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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-A

ANNUAL REPORT PURSUANT TO SECTION 17
OF THE SECURITIES REGULATION CODE AND SECTION 141
OF THE CORPORATION CODE OF THE PHILIPPINES

For the fiscal year ended December 31, 2020
SEC ldentification Number : 4429

BIR Tax Identification number : 050-000-164-442V
Exact name of registrant as specified in its charter

MANILA MINING CORPORATION

Province, country or other jurisdiction of incorporation or organization: Manila, Philippines

Industry Classification Code: (SEC Use Only)

Mining
Address of registrant’s principal office:

20" Floor, Lepanto Building
8747 Paseo de Roxas, Makati City, Philippines

Registrant’s telephone number, including area code:
(632) — 815-9447
Former name, former address and former fiscal year, if changed since last report: N/A

Securities registered pursuant to Sections 4 and 12 of the SRC, or Sec. 4 and 8 of the RSA

Title of each Class Number of shares of common stock outstanding:
Class “A” 155,796,086,372
Class “B” 103,790,702,331

Are any or all of the securities listed on a Stock Exchange?
Yes [X] No []
If yes, state the name of such stock exchange and the classes of securities listed therein.

Philippine Stock Exchange Classes “A” & “B”



The Company has filed all reports required to be filed by Section 17 of the SRC and SRC
Rule 17 thereunder or Section 11 of the RSA and RSA Rule 11(a)-1 thereunder and Sections 26
and 141 of the Corporation Code of the Philippines during the preceding 12 months. The Company
has not been subject to such filing requirements for the past 90 days.

The aggregate market value of the voting stock held by non-affiliates of the Company as
of December 31, 2020 was P2,694,219,389.36

Business and General Information

Business

MMC was incorporated in 1949 to engage in the mining and exploration of metals. It is an
affiliate of Lepanto Consolidated Mining Company, which, directly and through its wholly-owned
subsidiaries, Lepanto Investment and Development Corporation and Shipside, Incorporated, owns
20% of MMC’s outstanding capital.

MMC started mining operations in Placer, Surigao del Norte in 1981. From 1982 to 2001
when it suspended mining operations, MMC produced a total of 761,835 ounces gold and 261,720
ounces silver. During its 4 years of copper operations from1997-2001, MMC produced a total of
19,810,616 lbs. copper.

MMC has no parent company. It has a subsidiary, the Kalaya-an Copper-Gold Resources,
Inc. (“KCGRI”), of which MMC owns 95% of the outstanding capital; 5% is owned by Philex
Mining Corporation.

Below is the Capital Structure of the Company and its sole Subsidiary:

Company Date of Authorized Subscribed Ownership of the

Incorporation | Capital Stock | Capital Stock Company

Manila Mining

Corporation June 3, 1949 P2.6 Billion P2.01 Billion | 4,175 Stockholders

(MMC)

Kalaya-an Copper- | May 31, 2007 | P100 Million | P8.125 million | 95% owned by

Gold Resources, MMC; 5% by

Inc. Philex Mining

Corporation

Marketability of Products

There is virtually no market competition among metals producers. Whatever is produced
may be shipped out immediately. There is always a ready market, in fact, an increasing demand,
for the Company’s products, i.e., gold-copper and silver. MMC used to sell its gold to the Bangko
Sentral ng Pilipinas and foreign metals traders, such as Johnson Matthey, without difficulty. The
copper concentrate was sold to the Philippine Associated Smelter and Refinery (PASAR) and
foreign metals traders without difficulty. Prices of the company’s products are dictated by the
world market. The Company is not bound under any contract to sell exclusively to any one party.



The Company has no new products or services. As stated above, the Company suspended
its mining and milling operations in 2001.

Government Approvals/Cost and Effects of Compliance with Environmental Laws

Operations are currently suspended. Nonetheless, the Company, in compliance with
Environmental Regulations, spent a total of P2,113,813.23 in 2020 (P2,452,939.42 in 2019) for
tailings pond and mine rehabilitation. It maintains a Mine Rehabilitation Fund in compliance with
DENR regulations.

The Company obtained from the Mines and Geosciences Bureau the second renewal of
Exploration Permit No. X111-014-A, covering 2,462.9 has. in Surigao del Norte, on April 28, 2010.
A third renewal was applied for in 2012 and remains pending.

Subsidiary

Kalayaan Copper-Gold Resources, Inc. is the holder of Exploration Permit No. EP-XIII-
014-B covering an area of 286.6342 hectares located in Tubod and Placer, Surigao del Norte. The
said permit was renewed for the second time in April 2010. The third renewal was applied for in
2012 and remains pending.

Research and Development Activities

The company spent P145,074.93 for the further rehabilitation and equipping of the MMC
Assay laboratory to industry standards and to provide timely laboratory support considering the
increasing number of core samples produced by the drilling operations.

Employees

MMC had a total of 43 employees, 3 in Makati and 68 at Placer, Surigao del Norte as of the
end of 2020; 12 of them were managerial, 11 were supervisory, 19 rank-and-file and 1 project
employees.

The Company not being in operation, none of the employees are subject to a CBA. There
are no arrangements for any supplemental benefits or incentives with the employees.

Mining Properties

The Company has a Mineral Production Sharing Agreement over a 211.5 ha. area located
in Placer, Surigao del Norte, referred to as MPSA No. 253-2007-XI111. It has an Exploration Permit
(EP) covering 2,462.91 hectares in Placer, Surigao del Norte. A portion of the area covered by the
said EP, known as Parcel VI, has been assigned to a wholly-owned subsidiary, Kalayaan Copper-
Gold Resources, Inc. (“Kalayaan™). Thus, there are now two EPs, EP No. XI1I1-014A in the name
of MMC covering 2,178.28 hectares and EP No. XI11-014B covering 286.63 hectares in the name
of Kalayaan, both subject of applications for third renewal.



MMC had two (2) Mining Lease Contracts with the Government covering a total of 484.4
has. located in Placer, Surigao del Norte. The first, MLC MRD No. 324, expired in 2011 and the
second, MLC MRD No. 480, expired in 2012. Both are now covered by APSA no. 0083-XIlII
which is being evaluated by the MGB.

The Company has three (3) other MPSA applications, namely, APSA No. 000006-X in
Surigao del Norte; APSA No. 000007-X covering 4,793.85 has. and APSA No. 000047-X
covering 1,539 has., all located in Agusan del Norte. Data compilation study are on-going in the
areas covered by APSA No. 00006-X, APSA 00007-X and APSA No. 000047-X. A portion of the
area covered by APSA No. 00006X, consisting of 2,462.9 has., is now covered by Exploration
Permit No. XI111-014A.

MMC has existing Operating Agreements ("OA") with holders of Mining Lease Contract
or application for an MPSA with the Government. The MLC MRD No. 67, covering 198 has.,
expired on April 16, 2003 and is now also covered by APSA No. XI11-083 in Placer, Surigao del
Norte. MMC has an existing OA with NORSUMICO covering three (3) mining lease contracts of
the latter, covering a total of 495 hectares in Placer, Surigao del Norte. The first MLC No. V-1128
expired last September 23, 2000 and is now covered by MPSA No. 253-2007-X111 while the other
two, namely, MLC No. MRD-322 and MRD-323 expired in 2011 but have been covered by APSA
no. 000107-XII1.

Description of Property

The Company is the registered owner of a total of 1,165 has. of land in Surigao del Norte.
It also has personal properties (mostly equipment) in the minesite in Surigao del Norte, as follows:

Property, Plant and Equipment Location

Mine and Mining Properties Placer, Surigao del Norte
Buildings and Improvements Placer, Surigao del Norte
Leasehold Improvements Makati City

Mill Machinery and Equipment Placer, Surigao del Norte
Powerhouse Equipment Placer, Surigao del Norte
Heavy Equipment Placer, Surigao del Norte
Transportation Equipment Placer, Surigao del Norte
Transportation Equipment Makati City

Furniture and Office Equipment Placer, Surigao del Norte
Furniture and Office Equipment Makati City

The land referred to above house the offices and housing quarters of the Company in
Surigao del Norte. The rest were acquired by the Company for its tailings pond and other mining
purposes.

Although not in use, the plant and machineries of the Company are continually checked
for maintenance purposes.

The Company leased for P50,000 per year an 11-hectare land where its various mining
equipment are located. The renewal of the lease is subject of a case with the Regional Trial Court
of Surigao City.



The Company has no plans of acquiring additional real properties in the next 12 months.
Business Risks
i) Net Losses

Until the Company is able to restart commercial operations, all expenses related to
administrative matters and depreciation/depletion will be booked as losses.

ii) Geology Risks

There can be no assurance that the properties explored will be developed and operated.
Also, resource estimates may materially vary from actual ore reserves. The Company however
employs and/or consults with highly knowledgeable and experienced geologists and metallurgists
who are familiar with the style of mineralization and type of deposit of MMC’s properties.

iii) Risks Relating to Mining Tenements

MMC and KCGRI have pending applications for the renewal of their respective
Exploration Permit (EP No. XI11-014 and XI11-014B, respectively) which approval is outside of
MMC’s control. MMC and KCGRI however are compliant with the requirements for such
approvals.

MMC has pending applications for MPSAs (APSA nos. 000006-X; 000007-X; and
000047-X; XI11-083; 000078-XIIl) and which approval is outside of MMC control. MMC
diligently prosecutes these applications and is compliant with the DENR’s requirements for the
approval of the same.

iv) Metal Prices

The Company has no control over metal prices. They could fall below, or rise higher, than
the prices upon which future feasibility studies may be based.

V) Risk on Environmental Legislation
Mining activities in the Philippines are monitored and highly regulated by the DENR.
New government regulations affecting the Company’s exploration or mining activities will have to

be complied with and could entail additional costs.

Market for Registrant’s Common Equity and Related Matters

The Company’s securities are listed on the Philippine Stock Exchange. Hereunder are the
quarterly market prices of said securities from 2019-2020:



Manila Mining “A”

1019  20Q19 3Q19  4Q19
Low 0.0083 0.0076 0.0091 0.0078
High 0.0090 0.0080 0.0091 0.0079
Manila Mining “B”

1019  20Q19 3Q19  4Q19
Low 0.0094 0.0081 0.0070 0.0065
High 0.0095 0.0081 0.0073  0.0065

1Q20
0.0083
0.0090

1Q19
0.0090

0.0090

Securities, Shareholders and Public Ownership

2Q20
0.0076
0.0080

2Q19
0.0079

0.0080

3Q20 4Q20 June 4, 2021
0.0091 0.0078 0.012
0.0091 0.0079 0.013
3Q19 4Q19  June4, 2021
0.010  0.0080 0.014
0.010  0.0080 0.014

As of May 15, 2021, the company had 4,164 shareholders. There were approximately
3,981 and 183 holders of common “A” and common “B” shares, respectively. As of the same
date, Total Public Ownership constituted 77.84% of the outstanding shares.

Top 20 “A” and “B"* Stockholders of the Company (as of May 15, 2021)

O©Coo~No ok, wNE

Name

F. Yap Securities, Inc.

Lepanto Consolidated Mining Company

Paulino Yap
Bryan Yap
Christine Yap

Lepanto Investment & Dev. Corp.

Emma Yap

Patrick Resources Corporation
Paul Yap Jr.

Christine Karen Yap

Coronet Property Holdings Corp.
A/C-CKY FYSI

Ventura Resources Corporation
Zamcore Resources Corporation
Lindsay Resources Corporation
A/CB.Y.FYSI

Arlene K. Yap

David Go Securities Corp.
Shipside, Inc.

Pacita Yap

“A” Shares

26,017,764,347
20,479,027,104

1,955,669,495
1,945,977,139
1,861,557,111
1,481,975,190
1,478,067,401
1,301,152,163
1,113,677,703
886,334,939
833,093,546
754,994,507
718,565,954
707,395,421
651,542,763
524,193,274
457,065,671
436,519,534
360,082,672
351,786,420

%

16.73
13.17
1.26
1.25
1.20
0.95
0.95
0.84
0.72
0.57
0.54
0.49
0.46
0.45
0.42
0.34
0.29
0.28
0.23
0.23



Name “B” Shares %
1 F.Yap Securities, Inc. 15,398,414,195 14.87
2 F.Yap Securities, Inc. 12,477,721,842 12.05
3 Lepanto Consolidated Mining Company 12,045,531,915 11.63
4 F.Yap Securities 9,355,685,411  9.03
5  Lepanto Investment & Dev. Corp. 5,037,619,533 4.86
6  Paulino Yap 1,807,117,128 1.74
7 F.Yap Securities 1,665,206,615 1.61
8  Cresencio Yap 1,454,767,065 1.40
9 Bryan Yap 1,124,317,007  1.09
10 Emma Yap 962,564,863  0.93
11 Coronet Property Holdings Corp. 851,662,573  0.82
12 Pacita Yap 824,539,227  0.80
13 David Go Securities Corp. 586,065,344  0.57
14 Christine Karen Yap 492 917,544 0.48
15 Christine Yap 461,919,918 0.45
16 Paul Yap Jr. 434,761,927 0.42
17 Quality Investments & Securities Corp. 415,011,235 0.40
18 Martesio Perez 251,735,175 0.24
19  Shipside, Inc. 232,893,997 0.22
20 Jessamyn Desiree B. Perez 191,561,253 0.18

Submission of Matters to a VVote of Security Holders

No matter was submitted by the Company during the fourth quarter of 2019 to a vote of
security holders.

Recent Sales of Unregistered or Exempt Securities

The Company sold shares pursuant to a 1:3.56 preemptive rights offer in June 2014,
totaling 34,165,808,415 “A” and 22,761,118,932 “B” common shares at P0.012 per share, raising
P683.12 million.

Dividends Policy

Dividends may be declared out of the unrestricted retained earnings of the Company,
which may be in the form of cash or stock to all stockholders on the basis of outstanding shares
held by them as of the record date fixed by the Company in accordance with existing laws and
rules. Any cash dividends due on delinquent stock shall first be applied to the unpaid balance on
the subscription plus costs and expenses, while stock dividends shall be withheld from the
delinquent stockholder until his unpaid subscription is fully paid: Provided, That no stock
dividends shall be issued without the approval of stockholders representing not less than two-thirds
(2/3) of the outstanding capital stock at a regular or special meeting duly called for the purpose.
(Section 43, Corporation Code).



Independent Public Accountant

In November 2006, Sycip Gorres Velayo & Co. (“SGV”) was designated by the Board as
the independent public accountant. There has not been any disagreement between the Company
and said accounting firm with regard to any matter relating to accounting principles or practices,
financial statement disclosure or auditing scope or procedure. For the 2006 financial statements,
SGV’s certifying partner was Mr. J. Carlitos G. Cruz. In compliance with SRC Rule 68(30) (b)
(iv), Mr. Jaime F. del Rosario became the certifying partner from 2007 to 2011 and from 2014 to
2017. Ms. Eleanore A. Layug, certifying partner from 2012- 2013, is also the certifying partner for
2018 to 2020.

SGV is being recommended for re-appointment as external auditors.

Audit and Audit Related Fees

For the audit of the financial statements for year 2019, SGV & Co. billed the Company the
sum of P440,000. The same amount was agreed for the audit of the 2020 financial statements.

Audit Committee’s Approval Policies and Procedures

Prior to commencement of audit services, the external auditors present their Audit Plan to
the Audit Committee, indicating the applicable accounting standards, audit objectives, scope,
approvals, methodology, needs and expectations and timetable, among others. All the items in the
Plan are considered by the Committee, along with industry standards, in approving the services
and fees of the external auditors. The Audit Committee is composed of: Mr. Eduardo A. Bangayan,
Committee Chairman and an independent director; Atty. Jose Raulito E. Paras, another
independent director; and Atty. Ethelwoldo E. Fernandez.

The Committee revised its charter in 2012 to conform to SEC Memorandum Circular No.
4, Series of 2012, and has conducted a self-assessment pursuant to the same circular.

Directors and Executive Officers of the Company

Directors (each with term of office of 1 year) Age Citizenship Period Served
FELIPE U. YAP 84 Filipino Since 1976
EDUARDO A. BANGAY AN(Independent) 69 -do- Since 1989
ETHELWOLDO E. FERNANDEZ 93 -do- Since 2001
JOSE RAULITO E. PARAS (Independent) 49 -do- Since 2009
BRYAN U. YAP 48 -do- Since 1994
RENE F. CHANYUNGCO 68 -do- Since 2004
DOUGLAS JOHN KIRWIN 70 Australian Since 2014
PATRICK K. YAP 42 -do- Since 2005
STEPHEN Y. YAP 51 -do- Since 2013



Executive Officers: Position

FELIPE U. YAP - Chairman of the Board and

Chief Executive Officer
BRYAN U. YAP - President and Chief Operating Officer
RENE F. CHANYUNGCO - Senior Vice President and Treasurer
PATRICK K. YAP - Senior Vice President
ETHELWOLDO E. FERNANDEZ - Corporate Secretary
STEPHEN Y. YAP - Vice President
PABLO AYSON, JR. - Vice President
KNESTOR JOSE Y. GODINO - Asst. Vice President for Human Resource
MA. LOURDES B. TUASON - Asst. Treasurer
ODETTE A. JAVIER - Asst. Corporate Secretary

Business Experience in the Last Five (5) Years

Mr. Felipe U. Yap became the Chairman of the Company in 1992. He is also the
Chairman and Chief Executive Officer of LCMC and of Far Southeast Gold Resources, Inc. He is
the Vice Chairman of the Board of Ayala Land Logistics Holdings Corporation; Chairman of the
Board of Zeus Holdings, Inc. and a Director of, among others, Manila Peninsula Hotel, Inc., and
Philippine Associated Smelting and Refining Corp. (PASAR). He was the Chairman of the Board
of Governors of the Philippine Stock Exchange from March 2000 to March 2002.

Mr. Bryan U. Yap has been the President and Chief Operating Officer of LCMC since
2003. He has been a Director of LCMC and of Far Southeast Gold Resources, Inc. (FSGRI) since
1994. In February 2011, he was elected President of Manila Mining Corporation. He is also the
President of Kalayaan Copper-Gold Resources, Inc.; Lepanto Investment and Development
Corporation (LIDC); Shipside, Inc.; Diamond Drilling Corporation of the Philippines and Diamant
Manufacturing and Trading Corporation (DMTC).

Mr. Eduardo A. Bangayan has been involved in real estate and coconut oil/copra
production for the past five (5) years. He is currently the Director of the Davao City Water
District; Summit World Group of Companies, First Tagum Rural Bank, Inc. and Fuji Oil
Philippines. He is the Chairman of Summit World Ventures, Inc. He was elected director of
Chelsea Logistics Corporation in 2017. He is also a Member of the Board of Governors of the
Philippine National Red Cross.

Atty. Ethelwoldo E. Fernandez rejoined the Company as Corporate Secretary and
Director in 2001, the same year he was reappointed Corporate Secretary of LCMC. He was, from
1993 to 2003, Of Counsel to the law firm Sycip Salazar Hernandez & Gatmaitan, which is the
principal retained counsel of the Company. He was elected to the Board of LCMC in 2007.

Mr. Rene F. Chanyungco joined the Company in 1977 as Executive Assistant to the
President. He eventually became Asst. Treasurer, then Vice President-Treasurer, until his
promotion in 1997 as Senior Vice President-Treasurer. He is a Vice President of LCMC and
Kalayaan Copper-Gold Resources, Inc.



Mr. Patrick K. Yap is the President of BA-Lepanto Condominium Corporation and
Yapster e-Conglomerate, Inc. He is the Executive Vice President of Zamcore Realty Corporation
and Vice President of Alliance Textile Mills, Inc.

Mr. Douglas John Kirwin was the Exploration Manager of lvanhoe Mines from 1995
(when it was known as Indochina Goldfields Ltd) until 2012. He was the Vice President of the
Society of Economic Geology from 2009 to 2011, where he continues to serve as an honorary
lecturer. He is now semi-retired with a part time consulting business. He has been a member of
the boards of Lepanto Consolidated Mining Company and Zeus Holdings, Inc. since June 2017.

Atty. Jose Raulito E. Paras is a Senior Partner of Andres Padernal and Paras Law
Offices. He has been a member of the board of Zeus Holdings, Inc. since June 2016.

Mr. Stephen Y. Yap was vice president for operations of Tutuban Properties, Inc. from
2002-2017. He is currently vice —president of the Felcris Group of Companies.

Atty. Pablo Ayson, Jr. was appointed Vice President in November 2006. He is also a Vice
President of LCMC. He has been a member of the board of directors of Zeus Holdings, Inc. since
June 2016 and Kalayaan Copper-Gold Resources, Inc. from 2017 to present.

Ms. Ma. Lourdes B. Tuason is the Vice President and Treasurer of LCMC; Asst.
Treasurer of FSGRI, Director and Treasurer of SSI, DDCP and LIDC; Director and Vice President
of DMTC. She has been the Treasurer of Zeus Holdings, Inc. since November 2015.

Atty. Odette A. Javier has been the Company’s Assistant Corporate Secretary since 1993.
She is the Vice President-Assistant Corporate Secretary of LCMC. She is a Director of Zeus
Holdings, Inc., LIDC and DMTC.

Mr. Knestor Jose Y. Godino joined the company as Asst. Vice President for Human

Resource in January 2013. He has been with LCMC since 2006 where he was promoted to Vice
President in 2015.

Significant Employees

There are no significant employees expected to contribute significantly to the business
other than the executive officers.

Family Relationships

Mr. Bryan U. Yap, Director and President, is the son of the Chairman and Chief Executive
Officer, Mr. Felipe U. Yap. Messrs. Patrick K. Yap and Stephen U. Yap are nephews of Mr. Felipe
U. Yap.

Involvement of the Company or its Directors and Officers in Certain Legal Proceedings

None of the directors and officers were involved during the past five (5) years in any
bankruptcy proceeding. Neither have they been convicted by final judgment in any criminal
proceeding, or been subject to any order, judgment or decree of competent jurisdiction,



permanently or temporarily enjoining, barring, suspending, or otherwise limiting their involvement
in any type of business, securities, commodities or banking activities, nor found in an action by
any court or administrative body to have violated a securities or commodities law.

There is no material pending legal proceeding against the Company.

Related Party Disclosures

Related party relationships exist when one party has the ability to control, directly or
indirectly through one or more intermediaries, the other party or exercise significant
influence over the other party in making financial and operating decisions. Such
relationships also exist between and/or among entities which are under common control
with the reporting enterprise, or between and/or among the reporting enterprise and their
key management personnel, directors, or its stockholders.

LCMC holds a 19.60% equity interest in the Group. It provides cash advances and pays
expenses on behalf of the Group.

DDCP, a wholly owned subsidiary of LCMC, provides various drilling services to the
Group.

Shipside, Inc., a wholly owned subsidiary of LCMC, provides hauling services to the
Group.

