http://edge.pse.com.ph/downloadHtml.do?ile_id=186675

CR07301-2015

SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER

1. For the quarterly period ended
Sep 30, 2015

2. SEC Identification Number
12942

3. BIR Tax Identification No.
111-104-320-000

4. Exact name of issuer as specified in its charter
Marcventures Holdings, Inc.

5. Province, country or other jurisdiction of incorporation or organization
Philippines

6. Industry Classification Code(SEC Use Only)

7. Address of principal office

4th floor, Citibank Center, Paseo de Roxas, Makati City
Postal Code
1227

8. Issuer's telephone number, including area code
+632-8314479
9. Former name or former address, and former fiscal year, if changed since last report

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

Title of Each Class Number of Shares of Common Stock Outstanding and Amount of Debt Outstanding
common 1,821,358,599
11. Are any or all of registrant's securities listed on a Stock Exchange?
Yes No
If yes, state the name of such stock exchange and the classes of securities listed therein:
Philippine Stock Exchange
12. Indicate by check mark whether the registrant:
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(a) has filed all reports required to be filed by Section 17 of the SRC and SRC Rule 17 thereunder
or Sections 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 twelve (12) months (or for such shorter
period that the registrant was required to file such reports)

Yes No

(b) has been subject to such filing requirements for the past ninety (90) days
Yes No

The Exchange does not warrant and holds no responsibility for the veracity of the facts and representations contained in all corporate
disclosures, including financial reports. All data contained herein are prepared and submitted by the disclosing party to the Exchange,
and are disseminated solely for purposes of information. Any questions on the data contained herein should be addressed directly to
the Corporate Information Officer of the disclosing party.

Marcventures Holdings, Inc.
MARC

PSE Disclosure Form 17-2 - Quarterly Report
References: SRC Rule 17 and
Sections 17.2 and 17.8 of the Revised Disclosure Rules

For the period ended Sep 30, 2015

Currency (indicate

units, if applicable) PHP

Balance Sheet

20of 3

Period Ended

Fiscal Year Ended (Audited)

Sep 30, 2015 Dec 31, 2014
Current Assets 896,192,728 907,772,795
Total Assets 3,787,052,530 3,716,584,378
Current Liabilities 606,088,533 566,493,638
Total Liabilities 770,032,391 637,596,710
Eg:ﬁ:ﬂgg/@eﬁcm 968,105,905 1,030,073,433

Stockholders' Equity

Stockholders' Equity - Parent

3,017,020,139
2,771,537,277

3,078,987,668
2,863,384,813
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Book Value per Share

Income Statement

1.53

Current Year

Previous Year
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1.57

Current Year-To-Date

Previous Year-To-Date

(3 Months) (3 Months)

Operating Revenue 169,049,594 592,926,007 190,100,461 864,394,576
Other Revenue 23,077,255 24,397,539 27,244,678 18,507,210
Gross Revenue 192,126,849 617,323,546 217,345,139 882,901,786
Operating Expense 86,944,249 85,832,487 272,063,393 205,349,680
Other Expense 2,134,332 123,120 7,249,274 445,308
Gross Expense 89,078,581 85,955,607 279,312,667 205,794,988
Net Income/(Loss)
Before Tax 103,048,268 531,367,939 -61,967,528 677,106,798
Income Tax Expense - - - -
Retincomel(Loss) AT 103,048,268 531,367,939 61,967,528 677,106,798
Net Income Attributable
to 103,048,268 531,367,939 -61,967,528 677,106,798
Parent Equity Holder
Earnings/(Loss) Per
Share 0.06 0.29 -0.03 0.37
(Basic)
Earnings/(Loss) Per
Share 0.06 0.29 -0.03 0.37
(Diluted)
Other Relevant Information
Filed on behalf by:
Name Raquel Frondoso
Designation Compliance Officer
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SEC FORM 17-0
MARCVENTURES HOLDINGS, INC

SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-00

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2}{(b) THEREUNDER

For the quarterly period ended: September 30, 2015

Commission identification number 12942

BiR Tax Identification No. 470-000-104-320

Exact name of registrant as specified in its charter: MARCYENTURES HOLDINGS INC.
Province, country or other jurisdiction of incorporation or organization: PHILIPPINES
Industry Classification Code; {SEC Use Only)

DN W

7. Address of registrant's principal office:

Unit 4-3 Citibank Center
8741 Paseo de Roxas , Makati City

8. Registrant's telephone number, including area code: (63 2) 831-44-79
9. Former name, former address and former fiscal year, if changed since last report. N A.
10. Securities registered pursuant to Sections 4 and 8 of the RS54
Title of each Class Murmber of Shares of Common Stock
Cutstanding and Amount of Debt

: Outstanding
Common Stock [R1.00 par value)  1,821,358,599 shares

Shart-term Debt B206,558217
Long-term Debt £90,000,000

11. Are any or all of the securities listed on the Philippine Stock Exchange?
Mote: only 1,821,327,687 are listed with PSE

Yes, The commmon shares are listed on the Philippine Stock Exchange.

12. Indicate by check mark whether the registrant:

{a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17 thereunder or
Sections 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 (or for such shorter period
the registrant was required to file such reports}

Yes

{b) has been subject to such filing requirements for the past 90 days.

Yes
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PART | - FINANCIAL INFORMATION
Iltem 1 - Financial Statements

The Unaudited Consolidated Financial Statements of Marcventures Holdings Inc. as of September
30, 2015 and for the three-rmonth and nine-month periods ending in September 30, 2015 with
comparative audited figure as of December 31, 2014 are in compliance with Generally Accepted
Accounting Principles and there were no changes made in accounting policies and methods of
computation in the preparation of the interim financial statements,

Summary of Consolidated Balance Sheets as of September 30, 2015 and December 31, 2014

2015 vs. 2014
Increase (decrease)

2015 2014 Amount Fercentage
('000) {000) ('000)
Current assets F896,192 907,773 (P11,581) -1.29%
_Noncurrent assets Z,?Qﬁ,ﬁﬁi 2,808,812 82,049 2.845
Total Assests R3,787,053 P3,716,584 R70,468 1.85%
" Current Liabilities 606,089 RSE6,494  £38,595  6.53%
Noncurrent liabilities 163,944 71,103 92,841 56.63%
Total Equity 3,017,020 3,078,988 (61,968) -2 05%
Total Liabilities and Equity ~ B3,787,053 P3,716,584 P70,468 1.86%

Summary of Consofidated Income Statements for the three-month and nine-month periods ending
i September 30, 2015 and corresponding periods in 2014,

_For the Three Months Ended  For the Nine Months Ended

2015 2014 2015 2014

{000} ("000) {* 000} {'o0a)

Sale of Ore R1,156,700 B1,292,150 ®P1,853,473 B1,948,649
Cost of Good Sold 987,650 699,244 1,663,373 1,084.254
Gross Income 169,050 592,926 190,100 864,395

~ Operating Expenses 86,945 85,832 272,063 205,350
Income (Loss) from Operations 82,105 507,084 (81,963) 650,045
Interest Expenses (2,134) (123) (7.,249) (445)
Interest Income 84 421 158 746
Other Income 22,993 239y% 7046 17,761
" Total Comprehensive Income (Loss) R103,048 531,368 (R61,968) P677,107
Basic earnings per share 0.06 0,20 (0.34) 0.37

Diluted earnings per share 0.06 0.29 (0.03) 0.37




Summary of Consolidated Statement of Cash Flows for the three-month and nine-month periods
ending in September 30, 2015 and and corresponding periods in 2014.

For the Three Months For the Nine Months
Ending Ending
September 30, September 30,

2015 2014 2015 2014

{'000) {'000) {'000} {'000)
Cash provided by {used in) operating activities R143,570 B529,265 (R252,621) BE97,572
Cash used in investing activities {5,231) (85,974} {316,029}  (229,163)
Cash provided by { used in) _finan-:ing activities i (3,458) [125) 196,292 {556)

" Net incease [decrease) in cash and cash equivalent 134,881 443,166 (372,368) 467,853

Cash and cash equivalent- January 1, 2015 106,885 328174 614,134 303,487
Cash and cash eguivalent - September 30, 2015 B241,766 £771,340 RB241,766  B771,340

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of
Operation

The following discussion is based on the unaudited interim conseclidated financial statements
for the nine-month and three-month periods ending September 30, 2015, with comparative figures
forthe corresponding periods in 2014 and audited censolidated financial statements as of December
31, 2014, prepared in conformity with Philippine Accounting Standards 34, Interim Financial
Reporting and included herein, and should be read in conjunction with those unaudited interim
consolidated financial statements,

Results of Operation

The fellowing discussion and analysis is based on the unaudited interim consolidated financial
statements for the nine-month periods ending September 30, 2015 and 2014, prepared in conformity
with Philippine Accounting Standards 24, Interim Financial Reporting and included herein, and should
be read in conjunction with those unaudited interim consolidated financial statements.

Nine months ending September 30, 2015 compared with nine months ending September 30, 2014

Revenues

For the nine months ended September 30, 2015, Marcventures Mining and Development Corp.
(MMDC), a wholly owned subsidiary of MHI sold a total volume of 2,806,300 wet metric tonnes (WMT)
of nickel ore or eguivalent to 51 shipments to China, as compared to 1,572,140 wmt or equivalent to
29 shipments for the same period last year. In April 2014, Mines and Geoscience Bureau (MGB) issued
a suspension order to MMDC. The Company resumed its full operation on August 20, 2014 when MGE
lifted the suspension order on August 15, 2014, thus the Company suffered a loss of 4 months
operating period during that year.

The revenue as of September 2015 and 2014 amounted to ®1.853 billion and £1,949 billion,
respectively. A decrease of P95.18 million or 4.9% was due to the low price of nickel. At the same
level of production, the revenue could have been 83,580 Billion if not for a 48.06% or USS 13.54 per
WHT decline in nickel prices. The impact of the fall in nickel price was cushioned by the 78.5%
increase in production in 2015,

The reduction of the revenue attributable mainly to the decline in selling price of nickel ore resulted
in the drop of consolidated net income by 109.2% from previous period’s Net Income of RG77.1
million to this period’s Net Loss of P62.0 million.

{nte}



Cost of Sales

Cost of sales for the nine months period increased by P573.1 million or 53.4% from B1,084.2 million
in 2014 to £1,663.4 million this year. The increase was largely on account of the following:

Increase in Direct Mining Cost of Nickel Ore by 474.6 million equivalent to 65.1% due to
increased production and sale by 1.23 million WMT (78.5% increase) during the period.
MMDC sold a total volume of 2,806,300 WMT (51 shipments) of Nickel Ore as compared
to 1,572,140 WMT (29 shipments) for the same peried last year.

Increase in Marketing Expenses by P55.4 million eguivalent to 25.4% mainly due to
escalation in barge rental resulting from higher volume shipped for the period.

Increase in Depletion Charges by £35.6 million equivalent to 58.2% attendant to higher
volume extracted and sold for the period. '

Increase in Demurrage by #15.3 million equivalent to 53.4% attributable to unfavorable
weather conditions during loading (i.e. frequent rain in the area).

The above increases in cost was partly offset by the:

L

Decrease in Excise Tax by R1.2 million equivalent to 4.9% due to the decline in price of
nickel are.

Operating expenses

Operating expenses for the nine months period increased by RP66.7 million or 32.5% from B205.3
millionin 2014 to P272.0 million this year. The increase was largely on account of the following:

Increase in Prafessional Fees by B18.9 million equivalent to &2.5% mainly due to the
payment of director’s per diem and other renumerations.

Increase in Taxes and Licenses by F20.7 million equivalent 1o 192.4% owing to business
taxes paid by the parent and subsidiary company and the settlement of 2011 tax deficiency

amounting to B9.5 million.

