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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 31,2008
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 Cod (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” 107,433,136,003
Class “B” 71,571,185,202

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 24, 2008 was P1,163,302,139.03.

Business and General Information
Business

MMC was incorporated in 1949 to engage in the mining and exploration of metals. It is
an aifiliate of Lepanto Consolidated Mining Company. MMC started mining operations in
Placer, Surigac del Norte in 1981. Until 2001, it was producing gold bullion through a Carbon-
In-Pulp (CIP) Plant. MMC was producing copper concentrates (containing gold, silver and
copper) from its copper flotation plant until July, 2001 when it suspended mining and milling
operations. Manila Mining Corporation has no parent company. It has a wholly-owned
subsidiary, the Kalayaan Copper-Gold Resources, Inc.

Products and Competitive Business Conditions

The Company has no producis or services as it is not in operation. It completed an
Exploration Programme in 2008.

Government Approvals/Cost and Effects of Compliance with Environmental Laws

Operations are currently suspended, as discussed above, pending receipt of the permit
from the DENR to further elevate and operate tailings pond no. 7. Nonetheless, the Company, in
compliance with Environmental Regulations, spent a total of P5,133,530.48 in 2008 (P2,916,578
in 2007) for tailings pond and mine rehabilitation.

The Company obtained on January 29, 2007 the release of its Rencwed Exploration
Permit No. X111-014, covering 2,462.9 has. in Surigao del Norte,

Subsidiary

Kalayaan Copper-Gold Resources, Inc, holder of Exploration Permit No. EP-XIII-014B
covering an area of 286.6342 hectares located in Tubod and Placer, Sugirao del Norte

Research and Development Activities

There were no research and development costs in the last three years.

Emplovees

MMC had a total of 41 active employees as of the end of 2008. The Company does not
intend to hire additional employees in the next 12 months. In the meantime, no supplemental
benefits or incentive arrangements are given to the employees.



Mining Properties

The Company has two (2) existing 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, will expire in 2011 and the second, MLC MRD No. 480, will expire a year later, Both are
currently the site of mapping and sampling works. The Company also has three (3) 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. Also, MMC has existing Operating Agreements ("OA") with
holders of Mining Lease Contract or application for an MPSA with the Government. The ML.C
MRD No. 67, covering 198 has, expired on April 16, 2003 and is now covered by a pending
Application for MPSA No. XTIIT-083 in Placer, Surigao del Norte, filed prior to said expiration
date. 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 ML.C No. V-
1128 expired last September 23, 2000 and is now covered by a pending Application for MPSA
No. 000078-XIII while the other two namely, ML.C No. MRD-322 and MRD-323 will expire in
2011. A portion of the area covered by APSA No. 00006(X), consisting of 2,462.9 has., is now
covered by Exploration Permit No. XIII-014, pending renewal by the Mines and Geoscineces
Bureau.

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. The land, buildings and improvements, machineries and heavy and transportation
equipment were covered by a mortgage in favor of Metrobank and Equitable PCIBank. As of
end-2006, the loans had been fully paid.

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

The Company leases for P50,000 per year, an 11-hectare land where its various mining
equipment are located. The lease will expire in 2014.

The Company has no plans of acquiring additional real properties in the next 12 months.



Market for Registrant’s Common Equitv and Related Matters

The Compaﬁy’s securitics are listed in the Philippine Stock Exchange. Hereunder are the
quarterly market prices of said securities from 2007-2008:

Manila Mining “A”

1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08 3/02/09
Low 0.023 0.029 0.017 0.024 0.0019 0.013 0.017 0.01 0.0075
High 0.034 0.038 0.033 0.032 0.021 0.013 0.01 0.0065 0.0075
Manila Mining “B”

1Q07 2Q07 3Q07 4Q07 1Q08 2Q08 3Q08 4Q08 3/02/09
Low 0.025 0.033 0.020 0.028 0.02\1 0.013 0.021 0.0065 0.0075
High 0.039 0041 0.035 0.035 0.022 0.014 0.012 0.0065 0.0075

Securities and Shareholders

As of end-2008, the company had 4,249 shareholders. There were approximately 2,550
and 1,699 holders of common “A” and common “B” shares, respectively.

Top 20 “A” and “B" Stockholders of the Company (as of December 31, 2008)

Name ¥A” Shares
1 F. Yap Securities, Inc. 19,199,959,764
2 Lepanto Consolidated Mining Company 18,097 056,076
3 BryanYap 1,945,977,139
4 Christine Yap 1,861,557,111
5 Lepanto Investment and Dev, Corp. 1,390,313,541
6 Patrick Resources Corp. 1,301,152,163
7 Coronet Property Holdings Corp. 1,235,209,029
8 Paul Gerard B. del Rosario 1,218,800,000
g Paulino Yap 1,064,905,731
10 F. Yap Securities, Inc. (PCD) 036,413,744
11 Paulino Yap 890,763,764
12 Christine Karen Yap 886,334,939
13 Emma Yap 799 516,109
14 FYSIA/C-CKY 754,994,507
15  Tomas Yap 724,151,221
16  Fentura Resources Corporation 718,565,954
17 Zamcore Resources Corporation 707,395 421
18  Emma Yap 678,551,292
19 Lindsay Resources Corporation 651,542,763
20  Poul Yap, Jr. 580,769,812
Name “B** Shares
1 Lepanto Consolidated Mining Company 10,707, 139,480
2 F. Yap Securities, Inc. 7.332,559,695
3 Lepanto Investment and Dev. Corp. 35,037,619,533
4 F. Yap Securities, Inc. 1,665,206,615
5  Abigail K Yap 1,403,451,933

Y%

17.91
16.94
181
173
129
1.21
115
113
.99
0.87
0.83
0.83
0.74
0.70
0.67
0.67
0.66
0.63
0.61
0.54

%

14.96
10.25
7.04
233
196



6  Bryan Yap 1,124,317,007  1.57
7 Paul Gerard B. del Rosario 1,074,000,000 1.50
8 Pauline Yap 1,019,720,824 1.42
0  Cresencio Yap 050,612,016 1.33
10 Coronet Property Holdings Corp. 851,662,573 119
Il Pacita Yap 824,539,227 115
12 Paulino Yap 787,396,304 1.10
13 David Go Securities Corp. 590,574,844 0.83
14  Emma Yap 529,116,581 0.74
15 Cresencio Yap 504,917,544 0.70
16 Christine Karen Yap 492,917,544  0.69
L7  Christine Yap 461,919918 0.65
18  Emma Yap 433,448,272 061

312,797,851 0.44
309,854,155 0.43

19 Manuel Yap
20  Martesio Perez

Submission of Matters to a Vote of Security Holders

No matter was submitted by the Company during the fourth quarter of 2007 to a vote of
security holders.

