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ANNEX “A”

ANNEX TO NOTICE OF SPECIAL STOCKHOLDERS’ MEETING
OF NICKEL ASIA CORPORATION

=

6.

AGENDA
18 December 2014 Special Stockholders’ Meeting

Call to Order
The Chairman will formally open the Special Stockholders’ Meeting. The Directors and
Officers of the Company will be introduced.

Proof of required notice of the meeting
The Corporate Secretary will certify that copies of this Notice and the Information
Statement have been duly sent to stockholders of record as of 24 November 2014.

Certification of quorum

The Corporate Secretary will attest to the attendance at the meeting and whether a
qguorum is present. Unless otherwise provided in the Corporation Code, a quorum shall
consist of stockholders representing a majority of the outstanding capital stock of the
corporation For the Special Stockholders’ Meeting, Item 4 of the Agenda will require the
affirmative vote of shareholders holding at least 2/3 of the outstanding capital stock.

Declaration of fifty percent (50%) stock dividend

On 10 November 2014, the Board of Directors approved the declaration of a fifty per
cent (50%) stock dividend. The approval of stockholders owning at least 2/3 of the
outstanding capital stock will be sought at the Special Stockholders’ Meeting. The fifty
per cent (50%) stock dividend will consist of 1,263,999,620 common shares which will
be paid to holders of common shares as of record date in proportion to their holdings. In
view of the stock dividend declaration, there will be an adjustment to the number of
shares reserved for the Company’s stock option plans (please see Warrants and
Options Outstanding at pages 7 to 8 of the Information Statement attached to this
Notice). Information about the stock dividend is contained in pages 8 to 9 of the
Information Statement. The resolution to be adopted will be the approval of the stock
dividend, with the corresponding adjustment to the number of shares reserved for the
stock option plans and the concomitant waiver of pre-emptive rights with respect to the
additional shares that will be reserved for the stock option plans.

Shareholders will have an opportunity to ask questions or seek clarification during the
OPEN FORUM. A shareholder, upon identifying himself or herself, may raise questions
that are relevant or express an appropriate comment.

Other Matters
Matters that are relevant to and appropriate for the special stockholders’ meeting may be
taken up.

Adjournment






PART 1.

INFORMATION REQUIRED IN INFORMATION STATEMENT

A. GENERAL INFORMATION

Item 1. Date, Time and Place of Meeting of Security Holders

The Special Meeting of the Stockholders of Nickel Asia Corporation, a corporation organized
and existing under the laws of the Philippines with address at the 28" Floor, NAC Tower, 32"
Street, Bonifacio Global City, Taguig City, Metro Manila will be held on Thursday, 18
December 2014 at 3:00 p.m. at the SMX Convention Center, SM Aura Premier, McKinley
Parkway, Taguig, Metro Manila (the “Special Stockholders’ Meeting” or “Meeting”). The
Agenda of the Meeting, as indicated in the accompanying Notice of Special Meeting of
Stockholders, is as follows:

Call to Order

Proof of required notice of the meeting
Certification of quorum

Declaration of fifty percent (50%) stock dividend
Other matters

Adjournment

IZESER N

There will be an open forum before the approval of the declaration of fifty percent (50%) stock
dividend and corresponding adjustment to the shares for the Company’s stock option plans
(please see Warrants and Options Outstanding at pages 7 to 8 of this Information Statement)
are submitted to the vote of the shareholders. Questions will likewise be entertained for other
items in the agenda as appropriate and consistent with orderly proceedings.

The Management Report, the Audited Financial Statements for the year ended 31 December
2013, and the Quarterly Report as of 30 September 2014 are attached to this Information
Statement. The Annual Report under Securities Exchange Commission (“SEC”) Form 17-A and
the Quarterly Report under SEC Form 17-Q was made available on the Company’s website.
Upon written request of a shareholder, the Company shall furnish such shareholder with a copy
of the said Annual Report on SEC Form 17-A, as filed with the SEC, free of charge. The
contact details for obtaining such copy are on Page 11 of this Information Statement.

Shareholders who cannot attend the Meeting may accomplish the attached Proxy Form.
Please indicate your vote (Yes, No, Abstain) for the item in the attached form, and submit the
same on or before 11 December 2014 to the Office of the Corporate Secretary at the
Company’s principal office at the 28" Floor, NAC Tower, 32™ Street, Bonifacio Global City,
Taguig City, Metro Manila.

Proxies will be validated on 15 December 2014 at the Company’s principal office, and will be
tabulated by the Company’s stock transfer agent, Stock Transfer Service Inc. (“STSI”). Proxies
will be voted in accordance with applicable rules.

Voting procedures are contained in Item 19 (page 10) of this Information Statement and will be
stated at the start of the Meeting.



Further information and explanation regarding specific agenda items, where appropriate, are
contained in various sections of this Information Statement. This Information Statement
constitutes notice of the resolutions to be adopted at the Meeting.

This Information Statement and Proxy Form shall be sent to security holders in no case later
than 27 November 2014, after the approval of the Definitive Information Statement by the SEC.

WE ARE NOT SOLICITING PROXIES, BUT SHAREHOLDERS ARE INVITED TO SEND
THEIR PROXIES IF THEY CANNOT ATTEND SO THAT THEIR VOTE MAY BE COUNTED.

Item 2. Dissenters' Right of Appraisal

There are no corporate matters or action to be taken during the Meeting on 18 December 2014
that will entitle a stockholder to a Right of Appraisal as provided in Title X of the Corporation
Code of the Philippines (Batas Pambansa [National Law] No. 68).

For the information of stockholders, any stockholder of the Company shall have a right to
dissent and demand payment of the fair value of his shares in the following instances, as
provided in the Corporation Code of the Philippines:

1. In case any amendment to the articles of incorporation has the effect of changing or
restricting the rights of any stockholder or class of shares, or of authorizing
preferences in any respect superior to those of outstanding shares of any class, or
of extending or shortening the term of corporate existence (Section 81);

2. In case of sale, lease, exchange, transfer, mortgage, pledge or other disposition of
all or substantially all of the corporate property and assets as provided in the Code
(Section 81);

3. In case of merger or consolidation (Section 81); and
4. In case of investments in another corporation, business or purpose (Section 42).

The Corporation Code of the Philippines (at Section 82) provides that the appraisal right may
be exercised by any stockholder who shall have voted against the proposed corporate action,
by making a written demand on the corporation within thirty (30) days after the date on which
the vote was taken, for payment of the fair value of his shares: provided, that failure to make
the demand within such period shall be deemed a waiver of the appraisal right. A stockholder
must have voted against the proposed corporate action in order to avail himself of the appraisal
right. If the proposed corporate action is implemented or effected, the corporation shall pay to
such stockholder, upon surrender of his certificate(s) of stock representing his shares, the fair
value thereof as of the day prior to the date on which the vote was taken, excluding any
appreciation or depreciation in anticipation of such corporate action.

If within a period of sixty (60) days from the date the corporate action was approved by the
stockholders, the withdrawing stockholder and the corporation cannot agree on the fair value of
the shares, it shall be determined and appraised by three (3) disinterested persons, one of
whom shall be named by the stockholder, another by the corporation and the third by the two
thus chosen. The findings of the majority of appraisers shall be final, and their award shall be
paid by the corporation within thirty (30) days after such award is made; provided, that no
payment shall be made to any dissenting stockholder unless the corporation has unrestricted
retained earnings in its books to cover such payment; and provided, further, that upon payment
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by the corporation of the agreed or awarded price, the stockholder shall forthwith transfer his
shares to the corporation.

Item 3. Interest of Certain Persons in or Opposition to Matters to be Acted Upon

No director, nominee for election as director, associate of the nominee or executive officer of
the Company at any time since the beginning of the last fiscal year, has any substantial
interest, direct or indirect, by security holdings or otherwise, in any of the matters to be acted
upon in the meeting, other than the approval of the fifty percent (50%) stock dividend and the
concomitant adjustment to the Company’s stock option plans (please see Warrants and
Options Outstanding at pages 7 to 8 of this Information Statement) which shall benefit directors
and officers who are stockholders or grantees of stock options.

No incumbent director has informed the Company in writing of an intention to oppose any
action to be taken at the meeting.

B. CONTROL AND COMPENSATION INFORMATION

Item 4. Voting Securities and Principal Holders Thereof

As of 31 October 2014, there are 2,527,999,241 outstanding and issued common shares of the
Company, out of which 763,666,092 (30.21%) are owned by non-Filipinos, and 720,000,000
outstanding preferred shares, all of which are owned by a Filipino company. Each share of
stock is entitled to one vote.

All stockholders of record as of 24 November 2014 are entitled to notice and to vote at the
Special Stockholders’ Meeting.

A stockholder entitled to vote at the meeting shall have the right to vote in person or by proxy.