Increase in Depreciation Charges by #17.2 million or 185.7% due to depreciation of office
improvements and newly acquired service vehicles,

Increase in Salaries and Wages by £11.5 million eguivalent to 15.6% due to hiring of
additional office personnel for both managerial and technical positions and salary
adjustments of officers and employees,

Increase in Loading Fee by 87,4 million equivalent to 78.5% resulting from the increase in
volume of nickel ore shipped.

Increase in Social Development and Management Program by 87.1 million or 166.9% in
compliance with the implementing rules and regulation of the 1995 Philippine Mining Act
which reguires that 1.5% of operating cost be allocated for the development of the host
and neighboring mining communities



» [Increase in Donatlon by B3.33 million equivalent to 57.6% arising from financial assistance
for various projects of the different municipalities, allowances of daycare workers and
provision of food supplements to various barangays,

# Increase in Communication, Light and Water expenditures by P1.4 million equivalent to
44.5% due to additional light and power utility charges and upgrade of data connection in
head office and minesite.

s Increase in Repair and Maintenance by B0.2 million eguivalent to 530.9% used in the

repair of office in mine site and service vehicles,

» Increase in other expenses by B10.1 million equivalent to 165.5% mainly due to increase in
enviranmental charges on damage crops and trees at mine site, rental of water trucks used
for dust contral and other related expenses,

The above increases in expenses were partly offset by the following
» Decrease in Supplies by 0.2 million equivalent to 5.0% as savings fram non-recurring cost
of printing of various forms and purchase of various office supplies.

¢ Decreasein Royalties by P1 million equivalent to 4.9% was due to decrease in price of nickel
gre.

e Decrease in Professional Fees by BL.6 million equivalent to 13.0% due to savings in non-
recurring consultants hired in 2014.

s Decrease inRental by B1.2 million equivalent to £2.8% mainly as a result of the termination
of lease contract of the former MHI office space and acquisition of new office space in 2014,

¢ Decrease in advertisement by P6.1 million equivalent to 97.3% is attributable to reduction
of non-recurring promotional and advertising cost.

= Decrease in Representation by B26.2 million equivalentto 83.8% was realized due to lesser
interactions with Buyers and other Minesite Stakeholders.

Three months ending September 30, 2015 compared with three months ending September 30, 2014

Revenues

Far the three months ending September 30, 2015, the subsidiary sold a total of 1,765,591 wet
metric tonnes (WMT) of nickel ore equivalent to thirty two (32} shipments to China, as compared to
892,359 wet metric tonnes (WMT} equivalent to eighteen [18) shipments far the same period the
year before. The operations achieved an increase of 773,232 wet metric tonnes in production and
sales corresponding to 77.9% increase in tonnage.

The corresponding total revenue from the sale of nickel are for the three months ending September
30, 2015 and 2014 were B1,156.7 million and £1,252.1 million, respectively.

Despite of anincrease in tonnage by 77.9% thereis only a slight increase in sales revenue amounting
to P16.7 million eguivalent to 1.25% due to the decline in the selling price of nickel ore. A decrease
of #135.4 million ar 10.5% was due to the low price of nickel. At the same level of production, the
revenue could have been B2.333 billion due to 50.7% decline in nickel price. The impact of the fall in
nickel price was cushioned by the 77.9% increase in production in 2015,
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As a result of the fall in the selling price of nickel ore the Consolidated Net Income dropped by 88.9%
from previous year's third quarter net income of R531.4 million to this period’s net income of 8551
million,

Cost of Sales

Cost of sales for the three-month periods increased by P2E8.4 million or 41.2% from B&699.2 million
last year to B387.6 million this year. The increase was largely on account of the following:

s |ncrease in Direct Mining Cost of Nickel Ore by B168.0 million equivalent to 33.5% mainly
due to increase in tannage sold for the period. The incremental sales is 0.773 million WMT
or 77.9% from 0.992 million WMT last year. However in terms of unit cost, the direct mining
cost per ton of nickel ore during the three-month period in 2015 is #379.2 which is much
lower that the unit cost of BS05.3/WRT in 2014,

# Increase In Marketing Expenses by 259.1 million eguivalent to 55.0% mainly due to the
barge rental for the incremental tonnage shipped.

s Increase in Demurrage by B37.3 million equivalent to 1,319.2% due to surge in weather
related delays in loading (i.e. frequent rain in the area).

= Increase in Depletion charges by F20.5 million equivalent to 33.5% which is attributable to
increase in tonnage sold during the period,

s |ncrease in Excise Tax by P34 million equivalent to 13.2% was due to increase in gross value
of nickel ore sold for the period.

Operating Expenses

For the three months ended September 30, 2015, operating expenses increased by B1.1 million or
1.3% from BE5.E million for the same period last year. The increase was primarily due to the
follpwing:

= Increase in Taxes and Licenses by B10.7 million equivalent to 591.1% mainly attributable
to the settlement of 2011 tax deficiency.

+ Increase in Depreciation charges by £ 9.4 million or 280.6% due to depreciation of office
improvements and newly acquired service and equipment.

= Increase in Loading Fee by P4.7 million equivalent to 78.3% resulting from the increase in
tonnage of nickel ore shipped.

* Increase n Supplies by £0.3 million eguivalent to 34.6% due to replenishment of office
supplies and printing of various forms far warehouse and office use.

e Increase in Repalr and Maintenance by RD.04 million eguivalent to 153.5% for the repair
of office in mine site and service vehicles,

I.J1



s Increase in Other Expenses by P2.6 million equivalent to 62.0% mainly due to rise of
environmental charges on damage crops and trees at mine site, rental on water truck used
for dust control and other related expenses.

The above cost increases were partly offset by the following :

s Decrease in Donation by B0.5 million equivalent to 12.7%. This pertains to financial assistance for
various projects of the different municipalities, allowances of day-care workers and provision of
food supplements to various barangays.

» Decrease in Rent Expense by PO.6 million equivalent to B5.9% mainly due to the
termination of lease contract for the former MHI office space and acquisition of new office
space in 2014,

= Decrease in Communication, Light and Water Expenditures by R0.6 million equivalent to
25.9% as a result of a cost saving initiative.

* Decrease in Royalties by 1.4 million equivalent to 10.5% due to the drop of nickel ore
price.

s Decrease in Salaries and Wages by B1.9 million equivalent to 8.9%.

¢ Decrease in Social Development and Management Program [SDMP) by 82.0 million, For
the guarter ended September 2015, MMDC utilized the remaining 2014 fund amounting to
5.0 millicn.

¢ Decrease in Advertisement by F2.5 million due to lesser non-recurring promotional and
advertising cost in contrast with the cost incurred in 2014,

» Decrease in Professional Fees by £2.7 million eguivalent to 29.9% due to lesser
engagement of technical consultants.

» Decrease in Representation by P13.9 million equivalent to 100.9% due to minimal meeting
with clients and representation to local community residents at the mine site.

STATEMENT OF FINANCIAL POSITION

September 30, 2015 vs. December 31, 2014

Assets

The consolidated total assets of the Company increased by £70.5 million as of September 30, 2015
from P3,716.6 million as of December 31, 2014. The 1.9% increase was mainly due to the increase
in Total Moncurrent Assets which is partially offset by the decrease in Total Current Assets, to wit;

* Increase in Total Noncurrent Assets of B82.1 million equivalent to 2.9% from B2.81 hillion
to 2 .89 million mainly due to 51.0% increase in other noncurrent assets resulting from new
investment and 7.1% increase in property and eguipment resulting from acquisition of
service vehicles and heavy eguipment.



¢ Decrease in Total Current Assets amounting to B11.6 million as of September 30, 2015. The
1.3% decrease from RS07.8 million as of December 31, 2014 was attributable to the
following:

Liabilities

Decrease in Cash from BG14.1 million to P241.8 million or a decrease of B372.3
million {equivalent to 60.6% decline} which was used in operating expenses, payment
of payables, acguisition of service and mining eguipment and additional

development cost on mine and support facilities.

Increase in Trade and other Receivables of B474.6 million or 3,629.7% from B13.07
million to #487.6 million due to the sale of nickel ore towards the end of the period

to be collected in succeding months.

Decrease in Inventory of B142.5 million or 83.6% fram B170.4 million to P27.9 million
because MMDC sold most its 2014 stockpile in addition to 2015 production.

Increase in Advances to Related Parties amounting to 83.5 million or 5.8% increase
from B61.0 million to 264.5 million. The additional advances were made to Bright
Green Resources Corporation for the road maintenance services,

Increase in Other Current Assets valued at B25.2 million or 51.2% from B49.2 million
to P74.4 million consisting of increase in advances to contractors, prepaid expenses

and increase in mining supplies.

The total consolidated liabilities of the Company increased by B132.4 million or a 137.6% increase
from P637.6 million as of December 31, 2014 to B770.0 million as of September 30, 2015. The
increase is attributable to additional availment of loan amounting to 200 million {subsequently,
£100.0 Million was paid off on November 6, 2015) and partly offset by a decrease in trade and other
payable by P66.7 million due to payment of accounts.

Equity

The Stockholders” Equity of the Company decreased by B62.0 million or 2.0% from B3,079.0 million
as of December 21, 2014 to £3,017.0 million as of September 30, 2015, The decrease pertains to the
net loss of B62.0 million for the nine months period ending September 30, 2015.

STATEMENT OF CASH FLOWS

The net cash generated from operating activities amounted to B252.6 million for the nine months
ending September 30, 2015 as caompared to net cash of P697.6 million provided by operating activities
for same period in 2014. Basically, the decrease in cash from operation was due to the lower sales
revenues in the current period resulting from the fall in selling price of nickel ore.

Met cash used in investing activities amounted to #316.0 million as compared to R229.2 million for the
same pericd in 2014 mainly as a result of the acquisition of the service vehicles and heavy equipment
and placement of new investments.

Net cash provided by financing activities amounted to B196.2 million for the current year as compared
to BO.6 millian last year due to availment of an interest bearing loan in 2015,
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As at September 30, 2015 and 2014, the cash amounted to E241.8 million and P771.3 million,
respectively.

KEY PERFORMARNCE INDICATORS

Sales

The volume of Limonite and $aprolite ore that the subsidiary {MMDC) sells depends largely on the
grade of mined ore. Both limonite and Saprolite are sold to China.

Limonite ore contains high iron but low in nickel thus is priced based on the Iron content. On the
other hand, Saprolite ores are medium fo high grade in terms of nickel content thus prices are
based on nickel prices referenced at the London Metal Exchange (LME] prices of metals. Limonite
occupies the top horizon of the laterite profile overlying the Saprolite layers, it has to be mined
before reaching the Saprolite ores below,

The prices of Saprolite is higher than Limanite ore. Accordingly, the type and grade of the ore that
we mine affects our revenues from year to year. The quantity of Saprolite ore that MMDC mine
annually depends on the customer demand (i.e. grade of nickel) and the availability of such ore at
the mine sites. The mix hetween high-and medium-grade Saprolite ore at the mine sites coupled
with the long-term mining plan determines the guantities of each that MMDC extract on an annual
basis. The quantity of Limonite ore that MMDC mine on an annual basis depends on the amount
of such ore that needs te be removed in order to extract the Saprolite ore, as well as market
demand. The permitted annual capacity of MMDC was originally 3 million WhT. Recently, this was
increased to 5 million WWT per year last September 17, 2015,

Asof September 30,2015 and 2014, MM DC sold an ageregate of 1,765,591 WIT and 992,358
WIAT, respectively.

UNIT COST PER TON 50LD
The cash operating cost per volume of ore sold provides a cost profile which allows us to measure
and compare operating performance as well as changes in per unit costs from period to period.

The cash aperating cost includes production, shipping and loading costs, excise taxes and royalties,
marketing and general and administrative expenses incurred by the Parent and Subsidiary.