Recent Sales of Unregistered or Exempt Securities

The Company sold shares pursuant to a 1:2 preemptive rights offer in September 2006,
totaling 35,811,045,334 “A* and 23,857,061,734 “B* common shares.

Limitation on Pavment of Dividends

There are no restrictions on the issuance of dividends. No dividends were issued in the
last five years.

Independent Public Accountani

In November 2006, Sycip Gorres Velayo & Co. 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. Since the 2007 financial statements, the
certifying partner is Mr. Jaime F, del Rosario. Such change of partner is in compliance with SRC
Rule 68(30} (b) (iv).

Representatives of SGV & Co. will be present at the Annual Meeting on April 21, 2009
to give statements in response to queries on issues they can shed light on.

Audit and Audit Related Fees
For the audit of the financial statements for year 2007, SGV & Co. bilted the Company
the sum of P550,000. The agreed fee for services rendered in 2008 was P300,000, No other

services, for tax or otherwise, was provided by SGV & Co.

Audit Commitiee’s Approval Policies and Procedures

Prior to commencement of audit services, the external auditors submit their Audit Plan
to the Audit Committee, indicating the applicable accounting standards, audit objectives, scope,
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approvals, methodology, needs and expectations and timetable, among others. A presentation on
the same Plan is made by the external auditors before all the members of the Committee. 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.

Directors and Executive Officers of the Company

Directors (each with term of office of 1 year) Age Citizenship Period Served
FELIPE U. YAP 71 Filipino Since 1976
EDUARDO A. BANGAYAN* 57 -do- Since 1989
JOSE G. CERVANTES 74 -do- Since 2006
RENE F. CHANYUNGCO 55 ~do- Since 2004
ETHELWOLDO E. FERNANDEZ 81 ~do- Since 2001
PATRICIO L. LIM* 93 -do- Since 2000
BRYAN U. YAP 36 -do- Since 1994
AUGUSTO C. VILLALUNA 58 -do- Since 2003
PATRICK K. YAP 30 -do- Since 20035
Executive Officers: Citizenship Position
FELIPE U. YAP Filipino Chairman of the Board and
Chief Executive Officer
RENE F. CHANYUNGCO -do- Senior Vice President and Treasurer
PATRICK K. YAP -do- Senior Vice President
BRYAN U, YAP -do- Vice President
PABLO T. AYSON, JR. -do- Vice President
* - Independent Directors.

Business Experience in the Last Five (5) Years

Mr. Felipe U. Yap became the Chairman of the Company in 1988. He was the Chairman
of the Board of Governors of the Philippine Stock Exchange from March 2000 to March 2002.
He is likewise the Chairman and Chief Executive Officer of Manila Mining Corporation and Far
Southeast Gold Resources, Inc. He is the Chairman of the Board of Prime Orion Philippines, Inc.
and Zeus Holdings, Inc. and a Director of, among others, Cyber Bay Corporation and Philippine
Associated Smelting and Refining Corp. (PASAR).

Mr. Eduardo A. Bangayan’s major business interests are in Davao City. For the past five
(5) years, he has been involved in real estate and coconut oil/copra production. He is currently
the President of the Summit World Group of Companies.

Atty. Jose G. Cervantes was the Senior Vice President of the Philippine Stock Exchange
from March 2000 to November 30, 2005. He is also a director of Lepanto Consolidated Mining
Company.

Atty. Ethelwoldo E. Fernandez rejoined the Company as Corporate Secretary in 2001,
the same year he was reappointed Corporate Secretary of Lepanto Consolidated Mining
Company. 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.

Mr. Patricio L. Lim has been the Chairman and Chief Executive Officer of The
Peninsula Manila since 1999. Since 1998, he has been serving as Chairman of the Beneficial-
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PNB Life Insurance Company, Inc. He is also the Chairman and Chief Executive Officer of the
Philippine Fire and Marine Insurance Corporation, a position which he has been holding since
1995.

Mr. Bryan U. Yap was the Senior Vice President-Chief Finance Officer of Lepanto
Consolidated Mining Company from 1997 te February 2003, when he was promoted as
President and Chief Operating Officer effective March 1, 2003.

Engr. Augusto C. Villaluna is the Senior Vice President of Lepanto Consolidated Mining
Company. He was Resident Manager of the Lepanto Mine Division from 1994 to 2000, and
rejoined the Company to assume the same position in 2003.

Mr. Rene F. Chanyungco joined the Company in 1977 as Executive Assistant to the
President. He eventually became Assistant Treasurer, then Vice President-Treasurer, until his
promotion in 1997 as Senior Vice President-Treasurer. He was the Chief Finance Officer of
Lepanto Consolidated Mining Company from 2004 to March 2008,

Mr. Patrick K. Yap is the President of Philippine Fire and Marine Insurance Corporation,
Commonwealth Knitting Mills, Inc. and Alliance Textile Mills, Inc. He is a Director of Yapster
e-Conglomerate, Inc.

Atty. Pablo T. Ayson, Jr. was appointed Vice President in November 2006. He is alsc a
Vice President of Lepanto Consolidated Mining Company.

Significant Employees

The significant employees expected to contribute significantly to the business other than
the executive officers are Josephine C. Subido, Chief Accountant, Isagani C. Sulapas, Finance
and Administrative Manager, Roberto Mabini, Chief Geologist, and Ray Tailan, Geologist.

Family Relationships

Mr. Bryan U. Yap, Director and Vice President, is the son of the Chairman and Chief
Executive Officer, Mr. Felipe U. Yap. Mr. Patrick K. Yap is the nephew of the Chairman.

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
bankruptey proceeding. Neither have they been convicted by final judgment in any criminal
proceeding, or been subject to amy order, judgment or decree of competent jurisdiction,
permanently or temporarily enjoining, barring, suspending, or otherwise limiting their
involvement in amry 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.

Certain Relationships and Related Transactions

In the normal course of business, MMC has the following significant transactions with
its related parties:

¢ (Cash advances received from and expenses paid on behalf of MMC by Lepanto
Consolidated Mining Company (“LCMC”). For these advances, total finance charges
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amounted to B24,233,053 in 2006 (see Note 16). Interest rates for these advances
ranged from 7.50% to 16.50% in 2006. In 2008 and 2007, the Parent Company
partially paid these advances (0 LCMC. For the remaining amount of
£139,311,139 and R169,161,400 as of December 31, 2008 and 2007, respectively, no
interest was charged by LCMC to MMC. The amount is due and demandable.

e  Various drilling and hauling services rendered by its affiliates to MMC.