Security Ownership of Certain Record and Beneficial Owners

The following stockholders own more than five percent (5%) of the Company’s stock as of 31
October 2014:

Title of Name and Address of Name of Citizenship | No. of Shares % of
Class Record Owner and Beneficial Owner Held Class
Relationship with Issuer and Relationship
with Record
Owner
Common PCD Nominee (See Note 1) Filipino 1,755,663,136 | 69.45%
Corporation
(See Note 1)
Common Sumitomo Metal Mining Sumitomo Metal | Japanese 481,552,642 | 19.05%
Philippine Holdings Mining Philippine
Corporation Holdings
(See Note 2) Corporation
24F Pacific Star Building (Direct)
Makati Avenue Makati City
Common PCD Nominee (See Note 1) Non-Filipino | 277,908,529 | 10.99%
Corporation
(See Note 3)




Preferred

Nickel Asia
Holdings, Inc.
(See Note 4)

Nickel Asia Holdings, Inc.
(Stockholder)
(See Note 4)
28/F NAC Tower, 32nd
Street, Bonifacio Global
City, Taguig City, Metro
Manila, Philippines

Filipino 720,000,000

(1) PCD Nominee Corporation (“PCD”), the nominee of the Philippine Depository &

Trust Corp., is the registered owner of the shares in the books of the Company’s
transfer agent. The beneficial owners of such shares are PCD’s participants who
hold the shares on their own behalf or in behalf of their clients. PCD is a private
company organized by the major institutions actively participating in the Philippine
capital markets to implement an automated book-entry system of handling
securities transactions in the Philippines. The 69.45% registered under PCD
Nominee Corporation includes 645,333,513 shares (25.5274%) of Mantra
Resources Corporation (Manuel B. Zamora), 338,910,461 shares (13.4063%) of Ni

100%

Capital Corporation (Philip T. Ang) and 323,613,047 shares of Luis J. L. Virata.

(2) Sumitomo Metal Mining Philippine Holdings Corporation is represented by Mr.
Takanori Fujimura and Mr. Takeshi Kubota on the Company’s Board of Directors.

(3) There are no participants under the PCD Nominee Corporation (Non-Filipino)
account owning more than 5% of the voting securities.

(4) The majority stockholders of Nickel Asia Holdings, Inc. are Mr. Manuel B. Zamora,
Jr., Mr. Philip T. Ang, Mr. Luis J.L. Virata and Sumitomo Metal Mining Co., Ltd.

Proxies of the foregoing record owners for the Special Stockholders’ Meeting on 18 December
2014 have not yet been submitted. The deadline set by the Board of Directors for submission
of proxies is on December 11, 2014.

Security Ownership of Management

The beneficial ownership of the Company’s directors and executive officers as of 31 October
2014, is as follows:

Title of Name of Amount and Nature of | Citizenship % of Class
Class Beneficial Owner Beneficial Ownership

Common Manuel B. Zamora Jr. 1,484,953 (Direct) Filipino 0.0587%
645,413,022 (Indirect) 25.5306%

(See Note 1)
Common Philip T. Ang 391,934 (Direct) Filipino 0.0155%
338,959,453 (Indirect) 13.4082%

(See Note 2)
Common Gerard H. Brimo 4,476,375 (Direct) Filipino 0.1771%
173,250 (Indirect) 0.0069%
Common Luis J. L. Virata 323,613,047 (Indirect) Filipino 12.8012%
Common Martin Antonio G. Zamora 100 (Direct) Filipino 0.0000%
Common Takanori Fujimura 375 (Direct) Japanese 0.0000%
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Common Takeshi Kubota 375 (Direct) Japanese 0.0000%
Common Fulgencio S. Factoran, Jr. 281 (Direct) Filipino 0.0000%
Common Frederick Y. Dy 281 (Direct) Filipino 0.0000%
Common Jose S. Saret 792,000 (Indirect) Filipino 0.0313%
Common Emmanuel L. Samson 300,000 (Indirect) Filipino 0.0119%
Common Raymundo B. Ferrer - Filipino -
Common Rolando R. Cruz 110,000 (Indirect) Filipino 0.0044%
Common | Jose Roderick F. Fernando 69,600 (Indirect) Filipino 0.0028%
Common Koichi Ishihara - Filipino -
Common Jose D. Baylon - Filipino -
Common Barbara Anne C. Migallos - Filipino -
Common Ma. Angela G. Villamor 220,166 (Indirect) Filipino 0.0001%
Directors and Executive Officers as a 1,316,005,239 52.0572%
Group

(1) The indirect shares indicated above are held through Manta Resources Corporation
(see also Note 1 under Security Ownership of Certain Record and Beneficial Owners, at

page 5).

(2) The indirect shares are held through Ni Capital Corporation (see also Note 1 under
Security Ownership of Certain Record and Beneficial Owners, at page 5).

Voting Trust Holders/Changes in Control

There are no voting trust holders of 5% or more of the Company’s stock. There are no
arrangements that may result in a change of control of the Company.

Item 6. Compensation of Directors and Executive Officers

Officers of the Company receive such remuneration as the Board may determine upon
recommendation of the Compensation Committee.

The following table identifies the Chief Executive Officer (“CEO”) and four most highly
compensated executive officers (the “named executive officers”) and summarizes their
aggregate compensation in 2012, 2013 and 2014. The following table shows the compensation
of the directors and officers for the past two completed fiscal years and estimated to be paid for
the ensuing fiscal year:

SUMMARY OF COMPENSATION TABLE
(In Thousands)

DIRECTORS
Year Directors' Fee
2014 (Estimated) 2,178
2013 1,212
2012 619




NAMED EXECUTIVE OFFICERS

NAME _POSITION

Gerard H. Brimo President & CEO

Emmanuel L. Samson Chief Financial Officer

Jose S. Saret Chief Operating Officer

Rolando R. Cruz Vice President of Operations
Martin Antonio G. Zamora Vice President for Marketing and

Strategic Planning

Total Officers'

Year Salary Bonus Total
2014 (estimated) P 30,585 P11,227 P41,812

2013 29,129 16,482 45,611

2012 25,220 13,670 38,890

ALL OTHER OFFICERS AS A GROUP

Year Salary Bonus Total
2014 (estimated) 17,752 5,989 23,741
2013 15,360 8,135 23,495
2012 11,443 5,345 16,788

Compensation of Directors

Directors, except for independent directors, are paid per diem of P10,000 per board meeting or
committee meeting attended. Independent directors are paid per diem of P150,000 per board
meeting, P50,000 per Audit and Risk Committee meeting and P10,000 for other committee
meetings.

Directors and officers are Eligible Participants under the Company’s stock option plans (please
see Warrants and Options Outstanding at pages 7 to 8 of this Information Statement).

Employment Contracts

There are no special employment contracts between the Company and its named executive
officers.

Warrants and Options Outstanding

On 16 June 2010, the Board of Directors and stockholders approved the NAC Executive Stock
Option Plan (the “ESOP”) covering 12,000,000 shares of stock. The ESOP was duly approved
by the Securities and Exchange Commission (SEC) on 20 December 2010. Several executive
officers exercised their options under the ESOP in 2012 totaling 2,485,683 shares (as of 31
March 2013).

On 8 June 2012, the stockholders approved the declaration of a 50% stock dividend and the
adjustment of the number of shares under the ESOP in view of the effect of the stock dividend.
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On 19 March 2013, the SEC issued a resolution approving the exemption 4,457,156 common
shares for the ESOP from registration.

On 3 June 2013, the stockholders approved the declaration of a 25% stock dividend and the
adjustment of the number of shares under the ESOP in view of the effect of the stock dividend.
On 2 September 2013, the SEC issued a resolution exempting 3,030,058 common shares for
the ESOP from the registration requirement. Thus, a total of 19,487,214 shares were reserved
for the ESOP. As of 31 October 2014, all but 25% of the stock option grants have vested, and
a total of 13,176,797 shares have been exercised.

On 24 March 2014, the Board of Directors approved the adoption of a new Stock Option Plan
called the Nickel Asia Corporation 2014 Stock Option Plan (the “2014 Stock Option Plan”) for
officers of the Company and its operating subsidiaries, and Resident Mine Managers. Directors
are likewise eligible to participate in the 2014 Stock Option Plan. The 2014 Stock Option Plan
was approved by the stockholders at the annual shareholders' meeting held on 6 June 2014.
The 2014 Stock Option Plan is also subject to approval of the Securities and Exchange
Commission.

C. ISSUANCE AND EXCHANGE OF SECURITIES

Item 9. Authorization or Issuance of Securities Other than for Exchange
(a) Title and Amount of Securities to be Authorized or Issued

The Company will issue 1,263,999,620 common shares of stock as stock dividend to
stockholders. The record date of the dividend shall be determined in accordance with the rules
of the Securities and Exchange Commission (SEC) and the Philippine Stock Exchange (PSE),
and after the approval of two-thirds (2/3) of the outstanding capital stock of the Company have
been obtained. The stock dividend will bring the total outstanding common shares from
2,527,999,241 shares to 3,791,998,861 shares. The outstanding preferred shares shall remain
at 720,000,000 shares at Php 0.01 par value each.