The Parent Company, in the normal course of business, enters into transactions with
related parties. The consolidated statements of financial position include the following

assets and liabilities resulting from the above transactions with related parties:

Amounts/ Outstanding
Related Party Relationship Year Volume Balance Terms and Conditions
Contract Deposits (Note 7)
Affiliate under On demand
common Noninterest-bearing
DDCP control 2020 B- P12,649,531 Refundable in cash
2019 B— P60,014,594 Unsecured, no impairment
Due to Related Parties (Note 12)
On demand
LCMC Stockholder 2020 B2,672,071 P7,693,904 Noninterest-bearing
To be settled in cash
2019 P2,263,664 P4,874,523 Unsecured, no guarantee
Affiliate under On demand
common Noninterest-bearing
Shipside, Inc. control 2020 - 336,947 To be settled in cash
2019 - 336,947 Unsecured, no guarantee
Totals 2020 B2,672,071 B8,030,851
Totals 2019 P2,263,664 P5,211,470




Total compensation of the Group’s key management personnel in 2020, 2019 and 2018,
which pertains to short-term benefits, amounted to P=484,450 for three years. Key management of
the Group are the executive officers and directors. There were no post-employment benefits paid
for the Group’s key management personnel in 2020, 2019 and 2018.

Summary Compensation Table

2019 Total (All | Basic Salary [Bonus (13th month| Others
Cash) In the case of (Per Diem of
executive officers) | Directors)

Felipe U. Yap, Chairman ) P467,950 P421,800 P35,150 P11,000

Bryan U. Yap, President )

Rene F. Chanyungco,

Sr. Vice Pres./Treasurer )

Patrick K. Yap, Sr. Vice Pres. )

Stephen Y. Yap, Vice Pres. )

All officers and directors P484,450 P421,800 P35,150 P27,500
2020 (Total)

Felipe U. Yap, Chairman ) P467,950 P421,800 P35,150 P11,000

Bryan U. Yap, President )

Rene F. Chanyungco,

Sr. Vice Pres./Treasurer )

Patrick K. Yap, Sr. Vice Pres. )

Stephen Y. Yap, Vice Pres. )

All officers and directors P484,450 P421,800 P35,150 P27,500
2021 (Estimate)

Executive officers listed above P467,950 P421,800 P35,150 P11,000

All officers and directors P484,450 P421,800 P35,150 P27,500

There are no arrangements with any officer or director for payment of any amount or
bonus other than the regular salary or per diem for attendance of board meetings. There is no
existing consultancy or employment contract between the Company and any director or officer.
Neither was there any compensatory plan or arrangement concerning or resulting from the
termination of employment of any officer.

Compensation of Directors/Committee Members

Directors are paid a per diem of P1,000.00 each for attendance of every regular or special
meeting. For each Committee meeting attended, member-directors are paid a per diem of
P1,000.00 each.

Voting Trusts and Change in Control

There are no voting trusts involving the Company’s shares nor is there any arrangement
that could result in any change in the control of the Company.



*Security Ownership

Following are the holders of more than 5% of the outstanding capital stock as of May 15,

2021:
Name/Address of Record Relationship Name of A B
Title of Owner** to Issuer Beneficial | Citizenship Shareholdings % Shareholdings %
Class Owner
F. Yap Securities, Inc.
A&B 17/F Lepanto Building, Substantial same Filipino 32,290,372,946 | 20.73 | 38,897,028,068 | 37.48
Paseo de Roxas, Makati City Stockholder
Lepanto Cons. Mining Co. Substantial
A &B | 21/F Lepanto Bldg., Paseo de Stockholder same -do- 20,479,027,104 | 13.14 | 12,045,531,915 | 11.61
Roxas, Makati City
*Lepanto Investment & Subsidiary of
A&B Development Corporation Substantial same -do- 1,481,975,190 0.95 5,037,619,533 4.85
21/F Lepanto Bldg., Paseo de | Stockholder
Roxas, Makati City

The Boards of Directors of Lepanto Consolidated Mining Company (LCMC) and Lepanto
Investment and Development Corporation (LIDC) have the power to dispose of these corporations’
shares. As to F. Yap Securities, Ms. Pacita K. Yap has such power. All three companies have
proxies in favor of the Chairman, Mr. Felipe U. Yap.

* - 100% owned subsidiary of Lepanto Consolidated Mining Company

Equity Ownership of Foreigners

As of March 23, 2021, the record date, none of the “A” shares and 1.72% of the “B” shares
were held by foreigners.

**Directors and Executive Officers (as of May 15, 2021)

Amount and Nature of Percentage of Shares

Title of Beneficial Owner Position Beneficial Ownership Citizenship (Class A/ Class B)
Class (Class A / Class B)
A&B Felipe U. Yap Chairman of the Board 265,625,176 / 223,177,636 Filipino 0.171 / 0.216
A&B Bryan U. Yap Director/President 2,941,721,049 /1,670,734,557 -do- 1.892 / 1.613
A&B Ethelwoldo E. Fernandez Director/Corp. Sec. 16,422,471 / 15,748,315 -do- 0.011 / 0.015
A&B Rene F. Chanyungco Director/SVP/Treasurer 39,240,449 / 29,780,888 -do- 0.025 / 0.029

B Douglas John Kirwin Director 1 Australian nil

B Jose Raulito E. Paras Director 33,056,179 /3,202,247 Filipino 0.021 / 0.003
A&B Eduardo A. Bangayan*** Director 7,566,975 /35,441,945 -do- 0.005 / 0.034
A&B Patrick K. Yap Director/SVP 60,551,930 / 32,791,011 -do- 0.039 / 0.032
A&B Stephen Y. Yap Director 1,280,898 / - -do- nil
A&B Pablo T. Ayson, Jr. Vice President 15,728,270 / 14,513,370 -do- 0.010/ 0.014
A&B Ma. Lourdes B. Tuason Asst. Treasurer 37,388,257 /40,060,862 -do- 0.024 / 0.039
A& B Odette A. Javier Asst. Corp. Sec. 14,173,314 / 8,145,126 -do- 0.010/0.008

Aggregate as a group 3,400,598,789 / 2,071,236,408 2.219/2.002

** - All of record and directly owned.




Warrants, Options, Compensation Plans, Issuance or Modification of Securities

The Board of Directors approved the grant of the 8th Stock Option Awards (“Grant”) to
selected directors, officers and employees of the Company and of its affiliates, covering a total 1.6
billion common shares from unissued capital stock. The option is exercisable within 5 years, to the
extent of 20% of the Grant every year, from the SEC approval of the Grant. The price of the option
is 80% of the average of the closing prices of MMC “A” and “B” shares for the ten trading days
preceding the Board’s approval of the Grant, i.e., October 26 to November 9, 2009, which is P0.02
per share. The Grant constitutes 0.8%, more or less, of the outstanding capital stock of the
Company. The Grant was approved by the SEC as on July 8, 2010 and by the PSE on October 20,
2010. As of end- 2013, a total of 768,000,000 A and 512,000,000 B common shares have been
exercised by the grantees, covering the first, second, third and fourth tranches of the Grant. No
further exercises were made until the Grant expired in July 2015 and all remaining shares under
the Grant were cancelled accordingly.

2021 Plan of Operation

The Company intends to raise capital this year for the purposes of resuming exploration
drilling within its tenements and settlement of liabilities. Other activities will focus on
maintenance of assets; protection/enhancement of the environment; and community development.

Management’s Discussion and Analysis of Financial Condition and Results of Operations for
2020, 2019 and 2018

2020

In 2020, interest income amounted to P7,026 compared with P16,115 in 2019. An interest
expense of P703,060 (vs. P949,241 in 2019) was booked as a result of actuarial valuation of
retirement benefits obligations. Impairment provision amounting to P1.38 Million was recognized
in 2020 (vs. 1.28 Million in 2019) to increase allowance for doubtful recoverability of Input VAT.

This year’s Administration and overhead costs (inclusive of depreciation and current service
cost/pension cost) amounted to P3.76 Million compared with P6.37 Million last year on account of
managed expenses due to pandemic.

A tax benefit amounting to P0.104 Million was recognized in 2020 compared to provision for
deferred income tax of P0.435 Million in 2019 as a result of reconciliation of income tax
applicable to loss before income tax at the statutory rates.

Net Loss (after provision for deferred income tax) for the year decreased to P7.17 Million from
P17.93 Million in 20109.

There is a Total Comprehensive Loss of P7.14 Million compared with P19.94 Million in 2019 as a
result of re-measurement gain on retirement benefits obligation and changes in fair values of
quoted instrument.



Year end cash balance decreased by 13% to P1.86 Million from P2.13 Million on account of
continuing care and maintenance activities. Non trade receivables increased by 9,590% to P25.55
Million ( P0.263 Million in 2019) due to equipment transfers to affiliates.

Materials and supplies inventory decreased by 20% to P5.71 Million from P7.12 Million in 2019
due to continuing care and maintenance activities. Prepayments decreased by 78% to P13.65
Million due to partial return of contract deposit.

Property, Plant and Equipment decreased by 7% to P107.09 Million from P114.87 Million due to
depreciation of land improvements for the year. Other Asset decreased by 9% to 14.09 Million
(P15.38 Million in 2019) due to impairment of Input Value Added Tax.

Available for sale investment (reclassified as financial assets designated at fair value through other
comprehensive income) increased by 1% to P14.73 Million from P14.58 Million in 2019, due to
high market price of quoted instrument at year-end.

Non trade payable decreased by 100%, amounting to P4.87 Million, due to offsetting of accounts.

Cumulative changes in fair values of AFS (reclassified as fair value reserve of financial assets
designated at F\VOCI) amounted to (P55.21 Million) compared with (P55.35 Million) in 2019 due
to the change in price of available for sale investment as discussed above. Also pursuant to
actuarial assumptions, Re-measurement of retirement benefits obligations resulted in a decrease of
4% to P3.12 Million from P3.24 Million in 2019.

There are no known trends, events or uncertainties that will impact on the liquidity of, or could
trigger direct or contingent financial obligation that is material, to the Company. There are no
material off-balance sheet transactions, arrangements or obligations.

2019

In 2019, interest income amounted to P16,115 compared with P52,261 in 2018. An interest
expense of P949,241 (vs. P735,314 in 2018) was booked as a result of actuarial valuation of
retirement benefits obligations. An impairment provision amounting to P1.28 Million was
recognized in 2019 (vs.P4.88 Million in 2018) to increase allowance for doubtful recoverability of
Input VAT. Other charges increased from P4.82 Million to P11.06 Million on account of a
provision for impairment losses on receivables.

This year’s Administration and overhead costs (inclusive of depreciation and current service
cost/pension cost) decreased to P6.37 Million from P7.56 Million last year on account of lower
salaries and other costs.

A tax benefit amounting to P0.44 Million was recognized in 2019 compared with the P0.48
Million in 2018 due to reconciliation of income tax applicable to loss before income tax at the
statutory rates.

Net Loss (after provision for deferred income tax) for the year increased to P17.93 Million from
P12.59 Million in 2018.



Total Comprehensive Loss increased to P19.94 Million from P14.48 Million in 2018 as a result of
the increase in the net loss plus a re-measurement loss on retirement benefits obligation and
changes in fair values of quoted instrument.

Year end cash balance decreased by 76% to P2.14 Million from P8.74 Million on account of
continuing exploration and care and maintenance activities. Receivables decreased by 97.4% to
P0.26 Million due to the provision for impairment discussed above.

Materials and supplies inventory decreased by 7% to P7.12 Million from P7.67 Million in 2018
due to continuing exploration activities.

Available for sale investment (reclassified as financial assets designated at fair value through other
comprehensive income) decreased by 10% to P14.58 Million from P16.22 Million in 2018 due to
lower market price of quoted instrument at year-end.

Accounts payable and accrued expenses increased to P178.48 Million in relation to exploration
and maintenance expenses. Pursuant to actuarial assumptions, Re-measurement of retirement
benefits obligations resulted in a decrease of 10% to P3.24 Million from P3.61 Million in 2018.

There are no known trends, events or uncertainties that will impact on the liquidity of, or could
trigger direct or contingent financial obligation that is material, to the Company. There are no
material off-balance sheet transactions, arrangements or obligations.

2018

In 2018, interest income amounted to P52,261 compared with P50,127 in 2017. An interest
expense of P735,314 (vs. P661,549 in 2017) was booked as a result of the actuarial valuation of
retirement benefit obligations. An impairment provision amounting to P4.88 Million (vs.P17.99
Million in 2017) was made to increase allowance for doubtful recoverability of Input VAT.

This year’s Administration and overhead costs (inclusive of depreciation and current service
cost/pension cost) amounted to P7.56 Million compared with P6.93 Million last year on account of
continuing exploration and maintenance.

A tax benefit amounting to P0.480 Million was recognized compared with the provision for
deferred income tax of P0.874 Million in 2017 due to reconciliation of income tax applicable to
loss before income tax at the statutory rates.

Net Loss (after provision for deferred income tax) for the year decreased to P12.58 Million from
P26.2 Million in 2017.

Year end cash balance decreased by 23% to P8.73 Million from P11.38 Million on account of
continuing exploration and care and maintenance activities. Non trade receivables decreased by
53% to P0.267 Million due to settlement of account.

Materials and supplies inventory increased by 12% to P7.78 Million from P6.8 Million in 2017
due to continuing exploration activities. Prepayments decreased by 47% to P67.38 Million as a
result of account reclassification.



Available for sale investment (reclassified as financial assets designated at fair value through other
comprehensive income) decreased by 16% to P16.22 Million from P19.3 Million in 2017, due to
lower market price of quoted instrument at year-end. Accordingly, cumulative changes in fair
values of AFS (reclassified as fair value reserve of financial assets designated at FVOCI)
amounted to P53.72 Million compared with P50.68 Million in 2017. Also pursuant to actuarial
assumptions, Re-measurement of retirement benefit obligations resulted in a gain of 46% to P3.61
Million from P2.46 Million in 2017. The reported Total Comprehensive Loss of P14.48 Million
(compared with P28.9 Million in 2017) relate to these two accounts.

Nontrade payable decreased by 7% due to settlement of charges from affiliates.
There are no known trends, events or uncertainties that will impact on the liquidity of, or could
trigger direct or contingent financial obligation that is material, to the Company. There are no

material off-balance sheet transactions, arrangements or obligations.

Key performance indicators, contingent obligations and known trends

There were no material off-balance sheet transactions, arrangements or obligations,
including contingent obligations with unconsolidated entities of other persons created during the
period.

Since the company has no mining operations and revenues, there are no key performance
indicators applicable.

Financial Statements

Attached as Exhibit “A” hereof, are the Company’s Audited Financial Statements for 2020
covered by the Statement of Management’s Responsibility and the Auditor’s Report signed by Ms.
Eleanore A. Layug, with the following exhibits:

Exhibit “B” -  Schedule A - Supplementary Schedules Under Annex
68-E Pursuant to SRC Rule 68, as amended
“C” - Schedule B - Amounts Receivable from Directors,

Officers, Employees, Related Parties and
Principal Stockholders

“D” - Schedule C - Amounts Receivable from Related Parties
“E” - Schedule D - Intangible Assets — Other Assets

“F” - Schedule E - Long-Term Debt

“G” - Schedule F - Indebtedness to Related Parties

“H” - Schedule G - Guarantees of Securities of Other Issuers
“” - Schedule H - Capital Stock

Reports on Form 17-C

Date of Report Subject

February 28, 2020 Setting of Annual Stockholders’ Meeting
March 16, 2020 Disclosure to SEC/PSE re: COVID-19



March 23, 2020
June 17,2020
July 28, 2020
July 28, 2020

Postponement of the ASM

Setting of the ASM

Results of the Annual Stockholders’ Meeting
Results of the Organizational Meeting

SIGNATURES

Pursuant to the requirements of Section 17 of the Code and Section 141 of the Corporation
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Manila Mining Corporation

20th Floor, Lepanto Bidg., 8747 Paseo de Roxas
Makati City, Philippines 1226

P.O. Box 1460, MCP®, 1226, Makati City
Telephone: +63(2) 815-9447

Fax: +63(2) 894-6265

SECURITIES AND EXCHANGE COMMISSION
Secretariat Building, PICC Complex
Roxas Boulevard, Metro Manila

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of Manila Mining Corporation is responsible for the preparation and fair presentation
of the financial statements including the schedules attached therein, for the years ended December 31,
2020 and 2019, in accordance with the prescribed financial reporting framework indicated therein, and
for such internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as going concern, disclosing, as applicable matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidated the Company or to cease
operations, or has no realistic alternative but to do so.

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

The Board of Directors reviews and approves the financial statements including the schedules attached
therein, and submits the same to the stockholders.

SyCip Gorres Velayo & Co., the independent auditor appointed by the stockholders, has audited financial
statements of the Company in accordance with Philippine Standards on Auditing, and in its report to the
stockholders, has expressed its opinion on the fairness of presentation upon completion of such audit.

Signature: N "FV
_FELIPE J YAP
_~Chairman of the Board
~ - §SS#06-0091101-0

Signature:
.BRYAN U. YAP
President
SSS#33-3p67339-5
Signature:

RENE F. qQHANYUNGCO
Senior Vick President-Treasurer
SSS#03-4793502-9 :

Signed this 31" day of May 2021.
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INDEPENDENT AUDITOR'S REPORT

The Board of Directors and Stockholders
Manila Mining Corporation

20th Fleor, Lepanto Building

Pasco de Roxas, Makati City

Opinion

We have audited the consolidated tinancial statements of Manila Mining Corporation and Subsidiary
(the “Group™), which comprise the consolidated statements of financial position as at December 31, 2020
and 2019, and the consolidated statements of comprerensive income, consolidated statements of changes
in equity and consolidated statements of cash flows for each of the three years in the period ended
December 31, 2020, and notes to the consolidated financial statements, including a summary of
significant accounting palicies.

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

Basis for Opinion

We conducted our audits in aceordance with Philippine Standards on Auditing (PSAs). Our
responsibilities under those standards are further described in the dudlitor s Responsibilities for the Audit
of the Consolidated Financial Statements section of our report. We are independent of the Group in
accordance with the Code of Ethics for Professional Accountants in the Philippines (Code of’ Ethics)
together with the ethical requirements that are relevart to our audit of the consalidated financial
statements in the Philippines, and we have fulfilled our other ethical responsibilities in accordance with
these requiremments and the Code of Ethics, We belicve that the audit evidence we have obtained is
sulficient and appropriate to provide a basis for our opinion.

Key Audil Matlers

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

We have fulfilled the responsibilities described in the dwditor s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report, including in relation to this matter.
Accordingly, our audit included the performance of procedures designed to respond to our assessment of
the risks of material misstatement of the consolidated financial statements. The results of our audit
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procedures, including the procedures performed to address the matter below, provide the basis for our
audit opinion on the accompanying consolidated firancial statcments.

Recoverahility of Deferred Mine Exploration and Evaluation Costs

The carrying value of the Group's deferred mine exploration and evaluation costs as at December 31,
2020 amounted to 2,975 8 million, which is 94% of the Group’s consolidated total assets. Under PFRS
f1, Exploration for and Evaluation of Mineral Resources, these mine exploration costs shall be assessed for
impairment when facts and circumstances suggest Qat the carrying amount exceeds the recoverable
amount. The ability of the Group to recover its deferred mine exploration and evaluation costs depends
on the discovery of commercially viable quantities of mincral resources and the successful development
and extraction of resulting ore reserves. The Group has been incurring net losses and under care and
maintcnance status which are impairment indicators requiring an assessment of the recoverable amount of
deferred mine exploration and evaluation costs. We considered this as a key audit matter because of the
materiality of the amount involved, and the impairment assessment requires significant judgment and
involves estimation and assumptions about future poduction levels and costs, as well as external inputs
guch as commaodity prices, discount rate, and foreign currency exchange rate.

The Group's related disclosures are presented in Nedes 1 and 10 to the consolidated financial statements.

Audit Response

We obtained management’s assessment on whether there arc impainment indicators aflecting the
recoverability of the deferred mine exploration and evaluation costs. ' We reviewed the summary of the
status of each cxploration project as of December 31, 2020, as certified by the Group's technical group
head, and compared it with the disclosures submitted to regulatory agencies. We reviewed contracts and
agreements, and budget for exploration and development costs, We inspected the licenses, permits and
correspondences with regulatory agencies of each exploration project to determine that the period, for
which the Group has the right to explore in the specific area, has not expired, will not expire in the near
future and will be renewed or have been applied for renewal accordingly. We also inguired about the
cxisting mining arcas (hat arc expected to be abandoned or any exploration activities that are planned to
be discontinued in those areas.

We involved our internal specialists in evaluating the methodology and the assumptions used in
determining the value-in-use. These assumptions include future production levels and costs, as well as
external inputs such as commodity prices, discount rate and foreign currency exchange rate. We
compared the key assumptions used against external data such as analysts’ reports and industry
benchmarks., We tested the parameters used in the determination of the discount rate against market data
and forecasted foreign currency exchange rates of various financial institutions, taking into consideration
the impact associated with coronavirus pandemic. We have also reviewed the Group's disclosures,
including thosc that have the most significant effect on the determination of the recoverable amount of
minc cxploration costs.

Coing Concern Assessment
The Group is non-operating and has incurred net losses of P7.2 million and P17.9 million in 2020 and
2019, respectively, resulting in deficit of #1,203.8 million and £1,1%6.6 million as of December 31, 2020

and 2019, respectively, As of December 31, 2020 and 2019, the Group's current liabilities excecded its
total assets by P129.4 million and P105.8 million, respectively.
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The consolidated financial statements have been prepared on a going concern basis, The availability of
sufficient funding and management’s assessment of whether the Group will be able to continue meeting
its currently maturing ohligations are largely bascd on the expectations of, and the estimates made by
management. The expectations and estimates can be influenced by subjective elements such as estimated
future cash flows that are subject to higher level of estimation, and the feasibility of the Group's financing
activities. As the poing concern assessment is a significant aspect of our audit, we have identified this as
a key audit maticr,

The Group’s disclosures on the going concern assessment are included in Notes 1 and 3 to the
consolidated financial statements,

Audit Response

We obtained an understanding of management’s going concern assessment, taking into consideration the
current business environment and the Group’s recavery plans, We obtained and reviewed documents,
such as minules of meetings, letlers and correspondence with external parties, on management’s actions
to raise capital through stock rights offering and deferral of payments on current liabilities. We reviewed
events that transpired up to date of our report which may have an impact on the Group’s financing
activities. We also assessed the adequacy of the related disclosures in the notes to the consolidated
(inancial statements.

Oiher Information

Management is responsible for the other information, The other information comprises the information
included in the SEC Form 20-15 (Definitive Inforration Statement), SEC Form 17-A and Annual Repor
for the year ended December 31, 2020, but does not include the consolidated [nancial statements and our
auditor’s report thereon, The SEC Form 20-15 (Definitive Information Statement), STC Form 17-A and
Annual Report tor the year ended December 31, 2020 are expected to be made available to us after the
date of this auditor's report.

