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Nickel Asia Corporation (NAC} is
the Philippines' largest producer
of lateritic nickel ore and one of
the largest in the world. We have
a long operating history, starting
with the sale of ore in 1977 from
our first mine, Rio Tuba. Since
then, we have expanded to four
operating mines and have sold a
total of about 96 million tonnes
of ore up to 2013.

Taking Prige in Responsible Mineral Development

We export both saprolite and
limonite ore to customers in Japan
and China. Our customers use our
ore for the production of ferronickel
and nickel pig iron, both used to
produce stainless steel, and for

the production of pig iron used

for carbon steel. We are also the
exclusive supplier of limonite ore
from our Rio Tuba mine to the
country's first hydrometallurgical
nickel processing plant, Coral

Bay, where we have a 10% equity
interest. Coral Bay became
operational in 2005 and currently
operates at a capacity of 24,000
tonnes of contained nickel and 1,500
tonnes of contained cobalt per year
in the form of a mixed nickel-cobalt
sulfide. It has proven to be the
world's most efficient facility using
the high-pressure acid leach (HPAL)
process.

In 2010, we made an investment

of P4.4 billion for a 22.5% equity
interest in the country's second
hydrometallurgical nickel processing
plant under Taganito HPAL Nicke
Corporation. The plant started its
commercial operation in October
2013, with a capacity of 30,000
tonnes of contained nickel and 2,600
tonnes of contained cobalt per year.
Our Taganito mine supplies all of the
limonite ore for the plant. At a total
project cost of US$1.7 billion, the
plant represents the single largest
investment in the Philippine minerals
sector.

Reconstriction/rebuilding efforts Tor the
residents of Mamcani 1sland initiated by Nickel
Asia Corporation sfter Typhoon Yolanda

Apart from our four operating mines,
we have five properties in various
stages of exploration for nickel. In
November 2010, we concluced the
purchase of Cordillera Exploration
Co., Inc. from Anglo American,

with four properties in the Centra
Cordillera of northern Luzon that

are prospective for gold and copper.
The purchase marks our first step

In our vision to become a diversified
mineral resource company. In
November 2011, Sumitomo Metal
Mining Co., Ltd. acquired 25% equity
Inthe company with an option

to purchase additional shares to
increase Its total equity to 40%.

We are focused on growth. At

the same time, we take our
responsibilities toward safety,
environmental protection

and community relations and
development seriously. Our efforts
in these fields have resulted in
numerous awards received over the
years during the annual Presidential
Mineral Industry Environmental
Awards. We believe that sustainable
development is the only way forward
for any mining operation and we
exert great effort to achieve its
principles. We are committed to
responsible mining and to running
every facet of our operations in a
world-class manner.



Vision
To be a world-class diversified mineral resource

company that has exemplary relationships with all
stakeholders.

Mission Statement

Using best global industry practices, we are committed to:
= Optimizing our current operations;

* Exploring and developing additional deposits for
nickel and other minerals to sustain our growth;

* Delivering to our customers guality mineral
products in a timely manner;

* Nurturing our employees and providing a safe
and healthy workplace for them to achieve their full
potential;

= Uplifting the guality of life of our host
communities;

= Protecting the environment in all our operations; and

» Adopting the highest standards of corporate
governance.

Core Values

Competence

Efficiency

Responsibility to all stakeholders
Teamwork

Integrity and honesty

Financial growth

Dedication
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Nickel Asia
Corporation

Nickel Mining Downstream Copper and
and Exploration Processing Gold Exploration

~ RioTuba ~ Coral Bay* L.:" Cordillera
‘Nickel Mining Corp. Nickel Corp. Exploration Co., Inc

A 71.25%

60% : g 10% =y

| Taganito ‘  Taganito HPAL
- Mining Corp. ~ Nickel Corp. *
65% B 225% |

Y
&

Hinatuan
Mining Corp.

100%

Cagdianao
Mining Corp.
100% *Ownership in Coral Bay Nickel Corp.

is under Nickel Asia Corporation
effective 28 March 2014

Taking Pride in Responsible Mineral Development




Cash and Cash Equivalents
Other Current Assets

Non Current Assets
Current Liabilities

Non Current Liabilities
Equity

Book Vaiue per Share (PHP)

2,053,674

532,762
2,586,436

0.82

10,234,336
4,366,700
14,312,492
1,308,963
2GR
25,211,788
8.13

9,263,451
4,186,096
13, 725.670
1,275,729
2,321,784
23,581,704
7.50
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When Super Typhoon Yolanda
(international codename: Haiyan) made
landfall on the Eastern Samar town of
Guiuan in the wee hours of November 8,
2013, no one anywhere had any idea how
different the whole experience would be.

Not even the 2,500 or so residents of

the tranquil island of Manicani. They, like
every other Guiuanon, have been so used
to their town being the doormat of almost
every super typhoon that ever slammed
into the Philippines that this was, in their
eyes, going to be just another one of them.

But Yolanda was different. Packing peak
winds of 380 kph (235 mph) and sustained
winds of 315 kph (195 mph), it was to
become history's mast powerful typhoon
to ever make landfall. And the death and
destruction it would leave behind in its
wake would likewise be unprecedented.

On Manicani island, while there was only
one fatality, every man-made structure

- houses, schools, barangay halls, clinics
- lay wasted due to Yolanda's wrath.

Damaged Structures

HOUSES 4 8 9
m m 365 Totally damaged
124 Partially damaged

CHURCHES 4

All churches in the Island
including the Guiuan Church, a
National Historical landmark

BARANGAY HALLS 4

All barangay halls
in the island

REMAINING FISHING BOATS 0



From Manila, the Company arranged for a flight to Guiuan
filled with medicines along with five doctars from the Philippine
General Hospital. It was the first private aircraft to land on the
Guiuan airstrip and the first to bring medical supplies from the
"outside world".

Taking directions from the most senior managers in the Manila
head office, our subsidiary, Hinatuan Mining Corporation
(HMC} began its relief effort by dispatching one Landing

Craft Transport (LCT) from Surigao, laden with assorted food
items, beddings, flashlights, bottled water, milk for children,
to Manicani and Victory islands for distribution among its
residents. Clearing operations in Manicani followed three days
after the first round of relief goods were distributed. Two more
rounds of relief goods followed, with a medical mission led by
HMC doctor Oliver Lao treating more than a hundred residents
of Manicani. The municipality of Guiuan also requested help in
clearing its debris. In response, HMC deployed a dozen of its
waorkers for four months to do the job in partnership with the
municipal engineering office.

On the island, Trina Malaga, HMC'’s Manicani operations OIC
(who survived the winds of Yolanda crouched under a table as
the roofing of her quarters and its windows were blown away)
coordinated the relief effort with the four barangay chairmen
on the island, communicating with Manila and Surigao through
intermittent mobile phone signals. In fact, the very morning
after Yolanda, about 100 staff of HMC who had been pre-
emptively evacuated to the mine campsite returned to their
barangays to check on their relations and possessions, while
the seven regular employees stayed behind to respond to the
immediate needs of the nearby community, providing first aid
and food and helping collect scrap material and nails plus
beddings and clothing for their makeshift homes. Others started
repair work on their damaged pumpboats.

Stress debriefing activities were conducted by HMC staff in

the barangays of Manicani and on Victory island - in the form
of stary-telling, games for schaool children, thanksgiving cum
Christmas cheers, and a thanksgiving lunch with the newly
elected barangay officials. Everything possible was being done
to bring life closer to “normal” after the typhoon, given that
this period of the year should have been a joyous run-up to
Christmas.

All of these efforts were conducted in coordination with the local
government unit (LGU) of Guiuan through Mayor Christopher
Gonzales, himself still reeling from the total devastation of his
town. It became very clear early on that the immediate effort

of relief should be directed at providing transitional housing for
everyone — hecause they had lost their hames to Yolanda (365
were totally damaged and 124 were partially damaged) - as
well as a means to resume making a livelihood after all their
fishing boats were washed away or destroyed.

NICKEL ASIA CORPORATION
RECONSTRUCTION PLAN FOR
MANICANI AND GUIUAN

n

REBUILD
damaged houses

RECONSTRUCT
Barangay halls

i Churches
Health center

1

REHABILITATE

, which was previously
built by NAC and had been
heavily damaged by the typhoon

PROVIDE
Additional fishing boats

A/

SCHOLARSHIP GRANT
College students

For the Poblacion proper:

REBUILD
Barangay halls
Health center

ASSIST
The National Museum in the
reconstruction of the historical




As a result, the Company announced
the adaption of Manicani Island as the
focal point of its assistance to areas
affected by Yolanda. A P50-million
coastal rehabilitation plan, drawn up
a few months prior to the calamity,
was superseded by a reconstruction
plan for the island. This plan now
included assistance to all the 489
households whose houses were either
totally or partially damaged by the
super typhoon: each house would
now be rebuilt on its ariginal location
as transitional housing, while a study
would be conducted as to where best
to permanently relocate the islanders
to lessen the damage from any future
Yolanda-like calamity.

Also included in the plan is the
reconstruction of the four barangay
halls, four churches and the health
center on the island, along with

the rehabilitation of the heavily
damaged Manicani Island National
High School that the Company had
previously built. For the Pablacion
proper, the Company will rabuild ten
barangay halls, a health center, and
assist the National Museum in the
effort to reconstruct the damaged
Guiuan Church, a National Historical
landmark.

The recanstruction of every hame
on the island is a clear testament to
the sense of responsibility that the
Company has towards the island and
its residents despite the suspension
of the Company’'s operations in
2002. Plus, the additional provision
of 20 fishing boats worth P2 million
is the Company's way of helping
the residents revive fishing as their
means of livelihood. An Information,
Education and Communication (IEC})
campaign about Coastal Resources
Management is in the works. Also,
college scholarship grants to five
deserving and qualified high school
graduates are being processed.
Post-Yolanda, the Company is keen
on investing on the next generation,
particularly the school children

and youth. For medium term stress
debriefing and as a means of
leadership training the Company is
considering using the visual arts or
community theatre workshops as a
medium.

In the meantime, having complied with all the requirements
imposed by the DENR, HMC looks forward to being able to
resume gperations in due course, because the harsh reality

is this: the fishing grounds around the island have long been
depleted of their catch, partly because of the perils of dynamite
fishing and partly because of poachers with bigger boats moving
into the area. Without a responsible mining aperation, the
islanders of Manicani will surely find getting back on their feet
areal struggle in Yolanda’s harsh wake. A responsible mining
operation in Manicani will also mean greater local tax collections
for the Guiuan LGU - funds it will be in desperate need of for
years to come.

By coming to the assistance of the islanders despite the absence
of any commercial operations an Manicani itself, the Company

is in effect telling the island residents that it, too, is willing to
bear part of the “hit" that Yolanda has caused, with or without
operations.

There can be no better testament to social
responsibility than this.




Summary of Ore Reserves and Resources

TOTAL ORE RESERVES (" as of December 31,2013

; - . - Tonnes T & Contained
S e b S N ()

e Saprolite Proved and Probable 20,474 13,225 1.50 1322 198
10 [uba
Limonite Proved and Probable 54,365 37,852 1.20 36.25 454
Saprolite Proved and Probable 60,777 42,482 1.50 9.68 637
Taganito
Limonite Praved and Probable 149,124 99,934 1.06 46.42 1,059
Saprolite Proved and Probable 31,358 21,028 1.50 12.85 315
Cagdianao
Limonite Proved and Probable 29,505 19,783 1l 38.47 224
o Saprolite Proved and Probable 6,985 4,684 1.52 12.14 71
inatuan
Limonite Proved and Probable 16,720 Tie2:14 0.98 46.70 110
Total Saprolite Proved and Probable 119,594 81,417 1.50 11.22 1,222
Reserves Limonite Proved and Probable 249,714 168,780 1.09 43.23 1,847
This summary was prepared by Engr. Jose S. Saret, who is the current Chief Operating Officer of Nickel Asia Corporation. Engr. Saret Is a Competent Person
under the definition of the Philippine Mineral Reporting Code (PMRC) and has sufficient experience as to the type of deposit and mineralization. He has given
his consent to the public reporting of this statement concerning Cre Reserve Estimation.

TOTAL MINERAL RESOURCES @ as of December 31, 2013

Operation ‘ Mineral Type

Classification

Tonnes T Y Contained
Vi I Bl Ni (k)
261

Saprolite Measured and Indicated 27618 16,830 155 12.29
; Limonite Measured and Indicated 59,797 41,427 1.22 36.47 505
el Saprolite Inferred 21,859 13,732 139 17157 191
Limonite Inferred 6,817 4,741 1.25 36.45 59
Saprolite Measured and Indicated 60,777 42,482 1.68 9.68 714
- Limonite Measured and Indicated 149,124 99,934 1.06 46.42 1,059
Tagants Saprolite Inferred 4,248 2,944 1.58 11.73 47
Limonite Inferred 152 102 0.68 52.086 0.69
Saprolite Measured and Indicated 29,843 20,010 1.49 12.71 298
Limonite Measured and Indicated 29,294 19,642 1.16 38.93 228

Cagdianao

Saprolite Inferred 4,095 2,748 1.42 14.14 39
Limonite Inferred 941 631 1.34 30.21 8
Saprolite Measured and Indicated 8,221 G 1.50 11.95 83
s Limanite Measured and Indicated 20,415 13,689 0.97 47.20 133
Saprolite Inferred 1,724 1,156 1.42 11.18 16
Limonite Inferred 2,665 1,823 0.99 46.49 18
Saprolite Measured and Indicated 126,459 84,836 1.60 11.06 1,355
Total Limonite Measured and Indicated 258,630 174,692 1.10 43.28 1,925
Resources Saprolite Inferred 31,926 20,578 1.42 11.91 293
Limonite Inferred 10,575 7,297 1.18 38.64 86

This summary was prepared by Radegundo 5. de Luna, who is a Consultant Geologist for Nickel Asia Corporation. Mr. de Luna Is a Competent Person for
Exploration and Mineral Resource Estimation under the definition of PMRC and has sufficlent experience as to the type of deposit and mineralization. He has
glven his consent to the public reporting of this statement concerning Mineral Resources Estimation.

" Ore Reserves and Mineral Resource tonnages are shown in full. Nickel Asia Corporation owns 60% of Rio Tuba, 65% of Taganito, and 100% of Cagdianao and Hinatuan.

1 Inclusive of Mineral Resources converted to Ore Reserves

Note: Cut-off grades used for Estimation of Mineral Resources and Ore Reserves

Rio Tuba
Taganito
Cagdianao

Hinatuan

Saprolite: NI = 0.85%, Fe < 20%
Saprolite: Ni = 1.24%, Fe < 20%
Saprolite: NI = 1.00%, Fe < 20%
Saprolite: Ni = 1.00%, Fe < 20%

Limonite HPAL type: Ni = C.80%, Fe = 20%
Limonite HPAL type: Ni = 0.80%, Fe = 20%
Limonite HPAL type: Ni > 0.80%, Fe = 20%
Limonite HPAL type: Ni > 0.80%, Fe = 20%

Limonite Export type
Limonite Export type
Limonite Export type

Limonite Export type

: Ni < 0.80%, Fe = 44%
s NI < 0.80%, Fe = 48%

:regardless % Ni, Fe > 45%

:regardless % NI, Fe > 45%
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Operating Mines - Nickel ¥
Exploration Projects - Nickel
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Review of Operations

Rio Tuba Nickel
Mining Corporation
(RTN - 60% Owned)

MINING VOLUME

The volume of ore mined for the

year amounted to 3,024,767 WMT,
consisting of 1,491,877 WMT of
saprolite ore and 1,532,890 WMT of
limonite ore. Stripping volume for the
year amounted to 126,048 WMT.

RTN also retrieved 416,602 WMT of
saprolite ore and 3,237,679 WMT

of limonite ore from stockpiles to
meet the budgeted annual saprolite
shipment volume and to provide
[imonite ore feed to the Coral Bay
Nickel Corporation (CBNC) HPAL
facility, respectively. Conseguently,
RTN’'s year-end limonite ore stockpile
inventory amounted to 19,967,929
WMT. Furthermore, 883,133 WMT of
oversized materials were recovered
from ore delivered to the plant,
consisting of 551,129 WMT of
reclassified saprolite ore and 332,004
WMT of limonite ore.

Mining operations focused on previous
partially mined areas, the aim of
which is to completely mine out the
areas and prepare them for mine
rehabilitation.

N
To cope with the low metal prices
prevailing in the international
market, RTN resorted to various
production strategies, such as:
{(a) upgrading of medium-grade
saprolite are shipments;
(b) segregation and shipment to
China of high-iran limonite ore
{below the 0.80% Ni cut-off grade
of HPAL limonite ore); and (c)
implementation of cost-cutting
measures.

SHIPMENTS

RTN sold a total of 5,744,430 WMT
of nickel ore in 2013. High-grade
saprolite ore {1.80% Ni grade and
above) totaling 295,329 WMT and
medium-grade saprolite ore {1.50%
Ni grade) totaling 80,847 WMT
were sold to Pacific Metals Co., Ltd.
{PAMCO) and Sumitomo Metal Mining
Co., Ltd. {(SMM). The realized LME
nickel price for these shipments
averaged US%$7.36 per pound.

In addition, medium-grade saprolite
ore totaling 1,352,072 WMT were sold
to Chinese customers at an average
price of US$13.73 per WMT. Limonite
high-iron ore totaling 640,901

WMT was |ikewise sold to Chinese
customers at an average price of
US$19.72 per WMT.

2012 2011

Tonnage Mined (In WMT)

Saprolite 1,491,877 2,031,150 1,172,375

Limonite 1,532,890 2,355,534 1,526,956

Sales Data

Saprolite — Japan (WMT) 376,176 480,976 432,831
Average nickel grade 1.80% 1.88%
Average payable nickel 16.43% 19.67% 20.57%
Average realized LME price USs$ 7.36 Us$ 8.19 Us% 10.85
{per pound)

Saprolite — China (WMT) 1,352,072 1,793,848 1,689,425
Average nickel grade 1.50% 1.57% 1.63%
Average price {per WMT) US$ 13.73 Uss 24.03 US$ 38.20

Limonite — CBNC (WMT) 3,405,281 3,351,554 2,976,864
Average nickel grade 1.26% 1.31%
Average payable nickel 6.16% 7.03%
Average realized LME price Us$ 6.78 Us$ 8.02 Usg 10.53
{per pound)

Limonite — China (WMT) 640,901 5 A
Average nickel grade - -
Averade price {per WMT) UsSs 19.72 - -

For CBNC related activities, HPAL-
grade limonite ore {approximately
1.21% Ni grade) totaling 3,405,281
WMT was delivered to the Coral Bay
HPAL facility. The realized LME nickel
price for this tonnage averaged
US$6.78 per pound. In addition,
211,560 WMT of [imestone was sold
to, and a variety of services such as
handling and hauling of materials
and supplies for the Coral Bay HPAL
facility were rendered to, CBNC. Other
activities included the development
of the Gotok guarry {Phase 2) for
the projected increase in limestone
requirement of CBNC.
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Taganito
Mining Corporation
(TMC - 65% Owned)

MINING VOLUME

The volume of ore mined for the
year amounted to 5,620,383 WMT
consisting of 1,325,051 WMT of
saprolite ore and 4,295,332 WMT

of limonite ore. Of the total limonite
mining volume, 1,602,333 WMT was
intended for shipment to China while
2,692,999 WMT was for the Taganito
HPAL (THPAL) facility.

N
In addition, TMC continued
to build limonite stockpile for
the THPAL plant which started
commercial operations last
October 2013. At year end, the
total volume of limonite stockpile
amounted to 24,089,876 WMT.

N
The decline in nickel prices negatively
impacted TMC's profitability. As a
result, TMC revised its mine plan to
attain projected revenues amidst
the difficult economic environment.
Excavation of about 1.5 milllon WMT
of low-grade soft ore from TAGA-2
was deferred in favor of higher grade
ore from Urbiztondo.

Taking Pride in Responsible Mineral Development

SHIPMENTS

TMC sold atotal of 3,893,150 WMT
of nickel ore, the highest so far in

the company's history. High-grade
saprolite ore amounting to 445,012
WMT was sold to PAMCO. The realized
LME nickel price for these shipments
averaged US$7.30Q per pound.

In addition, saprolite ore totaling
971,576 WMT was sold to Chinese
customers at an average price of
US$17.31 per WMT. Low-grade
limonite ore {0.80% Ni and 0.90% Ni)
totaling 1,602,333 WMT was likewise
sold to Chinese customers at an
average price of US$21.63 per WMT.

Finally, HPAL grade limonite ore
totaling 874,229 WMT was delivered
to the THPAL facility. The realized LME

2012 2011

Tonnage Mined (in WMT)

Saprolite 1,325,051 1,099,326 608,500

Limonite 4,295,332 2,675,380 2,052,001

Sales Data

Saprolite - Japan {WMT) 445,012 649,714 268,564
Average nickel grade 1.82% 1.94%
Average payable nicke 20.01% 22.42%
Average realized LME price Uss 7.30 LS 8.15 US% 10.87
{per pound)

Saprolite - China (WMT) 971,576 1,021,709 744,699
Average nicke| grade 1.61% 1.73%
Average price (per WMT) Uss 17.31 Us§24.43 Us$ 44.90

Limonite - THPAL (WMT) 874,229 - -
Average nickel grade - -
Average payable nickel g =
Average realized LME price UsS$6.33 - -
{per pound)

Limonite - China {WMT) 1,602,333 710,090 651,490
Average nickel grade 0.93% 1.02% 1.02%
Average price {per WMT) US$ 21.63 US$ 26.64 Us$ 16.55

nickel price for this tonnage averaged
US$6.33 per pound.

There were two major adjustments
from the original shipment plan:

the upgrading of medium-grade ore
shipment from 1.50% Nito 1.60% Ni,
and the increase in low-grade
limonite ore {0.80% Ni - 0.90% Ni)
shipment volume to China, boosting
the originally planned number of
shipments from 47 to 57. In addition,
all materials from stripping with
grades of 0.80% Niand at least 49%
Fe were shipped-out.
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Review of Operations

Hinatuan Mining
Corporation
(HMC - 100% Owned)

MINING VOLUME
N

The volume of ore mined for the = 7
Tonnage Mined {in WM

year amolnted to 2,904,194 WMT, 3 )
Saprolite

h | : :

Limonite

consisting of 212,837 WMT of

saprolite ore and 2,691,357 WMT Sales Data

of limonite ore. Stripping volume Saprolite — Japan (WMT)

for the year amounted to 528,623 Average nickel grade

WMT of low grade in-situ materials :
Average payable nickel

such as topsoil, boulders and other

waste materials which were used for Average realized LME price

rehabilitation and other environmental {per pound)

projects. Saprolite — China (WMT)
Average nickel grade

SHIPMENTS Average price {per WMT)

HMC sold 3,342,936 WMT of low- Klmphite - Cing CAME)

grade |imonite ore in 2013 at an Average nickel grade

average price of US$23.15 per WMT Average price {per WMT)

to Chinese customers. Saprolite Limonite — Japan (WMT)

ore sold to Chinese and Japanese -
customers totaled 99,043 WMT at an Average nickel grade

average price of US$29.05 per WMT. Average price {per WMT)

HMC's original budget of nine
saprolite shipments for 2013 was
trimmed down to three due to the

low international market price of

the said ore. However, with the
consistently high demand for limonite
ore, the originally planned number of
shipments increased from 48 to 61.

Hinatuan Mining Corp.’s tree-planting activity last September 2073

212,837
2,691,357

US$ 6.78

Uss 27.73
3,342,936

US$ 23.15

2012 2011
30,316 95,894
2,291,109 2,603,185
- 115,571

- 1.68%

- Us$ 30.52
2,636,698 2,462,303
0.85% 0.80%
USE 25.94 Us$ 15.35
= 11,000

- 0.76%

- Us$ 21.50
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Cagdianao Mining
Corporation
(CMC - 100% Owned)

MINING VOLUME

N
The volume of ore mined for the
year 2013 amounted to
593,311 WMT,

N

consisting of 426,458 WMT of
saprolite ore and 166,853 WMT of
limonite ore. Stripping volume for the
year amounted to 656,654 WMT.

SHIPMENTS

CMC sold a total of 888,832 WMT of
nickel ore in 2013. A total of 199,676
WMT of high-grade saprolite ore

was sold to PAMCO. The realized

LME nickel price for these shipments
averaged at around US%6.97 per
pound.

In addition, high-grade and medium-
grade saprolite ore totaling 150,607
WMT was sold to Chinese customers
at an average price of US$29.92 per
WMT. Medium-grade limonite ore with
a total of 538,549 was likewise sold to
Chinese customers at an average price
of US$10.67 per WMT.

Taking Pride in Responsible Mineral Development

Tonnage Mined {in WMT)

Saprolite

Limonite

Sales Data

Saprolite - Japan (WMT)

Average nickel grade

Average payable nickel

Average realized LME price
{per pound)

Saprolite — China (WMT)

Average nickel grade

Average price (per WMT)

Limonite — China (WMT)

Average nickel grade

Average price (per WMT)

426,458
166,853

199,676

17.91%
UsS$6.97

150,607

us% 29.92
538,549

US$% 10.67

2012 2011
545,775 637,125
361,608 366,291
182,730 130,910

1.82% 1.96%
18.89% 25.27%
Uss 8.08 US$ 106.03
107,603 572.871
1.55% 1.68%
Uss 16.09 US% 39.36
795,279 330,262
1.52% 1.48%
Us$ 21.91 US$ 25.65
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Review of Exploration
NICKEL

Rio Tuba Nickel Corporation {(RTN)

Development drilling was focused on
the Umawi area within RTN's existing
MPSA. Forthe development drilling, a
total of 617 holes equivalent to 4,726
meters were completed.

b |
Development drilling resulted in
the upgrading of 1.4 million WMT
of ore (composed of 0.9 million
WMT of saprolite and 0.5 million
WMT of limonite ore) previously
classified as inferred and indicated
mineral resource to measured
resource category.

N

The renewal and conversion of the
expired Mining Lease Contract on
the Bulanjao property into a Mineral
Production Sharing Agreement
{MPSA) has not been completed
pending the issuance of the SEP
clearance by the Palawan Council
for Sustainable Development. Partial
drilling conducted in the past has
resulted In measured and indicated
mineral resources of 19 million WMT
of limonite ore with average grades
of 1.24% nickel and 35.5% iron and
11.1 million WMT of saprolite ore with
an average grade of 1.77% nickel.
Further drilling will be undertaken
upon the issuance of the MPSA.

Production drilling was conducted

in Guintalunan and Mangingidong

to guide ore extraction activities in
the segregation of high-iron limonite
ore for direct shipment to China. A
total of 494 holes equivalent to 3,428
meters were completed.
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Taganite Mining Corporation (TMC)

For this year, exploration activities
were focused on the northeastern part
of Kepha Mining Exploration Company
(KMEC) claim, located southwest of
TMC's MPSA. The KMEC claim is an
expansion project of TMC which is
expected to provide additional source
of ore for the THPAL plant.

Exploration activities included
reconnaissance surveying,
test-pitting and mechanized drilling.
Initial exploration activities such as
mapping and surface sampling began
in March. A total of 1,700 hectares
was covered by reconnaissance survey
and 13 test pits measuring Tmx 1m
on the surface at 300m x 300m grid
interval were excavated for further
studies. Based on the initial results of
test pitting, infill drilling was carried
out in test pits that showed favorable
results. A total of 61 drillholes in
between test pits at 100m x 100m
interval were completed.

By the end of October, exploration
activities were temporarily stopped
in anticipation of the rainy season.
Excavated test pits and drillhole
locations were then backfilled, re-
contoured, compacted and planted
with wildlings. Exploration activities
will continue in 2014 particularly at
the southern to southwestern part of
the claim.

N
Exploration drilling resulted in
the blocking of an additional 5
million WMT of limonite ore with
average grades of 0.949% nickel
and 33.17% iron, and 0.28 million
WMT of saprolite ore with an
average grade of 2.34% nickel,
in both indicated and inferred
mineral resource category.

N

Relative to the exploration activities is
the implementation of the Community
Development Project (CDP). This
included the provision of school
uniforms for elementary students at
Urbiztondao, Jetmatic Water system for
Cabugo, and Educational assistance
far the Camam-onan IP community.

Cagdianao Mining Carporation (CMC)

Exploration and development drilling
activities were conducted within the
immediate vicinity of the presently
defined pit limits. For exploration
drilling, a total of 83 holes equivalent
to 1,030 meters with an average
depth of 12.4 meters; and for
develepment drilling, a total of 110
holes equivalent to 1,850 meters with
an average depth of 17 meters, were
completed.

Valencia Active Mine Pit

Valencia development drilling covered
the periphery of the active mine pit
from July to October 2012. Based on
the drill hole data, average grade of
limonite is 1.03% Niand 30.93% Fe
with average thickness of six meters.
For saprolite, average grade is 1.22%
Ni and 14.45% Fe with average
thickness of four meters.

Southwest Volencia

Exploration drilling was conducted at
the southwest portion of the Valencia
tenement from June to December
2012. It followed a grid spacing of
100 meters x 100 meters. Based on
the drillhole data, the limanite grade
averages 1.21% Ni and 41.83% Fe,
having an average thickness of seven
meters. Saprolite, on the other hand
has an average grade of 1.39% Ni
and 14.59% Fe, having an average
thickness of three meters. No further
exploration drilling was conducted
for 2013 because priority drilling
activities were focused on production
drilling of active mine pits.

Boa

The Boa area is covered by a separate
MPSA and is contiguous to the
Valencia mining tenement. 167 drill
holes were intended to be drilled

by the third quarter of 2012, but
because of the delayed issuance of
the tenement’s permit for extension
of exploration period, there were still
no exploration activities done in the
area. Other exploration activities in
the form of geclogic mapping to find
chromite in commercial quantities will
consequently be carried out as soon
as permit for extension of exploration
period is granted.
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Hinatuan Mining Corporation {HMC)

For 2013, drilling activities were
focused on condemnation drilling

of mined out areas to confirm if the
areas had no more significant volume
of mineable materials. Drill holes were
randomly drilled on mined out areas
at 200 x 200 meters spacing and
targeted to attain 40 meters depth
from the collar elevation. By the |atter
part of 2013, production drilling was
conducted at Area 7 to update the
block model and bench plans. The
updated bench plans will be used as
reference for the production slices

of 2014 mining operation. Previous
development drill holes were in-filled
at a spacing of 12.5 meters.

For the condemnation drilling, a total
of 17 holes equivalent to 649 meters
were completed. For the production
drilling, a total of 99 holes equivalent
to 2,108 meters were completed. The
result of the production drilling will
increase the level of confidence on
the previously blocked ore resource
considering the closer spacing of the
drill holes.

The Island property in Guiuan, Eastern
Samar was partially drilled and mined
inthe 1990s. Shipments of stockpiled
ofe were made in 2004 and 2005

by contractors, which resulted in
social problems. In 2004 a Regional
Panel of Arbitrators recommended

the cancellation of the MPSA on
environmental grounds.

HMC disputed the allegations and the
Mines Adjudication Board of the DENR
upheld the MPSA in September 2009.
Since then, substantial social
development work has been
accomplished. Towards the latter part
of 2010, favorable endorsements were
received from the host communities
and local government units approving
the resumption of operations. Upon

receipt of final approval by the DENR,
HMC will commence drilling work to
delineate the deposit prior to mine
development. Previous drilling work
shows 2.5 million WMT of saprolite ore
with an average grade of 1.80% nickel
and 35.6 million WMT of limonite

ore with an average grade of 1.20%
nickel in the inferred mineral resource
category.
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GOLD AND COPPER

CEXC

CORDILLERA EXPLORATION COMPANY, I

Cordillera Exploration Co., Inc.
{CEXCI - 71.25% Owned)

CEXCI has an approved Exploration
Permit (EP) over the Manmanok
Property in Apayao Province, an
application for EP over the Kutop
Property in the province of Abra,
and an application for Financial and
Technical Assistance Agreement
{FTAA) over the Mankayan Property,
within the adjoining provinces of
Benguet, Ilocos Sur and the Mountain
Province.

Manmanok

The Manmanok property, located
within the Municipality of Conner,
Apayao Province, is covered by an EP
first granted in October 2006, and
subsequently renewed twice with

a final total area of approximately
4,996 hectares. Following the
second renewal in April 2011, a
Stage 1 exploration program was
planned and implemented. The

plan consisted of detailed mapping
and sampling, a reinterpretation of
previous geophysical and geochemical
data, followed by scout diamond
drilling over areas surrounding

the central argillic zone. A total of
nine {9) diamond drill holes with an
aggregate length of 2,368 meters
were completed in April 2013. Gold
Intercepts were encountered, mainly
as disseminations in a gquartz-bearing
volcaniclastic unit and within quartz
veins and shear zones.

The data obtained from the dril| holes
indicated a low-sulfidation epithermal-
style mineralization, although with
low ore grades, resulting in the
termination ofthe drilling program.
The possibility of higher-grade
mineralization still exists at the base
of the limestone unit as well as the
northwest extension of the argillic
zone within the tenement. A decision
on further work in these areas will be

Taking Pride in Responsible Mineral Development

made should the third renewal of the
EP be approved, which is currently
pending. The remoteness of the area,
its lack of infrastructure and other
factors will be considered in this
determination.

Kutop

The Kutop property is located within
the municipalities of Malibcong and
Daguioman in the Province of Abra,
and the municipality of Balbalan in
the Province of Kalinga. The property,
with a total area of 13,268 hectares, is
covered by an application for EP.

CEXCI is now in the process of

having the Work and Financial Plan
for the conduct of “field-based
investigations” approved. This is a
requisite for the start of the Free Prior
and Informed Consent {(FPIC) process
prior to the granting of the “Certificate
of Precondition” from the National
Commission on Indigenous Peoples
{NCIP), which is in turn a requisite for
the granting of the Exploration Permit.

Mankayan

The Mankayan Property is located
within two regions, the Cordillera
Administrative Region {CAR) and
Region I, and principally consists of
a FTAA application covering 77,549
hectares. Following publication,
and the exclusion of built-up and
agricultural areas, the final cleared
area covering the FTAA application
amounted to 54,936 hectares.

In order to systematically obtain
approval and explore such a large
area, a decision was made to convert
the FTAA application into three {3)
EP applications. The area initially
targeted for conversion is 11,169
hectares covering the Mankayan/
Cervantes area. The conversion has
been approved and designated by
MGB as EP Application-116. Currently,
the application has been endorsed
to the concerned regional offices of
the NCIP, while at the NCIP Region
I office, a Work and Financial Plan
for the conduct of the FPIC process
is now approved and ready for
execution.
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STATEMENT OF MANAGEMENT’S RESPONSIBILITY

FOR FINANCIAL STATEMENTS

The management of Nickel Asia Corporation and Subsidiaries (the “Group”) is responsible for
the preparation and fair presentation of the consolidated financial statements for the years ended
December 31, 2013 and 2012, including the additional components attached therein, in accordance
with Philippine Financial Reporting standards. This responsiblity includes designing and
implementing internal controls relevant to the preparation and fair presentation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error,

selecting and applying appropriate accounting policies, and making accounting estimates that are
reasonable in the circumstances.

The Board of Directors reviews and approves the consolidated financial statements and submits the
same to the stock holders of the Group.

SyCip, Gorres, Velayo & Co., the independent auditors, appointed by the stockholders, has
examined the consolidated financial statements of the Group in accordance with Philippine
Standards on Auditing, and in its report to the stockholders, has expressed its opinion on the
fairness of presentation upon completion of such examination.

A

\(I.mutl B. Z.lfnlol‘l Jl
Chairman of tie Bmﬁﬂ/

‘/
Gerard H. Brimo
President and Chief Executive Officer

~Emmanuel L. Samson
Senior Vice President/Chief Financial Officer

Signed this 24™ day of March 2014
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INDEPENDENT AUDITORS’ REPORT

The Stockholders and the Board of Directors
Nickel Asia Corporation and Subsidiaries

We have audited the accompanying consolidated financial statements of Nickel Asia Corporation and
its subsidiaries, which comprise the consolidated statements of financial position as at

December 31, 2013 and 2012, and the consolidated statements of income, statements of
comprehensive income, statements of changes in equity and statements of cash flows for each of the
three years in the period ended December 31, 2013, and a summary of significant accounting policizs
and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

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

Auditors’ Responsibility

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

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

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

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of Nickel Asia Corporation and its subsidiaries as at December 31, 2013 and 2012,
and their financial performance and cash flows for each of the three years in the period ended
December 31, 2013 in accordance with Philippine Financial Reporting Standards.

SYCIP GORRES VELAYO & CO.

Eleanore A. Layu a H

Partner

CPA Certificate No. 0100794

SEC Accreditation No. 1250-A (Group A),
August 9, 2012, valid until August 8, 2015

Tax Identification No. 163-069-453

BIR Accreditation No. 08-001998-97-2012,
January 11, 2012, valid until January 10, 2015

PTR No. 4225180, January 2, 2014, Makati City

March 24, 2014
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NICKEL ASIA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION ™

As at December 31,2013
{Amounts in Thousands)

December 31, January 1,
2012 2012
December 31, { As restated, (As restated,
2013 Note 2) Note 2)
ASSETS
Current Assets
Cash and cash equivalents (Note 4) B10,234,336 P9.263 451 P10,350,592
Trade and other receivables (Note 5) 839,449 937,860 1, 186295
Inventories (Note 6) 2,044,469 2,004,188 2,008,003
Available-for-sale (AF3) financial assets (Note 7) 1,257.370 1,086,104 660,223
Prepayments and other current assets (Note 8) 225412 157,944 94,284
Total Current Assets 14,601,036 13.449 547 14,269.395
Noncurrent Assets
AFS financial assets - net of current portion (Note 7) 1,181,568 1,041,934 D
Property and equipment {(Note 9) 6,585,752 5,949,928 4,216,838
Investment properties (Note 10) 29000 72,191 53,637
Investment in an associate {(Note 11) 4,112,126 3,088,929 4.371.867
Long-term stockpile inventory - net of current portion
(Note 12) 981,463 1,266,010 1,357,675
Deferred income tax assets - net {Note 33) 344 443 364,897 501,851
Other noncurrent assets (Note 13) 1,078,140 1,045,781 724,038
Total Noncurrent Assets 14,312,492 13,729,670 12,133,503
TOTAL ASSETS B28,913,528 P27.179.217 P26.402 898
LIABILITIES AND EQUITY
Current Liabilities
Trade and other payables (Note 14) P928,113 PB864,015 B1.,238.101
Current portion of long-term debt (Note 15) 117,469 116,619 124,545
Income tax payable 263,381 295,095 275,169
Total Current Liabilities 1,308,263 1 A435.729 1,637,815
Noncurrent Liabilities
Long-term debt - net of current portion (Note 15) 1,421,128 1,422,670 1,643,908
Deferred income tax liabilities - net {Note 33) 486,228 550,451 585,625
Provision for mine rehabilitation and decommissioning
(Note 16) 130,927 132,522 61,726
Deferred income - net of current portion 75,419 79,609 84,154
Pension liability (Note 32) 279,075 136,532 157,065
Total Noncurrent Liabilities 239,777 2,321,784 2,532.478
Equity Attributable to Equity Holders of the Parent
Capital steck (Note 17) 1,266,780 1,013,938 677,116
Additional paid-in capital 8,151,603 8.117.558 8,075,641
Other components of equity:
Net valuation gains on AFS financial assets
(Note 7) 99,506 65,199 20,880
Cost of share-based payment plan (Note 18) 49,524 57,464 64,308
Asset revaluation surplus 33.629 34,012 34,395
Share in curmnulative translation adjustment
{Note 11) 140,201 (136,909) 118,251
Retained earnings:
Appropriated (Note 17) 1,000,000 = =
Unappropriated 9,748,905 9,725,164 8,883,432
20,490,148 18,876,426 17.874.032
Non-controlling Interests 4,721,640 4,705 278 4,358,573
Total Equity 25,211,788 23,581,704 22,232,605
TOTAL LIABILITIES AND EQUITY P28,913,528 B227,179.217 P26,402 898

See accompanying Notes to Consolidated Financial Statements.
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NICKEL ASIA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME N

{Amounts in Thousands, Except Earnings per Share)

Years Ended December 31

2012 2011
(As restated, (As restated,
2013 Note 2) Note 2)
REVENUES (Note 31)
Sale of ore P10,475.,497 P11,143,293 B12.230,278
Services and others 634,032 463,614 464,428
11,109,529 11,606,907 12,694,706
COSTS AND EXPENSES
Cost of sales (Note 20) 4,489,294 4,467,215 3,349,690
Cost of services (Note 21) 335,292 260,399 214,260
Shipping and loading costs (Note 22) 1,398,771 1,400,550 1,286,076
Excise taxes and royalties (Note 23) 648,608 FOT.937 736,262
Marketing (Notes 36e and 361) 65,629 94,354 68.176
General and administrative (Note 24) 624,819 527,581 577,425
7,562,413 7,458.036 6,231,889
FINANCE INCOME (Note 27) 166,753 235,040 208,436
FINANCE EXPENSES (Note 28) (128.298) {(114.536) (66.615)
EQUITY IN NET LOSSES OF AN
ASSOCIATE (Note 11) (184,703) {114.639) {196,185)
OTHER INCOME - Net (Note 29) 309,783 300,262 745,200
INCOME BEFORE INCOME TAX 3,710,651 4,454,998 7,153,653
PROVISION FOR (BENEFIT FROM)
INCOME TAX (Note 33)
Current 1,169,504 1,264.270 1,619,779
Deferred (45,289) 70,428 66,236
1,124,215 1,334.698 1,686,015
NET INCOME £2,5806,436 P3.120,300 P5,467,638
Net income attributable to:
Equity holders of the parent £2,053,674 B2.207.210 B3,537,782
Non-controlling interests 532,762 013,090 1,929.856
P2,586,436 B3,120.300 P5,467,638
Earnings per share (EPS; Note 19)
Basic £0.82 P().88 P1.41
Diluted £0.81 P0.88 P1.40

See accompanying Notes to Consofidated Financial Statements.

Taking Pride in Responsible Mineral Development

I



NICKEL ASIA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

{Amounts in Thousands)

Years Ended December 31

32

2012 2011
{ As restated, (As restated,
2013 Note 2) Note 2)
NET INCOME P2,586,436 P3,120,300 P5,467,638
OTHER COMPREHENSIVE INCOME
(LOSS)
Other comprehensive income (loss) to be
reclassified to consolidated statements of
income in subsequent periods:
Share in translation adjustment of an
associate (Note 11) 307,900 (268,299) (2,401)
Income tax effect (30,790) 13,139 241
277,110 (255,160) (2,160)
Net valuation gains (loss) on AFS financial
assets (Note 7) 45,679 66,910 (23,756)
Income tax effect (Note 7) (15,636) (16,048) 7,371
30,043 50,862 (16,385)
Net other comprehensive income (loss) to be
reclassified to congolidated statements of
income in subsequent periods 307,153 (204,298) (18,545)
Other comprehensive income (loss) not to be
reclassified to consolidated statements of
income in subsequent periods:
Remeasurement gain (loss) on pension
liability (Note 32) (149,686) 92,417 1,395
Income tax effect 44,906 (27.725) (418)
(104,780) 64,692 977
Asset revaluation surplus (547) (547) (547)
Income tax effect 164 164 164
(383) (383) (383)
Net other comprehensive income (loss) not to be
reclassified to consolidated statements of
income in subsequent periods (105,163) 64,309 594
TOTAL OTHER COMPREHENSIVE
INCOME (1.OSS) - NET OF TAX 201,990 (139,989) (17,951)
TOTAL COMPREHENSIVE
INCOME - NET OF TAX P2,788,426 P2,980,311 P5.,449,687
Total comprehensive income attributable to:
Equity holders of the parent 2,292,064 P2.035.344 P3.520,200
Non-controlling interests 496,362 944,967 1,929 487
£2,788,426 P2,980,311 P5.449,687

See accompanying Notes fo Consolidated Financial Statements.
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NICKEL ASIA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FORTHE YEARS ENDED DECEMBER 31, 2013, 2012 AND 2011

(Amounts in Thousands)

Equity Attributable to Equity Holders of the Parent

Net Valuation
Cost of Gains Share in
Share-based on AFS Cumulative
Capital Additional Payment Financial Translation Assel Retained Earnings
Stock Paid-in Plan Assets Adjustment Revaluation Appropriated Non-conirolling
(Note 17) Capital (Note 18) (Note7) (Note 11) Surplus  Unappropriated  (Note 17) Total Interests Total
Balances at December 31, 2012, as previously stated P1,013,938 P3,117,558 P57,464 P65,199 B136,909) P34.012 £9,737,447 P~  P13.,388,709 P4,712,116 P23,600,825
Effect of adoption of Revised Philippine Accounting
Standards (PAS) 19 (Note 2) = = — = = — (12,283) = (12,283) (6,838) (19,121)
Balances at December 31, 2012, as restated 1,013,938 8,117,558 57,464 63,199 (136,909) 34,012 9,725,164 = 18,876,426 4,705,278 23,581,704
Net income = — = — = = 2,053,674 = 2,053,674 332,762 2,586,436
Other comprehensive income (1oss) = = = 34,307 277,110 (333) (72,644) = 238,390 (36,400) 201,990
Total comprehensive income (loss) — = = 34,307 277,110 (383) 1,981,030 — 2,292,064 496,362 2,788,426
Cost of share-based payvment plan (Note 18) = = 10,369 = = = = = 10,369 = 10,369
Cash dividends - 20,35 per common share (Note 17) = — — = = = (703,232) = (705,252) = (705,252)
704 Cash dividends - Preferred share = == = = = = (504) = (304) == (304)
Stock dividends (Note 17) 251,916 — — = — — (251,916) = = — —
Exercise of stock options (Note 18) 926 34,045 (18,309) — = = — — 16,662 — 16,662
Share of non-controlling interest in cash dividends of a
subsidiary = — = = = — = = — (480,000) (480,000)
Appropriation (Note 17) - - ~ - - - (1,000,000 1,000,000 - - -
Asset revaluation surplus transferred to retained earnings — = = = = — 383 = 383 = 383
Balances at December 31, 2013 P1,266,780 P8,151,603 P49,524 P99,506 P140,201 P33.629 £9,748,905 P1,000,000 B20,490,148 P4,721,640 P25,211,788
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NICKEL ASIA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FORTHE YEARS ENDED DECEMBER 31, 2013, 2012 AND 2011

(Amounts in Thousands}

Equity Attributable to Equity Holders of the Parent

Net
Valuation
Cost of Gaing Share in
Share-based on AFS Cumulative
Capital Additional Payment Financial Translation Agset
Stock Paid-in Plan Assets Adjustment Revaluation Retained Non-controlling

(Note 17) Capital (Note 18) (Note 7) (Note 11) Surplus Earnings Total Interests Total
Balances at December 31, 2011, as previously stated B677.116 B8,075,641 B64,308 R20,889 R118.251 B34,305 £8,920,976 B17,911,576 P4,381,233 22,292,809
Effect of adoption of Revised PAS 19 (Note 2) = = = = = = (37,544) (37,544) (22,660) (60,204)
Balances at December 31,2011, asrestated 677,116 8,075,641 64,308 20,889 118251 34,305 8,883,432 17,874,032 4,358,573 22,232,603
Net income — — — — — 2,207,210 2,207,210 913,090 3,120,300
Other comprehensive income {loss) - - - 44,310 (255,160) (383) 39,367 (171,866) 31,877 (139,989)
Total comprehengve income (logs) — — — 44,310 (255,160) (383) 2,246 577 2,035 344 944,967 2,980,311
Cost of share-based payment (Note 18) = = 2,759 = = = = 2,759 = 2,759
Cash dividends - £0.80 per common share (Note 17) - - - - - - (1.073.452) (1.073,452) - (1,073.452)
7% Cagh dividends - Preferred shave - - - - - - (504) (504) - (304)
Stock dividends (Note 17) 335579 = = = = — (335,579 = — £
Exercige of stock options (Note 18) 1,243 41,917 9,603) - - - - 33.557 — 33557
Share of non-controlling interest in cash dividends of a subsidiary = = - - - - = = (600,000) (600,000}
Redmucturing of a subsidiary - - - - - 4,307 4,307 1,738 6,045
Asset revaluation surplus transferred to refained earnings — — — — ~ —~ 383 383 — 383
Balances at December 31,2012 £1,013,938 £8,117 558 B57,464 £65,199 (B136,909) £34,012 £9 725,164 £18,876,426 84,705,278 £23,561,704
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NICKEL ASIA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FORTHE YEARS ENDED DECEMBER 31, 2013, 2012 AND 2011

(Amounts in Thousands)

Equity Attributable to Equity Holders of the Parent

Net
Valuation
Cogt of Gains (Loss) Share in
Additional Share-based on AFS Cumul ative Asset
Capital Paid-in Payment Financial Trandation Revaluation Retained Non-controlling
Stock Capital Plan Agsets Adjustment Surplus Earnings Total Interests Total
Balances at December 31, 2010, as previoudy sated B677.116 PE.075,641 P1,101 P37,589 120,411 P34,778 P6,055,043 P15,001,679 $3,141,889 P1R,143 568
Effect of adoption of Revised PAS 19 (Note 2) = = = = — = (40,513) {40,513) (22,749) (63,262)
Balances at December 31,2010, asrestated 677116 8,075,641 1,101 37,589 120,411 34,778 6,014,530 14,961,166 3,119,140 18,080,306
Net income — — — = — = 3,537,782 3,537,782 1,929,856 5,467,638
Other comprehensive income (loss) — = = (16,700) (2,160) (383) 1,661 (17,582) (369) (17.951)
Total comprehensive income (loss) — — — (16,700) (2,160) (383) 3,539,443 3,520,200 1,929,487 5,449.687
Cost of share-based payment - - 63,207 - - - - 63,207 - 63,207
Cash dividends - 0.50 per common share (Note 17) — - - - — - (669,916) (669,916) — (669.916)
7% Cash dividends - Preferred share - . - — - - (1,008) (1,008) - (1,008)
Share of non-controlling interest in cash dividends of a subsidiary - - - - - - - - (757,500) (757,500)
Share of non-controlling interest in a subsidiary - - — - - - - - 67,446 67,446
Asset revaluation surplus transferred to retained earnings — — — - — — 383 383 - 383
Balances at December 31, 2011 P677,116 P8.075,641 B64 308 P20.889 P118,251 B34 395 BR,883,432 P17,874,032 P4 358,573 P22,232,605

See qeeompaiping Motes to Consolidated Financial Sotements.
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NICKEL ASIA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS N
{Amounts in Thousands)
Years Ended December 31
2012 2011
{As restated, (As restated,
2013 Note 2) Note 2)
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax B3,710,651 B4 454 998 B7.153.653
Adjustments for:
Depreciation, amortization and
depletion (Note 26) 1,262,651 981,883 733,321
Equity in net losses of an associate (Note 11) 184,703 114,639 196,185
Interest income (Note 27) (156,288) (226,414) (208,436)
Dividend income (Notes 7 and 29) (62,654) (192,720) {436,369)
Movements in pension liability 49,841 34,451 35,651
Unrealized foreign exchange losses
(gaing) - net (Note 29) 41,647 (40,294) (23,773)
Interest expense (Notes 21 and 28) 38,313 63,989 45,108
Cost of share-based payment plan (Note 18) 10,369 R 63,207
Accretion interest on provision for mine
rehabilitation and decommissioning
(Notes 16 and 28) 8,554 13,539 10,355
Loss (gain)on :
Sale of investment properties (Note 29) (145,095) - ~
Sales of property and equipment (Note 29) (82,005) 1,369 2,896
Valuation on AFS financial assets transferred
from equity to statement of income - net
(Notes 7, 27 and 28) {7,308) (6,490) 18,316
Write-up of long-term stockpile
inventory { Note 29) - - {573,090)
Casualty losses (Note 29) 2,785 = 239,459
Operating income before working capital changes 4,856,164 5,201,709 7,256,983
Decrease (increase) in:
Trade and other receivables 88,383 219,027 (46,994)
Inventories 244,266 95,480 (450,008)
Other current assets (66,947) (63,655) (41.461)
Increase (decrease) in trade and other payables 73,959 (298 964) 276,229
Net cash generated from operations 5,195,825 5,153,597 6,994,749
Income taxes paid (1,201,218) (1,244,344) (1,666,737)
Interest received 166,316 225 818 208.436
Interest paid (40,001) (56,107) (42,721)
Net cash flows from operating activities 4,120,922 4,078,964 5,495,727
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of:
Property and equipment and investment
properties (Notes @ and 10) (1,931,125) (2.719,033) (1,293.765)
AFS financial assets (Note 7) (374,074) (574,747 (889,929
Proceeds from:
Sale of investment properties 185,576 - -
Sale of AFS financial assets 119,172 77,753 674,387

(Forward)
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NICKEL ASIA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS N

(Amounts in Thousands)

Years Ended December 31
2012 2011
{As restated, (As restated,
2013 Note 2) Note 2)
Proceeds from:

Sale of property and equipment P110,711 B5,115 £401
Dividends recetved 62,654 192,720 436,369
Decrease (increase) in other noncurrent assets (85,997) (280,460) 253,331
Net cash flows used in investing activities (1,913,083) (3,298,652) (819.206)
CASH FLOWS FROM FINANCING

ACTIVITIES
Proceeds from:

Exercise of stock options 16,662 3T -

Availment of long-term debt - - 308,142

Investment of non-controlling interest in a

subsidiary - — 67,446
Increase (decrease) in deferred income (12,867) 4,132 355
Payments of:

Cash dividends (WNotes 17 and 30) (1,185,252) (1,673,452) (1,428.424)

Long-term debt (118,473) (123,371) (85,598)

Rehabilitation cost (Note 16) (10,149) — —
Net cash flows used 1n financing activities (1,310,079) {1,759,134) (1,138,079)
NET INCREASE (DECREASE) IN CASH

AND CASH EQUIVALENTS 897,760 (978,822) 3,536,442
CASH AND CASH EQUIVALENTS AT

BEGINNING OF YEAR 9,263,451 10,350,592 6,805,968
EFFECT OF EXCHANGE RATE CHANGES

IN CASH AND CASH EQUIVALENTS 73,125 (108,319) 3,182
CASH AND CASH EQUIVALENTS AT END

OF YEAR (Note 4) £10,234,336 £0.263.451 £10,350,592

See accompanying Notes 1o Consolidated Financial Statements.
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NICKEL ASIA CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Amounts in Thousands, Except Number of Shares, Per Share Data and as Indicated)

Corporate Information

Nickel Asia Corporation (NAC, Parent Company) was registered with the Philippine Securities
and Exchange Commission (SEC) on July 24, 2008. The Parent Company is primarily engaged in
investing in and holding of assets of every kind and description and wherever situated. as and to
the extent permitted by law. It is also registered, within the limits prescribed by law, to engage in
the business of mining of all kinds of ore, metals and minerals.

On November 22, 2010, the Company was listed on the Philippine Stock Exchange (PSE) with an
initial public offering (IPO) of 304.500,000 common shares (consisting of 132,991,182 shares
held in treasury and new common shares of 171,508,818 with an offer price of #15.00 per share.
which is equivalent to B8.00 per share after the stock dividends (see Note 17).

Parent Company Ownership Map

NAC
{Parent Company)

ﬁ_/

e ™
Hinatuan Mining Cagdianno Mining Taganito Mining i 1uba Nickel Shmar Nidkel Cbetlldm CammiHPAL
Corporation Corporation ('(‘IT.\J I'.J.ll.l?ll Mining Corporation Mining Resources Lxploration Co,, Ine, Nicke! Corporation
fHMC) (CMC) (M) (RINF Corp.: (SNMRC) (CECTy {THNC)
| O ) 1100} [65%) 1600} {100 (71,25%) (22.5%)
. S
| ]33:33% |
g 33.33% 33.33%
La Costu Shipping and ] 3.3 e
Liglterage Falek Exp Inc. t_i. .,ml.n.._. \(.;\:l{
Carpewration {LCSLCY (FEL arpangon | )
(100%%) (1M
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The Subsidiaries

HMC

HMC was registered with the SEC on October 9, 1979, is a one hundred percent (100%) owned
subsidiary of the Company and is primarily engaged in the exploration, mining and exporting of
nickel ore located in Hinatuan and Nonoc Islands, Surigao del Norte and Manicani Island, Eastern
Samar. The registered office address of HMC is at 29th floor NAC Tower 32nd Street, Bonifacio
Global City, Taguig.

cMC

CMC was registered with the SEC on July 25, 1997, is a one hundred percent (100%) owned
subsidiary of the Company and is primarily engaged in the exploration, mining and exporting of
nickel ore located in Barangay Valencia, Municipality of Cagdianao, Province of Dinagat Island.
The registered office address of CMC is at 29th floor NAC Tower 32nd Street, Bonifacio Global
City, Taguig.

TMC

TMC was registered with the SEC on March 4, 1987, is a sixty-five percent (65%) owned
subsidiary of the Company and is primarily engaged in the exploration, mining and exporting of
nickel ore located in Claver, Surigao del Norte. TMC also provides non-mining services such as
handling, hauling and transportation of materials required in the processing operations of THNC.
The registered office address of TMC is at 29th floor NAC Tower 32nd Street, Bonifacio Global
City, Taguig.
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RIN

RTN was registered with the SEC on July 15, 1965, 1s a sixty percent (60%) owned subsidiary of
the Company and is primarily engaged in the exploration, mining and exporting of nickel ore
located in Barangay Rio Tuba, Municipality of Bataraza, Palawan and providing non-mining
services. The registered office address of RTI is at 29th floor NAC Tower 32nd Street, Bonifacio
Global City, Taguig.

FEI

FEI was registered with the SEC on November 22, 2005, is an eighty-eight percent (88%) owned
subsidiary of the Company through HMC, CMC and TMC, and is primarily engaged in the
business of exploring, prospecting and operating mines and quarries of all kinds of ores and
minerals, metallic and non-metallic. FEI is dormant until the Company decides to resume its
operations. The registered office address of FEI is at 29th floor NAC Tower 32nd Street,
Bonitfacio Global City, Taguig.

LS

LCSLC was registered with the SEC on October 23, 1992, 1s a one hundred percent (100%)
owned subsidiary of the Company through HMC, and 1s primarily engaged in the chartering out of
Landing Craft Transport (LCT) and providing complete marine services. The registered office
address of the Company 1s at 29th floor NAC Tower 32nd Street, Bonifacio Global City, Taguig,
LCSLC was acquired by HMC i April 2010.

SNMRC

SNMRC was registered with the SEC on March 11, 2010, 1s a one hundred percent (100%) owned
subsidiary of the Company and 1s primarily engaged in the exploration, mining and exporting of
mineral ores. SNMRC has not vet started commercial operations. The registered office address of
SHNMRC 18 at 29th floor NAC Tower 32nd Street, Bonifacio Global City, Taguig.

CExCl

CExCI was registered with the SEC on October 19, 1994, 1s a seventy-one percent (71%) owned
subsidiary of the Company and is primarily engaged in the business of large-scale exploration,
development and utilization of mineral resources. CExCI has a number of mining properties at
various stages of exploration. It is currently not engaged in any development or commercial
production activities. The registered office address of CExCI is at 29th floor NAC Tower 32nd
Street, Bonifacie Global City, Taguig,

Executive Order (EQ) 79

On Tuly 12, 2012, EQ 79 was released to lay out the framework for the implementation of mining
reforms in the Philippines. The policy highlights several issues that includes area of coverage of
mining, small-scale mining, creation of a council, transparency and accountability and reconeiling
the roles of the national government and local government units. Management believes that

EO 792 has no majer impact on its current operations since the operating subsidiaries and mines are
covered by existing Mineral Production Sharing Agreements (MPSA) with the government.
Section 1 of EO 79, provides that mining contracts approved before the effectivity of the EO shall
continue to be valid, binding, and enforceable so long as they strictly comply with existing laws,
rules and regulations and the terms and conditions of their grant. The EO could, however, delay or
adversely affect the conversion of the Group’s mineral properties covered by Exploration Permits
or Exploration Permit Application or Application for Production Sharing Agreements given the
provision of the EO on the moratorium on the granting of new mineral agreements by the
government until a legislation rationalizing existing revenue sharing schemes and mechanisms
shall have taken effect.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

On March 24, 2014, the Board of Directors (BOD) of the Parent Company approved the
amendment of its Articles of Incorporation to reflect the change in its principal office address from
6th floor NAC Centre, 143 Dela Rosa Street, Legaspi Village, Makati City to NAC Tower 32nd
Street, Bonifacio Global City, Taguig, subject to the approval of the Parent Company’s
stockholders in June 2014 (see Note 37).

The consolidated fnancial statements as at December 31, 2013 and 2012 and for each of the three
years in the period ended December 31, 2013 were authonzed for issuance by the Parent
Company’s BOD on March 24, 2014

2. Basis of Preparation and Consolidation, Statement of Compliance and Summary of
Significant Accounting Policies

Basis of Preparation

The consolidated financial statements have been prepared on a historical cost basis, except for
AFS financial assets which are measured at fair value. The consolidated financial statements and
these notes are presented in Philippine peso, the Parent Company’s and its subsidiaries’” functional
currency. All amounts are rounded to the nearest thousand (PO00), except when otherwise
indicated.

The consolidated financial statements provide comparative information in respect of the previous
period. In addition. the Group presents an additional consolidated statement of financial position
at the beginning of the earliest period presented when there is a retrospective application of an
accounting policy, a retrospective restatement, or a reclassification of items in the consolidated
financial statements. An additional consolidated statement of financial position as at

January 1, 2012 1s presented in these consolidated financial statements due to retrospective
application of certain accounting policy as discussed below in changes in accounting policy and
disclosures.

The specific accounting policies followed by the Group are disclosed in the following section.

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

Basis of Consolidation from January 1, 2010
The consolidated financial statements include the Parent Company and the following subsidiaries
{collectively referred to as the Group) and associate:

Principal Place Principal Effective Ownership
of Business Activities 2013 2012
Subsidiaries
HMC Philippines Mining 100.00% 100.00%
CMC Philippines Mining 100.00% 100.00%
SNMRC Philippines Mining 100.00% 100.00%
LEsLE® Philippines Services 100.00% 100.00%
EEI* Philippines Mining 88.00% 88.00%
{Forward)
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Principal Place Principal Effective Ownership

of Business Activities 2013 2012
CExCI Philippines Mining 71.25% 71.25%
Mining and
TMC Philippines Services 65.00% 65.00%
Mining and
RTN Philippines Services 60.00% 60,00%
Associate
THNC Philippines Manufacturing 22.50% 22 .50%

*Direct and indirect ownership

The consolidated financial statements comprise the financial statements of the Group as at
December 31 of each year. The financial statements of the subsidiaries are prepared for the same
reporting year as the parent company using uniform accounting policies.

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

Control 1s achieved when the Parent Company is exposed, or has rights, to variable returns from
its involvement with the mvestee and has the ability to affect those retumns through its power over
the investee.

Specifically, the Parent Company controls an investee if and only if the Parent Company has:

s Power over the investee (i e existing rights that give it the current ability to direct the relevant
activities of the investee) ;

s Hxposure, or rights, to variable returns {rom its mvolvement with the investee; and

s The ability to use its power over the investee to affect its returns.

When the Parent Company has less than a majority of the voting or similar rights of an investee,
the Parent Company considers all relevant facts and circumstances in assessing whether it has
power over an investee, mcluding:

s The contractual arrangement with the other vote holders of the investee;

s Rights arising from other contractual arrangements; and

s The Parent Company’s voting rights and potential voting rights.

The Parent Company re-assesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control. Consolidation of a
subsidiary begins when the Parent Company obtaings control over the subsidiary and ceases when
the Parent Company loses control of the subsidiary. Assets, liabilities, income and expenses of a
subsidiary acquired or disposed of during the year are mcluded in the consolidated statement of
income from the date the Parent Company gains control until the date the Parent Company ceases
to control the subsidiary.

Consolidated statement of income and each component of consolidated statement of
comprehensive income are attributed to the equity holders of the Parent Company and to the
non-controlling interests (NCI), even 1f this results in the NCI having a deficit balance. When
necessary, adjustments are made to the separate financial statements of the subsidiaries to bring
their accounting policies in line with the Group’s accounting policies.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NCI
NCI represents interest n a subsidiary that 1s not owned, directly or indirectly, by the Parent
Company.

NCI represents the portion of profit or loss and the net assets not held by the Group. Transactions
with non-controlling interest are accounted for using the entity concept method, whereby the
difference between the consideration and the book value of the share of the net assets acquired is
recognized as an equity transaction.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an

equity transaction. If the Parent Company loses control over a subsidiary, it:

» Derecognizes the assets (including goodwill) and habilities of the subsidiary;

s Derecognizes the carrying amount of any non-controlling interests;

s Derecognizes the cumulative translation differences recorded in equity;

e Recognizes the fair value of the consideration received,

Recognizes the fair value of any investment retained,;

Recognizes any surplus or deficit in the consolidated statement of income; and

e Reclassifies the Parent Company’s share of components previously recognized in the
consolidated statement of comprehensive income to consolidated statement of income or
retained eamings, as appropriate, as would be required if the Parent Company had directly
disposed of the related assets or liabilities.

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

Basis of Consolidation Prior to January 1. 2010

The above mentioned requirements were applied on a prospective basis. The following

differences, however, are carried forward in certain instances from the previous basis of

consolidation:

s Non-controlling interests represented the portion of profit or loss and net assets in the
Subsidiaries not held by the Group and are presented separately in the consolidated statement
of income, consolidated statement of comprehensive income, consolidated statement of
changes in equity and consolidated statement of financial position separately {rom the parent’s
equity.

» Acquisition of non-controlling interest is accounted for using the entity concept method,
whereby the difference between the consideration and the book value of the share of the net
assets acquired is recognized as an equity transaction.

e Losses incurred by the Group were attributed to the non-controlling interest until the balance
was reduced to nil. Any further excess losses were attributable to the parent, unless the non-
controlling interest had a binding obligation to cover these.

¢ [pon loss of control, the Group accounted for the investment retained at its proportionate
share of net asset value at the date control was lost.

Changes in Accounting Policies and Disclosures
The accounting policies adopted are consistent with those of the previous financial year except for

the following amended PFRS, PAS, and Philippine Interpretations which were adopted as at
January 1, 2013.
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PERS 7, Financial Instruments: Disclosures - Offsetting Financial Assets and Financial

Liabifities (Amendments)

These amendments require an entity to disclose information about rights of set-off and related

arrangements (such as collateral agreements). The new disclosures are required for all

recognized financial instruments that are set off in accordance with PAS 32, Financial

Instrument: Presentation. These disclosures also apply to recognized financial mstruments

that are subject to an enforceable master netting arrangement or “similar agreement”,

wrrespective of whether they are set-off in accordance with PAS 32, The amendments require

entities to disclose, in a tabular format, unless another format is more appropriate, the

following minimum quantitative information. This is presented separately for financial assets

and financial liabilities recognized at the end of the reporting period:

a) The gross ameunts of these recognized financial assets and recognized financial liabilities;

b) The amounts that are set off in accordance with the criteria in PAS 32 when determining
the net amounts presented in the consolidated statement of financial position;

¢) The net amounts presented in the consolidated statement of financial position,

d) The amounts subject to an enforceable master netting arrangement or similar agreement
that are not otherwise included in (b) above, including:

1. Amounts related to recognized financial instruments that do not meet some or all
of the offsetting criteria in PAS 32; and
1. Amounts related to financial collateral (including cash collateral); and

e) The net amount after deducting the amounts in (d) from the amounts in (¢) above.