(b) Description of Registrant’s Securities

The Company currently has an authorized capital stock of Two Billion One Hundred Thirty Nine
Million Seven Hundred Thousand Pesos (Php 2,139,700,000.00) divided into Four Billion Two
Hundred Sixty Five Million (4,265,000,000) common shares with a par value of Fifty Centavos
(Php0.50) per share and Seven Hundred Twenty Million (720,000,000) preferred shares with
par value of One Centavo (Php0.01) per share. As of 31 October 2014, 2,527,999,241
common shares and 720,000,000 preferred shares are outstanding.

Stockholders holding common shares enjoy dividend and voting rights, pro rata to their
shareholdings. Stockholders with preferred shares have the same right to vote as common
shares but shall not participate in dividends declared by the Company and with a fixed
cumulative dividend rate of seven percent (7%) per annum. Aside from these and all other
rights of shareholders under the Corporation Code, stockholders of the Company have no
other material rights.

There are no provisions in the Company’s by-laws that would delay, defer or prevent a change
in control of the Company.



(c) Description of Transaction

The Board of Directors declared a fifty percent (50%) stock dividend for all common shares at
its meeting held on 10 November 2014. Approval by the stockholders of the said declaration
will be sought at the scheduled Special Stockholders' Meeting. If approved, a total of
1,263,999,620 common shares (Php 631,999,810 at Php 0.50 par value each) shall be issued
out of the authorized but unissued capital stock and shall be distributed as stock dividends.
Adjustments will be made to the number of shares reserved for the Company's stock option
plans.

The record date for the entitlement to stock dividends shall be determined in accordance with
the rules of the SEC and PSE after the approval of two-thirds (2/3) of the outstanding capital
stock of the Company have been obtained. Each stockholder as of said record date will receive
such number of stock dividend shares as he is entitled equivalent to fifty percent (50%) of his
existing shareholding. Fractional shares will be rounded down to the nearest whole number.

The Corporation will not receive any consideration for the issuance of the shares as stock
dividend.

Item 11. Authorization or Issuance of Securities Other than for Exchange

Copies of the Management Report, the Audited Financial Statements for the year ended 31
December 2013, and the Quarterly Report as of 30 September 2014 are attached hereto.

The Management's Discussion and Analysis of Financial Condition and Results of Operations
are stated on pages 1-23 of the attached Management Report. The notes to the Consolidated
Financial Statements are incorporated hereto by reference.

The Company has not made any changes in and has not had any disagreements with its
external auditor on accounting and financial disclosures.

Representatives of the Company's external auditor, SyCip Gorres Velayo & Co. (SGV) are
expected to be present at the stockholders' meeting. They will have the opportunity to make a
statement if they desire to do so and are expected to be available to respond to appropriate
guestions.

D. OTHER MATTERS

Item 18. Other Proposed Action

Action is to be taken on the approval of the fifty percent (50%) stock dividend declared by the
Company’s Board of Directors in its meeting held on 10 November 2014. The 1,263,999,620
common shares to be issued as described in Item 9 above shall be distributed as stock
dividend to stockholders as of a record date. The record date shall be determined in
accordance with the rules of the SEC and PSE after the approval by two-thirds (2/3) of the
outstanding capital stock of the Company shall have been obtained. Each stockholder as of
said record date will receive such number of stock dividend shares as is equivalent to fifty
percent (50%) of his existing shareholding. Fractional shares will be rounded down to the
nearest whole number. In view of the stock dividend declaration, there will be an adjustment to
the shares reserved for the Company’s stock option plans (please see Warrants and Options
Outstanding at pages 7 to 8 of this Information Statement).



The resolution to be adopted will be for the approval of the 50% stock dividend covering the
issuance of 1,263,999,620 common shares, the corresponding adjustment to the number of
shares reserved for the Company’s stock option plans, and the concomitant waiver of pre-
emptive right to shares to be reserved for the stock options plans pursuant to such adjustment.

Item 19. Voting Procedures

Stockholders as of 24 November 2014 may vote at the Special Stockholders’ Meeting on 18
December 2014.

Approval of the matters requiring stockholder action as set forth in the Agenda and this
Information Statement would require the affirmative vote of the stockholders owning at least a
majority of the outstanding voting capital stock except for the approval of the declaration of
stock dividend which requires a vote of stockholders representing 2/3 of the outstanding capital
stock

In all items for approval, the holders of common and preferred stock are entitled to one vote per
share.

Stockholders shall be entitled to vote either in person or by proxy.

Proxies will be tabulated by the Company’s stock transfer agent, Stock Transfer Service Inc.
Results of the proxy tabulation will be announced for the relevant item on the Agenda. The
Corporate Secretary will be responsible for the casting of votes and as appropriate, will be
assisted by the Company’s external auditor in the counting of votes.

PART Il

(PLEASE SEE SEPARATE PROXY FORM)
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REPORT ACCOMPANYING THE INFORMATION STATEMENT

MANAGEMENT REPORT

. Financial Statements

The audited consolidated financial statements of the Company and its subsidiaries for the
year ended 31 December 2013 in compliance with SRC Rule 68, as amended, and the
unaudited quarterly report as of 30 September 2014 are attached to the Information
Statement and are incorporated by reference.

ll. Information on Independent Accountants and other Related Matters

The Company’s consolidated financial statements for the year ended 31 December 2013
have been audited by SyCip Gorres Velayo & Co (“SGV & Co”) (a member practice of Ernst
& Young Global Limited), independent auditors, as stated in their reports appearing herein.
Ms. Eleonore A. Layug is the Company’s current audit partner. We have not had any
disagreements on accounting and financial disclosures with our current external auditors for
the same periods or any subsequent interim period.

There were no disagreements with SGV & Co. on any matter of accounting and financial
disclosure.

The following table sets out the aggregate fees incurred for the nine months ended
September 30, 2014 and for the year 2013 for professional services rendered by SGV & Co.:

September 30, December 31,

2014 2013
(In Thousands)
Audit and Audit-Related Services P2,886 RP10,794
Non-Audit Services 634 1,657
Total P3,520 P12,451

lll. Management's Discussion and Analysis of Financial Condition and Results of
Operations

A. Unaudited Interim Consolidated Financial Statements as at September 30, 2014 and
December 31, 2013 and for the Nine Months Ended September 30, 2014 and 2013

The following discussion and analysis is based on the unaudited interim consolidated
financial statements for the nine months ended September 30, 2014 and 2013, prepared in
conformity with Philippine Accounting Standards 34, Interim Financial Reporting and
included herein, and should be read in conjunction with those unaudited interim consolidated
financial statements.



Summary Financial Information

The Unaudited Interim Consolidated Financial Statements as at September 30, 2014 and for
the nine-month period ended September 30, 2014 and 2013 (with Comparative Audited
Statement of Financial Position as at December 31, 2013) are hereto attached.

The following tables set forth the summary financial information for the nine-month period
ended September 30, 2014 and 2013 and as of September 30, 2014 and December 31,
2013:

Summary Consolidated Statements of Income

For the Three Months Ended For the Nine Months Ended
September 30 September 30
2014 2013 2014 2013
(In thousand pesos) (In thousand pesos)

Revenues 11,807,742 3,813,317 21,146,032 8,197,023
Cost and expenses (3,918,729) (2,268,719) (8,175,024) (5,477,138)
Finance income 44,532 37,203 800,974 128,337
Finance expenses (32,928) (32,903) (109,095) (85,338)
Equity in netincome (losses) of
an associate 110,342 (9,640) 401,930 (114,018)
Other income - net 368,809 246,917 466,594 399,024
Provision for income tax - net (2,295,757) (446,559) (3,829,253) (815,226)
Net income 6,084,011 1,339,616 10,702,158 2,232,664
Net income attributable to:

Equity holders of the Parent 4,881,914 1,104,156 8,181,545 1,739,764

Non-controlling interests 1,202,097 235,460 2,520,613 492,900

6,084,011 1,339,616 10,702,158 2,232,664

Summary Consolidated Statements of Financial Position

September 30, December 31,
2014 2013 Increase Percent
(Unaudited) (Audited) (Decrease) Inc (Dec)
(In Thousand Pesos)
Current assets 24,600,543 14,601,036 9,999,507 68.5%
Noncurrent assets 15,491,920 14,312,492 1,179,428 8.2%
Total assets 40,092,463 28,913,528 11,178,935 38.7%
Current liabilities 3,955,085 1,308,963 2,646,122  202.2%
Noncurrent liabilities 2,270,514 2,392,777 (122,263) -5.1%
Equity attributable to
equity holders of the Parent 28,075,426 20,490,148 7,585,278 37.0%
Non-controlling interests 5,791,438 4,721,640 1,069,798  22.7%
Total liabilities and equity 40,092,463 28,913,528 11,178,935 38.7%