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

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

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

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with PFRSs, and for such internal control as management determines is
nccessary to enable the preparation of consolidated financial statements that are [ree from malerial
misstatement, whether due o fraud or error,
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In preparing the consolidated financial statements, management is responsible for assessing the Group's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management cither intends to liquidate the Group or to
cease opcrations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to oblain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or crror, and to issue an auditor’s report
that includes our opinion. Rcasonable assurance is a high level of assurance, but is not a guarantec that an
audit conducted in accordance with PSAs will always detect a matenial misstatement when it cxists.
Misstatements can arise from fraud or error and are considercd material if, individually or in the
apggregate, they could reasonably be expected to infuence the economic decisions of users taken on the
basis of thesc consolidated financial statements.

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

e [dentify and assess (he risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audil procedures responsive to those risks. and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecling a material misstatement resulting from fraud is higher than for one resulling from error,
as fraud may involve collusion, forgery, inlentional omissions, mistepresentations, or the override of
internal control.

*  Obtain an understanding of internal control relevant to the audit in order (o design audit procedures
that are appropriate in the circumstances, but not for the purposc of expressing an opinion on the
effectiveness of the Group's internal control.

¢  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
cstimates and related disclosures made by mansgement.

e Conclude on the appropriatencss of management’s usc of the going concemn basis of accounting and,
based on the audit evidence obtained, whether a material uncerlainty exists related to events or
conditions that may cast significant doubt on the Group's ability to continue as o going concern. I
we conclude that o material uncertainty exists, we are required (o draw attention in our auditor’s
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Group (o ccase
to continue as a going concern.

* Evaluatc the overall presentation, structure and content of the consolidated financial statements.
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and cvents in a manner that achieves fair presentation,

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

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

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

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

The engagement partner on the audil resuling in this independent auditor’s report 1s Eleanore A. Layug.

SYCIP GORRES VELAYO & CO.

Eleanore A. La}n.{g I.'j EI

Parmer

CPA Certificate No, 0100794

SEC Accreditation No. 1250-AR-2 (Group A),
February 28, 2019, valid until February 27, 2022

Tax ldentification No. 163-069-453

BIR Accreditation No, 08-001998-097-2020,
November 27, 2020, valid until November 26, 2023

PTE. No. 8534308, January 4, 2021, Makati City

June 7, 2021
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MANILA MINING CORPORATION AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

December 31
2020 2004

ASSETS
Current Asscts
Cash (Note 4) P1,859.405 P2,138,335
Receivables - net (Note 5) 37415 263,663
Inventories (Nole 6) 5,709,832 7,128,983
Prepavments and other current assets (Note 7) 46,853,575 63.119.641
Total Current Assets 54,460,227 72.650.624
Noncurrenl Assets
Financial assets designated at fair value through other comprehensive

income (FVOCT: Note B) 14,729,225 14,584,018
Property and cquipment - nct (Note 9) 107,085,351 114.868.934
Deferred mine exploration and evaluation costs (Nete 10) 2975846948 2,951,585,749
Other noncurrent assets (Note 11) 14,085,274 15,437 202
Total Noncurrent Assels 111,746,798 3.096,475.903

TOTAL ASSETS

P3,166,207,025

B3.169,126 527

LIABILITIES AND EQUITY

Current Liability

Accounts pavable and accrued expenses (Note 12) P183.813.864 P178,482.402
Noncurrent Liabilitics

Retirement benefits obligation (Note 16) 14,166,904 15,119,563
Deferred tax liability - net (Note 17) 56,047,422 56,202.527
Total Nencurrent Liabilitics 70,214,326 71,322,090
Total Liabilities 254,028,190 249 804,492
Equity Attributable to Equity Holders of the Parent Company

Capital stock (Notc 18) 2,595,502,255  2,595,502,255
Fquity reserve (Note 18) 954,621,275 954,621,275
Additional paid-in capital 617,625,955 617.,625.955
Remeasurement gain on retirement benefits obligation (Note 16) 3,116,796 3,236,287
Fair value reserve of financial asscts designated at FVOC] (Note 8) (55,208,039) (55.,353,246)

Deficit

(1,203,794,823)  (1,196,638,647)

2911.863,419 2,918,993 879
Non-controlling interest (Note 18) 315416 328,156
Total Equity 2,912,178.835 2919322035
TOTAL LIABILITIES AND EQUITY P3166,207,025 £3,169,126,527

See accompanving Notes to Consolidated Financial Stiafemions.
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MANILA MINING CORPORATION AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

2020 2019 2018
ADMINISTRATION AND OVERHEAD
COSTS (Note 14) (B3,755,384)  (P6370,637)  (P7,561,832)
OTHER INCOME (CHARGES,) - Net
Interest expense (Note 16) (703,060) (049 241) (735314
Interes! income (Notes 4 and 11) T7.026 16,115 52,261
Other charges - net (Note |5) (2,821,392) (11,065,778) (4.824,053)
(3,517,426) (11,998 904) (5.507,106)
LOSS BEFORE INCOME TAX (7.272.810) {18.369.541) (13.068,938)
BENEFIT FROM DEFERRED INCOME
TAX (Note 17} 103,894 435 558 480221
NET LOSS (7168,916)  (17,933,983)  (12,588.717)
OTHER COMPREHENSIVE
INCOME (LOSS)
ftems that will not be reclassified io other
comprefensive income:
Changes in fair valucs of financial assets
designated at FVOCI (Note 8) 145,207 (1.634.775) (3,036,008)
Remeasurement gain (loss) on retirement
henefits obligation (Nole 16) (170,702) (527, 498) 1,629,408
Tncome lax ellcel 51,211 158,249 {488,823)
25,716 (2.004,024) (1,895,423)
TOTAL COMPREHENSIVE LOSS (£7,143,200)  (RI9938.007)  (P14.484,140)
Net loss attributable lo:
Equity holders of the Parenl Company (B7,156,176) (R17.926,319) (B12,563,606)
MNon-conlrolling interest (Note 18) (12,7411 (7.664) (23,111}
(P7.168,916) {(B17.933 983} {B12,588,717)
Total comprehensive loss attributable to:
Equity holders of the Parent Company (E7.130400)  (P19930,343)  (P14.459,029)
Non-controlling interest (Note 1¥) (12,740 {7.664) (25.111)
(#7.143,200) (B19.938,007) (P14.484,140)
LOSS PER SHARE (Note 19)
Basic/Diluted loss per share (R0.00003) (B0.00008) (POOOOGOS)

See aecompanying Netey to Consolidaed Financial Statements,
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MANILA MINING CORPORATION AND SUBSIDIARY

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

Attributable to Equity Hobders of the Parent Company

Fair vulw
Remeasuremimi FERETVE
walnan fiancial agsel
Capitnl siock (Mo 15 Additionu rethrement desigauid o
Sulscription Equity reserve paid-in wlsligation Fyin:
lssoed Sulnecribed rrorivahie Total (Mo 1K) capital [ode 16} Note !
Hulawces st Jnnoary 1 2008 PL.590,500 436 P3307.451 (F3I5A12) #2495 202255 5] 2T Pl T,h2% D55 F1 404950 [#50,682 46
Met loss - - -
Inerease mopon-eontielling interes) - - -
Oilier comprebienyive memmne (logs),
et of 1y - - -~ 1, 1401.5R4 {3004 00
Tial comywe e ve income (hss) = - - = L 120 88h {3,036 Ol
Mulnnees al December 31, 2008 F2,501 501 AN PS5 M AS1 {IE.ESEII HEWHHIJ‘H P A1 205 HW W FEILTIRAT
Mot lass - -
A her comprebieagive income (logs),
ned af Ly - - = - g ek, 26 [1 534,77
Total comprehensive income flass) - - {36 iy (34,7
Balamces ol Decwmber 31, 2009 FL. Shih AT FIINTAS 65612 LSS 255 o B0 ] HIT&"-,!S& 3,206,267 {rﬂs.ﬁ!_!:
Bect boss - - - - .
Cither coanprahensive income (o),
el il lay - - ~ - = (114451 143,
Total comprehienyive sicome (Joss) - - - - L1948 (LR
Balamces ai December 31, 2020 1275 HI'!.&E‘,'SS AN (552800
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MANILA MINING CORPORATION AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31

2020 20149 2018
CASH FLOWS FROM OPERATING
ACTIVITIES
Loss before meome tax (P7.272.810  (RIR369.541)  (P13,068,938)
Adjustments for;
Met changes in relirement benefits obligation
(Notc 16) (1,123 ,361) 1480995 1,656,602
Depreciation (Wotes 9 and 14) 467,675 1.287.906 1,371,924
Unrealized forcign exchange loss (Eain) 7,501 {28.632) -
Interest income (Notes 4 and 1 1) (7.026) (16,115) {52,261)
Operating loss before working capital changes (7,928,021} (15,645317) {10,092,673)
Decrease (increase) in:
Recelvabley 226,248 0,783,387 297,547
Inventorics 1.419,153 549 908 (805,088)
Prepayments and other current asscts 16,266,066 (731,310 50,509,534
Input VAT 1,333,353 Q50,707 3570010
Increase in accounts payable and acerued expenscs 5.331,462 37.836,350 3,459,649
Cash generated from operations 16,648,261 32,743,731 35,938,970
Interest received 7,026 16,115 52,261
Net cash flows provided by operating activities 16,655,287 32,759,846 55,991,240
CASH FLOWS FROM INVESTING
ACTIVITIES
Additions to:
Dreferred mine exploration and evalualion
costs (Note 10} - {16,945,291) (39,419,081} (57,586,443}
Properly and cquipment (Note 9) - (123,661} {1,293,1586)
Decrease (increase) in other noncurrent assels 18,575 155,102 {33.320)
Cash Nows uscd in investing activitics (16,926.716) (39,387 64()) (58.912,949)
CASH FLOWS FROM FINANCING
ACTIVITY
Increase in non-controlling interest (Note 18) - - 281,250
NET DECREASE IN CASH (271,429} (0.027.794) (2,640.368)
EFFECT OF EXCHANGE RATE CHANGES
ON CASH (7.501) 28,652 -
CASH AT BEGINNING OF YEAR 2.138,335 8,737.477 11,377,846
CASH AT END OF YEAR (Note 4) £1,859,405 P2, 138,335 PETITATT

See aecompameing Notey o Consolidmed Finanetal Statemenis,
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MANILA MINING CORPORATION AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Corporate Information, Status of Opcerations and Authorization for Issuance of the Financial
Statements

Manila Mining Corporation

Manila Mining Corporation (the “Parent Company™) was incorporated in the Philippines and registered
wilh the Securities and Exchange Commission (SEC) on June 3, 1949, primarily to carry on the
business of mining, milling, concentrating. converting, smelting. treating, preparing for market,
manufacturing, buying, selling, exchanging and etherwise producing and dealing in precious and semi-
precious metals, ores, minerals and their by-products. The Parent Company's shares are listed and
traded on the Philippine Stock Exchange (PSE). Lepanto Consolidated Mining Company (LCMC), a
publicly listed Company, has 19.60% cquity interest in the Parent Company,

The principal office of the Parent Company is located al the 20th Floor, Lepanto Building, Paseo de
Roxas, Makati City,

Kalayaan Copper-Gold Resources, Inc. (KCGRI)
Kalayaan Copper-Gold Resources, Inc. (the Subsidiary). a 95%-owned subsidiary, was incorporated

with the SEC on December 19, 2006, primarily to carry on the business of exploration, mining,
development and utilization of all mineral resources, milling, concentrating, converting. smelting,
treating, preparing for market, manulacturing, Fuying, selling, exchanging and otherwise producing
and dealing in all other kinds of ores, metals and mincrals, hydrocarbons acids, and chemicals, and in
the products and by-products of every kind and deseription.

The principal office of KCGRI i5 located at 215t Floor, Lepanto Building, Paseo de Roxas, Makati City.

Status of Operations

Menila Mining Corporation

On May 22, 1996, the Parent Company’s Board of Dircetors (BOD) approved the expansion of its
currcnt mill capacity from 8,000 tonnes per day (TPD) to 10,000 TPD, designed to consolidate the
installation of the second semi-autogenous grinding mill unit with the original 48-inch pit conveyor
project. The expansion was registered with the Board of Investments (BOT) under Executive Order
(F0) No, 226 on October 6, 1996,

On November 5, 1997, the BO! approved the Parent Company’s application for registration of its
copper {lotation project under EO No. 226 on a non-pioncer status, On Junc 9, 2000, the BOI likewise
approved the Parent Company s application for the modemization program of the copper flotation
project under a preferred non-pioncer status. As a registered enterprise, the Parent Company is entitled
to certain incentives and tax benefits which include, among others, income tax holiday for a period of
four years from February 23, 1998, the actual start of commercial operations,

The two BOI centificates of registration are currently suspended in view of the suspension of the Parent
Company's operations.

Om November 30, 2000, the Parent Company s gold mining and milling operations were temporarily
shut down due to the Jandslide that oceurred in ene of its open pits.

On December 20, 2000, the Parent Company temporarily shut down its milling operations pending its
receipt of a permit to further raise its tailings pond.



i

On January 29, 2001, after obtaining the necessary permit to increase the height of the tailings pond to
the 65-meter limit set by the Departiment of Environment and Nataral Resources (DENR), the Parent
Company resumed ils milling operations.

On July 26, 2001, the Parent Company’s BOD resolved 1o shut down the Parent Company's mining
operations duc to the expiration of its temporary authority to construct and operate its tailings dam
issued by the DENR. In view of the suspension of the Parcnt Company’s mining operations, the
registration of the Parent Company s copper flotation project was suspended by the BOT on

Angust 23, 2005,

In 2003, several companics expressed interest in the area that lies between the Kalayaan district at the
extreme southwest end of the Parent Company’s tenement holdings and immediately north of the
historical operations and the Philex Bovongan discovery. This area has been named the “Corridor™ as
it covers important geology and structures that zonneet two significantly mineralized areas. The
Corridor also hosts several small gold deposits that are not currently cconomie to develop and
operate. However, with additional investment and operations, it is expected that the reserves would
grow significantly.

The Parent Company is a holder of a valid and =xisting Mineral Production Sharing Agreement
(MPSA) No, 253-2007-X111 granted on August 10, 2007 for a period of 25 years trom issuance
thereot or until August 10, 2032, consisting of 211,50 heetares (has.) located in Placer, Surigao del
Norte,

In addition, the Parent Company also filed applications for MPSA, designated as Application for
Production Sharing Aprcement (APSA) No. 0006-3X { AMD.) on September 14, 1992 consisting of
1,580.00 has.; and APSA No. 0007(X) filed on November 26, 1992, consisting of 4.793 85 has..
located in Cabadbaran Cily, Agusan del Norte; and applications for conversion covering its mining
lease contracts granted under the old mining law namely, APSA No. XIT1-083 filed on

February 21, 2003 consisting of 530,00 has.; APSA No, 000107-X111 filed February 17, 2011,
consisting of 265,50 has., all situated in Placer, Surigan del Norte. All these applications were
alrcady endorsed by the Mine and Geoscicnces Bureau (MGB) Regional Office in Surigao City to the
Director of MGB, for final evaluation and approval by the DENR Sccretary.

The second renewal of Exploration Permit (EP)No, XTT1-014-A under the name of the Parent
Company was granted on April 28, 2010 valid until April 28, 2012, Prior to its expiration, an
application for another renewal was filed by the Parent Company on April 20, 2012 for the purpasc of
completing the feasibility study, consisting of 2,176.28 has. Also, in Placer, Surigao del Norte and is
awaiting approval by the Director of MGB. On April 24, 2013, the Parent Company paid the amount
ol 653,100 representing payment for renewal fee for EP No. X111-014-A, pursnant to DENR
Administrative Order (DAO) No. 2013-10. As of December 31, 2020, the pending application for
renewal of the said permit is still acknowledged by the MGB.

On January 4, 2017, a sceond renewal of the two-year Exploration period of MPSA No. 253-2007-
XIIT was granted by MGB to the Parent Company pursuant to the pertinent provisions of DAO No.
2010-21 providing for a Consolidated DAO for Implementing Rules and Regulations of Republic Act
(RA) No. 7942, otherwise known as the “Philippine Mining Act of 19957 which represents the 5th
and 6th years of the Exploration Period of the MPSA. This shall not constitute an extension of the
25-year term of MPSA No. 253-2007-XTIL
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On December 5, 20017, the MGB granted the Parent Company an “Authority to Verify Minerals™
which will enable the Parent Company to undertake further exploration drilling in the Mapaso Arca
covered by APSA-O00107-XIIL. The objective of this drilling program is to lift confidence in present
resource estimates which is the basis of Tinancial plans towards resumption of mimng activitics, The
authority is valid for one year.

The Parent Company has actively pursued mineral exploration activitics within its tenements in
Placer, Surigao del Norte after suspension of its mining activities in 2001, Through these efforts, the
Parent Company has further enhanced the value on its mineral resource and potential in terms of gold,
silver and copper. In addition, it has maintainec all infrastructure inclusive of its tailings pond, true to
1ls corporale commilments o government and host communities. As a resident of Surigao del Norte,
the Parent Company has engaged in social and environmental projects ranging from continuous
revegetation of abandoned pit mining areas to educational and cultural activities and even disaster
reliel and rescuc,

KCGRI

Exploration drilling activities on the Kalayaan project started in 2007, On January 22, 2007, the
Parent Company has initiated mining activities through an exploration program adopted during the last
quarter of 2006,

On May 11, 2011, the Parent Company, KCGRI and Philex Mining Corporation (Philex), finalized an
agreement for the exploration and joini development of the Kalayaan Project localed in Placer,
Surigao del Norte.

The Kalayaan Project, which is registered under KOGRI, ir covered by EP Mo, X1I-014B,

Prior to the expiration of EP-X111-014B, an application for another renewal was filed by KCGRT on
April 18, 2012 for the purpose of conducting a more in-depth and detailed exploration in the area and
to complete the feasibility study and is awaiting approval by the Direclor of MGB,

On April 18, 2017, the BOD of the Parent Combany approved a two-year extension of Earn-In Period
in the Farm-In Agreement (F1A) among KCGRI, the Parent Company and Philex in view of the delay
in the approval of the renewal of EP No., XITI-014B. On January 8, 2019, the Parent Company agreed
for another two-year extension of the Earn-in Period. Another extension of the Eam-in Perind was

agreed by the parlics on December 17, 2020 for an additional two years, The new Earmn-in Period will
now be 12 vears following the execution of the Farm-In Agreement and will expire on May 10}, 2023,

The Group’s Ahility to Continue as a Going Concern

As discussed in the preceding section of this noce, the Group is non-operating being under a care and
maintenance status. Resulting from its current status, the Group incurred net losses of 7.2 million
and £17.9 million in 2020 and 2019, respectively, resulting in deficit of £1,203.8 million and
BL.196.6 million as of December 31, 2020 and 2019, respectively. Also, the Group’s current
liabilities exceeded its current assets by 1294 million and £105.8 million as of December 31, 2020
and 2019, respectively,

In responsc to these matters, the Group is planning {o take the following aclions:

= raise capital through stock rights offering to address the liquidity gap

e pegoliate delerral of payments of related parly and third-party current liabilitics
= manage expenditures for its day-to-day activities

*  re-open operations in Surigao del Morte
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Management has determined that the actions above are sufficient to raise financial resources for at
least the next twelve months from December 31, 2020 and has therefore prepared the financial
statements on a going concern basis,

Authorization for Issue of the Consolidated Financial Staleiments

The Parent Company's BOD has delegated the authority to approve the financial statements to the
Audit Commuilles. Accordingly, the consohdaced Onancial statcments were authorized Tor 1ssuance
by the Parent Company’s Audit Committee on June 7, 2021.

Basis of Preparation, Statement of Compliance, Basis of Consolidation, Changes in Accounting
Policics and Summary of Significant Accounting and Financial Reporting Policics

The consolidated financial statements of the Group have been preparcd under the historical cosl basis,
exeept for financial assets designated at fair value through other comprehensive income (FYOCT) that
have been measured al fair value. The consolidated fnancial statements are presented in Philippine
Peso, the Parent Company’s and the Subsidiary’s functional and presentation currency. All amounts
are rounded to the nearest peso, except when otherwise indicated. The consolidated financial
statements provide comparative information in respect of the previous period.

The specific accounting policies followed by the Group arc disclosed in the following scction.
Statement of Compliance

The consolidaied financial statcments of the Group have been prepared in aceordance with Philippine
Financial Reporting Standards (PFRSs).

Basis of Consolidation

The consolidated financial statements include the accounts of the Parent Company and the
Subsidiary. The financial statcments of the subsidiary arc prepared for the same reporling year as the
Parent Company, using uniform accounting policies for like transactions and other events in similar
circumstances.

Control is uchieved when the Group is cxposce, or has nights, (o vadable relums from its involvement
with the investee and has the ability to aftect those returns through its power over the investee. The
Group controls an invesice i and only il the Group has all of the Tellowing;

 Power over the investee (1.e., existing rights that give il the current ability to direct the relevant
activitics of the invesiee);

# Exposure, or rights, to variable returns from its involvement with the investee; and

#  The ability to use its power over the investee o alfeet the amount of its returns,

Generally, there is a presumplion that a majority of voling rights resulls in control. To support this
presumption and when the Group has less than a majority of the voting or similar rights of an
inyestice, the Group considers all relevant facts and circumstances in assessing whether it has power
over an investee, including:

# The contractual arrangements with the other vote holders of the investee,

» Rights arising from other contractual amrangements,
¢ The Group’s voting rights and potential vating rights.
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The Group re-asscsses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three clements of control. Consolidation of a subsidiary
begins when the Group obtains control over the subsidiary and ceases when the Group loscs control
of the subsidiary. Assets, liabilities, income anc expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated financial statements from the date the Group gains
control until the date the Group ceases to control the subsidiary,

Profit or loss and each component of OCI are atribuicd to the equity holders of the Parent Company
and to the non-controlling interests (NCI), even if this results in the NCI having a deficit balance.
When necessary, adjustments are made (o the financial statements of subsidiaries to bring their
accounting policies in line with the Parent Company s accounting policies.

All intra-group assets and liabilities. equily, income. expenses and cash flows relating (o transactions
between members of the Group are climinated ia full on consolidation,

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction under equity reserve. [f the Group loses control over a subsidiary, it derecognizes
the related assets (including goodwill), liabilities, NCI and other components of equity, while any
gain or loss is recognized in profit or loss. Any investment retained is recognized at fair value.

Subsidiaries
Subsidiaries arc entities over which the Parent Company has control.

NCI

MNCI represents the interests in the subsidiary net held by the Parent Company and are presented
separately in the consolidated statement of comarehensive income and within equity in the
comsolidated statement of financial position, separatcly from the equity attributable to equity holders
of the Parent Company. Where the ownership of a subsidiary is less than 100%, and therefore an NCI
exisls, any losses of that subsidiary are attributed (o the NCI even if that results in a deficit balance.
Transactions with NCI are accounted for as cquity transactions,

Changes i ‘counting Policics

New and Amended Standards and Interpretations

The accounting policics adopted arc consistent with those of the previous financial year, cxcept that
the Group has adopted the following new accounting pronouncements starting January 1, 2020,
Adoption of these pronouncements did not have any significant impact on the Group's financial
position or performance unless otherwise indicated.