The consolidated balance sheets include the following asset and liabilities resulting from the
above transactions with related parties:

2008 2007

Payables:
LCMC 139,311,139  B169,161,400
Diamond Drilling Corporation of the Philippines 84,547,496 46,260,834
Others 16,084,896 6,976,554
Miscellaneous deposits (see Note 7) - 30,000,000

Payable to LCMC is classified under current liabilities. Payables to other related parties are

presented under accounts payable and accrued expenses under current liabilities (see Note
11).

Executive Compensation

2007 Total (All Cash) | Basic Salary | Bonus (13" month Others
In the case of execufive| (Per Diem of
officers) Direciors)
Felipe U. Yap, Chairman ) P471,450 P421,800 P35,150 P14,500
Rene F. Chanyungco, )]
Sr. Vice Pres./Treasurer )

Patrick K. Yap, SVP )

Bryan U. Yap, Vice Pres. )

Pablo T. Ayson, Ir., Vice Pres. )

All officers and directors P471.450 P421,800 P35,150 P14,500
2008 (Total)

Felipe U. Yap, Chairman ) P359,500 P351,500 P38,000

Rene F. Chanyungco, )

Sr. Vice Pres./Treasurer )]

Patrick K. Yap, SVP )

Bryan U. Yap, Vice Pres, )

Pablo T. Ayson, Ir., Vice Pres. )

All officers and directors P359,500 P351,500 P8,000
2009(Estimate)

Executive officers listed above P359.500 P351,500 P8.000

All officers and directors P359,500 P351,500 P38,000

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 coniract 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 P500.00 each for attendance of every regular or special
meeting. For each Committee meeting attended, member-directors are also paid a per diem of
P500.00 each.



Voting Trusts and Change in Conitrol

There are no voting trusts involving the Company’s shares nor has there been any
change in the control of the Company in the last five (5) years.

*Security Ownership

Following are the holders of more than 5% of the outstanding capital stock as of
December 31, 2008:

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 | Unit2301/2302 Tektite Tower | Principal same Filipino 19,199,959,764 | 17.91 | 7332,559,695 | 10.25
I, Exchange Rd., Ortigas Stockholder
Cenier, Pasig City
Lepanto Cons. Mining Ca. Principal
A&B | 2U/F Lepanto Bldg., Paseode | Stockholder same ~do- 18,097,056,076 16,88 | 10,707,139,480 | 14.97
Roxas, Makati City
*Lepanto Investment & Subsidiary of
A &B | Development Corporation Pringipal same -do- 1,390,313,541 130 5,037,619,533 7.04
21/F Lepanto Bldg., Paseade | Stockholder
Roxas, Makari City
* . All of record. The Boards of Directors of Lepanto and LIDC have the power to dispose of the
shares. As to F. Yap Securities, Ms. Pacita K. Yap has such power. All three companies have
proxies in favor of Mr. Felipe U. Yap.
**Directors and Executive Officers (as of December 31, 2008)
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 | FelipeU. Yap Chairman of the Board 140,155,975 /125,035,206 Filipino 0.13 7 017
A&B Eduardo A. Bangayan™** Director 5,907,551 / 27,669,589 -do- 0.01 /0.04
B Jose G, Cervantes Director 1 -do- nil
B Ethelwoldo E, Femandez Director/Corp. Sec, 1 -do- nil
A&B Patricio L. Lim*** Director 9,000,000 / 21,000,000 -do- 0.01 / 0,03
A&B | Bryan U. Yap Director/Vice President | 1,945.977,139/1,124,317,007 -do- 1,81 /1.57
“A" Patrick K. Yap Directer/SVP 7,814,231 ~do- 0.01
A Auguste C. Villaluna Director 808,350 ~do- nil
A&B Rene F, Chanyungco Director/SVP/Treasurer 2,692,501 -do- nil
A&B Pablo T. Ayson, Jr. Vice President 1,599,962 / 416,057 -do- nil
Aggregate as a group 2,111,263,198/1,301,130,362 1.97/1.61

#% _ All of record and directly owned.

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

The last stock option award expired on January 31, 2001. There are thus no outstanding

stock options. No action will be taken with request to any compensation plan or issuance or
modification of securities.




!

2009 Plan of OQperation

Having completed its Exploration Program, the Geology team will now concentrate on
converting the ore resource into reserve to justify the re-opening of the Placer Mine. Funds for
this undertaking will be internally generated. To raise funds for further studies and, if warranted,
mine development, the Company is increasing its authorized capital stock from P1.8 billion to
up to P3.0 billion and is proposing to the stockholders that the Board be authorized to take
appropriate steps and means to implement the said increase.

Management’s Discussions and Analysis of Financial Cenditions for 2008, 2007 & 2006

2008

The Company's Exploration program in its historical operations site was completed in
2008. A total of 51 holes were drilled in 2008 in addition to the 20 holes drilled the previous year
for an aggregate depth of 15.9 km. The results of the drilling are now being studied with a view
to converting the ore resource into reserves and ultimately justifying the re-opening of the mine.

Other income of P555,521 was earned this year, compared with last year’s
P337,905,306. The latter amount included the equivalent of the US$7 million that was paid by
Anglo American to MMC as its entry cost into the Kalayaan Project.

Total expenses for the year amounted to P146.8 million compared with last year’s P74.8
million, both consisting of administrative expenses, depreciation and impairment. Impairment
Losses on Properties and Inventories amounted to P92 million (compared with P58.4 million last
year), as discussed below in relation to the Balance Sheet. Depreciation cost dropped to P8.7
million from P10.225 million last year due to the impairment in value of some idle equipment.
Net Loss for the year was P132 million versus an income of P276.9 million in 2007.

There were 40 active employees as at the end of the year compared with 31 active
employees last year. The additional employees were hired in connection with the Company’s
exploration program.

Cash & Cash Equivalents decreased by P117.7 million due to exploration program for
the year and payments made to suppliers. Receivables decreased from P403 thousand to P306
thousand on account of reclassification. Inventories went down from P40.3 million to P33.8
million due mainly to the additional allowance of P8.3 million provided for mill materials,
hardware and other supplies. Prepayments decreased to P27.5 million as the Miscellaneous
Deposit of P30 million was applied to the drilling contractor’s service fees. Auvailable for Sale
Financial Assets decreased by 71% due to the decline in the market value of shares of stock held
by the Company. The increase in Property Plant & Equipment by P135 million represents
principally the capitalized cost of exploration at the historical operations site.