Summary Consolidated Statements of Cash Flows

For the Three Months Ended For the Nine Months Ended
September 30 September 30
2014 2013 2014 2013
(In Thousand Pesos) (In Thousand Pesos)

Net cash flows generated from (used in):

Operating activities 8,303,016 1,873,969 10,776,689 3,001,628

Investing activities (1,427,833) (149,881) (2,603,295) (1,550,230)

Financing activities (512,795) (503,912) (2,232,764) (1,254,188)
Netincrease in cash

and cash equivalents 6,362,388 1,220,176 5,940,630 197,210
Cash and cash equivalents, beginning 9,812,578 8,240,485 10,234,336 9,263,451
Cash and cash equivalents, end 16,174,966 9,460,661 16,174,966 9,460,661

Results of Operations

Nine months ended September 30, 2014 compared with nine months ended
September 30, 2013

Revenues

Our total revenues were P21,146.0 million for the nine months ended September 30, 2014
as compared to P8,197.0 million for the nine months ended September 30, 2013, an
increase of P12,949.0 million or 158%.

Sale of ore

We sold an aggregate 14,256.3 thousand wet metric tonnes (“WMT”) of nickel ore in the nine
months ended September 30, 2014, an increase of 38% compared to 10,317.5 thousand
WMT of nickel ore in the nine months ended September 30, 2013. Our sales in the nine
months of 2014 included 1,559.1 thousand WMT of saprolite ore to Japanese customers,
7,153.3 thousand WMT of saprolite and limonite ore to our Chinese customers, 159.4
thousand WMT of limonite ore to an Australian customer and 5,384.5 thousand WMT of
limonite ore to Coral Bay Nickel Corporation (“CBNC”) and Taganito HPAL Nickel
Corporation (“THNC”), compared to sales of 885.9 thousand WMT, 6,616.7 thousand WMT,
nil and 2,814.9 thousand WMT, respectively, for the same period last year.

The growth in shipment volumes was largely the result of increased ore deliveries to the
HPAL plants, in particular to the Taganito HPAL facility, now on its first full year of
commercial operations. The said plant was still in its pre-operating stage during the same
period last year. As a result, total ore deliveries to the two HPAL plants reached 5,384.5
thousand WMT in 2014 compared to 2,814.9 thousand WMT in 2013. The direct exports of
ore likewise contributed to our higher shipments, increasing from 7,502.7 thousand WMT in
2013 to 8,871.8 thousand WMT in 2014.

Our revenue from sale of nickel ore was R20,638.6 million for the nine months of 2014
compared to P7,767.6 million in the same period last year, an increase of P12,871.0 million
or 166%. The effect of the Indonesian ore export ban has led to a rapid surge in ore prices to
Chinese customers, significantly higher than the increase experienced in London Metal
Exchange (LME) prices. As a result, ore sales to our Japanese customers, whose selling
price has been traditionally linked to LME prices, are now benchmarked to China prices on
the basis of a negotiated price per WMT of ore starting April of this year. The average price
received for ore sales to Japanese and Chinese customers totaling 8,712.5 thousand WMT
of both saprolite and limonite ore during the nine months of the year amounted to $46.72 per
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WMT. This compares to an average $20.96 per WMT for the same period last year on a total
of 7,502.7 thousand WMT of ore sold. The pricing of shipments to Japanese customers for
the comparable period last year and the first quarter of this year, which were then correlated
to the LME, were converted to the equivalent US dollar per WMT for comparison purposes.

With respect to low-grade limonite ore sold to both the Coral Bay and Taganito plants, which
remain linked to LME prices, we realized an average of $7.87 per pound of payable nickel on
5,384.5 thousand WMT sold during the nine months of 2014. This compares to an average
price of $6.89 per pound of payable nickel on 2,814.9 thousand WMT sold during the same
period last year.

We own 60% of Rio Tuba Nickel Mining Corporation (“RTN"), which owns and operates the
Rio Tuba mining operations. RTN’s revenue from sale of nickel ore was B5,201.1 million for
the nine months of 2014 compared to P2,383.5 million for the nine months of 2013, an
increase of P2,817.6 million or 118%. RTN sold an aggregate 4,559.8 thousand WMT of
nickel ore in the nine months of 2014 compared to an aggregate 4,464.5 thousand WMT of
nickel ore sold in the same period last year. The volume of saprolite ore sold to Japanese
customers increased by 493.2 thousand WMT or 189% and the volume of saprolite and
limonite ore sold to Chinese customers decreased by 460.5 thousand WMT or 28%.
Further, the volume of limonite ore sold to CBNC increased by 62.5 thousand WMT or 2%.

RTN’s revenue from sale of limestone ore was B220.6 million for the nine months of 2014,
as compared to P95.5 million in the same period last year, an increase of P125.1 million or
131%. A total of 293.5 thousand WMT of limestone ore was delivered to CBNC this period
compared to 141.8 thousand WMT in the same period last year. In 2013, most of CBNC'’s
requirement for limestone ore was acquired from another supplier and this caused the lower
limestone ore delivery last period. In addition, one of CBNC’s plants had undergone
maintenance shutdown in 2013.

We own 65% of Taganito Mining Corporation (“TMC”), which owns and operates the
Taganito mining operations. TMC’s operations became the largest and accounted for 41% of
total shipments during the nine months of the year. TMC’s revenue from sale of nickel ore
was P7,911.3 million for the nine months ended September 30, 2014 as compared to
P2,150.3 million for the nine months ended September 30, 2013, an increase of P5,761.0
million, or 268%. TMC sold an aggregate 5,792.5 thousand WMT of nickel ore in the nine
months of this year as compared to an aggregate 2,490.9 thousand WMT of nickel ore in the
same period last year. The volume of saprolite ore sold to Japanese customers increased by
210.0 thousand WMT or 53% and the volume of saprolite and limonite ore sold to Chinese
customers increased by 584.4 thousand WMT or 32%. Further, TMC was able to deliver
2,778.8 thousand WMT of limonite ore to the new plant in 2014 whereas there was only
271.6 thousand WMT in 2013.

We own 100% of CMC, which owns and operates the Cagdianao mining operations. CMC'’s
revenue from sale of nickel ore was P3,004.0 million for the nine months ended

September 30, 2014 as compared to B521.7 million for the nine months ended

September 30, 2013, an increase of P2,482.3 million, or 476%. CMC sold an aggregate
1,139.7 thousand WMT of nickel ore in the nine months of this year as compared to an
aggregate 674.9 thousand WMT of nickel ore in the same period last year. Significant
increase in sales revenue of CMC was mainly the result of favorable nickel price and higher
volume of shipments in 2014 compared to 2013.



We own 100% of HMC, which owns and operates the Taganaan mining operations. HMC’s
revenue from sale of nickel ore was P4,301.7 million for the nine months ended September
30, 2014 as compared to P2,616.6 million for the nine months ended September 30, 2013,
an increase of P1,685.1 million, or 64%. In the nine months of this year, HMC managed to
sell an aggregate 2,764.4 thousand WMT of saprolite and limonite ore to Chinese customers
compared to 2,657.1 thousand WMT in the same period last year. HMC posted higher
revenue in the current period due to favorable nickel price.

Services and Others

Our revenue from services and others was R507.5 million for the nine months of 2014
compared to P429.4 million for the nine months of 2013, an increase of B78.1 million, or
18%. Services revenue largely consists of payments made to us in consideration for hauling,
manpower and other ancillary services that RTN and TMC provides to CBNC and THNC,
respectively, and usage fee charged by TMC to THNC for the use of its pier facility. The
main reason for the sudden increase in our revenues from services and others in 2014 was
due to the increase in materials handling services provided by TMC to THNC, being the
latter’s first full year of commercial operations whereas in 2013, Taganito HPAL facility was
still in its pre-operating stage.

Costs and Expenses

Our costs and expenses amounted to P8,175.0 million for the nine months ended
September 30, 2014 compared to B5,477.1 million for the nine months ended September 30,
2013, an increase of P2,697.9 million, or 49%.

Cost of Sales

For the nine months of 2014, our cost of sales was P4,165.2 million compared to B3,282.0
million in the same period last year, an increase of B883.2 million, or 27%. The movement in
cost of sales was attributable to the net effect of increase in production overhead from
B1,509.9 million to B1,950.4 million, outside services from B709.3 million to B893.5 million,
and depreciation and depletion from P608.2 million to P723.6 million. The increase in cost of
sales was highly attributable to the increase in shipment volumes by 38% in 2014 compared
to the same period last year.