Amendments (o PFRS 3, Business Combinations, Definition of a Business

e  Amendments to PERS 7, Financial Instruments: Disclosures and PFRS 9, Financial Instruments,
Interest Rate Benchmark Reform

* Amendmenis to PAS 1, Presentation of Firancial Statements, and PAS 8, Accounting Policies,
Changes in Accownting Estimates and Ervers, Definition of Material

s Conceptual Framework for Financial Repo-ting issued on March 29, 2018

e Amendments to PEFRS 16, COVID-{ 9-relmed Remt Concessions

Standards Issued but not vet Effective

Pronouncements issucd but not yet effective are listed below. The Group intends to adopt the
[ollowing pronouncements when they become aftective. Adoption of these pronouncements is nol
expected to have a significant impact on the Group's consolidated Ninancial stalcments,
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Effective beginming an or after January T, 2021

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

Effective beginning on or after January 1, 2022

s Amendments to PERS 3, Reference to the Concepiual Framework

o Amendments o PAS 16, Plant and Equipment: Proceeds hefore Infended Use
e Amendments to PAS 37, Onerows Contracts — Costs of Fulfilling a Contract
o _dnnual improvements to PFRSz 2018-2020 Cycle

¢« Amcendments to PERS 1, First-time Adoption of Philippines Financial Reporting Standards,
Subsidiary av a first-time adopter

»  Amendments to PFRS 9, Financial Tnstrinsents, Fees in the 10 per cent” test for
derecognition of financial labilities

s Amendments to PAS 41, Agriculture, Taxation in faiv value measuyrements

Effective beginning on or after January 1, 202

+  Amendments to PAS 1, Classification of Liahilities as Currvent or Non-current
PFRS 17, Insurance Contracts

Deferred effectivity

o Amendments to PERS LU, Consolidated Financial Statements, and PAS 28, Safe or Contribution
af Assets betweer an Investor and its Assodate or Joint Venture

Summary of Sianificant Accounting and Finaneial Reporting Policies

Presentation of Consolidated Financial Stateiments
The Group has elected to present all items of recognized income and expense in a single consolidated
statement of comprehensive income,

Current versus Noncurrent Classificalion
The Group presents assets and liabilities in statement of financial position based on
curtentmoncurrent classilication.

An assct is curreni when it 1s:

Expeeted to be realized or intended to be sold or consumed in normal operating cyele;

Held primarily for the purposc of trading;

Expected to be realized within 12 months after the financial reporting period; or

Cash or cash cquivalent unless restricted from being exchanged or used to settle a liability for atl
least 12 months after the financial reporting period.

* 8 &+ @

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

It is expected to be settled in normal operating cycle;

It is held primarily for the purpose of trading:

1t is due to be setlled within 12 months afier the financial reporting period: or

There is no unconditional right to defer the scitlement of the liability for at least 12 months afier
the financial reporting period.

& & =&

The Group classifies all other liabilitics as noncurrent,

Cash
Cash includes cash on hand and in banks.

Financial Instruments
A financial instrument is any conlract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity.

Financial Assefs

Initial Recognition and Measurement

Financial assets are classified, at initial recognition, as subscquently measured al amortized cost,
FVOCI and fair value through profit or loss (FYPL).

The classification of financial assets at initial recogmition depends on the fimancial asset's confractual
cash flow characteristics and the Group’s businzss model for managing them. The Group initially
measurcs a financial asset at its [air value plus, in the case of a financial asset not at FVPL,
transaction costs.

In order for cash and receivables to be classified and measured at amortized cost or FVOCT, it needs
{o give risc 1o cash flows that are ‘solely for payments of principal and intcrest’ (SPPI) eriterion. This
asscssment is relerred to as the SPPI test and is performed at an instrument level.

The Group's business model for managing financial asscts refers to how it manages its financial
assets in order to gencrate cash flows. The business model determines whether cash flows will result
from collecting contractual cash flows, sclling the financial assets, or both.

For equity instruments, these are classified and measured at FYOCL,

Purchases or sales of financial asscts that require delivery of assets within a time frame established by
regulation or convention in the market place (regular way trades) arc recognized on the trade date,
i.e., the date that the Group commits to purchase or sell the asset.

Stbsequent Measurement
For purposes of subsequent measurement, financial assels are classified in four calcgories:

Financial assets at amortized cost (debt instruments)

*  Financial asscls at FYOCT with reeyeling of cumulative gains and losses (debt instruments)
Financial assets designated at FVOCI with no recycling of camulative gains and losses upon
derecognition (equity instruments)

» Tinancial assets at FVPL
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Financial Assets at Amortized Cost (Debr Instriments)
This category is the most relevant 1o the Group. The Group measurcs financial assets al amortized
cost il both of the following conditions are met:

e The financial asset is held within a business model with the objective to hold financial asscls in
order lo collect contractual cash ows, and

#  The contractual terms of the financial asset give risc on specificd dates 1o cash flows that are
SPPI criterion.

Financial assets at amortized cost are subsequently measured using the effcctive interest rate (EIR)
method and arc subjcet (o impairment. Gains end losses are recognized in profit or loss when the
asset is derecognized, modified or impaired.

The Group's financial assets at amortized cost pertains to cash, receivables, contract deposits under
‘Prepayments and other current assets’, and mine rchabilitation fund (MRF) under *Other noncurrent
asscis’,

Financial Assets Designated at FVOCT (Equity Instraments)

Upon initial recognition, the Group can elect te classify irrevocably its equity investments as cquity
instruments designated at FVOCT when they meet the definition of equity under PAS 32, Financial
Instruments: Presentation, and arc not held fortrading, The classitication is determined on an
instrument-by-instrument basis,

Giains and losses on these financial asscts are never recyeled to profit or loss. Dividends are
recognized as other income in the consolidated statement of comprehensive income when the right of
puyment has been established, except when the Group benefits from such proceeds as a recovery of
part of the cost of the financial assel, in which case, such gains are recorded in OCL. Equity
instruments designated at FYOCT are not subjcel (o impairment assessment.

The Group elected to classify under this category its quoted and unguoted equity sharcs under
‘Financial assets designated at FVOCI',

Financial Assets at FVPL

Financial asscts at FVPL include [inancial assets held for trading, financial asscts designated upon
initial recognition at FVYPL, or financial assets mandatorily required 1o be measured at fair value.
Financial assets are classified as held for trading if they are acquired for the purpose ol sclling or
repurchasing in the near term. Derivatives, including scparated embedded derivatives, are also
classified as held for trading unless they are designated as effective hedging instruments, Financial
asscls with cash flows that are not SPPI are classified and measurcd at FVPL, irrespective of the
business model. Notwithstanding the criteria for debt instruments to be classificd at amortized cost or
at FVOC], as described above, debt instruments may be designated at FVPL on initial recognition if
doing so eliminates, or significantly reduces, an accounting mismatch.

Financial asscts al FVPL arc carried in the consolidated statement of financial posilion at fair value
with net changes in fair value recognized in the consolidated statement of comprehensive income.

The Group has no financial assets under this calcgory.
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fmpairment

The Group recognizes an allowance [or expected credit losses (ECLs) for all debt instruments nol
held at FVPL. ECLs arc based on the difference between the contraciual cash flows dug in
accordance with the contract and all the cash flows that the Group expects to reccive, discounted al an
approximation of the original EIR. The expected cash flows will include cash flows from the sale of
collateral held or other eredit enhancements that are integral to the contractual terms.

ECLs are recognized in two stages, For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs are provided for credit losscs that result from
default events that are possible within the next |2 months (a 12-month ECL). For those credil
exposurcs for which there has been a significanl increase in credit nisk since initial recognition, a loss
allowance is required for credit losses expected over the remaining life of the exposure, irrespective
of the timing of the default (a lifetime ECL).

For cash, the Group applies the low credit risk simplification. At every reporting date. the Group
evaluates whether the debt instrument is considered to have low credif risk using all reasonahle and
supportable information that is available without undue cost or ¢ffort. In making that evaluation, the
Group reasscsscs the intemal credit rating of the debi instrument. In addition, the Group considers
that there has becn a significant increase in credit risk when contractual payments are more than 30
days past duc,

The Group considers a financial asset in defaull when contractual payments are 90 days past due, A
financial asset is written ofT when there is no reasonable expectation of recovering the contractual

cash flows.

Financial Liabilities

Initial Recognition and Measurement

Finaneial liabilities are classified, at initial recopnition, as financial labilities at FVPL or amortized
COSL,

All financial liabilitics are recognized initially at fair value and, in the case of amortized cost, net of
directly attributable transaction costs.

The Group's financial liabilities is composed o7 accounts payable and accrucd expenses which are
classificd as financial liabilities at amortized cest, The Group has no linancial liabilitics al FVPL,

Subsequent Measurement

Afier initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortized cost using the EIR method.  Gains and losses are recognized in profit or loss when the
liabilities are derccognized as well as through the EIR amortization process.

Amortized cost is caleulated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the EIR. The EIR amortization is included as interest expense in
the consolidated statement of comprehensive income. This calcgory generally applics to interest-
bearing loans and borrowings.
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Derecognition of Financial Instruments

Financial Assets

A financial asset (or. where applicable a part of a financial asset or part of a group of financial assets)
is derccognized when:

the rights to receive cash flows from the asset have expired, or
the Group has transferred 16s rights (o receive cash flows from the asset or has assumed obligation
to pay the received cash flow in full without material delay to a third person under a *pass-
through® arrangement, or

o the Group has transferred its right to receive cash Mows from the asset and cither (a) the Group
has transferred substantially all the risks and rewards of the asset, or (b) the Group has neither
transferred nor retained substantially all the risks and rewards of the assct, but has transterred
control of the asset.

When the Group has transferred its rights to receive cash Mows Trom an assel or has entered into a
pass-through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of
ownership, When it has neither transferred nos retained substantially all of the risks and rewards of
the asset. nor transferred control of the asset, the Group continues to recognize the transferred asset
to the extent of its continuing involvement. In that casc, the Group also recognizes an associated
liability. The transferred asset and the associated liability are measured on a basis that reflects the
rights and obligations that the Group has retaived, Continuing involvement that takes the form of a
guarantee over the transterred asset is measured at the lower of the original carrying amount of the
asscl and the maximum amount of consideration that the Group could be required to repay,

Financial Liahilities

A Tinaneial liability 18 derccognized when the obligation under the hiability 1s discharged, cancelled or
expired. When an existing tinancial 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 derecoznition of the ariginal lability and the recognition ol a
new liability, and the difference in the respeelive carrying amounts is recognized in the consolidated
statement of comprehensive income. The difference i the respective carrying amount 18 recognized
in the consolidated statement of comprehensive income.

Offsetting Financial Instrumenty

Financial assets and financial liabilities are offsct and the net amount reported in the consolidated
statements of financial position if, and only if, there is a currently 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 lability simultaneously.

Fair Value Measurement
The Group measures financial instruments at fair valuc at cach end of the reporting period. Alsa, fair
values of financial instruments measured at amortized cost are disclosed in Note 20,

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants al the measurcment date, The Tair value measurement is
based on the presumption that the transaction to sell the asset or transfer the liability takes place
cither;

¢ In the principal market for the asset or liability. or
e In the absence of a principal market, in the most advantageous market for the asset or liability,
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The principal or the most advantageous market must be accessible to by the Group. The fair value of
an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest,

A fair value measurement of a non-financial asset takes inlo account a markel participant's ability lo
generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Group uscs valuation technigues that are appropriate in the circumstances and tor which
sufficient data are available to measure fair value, maximizing the usc of relevant observable inputs
and mimmizing the use of unobservable inputs.

All assets and liabilities for which fair value is measurcd or disclosed in the consolidated financial

statement are calegorized within the fair value hierarchy, described as follows, based on the lowest

level input that is significant to the fair value measurcment as a whole:

»  Level | - Quoted (unadjusted) market prices in active markets for identical assets or liabilitics

¢ Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is dirccily or indireclly obscrvable

s Level 3 - Valuation techniques for which the lowest level input that is significant (o the fair value
measurement is unobscrvable

For assets and liabilities that are recognized in tae consolidated financial statements on a recurring
basis, the Group determines whether transfers have occurred between levels in the hierarchy by
re-assessing categorization (based on the lowest level input that is significant to the fair value
mcasurcment as a whole) at cach end of the reporting period.

The fair value of financial instrumenis that arc actively traded in organized financial markets is
determined by reference to quoted market close prices at the close of business on the end of the
reporling period.

For linancial instruments where there is no active market, fair value is determined using valuation
techniques. Such techniques include comparison 1o similar investments for which market observable
prices exist and discounted cash flow analysis or other valuation maodels,

For the purpose of fair value disclosures, the Ciroup has determined classes of assets and liabilitics on
the basis of the nature, characteristics and risks of the asset or liability and the level of the fair value
hierarchy as explained above,

Inventories

Invenlorics conststs of parts, supplics, Tuel and lubricants which are stated at the lower of cost and
NRY. Cost of parts and supplics on hand arc determined al moving average. Costs of inventories
comprise all costs of purchase and other costs incurred in bringing the materials and supplies to their
present location and condition. NRV for parts and supplies is the value of the inventories’
replacement cost. In determining the NV, the Group considers any adjustments necessary for
absolescence. Provision for losscs is delermined by reference (o specific items of inventories.

The Group determines the NEV of inventoerics al cach reporting peried. 1 the cost of the inventories
exceeds its NRV, the asset is written down to its NRY and inventory loss is recognized in the
conselidated statcment of comprehensive income in the period the impairment incurred, In case the
NRY of the inventories increased subsequently, the NRY will increase the carrying amount of
inventarics but anly 1o the extent of the inventony loss previously recognized.
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Prepayments and Other Current Assety

The Group’s prepayments and other current asscls include contract deposits and miscellaneous
deposits. These are classified as current since the Group expects to realize or consume the asscls
within 12 months aficr the end of the reporting period,

Comtract Deposits

Contract deposits pertain to deposits made for future drilling services of its affiliate. These are
classified as current since these are expected to be offset against future short-term billings and may be
refunded upon nonperformance of services. These are recognized in the books at amounts initially
paid.

Miscellancous depaosits

Miscellancous deposils arc advance payments made Lo supplicr of services., These are classified as
current since these are expected to be offset against future short-term billings and are recognized in
the books at amounts initially paid.

Property and Equipment
Property and cquipment, cxeepl land, are carried al cosl less accumulated depletion and depreciation
and impairment in value, if any.

The initial cost of property and equipment comprises its purchase price or construction cost, including
import duties and nonrefundable purchase taxes and any directly attributable costs of bringing the
asset to its working condition and location for its intended use. Such cost includes the cost of
replacing part of such property and equipment when that cost 15 incurred i the recognition erileria are
mal.

Expenditures incurred after the property and equipment have been put into operations, such as repairs
and maintenance, are normally charged to expense in the period when the costs are incurred.

When a mine construction project moves into production stage, the capilalization of minc
consiruction costs ceases, and costs arc cither regarded as inventory or expensed, except for costs
which qualify for capitalization relating to mine site additions or improvements, underground mine
development or mineable reserve development.

In situations where 1l can be clearly demonstrated that the expenditures have resulted in an increase in
the future economic benefits expected to be obtained from the use of an item of property and
cquipment beyond ils originally assessed standard of performance, the expenditures are capitalized as
additional costs of property and equipment. ©Major maintenance and major overhaul costs that are
capitalized as parl of property and equipment are depreciated on a siraighi-line basis over the shorler
of their estimated useful lives, typically the perod until the next major maintenance or inspection, or
the estimated vselul Lilc of the related property and cquipment.

Land is recorded at cost less any impairment in value,

Depreciation is calculated using the straight-line method to allocate the cost of each asset less its
residual value, il any, over ils estimated usclul life, as follows:

Type of Assct Fistimated Usetul Life in Years
Machinery and equipment 5 to 20

Building and improvements 20

Fumiture, effice and other cquipmenl 5
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Depreciation of properly and cquipment begins when it becomes available for use, i.e.. when it 15 in
the location and condition necessary for it to be capable of operating in the manner intended by
management. Each part of an item of property and equipment with a cost that is significant in
relation to the total cost of an item shall be depreciated separately.

Depreciation ceases when asscts are fully depreciated or at earlier of the date that linc iiem is
classificd as held for sale (or included in a disposal group that is classificd as held for sale) in
accordance with PFRS 5, Noncurrent Assets Held for Sale and Discontinued Operations, and the date
the item is derecognized.

The assets” residual values, if any, useful lives and methods of depletion and depreciation are
reviewed at cach reporting period and adjusted prospectively, if appropriate. An asset’s carrying
amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount,

Clonstruetion in-progress represents work under construction and is stated at cost. Construction
in-progress s not deprecialed until such time that the relevant assets are completed and available for
use.

An item of properly and cquipment is derecognized upon disposal or when no future cconomic
benefits are expected to arise from the continued use of the assel. Any gain or loss arising on
derecognition of the asset (calculated as the difierence between the net disposal proceeds and the
carrying amount of the item) is included in the consolidated statement of comprehensive income in
the year the item is derecognized.

Fully-depreciated property and equipment are maintained in the accounts until these are no longer in
use.

Deterred Mine Exploration and Evaluation Costs

Pre-license costs are expensed in the period in which they are imcurred, Once the legal right to
explore has been acquired, exploration and evaluation expenditure is deferred as assel when future
economic benelit is more likely than not to be realized. These costs include matcerials and fuels used,
surveying costs, drilling costs and payments mede (o contractors, The Group capitalizes any further
evaluation cosls incurred to exploration and evzluation assets up to the point when a commercial
reserve is established.

In cvaluating if expenditures meet the criteria to be capitalized, several different sources of
information are utilized. The information that is used to determine the probability of future benefits
depends on the cxtent of exploration and evaluztion that has been performed. Once commercial
reserves are established, exploration and evaluation assets are tested for impairment and transferred to
mine and mining properties. No amortization is charged during the exploration and evaluation phase.
If the area is found to contain no commercial reserves, the accumulated costs are expensed. Mine
exploration costs of mincral propertics that have been in operations were capitalized as minc and mining
property and are included in “Deferred Mine Exploration and Evaluation Costs™ account.

Other Noncurrent Asscls

Other noncurrent assets of the Group include the excess inpul valuc-added tax (VAT), prepaid
rovalties, advances to land owners and various deposits. These are classificd as noncurrent since the
Group expects to utilize the assets beyond 12 months from the end of the reporting period.
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Input VAT

Fevenues, cxpenses, and assels are recognized net of the amount of YAT, if applicable.

When VAT from sales of goods andfor services (output VAT) exceeds VAT passed on from purchases
of goods or services (ionpul VAT, the excess is recognized as payable in the statement of financial
position. When VAT passed on from purchascs of goods or services (input VAT) exceeds VAT from
sales of goods and/or services (output YAT), the excess is recognized as an asset in the statement of
financial position to the extent of the recoverabl: amount,

Tnput VAT represents the VAT paid on purchases of applicable goods and services, net of oulput tax,
which can be claimed for refund or recovered as tax credit against future tax liability of the Group upon
approval by the Philippine Bureau of Internal Revenue (BIR). Input VAT on capitalized goods
exceeding 1,000,000 15 subject (o amorlization and any cxcess may be ulilized against output VAT T
any, bevond 12 months from the reporting period or can be claimed for refund or as tax credits with the
Philippine Department of Finance.

Prepaid Rovalties
Prepaid rovalties are advance payments to claim owners and real property taxes.

Impairment of Nonfinancial Assets

Prepayments and Other Current Assets and Other Noncurrent Assets

The Group provides allowance Tor impairment losses on prepayments and current assets and
other noncurrent assets when they can no longer be realized. The amounts and timing of
recorded expenses for any period would differ if the Group made different judgments or utilized
different estimates. An increase in allowance for impairment losses would increase recorded
expensce and decreasce the nonfinancial assets,

Praperty and Equipment

Property and equipment are reviewed for impairment whenever events or changes in circumstances
indicale that the carrying amount of an asset may not be recoverable, I any such indication exists
and where the carrying amount of an asset exceeds its recoverable amount, the asset or cash
generating unil {CGUY 18 wrillen down Lo s recoverable amount. The cstimated recoverable amounl
is the higher of an asset’s fair value less costs to sell and value in use. The fair value less costs to sell
i5 the amount obtainable from the sale of an asscl in an arm’s-length (ransaclion less the costs of
disposal while value in use is the present value of estimated future cash flows expected to arise from
the continuing use of an assel and from its disposal at the end of its useful hfe. For an asset that docs
not generate largely independent cash inflows, the recoverable amount is determined for the CGU to
which the assel belongs. Impatrment losses are recognized in the consolidated statement of
comprehensive income.

Recovery of impairment losses recognized in prior years is recorded when there is an indication that
the impairment losses recognized Tor the asset no longer exist or have decreased. The recovery is
recorded in the conselidated statement of comprchensive income. However, the increased carrying
amount of an assel duc lo a recovery of an impairment loss 1s recognized only to the exlent that i
does not exceed the carrying amount that would have been determined (net of depletion and
depreciation) had no impairment loss been recognized for that asset in prior years,

Deferved Mine Exploration and Evaluation Costs

Deterred mine exploration and evaluation costs are assessed for impairment when facts and
circumstances suggest that the carrying amount of the deferred mine exploration and evaluation costs
may exceed its recoverable amount. An impainment review 1s performed, either individually or at the
CGU level, when there are indicalors that the carrying amound of the asscets may exceed their
recoverable amounts. To the extent that this occurs, the excess is fully provided against, in the
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reporting period in which this is determined. Exploration assels are reassessed on a regular basis and

these costs are carried forward provided that at least one of the following conditions is met;

+  Such costs are expected to be recouped in full through successtul development and exploration of
the area of interest or alternatively, by its sale; or

» Exploration and evaluation activities in the area of interest have not yet reached a stage which
permits a reasonable asscssment of the existence or otherwise of economically recoverahle
reserves, and active and significant operations in relation to the arca are continuing or planned for
the future,

An impairment loss recognized in prior periods for an asset other than goodwill must be reversed if,
and only if, there has been a change in the estimates used 1o determine the asset’s recoverable amount
since the last impairment loss was recognized. If'this is the case, the carmying amount of the asset
must be inereased to ity recoverable amount. However, such reversal must not exceed the carrying
amount that would have been determined (net of amortization or depreciation} had no impairment
loss been recognized for the asset in prior years,

Provisions

Creneral

Provisions are recognized when the Group has a present obligation (legal and constructive) as a result
of a past event, it is probable that an outflow of resources embodying cconomic benefits will be
required to settle the obligation; and a reliable estimate can be made of the amount of the obligation.

I the effect of the time value of money is material, provisions are made by discounting the expected
futurc cash flows al a pre-tax rate that reflects carrent market assessment of the time value of money
and, where appropriate, the risks speeific to the liability,

Where discounting is used, the increase in the provision duc to the passage of time is recognized as
inferest expense in the consolidated statement of comprehensive income.