The average cash operating cost per ton sold as of September 2015 was $13.4 per WMT based on
the aggregate cash costs of P1,698.3 millicn and a total sales volume of 1,765,591 WMT of ore.
This compares to 516.4 per WMT during the same period in 2014 on the basis of aggregate cash
costs of £1,137.7 million and a total sales volume of 892,353 WMT of cre.

This 22.4% Cost reduction cushioned the impact of the almost 50.0% drop in Micke| Prices as
Management endeavoured to balance volume targets with profitability concerns.

ATTRIBUTABLE NET INCOME
Attributable net income represents the portion of consalidated profit or loss for the period, net of
income taxes, which is attributable to the Parent Company. This is a relevant and transparent

metric of the information contained in the consolidated financial statements.

The net income attributable to equity holders of the Parent Company as of September 30, 2015
was P22.2 million compared to B766.7 million in the same period last year,

&



MUMBER OF HECTARES REHABILITATED/REFORESTED

We adhere to the principles and practices of socially and environmentally responsible mineral
development. We are committed to complying and following environmental regulations by
implementing best practices in managing environmental impacts of our operations, To manage
environmental impacts, the Company's subsidiaries have an Environmental Protection and
Enhancement Frogram (EPEF). This refers to the comprehensive and strategic environmental
management plan for the life of mining projects to achieve the environmental management
ohjectives, criteria and commitments including protection and rehabilitation of the affected
environment. A major companent under our EPEP is the rehabilitation and reforestation of the
areas affected by our mining operations, We also participate in the government’'s Mational
Greening Program (NGP) where we plant trees and/or donate seedlings outside of our mining
properties, As of September of 2015 and 2014, the MMODC has rehabilitated a total of 6.36 hectares
and 25.6 hectares, respectively, of mine disturbed/mined out areas within its Mineral Production
Sharing Agreement (MPSA) areas. The corresponding number of trees planted inside the MPSA
areasin 2015 and 2014 are 13,260 and 27,284, respectively. Planting outside the MPSA areas were
also conducted in compliance with DENR's thrust of massive reforestation project under the NGP,
For the period January to September 2014, about 9.15 hectares were planted with 18,110 trees
and seedlings of various endemic species which fulfills our commitment with DENR's National
Greening Program. About 20,291 trees and seedling were donated to Local Government units and
other NGP participating institutions.

FREQUENCY RATE

Health and safety are integral parts of our personnel policies. Our Comprehensive Safety Program
is designed to minimize risks to health arising form work activities and to ensure compliance with
agceupational health and safety standards and rules and regulations that apply to our operations,
We measure our safety effectiveness through the Frequency Rate which is the ratio of lost-time
accidents per million of man-hours worked for the period. As of September 30, 2015 and 2014,
MMDC frequency rate was 1.86 and 0, respectively.

OTHER INFORMATION

Liguidity and Capital Resources

As of september 30, 2015 and December 31, 2014, MMDC's principal source of liquidity was cash from
our operations. MMDC availed short-term and long-term debts to finance the acquisition of service
and heavy eguipment, The revenues the company generated is sufficient to service its long-term deht.

As of September 30, 2015 and December 31, 2014, the working capital, defined as the difference
between our current assets and current liabilities, was 8290.1 million and #341.3 million respectively,
We expect to meet our working capital, capital expenditure and investment requirements from the
cash flow coming from our operations.

Qualitative and Quantitative Disclosures about Market Risk

Commaodity Price Risk

The price of nickel is subject to fluctuations due to factors such as changes inglobal demand and global
production of similar and competitive mineral products, and government policies among others, This

therefore required us to change the pricing mechanism on the sales of 5aproiite ore to the Chinese
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customers, which was traditionally linked to LME prices. The price of Limonite ore however is based
on the spot market price. The amounts payable under the contracts that govern the Saprolite ore sales
to the customers are based upan payable nickel content of the delivered are. This payable nickel is
priced using the average of LME prices over the period at which the nickel ore was delivered, To
mitigate the impact of such price movements, the Company may enter into commodity offtake
contracts.

Foreign Currency Risk

The foreign currency risk results primarily fram movements of the peso against the LS. dollar and
results primarily from the transaction exposure associated with transactions in currencies other than
Peso. Such exposure arises from cash, deposits from customers and sales of nickel ore denominated
in USS. Because almost all of our revenues are earned in US% while most of our expenses are paid in
Peso, appreciation of the peso against the USS effectively reduces our revenue without a
corresponding reduction in our expenses and can result in a reduction in our net income. In addition,
hecause a portion of our cash derived from the deposits by our customers are denominated in USS,
the appreciation of the peso against the US5 reduces the value of our total assets and liabilities in peso
terms in our consolidated financial statements. We are not currently a party to any foreign currency
swap agreements and our policy is not to hedge foreign currency exchange risk,

To mitigate the effect of foreign eurrency risk, the Company will seek to accelerate the collection of
foreign currency-denominated receivables and limit or eliminate any foreign-currency denominated
payables, whenever practicable. Also, foreign exchange movements are monitared on a daily basis.

Nickel Ore Trade and Currency Exchange Rates

Mickel ore trade turned into a new phase in 2014 due to the Indonesian export ban and the price
collapse in the iron ore market, The former brought about higher pricing in the middle/high grade
nickel ore, consistent with the law of supply and demand, while the latter resulted in lower pricing and
demand in the low grade nickel ore, which is mainly used for Chinese carbon steel mill as iron are

sybstitute.

Moreover, MRMDC earn substantially all of its revenues in U.S. dallars while mast of our expenses are
paid in Peso. The appreciation of the Peso against the U.S. dollar reduces our revenue in Peso terms
without a corresponding reduction in our expenses and can result in a reduction in our net income.

Aside from the volatility of the nickel price and changes in currency exchange rates, there were no
other known trends, events or uncertainties which may have a material impact on our revenuye,

Seasonality of Operations

Mining operations at the majority of the MMDC's mines and loading of ore into shipping vessels are
often suspended during the rainy season {i.e. November to March). This seasonality results in quarter-
to-quarter volatility in the MMDC’s operating results with more revenues being earned and more
expenses being incurred in the second and third fiscal guarters than in the first and fourth fiscal

guarters,
Material Commitment for Capital Expenditures

There are no material commitments for capital expenditures



Off-balance sheet arrangements

We have not entered inte any off-halance sheet transactions or obligations {including contingent
obligations), or other relationships with unconsolidated entities or other persons.

Known Trends, Events, or Uncertainties

There is no known event that will trigger direct or contingent financial obligation that is material to the
Company, including any default or acceleration of an ohligation that have not heen booked, although
the Company could be contingently liable for lawsuits and claims arising fram the ordinary course of
business, which contingencies are not presently determinable.

Other than as discussed above, there are no known significant trends, demands, commitments, or
uncertainties that will result in or that are reasonably likely to result in the Company's liguidity
increasing or decreasing in a material way.

There were no other significant elements of income or loss that did not arise from the Company's
continuing operations.

The causes forthe material changes from period to period in the financial accounts were explained
in the management’s discussion and analysis of financial condition and results of operation.

Part 2 - Financial Soundness Indicators

For Nine Months Ended September 30, 2015 and 2014

i 2015 | 2014
| Liguidity Analysis Ratios e !

Current Ratio 148 | 358

Quick Ratio 1.20 3.16
Financial Leverage Ra_tr‘og a e

Debt Ratio 492 | 1013

Debt-to-Equity Ratio 0.26 0.11
~ Asset-to-Equity Ratio - 126 111

Interest Coverage Ratio : 755 | 357154
Profitability Rotios

Net Profit Margin - (0.03) 0.35
| Return on Assets _ | (p.0o2) 0.20
!_Fleturn on Eguity {0.02) 0.22

Gross Profit Margin - 0.10 0.44
L Earnings per Share " i B {0.03) 0.37

L1
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MARCVENTURES HOLDINGS, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Unaudited Audited
September 30, December 31,
Mote 2015 2014
ASSETS
Current Assets
Cash 6 F241,765,8581 BG14,134,346
Trade and other receivables 7 487,627,060 13,073,991
Inventories 27,892,647 170,374,619
Advances to related parties a 64,509,119 60,985,516
Other current assets 74,397,021 49,204,323
Total Current Assets 896,191,728 907,772,795
Nencurrent Assets
Froperty and equipment g 550,862,307 514,558,741
Mining rights on explored resources 10 1,101,684,461 1,157,773,183
Mine and mining properties 10 836,979,829 867,786,012
Deferred tax assets 21 8,790,696 8,790,696
Other noncurrent assets i 11 392,543,509 259,902,951
Total Noncurrent Assets 2,890,860,802 2,808,811,583
- R32,787,052,530 £3,716,584,378
LIABILITIES AND EQUITY
Current Liabilities
Current portion of long-term loans 13 P206,958,217 RB100,666,400
Trade and other payables 12 389,130,316 465,827,239
Total Current Liabilities 606,088,533 ﬂdﬂE,ESi
Noncurrent Liabilities
Loans Payable 13 90,000,000 -
Retirement liability 19 26,839,819 27,304 938
Provision for mine site rehabilitation 47,104,039 43,798,134
Total Noncurrent Liabilities 163,943,858 71,103,072
B 770,032,301 637,596,711
Equity
Capital stock 14 1,821,358,599 1,821,358,599
Additional paid-in capital 212,655,493 212,655,493
Retained earnings 968,105,205 1,030,073,433
Remeasurement gain on retirement liability B 14,900,142 14,900,142
~ Total Equity 3,017,020,139 3,078,987,667
2 R3,787,052,530  B3,716,584,378

See occompanying Notes to Consolidated Finonciol Stotements,
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MARCVENTURES HOLDINGS, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Forthe Three Months Ended

For the Nine Months Ended

2015 2014 2015 2014
Sale of ore #1,156,700,140 B1,292,150,221 P1,853,472,999 £1,948,648,727
Cost of good sold [Mote _15,'| 987,650,546 (99,224,214 1,663,372,538 _1,084.254,151
Gross income - 169,049,554 Eﬂi,ﬂiﬁ,ﬂﬂ? 190,100,461 - 864,394 576
Operating expenses [Note 16) 86,944,249 B5,B32,487 272,063,393 205,349 680
income { Lass) from operations 82,105,345 507,003,520 (81,962,932) 650,044,805
Interest expense (2,134,332) (123,120) (7,249,274) [445,308)
Interest income 84,451 421,376 198,247 745,776
Cther incame (Charges) {Note 17) 22,992,804 23,976,163 27,046,431 17,761,434
Total comprehensive incame #103,048,268 B531,367,920 {#61,967,528) BGT Y 106,798
Basic earnings per share {Note 22} - 0.06 0.29 (0.03) .37
Diluted earnings pErshare{Nn_t_E__:_zz_] 0.06 0.29 (0.03) 0.37

Ses accomponying Notes to Consolidated Finoncial Statements,



MARCVENTURES HOLDINGS, INC. AND SUBSIDIARY

COMSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE PERICD ENDED SEPTERBER 30, 2015 AND 2014

Mote 2015 2014

CAPITAL STOCK

Balance at beginning of year 14 B1,821,358,599 PR1,821,358,599

ADDITIONAL PAID-IN CAPITAL B e '

Balance at beginning of year 212,655,493 212,655,493
"RETAINED EARNINGS '

Balance at beginning of year 1,030,073,433 735,219,661

Net income - - - (61,967,528) 677,106,758

Balance at end for the period 968,105,905  1412,326,459
" Remeasurement gain on retirement liahility . 161,99!1,142 5

B3,017,020,139 B3 446,340,551 ]

T L S o

See accompanying Notes to Consolidated Financial Statements,
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MARCVENTURES HOLDINGS, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2015

MNote 2015

2014

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustments far;