The Mine Exploration costs of P92 million recorded in 2007 represents the exploration
expenses directly incurred by Anglo American pursuant to the Farm-In Agreement with the
Company. The Agreement was terminated in November 2008 and exploration discontinued; the
Company thus provided an allowance for an impairment loss of P92 million in 2008 considering
that the data derived from the pertinent exploration work is far from sufficient to declare the
project feasible. Pursuant to the terms of the Farm-In Agrecment, the “Deposit for Future Stock
Subscriptions” in the same amount has been reclassified to “additional paid-in capital.”

10




Accounts Payable and Accruals increased by P83.178 million from P200.2 million on
account of drilling expenses. Non-trade Payables decreased by 18% to P139.3 million due to
settlement of accounts. Income Tax Payable registered nil due to the losses incurred. Deferred
Income Tax Liability decreased from P85.8 million to P71.6 million due to impairment losses.
The Pension Liability increased by P0.7 million due to an increase in the actuarial valuation.

2007
The Company's Exploration program continued; there were no mining operations.

Other income for the year amounted to P337.9 million, principally on account of the
US$7 million received from Anglo-American Investments BV (renamed Anglo American
Philippines (Kalayaan) Holdings B.V) as its initial entry cost into the Kalayaan Project. Other
income in 2006 amounted to P1.3 million. Total expenses in 2007 was P74.8 million, consisting
mainly of administrative expenses, depreciation and impairment loss and amortization of the
tajlings dam. The tailings dam was fully amortized as of 2006, thus the big drop in this year’s
expenses. The impairment in value of some idle equipment resulted in lower depreciation cost,
contributing to the reduction in expenses. Net income for the period was P277 million as against
last year’s net loss of P112.7 million.

There were 31 active employees this year compared with 32 active employees last year.
No significant changes in the number of employees is expected during the year.

Cash & Cash Equivalents amounted to P119.5 million. With these balances, the
Company will be able to meet all its requirements for the year, principally exploration expenses
amounting P67 million. Receivables decreased from P1.4 million to P0.40 million due to
payments received. Prepayments increased to P50.4 million due to an increase in input tax.

Trade and other payables were settled to the extent of P78.7 million. Non-trade payables
in 2006 amounted to P316 million and were classified as a non-current liability. This has been
reclassified to ‘current liability’ and decreased by P146.8 million due to settlement of accounts.
Retirement benefit obligation increased by P483 thousand due to an increase in the actuarial
valuation. The Income Tax Payable of P6.7 relates to the Other Income discussed above. The
Deferred Income Tax Liability dropped from P106.4 million to P85.8 million largely as a result
of the impairment of idle assets to the extent of P58.4 million.

2006

In the fourth quarter of 2006, the Company made a 1:2 stock rights offering (SRO) of
59.67 billion common shares at P0.015 per share which was fully subscribed. The proceeds
supported the increase in the Company’s authorized capital stock from P1.2 billion to P1.8
billion, which was approved by the SEC on November 30, 2006.

During the year, an interest income amounting to P1.34 million was realized from the
deposit accounts in relation to the SRO. The income however was offset against other financing
charges, hence no income appears in the Income Statement. Last year’s other operating income
amounted to P375,000 arising from a sale of marketable securities. There was no other source of
revenue due to non-operation,
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Fxpenses during the year amounted to P108.64 million, representing salaries of the
remaining employees and administrative costs (inchuding impairment loss, depreciation expense
and amortization of tailings pond no.7). This year’s expenses were lower as against last year of
P133.78 million due to decrease in depreciation expense. As a result, current year’s losses was,
at P112.30 million, 24% lower vs. 2005. The lower loss was also partly due to the increase in
deferred tax assets of P18.85 million, compared with P6.74 million last year.

There were 30 active employees at the end of the year,

Cash and cash equivalent increased by P117.89 million on account of the SRO. Last
year’s cash balance was only P0.463 million. Non-trade receivables increased by P4.0 million or
165% due to accrual of interest on time deposit and reclassification of 2 accounts, prepaid
royalties and prepaid income tax. Inventories, net of Allowance for inventory losses, dropped to
P40.37 million on account of a 13% increase in provision for losses during the year.
Prepayments increased by P28.30 million on account of a downpayment made for a drilling
contract and reclassification of accounts.

Total current assets improved by 244% from P59 million to P205 million due mainly to
a time deposit balance of P110 million and contract deposit of P30 million.

The decrease of 5% in Property, Plant and Equipment, (net) represents depreciation,
amortization and impairment loss recognized during the year, Other Assets, which consist of idle
heap-leaching equipment and advances to suppliers, dropped by 62% on account of enhanced
depreciation and provision for impairment losses.

Accounts Payable & Accrued expenses decreased by 50% to P278.60 million due to
settlement of accounts. Borrowings of P193.44 million and Non-trade payable — current of
P28.15 million were also fully settled. Non-trade Payable-non current, comprising mainly of
advances from Lepanto Consolidated Mining Company, was partially settled, thus the decrease
to P315.96 million. The settlements were made possible by the SRO proceeds.

Retirement benefit obligation increased by 13% due to actuarial valuation set-up.

Deferred income tax liability decreased by 30% due to the increase in deferred tax assets
amounting to P18.85 million.

The increase in Total Equity to P969.4 million was on account of the 1:2 SRO.

On November 9, 2006, the Company and Anglo American Exploration (Philippines),
Inc. (“AMEXP”), a wholly-owned subsidiary of Anglo-American PLC, signed a Letter of Intent
which, subject to finalizing definitive agreements, confirms the participation of AMEXP in the
exploration and potential development of the Kalaya-an Property which is part of the contract
area of the Exploration Permit of MMC pending final renewal with the DENR. The prospective
partners are currently finalizing the said definitive agreements.

The Company is setting aside P28 million this year for exploration, with a view to
converting resource to reserve. This and other financial requirements will come from the
proceeds of the SRO in 2006

Since the Company is non-operational, there is no applicable performance indicator.
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Compliance with Leading Practices on Corporate Governance

To monitor and evaluate compliance with the adopted leading practices in good
governance, the Compliance Officer, who is also the Company Treasurer, attends board, staff
and occasionally, committee meetings and confers with the responsible persons of the various
departments within the Company. Furthermore, the Audit Committee meets regularly, conferring
with internal auditors and management to discuss or otherwise resolve risk issues. The HR
Department is involved in the monitoring of Compliance with the Code of Conduct. With the
Code of Conduct and various guidelines in place, which are available to all concerned directors,
officers and employees, parameters have been set for purposes of monitoring compliance and
imposition of appropriate sanctions upon erring officers or employees. There were no deviations
from the Company’s Manual on Corporate Governance.