When the Group expects a provision to be reimbursed, the reimbursement is recognized as a separate
assct but only when the receipt of the reimbursement is virtually certain. The expense relating to any
provision is presented in the consolidated statecment of comprehensive income, net of any
reimbursement.

Capital Stock and Additional Paid-In Capital (APIC)

Common shares are classified as equity. Incremental costs dircelly attributable to the issue of new
shares or options are shown in the consolidated saatement of changes in equity as a deduction from
procceds, The excess of proceeds from issuance of shares over the par value of shares are credited to

APIC.

Subscribed capital stock is reported in equity less the related subscriplion reccivable,

Deficit
Deficil represents accumnulated losses of the Group, dividend distributions, prior period adjustments,
effects of changes in accounting policy and other capital adjustments.

Share-hased Payments
The Parent Company has equity-settled, share-based compensation plans with its officers and
employees,

Stock Option Plan

The Parent Company has stock option plan which allows the grantees to purchase the Parent
Company's shares. The Parent Company recognizes stock compensation cxpense over the holding
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period. The Parcnl Company treals its stock option plan as option exercisable within a given period,
Dividends paid on the awards that have vested are deducted from equity and those paid on awards
that arc unvested are charged Lo profil or loss. For the unsubscribed shares where the gruntees siill
have the option to subscribe in the future, these are accounted for as options.

The cost ot equity-settled transactions is determined by the fair value at the date when the grant is
made using an appropriate valuation model.

Equity Reserve
Equily reserve represents the effcet of the transaction of the Parent Company arising from change in
ownership interest in a subsidiary without loss of conirol,

Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic henefits associated with the
transaction will fow 10 the Group and the amouat of tevenue can be reliably measured. The following
specific recognition criteria must also be met be ore revenue is recognized:

Fetterest Tncome
Interest income is recognized as it accrues using the EIR method.

Other Income
Other income is recopnized when camaed.

ac]

OC1 comprises items of income and expense (including items previously presented under the parent
company statement of changes in equity) that are not recognized in the profit or loss for the vear in
accordance with PFRS.

Costs and Expenses

Cost and 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 distributions to equity participants, Administrative and overhead costs are generally
recopnized when the service 1s used or as the expensc arises.

eases
Aceounting policies on the initial recognition and classification of leases applied before
Jeanpaary I, 2074

Determination of Whether an Arvangement Corfainy a Lease

The determination of whether an arrangement is or contains a lease is based on the substance of the
arrangement and requires an assessment of whether the fulfilment of the arrangement is dependent on
the use of a specific asset or assets and the arrangement conveys a right to use the asset. A
reassessment 15 made aller inceplion of the lease only if onc of the Tollewing applies;

{a) Thereis a change in contractual terms, other than a rencwal or extension of the ammangement;

(b} A renewal option is exercised or extension granted, unless that term of the renewal or extension
was initially included in the lease term;

{c) There is a chinge in the determination of whether fulfilment is dependent on a specified asset; or

{d) There is a substantial change to the asset.
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Where a reassessment is made, leasc accounting shall commence or cease [rom the date when the
change in circumstances gave risc to the reassessment for scenarios (a), (c) or (d) above, and at the
datc of renewal or extension period for scenario (b).

Operating Lease - Group as a Lessee

Leases where the lessor retaing substantially all the risks and benefits of ownership of the asset are
classified as operating lease. Operating lease payments are recognized as an expensc in the
consolidated statement of comprehensive income on a straight-line hasis over the lease term.

Accounting policies on the initial recognition and classification of leases applied on or afier
January I, 2019

The Group assesses al contract inception, all anangements to determine whether they are, or contain,
a lease, That is, if the contract conveys the right to control the use of an identified asset for a period
of time in exchange for consideration. The Corapany is not a lessor in any transactions, it is only a
lessee.

(rroup as a Lessee

The Group applics a single recognition and messurement approach for all leases, except for short-
term leasces and leases of low-value assets. The Company recognizes lease liabilities to make lease
payments and right-of-use assets representing the right 1o use the underlying assets.

Leases of Low-valie Assels

The Group applics the leases of low-value assets recognition exemplion 1o lease of office space that is
considered (0 be of low value. Lease payments on leases of low-value assels aic recognized as
expense on a straight-line basis over the lease term.

Employee Benefits

The net defined retirement benefits liability or asset is the aggregate of the present value of the
defined benefit obligation at the end of the reperting period reduced by (he fair value of plan assets
(if any), adjustcd for any effect of limiting a net defined benefit asset to the asset ceiling. The asset
ceiling is the present valuc of any economic benefits available in the form of refunds from the plan or
reductions in future contributions to the plan.

The cost of providing benefits under the defined benelit plans is actuarially determined wsing the
projected unit credit method,

Defined benefit costs comprise the following;

= Service cost
o Net interest on the net defined retirement benefits liability or asset
s Remeasurements of net defined retirement benefits hability or asset

Service costs which include current serviee costs, past service costs and gains or losses on non-
routing settlements are recognized as expense in consolidated statement of comprehensive income.
Past scrvice costs arc recognized when plan amrendment or curtailment occurs. These amounts are
calculated periodically by independent qualified actuaries.
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Met interest on the net defined retirement benefits liability or asset is the change during the period in
the net defined retirement benelils labilily or assel that arises from the passage of time which is
determined by applying the discount rate based on government bonds to the net detined retirement
benefits lability or assct. Nel interest on the nat defined retirement benefits lability or asset is
recognized as expense or income in consolidated statement of comprehensive income,

Remeasurements, comprising actuarial gains and losscs, arc recognized immediately in OCT in the
period in which they anise. Remeasurements are not reclassified to consolidated statement of
comprehensive income in subsequent periods.

The Group's right (o be reimbursed of some orall of the expenditure required to settle a defined
retirement benetits liability is recognized as a separate asset at fair value when and only when
reimbursement is virtually cerlain,

Termination Benefit

Termination henefits are emplovee benefits provided in exchange for the termination of an
emplovee’s employment as a result of either an entity’s decision to terminate an employee’s
employment belore the normal relirement dale or an employee’s decision to accept an offer of
benefits in exchange for the termination of employment.

A liability and expense for a termination beneflt is recognized at the carlier of when the entity can no
longer withdraw the offer of those benefits and when the entity recognizes related restructuring costs,
Initial recognition and subsequent changes to termination benefits are measured in accordance with
the nature of the employee benefit, as either post-employment benefits, short-term employee benefits,
ar other long-term employee beneliis,

Emplovee Leave Entitfiement

Employee entitlements to annual leave are recognized as a liability when they are accrued to the
emplovees. The undiscounted liability Tor leave expected to be settled wholly before 12 months after
the end of the annual reporting period is recognized for services rendered by employees up to the end of
reporting period,

Foreign Currency Transactions

Transactions in foreign currencies are recorded using the exchange rate at the date of the transaction.
Monctary assels and liabilitics denominated in [oreipn currencies are restated using the closing rate at
the reporting period. Foreign exchange differences between rate at transaction date and rate at
settlement date or at cach reporting period are crediled 1o or charged against the consolidated
statement of comprehensive income.

MNon-monetary items that are measured at historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transaction, Non-monctary items measured al fair value in a
foreign currency are translated using the exchange rates at the date when the fair value was
determined.

Income Taxes

Curreni Income Tax

Current income tax assets and liabilities for the current and prior periods are measured at the amount
cxpected to be recovered Trom or paid to the taxation authorities, 'The tax rates and tax laws used to
compute the amount are those that have been enacted or substantively enacted as at reporting period,
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Deferred Income Tax

Deferred income tax is provided using the balance sheet method on all iemporary differences at the
reporting date between the tax bases of assets and liabilities and their carrying amounts for financial
reporting purposes. Deferred tax liabilities are recognized for all taxable temporary differences,
except:

e when the deferred tax liability arises from the initial recognition of goodwill or of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affeets neither the accounting income nor taxable income or loss; and

e inrespect of taxuble temporary differences associated with investments in subsidiaries and
interests in joint ventures, where the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will not reverse in the foreseeable
future.

Deferred tax assets arc recognized for all dedudible temporary differences, the carryforward benefits
of unused tax credits and unused et tax losses, to the extent that it is probable that sufficient future
taxable income will be available against which the deductible temporary dilTerences, and
carryforward benefits of unused tax credits and unused tax losses can be utilized except:

#  when the deferred tax asset relating to the deductible temporary difference arises from the initial
recognition of an assct or lability in a transaction thal is not a business combination and, at the
time of the transuction, afTeets neither the azcounting income nor taxable income or loss; and

e inrespect of deductible temporary differences associaled with investments in subsidiaries and
intercsts in joint ventures, deferred tax asse's are recognized only to the extent that it is probable
that the temporary diflferences will reverse in the foresecable future and sufficient future taxable
income will be available against which the .emporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at cach reporting date and reduced to the
extent that il is no longer probable that sulficient future taxable income will be available to allow all
or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are reassessed at cach
reporting date and are recognized to the extent that it has become probable that sufficient future
taxable income will all or in part allow the deferred tax assel (o be recovered.

Deferred tax assets and liabilitics are measured at the tax rates that are expected to apply to the period
when the assct is rcalized, or the liability is scitled, based on tax rates {and tax laws) that have been
cnacicd or substantively enacted at the reporting date.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off
current tax assets against current income tax Habilitics and the deferred income taxes relate to the same
taxable entity and the same taxation authority,

Deferred tax relating to items recognized oulside the consolidated statement of comprehensive income,
arc recognized in correlation 10 the underlying transaction, either in OCI or directly in equity.

Earnings (Loss) Per Share

Eamings (loss) per sharc amounts are calculated by dividing the net earmnings (loss) attributablc 1o
ordinary equity holders of the Parent Company by the weighted average number of ordinary shares
outstanding, adjusted for any stock dividends declared during the year.

Diluted eamings (loss) per share amounts are caleulated by dividing the net logs attributable to
ordinary equity holdery of the Parent Company by the weighted average number of ordinary shares
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outstanding, adjusted for any stock dividends declared during the year plus weighted average number
of ordinary shares that would be issued on the conversion of all the dilutive ordinary shares into
ordinary shares.

Opcrating Segmment

A business segment is a group of assets and operations engaged in providing products or services that
are subject o risks and relurns that are different from those of other business segments. A geopraphical
segment 15 engaged in providing produets or services within a paricular cconomie environment that is
subject to risks and returns that are different from those of segments operating in other ceonomic
environments. The Group has enly one business and geographical segment.

Conlingencies

Contingent liabilities are not recognized in the consolidated financial statements, These are disclosed
unless the pessibility of an outflow of resources embodying economic benefits 1s remote. Conlingenl
asscts arc not recognized in the consolidated financial statements bul are disclosed when an inflow of
ceonomic benefits is probable,

Events After the End of the Reporting Period

Fivents after the end of the reporting period that provide additional information about the Group’s
position at the end of the reporting period (adjusting events) are reflected in the consolidated financial
statements, Events after the end of the reporting period that are not adjusting events are disclosed in
the notes to consolidated financial staiements when material,

Significant Accounting Judgments, Estimates and Assumptions

The preparation of the consolidated tinancial statements in accordance with PFRSs requires
management to make judgments and estimates Shat affect the reported amounts of assets, lHabilitics,
income and expenscs, and the disclosure of contingent assets and contingent liabilitics. Future events
may occur which will cause the judgments assumptions used in arriving at the estimates to change.
The eftects of any change in judgments and estimates are reflected in the consolidated financial
stalements as they become reasonably determinable.

Judpments, estimates and assumplions are contimually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances, However, actual outcome can differ from these estimates,

Judgments

In the process ol applying the Group’s accounting policics, management has made the Tollowing
judgments, apart from those involving estimations, which have the most significant effect on the
amounis recognized in the consolidated financial statements. However, uncertainty about these
assumptions and estimates could result in outcomes that require a material adjustment to the carrying
amounl of the asset or lability affected in Dulure periods.

Use of Going Concern Assumption

The underlying assumption in the preparation of the accompanying consolidated financial statements
is that the Group has the ability to continue as a going concern for at least the next twelve (12)
months from December 31, 2020, The use of the goiny concern assumption mvolves management
making significant judgments, at a particular peint in time, about the future outcome of events or
conditions that are inherently uncertain which include, but are not limited to, forecasted level of
operating costs, cash flows, and the other potential sources of financing including capital raising
gctivitics, Management's asscssment on going concern and steps underaken or will be undertaken (o
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reduce operating costs and manage financing plans are disclosed in Note 1. Accordingly, the
accompanying financial statements have been prepared on a going concern basis of accounting,

Assessing Impairment of Property and FEquipment

The Group asscsses impairment on property and equipment whenever events or changes in
circumstances indicate that the carrying amounl of an asset may not be recoverable, The factors that
the Group considers important which could trigger an impairment review include the following:

= Significant underperformance relative lo expected historical or projected future operating results;

*  Significant changes in the manner of use of the acquired asscts or the strategy for overall
business; and

e Significant negative industry or economic (renes.

In determining the present value of estimated future cash flows expected to be generated (rom the
continued use of the assets, the Group is required to make estimates and assumptions that can
materially atfect the consolidated [inancial statements. These assets are reviewed [or impairment
whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss would be recopnized whenever evidence exists that the carying
value is not recoverable. For purposes of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash fows.

An impairment loss is recognized and charged 1o the consolidated statement of comprehensive
income if the recoverable amount is less than the carrying amount. The estimated recovemble
amount of the asset is the higher of an asset’s fair value less costs to sell and value in use. Fair value
less costs to sell is determined as the amount that would be obtained from the sale of the asset in an
arm’s-length transaction less the costs of disposal while value in use is the present value of estimaicd
[uture cash flows expected to arise from the continuing use of an asset and from its disposal at the end
of its useful life,

The aggregate net book values of property and equipment amounted to P107,085,351 and
P114,868,934 as at December 31, 2020 and 2019, respectively, net of allowance for impairment
losscs of 161,988,540 as at December 31, 2020 and 2019 (sce Note 9).

Assessing Recoverability of Deferred Mine Expioration and FEvaluation Costs

Cost related to exploration activities are capitalized as deferred mine exploration and evaluation costs
until the viability of the exploration project is determined. Exploration, evaluation and pre-feasibility
costs are charged to operations until such time that it has been determined that a property has
economically recoverable reserves, in which casc subsequent exploration costs and the costs incurred
to develop a property are capitalized. The Group reviews the carrying values of its mineral property
interests whenever events or changes in circumstances indicate that their carrying values may exceed
their cstimated net recoverable amounts. Mine exploration costs amounted o #2,975, 846,948 and
P2951,585.749, as al December 31, 2020 and 2019, respectively, net of allowance for impairment
losses of P92,028,090 as at December 31, 2020 and 2019 (sce Note 10).

Estimates and Assumptions

The consolidated financial statements prepared in accordance with PFRSs require management to
make estimates and assumptions that aftect amounts reported in the consolidated financial statements
and related notes, The eslimates and assumptions used in the consolidated financial statcments are
based upon management’s evaluation of relevant facts and circumstances as of the date of the
Group’s consolidated financial statcments. Actual resulis could differ from such estimates,
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Measurement of ECLs

ECLs are derived from unbiased and probability-weighted estimates of expected loss. The ECLs for
the Group’s financial assets which are not credit-impaired at the reporting date arc measured as the
present value of all cash shortfalls over the expecicd life of the financial asset discounted by the EIR,
The cash shortfall is the difference between the cash flows due to the Group in accordance with the
coniract and the cash flows that the Group cxpects lo reccive,

The Group leverages existing risk management indicators, credit risk rating chunges and reasonable
and supportable information which allows the Group to identity whether the credit risk of financial
assets have significantly increased.

ECLs arc the dizcounted product of the PD, LGD, and FAD, defined as follows:

o Probability of defanlt (PD)
The PD represents the likelihood of a borrewer defaulting on its financial obligation, cither over
the next 12 months, or over the remaining life of the obligation. PD cstimates are estimates at a
certain date, which are calculated based on statistical rating models, and assessed using rating
tools tailored to the various categorics of counterpartics and exposurcs, These statistical models
are hased on internally compiled data comprising both quantitative and qualitative factors.
Where it is available, market data may also be used to derive the PD for large corporale
counterpartics. If'a counterparty or exposure migrates between rating classes, then this will lead
to a change in the estimate of the associated PD. PDs are estimated considering the contractual
maturifics of exposures and estimated prepayment rales,

The 12 months and lifetime PI) represent the expected point-in-time probability of a default over
the next 12 months and remaining lifetime of the financial instrument, respectively, bascd on
conditions existing at the balance sheet date and future cconomic conditions that affect credit risk.

o [Loss given default (LGD)
LG represents the Group's expectation of the extent of loss on a defaulted exposure, taking into
account the mitigating effect of collateral, its expected value when realized and the time value of
money. LGD varics by type of counterparty, type of seniority of claim and availability of
collateral or other credit support. LGD 15 expressed as a percentage loss per unit of exposure at
the time of default. TG is calculated on a 12-month or lifetime basis, where 12-month LGD 15
the percentage of loss expected to be made if the default veeurs in the next 12 months and
lifetime L.GTD is the percentage of loss expected to be made if the default occurs over the
remaining expected lifetime of the lnancial assct.

& [fixposure at defaudt (EAD)
EAD is bascd on the amounts the Group expects to be owed at the time of default, over the next
12 months or over the remaining lifetime. For example, for a revolving commitment, the Group
includes the current drawn balance plus any further amount that is expected to be drawn up to the
current contractual limit by the time of default, should it occur.

The FCL is determined by projecting the PD, LGD, and EAD for cach future month and [or cach
individual exposure or collective segment. These three components are multiplied together and
adjusted for the likelihood of survival (i.e. the exposure has nod prepaid or defaulied in an carlier
month). This effcctively caleulates an ECL for each future month, which is then discounted back to
the reporting date and summed. The discount rate used in the ECL caleulation is the original
cffective interest rate or an approximation thercof.
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Provision for ECL was recognized, which amounited to P251,315, P9,780,000 and nil in 2020, 2019
and 2018, respectively (see Notes 5 and 15).

Estimating Impaivment of Inmput VAT

The Group assesses impairment on its input VAT whenever events or changes in circumstances indicate
that the camrying amount of input VAT may not be recovered. As at December 31, 2020 and 2019,
carrying valucs of inpul VAT amounted to 374,556 and 1,707,909 respectively (see Note 11).

Provision [or impairment losses on input VAT amounted to 21,380,380, 1,286,260 and
BARTY.916 in 2020, 2019 and 2018, respectively (see Notes 11 and 13),

Estimating Allowance for Inventory Losses

Mill materials, hardware and other supplies, which are used in the Group’s operations, are stated at
the lower of cost or NRY. Allowance duce to obsolescence is estublished when there are evidences
that the equipiment where the parts and supplies are originally purchascd for is no longer in service.
Inventories which are nonmoving or have become unusable are priced at their recoverable amount.

Inventories, at lower of cost or NRY, amounted to £5,709,832 and B7, 128,985 as ai

Decemnber 31, 2020 and 2019, respectively, net of allowance for inventory losses of P68,933,514 and
267,751,318 as al December 31, 2020 and 2019, respectively. Provision for inventory losses amounted
to P1,182,221 in 2020 and nil in 2019 and 2018 (sec Note 6 and 13),

Estimating Realizability of Deferred Tax Asvets

The Group reviews the carrying amounts of deferred tax asscts at cach end of the financial reporting
date and reduces the carrying wmount to the extant that it is no longer probable that sulficient futurc
taxable income will be available to allow all or part of the deferred 1ax assets to be utihized.

The Group has recognized deferred tax asscls amounting to P74,836,951 and £74.741,653 as at
Decernber 31, 2020 and 2019, respectively. No deferred 1ax assets were recogmized for temporary
differences amounting to B220,309,150 and 220,162,573 as at December 31, 2020 and 2019,
respeetively, since management believes that there is no assurance that the Group will generate
sufficient futurce taxable income to allow all or part of its deferred tax assets to be utilized

{sce Nole 17).

Determining Retirement Benefits Oblivation

The determination of the Group’s obligation and cost for retirement and other retirement benefits is
dependent on the selection of certain assumptions used by actuaries in caleulating such amounts.
These assumplions are described in Note 16 to the consolidated financial stalements, Retirement
benefits obligation amounied 1o 14,166,904 and £15,119,563 as at December 31, 2020 and 2019,
respectively (see Note 16). Retirement benefits costs amounted (o P1.638,337, B1.782 467, and
£1.656,602 in 2020, 2019 and 2018, respectively (see Note 16).

Estimating Conlingencies

The Group evaluates legal and administrative proceedings to which it is involved based on analysis of
potential results. Management and its legal counsels do not believe that any current proceedings will
have adverse effects on its financial position and resulis of operations. It is possible, however, that
future results of operations could be materially affected by changes in the estimates or in the
effectiveness of strategies relating to these proceedings (sce Note 25).
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Clash

2020

2019

Cash on hand
Cash in banks

536,701
1,322,704

B110,000
2028335

P1.859,405

P2,138,335

Cash in banks carn interest at the respective bank deposit rates. Total interest income earned

amounted 1o P2,800, £11,799 and #47 890 in 2020, 2019 and 2018, respectively.

The Group has United States Dollar (US$)-denominated cash on hand amounting to US%6,325 and nil
as at December 31, 2020 and 2019, respectively, while US$-denominaicd cash in banks amounted to
nil and US56,163 as at December 31, 2020 and 2019, respectively,

Receivables - net

2020

2014

Stock oplions receivable
Nontrade receivables

B9, 780,000
1,117,081

P9, 780,000
1,092.014

[ess allowance for expected credit losses

10,897,081
10,859,666

10,872,014
10,608,351

P37,415

P263.663

Stock options receivables are non-interesi-bearing reccivables from employees in respect of stock

oplions excreised under a share-hased plan (see Note 25).

Wontrade receivables which are non-interest bearing comprise mainly of receivables from

subcontractors and other third parties. Nontrads: receivables are collectible on demand,

Based on the assessment by management, the Group recognized an allowance [or expected credit lasses
on specifically identified credit-impaired accounts amounting to 10,859,666 and P10,608,351 as al
December 31, 2020 and 2019, respectively. Receivables which were not individually significant and
receivables which were individually significant for which no specific impairment were recognized were
asscssed and subjected to collective assessment. Based on assessment done by the management, the
Group has nol recognized any provision for receivables which were assessed collectively. Provisions
for ECL amounted to 251,315, £9,780,000 anc nil in 2020, 2019 and 2018, respectively (scc Note [5),

6.

Inventorics

2020

2019

At NRV:

Machinery and automotive parts

At cost:

Fuel. il and lubricants

5,658,451

51,381

P7.076,111

52,874

5,709,832

P7 125,985

AT



Cost of inventories carried at NRY arc as follows:

2020 2019
Mill materials, hardware and other supplies BS55.229.956 P55,465,395
Machinery and aulomolive parts 19,362,000 19,362,034

F74.591,965 P74,827429

Movements in allowance for inventory losses in 2020 and 2019 are as follows:

2020 2019

Balance at beginning of year

£67.751,318 P6T,636,023

Provision 1,182,221 -
Adjustment - 115,777
Reversal (25) (482)

Balance al end of year

P68.931.514 P67,751,318

Provisions for inventory losses amounicd to #1,182,221 in 2020 and nil in 2019 and 2018 (see Note 15).