103,048,268

p531,367,938

Depletion 10 57,777,964 40,585,553
Depreciation q 38,696,693 31,974,026
Interest expense 13 2,134,332 123,120
Interest income G (84,451) {421,376)
Operating income before working capital 201,572,806 603,633,261
changes
Working capital changes in:
Decrease (increase) in:
Trade and other receivables {224,365,418) {314,369,6G6)
Inventory 107,681,192 74,716,122
Other current assets (1,200,515) 18,119,930
Advances to related parties 29,603,185 {229,964)
Increase in:
Trade and other payables 32,328,534 147,094,014
Advances from related parties - 2,860
Met cash generated frem operations 145,619,784 528,966,557
Interest paid (2,134,333) (123,120)
Interest received 84,451 421,376
Met cash provided by operating activities 143,569,902 529,264,813
CASH FLOWS FROM INVESTING ACTIVITIES
fdditions to:
Other noncurrent assets {2,006,340) {2,405,832)
Property and equipment ) (8,366,454} 45,578,154}
Mine and mining properties 5,231,667 (37,989,946)
Cash used in investing activities (5,231,127) (85,973,932)
CASH FLOWS FROM FINANCING ACTIVITIES
Availment of [oans - .
Payment of loans {3,458,283) {124,950)
Met cash used in financing activities {3,458,283) {124,850)
MET INCREASE IN CASH 134,880,492 443,165,931
CASH AT BEGINNING OF YEAR 106,885,389 328,174,188
CASH AT END FOR THE PERICD F24l_,?65.881 2771,340,120

See groormpanying Notes to Consolidated Fnancial Stotements,



MARCVENTURES HOLDINGS, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2015

Mote 2015 2014
CASH FLOWS FROM OFERATING ACTIVITIES
Income before income tay (P61,967,528) BO77,106,798
Adjustments for:
Depletion 10 93,301,141 61,334,123
Depreciation g 140,688,455 90,576,062
Interest expense 13 7,249,274 445,308
Interest income 6 (198,247) {745,776)
Operating income before working capital changes 179,073,099 828,716,515
Working capital changes in;
Decrease (increase) in:
Trade and other receivables {474,036,2249) {322,891,536)
Inventory 142,481,972 7,278,174
Other current assets [25,192,698) [33,468,000)
Advances to related parties {4,040,443) {1,2882,508)
Increase [decrease) in:
Trade and other payables [63,856,137) 215,022,517
Advances from related parties - _[97,287)
Met cash generated from operations (245,570,436) 697,271,875
Interest paid (7,249,274) (445,308)
Interest received 198,247 745,776
MNet cash provided by operating activities (252,621,463) 697,572,343
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to:
Other noncurrent assets (132,640,558) {5.754,588)
Property and eguipment 9 {176,992,025) (179,796,894)
Mine and mining properties (6,406,236) (43,611,686)
Cash used in investing activities (316,038,819) {229,163,168)

CASH FLOWS FROM FINANCING ACTIVITIES
Availment of loans

200,000,000

Pavment of loans (3,708,183} (556,263)
Met cash provided by (used in} financing activities 196,201,817 (556,263)
MET INCREASE IN CASH (372,368,465) 467,852,906
CASH AT BEGINNING OF YEAR 614,134,346 303,487,214

CASH AT END FOR THE PERIOD

T ——

Rr241,765,881

B771,340,120

See pcoommpanying Motes ro Copsolidated Finenciol Stotements.
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MARCVENTURES HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED NOTES TO FINANCIAL STATEMENTS

1. Corporate Information

Marcventures Holdings, Inc. [the Parent Company], singly and collectively with subsidiary, is referred
herein as “the Company.”

Marcventures Holdings, Inc. was incorporated and registered with the Philippine Securities and
Exchange Commission (SEC) on August 7, 1957 primarily purpose to acquire by purchase, exchange,
assignment, gift or otherwise, and to hold, own and use for investment or otherwise, and to transfer
any and all properties of every kind and description and wherever situated to the extent permitted
by law provided it shall not engage in the business of an open-end or clase-end investment company
as defined in the Investment Caompany Act {(Republic Act 2623), or act as a securities broker or dealer,

The Parent’s shares of stock were initially listed in the Philippine Stock Exchange (PSE) on January 10,
1958. As at September 30, 2014 and December 31, 2013, 1,821,358,599 of the Parent’s Shares of

Stock are listed in the PSE.

The Parent owns 100% interest in Marcventures Mining Development Corporation (MMDC), a
company incorparated in the Philippines.

MIVDC has been granted by the Philippine Department of Environment and MNatural Resources
(DENR) a Mineral Production Sharing Agreement (MP5A) covering an area of approximately 4,799
hectares located in Carrascal, Madrid and Cantilan, Surigag Del Sur.

Originally, the MPSA was granted to Ventura Timber Corporation (VTC). In January 1595, VTC
executed a deed of assignment {Deed]) to transfer to MMDC all its rights and interest in and title to
the MPSA. On January 15, 2008, the Deed was approved by the Mines and Geosciences Bureal
{MGB).

On October 29, 2009, MMDC's Partial Declaration of Mining Feasibility was approved by the MGE,
allowing MMDC to commence development and operation within a 300-hectare area covered in the
MPSA but production was limited to only 120 hectares covered by the Enviroanmental Compliance
Certificate [ECC) issued in Decamber 22, 2008. On April 23, 2013, the ECC was amended. MMDC
was granted authorization to develop and operate the whole 4,799-hectare area covered in the
MPSA,

On July 19, 2010, MMDC was registered with the Board of Investments (BOI) in accordance with the
provisions of the Omnibus Investments Code of 1987, as amended, as a New Producer of Nicke
Laterite Ore. As a BOI registered entity, MMDC is entitled to an Income Tax Holiday (ITH} for four (4]
years from July 2010 or actual start of commercial operations, whichever is earlier but in no case
eatlier than the date of registration.

The Parent Company’s registered office is located at Unit 4-3 Citibank Center, 8741 Paseo
de Roxas, Makati City.



Basis of Preparation and Statement of Compliance and Basis of Consolidation

Basis of Preparation and Presentation

The accompanying consolidated financial statements of the Company have been prepared on a
historical cost basis. The consolidated financial statements are presented in Philippine Peso, which
isthe Company's functional currency. Allvalues are in absolute amounts unless otherwise indicated.

Statement of Compliance

The consolidated financial statements have been prepared in compliance with Philippine Financial
Reparting Standards (PFRS) issued by the Philippine Financial Reporting Standards Council (FRSC) and
adopted by the Philippine SEC, including Philippine SEC pronouncements. This financial reporting
framewaork includes Philippine Accounting Standard (PAS) and Philippine Interpretations from the
international Financial Reporting Interpretations Committee (IFRIC),

Basis of Consolidation
The consolidated financial statements include the financial statements of the Parent Company and
its subsidiary, MMDC, as September 30, 2014 and December 31,2003.

A subsidiary is fully consolidated from the date of acquisition, being the date oh which the Parent
Company ohtains control, and continues to be consolidated until the date that such control ceases.

All intra-company balances, transactions, income and expenses and profits and losses resulting from
intra-company transactions that are recognized in assets, are eliminated in full, Unrealized losses
are eliminated unless costs cannot be recovered.

Summary of Changes in PFRS

Adoption of New and Revised PFRS
The Company adopted the following new and revised PFR5, which became effective as at January 1, 2014:

® PAS 1, Fingnoial Statement Presentation - The amendment changed the presentation of other
comprehensive income, wherein items that will be reclassified to profit or loss at a future point
in time are presented separately from items that cannot be reclassified.

»  PAS 19, Employee Benefits (Amendment] - The amendment introduced numercus changes such
as, among others, the removal of the corridor approach in the recognition of actuarial gains or
losses and the concept of expected returns on plan assets and the disclosure of sensitivity
analyses on the significant actuarial assumptions and the disaggregation of plan assets by nature
and risk.

s PFRS 10, Consolidated Financial Statements - The standard replaces the portion of PAS 27,
Consolidated and Seporate Financiol Statements, that addresses the accounting for consolidated
financial statements and SIC-12, Consolidation - Special Purpose Entities. 1t establishes a single
control model that applies to all entities including special purpose entities. Management has to
exercise significant judgment to determine which entities are controlled, and are reguired to be
eonsolidated by a parent company.

e PERS 12, Disclosure of Interests in Other Entities - The standard includes all of the disclosures that
were previously in PAS 27 related to consolidated financial staternents, as well as all of the
disclosure requirements that were previously included in PAS 31, Interests in Jofnt Ventures and



PAS 28, investments in Associates and loint Ventures. These disclosures relate to an entity’s
interests in subsidiaries, joint arrangements, associates and structured entities. A number of new
disclosures are also reguired.

s PAS 27, Separate Finoncig! Statements [as revised in 2011) - As a consequence of the new PFRS
10 and PFRS 12, PAS 27 is now limited to accounting for subsidiaries, jointly controlied entities,
and associates in separate financial statements.

» PFRS 7, Financigl Instruments Disclosures - Offsetting Financiol Assets ond Finoncial Ligbilities
{Amendments) - The amendment requires entities to disclose information that will enable users
to evaluate the effect or potential effect of netting arrangements on an entity’s financial position.
The new disclosure is required for all recognized financial instruments that are subject to an
enforceahle master netting arrangement or similar agreement,

v  Amendments to PFRS 10, PFRS 11 and PFRS 12: Transition Guidonce - The amendments provide
additional transition reliefin PFRS 10, PFRS 11 and PFRS 12, limiting the requirement to provide
adjusted comparative information to only the preceding comparative pericd. Furthermore, for
disclosures related to unconsolidated structured entities, the amendments will remove the
requirement to present comparative information for periods before PFRS 12 is first applied.

s PFRS 13, Fair Volue Measurement - The standard establishes a single source of guidance under
PFRS for all fair value measurements. It does not change when an entity is required to use fair
value, but rather provides guidance on how to measure fair value under PFRS when fair value is
required or permitted.

» |FRIC 20, Stripping Costs in the Production Phose of o Surface Mine - This interpretation applies
to waste rermoval costs that are incurred in surface mining activity during the production phase
of the mine {“production stripping costs”) and provides guidance on the recognition of
praduction stripping costs as an asset and measurement of the stripping activity asset.

s« |mprovements to PFRS

The omnibus amendments to PFRS issued in May 2012, which are effective for annual periods
beginning on or after lanuary 1, 2013, were issued primarily to clarify accounting and disclosure
requirements to assure consistency in the application of the following standards.

- PFRS 1, First-time Adoption of Philippine Financial Reporting Standards
- PAS 1, Presentation of Financial Statements
- PAS 32, Financial Instrument: Presentation

Adoption of the foregoing new and revised PFRS did not have any material effect on the consolidated
financial statements, Additional disclosures have been included in the notes to consolidated financial

statements, as applicable.

Mew and Revised PFRS Mot Yet Adopted
Relevant new and revised PFRS which are not yet effective for the year ended December 31, 2013 and
have not been applied in preparing the consolidated financial statements are summarized below,

Effective for annual periods beginning on or after January 1, 2014:

+ Amendments to PAS 32 Offsetting Finonciol Assets ond Financial Liabilities - The amendments
address inconsistencies in current practice when applying the offsetting criteria in PAS 32, The
amendments clarify (1) the meaning of ‘currently has a legally enforceable right of set-off'; and
(2] that some pross settlement systems may he considered equivalent to net settlement.



Effective for annual periods beginning on or after January 1, 2015:

= PFRS 9, Finoncial Instruments: Classification ond Measurement - This standard is the first phase
in replacing PAS 39, Financial lnstruments: Recognition ond Measurement, and applies to
classification and measurement of financial assets as defined in PAS 35,

Under prevailing circumstances, the adoption of the foregoing new and revised PFRS is not expected
to have any material effect on the consolidated financial statements. Additional disclosures will be
included in the consolidated financial statements, as applicable,

Summary of Significant Accounting and Reporting Policies

The significant accounting policies that have been used in the preparation of the consolidated
financial statements are summarized below, These policies have been consistently applied ta all
the years presented, unless otherwise stated.