The amendments affect disclosures only and have no impact on the Group’s financial position
or performance.

PERS 10, Consolidated Financial Statements

The Group adopted PFRS 10 in the current year. PFRS 10 replaced the portion of PAS 27,
Consolidated and Separate Financial Statements, that addressed the accounting for
consolidated financial statements. It also included the issues raised in Standing Interpretations
Committee (SIC) 12, Consolidation - Special Purpose Entities. PFRS 10 established a single
control model that applied to all entities including special purpose entities. The changes
introduced by PFRS 10 require management to exercise significant judgment to determine
which entities are controlled, and therefore, are required to be consolidated by a parent,
compared with the requirements that were in PAS 27. The adoption of this standard did not
have a significant impact on the Group’s statement of financial position and performance and
that the Parent Company retained the control of the companies under the Group.

PFRS 11, Joint Arvangements

PFRS 11 replaced PAS 31, Interests inJoint Ventures, and SIC 13, Jointly Controlled
Entities - Non-Maonetary Contributions by Venturers. PFRS 11 removed the option to account
for jointly controlled entities using proportionate consolidation. Instead, jointly controlled
entities that meet the definition of a joint venture must be accounted for using the equity
method. The Group has assessed that the application of PERS 11 has no impact on the
Group’s financial position or performance.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

s PFRS 12, Disclosure of Interests in Other Enlities

PFRS 12 sets out the requirements for disclosures relating to an entity’s interests in

subgidiaries, joint arrangements, associates and structured entities. The requirements in
PFRS 12 are more comprehensive than the previously existing disclosure requirements for
subsidiaries (for example, where a subsidiary is controlled with less than a majority of voting
rights). While the Group has subsidiaries with material noncontrelling interests, there are no

unconsolidated structured entities. PFRS 12 disclosures are provided in Note 30.

e PFRS 13, Fair Value Measurement

PERS 13 establishes a single source of guidance under PFRSs for all fair value measurements.
PFRS 13 does not change when an entity is required to use fair value, but rather provides
guidance on how to measure fair value under PFRS. PFRS 13 defines fair value as an exit

price. PFRS 13 also requires additional disclosures.

As a result of the guidance in PERS 13, the Group re-assessed its policies for measuring fair

values, in particular, its valuation inputs such as non-performance risk for fair value

measurement of liabilities. The Group has assessed that the application of PERS 13 has not
materially impacted the fair value measurements of the Group. Additional disclosures, where
required, are provided in the individual notes relating to the assets and liabilities whose fair

values were determined.

o  PAS 1, Presentation of Financial Statements - Presentation of Hems of Other Comprehensive

Income or OCI (Amendments)

The amendments to PAS 1 introduced a grouping of items presented in OCI. Ttems that will
be reclassified (or “recycled”) to the consolidated statement of income at a future point in time
(for example, upon derecognition or settlement) will be presented separately from items that
will never be recycled The amendments were applied retrospectively and resulted to the

modification of the presentation of items of OCI on the consolidated statements of

comprehensive income.

s  PAS 19, Employee Benefits (Revised)

The revised standard includes a number of amendments that range from fundamental changes
such as removing the corridor mechanism and the concept of expected returns on plan assets
to simple classilications and rewordings. The revised standard also requires new disclosures

such as, among others:

a) a sensitivity analysis for each significant actuarial assumption;
by information on asset-liability matching strategies;

¢) duration of the defined benefit obligation; and

d) disaggregation of plan assets by nature and risk.

For defined benefit plans, the Revised PAS 19 requires all actuarial gains and losses to be
recognized in OCI and unvested past service costs previcusly recognized over the average
vesting period to be recognized immediately in the consolidated statement of ncome when

neurred.

Prior to adoption of the Revised PAS 19, the Group recognized actuarial gains and losses as
income or expense when the net cumulative unrecognized gains and losses for each individual
plan at the end of the previous peried exceeded 10% of the higher of the defined benefit
obligation and the fair value of the plan assets and recognized unvested past service costs as
an expense on a straight-line basis over the average vesting period until the benefits become

vested.
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Upon adoption of the revised PAS 19, the Group changed its accounting policy to recognize
all actuarial gaing and losses in OCI and all past service costs in the consolidated statement of
income in the period they oceur.

The Revised PAS 19 replaced the interest cost and expected return on plan assets with the
concept of net interest on defined beneflit hability or asset which is calculated by multiplying
the net balance sheet defined benefit hability or asset by the discount rate used to measure the
emplovee benefit obligation, each as at the beginning of the annual period

The Revised PAS 19 also amended the definition of short-term employee benefits and requires
employee benefits to be classified as short-term based on expected timing of settlement rather
than the employee’s entitlement to the benefits.

In addition, the Revised PAS 19 modifies the timing of recognition for termination benefits.
The modification requires the termination benefits to be recognized at the earlier of when the
offer cannot be withdrawn or when the related restructuring costs are recognized.

Changes to definition of short-term employee benefits and timing of recognition for
termination benefits do not have any impact to the Group’s financial position and financial
performance.

The changes in accounting policies have been applied retrospectively. The effects of adoption
on the consolidated financial statements are as follows:

As at December 31, 2013

Under previous Inerease  Under revised
PAS 19 {decrease) PAS 19
Consolidated statements of financial
position:
Pension liability P135,028 B144,047 £279,075
Deferred mcome tax assets 301,229 43,214 344,443
Retained earnings attributable to:
Equity holders of the parent 9,811,708 (62,803) 9,748,905
Non-controlling interests 4,759,670 (38,030) 4,721,640
Asg at December 31, 2012, as restated
As previously Increase
reported {decrease) As restated
Consolidated statements of financial
position:
Pension asset under “Other
noncurrent assets” P38,566 £18.420 B56,986
Deferred mcome tax assets 351,173 13,720 364,897
Pension Liabihity 90,797 45.735 136,532
Deferred income tax habilities 544,925 5.526 550,451
Retained earnings attributable to:
Equity holders of the parent 9,737,447 (12,283) 9.725.164
Non-controlling interests 4,712,116 (6,538) 4,705,278
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As at January 1, 2012

As previously Increase
reported {decrease) As restated
Consolidated statements of financial
position:
Pension asset under “Other

noncurrent assets”

{Pension liability) P3,873 (P33,582) (B29,709)
Deferred income tax assets 486,124 15727 501,851
Pension liability 74,932 52,424 127.356
Deferred income tax liabilities 595,700 (10,075) 585,625
Retained earnings attributable to:

Equity holders of the parent 8,920,976 (37,544) 8,883,432

Non-controlling interests 4,381,233 (22,660) 4,358,573

For the year For the year For the vear
ended ended ended
December 31, December 31, December 31,
2013 2012 2011
Consolidated statements of income:
Increase (decrease)
Net pension costs (B3,619) B3 )T (BP2.973)
Provision for income tax 1,086 (10,118) 892
Net income attributable to:
Equity holders of the parent 1,588 (14,106) 1,308
Non-controlling interests 945 (9.503) 773
Consolidated statements of
comprehensive income:
Increase (decrease)
Remeasurements of pension

liability (130,855) 92.417 1,395
Income tax effects 39,256 (27,725) (418)
Total comprehensive income (logs) attributable to:

Equity holders of the parent (57,875) 25,261 2,969

Non-controlling interests (31,191) 15,822 89

The net effect of all transitions adjustments are closed to retained earnings on the transition
date. The Revised PAS 19 has been applied retrospectively from January 1, 2012, in
accordance with its transitional provisions. Consequently, the Group has restated its reported
results throughout the comparative periods presented and reported the cumulative effect as at
January 1, 2012 as adjustment to opening balances.

The application of Revised PAS 19 did not have a material effect on the consolidated

statements of cash flows. The effect on the earnings per share and disclosures on segment
information for the years ended December 31, 2013, 2012 and 2011 is not material.
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Change of Presentation

Upon adoption of the Revised PAS 19, the presentation of the consolidated statement of
income was updated to reflect these changes. Net interest is now shown under the finance
income/expense line item (previously under personnel expenses). This presentation better
reflects the nature of net interest since it corresponds to the compounding effect of the long-
term net defined benefits pension hability (net defined benefits pension asset). In the past, the
expected return on plan assets reflected the individual performance of the plan assets, which
were regarded as part of the operating activities.

= PAS 27, Separate Financial Statements (as revised m 2011)
As a consequence of the issuance of the new PFRS 10, Consclidated Financial Statements,
and PERS 12, Disclosure of Interests in Other Entities, whal remains of PAS 27 is limited to
accounting for subsidiaries, jointly controlled entities, and associates in the separate financial
statements. The adoption of the amended PAS 27 did not have a significant impact on the
separate financial statements of the entities in the Group.

o PAS 28, Investments in Associates and Joint Ventures (as revised in 2011)
As a consequence of the issuance of the new PFRS 11, Joint Arrangements, and PFRS 12,
Disclosure of Interests in Other Entities, PAS 28 has been renamed PAS 28, Investments in
Associates and Joint Ventures, and describes the application of the equity method to
investments in joint ventures in addition to associates. The amendments affect disclosures
only and have no material impact on the Group’s financial position or performance.

s Philippine Interpretation International Financial Reporting Interpretations Committee
(IFRIC) 20, Stripping Costs in the Production Phase of a Surface Mine
This interpretation applies to waste removal costs (“stripping costs™) that are incurred in
surface mming activity during the production phase of the mine (“production stripping costs™).
If the benefit from the stripping activity will be realized in the current period, an entity is
required to account for the stripping activity costs as part of the cost of inventory. When the
benefit is the improved access to ore, the entity should recognize these costs as a non-current
asset, only if certain criteria are met (“stripping activity asset”). The stripping activity asset is
accounted for as an addition to, or as an enhancement of, an existing asset. After initial
recognition, the stripping activity asset is carried at its cost or revalued amount less
depreciation or amortization and less impairment losses, in the same way as the existing asset
of which it 1s a part.

Annual Improvements to PERSs (2009-2011 cycle)
The annual improvements to PERSs (2009-2011 cyele) contain non-urgent but necessary
amendments to PERSs. The Group adopted these amendments for the current year.

s PFRS 1, First-time Adoption of PFRS - Borrowing Costs
The amendment clarifies that, upon adoption of PFRS, an entity that capitalized borrowing
costs m accordance with its previous generally accepted accounting principles, may carry
forward, without any adjustment, the amount previously capitalized in its opening statement of
financial position at the date of transition. Subsequent to the adoption of PFRS, borrowing
costs are recognized in accordance with PAS 23, Borrowing Costs. The amendment does not
apply to the Group as it is not a first-time adopter of PFRS.
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s PAS 1, Presentation of Financial Statements - Clarification of the Requirements for

Comparative Information

These amendments clarify the requirements for comparative information that are disclosed
voluntarily and those that are mandatory due to retrospective application of an accounting
policy, or retrospective restatement or reclassification of items in the financial statements. An
entity must mclude comparative information in the related notes to the financial statements
when it voluntarily provides comparative information beyond the minmmum required
comparative period. The additional comparative period does not need to contain a complete
set of financial statements. On the other hand, supporting notes for the third balance sheet
{mandatory when there is a retrospective application of an accounting policy, or retrospective
restatement or reclassification of items in the financial statements) are not required As a
result, the Group has not included complete comparative information in respect of the epening
consolidated statement of financial position as at January 1, 2012. The amendments affect
disclosures only and have no impact on the Group’s financial position or performance.

s PAS 16, Property, Plant and Equipment - Classification of Servicing Equipment

The amendment clarifies that spare parts, stand-by equipment and servicing equipment should
be recognized as property, plant and equipment when they meet the definition of property,
plant and equipment and should be recognized as inventory if otherwise. The amendment has

no significant impact on the Group’s financial position or performance.

s  PAS 32, Financial Instruments: Presentation - Tex Effect of Distribution to Holders of Equity

Instruments

The amendment clarifies that income taxes relating to distributions to equity holders and to
transaction costs of an equity transaction are accounted lor in accordance with PAS 12,
Income Toxes. The amendment does not have any significant impact on the Group’s financial

position or performance.

o  PAS 34, Interim Financial Reporting - Interim Financial Reporting and Segment Information

Jor Total Assets and Liabilities

The amendment clarifies that the total assets and liabilities for a particular reportable segment
need to be disclosed only when the amounts are regularly provided to the chief operating
decision maker and there has been a material change from the amount disclosed in the entity’s
previeus annual financial statements for that reportable segment. The amendment affects
disclosures only and has no impact on the Group’s financial position er performance.

New Accounting Standards, Interpretations and Amendments Effective Subsequent to

December 31, 2013

The Group will adopt the following standards and interpretations enumerated below when these
become effective. Except as otherwise indicated, the Group does not expect the adoption of these
new and amended standards and interpretations to have a significant impact on its consolidated

financial statements.

»  PAS 36, Impairment of Assets - Recoverable dmount Disclosures for Non-Financial Assets

{Amendments)

These amendments remove the unintended consequences of PFRS 13 on the disclosures
required under PAS 36. In addition, these amendments require disclosure of the recoverable
amounts for the assets or cash-generating units (CGUs) for which impairment loss has been
recognized or reversed during the period. These amendments are effective retrospectively for
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annual periods beginming on or after January 1, 2014 with earlier application permitted,
provided PERS 13 is also applied. The amendments affect disclosures only and have no
impact on the Group’s financial position or performance.

Investment Entities (Amendments to PFRS 10, PFRS 12 and PAS 27)

These amendments are effective for annual periods beginming on or after January 1, 2014
They provide an exception to the consolidation requirement for entities that meet the
definition of an investment entity under PFRS 10, The exception to consolidation requires
investment entities to account for subsidiaries at fair value through profit or loss (FVPL). It is
not expected that this amendment would be relevant to the Group since none of the entities in
the Group would qualify to be an investment entity under PFRS 10.

Philippine Interpretation IFRIC 21, Levies

IFRIC 21 clarifies that an entity recognizes a liability for a levy when the activity that triggers
payment, as identified by the relevant legislation, occurs. For a levy that is triggered upon
reaching a minimum threshold, the interpretation clarifies that no liability should be
anticipated before the specified minimum threshold is reached. IFRIC 21 is effective for
annual periods beginning on or after January 1, 2014. The Group does not expect that

[FRIC 21 will have material financial impact in future consolidated financial statements.

PAS 39, Financial Instruments: Recognition and Measurement - Novation of Derivatives and
Continuation of Hedge Accounting (Amendments)

These amendments provide relief from discontinuing hedge accounting when novation of a
derivative designated as a hedging instrument meets certain criteria. These amendments are
effective for annual periods beginning on or after January 1, 2014. The Group has no
derivatives during the current period which will be considered for future novations.

PAS 19, Employee Benefits - Defined Benefit Plans: Employee Contributions (Amendments)
The amendments apply to contributions from employees or third parties to defined benefit
plans. Contributions that are set out 1n the formal terms of the plan shall be accounted for as
reductions to current service costs if they are linked to service or as part of the
remeasurements of the net defined benefit asset or liability if they are not linked to service.
Contributions that are discretionary shall be accounted for as reductions of current service cost
upon payment of these contributions to the plans. The amendments to PAS 19 are to be
retrospectively applied for annual periods beginning on or after July 1, 2014

PAS 32, Financial Instruments: Presentation - Offsetting Financial Assets and Financial
Liabilities (Amendments)

The amendments clarify the meaning of “currently has a legally enforceable right to set-off”
and also clarify the application of the PAS 32 offsetting criteria to settlement systems (such as
central clearing house systems) which apply gross settlement mechanisms that are not
simultaneous. The amendments affect presentation only and have no impact on the Group’s
financial position or performance. The amendments to PAS 32 are to be retrospectively
applied for annual periods beginning on or after January 1, 2014
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Awnnual Improvements (o PERSs (2010-2012 cycle)

The annual improvements to PFRSs (2010-2012 cyele) contain non-urgent but necessary

amendments to the following standards:

e PFRS 2, Share-based Payment - Definition of Vesting Condition

The amendment revised the definitions of vesting condition and market condition and added
the definitions of performance condition and service condition to clarify various issues. This
amendment shall be prospectively applied to share-based payment transactions for which the
grant date is on or after July 1, 2014, The Group shall consider this amendment for future

impact on the Group’s financial position or performance.

s PFRS 3, Business Combinations - Accounting for Contingent Consideration in a Business

Combination

The amendment clarifies that a contingent consideration that meets the definition of a finaneial
instrument should be classified asa financial liability or as equity in accordance with PAS 32,
Contingent consideration that 1s not classified as equity is subsequently measured at FVPL
whether or not it falls within the scope of PFRS 9 (or PAS 39, if PFRS 9 1s not yet adopted).

The amendment shall be prospectivelv applied to business combinations for which the
acquisition date 15 on or after July 1, 2014, The Group shall consider this amendment for

future business combinations.

s PERS 8, Operating Segments - Aggregation of Operating Segments and Reconciliation of the

Total of the Reportable Segments’ Assets to the Entity’s Assets

The amendments require entities to disclose the judgment made by management in
aggregating two or more operating segments. This disclosure should include a brief

description of the operating segments that have been aggregated in this way and the economic
indicators that have been assessed in determining that the aggregated operating segments share
similar economic characteristics. The amendments also clarify that an entity shall provide
reconciliations of the total of the reportable segments’ assets to the entity’s assets if such
amounts are regularly provided to the chief operating decision maker. These amendments are
effective for annual periods beginning on or after July 1, 2014 and are applied retrospectively.
The amendments affect disclosures only and have no impact on the Group’s financial position

ar performance.

o  PFRS 13, Fair Value Measurement - Short-term Receivables and Payables

The amendment clarifies that short-term receivables and payables with no stated interest rates
can be held at invoice amounts when the effect of discounting is immaterial. The Group does
not expect that the amendment will have material financial impact in future consolidated

financial statements.

o PAS 16, Property, Plant and Equipment - Revaluation Method - Proportionate Restatement of

Accumulated Depreciation

The amendment clarifies that, upon revaluation of an item of property, plant and equipment,
the carrying amount of the asset shall be adjusted to the revalued amount, and the asset shall

be treated in one of the following ways:

a) The gross carrying amount is adjusted in a manner that is consistent with the revaluation
of the carrying amount of the asset. The accumulated depreciation at the date of
revaluation is adjusted to equal the difference between the gross carrying amount and the
carrying amount of the asset alter taking into account any accumulated imparment losses.

b) The accumulated depreciation is eliminated against the gross carrying amount of the asset.
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The amendment is effective for annual periods beginning on or after July 1, 2014, The
amendment shall apply to all revaluations recognized in annual periods beginning on or after
the date of initial application of this amendment and in the immediately preceding annual
period. The amendment has no material impact on the Group’s financial position or
performance.

s PAS 24, Related Party Disclosures - Key Management Personnel
The amendments elarify that an entity 1s a related party of the reporting entity if the said
entity, or any member of a group for which it is a part of, provides key management personnel
services to the reporting entity or to the parent company of the reporting entity. The
amendments also clarify that a reporting entity that obtains management personnel services
trom another entity (also referred to as management entity) is not required to disclose the
compensation paid or payable by the management entity to its employees or directors. The
reporting entity is required to disclose the amounts incurred for the key management personnel
services provided by a separate management entity. The amendments are effective for annual
periods beginning on or after JTuly 1, 2014 and are applied retrospectively. The amendments
may affect disclosures only and have no impact on the Group’s financial poesition or
performance.

s PAS 38, Infangible Assets - Revaluation Method - Proportionate Restatement of Accumulated

Amortization

The amendments clarify that, upon revaluation of an intangible asset, the carrying amount of

the asset shall be adjusted to the revalued amount, and the asset shall be treated in one of the

followmg ways:

4) The gross carrying amount 1s adjusted in a manner that is consistent with the revaluation
of the carrying amount of the asset. The accumulated amortization at the date of
revaluation is adjusted to equal the difference between the gross carrying amount and the
carrving amount of the asset after taking into account any accumulated impairment losses.

b) The accumulated amortization is eliminated against the gross camrying amount of the asset.

The amendments also clarify that the amount of the adjustment of the accumulated
amortization should form part of the increase or decrease in the carrying amount accounted for
in accordance with the standard. The amendments are effective for annual periods beginning
on or after July 1, 2014. The amendments shall apply to all revaluations recognized in annual
periods beginning on or after the date of initial application of this amendment and in the
immediately preceding annual period. The amendments have no impact on the Group’s
financial position or performance.

Annual Improvements to PERSs (2011-2013 cyele)
The annual improvements to PERSs (2011-2013 cyele) contain non-urgent but necessary
amendments to the following standards:

e PFRS 1, First-time Adoption of PERS - Meaning of “Effective PERSs”
The amendment clarifies that an entity may choose to apply either a current standard or a new
standard that 1s not yet mandatory, but that permits early application, provided either standard
15 applied consistently throughout the periods presented in the entity’s first PFRS financial
statements. This amendment is not applicable to the Group as it is not a first-time adopter of
PERS.
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o PFRS 3, Business Combinations - Scope Exceptions for Joint Arrangements

The amendment clarifies that PERS 3 does not apply to the accounting for the formation of a
joint arrangement in the financial statements of the joint arrangement itself. The amendment
is effective for annual periods beginning on or after July 1, 2014 and is applied prospectively.

The amendment has no impact on the Group’s financial position or performance.

s  PFRS 13, Fair Value Measurement - Portfolio Exception

The amendment clarifies that the portfolio exception in PFRS 13 can be applied to financial
assets, financial liabilities and other contracts. The amendment 1s effective for annual periods
beginning on or after July 1 2014 and is applied prospectively. The amendment has no

significant impact on the Group’s financial position or performance.

o PAS 40, Investment Froperty

The amendment clarifies the interrelationship between PFRS 3 and PAS 40 when classifying
property as investment property or owner-occupied property. The amendment stated that
judgment is needed when determining whether the acquisition of investment property is the
acquisition of an asset or a group of assets or a business combination within the scope of
PFRS 3. This judgment is based on the guidance of PFRS 3. This amendment is effective for

annual periods beginning on or after July 1, 2014 and is applied prospectively. The

amendment has no significant impact on the Group’s financial position or performance.

e PFRS 9, Financial Instruments

PFRS 9, as issued, reflects the first and third phases of the project to replace PAS 39 and
applies to the classification and measurement of financial assets and liabilities and hedge
accounting, respectively. Waork on the second phase, which relate to impairment of {inancial
instruments, and the limited amendments to the classification and measurement model hedge
accounting is still ongoing, with a view to replace PAS 39 in its entirety. PFRS 9 requires all
financial assets to be measured at fair value at initial recognition. A debt financial asset may,
if the fair value option (FVO) is not invoked, be subsequently measured at amortized cost if it
15 held within a business model that has the objective to hold the assets to collect the
contractual cash flows and its contractual terms give rise, on specified dates, to cash flows that
are solely payments of principal and interest on the principal outstanding. All other debt
instruments are subsequently measured at FVPL. All equity financial assets are measured at
tair value either through OCI or profit or loss. Equity financial assets held for trading must be
measured at FVPL. For FVO habilities designated as at FVPL using the FVO, the amount of
change in the tair value of a liability that is attributable to changes in credit risk must be
presented in OCI. The remainder of the change in fair value is presented in profit or loss,
unless presentation of the fair value change relating to the entity’s own credit risk in respect of
the habihty’s credit risk in OCI would create or enlarge an accounting mismatch in profit or
loss. All other PAS 39 classification and measurement requirements for financial liabilities
have been carried forward to PFRS 9, including the embedded derivative bifurcation
separation rules and the criteria for using the FVO. The adoption of the first phase of PFRS 9
will have an effect on the classification and measurement of the Group’s financial assets, but
will potentially have no impact on the classification and measurement of financial habilities.

On hedge accounting, PFRS 9 replaces the rules-based hedge accounting model of PAS 39
with a more principles-based approach. Changes include replacing the rules-based hedge
effectiveness test with an objectives-based test that focuses on the economic relationship
between the hedged item and the hedging instrument, and the effect of credit risk on that
economic relationship; allowing risk components to be designated as the hedged item, not
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only for financial items, but also for non-financial items, provided that the risk component is
separately 1dentifiable and reliably measurable; and allowing the time value of an aption, the
forward element of a forward contract and any foreign currency basis spread to be excluded
from the designation of a financial instrument as the hedging instrument and accounted for as
costs of hedging. PFRS 9 also requires more extensive disclosures for hedge accounting.

PFRS @ currently has no mandatory elfective date. PFRS 9 may be applied before the
completion of the limited amendments to the classification and measurement model and
impairment methodology. The Group will not adopt the standard before the completion of the
limited amendments and the second phase of the project.

¢ Philippine Interpretation [FRIC 15, dgreements for the Construction of Real Estate
This interpretation covers accounting for revenue and associated expenses by entities that
undertake the construction of real estate directly or through subcontractors. The interpretation
requires that revenue on construction of real estate be recognized only upon completion,
except when such contract qualifies as construction contract to be accounted for under PAS 11
or involves rendering of services in which case revenue is recognized based on stage of
completion. Contracts involving provision of services with the construction materials and
where the risks and reward of ownership are transferred to the buyer on a continuous basis
will also be accounted for based on stage of completion. The SEC and the Finangial
Reporting Standards Council have deferred the effectivity of this interpretation until the final
Revenue standard is issued by the International Accounting Standards Board and an
evaluation of the requirements of the final Revenue standard against the practices of the
Philippine real estate industry 1s completed. The amendment has no impact on the Group’s
financial position or performance.

Summary of Significant Accounting Policies

Presentation of Financial Statements

The Group has elected to present all items of recognized income and expense n two statements: a
statement displaying compenents of profit or loss (consclidated statement of income) and a second
statement beginning with profit or loss and displaving components of OCI (consolidated statement
of comprehensive income).

Foreign Currency Transactions

The consolidated financial statements are presented in Philippine peso, which 1s the Parent
Company’s functional and presentation currency. Each entity in the Group determines its own
functional currency and items included in the financial statements of each entity are measured
using that functional currency. The functional currency of the entities in the Group 1s also the
Philippine peso. Transactions in foreign currencies are initially recorded in Philippine peso at the
rate prevailing at the date of the transaction. Monetary assets and liabilities denominated in
foreign currencies are translated at functional currency rate of exchange ruling at each end of the
reporting period.  All differences are taken to consolidated statement of income. Nonmonetary
items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates at the dates of the imtial transaction. Nonmonetary items measured at fair value in
a foreign currency are translated using the exchange rates at the date when the fair value is
determined.

As at the end of the reporting period, the consolidated statement of financial pesition of an
associate (whose functional currency 1s other than the Philippine peso) 1s translated into the
presentation currency of the Parent Company (the Philippine peso) at the rate of exchange at the
end of the reporting period and the statement of income 1s translated at the monthly average
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exchange rates for the year. The exchange differences arising on the translation 1 recognized in
OCI. Upon disposal of such associate, the component of OCI relating to that particular foreign
operation will be recognized in the consolidated statement of income.

Cash and Cash Equivalents

Cash meludes cash on hand and with banks. Cash equivalents pertain to short-term cash
investments that are made for varying periods of up to three (3) months depending on the
immediate cash requirements of the Group and earn interest at the respective short-term cash
investment rates.

Financial Instruments

Date of recognition

The Group recognizes a financial asset or a financial liability in the consolidated statement of
financial position when it becomes a party to the contractual provisions of the instrument.

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

Initial Recognition and Measurement of Financial Instruments
The Group determines the classification of financial instruments at initial recognition and, where
allowed and appropriate, re-evaluates this designation at every end of the reporting period.

All financial instruments are recognized nitially at fair value. Directly attributable transaction
costs are mcluded in the initial measurement of all financial instruments, except lor financial
instruments measured at FVPL.

Financial Assets

Fmancial assets within the scope of PAS 32 are classified in the following categories: financial
assets at FVPL, loans and receivables, held-to-maturity (HTM) investments, AFS financial assets,
or as derivatives designated as hedging instruments in an effective hedge, as appropniate. The
classification depends on the purpose for which the investments were acquired and whether they
are quoted in an active market.

The Group’s financial assets are in the nature of loans and receivables and AFS financial assets.
The Group has no financial assets classified as financial assets at FVPL, HTM investments and
derivatives designated as hedging instruments in an effective hedge as at December 31, 2013 and
2012.

Financial Liabilities

Also under PAS 39, financial habilities are classified into financial liabilities at FVPL, other
financial liabilities or as denivatives designated as hedging instruments in an effective hedge, as
appropriate.

Financial instruments are classified as liabilities or equity in accordance with the substance of the
contractual arrangement. Interest, dividends, gains and losses relating to a financial instrument or
a component that 1s a financial liability, are reported as expense or income. Distributions to
holders of financial instruments classified as equity are charged directly to equity net of any
related income tax,

The Group’s financial liabilities are in the nature of other financial liabilities. The Group has no
financial liabilities classified as at FVPL and derivatives designated as hedging instruments in an
effective hedge as at December 31, 2013 and 2012.
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Fair Value Measurement

The Group measures financial instruments, such as AFS [inancial assets, at fair value at each end
of the reporting period. Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date.
The fair value measurement is based on the presumption that the transaction to sell the asset or
transfer the liability takes place either:

e 1in the principal market for the asset or lability; or

s in the absence of a principal market, in the most advantageous market for the asset or lability.

The principal or the most advantagecus market must be accessible to the Group. The fair value of
an asset or a liability 1s measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest.

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable
inputs and minimizing the use of unobservable inputs.

All agsets and liabilities for which fair value is measured or disclosed in the financial statements

are categorized within the fair value hierarchy, described, as follows, based on the lowest-level

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

s Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities;

e« Level 2 - Valuation techniques for which the lowest-level input that is significant to the fair
value measurement is directly or indirectly observable; and

s Level 3 - Valuation techniques for which the lowest-level input that is significant to the fair
value measurement is unobservable.

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

The fair value of financial instruments that are actively traded in organized {inancial markets is
determined by reference to quoted market close prices at the close of business on the end of the
reporting period.

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

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities
on the basis of the nature, charactenstics and risks of the asset or habihty and the level of the fair
value hierarchy as explamed above.

Subsequent Measurement
The subsequent measurement of financial instruments depends on their classification as follows:

Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are not entered into with the intenfion of immediate or
short-term resale and are not classified as “financial assets held for trading”, designated as “AFS
financial assets” or “financial assets designated at FVPL” After initial measurement, loans and
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receivables are subsequently measured at amortized cost using the effective interest rate (EIR)
method, less any allowance for impairment. Amortized cost 15 calculated by taking into account
any discount or premium on acquisition and fee or costs that are an integral part of the EIR. The
amortization and losses arising from impairment are included in “Finance income (expenses)” in
the consolidated statement of income. Gains and losses are recognized in the consolidated
statement of income when the loans are derecognized or impaired as well as through the
amortization process.

Loans and receivables are included in current assets 1f maturity 1s within twelve (12) months from
the end of the reporting period or within the Group’s normal operating ¢ycle, whichever is longer.
Otherwise, these are classified as noncurrent assets.

As at December 31, 2013 and 2012, the Group’s loans and receivables include cash and cash
equivalents, trade and other receivables, and cash held in escrow, mine rehabilitation fund (MRF),
Social Development Management Program (SDMP) fund and long-term negotiable mstrument
which are included under “Other noncurrent assets” in the consolidated statement of financial
position (see Notes 4, 5 and 13).

AFS Financial 4ssels
AFS financial assets are those which are designated as such or do noet qualify to be classified or
designated at FVPL, HTM investments or loans and receivables.

Financial assets may be designated at initial recognition as AFS [inancial assets if they are
purchased and held indefinitely, and may be sold in response to liquidity requirements or changes
in market conditions.

After initial measurement, ATS financial assets are measured at fair value. The effective vield
component of AFS debt instruments, as well as the impact of restatement on foreign
currency-denominated AFS debt securities, 1s reported in the consolidated statement of income
under “Finance income” or “Finance expenses”. The unrealized gains and losses arismg from the
tair valuation of AFS financial assets are excluded from reported earnings and are reported in the
consolidated statement of comprehensive income as “Net valuation gain (loss) on AFS financial
assets”. Unquoted AFS financial assets, where there is no reliable basis of their fair values, are
measured at cost less any impairment loss.

AFS financial assets are included in current assets if it 1s expected to be realized or disposed of
within twelve (12) months from the end of the reporting peried. Otherwise, these are classified as
noncurrent assets.

When the security is disposed of, the cumulative gain or loss previously recognized in equity is
recognized in the consolidated statement of income. Where the Group holds more than one (1)
investment in the same security, these are deemed to be disposed of on a first-in, first-out basis.
Interest earned on holding AFS financial assets are reported as “Finance income” using the EIR.
Dividends earned on holding AFS financial assets are recognized in the consolidated statements of
income when the right of payment has been established. The losses arising from impairment of
such investments are recognized i the consolidated statement of income.

The Group’s mvestments in debt and equity securities are classified under this category
{see Note 7).
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Other Financial Liabilities

This category pertains to financial liabilities that are not held for trading, not derivatives, or not
designated as at FVPL upon the inception of the liability. Other financial liabilities are initially
recognized at fair value of the consideration received, less directly attributable transaction costs.
After initial recognition, other financial liabilities are subsequently measured at amortized cost
using the EIR method. Gains and losses are recognized in the Group’s statement of income when
the habilities are derecognized as well as through the EIR amortization process.

Amortized cost is calculated by taking into account any issue cost, and any discount or premium
on settlement. The EIR amortization is included under “Finance expenses” in the consolidated
statement of income.

This accounting policy applies primarily to the Group’s long-term debt, trade and other payables
and other obligations that meet the above definition (other than liabilities that are covered by other
accounting standards, such as income tax payable and pension; see Notes 14 and 15).

Offsetting of Financial Instruments

Financial assets and financial liabilities are only offset and the net amount is reported in the
consolidated statement of financial position when there is a legally enforceable right to set off the
recognized amounts and the Group intends to either settle on a net basis, or to realize the asset and
the liability simultaneously. This is not generally the case with master netting agreements, and the
related assets and liabilities are presented at gross amounts in the consolidated statement of
financial position.

Impairment of Financial Assets
The Group assesses at each end of the reporting period whether there is any objective evidence

that a financial asset or a group of financial assets 1s impaired A financial asset or a group of
financial assets is deemed to be impaired if, and only if, there is objective evidence of impairment
as a result of one or more events that has occurred after the initial recognition of the asset (an
incurred “loss event™) and that loss event has an impact on the estimated (uture cash flows of the
tinancial asset or the group of financial assets that can be reliably estimated. Evidence of
impairment may include indications that the debtors or a group of debtors is experiencing
significant financial difficulty, default or delinquency in interest or principal payments, the
probability that they will enter bankruptey or other financial reorganization and where observable
data indicate that there is a measurable decrease in the estimated future cash flows, such as
changes in arrears or economic conditions that correlate with defaults.

Loans and Receivables

For financial assets carried at amortized cost, the Group first assesses individually whether
objective evidence of impairment exists individually for financial assets that are individually
significant, or collectively for financial assets that are not individually significant. If the Group
determines that no objective evidence of impairment exists for an individually assessed financial
asset, whether significant or not, it includes the asset in a group of financial assets with similar
credit risk characteristics and collectively assesses them for impairment. Assets that are
individually assessed for impairment and for which an impairment loss 18, or continues to be,
recognized are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss was incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows (excluding future expected credit losses that have not yet been incurred). The
present value of the estimated future cash flows 15 discounted at the financial assets’ original EIR.
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If a loan has a variable interest rate, the discount rate for measuring any impairment loss is the
current ETR.

Interest income continues to be recognized based on the original EIR of the asset. The interest
income is recorded as part of “Finance income” in the consolidated statement of income. The
carrying amount of the asset is reduced through the use of an allowance account and the amount of
the loss 1s recognized in the consolidated statement of income. Loans, together with the associated
allowance, are written off when there is no realistic prospect of [uture recovery and all collateral
has been realized or has been transferred to the Group.

IE, mn a subsequent year, the amount of the estimated impairment loss decreases because of an
event occurring after the impairment was recognized, the previously recognized impairment loss is
reversed. Any subsequent reversal of an impairment loss is recognized in the consolidated
statement of income, to the extent that the carrying value of the asset does not exceed its amortized
cost at the reversal date.

AFS Financial Assets
For AFS financial assets, the Group assesses at each end of the reporting period whether there 1s
objective evidence that a financial asset or group of financial assets is impaired.

In the case of equity investments classilied as AFS financial assets, objective evidence would
include a significant or prolonged decline in the fair value of the investments below its cost. The
determination of what is “significant” or “prolonged” requires judgment. “Significant” is to be
evaluated against the original cost of the investment and “prolonged” against the period in which
the fair value has been below its original cost. Where there is evidence of impairment, the
cumulative loss - measured as the difference between the acquisition cost and the current fair
value, less any impairment loss on that financial asset previously recognized as OCI is removed
from equity and recognized in the consolidated statement of income.

Impairment losses on equity investments are not reversed through the consohidated statement of
income while increases in fair value after impairment are recognized directly 1n equity through the
consolidated statement of comprehensive income.

In the case of debt instruments classified as AFS financial assets, impairment is assessed based on
the same criteria as financial assets carried at amortized cost. However, the amount recorded for
impairment is the cumulative loss measured as the difference between the amortized cost and the
current fair value, less any impairment loss on that investment previously recognized in the
consolidated statement of income,

Future interest income continues to be acerued based on the reduced carrying amount of the asset,
using the rate of interest used to discount the future cash flows for the purpose of measuring the
impairment loss. The interest income is recorded as part of “Finance income™ in the consolidated
statement of income. If n the subsequent year, the fair value of a debt instrument increases and
the increase can be objectively related to an event occurring after the impairment loss was
recognized through the consolidated statement of income, the impairment loss is reversed through
the consolidated statement of income.

If there is objective evidence that an impairment loss on an unquoted equity instrument for

AFS financial assets carried at cost, such as unquoted equity instrument that is not carried at fair
value because its fair value cannot be reliably measured, the amount of the loss 1s measured as the
difference between the asset’s carrying amount and the present value of estimated future cash
tflows discounted at the current market rate of return for a similar financial asset. Objective
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evidence of impairment inchudes, but is not limited to, significant financial difficulty of the issuer
or obligor and it becoming probable that the borrower will enter bankruptey or other financial
reorganization.

Derecognition of Financial Instruments

Financial Assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar

financial assets) is derecogmzed when:

s the rights to receive cash flows from the asset have expired;

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

e the Group has transferred its rights to receive cash flows from the asset and either: (a) has
transferred substantially all the risks and rewards of the asset; or (b) has neither transferred nor
retained substantially all the risks and rewards of the asset, but has transferred control of the
asset.

Where the Group has transferred its rights 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 1s recognized to the extent of the
Group’s continuing invoelvement in the asset. Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at the lower of the original carrying amount of the
asset and the maximum amount of consideration that the Group could be required to repay. In
such case, the Group also recognizes an associated liability. The transferred asset and the
associated lability are measured on a basis that reflects the rights and obligations that the Group
has retained.

Financial Liabilities
A financial liability is derecognized when the obligation under the liability is discharged,
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 liability and the recognition of a new
hability, and the difference in the respective carrying amounts of a financial liability extinguished
or transferred to another party and the consideration paid, including any non-cash assets
transterred or liabilities assumed, is recognized in the consolidated statement of income.

Inventories

Inventories, excluding the long-term stockpile inventory, are valued at the lower of cost or net
realizable value (NRV). Cost is determined by the average production cost during the year for
beneficiated nickel silicate ore and imestone ore exceeding a determined cut-off grade and
moving average method for materials and supplies. NRV of beneficiated nickel silicate and
limestone ore mventories is the estimated selling price in the ordinary course of business less the
estimated costs necessary to make the sale. For materials and supplies, cost is composed of
purchase price, transport, handling and other costs directly attributable to its acquisition. NRV of
materials and supplies is the current replacement cost.
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Long-term Stockpile [nventory

The long-term stockpile mventory of RTN 15 carried at the lower of cost or NRV. Cost is
represented by the fair value of the long-term stockpile inventory related to the acquisition of the
controlling interest in RTN in August 2006. The fair value was determined using the present
value of the estimated cash flows, which RTN will derive from the sale of this inventory to CBNC
under its Nickel Ore Supply Agreement with CBNC (see Note 31a). After nitial recognition, the
long-term stockpile inventory 1s subsequently charged to cost of sales based on actual tons
delivered to CBNC. NRV of long-term inventory stockpile 1s the estimated selling price in the
ordinary course of business less the estimated costs necessary to make the sale.

Other Current Assets

Other current assets include input tax, tax credit certificates, advances and deposits and various
prepayments which the Group’s expects to realize or consume the assets within twelve (12)
months after the end of the reporting period.

Property and Equipment

Except for land, property and equipment are stated at cost, excluding the costs of day-to-day
servicing, less accumulated depreciation and amortization and accumulated impairment loss. Such
cost includes the cost of replacing part of such property and equipment when that cost is incurred
if the recognition criteria are met. Land is stated at cost less any impairment in value.

Depreciation and amortization are computed on the straight-line basis over the following estimated
useful lives of the assets:

Category Number of Years
Machinery and equipment 35
Buildings and improvements 5-25

Mining properties and development costs include the capitalized cost of mine rehabilitation and
decommissioning and other development cost necessary to prepare the area for operations.
Depletion of mining properties and development costs 1s calculated using the umit-of-production
method based on the estimated economically recoverable reserves to which they relate to or are
written-off if the property is abandoned. Development costs are depreciated using the straight-line
method over the estimated useful life of the asset of twenty vears (20) to twenty-five (25) years.

Construction in-progress represents work under construction and 1s stated at cost. Construction
in-progress is not depreciated until such time that the relevant assets are completed and available
for use.

Depreciation and amaortization of property and equipment begins when it becomes available for
use, i.e., when it is in the location and condition necessary for it to be capable of operating in the
manner intended by management. Depreciation and amortization ceases at the earlier of the date
that the item is classified as held for sale (or included 1n the disposal group that is classified as
held for sale) in accordance with PERS 5, Noncurrent Assets Held for Sale and Discontinued
Operations, and the date the item 1s derecognized.

The assets” estimated recoverable reserves, residual values, useful lives and depreciation,
amortization and depletion methods are reviewed periodically to ensure that the estimated
recoverable reserves, residual values, periods and methods of depreciation, amortization and
depletion are consistent with the expected pattern of economic benefits from items of property and
equipment. The residual values, if any, is reviewed and adjusted, if appropriate, at each end of the
reporting period.
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The carrying values of property and equipment are reviewed for impairment when events or
changes i circumstances indicate that the carrying value may not be recoverable.

An item of property and equipment is derecognized upon disposal or when no future economic
benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the
asset (calculated as the difference between the net disposal proceeds and the carrying amount of
the asset) is included in the consolidated statement of income in the year the asset 15 derecognized.

When each major inspection is performed, its cost is recognized in the carrying amount of the
property and equipment as a replacement if the recognition criteria are satisfied.

The asset revaluation surplus which arose from the acquisition of the controlling interest in RTIN
in August 2006, relates to the land, machinery and equipment, and building improvements. The
related and applicable depreciation on these assets is transferred periodically to retained earnings.

Borrowing Cost

Borrowing costs are generally expensed as incurred. Interest on borrowed funds used to finance
the construction of the asset to the extent incurred during the period of construction is capitalized
as part of the cost of the asset. The capitalization of the borrowing cost as part of the cost of the
asset: (a) commences when the expenditures and borrowing costs are being incurred during the
construction and related activities necessary to prepare the asset for its intended use are in
progress; and (b) ceases when substantially all the activities necessary to prepare the asset for its
intended use are complete.

Investment Properties

Investment property is measured at cost, including transaction costs. The carrying amount
includes the cost of replacing part of an existing investment property at the time that cost 1s
incurred if the recognition criteria are met and excludes the costs of day-to-day servicing of an
investment property. Subsequent to initial recognition, investment property is carried at cost less
accumulated depreciation and accumulated impairment losses, if any.

Depreciation is computed on a straight-line basis over the estimated useful life of twelve (12)
years.

Investment property is derecognized when either they have been disposed of or when the
investment property is permanently withdrawn from use and no future economic benefit is
expected from its disposal. Any gains or losses on the retirement or disposal of an investment
property are recognized in the consolidated statement of income in the vear of retirement or
disposal.

As the accounting for the investment property uses the cost model, transfers between investment
property and owner-occupied property do not change the carrying amount of the property
transferred and they do not change the cost of that property for measurement or disclosure
PUrposes.

Investment in an Asseciate

An associate is an entity over which the Company is able to exert significant influence.
Significant influence is the power to participate in the financial and reporting policy decisions of
the investee, but has no control or joint control over those policies. The Group’s investment in an
associate 15 accounted for using the equity method, less any impairment in value, in the
consolidated statement of financial position.
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The consolidated statement of income reflects the Group’s share of the results of operations of the
associate. Any change in OCI of the myestee 1s presented as part of the Group’s OCL  In addition,
when there has been a change recognized directly in the equity of the associate, the Group
recognizes its share of any changes, when applicable, in the consolidated statement of changes in
equity. Unrealized gains and losses resulting from transactions between the Group and the
associate are eliminated to the extent of the interest in the associate. The aggregate of the Group’s
share in profit or loss of an associate 1s shown in the face of the consolidated statement of income
outside operating profit and represents profit or loss after tax and non-controlling interests in the
subsidiaries of the associate.

The [inancial statements of the associate are prepared for the same reporting period as the Group.
When necessary, adjustments are made to bring the accounting policies in line with those of the
Group.

Other Noncurrent Assets

Other noncurrent assets of the Group include input tax, advances to claimowners, cash held in
escrow, deferred mine exploration costs, MRF, SDMP fund, long-term negotiable instrument,
pension asset and other deposits. These are classified as noncurrent since the Group expects to
utilize the assets bevond twelve (12) months from the end of the reporting period.

Deferred Mine Explovation Costs and Mining Rights

Expenditures for the acquisition of property rights are capitalized. Expenditures for mine
exploration work prior to drilling are charged to operations. When it has been established that a
mineral deposit is commercially mineable and a decision has been made to formulate a mining
plan (which occurs upon completion of a positive economic analysis of the mineral deposit), costs
subsequently incurred to develop a mine on the property prior to the start of mining operations are
capitalized. Upon the start of commercial operations, such costs are transferred Lo property and
equipment. Capitalized amounts may be written down if future cash flows, including potential
sales proceeds related to the property, are projected to be less than the carrying value of the
property. [fno mineable ore body 1s discovered, capitalized acquisition costs are expensed in the
period in which it 18 determined that the mineral property has no future economic value.

Costs incurred during the start-up phase of a mine are expensed as incurred. Ongoing mining
expenditures on producing properties are charged against earmings as incurred. Major
development expenditures incurred to expose the ore, increase production or extend the life of an
existing mine are capitalized.

Impairment of Nonfinancial Assets

Inventories and Long-term Stockpile

The Group determines the NRV of inventories and long-term stockpile at each end of the reporting
period. If the cost of the inventeories and long-term stockpile exceeds its NR'V, the asset is written
down to its NRV and impairment loss is recognized in the statement of income in the vear the
impairment is incurred. In the case when NRV of the inventories and long-term stockpile
increased subsequently, the NRV will increase carrying amounts of inventories but only to the
extent of their original acquisition costs.

Property and Equipment, Investment Properties, Nowfinancial Other Current Assets and Other
Noncurrent Assets

Assets are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of an asset may not be recoverable. [fany such indication exists and where the
carrying amount of an asset exceeds its recoverable amount, the asset or CGU is written down to
its recoverable amount. An asset’s recoverable amount 1s the higher of an asset’s or CGU’s fair
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value less costs to sell and its value in use and is determined for an individual asset, unless the
asset does not generate cash inflows that are largely independent of those from other assets or
groups of assets.

Where the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is
considered impaired and 1s written down to its recoverable amount. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset.
In determining fair value less costs to sell, an appropriate valuation model is used, These
calculations are corroborated by valuation multiples or other available fair value indicators.
Impairment losses are recognized in the consolidated statement of income.

Recovery of impairment losses recognized in prior years is recorded when there is an indication
that the impairment losses recognized for the asset no longer exist or have decreased. The
recovery 18 recorded in profit or loss. However, the increased carrying amount of an asset due to a
recovery of an impairment loss 1s recognized to the extent it does not exceed the carrying amount
that would have been determined (net of depletion, depreciation and amortization) had no
impairment loss been recognized for that asset in prior years.

Investment in an Associate

After application of the equity method, the Group determines whether it is necessary to recognize
an impairment loss on its investment in its associate. At each reporting period, the Group
determines whether there is objective evidence that the investment in the associate is impaired. If
there is such evidence, the Group calculates the amount of impairment as the difference between
the recoverable amount of the associate and its carrying value, and then recognizes the amount in
the consolidated statement of income.

Upon loss of significant influence over the associate, the Group measures and recognizes any
retained investment at its fair value. Any difference between the carrying amount of the associate
upon loss of significant influence and the fair value of the retained investment and proceeds from
disposal 1s recognized in the consolidated statement of income.

Deferred Mine Explovation Costs

An impairment review is performed, either individually or at the CGU level, when there are
indicators that the carrying amount of the assets may exceed their recoverable amounts. To the
extent that this occurs, the excess is fully provided against, in the reporting period in which this is
determined.

Deferred mine exploration costs are reassessed on a regular basis and these costs are carried

torward provided that at least one of the following conditions is met:

e such costs are expected to be recouped in full through successful development and exploration
of the area of interest or alternatively, by its sale; or

e exploration and evaluation activities in the area of interest have not yet reached a stage which
permits a reasonable assessment of the existence or otherwise of economically recoverable
reserves, and active and significant operations in relation to the area are continuing, or planned
for the future.
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Provisions

General

Provisions are recognized when the Group 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 required to settle the obligation and a reliable estimate can be made of the amount of the
obligation. The expense relating to any provision is presented in the consolidated statement of
income, net of any reimbursement. If the effect of the time value of money 1s material, provisions
are discounted using a current pre-tax 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 borrowing cost.

Frovision for Mine Rehabilitation and Decommissioning

The Group records the present value of estimated costs of legal and constructive obligations
required to restore operating locations in the period in which the obligation is incurred. The nature
of these restoration activities includes dismantling and removing structures, rehabilitating mines
and tailings dams, dismantling operating facilities, closure of plant and waste sites, and
restoration, reclamation and re-vegetation of affected areas. The obligation generally arises when
the asset is installed or the ground/environment is disturbed at the production location. When the
liability is initially recognized, the present value of the estimated cost is capitalized by increasing
the carrying amount of the related mining assets. Over time, the discounted hability is increased
for the change in present value based on the discount rates that reflect current market assessments
and the risks specific to the liability.

The periodic unwinding of the discount is recognized in the conselidated statement of income as
“Finance expenses”. Additional disturbances or changes in rehabilitation costs will be recognized
as additions or charges to the corresponding assets and provision for mine rehabilitation and
decommissioning when they occur. Decrease in rehabilitation hability that exceeds the carrying
amount of the corresponding rehabilitation asset is recognized immediately in the consolidated
statement of income. For closed sites, changes to estimated costs are recognized immediately in
the consolidated statement of income.

MRF committed for use in satisfying environmental obligations are included within “Other
noncurrent assets” in the consolidated statement of financial position.

OCI

OCI comprises items of income and expense (including items previously presented under the
consolidated statement of changes in equity) that are not recognized in the consolidated statement
of income for the year in accordance with PFRS.

Capital Stock
Common shares are classified as equity.

Preferred shares are classified as equity 1if it is non-redeemable, or redeemable only at the Parent
Company’s option, and any dividends are discretionary. Dividends thereon are recognized as
distributions within equity upon approval by the Parent Company’s BOD. Preferred shares are
classified as a liability if it is redeemable on a specific date or at the option of the shareholders, or
if dividend payments are not discretionary. Dividends thereon are recognized as “Finance
expenses” in the consolidated statement of income as accrued.

Incremental costs directly attributable to the issue of new shares or options are shown n equity as

a deduction from proceeds. The excess of proceeds [rom issuance of shares over the par value of
shares are credited to additional paid-in capital
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Retained Earnings
Retained earnings represent the cumulative balance of periodie net income or loss, dividends, prior

period adjustments, effect of changes in accounting policies and other capital adjustments.

Dividend distribution to the Parent Company’s stockholders is recognized as a liability and
deducted from equity in the period in which the dividends are approved or declared by the Parent
Company’s BOD and/or stockholders.

share-based Payment Transactions
The executives of the Group receive remuneration in the form of share-based payments, whereby
emplovees render services as consideration for equity imstruments (equity-settled transactions).

The cost of equity-settled transactions is recognized, together with a corresponding increase in
equity, over the period in which the service conditions are fulfilled ending on the date on which
the relevant employees become fully entitled to the award {“the vesting date™). The cumulative
expense recognized for equity-settled transactions at each reporting period until the vesting date
reflects the extent to which the vesting period has expired and the Parent Company’s best estimate
of the number of equity instruments that will ultimately vest. The charge or credit for a period in
the consolidated statement of income represents the movement in cumulative expense recognized
as at the beginning and end of that period and is recognized in personnel costs.

No expense is recognized for awards that do not ultimately vest.

Where the terms of an equity-settled transaction award are modified, the minimum expense
recognized 1s the expense as 1f the terms had not been modified, if the origmal terms of the award
are met. An additional expense is recognized for any modification that mcreases the total fair
value of the share-based payment transaction, or is otherwise beneficial to the emplovee as
measured at the date of modification.

Where an equity-settled award 1s cancelled, 1t 1s treated as if it vested on the date of cancellation,
and any expense not yet recognized for the award 1s recognized immediately. However, if a new
award 1s substituted for the cancelled award, and designated as a replacement award on the date
that it is granted, the cancelled and new awards are treated as if they were a modification of the
original award, as described in the previous paragraph.

Basic/Diluted EPS

Basic EPS

Basic EPS amounts are calculated by dividing the net income attributable to ordinary equity
holders of the Parent Company by the weighted average number of ordinary shares outstanding,
after giving retroactive effect for any stock dividends, stock splits or reverse stock splits during the
year.

Diluted EPS

Diluted EPS amounts are calculated by dividing the net income atiributable to ordinary equity
holders of the Parent Company by the weighted average number of ordinary shares outstanding,
adjusted for any stock dividends declared during the year plus weighted average number of
ordinary shares that would be issued on the conversion of all the dilutive ordinary shares into
ordinary shares, excluding treasury shares.
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Revenue Recognition
Revenue is recogmzed to the extent that it is probable that the economic benefits will flow to the

Group and the revenue can be reliably measured. The following specific recognition criteria must
also be met before revenue is recognized:

Sale of Beneficiated Nickel Silicate and Limestone Ore

Revenue is recognized when the significant risks and rewards of ownership of the goods have
passed to the buyer, which in the case of deliveries other than to CBNC, coincides with the
loading of the ores into the buyer’s vessel. Inthe case of deliveries to CBNC, this occurs at the
time the ore passes into the ore preparation hopper of CBNC’s plant. Under the terms of the
arrangements with customers, the Group bills the remaining ten percent to twenty percent

(10% - 20%) of the ores shipped based on the assay tests agreed by both the Group and the
customers. Where the assay tests are not vet available as at the end of the reporting period, the
Group accrues the remaining ten percent to twenty percent (10% - 20%) of the revenue based on
the amount of the initial billing made.

Rendering of Services

Revenue from rendering of services consists of construction contracts, service fees, usage fees and
materials handling fees. Contract fee is recognized by reference to the stage of completion of the
service. Service fee, usage fee and materials handling fee are recognized when the services are
substantially rendered.

Interest

Revenue is recognized as interest accrues (using the EIR method that is the rate that exactly
discounts estimated future cash receipts through the expected life of the financial instrument to the
net carrying amount of the financial asset).

Dividend
Dividend income 15 recognized when the Group’s right to receive payment 1s established.

Rental
Revenue 1s recognized based on a straight-line basis over the term of the lease agreement.

Despatch
Despatch pertains to the income earned when the shipment is loaded within the allowable laytime
Revenue 1s recognized when shipment loading is completed within the allowable laytime.

Cost and Expenses Recognition

Cost and expenses are decreases in economic benelits during the reporting period in the form of
outflows or decrease of assets or incurrence of habilities that result in decrease in equity, other
than those relating to distributions to equity participants. Costand expenses, finance expenses and
other charges are recognized in the consolidated statement of income in the period these are
incurred.

Cost of Sales
Cost of sales 18 incurred 1n the normal course of business and is recognized when mcurred. They
comprise mainly of cost of goods sold, which are provided in the period when goods are delivered

Cost af Services

Cost of services is incurred in the normal course of business and is provided in the period when
the related service has been rendered.
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Operating Expenses

Operating expenses consist of costs associated with the development and execution of marketing
and promotional activities, cost of shipping and loading, excise taxes and royalties due to the
Government and to indigenous people, and expenses incurred in the direction and general
administration of day-to-day operation of the Group. These are generally recognized when the
expense arises.

Leases

Determination of Whether an Arrangement Contains a Lease

The determination of whether an arrangement is, or contains a lease is based on the substance of

the arrangement and requires an assessment of whether the {ulfillment 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 is a change in contractual terms, other than a renewal or extension of the
arrangement;

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

c) there is a change in the determination of whether fulfillment is dependent on a specified asset;
or

d) there is a substantial change to the asset.

¢) where a reassessment 1s made, lease accounting shall commence or cease from the date when
the change in circumstances gave rise to the reassessment for scenarios (a), (¢} or (d) above,
and at the date of renewal or extension period for scenario (b).

Group as a Lessee

Leases where the lessor retaing substantially all the risks and benefits of ownership of the asset are
classified as operating leases. Operating lease payments are amortized as expense in the
consolidated statement of income on a straight-line basis over the lease term.

Group as a Lessor

Leases where the Group retains substantially all the risks and benefits of ownership of the asset are
classified as operating leases. Initial direct costs incurred in negotiating an operating lease are
added to the carrying amount of the leased asset and recognized over the lease term on the same
basis as rental income.

Pension Costs

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

The cost of providing benefits under the defined benefit plans 1s actuarially determined using the
projected unit credit method. This method reflects service rendered by employees to the date of
valuation and incorporates assumptions concernming the employees” projected salaries.

Defined benefit costs comprise the following:

s Service cost

o DNet interest on the net defined benefit liability or asset
s Remeasurements of net defined benefit hability or asset
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Service costs which include current service costs, past service costs and gains or losses on non-
routine settlements are recognized as “Pension costs”™ under “Personnel costs” in the consolidated
statement of income. Past service costs are recognized when plan amendment or curtailment
oecurs. These amounts are calculated periodically by independent qualified actuaries.

Net mnterest on the net defined benefit liability or asset is the change during the period in the net
defined benefit liability or asset that arises from the passage of time which 1s determined by
applying the discount rate based on government bonds to the net defined benefit liability or asset.
Net interest on the net defined benefit liability or asset is recognized as “Interest expense” under
“Finance expenses” in the consolidated statement of income.

Remeasurements comprising actuarial gains and losses, return on plan assets and any change in
the effect of the asset ceiling (excluding net interest on defined benefit liability) are recognized
immediately in the consolidated statement of comprehensive income in the period in which they
arise. Remeasurements are not reclassified to consolidated statement of income m subsequent
periods. Remeasurements recognized in the consolidated statement of comprehensive income
alter the initial adoption of Revised PAS 19 are closed to retained eamings.

Plan assets are assets that are held by a long-term employee benefit fund or qualifying insurance
policies. Plan assets are not available to the creditors of the Company, nor can they be paid
directly to the Group. Fair value of plan assets is based on market price information. When no
market price is available, the fair value of plan assets is estimated by discounting expected future
cash flows using a discount rate that reflects both the risk associated with the plan assets and the
maturity or expected disposal date of those assets (or, if they have no maturity, the expected period
until the settlement of the related obligations). If the fair value of the plan assets is higher than the
present value of the defined benefit obligation, the measurement of the resulting defined benefit
asset 1s hmited to the present value of economic benefits available in the form of refunds from the
plan or reductions in future contributions to the plan.

The Group’s right to be reimbursed of some or all of the expenditure required to settle a defined
benefit obligation 1s recognized as a separate asset at fair value when and only when
reimbursement is virtually certain

Income Taxes

Current Income Tax

Current income tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the taxation authorities. The income tax rates
and income tax laws used to compute the amount are those that are enacted or substantively
enacted at the end of the reporting period.

Current income tax relating to items recognized directly in the consolidated statement of changes
in equity is recognized in equity and not in the consolidated statement of income. Management
periodically evaluates positions taken in the tax returns with respect to situations in which
applicable tax regulations are subject to interpretation and establishes provisions where
appropriate.

Deferred Income Tax

Deferred income tax is provided using the balance sheet liability method on temporary differences
at the end of the reporting period between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes.

ANNUAL REPORT 2013



Deferred mcome tax habilities are recognized for all taxable temporary differences, except:

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

e inrespect of taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, where the timing of the reversal of the temporary
differences can be controlled and it 15 probable that the temporary differences will not reverse
in the foreseeable future.

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

s where the deferred income tax asset relating to the deductible temporary difference 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 income nor taxable income or
loss: and

s inrespect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, deferred income tax assets are recognized only to the
extent that it is probable that the temporary differences will reverse in the foreseeable future
and taxable profit will be available against which the temporary differences can be utihized

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

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply
to the vear when the asset 1s realized or the liability 1s settled, based on mcome tax rates (and
income tax laws) that have been enacted or substantively enacted at the end of each reporting
period.

Deferred income tax liabilities are not provided on non-taxable temporary differences associated
with investments in domestic subsidiaries, associates and interest in joint ventures. With respect
to investments in other subsidiaries, associates and interests in joint ventures, deferred income tax
liabilities are recognized except when the timing of the reversal of the temporary difference can be
contrelled and 1t 15 probable that the temporary difference will not reverse in the foreseeable
future.

Deferred income tax relating to items recognized outside consolidated statement of income is
recognized outside consolidated statement of income. Deferred income tax items are recognized
in correlation to the underlying transaction either in other income or directly in equity.

Deferred income tax assets and deferred income tax liabilities are offset, if a legally enforceable
right exists to set off current tax assets against current tax liabilities and the deferred income taxes
relate to the same taxable entity and the same taxation authority.
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Business Segments
For management purposes, the Group 1s organized into operating segments (mining and services)

according to the nature of the products and the services provided, with each segment representing
a strategic business unit that offers different products and serves different markets. The segment
locations are the basis upon which the Group reports its primary segment information for the
mining segment. All of the segments operate and generate revenue only in the Philippmes.
Financial information on business segments 1s presented in Note 39.

Contingencies
Contingent liabilities are not recognized in the consolidated financial statements. These are

disclosed in the notes to the consolidated financial statements unless the possibility of an outflow
of resources embodying economic benefits is remote. Contingent assets are not recognized in the
consolidated financial statements but disclosed when an inflow of economic benefits 1s probable.

Events after the End of the Reporting Period

Post vear-end events that provide additional information about the Group’s position at each end of
the reporting period (adjusting events) are reflected in the consolidated financial statements. Post
year-end events that are not adjusting events are disclosed in the notes to the consolidated
financial statements when material.

3. Significant Accounting Judgments, Estimates and Assumptions

The consolidated financial statements prepared in accordance with PERS requires management to
make judgments, estimates and assumptions that affect the amounts reported in the consolidated
financial statements and related notes. Future events may occur which will cause the assumptions
used in arriving at the estimates to change. The effects of any change in estimates are rellected in
the consolidated financial statements as they become reasonably determinable.

Judgments, estimates and assumptions are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. However, actual cutcome can differ from these estimates.

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

Judgments, apart from those involving estimations, which has the most significant effect on the
amounts recognized in the consolidated financial statements:

Determining Functional Currency

Based on the economic substance of the underlying circumstances relevant to the Parent
Company, the functional currency of the Parent Company has been determined to be the
Philippine peso. Each subsidiary in the Group also determines its own functional currency. The
functional currency of the subsidiaries in the Group is also the Philippine peso. The functional
currency is the currency of the primary economic environment in which the Parent Company and
its subsidiaries operates. It 1s the curreney that mainly nfluences the costs and expenses, in which
funds from financing activities are generated, and mn which receipts from operating activities are
generally retained.
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Classifying Financial Instruments

The Group classifies a financial instrument, or its component parts, on mitial recogmtion as a
financial asset, a financial liability or an equity instrument in accordance with the substance of the
contractual agreement and the definitions of a financial asset, a financial liability or an equity
instrument, rather than its legal form, governs its classification in the consolidated statement of
financial position.

Determining Operating Lease Conmmilments - Group as a Lessee

The Group has entered into commercial property and equipment leases. The Group has
determined that it does not retain all the significant risks and rewards of ownership of these
properties which are leased out on operating leases.

Determining Operating Lease Commiitments - Group as a Lessor

The Group has entered into a property lease on its mine infrastructure and property and equipment
leases. The Group has determined that it retaing all the significant risks and rewards of ownership
of the said properties which are being leased cut on operating lease.

Assessing Production Stari Date

The Group assesses the stage of each mine development project to determine when a mine moves
into the production stage. The criteria used to assess the start date of a mine are determined based
on the unique nature of each mine development project. The Group considers various relevant
criteria to assess when the mine is substantially complete, ready for its intended use and moves
into the production phase. Some of the criteria include, but are not limited to the following:

s the level of capital expenditure compared to construction cost estimates;

e completion of a reasonable period of testing of the property and equipment;

e ability to produce ore in saleable form; and

» ability to sustain ongoing production of ore.

When a mine development project moves into the production stage, the capitalization of certain
mine construction costs ceases and costs are either regarded as inventory or expensed, except for
capitalizable costs related to mining asset additions or improvements, mine development or
mineable reserve development. It is also at this point that depreciation or amortization
commences.

Estimates and Assumptions

The key estimates and assumptions concerning the future and other key sources of estimation
uncertainty as at the end of the reporting period, that have the most significant risk of causing a
material adjustment to the carrying amounts of assets within the next financial year are as follows:

Estimating Allowance for Impairment Losses on Trade and Other Receivables

The Group evaluates specific accounts where the Group has information that certain customers,
which include related parties, are unable to meet their financial obligations. The Group assesses
individually the receivables based on factors that affect its collectibility. Factors such as the
Group’s length of relationship with the customers, the customer’s current credit status, probability
of insolvency and signficant financial difficulties of customers are considered to ascertain the
amount of allowances that will be recorded in the receivables account. These allowances are re-
evaluated and adjusted as additional information is received.
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In addition to specific allowance against individually signilicant loans and receivables, the Group
also makes a collective impairment allowance against exposures which, although not specilically
identified as requiring a specific allowance, have a greater risk of default than when originally
granted. This collective allowance is based on any deterioration in the Group’s assessment of the
accounts since their inception. The Group’s assessments take into consideration factors such as
any deterioration in country risk and industry, as well as 1dentified structural weaknesses or
deterioration in cash flows.

The carrying values of trade and other receivables amounted to 2839 .4 million and $937.9 million
as at December 31, 2013 and 2012, respectively (net of allowance for impairment losses of
£38.9 million and P43.7 million as at December 31, 2013 and 2012, respectively; see Note 5).