7. Prepayments and Other Current Assely

2020 2019
Contract deposits 45,855,855 B60LD14,594
Miscellancous deposits 710,412 3,105,047
Others 287,308 =

P46,853,575 P63.119.641

Contract deposits pertain 1w deposits made for future drilling services ol its affiliate, Diamond
Drilling Corporation of the Philippines (DDCP), which amounted to #12.649,531. This is refundable
upon nenperformance of services (see Note 13), Included also are deposits [or future equipment and

other charges,

Misccllancous deposits pertain to deposits on gas cylinder containers which will be refunded after
return of said containers. Included also are cash bonds which pertains to cost paid for legal matters

that is cxpected to be recovered in the future.

Others include other prepayments and gamished bank accounts due to an ongoing litigation that the

Parent Company 18 indirectly a party of,

8. Financial Asscts Designated at FYOCI

2020 2019
Quoted instroments P12,455418 P7,084.018
Unguoted instruments 2,273,807 7.500,000

P14,729,225 B4 584.018
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Quoted instruments pertain (0 investment on common shares of LCMC, These cquity instruments
pertain to Lepanto A shares totaling to 77,846,363 as at December 31, 2020 and 2019. The fair value
on the quoted mstrument 15 based on the exit market price of B0, 16 and 20.09 at December 31, 2020
and 2019, respectively.

Unguoted instruments pertain to investment ina private company. These unquoted financial
instruments pertain to Manila Peninsula shares totaling to 750,000 as at December 31, 2020 and 2019,

As at December 31, 2020 and 2019, the Group has no intention to dispose its unguoted instruments,

Movement of financial assets designated at FVOCT in 2020 and 2019 is as follows:

2020 20015
Balances at beginning of vear £14.584,018 Pl16,218,793
Change in fiir value of Anancial asscts designated
at FVOC] 145,207 {1.634.775)
Bialaneces at end of year P14,729.225 14,584,018

Movement in the “Fair value reserve of financial assets desipnated at FVOCI” presented as separale
component of equily as al December 31, 2020 and 2019 follow;

2020 20149
Balances at beginning of year P55,353,246 £533.718.471
Fair valuation loss {gain) (145,207} 1,634.775
Balances al end ol year 55,204,039 B35 553 246

There was no dividend income earned from the quoted equity instruments in 2020, 2019 and 2018,
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9. Property and Equipment - net

2020
Furniture, (MTice
Machinery and  Buoilding and Land and Other
Equipment Improvements Equipment
Cosl:
Balances at beginning of vear BH17,931,644 P110,919,501 P115803,829 #17
Transfers - 104,422,357 -
Balances at end of vear 817,931,644 215,341,858 115,863,829 7
Accumulated depreciation:
Balances at beginning of year 674,149,397 91,065,208 114,335,965
Depreciation (Notes 10 and 14) 61367 6.979.574 T41.642
Balances at end of year 674,210,764 08,044,782 115,078,607
Allowance for impairment losses:
Balances ai beginning and cnd of year 143,720,880 18,086,096 181,564
Met book values = P99.210,980 POO3.658 o
2019
Furniture, Office
Machinery and  Building and Land and Othet
Equipment [mprovements Lquipment
Cosl;
Balances at beginning of vear 817,931,644 P110919,501 R115,740,168 7
Additions - 123,661
Balances at end of vear B17.911.644 110,919,501 115,863,820 7
Accumulated depreciation:
Balances at beginning of vear 672.449.374 89,016,906 113,337,245
Depreciation (Notes 10 and 14) 1,700,023 2,048,302 998,720
Balances at end of vear 674,149,397 91,065,208 114,335.965
Allowance for impainnent losses:
Balances at beginning and end of year 143,720,880 1 8,086,096 181,564
Net book values Po1,367 1,768,197 #1.346,300 P
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Total depreciation of property and equipment charged to operations amounted to P467,675,
P1,287.996 and £1,371,924 in 2020, 2019 and 2018, respectively (sce Nole 14), Depreciation of
property and equipment amounting to 27,315,908, 3,459,049 and £5,477,19] were capitalized in
2020, 2019 and 2018, respectively, as part of deferred mine exploration and cvaluation costs

(sce Note 100,

Construetion in-progress consists mainly of expenditures incurred on land preparation in the mine
site, the establishment of roads and the preparation for construction of processing plant. These were
transfermed (o land improvements in 2020,

10. Deferred Mine Exploration and Evaluation Costs
2020 2019
Balance at beginning of ycar B3043,613,830  RI.0OO0, 735709
Additions 16,945,291 30419081
Capitalized depreciation (Nole 9) 7,315,908 3,459 049
3067 875,038 3.043,613,539
Less allowance for impainment losses 02,028,000 92,025,090
$2,975,846,948  £2.03] 585.749
Deferred mine exploration and evaluation costs includes balunce of KCGRI amaounting 1o
P2.664,201, net of allowance for impairment losses amounting to $92,028,090, as at
December 31, 2020 and 2019,
Ay diseussed in Note 1, the Parent Company has valid and existing MPSA as at December 31, 2020,
Costs incurred pertaining to the exploration activities on the tenements covered by the said permit are
expected to be recovered once commercial operations resume.
11. Other Noncurrenl Assels

2020 2019

Input VAT B100,856. 448 BIOO B0k A2]
MRF 5,195,255 5,213,830
Prepaid royaltics 4,998,939 4,998 939
Miscellaneous deposits 1,682,066 1,682,066
Deposit receivables 326,117 326,117
Advances to landowners 1,508,341 1,508,341
114,567,166 114,538,714

Less allowance for impairment losses on input VAT 100,481,892 99 101,512

#14,085,274 P15437202

Input VAT represents VAT paid on purchascs ol goods and services which can be recovered as tax
credit against future tax liability of the Parent Company upon approval by the BIR.

On November 13, 1994, the Parent Company entered into a separate Memorandum of Agrecment
wilh the Offce of Municipal Mayor and Sangpuniang Bayan of Placer, Surigao del Norte, DENR and
MGBR. Under the agreement, the Parent Company is mandated to establish and maintain a Monitoring
Trust Fund and MRF amounting to, at a mininmam, 5,150,000 recorded as environmental fund. The
funds are to be used for physical and social rehabilitation., reforestation and restoration of arcas and
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communities affected by mining activities, for pollution control, slope stabilization and integrated
community development. The environmental fund to be maintained by the Group in a mutually
acceptable bank is subject to annual review of the MRF committee.

MRF eam interest at the respective bank deposit rales. Total interest income amounted to
£4,226, P4,316 and #4,371 m 2020, 2019 and 201§, respectively.

Prepaid royallics arc advance payments to claim owners and real property taxes of land where the
mine site operations were located and are expersed as incurred.

Miscellancous deposits pertain to advances made to local government agencics for pending project
agreements which will be offset against future billings.

Advances to landowners pertain to advances made to certain landowners for future purchases of
parcels of land. The same will be deducted from the total acquisition cost of parcels of land to be
purchased in the future.

Deposit receivables pertain to electric utility given to Surigao del Norte Electric Cooperalive, Inc., a
power supplier, in exchange for future services. .

Based on the assessment done by the management, the Group recognized provision for impairment
losses on input VAT amounting to 1,380,380, £1 286,260 and P4,879,916 in 2020, 2019 and 2018,

respectively (sce Note 15),

Maovements in allowance tor impairment losses on input VAT in 2020 and 2019 are as follows:

2020 2019
Balance at beginning of vear £99.101,512 P97.815,252
Provision for impainment losscs (Note 15) 1,380,380 |.280,260
Balance at end of vear P1O0,481,892 FO9. 101,512

12, Accounts Payable and Accrued Expenses

2020 2019
Tradc payable B115.190,033  PI122,901.338
Accrued expenses and other liabilities 57.839,329 45,001,982
Due to related panties (Note 13) B.030.851 5211470
Pavable to government 2,180,554 1,794,515
Unclaimed dividends 573,097 573,097

£183.813,864 PI78.482.402

Terms and conditions of the aforementioned liabilitics are as follows:

¢ Trade payable includes local purchases of equipment, inventories and various parts. This is non-
interist bearing and normally scttled demard and on 30 days® terms.

*  Accrued expenses include accrued payroll which are normally payable within five to 10 days and
other liabilities which are non-interest bearing and have an average term of one to three months,
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= Payablc to government pertains to the Group's payable to various regulatory agencies such as
payables for withholding taxes, Social Security System and Home Development and Mutual Fund
premiums and PhilHealth contributions.

e Unclaimed dividends pertain to unpaid cash dividends declared by the Parent Company (o its
stockholders.

13, Related Party Disclosures

Related party relationships exist when one party has the ability to control, dircetly or indircetly
through one or more intermediaries, the other parly or exereisc significant influence over the other
party in making financial and operating decisions. Such relationships also cxist between and/or
among entities which are under common contrel with the reporting enterprise, or between and/or
amony the reporting enterprise and their key management personnel, directors, or its stockholders.

LCMC holds a 19.60% cquily interest in the Group. It provides cash advances and pays expenscs on
behalf of the Group.

DDCP, a wholly owned subsidiary of LCMC, provides various drilling services to the Group,
Shipside, Inc., a wholly owned subsidiary of LCMC, provides hauling services to the Group.
The Parcnt Company, in the normal course of business, enters into transactions with related partics.

The consolidated statements of financial positicn include the following assels and liabilities resulting
from the above transactions witl related partics:

Atz Cutslanding
Related Parly Relationship Year Volume Balanuve Terms and Condilions
Contract Deposits (Note 7)
Affiliate under On glemand
OO MNoninterest-hearing
DDCE control 2020 — P12.649.531 Refundable in cash
2009 P PAOO14.594  Unsecored, no impairment

Diuse e Relaved Pavties (Note 12)
On demand

LOMC Srockholder 2020 E2.672,071 7,603,904 Monintercst-hoaring
T'oo be settled in cash
2019 2,263,604 B4 874,523 Unsecured, no puaranies

Adlilime uncer On demand
GG Moninterest-bearing
Shipsade, Inc, control 2020 - 336,947 T b seliled in cash
2014 - 330,947 Lnsecurcd, no muarantes
Totals 2020 BLAT207I PR 030,851
Tolals 2019 B2.263,664 B5211.470

Total compensation of the Group’s key management personnel in 2020, 2019 and 2018,

which pertains to short-term benetfits, amountec to P484,450 for three years. Key management of the
Giroup are the executive officers and dircctors. There were no post-employment benefits paid for the
Group's key management personnel in 2020, 2019 and 2018,
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14. Administration and Overhead Costs

2020 2019 2018
Outside services $032.364 21,430,274 RROO,0RR
Salaries, allowances and
other benefits:
Salaries and wapges 322,600 1,332,575 1,561,800
Currenl service costs
(Note 16) 935,477 833226 021,258
Other benefits 137,607 220,483 464,749
Depreciation (Note 9) 467,675 [.287.900 1,371,924
Listing fees 268,625 251,120 328,188
Rent 207,624 233,200 288200
Transportation and travel 135,510 106,250 163,932
Stockholders” meeting expenscs 63,120 248 039 245 759
Repairs and maintenance 40,000 112,445 128,076
Taxes and licenses 34,245 39,562 532 8635
Communicalions 24,001 63,877 28,138
Insurance 1,122 03,555 230,284
Membership fees and dues - - 297,000
Others 185,414 8015 137,541
P3755.384 B6, 370,637 B7.561,832
15, Other Charges - net
2020 2019 2018
Provision for impairment losscs
on inpul VAT (Note 11) P1.380.380 P1,286.260 P4,879916
Provision for inveniory losses
(Notc 6) 1,182,221 = =
Provision for expected credit
losses on receivables (Note 5) 251,315 O TEO000 -
Unrealized foreign exchange
losses 7.501 - -
Feversal of inventory losses
(Note 6) (25) (482) (55,863)
P2421.392 £11,065,778 £4 824,053

Provision for impairment losses on input VAT recognized pertains to input VAT recorded that are
assessed to be doubtful of its recoverability.

Reversal of inventory losses pertains to the issuance of various invenlory ilems used in the mining
exploration activities of the Parent Company thal were previously ascertained to be obsolete.
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16. Retirement Benefits Obligation

The Parent Company has an unfunded defined benefit retirement plan covering substantially all
regular employees, Benefits are dependent on the years of service and the respective emplovee’s
compensation. The defined retirement benefits obligation is actuarially determined vsing the
projected unit eredit method.

Under the existing regulatory framework, RA No. 7641 requires a provision for retiremeni pay to
qualificd privale scetor employees in the absence of any retirement plan in the entity, provided
however that the employee’s retirerment benetits under any collective bargaining and other
agreements shall not be less than those provided under the law, The law does not require minimum
funding of the plan.

The amounts of retirement benefits costs recognized in the consolidated statements of comprehensive
income follow:

2020 2019 2018

Current service costs (Mote 14) PYISATT PR332 PU21,288
Interest costs 703,060 049.24] 735314
1,638,537 P1,782.467 £1.656,602

The amounts of remeasurement gain (loss) on retirement benelits Babilily, nel of tax, recognized in OCT
follow:

2020 2019 2018

Femeasurement gain (loss) on
retirement benefits lability (#170,702) (B327 A08) B1.629.408
Income tax effect 51,211 158,249 (488,823
#119.491) {P369.249) Bl 140,585

The table below shows the movement analysis of remeasurement loss on retirement benelits lability
as al December 31, 2020 and 201 9:

2020 2019
Balance at beginning of year 83,136,287 P3,605.536
Remeasurement loss on retircment benefits
liability — net (119.491) (369,249)
Balance at end of vear B3,116,796 B3.236,287

The amounts of retirement benefits obligation recognized in the conselidated statements of inancial
position are as follows;

2020 2019
Bulance al beginning ol year P15,119.563 BI3 1070
Current service cost (Mote 14) 435,477 833,226
Inlerest costs 703,060 949 241
Retirement henefit cost charged to profit or loss 1,638,537 1,782 467
Benefits paid (2.761.898) (301,472
Remeasurement loss (gain) on:
Change in financial assumptions 950,716 I.507,407
Experience adjustment (780,014} {979,909}
Retircmnent benefit cost charped to OC] 170,702 527 498

Balance at end of year £14,166,904 P15,119,563
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The principal assumptions used in determining retirement benefits obligations arc as follows:

2020 2019
Discount rate 3.21% 4.65%
Salary increase rate 5.00% 5.0084
Expected remaining working lives of emplovees 13 years 14 years

The sensitivity analysis below has been determined based on reasonably possible changes of cach
sigmificant assumption on the defined retirement benefits obligation as al the end of the reporting period,
assuming all other assumptions were held constan.,

Increase
{decrease) 2020 2019
[Hscouni ratcs (1501, (P352,773) (R337,636)
(0.50%) 380,419 364,744
Salary increase rate 0.50% 342,333 343,295
(0.50%:) (320,209) (320,783}

Shown below is the maturity analysis of the undiscounted benefit payments as at December 31, 2020:

Less than one year B5,101,734
More than one vear to five years 5,991,315
Maore than five years to 10 years 3,228,336
More than 10 vears to 15 years 4. 893,327
More than 15 vears (o 20 years 4,050,537
Maore than 20 vears 14,574,503

B37,830,752

The latest actuarial report was madce as at December 31, 2020

17, Income Taxes

No provision for current income tax was recognized since the Parent Company and KCGRI are in
eross and net laxable position.

A reconciliation of income tax applicable to loss before income tax at the statutory income tax ratcs
to provision for (benefit from) income tax as shown in the consolidated statements of comprehensive
income follows:

2020 2019 2018
Benefit from income tax at statutory lax rate (BLIRL,B43) (P3,510.862) (P3,920,681)
Additions to (reductions in)
income tax resulting: from:
Deductible temporary differences and
NOLCO for which no deferred tax asset
was recognized 2,068,938 5,078,639 3,456,138
[nterest income subjected (o Gnal tax (2.108) {4,835) (15,678)
Nondeductible expenses 11,119 1,500 -

Provision for (benefit from) income tax (P103,894) (P435,558) (B480,221)
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The components of the net deferred tax liability as at December 31 are as follows:

B 2020 2019
Deferred tax asscts:
Recopnized directly in profit or loss
Allowance Tor:
Impairment losses on property and
equipment P4K.596,561 PR, 596,561
Inventory losses 20,645,321 20,290,662
Expected credit losses on receivables 323,900 248,503
Felirement benelits obligation 5,268,919 5.605,927
Unrealized foreign exchange losscs 2,250 =
74,836,951 74,741,653
Dieferred tax liability:
Recognized divectly in profit or lass
Excess ol allowable depletion over
depletion per books 129,865,526 129,865,526
Unrealized Torcign exchange rains - 8,596
Recognized directly in OCT
Retirement benefits abligation 1018847 1,070,058
130,884,373 130,944 1 RO
Deferred tax liability - net P56,047.422 P56,202,527

Deferred tax liability is mainly provided on taxadle temporary differences arising on the difference

between normal depletion and allowed depletion under Presidential Decree 1353, Amending

Section 30} of the Tax Code to Allow Accelerated Deduction under Certain Conditions of Exploration

and Development Expenditures.

The fellowing are the movements in the Group's NOLCO [or the vears ended December 31:

2020 2019
Balance al beginning ol ycar 19,252,971 £19.560,782
Additions 5,516,090 5,862,534
Expiralions (6,749,803) (6,1 70.345)
Balance at end of vear P18.019,168 19,252,971

No deferred tax assets were recognized for the following temporary differences since management

expects that it is not probable that sufficient future taxable income will be available to allow all or part

of these deferred tax assets to be utilized.

2020 2019
Allowance for impairment losses on input VAT

(Note 11) P100,481,892 P99 101.512

Allowance for impairment losses on deferred mine
exploration and evalualion costs (Note () 92,028,090 02,028,090
NOLCO 18,019,168 19,252,971

Provision for expected credit losses on receivables
{Note 5) 9,780,000 9,780,000
P220,309,150  P220,162,573
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On September 30, 2020, the BIR issucd Revenue Regulations No. 25-2020 implementing Section
4(bbbb) of “Bayanihan to Recover As One Act”, which states that the NOLCO incurred for taxable

vears 2020 and 2021 can be carried over and claimed as a deduction from gross income for the next five

(5) taxable years following the year of such loss.

As at December 31, 2020, the Group has incurred NOLCO before taxable year 2020 that can be claimed

as deduction from the regular taxable income for the next three (3) consecutive taxable years, as

tollows:

Parent Company

NOLCO NOLCO

Applied Applied
Year Availment Previous NOLCO Current NOLCO
Incurred Period Amount Y ears Expirced Year  Unapplied
2007 20018-2020  £6,710,028 P Ro7I002R P P-
20048 2019-2021 6,129,298 7 - - 6129298
2019 20200-20022 5,704,931 = g2 — 5704931
P18,544,257 B B6TI002E P- £11,834,229

KCGRI

NOLCO NOLCO

Applicd Applied
Year Avvailmeni Previous NOLCO Current NOLC
Incurred Period Amount Y cars Expired Year  Unapplied
2017 201 8-2020 gk LTV - B39 865 B- -
2018 201092021 511,246 - - - 511,246
20149 2020-2022 157,603 e — - 157,603
PTOR, 714 P39.865 - Bobn 849

As of December 31, 2020, the Group as incurred NOLCO in taxable year 2020 which can be claimed
as deduetion from the regular taxable income o1 the next five (5) consecutive taxable years pursuant

to the Bayanihan to Recover As One Act, as follows:

Parcnl Company

NOLCO NOLCO

Applied Applied
¥ ear Availment Frevious NOLCO Current NOLCO
Incurred Period Amount Y ears Laxpired Y ear Unapplied
2020 2021-2025 P5,339.4260 2 {2 P P5,339.426

KCGRI

NOLCO MWL

Applied Applicd
Year Availment Previous NOLCO Current NOLCO
Incurred Periuod Amount Years Expired ¥ ear Unapplied
2020 2021-2025 B176,664 P - - B176,604
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8. Equity

Capital Stock
As at December 31, 2020 and 2019, details of the Parent Company's capital stock follow:

No. of shares Amount

Issued and outstanding
Class A" 155,479,944, 728  P1.554,799,447
Class “[3” 103,576,098 876 1,035,760,989
259,056,043,604 2,590,560,436

Subseribed

Class “A™ 316,141,644 3161416
Class “B” 214,603,455 2. 146,035
530,745,099 5,307,451
Total shares 1ssued and subscribed 259,586, 788,703 2,595.8607.887
Less subscriptions receivable - 365,632

259,586,788,703  P2,595,502.255

In April 2010, the Parent Company offered to is shareholders as of record date of March 10, 2010,
the right to subscribe to one share for every eight shares held, at an offer price of B0.015 per share,
covering 22,375,540,151 common shares consisting of 13,429.141,954 Class “A” shares and
8.946,398,197 Class “B" sharcs, Total capital stock 1ssucd and subscribed Trom the stock rights
offcring amounted 1o P330,659,280), net of transaction costs. Proceeds from the issuance of stock
rights were used (o settle debis and Tund exploration projects,

On June 8, 20040, the SEC approved the increas: in authorized capital stock o 260 billion shares at
par value of P0O.01 per share divided into 156 billion Class “A™ and 104 billion Class “B™ shares.

Om April 30, 2014, the PSE BOD approved the application covering the Offer Shares of
56,926,927.347 at an offer price of #0.012 per share, raising a total of P683,123,128. The olfer
period was from June 16, 2014 to June 20, 2014.

Proceeds from the issuance of stock rights were used to fund the drilling program for the period
2014 to 2015, settlement of debis to supplicrs, service providers, and 1o [und the Parent Company’s
working capital.

Only Philippine mationals are qualificd {o acguire, own or hold Class “A™ common shares of stock of the
Parent Company. The total number of Class “B” common shares of stock subsenbed, issued or
outstanding at any given (me shall in no casc exceed two-thirds of the number of Class “A” commion
sharcs of stock or 40% of the aggregate number of Class “A™ and Class “B™ common shares of stock
then subsenibed, 1ssucd or owlstanding, Fach common share entitles the holder to one vote, enjoys full
dividend and pre-emptive rights.

The Parent Company has 4,170, 4,194, and 4.238 stockholders as at December 31, 2020, 2019, and
2018,

Equity Reserve

On May 11, 2011, the Parent Company, KCGEI and Philex entercd milo a Farm-in agrecment
(Agreement) for the exploration and joint development of the Kalayaan Project located in Placer,
Surigao del Norte. The pre-feasibility study of the project may be completed by Philex within the three
year carm-in period.
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Pursuant to the agrecment, the Parent Company sold to Philex a total of 125,000 sharcs of stock of
KCGRI, representing a 5% interest in KCGRI, for a consideration of US$25 million. Philex shall cam
an additional 55% micrest in KCGRI by sole-funding all pre-development expenses meluding a final
feasibility study for the Project.