Fair Value Measurement
The Company uses market observable data as far as possible when measuring the fair value of an
asset or a liability. Fair values are categorized into different levels in a fair value hierarchy based

on inputs used in the valuation technigues as follows;

e level 1-Quoted (unadjusted) market prices in active markets for identical assets or liabilities,

s Level 2 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable,

# Level 3 - Valuation technigues for which the lowest level in-put that is significant to the fair
value measurement is unohservable.



Ifthe inputs used to measure the fair value of an asset or a liability might be categorized in differemt
levels of the fair value hierarchy, then the fair value measurement is categerized in its entirety in
the same level of the fair value hierarchy as the lowest level input that is significant to the entire
measurement,

The Company recognizes transfers hetween levels of the fair value hierarchy at the end of the
reporting period during which the change has occurred.

inancial Assets and Liabilities

a.

Recognition

Financial instruments are recognized in the consolidated statement of financial position when
the Company becomes a party to the contractual provision of the instruments.  Financial
instruments are initially recognized at fair value. In the case of regular way purchase or sale of
financial asset, recognition and derecognition, as applicable, is done using trade date accounting,
The initial measurement of the financial instruments, except for those classified at fair value
through profit or loss (FVPL), includes transaction costs.

Classification

The Company classifies Tts financial assets at initial recognition under the fallowing categories:
{a) financial assets at FVPL, (b} held-to-maturity (HTM)} investments, (c} loans and receivables and
(d} Available-for-sale (AFS) financial assets. Financial liakilities, on the other hand, are classified
as either financial liabilities at FVPL or other financial liabilities at amortized cost, The
classification depends on the purpose for which the financial instruments were acquired or
incurred and whether or not the instruments are quoted in an active market.

As at September 30, 2015 and December 31, 2014, the Company does not have financial assets
and liabilities at FYPL, HTIW investments and AFS financial assets.

Loans and Receivables. Loans and receivables are financial assets with fixed or determinable
payments and fixed maturities and that are not quoted in an active market. These are not
entered into with the intention of immediate or short-term resale and are not classified or
designated as AFS financial assets or financial asset at FVPL. Loans and receivables are included
in current assets if maturity is within twelve months from reporting date. Otherwise, these are
classified as noncurrent assets,

After initial measurermnent, loans and receivables are subsequently measured at amortized cost
using the effective interest method, less allowance for impairment, if any, Amortized cost is
calculated by taking into account any discount or premium on acquisition and any transaction
cost which are directly attributable in the acquisition of the financial instrument. The
ameortization is included in profit or [oss.

This category includes cash, trade and other receivables (excluding advances to contractors and
suppliers) and advances to related parties.

Other Financial Liabilities at Amortized Cost. Financial liabilities are classified in this category if
these are not held for trading or not designated as at FYPL upon the inception of the liability.
These include liabilities arising from operations or through borrowing,

After initial recognition, other financial liabilities are subsequently measured at amortized cost
using the effective interest method. Amortized cost is caleulated by taking into account any
related issue costs, discount or premium. Gains and losses are recognized in profit or loss when



the liabilities are derecognized, as well as when there is amortization process.

This category includes interest-bearing loans, trade and other payables (excluding statutory
payables) and advances fram related parties.

Derecognition

A financial asset (or where applicable, a part of a financial asset or part of a group of similar
financial assets) is derecognized by the Company when:

» the right to receive cash flows from the asset has expired; or

¢ the Company retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a "pass-through”
arrangement; or

s the Company has transferred its right to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the assets, or (b} has neither transferred
nor retained substantially all the risk and rewards of the assets, but has transferred contral
over the asset.

Where the Company has transferred its right to receive cash flows from an asset or has entered
into a pass-through arrangement, and has neither transferred nor retained substantially all the
risks and rewards of the asset nor transferred control of the asset, the asset is recognized to the
extent of the Company's continuing involvement in the asset. Continuing involvement that takes
the form of a guarantee over the transferred asset, if any, is measured at the lower of original
carrying amount of the asset and the maximum amount of consideration that the Company could

be required to pay.

A financial liahility is derecognized when the obligation under the liability is discharged or
cancelled or has expired. Where an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the original liahility
and the recognition of the new liability, and the difference in the respective carrying amount is
recognized in profit or loss.

Difsetting

Financial assets and liabilities are offset and the net amount reported in the consolidated
statement 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 liability simultaneously. This is not generally the case with master netting
agreements where the related assets and liabilities are presented gross in the consolidated
statement of financial position.



e. Impairment of Financial Assets

Loans and Receivables. The Company assesses at each reporting date whether there is objective
evidence that a financial asset or group of financial assets is impaired,

A& financial asset or group of financial assets is deemed impaired if, and only if, there is objective
evidence of impairment as a result of one or more events that occurred after the initial recognition
of the asset [an incurred “loss event”) and that loss event (or events) has animpact on the estimated
future cash flows of the financial asset or group of financial assets that can be reliably estimated.
The carrying value of the impaired account is reduced to the extent that it exceeds the asset's net
realizable value, Impairment losses are recognized in full in profit or loss. If in a subsequent period,
the amount of accumulated impairment |osses has decreased because of an event occurring after
impairment was recognized, the decline is allowed to be reversed to profit or loss to the extent that
the resulting carrying value will not exceed the amortized cost determined had no impairment been
recognized,

Inventories

Inventories, which cansist of ore stockpile are physically measured or estimated and valued at the
lower of cost and net realizable value (NRW}. MRV is the estimated selling price in the ordinary course
of business, less the estimated cost necessary to make the sale. Cost is determined using the moving
average method.

Prepayments
Other current assets include expenses paid in advance and recorded as assets before these are

utilized. Prepayments are apportioned over the period covered by the payment and charged to profit
or loss when incurred. Prepayments that are expected to be realized for no more than 12 months
after the financial reporting period are classified as current assets, Otherwise these are classified as
noncurrent assets.

Property and Equipment

Property and equipment are initially measured at cost less accumulated depreciation and
impairment losses, if any. The cost of an asset consists of its purchase price and costs directly
attributable to bringing the asset to its working condition for its intended use. Cost also includes any
asset retirement obligation and capitalized interest on borrowed funds used in the case of a
gualifying asset,

Subsequent expenditures relating ta an item of property and equipment that have already been
recognized are added to the carrying amount of the asset when it is probable that future economic
henefits, in excess of the originally assessed standard of performance of the existing asset, will flow
to the Company. All other subseguent expenditures are recognized as expense in the peried in which
these are incurred.

Each part of an item of property and equipment with a cost that is significant in relation to the total
cost of the item shall be depreciated separately.



Depreciation is calculated on a straight-line basis over the following estimated useful lives of the
property and equipment.

Number of Years

Building 5-10
Office equipment and furniture and fixture 2-5
Heawvy and transportation equipment 4-10

The estimated useful lives and depreciation method are reviewed periodically to ensure that these
are consistent with the expected pattern of economic benefits from items of property and
equipment.

Construction in-progress is included in property and eguipment and stated at cost which includes
cost of construction and other direct costs. Construction in-progress is not depreciated until such
time the relevant assets are ready for operational use,

When assets are retired or otherwise disposed of, the cost and the related accumulated depreciation
and any impairment in value are removed from the accounts. Any resulting gain or loss is recognized
in profit or loss,

Mine and Mining Properties

Upon start of commercial operations, mine development costs and deferred exploration costs are
capitalized as part of mine and mining properties and presented as a separate line item in the
consclidated statements of financial position. These costs are subject to depletion, which is
computed using the units-of-production method based on proven and probable reserves, which is
reviewed periodically to ensure that the estimated depletion is consistent with the expected pattern
of economic benefits from the mine and mining properties.

Development costs, including the construction-in-progress incurred on an already operating mine
area, are stated at cost and included as part of mine and mining properties. Such costs pertain to
expenses incurred in sourcing new resources and converting these into reserves, which are not
depleted or amortized until the development has been completed and become available for use.

Mining Rights on Explored Resources

Rights over mineral reserves, which are measured, indicated or inferred, are capitalized as part of
mining rights on explored resources if the reserves are commercially producible and that geclogical
data demonstrate with a specified degree of certainty that recovery in future years is probable.

Mining rights are subject to amortization or depletion from the commencement of production on a
unit of production basis, based on proven and prabable reserves, Costs used inthe unit of production
calculation comprise the net book value of capitalized costs plus the estimated future development
costs, Changes in the estimates of mineral reserves or future development costs are accounted for
prospectively.



Impairment of Nonfinancial Assets

The Company assesses at each reporting date whether there is an indication that property and
equipment, mine and mining properties and mining rights on explored resources may he impaired
when events or changes in circumstances indicate that the carrying value of an asset may not be
recoverable. If any such indication exists and if the carrying value exceeds the estimated recoverable
amount, the asset or cash-generating unit is written down to its recoverable amount, which is the
greater of fair value less cost to sell and value in use. The fair value less cost to sell is the amount
obtainable from the sale of an asset in an arm's-length transaction. In assessing value in use, the
estimated future cash flows are discounted to present value using a pretax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset, For an
asset that does not generate largely independent cash inflows, the recoverable amount is
determined for the cash-generating unit to which the asset belongs, Impairment losses are
recognized in profit or loss.

An assessment is made at each reporting date as to whether there is any indication that previously
recognized impairment losses may no longer exist or may have decreased. If such indication exists,
the recoverable amount is estimated. A previously recognized impairment loss is reversed only if
there has heen a change in the estimates used to determing the asset’s recoverable amount since
the last impairment loss was recognized. In such instance, the carrying amount of the asset is
increased to its recoverable amount. However, that increased amount cannot exceed the carrying
amount that would have been determined, net of any depreciation and amaortization, had no
impairment loss been recognized for the asset in prior years, Such reversal is recognized in profit or
loss. After such reversal, the depreciation and amortization charges are adjusted in future years to
allocate the asset’s revised carrying amount, on a syste matic basis over its remaining useful life,

Retirement Benefits

The Company has an unfunded, non-contributory defined benefit plan covering all gualified
employees. The retirement cost is determined using the projected unit credit method which reflects
services rendered by employees to the date of valuation and incorporates assumptions concerning
employees’ projected salaries.

The Company recognizes service costs, comprising of current service costs, past service costs, gains
and losses on curtailments and non-routine settlements; and net interest expense or income in profit
or loss. Met interest is calculated by applying the discount rate to the net retirement liahility or asset,

Past service costs are recognized in profit or loss on the earlier of the date of the plan amendment
or curtailment; and the date that the Company recognizes restructuring-related costs.

Remeasurements comprising actuarial gains and losses, return on plan assets and any change in the
effect of the asset ceiling {excluding net interest on retirement liability or asset) are recognized
immediately in other comprehensive income in the period in which they arise. Remeasurements are
not reclassified to profit or loss in subseguent periods.



The net retirement liability or asset is the aggregate of the present value of the retirement liahility
and the fair value of plan assets on which the obligations are to be settled directly. The present value
of the retirement liability is determined by discounting the estimated future cash outflows using
interest rate on government bonds that have terms to maturity approximating the terms of the
related retirement liability.

Actuarial valuations are made with sufficient regularity so that the amounts recognized in the
separate financial statements do not differ materially from the amounts that would be determined
at the reporting date.