Estimating Beneficiated Nickel Ore and Limestone Ore Reserves

Ore reserves are estimates of the amount of ore that can be economically and legally extracted
from the Group’s mining properties. The Group estimates its ore reserves based on information
compiled by appropriately qualified persons relating to the geological data on the size, depth and
shape of the ore body, and requires complex geological judgments to interpret the data. The
estimation of recoverable reserves is based upon factors such as estimates of foreign exchange
rates, commodity prices, future capital requirements, and production costs along with geological
assumptions and judgments made n estimating the size and grade of the ore body. Changes in the
reserve or resource estimates may impact upon the carrying values of property and equipment,
provision for mine rehabilitation and decommissioning, recognition of deferred income tax assets
and depreciation and depletion charges.

The Group also makes estimates and assumptions regarding a number of economic and technical
factors, such as production rates, grades, production and transport costs and prices. These
economic and technical estimates and assumptions may change n the future in ways that affect the
quality and quantity of the reserves. The Group reviews and updates estimates as required, but at
least annually, to reflect actual production, new exploration data or developments and changes in
other assumptions or parameters. These estimates will change {rom time to time to reflect mining
activities, analyses of new engineering and geological data, changes in ore reserve and mineral
resource holdings, medifications of mining plans or methods, changes in nickel prices or
production costs and other factors.

Estimating Recoverability of Long-term Stockpile Inventory

The determination of the Group’s long-term stockpile inventory include among others, projected
revenues, operating and delivering costs from the sale of the long-term stockpile. Actual results
that differ from the Group’s assumptions generally affect the Group’s recognized expense. The
long-term stockpile inventory is carried at the lower of cost or NRV. An allowance for inventory
losses is recognized when the carrying value of the asset is not recoverable and exceeds the NR'V.
Long-term stockpile inventory - net of current portion amounted to B981.5 million and

P1.266.0 million as at December 31, 2013 and 2012, respectively (see Note 12).

Estimating Allowance for Impaivment Losses on Inventory

The Group maintains allowance for inventory losses at a level considered adequate to reflect the
excess of cost of inventories over their NRV. NRV tests are performed at least annually and
represent the estimated future sales price of the product based on prevailing spot metals prices at
the end of the reporting period, less estimated costs to complete production and bring the product
to sale. Stockpiles are measured by estimating the number of tonnes added and removed from the
stockpile and the number of contamed nickel ore ounces based on assay data. Stockpile tonnages
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are verilied by periodic surveys. NRV test {or materials and supplies is also performed annually
and it represents the current replacement cost. Increase 1n the NRV of inventories will increase
the cost of inventories but only to the extent of their original production costs.

As at December 31, 2013 and 2012, inventories carried at lower of cost or NRV amounted to
P2,044.5 million and £2,004 .2 million, respectively (net of allowance for inventory losses of
P374.3 million and P383.4 million as at December 31, 2013 and 2012, respectively; see Note 6).

Estimating Impairment Losses on AFS Financial Assets

The Group treats AFS financial assets as impaired when there has been a significant or prelonged
decline in the fair value below its cost or where other objective evidence of impairment exists,
The determination of what is “significant” or “prolonged” requires judgment. The Group treats
“significant” generally as twenty percent (20%) or more of the original cost of investment, and
“prolonged” as greater than six (6) months. In addition, the Group evaluates other factors,
including normal volatility in share price for quoted equities and the future cash flows and
discount factors for unquoted equities in determining the amount to be impaired

The Group treats unquoted AFS financial assets as impaired when there is objective evidence of
impairment as a result of one (1) or more events or loss events and that loss event has an impact
on the estimated future cash flows of the AFS financial assets. An objective evidence may include
information about significant changes with an adverse effect that have taken place in the market,
technological, economic or legal environment in which the investees operates, and mdicates that
the cost of the investment in the equity instruments may not be recovered.

No mpairment loss was recognized on quoted and unquoted AFS financial assets in 2013 and 2012,
The carrying values of AFS financial assets amounted to 2,438 9 million and B2,128.0 million as
at December 31, 2013 and 2012, respectively (see Note 7).

Estimating Useful Lives of Property and Equipment and Invesiment Properties

The Group estimates the useful lives of property and equipment and investment properties based
on the period over which the assets are expected to be available for use. The estimated useful
lives of property and equipment and investment properties are reviewed periodically and are
updated if expectations differ from previous estimates due to physical wear and tear, technical or
commercial obsolescence and legal or other limits on the use of the assets. In addition, estimation
of the useful lives of property and equipment and investment properties 1s based on collective
assessment of industry practice, internal technical evaluation and experience with similar assets. It
is possible, however, that future results of operations could be materially affected by changes in
estimates brought about by changes in factors mentioned above. The amounts and timing of
recorded expenses for any period would be affected by changes in these factors and circumstances.
There is no change in the estimated useful lives of the property and equipment and investment
properties as at December 31, 2013 and 2012.

The carrying values of property and equipment as at December 31, 2013 and 2012 amounted to
P6,585.8 million and P35,949 9 million, respectively (net of accumulated depreciation,
amortization and depletion of 25,048.0 million and B3,951 .5 million as at December 31, 2013 and
2012, respectively; see Note 9). The carrving values of investment properties as at

December 31, 2013 and 2012 amounted to P29.0 million and B72.2 million, respectively (net of
accumulated depreciation of nil and P70.0 million as at December 31, 2013 and 2012,
respectively; see Note 10),
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Estimating Impairment Losses on Property and Equipment and Investiment Properties

The Group assesses impairment on property and equipment and investment properties whenever
events or changes in circumstances indicate that the carrying amount of an asset may not be
recoverable.

The lactors that the Group considers important which could trigger an impairment review include

the following:
o Significant underperformance relative to expected historical or projected future operating
results;

® Significant changes in the manner of use of the acquired assets or the strategy for overall
business; and
» Significant negative industry or economic trends.

In determining the present value of estimated future cash flows expected to be generated from the
continued use of the assets, the Group 1s required to make estimates and assumptions that can
materially affect the consolidated financial statements.

These assets are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. An impairment loss would be recognized
whenever evidence exists that the carrying value is not recoverable, For purposes of assessing
impairment, assets are grouped at the lowest levels for which there are separately identifiable cash
flows.

An impairment loss is recognized and charged to earnings if the discounted expected future cash
{lows are less than the carrying amount. Fair value is estimated by discounting the expected future
cash flows using a discount factor that reflects the market rate for a term consistent with the period
of expected cash flows. No impairment loss was recognized in 2013 and 2012.

The carrying values of property and equipment and investment properties amounted to
B6,585.8 million and £29.0 million, respectively, as at December 31, 2013 and 5,949 9 million
and P72.2 million, respectively, as at December 31, 2012 (see Notes 9 and 10).

Estimating Impaivment Losses on Invesiment in an Associate

Impairment review of investment in an associate is performed when events or changes in
circumstances indicate that the carrying value exceeds its fair value. Management has determined
that there are no events or changes in circumstances in 2013 and 2012 that may indicate that the
carrying value of investment in an associate may not be recoverable. No impairment loss was
recognized on investment in an associate in 2013 and 2012, The carrving values of the Group’s
investment in an associate amounted to B4.112.1 million and £3.988.9 million as at

December 31, 2013 and 2012, respectively (see Note 11},

Estimating Recoverability of Deferred Mine Explovation Costs

The application of the Group’s accounting policy for deferred mine exploration costs requires
judgment in determining whether 1t 1s likely that future economic benefits are certain, which may
be based on assumptions about future events or circumstances. Estimates and assumptions made
may change if new information becomes available. TIf, after mine explorations costs are
capitalized, information becomes available suggesting that the recovery of expenditure is unlikely,
the amount capitalized is written off in the consolidated statement of income in the period when
the new information becomes available. An impairment loss is recognized when the carrying
value of those assets 1s not recoverable and exceeds their fair value.
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Deferred mine exploration costs, mcluded in “Other noncurrent assets”, as at December 31, 2013
and 2012 amounted to P197.0 million and P142.4 million, respectively (net of allowance for
impairment losses of #1442 million and nil as at December 31, 2013 and 2012,

respectively; see Note 13).

Estimating Allowance for Impairment Losses on Nonfinancial Other Current and Noncurvent
Assets

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

The carrying values of nonfinancial other current assets amounted to 2225.4 million and
P157.9 million as at December 31, 2013 and 2012, respectively, while nonfinancial other
noncurrent assets amounted to P840.6 million and P814.7 million as at December 31, 2013 and
2012, respectively.

The allowance for impairment losses on the Group’s nonfinancial other current assets amounted to
PO.5 million and P0O.9 million as at December 31, 2013 and 2012, respectively

(see Note 8). The allowance for impairment losses on the Group’s nonfinancial other noncurrent
assets as at December 31, 2013 and 2012 amounted to B160.6 million and B16.5 million,
respectively (see Note 13).

Estimating Provision for Mine Rehabilitation and Decommissioning

The Group assesses its provision for mine rehabilitation and decommissioning annually.
Signilicant estimates and assumptions are made in determining the provision for mine
rehabilitation as there are numerous factors that will affect the provision. These factors include
estimates of the extent and costs of rehabilitation activities, technological changes, regulatory
changes, cost increases and changes in discount rates. Those uncertainties may result in future
actual expenditure differing from the amounts currently provided

The provision at the end of the reporting period represents management’s best estimate of the
present value of the future rehabilitation costs required. Changes to estimated [uture costs are
recognized in the consohdated statement of financial position by adjusting the rehabilitation asset
and liability. For closed sites, changes to estimated costs are recognized immediately in the
consolidated statement of income,

The Group revised its estimate of the mine rehabilitation and decommissioning cost resulting to an
adjustment on capitalized cost amounting to nil and 57 3 million in 2013 and 2012, respectively.
Provision for mine rehabilitation and decommissioning amounted to B130.9 million and

P132.5 million as at December 31, 2013 and 2012, respectively (see Note 16).

Determining Pension Benefits

The determination of the Group’s obligation and costs for pension benefits is dependent on the
selection of certain assumptions used by actuaries in calculating such amounts. Those
assumptions, as described in Note 32, include among others, discount rates, expected rates of
return and future salary increase rates. In accordance with PAS 19, actual results that differ from
the Group’s assumptions are accumulated and amortized over future periods and therefore,
generally affect the recognized expense and recorded obligations in such future periods. While
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management believes that its assumptions are reasonable and appropriate, significant differences
in actual experience or significant changes n the assumptions may materially affect the Group’s
pension and other retirement obligations.

As at December 31, 2013 and 2012, pension asset included under “Other noncurrent assets”
account amounted to nil and P57.0 million, respectively (see Notes 13 and 32). Pension liability
amounted to P279.1 million and £136.5 million as at December 31, 2013 and 2012, respectively
{see Note 32).

Share-based Pavment Transactions

The Parent Company’s Executive Stock Option Plan (ESOP) grants qualified participants the right
to purchase common shares of the Company at a grant price. The ESOP recognizes the services
received from the eligible employees and an equivalent adjustment to the equity account over the
vesting period. The Parent Company measures the cost of equity-settled transactions with
emplovees by reference to the fair value of the equity instruments at the date at which they are
granted. Hstimating fair value for share-based payment transactions requires determining the most
appropriate valuation model, which is dependent on the terms and conditions of the grant. This
estimate also requires determimng the most appropriate inputs to the valuation model including
the expected life of the share option, volatility and dividend yield and making assumptions about
them. The assumptions and models used for estimating [air value for share-based payment
transactions are disclosed in Note 18.

While management believes that the estimates and assumptions used are reasonable and
appropriate, significant differences in actual experience or significant changes in the estimates and
assumptions may materally affect the stock compensation costs charged to operations.

The cost of share-based payment plan recognized as expense in 2013, 2012 and 2011, with a
corresponding charge to the equity account amounted to B10.4 million, 2.8 million and

B63.2 million, respectively. As at December 31, 2013 and 2012, the balance of the cost of
share-based payment plan in the equity section of the consolidated statements of financial position
amounted to P49.5 million and £57.5 million, respectively (see Note 18).

Assessing Recoverability of Deferred Income Tax Assets

The Group reviews the carrying amounts of deferred income tax assets at each end of the reporting
period and reduces the amounts to the extent that it 1s no longer probable that sufficient future
taxable income will be available to allow all or part of the deferred income tax assets tobe
utilized.

The Group has net deferred income tax assets amounting to £344 .4 million and £364.9 million ag
at December 31, 2013 and 2012, respectively (see Note 33).

As at December 31, 2013 and 2012, the Group has temporary difference on net operating loss
carry over (NOLCO) and excess Mmimum Corporate [ncome Tax (MCIT) over Regular
Corporate Income Tax (RCIT) amounting to B80.6 million and B786.7 million. respectively, for
which no deferred income tax asset was recognized because it is more likely than not that the
carryforward benefit will not be realized on or prior to its expiration (see Note 33).

Determining Fair Values of Financial Instruments

Where the [air values of financial assets and habilities recorded in the consolidated statements of
financial position cannot be derived from active markets, they are determined using internal
valuation techniques using generally accepted market valuation models. The inputs to these
models are taken from observable markets where possible, but where this is not feasible, estimates
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are used in establishing fair values. These estimates may include considerations of liguidity,
volatility and correlation. Certain financial assets and liabilities were initially recorded at its fair
value (see Note 35).

Cash and Cash Equivalents

2013 2012

Cash on hand and with banks P4,981,843 P637.617
Shert-term cash investments 5,252,493 8,625,834
P10,234,336 B9 263,451

Cash with banks earn interest at the respective bank deposit rates. Short-term cash investments are
made for varying periods of up to three (3) months depending on the immediate cash requirements
of the Group and earn interest at the respective short-term cash investment rates.

Interest income earned from cash and cash equivalents amounted to £143.0 million,
B205.7 million and B196.7 million in 2013, 2012 and 2011, respectively (see Note 27).

The Group has UUS$ denominated cash and cash equivalents amounting to $59.4 million,
equivalent to P2,636.9 million, and $15.0 million, equivalent to P613.9 million, as at
December 31, 2013 and 2012, respectively (see Note 34).

Cash with banks amounting to B65.1 million and £64.2 million as at December 31, 2013 and
2012, respectively, representing proceeds from the [PO, were deposited in escrow and are
restricted as to withdrawal for specified purpose as determined in the prospectus submitted with
the SEC; thus, are classified as “Other noncurrent assets™ (see Note 13).

Trade and Other Receivables

2013 2012

Trade (see Note 31) P654,568 P568,266
Advances to suppliers and contractors 63,154 119,172
Receivable from CBNC (see Note 31) 50,049 73,429
Amounts owed by related parties (see Note 31) 9212 14,251
Notes receivable - 76,278
Others (see Note 31) 101,409 130,205
878,392 981.601

Less allowance for impairment losses 38,943 43,741
B839,449 £937,860

Trade receivables and receivable from CBNC are noninterest-bearing and are generally on
seven (7)-day to thirty (30)-days” terms.

Advances to suppliers and contractors represent payments made in advance to suppliers and
contractors which will be offset against future billings upen the delivery of goods and completion
of services.

Notes receivable pertains to US$ denominated promissory note amounting to US$1.9 milhon with
an EIR of 4.5%, issued by Hxchange Equity Company on September 12, 2012. The notes
matured on September 12, 2013.
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Other receivables include advances to third parly companies which are collectible on demand.
This also mcludes despatch receivables which are generally on seven (7)-day to thirty (30)-days’

terms.

The Group has UUS$ denominated trade and other receivables amounting to $11.5 million,
equivalent to P538.1 million, and $13.4 million, equivalent to £552.1 million, as at

December 31, 2013 and 2012, respectively (see Note 34),

Movements of allowance for impairment losses as at December 31, 2013 and 2012 are as follow:

2013 Trade Others Total
Balances at January 1 32,436 £11,305 43,741
Provisions (see Note 28) 779 1,488 2,267
Write-off (4,316) - (4,316)
Reversal (see Note 29) (4,769) - (4,769)
Foreign exchange adjustments 2,020 — 2,020
Balances at December 31 B26,150 £12,793 P38,943
2012 Trade Others Total
Balances at January 1 £224.141 10,494 P234.635
Provisions (see Note 28) - 811 811
Write-off (186,035) - (186,035)
Foreign exchange adjustments (5,670} — (5,670}
Balances at December 31 £32,436 211,305 P43,741
6. Inventories
2013 2012
Beneficiated nickel ore and limestone ore - at cost £1,188,354 B1,140,500
Beneficiated nickel ore - at NRY 343,559 331,239
Current portion of long-term stockpile
inventory (see Note 12) 188,456 139,076
Materials and supplies:
At NRV 253,631 352,077
At cost 70,469 41,296
B2,044,469 P£2,004,188
Movements of allowance for inventory losses in 2013 and 2012 follow:
Beneficiated Materials
2013 nickel ore and supplies Total
Balances at January 1 B340,014 43,405 £383,419
Provisions (see Note 29) 63,605 - 63,605
Reversals (see Note 29) (69,966) (2,802) (72,768)
Balances at December 31 B333.,653 £40,603 B374,256
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Beneficiated Materials

2012 nickel ore and supplies Total
Balances at January 1 360,052 P43 405 B403,457
Reversals (see Note 29) (8,226) — (8,226)
Write-off (11,512) — (11,812)
Balances at December 31 P340.014 P43.405 P383.419

The cost of beneliciated nickel ore provided with allowance for inventory losses amounted to
P677.2 million and P671.3 million as at December 31, 2013 and 2012, respectively, while the cost
of materials and supplies provided with allowance for inventory losses amounted to

B294 .2 million and B395.5 million as at December 31, 2013 and 2012, respectively.

Costs of inventories charged as expense amounted to P4, 788.0 million, P4.738.5 million and
B3.574.8 million in 2013, 2012 and 201 1, respectively (see Notes 20 and 22).

AFS Financial Assets

2013 2012

Quoted instruments:
Debt securities P1,318,364 P1,020,750
Equity securities 201,830 188,544
Unguoted equity securities 918,744 918,744
2,438,938 2,128,038
Less noncurrent portion 1,181,568 1,041,934
P1,257,370 P1,086,104

Quoted instruments are carried at fair market value as at the end of the reporting period. Ungquoted
equily nstruments are carried at cost as at the end of the reporting period, since the fair values of
these investments cannot be reliably measured.

The movements in AFS financial assets account follow:

2013 2012
Balances at January 1 2,128,038 P1,568.861
Additions 374,074 574,747
Disposals (109,713) (71,263)
Effect of changes in foreign exchange
rate (see Note 29) 860 (11,217
Valuation gains on AFS financial assets 45,679 66910
Balances at December 31 P2,438,938 B2.128,038

Taking Pride in Responsible Mineral Development

7



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The movements in “Net valuation gains on AFS financial assets” presented as a separate
component of equity follow:

2013 2012
Balances at January 1 B65,199 P20.889
Movements recognized in equity:
Gains recognized in equity 52,987 73,400
Reclassification adjustments for income included
in the consolidated statements of
income (see Note 27) (7,308) {6,490)
Income tax effect (15,636) (16,048)
Valuation gains taken into the consolidated
statements of comprehensive income 30,043 50,862
Non-controlling interests in losses (gains)
recognized in equity 4,264 (6,552)
Balances at December 31 B99,500 P65,199

AFS financial assets pertain to investments in common and preferred shares of various local and
foreign public and private companies, golf ¢lub shares and debt securities. As at

December 31, 2013 and 2012, quoted debt and equity securities amounting to P1,257.4 million
and P1,086.1 million, respectively, were classified as current based on management’s intention to
dispose the instruments within one (1) year from the end of the reporting period.

The nencurrent portion of AFS financial assets amounted to B1,181.6 million and 1,041.9 million
as at December 31, 2013 and 2012, respectively. As at December 31, 2013, the Group has no
intention to dispose its unquoted equity shares within the next year.

Dividend income earned from AFS equity securities amounted to £62.7 million, P192.7 million
and P436.4 million in 2013, 2012 and 2011, respectively, of which B60.5 million, £191.9 million
and P434 2 million relates to dividends coming from investments in unquoted securities

{see Note 29}, while interest income from AFS debt securities amounted to P12.0 million,

B20.7 million and £8.5 million in 2013, 2012 and 2011, respectively (see Note 27).

The valuation gains of B30.0 million, B50.9 million and valuation losses of P16.4 million is net of
share of nen-centrolling interests amounting to a valuation loss of P4.3 million and valuation gains
of P6.6 million and P03 million as at December 31, 2013, 2012 and 2011, respectively.

The Group uses the specific identification method in determining the cost of securities sold.

No impairment loss was recognized on the Group’s AFS unquoted equity securities in 2013 and
2012,

ANNUAL REPORT 2013



8. Prepayments and Other Current Assets

2013 2012
Input tax (net of allowance for impairment losses
of mil and P0.9 million 111 2013 and 2012,
respectively) £106,050 84,768
Prepaid taxes 69,744 34,635
Prepaid insurance 27.398 7,217
Prepaid rent and others 11,459 4.336
Advances and deposits 7,244 20,372
Tax credit certificates (net of allowance for impairment
losses of PO.5 million and mil in 2013 and 2012,
respectively; see Note 29) 3,517 6,616
B225,412 ¥157.944
9. Property and Equipment
2013
Mining
Properties and Machinery Buildings
Development and and  Construction
Land Costs Equipment Improvements In-progress Total
Cost
Balances at January 1 B252,458 P591,689 $6,323,765 P2,384,412 P349,073 £9,901,397
Additions 1,831 - 1,049,144 179,888 700,262 1,931,125
Transfersireclassification - - 23,272 193,388 (220,207) (3,347
Disposals — - (132.160) (43,567) {19.483) (195,210)
Balances at December 31 254,289 591,689 7,264,021 2,714,121 509,645 11,633,765
Accnmulated depreciation
and depletion
Balances at January 1 = 199,239 3,043,613 708,617 = 3,951,469
Depreciation, amortization
and depletion
(see Note 26) - 14,565 1,072,718 173,318 — 1,260,601
Transfersireclassification - - (338) - - (338)
Disposals = - (104,660 (59,059) = (163,719)
Balances at December 31 T 213,804 4,011,333 $22,576 = 5,048,013
Netbook values $254,289 B377,885 $3,252,688 P1,891,245 509,645 P6,585,752
2012
Mining
Properties and Machinery Buildings
Development and and Construction
Land Costs Equipment  Improvements In-progress Total
Cost
Balances at January 1 P242,237 P408,125 P4,072,444 $2,341,263 B135,523 £7,199,592
Additions 10,214 126,307 2,242,044 31,707 282,706 2,692,978
Adjustment for capitalized
cost of mine
rehabilitation and
decommissioning = STRT = = = ST 250
Tranzfers/reclassification T - 16,993 11,442 (64.721) (36.279)
Disposals — (7.716) - (4.435) (12,151)
Balances af December 31 250,458 591,689 6,323,765 2,384,412 349,073 9,901,397
Accumulated depreciation and
depletion
Balances at January 1 = 179,358 2,253,169 550,227 = 2,982,754
Depreciation, amortization
and depletion
(seeNote 26) - 19,881 795,560 158,941 — 974,382
Disposals = (5.116) {351) = {5,667)
Balances at December 31 = 199,239 3,043,613 708,617 = 3,931,469
Net book values P252,458 $392,450 $3,280,152 P1,675,795 $349,073 P5,949,928
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Pier [acilities (included under “Buildings and improvements™) with a carrying value of
P150.3 million and P195.6 million as at December 31, 2013 and 2012, respectively, were
mortgaged as collateral for the long-term debt of RTIN as mentioned in Note 15.

Depreciation on the excess of the fair value of the assets acquired from RTN over their
corresponding book values transferred to retained earmings amounted to P0.4 million in 2013,
2012 and 2011.

1)

Investment Properties

2013 2012
Cost:
Balances at January 1 P142,151 £116,096
Additions - 26,055
Disposals (112,491) —
Reclassification (660) —
Balances at December 31 29,000 142,151
Accumulated depreciation:
Balances at January 1 69,960 62,459
Depreciation (see Note 26) 2,050 7.501
Disposals (72,010) =
Balances at December 31 = 69,960
Net book values B29,000 B72.191

Investment properties consist of condominium units rented out as office spaces and parcels of land
located in Surigao City which 1s intended for leasing to THNC 1n the future. Rental income in
2013, 2012 and 2011 amounting te P6.0 million, £11.7 million and B11.2 million, respectively,
are included under “Services and others™ in the consolidated statements of income. Direct
operating expenses in 2013, 2012 and 2011 amounted to 0.8 million, 6.6 million and

£10.1 million, respectively, were included under “General and administrative expenses”.

The estimated fair value of investment properties, excluding the land located in Surigao City,
amounted to nil and P234.8 million as at December 31, 2013 and 2012, respectively. The fair
value is determined using the approximate current selling price of the same type of building in
Makati Central Business District.

The fair value of the land approximates its carrying value as at December 31, 2013 and 2012,

In 2013, investment properties with carrying amount of £40.5 million were sold for B185.6 million
resulting to a gain of B145.1 million (see Note 29).

Tulls

Investment in an Associate

The Parent Company, together with Sumitomo Metal Mining Co., Ltd. (SMM) and Mitsui and
Co., Ltd. (Mitsui) signed a Stockholders” Agreement on September 15, 2010, dividing the
ownership of THNC, mnto twenty-two and a hall percent (22.5%), sixty-two and a half percent
(62.5%) and [ifteen percent (15.0%), respectively.
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On November 4, 2010, pursuant to the terms of the above Agreement, the Parent Company
entered into a subseription agreement with THNC for the subscription of 921,375,000 common
shares for the total amount of US$102.4 million or B4,443 1 million, equivalent to 22 5% interest
in THNC.

THNC, a private entity that is not listed on any public exchange, was incorporated and registered
with the Philippine SEC on August 22, 2008. Its principal activities consist of the manufacture
and export of mckel/cobalt mixed sulfide. THNC has started commercial operations in

October 2013,

The lollowing are the summarized financial information of THNC as at December 31, 2013 and
2012. THNC’s financial statements are stated in 1J5$ and translated at the closing rate of

US$H1 = P44 40 and USH1 = P41.05 as at December 31, 2013 and 2012, respectively, for assets
and liabilities accounts, historical rates for equity accounts and average rate of US$1 =£42 .43 and
US$1 = P42 24 for the statements of income accounts n 2013 and 2012, respectively.

2013 2012
Current assets B6,837,555 P1,857.348
Noncurrent assets 67,486,190 56,899,567
Current habilities {(7,823,555) (566,681)
Noncurrent labilities (48,674,289) (40,930,006)
et assets P17,825,901 P17,260,228
Revenue B577,756 B105,714
Expenses 1,381,329 615,219
Net loss P803,573 £509.506
Movements n the investment 1n an associate follow:
2013 2012
Acquisition cost P4,443,075 P4,443,075
Accumulated equity in net earnings:
Balances at beginning of vear (317,237) (202,598)
Equity in net losses (184,703) (114,639)
(501,940) (317237
Share in cumulative translation adjustment:
Balances at beginning of year (136,909) 131,390
Movement 307,200 (268,299)
170,991 (136,909)
Balances as at December 31 4,112,126 3,988,929

The balance of investment in an associate includes goodwill of P105.4 million as at
December 31, 2013 and 2012, while the share in cumulative translation adjustment of an associate
is gross of deferred income tax liability of P30.8 million and nil, respectively (see Note 33).
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12. Long-term Stockpile Inventory

The long-term stockpile inventory pertains to low grade ore extracted from RTIN’s minesite. This
amount was not recognized in RTN’s books but was recognized by the Parent Company when it
acquired the controlling mterest in RTN. The low grade ore inventory was mitially recogmzed
and valued at fair value. The [air value of the long-term stockpile inventory was computed using
the present value of the estimated future cash flows of RTN which it will derive from the long-
term Nickel Ore Supply Agreement with CBNC (see Note 31a). Subsequently, this fair value
represented the cost of the long-term stockpile inventory. The fair value of the inventory as at the
date of acquisition amounted to £2,036.7 million.

The cost of the long-term stockpile inventory is periodically charged to cost of sales based on the
actual tonnage delivered to CBNC from the long-term stockpile. The amounts of B235.2 million,
P133.0 million and P143 2 million were charged to “Cost of sales” in 2013, 2012 and 2011,
respectively (see Note 20).

A portion amounting to B188.5 million and 2139.1 million, representing the estimated costs of the
long-term stockpile inventory that will be delivered to CBNC in the next reporting period, were
shown as part of “Inventories” as at December 31, 2013 and 2012, respectively (see Note 6).

The carrying value of long-term stockpile - net of current portion amounted to £981.5 million and
B1.266.0 million as at December 31, 2013 and 2012, respectively.

13.

Other Noncurrent Assets

2013 2012

Input tax - net of current portion B448.466 B412,254
Advances to claimowners (see Note 36¢) 235,922 208,155
Deferred mine exploration costs 197,028 142,392
MRF 125,467 134,288
Deposit for aircraft acquisition 08,924 —
Cash held in escrow (see Note 4) 65,118 64,228
Long-term negotiable instruments 30,000 30,000
SDMP fund 16,999 2,563
Pension asset (see Note 32) - 56,986
Others 20,861 11,405
1,238,785 1,062,271

Less allowance for impairment losses 160,645 16,490
P1,078,140 P1,045,781

Input tax represents the value-added tax (VAT) paid on purchases of applicable goods and
services, net ol output tax, which can be recovered as tax credit against future tax hability of the
Group upon approval by the Philippine Bureau of Internal Revenue (BIR) and/or the Philippine
Bureau of Customs.

Advances to claimowners represent advance royalty payments to East Coast Mineral Resources
Co., Ine. (East Coast), La Salle Miming Exploration Company (La Salle), Kepha Mining
Exploration Company {(Kepha) and Ludgoron Mg Cerporation { Ludgoron; see Note 36e).
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Deferred mine exploration costs include minmg rights of P32.3 million as at December 31, 2013
and 2012,

MRF is the amount deposited in local bank accounts established by the Group in compliance with
the requirements of the Philippine Mining Act of 1995 as amended by Department of Environment
and Natural Resources Administrative Order No. 2005-07. The MRF 1s earmarked for physical
and social rehabilitation of areas and communities affected by mining activities and for research
on the social, technical and preventive aspects of rehabilitation. Any disbursement in the MRF
should be authorized by the MRF Committee, the external overseeing body charged with the
duties of managing, operating, monitoring and looking after the safety of the MRF. The MRF
earns interest at the respective bank deposit rates.

RTN’s deposit for aircraft acquisition pertains to advance payments made to World Aviation
Corporation in 2013, for an absolute and exclusive right to purchase an aircraft exercisable within
twelve (12) years.

The long-term negotiable instrument earns interest at 5.25% per annum and will mature in
October 2019

The SDMP fund shall be used for the sustainable development of the host and neighboring
communities of the mine site, namely, Barangays Taganito, Hayanggabon, Urbiztondo and
Cagdianao. In 2012, the fund was extended to the ten-non mining barangays within the
Municipality of Claver and to the Province of Surigao del Norte. The programs are intended for
health, education, livelihood, public utilities and socio-cultural preservation. Its implementation is
under the audit, monitoring and evaluation of the Mines and Geosciences Bureau (MGB).
Movements of allowance for impairment losses m 2013 and 2012 follow:

Advances to Deferred mine

2013 claimowners exploration costs Total
Balances at January 1 216,490 B B16.490
Provisions (see Note 29) = 144,155 144,155
Balances at December 31 £16.,490 £144,155 B160,645
Advances to Deferred mine
2012 claimowners exploration costs Total
Balances at Janary 1 £21,400 B6l,376 PR2.776
Write-off (4,910) (61,376) (66.286)
Balances at December 31 B16,490 B 216,490

14. Trade and Other Payables

2013 2012

Trade (see Note 31) B475,971 £403,250
Accrued expenses (see Note 31) 241222 254,400
Excise tax and royalties 87,434 114,591
Withholding taxes 50,446 38,811
Retention payable 34,168 446
Unearned income 4,563 8,677
Others (see Note 31) 34,309 43,840
B928,113 P864,015
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Trade, accrued expenses and other payables are noninterest-bearing and are generally settled in
less than thirty (30) days’ term. Excise tax payable 1s settled within filteen (15) days after the end
of the quarter when the beneficiated nickel ore and limestone ore were shipped. Rovalties are paid
on or before the deadline agreed with the MGRE or other parties. Withholding taxes are payable
ten (10} days after the end of each month.

Trade payables relate to payables to suppliers and relate to transactions in the ordinary course of
business. Accrued expenses substantially consist of contractor’s fees and rental which are usual in
the business operations of the Group.

Retention payable pertains to the ten percent (10%) of the gross payable amount retained by TMC
from its supplier and will be paid upon the completion of the construction of the conveyvor system.

The Group has US$ denominated trade and other payables amounting to $1.4 million, equivalent
to £63.4 million, and $1.2 mullion, equivalent to P50.5 million as at December 31, 2013 and 2012,
respectively (see Note 34).

15.

Long-term Debi

2013 2012
T™MC P1,359,597 PB1,328,994
RTN 179,000 210,295
1,538,597 1,539,280

Less noncurrent portion:
T™MC 1,281,206 1,257,156
RTN 139,222 165,514
1,421,128 1,422,670
Current portion P117,469 F116,619

TMC Loan

On October 4, 2010, TMC entered into an Omnibus Agreement with THINC, wherein the latter
granted the former a total loan facility amounting to $35.0 million at a prevailing 180-day British
Banker Association London Inter-Bank Offered Rate (LIBOR ) plus two percent (2%) spread, to
exclusively finance the construction of the pier facilities within the Taganito Special Economic
Zone (TSEZ). The loan shall be drawn down in one or multiple times by July 31, 2011. As at
December 31, 2013 and 2012, the total loan drawn down by TMC amounted to $35.0 million.

Starting 2012, the mterest on the loan is payable semi-annually in October 10 and April 10
The total principal is payable in semi-annual installments of $0.9 million starting on
October 10, 2011 up to April 10, 2031

The Omnibus Agreement provides for restriction with respect to creation, assumption, incurrence
and permission to exist any lien upon the pier facilities and all TMC’s other real nights over the
same except as permitted under the Omnibus Agreement. Also, the Omnibus Agreement provides
for certain conditions which include, among others, maintenance and preservation of TMC’s
corporate existence, rights, privileges and licenses, prompt submission of written notice to THNC
of any and all litigations and administrative arbitration proceedings before any governmental
authority affecting TMC, prompt payment of all amounts due under the loan documents and
maintenance of all governmental approvals necessary to perform the obligations. As at

December 31, 2013 and 2012, TMC 1s in compliance with the restrictions.
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Interest expense n 2013, 2012 and 2011 amounting to P33.5 million, P38.1 million and

P27.6 million, respectively, were included in equipment operating cost under “Cost of services”
(see Note 21). In March 2011, TMC completed the construction of pier facilities and the related
borrowing cost capitalized as part of the construction-in progress was B7.8 million. No borrowing
costs were recognized after the completion of the construction.

RTN Loan

On November 25, 2002, RTN entered into an Omnibus Agreement with SMM, wherein the latter
granted the former a loan facility amounting to US$1.8 million at prevailing 180-day LIBOR plus
two percent (2%0) spread, for the construction of the pier facilities.

In July 2003, an additional loan amounting to US$0.2 million was granted by SMM. Starting
2003, the interest on the original and additional loans is payable semi-annually on February 28 and
August 31. The total principal is payable in 20 equal semi-annual installments starting on
February 28, 2004 up to August 31, 2013. In February 2007, RTN and SMM agreed to an
additional loan facility amounting to US$9.0 million. Of the total loan facility, the remaining
US$0.5 million was drawn in February and March 2008. The additional loan facility is payable in
semi-annual installments starting on August 31, 2008 up to February 28, 2018,

In consideration, and to ensure payment of these loans, RTN assigned, transferred, and set over to
SMM, absolutely and unconditionally, all of RTNs rights, title, and interest over its future
receivable from CBNC under the Throughput Agreement (see Note 36b). RTN also constituted a
first ranking mortgage on the pier facilities (see Note 9).

The Omnibus Agreement provides for restrictions with respect to creation, assumption, ncurrence
and permission to exist any lien upon the pier facilities and all RTN"s other real rights over the
same except as permitted under the Ommibus Agreement. Also, the Omnibus Agreement provides
tor certain conditions which include, among others, maintenance and preservation of RTINs
corporate existence, rights, privileges and licenses, prompt submission of written notice to SMM
of any and all litigations or administrative or arbitration proceedings belore any governmental
authority affecting RTN. As at December 31, 2013 and 2012, RTN is in compliance with the
restrictions.

Interest expense amounted to P4.8 million, £6.5 million and 7.3 million in 2013, 2012 and 2011,
respectively (see Note 28).

16. Provision for Mine Rehabilitation and Decommissioning

2013 2012

Balances at January 1 P132,522 P61,726

Payments of rehabilitation cost (10,149) #
Accretion interest on provision for mine
rehabilitation and decommissioning

{see Note 28) 8,554 13,539

Effect of change in estimate (see Note 9) — 57,257

Balances at December 31 P130,927 $132,522
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Provision for mine rehabilitation and decommissioning pertains to the estimated decommissioning
costs to be meurred in the future on the mined-out areas of the Group.

The Group makes a full provision for the future cost of rehabilitating mine site and related
production facilities on a discounted basis on the development of mines or installation of those
facilities. The rehabilitation provision represents the present value of rehabilitation costs. These
provisions have been created based on the Group’s internal estimates. Assumptions, based on the
current econontic environment, have been made which management believes are a reasonable
basis upon which to estimate the future liability. These estimates are reviewed regularly to take
into account any material changes to the assumptions. However, actual rehabilitation costs will
ultimately depend upon future market prices for the necessary decommissioning works required
which will retlect market conditions at the relevant time Furthermore, the timing of rehabilitation
is likely to depend on when the mine ceases to produce at economically viable rates. This, in turn,
will depend upen future ore prices, which are inherently uncertain.

The Group revised its estimate of the mine rehabilitation and decommissioning cost resulting to an
adjustment on capitalized cost amounting to nil in 2013 and £57.3 million in 2012 (see Note 9).

17. Equity

Capital Stock
The capital structure of the Parent Company as at December 31, 2013 and 2012 15 as follows:

2013 2012
Common stock - P0O.50 par value
Authorized - 4.265,000,000 shares
Issued - 2,519,159.345 shares
in 2013 and 2.013,476,263 in 2012 £1,259,580 B1,006,738
Preferred stock - P0.01 par value
Authorized and Issued - 720,000,000 shares 7,200 7.200
£1,266,780 £1,013,938

Preferred share is voting, non-participating but with a fixed cumulative dividend rate of seven
percent (7%) per annum.

Movements in common stock follow:

2013
Number of
Shares Total
Balances at January 1 2,013,476,263 B1,006,738
Declaration of stock dividends 503,831,864 251,916
Exercise of stock options (see Note 18) 1,851,218 0926
Balances at December 31 2,519,159.345 £1,259,580
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2012

Number of
Shares Total
Balances at January 1 1,339,831,828 P669 916
Declaration of stock dividends 671,158,752 335,579
Exercise of stock options {see Note 18) 2,485, 683 1,243
Balances at December 31 2,013.476,263 £1,006,738

On June 16, 2010, the BOD and stockholders of the Parent Company approved the Executive
Stock Option Plan (ESOP). On December 20, 2010, the Plan was approved by the SEC. Shares
reserved for 1ssue under the ESOP is 12 million shares. Basic terms and conditions of the ESOP
are disclosed in Note 18.

On March 28, 2012 and June 8, 2012, the Company’s BOD and stockholders, respectively,
authorized and approved the increase in authorized capital stock from B800.0 million to
P2.139.7 million.

Issued Capital Stock

The TPO of the Parent Company’s shares with an offer price of B15.00 per share, which is
equivalent to P8.00 per share after the stock dividends, resulted to the 1ssuance of 217,183,818
common shares and reissuance of 132,991,182 shares held in treasury.

In October 2010, shares were issued to Sumitomo Metal Miming Philippine Holdings Corporation

{(SMMPHC), Nickel Asia Holdings, Ine. (NAHTI) and the President of the Parent Company

pursuant to the Subscription Agreement entered into on September 24, 2010 whereby:

s  SMMPHC subscribed to 13,169,982 commen shares of the Parent Company for a
consideration of P206.8 million.

»  The Parent Company’s President subseribed to 1,855,000 common shares of the Parent
Company for a consideration of #26.9 million.

o NAHI subscribed to 720,000,000 preferred shares of the Parent Company for a consideration
of B7.2 million.

As at December 31, 2013 and 2012, the Parent Company has forty-five (45) and forty-one (41)
stockholders, respectively.

As at December 31, 2013 and 2012, a total of 803,135,234 or 32% and 657,060,167 or 33%,
respectively, of the ocutstanding common shares of the Parent Company are registered in the name
of forty-three (43) and thirty-nine (39) shareholders, respectively, while the balance of
1,716,024,111 common shares or 68% and 1,356,416,096 common shares or 67%, respectively,
are lodged with the Philippine Depository, Inc. (now known as Philippine Depository and Trust
Corporation).

Dividends

Cash Dividends

On April 5, 2013, the Parent Company’s BOD declared cash dividends amounting to

P705.3 million, equivalent to P0.35 per share, to stockholders of record as at April 22, 2013 which
were paid on May 14, 2013

On March 28, 2012, the Parent Company’s stockholders declared cash dividends amounting to
P1,073.5 million, equivalent to PO.80 per share, to stockholders of record as at April 16, 2012,
which were paid on May 11, 2012,
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On October 25, 2011, the Parent Company’s BOD declared special cash dividends amounting to
P201.0 million, equivalent to PO.15 per share, to stockholders of record as at November 11, 2011,
which were paid on December 8, 2011

On March 25, 2011, the Parent Company’s BOD declared cash dividends amounting to
P468.9 million, equivalent to P0.35 per share, to stockholders of record as at Apnil 11, 2011. The
dividends were paid on May 9, 2011.

Stack Dividends

On June 3, 2013, the Parent Company”s stockholders declared twenty-five percent (25%) stock
dividends on the outstanding common shares amounting to £251.9 million, equivalent to

B0.50 per share, to stockholders of record as at June 18, 2013 which were issued on July 12, 2013.

On June §, 2012, the Parent Company’s stockholders declared fifty percent (50%) stock dividends
on the outstanding common shares amounting to P335.6 million to stockholders of record as at
August 29, 2012 to support the increase in authorized capital stock. The stock dividends
correspond to 671.2 million common shares at the issue price equivalent to the par value of PO 50
per share. The stock dividends were issued on September 24, 2012,

Appropriated Retained Earnings
On November 5, 2013, the Parent Company’s BOD approved the appropriation of retained

earnings amounting to 1,000 0 million, for the construction, operation and maintenance of a
bunker-fired diesel power station (see Note 36g).

18.

Executive Stock Option Plan

On Tune 16, 2010, the BOD and stockholders of the Parent Company approved the ESOP . On
December 20, 2010, the Plan was approved by the SEC.

The basic terms and conditions of the ESOP are:

s The ESOP covers up to 12.0million shares allocated to the Parent Company’s officers and the
officers of the subsidiaries.

e The eligible participants are the directors and officers of the Parent Company and its
subsidiaries, specifically those with a position of Assistant Vice President and higher,
including the Resident Mine Managers of the subsidiaries.

s The exercise price is £13.30.

» The grant date of the Plan is January 3, 2011 as determined by the Stock Option Committee.

e The term of the Plan shall be six (6) vears and the shares will vest to the participant at the rate
of twenty five-percent (25%) per year after the first year of the Plan or December 21, 2011

» The participant can exercise the vested options by giving notice within the term of the Plan,
and can opt to either purchase the shares at the exercise price or request the Parent Company
to advance the purchase price and to sell the shares in which case the participant will receive
the sales proceeds less the exercise price.

The stock option agreement was made and executed on January 31, 2011 between the Parent
Company and the option grantees.
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The [air value of the stock options 13 P6.44, which was estimated as at grant date, January 3, 2011,
using the Black Scholes-Merton model, taking into account the terms and conditions upon which
the options were granted.

The following assumptions were used to determine the fair value of the stock options at effective
grant date:

Grant Date January 3, 2011
Spot price per share B15.0
Exercise price 13.5
Expected volatility 60.34%
Option life 3.967 years
Dividend vield 2.06%
Risk-free rate 4.50%

The expected volatility reflects the assumption that the historical volatility over a period similar to
the life of the options is indicative of future trends, which may alse not necessarily be the actual
outcome.

Except for the effect of stock dividends, there have been no modifications or cancellations in 2013
and 2012,

The following table illustrates the number of, and movements in, stock options:

Weighted Average
Number of Options Exercise Price
2013 2012 2013 2012
January 1 13,971,473 11,503,912 £9.00 P13.50
Exercised (see Note 17) (1,851,218) (2.485.683) 9.00 13.50
Forfeited - (450,000) - 13.50
Granted - 746,088 - 13.50
Stock dividends 3,030,058 4,657,156 7.20 9.00
December 31 15,150,313 13,971,473 £7.20 B9O.00

In 2013 and 2012, the number of shares and exercise price were adjusted for the effect of the
twenty-five percent (25%) and fifty percent {50%) stock dividends, respectively {see Note 17).

The number of exercisable vested stock options as at December 31, 2013 and 2012 are 9,851,885
and 5,233,977, respectively.

On September 2, 2013 and March 19, 2013, the SEC approved the exemption from registration of
3,030,058 and 4,457,156 common shares, respectively, which shall form part of the ESOP.

In 2013 and 2012, the weighted average stock price at exercise dates was P26.62 and P28.16,
respectively, which is equivalent to P21.30 and P15.02 per share after the effect of stock
dividends, respectively.
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Movements in the cost of share-based payment plan included n equity are as [ollows:

2013 2012
Balances at beginning of vear B57,464 £64.308
Cost of share-based payment recognized as capital
upon exercise (18,309) (9,603)
Stock option expense (see Note 25) 10,369 2055
Movements during the year (7,940) (6,844)
Balances at end of year B49,524 B57.464

The weighted average remaining contractual life of options outstanding 1s two and a half (2.5)
years and three and a half (3.5) years as at December 31, 2013 and 2012, respectively.

In 2013, 2012 and 2011, the cost of share-based payments expense amounting to 10.4 million,
B2 8 million and P63.2 million, respectively (see Note 25).

19.

Earnings Per Share

The lollowing reflects the income and share data used in the basic and diluted earnings per share
computations:

2013 2012 2011

Net mcome attributable to equity

holders of the parent £2,053,674 £2.207.210 P3.537.782
Preferred stock dividends 504 504 504
Net ncome attributable to equity

holders of the parent for basic

earnings 2,053,170 2,206,706 3,537,278
Dividends on dilutive potential

ordinary shares — 474 —
Net income attributable to

ordinary equity holders of the

parent adjusted for the

effect of dilution £2,053,170 £2,206,232 P3,537.278
Weighted average number of

common shares for basic EPS  2,518,547,419 2.515.828227 2.512.184.677
Effect of dilution from share

options 11,250,000 6,093,750 5,625,000
Weighted average number of

common shares adjusted for

the effect of dilution 2,529,797.419 2:521.892).977 2.517.809.677
Basic EP3 £0.82 B0.33 Bl 41
Diluted EPS £0.81 P0.33 B1.40
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There have been no other transactions involving ordinary shares or potential ordinary shares
between the end of the reporting period and the date of authorization of the consolidated financial
statements.

20. Cost of Sales

2013 2012 2011
Production overhead £1,938,349 £1,986,973 P1,594,701
QOutside services 869,379 1,194,218 931,168
Depreciation and depletion
{see Note 26) 830,512 615,090 423,621
Personnel costs (see Note 25) 609,699 614,390 626,309
Long-term stockpile inventory
{see Note 12) 235,169 132,997 143,184
4,543,108 4,543,668 3,718,983
Net changes in beneficiated
nickel ore and limestone ore (53.814) (76,453) (369,293
£4,489,294 P4.467.215 P3,349,690

Outside services pertain to services offered by the contractors related to the mining activities of
the Group. These services include, but are not limited to, hauling, stevedoring, janitorial
maintenance, security and blasting equipment rental.

21. Cost of Services

2013 2012 2011

Depreciation and
depletion (see Note 26) £133,040 P100,726 P72,769
Equipment operating cost 76,058 78,681 65,027
Personnel costs (see Note 25) 63,836 36,869 32,847
Overhead 49,962 15,575 17,331
Qutside services 12,396 28.548 26,286
B335.292 P260,399 £214,260

Equipment operating cost includes interest expense amounting to 33.5 million, B38.1 million and
P27.6 million in 2013, 2012 and 2011, respectively (see Note 15).

22. Shipping and Loading Costs

2013 2012 2011
Contract fees £801,402 P857.455 P769.647
Supplies and fuel, oil and
lubricants 298,752 271,266 225,119
Depreciation and
depletion (see Note 26) 155,810 123,670 102,526
Personrel costs (see Note 25) 72,219 61,865 84,523
Other services and fees 70,588 86,294 104,261
£1,398,771 1,400,550 P1,286.076
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23. Excise Taxes and Royalties

2013 2012 2011
Royalties (see Notes 36e and 367) P439,098 P455,072 P491,656
Excise taxes (see Note 36¢) 209,510 222,865 244,606
648,608 B707,937 B736,262
24. General and Administrative

2013 2012 2011
Personnel costs (see Note 25) P223,081 B173.819 P276,641
Depreciation (see Note 26) 84,705 84.941 81,711
Taxes and licenses 80,474 66,199 31,942
Outside services 67,750 62,860 47.437
Transportation and travel 20,246 18,257 20,260

Entertainment, amusement and
recreation 13,720 13,721 15,008
Communications, light and water 11,882 13,458 10,902
Repairs and mamtenance 9,528 8.661 8.364
Others 113,433 85,665 85,160
P624,819 P527,581 P577,425

Other general and administrative expense i1s composed ol dues and subscription expense, rentals,
other service fees and other numerous transactions with minimal amounts.

25. Personnel Costs

2013 2012 2011
Salaries, wages and employee
benefits £963,293 B840.,942 BOl6,767
Pension cost (see Note 32) 55,173 43,242 40,346
Cost of share-based payment
plan (see Note 18) 10,369 2.759 63.207
P1,028,835 PR86,943 B1,020,320
The amounts of personnel costs are distributed as follows:
2013 2012 2011
Cost of sales (see Note 20) £609,699 B614.390 P626,309
General and administrative
{(see Note 24) 223,081 173,819 276,641
Shipping and loading costs
{see Note 22) 72,219 61,865 84,523
Cost of services (see Note 21) 03,836 36,869 32,847
P1,028,835 P886,943 P£1,020,320
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26. Depreciation and Depletion

2013 2012 2011
Property and equipment
{see Note 9) 1,260,601 B974,382 P724,613
Investment properties
(see Note 10) 2,050 7,501 9,208
£1,262,651 P981.883 £733,821
The amounts of depreciation and depletion expense are distributed as follows:
2013 2012 2011
Cost of sales (see Note 20) £830,512 P615,090 P423 621
Shipping and leading
costs (see Note 22) 155,810 123,670 102,526
Cost of services (see Note 21) 133,040 100,726 72,769
General and administrative
(see Note 24) 84,705 84,941 81,711
Others 58,584 57.456 53,194
B1,262,651 POB1,883 £733.521
27. Finance Income
2013 2012 2011
Interest income
{see Notes 4, 7 and 32) £159,445 B226.414 £208,436
Gain on:
Sale of AFS financial
assets (see Note 7) 7,308 6,490 —
Sale of investment funds = 2,136 -
P166,753 £235.040 £208.436
28. Finance Expenses
2013 2012 2011
Guarantee service fee
{see Note 361f) £104,235 BR3,987 P26,636
Interest expense
{see Notes 15 and 32) 13242 16,199 7.346
Accretion interest on provision
for mine rehabilitation and
decommissioning
{see Note 16) 8,554 13,539 10,355
Provision for impairment losses
on trade and other receivables
{see Note 5) 2,267 8ll 3,962
Loss on sale of AFS financial
assets - - 18,316
£128,298 P114,536 £66,615
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29. Other Income - Net

2013 2012 2011
Gain (loss) on:
Sale of investment properties
{see Note 10) P145,095 P P
Sale of property and
equipment 82,005 1,369 {2,896)
Casualty (7,439) - (239,459
Write off of input VAT (6,752) (5,068) —
Long-term stockpile
inventory write-up .- - 573,000
Reversals of allowance for
(provisions for):
Impairment of deferred mine
and exploration costs
{see Note 13) (144,155) - (61,853)
Impairment losses on
beneficiated nickel ore
inventory (see Note 6) 9.163 8.226 (19,141
Impairment losses on trade
and other receivables
{see Note 5) 4,769 - -
Impairment losses on input
VAT (see Note 8) (530) = (914)
Impairment of advances to
claimowners - - (21,4000
Dividend income (see Note 7) 62,654 192,720 436,369
Foreign exchange gains
{losses) -net 53,293 (123,466) 39,695
Despatch {demurrage) 49,134 70,567 (63,219)
Special projects 28,375 el 7.432
Issuance of fuel, oil and
lubricants 8,209 22511 12,804
Other services 4,766 6,489 7.347
Rentals and accommodations 4,209 4,178 4,296
Others - net 16,987 42.945 73.049
£309,783 P£300,262 £745.200

Others include pension income recognized by a subsidiary as determined by the Group’s actuary
and miscellaneous services provided to CBNC on per job order basis, net of related cost incurred.
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Breakdown of the foreign exchange gains (losses) - net follow:

2013 2012 2011
Realized foreign exchange gains
{losses) £90,798 (P142,786) £12,801
Unrealized foreign exchange
gains (losses) on:
Cash and cash equivalents 77,129 (54.282) 8,358
Trade and other receivables 4,370 (22,249 3.062
AFS financial assets 860 (11,217) 17,074
Trade and other payables (504) 1,181 B
Long-term debt (119,636) 105,793 (1,659)
Other accounts 276 94 =
£53,293 (P123,466) P39,695

30. Material Partly-Owned Subsidiaries

Financial information of subsidiaries that have material non-controlling interests are provided

below:

Proportion of equity interest held by non-controlling interests:

Principal Place of Business 2013 2012
RTN Philippines 40.00% 40.00%
TMC Philippines 35.00% 35.00%
Equity attributable to material non-controlling interest:
2013 2012
RTN B2,297,884 P2,418.262
TMC 1,677,390 1,429,277
Net income attributable to material non-controlling interest:
2013 2012
RTN B380,490 P605,383
TMC 262,465 380,495
Other comprehensive income (loss) attributable to material non-controlling interest:
2013 2012
RTN (B21,205) £24,481
TMC (15,195) 7.396
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The summarized Ninancial information of these subsidiaries are provided below. This nformation
i based on amounts before inter-company eliminations.

Summarized statements of comprehensive income for the year ended December 31, 201 3:

RTN TMC
Revenues B3,535,178 B3,370,272
Cost of sales and services (1,932,816) (1,307,120)
Operating expenses (579,759) (974,615)
Other income - net 204,041 3,304
Finance income - net 42,854 8,676
Income before income tax 1,269,498 1,100,577
Provision for income tax (318,274) (350,677)
Net income 951,224 749,900
Other comprehensive loss (53,013) (43,413)
Total comprehensive income B898,211 B706.,487
Attributable to non-controlling interests B292.,940 B247.,270
Dividends paid to non-controlling interests 480,000 -

Summarized statements of comprehensive income for the year ended December 31, 2012:

RTN TMC
Revenues £4351.141 P3.218.567
Cost of sales and services (2,219,040} (1,113,332)
Operating expenses (556,128) (769,547
Other income - net 242,977 78,768
Finance income - net 57,119 20,692
Income before income tax 1,876,069 1,435,148
Provision for income tax {423.814) (369,150)
Net income 452255 1,065,998
Other comprehensive income 61,202 21082
Total comprehensive income P1,513.457 P1.087.130
Attributable to non-controlling interests P566,985 B380,495
Dividends paid to non-controlling interests 600,000 —

Summarized statements of financial position as at December 31, 2013;

RTN TMC
Current assets $3,690,031 2,502,364
Noncurrent assets 2,621,293 4,263,406
Current liabilities (372,054) (414,052)
Noncurrent liabilities (194,561) (1,559,176)
Total equity P5,744,709 P4,792,542
Attributable to e¢quity holders of parent 3,446,825 B3.115,152
Non-controlling interest 2,297,884 1,677,390
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Summarized statements of financial position as at December 31, 2012:

RTN TMC
Current assets £3.739.779 P2 577.490
Noncurrent assets 2,976,186 3,348,574
Current liabilities (469.818) (366,924)
Noncurrent habilities {200,493) {1,475,491)
Total equity 6,045,654 P4,083.649
Attributable to equity holders of parent P3.627.392 £2.654.372
Non-controlling interest 2,418,262 1.429.277

Summarized cash flow information for the year ended December 31, 2013:

RTN TMC
Operating £1,569,339 B888,778
Investing (121,040) (1,322,766)
Financing (1,244,781) (108,874)
Net increase (decrease) in cash and cash
equivalents B203,518 (B542,802)

Summarized cash [low information for the year ended December 31, 2012:

RTN TMC
Operating P1,643.112 B1,152.222
Investing (1,275,849 (954.751)
Fmancing (1,547,825) (112,203)
Net increase (decrease) in cash and cash equivalents {P1,180,562) P85,268

31. Related Party Transactions

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

Set out on next page are the Group’s transactions with related parties m 2013, 2012 and 2011,

including the corresponding assets and habilities arising from the said transactions as at
December 31, 2013 and 2012.
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Trade and Other

Amounts Owed by

Receivables Trade and Other Payables Related Parties Long-term Debt Terms Conditions
Amount {see Note 5) {see Note 14) {see Note 5) {see Note 15)
2013 2012 2011 2013 2012 2013 2012 2013 2012 2013 2012
Stockholdars
Pacific Metals Co., Ltd.
(PAMCO)
Sale of ore and P1,269,780 B2,086,909 B2,061,853 B5,948 B61,914 s B 12 B B P Ninety percent {90%) Unsecured; no
Services upon receipt of guarantee
documents and ten
percent (10%) after the
final dry weight and
applicable assay have
been determined;
noninterest- bearing
Dividends paid 480,000 600,000 - - - - — - - - —  Payvable on demand; Fully paid
noninterest-bearing
Draft survey fee 295 388 — 54 - = - = — = — Payable on demand; Unsecured; no
noeninterest-bearing gnarantee
Despatch 1,080 = = 1,080 = - = = — — — Collectible on demand; Unsecured; no
income noninterest-bearing guarantee
SMM
Sale of ore 42,040 125,687 407,300 — = = = — — = = Collectible upon Unsecured; no
billing; enarantec
noninterest-bearing
Guarantee fee 103,351 82,668 — = — 39,549 32,548 — — = — Every twenty first (21) Unseeured
of February and
August
Short-term 1,783 = = = — = = 532 — = — Collectible upon Unsecured;
advances billing; no guarantee
noninterest-bearing
(Forward)
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Trade and Other
Receivables

Amounts Owed by

Trade and Other Payables Related Parties Long-term Debt

Terms

N

Conditions

Amount (see Note 5) {see Note 14) {see Note 5) {see Note 15)
2013 2012 2011 2013 2012 2013 2012 2013 2012 2013 2012
Stockholders
SMM
Additional loan B = die B e B e B (= P179,001  $210,295 Principal is payable in  Secured; with
facility semi-annual guarantee
installments, interest is
based on one hundred
cighty (180)-day
British Banker
Association LIBOR
plus two percent (2%)
spread
NATHI
Short-term 100 106 — = - = - = 7.564 = — Collectible upon Unsecured;
advances billing; no guarantee
noninterest-bearing
Dividends 504 504 504 = = 2,016 1,512 = = = = Payable on demand; Unsecured:
payable noninterest-bearing  no guarantee
With Common
Stockholders
CBNC
Sale of ore and 1,744,600 1,695491 2,286,240 200454 312,268 = - = — = — Seven (7) to thirty (30) Unsecured; no
services days; guarantee
noninterest-bearing
Infralease and 52,445 56,721 — 23,983 24,597 2= = - . == —  Collectible at the end Unsecured; no
throughput of February and guarantee
August;
noninterest-bearing
Dividend 60,480 191,880 — = = — = — — = = Collectible Fully
received within 30 days fiom collected
declaration date;
noninterest-bearing
(Forward)
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Trade and Other

Amounts Owed by

Receivables Trade and Other Payables Related Parties Long-term Debt Terms Conditions
Amount (see Note 5) {gee Note 14) (zee Note 5) {see Note 15)
2013 2012 2011 2013 2012 2013 2013 2012 2013 2012
With Common
Stockholders
CBNC
Other income P8.846 B10,489 B P26,066  B48832 B— j B P £ Collectible on demand; Unsecured; no
noninterest-bearing guarantee
Short-term 625 - - e — = 63 - = — Collectibleupon  Unsecured; no
advances billing; guarantee
noninterest-bearing
Manta Equities,
Inc.

Rentals, 13,542 = 1,258 1,451 Collectible upon  Unsecured; no
duesand billing; noninterest- gnarantee
utilities bearing

Rental 7,896 — — 2,292 — — = — — —  Collectible upon end Unsecured;
deposits of the lease; no guarantee

noninterest-bearing

Short-term 1,147 28 = 745 = - 83 76 = = Collectible upon Unsecured; no
advances billing; guarantee

noninterest-bearing
Associate
THNC
Sale of ore 237,071 = = 75,638 = - — = — = 30 days term, Unsecured; no
noninterest-bearing guarantee
Rendering of 125,003 124,702 110,045 31,146 28,920 = = = = = Collectible upon Unsecured; no
service billing; gnarantee
noninterest-bearing
Materials 124,523 - - 42,705 - = = - = — Collectible on demand; Unsecured; no
handling noninterest-bearing gnarantec

(see Note 31a)

Rental income 6,703 — — = - = = — 2 — Collectible on demand; Unsecured; no

(Forward)

noninterest-bearing

guarantee
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Trade and Other

Amounts Owed by

Receivables Trade and Other Payables Related Parties Long-term Debt Terms Conditions
Amount (see Note 5) {see Note 14) (zsee Note 5) (see Note 15)
2013 2012 2011 2013 2012 2013 2012 2013 2012 2013 2012
THNC
Associcte
Additional loan B P P P- P B- B P- P-  P1,359,596 $1,328,994 Principal ispayablein Secured; with
facility semi-annual gnarantee
installments, interest is
based on one hundred
eighty (180)-day
British Banker
Association LIBOR
plus two percent (2%)
spread
Short-term 22,180 21,446 L & — = - 8,534 6.611 = - Collectibleupon Unsecured; no
advarces billing; guarantee
noninterest-bearing
P411,399 P476,531 P43,016 B34,060 P9,212 Pi14,251 P1,538,597 P1,539,289




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Terms and Conditions of Transactions with Related Parties

All sales and purchases from related parties are made at prevailing market prices. Outstanding
balances as at December 31, 2013, 2012 and 2011 pertain to the extension and receipt of advances
to and from related parties and these are unsecured, short-term, interest-free and settlement occurs
in cash. Except for the guarantee on the CBNC and THNC Loan Obligations (see Note 36f), there
have been no guarantees received or provided for any related party receivables or payables,
respectively. This assessment is undertaken at each end of the reporting period through the
examination of the financial position of the related party and the market in which the related party
operates.

a. Sales and Service Agreements

Nickel Ore Sale Asreements with PAMCO

HMC, CMC and TMC supply saprolite ore to PAMCO under renewable annual agreements.
PAMCO is a stockholder of the Parent Company and TMC. All sales made te PAMCO are
transacted at prevailing market prices. Under the terms of the agreement, the base price of the
ore products for a specific shipment shall be based on Lendon Metal Exchange (LME}).
PAMCO shall pay the Group ninety percent (90%) of the provisional invoice amount upon
receipt of the required documents and pay the final payment of each shipment after the final
dry weight and applicable assay have been determined. Outstanding balances as at December
31, 2013 and 2012 are unsecured, interest-free and settlement occurs in cash. Receivable from
PAMCO is included as part of “Trade and other receivables” and is expected to be collected
subsequently.

Nickel Ore Sale Agreement with PAMCO and Sojitz Corporation (Sojitz)

RTN supphlies saprolite ore to PAMCO under a sale agreement, which shall continue to be
valid and 1n effect until December 2015, wherein PAMCO appointed Sojitz as agent. PAMCO
owns thirty-six percent (36%) and Sojitz owns four percent (4%) of the outstanding shares in
the capital stock of RTN.

Nickel Ore Sale Agreement with SMM

On April 1, 2011, RTN, TMC, HMC, CMC and SMM entered into an agreement to supply
nickel ore to the latter. The agreement shall be valid from April 2011 and shall continue to be
valid and in effect until December 2015.

Nickel Ore Supply Agreement with CBNC

RTN entered into an agreement with CBNC to supply all of the imonite ore requirements for
the Coral Bay Hydro Metallurgical Processing Plant (HPP) facility until the earlier of the
cessation of operations at the Coral Bay HPP facility and exhaustion of the limonite ore reserves
at the Rio Tuba mine. RTN has also entered into an agreement with CBNC to supply
limestone and provide ancillary services to the Coral Bay High Pressure Acid Leach (HPAL)
facility,. CBNC is the owner of the Coral Bay HPP facility. Receivable from CBNC is
ncluded as part of “Trade and other receivables” and is expected to be collected subsequently.

Nickel Ore Supply Agreement with THNC

TMC entered into an agreement with THNC, a Philippine Corporation, covering the sale of its
ore products. Under the terms of the agreement, the base price of the ore products for a
specific shipment shall be based on LME.

Service Apreements with CBNC
RTN entered into various service agreements with CBNC pertaining to tailings dam
construction, materials handling and others.
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Materials Handling Agreement with THNC
On October 7, 2013, TMC and THNC executed an agreement wherein TMC will render

services related to the handling, hauling and transport of cargo for the latter. THNC shall
compensate TMC based on the prices stipulated in the agreement which are determined on the
basis of the weight of the cargo. Payment is collected within fifteen (15) days from receipt of
TMCs billing.

b.  Stockholder Agreements

THNC Stockhelder’s Agreement
On September 15, 2010, NAC, SMM and Mitsui executed a Stockholders Agreement, pursuant

to which the parties formed a joint venture company, Taganito HPAT Nickel, to build and
operate a plant in Barangay Taganito, Claver, Surigao del Norte for the purpose of producing
and selling nickel-cobalt mixed sulfide to be used for the production of electrolytic nickel and
electrolytic cobalt.

Pursuant to the Stockholders Agreement, SMM granted THNC a non-exclusive license of
technology owned by SMM to produce the products and has undertaken to provide technical
assistance to THNC. The Parent Company has undertaken to cause TMC to supply THNC
with nickel ore and limestone and to further cause TMC to make available to THNC the use of
the land and infrastructure necessary for the production of the products while Mitsui shall
assist THNC in procuring materials and equipment necessary for the mine’s operations. The
Stockholders Agreement shall terminate upon the dissolution of THNC.

In a separate agreement dated December 9, 2011, SMM, which also owns 62.5% of THNC,
agreed to assume Parent Company’s obligation to make loans to, or guarantee the repayment
of, THNC’s loans obligations. The Parent Company, in consideration for this agreement, pays
SMM an annual guarantee fee of 1% of THNC’s outstanding loans obligation.