The sale brought down the total number of shares owned and controlled by the Parent Company as al
December 31, 2011 to 95%. The net procecds were accounted for as an equity transaction and
resulted in an increasc in equity amounting to 954,621,275 recognized as “Equity reserve™ in the
equity section of the consolidated statements of financial position.

NCI
NCI represents 5% intercst of Philex in KCGRI,

The summarized finaneial information of the Subsidiary before intercompany eliminations is
provided below:

Statements of comprehensive income as of December 31:

2020 2019
Administration and overhead costs {P176.664) (B157,603)
Other income (charges) (78,136} 4,320
Net loss (254,800) {153,283)
Other comprehensive income
Total comprehensive loss {P254 800) {(B153,2K3)
Artributahle 1o NCI £12.740 P7.664

Statements of financial position as at December 31:

2020 2019
Current assets $3,707,476 P3,879,553
Noncurrent asscls 2664201 2,743,564
Current liabilities (63,360) {(60,000)
Total equity P6,308,317 £6,563,117
Adttributable to: 2020 2019
Equity holders of the Parent Company £5.992.901 P6,234.961
NCIT 315416 328.156

The Group did not opt 1o present the stalements of cash flows for the years ended Deeember 31, 2020
and 2019 since it is deemed immaterial relative to the consolidated financial stalcments.

To meet the DENR-mandated (DENR Memorandum Order No. 2013-1) minimum capitalization
requirement of Authorized Capital Stock (ACS) and Paid-up-Capital amounting to £100,000,0000 and
P6,250,000, respectively, the KCGRI BOD approved on February 12, 2018 an increase in the ACS (o
100,000,000, Philex and the Parent Company subscribed to additional capital and paid as follows:

Increase (b #00,000,000) Total after Increasc

Amount Amount Amount Amounl

Sharcholder Subscribed Paid-up Subscribed Paid-Up
MM (95%) B21,375,000 B5,343,750 £23,750,000 27,718,750
Philex (5%} 1,125,000 281,250 1,250,000 4iher, 250
222 500,000 P3,625.000 £25 000,000 $£8,125.000
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The application for such increasce and amendment of Articles of Incorporation was filed with the SEC
on March 9, 2018 and was properly certified and approved on September 7, 20185,

The additional paid-up capital by Philex resulted to the increase in NC1 amounting to B281,250.

The Group has no potential dilutive shares as at December 31, 2020, 2019, and 2018.

19, Loss Per Share
Basic loss per share is caleulated by dividing he loss attributable 1w cquity helders of the Parent
Company by the weighted average number of commeon shares in issue during the period.
There were no outstanding stock options as of December 31, 2020, 2019 and 2018.
2020 2019 2018
Met loss attributable to equity
holders of the Parent
Company (B7.156,176) (B17.926,319) (B12,563,606)
Weirhted average number of
common shares for basic and
diluted loss per share 259.056,043.604 259.056,043,604 259,056,043,004
Basic and diluted loss per share (P0.00003) (R0.00008) (BO.00005)
20. Financial Risk Managemeni Objectlives and Policies

The Group's principal financial instruments comprise cash and accounts payable and accrued
expenses. The main purpase of the financial instrumenis is to lund the Group's operations, The
Ciroup has other financial instruments such as raceivables, financial assets designated at FYOCT and
nontrade payables which arise directly from operations. The main risks arising from the use of
financial instruments are credit risk, market risk and liquidity risk.

The Group’s BOD revicws and approves the policies for managing cach of these risks and they are
summarized below.

Credit Risk

Credit risk represents the loss that the Group would incur if a counterparty failed to perform ils
contractual obligations. The Group trades only with recognized and creditworthy third parties. [t is
the Group’s policy that all credil 1s subject 1o credil verfication procedures. In addition, receivable
balances are monitored on an ongoing basis.

The credit risk arising from these financial assets arises from default of the counterparty, with
maximum cxposure equil to the carrving amoual of these instruments. The Group's gross maximum
exposure to credit risk is equivalent to the carrying values since there are no collateral agreement on
these lnancial asscls,
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The table below shows the gross maximum exposure to credit risk without consideration to collateral
or other credit enhancements for the componenis of the consolidated statements of financial position
us al December 31, 2020 and 2019,

2020 2019
Cash in banks P1,322.704 P2,028,335
Stock options receivable 9. 780,000 9,780,000
Nontrade receivables 1,117,081 1082015
Contract deposits 45,855.855 60,014,594
MRF 5,195,255 5,213,830
P63,270,895  P78.128.774
The tables below summarize the aging analysis of the Group’s financial assets as at
December 31, 2020 and 2019:
Meither past Pusi due bui not Tmpaived
due nor Lesa than 3L v Bk 6l to 9 (ver
20240 impaired 30 days davs davs 90 days Impaived Tastuel
Clash in banks P1,322,704 L2 [ - P #- #1312, 74
Stewek wplions receivable - - - - = U THIANMN 9,780,000
Nontrade receivables ITALS - - - 1A, b 1,117,081
Contract deposits 45,855,055 - - - - 45,855,055
MItE 5,105,255 & = - 5,195,155
P52411,229 ¥ e ¥ P FIOBS9.660 863, 170895
Neither past Pt due bt seot impairad
due nor Lias tlsan A0 1 Glh &1 o D [ T
2019 impaired 10 davs daysy days ) days Isnpaired Tiota!
Cazh in bunks P2028335 B L= P B B P2O2R 335
Stuck uptions receivable - - = G TRO 000 9,750,010
Nootrade receivables 263 6ivd - - 3 AT 1092015
Contract deposis 60014594 - - G014 594
MR 5213.830 - - - 5213310
F67,520.423 = 7 P P BIOAORS1  PIR,128.7714

The Group has assessed the credit quality of the following financial asscis.

Cash in banks are assessed as high grade s.nce these are deposited in reputable banks in the
country as approved by the BOD and which have a low probahility of insolvency,

Nontrade receivables which mainly pertair (o reecivables from subcontractors and due from
related parties are assessed as high grade. These were assessed as such since historical
expericnee shows collection of accounts and offsetting of deposits made by the counterparty.
Nontrade receivables which are not forescen 1o be collected have already been impaired and are

classificd as substandard grade.

Contract deposits consist of advances 1o related parties and are assessed as high grade since
these have high probability of collection through application of outstanding amount against

future billings.

MRF pertains to funds to be used once the mined arca will be rehabilitated. These were assessed
as high grade since these are deposited in 1eputable bank in the country.

There are no significant concentrations of credit risk within the Group,



il

Market Risk

Market risk is the risk of loss to future carmings, Lo Tair valucs or o fulure cash Mows that may resull
from changes in the price of a financial instrument. 'The value of a financial instrument may change
as a rcsult of changes ininterest rates, loreign currency cxchanges rates, commaodity prices, cquity
prices and other market changes. The Group’s market risk originates from its holdings of equity
instruments,

Eguity Price Risk

Equity price risk is the risk that the fair values of equity securities will fluctuate because of changes in
the level of indices and the value of individual stocks. The Group is exposed to equity securities
price risk becausc of investments held by the Group, which are classificd m the consolidated
statements of financial position as financial assets designated at FVOCT as at December 31, 2020 and
2019, The Group's exposure Lo cguily price risk relates primarily (o its Gnancial assets designated al
FVOCT in LOMC,

The Group's policy is to maintain the risk to an acceptable level. Movement of share price is
monitored regularly to determine its impact on the consolidated statements of financial position.

The effect on equity (as a result of change in fair value of equity instruments held as financial assets
desipnated at FYOCT as al December 31, 2020 and 2019, respectively) duc 1o a reasonably possible
change in equity indices, with all ather variables held constant, 1s as follows:

Eifect on Equity

Market Change in Inerease
Index Yariables (Deerease)

2020 PSEL 10.29%, B705,440
~10,29% (705.440)

2019 PSEi 1.70%% B43,523
-1 79 (43,321

Liquidity Risk

Liquidity risk arises when there s a shortuge of lunds and the Group, as 4 consequence, could not
meed its maturing obligations, The Group sceks to manage its liquid funds through cash planning on
s monthly basis. The Group uses historical fpures and cxpericnces and forecasts from its colleetion
and disbursement,

The Group’s objeciive is o maintain a balance between continuily of funding and (Texibility through
the use of advances from related parties. The Croup considers its available funds and its liquidity in
managing ils long-term financial requirements, For its short-term funding, the Group’s policy is to
ensure that there are sufficient capital inflows to match repayments of short-term debt. As part of its
liquidity risk management, the Group regularly evaluates its projected and actual cash flows, It also
continuously assesses conditions in the financial markets for opportunities to pursue fund raising
activities, in case any requirements anse. Fund raising aclivilics may include bank loans and capital
market issues. Accordingly, its loan maturity profile is regularly reviewed to ensure availability of
lunding through an adequate amount of credit facilities with financial institutions.  Also, the Group
only places funds in money markets which are exceeding the Group's requirements. Placements are
strictly made bascd on cash planning assumptions and covers only a shorl period of time,
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The tables below summarize the maturity profile of the Group’s financial labilities which are based
on contractual undiscounted payments and finaacial asscts which are used to manage the liguidity risk

as at December 31, 2020 and 2019,

On Less than

2020 demand 3 months Total
Financial Liahilities

Accounts payahle and accrued expenses® PIRLD60,213 B PIBLO60,213

Unclaimed dividends 573,047 - 5730097
Total 181.633.310 - 181633310
Financial Assets

Cash 1. 859 405 - 1.859.405

Stock options receivable 9,780, HH) - 4,780,110

Nontrade receivables 1,117,081 - 1,117,081

Contract deposits 45,855,855 - 45.855.855

Financial assels designaied at FYOCI 14,729,225 - 14,729,225
Tuotal 73.341.566 - T334L.566
Net Financial Liabilities PI08,291,744 P PI08.291.744
*excluding statutory penaliles

On Less than

2019 demand 3 months Tustal
Financial Liabilities

Accounts payable and acerued expenses® P176,114,794 B PI76.114.794

Unclaimed dividends 573,097 - 373,097
Total 176,687,801 - 176,687 801
Financial Assets

Cash 2,138,335 - 2,138,335

Stock options receivable 9,780,000 - 9,780,000

Montrade receivables 1,092,015 - 1,082,015

Contract deposits 60,014,594 - 00L014.554

Financial assets designated al FYOQCI 14,584,014 - 1458400 %
Tital B7.6008 962 - B7.008.9602
Net Financial Liabilities PROOTR.92Y k- PRO.O7E.924

*excliding statuwione poveahles

Fair Values

The following methods and assumptions were used to estimate the Tair valuc of cach class of financial

instruments for which it is practicable to estimate such value:

Cash, Receivables, Accounts Pavable and Acerved Expenses

The carrying amounts of cash, receivables, accounts payable and accrued expenses, which are all
subject 1o normal trade credit terms and are short-term in nature, approximate their fair values.

Financial assets designated at FYOCI

Fair values of investments arc cstimated by reference to their quoted market price ar the reporting
date. The fair value of the Group’s unquoted cquity securities is determined using market approach.
As at December 31, 2020, the Group’s quoted end unquoted cquity securities fair value is at Level |
and Level 3, respectively.

AR R



-

. o
There were no transfers between Level | and Level 3 fair value measurements, and no transfers mio
and out of Level 2 fair value measurements as at December 31, 2020 and 2019, respectively,

There were no purchases, sales, issues and sett.ements of level 3 financial asscts designaled at FYOC]
m 2020 and 2019, respeetively.

. Capital Management

The primary objective of the Group’s capital management is to ensure that the Group has sufficient
funds in order to support their business, pay existing obligations and maximize shareholder value.

The Group manages its capital structure and makes adjustments to il, in light of changes in cconomic
conditions. To maintain or adjust the capital structure, the Group may obtain additional advances
from stockholders or issue new shares. No chages were made in the objectives, policies or processes
in 2020, The Group has complicd with all externally imposed capital requirements in 2020) and 2019,

As at December 31, 2020 and 2019, the Group's capital is composed of the following:

2020 2019
Capital stock P2,595,502,255 $2,595,502,255
APIC 617,625,955 617,625,955
Deficit (1.203,794,823)  (1.196,638,647)

£2,009,333,387 $2.016,489,563

. Segment Reporting

As discussed in Note 1, the Parent Company ard its 95%-owned subsidiary 1s engaged in the business
of mine exploration. Accordingly. the Group operates mainly in one reportable business and
geographical segment which is the Philippines. No entity-wide disclosures pertaining (o revenucs arc
provided as the Group has not camed revenuc, Noncurrent assets of the Group are located in the
Philippines.

. Supplementary Disclosures to the Consolidated Statements of Cash Flows

The non-cash investing activities arising from the capitalization of depreciation amounted to
P7,315,908, 23,459,049, and B5,477,191 in 2020, 2019 and 2018, respectively.

. Subsequent Events

CREATE Act

President Rodrigo Duterte signed inte law on March 26, 2021 the Corporate Recovery and Tax
Incentives for Enterprises (CREATE) Act to atiract more investments and maintain fiscal prudence
and stability in the Philippines, Republic Act (RA) 11534 or the CREATE Act introduces reforns to
the corporate income tax and incentives systems, Tt takes effect |5 days after its complete publication
in the Official Gazette or in a newspaper of gencral circulation or April 11, 2021,
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The following arc the key changes to the Philippine tax law pursuant fo the CREATE Act which have
an impact on the Group:

o Effective July 1, 2020, regular corporate income tax (RCIT) rate is reduced from 30% to 25% for
domestic and resident foreign corporations. For domestic corporations with net taxable income
not exceeding £5,000.000 and with total assets not exceeding £100,000,000 (excluding land on
which the business entity’s office, plant anc cquipment are situated) during the taxable year, the
RCIT rate is reduced to 20%.

*  Minimum corporate meome fax (MCIT) rate reduced from 2% 10 1% of gross income effective
July 1, 2020 1o Junc 30, 2023,

As clarified by the Philippine Financial Reportiag Standards Council in its Philippine Interpretations
Commitice Q&A No. 2020-07, the CREATE Act was not considered substantively enacted as of
December 31, 2020 even though some of the provisions have retroactive effeet (o July 1, 2020.

The passage of the CREATE Act into law on March 26, 2011 is considered as a non-adjusting
subsequent event. Accordingly, current and deferred taxes as of and for the year ended

December 31, 2020 continued 1o be computed and measured using the applicable income tax rates as
ol December 31, 2020 (i.e., 30% RCIT / 2% MCIT) for financial reporting purposes.

Applying the provisions of the CREATE Act, the Group would have been subjected to lower regular
corporate income tax rate of 25% effective July 1, 2020, Effects of this change are:

e This does not have an impact on the current income tax for the yvear ended December 31, 2020 as
the Group is in gross loss and net loss position hence no current income lax.

*  This will result in lower net deferred tax liasilities as of December 31, 2020 and provision for
deferred tax for the year then ended by $12,925 and P8,6358, respectively. These reductions will
be recognized im the 2021 linancial statements,

srease in authorized capital stock
On March 9, 2021, the Board of Directors approved, and will recommend to the stockholders for
approval at the annual stockholders mecting, the increase of the Parent Company's authorized capital
stock from P2.6 billion to #3.4 billion.

Executive Order (EO) No. 130
On Apnil 14, 2021, President Rodrigo Duterte issued EO Mo, 130 litting the moratorium on mineral
agreements under Section 4 of President Benigno Agquine’s EO Ne. 79 issued in 2012,

25, Oher Matters

a) The Parent Company is either a defendant o° co-defendant in certain civil and administrative cases
which are now pending before the courts and other governmental bodies. In the opinion of
management and the Parent Company s legal counsel, any adverse decision on these cases would
not materially affect the consolidated statements of financial position and consolidated statements
of comprechensive income as at and for the yvars ended December 31, 2020 and 2019,



b}

¢)

d)

_ i -

On July 12, 2012, EO No. 79 was released 1o lay out the framework for the implementation of
mining reforms in the Philippines. The polizy highlights several issues that includes area of
coverage of mining, small-scale mining, creation of a council, transparency and accountahility and
reconciling the roles of the national government and local government units. Management believes
that EQ 79 has no major impact on its current operations since the mine 15 covered by an cxisling
MPSA with the government, Scction | of TO No. 79, provides that mining contracts approved
before the effectivity of the ECQ) shall continue to be valid, binding, and enforceable so long as they
strictly comply with existing laws, rules and regulations and the s and conditions of their grant.

The EO could delay the processing of the Parent Company's APSAs given the provision of the EO
on the moratorium on the granting of new rincral agreements by the government until a legislation
rationalizing existing revenue sharing schemes and mechanisms shall have taken effect.

On March 7, 2013, the MGB has recommended with the DENR the lifting of DENR Memorandum
Order No. 2011-01 on the suspension of acceplance of all types of mining apphcations. Effcctive
March 18, 2013, MGB has started accepting mining applications for EP’s and Financial or Techmcal
Assistance Agreement (FTAA) pursuant to DAO No. 2013-11.

Under the share-based plan, the Parent Company s officers and employees and thosc ol ils
subsidiary may be granted options (o purchase shares of stock of the Parent Company. The
aggregate number of shares to be granted under the plan should not exceed five percent of the total
number of shares of the Parent Company s outstanding capital stock,

An individual may be granted an option to purchase nol more than Gve pereend ol the total number
of sharcs sct aside at the date of the grant and may cxercise the option up to a maximum of twenty

pereent 20% of the total number of oplion shares granted per year, Options are valid for five vears
and are exercisable from the date of the approval of the grant by the SEC.

On November 10, 2009, the BOD approved the grant of the 8th Stock Option Awards (Awards) to
selected employees, directors and officers of the Group in accordance with the board -approved
Revised Stock Option Plan (“RSOP”). The Awards cover a total of 1,600,000,000 comman shares
consisting of Y60,000L000 class *A™ and 640,000,000 class B shares from the Parent Company's
unissued capital stock, exercisable at the price of 0.02 per share, within 5 years from the date of
SEC approval of the same. The option price of #0.02 per share was computed bascd on a new
formula in the RSOP, that is, “the amount equivalent to 80% of the average closing price of the
stock for the 10 trading days immediately preceding the date of the approval ol the Grant by the
BOD as determined from quotations in the FST,

The SEC approved the Awards and the BSOP on July 9, 2010; the pertinent listing application was
appraved by the PSE on October 20, 2010, The stock options expired on July ¥, 2015,

There were no share-based payments made in 2020, 2019 and 2018, respectively.

In & move to contain the COVID-19 outbreak, on March 16, 2020, the Office of the President of
the Philippines issued Proclamation No. Y23, declaring a State of Calamity throughout the
Philippines for a period of six (6) months and imposed an enhanced community quarantine
throughout the island of Luzon until April 12, 2020 which was subscquently extended until

May 15, 2020, On May 12, 2020, this was further extended into a modified enhanced community
quarantine, wherein certain implementing rales have been relaxed.

LT,



%

The community quarantine classification was subsequently extended or changed as follows:

Classification B Effectivity R
General community quarantine June | — Aungust 1, 2020

Maodificd enhanced community quarantine  August 2 — 18, 2020

Gieneral community quarantine August 19, 2020 — March 28, 2021

Enhanced community quarantine March 29, 2021 - April 11, 2021

Modified enhanced communily quarantine  April 12, 2021 - May 14, 2021

General community guaranting with
heightened restrictions May 15 - 31, 2021

Considering the evolving nature of this outbreak, the Group will continue to monitor the
situation.
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INDEPENDENT AUDITOR’S REPORT
ON SUPPLEMENTARY SCHEDULES

The Board of Dircctors and Stockhaolders
Manila Mining Corporation

20hh Floor, Lepanto Building

Paseo de Roxas, Makati City

We have audited in accordance with Philippine Standurds on Auaditing, the consolidated financial
statements of Manila Mining Corporation and Subsidiary {the “Group™) as at December 31, 2020 and
2019, and for each of the three years in the period ended December 31, 2020, included in this Form 17-A,
and have issucd our repor thercon daled June 7, 2021, Our andits were made Tor the purpose of forming
an opinion on the basic consolidated financial statements taken as a whole. The schedules listed in the
Index to the Consolidated Financial Statements and Supplementary Schedules are the responsibility of the
Ciroup’s management. These schedules are presented for purposes of complying with the Revised
Secunities Regulation Code Rule 68, and are not part of the basic consolidated financial stalements.
These schedules have been subjecicd (o the audiling procedures applied in the audit of the basic
consolidated financial statements and, in our opinden, Girly state, n all matenial respects, the information
required to be sel forth thercin in rclation to the basic consolidated financial stalements taken as a whele,
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INDEX TO THE CONSOLIDATED FINANCIAL STATEMENTS AND
SUPPLEMENTARY SCHEDULES
DECEMEER 31, 2020

MANILA MINING CORPORATION AND SUBSIDIARY
20th Floor, Lepanto Building, Paseo de Roxas, Makati City

Financial Statements:
Statements of Management’s Responsibility
Independent Auditor’s Report
Consolidated Statements of Financial Position
Consolidated Statements of Comprehensive Income
Consolidated Statements of Changes in Equity
Consolidated Statements of Cash Flows

Notes to Consolidated Financial Statements

Supplementary Schedules:
Independent Auditors” Report on Supplementary Schedules
Suhedule 1. Reconciliation of Retained LCarrings Available for Declaration
Schedule I1: Financial Soundness Indicators
Schedule 111: Map of the Relationships of the Companies Within the Group

Supplementary Schedules under Annex 68-J
Schedule A: Financial Assets
Schedule B: Amounts Receivable from Directors, Officers,
Employees. Related Partics and Principal Stockholders (Other than
Related parties).
Schedule C: Amounts Receivable from Related Parties which are
climinated during Consolidation of Financial Statements
Schedule D: Long-term Debt
Schedule E: Indebtedness to Related Parties (Long-Term Loans
from Related Companies)
Schedule F: Guarantees of Securities of Other Issuers
Schedule G: Capital Stock



SCHEDULE]

RECONCILIATTION OF RETAINED EARNINGS
AVAILABLE FOR DIVIDEND DECLARATION

As of December 31, 2020

MANILA MINING CORPORATION AND SUBSIDIARY
20th Floor, Lepanto Building, Paseo de Roxas, Makati City

Unappropriated Retained Eamings, as adfusted to available for
dividend distrilmtion, beginning of the vear

(P1,196,638,647)

Add:

Less:

Add:

Net loss actually incurred during the period
Met loss during the period closed to Retainad Earnings

Non-actual/unrealized income net of tax:

Equity in net income of associate/joint venure
Unrealized forcign exchange gain — after tax

{except those attributable to Cash and Cash Equivalents)
Unrealized actuarial gain

Fair valuc adjusiment (mark-to-market gains)

Fair value adjustment of investment property resulting
to gain

Adjustment due to deviation from PFRS — 2ain

Other unrcalized gains or adjustments to the retained
earnings as a result of certain transactions zecounted for
under PERS