Financial Statements
Attached as Exhibit “A” hereof, are the Company’s Audited Financial Statements for

2008 covered by the Statement of Management’s Responsibility and the Auditor’s Report signed
by Mr. Jaime F. Del Rosario, with the following exhibits:

Exhibit “B” - Schedule E - Other Noncurrent Assets
“C* . ScheduleI - Capital Stock
Reports on Form 17-C
Date of Report Subject
February 29, 2008 Annual Stockholders® Meeting, etc
April 22, 2008 Election of Directors
May 20, 2008 (Re)-Appointed of Officers and Committee Members

‘November 10,2008  Update on the Exploration of Kalayaan Project

SIGNATURES

Pursuant to the requirements of Section 17 of the Code and Section 141 of the
Corporation Code, this report is signed on behalf of the issuer by the undersigned, thercunto duly
authorized, in Makati City on April 14, 2009.

) 517, YAP
rairman of the Board & Senior Vige President/Treasurer

Chief Executive Officer CTC No. 106958543 /Pasig City/1-15-09
CTC No. 17800234/Davao City/1-6-09
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Manila Mining Corporation

20th Floor, BA-Lepanto Bidg. 8747 Pasee de Roxas
WMakatl, #etro Manlla, Phllippines

P.O, Box 1460 Makatl « Telephanes: 816-9447 « 812-7241
Fax: 819-3786 - 751-6317

16 March 2009

To the Securities and Exchange Commission
Securities and Exchange Commission Building
EDSA, Mandaluyong City

The management of Manila Mining Corporation is responsible for all information and representations
contained in the financial statements for the years ended December 31,2008, 2007 and 2006. The financial
statements have been prepared in conformity with generally accepted accounting principles in the Philippines
and teflect amounts that are based on the bést estimates and nformed judgment of management with an
appropriate consideration to materiality.

Tn this regard, management maintains a system of accounting and reporting which provides for the necessary
intemnal controls to ensure that transactions are properly awthorized and recorded, assets are safeguarded
against unauthorized use or disposition and liabilities are recognized, The management likewise discloses to
the company’s audit committee and to its externat auditor: (i) all significant deficiencies in the design or
operation of internal controls that could adversely affect its ability 1o record, process, and report financial
data; (if) material weakness in the internal controls; and (iii) any fraud that involves management or other
employees who have significant roles in internal controls.

The Board of Directors reviews the financial statements before such statements are approved and submitted
to the stockholders of the company.

Sycip, Gorres, Velayo & Co., the independent anditors appoiﬁted by the Board, has examined the financial
statements of the company in accordance with generally accepted auditing standards in the Philippines and
has xpregsed jts opinion on the fairness of presenfation upon completion of such examination, in its report to

_ Financial Controller
and Chief Execntive Officer CTC No. 10203232-1¥17/08-Pasig LTO N04-88-072822-2/21/08
CTC No, 17800234-1/06/09-Davao City

SUBSCRIBED AND SWORN to before me this 16" day of March 2009 at Makati City.
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BOAPRC Reg. No. 0001
SEC Accreditation No. 0012-FR-1

INDEPENDENT AUDITORS’ REPORT

To the Stockholders and the Board of Directors
Manila Mining Corporation and Subsidiary

We have audited the accompanying financial statements of Manila Mining Corporation and Subsidiary
{the Group), which comprise the consolidated balance sheets as of December 31, 2008 and 2007, and
the consolidated statements of 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, 2008, and a
summary of significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Philippine Financial Reporting Standards. This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances.

Auditors® Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the Group’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Group’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of Manila Mining Corporation and Subsidiary as of December 31, 2008 and 2007,
and their financial performance and their cash flows for each of the three years in the period ended
December 31, 2008 in accordance with Philippine Financial Reporting Standards,

SYCIP GORRES VELAYO & CO.

——— : [
Jaime F. del Rosario
Partner
CPA Certificate No, 56915
SEC Accreditation No, 0076-AR-1
Tax Identification No, 102-096-009
PTR No. 1566422, January 5, 2009, Makati City

March 17, 2009

NI AR



MANILA MINING CORPORATION AND SUBSIDIARY

CONSOLIDATED BALANCE SHEETS

December 31
2008 2007

ASSETS
Current Assets
Cash (Notes 4 and 24) £1,813,976 £119,505,020
Receivables - net (Notes 5 and 24) 306,942 403,753
Inventories - net (Note 6) 33,789,194 40,312,494
Prepayments and other current assets (Note 7) 27,523,671 50,350,591
Total Current Assets 63,433,783 210,571,858
Noncurrent Assets
Available-for-sale {AFS) investments (Notes 8 and 24) 12,665,571 43,875,000
Property, plant and equipment - net (Note 9) 1,601,999,004 1,467,138,562
Mine exploration costs - net (Note 23) 2,664,201 92,028,090
Other noncurrent assets (Note 1() 6,881,504 6,956,990
Total Noncurrent Assets 1,624,210,280 1,609,998,642
TOTAL ASSETS P1,687,644,063 £1,820,570,500
TJABTLITIES AND EQUITY
Ciirrent Liabilities
Accounts payable and accrued expenses (Notes 11 and 24) P283,427,083  P200,248,773
Nontrade payables (Notes 13 and 24) 139,311,139 169,161,400
Income tax payable — 0,734,557
Total Cuyrent Liabilities 422,738,222 376,144,730
Noncurrent Liabilities
Deferred income tax liability - net (Note 19) 71,527,937 85,766,176
Retirement benefit obligation (Note 18) 5,438,973 4,645,173
Total Noncurrent Liabilifies 76,966,910 90,411,349
Equity
Capital stock (Noie 20) 1,789,741,922 1,789,938,502
Additional paid-in capital 388,801,666 296,576,996
Deposit for future stock subscriptions (Note 23) - 92,028,090
Cumulative changes in fair values of AFS

investments (Note 8) (17,903,000) 16,135,000
Deficit (972,701,657) (840,664,167)
Total Equity 1,187,938,931 1,354,014,421
TOTAL LIABILITIES AND EQUITY P1,687,644,063 P1,820,570,500