CBNC Stockholder Agreement

On July 1, 2002, RTN, along with the other stockholders of CBNC, agreed to make loans to
CBENC or guarantee the repayment of CBNC’s loans obligation in accordance with the
financial requirements of CBNC, in proportion te their shareholding ratio in CBNC.

In a separate agreement dated Octeber 22, 2002, SMM, which owns 54% of CBNC, agreed to
assume RTIN’s obligation to make loans to, or guarantee the repayment of CBNC’s loans
obligations. RTN, in consideration for this agreement, pays SMM an annual guarantee fee of
1% of CBNC s outstanding loans obligation.

As at December 31, 2013, RTN owns 10% of CBNC’s outstanding capital stock. In February
2014, RTN declared as property dividends its shares of stock in CBNC to the Parent Company.
{see Note 37).

¢. Other Agreements

Funding Commitment with SMM
RTN’s long-term debt was incurred to complete infrastructure projects to support the

development of the Coral Bay HPAL facility. These projects included the causeway, trestles
and dolphins in the Rio Tuba foreshore and offshore areas (see Note 15).
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Funding Commitment with THNC

TMC as owner/developer of Taganito Special Hconomic Zone (TSEZ) incurred a long-term
debt to finance the construction of the pier facilities that will be utilized to support the
operations of the Taganito HPAL facility. These projects included the jetty, dolphins, rubber
fender, jettybollard and other pier facilities in the Taganito foreshore and offshore areas.

d. Compensation of Key Management Personnel

The Group considers as key management personnel all employees holding managerial
positions up to the president. The short-term benefits of key management personnel of the
Group in 2013, 2012 and 2011 amounted to about B162.6 million, B145.8 million and

P161.2 million, respectively. The post-employment benefits of key management personnel of
the Group amounted to P4.1 million in 2013, P5.5 millien in 2012 and P4.1 million in 2011,
respectively. Cost of share-based payments of key management personnel in 2013, 2012 and

2011 amounted to 210.4 million, #2.8 million and 63 .2 million, respectively.

e. Lease Apreement

On March 18, 2013, the Group entered into a lease agreement with MEI for its office and
parking space. The lease agreement is effective for a period of five (5) years starting

May 15, 2013 and is renewable subject to negotiation of the terms and conditions and mutual
agreement of both parties. Rent expense pertaining to the lease amounted to P10.0 million

and nil in 2013 and 2012, respectively.

Future minimum rent payable under the lease as at December 31, 2013 and 2012 are as

follows:
2013 2012
Within one (1) year B20,350 Fs
After one (1) year but not more than five (5) years 70,378
B90,728 P

32. Pension Costs

The Group has two (2) funded and three (3) unfunded, noncontributory defined benefit retirement

plans covering substantially all of its emplovees.

Under the existing regulatory framework, Republic Act (RA) 7641, The Retirement Pay Law,
requires a provision for retirement pay to qualified private sector employees in the absence of any
retirement plan in the entity, provided however that the employee’s retirement benefits under any
collective bargaining and other agreements shall not be less than those provided under the law.

The law does not require minimum funding of the plan.
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The lollowing tables summarize the pension habilities and pension asset recognized in the

consclidated statements of financial position:

2013 2012
Funded pension liabilities
RTN B40,187 B
TMC 164,121 101,753
Unfunded pension liabilities
NAC 23,214 -
CMIC 31,418 24,985
HMC 20,135 9,794
B279,075 £136,532
Funded pension asset
RTN 2 P56,986
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The following tables summarize the components of net pension costs recognized in the consolidated statements of mcome and the funded status and amounts recognized
in the congolidated statements of financial position for the respective plans:

Changes m net defined benefit liability and fair value of plan assets 1n 2013, 2012 and 2011 and are as follows:

December 31, 2013

Net benefit cost in consolidated statements

of income

Remeasurements in other comprehensive income

Actuarial
Return onplan  changes arising Actuarial changes
assets (excluding from changes in arising from  Changes in the
January 1, Current Benefits it included fi ial experience effect of asset December 31,
2013 service cost Net interest Subtotal paid in net interest) assumptions adjustments ceiling Subtotal Contributions 2013
RTN P306 001 $24,602 $20,715 45317 #20,691) P— $54,110 $9,492 = $63,602 - $394.229
TMC 171,213 21,500 10,769 32,269 (5,206) = 43,138 (159) = 42,979 = 241255
Defined benefit
liahility 477,214 46,102 31,484 77,386 (25,897) — 97,248 9,333 = 106,381 = 635,484
RTN (370,170) — (24.,360) (24.360) 20.691 19.797 = = = 19,797 — 334,042)
TMC (69,460) = 4,520) 4,520) 5,206 1,640 = = = 1,640 (10,000) (77,134
Fair value of
plan assets (439,630) = (28.880) (28.880) 25,897 21,437 = = = 21,437 (10.000) 431.176)
RTN 7,183 = 487 487 = = = = (7,670) (7.670) = =
TMC — = = = — = = = — = = =
Restrictions on
asset recognized 7,183 = 487 487 — = = = (7,670) (7.670) = =
RTN (56,986) 24,602 (3,158) 21 444 = 19,797 54,110 9,492 (7,670) 75,729 = 40,187
TMC 101,753 21,500 6,249 27,749 — 1,640 43,138 (159 — 44,619 (10,000) 164,121
Pension liahility 44,767 $46,102 £3,091 49,193 P- $I11,437 $97,248 $9,333 #7,670) P120 343 @#10,000) #204,308
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December 31, 2012, as restated

Net benefit cost in consolidated statements

of income Remeasurements in other comprehensive income
Actuarial
Return on changes Actuarial Actuarial
plan assets arising changes changes
(excluding from changes ariging ariging Changes in
January 1, amount m from changes from the December 31,
2012 Cutrent Benefits included in demographic in financial experience effect of agset 2012
(Asrestated) service cost Net interest Subtotal paid net interest) asgumptions assumptions adjustments ceiling Subiotal Contributiong {As restated)
RTN £349890 P24,984 B24,212 49,196 (233,034) P ®6,177) ®71,123) B17,249 P (P60,051) B B306,001
TMC 153,774 13,785 9,150 22,935 (3.772) = A (7,614) 5,890 < (1.724) = 171,213
Defined benefit
liability 503,664 38,769 33,362 72,131 (36,806) — (6.177) {78,737) 23,139 — (61,775) — 477214
RTN {320,181) = (21,933} (21,933) 33,034 (34,561) = = = = (34,561} (26,529) (370,170}
TMC (37,879) . (3.629) (3,629) 3,772 {1,724) < = = = (1,724) {10,000) (69,460)
Fair value of
plan assets {378,060) = (25,562) (25,562) 36,806 (36,285) 4 = < = (36,285) {36,529) {439,630}
RTN 2 = = = = = - = = 7183 7,183 = 7,183
TMC - - - - - - - - - - - - -
Restrictions on
asget recognized — - — - — — - - - 7,183 7,183 — 7,183
RTN 29,709 24,984 2,279 27,263 = {34,561) (6.177) (71,123) 17.249 7183 (87,429) (26,529) (56,986)
TMC 95,895 13,785 521 19,306 — (1,724) - (7,614) 5,890 — (3,448) (10,000) 101,753
Pension asset £29,709 $24.984 Froqe P27.263 P (P34,561) (B6,177) £71,123) B17,249 P7,183 (B87.429) B26,529) (P56,986)
Pension liability £95.895 £13,785 £3,521 £19.306 B @®1,724) B (27.614) £35,390 B (£3,448) (£10,000) B101,753
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December 31, 2011, asrestated

Net benefit cost in consolidated statements of income

Remeasurements in other comprehensive income

Retum on
plan assets Actuarial Actuarial
{excluding changesarising changes arising Actuarial
January 1, amount from changesin from changesin changesarising December 31,
2011 Curent Past Benefits included in demographic financial from experience 2011
(Asrestated)  service cost service cost Net interest Subtotal paid  nef interest) assumptions assumptions adjustments Subtotal Contributions (As restated)
RTN $332,105 $23,578 P18,241 B26,535 P68, 354 240,204) B P- (B4,065) {£6,300) {P10,365) B B349.890
TMC 126,444 11,701 - 9,572 21,273 {12,338) - - 17,902 493 18,395 - 153.774
Defined benefit
liability 458,549 35,279 - 36,107 89,627 (52,342) - - 13,837 (5,807) 8,030 — 503,664
RTN (302,904) = = {23,793) {23,793) 40,204 {3.721) s = = (3.721) (29.967) (320,181}
TMC (66,172) — - (4,543) 4,543) 12,338 4198 - - - 198 - (57,879)
Fair value of
plan assets (369,076) - - {28,336) {28.336) 52,542 (3,223) - — - 3223) (29.967) (378,060)
RTN - - - - - - - - - - —
TMC - - - - — - — - — - — — —
Restrictions on
asset recognized - — — — — — — - — — — — —
RTN 29,201 23,578 = 2,742 44,361 = (3.721) = {4,065) (6,300) (14,086) (29,967) 29,709
TMC 60,272 11,701 = 5,029 16,730 = 498 - 17,902 493 18,893 - 95,893
Pension liability P89.A73 P35,279 P- P7,771 B61,291 P (P3,223) P £13.837 (B5,807) P4,807 (£29.,967) B125,604
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Changes in unfunded pension liability as at December 31, 2013, 2012 and 2011 are as follows:

December 31, 2013

Net benefit cost in consolidated statements of income

changes arising changes arising
from changesin Irom changes in  changes arising

Remeasurements in other comprehensive income
Actuarial Actuarial
Actuarial

January 1, Current Benefits demogr aphic financial from experience December 31,
2013 service cost Interest cost Subtotal paid assumptions assump tions adjustments Subtotal 2013
NAC P- $4.382 P- P4,382 P- P- P P18,832 P18.832 P23.214
CMC 24,985 2,943 1,579 4,522 (648) (4,428) 5,794 1,193 2559 31.418
HMC 9,794 1,746 648 2,394 — — 2,783 5,164 7,947 20,135
Pension liability F34,779 P9,071 2227 P11.298 (P648) (P4.428) P§.577 25,189 F29,338 P74,767
December 31, 2012, as restated
Net benefit cost in consolidated statements of income Remeasurements in other comprehensive income
Actuarial Actuarial
changes arising  changes arising Actuarial
from changes in  from changes in~ changes arising December 31,
January 1, 2012 Current Benefits dempgraphic financial  from experience 2012
(As restated) service cost Interest cost Subtotal paid assumptions assumptions adjustments Subtotal (As restated)
CMC B20.614 B2,494 B1,237 B3.731 (B7135) P (B553) B1,908 B1,355 B24,085
HMC 10,847 1,979 671 2,650 (808) (415) (445 (2,035 (2.895) 9,794
Pension liability P31.461 4473 21,908 £6.381 (B1,523) (B415) (B09S) (@®127) (BL1,540) P34,779
December 31, 2011, as restated
Net benefit cost in consolidated statements of income Remeasurements in other comprehensive income
Actuarial Actuarial
changes arising changes arising Actuarial
from changes in  from changes in  changes arising December 31,
January 1, 2011 Current Benetits demographic financial from experience 2011
(As restated) service cost Interest cost Subtotal paid assumptions assumptions adjustments Subtotal (As restated)
CMC B19,726 $2.060 Bl 545 B4.505 P I B2 482 (B6,099) (®3,617) B20,614
HMC 10,482 2,107 843 2,950 2 = (1,639) (946) (2,585) 10,847
Pension liability £30,208 B5,067 £2.388 B7.455 P B B3843 (®7.045) (B6.202) B31.461
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The main categories of plan assets asa percentage of the fair value of total plan assets follow:

2013 RTN TMC
Fixed income securities 54.83% 80.49%
Investments in shares of stock 17.24% 5.94%
Others 27.93% 13.57%

100.00% 100.00%
2012 RTN TMC
Fixed mcome securities 72.30% 57.23%
Investments in shares of stock 23.30% 30.17%
Others 4.40% 12.60%

100.00% 100.00%

The overall expected rate of return on assets is determined based on the market expectations
prevailing on that date, applicable to the period over which the obligation is to be settled.

The principal assumptions used in determining the pension asset (liability) for the Group’s plans

are shown below:

2013 NAC RTN TMC HMC CMC
Discount rate 4.81% 6.40% 4.77% 5.04% 4.71%
Salary increase rate 5.00% 5.00% 10.00% 5.00% 5.00%
2012 NAC RTN TMC HMC CMC
Discount rate - 6.77% 6.29% 6.62% 6.32%
Salary increase rate - 5.00% 10.00% 5.00% 5.00%
2011 NAC RTN TMC HMC CMC
Discount rate - 6.92% 7.57% 5.04% 6.00%
Salary increase rate — 8.00% 10.00% 5.00% 5.00%

Assumptions regarding future mortality rate are based on the 2001 CSO Table - Generational
developed by the Society of Actuaries, which provides separate rates for males and females.

The sensitivity analysis below has been determined based on reasonably possible changes of each
sigmficant assumption on the defined retirement benefits lability as at the end of the reporting

period, assuming all other assumptions were held constant:

Increase
(decrease) 2013
Discount rates +100 basis points {P68,433)
-100 basis points 81,796
Salary increase rate 100 basis points 72,534
-100 basis points (62,379)

As at March 24, 2014, the Group has not yet reasonably determined the amount of 2014

contributions to the retirement fund.
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Shown below is the matunity analysis of the undiscounted benefit payments:

2013
Within the next twelve (12) months £36.272
Between two (2) and five (3) years 188,555
Between five (5) and ten (10) years 292 457
Total expected payments £517,284

The average duration of the defined retirement benefits liability as at December 31, 2013 1s
16.8 years.

33. Income Taxes

The provision for current income tax shown in the consolidated statements of ncome includes the
Regular Corporate Income Tax (RCIT) of HMC, TMC and RTN and Mimmum Corporate Income
Tax (MCIT) of NAC. CMC and LCSLC in 2013, RCIT of HMC, TMC and RTN and MCIT of
CMC and CEXCT in 2012, and RCIT of HMC, TMC, RTN, CMC, LCSLC and FEI in 2011, as

follows:

2013 2012 2011

HMC P487 825 P428,994 B170.455
TMC 345,837 399,002 408,179
RTN 321,338 424 336 852,466
CMC 7,819 11,936 185,053
NAC 6,574 - -
LG, 111 - 3,596
CExCI - % =
FEI = = 30
£1,169,504 £1,264.270 P1.619,779

SNMRC, CExCI and FEI were in gross and net taxable loss positions in 2013.

The reconciliation between the provisions for (benefit from) income tax computed at the statutory
income tax rates and the provision for (benefit from) income tax at the effective tax rates as shown
in the consolidated statements of income follow:

2013 2012 2011
Income tax at statutory rates from
non PEZA registered
activities P1,785,374 H1,889 350 BZR12 252
Income tax at statutory rates from
PEZA registered activities (4,554) 4,729 934
Add (deduct) tax effects of:
Dividend mcome exempted
from tax (534,152) (732,575) (533,019)

{Forward)

Taking Pride in Responsible Mineral Development 13
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2013 2012 2011
Movements in deductible
temporary differences for
which deferred income
taxes were recognized (P73,938) (P43,111) £125,234
Benefit from availment of
optional standard
deduction (56,877) {62,861) (372,062)
Interest income subjected to
final tax (46,247) (63,248) (56,393)
Expired NOLCO and excess
MCIT over RCIT 37,767 1,496 =
Change in unrecognized
deferred income tax
assets 23,210 4. 876 3,373
Application of unrecognized
deferred income tax asset
on NOLCO (16,915) = =
Non-deductible expenses 13,165 169,550 181,524
Derecognized deferred
income tax assets = 188,184 33,869
Other (2,618) (31,701) (9,697)
Income tax at effective rates £1,124,215 £1,334.698 P1.686.015
The components of the Group’s net deferred income tax assets and liabilities follow:
2013 2012 2011
Deferred income tax assets:
NOLCO P135,139 P151,340 P214,882
Allowance for:
Inventory losses 112,276 112,507 121,046
Impairment losses on trade
and other receivables 9216 16,301 67,862
Impairment of advances to
claimowners 4,947 4.947 6,420
Impairment losses on
property and equipment
and deferred mine
exploration costs 1,507 120 32,426
Pension hiability 83,722 40,960 47,120
Valuation gains on AFS
financial assets (36,727) {21,000) (1,327)
Excess of MCIT over RCIT 26,330 11,936 =
Provision for mine
rehabilitation and
decommissioning 25,123 el bt 23,222
Unrealized foreign exchange
losses (gains) - net (23,218) 12,603 (37,613)
Deferred income 3,999 4,209 4,208

{Horward)
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2013 2012 2011

Deferred income tax assets:
Costs of share-based payment

plan £3,028 P5.129 P27.561
Undepleted asset retirement
obligation (1,827) (1,876) 3.579
Accrued SDMP costs 1,003 4,036 13,385
Others 625 2,543 (20,920)
$344,443 P364.897 501,851
Deferred income tax liabilities:
Long-term stockpile inventory £351,029 P421,580 P461,479
Asset revaluation surplus 104,409 107,797 111,366
Share in cumulative translation
adjustment (see Note 11) 30,790 - 13,139
Pension asset = 17.095 =
Unrealized foreign exchange
gains - net - 8,053 -
Allowance for inventory losses - (25057 —

Provision for mine
rehabilitation and

decommissioning - (1,143) -
Others - (413) (359)
P486,228 B550,451 P585,625

As at December 31, 2013 and 2012, the Group has temporary differences on NOLCO amounting
to P80.6 million and P786.7 million, respectively, for which no deferred income tax asset was
tecognized as management expects that it 1s not probable that sufficient taxable income will be
available against which the benefit of the deferred mcome tax asset can be utilized.

As at December 31, 2013 and 2012, the Group, except for FEI, has NOLCO and excess MCIT
over RCIT that can be claimed as deduction from future taxable income as follows:

Excess MCIT over

Year Incurred Year of Expiration NOLCO RCIT
2011 2014 09,994 B20
2012 2015 402,125 11,938
2013 2016 27,254 14,394
B529,373 P26.352

As at December 31, 2013 and 2012, FEI has NOLCO that can be claimed as deduction from future
taxable income as follows:

Year Incurred Year of Expiration NOLCO
2009 2014 P238
2011 2016 208
2012 2017 267
2013 2018 136

P849

Taking Pride in Responsible Mineral Development
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Movements in WOLCO are as follow:

2013 2012
Balances at January 1 £1,291.186 $859,334
Additions 27,390 436,819
Expirations (697,543) (4,967)
Applications (20,811) =
Balances at December 31 B530.222 P1,291.186

Movements in excess of MCIT over RCIT are as follow:

2013 2012
Balances at January 1 B11,971 B39
Additions 14,394 11,938
Expirations (13) (6)
Balances at December 31 P26,352 BI1.271

34. Financial Instruments

The Group’s main financial instruments are cash and cash equivalents, AFS financial assets and
long-term debt. The main purpose of these financial instruments is to raise funds and maintain
continuity of funding and financial flexibility for the Group. The Group has various other
financial assets and liabilities such as trade and other receivables, and cash held in escrow, MRF,
SDMP fund and long-term negotiable instrument under “Other noncurrent assets” and trade and
other payables, which arise directly from its operations and investing activities.

The main risks arising from the Group’s [inancial mstruments are credit risk, liquidity risk and
market risk. The BOD reviews and approves policies for managing each of these risks and they
are summarized below.

Credit Risk

Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument
or customer contract, leading to a financial loss. The Group is exposed to credit risk from its
operating activities (primarily for trade receivables) and from its investing activities, including
deposits with banks and financial institutions, foreign exchange transactions and other financial
instruments.

The Group trades only with recognized, reputable and creditworthy third parties and/or transacts
only with institutions and/or banks which have demonstrated financial soundness. It is the
Group’s policy that all customers who wish to trade on credit terms are subject to credit
verification procedures. In addition, receivable balances are monitored on an ongoing basis with
the result that the Group’s exposure to bad debts is not significant. HExcept lor those impaired
trade and cther receivables, the Group assessed the loans and receivables as collectible and in
good standing.
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In managing credit risk on these mvestments, capital preservation is paramount. The Group
transacts only with recognized and ereditworthy counterparties. For investments in debt
instruments, funds are invested in highly recommended, creditworthy debt instruments that
provides satisfactory interest yield and capital appreciation. Investments in foreign and local
equity funds are made in mutual funds with investments in A-rated companies with good dividend
track record as well as capital appreciation. The investment portfolio mix between debt and
equities is reviewed regularly by the Chief Finance Officer.

Since the Group trades only with recognized third parties, there i3 no requirement for collateral.

Credit Risk Fxposure

With respect to credit risk arising from cash and cash equivalents, trade and other receivables,

AFS financial assets and cash held in escrow MRF, SDMP fund and long-term negotiable
instrument under “Other noncurrent assets”, the Group’s exposure to credit risk arises from default
of the counterparty, with a maximum exposure equal to the carrying amount of these instruments.

Credit Qualily and Aging Analyses of Financial Assets
The eredit quality and aging analysis of the Group’s financial assets as at December 31, 2013 and
2012 are summarized in the following tables:

Neither
Past Due Nor Past Due But Past Due and
Impaired Not Impaired Individually

2013 (High) (30-180 days) Imipaired Total
Cash and cash equivalents: 10,226,439 f= = 10,226,439
Cash with banks 4,973,946 - - 4,973,946
Short-term cash investments 5,252,493 - - 5,252,493
Trade and other receivables: 776,295 - 38,943 815,238
Trade 628,418 - 26,150 654,568
Receivable from CBNC 50,049 - - 50,049
Amounts owed by related parties 9,212 - - 9,212
Others 88,616 - 12,793 101,409
AFS financial assets: 2,438,938 - — 2,438,938
Quoted debt securities 1,318,364 - — 1.318.364
Quoted equity securities 201,830 - - 201,830
Unguoted equity securities 918,744 - - 918,744
Other noncurrent assets: 237,584 - — 237,584
MRF 125,467 - - 125,467
Cash held in escrow 65,118 - - 65,118
Long-term negotiable instruments 30,000 — — 30,000
SDMP fund 16,999 — — 16,999
P13,679,256 B P38,943 P13,718,199
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Neither Past Due But  Past Due and
Past Due Nor Not Impaired Individually

2012 Impaired (High) (30-180 days) Impaired Total
Cash and cash equivalents: B0 262.705 B P P9.262.795
Cash with banks 636,961 - - 636,961
Short-term cash investments 8,625,834 - - 8,625,834
Trade and other receivables: 300,229 309,514 43,686 862,429
Trade 229,199 306,631 32,436 568,266
Receivable from CBNC 73,429 - - 73,429
Amounts owed by related parties 14,251 = = 14,251
Notes receivable 76,278 - - 76,278
Oithers 116,072 2.883 11,250 130.205
AFS financial assets: 2,128,038 - - 2,128,038
Quoted debt securities 1,020,750 - - 1,020,750
Quoted equity securities 188.544 = = 188,544
Unquoted equity securities 918,744 — — 918,744
Other noncurrent assets: 231.079 - — 231,079
MREF 134,288 — = 134.288
Cash held in escrow 64,228 - - 64,228
Long-term negotiable instruments 30,000 = — 30,000
SDMP fund 2.563 = = 2.563
212,131,141 P309,514 P43,686 P12,484.341

Credit Quality of Financial Assets

The credit quality of financial assets is managed by the Group using credit ratings and is classified
into three: High grade, which has no history of default; Standard grade, which pertains to accounts
with history of one or two defaulls; and Substandard grade, which pertams to accounts with

history of at least three (3) payment defaults.

Accordingly. the Group has assessed the credit quality of the following financial assets classified

as neither past due nor impaired:

s Cash and cash equivalents, cash held in escrow, MRF and SDMP fund are placed in various
foreign and local banks. The rest are held by various foreign banks having a Standard and
Poor’s credit rating of at least A, Material amounts are held by local banks, as approved by
the BOD, that have good reputation and low probability of insolvency. Management assesses

the quality of these assets as high grade.

s Trade receivables and receivable from CBNC pertain to receivables from customers which
have good financial capacity and with which the Group has already established a long
standing relationship. Management assesses the quality of these assets as high grade. Trade
and other receivables not foreseen to be collected are classified as sub-standard grade.

s  Amounts owed by related parties are advances that are due and demandable. The related
parties are operating firms capable of repaying the amount due. Management assesses the

quality of these assets as high grade.

» Management assesses the quality of other receivables as high grade since amounts pertain to
receivables from customers which have good financial capacity and with whom the Group has
already established a long outstanding relationship. The other receivables also include
amounts owed by officers and employees that are operational advances in nature. These

operational advances are collected subsequently.

o AFS financial assets in debt securities and equity securities are mvestments that can be traded
and from companies with good [inancial capacity, making the investment secured and
realizable. Management assesses the quality of these assets as high grade.
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s [Long-term negotiable instrument 1s an mvestment placed in a local bank with good financial

capacity and with low probability of insolvency. Management assessed the quality of this

asset as high grade.

Liguidity Rislk

Liquidity risk arises from the possibility that the Group may encounter difficulties in raising funds

to meet commitments from financial instruments.

The Group’s objective is to mamntain sufficient funding to finance its exploration and mining
activities through internally generated funds and advances from related parties. The Group
considers its available funds and its iquidity in managing its long-term financial requirements.

For its short-term funding, the Group’s policy is to ensure that there are sufficient capital inflows

to match repavments of short-term debt.

The tables below summarize the maturity profile of the Group’s financial liabilities as at
December 31, 2013 and 2012 based on contractual undiscounted payments.

Less Than Three (3) to
Three (3) Twelve (12) More Than
2013 On Demand Months Months  One (1) Year Total
Trade and other payables
Trade P274,770 P179.385 P21,816 P P475.971
Accrued expenses 35371 105,761 100,090 — 241,222
Retention payable = — = 34,168 34,168
Others = 19,889 14,420 = 34,309
Long-term debt
Principal = — 117,469 1,421,128 1,538,397
Interest = = 25141 481,592 506,733
B310,141 F305,035 P278,930 F1,936,888 ¥2,831,000
Less Than Three (3} to
Three (3) Twelve (12) More Than
2012 On Demand Months Months  One (1) Year Total
Trade and other payables
Trade £208.976 B88,950 214,865 B459 £403,250
Accrued expenses 112,537 82,174 59,450 239 254,400
Retention payable — — — 446 446
Others 26,110 17,730 — = 43,840
Long-term debt
Principal = 22,391 94,228 1,422,670 1,539,289
Interest = 764 28,106 662,088 690,958
P437,623 P212,009 P196,649 P£2,085,902 P2,932,183
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liquidity risk of the Group as at December 31, 2013 and 2012.

The tables below summarize the maturity profile of the Group’s financial assets used to manage

Less Than  Three (3) to
Three (3) Twelve (12) More Than
2013 On Demand Months Months One (1) Year Total
Cash and cash equivalents
Cash on hand and with
banks £4,981,843 P P B P4,981,843
Short-term cash
investments 5,252,493 - - - 5,252,493
Trade and other receivables
Trade 499,028 74,857 22,042 32,491 628,418
Receivable from CBNC 30,049 - - - 50,049
Amounts owed by related
parties 9212 — - - 9,212
Others 74,483 2,729 154 11,250 88,616
AFS financial assets
Quoted debt securities 1,318,364 - - - 1,318,364
Quoted equity securities 201,830 - - - 201,830
Unquoted equity securities 918,744 = — = 918,744
Other noncurrent assets
MRF 125,467 - — - 125,467
Cash held in escrow 65,118 = = = 65,118
Long-term negotiable
instruments - - - 30,000 30,000
SDMP fund 16,999 — — — 16,999
F13,513,630 P77.586 F22,196 73,741 F13,687,153
Less Than Three (3)to
Three (3) Twelve (12) More Than
2012 On Demand Months Months One (1) Year Total
Cash and cash equivalents
Cash on hand and with
banks B637.617 &= B P P637,617
Short-term cash investments 8,625,834 = = = 8,625,834
Trade and other receivables
Trade 229,199 306,631 — — 535,830
Receivable from CBNC 73,429 - - - 73,429
Amounts owed by related
parties 14,251 — — - 14,251
Netes receivable 76,278 = = = 76,278
Others 116,072 2,883 — - 118,955
AFS financial assets
Quoted debt securities 1,020,750 - - - 1,020,750
Unguoted equity securities 918,744 - - - 918,744
Quoted equity securities 188,544 - - — 188,544
Other noncurrent assets
MRF 134,288 = = = 134,288
Cash held in escrow 64.228 - - - 64,228
Long-term negotiable
instoyments = = = 30,000 30,000
SDMP fund 2,563 = - = 2,563
P12,101,797 P309,514 B 230,000 B12,441,311
Market Risk

Market risk is the risk of loss to future earnings, to fair values or to future cash flows that may
result from changes in the price of a financial instrument. The value of a financial instrument may
change as a result of changes in foreign currency exchanges rates, commodity prices, interest
rates, equity prices and other market changes.
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Foreign Currency Risk

The Group has transactional currency exposures. Such exposure arises from cash and cash
equivalents, trade and other receivables, AFS financial assets, trade and other payables and long-
term debt. For its foreign currency-denominated trade receivables, the Group ensures timely
follow-up and collection to mitigate the impact of foreign exchange fluctuations.

To mitigate the effects of foreign currency risk, the Group will seek to accelerate the collection of
foreign currency-denominated receivables and the settlement of foreign currency-denominated

payables and loans, whenever practicable. Also, foreign exchange movements are monitored on a
daily basis.

The Group’s foreign currency-denominated financial assets and liabilities and their Philippine
peso equivalents as at December 31, 2013 and 2012 are as follows:

2013 2012
USS Peso US$ Peso
Amount Equivaleni Amount  Equivalent
Fmnancial assets:
Cash and cash equivalents $59,395 PB2,636,863 314,956 P613,924
Trade and other receivables 11,526 538,074 13,449 552.075
AF S financial agsets 17,063 757,510 10,302 422,897

$87,984 B3,932,447 338,707 P1,588.896

Financial habilities:

Trade and other payables $1,434 B63,422 $1.230 P50,503

Long-term debt 34,657 1,538,598 37,498 1,539,289
336,091 B1,602,020 $38,728 P1,589.792

The exchange rate used for conversion of US$1.00 to peso equivalent was P44 .40 and P41.05 as at
December 31, 2013 and 2012, respectively.

The sensitivity of all the Group’s financial instruments to a reasonably possible change in the
exchange rate, with all other variables held constant, of the Group’s income before income tax
{due to changes in fair value of monetary assets and habilities) as at December 31, 2013 and 2012

follows:
Peso (Strengthens) Sensitivity to
Weakens pretax income
2013 B0.70 B306,325
(0.55) (28,541)
2012 £0.72 (P15)
(0.75) 16

There is no other impact on the Group’s equity other than those already affecting the consolidated
statements of income.

Interest Rate Risk

The Group’s exposure to the risk for changes in market interest rate relates to AFS quoted debt
and floating-rate long-term debt.
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Floating rate mstruments expose the Group to cash flow mterest rate risk, whereas, fixed interest
rate instruments expose the Group to far value risk. The Group regularly monitors the market
interest rate movements and manages its interest rate risks by using a mix of fixed and variable
rates.

The following tables set out the carrying amount, by maturity, of the Group’s financial instrument
that is exposed to cash flow interest rate risk:

2013 <1 vear 1-5 years >3 years Total
Floating rate (LIBOR plus 2%

spread) - long-term debt P117,469 B527,679 B893,449 P1,538,597
2012 <] year 1-5 years >3 years Total
Floating rate (LIBOR plus 2%

spread) - long-term debt Pl16,619 P524.701 PRO7.960 P1,539.289

Management believes that cash generated from operations is sufficient to pay for its obligations
under the loan agreements as they fall due. As at December 31, 2013 and 2012, the interest on the
Group’s long-term debt is repriced on a 180-day basis.

The sensitivity to a reasonably possible change in the interest rate (in basis points), with all
other variables held constant, of the Group’s income before income tax and equity as at
December 31, 2013 and 2012 are as follows:

Change Sensitivity to

in interest rate income before Sensitivity
(in basis points) income tax to equily
December 31, 2013
Long-term debt +100 (15,386)
-100 15,386
AFS financial assets +100 (37,923)
-100 37,923
December 31, 2012
Long-term debt +100 {15,393) =
-100 15,393 =
AFS financial assets +100 - (31,311)
=100 = 31,311

The impact on the Group’s income before income tax is caused by changes in the interest of the
floating-rate long-term debt, while the impact on the Group’s equity is caused by the changes in
the market value of AFS quoted debt due to interest rate movements. The impact on the Group’s
equitly excludes the impact on transactions affecting the consolidated statement of income.

Equity Price Risk

Equity price risk is the risk to earnings or capital arising from changes in stock prices relating to
its quoted equity securities. The Group’s exposure to equity price risk relates primarily to its AFS
financial assets on various stocks of listed companies.
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The Group’s policy is to maintain the risk to an acceptable level Movement of share price is
monitored regularly to determine impact on its financial position,

The table shows the sensitivity to a reasonably possible change in equity prices on
AFS equity instruments as at December 31, 2013 and 2012, except equity-linked investments.

The equity impact 1s arrived using the reasonably possible change of the relevant market indices
and the specilic adjusted beta of each stock the Group holds. Adjusted beta is the forecasted

measure of the volatility of a security or a portfolio in comparison to the market as a whole.

Average change

in market indices Sensitivity

{in percentage) to equity

2013 22.23% 18,393
-22.23% (18,393)

2012 22.23% 16,182
-22.23% (16,182)

The stocks of the AFS financial assets are traded in the following markets: Hang Sheng Index,
Luxembourg Stock Market, PSE and Standard & Poor’s 500.

Capital Management
The Group considers its equity as capital. Its primary objective in capital management 1s to
maintain a streng credit rating in order to support its business and maximize shareholder value.

The Group manages its capital structure and makes adjustments to it, in light of changes in
economic conditions. To maintain or adjust the capital structure, the Group may issue new shares
or declare dividend pavments to shareholders. No changes were made in the objectives, policies
or processes during the years ended December 31, 2013 and 2012,

The Group monitors capital using the debt-to-equity ratio, which is total liabilities divided by
aquity. The Group’s policy is to keep the debt-to-equity ratio to not more than 1:1. Total
liabilities include trade and other payables, income tax payable, deferred income, long-term debt,
provision for mine rehabilitation and decommissioning, deferred income tax liabilities - net and
pension liability.

The Group considers the following as capital:

2013 2012
Capital stock £1,266,780 B1,013.938
Additional paid-m capital 8,151,603 8,117,558
Net valuation gains on AFS fmancial assets 99506 65,199
Cost of share-based payment plan 49,524 57.464
Asset revaluation surplus 33,629 34,012
Share in cumulative translation adjustment 140,201 (136,909)
Retained earnings:
Appropriated 1,000,000 =
Unappropriated 9,748,905 9,725,164
Non-controlling interests 4,721,640 4,705,278

$25,211,788 $23,581,704
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The table below shows the Group’s debt-to-equity ratio as at December 31, 2013 and 2012.

2013 2012
Total liabilities (a) £3,701,740 P3.597.513
Equity (b) 25,211,788 23,581,704
Debt-to-equity ratio (a/b) 0.15:1 0.15:1

35

Financial Instruments

The management assessed that the following financial instruments approximate their carrying
amounts based on the methods and assumptions used to estimate the fair values:

Cash and Cash Equivalents
The carrying amount of cash and cash equivalents approximates their fair value due to the
short-term nature and maturity of these financial instruments.

Trade and Other Receivables and Trade and Other Payables
Similarly, the carrying amounts of trade and other receivables and trade and other payables
approximate their fair values due to the short-term nature of these accounts.

Cash held in Escrow, MRF, SDMP Fund and Long-term Negotiable Instrument

The carrying amount of cash held in escrow, SDMP fund and MRF approximate their fair values
since they are restricted cash with banks, which earns interest based on prevailing market rates
repriced monthly. The long-term negotiable instrument also approximates its fair value since it
earns interest based on long-term cash investment rate.

AFS Financial Assets

The fair values were determined by reference to market bid quotes as at the end of the reporting
period. For unquoted equity securities for which no reliable basis of fair value measurement is
available, these are carried at cost, less any impairment losses.

Long-term Debt
The fair values of long-term debt is based on the present value of future cash flows discounted
using applicable risk free rates for similar types of loans adjusted for credit risk.

Fair Value Hierarchy of Financial Instruments
As at December 31, 2013 and 2012, the following table presents the level of hierarchy of the
Company’s AFS debt and equity instruments:

2013 2012
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
Financial Assels
AFS financial assels
Quoted debt securities £1,318,364 P B PL023,750 e B
Quoted equity securities 202,047 - - 185,761 - -
Ungquoted equity
gecurities = = 918,527 = = 918,527
P1,520,411 P P918,527 £1,209,511 B B918,527

As at December 31, 2013 and 2012, there were no transfers between Level 1 and Level 2 fair
value measurements and no transfers inte and out of Level 3 fair value measurements.
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36. Significant Agreements

a. Throughput Agreement with THNC
On October 4, 2010, TMC and THNC, a Philippine corporation, executed a Throughput
Agreement wherein TMC will construet the pier facilities within the TSEZ pursuant to its role
as Developer. The TSEZ is located within the Surigao Mineral Reservation, an area declared
for mineral development pursuant to Proclamation 391, under the supervision of the
Department of Environment and Natural Resources (DENR)) that issued an “Order to Use
Offshore Area” dated September 20, 2010 to TMC for the use of such portion of the Surigao
Mineral Reservation for the construction of the pier facilities. In relation to this, THNC
entered into a Registration Agreement with the Philippine Export Zone Authority (PEZA) to
construct and operate a mineral processing plant within the TSEZ as an Ecozone Export
Enterprise.

Under the agreement, TMC will make available the pier facilities and provide certain services
to THNC 1in consideration for usage fees and service fees to be paid by the latter starting
April 2011 until 2031, unless terminated earlier. The usage fee amounted to $1,360,000 for
each semi-annual period to be paid on or before October 10 and April 10

THNC also agrees to pay service fee that will be agreed upon by both parties which shall be
billed on & monthly basis.

Prior to the commencement date, THNC may also request TMC to use any part of the
constructed Pier Facilities, which is ready for use, upon payment of reasonable compensation
which shall be mutually agreed by TMC and THNC,

b. Throushput Agreement with CBNC
Under the agreement, CBNC shall pay RTN the price which consists of all its direct costs for
the pier facilities which includes but not limited to, financial costs, maintenance costs and tax
as well as indirect costs directly used for the pier facilities and the services as agreed by the
parties. CBNC shall pay to RTN in US dollars, as a part of such financial costs, the amounts
to be paid by RTN to SMM such as interests and loan repayments pursuant to the Omnibus
Agreement made and entered into by and between RTN and SMM. The agreement shall
continue for twenty-five (25) years after November 25, 2002 unless terminated earlier.

¢. Memorandum of Understanding (MOU)
On September 14, 2009, the Parent Company and TMC entered into a MOU with SMM.
Pursuant to the terms thereof, the Parent Company and SMM will move ahead on a joint
venture basis to build a nickel-cobalt processing plant (the Project) using the HPAL
technology adjacent to TMC’s mine in Surigac del Norte, while TMC will supply low-grade
nickel ore to the plant over the life of the Project. The estimated cost of the Project 18
$1.42 billion which is further increased to$1.52 billion, over a three-year construction period,
which started in the last quarter of 2010. The plant will have an annual capacity of 30,000
tons of contained nickel over an estimated 30-year project life. The MOU provides that the
equity share of the Company and SMM shall be 20%-25% and 75%-80%, respectively.

Following the MOU 1s the Taganito HPAIL Stockholders Agreement (the Agreement) entered
into by the Parent Company, SMM and Mitsui, on September 15, 2010 stating that the Project
will be undertaken by THNC, a company that will be jointly owned by the Company, SMM
and Mitsul with equity interest of 22.5%, 62.5% and 15.0%, respectively. The said
Agreement contains the principal terms of an ore supply agreement to be entered into between
THNC and TMC for the supply of limonite ore.
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It also sets forth the respective rights and obligations of the Parent Company, SMM and
Mitsui, including their responsibilities in respect of financing the US$1,420.0 million project
investment that will be undertaken by THNC.

As at December 31, 2013, the Parent Company, SMM and Mitsui made additional investment
of US$287.2 million in the form of loans to THNC. SMM had agreed to substitute for the
Parent Company to make these loans for which the latter pays guarantee service tee.

On October 4, 2013, the Parent Company, SMM and Mitsui agreed to extend another loan of
UUS$90.0 million to THNC for the construction of the tailings dam. No drawdown was made
on this loan as at December 31, 2013.

d. Sales Agreements

Nickel Ore Sale Agreement with PAMCO and Sojitz (see Note 31a)

Nickel Ore Supply and Service Agreement with CENC (see Note 314)

Nickel Ore Supply Agreement with THNC (see Note 31a)

Nickel Ore Sale Agreement with SMM (see Note 31a)

Nickel Ore Supply Agreements with Chinese customers

HMC, CMC, RTN and TMC have ore supply agreements with a number of Chinese
customers, each for a fixed tonnage at specific nickel grades and iron content. The fixed
tonnage of ore i3 generally the volume of expected delivery within a few months. Sale of ere
to Chinese customers amounted to P7.4 billion, P7.4 billion and P7.8 billion for the years
ended December 31, 2013, 2012 and 2011, respectively.

Materials Handling Agreement with THNC (see Note 31a)

e.  Mining Agreements

MPSA

RTN

On June 4, 1998, the Philippine Government (the Government) approved the conversion of
RTN’s Mining Lease Contracts under the old mining regime inte an MPSA with the
Government pursuant to the Philippine Mining Act of 1995, The MPSA allows RTN to
explore, develop and continue mining operations for nickel ore within the Contract Area
covering 990 hectares i the Mumcipality of Bataraza, southern Palawan [sland. Under
RTN’s Environmental Comphance Certificate, however, 144 hectares of the Contract Area are
excluded from mining operations, being located within an area classified as “core zone” where
mining is prohibited under current regulations of the Palawan Council for Sustainable
Development (PC3D).

On April 28, 2005, RTN and the Government entered mnto a second MPSA covering

85 hectares in the Municipality of Bataraza, which allows RTN to mine limestone in Sitio
Gotok Limestone being mined by RTN pursuant to this second MPSA is being sold to CBNC
and used at the Coral Bay HPAL plant.
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Under both MPSAs, RTN pays a two percent (2%) excise tax on gross revenues as provided in
the Philippine National International Revenue Code as the Government’s share in its output.
Both MPSAs are valid for twenty five (23) years from issuance and renewable for another
term of not more than twenty-five (25) years at the option of RTN, with approval from the
Government.

On June 20, 2003, RTN submitted an Application for MPSA covering previously approved
Mining [.ease Contracts over an area of 4,274 hectares within the Municipalities of Bataraza
and Rizal. Most of the contract area is within the core zone and the application is pending. On
May 30, 2008, the PCSD 1ssued a resolution interposing no objections to the revision by the
Municipality of Bataraza of its Environmentally Critical Areas Network map that, among
others, seeks to reclassify the core zone within the Contract Area into a mineral development
area. The reclassification was approved by the Municipal Development Council of the
Municipality of Bataraza on November 18, 2009, and subsequently approved by the Provincial
Board on January 5, 2010, The processing of the Application for MPSA by the MGB 1s
consequently under way.

HMC

Tagana-an Nickel Project

On July 25, 2008, the Government approved the conversion of HMC’s Mining I.ease Contract
nto an MPSA, which allows HMC to explore, develop and continue mining operations for
nickel ore within the Contract Area covering 773.77 hectares in the Municipality of
Tagana-an, Surigao del Norte. Under the MPSA, HMC pays the Government a two percent
(2%) excise tax and a five percent (5%) rovalty on gross revenues, as the Contract Area is
within the Surigao Mineral Reservation. The MPSA is valid for twenty-five (25) vears from
issuance and renewable at the option of HMC, with approval from the Government.

Manicani Nickel Project

On August 13, 1992, HMC and the Government entered into an MPSA, which allows HMC to
explore, develop and mine nickel ore within the Contract Area covering 1,165 hectares in
Manicani Island, Municipality of Guiuan, Eastern Samar. Under the MPSA, HMC shall pay
the Government a two percent (2%) excise tax, a one percent (1%) royalty and ten percent
(10%) of its net revenues, delined as gross revenues less all cost items that are deductible for
income tax purposes. The MPSA is valid for twenty-five (25) years from issuance and
renewable at the option of HMC, with approval from the Government.

On August 2, 2004, the Regional Panel of Arbitrators of the MGB recommended the
cancellation of the MPSA as a result of allegations by third parties against the operations of
HMC. On September 4, 2009, the Mines and Adjudication Board of the DENR issued a
decision setting aside the decision of the Panel of Arbitrators. Hence, the MPSA remains in
effect. HMC 15 currently not conducting mining operations in Manicani,

On July 30, 2010, HMC and SNMRC entered into a Deed of Assignment and Transfer of
Rights whereas HMC shall transfer all its rights, title and interest in Manicani Operations to
SNMRC. As of December 31, 2013, HMC is still the effective holder of MPSA-012-92-VIII.
Transfer of the MPSA is still pending approval from MGB though Deed of Assignment was
already executed between HMC and SNMRC.
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ITMC

On July 28, 2008, the Government approved the conversion of TMC’s Operating Lease
Contract into an MPSA, which allows TMC to explore, develop and continue mining

operations for nickel ore within the Contract Area covering 4,584.51 hectares in the

Municipality of Claver, Surigao del Norte. On June 18, 2009, the MPSA was amended,

ncreasing the Contract Area to 4,862.71 hectares.

Under the MPSA, TMC pays the Government a two percent (2%) excise tax and a five percent
(5%) royalty. as the Contract Area is within the Surigac Mineral Reservation. The MPSA is
valid for twenty-five (25) years from issuance and renewable at the option of TMC, with

approval from the Government.
Operating Agreements

La Salle

On December 18, 2006, TMC entered into an Operating Agreement with La Salle, the holder
of an Application for MPSA covering 6,824 hectares in the Municipality of Gigaquit, Surigao
del Norte, The Operating Agreement allows TMC to explore, develop and mine nickel ore
and limestone once the MPSA is approved, and obliges it to assist La Salle in obtaining the

MPSA and to comply with the terms thereofl once issued.

The Operating Agreement specifies a royalty to La Salle of five percent (5%) for nickel ore
and B10.00 per metric ton for limestone. Upon signing of the Agreement. TMC made an
advance rovalty payment of B1.0 million repavable by deductions from future royalties at a

rate of twenty [ive percent (25%) per year over a period of four (4) years. As at

December 31, 2013, the MPSA remains pending.

Kepha

On February 14, 2007, TMC entered into an Operating Agreement with Kepha, the holder of
MPSA no. 284-2009-X11-SMR covering 6,980.75 hectares in the Mumcipality of Claver,
Surigao del Norte. The Operating Agreement allows TMC to explore, develop and mine

nickel ore and limestone and obliges it to comply with the terms of the MPSA.

The Operating Agreement specifies a royalty to Kepha of five percent (5%) for mckel ore and
P10.00 per metric ton for limestone. Upon signing of the Agreement, TMC made an advance
of $1.0 million and 6.3 million, repayable by deductions from future royalties at a rate of ten

percent (10%) per year over a period of ten (10) years.

On June 19, 2009, the MPSA was issued to Kepha, Under the terms thereof, upon the start of
mining operations, TMC shall pay the Government a two percent (2%) excise tax and a

five percent (5%) royalty, as the Contract Area is within the Surigao Mineral Reservation.
The MPSA is valid for twenty-five (25) years from issuance and renewable at the option of
Kepha, with approval from the Government. There were drilling activities related to the

Kepha project in 2013

Ludgoron

On August 28, 2007, TMC entered into an Operating Agreement with Ludgoron, the holder of

an MPSA with Government issued on July 27, 2007 covering a Contract Area of

3,248 hectares n the Mumicipality of Carrascal, Surigao del Sur. The Operating Agreement
allows TMC to explore, develop and mine nickel ore and obliges it to comply with the terms

of the MPSA.
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Under the MPSA, upon the start of mining operations TMC shall pay the Government a

two percent (2%) excise tax and a [ive percent (5%) royalty, as the Contract Area 1s within the
Surigao Mineral Reservation. The MPSA is valid for twenty-five (25) years from issuance
and renewable at the option of Ludgoron, with approval from the Government.

Under the Operating Agreement, TMC shall pay Ludgoron a royalty of five percent (5%).
Upon signing of the Agreement, TMC made an advance royalty payment of $1.0 million,
repayable by deductions from future royalties at a rate of ten percent (10%) per year over a
period of ten (10) vears. In 2009, an additional advances against royalties amounting to
B10.0 million was made in order to allow Ludgoron to settle a claims conflict. There were no
drilling activities related to the Ludgoron project in 2013,

East Coast

On November 19, 1997, CMC entered into an Operating Agreement with East Coast, the
holder of an MPSA with the Government 1ssued on November 19, 1997 covering a Contract
Area of 697.05 hectares 1n the Municipality of Cagdianao, Dinagat Islands. The Operating
Agreement allows CMC to explore, develop and mine nickel ore and obliges it to comply with
the terms of the MPSA,

Under the MPSA, CMC pays the Government a two percent (2%) excise tax and a [ive percent
{(5%0) royalty, as the Contract Area is within the Surigao Mineral Reservation, Under the
Operating Agreement, CMC also pays East Coast a royalty of seven percent (7%), net of
withholding taxes.

The Operating Agreement expired on November 19, 2007 and was renewed [or a period of ten
{10) years. In consideration, East Coast was paid P100.0 million upon signing of the
extension, and P100.0 million as advances aganst future royalties, repayable over a ten-year
period at a rate of B10.0 million per year. The MPSA is valid for twenty-five (25) years from
issuance and renewable at the option of East Coast, with approval from the Government.

A Mutual Rescission of the above Memorandum of Agreement was executed on
March 12, 2012, wherein East Coast and CMC mutually agreed to terminate the MOA and to
release each other from any and all responsibilities and liabilities thereunder.

On July 29, 2013, East Coast and CMC entered into an agreement to reduce for one-year
period the marketing and rovalty fees. Royalty payments to East Coast reduced from 7% (net
of withholding taxes) to 5% during this period. Advances against future royalties, to which
royalty payment shall be credited was also reduced from B10.0 million per year to

£3.6 million and £6.4 million in 2013 and 2014, respectively.

The commission expense related to East Coast that is reported under marketing amounted to
P27 4 million and P54 8 mullion in 2013 and 2012, respectively.

BOA

CMC holds MPSA 241-2007-XIT-SMR - Norweah Metals and Minerals Company Inc. of the
BOA exploration which was granted an MPSA on July 12, 2007 for a period of 25 years and
renewable upon such terms and conditions as may be mutually agreed upon. The MPSA
covers an area of 226.0235 hectares situated in Boa, Municipality of Cagdianao, Province of
Dinagat Islands, Surigao del Norte.
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A Memorandum of Agreement was executed on October 12, 2004 between Norweah and
CMC for a term of ten (10} years from the approval of the MPSA, whereby Norweah granted
CMC exclusive rights to explore, develop, exploit and operate the mineral property subject of

the MPSA.

{  Loan Guarantee/Substitution Apgreement

RTN

Under a loan guarantee service agreement dated October 22, 2002 between RTIN and SMM,
the latter agreed to satisty RTIN’s CBNC lean obligations in consideration of the payment by
RTN to SMM of an annual fee equal to one percent (1%) of the relevant cutstanding amount,

The fee is payable every February 21 and August 20 of each year. In case of default, such
loan guarantee service agreement will be terminated and RTN shall provide loans to CBNC or
guarantee the repayment of CBNC’s loans payable. Failure to provide such loans or guarantee

shall be considered a default under the CBNC Stockholder Agreement.

The loan guarantee service fee amounting to P0O.9 mullion, P1.3 million and 1.7 million in
2013, 2012 and 2011, respectively, is recorded under “Finance expense” in the consolidated

statements of income (see Note 28).

NAC

Under a loan guarantee/substitution agreement dated December 9, 2011 between NAC and
SMM, the latter agreed to substitute for NAC to make loans or guarantee the repayment of

THNC pursuant to the Stockholders Agreement dated September 13, 2010.

In consideration of the loans and guarantee made by SMM, NAC shall pay to SMM an annual
fee equal to one percent (1%) of the relevant outstanding amount, which is payable every

February 21 and August 21 of each year.

On December 18, 2013 and December 3, 2013, NAC and SMM entered into another loan
guarantes/substitution agreement with respect to the new loan agreement made and entered by
THNC and SMM on December 3, 2013 and January 31, 2013, respectively. The annual fee is
also equal to 1% of the relevant outstanding amount, which is payable every March 21 and

September 21 of each year.

In case of default, such loan guarantee/substitution agreements will be terminated and NAC
shall provide loans to THNC or guarantee the repayment of THNC's loans payable. Failure to
provide such loans or guarantee shall be considered a default under the Stockholders'

Apreement.

The loan guarantee service fee amounted to 103.3 million. 82 7 million and B24.9 million
in 2013, 2012 and 2011, respectively, is recorded under “Finance expense” in the consolidated

statements of income (see Note 28).

g Power Supply Agreement (PSA) with Surigao Del Norte Electric Cooperative, Inc.

SURNECO

On October 31, 2013, the Company and SURNECO signed a fifteen (15) yvear PSA. Under
the terms of the PSA, the Company has agreed to construct, operate, and maintain a ten (10)
megawatts bunker-lired diesel power station under build-operate-transfer scheme and to

supply electricity to SURNECO.
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h. Participation and Shareholder’s Agreement
In May 2011, NAC and SMM signed a Participation and Shareholders” Agreement contaiming

terms of SMM’ s expected equity participation in CExCI. Under the terms of the Agreement,
SsMM will invest $1.5 million in CEXCI for twenty five percent (25%) equity. Once such
funds have been exhausted, SMM has the option to invest $2.8 million for an additional
fifteen percent (15%) equity which would bring its total equity in CExCI to forty percent
(40%).

1. Marketing Agreement with Mitsubishi Corporation

RTN, TMC, HMC, and CMC entered into a marketing agreement with Mitsubishi

Corporation, wherein they will provide set forth below:

a) Mitsubishi will use its reasonable endeavors in collecting, studying and analyzing the
market information related to nickel ore, iron ore, nickel pig iron, and stainless steel;

by Mitsubishi will report market information defined in the marketing agreement;

¢} Mitsubishi will make efforts to introduce customers to RTN, TMC, HMC and CMC and
provide support to both of Companies in negotiating the price and terms and conditions
of sales contracts of the products by and between the Companies and customers; and

d)  Mitsubishi will moniter and assess trends of customers and support RTN, TMC, HMC
and CMC to create an effective pricing strategy and marketing plan.

Marketing expense of three and a half percent (3.5%) shall be charged to RTN, TMC, HMC
and CMC based on the total amount of revenue on free-on-board price stated in the invoices
issued by RTN, TMC, HMC and CMC to each customer.

J. Other Apreements
Registration with PEZA

On December 21, 2009, Presidential Proclamation No. 1966 was issued creating and
establishing the 680-hectare area situated in Taganito, Municipality of Claver, Province of
Surigao Del Norte to be known as TSEZ. TMC is a PEZA-registered operator/developer of
the economic zone as per Certificate of Registration No. EZ 10-01. The certificate of
registration was signed on January 7, 2010.

Pursuant to TMC’s registration with PEZA as an economic zone developer/operator, TMC 1s
entitled to certain incentives in accordance with the provisions of RA No. 7916, otherwise
known as “the Special Economic Zone Act of 19957, as amended The proposed nickel-cobalt
processing plant using the HPAL technology will be located within the TMC’s mine site in
Surigao del Norte.

On January 9, 2013, PEZA issued a certification entitling TMC qualification for the purpose
of VAT zero-rating of its transactions with local suppliers of goods, properties and services
and exemption from all natienal and local taxes and licenses except real property taxes on land
owned by TMC and those required to be paid under the MPSA dated July 28, 2008. In lieu
thereol, TMC shall pay five percent (5%) final tax on gross income. The certification 1s valid
from January 1 to December 31, 2013 and renewable annually, unless otherwise revoked or
suspended by PEZA prior to expiration of said period.

Under PEZA Board Resolution No. 11-08 dated March 1, 2011, its directors approved TMC's
application for extension of its existing TSEZ. On July 28, 2011, pursuant to the resolution,
the Government issued Proclamation No. 211 designating parcels of land with an aggregate
area of 7.5 hectares located at Barangay Taganito, municipality of Claver, Province of Surigao
del Norte, for inclusion to the existing TSEZ.
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On January 23, 2013, PEZA issued a Letter of Authority No. 13-0426 allowing TMC to

allocate one (1) hectare lot within the TSEZ located at Barangay Taganito, Claver,

Surigao del Norte as relocation site for the residents along Hayanggabon River, Barangay

Hayanggabon, Claver, Surigao del Norte.

Board of Investments (BOI) Certification

In January 2013, TMC, RTN, HMC and CMC received BOI certifications pursuant to
Revenue Memorandum Order No. 9-2000 entitled “Tax Treatment of Sales of Goods,
Properties and Services made by VAT -registered Suppliers to BOI registered Manufacturers-

Exporters with 100% Export Sales”. The certifications are valid from January 1 to

December 31, 2013 and renewable annually, unless sooner revoked by the BOI Governing

Board.

Lease Agreement with THNC

On October 31, 2013, TMC and THNC executed a lease agreement wherein TMC will lease
the land within the TSEZ to the lessee. The TSEZ leased area of approximately 675 hectares
located at Barangays Taganito and Havanggabon, Claver, Surigac del Norte. The duration of
the lease agreement shall be a period of twenty (20) vears starting January 1, 2013, however,

rental rate shall be annually agreed by both parties.

Lease Contract with the DENR

TMC is a party to a lease contract dated April 10, 2003 with the DENR over a tract of
foreshore land located at the Taganito mine comprising an area of approximately 12,000
square meters. The foreshore lease has a term of twenty-five (25) years from the date of issue,

unless terminated earlier. The DENR may renew the foreshore lease for another

twenty-five (25) years, at its option. In accordance with the foreshore lease, TMC ¢onstructed
permanent improvements appropriate lor the wharf to facilitate the barging of mine ore to
customers’ vessels. Under the terms of the lease, if TMC uses or attempts to use the premises
for other purposes, all rights and interests, including the improvements, will be forfeited in

favor of the Government. Upon the termination of the lease or any extension, all
improvements made by TMC will become the property of the Government.

Joint Undertaking with National Commission on Indigenous Peoples (NCIP)

On December 8, 2009, TMC and NCIP entered into a Joint Undertaking, which confirmed that
a one percent (1%) royalty on annual gross revenues of TMC 1s payable to the Mamanwa
Tribe pursuant to a Memorandum of Agreement dated July 18, 2006 between TMC, the NCIP
and the Tribe and a Certificate of Ancestral Domain Title 1ssued to the Tribe, within which

area TMC’s mining operation is located.

37. Events after the Reporting Period

Amendment of Articles of ncorporation

On March 24, 2014, the Parent Company’s BOD approved the amendment of its Articles of
Incorporation to reflect the change in its principal office address to NAC Tower 32nd Street,
Bonifacio Global City, Taguig, subject to the approval of the Parent Company’s stockholders in

June 2014.

Increase in Authorized Capital Stock

On March 6, 2014, TMC’s BOD resolved, subject to the ratification of the shareholders, the
increase in authorized capital stock from 2 billion to 5 billion common stock with par value of

P1.00 per share.
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Dividend Declarations

On March 24, 2014, the Parent Company’s BOD approved the declaration of cash dividends
amounting to B0.30 per share, to stockholders of record as at April 10, 2014, which will be paid on
May 8, 2014

On March 20, 2014, HMC’s BOD declared cash dividends amounting to £1,034.2 million,
equivalent to P2.00 per share, to stockholders of record as at February 28, 2014, The cash
dividends will be paid in two tranches at 50% on each pay-out on June 30, 2014 and
December 1, 2014

On March 6, 2014, TMC’s BOD resolved, subject to the ratification of the shareholders, the
declaration of one hundred percent (100%) stock dividends. The stock dividends shall be used as
the subscribed and paid up portion to support the application for the increase in authorized capital
stock of TMC. Also, the stock dividend shall be issued upon approval of the TMC’s application
for increase of Authorized Capital Stock by the SEC.

On February 26, 2014, RTN"s BOD approved the declaration of its 58,749,999 shares in CBNC,
with market value of B1,418.7 million, to stockholders of record as at March 21, 2014, provided
that all foreign shareholders as at February 28, 2014 shall receive cash dividends of 2945 8 million
in lieu of the property dividend, which will be paid on March 31, 2014. On March 28, 2014, SEC
approved the property dividend declaration of RTN.

ESopP

On March 24, 2014, the Company’s BOD approved the adoption of a new stock option plan for
officers of the Company, its operating subsidiaries and Resident Mine Managers. Directors will
likewise be eligible to participate in the plan. A total of 32 million shares of stock will be reserved
for the plan, which will have a term of five (5) years, [rom 2014 to 2019, and annual vesting rate
of twenty-five percent (25%) of the entitlement shares. The first vesting date is one (1) year after
the grant of the option.

38. Supplemental Disclosure to Consolidated Statements of Cash Flows

Noncash financing activity pertains to the declaration of stock dividend amounting to
£251.9 million and £335.6 million in 2013 and 2012, respectively.

39. Business Segment Information
The Group’s operating businesses are organized and managed separately according to the nature
of the products and services provided, with each segment representing a strategic busimess unit

that offers different products and serves different markets.

The mining segment is engaged in the mining and exploration of nickel saprolite and limonite ore
and limestone.

The services segment 1s engaged in the chartering out of LCT, construction and rendering of
services to CBNC and THNC.
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Fmangcial information on the eperation of the various business segments are as follows:

December 31, 2013

Mining Services
RTN/TMC/
HMC CMC TMC RTN LCSLC Others  Eliminations Total
External customers £3,438,856 £737.906 £3,109,101 £3,189,04 P623,942 £10,090 B- P11,109,529
Inter-scgment revenues - — - - 72,637 434,953 (507,590) -
Total revenues (see Note 31) 3,438,856 737,906 3,109,101 3,189,634 696,579 445,043 (507,590) 11,109,529
Cost of sales 927,692 422,058 1,122,846 2,016,698 - — - 4,489,294
Cost of services - - - — 335,292 - - 335,292
Shipping and loading costs 444,164 141,109 457,029 268,847 87,622 - - 1,398,771
Excise taxes and royalties 240,720 95,368 248,728 63,792 - - - 648,608
Marketing 21,065 28,228 4,462 11,874 - — — 63,629
Segment operating earnings £1,805,215 £531,143 £1,276,036 P828.423 B273,665 P445,043 (E507,590) £4,171,935
General and administrative £66,117 £34,038 £110,899 111,172 212,156 B290,437 P £624,519
Finance income 14,332 B2,515 P15,683 £49,750 P12 P34,401 = P166,753
Finance expense B5,327 B3,450 B7.007 £6.8% £2,267 £103,351 B £128,298
Provision for (benefit from) income tax £516,384 (¥8,787) £350,677 £247,190 £7,589 £11,162 B £1,124,215
Net income (loss) attributable to equity holders of the
parent 1,473,262 £21,554 £640,531 £595,162 (£98,064) (£578,771) [ £2,053,674
Segment assets £1,943,798 £954,293 £6,708,837 £7,740,945 £263,195 P10,938.015 B~ P28,569,085
Deferred income tax assets - net 97.366 93.381 58,438 4,709 — 90,529 — 344,443
Total assets £2.041,164 £1,047,676 £6,767,295 £7,745,64 £263,195 £11,048,544 P-  P28,913,528
Segment liabilities £419,751 £152,185 £1,970,952 £547,866 £5,270 £119,488 2 £3,215,512
Deferred income tax liabilities - net - - - 423,608 31,830 30,790 — 486,228
Total liabilities £419,751 P152,185 £1,970,952 P971,474 £37,100 P150,278 P £3,701,740
Capital expenditures £346,186 £114,084 £1,256,229 £129.461 £28,009 £57,156 E £1,931,125
Depreciation, amortization and depletion £123,760 £72,484 £336,736 P488,985 £174,003 £66,683 o £1,262,651
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December 31, 2012, as restated

Mining Services
RTN/TMC/
HMC CMC T™MC RTN LESLE Othars Elimination Total
External customers B2.881.204 £1,130.033 £3.093.866 £4.038,188 $444.202 B19.414 B PBL1.605.907
Inter-segment revenues — - - - 347,540 39,519 (387,059) -
Total reverues (see Note 31) 2.881.204 1.130.033 3.093.866 4,038,188 791,742 58,933 (387,059) 11,606,907
Cost of sales 721,597 363,897 906,783 2,184,938 = = — 4467215
Cost of services - - - - 260,399 - - 260,399
Shipping and loading costs 383477 203,786 395,446 384,843 32 908 = = 1,400,550
Excise taxes and royalties 201,684 177,980 247,509 80,764 - - - T07.937
Marketing 32,974 55,003 — 6.377 — — — 94,354
Segment operating sarmings B1,541.472 B125,367 1,454,128 £1.381,266 P408.345 B58,933 (B387.059) B4.676.,452
Gerneral and adimimstrative B72,567 B36.702 B109.956 B71.551 B7.686 B220.119 B B527.581
Finance income P25,456 P4.852 P35,363 P68,351 R17 P101,001 P P235,040
Finance expense £5,089 82,779 £12.712 £11,233 B55 BE2.668 i £114.536
Provision for (benefit from) income tax P455.332 £25,053 £369,150 B423.813 (B8,742) £70,002 B £1,334,098
Net income (loss) attributable to equity holders
of the parent B1,229157 B147.592 B773.990 $890.414 (B406.821) (B427.122) B-  P2207210
Segment assets 1,564,307 BOg6.111 5,866,492 £8.392.525 £238.090 B9, 766.795 B-  P26.814.320
Deferred income tax assets - net 126,032 76,008 48,603 - 10,333 103,861 - 364,897
Total assets P1690330  P1,062.119 P5015,155  P8.392 525 P24R.423  B0.870.636 B P27179217
Segment liabilities P309,247 P148.735 P1,840,039 P6A2.346 P30319 P67,376 P B3.047.062
Deferred income tax liabilities - net — - - 515,767 34,684 - — 550,451
Total liabilities £309,247 148,735 £1.840,039 £1,158.113 £74.003 B657.376 B~ PB3597513
Capital expenditures B284,377 B180.499 B841.322 £1.372,525 £30972 £0 338 B R2719.033
Depreciation, amertization and depletion 272,606 P&1,841 R300,579 P416,531 P47.263 263,063 e BORI1. 883
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December 31, 2011, as restated

Mining Services
HMC CMC TMC RTN RTN/LCSLC Others Elimination Total
External customers £1.790.727 1,723,666 $2.751.941 £5.963.944 £344,593 £119.835 B B12.694.706
Inter-segment revenues - — - - 69,231 55,925 (125,156) —
Total revenues (see Note 31) 1,790,727 1,723,666 2,751,941 5.963.944 413,824 175,760 (125,156) 12,694,706
Cost of sales 572,781 451,668 612,878 1,712,363 - - - 3,349.690
Cost of services - - — - 214,260 - - 214,260
Shipping and leading costs 405,649 251,985 233,406 330,348 64,688 — - 1,286,076
Excise taxes and royalties 125,351 271,477 220,155 119,279 - - - 736,262
Marketing 241 54,586 = 13,349 = = = 68,176
Segment operating earnings P686,705 P603,950 P1.685.502  P3,788.605 P134.876 P175,760 (P125,156) P7,040,242
General and administrative P70.315 P43.232 P112,673 $93.450 £10.499 P47.256 B P577,425
Finance income £6,152 $3,389 £29.705 B61.359 B19 B107.812 b £208.436
Finance expense R2.919 B3,327 B17,038 B9.519 B P33.812 e B66,615
Provision for (benefit from) income tax £167,250 £146,845 B431.437 POT7.893 B742 (B38,152) i £1.686,015
Net income (loss} attributable to equity holders
of the parent £396.401 £346,029 B607,857 £2.225 816 $£4,038 (B42,359) B P3.537.782
Segment assets £1.575.261 1,471,363 £4.942 039 BG.982.713 £135.747 £10.793,924 B B25901.047
Deferred income tax assets - net 155,413 88,719 21,073 4,630 4,445 226,869 - 501,851
Total assets £1.730.674 £1,560.082 £4.963.814 £6,987.343 B140,192  $11.020.793 B PB26.402.808
Segment liabilities P359.657 P314,648 P1.876.741 PRYS.661 P112,471 P34.490 P P3.584.668
Deferred income tax liabilities - net - - - - 37.537 548,088 - 385,625
Total Liabilities P350,657 P314.648 P1.876,741 PRR6,661 P150,008 P582,578 P P4170.203
Capital expenditures £117.134 £74,750 BR(5,329 £223.437 50,359 B22,756 B P1.293765
Depreciation, amortization and depletion £37.470 B86.505 B231.138 £263,550 £15,319 £09 830 B £733.821

Inter-segment revenues are eliminated upon consolidation.