Cost of Services

Cost of services was P277.7 million for the nine months ended September 30, 2014
compared to P243.6 million for the nine months ended September 30, 2013, an increase of
RP34.1 million, or 14%. Costs of services largely consist of the cost of hauling, providing
manpower and other ancillary services by RTN and TMC to CBNC and THNC,
respectively, plus the costs of maintaining the pier facility used by THNC. The surge in cost
of services arises mainly from the 166% increase in volume handled for materials handling
services rendered by TMC to THNC in the nine months of 2014. In the same period last
year, the volume handled was only minimal.

Shipping and Loading

Shipping and loading costs were B1,502.0 million for the nine months ended September 30,
2014 compared to P1,024.5 million in the same comparable period last year, an increase of
B477.5 million, or 47%. Aside from the 18% increase in volume of our direct export of ores to
Japan, China and Australia, the increment in shipping and loading costs was also brought by
additional barges hired/contracted due to dry-docking of three tugboats of RTN, repair of one
LCT of TMC and dry-docking of two LCTs of HMC.



Marketing

Marketing costs were B144.5 million and P33.6 million for the nine months ended
September 30, 2014 and 2013, respectively. Basically, the increase in marketing cost was
due to higher commission paid by CMC, which is based on a certain percentage of its sales
revenue, to its claim owner.

Excise Taxes and Royalties

Our excise taxes and royalties were B1,504.1 million for the nine months of 2014 compared
to P474.2 million for the same period last year, an increase of R1,029.9 million, or 217%.
The increase in excise taxes and royalties was attributable to the growth in our sales
revenue this period as compared to the same period last year, particularly from TMC and
CMC.

General and Administrative

General and administrative expenses were P581.5 million for the nine months of 2014
compared to P419.1 million for the nine months of 2013, an increase of P162.4 million, or
39%. The increase in taxes and licenses by R79.2 million and donations by R35.9 million
caused the significant increase in the account. The increment in taxes and licenses pertains
to the fringe benefit tax on stock option exercised during the period. In nine months of 2014,
a total of 8.8 million shares were exercised as compared to only 1.9 million shares in 2013.
In addition, the benefit given in 2014 was higher because the Company’s stock price at
exercise dates ranges from P17.02 to P44.90 in 2014 compared to P21.25 to P27.75 in
2013. Moreover, donations amounting to P31.5 million were given to the victims of super
typhoon in Guiuan, Eastern Samar. The donations were used in the delivery of relief goods
and building and reconstruction of houses. Aside from that, donations amounting to P3.5
million were also given to the Philippine General Hospital for the renovation of the wards.

Finance Income

Our finance income was P801.0 million for the nine months of 2014 compared to P128.3
million in the same comparable period last year, an increase of B672.7 million, or 524%. The
significant increase in finance income pertains mainly to the one-time, non-cash gain on
revaluation by RTN of its investment in CBNC that was subsequently declared as property
dividend to the parent company.

Finance Expense

Our finance expense was P109.1 million for the nine months of 2014 compared to P85.3
million in the same comparable period last year, an increase of P23.8 million, or 28%.
Basically, the movement in our finance expense arises from the increase in our loan
guarantee service fee, which moved from B77.1 million to B102.9 million, due to additional
loan drawn by THNC.

Equity in Net Income (Losses) of an Associate

Our equity in net income or loss of THNC was P401.9 million income and P114.0 million loss
for the nine months of 2014 and 2013, respectively. The result of THNC’s operations for the
nine months ended September 30, 2014 and 2013 was a net income of US$40.0 million and
a net loss of US$12.0 million, respectively.

Other Income - Net

Our other income - net for the nine months ended September 30, 2014 was P466.6 million
compared to P399.0 million in the same comparable period last year, an increase of P67.6
million, or 17%. The significant increase in our other income - net was brought mainly by the
movement in foreign exchange gains from P14.2 million to P204.7 million for the nine
months of 2013 and 2014, respectively. In both periods, the Group was in net foreign
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currency denominated asset position but the average value of peso to dollar in 2014 of
P44.26 was higher compared to P42.05 in 2013, thus the increase in foreign exchange
gains. In addition, the increase in reversal of allowance for impairment losses from B18.7
million to P128.9 million also contributed to higher other income — net in the current period.
However, the increase was partially offset by the decrease in dividend income and gain on
sale of property and equipment and investment property. In 2013, CBNC paid dividends of
P60.5 million and the Group sold its condominium units at a gain of P222.0 million and none
of these happened in 2014.

Provision for (Benefit from) Income Tax
Net provision for income tax was P3,829.3 million for the three quarters of 2014 compared
to P815.2 million for the three quarters of 2013, an increase of P3,014.1 million, or 370%.

Current

Our current provision for income tax for the nine months of 2014 was P3,733.1 million
compared to P882.8 million for the nine months of 2013, an increase of B2,850.3 million, or
323% due to increase in our sales revenue.

Deferred

Our provision for deferred income tax for the nine months of 2014 was B96.1 million
compared to a benefit from deferred income tax of B67.6 million in the same period last year,
an increase in provision for deferred income tax of B163.7 million, or 242%. The provision for
deferred income tax for the three quarters of 2014 was higher compared to the same period
last year due to the following: 1) HMC’s reversal of allowance for impairment losses with tax
effect of P38.6 million; 2) CMC’s application of its excess minimum corporate income tax
against income tax due amounting to P19.8 million and de-recognition of its deferred income
tax asset on allowance for impairment losses on advances for future royalties amounting to
P4.9 million due to allowance written-off; 3) tax effect of the parent company’s application of
net operating loss carry-over against its taxable income of B42.8 million. In 2013 the parent
company was in net taxable loss position with deferred tax effect of P48.5 million; and

4) deferred tax effect of net unrealized foreign exchange gains of P43.3 million.

Net Income

As a result of the foregoing, our net income was P10,702.2 million for the nine months ended
September 30, 2014 compared to P2,232.7 million for the same period last year. Net of
non-controlling interests, our net income was P8,181.5 million in 2014 compared to P1,739.8
million in the same period last year.

Our core income, which was net of non-controlling interest and one-time, non-cash gain on
revaluation of investment in CBNC, was P7,765.0 million and P1,739.8 million for the nine
months ended September 30, 2014 and 2013, respectively.

Financial Position

As at September 30, 2014, total assets increased to B40,092.5 million from B28,913.5
million as of the end of 2013. Current assets increased to P24,600.5 million from P14,601.0
million mainly because of the increase in cash and cash equivalents from P10,234.3 million
to P16,175.0 million; and trade and other receivables from P839.4 million to P3,076.3 million
as a result of the increase in sales revenue for the period. In addition, AFS financial assets
increased from P1,257.4 million to P2,559.4 million due to additional investment in various
debt and equity securities.



The increase in noncurrent assets from P14,312.5 million to P15,491.9 million was brought
mainly by the higher fair value of CBNC shares as compared to its cost. The fair value of
CBNC shares, as recognized in the books of the Parent Company, amounted to P1,418.7
million while its cost amounted to B724.4 million only. The said shares were declared by
RTN as property dividend to the Parent Company. In addition, investment in THNC
increased from P4,112.1 million to P4,563.0 million due to favorable results of THNC'’s
operations for the nine months ended September 30, 2014 as compared to year-end 2013.

Total current liabilities increased to P3,955.1 million as at September 30, 2014 from
PB1,309.0 million as at December 31, 2013 due to income taxes payable, which increased
from P263.4 million to P2,172.6 million, and trade and other payables, which increased from
P928.1 million to P1,663.7 million. Total noncurrent liabilities decreased to B2,270.5 million
as at September 30, 2014 from P2,392.8 million as at December 31, 2013 due to payments
of long-term debt amounting to BP78.4 million and payments of rehabilitation cost amounting
to P9.5 million. Deferred income tax liabilities also decreased from P486.2 million to P439.0
million.

Our equity net of non-controlling interests as at September 30, 2014 increased to B28,075.4
million from P20,490.1 million as of year-end 2013, due to net earnings for the period.

Cash Flows

The net cash from operating activities amounted to B10,776.7 million for the nine months
ended September 30, 2014 compared to B3,001.6 million for the same period last year.
Basically, the movement pertains to higher cash generated from operations as a result of the
significant increase in sales revenue in the current period.

Net cash used in investing activities for the nine months ended September 30, 2014 and
2013 amounted to P2,603.3 million and B1,550.2 million, respectively. In 2014, acquisitions
of additional AFS financial assets, mostly investments in funds or money market instruments,
were higher by P1,041.6 million as compared to 2013.

For the nine months ended September 30, 2014 and 2013, the net cash used in financing
activities amounting to P2,232.8 million and P1,254.2 million, respectively, arises mainly
from payments of cash dividends.

As at September 30, 2014 and 2013, cash and cash equivalents amounted to P16,175.0
million and P9,460.7 million, respectively.