See accompanying Notes to Consolidated Financial Statemenis.
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MANILA MINING CORPORATION AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF INCOME

For the Years Ended December 31

2008 2007 2006

OTHER INCOME (Note 16) B555,521 337,905,306 B1,338,448
ADMINISTRATION AND

OVERHEAD COSTS (Note 14) (146,831,250) {74,802,217) (108,644 593)
FINANCE COSTS (Note 15) - - (24,241,921)
INCOME (LOSS) BEFORE INCOME

TAX (146,275,729) 263,103,089 (131,548,066)
BENEFIT FROM INCOME TAX (Note 19) 14,238,239 13,876,801 18,850,318
NET INCOME (L.OSS) (£132,037,490) £276,979,890 (B112,697,748)
EARNINGS (1LOSS) PER SHARE
Basic and diluted (Note 22) (#0.00074) P0.00155 (R0.00084)

See accompanying Notes to Consolidated Financial Statements.
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MANILA MINING CORPORATION AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Years Ended December 31

~2008 2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES
Incoms (loss) befors income tax {£146,275,729) $£263,103,089 (®131,548,066)
Adjustments for:
Provision for impairment losses on mine exploration
cost (Note 23) 92,028,090 - -
Depletion, depreciation and amortization (Note 9) 15,895,226 19,806,399 47,396,582
Retirement benefit costs (Note 18) 793,800 483,585 480,400
Interest income {(Note 16) (537,381) (1,177,478) (1,337,748)
Interest expense (Note 15) - - 24,241,921
Provision for impairment losses on property, plant
and equipment and other noncurrent assets
{Notes 9 and 1{) — 58,406,009 50,007,818
Operating income (loss) before working capital changes (38,095,994) 340,621,604 (10,759,093)
Decrease (increase) in:
Receivables 96,811 709,853 (4,033,463
Inventories 4,523,300 61,861 4,174,820
Prepaymenis and other current assets 22,826,920 (7,172,346) {28,302,699)
Increase (decrease) in accounts payable and
accrued expenses 83,178,310 (78,917,746) (288,103,632)
Cash generated from (used in) operations 74,529,347 255,303,226 (327,024,067)
Interest received 537,381 1,506,186 1,337,748
Income taxes paid (6,734.557) - -
Tnterest paid - - (24,241,921)
Net cash from (used in) operating activities 08,332,171 256,809,412 {349,928,240)
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to:
Property, plant and equipment (Note 9) (150,755,668) (90,601,700) (8,429,792)
Mine exploration costs (Note 23) (2,664,201) (92,028,090) -
Purchase of AFS investments (Note 8) (2,828,571) (20,240,000) -
Decrease (increase) in other noncurrent assets 75,486 (315,888) (2,461,786)
Net cash used in investing activities {156,172,954) (203,185,678) {10,891,578)
CASH FLOWS FROM FINANCING ACTIVITIES
Payments offto: .
Nontrade payables (29,850,261) (146,805,284) -
Borrowings (Note 12} - - (193,439,896)
Related parties - - (28,154,759)
Depasit for future stock subscriptions (Note 23) - 92,028,090 -
Cost incurred from issuance of shares (Note 20) - (105,502} (2,818,486)
Refund from subscription (Note 20) - (86,320) -
Proceeds from issuance of shares (Note 20) - — 705,620,169
Net cash from (used in) financing activities (29,850,261) (54,969,016) 481,207,028
NET INCREASE (DECREASE) IN CASH (117,691,044) (1,345,282) 120,387,210
CASH AT THE BEGINNING OF THE YEAR 119,505,020 120,850,302 463,092
CASH AT THE END OF THE YEAR (Note 4) 21,813,976 P119,505,020 £120,850,302

See accompanying Notes to Consolidated Financial Statements.
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MANILA MINING CORPORATION AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1.

General Information and Status of Operations

Manila Mining Corporation

Manila Mining Corporation (the Parent Company) was incorporated in the Philippines and registered
with the Securities and Exchange Commission (SEC) on May 20, 1949, primarily to carry on the
business of mining, milling, concentrating, converting, smelting, treating, preparing for market,
manufacturing, buying, selling, exchanging and otherwise 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). On April 16, 1999, the SEC approved the
extension of the Parent Company’s corporate term for another fifty (50) years upon expiration of its
original term on May 30, 1999. Lepanto Consolidated Mining Company (LCMC), a publicly listed
Company, and its subsidiaries, has 20.08% equity interesi in the Company.

The principal office of the Parent Company is located at the 20th Floor, Lepanto Building,
8747 Paseo de Roxas, 1226 Makati City.

Kalayaan Copper-Gold Resources. Inc.
Upon incorporation of Kalayaan Copper-Gold Resources, Inc. (KCGRI; the Subsidiary), the
Parent Company gained one hundred percent (100%) of its voting shares.

K.CGRI 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, manufacturing, buying, selling,
exchanging and otherwise producing and dealing in all other kinds of ores, metals and minerals,
hydrocarbons acids, and chemicals, and in the products and by-produets of every kind and
description.

The principal office of the Subsidiary is located at the 21st Floor Lepanto Building, Paseo de Roxas,
Makati City. ‘

Status of Operations

On May 22, 1996, the Parent Company’s Board of Directors (BOD) approved the expansion of its
current 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
(E.O.) No. 226 on October 6, 1996.

On November 5, 1997, the BOI approved the Parent Company’s application for registration of its
copper flotation project under E.O. No. 226 on a non-pioneer status. On June 9, 2000, the BOI
likewise approved the Parent Company’s application for the modernization program of the copper
flotation project under a preferred non-pioneer 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 (4) years from February 23, 1998, the actual start of commercial
operations.

(AN TR IR OAD
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The two BOI certificates of registration are currently suspended in view of the suspension of the
Parent Company’s operations.

On November 30, 2000, the Parent Company’s gold mining and milling operations were temporarily
shutdown due to the landslide that occurred in one 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 tailing pond.

On January 29, 2001, after obtaining the necessary permit to increase the height of the tailing pond
to the sixty five (65) meter limit set by the Department of Environment and Natural Resources
(DENR), the Parent Company resumed its milling operations.

On July 26, 2001, the Parent Company’s BOD, resolved to shutdown the Parent Company’s mining
operations due 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 Parent Company’s mining operations, the
registration of the Parent Company’s copper flotation project was cancelled by the BOT on

August 23, 2005.