The Group has revenues from external customers as follows:

Country of Domicile 2013 2012 2011
China B7,376,742 £7.356,918 P7.815.248
Japan 1,462,481 2,403,673 2,405,951
Local 2,270,306 1,846,316 2,473,507

P11,109,529 £11.606,907 £12.694,706

The revenue information above is based on the location of the customer.

Revenue from two key customers amounted to B5,257.2 million, £3,128.0 million and
B5,822.3 million in 2013, 2012 and 201 1, respectively, arising from sale of ores.

40. Reclassifications

Certain 2012 and 2011 consclidated financial statement accounts have been reclassified to
conform to the 2013 consolidated financial statements presentation.
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About the Report

This i the firgt Annual Sustain abdity Report to be released by
Nickel Asia All the information induded in this report are bazed
on data that were submitied 1o the corresponding prsemment
agencees and resulls of regularly monitored performan ce repois
from sach mine site

We manage our relgtionships with our key stakeholders by
reguiarty engagng them to understand their areas of interest and
address ther concerns about our operaticns Althowgh this report
foes not cover ail the ssues of cur stakeholders, € inchides the
mas! significant programs of our compamies that were iniisted to
address their envircnmental and social concemns:

This report highlights our Environ mental Protection and
Enhancement Programs (EPEP) which cover rehabiltation and
refarestation initiatives, water guality man agement and polivtion
‘confrol projects in each of our mine sites. We have also included
our Social Development Management Plans (SDMP) in the
repert, 1o showcase commu nity and employee projects that were
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Joint Message from the
Chairman and President

We are happy to release the firs
sustainabilty report of Nickel Asia
Corporation, which highlights the
environmental, social and economic
achievements of the company
through its subsidianes in 2013
As one of the leaders of the mining
industry in the Philippines, it is

our responsibility to be a steward
of the prnciples of sustainable
developmen

We progreastvery rehatilicats mingc i
LIRS

Dur enviranmental programa are gevelope
and implemented through Enviranment al
Protection and Enhancement Pregrams (EPEP)
wivch focus heavily on the rehabdilation of
mined -oul Sites at 2l ourmining subsidianes
These rehatilitation efforts have resulted in
suUAtanably managed forests thal are iame
to far belter vegetation than they were when
we firil began cperaticns, becoune of the
mineralized noture of the soil,

Wil | igromed g ore s ook Uesiel e L i sitine
iy port of the Matlenal Greening P rgram,
reforestation aclivities are olog done

cuttide of the mining areas in all of our
mininp cperatiens Employees and the local
community come tegetherio accompini s
objecihe

In Rig Tuba slone. over one million Lrees have
been planted in 62252 hectares as par of
ihese rehabiitation and reforestalion offorfs
Cfher mine siles engage in parallel eMonulo
gelveve similar results

We take water quility Mmanagement veny
e WAL I::I‘J'

Each minesie i ad eguately provided with silf
contred facilities (drainape canal silt sumps,
series of sl catehment ponds) which are
frequently desiReg anp efMluent discharge are
regularty manitar {o check conformity with
DENA Standam Mo eaource (§wasied a5 clear
waler from Lhe wil ponds are re-yse for gdusl
mitigation and watennp tree pantng areas

Ow r mining subsidiaries have also prosded
water systems for s commu nitles, enabling
families 1o have dccess 1o clean potable water

Diir SOMP ancd CER programs faelision thm
niagcls of tha Commuinit es we talch

These communities also banafit from

other social reapon sibility projects of our

nu baldlarien carned out throu gh their
respective Social Developmen! Managemenl
Plans (SOMP) and Gorporate Social
Aesponsibility (CSA) activities Theough SDMP.
Al HNAC subsidianes eollaborate with their
eemimlnities 1o areale o Isl of pricrity projects
that will be implemented within 5 years.
Funding fer SOMP s set by each mine site
annually, and accerding 1o law GSA activities,
an the ether hand, are Implemented depend ing
an speciie moalnendn outside of the areos
poverdd by SOMP programe, Projects under
GSHare focused on education, lvelihood,
infrastructure and Indigenous People (Ps)

KiT =l g eg  MImatYy wm _1"'_'4"-I e d
fiodiny

Like our impac! ares commun fies, our
employees likewise banefit from NAC's social
responsibility programa. Safety policies are
implemented and Tollowed in each mine
through Central Safety and Health Committees
formed by employees of 2ach site Health

and safety seminars are also conducted to
provid e work e with information to avoid and/
of reduce accidents in the workplace. They

gre alat provide® wilh e pic per eguipment

to ensure thal they are protected from any

risks and hazards in the mine sites. These are
just o few of (he many employes programs
that enabde NAD'S subsitiaries 1o maintain a
high level of workplace safety in their mining
operations

'll'". : '|I i
To peotectthe nghte of rank and file emplovess
frie sale empopees e Girven pemsseon 10 be
mepreserted by thes Ursting 3nd am cowered by
thesr sespect we Collective Baiganing Agreements
CBA). Generally. collective bargwning agrements
teimns o 5 yeais (with o plovision for wage
senepotiation ol 3 yeam)

TESORC amil faotect vl oyee

We have plans tar the enil of mipa-hife

We have also deigloped decommissicning
plans for each mine sile, for implement ation
once mining operations have ended These
plans will be ysed au a guide in restoring and/
of comyerting min# ailes and the sumoundng
areas into alternative and productive land uses
The plans also @nsure that allemative skills
and sustainable livelihood opportunities are
provided to the mine employeen indluding thelr
dependents and 1o the host and neighbaring
cemmunities.

Durng decemmiuslen g and after mine
alagure, monaring and maintenanae shall be
gontinued until sudh o Hime That rehabilitation
enteria has been succesalully achieved as
determined by the Mines and Geosciences
Bureau

Wl pas MGie B e Paes of vapa e
et Al ifes

With respedc tethe econemic peformance

of the cempany, NAC was able 1o penerate
fetal revenue of PP 11,1005 millien in 2013
from ore soles. While Ls s 4% Iowerthon the
figures for 2012, this was due mainly to the
pacrease in nickel prices nespite a higher sales
volume achigved and the depreciation of the
Phulippine pesc againal the USdoliar

Acknowledgement

We thank the managerial and technical leams
and the warkforce in all our mine siles fér
another year of dedication and hard work We
are grateful for ali the accomplahments that
we fave achveven, while mamtaning safe and
enviroamanially sound coperations. v ou gho vt
<013

We look forward to 2014, for another
year of continuous sustainable
growth

E
rrl
T
Maniel B Tamera, Ji1. Geland W Bumo,
© haimai Piesident and CEO
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Nickel Asia Corporation

Nickel Asia Corporation (NAC) is the Philippines’ largest producer of
ister#tic nickel ore and cne of the largest in the world. We have a long
cperanng history. starting with Ihe sale of ore in 1977 from our first mine
in Hio Tuba. Sinceihen, we have expanded 1o four mine sites and have
=oid 5 tolal of 96 million fonnes of limonite and saprolite ore

e eaport both saprodt e ano lemonite o 10 customers in Japgan and
China. Cur customers use our ofe for the production of fermonicke

and micket poy iron, both used 1o produce stanbess stes, and for the
production of pig iron used for carbaon sted. We are also the exclusie
st pplier of Emonite gre from our Rig Tuba mine to the country’s first
oromel Jlurmecal mckel processing plnt Coral Bay, where we have 3
10% equity mterest Coral Bay became operatwonal in 2005 and currently
operates at a capacity of 24.000 toanes of contained nickel and 1,500
tonnes of contained coball per year in Lhe Torm of 3 mixed nickel-cobalt
sulfide i has proven to be the world's moatl efMicient facility using the
high-pressure acid leach (HPAL) process

In 2010 we made an investment of PnP 4.4 Billion Tor 8 22 5% equity
interest in the country's second hydromelallurgical nickel processing
plant under Taganito HPAL Mick el Corporation, The plant started its
cemmencial eperation in Cctober 2013, with a capacity of 30000 tonn es
of contained nickel and 2600tonnes of contained cobalt per year. Cur
Tapanito mine supplies all of the limonite are for the plant, At atotal
project cost of USS 1.7 Billlen, the plant represents the single largest
investment in the Phillppine minerals sector

Apart from ourfour eperating mines, we have five properties in varicus
stages of expleration for nlekel, In November 2000 we conaluded the
purchase of Cordillera Explaration Ca, Ina frem Angle-American with
fourproperties in the Central Comill#ras of nerthern Luzen that are
prospective forgold and copper. The purchase marks cur first step in our
vision to become a diversified mineral rescurce company |, In November
2077, Sumiteme Metal Mining Ce, Lid, scquired 25% equity in the
company with an option (o purchose additicn al shares te increase is
total eguity toc 40%

We are focused on growth. At the same time we take our responsibilities
tow ards safely, environmental protection and commun iy réelalions

ang pevelopment sencusly. Dur efMons in these fisds have resulfed in
NUMENoY S AW s NECENe Ower The yEI IS Dunng thve annual Presideniial
Mineral industry Environ ment ol Asvards. We believe thal sustainable
peseipment 15 the only way Torward 1or any mining cperation and

We 2xXert greal fon 10 achieve s prncioles. We are commitied 1o
eSO SiteE rening 300 19 runmag ewery 13081 of our cpebons in 2
worid-ci3 s mman ner
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Corporate Objective

We are focused on growth. At the same time, we take our responsibilities
toward safety, environmental protection and community relations and
development seriously. We believe that sustainable development is the only
way forward for any mining operation and we exert great effort to achieve its
principles. We are committed to responsible mining and to running every facet
of our operations in a world-class manner.

Vision

To be a world-class diversified mineral resource company that has :
exemplary relationships with all stakeholders. ~ e

Mission Statement

Using best global industry practices, we are committed in |~

+  Optimizing our current operations;
+ Exploring and developing additional deposits for nickel and other
minerals to sustain our growth;

« Delivering to our customers quality mineral products in a timely manner;

« Nurturing our employees and providing a safe and healthy workplace for
them to achieve their full potential;

+ Uplifting the quality of life of our host communities; by

« Protecting the environment in all our operations; and
« Adopting the highest standards of corporate governance.

-

‘ Jfﬁ@d{ -‘.g l.‘.._.' ! —]1." ;.
SR W

Core Values

Competence
Efficiency
Responsibility to all stakeholders
Teamwork
Integrity and honesty
Financial growth

Dedication
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Corporate Structure

N

NICEEL ASIA CGRP

207 5 SLETAIRA B ILITY REF2ET

Nickel Mining and Exploration

Hir—- Tuba Nicke! Mining - |ncorporated in 196810 develop nickel ofe D eposis
Z * aEnted rights-cver Big Toba:Propery m 7870
'R r |
~orparation F;THML} + Commenced mining in 1575
hage firsi commemiol =hipment m 1277

|.3I 5 :"--"'ut made im 198D

o exl i TRET
'-ﬁmlrﬂﬁqnl laap=rren 1448

Hinatuan Mining \igorparated in 1575
o e ; Developed in 98]

Eﬂ[’pﬂfﬂh A, {HMG} Fivst gommarcial shipaent made in 1582

Expandesin 1984
= 'TF mp-umrl, SHEpension of ORErston s from

M7 I002-2003 e to low prices
| ¥
Bl G

B *of Jwrzahip B Hirz Uil (Y233 - Sapeoditz

B covaiace Hestaraa) B Mirs Lile ¥aad - Limoritz

Downstream Processing

Goral Bay Nickel
Corporation

| 0%

Tagar‘liﬂ HEAL

Mickel Corporation

G 5

Location

Mickel Asia
corporate office ;

Bonifacic Global City, My
Taguio Gity,
betre Manila

Eio Tuba MINE i
Bataraza,nearthe
souihern tip of
Palawan

Copper and Gold Exploration

uordiflera Expioration
Campany, Inc

A ] 25N

A - T e
cab ocmes VH]HTHE

Diinagat I=dand, northern tip
of Mindanac Island

— L an

— Tagana-an nmne

Hinatuan Island.

| approamately 25km
east of Surigac City
[Morthvern end of

' f Mindanac)

Taganito mine
Surigac del Norte,
noerth-east corner of
hlind anac Island




RIZEEL A 50 S2RP2RATES N

10

Products and Services

Allcurmine sites use 3 low-cost cpen pit mining methed. Since limenite and saprelite d epesits
are enly about 5tc 30 meters thick frem the surface, the mining process cnly requires the use of

ewcavators, tracters and dumptrucks and dees net use specialized equipments, explesives, chemicals

of cemplex waste handling. Rehabilitation of the mined-cut areas is asimple and straiphtfernward
process becausethe mine pits are shallcw.

The cre steckpile areas are alsc located neartidewater [cadingareas, enabling easy hauling to barges.

* A Wemgenal

wenus ol )

(m], N il "l:l._'.ar Ty

—_—

Qe Pt mizing process

Durcompany believes in its key strength, which is: Profitabficy uederpiyred Bw low cost produc b,
This izthe foundaticn of cur business, wherein we are able to cperate prefitably through the
commedity price cycle becavse of cur low costs. We rank faverably in terms of mining costs when
cempared to cther nickel mining cempanies. There are a number of factersthat acccunt for cur low
cost position, namely:

We benefit from faverable geclegic cenditicns in all of cur feur mines. Dur lateritic nickel
deposits are near-surface, blanket-like layered deposits with minimal cverburden and gen erally
Stc A0 metersthick This enables usto conduct simple cpen-pit mining using trucks and
Icaders without blasting and the use of chemicals or complex waste handling.

Wewere ableto utilize, what were by-preducts of cur mining cperaticns namely: limeonite cre
and lcw-grade saprelie cre by finding custemers whe are in need of these materials.

On average, the nickel deposits in cur four cperating mines are located within three to

saven kilemeters from the applicable tidewater lcading ared, enabling edsy hauling and
transportation usino barges and landing craft transport ("LCTs" to cur customers' ships. We
cwn B LCTs and = barges.

2075 SLETAIRABILITY REPIAT

Mirira prooaaa

Sources and Availability of Raw Materials and Supplies

MAC scurcesits supplies, including diesel fuel, tires and spare parts for minin g equipment, from
reliable third party suppliers tc ensure the quality cfthese materials. Dur dieseland aviaticn fuel and
lubricants are bought frem Petron Corperation, while heawy minino equipment, suchas trucks and
excavaters, from four manufacturers, Welvo, Isuzu, Caterpillar and Kematsu, throu gh their Philippine
distributcrs. In additicn, we lease LCTs for use at cur mine sites during the shipping seascn.

A Mineral Production Shanng

g ¥ e e ;! - : ;

s Aol s S Agreement (MPSA) is an agreement
ve hrave defivered over by which the Government grants the
a6 milhon wet mettic tonnes contractor exclusive rights to conduct

H limionite mining operations within a permitted
mining area over a specific perod,
usually 25 years

L5 of December 31, 207 2, our mines had reserves of:
Estimated saproliteare - 119.6 millicn WRAT with an average grace of 1.50% nicke|

Estimater limonite ore (ineludling stockpiles) - 249, ¢ million WRAT with an average
gracle of 1.09% nickel

+Each case az estimated in accordance with the Philiopine Mineral Reporting Code [PMREC]

1
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Cur gresare sold te multiple customers, who use themto produce intermediate products, to
manufacture stainless steel and produce nickel cathodes.

Exploration and Devalopment

P& covers 3 wide area of exploration properties and an expleration program encompa ssing:
Dwur majer customers are:

Facific Metals Co. Ltd. (FAMCO):

Largest ferrenickel producerin Jagan
Euyerof high-grade and low-grade saprolite ore
underlong-term supply agreements

Sumitomo Metal Mining Co., Ltd. (ShM):

Japan-based refiner of copper, gold, nickel, and zina
Buyer of high-grade and low-grade saprelite cre

Sales
Breskdoym [ inthowsand WHT)

3 i

Brownfield exploration- censisting of work at cur existing cperaticons to extend rescurces and

teuporade rescurces to reserves and

2. Greenheld exploration which invelves explonng and delineating nickel lateritic depesits in cur

existing properties.

We own more than one hundred (100) drilling units that have been designed specifically for drlling
near surface lateritic d eposits in a guick and econemical manner. We also have an experienced
poel of geclopists and laborateories at each of curmine site o assess samples as required.

underlang-term supply agresments. Summary of cur exploration properties:

; _ Bulanjao: Location:
Chinese custo mers: « Totslamacf 3,604 .5 hectares _ Falawan |shnd
Frimary customers: DH Kingstene and Bacsteel +  Conducted step-out drilling throughout the length of the Central Bulanjzo _
Hesources deposit Owrigrship:
Buyers of low-grade saprolite and both high- and v Estracted 7.5 million WMT of saprolite ore with an sverage grade of 1855 nickel  RTHNME
low-grade limonite ore and 19.2 prollian WMT of limonite ore with an average grade of 1,017 nickel
Cre is mainly used te produce MNickel Pig lron
and Pig Iren Kepha: Location:

»  Total aresaof 6.980.75 hectares Surigao del Morte

| Coral Bay Nickel Carporation [CBNC):

Chinese Gustomers

# Saprelite DretoJdapanese &

Rights ta the property are gavemed by anoperating enteied inta in February

Buyer of low-grade limanite ore from RTNMG 2007 with Kepha Mining Explaratian U?VF'-[*‘:ME.U% : Ownershiip:
v Application for enewsl of the Explaratio ar the kepha Prapery has
Under a long-term supply agreement » Limenite Drets Chinese s e Uaf the Eiplesation Perinit e the Fephia Fropetty TMC
; : ; Custemers v Tallbw-upesplomtionwork and drilling conducted inearke 200 3
Taganito HRAL Mickel Corporation [THNC); ' W
Euyerof low-grade limenite cre from Taganite mine Limonite Drete CEMWG and THHC La Salle: B

Under aleng-term supply agreement

2013

2012

I

Total areaof 2234 hectares
Fights to the praperty are govemed by anapeiating sgreement entered into with

Surigan del Horte

Ludgoran:

Total sreas of 3.248.06 hegtares :
Rights to the property are govemed by anoperating sgreement enterad intoin
August 2007 with Ludgoron Mining Corp. [LME)

Conducted geolomical reconnaissance on the propetyin 2008

La Salle Mining Explaration Company [LEM EChin December 2006 Ownership:
~  Tound = nickel Istentic deposit on the southwestern portionof the property and TME
Mickel Ore Sales (in thousand WMT) intend ta copduct further exploration work anthis deposit
Location:

Province Surigao
del Morteand
Surigan del Sur

B FTNME v Drilled 92 holes with an aggregate length of 1.071 meters inthe identified D nership:
|ateritic zones TME
B ThC :
Boa: Lacation:
«  Covered by 3 separate MPSA Province of
CHC + 187 diill holes intended ta be drilled by third quarter of 2012, but dusta the Dinagat Island
delawed issuanceof the tenement's permit for 2itension of exploration period, !
HIEC there were still no explorstion actvities done in the ares g:&gﬁfﬁh Ip:

13
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Corporate Governance

The Company adopted its Manual on Corporate Governance (the “Manual”) on June 16, 2010 and the
amendments thereto on March 25, 2011, so as to incorporate certain mandatory provisions of the
Revised Code of Corporate Governance. The Amended Manual was submitted to the SEC on March
31, 2011.

The Company is committed to the principles of sound corporate governance and believes that itis

a necessary component of what constitutes sound strategic business investment. The Amended
Manual has institutionalized the principles of good corporate governance within the Company and
embodies the framework of rules, systems and processes that governs the performance of the BOD and
Management of their respective duties and responsibilities to the shareholders.

The Company has substantially complied with its Manual of Corporate Governance and there has been
no deviation from the same.

The Board

The BOD is primarily responsible for the governance of the Company and shall provide the policies for
the accomplishment of the corporate objectives, including the means by which to effectively monitor
Management's performance. It is the BOD's responsibility to foster the long-term success of the
Company and to sustain its competitiveness and profitability in a manner consistent with its corporate
objectives and the best interest of its stockholders. The Company's BOD is comprised of nine (9)
Directors, with two (2) being Independent Directors.

B, i : - Meetings
Position Age | Gender Nationality e
Aanuel B. 7 | Executive Director, Chairman |8 Male Filipino 6/6 (100%)
Executive Director, President
arard H. Brim: and 63 |Male Filipino 6/6 (100%)
— — Chief Executive Officer
= Executive Director, T %
G L S Bttt 73 | Male Filipino 5/6 (83%)
IsJ. L Vira Non-Executive Director 60 Male Filipino 5/6 (83%)
Non-Executive Director 70 Male Japanese 6/6 (100%)
Non-Executive Director 59 Male Japanese 5/6 (83%)
Executive Director, Senior
Vice President for Marketing [ Male Filipino 2/2 (100%)
and Strategic Planning
SFaetorai il | Independent Director 71 | Male Filipino 6/6 (100%)
] Independent Director 59 Male Filipino 6/6 (100%)

+ Elected as executive director on July 30, 2013

Board Committees

Audit & Risk Committee

The Audit and Risk Committee is responsible for
assisting the Board in its fiduciary responsibilities by
providing an independent and objective assurance to
our management and shareholders of the continuous
improvement of our risk management systems,
business operations, and the proper safeguarding
and use of our resources and assets. The Audit and
Risk Committee provides a general evaluation and
assistance in the overall improvement of our risk
management, control and governance processes.

* Assist the Board in the performance of its
oversight responsibility for the financial reporting
process, system of internal control, audit process
and monitoring of compliance with applicable
laws, rules and regulations.

*  Provide oversight over Management's activities
in managing credit, market, liquidity, operational,
legal and other risks of the Company.

+  Perform oversight functions over the Company's
internal and external auditors.

*  Review the annual internal audit plan to ensure its
conformity with the objectives of the Company.

«  Prior to the commencement of the audit, discuss
with the external auditor the nature, scope
and expenses of the audit, and ensure proper
coordination if more than one audit firmis
involved in the activity to secure proper coverage
and minimize duplication of efforts.

* Organize an internal audit department and
consider the appointment of an independent
internal auditor and the terms and conditions of
its engagement and removal.

«  Monitor and evaluate the adequacy and
effectiveness of the Company's internal control
system, including financial reporting control and
information technology security.

*  Review the reports submitted by the internal and
external auditors and financial statements.

*  Coordinate, monitor and facilitate compliance with
laws, rules and regulations.

* Evaluate and determine the non-audit work, if any,
of the external auditor, and review periodically the
non-audit fees paid to the external auditor.

» Establish and identify the reporting line of the
internal auditor to enable him to properly fulfill his
duties and responsibilities.

Committee Members

Position in Committee Director
Chairman Fredrick Y. Dy
Member Gerard H. Brimo
Member Takanori Fujimura

2013 SUSTAINABILITY REPORT

Nomination Committee

The Nomination Committee is responsible for
providing shareholders with an independent and
objective evaluation of and assurance that the
members of its Board are competent and will
foster the Company's long-term success and
secure our competitiveness.

+  Review and evaluate the qualifications
of all persons nominated to be a director
of the Company and of all nominees to
other positions in the Company requiring
appointment by the Board; and

»  Assess the effectiveness of the Board's
processes and procedures in the election or
replacement of directors.

Committee Members

Position in Committee Director

Chairman Manuel B. Zamora Jr.

Member Takeshi Kubota

Member Fulgencio S. Factoran, Jr.

Compensation Committee

The Compensation Committee is responsible
for establishment of formal and transparent
procedures for developing policy on
remuneration of Directors and officers to ensure
that their compensation is consistent with the
Company's culture, strategy and the business
environment in which it operates.

Committee Members

Position in Committee Director

Chairman Manuel B. Zamora Jr.

Member Gerard H. Brimo

Member Fredrick Y. Dy

Note - Details of NAC Corporate Governance can be found in
2013 Annual Report.

15
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managing environmental i {
operations. Mining is a temporary Iand use and
once mining operations in our sites have ended,
we plan to restore these properties to at least as
close as possible to their pre-mining condition or
to develop alternative productive land uses for the
benefit of the surrounding cor‘nmumt]es e

To manage environmental |mpads NAC's .
subsidiaries have an Environmental Protection.
and Enhancement Program (EPEP). This refers to

A

protection and reha'bllltatmn of the &
environment.

Itis the operational link between the -
environmental protection and enhancement
commitments under CDAO 2010-21,
consolidated implementing rules and;fegulat'iens
of RA No. 7942, as well as those stipulated in -
the Environmental Compliance Certificate (ECCj
under PD. 1586 and the Contractor's p[an of
mining operation.

Construction and/or maintenance Bf
environmental facilities
Solid waste management

2013 SUSTAINABILITY REPORT
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NAC is committed to following
best practices in managing the
environmental impacts of its
operations. We use progressive
rehabilitation of mine sites

to restore, if not improve, the
environment to its pre mining
condition.

Refﬁrestan@h e - -

_ ure: M B)and repre&entatlvagof - -
vernment units (LGUs), other government 2

Hazardous waste management .

Air-quality monitoring and water guality - aggnslés non-government organizations; people's

monitoring _ organizations, the church sector and the Company.
~ Preservation of downstream water quality - ke
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Rehahilitation

In line with cur commiment te maintain a sustainable envircnment
in its areas of cperaticn and abide by the Philippine Mining Act of
1885, MAC regularly conducts cnsite enwircnmental assessment to
ensure that all its subsidiares are strictly implementing pregressive
rehabilitaticn within standard set by regulatery agencies.

The process begin s with re-contouring, backfilling and leveling
the land. Afterthis, the area is covered withtop seil and cther scil
amelicraticn strategies to provide fertile ground for planting. We
follow thie "sequential planting method® whearain we fiorst plant
fast growing speciesto create vegetative coverwithin 12-1B
menths, thereafter to enable the planting of cther species. Ancther
successful methed used is by ulilizing large planting matenals
whichresulted to more than B0% survival and high growth rate.

Creating a bicdwersity area with varied species of wvegetaticn
including native fruit bearings trees will eventually be a scurce of
food for awariety of wildlife species that will aid in rehabilitating
mine affected areas by way cf successicn and regeneraticn. The
rehabilitaticn effort is managed by curexpert foresters with the
help frem indigencus pecples (IPs) from the locality, and we have
demecnstrated that a tetally mined cutarea can be significantly re
vegetated in just 12-1B menths.

The end result is a sustainably managed forest far better than the
stunted vegetaticn there before, because of the mineralized nature
cf the sail.

PhP 130.9 million

prevision allotted for mine rehabilitation

and decommissioning, as of December
2013

A5 3 means of restoringthe disturbed areas from mining cperaticns,
MAC requires each mine site to create a decommissicninogy clesure
plan. The clesure plan includ es the process in which mined-cut
areas will be rehabilitated and menitered, until the rehabilitaticn
criteria set by MGE are successfully satisfied. The program for

final rehabilitaticn and decommissicning includes secial package
whichinclude livelihood compenents for the host communities
and the affected empleyees of cur companies. The four cperating
subsidiaries have already develcped theirrespective plans for
review and approval of the MGE.

Mine Rehabilitation vs.
Reforestation: What is
the Difference?

Wine Rehabilitation
areas are ming
pits that have

besn declared as
milned out by the
operation. These
areds are backfilled
and reshaped i
preparation for tree-
planting

Reforested argas,

oh the.other hand,

are disturbied areas
fnot necessanly
mifing areas) that

are enhanced thiough
reforestatiorand
usually do not jnelude
backfilling and
reahaping.

1.33 million 1,271 hectares

Total Seedlings Planted Total Area Rehabilited / Referestated

FROM A MINE TO A FOREST

Mother Nature Gives Us The Minerals,
We Give Her Back A Forest

Mine rehabilitation is contained in the Mining Act of 1995. Its pan of a Sustainable Development. IUs part of

our Best Practice at our subsidiary, Rio Tuba Nickel Mining Corporation. The work starms by re-contouning, backhilling
and leveling the land. Then we provide 1op soil 1o deliver a fertlke ground for planting. Following the "Sequential
Planting Method, we first plant fast growing species called Pioneer Species such as Bating, Acacia mangium, Acacis
auriculiformis and others— all grown and nurtured in our nursery. Thess species provide vegetative cover within

3 years o enable the plamting of "Climax Species” like Apltong, Ipd. Narra, Aimaciga: Agaho, Kamagong and others
which nesd tree shade to grow, They faom the core of the new forest stands Native fruit-bearing trees ane also
planted to provide a source of food for wild animals that will eventually populate the forest. To ensure the survival
of all thesa trees we have a forasiry team. Composed mastly of indigenous people from the suncunding areas, the
team conducts a mamtenance program |ike watening during summer, ringweeding cultivation around seedlings,
application of compost and other related activities. The wark of the team has achieved a survival rate of 90% for the
trees.

Theend result is a sustainably managed forest far better that the stunted vegetation there before, because of the
mineraiized nature of the soil

Responsible Leadership. “‘ i '. :i:
Responsible Mining. . D |
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Our communities and
employees are integral parts
of our Company. We ensure
the protection of their welfare
and the improvement of the
quality of their lives through
our social responsibility
programs.

b
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CSR Guidelines

NAC's CSR Program is anchored on 2 central elements:

1. Community Partnership and Relationship Building
a. Establishing and maintaining positive relationships with communities by having
them as partners for community development and nation building
h. Partnership building with communities (both social and environmental) —
community as essential partners and not as mere beneficiaries
¢. Community serving as the primary protector of the company through strong
partnership and relationship

2. Leadership
a. Top management strongly supports the company's CSR initiatives
b. Social Investment —going beyond compliance and considering CSR not as an
additional cost but as an investment

Employees

As of December 31, 2013, NAC approximately has 1,484 employees. Of this number, 623 are
employed in mining operations, while 130 are engaged in various maintenance and ancillary
functions and 731 are in administrative, technical and professional roles, including senior
management.

The table below shows the distribution of our workforce (full time requiar employees only at the minesite):

Head Office
NAC CMC, HMC| TMC| RTNMC| CEXCI LCSLC | SNMRC Total

Senior Management 12 1 - 7 1 - - 16
Managers 9 1 2 3 2 2 s - 19
Supervisors 9 6 4 4 5 4 1 = 33
Rank & File 15 3 4 9 8 4 1 1 45
Tetal 45 11 10 18 16 10 2 1 113
Minesite

1,822

1,327

1,245

703
5,097

Each mine site also provides work opportunities for the communities. The table below shows
a breakdown of the workforce (full time, contractual, probationary and casual) hired from the local
communities in each area of operation:

Manpower from Local community Indigenous People (IPs)

25
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NAC complies with the government standards on the wages and labor practices in the Philippine
mining industry. Labor conditions, including wages and benefits, are governed by Collective
Bargaining Agreements (“CBA") negotiated at the mine level. Rank and file employees in each mine
site are represented by their respective labor unions. Generally, CBAs have terms of 5 years (with a
provision for wage renegotiation after 3 years).

HMC's CBA is being negotiated for the 5 year period
CBAs of RTNMC and CMC shall be negotiated for remaining 2 years
TMC's CBA has been agreed upon for final 2 years

Risks Related to the Business and Industry

Our operations are prone to terrorist attacks and other insurgent atrocities due to the location

of mine sites. NAC ensures the safety of its communities and employees by working with the
government and tapping all available resources that may help prevent, or at the very least, reduce
terror-related incidents.

Each mining operation also employs a safety team under an accredited safety officer to
promulgate safety measures and procedures and to ensure that these are followed. Training
programs are also being conducted regularly.

On October 3, 2011, around 200 armed insurgents occupied the TMC mine
site and destroyed, among others, equipment, building structures, materials
and supplies by setting them on fire. Accounting, personnel, laboratory and
administrative records were destroyed. Approximately PhP 239.5 million
worth of damages were sustained. Fortunately, no life or limb was lost. In
response to the incident, security was increased, not just in TMC, but all
our mine sites. This was done in close coordination with the Armed Forces
of the Philippines tapping the services of the Special Citizen Armed Forces
Geographical Unit Active Auxiliary Companies.

NAC expends significant financial and managerial resources to comply with a complex set of
environmental, health and safety laws, regulations, guidelines and laws drawn from a number of
different jurisdictions. Qur facilities operate under various operating and environmental permits,
licenses and approvals to satisfy these conditions. Failure to meet these conditions could result
in interruption or closure of exploration, development or mining operations or material fines or
penalties.

23
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MNAC remains focused on
sustainable growth and
achieving targets that are
set each year. This is done
through our iInvestments

in downstream processing,
and the expansion of nickel
resources and reserve base
through exploration in our
existing properties
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Services and Others

Our revenue from services and others was PhP 634.0 million in 2013. This largely consisted of
payments made to us in consideration for hauling, manpower and other ancillary services that
RTNMC and TMC provides to CBNC and THNC, respectively, and usage fees charged by TMC to
THNC for the use of its pier facility.

Financial Position

Total assets amounted to PhP 28,913.5 million for 2013. Current assets increased to PhP 14,601.0
million in the same year due mainly to the increase in cash and cash equivalents, from PhP 9,263.5
million to PhP 10,234.3 million, and available-for-sale (AFS) financial assets, from PhP 1,086.1
million to PhP 1,257.4 million.

Noncurrent assets also increased to PhP 14,312.5 million due to increase in property and equipment

from PhP 5,949.9 million to PhP 6,585.8 million, consisting mostly of acquisitions of various tractors,

dump trucks and conveyor belt.

Total current liabilities increased to PhP 1,309.0 million which was attributable mainly to increase in
trade and other payables from PhP 864.0 million to PhP 928.1 million.

Total noncurrent liabilities increased to PhP 2,392.8 million from PhP 2,321.8 million as a result

of the remeasurement of pension liability in compliance with the revised standard on employee
benefits which requires immediate recognition of all past service cost in profit or loss in the period
they occur and recognition of all actuarial gains or losses in income.

Equity - net of non-controlling interests increased to PhP 20,490.1 million as at year ended 2013
from PhP 18,876.4 million as at year ended 2012 due to net earnings in 2013.
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Stakeholder Management

Our stakeholder management process helps us to gain, maintain and
create positive and long-term relationships with all our stakeholders
to ensure the continuous development of our business. It is the basis
of engaging key stakeholders, wherein we identify their issues and
concerns and develop plans and programs to address them.

Our key stakeholders are categorized as national and local level
stakeholder. The national level covers the national government,
mainstream media and the NGOs. The local level, on the other hand,
covers key LGU officials, local media, local NGOs, employees and the
communities.,

In addressing the concerns of the National and Local Government, NAC
consistently complies with the laws and policies that they have set, in
relation to mining activities. The Company also regularly monitors these
activities and updates the national government to assure that daily
operations are carried out with much consideration to the environmental,
social and economic impact of the Company.

Non-Government Organizations (NGOs) are also considered as a key
stakeholder of NAC as they play an integral part in the promotion of
sustainable and social development of communities in NAC's areas of
operation. The Company takes every opportunity to inform NGOs about
the developments of each mine site, and partner with them in providing
support to the host communities.

Media is regularly updated about the activities of the Company. This
also acts as a means of information dissemination to the general public.
When necessary, NAC conducts one on one engagements and site visits,
so that media can get a better idea of the activities of our companies.

Our employees are major shareholders in our Company. We provide
them with the proper benefits and programs to guarantee a healthy and
safe working environment and ensure that their professional growth is
enhanced through trainings and seminars. Our rank and file employees
are also covered by their respective Collective Bargaining Agreements
(CBAs) in accordance with Philippine Labor Laws.

Each mine site of NAC has developed a Social Development Management
Plan (SDMP) for their respective communities. The SDMP has a set of
programs for each community, that aims to address issues in relation to
the education, infrastructure, livelihood, environmental and other social
concerns of residents. Through these programs we have built villages

for our Indigenous People in Rio Tuba and Taganito, with the help of
Gawad Kalinga Foundation and provided families with work and self-
sustained food through our “Food for Work" program. We have also built
and repaired bridges and roads so that communities will have easier and
faster access for their businesses.
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Rio Tuba Nickel Mining Corporation (RTNMC) was the first operational minesite of NAC, established
in 1975. It operates in Bataraza, Palawan, covering an area of 990 h.a., with 276.41 hectares of
rehabilitated area. The Environmental Compliance Certificate (ECC) of RTNMC was issued on
December 11, 1997, and received by the company on January 17, 1998. Its Mineral Production
Sharing Agreement (MPSA) was also issued in 1998, and is valid until 2023 (25 years). NAC has 60%"
ownership of RTNMC. % ™ > - s — -

RTNMC's revenue for sale of nickel ore was PhP 3,035.8 million, selling an aggregate 5,774.4
thousand WMT of nickel ore. The volume of saprolite ore sold decreased by 546.6 thousand WMT
while limonite ore increased by 53.7 thousand WMT.

N
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Environmental Respansibility

ATHMMC adheres to MAG's missicn to pretect the envirenment within its areas of cperaticn. This is dene

throu gh programs covering, mine refabilitation and reforestation, pellution control, waste management,

and by following mining laws imposed by the lecal and naticnal government.

Under the company's MPSa, it is reguired to secure an Envirenmental Gempliance Certificate (ECC),
and Envircn mental Protection and Enhancement Program (EPEP), allecating at least ten percent (10%)
of itstotal project cost for its initial envirenment related capital expenditures, but this may be adjusted
depending on the nature and scale of cperaticns and techn clogy to be employed in the Contract Area.
ATMM = is required to submit an annual EPEP every vear, whergin the company alloccates three 1o five
percent (3-5%) of s direct mining and milling cost. It is alse mandatery for ATHMMG te estakblish a Mine
Rehabkilitaticn Mund based en the financial requirements of the EPER

The EPEF of RTHMC includ es its plans on envircnmental pretection, enhancement and rehabilitation
of affected areas uptocthe eventual cessation of activities. In the Philippines, RTHME has cne of the
highest budgetany cost and expenses forits EPEP, ameng mining companies.

Amaount PhP
(in million)

Expenditure Per Environmental Programs (2013}

Tree Flanting f Reforestation Projects

Mine Rehabilitation

Silt Control Projects

Dust Emission Control Progects

Heawy Metal Contral Projects

Wastewater Treatrenty Control Froject s

Salid Waste Dizpasal Project

|EC and Manitaring

AEPEP Activities

Others

SUB-TOTAL

COTOK OLARRY

Tree Planting f Reforestation

Dust Emission Contral Projects

Others

s UB-TOTAL

TOTAL

lE{i as 'core zone! TthE aﬂeaf are requi ed 1 y
Et;tﬂtl amimamiamﬁﬁ ﬁﬂa rz:f mman dfs'uphnh il LEJLIEiEﬁ

Watar . ality aor itorir ataat

ATHMMC implementsits envircnmental pregrams throu ghthe Mine Envirenmental Pretection and
Enhancement Cffice [MEPED), which is diwided inte; Mine Rehakilitation and Reforestation Unit
(MAALD and Pollutien Gontrel Office (PCO). Both units have inttiaties focused on addressing the
impact that mining cperaticons may have on the envirenment arcund the mining areas.

Surface preparation and rehabilitation of mined-out aress.
cloning. planting of large planting materials and 2ndemic
tree species, Provision of nursens, Conversion of mine pits
into "pale-isdaan’ area. Likewise: rehabilitation of non-
rineralmed areas and national greening programs.

Emrirenmental e ]
Impacts of Mining Mitigations f |nitiatives

Siltation Desitting of ponds and monitoring of 05,
Watering haul road regularby wind breaker
Zoil Erosion Covering stockpiles with coconets. drainage systemm s

slope re-veget stion of vetier orasses.

Harardous wastes Construction of Hazwaste Extension Building

S Bl ot Difiee ] Oi ord gresse Canstruction of oil-water separators
contamination of
water bodies

Haise E-:unduct mant hhr naise level manitaring at different
stations
Alr and Water Conduct monthly air and water samplings ot ditferent
o contaminations stations

e
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MINE REHABILITATION

The MARL of ATHMMCis in charge of cenducting 3@ comprehensive and pregressiye rehabilitaticon
program,in coordin ation with the Protected Areas and Wildlife Bureau [PAWE) and Department
of Envirenment and Matural Rescurces (DEMA), within and arcund the surrounding areas of its
minestes.

In the rehabiltaticn process, ATHMEG uses the top scil, mestly coming frem in situ matenals,
recovered from clearing cperaticns. Oncethe top scil has settled, this is where tree seedlings are
planted and cukivated. To help the process, ATMMG also conducts enrichment planting, wherein
additicnal seedlings are planted to-address the disturbance of the seil.

Ewperts in the field of rehabilitatizn were also hired to strengthen the rehabilitation pregram. A clenal
labcratory (reseanch facility for cloening plants) and cthertree and plant propagation measures were
supperted by ATMMCto accelerate the rehabilitation process.

REFORESTATION
85.52 hectares of
totally mined cut

areas were completely
rehabilitated Cutside of

the mine area of BTNMC,
atotalof D37.4

heetares have been
completely reforested

Dutside of thie min ed -cut sites, ATNMC conducts
referestaticn activities in disturbed areas (dareas
indirectly affected by mining cperations). In
coomination with DEMA, the Lecal Gevernment Units
[LGUs) and Men-Government Drganizations (NGODs),
ATHMM G performed enrichment planting in nearby and
gffected mangrowe areas to enhance the protective
and preductive capacities of the ecosystem.

ATHMCalsc initiated the reforestation of seweral
patches of manoroye areas aleng FRic Tu ba River,
previcushy affected by illepal legging. Toem 2007 -
2004, arcund 2.5 hectares were reforested. Enrichment
planting was alsc condu cted along Ric Tuba River,
withrmere than 2,000 Mipa seedlings being planted to
substitute ferthe destroyed mangreye trees.

Atotal of 1.33 million
seedlings/irees were
planted.

The rehabilitaticn and reforestation efforts have
resulted in approximately 33% of formedy mined cut
areas rehabilitated/ reforested, with 4% currently
being used for cther pumpeses such astailings pend,
cre stockpiles, etc. leaving a balance of 22% still due
for referestation.

The dreas that are not rehabilitated, whichtotal 363.02 hectares, are currently used for

CBMC tailings dam and pend (Mol &2)  1B5.6T hectares
HPalL plant 2240 hectares
Dre stockpiles B1.47 hectares
Heoad network 2246 hectares
Selar dryino areas 1B.&1 hectares
Ash pit B.1B hectares
sanitary landfill 4 60 hectares
Unrehabilitated/ rocky perticn 3460 hectares
Unichamp plant 2 hectares

AN SLITACNBILITY HERDRT

R=kahbilitata: ar=a

A Mma Heﬁahll llﬁtlﬁl-"[ and/ar Decommissioning Plan {M HﬂF}'mﬁﬂrﬁg
w5 held: wﬂh Elakﬁ‘r' | the affected area to discuss.
: ' will be rehabllitate, qeg.tff;ns and’

. ' {incrafting the EPEP-of BTNME, which was.
bt E.l:frtﬂ ihe ﬁEﬂﬂ- Reyional Office and EME for review aﬁ&aﬁpm*ml

The rehabilitaticn and reforestaticn efforts of ATHME alse invelves the pretection of bicdiversity in
and arcund the mine-sites. Protected areas and policies were established by RTHMMC to preserve the
habitat of wildlife in-areas near the ATHNMC mines.

Cne such ared is the Ursula Island Game Aefuge and Bird Sanctuary, whichis pretected and
managed by managed by PAME teget her withk RTHMG and DEMA, Pretected Area and Management
EBoard of Ursula, LGLUs of Bataraza and Ric Tuba, and CERMG, The company provides suppert by
managingthe plants and animals inhabiting the area throcugh regular menitcring activties that
ensure the island is in geod conditicn and te prevent any human activties from affectingthe island.

lNcrested areas that are still untapped by mining cperaticns are alsc pretected actively by ATHMC.
[ruit bearing trees were planted arcund the periphery of mine pits to benefit wildlife species. These
bufferzocnes were setupin strategic placestc providetemperary shelters or habitat forthe existing
wildlife species in the area.

T safeguard wildlife within the mining claims, ATMMG created a pelicy te prohibit hunting.

Private company securnty guard s were dispatched arcund the periphery of mining claims to keep
the area safe from intruders whe are hunting end emic,threatened crend angered species. The
company provides monthly Infermation, Education and Cemmunication (IEC) materials that includ e
infermaticn and alist of threatenedfendangered species.

==
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Cther measures were created by ATMMC o manage and mitigate any impacts on the envircnment, POLLUTION CONTROL
caused by the cperaticns of the company:

ATMKC created the Pollution Contral Office (PCO) te keep track of the operations of the company and
_.'._;1.,;.=-,;~:ﬁ Emvironmental Management Measuires en s re that it hﬂsllittletc- nc effect on ’[h.E surrqunding En.u'!rc:-nment.Thilsin.*.fc:-l*.fes the I:!E".n'E|IZ.'-pIT'|!EI'It
1 — | and implementaticn of pregrams that will meniter and mitigate dust emissicns and neise pelluticn,
Minirnizat on of extensive ground waorks s2il erosion, water guality management, land disturbance and waste matenals.

Utihization of topsail to rehabilitste open and burdensd areos

T T e e Y e e T S In managing dust emissicns from cperaticns, ATHMMC conducts the following activities:

U=se of engineering structures and vegetative means to stabilize slopes of - Water spraying on haul road s »  Siltscraping

stockpiles =  Concreting of main haul roads « Installation of chutes

Revegetation of disturbed areas - Providing water sprinkler systems « Installation of wind breakers
Installation of sedirment traps = Installaticn of tire wash = Installaticn of dust cellector bowes

Street sweeping

Installstion of erosion plots
Close montoring of ground warks only to the s pecfied locations
Froper installstion of water drainage structure

Froper scheduling of hauling actritiesto minimize soil compaction on
unpaved roads

L 1 Maintenance of vegetation cover inthe designoted buffer zones and in the
periphenes of roads and mine pits
1

Eehsbiltstion af mined-aut areas

7
- Praper fuel and lube material handling and mairtenance of vehizles and he sy
] equipment

| Gensration of salid
| waste

Implernentstion of Solid Waste Mansgement Frogram

Froper design ard construction of roads and drainage channels

Increase in surfsee Fegular manitoring of drainage facilities especislly during rainy season
,EI'{I"FET and flash Regular desitting of silt ponds
oo Maintenance and operstion of drainage canale and sediment canteol
structures

Imventony of flora and fauna species
Fehsbiltstion of mined-out areas

oesaf flora snd fauns —_— Straat aveaapira Watarapayicdor haol raaza
heshatirtan ity Conductof rehabilitation programs
Fetaining a protection forest and establishment of bufter zone A speed limit was alse created and is strictly being implemented within the mining areas and hauling
lwildife species _ e ile, 4 p reddsto reduce dust emissions, as well s neise pelluticn. Reducing neise polluticn decreases
| dizpl ace me nt Maintenance of vegetation in the penpheriesof the mining areas disturbances to the wildlife and pecple working in the area.
SIEREE | ; . e :
cantration of sir Froper maintenance of motor vehicles and hemny equipment Dther concerns ofthe PCD are scil ercsicn and silkaticn. Te control this, FTHMG conducts slope

stabilizaticn activities, which include: engineered slope, preperdrainage, boulder toe dressing and
slope revegetation. Siltation is alse managed using silt cellecter sumps placed strategically arcund
the mine areas.

Feqular water sprinkling slongesposed sress especialbe duning dny seasons

Limiting the speed of vehicles
Caovering houlage trucks with tarpsulinar canmss

54 =5
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WASTE MAHAGEMENT Hazardous Waste Management

Solid Waste Management Plan Pollutants, like hazardou s wastes, are alse properly handled by PCO. These materials are treated,

transported and stored cauticusiy through accredited treatment specialists.
ATRMG strictly implements a proper solid waste management program in ts minesites. Mine wastes, sludge

and cther sclid wastes are properly stockpiled and dispesed in permanent areas that are away from any This chemical is called Pelychlornated Biphenyls [GAS Mo, 1336-36-3). The guantity stock
water systems. Bicdegradables and residuals are dispesed threughlandfilling while recyclables such as inventory of waste PGB consisted of five (5) drums last year, PCE, aleng with cther hazam cus
wood, steel, paper, plastic, etc. are recovered thnough the haterials Recovery Tacility wistes are stored onsite. Dther hazard cus wastes are segregated according tothe fellowing:
olal amount o waste Jeneraled: A m - Used gil filters (salid)
»  Used batteries [solid)
Tep seil and mined material below cut-off grade are censidered waste and are dispesed in designated - Busted flusrescent lamps (selid)

areas. Previcus waste dump areas are converted intc drying areas for nickel ore from stockpiles.
In accerdance with Section 5-2 of DAD 2004-36, ATMMG requires vessels, containers, and tanks

Waste dumping is minimal since most materials mined and mewved are either stockpiled as low grade containing hazardou s wastes to be properly marked and labeled with the hazam cus waste
are of hauled te d rying areas for eventual shipment. This has allowed the company to rehabiltate and class, sub-category, hazardous waste symbel, and container masimum capacity. The cempa ny
reforest previcus waste dump areas. segregates and stores the hazardous wastes on-site accerding to type, while recording of the

hazardous waste usage is dene by the units generating them. The recerd ed information is collated
by the Polluticn Gontrol Cfficer (PGOY, for consclidation into the Self Monitering Report [SWR).
Totranspert and store hazardeous wastes ATHMEC engages the services of DEMA-3ccred ted
hazardous waste transportersand treaters.

Cilis anctherwaste matenal generated from cperaticns of the company. It is separated from
water using an cil-water separaterinstalled within meterpec! areas in the mine-site. This prevents
zil spillages frem contaminating greundwater and nearby water bedies. Spill centainers are

putin place during equipment maintenance and repairds a primary measurete aveid spillages
when transferring oil to drainage canals. Used cil and il filters are stered in @ BmxBm hazwaste
building (extensicn). A& contingency plan, in case of an oil spill was also developed by ATMME. The
cempany storesthe fellowing marnne pellution centrel equipment and supplies, in preparaticon for
such an event:

100t leng « 18" diameter il Containment BEocom

1501 leng 36" width Coco net

. Bdrums Dil Dispersant

. 2 sacks Saw Dust Sorbent materials

. 3 units Pump Beat equipped with handheld radics

4 units Handheld Radics

1l unit Sprayer 16L capacity as Dil Dispersant Eguipment

Existing Bund Walls at Pier Depect can held mere than 2000 barrels of fuel

Qg Thim o 0o o

Total volume of used oil treated =112,000 L
Total weight of used ol filters treated = 11,481 kg

Jarbazs compastor 2ollotirgwaats matariala

1] =X
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WATER QUALITY DEGRADATION MEASURES

Watershed Management Plan

The bodies of water directly affected by discharges of water and runoffs are the Rio Tuba and Ocayan
Rivers, which drain to the nearby Coral Bay. Rio Tuba River gets discharges from 5 different siltation
ponds including Tagpisa Siltation Pond. The maximum depth of the Rio Tuba River estuary is 20 m from
about 3 km from the coastal side. Water impounded in the silt collector facilities are recycled for road
watering around the mine site. Regular water quality monitoring is conducted to determine the quality
of water being discharged outside the mine complex.

There are 12 sub-watersheds covered by the mining claim. The largest watershed is Ocayan River
having a total area of 2,000 hectares with a stream flow discharge of 0.34 m?/sec. The watershed's
peak storm flow estimates for different return periods indicate a flow of 51.1,62.9,69.4, 77.6 and 88.6
m?/sec for 5,10, 15, 20, 25 and 50 years, respectively. On the other side, the smallest watershed is
Sumbiling Tributary 1 with an area of 133.35 hectares and a stream flow discharge of 0.06 m?/sec.

0 - Rece ] ater oo

Daily Average Total Discharge
Lower Kinurong Siltation Pond 1,271 463,824 i .
e Rio Tuba River
Lower Togpon Siltation Pond 2,921 1,066,256
TOTAL 4,192 1,530,080

Coral Bay covers an area of 7,000 hectares and a coastline of 5 km. southeast of Bataraza. It is
situated biophysically within the Bgys. of Rio Tuba and Ocayan and bounded by the Rio Tuba and
Ocayan Rivers. The biodiversity value in the area are presumed to be high due to the lush mangroves
along the banks. Currently, plans are under way to make the bay a marine protected area.

Biodiversity/Aesthetic

Identity Size / Area Covered (ha) Protected Status Value
Rio Tuba River Undetermined None High
Ocayan River 2,000 None High
Coral Bay 7,000 None High

2013 SUSTAINABILITY REPORT

MATERIALS STEWARDSHIP

According to the International Council on Mining and Metals (ICMM), materials stewardship is
defined as

“the responsible provision of materials and supervision of material flows
towards the creation of maximum societal value and minimum impact on man
and the environment”.

RTNMC created a materials stewardship group and program to ensure the optimal and appropriate
extraction and use of minerals and metals using a proper framework and strategy. To handle this,
the company pooled together experts of the group, including the environmental/ rehabilitation
department, occupational and safety unit, community, health, marketing, procurement and supply
manager, among others.

The mine engineering and operation team contribute to materials stewardship through their works
on exploration, surveys and hauling/handling. Assay handles laboratory tests for the proper ore
classifications. This enhances the understanding of the human health and environmental risks that
can arise from mining / nickel ore operations.

Generally, the Materials Stewardship work program acts as a form of risk management providing
comprehensive information across the supply chain to help companies reduce harmful
environmental and social footprints and improve operational decision-making. This material
stewardship applied by RTNMC strictly conforms to the existing laws governed by the Philippine
government.

Below is a table reflecting the company’s initiative in dealing with Material Stewardship throughout its
life cycle.

Program of Actions Progress
1. Survey / Exploration BETY
2. Operation — Quarrying/Mining, Hauling, Retrieving, Beneficiation, Dail
Crushing y
3. Ore Feed Daily
4. Ore Classifications / Air and Water Quality Tests Daily / Monthly
5. Mine Rehabilitation / Reforestation (Mined-out Areas) On-going
6. Environmental Protection / Pollution Control / Waste Disposal -
M On-Going
anagement
7. Occupational Safety and Health Hazards Daily
8. Waste Disposal (Used 0il and Qil Filters / Used Battery / Busted Monthly/ Quarterly/
Fluorescent Lamps and PCBs) Annual
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. o Turnover Rate
Sacial Respansibility

ATHMMC puts muchvalue intethe communities it werks in and the pecple it works with. Programs have A oo ASERRY . e |
been created to ensure the develepment in the [k elihecd of these stakehelders, and that the grewth I Ex 2 £ : g A e L !
between HTHMC and its communities is mutoal. 1B-2% 0 0 ] 0 0
25-40 4 4 o 3 1
Employees 40-60 g g 0 3 3
ATHM G cemmits o ensuring that all its perscnnel are werking in a healkhy and safe envircnment. B 1 ] o ] o
Yarious programs are created addressing concerns underthese areas, as well 3s toenable personal = s el . i g
dE"J’ElDFlI'I"IEI'It thmughtrﬂinings ﬂl'llj bEﬂEﬁtE. PLaREr fS e 1 nslvaive o ERPNIEET ¥ FERrES IR 1-5.
As of 2073, ATHNME has a total of 1,822 employees, including mine service contra ot workers. This is CBA and Benefits
breken down inte the follcwing: A Zolective Bamgaining Agreement (CEA) was entered between RTRMG and the Ric Tuba Nickel

Workers Linicn cevering 1,527 employees. Lnder the GEA, empleyees are given the follcwing rights,

JOB CLASS HUMBER of EMPLOYEES BHENUGIICE : ey ok :
Senior Staff e . =21 — 35 = The company Wil coopearate i the conntny uu:-g'ﬂmecnl_ﬂz_ to Erjmj_na te dccidents and health hazands
- —_— = Emplovees shall iwot Be required (o work Uider corditions, which are unsarfe or wrheathy Devorrd
Junior Staft —]_'| s Aooounta for the rormal kazards Dxlerasnt Iy e operations
[oreman iy ’-@EPFEEQS."EF_”;'E-' A serious accidents will be joirtly vvestigated by the Chalmaly of tive Ui Safety
S uperyisar 6D :fphﬁ;‘:";ﬁ“'” Comimittes and twe [2) emplovees acquaiited with the condition of the place of accident, the
Technizal SAafety Elrgineer and the SRt Moreman of the st I wiich the accidant occurred and e
Confidential Technicalj Clercal Department Head. The recommendation and indings of the joint committee sRall be presaned
Clerical 17 wWrithyg to the Residenrt Mive Marager
. The Unier Safety Committes represented by 2 members, together with tve mbve's safety englyeer
Rank &1 le shalt make monthiy irspections of the mine
Casual’Seasonal/Cantractual = RATHMC will spoirsor v-planrt samians o Labor Laws, Oecrees Rukes and Regulatons, Educatonal and
Sub-Total Hiz JoErnchment Progucovity Progran, 355 PHILHEALTH, PAG-1BIT aind D ede the DOLE's caferdar of
Mine B=piice Contract Warke s 1.0 0 sSemiiars and to Rold meatings for the dissemiiratoi of rew oves upony regquest of the wirios.
CRAND TOTAL T el The compary alfows at feaste 3 Lirior officers o official Busivess to attend [abor seminrars and

corvartoes and otiver [Ahor refated activite s outside te minesite 4s Divionr representations is requied
The company will sponsor oL annchmenrt traisiigs o emplovees’ out of scihrooly vremploved
deEperderts once 4 vear, through the assistance of TESDA

A complalits mechariEm will Be provided By the company for the RTHMC Workers Uiionry

+ Total Rumber of empkeyeen dnal vaive of regelar probsbiona!y, c5a0sE) and contraatual enployesn,

Employvess are given benefits under the CBA which areway and above the standards provided by the
LaberCode, as amended, and cther allied laws,; to name a few are:

Avg daily wage of tank & fileemployvess - Php 53714 compared to kocal minmom wage for National Gapital
Fegion [Fhp451)

Might shitt differentials calculated ot 18%

Overtimes: holiday pays are sbow the local requirement

Iree Medicsl Hospitalzstion and Dental Services atcompany-wn FTHI Hospitsl

Shanng of medical efermals costs for emplyees and their l=gitim ste dependent s

Annual Physical Examination of &l employess

Eenaral - Executive Check-up everny thres vears for all employvees 50ed 45 and showe

Meetransportstion going to and froowaork:

[ree housing with free water and electnizity and 2447 security.

Hausing Alowancetor those who have no assigned housing unit ar have opted to stayvautsidethe housing

For azoromiz ampaeamniact of tha [Pa itia campary polize to kit 2mploeaaa fron tha lzal 1P 2aman itiza withic tha mirica 5
impaztaraaa for tha mirira rahabilitatior projazta. Tha conipary 323aaorally mairtaira 50180 P amplovaas ic whizh ca.ally Tacilty of the Campany:

0 A an Bmaka. Ires geeof recrestional facilities
Severance and ODeath Berefis

gl
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Heal th and Safety

As 3 responsible mining company, ATNME ensures the health and safety of its workers by imposing
strict safety programis and measures in #s mine sites. Employees are alse provided with the proper

mining and safety equipment {o avoid accidents and loss of man -hours
Standaro materials provided to miners are as follows:

Skull guard = High visibility vest
*  Plastic goggles =  Bainboots
- Dust/ gas reapirator/ mask - Raincoat
« hir muff Safety shoes
*  Hand gloves

RTHEZ 2mplovaan

HTHNMLE also established a Central Safety and Health Committes to

handle issues relatingte eccupatienal health and safety programs of the

operaticn and mine site. The committee is composed of;

*  Hesident Mine Manager Chairman

«  Safety Engineer  Presiding Officer

« Membars Division/Group/Department/Section head 5
Union representatives, Contractors representatives vendor
representatives, Company physician, and Safety |nspector/Dfficer
a5 seeretariat,

This committee represents TB% of the total work force of the company
including the Eamaining Lnit. Atctal of 15 safety officers are appointed
in the commitiee. This consisls of all permanenti, repufar ran k-and-file
employees of workerns eamploved by RTNMC in its mining operations,
and eucludin g probat ionary, iempaorary, casuals, contraclioal, seasonal,
employment for afixed period. managerial employees, superysory
empboy2es, confidential/ canfidential technical / security employees,
emplayees halding confidential and technical positions and safety
inspectors.

The safety officers conduct walkthrough inspecticns arcund the
minesite to ensure that safety code is practiced by all the employees
inthe site. Theteam alse conducts daily toclbox meetings as well as
monthly safety meatings te regularly menitor the issues and concerns
of the employaes on safely measures,

As a result of RTHNKC
satety policies, the
company was able

to achieve total
combined man-hours
af 7,040597 in 2013
This also resulted ina
regisléred frequency
rate of 0.14 and
severty rate of 1. 98
far one lost time
accoent wih 14 days
iost 1he recorded
rates wee calculated
nased on DENK
standaids

-+
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In the area of health,the company provides employees with education, training, counseling, prevention
and risk-control programs to assist workers, their families and community members on con cemns
related to sericus diseases. The lable below shows a summarny of the assistance provided -
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Emergency Response

ATHNMC created an emergency response and preparedness program, approyed by the DENR- Mines
and Gecsciences Bureau (MGE), tc ensure that an effective and efficient respense system has been
sel for emergency sfuations. Drills are pericdically condu cted to test the Jevel of preparedness of
the employees and to assess ifthere are any revisions that can be done to improve the emenyen cy
response process.

Each majer Depariment has an ememgency response team (EAT) whose members are traned in basic
firefighting and medical rescue They are assigned to bethe first respondertc emergencies within
their d spartment's jurisdiction, as well as operational areas Including surrcun ding communties A fire
truck and ambufance (under the A hospital), both owned By the company, are always on standby Tor
any emergencies.