Subtotal

Non-actual losses

Depreciation on revaluation increment (afler tax)
Adjustment due to deviation from PTRS — loss

Loss on fair value adjustment of investment property
{aflcr fax)

Subtotal

Net loss actually incorred during the period

Add (T.ess)

Dividend declarations during the period
Appropriations of Retained Earnings during the period
Reversals of appropriations

Effcets of prior period adjustments

Treasury shares

Subtotal

TOTAL RETAINED EARNINGS, END OF THE YEAR
AVAILABLE FOR DIVIDEND

(7.168,916)

(7,168,916)

At i zeva shiee the veconciliation reswlis o a deficit,



SCHEDULE 1l

SCHEDULE OF FINANCIAL SOUNDNESS INDICATORS

MANILA MINING CORPORATION AND SUBSIDIARY

As of December 31, 2020

Ratio Formuk 2020 019
Total Current Assets dividad by
Current ratio Total Current Liabilities 0301 0411
Qluick assets (Toval Curvent Asseis fess
fnventaries and Prepayments and Other Current
Acid test mtio Assets) divided by Total Current Liabilitics 0.01:1 0.01:1
Net income plus Noncash expenses divided by
Solvency ratio Shori term liabilities plus Long term Lisbilities (0.01):1 (0.02):1
T'otal Liahilitics divided by
Debt to equity ralio I'otal Sharcholder’s Equity 0.09:1 0.09:1
Total Ausels divided by
Asset to cyuily ratio Total Sharcholder’s Equity | 09:1 1.09:1
Larnings before interest and taxes (EBIT) divided
Inleresi rate coverage ratio by Inlerest expense {9341 {(18.35):1
Met Income {Loss) dividec by
Return on cquity Average Sharcholder's Equity {D.25%) (0.27%)
Return on assets Net Income divided by Average Total Assets {0.23%) (0.25%)
Met profit margin Met Income divided by Revenue 0 0
0% My

Operating profil margin - Ciross Profit divided by Revenue



SCHEDULE LI

MAP OF THE RELATIONSHIPS OF THE COMPANIES WITHIN THE GROUP
As of December 31, 2020

MANILA MINING CORPORATION AND SUBSIDIARY
201h Floor, Lepanto Building, Pasco de Roxas, Makati City

Manila Mining Corporation
(Parent Company)

95%

v

Kalayaan Copper-Gold
Resources, Inc.
{ Subsidiary)




SCHEDULE TV
SUPPLEMENTARY SCHEDULES REQUIRED BY ANNEX 68-1
As of December 31, 2020

MANILA MINING CORPORATION AND SUBSIDIARY
20th Floor, Lepanto Building, Paseo de Roxas, Makati City

SCHEDULE A: Financial Assets

Number of shares or principal Amount shown in the
Name of issuing entity and association of cach issuc ameount of bonds and notes Statement of Financial Position Income received and accrued
Financial Assets Designated at FYOCL
Lepanto Consolidated Mining Corporation 77,846,363 P12,455418 B
Manila Peninsula Hotel, Tnc, 750,000 2.273.807 -
Total

78,596,363 P14,729,225 P




SCHEDULE IV
SUPPLEMENTARY SCHEDULES REQUIRED BY ANNEX 68-J
As of December 31, 2020

MANILA MINING CORPORATION AND SUBSIDIARY
20th Floor, Lepanto Building, Pasco de Roxas, Makati City

SCHEDULE B: Amounts Receivable [rom Directors, Ofticers, Employees, Related Parties and Principal Stockholders (Other than Related Parties)

Name and designation Balance at Amounts Amounts Balance at
of debtor beginning of period Additions collected written ofT Current Mot current end of period
Directors, Officers and

Emplovees ot B B | - |

NOT APPLICABLE




SCHEDULE IV
SUPPLEMENTARY SCHEDULES REQUIRED BY ANNEX 68-J
As of Decerrber 31, 2020

MANTLA MINING CORPORATION AND SUBSIDIARY
20th Floor, Lepanto Building, Paseo de Roxas, Makati City

SCHEDULE C: Amounts Reccivable from Related Partics which are Eliminated during the Consolidation of Financial Statements

Balance at Amounts Amounts Balance at
Name and designation of debtor beginning of period Additions zollected written off Current Not current end of period

Manila Mining Corporation, Parcnt
Company P3,136.873 B1.100,745 #1,609.814 | P $2,627.804




SCHEDULE D: Long-Term Debt

Title of issue and type of obligation

SCHEDULE IV
SUPPLEMENTARY SCHEDULES REQUIRED BY ANNEX 68-J
As of December 31, 2020

MANILA MINING CORPORATION AND SUBSIDIARY
20th Floor, Lepanto Building, Paseo de Roxas, Makati City

Amount shown under caplion
Amount authorized by “Current Portion of Long-Term Debt” in
indenture related Statement of Financial Position

Amount shown under caption
“Long-Term Debt” in related
Staternent of Financial Position

NOT APPLICABLE




SCHEDULE TV
SUPPLEMENTARY SCHEDULES REQUIRED BY ANNEX 68-J
As of December 31, 2020

MMANILA MINING CORPORATION AND SUBSIDIARY
20th Floor, Lepanto Building, Pasco de Roxas, Makati City

SCHEDULE E: Indcbtedness to Related Parties (L.ong-Term Loans from Related Companies)

Name of related party Balance at beginning of period Balance at end of period

NOT APPLICABLE




SCHEDULE TV
SUPPLEMENTARY SCHEDULES REQUIRED BY ANNEX 68-]
As of December 31, 2020

MANILA MINING CORPORATION AND SUBSIDIARY
20th Floor, Lepanto Building, Pasco de Roxas, Makati Ciry

SCHEDULE F: Guarantees ol Securitics of Other Issuers

Name of issuing entity of securitics Title of issue of cach
guaranteed by the company for class of sceurities Total amount guaranteed Amount owned by a person
which this statement is filed guaranteed und outstanding for which statcment is filed Nature of puarantee

NOT APPLICABLE




SCHEDULE G: Capital Stock

SCHEDULE 1V
SUPPLEMENTARY SCHEDULES REQUIRED BY ANNEX 68-J
As of December 31, 2020

MANTLA MINING CORPORATION AND SUBSIDIARY
20th Floor, Lepanto Building, Paseo de Roxas, Makati City

Number of shares

issued and outstanding MNumber of shares
as shown under related reserved for options,
Number of shares Statement of Financial  warrants, conversions Number of sharcs Directors, officers
Title of issuc authonized Position caption and other rights held by related parties und cmployees Others
Common Stock
Class “A"™ 156,000,000,000 155.479.944.728 - 28.918.881.39> 3. 433,654,968 123647 463,637
Class “B" 104,000,000,000 103,576.098.876 - 23,153.296.414 2,073,595.958 T8. 773,107,628



SUSTAINABILITY REPORT

MANILA MINING CORPORATION has been on care-and-maintenance status since the suspension of
mining operations in 2001. Its sustainability efforts are focused on safety of the remaining employees,
environmental protection and enhancement, and social development, to the extent applicable. While it
has good governance policies and codes of conduct in place, the application especially on procurement
is on a limited scale, almost immaterial, given its non-operating status. Impact on the environment is
likewise minimal, for the same reason.

Company Details

Name of Organization MANILA MINING CORPORATION

Location of Headquarters 20" Floor, Lepanto Building, 8747 Paseo de Roxas, Makati City
Location of Operations Placer, Surigao del Norte

Report Boundary: Legal entities

(e.g. subsidiaries) included in No subsidiaries included

this report*

Business Model,

including Primary Mining of gold, copper, and silver
Activities, Brands, (no mining operations since 2001)
Products, and Services
Reporting Period 2020
KNESTOR JOSE Y. GODINO, AVP-Human Resource &
Highest Ranking Person Administration
responsible for this report ODETTE A.JAVIER, Asst. Corporate Secretary

Economic Performance

Direct Economic Value Generated and Distributed

Disclosure Amount Units

Direct economic value generated (revenue) None PhP

Direct economic value distributed:

a. Operating costs None PhP
b. Employee wages and benefits 40,945,771 PhP
c. Payments to suppliers, other operating costs None Php
d. Dividends given to stockholders and interest None PhP
payments to loan providers

e. Taxes given to government 203,092 PhP

f. Investments to community (e.g. donations, CSR) 144,104 PhP




Impact on cash flow,

relationship with employees

and community

Tight cash flow

Delay in lifting of Moratorium

Opportunity to rationalize

expenses.

employees,
shareholders,
community,
government

employees,
shareholders,
community,
government

Employees,
community and
stakeholders

Focus on environmental and social
concerns pending a lifting of
moratorium on issuance mining
permits (“Moratorium”)

Same as above

Monitoring

Climate-related risks and opportunities®

Disclose the
organization’s
governance around
climate-related risks
and opportunities

Disclose the actual
and potential impacts*®
of climate-related risks
and opportunities on
the organization’s
businesses, strategy,
and financial planning
where such
information is material.

Disclose how the

organization
identifies, assesses,
and manages
climate-related risks

Disclose the
metrics and targets
used to assess and
manage relevant
climate- related
risks and
opportunities where
such information is
material.

There is a unit that
oversees a range of
environmental, social
and compliance
obligation matters
including extreme
weather or other events
that could be caused or
exacerbated by climate
change. It reports
directly to senior
management.

Penalties will be
incurred for non-
compliance with
government standards.

Regular review and
assessment of risks
and opportunities
including evaluation
of effectiveness of
the implementation
and results.

Ensure full
compliance with all
applicable laws,
industry standards
and other legal
requirements.
Metrics :
Compliance Rate
(actual/total)




ENVIRONMENT

Resource Management

Energy Consumption within the Organization

Disclosure Quantity (Ave./mo.) Units
Energy consumption (renewable sources) N/A GJ
Energy consumption (gasoline) 0.2760 GJ
Energy consumption (LPG) 0.7636 GJ
Energy consumption (diesel) 21.8111 GJ
Energy consumption (electricity) 6,399 kWh

Reduction of Energy Consumption

Disclosure Quantity (Ave./mo) Units
Energy reduction (gasoline) Decreased = 0.5688 GJ
Energy reduction (LPG) Increased = 0.2735 GJ
Energy reduction (diesel) Decreased = 12.5441 GJ
Energy reduction (electricity) Decreased = 12,951 kWh
Note: Reduction based on year 2019 less year 2020 energy and kWh average per month.
What is the impact and where Which stakeholders are Management Approach
does it occur? What is the affected?
organization’s involvement in the
impact?
Negligible impacts to the
environment because of no mining N/A N/A
and processing plant operation for
year 2020.
What are the Risk/s Identified? Management Approach
No identified significant risk in N/A N/A
Resource Management.
What are the Opportunity/ies Which stakeholders are Management Approach
Identified? affected?
Being under Care & Maintenance, Company and community. Continue to implement Save Energy
consumption of electricity and fuel Policy.
is very minimal thus save cost.

Water Consumption within the Organization

Disclosure Quantity (monthly) Units

Water withdrawal 8.8568 | Cubic meters
Water consumption 8.8548 | Cubic meters
Water recycled and reused Approx. 2.0000 | Cubic meters




What is the impact and where
does it occur? What is the
organization’s involvement in
the impact?

Which stakeholders are
affected?

Management Approach

Negligible impact by water
consumption because of no mining
and processing plant operations.
Very few skeletal workforce left and
other “work-from home” due to
Covid 19 pandemic.

N/A

Strict Implementation of policy to
save, recycle and re-use water.

Implement regular water sampling
& laboratory tests.

What are the Risk/s Identified?

Which stakeholders are
affected?

Management Approach

Unlikely risk of water bacteriological
contamination.

Employees, community, supplier

Implement safe/sanitary potable
water handling. Regular lab test.

What are the Opportunity/ies
Identified?

Which stakeholders are
affected?

Management Approach

Use of collected rainwater &
recycled water

Company, employees, community

Strict Implementation of Policy to
save, recycle and re-use water.

Ecosystems and Biodiversity

Disclosure Quantity Units
Operational sites owned, leased, managed in, or 3,853.8 has.
adjacent to, protected areas and areas of high
biodiversity value outside protected areas
Habitats protected or restored About 4.0000 has. mangrove has.
restored at Bayatakan Area.
About 68 has. reforested has
under NGP & Adopt a Mining ’
Forest Program.
1.2 kilometer Adopted km
Mapaso River/Creek
IUCN17 Red List species and national conservation list none none
species with habitats in areas affected by operations




Environmental Impact Management
Air Emissions

GHG
Disclosure Quantity (Monthly) Units
Direct (Scope 1) GHG Emissions 8.07 lit. gasoline = 0.0186 Tonnes
576.61 lit. diesel = 0.4156 CO,e
Energy indirect (Scope 2) GHG Emissions 6,399.48 KWh Electricity = 2.8737 Tonnes
CO,e
Emissions of ozone-depleting substances (ODS) N/A Tonnes

What is the impact and where
does it occur? What is the
organization’s involvement in
the impact?

Which stakeholders are
affected?

Management Approach

Negligible impacts on GHG
because of no mining and
processing plant operations.

N/A

Implement regular preventive
maintenance of equipment and
Save Energy Policy.

What are the Risk/s Identified?

Which stakeholders are
affected?

Management Approach

No identified significant risk.

N/A

N/A

What are the Opportunity/ies
Identified?

Which stakeholders are
affected?

Management Approach

Saving on fuel and electricity costs
and resulting to negligible emissions

N/A

Implement regular preventive
maintenance of equipment and

of GHG. Save Energy Policy.

Solid and Hazardous Wastes

Solid Waste

Disclosure Quantity (ave./week) Units

Total solid waste generated 182.5 Kg
Reusable /Recyclable 10.0 Kg
Biodegradable/Composted 150.0 Kg
Residuals/Landfilled 20.0 Kg
Special/Hazardous 2.5 Kg

What is the impact and where
does it occur? What is the
organization’s involvement in
the impact?

Which stakeholders are
affected?

Management Approach

Mine camp and community
although very minimal if solid waste
is not properly managed.

Employees and community

Strict implementation of MMC
Environmental Policy and Ecological
Solid Wastes Management
Program.

What are the Risk/s Identified?

Which stakeholders are
affected?

Management Approach

N/A

N/A

N/A




What are the Opportunity/ies
Identified

Which stakeholders are
affected?

Management Approach

Biodegradable wastes were
collected and converted to organic
fertilizer, while recyclable wastes
were reused or sold out.

Employees and community

Strict implementation of MMC
Environmental Policy and Ecological
Solid Wastes Management
Program.

Hazardous Waste

Disclosure Quantity (ave. monthly) Units
Total weight of hazardous waste generated 2.0 Kg
Total weight of hazardous waste transported none Kg

What is the impact and where
does it occur? What is the
organization’s involvement in
the impact?

Which stakeholders are
affected?

Management Approach

Negligible impact ( busted bulbs,
glasses, paints and chemical
container are collected and disposed
properly at MMC Hazardous Waste
Storage Tank.

Employees and community if
mismanaged.

Strict implementation of MMC
Environmental Policy and Ecological
Solid Wastes Management
Program.

What are the Risk/s Identified?

Which stakeholders are
affected?

Management Approach

N/A

N/A

Strict implementation of MMC
Environmental Policy and Ecological
Solid Wastes Management
Program.

What are the Opportunity/ies
Identified?

Which stakeholders are
affected?

Management Approach

Stored used-oil can be sold out to
accredited buyer for additional
income.

The company & used-oil buyer.

Strict implementation of MMC
Environmental Policy and Ecological
Solid Wastes Management
Program.

Effluents

Disclosure

Quantity (ave. daily)

Units

Total volume of water discharges (AMD from discharges

Ephemeral (5 — 30 /day

Cubic meters

of old mine pits.) during rainy season only)
Percent of wastewater recycled None N/A
What is the impact and where Which stakeholders are Management Approach

does it occur? What is the
organization’s involvement in
the impact?

affected?

Treat acidic discharge with lime
when almost passed DENR pH
standard.

Minimal effect on community

Strictly implement MMC Acid-Mine-
Drainage Management Plan.
Neutralized acidic discharge with




lime so that final effluent is within
DENR pH standard.

What are the Risk/s Identified?

Which stakeholders are
affected?

Management Approach

Minimal effect to receiving body

Agriculture & Fishery people

Strictly manage AMD.

What are the Opportunity/ies
Identified?

Which stakeholders are
affected?

Management Approach

N/A N/A N/A
Environmental Compliance
Non-compliance with Environmental Laws and Regulations
Disclosure Quantity Units
Total amount of monetary fines for non-compliance with None PhP
environmental laws and/or regulations
No. of non-monetary sanctions for non-compliance with None PhP
environmental laws and/or regulations
No. of cases resolved through dispute resolution None PhP
mechanism
SOCIAL

Employee Management
Employee Hiring and Benefits
Employee data
Disclosure Quantity Units
Total number of employees 43

a. Number of female employees 13 #

b. Number of male employees 30 #
Attrition rate 25 %
Ratio of lowest paid employee against minimum Not applicable ratio
wage
Employee benefits
List of Benefits Y/N % of female % of male

employees who employees who
availed for the year | availed for the year

SSS Y 0 0
PhilHealth Y 0 0
Pag-ibig Y 0 0
Parental leaves N 0 0
Vacation leaves Y 12 28
Sick leaves Y 2 4
Medical benefits (aside from Y 0 0
PhilHealth)




Housing assistance (aside from Y 1 2

Pag-ibig)

Retirement fund (aside from SSS) | Y per RA 7641)
Further education support N

Company stock options

Telecommuting Y 1 (work from home)
Flexible-working Hours N

(Others)

What is the impact and where does it occur?
What is the organization’s involvement in the
impact?

Management Approach

Motivation, performance and well-being of
employees

What are the Risk/s Identified?

Management Approach

absenteeism and retention

Compliance with labor standards

Dialogue with employees

What are the Opportunity/ies Identified?

Management Approach

Employment for community members

Compliance with labor standards

Employee Training and Development

Disclosure Quantity Units
Total training hours provided to employees
a. Female employees None hours
b. Male employees None hours
Average training hours provided to employees
a. Female employees 0 hours/employee
b. Male employees 0 Hours/employee
What is the impact and where does it occur? Management Approach

What is the organization’s involvement in the
impact?

Employees productivity and performance

Send employees to trainings as needed

What are the Risk/s Identified?

Management Approach

Trained employees left for better opportunities

Training Agreement




What are the Opportunity/ies Identified? Management Approach

Additional skills Continue training

Labor-Management Relations

Disclosure Quantity Units
% of employees covered with Collective Bargaining | None %
Agreements

Number of consultations conducted with employees | 3 #
concerning employee-related policies

What is the impact and where does it occur? Management Approach

What is the organization’s involvement in the

impact?

Retention of Employees Transparency

What are the Risk/s Identified? Management Approach

Loss of employees due to non-operation

Compliance with labor standards

What are the Opportunity/ies Identified? Management Approach

None

Diversity and Equal Opportunity

Disclosure Quantity Units
% of female workers in the workforce 12 30%
% of male workers in the workforce 28 70%
Number of employees from indigenous None #
communities and/or vulnerable sector*

Workplace Conditions, Labor Standards, and Human Rights

Occupational Health and Safety

Disclosure Quantity Units
No. of work-related injuries None #

No. of work-related fatalities None #

No. of work related ill-health None #

No. of safety drills None #




What is the impact and where does it occur?
What is the organization’s involvement in the
impact?

Management Approach

Employees’ well-being

Implementation of safety and health policies

What are the Risk/s Identified?

Management Approach

No. of lost-time accidents

Safety inspection

What are the Opportunity/ies Identified?

Management Approach

Preparedness training

Strict implementation of safety & health

policies
Labor Laws and Human Rights
Disclosure Quantity Units
No. of legal actions or employee grievances none #

involving forced or child labor

Do you have policies that explicitly disallows violations of labor laws and human rights (e.g.

harassment, bullying) in the workplace?

Topic Y/N If Yes, cite reference in the company policy
Forced labor Y Recruitment Policy

Child labor Y Recruitment Policy

Human Rights Y Code of Conduct

Relationship with Community

Significant Impacts on Local Communities

Operations Location Vulnerable Does the Collective or | Mitigating
with groups (if particular individual measures (if
significant applicable)* operation rights that negative) or
(positive or have have been enhancement
negative) impacts on identified measures (if
impacts on indigenous that positive)
local people or particular

communities (Y/N)? concern for

(exclude CSR the

projects; this community

has to be

business

operations)

Provision of Host No Garbage Maintenance




mini dump community indigeneous collection of the vehicle
truck people to prolong
usage

Provision of Host Livelihood Proper

sewing community maintenance

machine of equipment

Provision of | Host Students Proper

desktop municipality learn useful maintenance

computers skills through | of equipment
technology

Construction | Host Children Sanitation Consistent

of dental municipality usage with

through proper care

Concreting of | Host Children Safety of Maintain the

school fence | community children structures

& installation

of Steel Gate

Data Security

Disclosure Quantity Units

No. of data breaches, including leaks, | none #

thefts and losses
of data

What is the impact and where does it occur? What
5 the organization’s involvement in the impact?

Management Approach

Impact is on the company’s image. It occurs in
transactions with service providers, stockholders,
and employees.

current employees and shareholders.

We process information relating to prospective and

Data Privacy manual /quidelines;

\Appropriate orientation at head office, mine site
and other units;

Incorporation of Data Privacy notices in contracts
and forms

What are the Risk/s Identified?

Management Approach

Data Breach

Privacy Risk Assessment

Compliance Monitoring

Physical and Technical security measures
Recovery and restoration measures

What are the Opportunity/ies Identified?

Management Approach

Enhancement of data protection measures
Instill discipline and responsible use of information
among employees

Follow-up and continuous improvement
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Cc: JOHC.SUBIDO@MANILAMINING.COM

Hi MANILA MINING CORPORATION,
Valid file

« EAFS000164442AFSTY122020.pdf

Invalid file
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Company TIN: 000-164-442

Please be reminded that you accepted the terms and conditions for the use of this portal and expressly agree, warrant and certify that:

« The submitted forms, documents and attachments are complete, truthful and correct based on the personal knowledge and the same are from authentic records;
e The submission is without prejudice to the right of the BIR to require additional document, if any, for completion and verification purposes;
o The hard copies of the documents submitted through this facility shall be submitted when required by the BIR in the event of audit/investigation and/or for any other legal purpose.

This is a system-generated e-mail. Please do not reply.

This email and its attachments may be confidential and are intended solely
for the use of the individual or entity to whom it is addressed.

If you are not the intended recipient of this email and its attachments, you
must take no action based upon them, nor must you disseminate, distribute or
copy this e-mail. Please contact the sender immediately if you believe you
have received this email in error.

E-mail transmission cannot be guaranteed to be secure or error-free. The
recipient should check this email and any attachments for the presence of
viruses. The Bureau of Internal Revenue does not accept liability for any
errors or omissions in the contents of this message which arise as a result
of e-mail transmission.
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