B. Audited Consolidated Financial Statements as at December 31, 2013 and 2012 and for
the Years Ended December 31, 2013, 2012 and 2011

The following discussion and analysis is based on the audited consolidated financial
statements as at December 31, 2013 and 2012 and for the years ended December 31, 2013,
2012 and 2011, prepared in conformity with Philippine Financial Reporting Standards
(PFRS) and accompanying Notes to the Consolidated Financial Statements and should be
read in conjunction with those audited consolidated financial statements.

The Group has not, in the past five years and since its incorporation, revised its financial
statements for reasons other than changes in accounting policies.



Summary Financial Information

The Consolidated Financial Statements as at December 31, 2013 and 2012 and for the
years ended December 31, 2013, 2012 and 2011 are hereto attached.

The following table sets forth the summary financial information for the three years ended
December 31, 2013, 2012 and 2011 and as at December 31, 2013, 2012 and 2011:

Summary Consolidated Statements of Income

Revenues

Cost and expenses

Finance income

Finance expense

Equity in net losses of an associate
Other income - net

Provision for income tax - net

Netincome

Net income attributable to:
Equity holders of the parent
Non-controlling interests

Revenues

Cost and expenses

Finance income

Finance expense

Equity in net losses of an associate
Other income - net

Provision for income tax - net

Netincome

Net income attributable to:
Equity holders of the parent
Non-controlling interests

For the Years Ended Horizontal Analysis
Dec 31 Increase (Decrease) Increase (Decrease)
2013 2012 2011 2013 vs. 2012 % 2012 vs.2011 %
(In thousand pesos)
11,109,529 11,606,907 12,694,706 (497,378) -4% (1,087,799) -9%
(7,562,413) (7,458,036) (6,231,889) 104,377 1% 1,226,147 20%
166,753 235,040 208,436 (68,287) -29% 26,604 13%
(128,298) (114,536) (66,615) 13,762 12% 47,921 72%
(184,703) (114,639) (196,185) 70,064 61% (81,546) -42%
309,783 300,262 745,200 9,521 3% (444,938) 60%
(1,124,215) (1,334,698) (1,686,015) (210,483) -16% (351,317) -21%
2,586,436 3,120,300 5,467,638 (533,864) -17% (2,347,338) 43%
2,053,674 2,207,210 3,537,782 (153,536) -7% (1,330,572) -38%
532,762 913,090 1,929,856 (380,328) -42% (1,016,766) -53%
2,586,436 3,120,300 5,467,638 (533,864) -17% (2,347,338) -43%
Summary Consolidated Statements of Income
For the Years Ended Vertical Analysis
Dec 31 Increase (Decrease) Increase (Decrease)
2013 2012 2011 2013 vs. 2012 % 2012 vs.2011 %
(In thousand pesos)

11,109,529 11,606,907 12,694,706 (497,378) 93% (1,087,799) 46%
(7,562,413) (7,458,036) (6,231,889) 104,377 -20% 1,226,147 -52%
166,753 235,040 208,436 (68,287) 13% 26,604 -1%
(128,298) (114,536) (66,615) 13,762 -3% 47,921 -2%
(184,703) (114,639) (196,185) 70,064 -13% (81,546) 3%
309,783 300,262 745,200 9,521 -2% (444,938) 19%
(1,124,215) (1,334,698) (1,686,015) (210,483) 39% (351,317) 15%
2,586,436 3,120,300 5,467,638 (533,864) 100% (2,347,338) 100%
2,053,674 2,207,210 3,537,782 (153,536) 29% (1,330,572) 57%
532,762 913,090 1,929,856 (380,328) 71% (1,016,766) 43%
2,586,436 3,120,300 5,467,638 (533,864) 100% (2,347,338) 100%




Summary Consolidated Statements of Financial Position

Horizontal Analysis

2013 2012 2011 Increase (Decrease) Increase (Decrease)
(In Thousand Pesos) 2013 vs. 2012 % 2012 vs. 2011 %
Current assets 14,601,036 13,449,547 14,269,395 1,151,489 9% (819,848) -6%
Noncurrent assets 14,312,492 13,729,670 12,133,503 582,822 4% 1,596,167 13%
Total assets 28,913,528 27,179,217 26,402,898 1,734,311 6% 776,319 3%
Current liabilities 1,308,963 1,275,729 1,637,815 33,234 3% (362,086) -22%
Noncurrent liabilities 2,392,777 2,321,784 2,532,478 70,993 3% (210,694) -8%
Non-controlling interests 4,721,640 4,705,278 4,358,573 16,362 0% 346,705 8%
Equity attributable to
equity holders of the Parent 20,490,148 18,876,426 17,874,032 1,613,722 9% 1,002,394 6%
Total liabilities and equity 28,913,528 27,179,217 26,402,898 1,734,311 6% 776,319 3%
Summary Consolidated Statements of Financial Position
Vertical Analysis
2013 2012 2011 Increase (Decrease) Increase (Decrease)
(In Thousand Pesos) 2013 vs. 2012 % 2012 vs. 2011 %
Current assets 14,601,036 13,449,547 14,269,395 1,151,489 66% (819,848) -106%
Noncurrent assets 14,312,492 13,729,670 12,133,503 582,822 34% 1,596,167 206%
Total assets 28,913,528 27,179,217 26,402,898 1,734,311 100% 776,319 100%
Current liabilities 1,308,963 1,275,729 1,637,815 33,234 2% (362,086) -47%
Noncurrent liabilities 2,392,777 2,321,784 2,532,478 70,993 4% (210,694) -27%
Non-controlling interests 4,721,640 4,705,278 4,358,573 16,362 1% 346,705 45%
Equity attributable to
equity holders of the Parent 20,490,148 18,876,426 17,874,032 1,613,722 93% 1,002,394 129%
Total liabilities and equity 28,913,528 27,179,217 26,402,898 1,734,311 100% 776,319 100%
Summary Consolidated Statements of Cash Flows
For the Years Ended December 31
2013 2012 2011
(In Thousand Pesos)
Net cash flows from (used in):
Operating activities 4,120,922 4,078,964 5,493,727
Investing activities (1,913,083) (3,298,652) (819,206)
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, beginning 9,263,451 10,350,592 6,805,968
Effect of exchange rate changes in
cash and cash equivalents 73,125 (108,319) 8,182
Cash and cash equivalents, end 10,234,336 9,263,451 10,350,592

Results of Operations

Calendar year ended December 31, 2013 compared with calendar year ended

December 31, 2012

Revenues

Our total revenues were R11,109.5 million in 2013 as compared to P11,606.9 million in

2012, a decrease of 2497.4 million, or 4%.

Sale of ore

We sold an aggregate 13,998.4 thousand WMT of nickel ore in 2013, an increase of 19%
compared to 11,730.2 thousand WMT of nickel ore in 2012. Our sales for this year included
3,594.2 thousand WMT of saprolite ore sold to Japanese and Chinese customers, 6,124.7
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thousand WMT of limonite ore to our Chinese customers and 4,279.5 thousand WMT of
limonite ore to CBNC and THNC compared to sales of 4,236.6 thousand WMT, 4,142.1
thousand WMT and 3,351.5 thousand WMT, respectively, in 2012.

Our revenue from sale of nickel ore was R10,475.5 million in 2013 as compared to
P11,143.3 million in 2012, a decrease of 2667.8 million, or 6%, mainly as a result of lower
LME nickel prices despite a higher sales volume achieved and depreciation of peso as
against US dollar. Our realized LME nickel price in 2013, applicable to sales of high and
medium grade saprolite ore sold to our Japanese and Chinese customers and sales of
limonite ore to Chinese customers, CBNC and THNC, averaged $6.91 per pound of payable
nickel compared to $8.10 per pound of payable nickel in 2012. The weighted average price
per WMT of saprolite ore and limonite ore sold to our Japanese and Chinese customers in
2013 amounted to $20.03 compared to $24.40 in 2012.

We own 60% of Rio Tuba Nickel Mining Corporation (“RTN"), which owns and operates the
Rio Tuba mining operations. RTN'’s revenue from sale of nickel ore was £3,035.8 million in
2013 as compared to £3,994.1 million in 2012, a decrease of R958.3 million, or 24%. RTN
sold an aggregate 5,774.4 thousand WMT of nickel ore in 2013 as compared to an
aggregate 5,626.4 thousand WMT of nickel ore sold in 2012. The volume of saprolite ore
sold to Japanese and Chinese customers decreased by 546.6 thousand WMT or 24%, while
the volume of limonite ore sold to Chinese customers and CBNC increased by 694.6
thousand WMT, or 21%.