SOCIAL DEVELOPMENT MANAGEMENT PLAN

I o e with o, AT NMIE s a By el Devetopment gl Manamement Plan (SEMED Ll
Proyides welfare sepdces inthe areas of sdbaation health and santatton, infrestructine ami hn I! famm)
fars[eets The SLMP was fomred thed il i mreeron i ey of agresment vt BTHME Beral Bgy Mizhel
Dostparation ICENGY and the 70 sarreund i o barongars U1 Le ngresmient. SRS will shiplisn 20

w fle FTNAAG avlit showlder 142 af 12 budgel fee SO0ME AL sl 7 5% of STNMECS oress cost (g g1fathog
ba the implemantation ar SDMF sericen,

Lne of the most successful services under the SDMP is he scholarship program which has

allewed 351 students pursue their scad emic goals. Infrastru cure repair and improvement Is also
ancther focus area, wherein the company has improved the travel time for residents going from one
community to anciher Liveinood programs wem lkewine given emphasis to capacitate communily
members with the appropriate tools and skills to create help their own micro-enterprises

ATNMGC's SDMP alsc includes programs for Ind igen ous Pecple (IP), A total of 27 tribes reside amund
the mine area in which 11 are from the impoc commun iy, In September 2010, the company turmed

aver PhP 30 millian to the Indigenous Peoples Development Dffice-Bataraza, Ine, (IPDO-BN) to
Implement varicus secial projects exclusive to IPs only. This office is registered with Securities and
Exchanpge Commission and is run by ite Beard of Trustees composed of tribal chieftains from the
ndigencus Cultural Cemmunities,
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CORPORATE SOCIAL RESPONSIBILITY

C5A programs of HTNMC are implemented directly by the ATN Moundation. inc. (ATNCIL a non-
stock and non-profil institution duly registered with the Securities and Exchange Commizsion. The
Moundation is in charpe of the operations for the following

=  Secondary Level Hospital

- Leonides 5 Virata Memonal School (LSVMS)

« 2B indigenous Learning System (ILS)

»  bGawad Kalinga (GK) Housing Program

The ATHIM Hoapital provides regular employees with heafth and dental services, including pre-
employment and annual medical examinations. Dependents of employees, including Indigenous
Pecpie (IPs) are also covered by the medical and dental benefts llinesses are diagnosed and treated
in a hospital operated by the Moundation, and financed by ATNMC

BLceria o Leoriima 5. Vierm basvadaal S=hool

RTN Foundation continues to oo TE.H..H[J-' th Gawad Kalinga {GK) to build
houses and implement soNl programs Tor communities (including ind :.—:':‘:h.-h
rdes) in e areas o1 operation T"-F" 3 o1 WTNH 15 to build 1,000 houses within
10 years, in the identfied impact areas of h”&-’u ﬁ-! present a total of 214 units
1ave been built and tumed-over 10 resident -recipient s in nine exsting GK sites

The soft programs of ATN Moundation and GK are composed of child and youth development
undertakings that target o fferent age groups

PROGRAM AGE uH‘"l P

SIBOL [Pre-School Program)
SAGIP [Tutonal actmities far elementary pupils)
5164 Workshops - ats, dancing singing for aut of school and high schoal youth)

ATH Meundation alse focuses on infrastructure for s CSA activities. Support is given to cemmunities
through infrastructu e projects, such asthe constructien and maintenance of more than 51 kilemeterg
of fami-te-market and ether ancillary reads within the mining cemmunity and neighbering barangays,
These Include the fellowing:

WNatienal Highway to Dcayom Elem, Schoeal 3.5 km
Tagdalungoen Meeder Road 1.5 km

Macadam Road 7.0 km

Macadam Kinurong Road 1.8 km

Taratac Meeder Agad 108 km

Gotok-Luxvimin Acad 25km

ipang-igang Meeder Road 3.5 km

National Highway te Culandanum 2 5 km

RTHFI Hoapital

In terms of education-based programa. ATN Mound ation provided quality l2arning tools for the Leonides
5. Virata (L 5¥) Memanal School, 2 school catering to student dependents of ATNMG employees, and
from other barangays. In 2012-2013, LSV Memarial School served a total of 1,316 stud ents in which
G526 students are employed dependent and 433 are from the local community. The school employs 66
staff members made up of Bcensed (eachers and oiher administrative parsonnel

An indigenous Learmning System (LS, recognized by the DepEd was also ntroduced by ATNME, 3= an - - : e LT
altemative literacy program designed for indigenous people (IPs). Its manpower of 29 teachers, are m'rm“' | m!:;"' HT:"‘ tém Wf:wm mh‘-"’"‘::mmt"!’"
mostly education course graduates wha are assigned in diferent IP areas. These teachers are also P 1o ic e e mm of -T . m;#hﬂﬂtmhﬂﬂ by ot v
given graduate study opportunities to enhance their teaching strategy Learning materials and supplies EaRiel ICCEAT 10 ice thecuph the comutruction of an iCe plant. mn By ATNME, which 3els (0 preduttn
are provided to the students, for free As of December 2013, 28 ILS centers were introduced by BTNME 12 fisfrermman 3t regacnable pocas. This has Bemn &f great hafp o fisher folis wha neeo 15 trancpan
theli harvas! Tmm ane bowi 1o anatnes Dangry of fahponds were aisc sasicied oy HTNMG & Ine

P~ b P —

sonsruction of culwertu for the mtice ang oulfiow & brackish water FTN Toundation also nat a
By an-Anihan o gra whenein 310 my plot s plantad with S sommo niy-giowm =getshlax. This i
le entourspe famileEs o hove iar own piode w0 That food secunty 15 sssured
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In 1987, Taganito Mining Coporafion [TAMC) became
operationalin Taganio, Surigao del MHorte thinough
MNAL'S acquisiticn of the property from HMC, and,
by 1989 TMC had already mad e its first commercial

shipment. The Taganitc minesite cgvers 4862 h 3. of
lar o, with 1,157 42 hectar=s :hgtm-‘li&d and 3,705.29
hectares undisturbed. MNAL has 65% awnership of the
company. [ts Mineral Prod uction Smnngﬁgmﬂmn’:
(MPSA) will expire by 2034 :

TMChas ere sales revenue of PRP 33001 millien,

with 3,859,150 WhMT df'ﬂln::kel ore seld. Meanwhile,
E E.'-htE ore sold to custemers decreased to
1,4;&553 WMT, while lifricnite ore sold increased o
LA E‘EEEWMT

i'\l
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Enviranmental Respansibility L

TME ensures the prolecticn of the environment surrcunding As area of operation s through Yarious
programs that focus on rehabilitating’ reforesting mined-oul areas, lessening the mpact on
bicdiversity, controlling the polluticn from cperations. management of solid wasie, and management of
walersheds

These envirenmental initiatives are caried cut in line with the Envirenmental Protecticn and
Enhancement Program (EPEF) of TMG. Annually, the cempany sets a bud pet 7or the EFEPs and
identifies key areas that programs will focus on, in consultation with the cemmunities. Such key areas,
forexample, are the quality of land, air and water in and arcund the mine sites. To mitigate the impact
on these aspects of the envirenment, TMC conducts the following activities:

Remaovaliestnetion of soll during | During dre months, dust e
the mini siotion will result in | emissions are man deownstrenm from the mine pit

the degr of land surfnce. | watertck bries plm-:[h cousing sitation However. siltation
Hawever, mitigating measures. | spray the active haulage fonds. | ponds were stiategically canstricted

During rain, run-of water will flow

such as iforestotion and to lihw solids to settle before
rehabilitstion ore being aid to ieleasing the water to the river and
mitigate the impact on mined-out I'I'r!_ﬂiﬂ'l:ﬂlhwilh DENR standard
aras, which is 30 mg/L (2 per DAD-35).
MINE REHABILITATION

Mined ocut areas of TMC are rehabilt ated through a process imvolving reshapin g, backfilling
stabilizaticn and tree pianting. Through these effors, the company was able tc rehabiltate a tofal of

OB BB hectares of declared mined out areas in 2013, using 103,386 seedlings of native species and fast-
growing species, Creeping grasses such as humidicela and vetiver prosses were alsc intred uced to
improve seil ferility,

One of the mined cut pits, covering an area of 1.26 hectares was converted to a Gulayan and Prutasan
(fruits and vegetable fam) where vanous kinds of forest trees, fruit trees and vegetables were planted.
Cruits and vegetables such as squash, ckra, eggplant, tomate, string beans, cem, etc ara regularly
harvested from the fam and distibuted to employvees. This is tangible proof that it is pessible te bring
back the soll fartiity of mined cut areas to generate economic value,

In support of esearch on rehabilitation, TMC allocated one hectare of land te the Department of
Envirenment and Natural Resources Ecosystems Research and Development Service (DENR-ERDS)
and researchers from the University of the Philippines Los Banes. Their study. called “Landscape
runctional Analysis (LMCA) for Mine Reha bilitation®, tiies to discover betfler ways of using land Tor
reforestation actrvities

Total of 98 88 hectares
rehabilitated land, with
over 103,386 seedlings
planted by 2013

THMC alletted PhIP 199 tmillion
for operatianal expendiiures and

PhP 61 million tor gapial
S L, Livder The EPER

201 E ELATANANTLITY RERIHT
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REFORESTATION

Outside of mined out sites, TMC cenducts reforesting and enrichment plantin g acdivities to help
enrich the ecosystem, even cutside its areas of operation To date, TeE.2T hectares of land has been
refarested by TMC within its MPSA area, with over 1,028,523 seedlings planted, while cutside of its
claim area, 1 7843 hectames have benefited from 18AT1 seedlings planted thru seedling donaticns, o5
part of the company's commitment to Lhe Nation al Greeninp Pregram. Mearby coastal areas are alse
reforested by TMC by planting mangreve seedlings, Lost year, the company planted B.214 mangrove
propagules aleng 2.12 hectares of land.

Te supplement the reforestation pregrams of TMC, enrichment planting is alsz implemented,

using fast growing plants,to helpthetree seedings propagate faster. A total of 193,658 mangium,
aunculifermis, mangkene and lahilahi seedlings were planted aleno a total area of 156.86 hectares
stretching within the Punta Maga and Gagdianac ridge slepes. Humedecela grass and cocoenet are
used by the company to support the etabilization of slopes In open dreas and bare lands to stop seil
erosion, These areas are maintained by TMG threugh Brushing and fertilizer application. So far, 90
hectares of land has been maintained by the company,

51,969 mangrove propagules have heen planted by TMC along
23 81 hectares of land, 1o dale
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Part of the rehabilitation and reforestation program of TMC is the protection of the biodiversity in the POLLUTION CONTROL
environment around its mine sites. TMC monitors the propagation and levels of extinction risk of plants
and trees around its areas of operation, to create policies and programs that can help protect specific Day-to-day operations of the company yield some amount of emission, disturbance and waste
species from any man-made threats. The plant species identified by the company are as follows: materials. To address this, TMC implements programs that monitor and reduce the effects of mine
activities on the environment. In handling dust emissions, TMC conducts water spraying on roads
Batino (Alstonia macrophyila) around the mine sites, everyday, in a 2 shift schedule. Water lorries are used to spray the active mine
B AP T [l Dita (Alstonia scholaris) roads, pier yard roads, campsite, causeway and the national highway.
@) S-allngog?n (Cratoxy!‘um formosum) Impact on the environment is also minimized by monitoring the energy consumption and GHG
Brackenridgea palustris emissions of mining activities. The table below shows a summary of the emissions and consumption
Tanglin (Adenanthera intermedia) the company had for 2013:
Narra (Pterocarpus indicus forma indicus)
Vulnerable (4) Antipolo (Artocarpus blanco) Category Material Consumption Unit Source
Mangkono (Xanthostemon verdugonianus) Energy Electricity (generated) 863,904 | KWH Gen Sets
Energy Electricity (purchased) 40,260 | KWH SURNECO
Our exploration operations have minimal impact on the environment. Included in our exploration Energy Diesel 429,343 | Li Third Party Supplier
f’:]CtIVItIES e e.nV|ronmentaI ritigata work programs_ which includes the establishment of a a4 *Increase in GHG emission levels from 2012 was due to the construction of a belt conveyor, as well as the improvement of haulage roads,
in the exploration area. For the year 2013, the exploration team was able to gather almost 2,000 Wk apdather i e

wildings which will be planted in various areas affected by drilling and test pitting activities.

- WASTE MANAGEMENT

Solid Waste Management Plan

TMC manages its solid waste through a sanitary landfill and a Material Recovery Facility (MRF). Last
year, 1,498 m?® of solid waste was disposed in the sanitary landfill, while 19,182 kg. of recyclable/
scrap metal items were recovered from the MRE. The saleable materials yielded an amount of PhP
189,907.55 in sales value.

Hazardous Waste Management Plan

There are four types of hazardous waste generated from TMC's operations: used oil, used batteries,
used motor oil filters and chemical acid waste from its assay laboratory. A covered storage facility

is constructed at the mine site where used oil and oil filter contained in metal drums, and wet cell
batteries are temporarily stored. These are then sold to buyers accredited by the Environment
Management Bureau (EMB) for proper disposal. Beside the Storage Facility is a two chamber oil-water
separator where contaminated oll is placed to separate contaminants from the oil, prior to storage in
metal drums.

The assay laboratory analyzes the sample of nickel ore as per the required specification uses
chemicals like HCI, H,SO,, HNO, and HCLO,, HF and H,PO, during ore digestion prior to analysis. All the
waste solutions are first diluted then discharged into a sink which drains into an enclosed storage pit
at the chemical waste storage area. The storage pitis lined with limestone at the bottom, to neutralize
the acid solution before it is discharged to the foreshore settling pond.

50 51
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WATER QUALITY DECGRADATION MEASURES
Watershed Management Plan

Ancther main envircnmental cencern of TMC isthe maintenance of gecd waterguality and siltaticn. Te
aodress this, TMC devised adrainage systemtc collect and separate clear waters from disturbed areas.
The clean wateris discharged intc Taganite River, while silt-laden mneffis discharged in settling pends.
Dnce suspended particles settlein the pond, the clean wateris discharged inte the envircnment.

locreourpurpese, TMC meonitors the rate of waterintake at the settling pond s and the quality at the
discharge points. Parameters closely menitered arethe Total Suspended Selids(TSS) and pH levels.
Samples are regularly gathered at discharge peints for quality testing. Alsc Being menitered is Gret
concentration to establish benchmarking data as agreed with EME.

TWC adepted the Taganitc Riverin colaboration with EMEB-Region 13 and the Lacal Gevernment Linit
[LGLY. The &.1 Km dver is the main stream affected by the cperaticn of ThC. A siltaticn pond was
strategically built to arest run-cff fremthe mine pits. Depesited sediment materials from u pstream
sources are perodically dredged using backhoes and a water master dredging machine.

In remocying accumulated silt; TRMC uses mechanical desilting in the river through 3 track excavatcr
[Backhoe). Bouldering of the river is alsc being dene centinucusly to strengthen the embankment

and incredse its height to pretect nearby communities frem flecds. and waves Mew envircnmental
structures were alsc constructed to improve thie guality of the water coming from run-off of TME's
MPSA ared. The drainage system was designed toisclate silted un-off from natural water so that water
discharged intc the Taganitc River is clean.

Tatal Silt Valume Collected
Mechanized 353,365 85 WHMT (Settling ponds)
Manual 12423 64 WT [Settling ponds)
Catch Drainage 138,971.77 WHMT (Drainage System)

fean tie
EUPPRRGSTEDN,
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Social Responsibility

TWG implements different projects to help d evelop the health, Ivelihcod and address social issues
facing the communities it cperates in, as pan of ts comporate responsibility.

Employees

THZ amplowaas

ThMC's employees dare the core of its business. The company ensures that each perscnnel has access
iz a healthy and safe werking envirenment 1o maintain efficient werk practices.

A of 2073, TMEC has atotal of 1,327 employees at mine site, including mine service contracters. This
is broken deown intothe following:

FULL TIME | PROBATIONARY EhEﬁEE”T‘I‘h é

SR, MAMAGEMENT : 3 . 3 3
MIDDLE MANAGEMENT 7 3 : -
STAFF 15 : : 15
SUPERVISOR and TEGHNIGAL 114 4 . 118
RANK & FILE 218 T z T
SEASOMAL WORKER
MARKETING d i 3 54 834

GRAND TOTAL 358 15 954 1,327

Turnower rate:

Age Group Male | Female TATAL
1B - 25 13 13
26 - 40 31 2 33
41 - &0 i Lo, 15
TOTAL o8 2 B
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Collective Bargaining Agreement and Benefits

TMC recognizes the Taganito Labor Union (TLU) as the sole and exclusive bargaining representative
of the appropriate bargaining unit, which consists of all permanent and regular rank and file
employees and workers employed by TMC in its mining operations. The union binds itself to respect
the Collective Bargaining Agreement (CBA) and agrees not to accept employees who do not belong
to the appropriate bargaining unit. Both TMC and TLU respect the right of each employee to freely
choose to join a union. The CBA took effect in February 1, 2010 and lasts until January 31, 2015.
Sixty percent (60%) of the regular workforce is covered by collective bargaining agreement (CBA)
which is 219 employees out of 358 regular employees.

Regular employees are also provided with a comprehensive benefits package to help them maximize
their physical, financial and personal health and well-being. These benefits include healthcare (for
employees and dependents), paid leaves, insurance, retirement benefits and wellness.

Apart from regular benefits, TMC provides employees with proper training to enhance their work skills.
Part of the intensified internal training program was the selection of 21 qualified employees, trained
and certified by TESDA, to become in-house trainers and facilitators. Training courses include topics
on equipment operation and maintenance, occupational safety and health, environment, sample
preparation and analysis, exploration, supervision and leadership, and personal development.

TMC also designs training programs for career advancement opportunities. To address growing
demands for skilled drivers and operators, TMC screens applicants from its pool of rank and file
employees and provides sufficient training to make them eligible for promotion. A summary of the
average hours of training spent by employees is in the table below:;

Employee Category Training Hours
Senior Management 14.4 Hrs.
Middle Management
Supervisory/Technical
Rank & File

* Male -1.7 hrs. ; Female - 8.5 hrs.

Health and Safety

The health and safety of the workforce is an area that the company puts much focus on. Proper
health and safety policies are enforced to ensure little to no accidents happen within TMC's areas
of operations. Employees are provided with suitable equipment to protect them from any effects of
their tasks and enable them to efficiently carry out their work.

One of the policies of the company is to provide employees under the CBA with proper health and
safety benefits, such as the ones below:

Health and safety benefits provided to CBA members:
« Medical, dental and hospitalization benefits
*  Free annual physical exam
* Useof ambulance
Creation and maintenance of a Central Safety Committee
+ Accident investigation and reporting
» Identification and prevention of hazardous and unhealthy working conditions
+ Safety paraphernalia
Proper labeling of chemical containers
Transportation for employees during weekly marketing
*  Physical fitness facilities.

TMC workers are also provided with the required PPEs such as skull
guards, reflectorized vests, rain boots, gloves and goggles to ensure
their safety during exploration.

TMC also conducts practical safety program training and
development for its employees. Important safety trainings such as
Basic Occupational Safety and Health (BOSH), Defensive Driving,
Fire Safety, Fleet Safety and Safety Audit Training were conducted to
continuously educate employees on safety awareness. A total of 29

2013 SUSTAINABILITY REPORT

TMC allotted
PhP 3 million
for internal and
external training
programs

The Labor

Management
Council (LMC)
awarded TMC

trainings on safety were conducted during the year.

| A e o S35 with the "Most

n terms of internal and external threats, ensures the safety .

of its workers by providing proper security measures around the Outsta ﬂdmg LMC
areas of operation. The company enlisted the support of 116 Special - i

Civilian Armed Auxiliary (SCAA) whose main mission is to protect fo |i°ldU8tl’Ia|
the company against any such threats. This para-military force
underwent basic military training operations under the supervision
of the Philippine Army to develop their skills and knowledge on
security operations. The SCAA are also supplemented by 48 security
guards who regulate access and man all vital facilities within TMC
Campsite area.

Peace Award"

As a result of these programs and activities, there was a dramatic improvement in TMC's
safety performance with a significant drop of lost-time injury frequency rate from 1.12 in
2012 t0 0.16 in 2013. The company alse maintained Zero (0) Fatality, Zero (0) Occupational
Diseases and 21 lost time due to 1 non-fatal accident.

SOCIAL DEVELOPMENT MANAGEMENT PLAN

For the SDMP. TMC implements various programs and projects for its 4 host and neighboring
communities namely barangays Taganito, Urbiztondo, Hayanggabon and Cagdianao as well as for the
10 non-mining barangays of the Municipality. These projects are governed by the Health, Education,
Livelihood, Public utilities/ services and Socio-cultural preservation (HELPS) as defined by the

Mines and Geoscience Bureau RXIll and focus on areas such as infrastructure, education, health and
indigenous people (IPs).

In terms of education programs, TMC allocated PhP 4.6 million for projects that included school
repairs, installation of school guard house, improvement of school stage, provision of various
educational materials and school supplies. Two other major projects under education are the
scholarship program and the teacher sponsorship program. For the scholarship program, TMC
provided a full scholarship grant to 25 deserving students from the host communities and financial
assistance to 120 students from the 4 mining communities. Under the teacher sponsorship program,
7 teachers were supported which paved the way for the schools in the host communities to attain the
1:45 teacher-student ratio, as required by the DepEd.
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TMC also participated in Brigada Eskwela 2013, by cleaning and repairing schools in 4 mining
barangays, including Punta Naga Elementary School. In line with Brigada Eskwela's theme “Isang
Dekada ng Bayanihan Para sa Paaralan”, TMC donated various forest and fruit trees, backfilling and
painting materials and conducted tree planting activities in the school grounds. Participants of the
activity were TMC college scholars, summer job students from the communities, and Geology and

ComRel personnel.

TMC's active support and participation in these activities contributed to Taganito Elementary School
winning the National Award for “Best Implementer- Exceptional School Category" for Brigada

Eskwela 2013.

For infrastructure projects, TMC allotted PhP 2.7 million for the following activities:

« Construction of Catholic Chapel in Brgy. Urbiztondo

*  Renovation of the multi-purpose hall in Brgy. Daywan

« Improvement and installation of various structural requirements (wharf perimeter fence and
jetmatic pumps) in day care centers in Wangke, Sapa and Cabugo

«  Repair of Catholic and non-Catholic buildings of worship and facilities

« Improvement of barangay facilities such as street lighting, health center, pedestrian pathways,
senior citizens' building, procurement of generator set, waste disposal facilities, and water

system

A breakdown of the infrastructure projects of TMC can be found in the table below:

Program / Project

Stakeholder involved

Project Cost (PhP)

Construction of Health Center Left Wing Community 300,000.00
School Stage Improvement School 170,000.00
Church Construction Phase 2 (Capangdan Catholic Chapel) Church 1,000,000.00
Community Information Centers Improvement Purok Centers 133,373.34
Fence Construction (San Labrador Chapel) Church 100,000.00
Construction of Guard House School 50,000.00
Church Ceonstruction Phase 1 (Valley Cathedral ) Church 300,000.00
Comfort Rooms Construction (Male and Female) Senior Citizens 100,000.00
Daycare Center Improvement & Elem. Riprapping School 50,000.00
Provision of Materials for Daycare Center Ceiling Installation Daycare Center 30,000.00
Construction of Dental Trough Daycare Center 25,000.00
Installation of Roofing and Trusses Daycare Center 25,000.00
Store Building Construction CAPSASD PO 150,000.00
Multi-purpose Hall Renovation Community 50,000.00
Boulevard Perimeter Fence (Barangay Gymnasium) Community 40,000.00
Street Lights Installation Community 100,000.00
Provision of Materials (Senior Citizens Building) Senior Citizens 30,000.00
Installation of 1 Jetmatic Pump School 10,000.00

Total 2,663,373.34

2013 SUSTAINABILITY REPORT

For livelihood programs a total of PhP 2.7M was spent to support different community-based
entrepreneurial initiatives through company-organized People’s Organizations (POs). One of the major
activities of TMC was the comprehensive assessment of all POs established by the company through
the years. The Participatory Organizational Profiling and Assessment or POPA was initiated together
with the POs to collectively determine the strengths, weaknesses and gaps and areas for improvement
of the groups as basis for appropriate intervention for future projects.

Under this component of the SDMP. TMC provides both financial and technical assistance to further
strengthen the capacities of the POs to make them self-reliant and productive organizations of the
communities. In the table below are the corresponding classifications of community-based POs:

CBO

CWOBB - Capandan Women's Organization Bigasan ng Barangay
HATA - Hayanggabon Traders' Association

PRIME- Panaghiusa Reporma sa Inesyatibong Magpalambo sa
Ekcnomiya

GKKAB — Gawad Kalinga Kapitbahayan Bigasan ng Barangay
CAPSASD — Capangdan Sabang Alliance for Sustainable Development
URWASS - Urbiztondo Rural Workers Association

HARE - Hayanggabon Rural Entrepreneur

TASFPA - Taganito Seedling Producers Micro-folks Association

Corporate Social Responsibility

TMC's CSR program is focused on the support and development of the Mamanwa IP group, through
their registered group collectively known as Ampantrimtu. This organization is composed of 2 tribal
groups with 120 households coming from Brgys. Taganito and Urbiztondo, with whom the company
has an ongoing Memorandum of Agreement (MOA), as a result of the Free, Prior and Informed Consent
(FPIC) provided by the IPs to TMC. Non-IP communities are also supported by the company in the
areas of health, disaster risk reduction and infrastructure.

CSR for IP Communities

For the residents of Punta Naga Mamanwa Village, 2013 was highlighted with projects aimed at the
continuous development of their tribal communities.

The Mamanwa tribe is composed of indigenous people (IPs) living in Taganito and Ubiztondo. TMC
provided 120 homes, constructed in partnership with THPAL Nickel Corporation. Another village was
also developed in coordinaton with Gawad Kalinga, providing 40 duplex units for 80 households.

Last year, improvements to a number of homes were made in the village. The project encouyraged
the Mamanwas to furhter beautify the area and esnure thr safety of the environment and embark
on individual home expansion and improvements. Apart from housing, slope stabilization abd road
repairs were done in different parts of the community.
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Punta Maga is alsc heme 1o the Punta Maga School, ene of the education facilties censtructed and
supperted by TMG and THPAL throughthe Adopt @ Schecl Pregram. Mot schoo| year 20713-2014,
enrclimentwent up to 438, from 236 in the previcus year, This resulted in the hiring of 2 additicnal
teachers and repdir of > addticnal classrocoms to dccommicd ate the new students. Improvements of
cther school facilities and provisien of educaticn al materials such as pesters and reference bocks
weare alsc key projects of TMC. Planting of waricus tree species and carabac grasses within the school
grounds and selected areas of the community were inftiated in coordination with the company's
coemmunity relations and envircnment group, schelars, parents, teachers and students. Educaticnal
assistance 1o 15 high school and college scholars was also provided by the company.

Interms of health support, TMC established a
tribal clinic in the hear of the Village, wherain |f
cemmunity-based medical censultaticns with :
free medicines were conducted. The company
dlsc encouraged healthier Iing by having
families install vegetable gardensin their
respective backyards toc address malnutriticn
cencerns and to contribute to foed secority.
Community clean-ups in partnership withthe
school and the women sector were also regu lar
activities that helped maintain the cleanliness
cf the community. TMC and THPAL are alsc
planning the establishment of 3 Waterand
Sanitaticn Committee which will be responsible
forthe care and maintenance of a water system
that will be installed by both companies.

0] 5 SLETAMABILITY REPIET

CSR Program for Hon-1PF Communities

Apart from pregrams forthe [P communities, TMG alse implements GSH activities for non-|P
communities both in the mining and non-minino baranoays.

Cne of TMC's majer C5A prejects for the year was the conduct of its annual medical-surgical missicn.

In Mebruary 207 3, TG and THPAL went te & mining baran gays to provide its residents with medical
seryices such as majorand miner surgenes, l[ab exams and general censultaticns. Allin all, 2,116
pecple received different medical services during the missicn. The breakdcwn is as follows:

BRITiCe Persone Benefitted

Minar Surgery

Majar Surgery

General Consultation

Labarstory Exam

Ancther majer initiative of the company is its program for disasterrisk reduction and management
throuph its in-house Emergency Response Team (ERT). In January 2013 incessant rains caused
evdcuationsin barangays arcund the minesites; prompting TMC 1o provide assistance tothe affected
cemmunities. The Crisis Management Team, called Dplan MNeed, respend ed by coordinating with

the LGLU for the evacuation process and management cfthe evacuation center of the barangay. This
included preparaticn of food, relief goods and provision water supply. Atotal of 2,013 evacuees were
assisted.

Aside from natural calamities, TMCalsc responds 1o man-made disasters. Dne such event was a fire
in the coemmun ity of Barangay Taganitc, which affected 105 heusehelds and 367 individuals. TRMC's
fire bripade spearheaded the response together withthe medical team, who attended to first -aid
injuries. The ComBeal unit of TMG alsc faciltated the evacuation center management in partnership
with the Lecal Government Unit (LGLD. Company employees pocled togetherto provide assorted
good s while TMCG management alse previded cash grants amecunting to PRPZS00 for families
affected by the fire.

CLOSURE PLAH

ThC already has a Minal Mine Rehakiltation and Decommissicning Plan (CMADP) that was approved
inJubly 2012 covering its entire cperaticn. This, hewever, is subject for review and revisicn teinclude
new aspects ofthe company's operaticn.

L3
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The Hinatuan Mining Corporation (HMC) was incorporated in 1979 and was granted rights over
Tagana-an, Surigao del Norte, in 1980. By 1983, the size of the property expanded with the
acquisition of additional claims. The Tagana-an minesite covers an area of 773.77 hectares and
is 100% owned by NAC. Since 2011, HMC has recorded 327.49 hectares of disturbed land. The
Mineral Production Sharing Agreement (MPSA) of HMC for the Taganaan Mine will expire in 2032.

In 2013, HMC's revenue from sale of ore was PhP 3,438.9 million. An aggregate of 99.0 thousand
WMT of saprolite ore was sold to Japanese and Chinese customers and 3,342.9 thousand WMT of -
limonite ore to Chinese customers.

A
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Environmental Responsihility

HMC recognizes its respoen sibility towards the envirenment arcund its areas of cperation.

Mer 2013, HWIC alictted a budget of PRP 97 .2 millicn forits Envircnmental Pretecticn and
Enhancement Programs (EPEP). This budget was used forvarious enwirenmental projects that
focus on rehabilitation and reforastation, bicd wemsity, polluticn contrel solid and hazardou s wiaste
management and watershed management, among cthers. Dtherkey projects of HM G were the
Maticnal Greening Program, envirenmental mentering, ceastal rescurce management and varicus
regearch intiatives withh academic instituticns and private crganizaticns.

HMC's expenditures for its EPEP 111 2013 was PhP 91 million

Dther initiatives of HMCG focus on the mitigaticn of envirenmental impacts by focusing on key areas
suchas Land, Airand Water. Efforts to maintdin the quality of these areas are as follows:

Progreseive =habiltation and Dust control thru regular oad Construction of siltation ponds;
reforestation grading and spraying sumps and curtain canals

Hational Greening Program

Threugh the Maticnal Greening Program [(MGP), HMC works with its communities te protect and
enhance the envircnment through reforestation. Families with limited lvelihcods were engaped
by the company tejoin and help achieve the company's geal of envircnmental pretection and
enhancement threugh community-based seedling preducticn and referestration.

aome of the programs dene in partnership withthe RNGPare:
Mining MNerest Program
Ceastal Aescurce Management Pregram
Envirenmental Menitering Pregram
Research and Develzpment

Hirat.ar lalars
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REHABILITATION

HWIG has consistently put an effort to progressively rehabilitate (backfill and reshape) areund 1%
hectares of mined-cut areas. I'romy this amcunt of land, about 5 hectares were gradually re-vegetated
with 18,500 seedlings planted in 2013, The community was alsc asked to assist in the efforts ic
gxpedite the process through its Commu nity Cutput-Based Reforestation Program. Since 2011, HWG
has rehabilitated 31 hectares of land in its areas of cperaticn.

REFORESTATION

Dutsidethe mined-cut areas, HWG forested a total of 163 hectares of disturbed areas with TBE223
seedlings planted . In additicn, a total of 15000 seedlings equivalent to 30 hectares were donated to
communities und er the said program.

The cverall referestation accemplishment cutside mining
areas 1s 193 hectares, with about 203,200 seedlings planied

[orcoastal areas, 97,B4B mangrove seedlings were planted on 33 .20 hectares resultingin 156,317
mangrove seedlings have planted cn arcund 4064 hectares since the program started in 2007,
Regular ceastalwater menitering is cenducted by HMG and the water guality has remained within
CENA limit.

Py r. =T
Ares (In HE:t_ﬂEE.I = J'E&:Ihnur F'I_1r|tF-:1

Mmad Out areas

HME | .28 | 19,536 | 31.12 | TR
Qutside Mining Areas

HME [l agEEs ] 208,223 | 22873 | 243080
Mining Disturbed Areas

HME 33.50 §3.B32 B4. 118661
Coastal Areas

HMLE ! 33.5 47 845 ADLB4 156,317

HWIG also implements the CGoastal Aescurce Management Pregram (CRMPY covering a variety
of activities such as the assessment of ceastal and marine rescurces, pretection of reef from
degradaticn due temining impadct and enhancement of existing ceastal and marine rescurces.

Regular ceastal clean-ups and underwater clean ups were condu cted aleng the coasts of Barangay
Talavera and Hinatuan |sland wherein local resid ents worked with company employees, guests from
geyvernment and nen-gevernment agencies and prefessicnal diving cemmunities.

COn the aspect of research and linkages: HMG collaberated with LIPLE and Caraga State Lniversity
in'the study of varicus species suited for mine rehabilitaticon. &n cngeing study on the feasibility of
Jatrepha was alscinitiated with a private firm, Kibtech, Inc.
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Dther specles bein g stud o and listed underthe IUCK of HMG are
«  Shorea negrosensis (calegerized as vuinerable and critically end angered species by DENA and

ILUCH)

- Camptostemon phlippinense [recogn 2ed by conservation aulhorities os eno angered species)
- Paphicpedilum barbatum (categorized as vulnerable species by DENA and IUGH)
- Xanthostemon verdugonianus {endemicto the country and considered 05 an end angered species)

POLLUTION CONTROL

HMGmanages 16 sclid and hazardous wastes from cperatiens and ceming frem communities threu gh
efficient and responslble programs. The company implements waste segregaticn, eperaticnalized MAT,
composting and landfilling, The cempany alsc has all applicable permits 1o handle hazardou s wastes.

HMCGalse cantinucusly moenfors ts sumcunding envirenment by eenducting a regular water sampling,
air sampling and men taring of the drainage and siltation pends. The resulls of the sampling are
reported to the DENA reglenal offices of MGE and EME cn a quarterly basis. A separate moenitering of
the Multi-Partite Maenitering Team (MMT) is alse being undertaken on @ quarterly basis.

The HWME THNP envirenmental monitoring complies with the presaribed menlonng requirements of
DEMNA which |s implemented through the bu Ripartite Monitoring Team (MMT), MMT members are
composed of DENR-MGE 13, DENR EME 13, REACH Moundation, Inc.. Eerangay Talavera LGU, relinious
seclorrepresentative and HMC representative.

Summanry of the emissions. and enagy used W last year's operabions can be found in the fable below

Ben Sets

Energy
Eneragy Diesel EMI _ Li | Thud Party Suppher
GHG Emissions coz 14454  Tonnes

WASTE MANAGEMENT
Solid Waste Management

HMC manages its solid waste in comphance with
DD 2007-34 und er RA 3003 A Waste matenals
generated by operations of the company are
segregated and disposed accondingly. while
plastics, wood branches, and leaves are shredden
inte smaller pieces separately by the granulater
The shredded bicdegrable materials are used os
mileh In mine rehabiltation, and metal scraps
are sold to authorized buyer.

In man aging these materials, the cempany
uges @ centrelled dumpsite established at
Eostern 7 where selid wastes are segregated
Inte biodegradable and non -bicdegradable.
Recyclable materials are recovered and stored
in the Materials Recovery Cacility (MR at
Kaskag Areaand sold o scrap buyers. while
biedegradable wastes are ulilized as feed to
ihe garbage granulator for use in production of
vermicullure compast.

WATER QUALITY DEGRADATION MEASURES
Water shed Managemeant Plan

HMC invested on a number of heayy equipments
for its drainage maintenance and desilting
pregram, One of the major projects is the
re-engineenng of main settling ponds te
gccemmedate the volume of sediments and
eroded materials from mine eresicn,

Around 127,528 m* of silt were removed from
exlsting settlingponds, sik collector sumps and
dralnages Sofar.the totalvelume capacity of
the established settling ponds and sit collector
sumps stands at cver 115323 m'. Additional
seflling ponds and sumps are being con stfucted
io accommaodate thewater min-off from aclive
miine areas angd ciher dsiurbed areas

Waler Consumption

HMG used abept 26,015 Gallon s of water

(98 47745 mY for drinking purposes. The water
was taken from filtered springs arcund the area.
For planting purposes, HMG uses abeut BADD m'!
of water every year while 34,380 m'is used for
du &t suppression. Water forthese purposes are
gourced from Kaskag creek and settling pend s

2015 SLETAIMABILITY AERIHAT

Hazardous Waste management

id entified hazardous wasie are coflecled ano
transported by frained PCD personnel and
propeny stored at ha zardou s faciity at Central
Area Al hazam cus wastes generated from the
minesite are preperly accounted and repored

Iz the EME Regional Dffice. Dnoe ready for
transport, these hazardous wastes are d elivered,
trested and stored throumh DENR-accred ted
transporters/ treaters.

Used ol s alsc carefully managed by the
gompany. Last year, a tetal of 238 drums af
used oil were used for cperations, To improve
the management of used oil, the storage facilty
ot the motorpocl area was expand ed to utilza

a special containment unit. Intemal woste
materials (low grad e pale gray scil), on the ather
hand, are also dumped togetherwith the top soil
for mine rehiabild ation purposes.

M. Ri-azies &ulivo por:

Since the stari of the project,
264,122.23 m® of sill has been
recovered from established
seltling ponds, silt collector
sumps and drainages

A
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Hegular employees are alsc provid ed with the fellowing benefits:

Sacial Respansibility

HMC Hegular Employees' Eenefits: Rankand lile Eenefits
HMCimplements diffarent projects te help develop the health, livelihced and address sccial issues - [reemeals " S55PHILHEALTH PAG-IBIG,
facing the communities it cperates in, as part of its comporate responsibility. - [reelaundry _ » [reeaccemedation,

= [reeaccommedation * Rice allcwance,
Emplg-,reeg = 555 PHILHEALTH.PAG-IEIG *  Medicine allcwance,

- Company Uniform «  Wedicard [HKD],
As of 20713, HM s tetal werkfonce is at 1,245, Breakdown cf the company's employees below «  HRiceallowance »  Group life insurance,

= Toiletries = Yearend bonus & midyearbonus,

JOB CLASS MUMBER of EMPLOYEES = Medicine allowance «  Sick leave, Wacaticn leave,

Feqular 148 = Meadicard[HMD) »  Paternity leave,
Prabatianany G = Sickleave «  Company uniform
Consultant R L] || Yacation leave

= Paternity leave,
FPMI Agency ;

; - = Groupinsurance,

Secunty Agency | S — Employee Turnover - Tly in-fly cut airfare ticket
Fio Grange 125 Male- 17 - Yegrend benus & midyear bonus
Gernnar T )
Tombo 20D Female:; 4 Health and Safety
GRAND TOTAL 1245 TDtHl' 16

HWMC considers the immense value of its workfone forits everyday cperations. To ensure that their
physical and mentalwell-being are maintained. the company developed and maintains health and
safety programs forthese employees.

The company alsc conducts health pregrams like lecturesto educate workers on ccou paticnal
hygiene, pulmenary TE, heat exhaustions heat streke and cther medical cenditicns te help employees
maintain their good healthinside and cutside the workplace. HMG alsc cenducts fitness programs to
promote ancn-sedentary lifestyle to ts workers. Te meniter the health of employees, the company
cenducts check-ups with sugar blocd tests.

S pteaa-plactiry aotivite
CBA & Benefits

Aswith cther RAC companies, 3 Gollective Bamaining Agreement, covering B5. Be% of HMC employees, is
agreed upcn by HMC and its werkers' unicn. The breakdown of employees underthe CEA is as follows:

Total nurmber of employess 155
Total Rank & Filke enployees a2
Confrdential employess 13
Union members g

Ciaaatay razonay 232, a 2vill
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SOCIAL DEVELOPMENT MANAGEMENT PLAH

Similar to the cther NAG companies (AT MG, TWMC and GhC, HMG also has a Social Development
Management Plan [SDAMP) that is developed every five years in consutation with the communities to
aodress their issues and needs. Under the SDMPE HMC was ablete implement projects covering areas

of educaticn, health, infrastructure and livelihecd, for residents arcund the areas of cperaticn.

Ed ucaticnal Assistance PhP 12506009655

Infermaticn Campaign/ PhP 44750B9.23
mMining Technclogy &
Hesearch

Total PhP 25,472,167 56

Health

Suciﬁ--DulturaI

PhP 2B7BSR ST
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Tazh-oz Schalara attar:irg TES G akilla tigicic 2

U'nder educaticn, HMC schc:-lar_s from _tlﬂy care pupils to HBM Supp oris
secondary students, were provided with free schecl and
matriculaticn fees, shees, uniforms, bags, and educaticnal 1 ,25] scholars

supplies, while schools were given audic-visual equipment which
include cemputer units and accesscries. HWG alsc constructed frﬂm dﬂ'j,l" care tﬂ

school buildings and other school infrastructure suppert to CD”EQE Inclu dmg
dugment the shortage of educational facilities in the community. '[hDEE EnrDHEd

Twenty-three (23) college scholars from host communities 5 t 1l
and the Municipality of Tagana-an wer fully suppcrted by Iin thE_'l_EChnlﬂﬂl
the company as they tockvaricus courses like Engin eering, VD Callﬂl nﬂl (tE[,':h ]
Educaticn,Envircnment and Mining. The students are enrclled h | t .
inthe fellowing cities: Surigac, Butuan, Gebu, Dumaguete, and VO C:]' SCN0lars “P
hAanila. prﬂgram

HMC, in partnership with Technical Educaticn and Skills
Develepment Authority (TESDA), provid es assistance to its
gutomotive, electronics and welding schelars through the
‘enrcliment to empleyment' schelarship. Last vear, 61 schelars
benefited from the program, geing under helistic training that
includes character-building and attitude towards werk training,
basic cocoupational safety and health and actual skills training at
TESD centers in Surigac and Davac. The cempany alsc enrclled
the scholams in basic American English training in Butuan to
prepare them for future empleyment here and abread.

Flecenth_.r, HMC schelars had the fellowing accemplishment s
14 welding scholars completed their requirements to be
eligible for employment abread, withithe assistance of TESDA.
1B autemetive schelars are waiting for their OJT training in
Eutuan City in scme of the werld's biggest and well-known
car compdadnies.
28 electrenic schelars on their 0JT at Panasenicin Laguna.
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The company has dlse achieved 3 majer milestene in edu caticn

by implementing the Dynamic Learning Program (DLP)- @ new
science-based teaching methedology- forthe first time in the
Caragd Hegicn,and third in Mindanac, The program was develcped
by Drs. Christopher-and Ma. Victeria Bernide, beth Ramen
Magsaysay awardees foredu caticon. Assistance throu gh trainings
and seminars to DepEd teachers and administrators were also
provided.

The company assists in the training of DepEd teachers and

go ministraters to enhanceteaching and leaming methed . HMC
dlso supported cther DepEd educational setups and policies such
ds the Alternative Learning System or and cther extra-curricular
activities especially in spors.

Linder the health component of SDME HWCG consistently
implements its quarterly medical-dental missicon, in patnership
withthe Tagana-an kMunicipal Health Office. The missicon is carried
in 3 hest communities, namely: Ergy. Talavera, Sitic Campandan
and Sitic BEageng Silang. The cutreach pregram ben sfitted
patients by providingthem with free medical censultaticn, tocth
extracticn and medicines. HMC alsc conducted a feeding program
for ¥2 underfed children resulting in the complete eradicaticn of
malncurishment in the cemmunity as reperted by the barangay
health center.

HEAZ ma:izalmiadior

Under the ICE
advocacy, 50
students benefited
frem the Summer
Job Program
through the
Hinatuan mining
Employment

and Learnership
Pregram for
Students (HELPS)

500 patients benefited from the guarterly medical-dental

migsion of HMC

2075 SLETAIRABILITY REPIRT

Interms of public infrastructure and wtilities, HWMC successfully repadired and rehabilitated the
water systems of Brgy. Talavera and Sitic Bagong Silang. In additien, the cperaticnlization of
Sitic Campandan electrification project was attained. The company provided hemes in the entire
cemmunity with free service drop wires and electrcity meters and street lighting.

HMC alse spensered the formulation of the Barangay Develepment Plan (BEDP) of the 13 neighboring
baranpays from the Municipality of Taganad-an as part of s research program as the official guiding
principle in improving the barangay and attaining progress in all its communitie s,

T help uplift the econemic conditicn of residents, HMWC implemented varicus livelihced projectsin
2073, These projects werea:
»  Development of the peoples' crganizations (POs)

Support for dress makinoftailenng livelikeod and handicraft prod uction

lacilitaticn of entrepreneurial skills and crganizaticn develcpment trainings

Intreduction of proper fish processing

HMZ a. pparta: Pazaplaa Demaratior with thaic 2. atam-masa hars baaa

Close 1o 650 families are direct beneficlaries of HMC livelihood
programs and income-generating prejects in both, Tagana-an
and Scuth Dinagat Nickel Projects

In additicn, HME utilized its Mining Technclooy and Research funds specifically on MNeasibility Study on
petential livelicod projects and local secic-econemic prefiling for HWMGs SDMP

T
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Environmental Responsibility

CMC is commitied to the principles of sustainable development and recognizes is roles as steward
of the emvironment. The reforestation program of the company is aimed to increase forest coverof
denud ed areas. The program & alsc supports the MGE's Mining Morest Program (MIMP) and Naticnal
Greening Program (NGP) of the gpevernment. Managin g the impact on biodiversity, the envircnment
team has come up with an offsetting strategy on activities associated by mining through the
protection of Maraguing Watershed. Hence, improve its habitat and conseguently meet the iving
cenditions of flora and fauna.

Currently, CMC d ces not have any mined-cut sites. But much action and planning have already been

engeing te reduce any envirenmental impacts that the company may have in and arcund its areas of
cperation,

+ N

a*ft

.

= b2 rahabifitat=: ara

198.51 hectares of land has benefiled from planting
prejects in pursuit ef the Carbon Sink Program and National
Greening Program

Similar to RTNMO, Tor thelr exemplary ﬁnwrnnmzniﬂhﬁmqrama ﬁhtﬂ
received the Fre*sitfmﬁ}af Mmamlndusetrf Ewﬁw Award - Platinum.
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POLLUTION CONTROL

CMC implements programs and policies that aim te reduce the impact of ts cperations on the
REFORESTATION envirenment. Some of these projects include management of dust emissions, regular maintenance
of equipment, management of waste and monitoring of emissions and energy use.
Greening and reforestation has been conducted cutside the mining areas and in denuded areas within

its Mineral Produ ction Sharing Agreement (MPSA) which are not suitable for mining. In 2012, CMC in crier to minimize the generation of dusl, the company employs the following activities:

planted on 4 3 heclares with almost 5,000 seedimgs. Drganic fertilizer from the company's yermi- » Regular water spraying of all haulage areas, including baran gay rcads, especially during dry
cempost project is being used to improve survival rates of the plants. CMC spent PhP 23 million for the s2ason in the months of May to September

programs und er EPEP = Employed four (4) water Lorries for spraying, wherein a total of 3,305 frips or equivalent to 33,050

cu.m. of water was sprayed in most major mine and commu nity roads
«  Periedic grading of haolage areas
«  Periedic read matting of haulage areas

*  Creation of dust barriers throughthe planting of tress at the barangay readsides and mine
dccess road

*  Hegular cenduct of in-house menitering on ambient air, with the use of a High Velume Sampler,

Dther actisities are continucusly conducted for the maintenance and protection of reforested areas,
including re-planting. brushing, fertilizer application and pruning. With respect to coastal areas, the
cempany conducts maintenance efforts for 4,600 mangrovye propagules planted on about 0.62 hectares
ofthe declared Walancia Marine Protected Area.
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S0 far, CMIC hos net experienced any viclations or major issues from the lecal residents peraining to
girborne dust duet the mitipating measures done by the company,

A5 a3 mieans of reducing CO2 emissions, a consid erable number of equipments’ facilities were provided
with mufflers. Periedic maintenance schedules on varous eguipments also were conducted to ensure
they run safely and efficiently.

Planting of diversified species within and cuiside MPSA area is another inRiative to reduce greenhouse
gas emission. Trees are proven to sequester carbon and other chemicals emitted during mining
operation. To date, atelal of 198.51 hectares of land has been used for planting activities in pursuit of
the Carbon Sink Program and Mation al Greening Program.
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WASTE MANAGEMENT

The company develeped a Waste Management Program to ensure that waste generated inthe camp
site are collected, segregated, stored, transported and disposed properly. CMEC alsc established a Waste
Management System where wastes from the Mine Camp Area and Mine Pit Area are collected and
transported to the Material Recovery Macility (MAT), In the MAF, waste materials are segrepated inte
scrap metals, recy clables, waste vil, waste tires and batteries. The steel scraps gathered from the MRT
are sold to approved scrap buyers and penerate additicnal income.

Solid Waste Management

The total sclid waste (garbage) generated in 2013 was 1422 m'. Dut of this, only 595 m' were disposed
te sanitary landfills and the rest were stored in the MR and used as compostable materials, accounting
for the remaining 827 m'.

Waste generated from mining operations (stipping and extraction), on the other hand, produ ced non-
profit reck materals, These rocks were dumpad tempararily in designated waste dump areas or stockpila
zonas for futura use like filling for haul reads, cau seways and sit pend structures. Cther everburden
materials will be used for rehabiltation/ revegetation for backflling of denuded er mined-cut areas. The
total stripped waste generated during Year 2013 accounted to 656, 553.5 WhT,

015 ELETAINABRILITY REFSAT

Hazardous Waste Management

All hazardous materials penerated by the company such as used oil, lubricants, tires and batteries are
temporanly stared in the MAT to keép emissions from affecting the environment. CMC also installed
oll and water separator within the fuel depot, fuel storage areas and other areas handling hazardous
substances in adherence to RA G369 known as "Hazardous, Toxic and Nuclear Waste Act of 1550~

WATER QUALITY DEGRADATION MEASURES

Water Management Plan

Water is discharged from silt pends and drainage canals that are ™ -
directed inte rivers/streams. Currently, MO has no data on the CMC SEHIIHH [JUI'I'."E

guantity of water that discharges into these bod ies of water as it have a total volume
Is hard te gu antify the volume of run-cff that gees inte various silt

pents. capacity of over
392,800 m?

In terms of silt management, cver 7 T.000 m' of silt woas removed
frem existing settling ponds. To help improve the precess,
additicn al settling ponds were constructed frenting the CMC Mine
Camp with atotal capacity of about 2,060 m'

Wk Consumeneh
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CLOSURE ACTIITIES

GMC agrees to the principle of the Cinal Mine Rehabiltation and Decommissioning Plan (FTMADP), as
a means of rehabilitating excavated, mined-out, settling pends and disturbed areas to the condition of
anvirenmantal safety.

The cempany alsc agrees to prevent or eliminate long term envircn mental impacts by returning mined
land te a physically and chemically stable, produstive and self-sustaining condition while taking Into
consideration the beneficial uses of the land and the surrcunding areas. The Closure Plan ensures
that alternative skills and sustainable livelihood opportunities are provided to the mine employees
Including their dependents and to the host and neighboring commu nities.

Decommissicning is also the transition period that begins with the cessation of the mine pit and

the nickel latenate production and ends with the remoyal of all unwanted structures. The company
shall adopt a decommissioning sirategy for each mine compaonent, including miigating measures

to ossure that potential adverse envirenmental impacts shall be minimized during the course of the
decommissioning pericd. However, all building structures, recreational facilities, housing, pier and
causeway shall be turn ed -over to the Local Government Unit (LGLA of Baran gay Walencia. During the
decommissicning and Ffter mine closure, monitoring and maintenance shall be continu ed uniil such a
time that the area is declared safe by the Mines & Geosclences Bureau.

|
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Social Responsibility Health and Safety
CMC gives much time and resources to the development of programs that aim to benefit its It is the objective of the company to integrate total loss control into the management system so that
employees, and the communities that surround its areas of operation. people, equipment, materials and the environment are amply protected from accidents. Line managers

take direct hand in pursuing loss prevention activities through the following standards:
Employees

1. Personal Injury and Loss of Life Prevention
As of 2013, CMC's total workforce is at 703. This number is made up of regular, probationary and 2. Property Damage and Wastage Control
other types of employees. The breakdown of CMC's workforce is as follows: 3. Comfortable Health Care Environment
4. Safety, Health and Environment Policy
Sr. Manager 5. Total Loss Control Management
Manager 6. Central Safety and Health Committee
: 7. Safety and Health/Loss Control Tours
Supervisor
Rank and File Programs and activities implemented to ensure achievement of the health and safety objectives
Total Probationary & Regular include planned Inspection, job and task analysis, accident/incident investigation, emergency
Seasonal preparedness, maintenance organizational health and safety rules, accident and incident analysis,
Total Workforces employee training, issuance and monitoring of proper usage of personal protective equipment, health

services, regular group meetings, advocacy, regular monitoring and evaluation.

CBA and Benefits

Of the regular CMC employees, 61% (104 of 172) are covered by the collective bargaining agreements
(CBA) under CMWU-NAFLU-KMU. The union is close shop where all non-confidential rank and file

are automatic members of the union. The CBA is renewed every 5 years while economic provisions are
reviewed after 3 years. Salient features of the CBA include members' compensation and benefits,
incentives, union security, grievance procedure, no strike, lock-out and work stoppage provisions and
Labor Management Committee.

Full time employees and rank and file employees are also given the following benefits: 35
< Supervisors up to Senior Managers - free housing and messing, Fly In- Fly Out (FIFO), vacation and =
sick leave credits, life insurance, medical insurance including legal dependents, rice allowance, and 30
toiletries allowance %
+ Rank and File employees - free housing ,vacation and sick leave credits, life insurance, medical 25
insurance including legal dependents, rice allowance, and toiletries allowance
« Seasonal drivers and heavy equipment operators are given rice and cash production incentives. 20 — 2011
CMC considers the immense value of its workforce for its everyday operations. To ensure that their 13 f 2012
physical and mental well-being are maintained, the company developed and maintains health and it —— 2013
safety programs for its employees.
5
0 - k
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3 year Accident Record
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2011 156
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SOCIAL DEVELOPMENT MANAGEMERNT PLAN

CMC mplemented various projects inthe areas of Health, Education. Q77 elementary
Livelihood, Public Utilitkes and Socio Culursi Values (HELPS) underthe — +
SDMP 1o benefit its host and neighborng barangays: Valenoa, Boa,  and high schecl
Legaspe and Sitic Maytubig Apan from the SDBAF the company also = o E -
implements exlend & programs for Comporate Socal Responsibilly, sludents bt” = 'tEd

which are outsid & the SODMP fund. Camently, the company is in s 3 lron rlH'dﬂDiE‘]
assistance of CMC
through the SDMP

yearof the S year SOMP

To uplift education in the Tour barangays, CMC provides suppon Lo
the public schools In the form of subsidies forvelunteerteachers,
assistance for bullding repalrs and improvements and provisien of
multi-media equipment, desktop computers, and printers. Last year,
2 elassronme were conatructed and materials for school rencvations
and facilties were provided to communities.

Elementary and high scheaol
students were provid ed with
assistance 1o pay fortheir
schooling. while 18 deaering
college scholars from the hast ano
naghboring commun lies were
ghven the cpportunity of free college
education Twenty-four teachers
were 3o provided with subsiies
by the SDMP fungd

GMC has been conducling
annual medical missions in the
communities where the company
cperates. These miskions include
free medical conaultaticns, with
first-ald medicines and vitamins,
feeding programs fer children L g L o,
betwean the ages 4-7 years . .

ald, and the proviglon of health
supplies for the Senjor Citizens
Under the Company's CSR, a NAC-
wid e medical miasicn waa 3o
conducted which calered major
and minar surgenes for all patems
coming from (he communities of
itsthwree Operating Companies in
CaRAGA

(.

M=z izal misaior a gt Begy. Lagaapl

2015 SLETAIMABILITY REPCHT

Ta help develop infrastructure in the barangays CMC prowides assistance by building. refurbishing
of rehabiliating buildings and other structures. In Barangay Valencia, two day care centers were
constructed while centers in neighboring barangays were given assistance for impryyement. Water
sysiems improvement i the four Barangays and the instaliaton of sciar powered sireet lights were
alse conduded. in 2013,

in 1erms of Bivelihood, technical
semices traning on heayy equipment
opertions throogh TESDW was
gonducted for gqualified men fem the
community. The prodoction of curtaing
and faghion accessories were also
taugh te women and cut-cf-scheel-
youth wherein trainees were previded
withieels and materials needed to
start-up o small business, Other
Women goups were alsc trained in

hot meals  commercial cocking and
food prmcessing d3lse provided with
ihe needed ingred ients. matenals and
equipment. Atikapia colture project
was introduced and implemented for
one barangay. and ciher previcusly
implemented projects such as hog
ano poultry raigng, nce retaiing,

ano agrivet supples retaling were
gustained Tranngs on osganizational
deveopement, financial and projed
management were also conducted

in order to eqguip the beneficianes, of
the Pecple's Drganizations (POs), in
the el ablishement, management and
menitering pha ses, thusstrengthening
the groups and enabling themto
suatain these programs. A livelihced
center bullding was alse constructedat
the host community, which will sen/e
au o trade venue for SOMP's lielihood
programs for the women's asscoation
guch as hardware supply siore, créeo i
cooperative and tailoring shop.

Heakh g, pples b iha a3y v 2li=ns

Furthermore. in the light of mspring and brnging hepe 1o gur future penerstions. afist ever
conducted in the mining communities of CARAGA Region, was the 3-day Values Mormation Seminar
for the young pecple, the “YDUTH", held last year Dy CMC SK Officials and other youth eaders from
the host community of the Company adively went through the 2xperience of bemp shaped into
becoming responsiie Tuture leaders and cilizens of the community and of the couniry
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Road Ahead

WA s committed to continue growing sustainabhy abways taking inte censid eratich cur responsibility
towards the pecple and envircnment.

Eeing in the minerals develepment industry for so long, we have Been creating plans te further imprese
our business, locking beyend profit and focusing on better ways te mesh sccialand envircomental
develocpment intc cur cperaticns.

Guided by curvalues, we have ideptified fecusareas whichcan bring Us clesert e achieving el rtargets.

2075 SLETAIRABILITY REPZIAT
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4.8

Internally developed statements of mission ar values, codes of
conduct, and principles relevant to economic, environmental,
and social performance and the status of their implementation

Missian, vision, carporate values

4.9

Procedures of the highest governance body for overseeing the
organization’s identification and management of ecanomic,
enviranmental, and social performance, including relevant
risks and apportunities, and adherance or compliance with
internationally agreed standards, codes of conduct, and
principles

15

Audit & Risk Committee

4.10

Processes for evaluating the highest governance body's
own performance, particularly with respect to economic,
environmental, and social performance

4.11

Explanation of whether and how the precautionary approach or
principle is addressed by the arganization

412

Externally developed economic, environmental, and
social charters, principles, or other initiatives to which the
organization subscribes or endorses

Nane

4,13

Memberships in associations and/ar national/international
advocacy organizations in which the organization

Chamber of Mines, Philippines

4.14

List of stakeholder groups engaged by the organization

27

Stakeholder Management

4,15

Basis for identification and selection of stakeholders with whom
to engage

27

Stakeholder Management

4.16

Approaches to stakeholder engagament, including frequency of
engagement by type and by stakeholder group

27

Stakeholder Manasement

Key topics and cancerns that have been raised through
stakeholder engagemeant, and how the organization has
responded to thase key topics and concerns, including through
its reporting

27

Stakehalder Management

Direct economic value generated and distributed,
including revenues, operating casts, employee

compensation, donations and other community 24 Economic Profitability
investments, retained earnings, and payments to capital
providers and governments.

EC2 Financial implications and othe r risks and oppartunities 2326 Risk related to business and industry,
for the organization’s activities due to climate change. § financial position

EC3 Coverage of the arganization’s defined benefit plan PhP 963 Million was spent on employee
obligations. benefits

EC4 We pay equal / higher to the local
Significant financial assistance received from minimum wage as specified by the local
government. government for the region

EC5S Range of ratios of standard entry level wage by gender We have specific suppliers for the services
compared ta local minimum wage at significant locations they comply with our environmental /
of operation. sacial requirement criteria.

EC6 Policy, practices, and proportion of spending on locally- We hire site workers (rank & file level
based suppliers at significant locations of operation. employees from the local community of

the mine site.

EC7 Procedures for local hiring and proportion of senior Social Development Mgmt. Plan
management hired from the local community at Corporate Sacial Responsibility
significant locations of operation.

EC8 Development and impact of infrastructure investments Social Development Mgmt. Plan
and services provided primarily for public benefit 43, 55, 68, 80 Carporate Social Responsibility
through commercial, in-kind, or pro bono engagement,

EC9 Social Development Mgmt. Plan

Understanding and describing significant indirect
economic impacts, including the extent of impacts.

43, 55, 68, 80

Corporate Social Responsibility

 Environment |
EN1 Materials used by weight or volume. 39 Materials Stewardship
Percentage of materials used that are recycled input
EN2 materials.
EN3 Direct energy consumption by primary enargy source. 36,51, 64,75 Pollution Control
EN4 Indirect energy consumption by primary source.
!Energy saved due to conservation and efficiency 64 Pollistion Control
EN5S improvements.
Initiatives to provide energy-efficient or renewable
energy based products and services, and reductions in
ENG energy requirements as a result of these initiatives.
Initiatives to reduce indirect energy consumption and
EN7 reductions achieved.
ENS& Total water withdrawal by source. 38, 52,66, 77 | Water Quality Measures
Water sources significantly affected by withdrawal of 48 52,66,77 | Water Quality Measires
EN9 water.
Percentage and total volume of water recycled and
EN10D reused.
Location and size of land owned, leased, managed
in, or adjacent to, protected areas and areas of high 32,49,63, 74 Reforestation
EN11 hiodiversity value outside protected areas.
Description of significant impacts of activities, products,
EN12 and services on biodiversity in protected areas and areas 138 Environmental Responsibility
of high biodiversity value outside protected areas.
EN13 Habitats protected or restored. 32,49,63,74 | Reforestation
Strateg.les,.current actlo.ns,.and.future leTs A 18 Mine Rehabhilitation Reforestation
EN14 managing impacts on biodiversity.
Number of IUCN Red List species and national
EN15 conservation list species with habitats in areas affected None of the IUCN species are affected
by aperations, by level of extinction risk.
EN16 Tot.al direct and indirect greenhouse gas emissions by 36,51, 64, 75 BellitiarEontial
weight.
EN17 Otl?er relevant indirect greenhouse gas emissions by 36, 51, 64, 75 pallution cartral
weight.
EN1E Inltlatlyes to re.duce greenhouse gas emissions and 36, 51, 64, 75 Pollution Control
reductions achieved.
EN19 Emissians of azane-depleting substances by weight. We dan’t emit ODS
EN20 NOx, SOx, and other significant air emissions by type and
weight.
EN21 Total water discharge by quality and destination. 38,52,66,77 Water Quality Measuras
EN22 Total weight of waste by type and disposal methaod. 36,51,66,77 | Waste Management
EN23 Total number and volume of significant spills. There were no significant spills
Weight of transported, imported, exported, or treated
ENZA waste deemed hazardous under the terms of the Basel All our waste are properly disposed by the
Convention Annex |, 11, 11, and VIII, and percentage of DENR accredited recycler
transported waste shipped internationally.
ldentity, size, protected status, and biodiversity value of
EN2S water bodies Iand relatgd I?ab,ltat-s significantly affected 38, 52, 66, 77 S Ay NIEasITas
by the reporting organization’s discharges of water and
runoff.
Initiatives to mitigate environmental impacts of products | 17, 30, 48, 62, : it
BhR and services, and extent of impact mitigation, 74 Eaiiosenaliesansiiit
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EN27

Percentage of products sold and their packaging
materials that are reclaimed by category.

Human Resources

EN28

Monetary value of significant fines and total number
of non-monetary sanctions for non-compliance with
environmental laws and regulations.

There were no significant fines

ENZ29

Significant enviranmental impacts of transporting
products and other goods and materials used for the
organization’s operations, and transporting members of
the workforce.

Impact on Biodiversity - Sea transport

Percentage and total number of significant investment
agreements and contracts that include clauses

EN30

Total environmental protection expenditures and
investments by type.

17, 30, 48, 62
74

Environmental Respansibility

Labor Practices.

LA1

Total workforce by employment type, employment
contract, and region, broken down by gender.

22,40, 53, 66
78

Employaes

LA2

Total number and rate of new employee hires and
employee turnover by age group, gender, and region.

41,53, 66

Employees

LA3

Benefits provided to full-time employees that are not
provided to temparary or part-time employees, by major
operations.

41,53, 66, 78

Benefits

LA1S

Return to work and retention rates after parental leave,
by gender.

All the employees returnad after their
parental leave

LA4

Percentage of employees covered by collective
bargaining agreements,

41, 53, 65, 78

CBA

LAS

Minimum notice period(s) regarding significant
operational changes, including whether it is specified in
collective agreements.

LAG

Percentage of total workforce represented in formal
joint management-warker health and safety committees
that help monitor and advice on occupational health and
safety programs,

42,54, 67,79

Health & Safety

LA7

Rates of injury, occupational diseases, lost days, and
absenteeism, and number of wark-related fatalities by
region and by gender.

42,54, 67,79

Health & Safety

LAB

Education, training, counseling, prevention, and risk-
contral programs in place to assist warkforce members,
their families, or community members regarding serious
diseases.

42,54, 67,79

Health & Safety

LA9

Health and safety topics covered in formal agreemeants
with trade unions.

41, 54, 65

Health & Safety

LA10

Average hours of training per year per employee by
gender, and by employee category.

41, 54, 66

Benefits

LA1l

Programs far skills management and lifelong learning
that support the continued emplayability of employees
and assist them in managing career endings.

41, 54, 66

Benefits

LA12

Percentage of employees receiving regular performance
and career development reviews, by gender.

We conduct annual performance reviews
for our employees

LA13

Composition of governance bodies and breakdown of
employees per employee category according to gender,
age group, minority group membership, and other
indicators of diversity.

14

Reported in employment level

LA14

Ratio of basic salary and remuneration of women to
men by employee category, by significant locations of
operation.

Employee salary is based on the position
and level of responsibility they hold in the
company but not based on the gender.

Hat incorporating human rights concerns, or that have
undergone human rights screening.
Percentage of significant suppliers, contractors and other ! . '
; . All our suppliers need to implement social
HR2 business partners that have undergone human rights
5 : standards of the company
screening, and actions taken.
Total hours of employee training on policies and
HR3 procedures concerning aspects of human rights that
are relevant to operations, including the percentage of
employees trained.
HRA Total number of incidents of discrimination and actions There were no actions of discrimination
taken. taken
Operations and significant suppliers identified in
p. 3 & f PR 1o We ensure that there are no risk to the CBA
which the right to exercise freedom of association and 5
HR5 ; s : g L we have with the employees and al the
caollective bargaining may be violated or at significant mermbars fullweriov-thait ridhts
risk, and actions taken to support these rights, ¥ enjoy &
O.pe.r;_:mons ?nd 5|gn|ﬁcant e ppllgrs IeEsibitten 5 Aaving We ensure that none of our as well as our
HRE significant risk far incidents of child labor, and measures gt il Rive s IRoieris orehil
taken to contribute to the effective abolition of child PR ] ¥
labor practice,
labar.
Operations and significant suppliers identified as having
HRT significant risk for incidents of forced or compulsory There were na incidents of forced / com-
labor, and measures to contribute to the elimination of pulsory laborin the company-and mine site
all forms of forced or compulsory labor.
Percentage of security persannel trained in the
HR& organization’s policies or procedures concerning aspects | 42, 54, 67, 79 Health & Safety
of human rights that are relevant to operations.
HRY '.I'otgl number of incidents 9fwo|ahon5 involving rights of 42,57 Corpiorate Socia] Responzibility
indigenous people and actions taken.
Woe ensure that none of our operations
have any impact on human rights of our
Percentage and total number of operations that have g : B s
< # A ) employees and surrounding communities.
HR10 been subject to human rights reviews and/or impact e
We have designed programs to ensure no
assessments. : : i
violations of such occur in through any of
our operations.
Number of grievances related to human rights filed,
HR11 addressed and resolved through formal There were no such grievances
grievance mechanisms.
Sbﬁl!l\(
Percentage of operations with implemented local Communlty GRS DeElapi e
: . Social Development Management Plan
501 community engagement, impact assessments, and : 5
Corporate Social Responsibility
development programs.
Community Relations & Development
509 Operations with significant potential or actual negative Social Development Management Plan
impacts on local communities. Carporate Social Responsibility
Prevention and mitigation measures implemented in Community Relations & Development
SO10 operations with significant potential or actual negative Social Development Management Plan
impacts on local communities. Corporate Social Responsibility
<0z Percantage and total number of business units analyzed
for risks related to corruption.
503 Percentage of employees trained in organization’s anti-
carruption policies and procedures,
S04 Actions taken in response to incidents of corruption.
505 Public policy positions and parficipation in public policy

development and lobbying,
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S06

Total value of financial and in-kind cantributions to
political parties, paoliticians, and related institutions by
country.

507

Total number of legal actions for anti-competitive
behavior, anti-trust, and monopaoly practices and their
outcomes.

There were no such actions

Mining Sector Supplement

Profile Disclosure

Description

Commentary added to include Proportion of local workforce as

Page No.

2013 SUSTAINABILITY REPORT

Section / Direct Answer

508

Maonetary value of significant fines and total number of
non-monetary sanctions for non-compliance with laws
and regulations.

There were nosuch fines

PR1

Life cycle stages in which health and safety impacts of
products and services are assessed for improvement,
and percentage of significant products and services
categories subject to such procedures.

39

Material Stewardship

PR2

Total number of incidents of non-compliance with
regulations and voluntary codes concerning health and
safety impacts of products and services during their life
cycle, by type of cutcomes.

There were no such incidents

PR3

Type of product and service information required by
procedures and percentage of significant products and
services subject to such information requirements,

PR4

Total number of incidents of non-compliance with
regulations and voluntary codes concerning product and
service infarmation and labeling, by type of outcomes.

PRS

Practices related to customer satisfaction, including
results of surveys measuring customer satisfaction.