Borrowing Costs

Borrowing costs directly atiributable to the development, construction or production of a qualifying asset
that necessarily takes a substantial period of time to get ready for its intended use or sale are capitalized
as part of the asset. Capitalization of borrowing costs commences when activities to prepare the asset are
in progress and expenditures and borrowing costs are being incurred. Capitalization ceases when
substantially all the activities necessary to prepare the asset for its intended use or sale are
complete. Borrowing costs consist of interest and other financing costs that the Company incurs in

connection with the borrowing of funds.

All other borrowing costs are recognized and charged to profit or loss as incurred.

Capital Stock
Capital stock is measured at par value for all shares issued.

Additional Paid-in Capital
Additional paid-in capital is the excess over par value of consideration received for the subscription

and issuance of shares of stock.

Retained Earnings
Betained earnings represent the cumulative balance of all current and prior period operating results,
less any cash, stock or property dividends declared in the current and prior periods.

Revenue Recognition
Revenue is recognized to the extent that it is probable that economic benefits will flow ta the

Company and the amount of revenue can be measured reliably. Revenue is the fair value of the
consideration received or receivable from gross inflow of economic benefits during the period arising
from the course of the ordinary activities of the entity and it is shown net of taxes such as value
added tax [if applicable), estimated returns, discounts and volume rebates. Rewvenue 15 recognized

as follows:

Sale of ore. Sales are recognized upon delivery of goods to and acceptance by customers,

Interest. Interest income is recognized in profit or lass as it accrues, taking into account the effective
yield aon the asset.

Oither Income. Income fram other sources is recognized when earned during the period.
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Cost and Expenses Recognition

Costs and expenses are recognized in profit or loss when there is a decrease in future economic
benefit related to a decrease in an asset or an increase in a liahility that can be measured reliably.
Cost and expenses are presented using the function of expense method.

Cost of Safes. Cost of sales are recognized as expenses when the related goods are sald.

Operating Expenses. Operating expenses constitute cost of administering the business and costs
incurred to sell and market goods and services. These are expensed as incurred,

Leases

The determination of whether an arrangement is or contains a lease is based on the substance of the
arrangement at the inception date, whether the fulfillment 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 is made after inception of the lease only if one of the following applies:

a, there isachange in contractual terms, other than a renewal or extension of the arrangement;

k. arenewal option is exercised or extension granted, unless the term of the renewal or extension
was initially included in the lease term;

¢. thereisa change in the determination of whether fulfillment is dependent on a specified asset;
orF

d. there is a substantial change to the asset.

‘Where reassessment is made, lease accounting shall commence or cease from the date when the
change in circumstances gave rise to the reassessment for scenarios {a), {c) or (d) and at the date of
renewal or extension period for scenario (b).

Company as {essee. Leases where the lessor retains substantially all the risks and rewards of
ownership are classified as operating leases. Operating lease payments are recognized as an expense
in prafit or lpss on a straight-line basis over the lease term. For income tax purposes, expenses under
operating lease agreements are treated as deductible expense in accordance with the terms of the

lease agreements.

Fareign Currency-Denominated Transactions

Transactions denaminated in foreign currencies are recorded using the exchange rate at the date of
the transaction. Outstanding monetary assets and liabilities denominated in foreigh currencies are
translated using the closing exchange rate at reporting date. All differences are recognized in profit
or loss,

Income Taxes

Current Tax, Current tax assets and labilities are measured at the amount expected to be recovered
from or paid to the taxation authorities. The tax rate used to compute the amount is the one that
has been enacted or substantively enacted at the reporting date.

Deferred Tax. Deferred tax is provided on all temporary differences at the reporting date between
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes,

Deferred tax liahilities are recognized for all taxable temporary differences. Deferred tax assets are

recognized for all deductible 1emporary differences, carryforward benefits of any unused tax credits
from the excess of minimum corporate income tax (MCIT) over the regular corporate income tax
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{RCIT) and any unused net operating loss carryover (NOLCO), to the extent that it is probable that
taxable profit will be available against which the deductible temporary differences and carryforward
benefits of unused MCIT and unused NOLCO can be utilized. Deferred tax, however, is nol recognized
when it arises from the initial recognition of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither the accounting profit nor taxable

profit or loss.

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

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the
period when the asset is realized or the liability is settled, based on tax rate that has heen enacted

or substantively enacted at the reporting date.

Defarred tax is recognized in profit or loss except to the extent that it relates to a business
combination, ar items directly recognized in equity as other comprehensive income.

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

same taxation authority.

Related Parties

Parties are considered to be related if one party has the ability, directly or indirectly, to control the
other party or exercise significant influence over the other party in making financial and operating
decisions. Parties are also considered to be related it they are subject to common control or commeon

significant influence.

Provisions and Cantingancies

General Provisions. Provisions are recognized when the Company has a present obligation {legal or
constructive) as a result of a past event, it is probable that an outflow of resources embodying
economic benefits will be reguired to settle the obligation and a reliable estimate can be made of
the amount of the obligation. Where the Company expects some or all of a provision to be
reimbursed, the reimbursement is recognized as a separate asset but anly when the reimbursement
is virtually certain. The expense relating to any provision is presented in profit or loss net of any
reimbursement. If the effect of the time value of money is material, provisions are discounted using
a current pretax rate that reflects, where appropriate, the risks specific to the liability. Where
discounting is used, the increase in the provision due to the passage of time is recognized as a finance

cost.
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Provisions for Mine Rehabilitation and Decormmissioning. The Company recognizes provisions when
there is partial fulfilment of obligation to restore operating locations at the end of the reporting
period, The nature of these restoration activities includes dismantling and removing structures,
rehabilitating mines and tailings dams, dismantling operating facilities, closure of plant and waste
site and restoration, reclamation and re-vegetation of affected areas. The obligation generally arises
when the asset is installed or the ground/environment is disturbed at the production location,

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

Basit. Basic earnings per share is calculated by dividing the net incorne attributable to the erdinary
stockholders of the Company by the weighted average number of commaon shares outstanding
during the year, excluding common shares purchased by the Company and held as treasury shares,

Oifuted. Diluted earnings per share is calculated by adjusting the weighted average number of
common shares outstanding to assume conversion of all potential dilutive commaon shares during
the pericd.

Events After the Reporting Date

Post year-end events that provide additional information about the Company's financial position at
the end of reparting date {adjusting events) are reflected in the consolidated financial statements.
Post year-end events that are not adjusting events are disclosed in the notes to consolidated financial

statements when material.

Segment Reporting
The Company has only one operating segment which consists of mining exploration and

development.

Significant Accounting Judgments and Estimates

PFRS requires management to make judgments and estimates that affect the amounts reported in the
consolidated financial statements and accompanying notes. The judgments and estimates used in the
accompanying consolidated statements are based upon management’s evaluation of relevant facts and
circumstances as at the reporting date. While the Company believes that the assumptions are reasonable
and appropriate, significant differences in the actual experience or significant changes in the assumptions

may materially affect the estimated amounts. Actual results could differ from such estimates,

The estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to
accounting estimates are recognized in the period in which the estimate is revised if the revision
affects only that peried or in the period of the revision and future periods if the revision affects both

current and future periods,
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Judgments
In the process of applying the Company’s accounting policies, management has made the following

judgments, apart from those involving estimates, which have the most significant effect on the
amounts recognized in the consclidated financial statements.

Functionaf Currency. Based an the econamic substance of the underlying circumstances relevant to
the Company, the functional currency of the Company has been determined to be the Philippine Pesg,
which is the currency of the primary economic environment in which the Company operates.

Operating Lease Commitment - Company as Lessee. The Company has an operating lease agreement
for its office space. The Company has determined that the risks and benefits of ownership related
to the leased properties are retained by the lessor. Accordingly, the lease is accounted for as an
operating lease {see Note 20},

Estimates

The key estimates concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liahilities within the next financial year, are described below.

Estimating Alfowance for Receivabfe impairment. The Company maintains allowance for receivahle
impairment at a level considered adequate to provide for potential uncollectible receivables. The
level of this allowance is evaluated by management on the basis of factors that affect the collectibility
of the accounts. These factors include, but are not limited to, the length of the Company's
relationship with the customer, the customer's payment behavior and known market factors. The
Company identifies and provides for specific accounts that are doubtful of collection and reviews the
age and status of the remaining receivables and establishes a provision considering, among others,
historical collection and write-off experience.

Trade and ather receivables, net of allowance, amounted to F262.2 million and #13.1 million as at
September 30, 2015 and December 31, 2014, respectively. Allowance for receivable impairment
amounted to P4.5 million as at September 30, 2015 and P11.0 December 31, 2014 (see Note 7.

Estimating Net Realizoble Value of Inventories. The Company recognizes loss on inventories
whenever net realizable values become lower than costs due to damage, physical deterioration,
obsolescence, changes in price levels or other causes, Net realizable value is reviewed on a monthly
basis to reflect the accurate valuation in the financial records. The carrying value of inventeries,
which is measured at cost, amounted to 8135.6 million and £170.4 million as at September 30, 2015
and December 31, 2014, respectively.

Estimating the Realizability of input VAT, The Company assesses the realizability of input VAT based
an its ability to utilize the asset. The assessment is made on a continuing basis year on year, The
carrying wvalue of input VAT, which is included as part of "Other noncurrent assets” in the
consolidated statements of financial position, amounted to B272.5 millicn and #253.1 millian as at
September 30, 2015 and December 31, 2014, respectively {see Note 11).
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Estimating Useful Lives of Property and Fguipment. The Company estimates the useful lives of
property and equipment based on the period over which the assets are expected to be available for
use. The Company reviews annually the estimated useful lives of property and equipment based on
factors that include asset utilization, internal techmical evaluation, technological chanpes,
environmental changes and anticipated use of the assets.

Property and equipment, net of accumulated depreciation, amounted to P581.2 million and £514.6
million as at Sepiember 30, 2815 and December 31, 2014, respectively {see Naote 9).

Estimating Depletion Rate and Recoverable Reserves. Depletion rates used to amortize mine and
mining properties and mining rights on explored resources are assessed on an annual basis based on
the results of latest estimate of recoverable reserves, which is subject to future revisions,
Recoverable reserves and resource estimates for development project are, to a large extent, based
on the interpretation of geological data obtained from drill holes and other sampling techhiques and
feasibility studies which derive estimates of cost based upon anticipated tonnage and grades of ores
to be mined and processed, the configuration of the ore body, expected recovery rates from the are,
estimated operating costs, estimated climatic conditions and other factors. Proven reserve
pstimates are attributed to future development projects only where there is a significant
commitment to project funding and execution and for which applicable governmental and regulatory
approvals have been secured or are reasonably certain to be secured. The Company’s reserves are
estimated based on local regulatory guidelines provided under the Philippine Mineral Repaorting
Code and duly reviewed and verified by a competent person.

Mine and mining properties, net of accumulated depletion, amounted to #2684 million and RE67.2
million as at September 20, 2015 and December 31, 2014, respectively (see Note 10).

Mining rights on explored resourees, net of accumulated depletion, amounted to
P1,136.6 million and B1,157.7 million as at September 30, 2015 and December 31, 2014, respectively

{see Note 10).

Assessing Impairment of Nonfinancial Assets. The Company assesses impairment on nonfinancial
assets whenever events or changes in circumstances indicate that the carrying amount of an asset
may not be recoverable. The factors that the Company considers important which could trigger an
impairment review include the following:

» significant underperformance relative to expected historical or projected future operating
results;

o sipnificant changes in the manner of use of the acguired assets or the strategy for overall
business; or

e significant negative industry or economic trends.

No impairment |oss was recognized in 2005 and 2014,



Estimating Provision for Mine Rehabilitation. The obligation to rehabilitate and decommission a mine
generally arises when the ground/environment is disturbed at the production location. The amount
of provision depends on the completeness of rehabilitation and decommissioning activities
performed by the Company during and immediately after every mining operation. Changes in
rehabilitation and decommissioning costs are recognized as additions or charges to the
corresponding provision when these occur.