RTN'’s revenue from sale of limestone ore was 2153.8 million in 2013 as compared to 244.1
million in 2012, an increase of 2109.7 million or 249%. The increase in limestone revenue
was due mainly to the start of production of RTN'’s limestone operation at the Botok area. As
a result, a total of 211.6 thousand WMT of limestone ore was delivered to CBNC this year
compared to the 59.0 thousand WMT delivered last year.

We own 65% of Taganito Mining Corporation (“TMC”), which owns and operates the
Taganito mining operations. TMC’s revenue from sale of ore was 23,109.1 million in 2013 as
compared to £3,093.9 million in 2012, an increase of R15.2 million, or 0.5%. TMC sold an
aggregate 3,893.1 thousand WMT of nickel ore in 2013 as compared to an aggregate
2,381.5 thousand WMT of nickel ore in 2012. The volume of saprolite ore sold to customers
from Japan and China decreased by 254.8 thousand WMT, or 15%, while the volume of
limonite ore sold to Chinese customers increased by 892.2 thousand WMT, or 126%. In
addition, beginning April 2013 TMC started to deliver limonite ore to THNC and sold 874.2
thousand WMT during the year.

We own 100% of Cagdianao Mining Corporation (“CMC”), which owns and operates the
Cagdianao mining operations. CMC'’s revenue from sale of ore was R737.9 million in 2013
as compared to P1,130.0 million in 2012, a decrease of 2392.1 million, or 35%. CMC sold
an aggregate 888.8 thousand WMT of nickel ore in 2013 as compared to an aggregate
1,085.6 thousand WMT of nickel ore in 2012. The volume of saprolite ore sold to Japanese
and Chinese customers increased by 60.0 thousand WMT or 21%. However, only 538.5
thousand WMT of limonite ore was sold to Chinese customers in 2013 compared to 795.3
thousand WMT in 2012.

We own 100% of Hinatuan Mining Corporation (“HMC”), which owns and operates the
Taganaan mining operations. HMC’s revenue from sale of ore was P3,438.9 million in 2013
as compared to R2,881.2 million in 2012, an increase of R557.7 million, or 19%. In 2013,
HMC sold an aggregate of 99.0 thousand WMT of saprolite ore to Japanese and Chinese
customers and 3,342.9 thousand WMT of limonite ore to Chinese customers whereas in
2012 HMC sold 2,636.7 thousand WMT of limonite ore to Chinese customers only.
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Services and Others

Our revenue from services and others was P634.0 million in 2013 as compared to P463.6
million in 2012, an increase of R170.4 million, or 37%. Services revenue largely consists of
payments made to us in consideration for hauling, manpower and other ancillary services
that RTN and TMC provides to CBNC and THNC, respectively, and usage fees charged by
TMC to THNC for the use of its pier facility. The main reason for the sudden increase in our
revenues from services and others in 2013 was due to the materials handling and other
ancillary services provided by TMC to THNC which started only in January 2013.

Costs and Expenses
Our costs and expenses amounted to £7,562.4 million in 2013 as compared to B7,458.0
million in 2012, an increase of R104.4 million, or 1%.

Cost of Sales

Our cost of sales was R24,489.3 million in 2013 as compared to 24,467.2 million in 2012, an
increase of B22.1 million, or 0.5%. The slight increase in cost of sales was due to the
combination of higher volume of production and shipments but lower production cost.

Cost of Services

Cost of services was £335.3 million in 2013 as compared to £260.4 million in 2012, an
increase of R74.9 million, or 29%. Costs of services largely consist of the cost of hauling,
providing manpower and other ancillary services to CBNC and THNC, plus the costs of
maintaining the pier facility used by THNC. In 2013, TMC started to provide materials
handling and other services to THNC wherein the cost incurred in providing these services
was added in the cost of services.

Shipping and Loading Costs

Shipping and loading costs were £1,398.8 million in 2013 as compared to 1,400.6 million in
2012, a decrease of R1.8 million, or 0.1%. Despite of higher volume of production and
shipments in 2013, the movement in shipping and loading costs was only minimal because
the Group utilizes its newly acquired equipment and in-house personnel for its ship loading
activities instead of engaging a third party contractor which resulted to lower contract fees
and other service fees.

Excise Taxes and Royalties

Our excise taxes and royalties were R648.6 million in 2013 as compared to R707.9 million in
2012, a decrease of 259.3 million, or 8%. The decrease in excise taxes and royalties was
brought mainly by the significant decline in our sales revenue from RTN and CMC in 2013.

Marketing

Our marketing expenses were 265.6 million in 2013 as compared to R94.4 million in 2012, a
decrease of R28.8 million, or 30%. The decrease in our 2013 marketing expenses was
mainly attributable to the decline in our sales revenue subject to the commission or
marketing fee.

General and Administrative

General and administrative expenses were R624.8 million in 2013 as compared to R527.6
million in 2012, an increase of R97.2 million, or 18%. The higher expenses in 2013 were
attributable mainly to the increase in taxes and licenses, from 266.2 million to 280.5 million,
due to settlement of tax deficiencies and payment of business taxes; increase in personnel
cost, from R173.8 million to R223.1 million, due to higher employee bonuses; and increase in
other administrative expenses such as rentals and building dues.
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Finance Income

Our finance income was P166.8 million in 2013 as compared to £235.0 million in 2012, a
decrease of P68.2 million, or 29%. The decrease was brought mainly by lower interest rates
from time deposits and other investments in 2013 as compared in 2012.

Finance Expenses

Our finance expense was R128.3 million in 2013 as compared to R114.5 million in 2012, an
increase of £13.8 million, or 12%. The increase was primarily due to guarantee service fee
which increased from B84.0 million to R104.2 million. The guarantee service fee is related to
the Taganito HPAL project.

Equity in Net Losses of an Associate

The equity in net losses of an associate was 2184.7 million in 2013 as compared to P114.6
million in 2012, an increase of R70.1 million, or 61%. The movement was primarily due to
increase in net loss of THNC in 2013 resulting from non-capitalizable supplies, equipment
and workshop tools incurred by THNC during the year.

Other Income - net

Our other income in 2013 was R309.8 million as compared to 2300.3 million in 2012. Other
income - net was primarily consists of dividend income from CBNC, net foreign exchange
gains or losses, gain on sale of property and equipment and investment properties, provision
for impairment losses and miscellaneous income and expenses.

Provision for (Benefit from) Income Tax

Provision for income tax was £1,124.2 million in 2013 compared to R1,334.7 million in 2012,
a decrease of P210.5 million, or 16%. Our current provision for income tax in 2013 was
R1,169.5 million compared to 21,264.3 million in 2012, a decrease of R94.8 million, or 8%
primarily due to the decrease in our taxable income in 2013 resulting from lower revenues.
Our benefit from deferred income tax in 2013 was R45.3 million as compared to a provision
for deferred income tax of 270.4 million in 2012, an increase of R115.7 million, or 164%,
resulting mainly from the de-recognition of deferred income tax asset on net operating loss
carry-over (NOLCQO) amounting to 188.2 million in 2012 while there was none in 2013.

Net Income

As a result of the foregoing, our consolidated net income was P2,586.4 million in 2013
compared to R3,120.3 million in 2012. Net of non-controlling interests, our net income was
R2,053.7 million in 2013 as compared to R2,207.2 million in 2012, a decrease of R153.5
million, or 7%.

Calendar year ended December 31, 2012 compared with calendar year ended
December 31, 2011

Revenues
Our total revenues were R11,606.9 million in 2012 as compared to P12,694.7 million in
2011, a decrease of R1,087.8 million, or 9%.

Sale of ore

We sold an aggregate 11,730.2 thousand WMT of nickel ore in 2012, an increase of 13%
compared to 10,386.8 thousand WMT of nickel ore in 2011. Our sales for this year included
4,236.6 thousand WMT of saprolite ore sold to Japanese and Chinese customers, 4,142.1
thousand WMT of limonite ore to our Chinese customers and 3,351.5 thousand WMT of
limonite ore to CBNC compared to sales of 3,954.9 thousand WMT, 3,455.0 thousand WMT
and 2,976.9 thousand WMT, respectively, in 2011.
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Our revenue from sale of nickel ore was R11,143.3 million in 2012 as compared to
212,230.3 million in 2011, a decrease of £1,087.0 million, or 9%. The decrease in revenue
was due both to lower ore prices and appreciation of peso as against US Dollar. Our realized
LME nickel price in 2012, applicable to sales of high and medium grade saprolite ore sold to
our Japanese and Chinese customers and sales of limonite ore to Chinese customers and
CBNC, averaged $8.10 per pound of payable nickel compared to $10.53 per pound of
payable nickel in 2011. The weighted average price per WMT of low grade saprolite ore and
limonite ore sold to our Chinese customers in 2012 amounted to $24.40 compared to $24.47
in 2011.