PR&

Programs for adherance to laws, standards, and
voluntary cades related to marketing communications,
including advertising, promotion, and spansorship.

PR7

Total number of incidents of non-compliance with
regulations and voluntary codes concerning marketing
communications, including advertising, promotion, and
sponsorship by type of outcomes.

PR&

Total number of substantiated complaints regarding
breaches of customer privacy and losses of customer
data.

PRI

Monetary value of significant fines for nan-compliance
with laws and regulations concerning the provision and
use of products and services.

EC7 — MMSS 22 Social Responsibility
well as local management
EN2 — MMSS Commentary added to clarify the scope of scrap 16 Environmental Responsibility
Commentary added to emphasize the link to resettlement and
closure activities.
EN12=MMSS Compilation added to report on biodiversity impacts of 3 Elpstire Plan
resettlement or closure.
Amount of land (owned or leased, and managed for production 18, 32, 49 ! 2
MM1 # 'o7 7 | Mine Rehabilitati
activities or extractive use) disturbed or rehabilitated. 63,74 I ISHELEEI
Rio Tuba Nickel Mining Corp.
o g o : 18, 32, 49, | Taganito Mining Corp.
EN13 — MMSS Compilation added to report on biodiversity offsets. 63, 74 Hinatuan Mirite Ears,
Cagdinao Mining Corp.
Commentary added to describe the relevance of acosystems
services. 18, 32,49, : by
ENIA--Muia Commentary added to campilation to invite reporting on €3, 74 fotiite Refrabiltition
ecosystems services and approaches,
The number and percentage of total sites identified as requiring 18 32 49
MM2 biodiversity management plans according to stated criteria, and 'O 7" | Environmental Responsibility
; . : 63,74
the number (%) of those sites with plans in place.
EN20 — MIMSS Commentary added to include mobile and stationary sources. Environmental Respansihility
All ites h EPEP pl
Total amounts of overburden, rock, tailings, and sludge and their oo DI L i
MM3 ; " in place for environmental
associated risks. i
protection
EN23 — MIMSS Comm.en.tary added to clarify the scope of splllages.. iy
Compilation added to report on the outcome of spillage incidents.
MM4 Number of strikes and lock-outs exceeding one week’s duration,
by country.
LA7 — MIMSS Commer?tary added under compilation to include a description of 42,54, 67, Health & Safety Mgmt
fatal accidents. 79
HRS — MMSS Commentary added under compilation to report how freedom of Theare were no incident of
i association policy is implemented. spillage
Total number of operations taking place in or adjacent to
MMS5 Indigenous Peoples’ territaries, and number and percentage 42 57 Corporate Social
of aperations or sites where there are formal agreements with : Responsibility
Indigenous Peoples’ communities.
SO1 — MMSS Commentary added to describe the relevance of community 43, 55, 68, Health & Safety
engagement processes. 80
Number and description of significant disputes relating to land There were no such disputes
MMe use, customary rights of local communities and Indigenous 42,57 with any of our host
Peaples. communities
The extent to which griavance mechanisms were used to Thrans Bare osiieh
MM7 resolve disputes relating to land use, customary rights of local ;
=4, ; grievances
communities and Indigenous Peoples, and the outcomes.
Number (and percentage) of company operating sites where
artisanal and small-scale mining (ASM) takes place on, or adjacent
MMS ; : ? :
to, the site; the associated risks and the actions taken to manage
and mitigate these risks.
Sites where resettlements took place, the number of househaolds
MMS resettled in each, and how their livelihoods were affected in the
process.
’ . All our sites have closure
MM10 Numhber and percentage of operations with closure plans. st
SO8 — MMSS Commentary added on judgments related to health, safety and 42,54, 67, Health & Safety
labor laws. 79
MM11 Programs and progress relating to materials stewardship. 39 Material Stewardship
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About the Report

This is the first Annual Sustainability Report to be released by
Nickel Asia. All the information included in this report are based
on data that were submitted to the corresponding government
agencies and results of regularly monitored performance reports
from each mine site.

We manage our relationships with our key stakeholders by
regularly engaging them to understand their areas of interest and
address their concerns about our operations. Although this report
does not cover all the issues of our stakeholders, it includes the
most significant programs of our companies that were initiated to
address their environmental and social concerns.

This report highlights our Environmental Protection and
Enhancement Programs (EPEP) which cover rehabilitation and
reforestation initiatives, water quality management and pollution
control projects in each of our mine sites. We have also included
our Social Development Management Plans (SDMP) in the
report, to showcase community and employee projects that were
undertaken in our areas of operation.

Report Boundary and Scope

The report covers the period of January- December 2013 and
includes the environmental and social responsibility programs of
each mine site, namely: Rio Tuba Nickel Mining Corp. (RTNMC),
Taganito Mining Corporation (TMC), Hinatuan Mining Corporation
(HMC) and Cagdianao Mining Corporation (CMC). We have
included highlights of our mines’ rehabilitation and reforestation
programs as well as projects for the local communities in the mine
sites.

Reporting Guideline & External Assurance

Our reporting is prepared in accordance with the GRI G3.1
Sustainability Reporting Guidelines, including the Mining and
Metals Sector Supplement. The GRI guidelines encourage
companies to report on practices and performance that relate to
sustainability in a manner that is transparent and uses a globally
shared framework of indicators.

In addition to the disclosure, Nickel Asia has also put its
reporting process and disclosed information through a process
of independent external assurance based on AA 1000 AS - the
International standard for assurance from AccountAbility, UK.
When completed Nickel Asia will be the first company in the
mining industry to have accomplished this feat.
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Joint Message from the
Chairman and President

We are happy to release the first
sustainability report of Nickel Asia
Corporation, which highlights the
environmental, social and economic
achievements of the company
through its subsidiaries in 2013.
As one of the leaders of the mining
industry in the Philippines, it is

our responsibility to be a steward
of the principles of sustainable
development.

We progressively rehabilitate mined-out
areas.

Our environmental programs are developed
and implemented through Environmental
Protection and Enhancement Programs (EPEP),
which focus heavily on the rehabilitation of
mined-out sites at all our mining subsidiaries.
These rehabilitation efforts have resulted in
sustainably managed forests that are home
to far better vegetation than they were when
we first began operations, because of the
mineralized nature of the soil.

We regreen areas outside our mine sites.
As part of the National Greening Program,
reforestation activities are also done

outside of the mining areas in all of our
mining operations. Employees and the local
community come together to accomplish this
objective.

In Rio Tuba alone, over one million trees have
been planted in 622.92 hectares as part of
these rehabilitation and reforestation efforts.
Other mine sites engage in parallel efforts to
achieve similar results.

We take water quality management very
seriously.

Each minesite is adequately provided with silt
control facilities (drainage canal, silt sumps,
series of silt catchment ponds) which are
frequently desilted and effluent discharge are
regularly monitor to check conformity with
DENR Standard. No resource is wasted as clear
water from the silt ponds are re-use for dust
mitigation and watering tree planting areas.
Our mining subsidiaries have also provided
water systems for its communities, enabling
families to have access to clean potable water.

Our SDMP and CSR programs focus on the
needs of the communities we touch.

These communities also benefit from

other social responsibility projects of our
subsidiaries, carried out through their
respective Social Development Management
Plans (SDMP) and Corporate Social
Responsibility (CSR) activities. Through SDMP,
all NAC subsidiaries collaborate with their
communities to create a list of priority projects
that will be implemented within 5 years.
Funding for SDMP is set by each mine site
annually, and according to law. CSR activities,
on the other hand, are implemented depending
on specific local needs outside of the areas
covered by SDMP programs. Projects under
CSR are focused on education, livelihood,
infrastructure and Indigenous People (IPs).

Our Employees' Health and Safety is a
priority.

Like our impact area communities, our
employees likewise benefit from NAC's social
responsibility programs. Safety policies are
implemented and followed in each mine
through Central Safety and Health Committees
formed by employees at each site. Health

and safety seminars are also conducted to
provide workers with information to avoid and/
or reduce accidents in the workplace. They

are also provided with the proper equipment
to ensure that they are protected from any

risks and hazards in the mine sites. These are
just a few of the many employee programs
that enable NAC's subsidiaries to maintain a
high level of workplace safety in their mining
operations.

We respect and protect employees’ rights.
To protect the rights of rank and file employees,
mine site employees are given permission to be
represented by their Unions and are covered by
their respective Collective Bargaining Agreements
(CBA). Generally, collective bargaining agreements
have terms of 5 years (with a provision for wage
renegotiation after 3 years).

We have plans for the end of mine-life.

We have also developed decommissioning
plans for each mine site, for implementation
once mining operations have ended. These
plans will be used as a guide in restoring and/
or converting mine sites and the surrounding
areas into alternative and productive land uses.
The plans also ensure that alternative skills
and sustainable livelihood opportunities are
provided to the mine employees including their
dependents and to the host and neighboring
communities.

During decommissioning and after mine
closure, monitoring and maintenance shall be
continued until such a time that rehabilitation
criteria has been successfully achieved as
determined by the Mines and Geosciences
Bureau.

We sell more even in the face of weaker
metal prices.

With respect to the economic performance

of the company, NAC was able to generate
total revenue of PhP 11,109.5 million in 2013
from ore sales. While this is 4% lower than the
figures for 2012, this was due mainly to the

decrease in nickel prices, despite a higher sales

volume achieved and the depreciation of the
Philippine peso against the US dollar.

Acknowledgement

We thank the managerial and technical teams
and the workforce in all our mine sites for
another year of dedication and hard work. We
are grateful for all the accomplishments that
we have achieved, while maintaining safe and
environmentally sound operations, throughout
2013.

We look forward to 2014, for another
year of continuous sustainable
growth.

v

Manuel B. Zamora, Jr. Gerard H. Brimo,
Chairman President and CEO
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Nickel Asia Corporation

Nickel Asia Corporation (NAC) is the Philippines’ largest producer of
lateritic nickel ore and one of the largest in the world. We have a long
operating history, starting with the sale of ore in 1977 from our first mine
in Rio Tuba. Since then, we have expanded to four mine sites and have
sold a total of 96 million tonnes of limonite and saprolite ore.

We export both saprolite and limonite ore to customers in Japan and
China. Our customers use our ore for the production of ferronickel

and nickel pig iron, both used to produce stainless steel, and for the
production of pig iron used for carbon steel. We are also the exclusive
supplier of limonite ore from our Rio Tuba mine to the country's first
hydrometallurgical nickel processing plant, Coral Bay, where we have a
10% equity interest. Coral Bay became operational in 2005 and currently
operates at a capacity of 24,000 tonnes of contained nickel and 1,500
tonnes of contained cobalt per year in the form of a mixed nickel-cobalt
sulfide. It has proven to be the world's most efficient facility using the
high-pressure acid leach (HPAL) process.

In 2010 we made an investment of PhP 4.4 Billion for a 22.5% equity
interest in the country's second hydrometallurgical nickel processing
plant under Taganito HPAL Nickel Corporation. The plant started its
commercial operation in October 2013, with a capacity of 30,000 tonnes
of contained nickel and 2,600 tonnes of contained cobalt per year. Our
Taganito mine supplies all of the limonite ore for the plant. At a total
project cost of USS 1.7 Billion, the plant represents the single largest
investment in the Philippine minerals sector.

Apart from our four operating mines, we have five properties in various
stages of exploration for nickel. In November 2010 we concluded the
purchase of Cordillera Exploration Co., Inc. from Anglo-American with
four properties in the Central Cordilleras of northern Luzon that are
prospective for gold and copper. The purchase marks our first step in our
vision to become a diversified mineral resource company . In November
2011, Sumitomo Metal Mining Co., Ltd., acquired 25% equity in the
company with an option to purchase additional shares to increase its
total equity to 40%.

We are focused on growth. At the same time we take our responsibilities
towards safety, environmental protection and community relations

and development seriously. Our efforts in these fields have resulted in
numerous awards receive over the years during the annual Presidential
Mineral Industry Environmental Awards. We believe that sustainable
development is the only way forward for any mining operation and

we exert great effort to achieve its principles. We are committed to
responsible mining and to running every facet of our operations in a
world-class manner.
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Corporate Objective

We are focused on growth. At the same time, we take our responsibilities
toward safety, environmental protection and community relations and
development seriously. We believe that sustainable development is the only
way forward for any mining operation and we exert great effort to achieve its
principles. We are committed to responsible mining and to running every facet
of our operations in a world-class manner.

Vision

To be a world-class diversified mineral resource company that has
exemplary relationships with all stakeholders.

Mission Statement

Using best global industry practices, we are committed in

« Optimizing our current operations;
« Exploring and developing additional deposits for nickel and other
minerals to sustain our growth;
+ Delivering to our customers quality mineral products in a timely manner;
* Nurturing our employees and providing a safe and healthy workplace for
them to achieve their full potential,
+ Uplifting the quality of life of our host communities;
+ Protecting the environment in all our operations; and
+ Adopting the highest standards of corporate governance.

Core Values

Competence
Efficiency
Responsibility to all stakeholders
Teamwork
Integrity and honesty
Financial growth

Dedication
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Nickel Mining and Exploration

Rio Tuba Nickel Mining
Corporation (RTNMC)

I 990

Taganito Mining
Corporation (TMC)

I  65%
I 4,362

Cagdianao Mining
Corporation (CMC)

I 100%
I 6387

Hinatuan Mining
Corporation (HMC)

I 100%
I 74

2

Hl 16

B % of Ownership

[ Coverage (Hectares)

Incorporated in 1969 to develop nickel ore deposits
Granted rights over Rio Tuba Property in 1970
Commenced mining in 1975

Made first commercial shipment in 1977

Incorporated in 1987
First commercial shipment made in 1989

Incorporated in 1997
Acquired right to operate in 1998

Incorporated in 1979
Developed in 1981
First commercial shipment made in 1982

Expanded in 1983
Temporary suspension of operations from
2002-2003 due to low prices

B Mine Life (Years) - Saprolite
[ Mine Life (Years) - Limonite

Downstream Processing Copper and Gold Exploration

Coral Bay Nickel Cordillera Exploration
Corporation Company, Inc.

Taganito HPAL

Nickel Corporation

N 22.5%
Location Cagdianao mine
Dinagat Island, northern tip
Nickel Asia of Mindanao Island

corporate office
Bonifacio Global City,
Taguig City,

Metro Manila

Tagana-an mine
Hinatuan Island,
approximately 25km
east of Surigao City
(Northern end of

Rio Tuba mine Mindanao)
Bataraza, near the _ _
southern tip of Taganito mine
Palawan Surigao del Norte,

north-east corner of
Mindanao Island
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Products and Services

All our mine sites use a low-cost open pit mining method. Since limonite and saprolite deposits

are only about 5 to 30 meters thick from the surface, the mining process only requires the use of
excavators, tractors and dump trucks and does not use specialized equipments, explosives, chemicals
or complex waste handling. Rehabilitation of the mined-out areas is a simple and straightforward
process because the mine pits are shallow.

The ore stockpile areas are also located near tidewater loading areas, enabling easy hauling to barges.

Mining process

Sources and Availability of Raw Materials and Supplies

NAC sources its supplies, including diesel fuel, tires and spare parts for mining equipment, from
reliable third party suppliers to ensure the quality of these materials. Our diesel and aviation fuel and
lubricants are bought from Petron Corporation, while heavy mining equipment, such as trucks and
excavators, from four manufacturers, Volvo, Isuzu, Caterpillar and Komatsu, through their Philippine
distributors. In addition, we lease LCTs for use at our mine sites during the shipping season.

Open Pit mining process

_ : A Mineral Production Sharing
Our company believes in its key strength, which is: Profitability underpinned by low cost production. Since the start of our operations, Agreement (M PSA) is an agreement

This is the foundation of our business, wherein we are able to operate profitably through the h deli q .
commodity price cycle because of our low costs. We rank favorably in terms of mining costs when WE have deliverea over by which the Government grants the

compared to other nickel mining companies. There are a number of factors that account for our low 96 million wet metric tonnes contractor exclusive rights to conduct
usually 25 years.

+  We benefit from favorable geologic conditions in all of our four mines. Our lateritic nickel
deposits are near-surface, blanket-like layered deposits with minimal overburden and generally
5 to 30 meters thick. This enables us to conduct simple open-pit mining using trucks and
loaders without blasting and the use of chemicals or complex waste handling.

+  We were able to utilize, what were by-products of our mining operations namely: limonite ore As of December 31. 2013. our mines had reserves+* of:
and low-grade saprolite ore by finding customers who are in need of these materials. ' ' '

« On average, the nickel deposits in our four operating mines are located within three to o
seven kilometers from the applicable tidewater loading area, enabling easy hauling and Estimated saprolite ore - 119.6 million WMT with an average grade of 1.50% nickel
transportation using barges and landing craft transport (“LCTs") to our customers' ships. We
own 9 LCTs and 5 barges. A

° Estimated limonite ore (including stockpiles) - 249.7 million WMT with an average

Because our lateritic nickel deposits are near surface and relatively shallow, the rehabilitation of grade of 1.09% nickel

our mining areas is a straightforward process. The process generally involves re-contouring of the

mined areas, replacing the overburden and planting foliage.

*Each case as estimated in accordance with the Philippine Mineral Reporting Code (PMRC)

10 11
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Our ores are sold to multiple customers, who use them to produce intermediate products, to
manufacture stainless steel and produce nickel cathodes.

Exploration and Development

NAC covers a wide area of exploration properties and an exploration program encompassing:
Our major customers are:

1. Brownfield exploration- consisting of work at our existing operations to extend resources and

12

Pacific Metals Co. Ltd. (PAMCO):

Largest ferronickel producer in Japan

Buyer of high-grade and low-grade saprolite ore
under long-term supply agreements

Sales
Breakdown ( in thousand WHT)

to upgrade resources to reserves; and

2. Greenfield exploration, which involves exploring and delineating nickel lateritic deposits in our

existing properties.

We own more than one hundred (100) drilling units that have been designed specifically for drilling

near surface lateritic deposits in a quick and economical manner. We also have an experienced

Sumitomo Metal Mining Co., Ltd. (SMM): . 3,594.20 pool of geologists and laboratories at each of our mine site to assess samples as required.
Japan-based refiner of copper, gold, nickel, and zinc 4,279.50 26%
Buyer of high-grade and low-grade saprolite ore 30% S f lorati .
under long-term supply agreements. ummary of our exploration properties:
Chi t ) Bulanjao: Location:
linese cus omel_’s. _ . Total area of 3,604.5 hectares Palawan Island

:rlmary customers: DH Kingstone and Baosteel 6,124.70 Conducted step-out drilling throughout the length of the Central Bulanjao

esources d it Ownership:

. . 44% sl P

Buyers of low-grade saprolite and both high- and ? Extracted 7.5 million WMT of saprolite ore with an average grade of 1.88% nickel =~ RTNMC
low-grade limonite ore and 19.2 million WMT of limonite ore with an average grade of 1.01% nickel
Ore is mainly used to produce Nickel Pig Iron
and Pig Iron Kepha: Location:

Coral Bay Nickel Corporation (CBNC):

Saprolite Ore to Japanese &
Chinese Customers

Total area of 6,980.75 hectares
Rights to the property are governed by an operating entered into in February

Surigao del Norte

Buyer of low-grade limonite ore from RTNMC 2007 with Kepha Mining Exploration Corp. (KMEC) Ownership:
Under a long-term supply agreement Limonite Ore to Chinese ﬁgg!}l(;‘;g?e?r renewal of the Exploration Permit for the Kepha Property has TMC
) i ) Customers Follow-up exploration work and drilling conducted in early 2013
Taganito HPAL Nickel Corporation (THNC):
Buyer of low-grade limonite ore from Taganito mine Limonite Ore to CBNC and THNC La Salle: Location:

Under a long-term supply agreement

Total area of 2,234 hectares
Rights to the property are governed by an operating agreement entered into with

Surigao del Norte

Ludgoron:

+ Total area of 3,248.06 hectares
Rights to the property are governed by an operating agreement entered into in
August 2007 with Ludgoron Mining Corp. (LMC)

La Salle Mining Exploration Company (LSMEC) in December 2006 Ownership:
Found a nickel lateritic deposit on the southwestern portion of the property and TMC
Nickel Ore Sales (in thousand WMT) intend to conduct further exploration work on this deposit
Location:

Province Surigao
del Norte and
Surigao del Sur

3'333/'9 2,636.7 RTNMC Conducted geological reconnaissance on the property in 2008 _

? 23% Drilled 92 holes with an aggregate length of 1,071 meters in the identified Ownership:
5774.4 5 626.4 lateritic zones T™C
' ' ! . T™MC

888.8 41% 1,085.6 48% Boa: Location:

6% 9% Covered by a separate MPSA Province of
CMC 167 drill holes intended to be drilled by third quarter of 2012, but due to the Dinagat Island

3,893.1 2,381.5 delayed issuance of the tenement's permit for extension of exploration period, _

28% 20% HMC there were still no exploration activities done in the area 8méer3hlpi

2013

2012
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Corporate Governance

The Company adopted its Manual on Corporate Governance (the “Manual”) on June 16, 2010 and the
amendments thereto on March 25, 2011, so as to incorporate certain mandatory provisions of the
Revised Code of Corporate Governance. The Amended Manual was submitted to the SEC on March
31, 2011.

The Company is committed to the principles of sound corporate governance and believes that it is

a necessary component of what constitutes sound strategic business investment. The Amended
Manual has institutionalized the principles of good corporate governance within the Company and
embodies the framework of rules, systems and processes that governs the performance of the BOD and
Management of their respective duties and responsibilities to the shareholders.

The Company has substantially complied with its Manual of Corporate Governance and there has been
no deviation from the same.

The Board

The BOD is primarily responsible for the governance of the Company and shall provide the policies for
the accomplishment of the corporate objectives, including the means by which to effectively monitor
Management's performance. It is the BOD's responsibility to foster the long-term success of the
Company and to sustain its competitiveness and profitability in a manner consistent with its corporate
objectives and the best interest of its stockholders. The Company's BOD is comprised of nine (9)
Directors, with two (2) being Independent Directors.

... . . Meetings

Position Gender Nationality attended
Executive Director, Chairman Male Filipino 6/6 (100%)
Executive Director, President
and Male Filipino 6/6 (100%)
Chief Executive Officer
Executive Director, A o
Vice-Chairman Male Filipino 5/6 (83%)
Non-Executive Director Male Filipino 5/6 (83%)
Non-Executive Director Male Japanese 6/6 (100%)
Non-Executive Director Male Japanese 5/6 (83%)
Executive Director, Senior
Vice President for Marketing Male Filipino 2/2 (100%)
and Strategic Planning
Independent Director Male Filipino 6/6 (100%)
Independent Director Male Filipino 6/6 (100%)

* Elected as executive director on July 30, 2013

Board Committees

Audit & Risk Committee

The Audit and Risk Committee is responsible for
assisting the Board in its fiduciary responsibilities by
providing an independent and objective assurance to
our management and shareholders of the continuous
improvement of our risk management systems,
business operations, and the proper safeguarding
and use of our resources and assets. The Audit and
Risk Committee provides a general evaluation and
assistance in the overall improvement of our risk
management, control and governance processes.

« Assist the Board in the performance of its
oversight responsibility for the financial reporting
process, system of internal control, audit process
and monitoring of compliance with applicable
laws, rules and regulations.

+ Provide oversight over Management's activities
in managing credit, market, liquidity, operational,
legal and other risks of the Company.

« Perform oversight functions over the Company's
internal and external auditors.

* Review the annual internal audit plan to ensure its
conformity with the objectives of the Company.

*  Prior to the commencement of the audit, discuss
with the external auditor the nature, scope
and expenses of the audit, and ensure proper
coordination if more than one audit firm is
involved in the activity to secure proper coverage
and minimize duplication of efforts.

+ Organize an internal audit department and
consider the appointment of an independent
internal auditor and the terms and conditions of
its engagement and removal.

+ Monitor and evaluate the adequacy and
effectiveness of the Company's internal control
system, including financial reporting control and
information technology security.

* Review the reports submitted by the internal and
external auditors and financial statements.

« Coordinate, monitor and facilitate compliance with
laws, rules and regulations.

« Evaluate and determine the non-audit work, if any,
of the external auditor, and review periodically the
non-audit fees paid to the external auditor.

« Establish and identify the reporting line of the
internal auditor to enable him to properly fulfill his
duties and responsibilities.

Committee Members

Position in Committee Director
Chairman Fredrick Y. Dy
Member Gerard H. Brimo
Member Takanori Fujimura

2013 SUSTAINABILITY REPORT

Nomination Committee

The Nomination Committee is responsible for
providing shareholders with an independent and
objective evaluation of and assurance that the
members of its Board are competent and will
foster the Company's long-term success and
secure our competitiveness.

« Review and evaluate the qualifications
of all persons nominated to be a director
of the Company and of all nominees to
other positions in the Company requiring
appointment by the Board; and

+ Assess the effectiveness of the Board's
processes and procedures in the election or
replacement of directors.

Committee Members

Position in Committee Director
Chairman Manuel B. Zamora Jr.
Member Takeshi Kubota
Member Fulgencio S. Factoran, Jr.

Compensation Committee

The Compensation Committee is responsible
for establishment of formal and transparent
procedures for developing policy on
remuneration of Directors and officers to ensure
that their compensation is consistent with the
Company's culture, strategy and the business
environment in which it operates.

Committee Members

Position in Committee Director
Chairman Manuel B. Zamora Jr.
Member Gerard H. Brimo
Member Fredrick Y. Dy

Note - Details of NAC Corporate Governance can be found in
2013 Annual Report.
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NAC is committed to following

best practices in managing the
environmental impacts of its
operations. We use progressive
rehabilitation of mine sites

to restore, if not improve, the
environment to its pre mining
condition.
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Rehabilitation

In line with our commitment to maintain a sustainable environment
in its areas of operation and abide by the Philippine Mining Act of
1995, NAC regularly conducts onsite environmental assessment to
ensure that all its subsidiaries are strictly implementing progressive
rehabilitation within standard set by regulatory agencies.

The process begins with re-contouring, backfilling and leveling

the land. After this, the area is covered with top soil and other soil
amelioration strategies to provide fertile ground for planting. We
follow the "sequential planting method" wherein we fiorst plant
fast growing species to create vegetative cover within 12-18
months, thereafter to enable the planting of other species. Another
successful method used is by utilizing large planting materials
which resulted to more than 90% survival and high growth rate.

Creating a biodiversity area with varied species of vegetation
including native fruit bearings trees will eventually be a source of
food for a variety of wildlife species that will aid in rehabilitating
mine affected areas by way of succession and regeneration. The
rehabilitation effort is managed by our expert foresters with the
help from indigenous peoples (IPs) from the locality, and we have
demonstrated that a totally mined out area can be significantly re
vegetated in just 12-18 months.

The end result is a sustainably managed forest far better than the
stunted vegetation there before, because of the mineralized nature
of the soil.

PhP 130.9 million

provision allotted for mine rehabilitation
and decommissioning, as of December
2013

As a means of restoring the disturbed areas from mining operations,
NAC requires each mine site to create a decommissioning/ closure
plan. The closure plan includes the process in which mined-out
areas will be rehabilitated and monitored, until the rehabilitation
criteria set by MGB are successfully satisfied. The program for

final rehabilitation and decommissioning includes social package
which include livelihood components for the host communities
and the affected employees of our companies. The four operating
subsidiaries have already developed their respective plans for
review and approval of the MGB.

Mine Rehabilitation vs.
Reforestation: What is
the Difference?

Mine Rehabilitation
areas are mine

pits that have

been declared as
mined out by the
operation. These
areas are backfilled
and reshaped, in

preparation for tree-
planting.

Reforested areas,

on the other hand,

are disturbed areas
(not necessarily
mining areas) that
are enhanced through
reforestation and
usually do not include
backfilling and
reshaping.

1.33 million 1,271 hectares

Total Seedlings Planted Total Area Rehabilited / Reforestated



2013 SUSTAINABILITY REPORT

NICKEL ASIA CORPORATION

Our communities and

employees are integral parts
of our Company. We ensure
the protection of their welfare
and the improvement of the
quality of their lives through
our social responsibility
programs.
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NAC complies with the government standards on the wages and labor practices in the Philippine
CSR Guidelines mining industry. Labor conditions, including wages and benefits, are governed by Collective
Bargaining Agreements (“CBA") negotiated at the mine level. Rank and file employees in each mine
site are represented by their respective labor unions. Generally, CBAs have terms of 5 years (with a

NAC's CSR Program is anchored on 2 central elements: - -
provision for wage renegotiation after 3 years).

1. Community Partnership and Relationship Building
a. Establishing and maintaining positive relationships with communities by having
them as partners for community development and nation building J i i i i
b. Partnership building with communities (both social and environmental) — HMC's CBA Is bemg negOt|ated for the 5 year perlod
community as essential partners and not as mere beneficiaries

c. Community serving as the primary protector of the company through strong CBAs of RTNMC and CMC shall be negotiated for remaining 2 years

partnership and relationship
2. Leadership TMC's CBA has been agreed upon for final 2 years
a. Top management strongly supports the company's CSR initiatives
b. Social Investment —going beyond compliance and considering CSR not as an
additional cost but as an investment

Employees ) )

ploy Risks Related to the Business and Industry
As of December 31, 2013, NAC approximately has 1,484 employees. Of this number, 623 are
employed in mining operations, while 130 are engaged in various maintenance and ancillary
functions and 731 are in administrative, technical and professional roles, including senior
management.

Our operations are prone to terrorist attacks and other insurgent atrocities due to the location

of mine sites. NAC ensures the safety of its communities and employees by working with the
government and tapping all available resources that may help prevent, or at the very least, reduce
terror-related incidents.

The table below shows the distribution of our workforce (full time regular employees only at the minesite): . , ,
Each mining operation also employs a safety team under an accredited safety officer to

Head Office promulgate safety measures and procedures and to ensure that these are followed. Training
Senior Management 12 1 = 2 1 = = = 16
Managers 9 1 2 3 2 2 - - 19
Spare = s . ; ] s - On October 3, 2011, around 200 armed insurgents occupied the TMC mine
Total as| 11| 10| 18 16 10 2 1 13 site and destroyed, among others, equipment, building structures, materials
Minesite and gu_pplle_s by setting them on fire. Accountm_g, personnel, Iaboratgr_y and
59 administrative records were destroyed. Approximately PhP 239.5 million
T worth of damages were sustained. Fortunately, no life or imb was lost. In
1 245 response to the incident, security was increased, not just in TMC, but all
203 our mine sites. This was done in close coordination with the Armed Forces
5,097 of the Philippines tapping the services of the Special Citizen Armed Forces

Each mine site also provides work opportunities for the communities. The table below shows Geographlcal Unit Active AUX’I'ary Companies.

a breakdown of the workforce (full time, contractual, probationary and casual) hired from the local

communities in each area of operation: _ . . .
P NAC expends significant financial and managerial resources to comply with a complex set of

environmental, health and safety laws, regulations, guidelines and laws drawn from a number of

Manpower from Local community Indigenous People (IPs) different jurisdictions. Our facilities operate under various operating and environmental permits,
25 licenses and approvals to satisfy these conditions. Failure to meet these conditions could result
155 in interruption or closure of exploration, development or mining operations or material fines or
_ penalties.
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NAC remains focused on
sustainable growth and
achieving targets that are
set each year. This is done
through our investments

in downstream processing,
and the expansion of nickel
resources and reserve base
through exploration in our
existing properties.

2012 (million PhP)

11606.9
7.458.0
235.0
31203
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Services and Others

Our revenue from services and others was PhP 634.0 million in 2013. This largely consisted of
payments made to us in consideration for hauling, manpower and other ancillary services that
RTNMC and TMC provides to CBNC and THNC, respectively, and usage fees charged by TMC to
THNC for the use of its pier facility.

Financial Position

Total assets amounted to PhP 28,913.5 million for 2013. Current assets increased to PhP 14,601.0
million in the same year due mainly to the increase in cash and cash equivalents, from PhP 9,263.5
million to PhP 10,234.3 million, and available-for-sale (AFS) financial assets, from PhP 1,086.1
million to PhP 1,257.4 million.

Noncurrent assets also increased to PhP 14,312.5 million due to increase in property and equipment
from PhP 5,949.9 million to PhP 6,585.8 million, consisting mostly of acquisitions of various tractors,
dump trucks and conveyor belt.

Total current liabilities increased to PhP 1,309.0 million which was attributable mainly to increase in
trade and other payables from PhP 864.0 million to PhP 928.1 million.

Total noncurrent liabilities increased to PhP 2,392.8 million from PhP 2,321.8 million as a result

of the remeasurement of pension liability in compliance with the revised standard on employee
benefits which requires immediate recognition of all past service cost in profit or loss in the period
they occur and recognition of all actuarial gains or losses in income.

Equity - net of non-controlling interests increased to PhP 20,490.1 million as at year ended 2013
from PhP 18,876.4 million as at year ended 2012 due to net earnings in 2013.

2013 SUSTAINABILITY REPORT

Stakeholder Management

Our stakeholder management process helps us to gain, maintain and
create positive and long-term relationships with all our stakeholders
to ensure the continuous development of our business. It is the basis
of engaging key stakeholders, wherein we identify their issues and
concerns and develop plans and programs to address them.

Our key stakeholders are categorized as national and local level
stakeholder. The national level covers the national government,
mainstream media and the NGOs. The local level, on the other hand,
covers key LGU officials, local media, local NGOs, employees and the
communities.

In addressing the concerns of the National and Local Government, NAC
consistently complies with the laws and policies that they have set, in
relation to mining activities. The Company also regularly monitors these
activities and updates the national government to assure that daily
operations are carried out with much consideration to the environmental,
social and economic impact of the Company.

Non-Government Organizations (NGOs) are also considered as a key
stakeholder of NAC as they play an integral part in the promotion of
sustainable and social development of communities in NAC's areas of
operation. The Company takes every opportunity to inform NGOs about
the developments of each mine site, and partner with them in providing
support to the host communities.

Media is regularly updated about the activities of the Company. This
also acts as a means of information dissemination to the general public.
When necessary, NAC conducts one on one engagements and site visits,
so that media can get a better idea of the activities of our companies.

Our employees are major shareholders in our Company. We provide
them with the proper benefits and programs to guarantee a healthy and
safe working environment and ensure that their professional growth is
enhanced through trainings and seminars. Our rank and file employees
are also covered by their respective Collective Bargaining Agreements
(CBAs) in accordance with Philippine Labor Laws.

Each mine site of NAC has developed a Social Development Management
Plan (SDMP) for their respective communities. The SDMP has a set of
programs for each community, that aims to address issues in relation to
the education, infrastructure, livelihood, environmental and other social
concerns of residents. Through these programs we have built villages

for our Indigenous People in Rio Tuba and Taganito, with the help of
Gawad Kalinga Foundation and provided families with work and self-
sustained food through our “Food for Work" program. We have also built
and repaired bridges and roads so that communities will have easier and
faster access for their businesses.
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Rio Tuba
Nickel Mining
orporation

Rio Tuba Nickel Mining Corporation (RTNMC) was the first operational minesite of NAC, established
in 1975. It operates in Bataraza, Palawan, covering an area of 990 h.a., with 276.41 hectares of
rehabilitated area. The Environmental Compliance Certificate (ECC) of RTNMC was issued on
December 11, 1997, and received by the company on January 17, 1998. Its Mineral Production
Sharing Agreement (MPSA) was also issued in 1998, and is valid until 2023 (25 years). NAC has 60%
ownership of RTNMC.

RTNMC's revenue for sale of nickel ore was PhP 3,035.8 million, selling an aggregate 5,774.4
thousand WMT of nickel ore. The volume of saprolite ore sold decreased by 546.6 thousand WMT
while limonite ore increased by 53.7 thousand WMT.
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Environmental Responsibility

RTNMC adheres to NAC's mission to protect the environment within its areas of operation. This is done
through programs covering, mine rehabilitation and reforestation, pollution control, waste management,
and by following mining laws imposed by the local and national government.

Under the company's MPSA, it is required to secure an Environmental Compliance Certificate (ECC),
and Environmental Protection and Enhancement Program (EPEP), allocating at least ten percent (10%)
of its total project cost for its initial environment related capital expenditures, but this may be adjusted
depending on the nature and scale of operations and technology to be employed in the Contract Area.
RTNMC is required to submit an annual EPEP every year, wherein the company allocates three to five
percent (3-5%) of its direct mining and milling cost. It is also mandatory for RTNMC to establish a Mine
Rehabilitation Fund based on the financial requirements of the EPEP.

The EPEP of RTNMC includes its plans on environmental protection, enhancement and rehabilitation
of affected areas up to the eventual cessation of activities. In the Philippines, RTNMC has one of the
highest budgetary cost and expenses for its EPEP, among mining companies.

Expenditure Per Environmental Programs (2013) A(r;o:}::loP:)P
Tree Planting / Reforestation Projects 4.8
Mine Rehabilitation 14.6
Silt Control Projects 10.7
Dust Emission Control Projects 7.7
Heavy Metal Control Projects 0.5
Wastewater Treatment/Control Projects 0.6
Solid Waste Disposal Project 0.7
IEC and Monitoring 6.4
AEPEP Activities 38.9
Others 8.4

SUB-TOTAL 93.7

GOTOK QUARRY
Tree Planting / Reforestation 0.1
Dust Emission Control Projects 0.2
Others 2.5

SUB-TOTAL 2.8
TOTAL

RTNMC abides by the Strategic Environmental Plan for Palawan Act
(Republic Act No. 7611), which prohibits operations within an area of 144
hectares, classified as “core zone". These areas are required to be fully
and strictly protected and maintained free of human disruption. Included

in the “core zone" are all types of natural forest, areas above 1,000 meters
elevation, peaks of mountains or other areas with very steep gradients, and
endangered habitats and habitats of endangered and rare species.

Water quality monitoring test
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RTNMC implements its environmental programs through the Mine Environmental Protection and
Enhancement Office (MEPEO), which is divided into: Mine Rehabilitation and Reforestation Unit
(MRRU) and Pollution Control Office (PCO). Both units have initiatives focused on addressing the
impact that mining operations may have on the environment around the mining areas.

Environmental
Impacts of Mining

1. Mine Rehabilitation | Deforestation /
and Reforestation
Unit (MRRU)

Excavation

Siltation

Soil Erosion

Hazardous wastes

2. Pollution Control Office” | Oil and grease
contamination of

water bodies

Air and Water
contaminations

Mitigations / Initiatives

Surface preparation and rehabilitation of mined-out areas,
cloning, planting of large planting materials and endemic
tree species. Provision of nursery. Conversion of mine pits
into “palay-isdaan” area. Likewise, rehabilitation of non-
mineralized areas and national greening programs.

Desilting of ponds and monitoring of SCS's.

Watering haul road regularly, wind breaker

Covering stockpiles with coconets, drainage systems,
slope re-vegetation of vetiver grasses.

Construction of Haz waste Extension Building

Construction of oil-water separators

Conduct monthly noise level monitoring at different
stations

Conduct monthly air and water samplings at different
stations
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MINE REHABILITATION

The MRRU of RTNMC is in charge of conducting a comprehensive and progressive rehabilitation
program, in coordination with the Protected Areas and Wildlife Bureau (PAWB) and Department
of Environment and Natural Resources (DENR), within and around the surrounding areas of its
minesites.

In the rehabilitation process, RTNMC uses the top soil, mostly coming from in situ materials,
recovered from clearing operations. Once the top soil has settled, this is where tree seedlings are
planted and cultivated. To help the process, RTNMC also conducts enrichment planting, wherein
additional seedlings are planted to address the disturbance of the soil.

Experts in the field of rehabilitation were also hired to strengthen the rehabilitation program. A clonal
laboratory (research facility for cloning plants) and other tree and plant propagation measures were
supported by RTNMC to accelerate the rehabilitation process.

32

REFORESTATION

Outside of the mined-out sites, RTNMC conducts
reforestation activities in disturbed areas (areas
indirectly affected by mining operations). In
coordination with DENR, the Local Government Units
(LGUs) and Non-Government Organizations (NGOs),
RTNMC performed enrichment planting in nearby and
affected mangrove areas to enhance the protective
and productive capacities of the ecosystem.

RTNMC also initiated the reforestation of several
patches of mangrove areas along Rio Tuba River,
previously affected by illegal logging. From 2001-
2004, around 2.5 hectares were reforested. Enrichment
planting was also conducted along Rio Tuba River,
with more than 2,000 Nipa seedlings being planted to
substitute for the destroyed mangrove trees.

The rehabilitation and reforestation efforts have
resulted in approximately 33% of formerly mined out
areas rehabilitated/ reforested, with 45% currently
being used for other purposes such as tailings pond,
ore stockpiles, etc. leaving a balance of 22% still due
for reforestation.

85.52 hectares of
totally mined out

areas were completely
rehabilitated. Outside of
the mine area of RTNMC,

a total of 537.4

hectares have been
completely reforested

A total of 1.33 million
seedlings/trees were
planted.

The areas that are not rehabilitated, which total 363.02 hectares, are currently used for:

CBNC tailings dam and pond (No.1 &2)  185.67 hectares
HPAL plant 22.49 hectares
Ore stockpiles 61.47 hectares
Road network 25.46 hectares
Solar drying areas 18.61 hectares
Ash pit 8.18 hectares
Sanitary landfill 4.60 hectares
Unrehabilitated/rocky portion 34.60 hectares
Unichamp plant 2 hectares

Rehabilitated area

A Mine Rehabilitation and/or Decommissioning Plan (MRDP) meeting
was held with stakeholders within the affected area to discuss

recommendations on how the area will be rehabilitated. Suggestions and
comments were considered in crafting the EPEP of RTNMC, which was
submitted to the DENR Regional Office and EMB for review and approval.

The rehabilitation and reforestation efforts of RTNMC also involves the protection of biodiversity in
and around the mine-sites. Protected areas and policies were established by RTNMC to preserve the
habitat of wildlife in areas near the RTNMC mines.

One such area is the Ursula Island Game Refuge and Bird Sanctuary, which is protected and
managed by managed by PAMB together with RTNMC and DENR, Protected Area and Management
Board of Ursula, LGUs of Bataraza and Rio Tuba, and CBNC. The company provides support by
managing the plants and animals inhabiting the area through regular monitoring activities that
ensure the island is in good condition and to prevent any human activities from affecting the island.

Forested areas that are still untapped by mining operations are also protected actively by RTNMC.
Fruit bearing trees were planted around the periphery of mine pits to benefit wildlife species. These
buffer zones were setup in strategic places to provide temporary shelters or habitat for the existing
wildlife species in the area.

To safeguard wildlife within the mining claims, RTNMC created a policy to prohibit hunting.

Private company security guards were dispatched around the periphery of mining claims to keep
the area safe from intruders who are hunting endemic, threatened or endangered species. The
company provides monthly Information, Education and Communication (IEC) materials that include
information and a list of threatened/endangered species.
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Other measures were created by RTNMC to manage and mitigate any impacts on the environment,
caused by the operations of the company:

Impacts

Loss of top soil

Soil erosion

Soil degradation

Change in landform

Contamination of soil
and water resources
with oil, grease and
heavy metals

Generation of solid
waste

Increase in surface
run-off and flash
floods

Loss of flora and fauna

Wildlife species
displacement

Increase in _
concentration of air
pollutants

Dust generation

Environmental Management Measures

Minimization of extensive ground works

Utilization of topsoil to rehabilitate open and burdened areas

Keeping stockpiles with moderate slope to minimize erosion

Use of engineering structures and vegetative means to stabilize slopes of
stockpiles

Revegetation of disturbed areas

Installation of sediment traps

Installation of erosion plots

Close monitoring of ground works only to the specified locations

Proper installation of water drainage structure

Proper scheduling of hauling activities to minimize soil compaction on
unpaved roads

Maintenance of vegetation cover in the designated buffer zones and in the
peripheries of roads and mine pits

Rehabilitation of mined-out areas

Proper fuel and lube material handling and maintenance of vehicles and heavy
equipment

Implementation of Solid Waste Management Program

Proper design and construction of roads and drainage channels

Regular monitoring of drainage facilities especially during rainy season

Regular desilting of silt ponds

Maintenance and operation of drainage canals and sediment control
structures

Inventory of flora and fauna species

Rehabilitation of mined-out areas

Conduct of rehabilitation programs

Retaining a protection forest and establishment of buffer zone

Maintenance of vegetation in the peripheries of the mining areas

Proper maintenance of motor vehicles and heavy equipment

Regular water sprinkling along exposed areas especially during dry seasons

Limiting the speed of vehicles

Covering haulage trucks with tarpaulin or canvas
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POLLUTION CONTROL

RTNMC created the Pollution Control Office (PCO) to keep track of the operations of the company and
ensure that it has little to no effect on the surrounding environment. This involves the development
and implementation of programs that will monitor and mitigate dust emissions and noise pollution,
soil erosion, water quality management, land disturbance and waste materials.

In managing dust emissions from operations, RTNMC conducts the following activities:

+  Water spraying on haul roads + Silt scraping

+ Concreting of main haul roads + Installation of chutes

* Providing water sprinkler systems + Installation of wind breakers

+ Installation of tire wash + Installation of dust collector boxes

+  Street sweeping

Water springkler system Tire wash

Street sweeping Water spraying on haul roads

A speed limit was also created and is strictly being implemented within the mining areas and hauling
roads to reduce dust emissions, as well as noise pollution. Reducing noise pollution decreases
disturbances to the wildlife and people working in the area.

Other concerns of the PCO are soil erosion and siltation. To control this, RTNMC conducts slope
stabilization activities, which include: engineered slope, proper drainage, boulder toe dressing and
slope revegetation. Siltation is also managed using silt collector sumps placed strategically around
the mine areas.

82,104 liters of diesel fuel consumption for electricity requirements of the pier facilities for
drydocking maintenance and barge loading operations

10, 315 MW of electricity consumed by the facilities and operations of the minesite

2,878,685 liters of diesel and 17,220 liters of gasoline used for equipment (heavy
machineries, all service vehicles used at the minesite)
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WASTE MANAGEMENT
Solid Waste Management Plan

RTNMC strictly implements a proper solid waste management program in its minesites. Mine wastes, sludge
and other solid wastes are properly stockpiled and disposed in permanent areas that are away from any
water systems. Biodegradables and residuals are disposed through landfilling while recyclables such as
wood, steel, paper, plastic, etc. are recovered through the Materials Recovery Facility

Total amount of waste generated: 10,848 m?3

Top soil and mined material below cut-off grade are considered waste and are disposed in designated
areas. Previous waste dump areas are converted into drying areas for nickel ore from stockpiles.

Waste dumping is minimal since most materials mined and moved are either stockpiled as low grade
ore or hauled to drying areas for eventual shipment. This has allowed the company to rehabilitate and
reforest previous waste dump areas.

RTNMC also collects domestic waste generated in both plant complex and surrounding barangays. The
wastes are disposed in an abandoned pit, which has an estimated holding capacity of 240,000 m?. The

pit has been allowed to operate by DENR Region IV and is expected to last for 20 years. It is equipped
with a leachate filtration and odor control system. Disposed waste in the pit is covered with a layer of
soil twice a week.

Garbage compactor collecting waste materials
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Hazardous Waste Management

Pollutants, like hazardous wastes, are also properly handled by PCO. These materials are treated,
transported and stored cautiously through accredited treatment specialists.

This chemical is called Polychlorinated Biphenyls (CAS No. 1336-36-3). The quantity stock
inventory of waste PCB consisted of five (5) drums last year. PCB, along with other hazardous
wastes are stored onsite. Other hazardous wastes are segregated according to the following:

Used oils (liquid)

Used oil filters (solid)

Used batteries (solid)

Busted fluorescent lamps (solid)

In accordance with Section 5-2 of DAO 2004-36, RTNMC requires vessels, containers, and tanks
containing hazardous wastes to be properly marked and labeled with the hazardous waste

class, sub-category, hazardous waste symbol, and container maximum capacity. The company
segregates and stores the hazardous wastes on-site according to type, while recording of the
hazardous waste usage is done by the units generating them. The recorded information is collated
by the Pollution Control Officer (PCO), for consolidation into the Self Monitoring Report (SMR).

To transport and store hazardous wastes, RTNMC engages the services of DENR-accredited
hazardous waste transporters and treaters.

Oil is another waste material generated from operations of the company. It is separated from
water using an oil-water separator installed within motorpool areas in the mine-site. This prevents
oil spillages from contaminating groundwater and nearby water bodies. Spill containers are

put in place during equipment maintenance and repair as a primary measure to avoid spillages
when transferring oil to drainage canals. Used oil and oil filters are stored in a 8mx8m hazwaste
building (extension). A contingency plan, in case of an oil spill was also developed by RTNMC. The
company stores the following marine pollution control equipment and supplies, in preparation for
such an event:

a. 100 ft long x 18" diameter Oil Containment Boom
b. 150 ft long x 36" width Coco net

c. 6 drums Oil Dispersant

d. 5 sacks Saw Dust Sorbent materials

e. 3 units Pump Boat equipped with handheld radios

f. 4 units Handheld Radios

g. 1 unit Sprayer, 16L capacity as Oil Dispersant Equipment

h. Existing Bund Walls at Pier Depot can hold more than 5000 barrels of fuel.

Total volume of used oil treated = 112,000 L

Total weight of used oil filters treated = 11,481 kg
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WATER QUALITY DEGRADATION MEASURES
Watershed Management Plan

The bodies of water directly affected by discharges of water and runoffs are the Rio Tuba and Ocayan
Rivers, which drain to the nearby Coral Bay. Rio Tuba River gets discharges from 5 different siltation
ponds including Tagpisa Siltation Pond. The maximum depth of the Rio Tuba River estuary is 20 m from
about 3 km from the coastal side. Water impounded in the silt collector facilities are recycled for road
watering around the mine site. Regular water quality monitoring is conducted to determine the quality
of water being discharged outside the mine complex.

There are 12 sub-watersheds covered by the mining claim. The largest watershed is Ocayan River
having a total area of 2,000 hectares with a stream flow discharge of 0.34 m3/sec. The watershed's
peak storm flow estimates for different return periods indicate a flow of 51.1,62.9, 69.4, 77.6 and 88.6
m?3/sec for 5, 10, 15, 20, 25 and 50 years, respectively. On the other side, the smallest watershed is
Sumbiling Tributary 1 with an area of 133.35 hectares and a stream flow discharge of 0.06 m3/sec.

Daily Average Total Discharge
Lower Kinurong Siltation Pond 1,271 463,824 . .
—— Rio Tuba River
Lower Togpon Siltation Pond 2921 1,066,256
TOTAL 4,192 1,530,080

Coral Bay covers an area of 7,000 hectares and a coastline of 5 km. southeast of Bataraza. It is
situated biophysically within the Bgys. of Rio Tuba and Ocayan and bounded by the Rio Tuba and
Ocayan Rivers. The biodiversity value in the area are presumed to be high due to the lush mangroves
along the banks. Currently, plans are under way to make the bay a marine protected area.

Biodiversity/Aesthetic

Protected Status

Identity Size / Area Covered (ha)

Value
Rio Tuba River Undetermined None High
Ocayan River 2,000 None High
Coral Bay 7,000 None High

Water Consumption

RTNMC's main source of potable water is the Umawi stream water source, wherein the company
withdrew and treated 136,591 m? of water from Umawi for drinking and other domestic needs of
RTNMC Townsite and some sitios of Rio Tuba. Free water is also supplied to the communities around
the minesite which includes the IPs as well. The water supply system has a capacity of 3,000 m3/day
and consists of the following major components:

One (1) unit Infiltration gallery with Backwash System;

One (1) unit Dual Media Filter with Backwash System;

50 m3 capacity Filtered Water Well;

Steel Transmission Pipes;

Two (2) units — 300 m3 capacity Elevated Water Tank; and
Disinfection or Chlorination System.

On the other hand, 127,104 m®of water was pumped out from RTNMC's siltation the mining areas and
along Macadam road to reduce dust emissions.
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MATERIALS STEWARDSHIP

According to the International Council on Mining and Metals (ICMM), materials stewardship is
defined as

“the responsible provision of materials and supervision of material flows
towards the creation of maximum societal value and minimum impact on man
and the environment”.

RTNMC created a materials stewardship group and program to ensure the optimal and appropriate
extraction and use of minerals and metals using a proper framework and strategy. To handle this,
the company pooled together experts of the group, including the environmental/ rehabilitation
department, occupational and safety unit, community, health, marketing, procurement and supply
manager, among others.

The mine engineering and operation team contribute to materials stewardship through their works
on exploration, surveys and hauling/handling. Assay handles laboratory tests for the proper ore
classifications. This enhances the understanding of the human health and environmental risks that
can arise from mining / nickel ore operations.

Generally, the Materials Stewardship work program acts as a form of risk management providing
comprehensive information across the supply chain to help companies reduce harmful
environmental and social footprints and improve operational decision-making. This material
stewardship applied by RTNMC strictly conforms to the existing laws governed by the Philippine
government.

Below is a table reflecting the company's initiative in dealing with Material Stewardship throughout its
life cycle.

Program of Actions Progress
1. Survey / Exploration Daily
2. Operation — Quarrying/Mining, Hauling, Retrieving, Beneficiation, Dail
Crushing y
3. Ore Feed Daily
4. Ore Classifications / Air and Water Quality Tests Daily / Monthly
5. Mine Rehabilitation / Reforestation (Mined-out Areas) On-going
6. Environmental Protection / Pollution Control / Waste Disposal .
On-Going
Management
7. Occupational Safety and Health Hazards DETINY

8. Waste Disposal (Used Oil and Oil Filters / Used Battery / Busted

Monthly/ Quarterly/
Fluorescent Lamps and PCBs) Annual
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Turnover Rate

Social Responsibility

RTNMC puts much value into the communities it works in and the people it works with. Programs have

been created to ensure the development in the livelihood of these stakeholders, and that the growth Headcount

between RTNMC and its communities is mutual. 18-25 0 0 0 0 0
25-40 4 4 0 3 1

Employees 40-60 9 9 0 3 6

RTNMC commits to ensuring that all its personnel are working in a healthy and safe environment. 60+ 1 1 0 1 0

Various programs are created addressing concerns under these areas, as well as to enable personal . _ o
development through trainings and benefits. Turnover rate is inclusive of 9 employees who retired in 2013.

As of 2013, RTNMC has a total of 1,822 employees, including mine service contract workers. This is CBA and Benefits

broken down into the following: A Collective Bargaining Agreement (CBA) was entered between RTNMC and the Rio Tuba Nickel
Workers Union covering 1,527 employees. Under the CBA, employees are given the following rights,
among others:

40

+ Total number of employees inclusive of regular, probationary, casual and contractual employees.

For economic empowerment of the IPs, it is company policy to hire employees from the local IP communities within the mining
impact areas for the mining rehabilitation projects. The company seasonally maintains 50-150 IP employees in which usually
30% to 40% are females.

JOB CLASS NUMBER of EMPLOYEES Male ‘ Female . . . .. e .
Senior Staff -~ 10 626 39 *  The company will cooperate in the continuing objectlye; to eIlmlpate accidents and health hazards
: _ «  Employees shall not be required to work under conditions, which are unsafe or unhealthy beyond

Junior Staff IS - Accounts for the normal hazards inherent in the operations
Foreman lI§  fulitime (658 regular - Any serious accidents will be jointly investigated by the Chairman of the Union Safety
Supervisor 60 z;%;)flg‘;ga;'no,;ar ) Committee and two (2) employees acquainted with the condition of the place of accident, the
Technical 34 Safety Engineer and the Shift Foreman of the shift in which the accident occurred and the
Cenianinel Tad el el - 10 .Depa'rliment Head. The recommendation and findings of the joint committee shall be presented
Clerical — 20 in writing to the Res:demj Mine Manager ' ' '

. — + The Union Safety Committee represented by 2 members, together with the mine's safety engineer
Rank & File shall make monthly inspections of the mine
Casual/Seasonal/Contractual «  RTNMC will sponsor in-plant seminars on Labor Laws, Decrees, Rules and Regulations, Educational and

Sub-Total Job Enrichment Productivity Program, SSS, PHILHEALTH, PAG-IBIG and include the DOLE's calendar of

Mine Service Contract Workers seminars and to hold meetings for the dissemination of new ones upon request of the union.
GRAND TOTAL* + The company allows at least 3 Union officers on official business to attend labor seminars and

conventions and other labor related activities outside the minesite, as Union representation is required
The company will sponsor job enrichment trainings to employees’ out of school/ unemployed
dependents once a year, through the assistance of TESDA

A complaints mechanism will be provided by the company for the RTNMC Workers Union

Employees are given benefits under the CBA which are way and above the standards provided by the
Labor Code, as amended, and other allied laws, to name a few are:

Avg daily wage of rank & file employees - Php 597.14 compared to local minimum wage for National Capital
Region (Php 451)

Night shift differentials calculated at 18%

Overtime & holiday pays are above the local requirement

Free Medical Hospitalization and Dental Services at company-run RTNFI Hospital

Sharing of medical referrals costs for employees and their legitimate dependents

Annual Physical Examination of all employees

General / Executive Check-up every three years for all employees aged 45 and above

Free transportation going to and fro work

Free housing with free water and electricity and 24/7 security.

Housing Allowance for those who have no assigned housing unit or have opted to stay outside the housing
facility of the Company.

Free use of recreational facilities

Severance and Death Benefits
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Health and Safety

As a responsible mining company, RTNMC ensures the health and safety of its workers by imposing
strict safety programs and measures in its mine sites. Employees are also provided with the proper

mining and safety equipment to avoid accidents and loss of man-hours.
Standard materials provided to miners are as follows:

+  Skull guard * High visibility vest
+ Plastic goggles * Rainboots

* Dust/ gas respirator/ mask * Raincoat

«  Air muff + Safety shoes

+ Hand gloves

RTNMC employees

RTNMC also established a Central Safety and Health Committee to

handle issues relating to occupational health and safety programs of the

operation and mine site. The committee is composed of:

* Resident Mine Manager — Chairman

« Safety Engineer — Presiding Officer

*  Members — Division/Group/Department/Section heads,
Union representatives, Contractors representatives, vendor
representatives, Company physician, and Safety Inspector/Officer
as secretariat.

This committee represents 78% of the total work force of the company
including the Bargaining Unit. A total of 15 safety officers are appointed
in the committee. This consists of all permanent, regular rank-and-file
employees or workers employed by RTNMC in its mining operations,
and excluding probationary, temporary, casuals, contractual, seasonal,
employment for a fixed period, managerial employees, supervisory
employees, confidential/confidential technical / security employees,
employees holding confidential and technical positions and safety
inspectors.

The safety officers conduct walkthrough inspections around the
minesite to ensure that safety code is practiced by all the employees
in the site. The team also conducts daily toolbox meetings as well as
monthly safety meetings to regularly monitor the issues and concerns
of the employees on safety measures.

As aresult of RTNMC's
safety policies, the
company was able

to achieve total
combined man-hours
of 7,040,597 in 201 3.
This also resulted in a
registered frequency
rate of 0.14 and
severity rate of 1.98
for one lost time
accident with 14 days
lost. The recorded
rates were calculated
based on DENR
standards.

2013 SUSTAINABILITY REPORT

In the area of health, the company provides employees with education, training, counseling, prevention
and risk-control programs to assist workers, their families and community members on concerns
related to serious diseases. The table below shows a summary of the assistance provided:

Prevention / Risk

Control Treatment

Education/Training

Counselling

Program
Recipients

Workers

Workers
Families

Community
Members

A YA IA R
A YA AR
A YA AR
A YA AR

Emergency Response

RTNMC created an emergency response and preparedness program, approved by the DENR- Mines
and Geosciences Bureau (MGB), to ensure that an effective and efficient response system has been
set for emergency situations. Drills are periodically conducted to test the level of preparedness of
the employees and to assess if there are any revisions that can be done to improve the emergency
response process.

Each major Department has an emergency response team (ERT), whose members are trained in basic
firefighting and medical rescue. They are assigned to be the first responder to emergencies within
their department’s jurisdiction, as well as operational areas including surrounding communities. A fire
truck and ambulance (under the RFI hospital), both owned by the company, are always on standby for
any emergencies.

SOCIAL DEVELOPMENT MANAGEMENT PLAN

One of the most successful services under the SDMP is the scholarship program which has
allowed 351 students pursue their academic goals. Infrastructure repair and improvement is also
another focus area, wherein the company has improved the travel time for residents going from one
community to another. Livelihood programs were likewise given emphasis to capacitate community
members with the appropriate tools and skills to create help their own micro-enterprises.

RTNMC's SDMP also includes programs for Indigenous People (IP). A total of 27 tribes reside around
the mine area in which 11 are from the impact community. In September 2010, the company turned

over PhP 30 million to the Indigenous Peoples Development Office-Bataraza, Inc. (IPDO-BI) to
implement various social projects exclusive to IPs only. This office is registered with Securities and
Exchange Commission and is run by its Board of Trustees composed of tribal chieftains from the
Indigenous Cultural Communities.

43



NICKEL ASIA CORPORATION

44

CORPORATE SOCIAL RESPONSIBILITY

CSR programs of RTNMC are implemented directly by the RTN Foundation, Inc. (RTNFI), a non-
stock and non-profit institution duly registered with the Securities and Exchange Commission. The
Foundation is in charge of the operations for the following:

+ Secondary Level Hospital

« Leonides S. Virata Memorial School (LSVMS)

« 28 Indigenous Learning System (ILS)

+ Gawad Kalinga (GK) Housing Program

The RTNFI Hospital provides regular employees with health and dental services, including pre-
employment and annual medical examinations. Dependents of employees, including Indigenous
People (IPs) are also covered by the medical and dental benefits. llinesses are diagnosed and treated
in a hospital operated by the Foundation, and financed by RTNMC.

RTNFI Hospital

In terms of education-based programs, RTN Foundation provided quality learning tools for the Leonides
S. Virata (LSV) Memorial School, a school catering to student dependents of RTNMC employees, and
from other barangays. In 2012-2013, LSV Memorial School served a total of 1,316 students in which
926 students are employed dependent and 433 are from the local community. The school employs 66
staff members, made up of licensed teachers and other administrative personnel.

An Indigenous Learning System (ILS), recognized by the DepEd was also introduced by RTNMC, as an
alternative literacy program designed for indigenous people (IPs). Its manpower of 29 teachers, are
mostly education course graduates who are assigned in different IP areas. These teachers are also
given graduate study opportunities to enhance their teaching strategy. Learning materials and supplies
are provided to the students, for free. As of December 2013, 28 ILS centers were introduced by RTNMC.
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Students of Leonides S. Virata Memorial School

RTN Foundation continues to collaborate with Gawad Kalinga (GK) to build
houses and implement soft programs for communities (including indigenous
tribes) in the areas of operation. The goal of RTNFI is to build 1,000 houses within
10 years, in the identified impact areas of RTNMC. At present, a total of 214 units
have been built and turned-over to resident-recipients in nine existing GK sites.

The soft programs of RTN Foundation and GK are composed of child and youth development
undertakings that target different age groups:

PROGRAM

AGE GROUP
3-6 Years OIld

SIBOL (Pre-School Program)
SAGIP (Tutorial activities for elementary pupils) 7-12 Years OId
SIGA (Workshops - arts, dancing, singing for out of school and high school youth) REEVARZEIEYe]s

RTN Foundation also focuses on infrastructure for its CSR activities. Support is given to communities
through infrastructure projects, such as the construction and maintenance of more than 51 kilometers
of farm-to-market and other ancillary roads within the mining community and neighboring barangays.
These include the following:

National Highway to Ocayam Elem. School 3.5 km
Tagdalungon Feeder Road 1.5 km

Macadam Road 7.0 km

Macadam — Kinurong Road 1.8 km

Taratac Feeder Road 10.8 km

Gotok-Luzvimin Road 2.5 km

Igang-Igang Feeder Road 3.5 km

National Highway to Culandanum 2.5 km

NG A~ WD~

Livelihood programs are carried out by RTNMC to capacitate community members with the right tools
and skills to create help their own micro-enterprises. Fisher folks working within Rio Tuba were given
easier access to ice through the construction of an ice plant, run by RTNMC, which sells its products
to fishermen at reasonable prices. This has been of great help to fisher folks who need to transport

their harvest from one town to another. Owners of fishponds were also assisted by RTNMC in the
construction of culverts for the inflow and outflow of brackish water. RTN Foundation also has a
“Bayan-Anihan" program wherein a 10 m? plot is planted with 5 commonly-grown vegetables. This is
to encourage families to have their own plots so that food security is assured.
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Environmental Responsibility

TMC ensures the protection of the environment surrounding its area of operations through various
programs that focus on rehabilitating/ reforesting mined-out areas, lessening the impact on
biodiversity, controlling the pollution from operations, management of solid waste, and management of
watersheds.

These environmental initiatives are carried out in line with the Environmental Protection and
Enhancement Program (EPEP) of TMC. Annually, the company sets a budget for the EPEPs and
identifies key areas that programs will focus on, in consultation with the communities. Such key areas,
for example, are the quality of land, air and water in and around the mine sites. To mitigate the impact
on these aspects of the environment, TMC conducts the following activities:

Land Air Water

Removal/extraction of soil during | During dry months, dust During rain, run-off water will flow
the mining operation will result in | emissions are managed using downstream from the mine pit,

the degradation of land surface. | water truck lorries deployed to | causing siltation. However, siltation
However, mitigating measures, spray the active haulage roads. | ponds were strategically constructed
such as reforestation and to allow solids to settle before
rehabilitation, are being laid to releasing the water to the river and
mitigate the impact on mined-out meet the allowable DENR standard
areas. which is 90 mg/L (as per DAO-35).

MINE REHABILITATION

Mined out areas of TMC are rehabilitated through a process involving reshaping, backfilling,
stabilization and tree planting. Through these efforts, the company was able to rehabilitate a total of
98.88 hectares of declared mined out areas in 2013, using 103,386 seedlings of native species and fast-
growing species. Creeping grasses such as humidicola and vetiver grasses were also introduced to
improve solil fertility.

One of the mined out pits, covering an area of 1.26 hectares was converted to a Gulayan and Prutasan
(fruits and vegetable farm) where various kinds of forest trees, fruit trees and vegetables were planted.
Fruits and vegetables such as squash, okra, eggplant, tomato, string beans, corn, etc are regularly
harvested from the farm and distributed to employees. This is tangible proof that it is possible to bring
back the soil fertility of mined out areas to generate economic value.

In support of research on rehabilitation, TMC allocated one hectare of land to the Department of
Environment and Natural Resources — Ecosystems Research and Development Service (DENR-ERDS)
and researchers from the University of the Philippines Los Banos. Their study, called “Landscape
Functional Analysis (LFA) for Mine Rehabilitation”, tries to discover better ways of using land for
reforestation activities.

Total of 98.88 hectares
rehabilitated land, with
over 103,386 seedlings
planted by 2013
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Tree-planting activity

REFORESTATION

Outside of mined out sites, TMC conducts reforesting and enrichment planting activities to help
enrich the ecosystem, even outside its areas of operation. To date, 768.27 hectares of land has been
reforested by TMC within its MPSA area, with over 1,028,523 seedlings planted, while outside of its
claim area, 178.43 hectares have benefited from 18,471 seedlings planted thru seedling donations, as
part of the company's commitment to the National Greening Program. Nearby coastal areas are also
reforested by TMC by planting mangrove seedlings. Last year, the company planted 8,214 mangrove
propagules along 2.12 hectares of land.