Provision for mine rehabilitation amounted to 847.1 million and B43.8 as at September 30, 2015 and
December 31, 2014, respectively (see Note 12).

Estimating Retirement Liabifity. The determination of the Company's retirement obligation and costs
is dependent on the selection by management of assumptions used by actuaries in calculating such
amounts. Those assumptions include, among others, discount rate and salary increase rate.

Actual results that differ from the Company’s assumptions are recorded as addition to or deduction
from retirement liability and recognized in profit or loss or other comprehensive income. One or
more of the actuarial assumptions may differ significantly and as a result, the actuarial present value
of the retirement obligation estimated as at reporting date may differ significantly from the amount
reported.

Retirement liability amounted to 226.8 millicn and B27.3 as at September 30, 2015 and Decemnber
31, 2014, respectively (see Mote 18).

Cash

This account consists of:

Cash

September 30, 2015 December 2014
Cash in banks B241,495,854 #514,001,323
Cash on hand 270,027 133,023

R241,765,381 £614,134,346

Cash in banks earn interest at the respective hank deposit rates. Interest income from cash in hanks
amounted to 2198,247 in September 30,2015 and B745,776 as of September30, 2014,

Trade and Other Receivables

This account consists of:

Accounts Receivables

September 30,2015  December 2014

Trade receivables R472,377,268 p1,885,786
Advances to employees 9,943,904 14,204,887
Others 9,778,853 8,019,845
492,100,025 24,110,518

Allowance for impairment {4,472,965) (11,036,527}
RART 627,060 £13,073,591
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Trade receivables are usually due within 30 days and are neninterest-bearing.

Advances to employees are unsecured, noninterest-bearing and subject to liquidation for a specified
periad of time of about one year.

1 to 30 days 31 to 60 doys G1todd 120+ past due  Total
£000 past due past due

&'000 E'000 £'000 (aelele) #0035

#302, 050 E137,032 £16,613 15,782 472,377

Mo additional allowances for impairment was provided for the six manth period ended September 30,
2015,

8. Other Current Assets

This account consists of;

- September 30, 2015 December 2014

Mining and office supplies R33,025,037 B24,400,768

Advances to contractors and suppliers 12,242,229 5,414,358

Prepaid expenses _ 19,537,589 18,078,325

Others B 8,692,166 1,310,870
i R74,397,021  P45,204,323

Prepaid expenses pertain to insurance, rent, and excise taxes.



9,

Property and Equipment

This account consists of the following:

Office
Equipment
and
Furniture Heawvy and
and Transportation  Construction
Land Building Fixtures Equipment in Progress Total
Cost
Balance at the beginning of the
year E7,078,744 PR13,158,652 B5,329,766 B645,881,950  R19,020,121 BO04,469,233
Additions 9,984,210 15,707,194 7,372,008 144,289,306 = 176,631,242
_ Reclassification = & - = {360,783) {360,783)
Balance as at September 30,
2015 Eo 7,062,854 128865846 82,701,864  B794,171256 18,659,338  1,081,461,258
Accumulated Depreciation i
Balance gt the beginning of the
year - 17,281,048 41,796,887 330,832,557 Z 389,810,492
Additions e - 7,286,433 12,587,120 120,814,906 - 140,688,459
Balance as at September 30,
2015 ] - - 24,567,481 54,384,007 451,647,463 B 530,598,951
Met Carrying Amaount as at
September 30, 2015 R7,062,0954 RD4,29B,365 FB,317,B57 B342 523,793 R18.6 55,3_%8 E550,862,307
Office
Equipment
and Heawy and
Furniture Transportation Construction In
Land Building and Flatures Egulpmeant Prograss Total
Caost
Balance at the beglnning of the
year P29,64E 649 B1B,278,757 E37,530,399 B516,419,485 E11,624,195 Ba14 047485
Additions 17,432,085 L4,281,895 37,789,367 132 462 465 14,864,155 297,839,988
Reclassification 5 - - - (7,468,240 {7, 468,240
Balance asat December 31, 20714 47,078,744 113,158 652 75,379,766 _BA%9,881,850 15,020,121 204,459,233
accumulated Depreciation
Balance at the beginning of the
year - 5,608,897 24,197,510 228,227,610 2580332017
Additions — . 11,674,151 17,599,377 102,604,547 - 131 878 475
Balance as at Dacernber 31, 2014 : 17,281,048 41,795,887 330,832,557 1 382,210,450
Met Carrying Amount asat
December 31, 2014 RA7 078,744 RE5,B77,604 |E33,5_321_E._]"_9 . 23 19&?.39‘5 Eﬁl 9,020,122 P514,558,741
Transportation  equipment  with  carrying  wvalue  aggregating  B1.5  millien  and

£1.7 million as at September 30, 2015 and December 31, 2014, respectively, are used as security for
lans, as discussed in Note 13,
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10. Mine and Mining Properties and Mining Rights

Movements in mine and mining properties and mining rights on explored resources are as follows:

September 30, 2015 _
Mine and Mining properties
Mining rights on Wie Mine
Bk development  rehabilitatio Total
explored resources
costs n asset

Cost

Beg Bal #1,294,766,157 B923,306,495 R42,170,138 EB2,260,242,786
Additions - 3,100,331 3,305,905 6,406,236
Total 1,294,766,157 926,406,826 45£?E,D39 ~ 2,266,645,0 22
Accumulated

Balance at beg 136,992,974 897,690,617 - 234,683,591
Addtions 56,088,722 37,212,419 ; 93,301,141
Total 183,081,696 134,903_,_@36 - 327,984,732

" Net carrying amount as at i i
September 30, 2015 E1,101,684,461 E791,503,790 B45,476,032 B1,938,664,290

December 31, 2014

Mine and WMining properties

Mining rights an mine Mine
explored development  rehabilitation Total
resources costs asset
Cost
Beg Bal £1,294,766,157 B783,040,505 B- B2,077,806,662
Additians - 140,265990 42,170,134 182,436,124
1,294766,157  023,306495 42,170,134  2,260,242,786
Accumulated depletian;
Balance at beg 121,061,960 69,480,693 & 120,542,653
Addtions 15,931,014 28,209,924 - 44,140,938
136,992,974 97,690,617 - 234,683,551
£1,157,773,183 PB25615878  P£42,170,134 £2,025,550,195

Met carrying amount, 12-31-2014

Depletion was charged to the following accounts:

Cost of sales

September 30, 2015

B 07,028,632

December 31, 2014

B44,140,938

Mining rights on explored resources represent the excess of the fair value of shares issued by the
Company over the book value of the net assets of MMDC when the Company acquired 100%
ownership in MMDC,
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A third party was commissioned for a fairness opinion on the fair and rezsonable value of MMDC,
primarily in the explored mineral resources covered in MMDC's MPSA, The assumptions used on the
valuation, which was approved by the 5EC, include, amang others, discount rate of 25% and a
constant nickel price of US$11,000 per metric ton over & ten-year projection period.

In 2014, additions to mine and mining properties represent reclassifications from construction-in-
progress under property and equipment,

11. Other Noncurrent Assets

This account consists of:

_ L. September 30, 2015 December 2014
Input VAT R273,727,689 £253 062,540
Rehabilitation cash fund {RCF) 5,305,827 5,294,620
Rental Deposit 901,203 1,146,204
Poenitoring trust fund (MTF) 161,843 161,632
Others 112,446,947 237,955

F352,543,509 F259,902,951 ]

RCFis reserved as part of the Company’s compliance with the approved rehabilitation activities and
schedules for specific mining project phase, including research programs as defined in the
Environmental Protection and Enhancement Program (EPEP),

MTF is exclusively used in activities approved by the Mine Rehabilitation Fund Committee.

Others are advances to seek potential projects related to mining engagements to perform
Engineering, Studies, Design and Planning,
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12. Trade and Other Payables

This account consists of:

 September 30, 2015 December 2014

Trade Payables RG66,233,109 F96,591,391
Advance from customers 41,494,451 40,425,805
Accrued expenses

Excise tax and other statutory payables 15,079,208 62,591,020

Salaries and wages 4,376,155 5,879

DOthers 263,686,746 1,059,493
Dividend Payahle . 255,809,372
Others - 8,260,647 9,343,279

P399,130,316 R465,827,239

E

Trade payables primarily consist of liabilities arising from transactions with contractors related to the
normal course of business. These are noninterest-bearing and are generally on a 90-day credit term,

Advances from customers represent preliminary collections related to the sale and shipment of
nickel ores.

13. Interest-Bearing Loans

This account consists of:
September 30, 2015 December 2014

Loan from Banks

United Coconut Planters Bank B 291,550 £ 666,400
Crix Metro Leasing and Finance Corp. 96,666,667 -
Philippine Business Bank ) 200,000,000 100,000,000
296,558,217 100,666,400
Less: Current Portion 206,958,217 100,666,400
Noncurrent Portion B 90,000,000 -
e

The loan obtained from UCPB, which reached up to 1.5 million during 2013, which was used to meet
waorking capital reqguirements and for the purchase of transportation equipment. The loan which
bears an annual interest rate of 11.81%, will mature in November 2014, Transportation equipment
are used to secure the loan (see Note 9),

In 2015 the company obtained loan from Philippine Business Bank and Orix Metro Leasing and
Finance Corporation (Orix) was used for working capital and for the purchase of transportation
equipment, The loan from PBE bears an interest rate of 5% per annum, is secured by MMDC's Shares
of Stock. The Loan from Orix is payable in 5 years with an annual interest rate of 6% .

Interest expense charged to operations amounted to B7.2 million and 80,9 million as of September
2015 and December 20014 respectively.
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14. Equity

Capital Stock
Mavements in the Company’s shares of capital stock consist of the following:

» . September 30, 2015 December 2014
Authorized number of shares -# 1 par value R2,000,000,000  £2,000,000,000

_Issued: o

Lrss-ued and Qutstanding 1,821,358,599 1,821,358,599

15. Cost of Goods Sold
This account consists of:

September 30, 2015 September 30,2014

Direct mining cost R 1,203,891,659 F 729,318,499
Marketing expense 281,424,296 225,977,512
Excise tax 37,069,460 38,872,974
Demurrage 43,958,491 28,650,643
Depletion 97,028,632 61,334,123

B1,663,372,538 £1,084 254,151

Contracted services pertain to activities directly related to mining. The services include, among
others, mine extraction, stevedoring, janitorial, maintenance, security and explosive blasting.

Excise tax represents the Philippine Government’s share on mineral production as defined under
MMDC's MPSA. The MPSA also provides that any term favarable to the contractor resulting from
the enactment of a new law shall inure to the benefit of the contractor and such law shall be
considered part of the MPSA.

On March 3, 1995, Republic Act No. 7942 (RA 7942} or the Mining Act of 1995 was passed and
enacted inta [aw, Section 80 of RA 7942 prescribes that the total government share inan MPSA shall
bre the excise tax of 2.0% on gross revenue on mineral products.



16. Operating expenses

This account consists of:

Nine months ended

Three months ended

September 30, September 30
2015 2014 2015 2014
Salaries and Allowances R85,541,142 B73,090,671 B159,820,493 B21,761,347
Professional Fees 45,913,781 22,997.427 6,181,065 9,176,592
Taxes and Licenses 31,089,544 10,384,525 12,558,884 1,817,356
Depreciation 26,541,207 0,289,594 12,688,602 3,334,194
Royalties 19,461,467 20,460,812 12,145,352 13,567,578
Loading fee 16,837,798 9,432,842 10,616,146 5,954,153
Social Development program 11,300,361 4,233,574 = 2,094,894
Donations 9,129,000 L, 793,782 3,366,911 3,857,027
Communication, light and water 4,678,104 3,237 526 1,812,241 2,446,455
Office Supplies 2,837,761 2,988,005 1,209,691 BOE, 714
Representation 1,736,186 27,964,930 {128,407} 13,832 253
Rental 366,886 2,148,999 103,037 725,106
Repairs and maintenance 277,083 43,920 65,106 25,685
Advertisement 167,313 £,286,034 10,000 2,492,657
Others 16,185,760 6,097,039 6,495,128 3,844,076
P272,062,393 £205,349 B80 R86,944,249 £J5,832 487
17. Other Income (Charges)
This account consists of;
September 30, 2015 September 30, 2014

" Forex Gain { Loss) R26,629,027 P18,665,132

Other incame(charges) 417,404 (903,698)

' R27,046,431 R17,761,434

23



18. Retirement Benefits

The Company has an unfunded, noncontributory defined benefit plan covering all its regular full-time
employees.