In 2005, several companies have expressed interest in the area that lies between the Kalaya-an
district at the extreme southwest end of the Parent Company’s tenement holdings and immediately
north of the Anglo-American/Philex Boyongan discovery and the historical operations. This area
has been named the “Corridor™ as it covers important geology and structures that connect two
significantly mineralized areas. The Corridor also hosts several small gold deposits that are not
currently economic to develop and operate. However, with additional investment and operaticns,
it is expected that the reserves would grow significantly.

The investment and mining climate has improved since 2001 as a result of the 2004 Supreme
Court ruling upholding the validity of the Philippine Mining Act of 1995, The Parent Company
holds excellent properties and should be able to realize significant benefits over the long term.
The Parent Company’s Kalaya-an Project is among the mineral exploration projects under the Ten
Point Legacy of the President of the Philippines for year 2004 - 2010,

In 2006, the Parent Company made a pre-emptive rights offering of shares with a par value of
£0.010 per share at an exercise price of 20.015 per share. Such rights offered shareholders the
right to subscribe to one share for two shares held as of record date of August 30, 2006. Total
capital stock issued and subscribed from the stock rights offering amounted to 889,245,832 (net
of related costs). Proceeds from the issuance of stock rights were used to settle debts and fund
exploration projects.

Exploration drilling activities 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 November 9, 2006, the Parent Company and Anglo American Exploration (Philippines), Inc.
{(AMEXP}, a wholly-owned subsidiary of Anglo American Plc, signed a Letter of Intent which,
subject to finalizing definitive agreements, confirms the participation of AMEXP in the
exploration and potential development of the Kalaya-an Property which is part of the contract area
of the Exploration Permit of the Parent Company then pending renewal with the DENR.

DRI
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The Exploration Permit renewal was granted by the DENR on January 29, 2007 for a term of two
(2) years from issuance covering an area of 2,462.92 hectares, of which one parcel consisting of
286.63 hectares, would be the subject of the definitive agreements between the Parent Company
and Anglo American Ple. As discussed in Note 23, the Parent Company signed on March 26,
2007 a Farm-in Agreement with Anglo Investments BV, a wholly owned subsidiary of Anglo
American Ple, covering said area. However, as further discussed in Note 23, KCGRI received
notice from Anglo that Anglo is exercising its option to terminate the Farm-in Agreement. The
Exploration Permit is valid until January 2009, renewable for another two (2) years. KCGRIwill
continue the work program for the Kalaya-an Project and accordingly seek the renewal of the
Exploration Permit.

The accompanying consolidated financial statements of Manila Mining Corporation and
Subsidiary (the Group) as of and for the years ended December 31, 2008 and 2007 and for each of
the three years in the period ended December 31, 2008, were authorized for issue in accordance
with a resolution by the BOD on March 17, 2009.

Basis of Preparation, Statement of Compliance and Summary of Significant Accounting
Policies

Basis of Preparation

The consolidated financial statements have been prepared under the historical cost basis except for
AT'S investments that have been measured at fair value. The consolidated financial statements are
presented in Philippine peso, the Group’s functional and presentation currency.

Statement of Compliance
The consolidated financial statements have been prepared in compliance with Philippine Financial
Reporting Standards (PFRS).

Basis of Consolidation

The consolidated financial statements include the accounts of the Parent Company and KCGRI, a
100% owned subsidiary. The financial statements of the subsidiary are prepared for the same
reporting year as the Parent Company using uniform accounting policies for like transactions and
other events in similar circumstances.

All intra-group balances, transactions, income and expenses and profit and losses resulting from
intra-group transactions are eliminated in full.

The subsidiary is fully consolidated from the date of acquisition, being the date on which the

Parent Company obtains control, and continues to be consolidated until the date that such control
ceases.
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Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent with those of the previous financial year except for
the adoption of the following Philippine Interpretation which became effective on

January 1, 2008, and an amendment to an existing standard that became effective on July 1, 2008.
Adoption of these changes in PFRS did not have any significant effect to the Company:

s Philippine Interpretation International Financial Reporting Interpretations Comumitiee
(IFRIC) 11, PERS 2 - Group and Treasury Share Transactions

¢ Philippine Interpretation IFRIC 14, Philippine Accounting Standards (PAS) 19, The Limit
on a Defined Benefit Asset, Minimum Funding Requirement and their Interaction

e Amendments to PAS 39, Financial Instruments: Recognition and Measurement and
PFRS 7, Financial Instruments: Disclosures - Reclassification of Financial Assets

New Accounting Standards. Interpretations. and Amendments to Existing Standards Effective
Subsequent to December 31. 2008

The Group will adopt the following new standards, amendments to existing standards, and
Philippine Interpretations enumerated below when these become effective. Except as otherwise
indicated, the Group does not expect the adoption of these new and amended PFRS and Philippine
Interpretations to have significant impact on its consolidated financial statements.

Effective in 2009

o Amendments to PERS 1, First-time Adoption of Philippine Financial Reporting Standards
- Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate
(effective for reporting periods beginning on or after January 1, 2009)
The amendments to PFRS 1 allow an entity, in its separate financial statements, to
determine the cost of investments in subsidiaries, jointly controlled entities or associates
(in its opening PFRS financial statements) as one of the following amounts: a) cost
determined in accordance with PAS 27; b) at the fair value of the investment at the date of
transition to PFRS, determined in accordance with PAS 39; or ¢) previous carrying
amount (as determined under generally accepted accounting principles) of the investment
at the date of transition to PI'RS.

¢ Amendment to PFRS 2, Share-based Payment - Vesting Condition and Cancellations
(effective for reporting periods beginning on or after January 1, 2009)
The standard has been revised to clarify the definition of a vesting condition and
prescribes the treatment for an award that is effectively cancelled. The amendment
defines a vesting condition as a condition that includes an explicit or implicit requirement
to provide services. It further requires non-vesting conditions to be treated in a similar
fashion to market conditions. Failure to satisfy a non-vesting condition that is within the
control of either the entity or the counterparty is accounted for as cancellation. However,
failure to satisfy a non-vesting condition that is beyond the control of either party does not
give rise to a cancellation.

o PFRS 8, Operating Segments (effective for reporting periods beginning on or after
January 1, 2009)

PFRS 8 will replace PAS 14, Segment Reporting, and adopts a full management approach
to identifying, measuring and disclosing the results of an entity’s operating segments. The
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information reported would be that which management uses internally for evaluating the
performance of operating segments and allocating resources to those segments. This
standard is only applicable to an entity that has debt or equity instruments that are traded
in a public market or that files (or is in the process of filing) its financial statements with a
securities commission or simtilar party.