To supplement the reforestation programs of TMC, enrichment planting is also implemented,

using fast growing plants, to help the tree seedlings propagate faster. A total of 193,658 mangium,
auriculiformis, mangkono and lahilahi seedlings were planted along a total area of 156.86 hectares
stretching within the Punta Naga and Cagdianao ridge slopes. Humedecola grass and coconet are
used by the company to support the stabilization of slopes in open areas and bare lands to stop soil
erosion. These areas are maintained by TMC through brushing and fertilizer application. So far, 90
hectares of land has been maintained by the company.

51,969 mangrove propagules have been planted by TMC along
23.81 hectares of land, to date
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Part of the rehabilitation and reforestation program of TMC is the protection of the biodiversity in the
environment around its mine sites. TMC monitors the propagation and levels of extinction risk of plants
and trees around its areas of operation, to create policies and programs that can help protect specific
species from any man-made threats. The plant species identified by the company are as follows:

Batino (Alstonia macrophylla)

R LA N A e - (Ml Dita (Alstonia scholaris)

4 Salingogon (Cratoxylum formosum)
Brackenridgea palustris

Tanglin (Adenanthera intermedia)

Narra (Pterocarpus indicus forma indicus)
Antipolo (Artocarpus blancoi)

Mangkono (Xanthostemon verdugonianus)

Vulnerable (4)

Our exploration operations have minimal impact on the environment. Included in our exploration
activities are environmental mitigation work programs which includes the establishment of a nursery
in the exploration area. For the year 2013, the exploration team was able to gather almost 2,000
wildings which will be planted in various areas affected by drilling and test pitting activities.

Nursery at TMC minesite

TMC takes advantage of international environmental initiatives like the World Environment
Month Celebration in June 2013, to conduct company-wide tree-planting activities at the
watershed of Barangay Cagdianao. Two hundred employees participated in the activity,

planting 3,000 forest tree seedlings along the mountain ridge. Other activities during the
month long celebration included a motorcade, “Lakad Para sa Kalikasan" and art and photo
competitions, among others.
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POLLUTION CONTROL

Day-to-day operations of the company yield some amount of emission, disturbance and waste
materials. To address this, TMC implements programs that monitor and reduce the effects of mine
activities on the environment. In handling dust emissions, TMC conducts water spraying on roads
around the mine sites, everyday, in a 2 shift schedule. Water lorries are used to spray the active mine
roads, pier yard roads, campsite, causeway and the national highway.

Impact on the environment is also minimized by monitoring the energy consumption and GHG
emissions of mining activities. The table below shows a summary of the emissions and consumption
the company had for 2013:

Category | Material | Consumption | Unit | Source
Energy Electricity (generated) 863,904 | KWH Gen Sets
Energy Electricity (purchased) 40,260 | KWH SURNECO
Energy Diesel 429,343 | Li Third Party Supplier

*Increase in GHG emission levels from 2012 was due to the construction of a belt conveyor, as well as the improvement of haulage roads,
wharf and other facilities

WASTE MANAGEMENT
Solid Waste Management Plan

TMC manages its solid waste through a sanitary landfill and a Material Recovery Facility (MRF). Last
year, 1,498 m® of solid waste was disposed in the sanitary landfill, while 19,182 kg. of recyclable/
scrap metal items were recovered from the MRF. The saleable materials yielded an amount of PhP
189,907.55 in sales value.

Another solid waste material produced from mining activities are low grade boulders with no economic
value. Mining operations yielded a total of 404,585 WMT of this material, in 2013, with 65,277 WMT

used for matting mine yards and stockyards while the remaining 339,308 WMT was utilized for road
ballasting and surfacing.

Hazardous Waste Management Plan

There are four types of hazardous waste generated from TMC's operations: used oil, used batteries,
used motor oil filters and chemical acid waste from its assay laboratory. A covered storage facility

is constructed at the mine site where used oil and oil filter contained in metal drums, and wet cell
batteries are temporarily stored. These are then sold to buyers accredited by the Environment
Management Bureau (EMB) for proper disposal. Beside the Storage Facility is a two chamber oil-water
separator where contaminated oil is placed to separate contaminants from the oil, prior to storage in
metal drums.

The assay laboratory analyzes the sample of nickel ore as per the required specification uses
chemicals like HCI, H,SO,, HNO, and HCLO,, HF and H,PO, during ore digestion prior to analysis. All the
waste solutions are first diluted then discharged into a sink which drains into an enclosed storage pit
at the chemical waste storage area. The storage pit is lined with limestone at the bottom, to neutralize
the acid solution before it is discharged to the foreshore settling pond.
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WATER QUALITY DEGRADATION MEASURES . —
Social Responsibility

Watershed Management Plan _ _ . o o
TMC implements different projects to help develop the health, livelihood and address social issues

Another main environmental concern of TMC is the maintenance of good water quality and siltation. To facing the communities it operates in, as part of its corporate responsibility.
address this, TMC devised a drainage system to collect and separate clear waters from disturbed areas.
The clean water is discharged into Taganito River, while silt-laden runoff is discharged in settling ponds. Employees

Once suspended particles settle in the pond, the clean water is discharged into the environment.

For our purpose, TMC monitors the rate of water intake at the settling ponds and the quality at the
discharge points. Parameters closely monitored are the Total Suspended Solids(TSS) and pH levels.
Samples are regularly gathered at discharge points for quality testing. Also being monitored is Cr6+
concentration to establish benchmarking data as agreed with EMB.

TMC adopted the Taganito River in colaboration with EMB-Region 13 and the Local Government Unit
(LGU). The 6.1 Km river is the main stream affected by the operation of TMC. A siltation pond was
strategically built to arest run-off from the mine pits. Deposited sediment materials from upstream
sources are periodically dredged using backhoes and a water master dredging machine.

In removing accumulated silt, TMC uses mechanical desilting in the river through a track excavator
(Backhoe). Bouldering of the river is also being done continuously to strengthen the embankment

and increase its height to protect nearby communities from floods and waves. New environmental TMC employees
structures were also constructed to improve the quality of the water coming from run-off of TMC's
MPSA area. The drainage system was designed to isolate silted run-off from natural water so that water TMC's employees are the core of its business. The company ensures that each personnel has access
discharged into the Taganito River is clean. to a healthy and safe working environment to maintain efficient work practices.
Total Silt Volume Collected As of 2013, TMC has a total of 1,327 employees at mine site, including mine service contractors. This
Mechanized 359,365.85 WMT (Settling pOI’ldS) is broken down into the following:

Manual 12,423.64 WMT (Settling ponds)
Catch Drainage 138,971.77 WMT (Drainage System)

SEASONAL &
MARKETING

FULL TIME PROBATIONARY

SR. MANAGEMENT 3 ] ] 3
MIDDLE MANAGEMENT 7 - - 7
STAFF 15 - - 15
SUPERVISOR and TECHNICAL 14 4 - 18
RANK & FILE 219 1 - 230
SEASONAL WORKER/
MARKETING - - 2 2
GRAND TOTAL 358 15 954 1,327

Turnover rate:

Age Group \ Male \ Female \ TOTAL
Settling ponds 18 - 25 13 13
26 - 40 31 2 33
Water Consumption 41 - 60 15 15
Ground water consumed for TMC campsite operations was 65,773.06 m?, and was used for day-to- TOTAL 59 2 61

day operational activities. Surface water was used to sprinkle on haul roads for dust suppression and

to clean the national highway. TMC used 219,216 m? of surface water from the creek for the dust
suppression.
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Collective Bargaining Agreement and Benefits

TMC recognizes the Taganito Labor Union (TLU) as the sole and exclusive bargaining representative
of the appropriate bargaining unit, which consists of all permanent and regular rank and file
employees and workers employed by TMC in its mining operations. The union binds itself to respect
the Collective Bargaining Agreement (CBA) and agrees not to accept employees who do not belong
to the appropriate bargaining unit. Both TMC and TLU respect the right of each employee to freely
choose to join a union. The CBA took effect in February 1, 2010 and lasts until January 31, 2015.
Sixty percent (60%) of the regular workforce is covered by collective bargaining agreement (CBA)
which is 219 employees out of 358 regular employees.

Regular employees are also provided with a comprehensive benefits package to help them maximize
their physical, financial and personal health and well-being. These benefits include healthcare (for
employees and dependents), paid leaves, insurance, retirement benefits and wellness.

Apart from regular benefits, TMC provides employees with proper training to enhance their work skills.
Part of the intensified internal training program was the selection of 21 qualified employees, trained
and certified by TESDA, to become in-house trainers and facilitators. Training courses include topics
on equipment operation and maintenance, occupational safety and health, environment, sample
preparation and analysis, exploration, supervision and leadership, and personal development.

TMC also designs training programs for career advancement opportunities. To address growing
demands for skilled drivers and operators, TMC screens applicants from its pool of rank and file
employees and provides sufficient training to make them eligible for promotion. A summary of the
average hours of training spent by employees is in the table below:

Employee Category Training Hours
Senior Management 14.4 Hrs.
Middle Management 9.1 Hrs.
Supervisory/Technical 5.8 Hrs.
Rank & File 1.7 Hrs.

+Male -1.7 hrs. ; Female - 9.5 hrs.

Health and Safety

The health and safety of the workforce is an area that the company puts much focus on. Proper
health and safety policies are enforced to ensure little to no accidents happen within TMC's areas
of operations. Employees are provided with suitable equipment to protect them from any effects of
their tasks and enable them to efficiently carry out their work.

One of the policies of the company is to provide employees under the CBA with proper health and
safety benefits, such as the ones below:

Health and safety benefits provided to CBA members:
Medical, dental and hospitalization benefits
Free annual physical exam
Use of ambulance
Creation and maintenance of a Central Safety Committee
Accident investigation and reporting
Identification and prevention of hazardous and unhealthy working conditions
Safety paraphernalia
Proper labeling of chemical containers
Transportation for employees during weekly marketing
Physical fitness facilities.
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TMC workers are also provided with the required PPEs such as skull TMC aIIotted
guards, reflectorized vests, rain boots, gloves and goggles to ensure o
PhP 3 million

their safety during exploration.
for internal and

external training
programs

TMC also conducts practical safety program training and The Labor
development for its employees. Important safety trainings such as M anagement
Basic Occupational Safety and Health (BOSH), Defensive Driving, .
Fire Safety, Fleet Safety and Safety Audit Training were conducted to Cou nC|I (I—M C)
continuously educate employees on safety awareness. A total of 29
trainings on safety were conducted during the year. av_vardhed TMC

with the “"Most
In terms of internal and external threats, TMC ensures the safety .
of its workers by providing proper security measures around the Outsta nd INng LMC
areas of operation. The company enlisted the support of 116 Special I
Civilian Armed Auxiliary (SCAA) whose main mission is to protect for Industrial
the company against any such threats. This para-military force
underwent basic military training operations under the supervision
of the Philippine Army to develop their skills and knowledge on
security operations. The SCAA are also supplemented by 48 security

guards who regulate access and man all vital facilities within TMC
Campsite area.

Peace Award"

As a result of these programs and activities, there was a dramatic improvement in TMC's
safety performance with a significant drop of lost-time injury frequency rate from 1.12 in
201210 0.16 in 2013. The company also maintained Zero (0) Fatality, Zero (0) Occupational
Diseases and 21 lost time due to 1 non-fatal accident.

SOCIAL DEVELOPMENT MANAGEMENT PLAN

For the SDMP, TMC implements various programs and projects for its 4 host and neighboring
communities namely barangays Taganito, Urbiztondo, Hayanggabon and Cagdianao as well as for the
10 non-mining barangays of the Municipality. These projects are governed by the Health, Education,
Livelihood, Public utilities/ services and Socio-cultural preservation (HELPS) as defined by the

Mines and Geoscience Bureau RXIIl and focus on areas such as infrastructure, education, health and
indigenous people (IPs).

In terms of education programs, TMC allocated PhP 4.6 million for projects that included school
repairs, installation of school guard house, improvement of school stage, provision of various
educational materials and school supplies. Two other major projects under education are the
scholarship program and the teacher sponsorship program. For the scholarship program, TMC
provided a full scholarship grant to 25 deserving students from the host communities and financial
assistance to 120 students from the 4 mining communities. Under the teacher sponsorship program,
7 teachers were supported which paved the way for the schools in the host communities to attain the
1:45 teacher-student ratio, as required by the DepEd.

55



NICKEL ASIA CORPORATION 2013 SUSTAINABILITY REPORT

TMC also participated in Brigada Eskwela 2013, by cleaning and repairing schools in 4 mining
barangays, including Punta Naga Elementary School. In line with Brigada Eskwela's theme “Isang
Dekada ng Bayanihan Para sa Paaralan", TMC donated various forest and fruit trees, backfilling and
painting materials and conducted tree planting activities in the school grounds. Participants of the
activity were TMC college scholars, summer job students from the communities, and Geology and
ComRel personnel.

For livelihood programs a total of PhP 2.7M was spent to support different community-based
entrepreneurial initiatives through company-organized People's Organizations (POs). One of the major
activities of TMC was the comprehensive assessment of all POs established by the company through
the years. The Participatory Organizational Profiling and Assessment or POPA was initiated together
with the POs to collectively determine the strengths, weaknesses and gaps and areas for improvement
of the groups as basis for appropriate intervention for future projects.

TMC's active support and participation in these activities contributed to Taganito Elementary School
winning the National Award for “Best Implementer- Exceptional School Category" for Brigada
Eskwela 2013.

Under this component of the SDMP, TMC provides both financial and technical assistance to further
strengthen the capacities of the POs to make them self-reliant and productive organizations of the
communities. In the table below are the corresponding classifications of community-based POs:

For infrastructure projects, TMC allotted PhP 2.7 million for the following activities:

« Construction of Catholic Chapel in Brgy. Urbiztondo

* Renovation of the multi-purpose hall in Brgy. Daywan

« Improvement and installation of various structural requirements (wharf perimeter fence and
jetmatic pumps) in day care centers in Wangke, Sapa and Cabugo

* Repair of Catholic and non-Catholic buildings of worship and facilities

« Improvement of barangay facilities such as street lighting, health center, pedestrian pathways,
senior citizens' building, procurement of generator set, waste disposal facilities, and water
system

CBO

CWOBB - Capandan Women's Organization Bigasan ng Barangay
HATA - Hayanggabon Traders' Association

PRIME- Panaghiusa Reporma sa Inesyatibong Magpalambo sa
Ekonomiya

GKKAB — Gawad Kalinga Kapitbahayan Bigasan ng Barangay
CAPSASD - Capangdan Sabang Alliance for Sustainable Development
URWASS - Urbiztondo Rural Workers Association

HARE - Hayanggabon Rural Entrepreneur

A breakdown of the infrastructure projects of TMC can be found in the table below:

Program / Project Stakeholder involved Project Cost (PhP)
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Constifictionletilica tlcenteiteiiiing oMy 300,000.00 TASFPA - Taganito Seedling Producers Micro-folks Association

School Stage Improvement School 170,000.00

Church Construction Phase 2 (Capangdan Catholic Chapel) Church 1,000,000.00

Community Information Centers Improvement Purok Centers 133,373.34

Fence CorTstruction (San Labrador Chapel) Church 100,000.00 Corporate Social Responsibility

Construction of Guard House School 50,000.00

Church Construction Phase 1 (Valley Cathedral) Church 300,000.00 TMC's CSR program is focused on the support and development of the Mamanwa IP group, through

Comfort Rooms Construction (Male and Female) Senior Citizens 100,000.00 their registered group collectively known as Ampantrimtu. This organization is composed of 2 tribal

Daycare Center Improvement & Elem. Riprapping School 50,000.00 groups with 120 households coming from Brgys. Taganito and Urbiztondo, with whom the company

Provision of Materials for Daycare Center Ceiling Installation Daycare Center 30,000.00 has an ongoing Memorandum of Agreement (MOA), as a result of the Free, Prior and Informed Consent

e DUelon O B Uouil T Ca 25.000.00 (FPIC) provided by the IP§ to TMC. I_\lon—IP communities are also supported by the company in the

- areas of health, disaster risk reduction and infrastructure.

Installation of Roofing and Trusses Daycare Center 25,000.00

Store Building Construction CAPSASD PO 150,000.00 CSR for IP Communities

Multi-purpose Hall Renovation Community 50,000.00

Boulevard Perimeter Fence (Barangay Gymnasium) Community 40,000.00 For the residents of Punta Naga Mamanwa Village, 2013 was highlighted with projects aimed at the

Street Lights Installation Community 100,000.00 continuous development of their tribal communities.

Provision of Materials (Senior Citizens Building) Senior Citizens 30,000.00 W . L . .

installation of 1 Jetmatic Pump Sehool 10.000.00 The Mamanwa tribe is composed gf |nd|genou.s pepple (IPs) Il\{lng in Taganlt.o and Ublzton.do. TMC
provided 120 homes, constructed in partnership with THPAL Nickel Corporation. Another village was

Total 2,663,373.34 also developed in coordinaton with Gawad Kalinga, providing 40 duplex units for 80 households.

Last year, improvements to a number of homes were made in the village. The project encouyraged
the Mamanwas to furhter beautify the area and esnure thr safety of the environment and embark
on individual home expansion and improvements. Apart from housing, slope stabilization abd road
repairs were done in different parts of the community.
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Punta Naga is also home to the Punta Naga School, one of the education facilities constructed and
supported by TMC and THPAL through the Adopt a School Program. For school year 2013-2014,
enrollment went up to 438, from 236 in the previous year. This resulted in the hiring of 3 additional
teachers and repair of 5 additional classrooms to accommodate the new students. Improvements of
other school facilities and provision of educational materials such as posters and reference books
were also key projects of TMC. Planting of various tree species and carabao grasses within the school
grounds and selected areas of the community were initiated in coordination with the company's
community relations and environment group, scholars, parents, teachers and students. Educational
assistance to 15 high school and college scholars was also provided by the company.

In terms of health support, TMC established a
tribal clinic in the heart of the Village, wherein
community-based medical consultations with
free medicines were conducted. The company
also encouraged healthier living by having
families install vegetable gardens in their
respective backyards to address malnutrition
concerns and to contribute to food security.
Community clean-ups in partnership with the
school and the women sector were also regular
activities that helped maintain the cleanliness
of the community. TMC and THPAL are also
planning the establishment of a Water and
Sanitation Committee which will be responsible
for the care and maintenance of a water system
that will be installed by both companies.

Students of the Punta Naga School
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CSR Program for Non-IP Communities

Apart from programs for the IP communities, TMC also implements CSR activities for non-IP
communities both in the mining and non-mining barangays.

One of TMC's major CSR projects for the year was the conduct of its annual medical-surgical mission.

In February 2013, TMC and THPAL went to 6 mining barangays to provide its residents with medical
services such as major and minor surgeries, lab exams and general consultations. All in all, 2,116
people received different medical services during the mission. The breakdown is as follows:

Service Persons Benefitted
Minor Surgery 89
Major Surgery 109
General Consultation 1,696
Laboratory Exam 420

Another major initiative of the company is its program for disaster risk reduction and management
through its in-house Emergency Response Team (ERT). In January 2013, incessant rains caused
evacuations in barangays around the minesites, prompting TMC to provide assistance to the affected
communities. The Crisis Management Team, called Oplan Flood, responded by coordinating with

the LGU for the evacuation process and management of the evacuation center of the barangay. This
included preparation of food, relief goods and provision water supply. A total of 2,013 evacuees were
assisted.

Aside from natural calamities, TMC also responds to man-made disasters. One such event was a fire
in the community of Barangay Taganito, which affected 105 households and 367 individuals. TMC's
fire brigade spearheaded the response together with the medical team, who attended to first-aid
injuries. The ComRel unit of TMC also facilitated the evacuation center management in partnership
with the Local Government Unit (LGU). Company employees pooled together to provide assorted
goods, while TMC management also provided cash grants amounting to PhP2,500 for families
affected by the fire.

CLOSURE PLAN

TMC already has a Final Mine Rehabilitation and Decommissioning Plan (FMRDP) that was approved
in July 2012 covering its entire operation. This, however, is subject for review and revision to include
new aspects of the company's operation.
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Environmental Responsibility

HMC recognizes its responsibility towards the environment around its areas of operation.

For 2013, HMC allotted a budget of PhP 91.3 million for its Environmental Protection and
Enhancement Programs (EPEP). This budget was used for various environmental projects that
focus on rehabilitation and reforestation, biodiversity, pollution control, solid and hazardous waste
management and watershed management, among others. Other key projects of HMC were the
National Greening Program, environmental monitoring, coastal resource management and various
research initiatives with academic institutions and private organizations.

HMC's expenditures for its EPEP in 2013 was PhP 91 million

Other initiatives of HMC focus on the mitigation of environmental impacts by focusing on key areas
such as Land, Air and Water. Efforts to maintain the quality of these areas are as follows:

Progressive rehabilitation and Dust control thru regular road Construction of siltation ponds/

reforestation grading and spraying sumps and curtain canals

National Greening Program

Through the National Greening Program (NGP), HMC works with its communities to protect and
enhance the environment through reforestation. Families with limited livelihoods were engaged
by the company to join and help achieve the company's goal of environmental protection and
enhancement through community-based seedling production and reforestration.

Some of the programs done in partnership with the NGP are:
*  Mining Forest Program

+ Coastal Resource Management Program

+ Environmental Monitoring Program

« Research and Development

Hinatuan Island
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REHABILITATION

HMC has consistently put an effort to progressively rehabilitate (backfill and reshape) around 15

hectares of mined-out areas. From this amount of land, about 5 hectares were gradually re-vegetated

with 19,500 seedlings planted in 2013. The community was also asked to assist in the efforts to

expedite the process through its Community Output-Based Reforestation Program. Since 2011, HMC

has rehabilitated 31 hectares of land in its areas of operation.
REFORESTATION

Outside the mined-out areas, HMC forested a total of 163 hectares of disturbed areas with 188,223
seedlings planted. In addition, a total of 15,000 seedlings equivalent to 30 hectares were donated to
communities under the said program.

The overall reforestation accomplishment outside mining
areas is 193 hectares, with about 203,200 seedlings planted

For coastal areas, 97,848 mangrove seedlings were planted on 33.39 hectares resulting in 156,317
mangrove seedlings have planted on around 40.64 hectares since the program started in 2011.
Regular coastal water monitoring is conducted by HMC and the water quality has remained within
DENR limit.

Mined Out areas

Area (In Hectares) # of Seedlings Planted Area (In Hectares)  # of Seedlings Planted

HMC | 5.28 | 19,536 | 31.12 | 55,238
Outside Mining Areas

HMC | 192.85 | 203,223 | 228.73 | 243,080
Mining Disturbed Areas

HMC 33.30 83,832 64.66 118,661
Coastal Areas

HMC 33.39 97,848 40.64 156,317

HMC also implements the Coastal Resource Management Program (CRMP) covering a variety
of activities such as the assessment of coastal and marine resources, protection of reef from
degradation due to mining impact and enhancement of existing coastal and marine resources.

Regular coastal clean-ups and underwater clean ups were conducted along the coasts of Barangay
Talavera and Hinatuan Island wherein local residents worked with company employees, guests from
government and non-government agencies and professional diving communities.

On the aspect of research and linkages, HMC collaborated with UPLB and Caraga State University
in the study of various species suited for mine rehabilitation. An ongoing study on the feasibility of
Jatropha was also initiated with a private firm, Kibitech, Inc.
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What is the difference between NGP and Mining Forest Program?

The National Greening Program (NGP) covers

all mining contractors, permittees, permit
holders and/or lessees. It was created by
President Aquino in the early part of CY 2011
through Executive Order No. 26 declaring the
implementation of NGP as a government priority.

Under the NGP guidelines, however, mining
companies are now compelled to undertake

to those implemented under their respective
mining forest programs. To differentiate between
the two mandatory reforestation programs, the

“mining forest program” covers only reforestation

activities within the confines or boundaries of
mining permit/contract/lease/tenement areas
while the NGP guidelines specifically covers
mandatory reforestation activities outside of
mining contract/permit/lease/tenement areas.

The Mining Forest Program, however covers tree
planting within areas encompassed by permit/
lease/contract areas of mining companies
especially those that are idle or not needed for
active mining operations and mined-out areas or
areas programmed for rehabilitation after mining
operations have already been fully completed.

Other species being studied and listed under the IUCN of HMC are:

+ Shorea negrosensis (categorized as vulnerable and critically endangered species by DENR and
IUCN)

« Camptostemon philippinense (recognized by conservation authorities as endangered species)

« Paphiopedilum barbatum (categorized as vulnerable species by DENR and IUCN)

+  Xanthostemon verdugonianus (endemic to the country and considered as an endangered species)

POLLUTION CONTROL

HMC manages its solid and hazardous wastes from operations and coming from communities through
efficient and responsible programs. The company implements waste segregation, operationalized MRF,
composting and landfilling. The company also has all applicable permits to handle hazardous wastes.

HMC also continuously monitors its surrounding environment by conducting a regular water sampling,
air sampling and monitoring of the drainage and siltation ponds. The results of the sampling are
reported to the DENR regional offices of MGB and EMB on a quarterly basis. A separate monitoring of
the Multi-Partite Monitoring Team (MMT) is also being undertaken on a quarterly basis.

The HMC TNP environmental monitoring complies with the prescribed monitoring requirements of
DENR which is implemented through the Multipartite Monitoring Team (MMT). MMT members are
composed of DENR-MGB 13, DENR EMB 13, REACH Foundation, Inc., Barangay Talavera LGU, religious
sector representative and HMC representative.

Summary of the emissions, and energy used in last year's operations can be found in the table below:

Category Material Amount Unit Source
Energy Electricity 394,027 KWH Gen Sets
Energy Diesel 5,382,227 Li Third Party Supplier
GHG Emissions C0o2 14,454 Tonnes =

reforestation projects over and above or in addition

WASTE MANAGEMENT
Solid Waste Management

HMC manages its solid waste in compliance with
DAO 2001-34 under RA 9003A. Waste materials
generated by operations of the company are
segregated and disposed accordingly, while
plastics, wood branches, and leaves are shredded
into smaller pieces separately by the granulator.
The shredded biodegrable materials are used as
mulch in mine rehabilitation, and metal scraps
are sold to authorized buyer.

In managing these materials, the company
uses a controlled dumpsite established at
Eastern 1 where solid wastes are segregated
into biodegradable and non-biodegradable.
Recyclable materials are recovered and stored
in the Materials Recovery Facility (MRF) at
Kaskag Area and sold to scrap buyers, while
biodegradable wastes are utilized as feed to
the garbage granulator for use in production of
vermiculture compost.

WATER QUALITY DEGRADATION MEASURES
Watershed Management Plan

HMC invested on a number of heavy equipments
for its drainage maintenance and desilting
program. One of the major projects is the
re-engineering of main settling ponds to
accommodate the volume of sediments and
eroded materials from mine erosion.

Around 127,529 m? of silt were removed from
existing settling ponds, silt collector sumps and
drainages. So far, the total volume capacity of
the established settling ponds and silt collector
sumps stands at over 115,323 m®. Additional
settling ponds and sumps are being constructed
to accommodate the water run-off from active
mine areas and other disturbed areas.

Water Consumption

HMC used about 26,015 Gallons of water
(98.47749 m?3) for drinking purposes. The water
was taken from filtered springs around the area.
For planting purposes, HMC uses about 8,400 m?
of water every year, while 34,380 m? is used for
dust suppression. Water for these purposes are
sourced from Kaskag creek and settling ponds.
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Hazardous Waste management

Identified hazardous waste are collected and
transported by trained PCO personnel and
properly stored at hazardous facility at Central
Area. All hazardous wastes generated from the
minesite are properly accounted and reported

to the EMB Regional Office. Once ready for
transport, these hazardous wastes are delivered,
treated and stored through DENR-accredited
transporters/ treaters.

Used oil is also carefully managed by the
company. Last year, a total of 238 drums of
used oil were used for operations. To improve
the management of used oil, the storage facility
at the motorpool area was expanded to utilize

a special containment unit. Internal waste
materials (low grade pale gray soil), on the other
hand, are also dumped together with the top soil
for mine rehabilitation purposes.

Multi-series settling pond

Since the start of the project,
264,122.23 m3 of silt has been
recovered from established
settling ponds, silt collector
sumps and drainages
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) L Regular employees are also provided with the following benefits:
Social Responsibility

HMC Regular Employees' Benefits: Rank and File Benefits
HMC implements different projects to help develop the health, livelihood and address social issues * Freemeals *  SSS,PHILHEALTH,PAG-IBIG,
facing the communities it operates in, as part of its corporate responsibility. * Freelaundry _ *  Free accomodation,
*  Free accommodation * Rice allowance,
Employees « SSS, PHILHEALTH,PAG-IBIG + Medicine allowance,
+  Company Uniform +  Medicard (HMO),
As of 2013, HMC's total workforce is at 1,245. Breakdown of the company's employees below: * Rice allowance +  Group life insurance,
« Toiletries « Year end bonus & midyear bonus,
JOB CLASS NUMBER of EMPLOYEES +  Medicine allowance +  Sick leave, Vacation leave,
Regular 148 *  Medicard(HMO) « Paternity leave,
Probationary 6 + Sick leave « Company uniform
ol E I * Vacation leave
T | ety leave
Security Agency . 4 mployee lurnover *  Fly in-fly out airfare ticket
Rio Grande Male: 12 *  Year end bonus & midyear bonus
Germar 74 F I . 4
Tombo eémale. Health and Safety
GRAND TOTAL Total: 16

HMC considers the immense value of its workforce for its everyday operations. To ensure that their
physical and mental well-being are maintained, the company developed and maintains health and
safety programs for these employees.

One program is the creation of a Central Safety, Health and Environmental Committee (CSHEC) by

the company. This committee is made up of 30 employees, 12 Labor-Management Council, 5
management and 13 union officers. Apart from ensuring that proper health, safety and environmental

practices are followed within HMC's areas of operation, the committee is also in charge of approving
the Annual Safety and Health Program (ASHP) of HMC, that is submitted to Mines and Geosciences
Bureau 13 (MGB 13).

The company also conducts health programs like lectures to educate workers on occupational
hygiene, pulmonary TB, heat exhaustion/ heat stroke and other medical conditions to help employees
maintain their good health inside and outside the workplace. HMC also conducts fitness programs to
promote a non-sedentary lifestyle to its workers. To monitor the health of employees, the company
conducts check-ups with sugar blood tests.

Group tree-planting activity

CBA & Benefits

As with other NAC companies, a Collective Bargaining Agreement, covering 85.86% of HMC employees, is
agreed upon by HMC and its workers' union. The breakdown of employees under the CBA is as follows:

Total number of employees
Total Rank & File employees
Confidential employees
Union members

Disaster recovery rescue drill
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SOCIAL DEVELOPMENT MANAGEMENT PLAN

Similar to the other NAC companies (RTNMC, TMC and CMC), HMC also has a Social Development
Management Plan (SDMP) that is developed every five years in consultation with the communities to
address their issues and needs. Under the SDMP, HMC was able to implement projects covering areas
of education, health, infrastructure and livelihood, for residents around the areas of operation.

Tech-Voc Scholars attending TESDA skills training
Educational Assistance PhP 12,508,096.55 Health PhP 3,290,469.36

Under education, HMC scholars from day care pupils to HMC su pports
secondary students, were provided with free school and

matriculation fees, shoes, uniforms, bags, and educational 1,251 scholars
supplies, while schools were given audio-visual equipment which

include computer units and accessories. HMC also constructed from day Care_to
school buildings and other school infrastructure support to C()||ege |nclud INg
augment the shortage of educational facilities in the community. thOSG en I’Ol Ied

Twenty-three (23) college scholars from host communities : : a
and the Municipality of Tagana-an were fully supported by In the.technlcal
the company as they took various courses like Engineering, Vocat|ona| (‘tech -
Education, Environment and Mining. The students are enrolled .

in the following cities: Surigao, Butuan, Cebu, Dumaguete, and VOC) SChOlarSh IP

Manila.
Infrastructure PhP 3,057,778.00 | ivelihood PhP 1,852,875.75 program

HMC, in partnership with Technical Education and Skills
Development Authority (TESDA), provides assistance to its
automotive, electronics and welding scholars through the
‘enrollment to employment’ scholarship. Last year, 61 scholars
benefited from the program, going under holistic training that
includes character-building and attitude towards work training,
basic occupational safety and health and actual skills training at
TESDA centers in Surigao and Davao. The company also enrolled
the scholars in basic American English training in Butuan to
prepare them for future employment here and abroad.

Recently, HMC scholars had the following accomplishments:
* 14 welding scholars completed their requirements to be
eligible for employment abroad, with the assistance of TESDA.
Information Campaign/ PhP 4,475,089.33  Socio-Cultural PhP 287,858.57 + 18 automotive scholars are waiting for their OJT training in
Mining Technology & Butuan City in some of the world's biggest and well-known
Research car companies.

+ 29 electronic scholars on their OJT at Panasonic in Laguna.
Total PhP 25,472,167.56

68 69



NICKEL ASIA CORPORATION

The company has also achieved a major milestone in education

by implementing the Dynamic Learning Program (DLP)- a new
science-based teaching methodology- for the first time in the
Caraga Region, and third in Mindanao. The program was developed
by Drs. Christopher and Ma. Victoria Bernido, both Ramon
Magsaysay awardees for education. Assistance through trainings
and seminars to DepEd teachers and administrators were also
provided.

The company assists in the training of DepEd teachers and
administrators to enhance teaching and learning method. HMC
also supported other DepEd educational setups and policies such
as the Alternative Learning System or and other extra-curricular
activities especially in sports.

Under the health component of SDMP, HMC consistently
implements its quarterly medical-dental mission, in partnership
with the Tagana-an Municipal Health Office. The mission is carried
in 3 host communities, namely: Brgy. Talavera, Sitio Campandan
and Sitio Bagong Silang. The outreach program benefitted
patients by providing them with free medical consultation, tooth
extraction and medicines. HMC also conducted a feeding program
for 72 underfed children resulting in the complete eradication of
malnourishment in the community as reported by the barangay
health center.

HMC medical mission

Under the ICE
advocacy, 50
students benefited
from the Summer
Job Program
through the
Hinatuan mining
Employment

and Learnership
Program for
Students (HELPS)

500 patients benefited from the quarterly medical-dental

mission of HMC

2013 SUSTAINABILITY REPORT

In terms of public infrastructure and utilities, HMC successfully repaired and rehabilitated the
water systems of Brgy. Talavera and Sitio Bagong Silang. In addition, the operationlization of
Sitio Campandan electrification project was attained. The company provided homes in the entire
community with free service drop wires and electricity meters and street lighting.

HMC also sponsored the formulation of the Barangay Development Plan (BDP) of the 13 neighboring
barangays from the Municipality of Tagana-an as part of its research program as the official guiding
principle in improving the barangay and attaining progress in all its communities.

To help uplift the economic condition of residents, HMC implemented various livelihood projects in
2013. These projects were:

Development of the peoples’ organizations (POs)

Support for dress making/tailoring livelihood and handicraft production

Facilitation of entrepreneurial skills and organization development trainings

Introduction of proper fish processing

HMC supported Peoples Organization with their custom-made handbags

Close to 650 families are direct beneficiaries of HMC livelihood
programs and income-generating projects in both, Tagana-an
and South Dinagat Nickel Projects

In addition, HMC utilized its Mining Technology and Research funds specifically on Feasibility Study on
potential livelihood projects and local socio-economic profiling for HMCs SDMP.
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Environmental Responsibility

CMC is committed to the principles of sustainable development and recognizes its roles as steward
of the environment. The reforestation program of the company is aimed to increase forest cover of
denuded areas. The program is also supports the MGB's Mining Forest Program (MFP) and National
Greening Program (NGP) of the government. Managing the impact on biodiversity, the environment
team has come up with an offsetting strategy on activities associated by mining through the
protection of Maraguing Watershed. Hence, improve its habitat and consequently meet the living
conditions of flora and fauna.

Currently, CMC does not have any mined-out sites. But much action and planning have already been
ongoing to reduce any environmental impacts that the company may have in and around its areas of
operation.

CMC Eco Park

REFORESTATION

Greening and reforestation has been conducted outside the mining areas and in denuded areas within
its Mineral Production Sharing Agreement (MPSA) which are not suitable for mining. In 2012, CMC
planted on 4.3 hectares with almost 5,000 seedlings. Organic fertilizer from the company's vermi-
compost project is being used to improve survival rates of the plants. CMC spent PhP 23 million for the
programs under EPEP.

Other activities are continuously conducted for the maintenance and protection of reforested areas,
including re-planting, brushing, fertilizer application and pruning. With respect to coastal areas, the
company conducts maintenance efforts for 4,600 mangrove propagules planted on about 0.62 hectares
of the declared Valencia Marine Protected Area.

2013 SUSTAINABILITY REPORT

CMC rehabilitated area

198.51 hectares of land has benefited from planting
projects in pursuit of the Carbon Sink Program and National
Greening Program

Similar to RTNMC, for their exemplary environmental programs, CMC
received the Presidential Mineral Industry Environmental Award - Platinum

Achievement (surface mining category) during the 2010 annual National Mine
Safety and Environment Conference.

POLLUTION CONTROL

CMC implements programs and policies that aim to reduce the impact of its operations on the
environment. Some of these projects include management of dust emissions, regular maintenance
of equipment, management of waste and monitoring of emissions and energy use.

In order to minimize the generation of dust, the company employs the following activities:

Regular water spraying of all haulage areas, including barangay roads, especially during dry
season in the months of May to September

Employed four (4) water Lorries for spraying, wherein a total of 3,305 trips or equivalent to 33,050
cu.m. of water was sprayed in most major mine and community roads

Periodic grading of haulage areas

Periodic road matting of haulage areas

Creation of dust barriers through the planting of trees at the barangay roadsides and mine
access road

Regular conduct of in-house monitoring on ambient air, with the use of a High Volume Sampler.
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Water spraying at CMC minesite

So far, CMC has not experienced any violations or major issues from the local residents pertaining to
airborne dust due t the mitigating measures done by the company.

As a means of reducing CO2 emissions, a considerable number of equipments/ facilities were provided
with mufflers. Periodic maintenance schedules on various equipments also were conducted to ensure
they run safely and efficiently.

Planting of diversified species within and outside MPSA area is another initiative to reduce greenhouse
gas emission. Trees are proven to sequester carbon and other chemicals emitted during mining
operation. To date, a total of 198.51 hectares of land has been used for planting activities in pursuit of
the Carbon Sink Program and National Greening Program.

In terms of energy consumption, CMC used 817 MWH for operational activities, through its gen sets.
To power these gen sets and other heavy equipment, the company consumed 1.88 million liters of
diesel fuel, while 11,910 liters of gasoline was used for other equipment.

WASTE MANAGEMENT

The company developed a Waste Management Program to ensure that waste generated in the camp
site are collected, segregated, stored, transported and disposed properly. CMC also established a Waste
Management System where wastes from the Mine Camp Area and Mine Pit Area are collected and
transported to the Material Recovery Facility (MRF). In the MRF, waste materials are segregated into
scrap metals, recyclables, waste oil, waste tires and batteries. The steel scraps gathered from the MRF
are sold to approved scrap buyers and generate additional income.

Solid Waste Management

The total solid waste (garbage) generated in 2013 was 1,422 m?. Out of this, only 595 m® were disposed
to sanitary landfills and the rest were stored in the MRF and used as compostable materials, accounting
for the remaining 827 m3.

Waste generated from mining operations (stripping and extraction), on the other hand, produced non-
profit rock materials. These rocks were dumped temporarily in designated waste dump areas or stockpile
zones for future use like filling for haul roads, causeways and silt pond structures. Other overburden
materials will be used for rehabilitation/ revegetation for backfilling of denuded or mined-out areas. The
total stripped waste generated during Year 2013 accounted to 656, 653.9 WMT.
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Hazardous Waste Management

All hazardous materials generated by the company such as used oil, lubricants, tires and batteries are
temporarily stored in the MRF to keep emissions from affecting the environment. CMC also installed
oil and water separator within the fuel depot, fuel storage areas and other areas handling hazardous
substances in adherence to RA 6969 known as “Hazardous, Toxic and Nuclear Waste Act of 1990".

WATER QUALITY DEGRADATION MEASURES
Water Management Plan

Water is discharged from silt ponds and drainage canals that are M ||n N
directed into rivers/streams. Currently, CMC has no data on the CMC sett gpo dS

quantity of water that discharges into these bodies of water as it have a total volume
is hard to quantify the volume of run-off that goes into various silt Capacity Of over

ponds.
392,800 m3

In terms of silt management, over 77,000 m?® of silt was removed
from existing settling ponds. To help improve the process,
additional settling ponds were constructed fronting the CMC Mine
Camp with a total capacity of about 2,060 m3.

Water Consumption

CMC's main source of water supply for domestic consumption is drawn from two spring water
sources of Pinagbahan area and Maraguing watershed. In 2013, a total of 33,050 cu.m was withdrawn
from both sources.

CLOSURE ACTIVITIES

CMC agrees to the principle of the Final Mine Rehabilitation and Decommissioning Plan (FMRDP), as
a means of rehabilitating excavated, mined-out, settling ponds and disturbed areas to the condition of
environmental safety.

The company also agrees to prevent or eliminate long term environmental impacts by returning mined
land to a physically and chemically stable, productive and self-sustaining condition while taking into
consideration the beneficial uses of the land and the surrounding areas. The Closure Plan ensures
that alternative skills and sustainable livelihood opportunities are provided to the mine employees
including their dependents and to the host and neighboring communities.

Decommissioning is also the transition period that begins with the cessation of the mine pit and

the nickel lateriate production and ends with the removal of all unwanted structures. The company
shall adopt a decommissioning strategy for each mine component, including mitigating measures

to assure that potential adverse environmental impacts shall be minimized during the course of the
decommissioning period. However, all building structures, recreational facilities, housing, pier and
causeway shall be turned-over to the Local Government Unit (LGU) of Barangay Valencia. During the
decommissioning and after mine closure, monitoring and maintenance shall be continued until such a
time that the area is declared safe by the Mines & Geosciences Bureau.
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Social Responsibility

CMC gives much time and resources to the development of programs that aim to benefit its
employees, and the communities that surround its areas of operation.

Employees

As of 2013, CMC's total workforce is at 703. This number is made up of regular, probationary and
other types of employees. The breakdown of CMC's workforce is as follows:

Sr. Manager

Manager

Supervisor

Rank and File

Total Probationary & Regular

Seasonal

Total Workforcex

CBA and Benefits

Of the regular CMC employees, 61% (104 of 172) are covered by the collective bargaining agreements
(CBA) under CMWU-NAFLU-KMU. The union is close shop where all non-confidential rank and file

are automatic members of the union. The CBA is renewed every 5 years while economic provisions are
reviewed after 3 years. Salient features of the CBA include members' compensation and benefits,
incentives, union security, grievance procedure, no strike, lock-out and work stoppage provisions and
Labor Management Committee.

Full time employees and rank and file employees are also given the following benefits:

«  Supervisors up to Senior Managers - free housing and messing, Fly In- Fly Out (FIFO), vacation and
sick leave credits, life insurance, medical insurance including legal dependents, rice allowance, and
toiletries allowance

« Rank and File employees - free housing ,vacation and sick leave credits, life insurance, medical
insurance including legal dependents, rice allowance, and toiletries allowance

« Seasonal drivers and heavy equipment operators are given rice and cash production incentives.

CMC considers the immense value of its workforce for its everyday operations. To ensure that their
physical and mental well-being are maintained, the company developed and maintains health and
safety programs for its employees.

2013 SUSTAINABILITY REPORT

Health and Safety

It is the objective of the company to integrate total loss control into the management system so that
people, equipment, materials and the environment are amply protected from accidents. Line managers
take direct hand in pursuing loss prevention activities through the following standards:

Personal Injury and Loss of Life Prevention
Property Damage and Wastage Control
Comfortable Health Care Environment
Safety, Health and Environment Policy
Total Loss Control Management

Central Safety and Health Committee
Safety and Health/Loss Control Tours

NooapwN -~

Programs and activities implemented to ensure achievement of the health and safety objectives
include planned Inspection, job and task analysis, accident/incident investigation, emergency
preparedness, maintenance organizational health and safety rules, accident and incident analysis,
employee training, issuance and monitoring of proper usage of personal protective equipment, health
services, regular group meetings, advocacy, regular monitoring and evaluation.

Million Manhour Milestone

As of December 2013 the company acquired Ten Million Two Hundred Thousand Three Hundred

Eighty and 01/100 (10,204,380.01) without lost time accident. For Fiscal Year July 2013 to June
2014 the company acquired Eight Hundred Nineteen Thousand Five Hundred Sixty Seven and 75/100
(819,567.75) as of December 2013. Incidents have significantly reduced from 156 in Y2011 to 40 in
Y2013 or 74% reduction.

i NEVA
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3 year Accident Record

YEAR | Jan | Feb | Mar | Apr May Jun | Jul | Aug | Sep
2| 2| 6| 10| 11| 26| 18| 24| 31| 23] 2| 1

2011 156
2012 5 8| 13 7 9| 14| 18| 14 5 6 0 1 100
2013 3 0 0| 15 4 0 3 5 4 6 0 0 40
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SOCIAL DEVELOPMENT MANAGEMENT PLAN

CMC implemented various projects in the areas of Health, Education,
Livelihood, Public Utilities and Socio Cultural Values (HELPS) under the
SDMP to benefit its host and neighboring barangays: Valencia, Boa,
Legaspi and Sitio Maytubig. Apart from the SDMP, the company also
implements extended programs for Corporate Social Responsibility,
which are outside the SDMP fund. Currently, the company is in its 3™
year of the 5 year SDMP.

To uplift education in the four barangays, CMC provides support to
the public schools in the form of subsidies for volunteer teachers,
assistance for building repairs and improvements and provision of
multi-media equipment, desktop computers, and printers. Last year,
2 classrooms were constructed and materials for school renovations
and facilities were provided to communities.

Elementary and high school
students were provided with
assistance to pay for their
schooling, while 18 deserving
college scholars from the host and
neighboring communities were
given the opportunity of free college
education. Twenty-four teachers
were also provided with subsidies
by the SDMP fund.

CMC has been conducting

annual medical missions in the
communities where the company
operates. These missions include
free medical consultations, with
first-aid medicines and vitamins,
feeding programs for children
between the ages 4-7 years

old, and the provision of health
supplies for the Senior Citizens..
Under the Company's CSR, a NAC-
wide medical mission was also
conducted which catered major
and minor surgeries for all patients
coming from the communities of
its three Operating Companies in
CARAGA.

Gift giving at Cabiton-an

Medical missions at Brgy. Legaspi

977 elementary
and high school
students benefited
from financial
assistance of CMC
through the SDMP
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To help develop infrastructure in the barangays CMC provides assistance by building, refurbishing
or rehabilitating buildings and other structures. In Barangay Valencia, two day care centers were
constructed while centers in neighboring barangays were given assistance for improvement. Water
systems improvement in the four Barangays and the installation of solar powered street lights were

also conducted, in 2013.

In terms of livelihood, technical
services training on heavy equipment
operations through TESDA was
conducted for qualified men from the
community. The production of curtains
and fashion accessories were also
taught to women and out-of-school-
youth, wherein trainees were provided
with tools and materials needed to
start-up a small business. Other
women goups were also trained in

hot meals — commercial cooking and
food processing, also provided with
the needed ingredients, materials and
equipment. A tilapia culture project
was introduced and implemented for
one barangay, and other previously
implemented projects such as hog
and poultry raising, rice retailing,

and agrivet supplies retailing were
sustained. Trainings on organizational
developement, financial and project
management were also conducted

in order to equip the beneficiaries, or
the People's Organizations (POs), in
the establishement, management and
monitoring phases, thus,strengthening
the groups and enabling them to
sustain these programs. A livelihood
center building was also constructedat
the host community, which will serve
as a trade venue for SDMP's livelihood
programs for the women's association
such as hardware supply store, credit
cooperative and tailoring shop.

Commercial cooking training at Valencia

Health supplies for the senior citizens

Furthermore, in the light of inspiring and bringing hope to our future generations, a first ever
conducted in the mining communities of CARAGA Region, was the 3-day Values Formation Seminar
for the young people, the “YOUTH", held last year by CMC. SK Officials and other youth leaders from
the host community of the Company actively went through the experience of being shaped into
becoming responsible future leaders and citizens of the community and of the country.
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GRI Content Index Sheet
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Profile .. . .
. Description Page No. Section / Direct Answer
Disclosure
fi h i ision-maker of th . . .
Stater.nen't rom the most senior decision-maker of the 2 Joint Message from Chairman and President
1.1 organization
1.2 Description of key impacts, risks, and opportunities 23 Risk related to business
2.1 Name of the organization 4 About NAC
2.2 Primary brands, products, and/or services 10 Products & Services
23 Operational structure of the organization 8 Corporate Structure
2.4 Location of organization’s headquarters 92 Corporate Directory
2.5 Number of countries where the organization operates 9 Overview of 4 operating mines
2.6 Nature of ownership and legal form About NAC
2.7 Markets served 12 Products & Services
2.8 Scale of the reporting organization 22 Social Responsibility
2.9 Significant changes during the reporting period There were no major changes
2.10 Awards received in the reporting period
3.1 Reporting period 1 About the Report
3.2 Date of most recent previous report 1 About the Report
3.3 Reporting cycle 1 About the Report
3.4 Contact point for questions regarding the report 92 Corporate Directory
3.5 Process for defining report content 1 About the Report
3.6 Boundary of the report 1 Corporate Structure
State any specific limitations on the scope or boundary of the Reported in operational mine sites only
3.7 report
Basis for reporting on joint ventures, subsidiaries, leased Ownership percentage
3.8 facilities, outsourced operations, and other entities PP &
Based on the internal standards for mining
3.9 Data measurement techniques and the bases of calculations industry
Explanation of the effect of any re-statements of information
provided in earlier reports, and the reasons for such re- None
3.10 statement
Significant changes from previous reporting periods in the This is the first sustainability report
3.11 scope, boundary, or measurement methods
Table identifying the location of the Standard Disclosures in the 83 GRI Content Index Sheet
3.12 report.
Policy and current practice with regard to seeking external % External Assurance Certificate
3.13 assurance for the report.
Governance structure of the organization, including committees .
1 B
4.1 under the highest governance body 4 oard Committee
Indicate whether the. Chair of the highest governance body is 14 The Board
4.2 also an executive officer
For organizations that have a unitary board structure, state the
number and gender of members of the highest governance 14 The Board
4.3 body that are independent and/or non-executive members
Mechanisms for shareholders and employees to provide
. . . . 2013 A IR t
4.4 recommendations or direction to the highest governance body nhual Repor
Linkage between compensation for members of the highest
governance body, senior managers, and executives and the 2013 Annual Report
4.5 organization’s performance
Procgsses |r? place for the h'lghest governance body to ensure 15 Audit & Risk Committee
4.6 conflicts of interest are avoided
Process for determining the composition, qualifications, and
expertise of the members of the highest governance body and 15 Nomination Committee
4.7 its committees
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Internally developed statements of mission or values, codes of

Environment

conduct, and principles relevant to economic, environmental, 7 Mission, vision, corporate values
4.8 and social performance and the status of their implementation

Procedures of the highest governance body for overseeing the

organization’s identification and management of economic,

gnwronmental, anc.I 'soual performance, mcIudmg releva.nt 15 Audit & Risk Committee

risks and opportunities, and adherence or compliance with

internationally agreed standards, codes of conduct, and
4.9 principles

Processes for evaluating the highest governance body’s

own performance, particularly with respect to economic,
4.10 environmental, and social performance

Explanation of whether and how the precautionary approach or
4.11 principle is addressed by the organization

Externally developed economic, environmental, and

social charters, principles, or other initiatives to which the None
4.12 organization subscribes or endorses

Memberships in associations and/or national/international . I
4.13 advocacy organizations in which the organization Chamber of Mines, Philippines
4.14 List of stakeholder groups engaged by the organization 27 Stakeholder Management

Basis for identificati d selecti f stakehold ith wh

asis for identification and selection of stakeholders with whom 27 Stakeholder Management

4.15 to engage

Approaches to stakeholder engagement, including frequency of 27 Stakeholder Management
4.16 engagement by type and by stakeholder group

Key topics and concerns that have been raised through

stakeholder engagement, and how the organization has

responded to those key topics and concerns, including through 27 Stakeholder Management

4.17 its reporting

EC1 . . L
Direct economic value generated and distributed,
including revenues, operating costs, employee . o
compensation, donations and other community 24 Economic Profitability
investments, retained earnings, and payments to capital
providers and governments.

EC2 Financial implications and othe r risks and opportunities 23 26 Risk related to business and industry,
for the organization’s activities due to climate change. ! financial position

EC3 Coverage of the organization’s defined benefit plan PhP 963 Million was spent on employee
obligations. benefits

EC4 We pay equal / higher to the local
Significant financial assistance received from minimum wage as specified by the local
government. government for the region

EC5 Range of ratios of standard entry level wage by gender We have specific suppliers for the services
compared to local minimum wage at significant locations they comply with our environmental /
of operation. social requirement criteria.

EC6 Policy, practices, and proportion of spending on locally- We hire site workers (rank & file level
based suppliers at significant locations of operation. employees from the local community of

the mine site.

EC7 Procedures for local hiring and proportion of senior Social Development Mgmt. Plan
management hired from the local community at Corporate Social Responsibility
significant locations of operation.

EC8 Development and impact of infrastructure investments Social Development Mgmt. Plan
and services provided primarily for public benefit 43,55, 68, 80 Corporate Social Responsibility
through commercial, in-kind, or pro bono engagement.

EC9 Social Development Mgmt. Plan
Understanding and describing significant indirect 43, 55, 68,80 | Corporate Social Responsibility
economic impacts, including the extent of impacts.

EN1 Materials used by weight or volume. 39 Materials Stewardship
Percentage of materials used that are recycled input
EN2 materials.
EN3 Direct energy consumption by primary energy source. 36, 51, 64, 75 Pollution Control
EN4 Indirect energy consumption by primary source.
Fnergy saved due to conservation and efficiency 64 Pollution Control
ENS5 improvements.
Initiatives to provide energy-efficient or renewable
energy based products and services, and reductions in
EN6 energy requirements as a result of these initiatives.
Initiatives to reduce indirect energy consumption and
EN7 reductions achieved.
EN8 Total water withdrawal by source. 38,52, 66,77 Water Quality Measures
L ith ‘
Water sources significantly affected by withdrawal of 38 52, 66, 77 Water Quality Measures
EN9S water.
Percentage and total volume of water recycled and
EN10 reused.
Location and size of land owned, leased, managed
in, or adjacent to, protected areas and areas of high 32,49,63,74 Reforestation
EN11 biodiversity value outside protected areas.
Description of significant impacts of activities, products,
EN12 and services on biodiversity in protected areas and areas 18 Environmental Responsibility
of high biodiversity value outside protected areas.
EN13 Habitats protected or restored. 32,49,63,74 | Reforestation
Strateg_les,.current achqns,_ and_future plans for 18 Mine Rehabilitation Reforestation
EN14 managing impacts on biodiversity.
Number of IUCN Red List species and national
EN15 conservation list species with habitats in areas affected None of the IUCN species are affected
by operations, by level of extinction risk.
EN16 Tot_al direct and indirect greenhouse gas emissions by 36,51, 64, 75 Pollution Control
weight.
EN17 Otr_mer relevant indirect greenhouse gas emissions by 36,51, 64, 75 Pollution Control
weight.
EN1S Inlnanyes to re_duce greenhouse gas emissions and 36,51, 64, 75 Pollution Control
reductions achieved.
EN19 Emissions of ozone-depleting substances by weight. We don’t emit ODS
EN20 NOx, SOx, and other significant air emissions by type and
weight.
EN21 Total water discharge by quality and destination. 38, 52,66, 77 Water Quality Measures
EN22 Total weight of waste by type and disposal method. 36,51, 66,77 | Waste Management
EN23 Total number and volume of significant spills. There were no significant spills
Weight of transported, imported, exported, or treated
EN24 waste deemed hazardous under the terms of the Basel All our waste are properly disposed by the
Convention Annex |, 11, 1ll, and VIII, and percentage of DENR accredited recycler
transported waste shipped internationally.
Identity, size, protected status, and biodiversity value of
i | habi ignifi ly aff .
EN25 water bodles.and re atfed .ablltat.s significantly affected 38 52, 66, 77 Water Quality Measures
by the reporting organization’s discharges of water and
runoff.
EN26 Initiatives to mitigate environmental impacts of products | 17, 30, 48, 62, Environmental Responsibility

and services, and extent of impact mitigation.
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EN27

Percentage of products sold and their packaging
materials that are reclaimed by category.

2013 SUSTAINABILITY REPORT

Human Resources

EN28

Monetary value of significant fines and total number
of non-monetary sanctions for non-compliance with
environmental laws and regulations.

There were no significant fines

EN29

Significant environmental impacts of transporting
products and other goods and materials used for the
organization’s operations, and transporting members of
the workforce.

Impact on Biodiversity - Sea transport

Percentage and total number of significant investment
agreements and contracts that include clauses

EN30

Total environmental protection expenditures and
investments by type.

17, 30, 48, 62,
74

Environmental Responsibility

Labor Practices

LAl

Total workforce by employment type, employment
contract, and region, broken down by gender.

22,40, 53, 66,
78

Employees

LA2

Total number and rate of new employee hires and
employee turnover by age group, gender, and region.

41, 53, 66

Employees

LA3

Benefits provided to full-time employees that are not
provided to temporary or part-time employees, by major
operations.

41,53, 66, 78

Benefits

LA15

Return to work and retention rates after parental leave,
by gender.

All the employees returned after their
parental leave

LA4

Percentage of employees covered by collective
bargaining agreements.

41, 53, 66, 78

CBA

LAS

Minimum notice period(s) regarding significant
operational changes, including whether it is specified in
collective agreements.

LA6

Percentage of total workforce represented in formal
joint management-worker health and safety committees
that help monitor and advice on occupational health and
safety programs.

42,54,67,79

Health & Safety

LA7

Rates of injury, occupational diseases, lost days, and
absenteeism, and number of work-related fatalities by
region and by gender.

42,54,67,79

Health & Safety

LA8

Education, training, counseling, prevention, and risk-
control programs in place to assist workforce members,
their families, or community members regarding serious
diseases.

42,54,67,79

Health & Safety

LA9

Health and safety topics covered in formal agreements
with trade unions.

41, 54, 66

Health & Safety

LA10

Average hours of training per year per employee by
gender, and by employee category.

41, 54, 66

Benefits

LA11

Programs for skills management and lifelong learning
that support the continued employability of employees
and assist them in managing career endings.

41, 54, 66

Benefits

LA12

Percentage of employees receiving regular performance
and career development reviews, by gender.

We conduct annual performance reviews
for our employees

LA13

Composition of governance bodies and breakdown of
employees per employee category according to gender,
age group, minority group membership, and other
indicators of diversity.

14

Reported in employment level

LA14

Ratio of basic salary and remuneration of women to
men by employee category, by significant locations of
operation.

Employee salary is based on the position
and level of responsibility they hold in the
company but not based on the gender.

HR1 . . .
incorporating human rights concerns, or that have
undergone human rights screening.
Percentage of significant suppliers, contractors and other . . .
. . All our suppliers need to implement social
HR2 business partners that have undergone human rights
. . standards of the company
screening, and actions taken.
Total hours of employee training on policies and
HR3 procedures concerning aspects of human rights that
are relevant to operations, including the percentage of
employees trained.
HRA Total number of incidents of discrimination and actions There were no actions of discrimination
taken. taken
Operations and significant suppliers identified in .
p. . & ) PP L We ensure that there are no risk to the CBA
which the right to exercise freedom of association and .
HR5 . . . . we have with the employees and al the
collective bargaining may be violated or at significant members fully eniov their rights
risk, and actions taken to support these rights. y enjoy &
rations and significan liers identifi havin
Qpe' E.mo S? d Slg. I .ca tsupp I.e s identified as having We ensure that none of our as well as our
HR6 significant risk for incidents of child labor, and measures local suppliers have anv incidents of child
taken to contribute to the effective abolition of child PP . 4
labor practice.
labor.
Operations and significant suppliers identified as having
HR7 significant risk for incidents of forced or compulsory There were no incidents of forced / com-
labor, and measures to contribute to the elimination of pulsory labor in the company and mine site
all forms of forced or compulsory labor.
Percentage of security personnel trained in the
HR8 organization’s policies or procedures concerning aspects | 42, 54, 67, 79 Health & Safety
of human rights that are relevant to operations.
Total number of incidents of violations involving rights of . -
HR9 - . gre 42,57 Corporate Social Responsibility
indigenous people and actions taken.
We ensure that none of our operations
. have any impact on human rights of our
Percentage and total number of operations that have yimp . € .
> . . . employees and surrounding communities.
HR10 been subject to human rights reviews and/or impact .
We have designed programs to ensure no
assessments. _ .
violations of such occur in through any of
our operations.
Number of grievances related to human rights filed,
HR11 addressed and resolved through formal There were no such grievances
grievance mechanisms.
Society
. . Community Relations & Development
Percentage of operations with implemented local . i P
- . Social Development Management Plan
SO1 community engagement, impact assessments, and . IR
Corporate Social Responsibility
development programs.
Community Relations & Development
509 Operations with significant potential or actual negative Social Development Management Plan
impacts on local communities. Corporate Social Responsibility
Prevention and mitigation measures implemented in Community Relations & Development
S010 operations with significant potential or actual negative Social Development Management Plan
impacts on local communities. Corporate Social Responsibility
502 Percentage and total number of business units analyzed
for risks related to corruption.
503 Percentage of employees trained in organization’s anti-
corruption policies and procedures.
SO4 Actions taken in response to incidents of corruption.
SO5 Public policy positions and participation in public policy

development and lobbying.
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SO6

Total value of financial and in-kind contributions to
political parties, politicians, and related institutions by
country.

SO7

Total number of legal actions for anti-competitive
behavior, anti-trust, and monopoly practices and their
outcomes.

There were no such actions

Mining Sector Supplement

Profile Disclosure

Description

Commentary added to include Proportion of local workforce as

Page No.

2013 SUSTAINABILITY REPORT

Section / Direct Answer

SO8

Monetary value of significant fines and total number of
non-monetary sanctions for non-compliance with laws
and regulations.

There were no such fines

Product Responsibility

PR1

Life cycle stages in which health and safety impacts of
products and services are assessed for improvement,
and percentage of significant products and services
categories subject to such procedures.

39

Material Stewardship

PR2

Total number of incidents of non-compliance with
regulations and voluntary codes concerning health and
safety impacts of products and services during their life
cycle, by type of outcomes.

There were no such incidents

PR3

Type of product and service information required by
procedures and percentage of significant products and
services subject to such information requirements.

PR4

Total number of incidents of non-compliance with
regulations and voluntary codes concerning product and
service information and labeling, by type of outcomes.

PR5

Practices related to customer satisfaction, including
results of surveys measuring customer satisfaction.

PR6

Programs for adherence to laws, standards, and
voluntary codes related to marketing communications,
including advertising, promotion, and sponsorship.

PR7

Total number of incidents of non-compliance with
regulations and voluntary codes concerning marketing
communications, including advertising, promotion, and
sponsorship by type of outcomes.

PR8

Total number of substantiated complaints regarding
breaches of customer privacy and losses of customer
data.

PR9

Monetary value of significant fines for non-compliance
with laws and regulations concerning the provision and
use of products and services.

EC7 - MMSS 22 Social Responsibility
well as local management
EN2 - MMSS Commentary added to clarify the scope of scrap 16 Environmental Responsibility
Commentary added to emphasize the link to resettlement and
closure activities.
EN12 - MM o - o , 77 | Pl
ss Compilation added to report on biodiversity impacts of >3 Closure Plan
resettlement or closure.
Amount of land (owned or leased, and managed for production 18, 32,49 . e
MM1 . o . ' 72 " | Mine Rehabilitati
activities or extractive use) disturbed or rehabilitated. 63,74 ine Rehabiiitation
Rio Tuba Nickel Mining Corp.
- - . 18, 32, 49, | Taganito Mining Corp.
EN13 - MMSS Compilation added to report on biodiversity offsets. 63,74 Hinatuan Mining Corp.
Cagdinao Mining Corp.
Commentary added to describe the relevance of ecosystems
services. 18, 32, 49, . e
EN14 - MMSS Commentary added to compilation to invite reporting on 63,74 Mine Rehabilitation
ecosystems services and approaches.
The number and percentage of total sites identified as requiring
Lo . . . 18, 32, 49, . A
MM2 biodiversity management plans according to stated criteria, and Environmental Responsibility
. . . 63,74
the number (%) of those sites with plans in place.
EN20 - MMSS Commentary added to include mobile and stationary sources. Environmental Responsibility
Total amounts of overburden, rock, tailings, and sludge and their .A“ our sites ha\{e EPEP plans
MM3 . . in place for environmental
associated risks. .
protection
Commentary added to clarify the scope of spillages.
EN23 -
N23 - MMSS Compilation added to report on the outcome of spillage incidents.
MM4 Number of strikes and lock-outs exceeding one week’s duration,
by country.
LA7 — MMSS Commer'1tary added under compilation to include a description of 42,54, 67, Health & Safety Mgmt
fatal accidents. 79
Commentary added under compilation to report how freedom of There were no incident of
HR5 - MMSS L L -
association policy is implemented. spillage
Total number of operations taking place in or adjacent to
Indigenous Peoples’ territories, and number and percentage Corporate Social
MM5 . . R 42,57 .
of operations or sites where there are formal agreements with Responsibility
Indigenous Peoples’ communities.
SO1 - MMSS Commentary added to describe the relevance of community 43,55, 68, Health & Safety
engagement processes. 80
Number and description of significant disputes relating to land There were no such disputes
MM6 use, customary rights of local communities and Indigenous 42,57 with any of our host
Peoples. communities
The extent to which grievance mechanisms were used to
. . . There were no such
Mm7 resolve disputes relating to land use, customary rights of local .
L ; grievances
communities and Indigenous Peoples, and the outcomes.
Number (and percentage) of company operating sites where
artisanal and small-scale mining (ASM) takes place on, or adjacent
MM8 . . . .
to, the site; the associated risks and the actions taken to manage
and mitigate these risks.
Sites where resettlements took place, the number of households
MM9 resettled in each, and how their livelihoods were affected in the
process.
MM10 Number and percentage of operations with closure plans. Slllar?ur sites have closure
SO8 — MIMSS Commentary added on judgments related to health, safety and 42,54, 67, Health & Safety
labor laws. 79
MM11 Programs and progress relating to materials stewardship. 39 Material Stewardship
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Corporate Directory

Address:

Head Office

28th Floor NAC Tower Bldg., 32nd Street
Bonifacio Global City, Fort Bonifacio
Taguig City, Philippines 1634

T: +632 892 6669

F +632 892 5344

Mine Sites:

Rio Tuba Mine
Barangay Rio Tuba, Bataraza, Palawan

Taganito Mine
Barangay Taganito, Claver, Surigao del Norte

Cagdianao Mine
Barangay Valencia, Cagdianao, Dinagat Islands

Hinatuan Mine
Barangay Talavera, Taganaan, Surigao del Norte

Corporate Website:
www.nickelasia.com
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