The retirement liakility recognized in the consolidated statement of financial position as at
September 30, 2015 and December 31, 2014 and changes in the present value of defined bengfit
obligation are as follows:

September 30,

2015  December 31, 2014
Balance at beginning of year R27,304,938 k25,214,953
Current service cost - 17,917,358
Interest cost - 1,458,543
Met actuarial losses - {21,285,916)
Retirement benefits paid (465,119) -
Palla nce at end of year . B26,839,819 £27,304,938

The principal actuarial assumptions used to determine retirement benefit for 2014 are as follows:

2014
Discount rates 4.68%
Salary increase rates 5.00%

Sensitivity analysis on defined benefit obligation as at December 31, 2013 is as fallows:

Change in Effect on defined
Assumption  benefit liability

Discount rate +100 (B3,937,381)
-100 4 970,880
Salary increase rate +100 4,624,730

-100 (3,763,511)

Each sensitivity analysis on the significant actuarial assumptions was prepared by remeasuring the
defined benefit obligation at the end of each reporting date after adjusting ane of the current
assumptions according to the applicable sensitivity increment or decrement (based on changes in
the relevant assumption that were reasonably possible at the valuation date] while all ather
assumptions remained unchanged.

It should be noted that the changes assumed to be reasonably possible at the valuation date are
opento subjectivity, and do not consider more complex scenarios in which changes other than those

assumed may be deemed more reasonable,

Weighted average duration of the defined benefit obligation is 11 years.
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19. Related Party Transactions

Significant transactions with related parties include the following:

Transaction Amounts Dutstanding Balances
Advances to 2015 2014 September 30, December 31,
Related parties  [Nine months) (1 year) 2015 2014 Mature and Terms Conditions
Receivables from:
Bright Green Warking fund;
Resources unsecured; non-
Corporation interest bearing;
(BGRC) #4,191,243 60,317,876 P64,509,119 BGO,985,516  settled on demand None

84,191,243 £60,317,876 P64,509,119 BGO,985,516

20. Lease Commitments

The Company leases an office space for its operations, The lease is for a period of five {5) years. The
minimum lease payments under operating lease amounted to B0.4 million in 2015 and 2014,

At year-end, the Company has outstanding commitments under non-cancellable operating lease that
fall due as follows:

2015 2014

Within 1 year E276,000 2276,000
More than 1 year but within 5 years 115,000 115,000
R391,000 #391,000

21. Income Taxes

As discussed in Note 1, MMDC is registered with the Board of Investments (BO) in accordance with
the provisions of the Omnibus Investments Code of 1987, as amended, as a New Producer of Mickel|
Laterite Ore and enjoys ITH for a period of four years until September 2014.

Benefit from income tax represents the movement in recognized deferred tax assets.

The Company's deferred tax assets arising from temporary differences as at September 30, 2015 and
December 21, 2014 are summarized as follows:

September 30,
2015 Dec. 2014
Retirement liability E7,448,806 7,448,806
Allowance for receivable impairment 1,341,800 1,341,890
Provision for mine site development cost = =
Excess of MCIT over RCIT = -
E&,790,696 R8,790,606
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Details of unrecognized deferred tax assets are as follows;

September 30,
2015 Dec. 2014
NOLCD #20,176,049 B20,176,049
Retirement liability 6,866,444 6,866,444
2,500,000 2,500,000

B28,542,493 B29,542,493

Details of NOLCO are as follows:
Year incurred 2015 Year of Expiry
2013 857 410,040 2016
2012 8,843,457 2015
2011 - 2014

BG7, 253,497

These deferred tax assets, which pertain to the Parent Company, were not recognized because
management believes that there will be no future taxable income against which the deferred tax
asset may he applied.

22, Basic/Diluted Earnings Per Share

Basic ea rniﬁgs per share is calculated by dividing the net income attributable to stoekholders of the
Company by the weighted average number of ordinary shares in issue during the year.

Estimation of earnings per share as of September 30, 2015 and 2014 are as follows:

September 2015 September 2014

Met income {loss) shown in the statement of

comprehensive income (a) (R61,967,528) R677,106,798
Weighted average number of common shares =

(b) 1,821,358,599 1,821,358,569
Effect of dilution from conversion options and

warrants = F
Weighted average number of common shares

adjusted for the effect of dilution () 1,821,358,599 1,821 358,593
Basic earnings per shqrEE{@}_ o) {Pﬂd._[}:j’._]_ BO.37
Diluted earnings per share [a/c) (R0.03) B0.37

23. Financial Risk Management Objectives and Policies

General(

The Company has risk management policies that systematically view the risks that could prevent the
Company from achieving its objectives. These policies are intended to manage risks identified in
such a way that opportunities to deliver the Cempany’s objectives are achieved. The Company's risk
management takes place in the context of day-to-day operations and normal business processes such
as strategic planning and business planning. Management has identified each risk and is responsible
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for eoordinating and centinuously improving risk strategies, processes and measures in accordance
with the Company's established business objectives.

Financial Risk Management Ohjectives and Policies

The Company’s principal financial instruments consist of cash and cash equivalents and loans
payable, The primary purpose of these financial instruments is to finance the Company’s operations.
The Company has other financial instruments such as receivable, trade and other payables and
related party receivables and payables, which arise directly from its operations. The main risks
arising from the use of these financial instruments are credit risk, liquidity risk, currency risk and
market risk. Management reviews and approves the policies for managing each of these risks which
are summarized below,

Foreign Currency Risk, The Company’s foreign exchange risk results primarily from movements of
the Philippine peso against the US dollar with respect to US dollar-deriominated financial assets,

The Company's transactional currency exposures arise from its trade receivables and advances from
customers which are denominated in currencies other than the Company’s functional currency, The
Company periodically reviews the trend of the foreign exchange rates to address its exposure in
foreign currency risk,

The following table shows the Company’s US dollar-denominated monetary financial assets and their
Philippine Peso equivalent as at September 30, 2015 and December 31, 2014,

September 30, 2015 December 31, 2014
Philippine Peso Us Dollar  Philippine Peso Us Dollar
Current financial aszet;
Cash in banks B5,836,741.02 $124,557  R192 BRY 554 54,313,228
Trade receivables 470,491,482 10,040,365 - -
- R476,328,223 510,164,922 192 BR7,556 4,313,228
Current financial liability -
Advances from customners 41,494,451 B&5,498 40,426,804 903,998
Net financial asset (liability) F434,833,772 59,279,424  P152 450,751 53,409,230

For purposes of restating the outstanding balances of the Company’s foreign currency-denaminated
financial assets and liabilities as at September 30, 2015 and December 31, 2014, the exchange rate
applied was 846.86 and P44.72 per US51.00, respectively,

Credit Risk Credit risk arising from the inability of counterpart to meet the terms of the Company's
financial instrument is generally limited to the amount, if any, by which the counterparty’s
ahligation exceed the cbligation of the Company, \With respect to credit risk arising from the other
financial assets of the Company, which comprise cash in banks, trade and other receivables and
advances to a related party , the Company’s exposure to credit risk arises from the default of the
counterparty, with a maximum exposure equal to the carrying amount of these instruments,

The Company trades only with recognized, credit worthy third parties. It is the Company’s policy
that all customers who wish to trade on credit terms are subject to credit verification precedures,
in addition, trade and other receivables balances are monitored on an ongoing basis with the result
that the Company's exposure to bad debts is not significant.

The table below show the credit guality per class of financial asset and aging analysis of financial
assets that are past due but nat impaired as at September 30, 2015 and December 30, 2014,
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The aging analysis of the Company’s financial assets as at September 30, 2015 and December 31,

2014 are as follows:

(€'000)
Less 6 to
Than 3to iz
Current 3 months & months  maonths Impaired Total
September 30, 2015
Cash in banks R241,766 R- - R R- R241,766
Trade receivables 302,950 137,032 16,613 15,782 1,886 474,263
Advances to related parties 4,708 60,318 6,564 71,590
5%9,424 E137,032 B16,613 R76,100 R8,450 B787,619
Eto
Less than 3to 12
Current 3 months 6 months  menths  Impaired Total
December 31, 2014
Cashin bhanks B614,001 P— P- B~ - F5l14,001
Trade and pther receivables 12,074 - - = 11,037 24,111
Advances to related parties 60,986 - - - - 60,986
. BG6RE, 061 g- - _ P- P11,037 BR99,098

Liguidity Risk. The Company manages liguidity risk by maintaining a balance between continuity of
funding and flexibility. Treasury controls and procedures are in place to ensure that sufficient cash
is maintained to cover daily operational and working capital requirements, including debt principal

and interest payments.

Management closely monitors the Company's future and contingent

obligations and sets up required cash reserves and reserve borrowing facilities as necessary in
accordance with internal policies.

The tables below summarize the maturity profile of the Company's financial liabilities as at
september 30, 2015 and December 31, 2014 based on contractual undiscounted payments, Loans
payable consist of principal and estimated future interest payments.

{000/
Less than 3toc  More than
. On Demand 3 months 6 Months 6 months Total
September 30, 2015
Trade and other payables* R40,365 R18,527 R2,621 E1,886 355,415
Interest-bearing loans 255,958 - 295,958
R302,653  P247,203 R15.617 R90,453 RE55,956
{E'000)
Less than 3to  Morethan
On Demand 3 manths & Months & months Total
December 31, 2014
Trade and other payables* #35,5909 £293,941 #5,764 £27,105 #362,809
Interest-bearing loans 100,000 125 12_%'- 416 100,666
) R135,9499 £294,066 PG BES R27,521  R4ABIATS




*Trade and other poyables exclude statutory labilities

Fair Value of Financial Assets and Financial Liabilities

Fairvalue is defined as the amount at which the financial instrument could be exchanged in a current
transaction between knowledgeable willing parties in an arm's length transaction, other than in
forced or liguidated sale.

Set out belaw is a comparison by category of carrying amounts and fair values of all of the Company’s
financial instruments that are carried in the consclidated financial statements;

(E'000)
September 30, 2015 December 31, 2014
__Ea rrying Value Fair Value  Carrying Value Fair Value
Loans and receivablas:
Cash F141,766 £241,766 FG14,001 BE14,001
Trade and other receivables 487,110 487,110 24,111 24,111
Advances to related parties 65,026 65,026 60,985 60,085
Rental deposit 801 901 1,146 1,146
£794,803 £794,803 B700,244 R700, 244
COther financial liabilities:
Trade and other payables E339,130 #339,130 R362,809 B362 803
Loans payable 256,958 256,358 100,666 100,656
B636,085 #636,088 Fa63,475 B463,475

Cash, Trade and other receivables, Advances to related parties, Trade and other payables and Advances
from related parties. Due to the short-term nature of transactions, the fair values approximate the

amount of consideration at reporting period.

Loans payable. The fair value approximates carrying value because the effective interest rate is
comparable to prevailing market rates.

Rental Deposits. The fair value of rental deposit has not been determined using observable market data
because management believes that the difference between fair value and carrying amount would not be

significant.
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