Amendments to PAS 1, Presentation of Financial Statements (effective for reporting
periods beginning on or after January 1, 2009)

The amendments include the introduction of a new statement of comprehensive income
that combines all items of income and expenses recognized in the statement of income
together with ‘other comprehensive income’. Entities may choose to present all items in
one statement, or to present two linked statements, a separate staiement of income and a
statement of comprehensive income. The amendments also include additional
requirements in the presentation of the balance sheet and statement of changes in equity as
well as additional disclosures to be included in the financial statements.

Revised PAS 23, Borrowing Costs (effective for reporting periods beginning on or after
January 1, 2009)

The standard has been revised to require capitalization of borrowing costs when such
costs are directly attributable to the acquisition, construction, or production of a qualifying
asset. A qualifying asset is an asset that necessarily takes a substantial period of time to
get ready for its intended use or sale.

Amendments to PAS 27, Consolidated and Separate Financial Statements - Cost of an
Investment in a Subsidiary, Jointly Controlled Entity or Associate (effective for reporting
periods beginning on or after January 1, 2009)

Amendments to PAS 27 have changes in respect of the holding companies separate
financial statements including (a) the deletion of ‘cost method’, making the distinction
between pre- and post-acquisition profits no longer required. All dividends will be
recognized in the statement of income. However, the payment of such dividends requires
the entity to consider whether there is an indicator of impairment; and (b) in cases of
reorganizations where a new parent is inserted above an existing parent of the group
(subject to meeting specific requirements), the cost of the subsidiary is the previous
carrying amount of its share of equity items in the subsidiary rather than its fair value.

Amendments to PAS 32, Financial Instruments: Presentation and PAS 1, Presentation of
Financial Statements - Puttable Financial Instruments and Obligations Arising on
Liquidation (effective for reporting periods beginning on or after January 1, 2009)

These amendments specify, among others, that puttable financial instruments will be
classified as equity if they have all of the following specified features; (a} the instrument
entitles the holder to require the entity to repurchase or redeem the instrument (gither on
an ongoing basis or on liquidation) for a pro rata share of the entity’s net assets, (b) the
instrument is in the most subordinate class of instruments, with no prierity over other
claims to the assets of the entity on liquidation, (c) all instruments in the subordinate class
have identical features, (d) the instrument does not include any contractual obligation to
pay cash or financial assets other than the holder’s right to a pro rata share of the entity’s
net assets, and (e) the total expected cash fiows atiributable to the instrument over its life
are based substantially on the profit or loss, a change in recognized net assets, or a change
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in the fair value of the }ecognized and unrecognized net assets of the entity over the life of
the instrument,

¢ Philippine Interpretation IFRIC 13, Customer Loyalty Programmes (effective for reporting
periods beginning on or after July 1, 2008)
This interpretation requires customer loyalty award credits to be accounted for as a
separate component of the sales transaction in which they are granted and therefore part of
the fair value of the consideration received is allocated to the award credits and realized in
income over the period that the award credits are redeemed or expire.

e Philippine Interpretation IFRIC 16, Hedges of a Net Investment in a Foreign Operation
(effective for reporting periods beginning on or after October 1, 2008)
This interpretation provides guidance in respect of hedges of foreign currency gains and
fosses on a net investment in a foreign operation. The interpretation, among others,
clarifies that: (a) an entity can hedge the foreign exchange gains and losses on a net
investment arising from differences between the functional currency of the foreign
operation and the functional currencies of either its direct parent or of any intermediate
parent or its ultimate parent; (b) the hedged item can be an amount of net assets equal to
or less than the carrying amount of the net assets of the foreign corporation in the
consolidated financial statements and (¢) the hedging instrument is not required to be held
by the entity exposed to the risk. To assess the effectiveness of the hedging instrument for
the purpose of the consolidated financial statements, the change in value of the hedging
instrument is calculated in terms of the functional currency of the parent entity that is
hedging its risk.

Improvements to PFRS

In May 2008, the International Accounting Standards Board issued its first omnibus edition of
amendments to certain standards, primarily with a view to removing inconsistencies and clarifying
wording. These are the separate transitional provisions for each standard:

e PFRS 5, Non-current Assets Held for Sale and Discontinued Operations - Plan to sell the
controlling interest in a subsidiary
= When a subsidiary is held for sale, all of its assets and liabilities will be classified as
held for sale under PFRS 5, even when the entity retains a non-controlling interest in
the subsidiary after the sale.

o PAS 1, Presentation of Financial Statements - Current and non-current classification of
derivatives
» Assets and liabilities classified as held for trading are not automatically classified as
current in the balance sheet.

s PAS 16, Property, Plant and Equipment
- Recoverable amount
» The amendment replaces the term ‘net selling price’ with ‘fair value less costs to sell’,
to be consistent with PFRS 5, Non-current Assets Held for Sale and Discontinued
Operations and PAS 36, Impairment of Assets.
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- Sale of Assets held for rental

= Ttems of property, plant and equipment held for rental that are routinely sold in the
ordinary course of business after rental, are transferred to inventory when rental ceases
and they are held for sale. Proceeds of such sales are subsequently shown as revenue.
Cash payments on initial recognition of such items, the cash receipts from rents and
subsequent sales are all shown as cash flows from operating activities.

PAS 19, Employee Benefits

- Curtailments and negative past service costs

» Revises the definition of *past service costs’ to include reductions in benefits related to
past services (‘negative past service costs’) and to exclude reductions in benefits
related to future services that arise from plan amendments. Amendments to plans that
result in a reduction in benefits related to future services are accounted for as a
curtailment.

- Plan administration costs

» Revises the definition of ‘return on plan assets’ to exclude plan administration costs if
they have already been included in the actuarial assumptions used to measure the
defined benefit obligation.

- Replacement of term “fall due”

» Revises the definition of *short-term’ and ‘other long-term’ employee benefits to focus
on the point in time at which the liability is due to be settled.

- Guidance on contingent liabilities

» Deletes the reference to the recognition of contingent liabilities to ensure consistency
with PAS 37, Provisions, Contingent Liabilities and Contingent Assets.

PAS 20, Accounting for Government Grants and Disclosures of Government Assistance -

Government loans with no interest or a below-market interest rate

» Loans granted with no or low interest rates will not be exempt from the requirement to
impute interest. The difference between the amount received and the discounted
amount is accounted for as a government grant,

PAS 23, Borrowing Costs - Components