We own 60% of RTN, which owns and operates the Rio Tuba mining operations. RTN’s
revenue from sale of nickel ore was R3,994.1 million in 2012 as compared to R5,863.7
million in 2011, a decrease of R1,869.6 million, or 32%. RTN sold an aggregate 5,626.4
thousand WMT of nickel ore in 2012 as compared to an aggregate 5,099.1 thousand WMT
of nickel ore sold in 2011. The volume of saprolite ore sold to Japanese and Chinese
customers increased by 152.6 thousand WMT or 7%, while the volume of limonite ore sold
to CBNC increased by 374.7 thousand WMT, or 13%.

RTN'’s revenue from sale of limestone ore was R44.1 million in 2012 as compared to 2100.2
million in 2011, a decrease of £56.1 million or 56%. The decrease was due to lower volume
delivered in 2012, from 146.0 thousand WMT in 2011 to 59.0 thousand WMT in 2012.

We own 65% of TMC, which owns and operates the Taganito mining operations. TMC’s
revenue from sale of ore was R3,093.9 million in 2012 as compared to B2,751.9 million in
2011, an increase of 342.0 million, or 12%. TMC sold an aggregate 2,381.5 thousand WMT
of nickel ore in 2012 as compared to an aggregate of 1,664.8 thousand WMT of nickel ore in
2011. The volume of saprolite ore sold to customers from Japan and China increased by
658.2 thousand WMT, or 65%. In addition, TMC sold 710.1 thousand WMT of limonite ore to
Chinese customers in 2012 compared to 651.5 WMT of limonite ore in 2011.

We own 100% of CMC, which owns and operates the Cagdianao mining operations. CMC'’s
revenue from sale of ore was P1,130.0 million in 2012 as compared to P1,723.7 million in
2011, a decrease of £593.7 million, or 34%. CMC sold an aggregate 1,085.6 thousand WMT
of nickel ore in 2012 as compared to an aggregate 1,034.0 thousand WMT of nickel ore in
2011. The volume of saprolite ore sold to Japanese and Chinese customers decreased by
413.4 thousand WMT or 59%. CMC also sold 795.3 thousand WMT of limonite ore to
Chinese customers in 2012 compared to 330.3 thousand WMT in 2011.

We own 100% of HMC, which owns and operates the Taganaan mining operations. HMC’s
revenue from sale of ore was R2,881.2 million in 2012 as compared to 21,790.7 million in
2011, an increase of R1,090.5 million, or 61%. HMC sold an aggregate 2,636.7 thousand
WMT of nickel ore to Chinese customers in 2012 as compared to 2,588.9 thousand WMT of
nickel ore in 2011.

Costs and Expenses
Our costs and expenses amounted to R7,458.0 million in 2012 as compared to P6,231.9
million in 2011, an increase of £1,226.1 million, or 20%.

Cost of Sales

Our cost of sales was RP4,467.2 million in 2012 as compared to £3,349.7 million in 2011, an
increase of R1,117.5 million, or 33%. The increase in cost of sales was due to higher volume
of production and shipments and increase in production costs arising from mine and road
maintenance, cost of ore beneficiation, ore retrieving and work related to environmental
activities.
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Cost of Services

Cost of services was £260.4 million in 2012 as compared to £214.3 million in 2011, an
increase of R46.1 million, or 22%. Costs of services largely consist of the cost of hauling,
providing manpower and other ancillary services to CBNC and costs of maintaining the pier
facility used by THNC. Items which contributed to the increase in cost of services include
depreciation and depletion which increased from B72.8 million in 2011 to 2100.7 million in
2012, and equipment operating costs from 265.0 million to B78.7 million.

Shipping and Loading Costs

Shipping and loading costs were £1,400.6 million in 2012 as compared to R1,286.1 million in
2011, an increase of R114.5 million, or 9%. The increase was due to higher contract fees
from B769.6 million to R857.5 million, as a result of the increase in volume shipped in 2012
and additional LCTs hired to cover for down-time of company-owned LCT’s. The foregoing
also resulted to higher supplies and fuel, oil and lubricant costs from B225.1 million to
B271.3 million.

Excise Taxes and Royalties

Our excise taxes and royalties were R707.9 million in 2012 as compared to R736.3 million in
2011, a decrease of R28.4 million, or 4%. The decrease in excise taxes and royalties was a
result of the decrease in our revenue in 2012.

Marketing

Our marketing expenses were 294.4 million in 2012 as compared to R68.2 million in 2011,
an increase of R26.2 million, or 38%. The increase in marketing expenses was mainly
attributable to the increase in our sales revenue subject to the commission or marketing fee.

General and Administrative

General and administrative expenses were 2527.6 million in 2012 as compared to B577.4
million in 2011, a decrease of R49.8 million, or 9%. The lower expenses in 2012 was
attributable mainly to decrease in personnel costs from R276.6 million to 2173.8 million
resulting from lower pension cost and less accrual of cost of share-based payment.

Finance Income

Our finance income was £235.0 million in 2012 as compared to R208.4 million in 2011, an
increase of R26.6 million, or 13%. Our finance income in 2012 consists of 2226.4 million of
interest income on our cash balances and other investments and R28.6 million gains from
disposal of AFS financial assets and investment in funds. Our finance income in 2011 was
consisted only of R208.4 million interest income on our cash balances and other
investments.

Finance Expenses

Our finance expense was 2114.5 million in 2012 as compared to P66.6 million in 2011, an
increase of R47.9 million, or 72%. The increase was primarily due to guarantee service fee
which increased from R26.6 million to R84.0 million as a result of the additional loan drawn
by THNC.

Equity in Net Losses of an Associate

The equity in net losses of an associate was 2114.6 million in 2012 as compared to 196.2
million in 2011, a decrease of B81.6 million, or 42%. The movement was primarily due to
decrease in net loss of THNC in 2012.

Other Income - net

Our other income in 2012 was R300.3 million as compared to B745.2 million in 2011. Other
income - net was primarily consists of dividend income from CBNC, which decreased from
P434.2 million to R191.9 million, and net foreign exchange losses which moved from a R39.7
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million gain to a 2123.5 million loss due to the appreciation of the peso relative to the U.S.
dollar. Further, in 2011 the Group recognized provisions for impairment losses on deferred
mine exploration costs, advances to claim owners, input tax and inventory losses amounting
to a total of 2103.3 million whereas there was none in 2012. Due to the foregoing the net
decrease in other income — net in 2012 was partially reduced.

Provision for (Benefit from) Income Tax

Provision for income tax was £1,334.7 million in 2012 compared to R1,686.0 million in 2011,
a decrease of 351.3 million, or 21%. Our current provision for income tax in 2012 was
R1,264.3 million compared to P1,619.8 million in 2011, a decrease of R355.5 million, or 22%
primarily due to the decrease in our income in 2012. Our provision for deferred income tax in
2012 was R70.4 million as compared to 66.2 million in 2011, an increase of 4.2 million, or
6%. The increase was due to recognition of deferred income tax benefit on additional
NOLCO, unrealized foreign exchange losses, excess of minimum corporate income tax over
regular corporate income tax and realization of prior year's unrealized foreign exchange
gains during the year.

Net Income

As a result of the foregoing, our consolidated net income was £3,120.3 million in 2012
compared to £5,467.6 million in 2011. Net of noncontrolling interests, our net income was
R2,207.2 million in 2012 as compared to £3,537.8 million in 2011, a decrease of R1,330.6
million, or 38%.

Calendar year ended December 31, 2011 compared with calendar year ended
December 31, 2010

Revenues
Our total revenues were R12,694.7 million in 2011 as compared to £8,336.0 million in 2010,
an increase of 24,358.7 million, or 52%.

Sale of ore

Our revenue from sale of ore was R12,230.3 million in 2011 as compared to 28,074.3 million
in 2010, an increase of R4,156.0 million, or 51%. The increase in revenue was due both to a
higher volume of nickel ore sold, mainly to our Chinese customers, and higher ore prices.
Our realized LME nickel price in 2011, applicable to sales of high and medium grade
saprolite ore sold to our Japanese and Chinese customers and sales of limonite ore to
CBNC, averaged $10.53 per pound of payable nickel compared to $9.61 per pound of
payable nickel in 2010. The weighted average price per WMT of low grade saprolite ore and
limonite ore sold to our Chinese customers in 2011 amounted to $24.47 compared to $18.15
in 2010. The increased demand as well as higher prices for our various types of ore was
largely due to the increase in both the nickel pig iron and carbon steel production in China.

We sold an aggregate 10,386.8 thousand WMT of nickel ore in 2011 as compared to 8,339.2
thousand WMT of nickel ore in 2010. Our sales in 2011 included 3,954.9 thousand WMT of
saprolite ore sold to Japanese and Chinese customers, 3,455.0 thousand WMT of limonite
ore to our Chinese customers and 2,976.9 thousand WMT of limonite ore to CBNC
compared to sales of 3,217.4 thousand WMT, 2,432.5 thousand WMT and 2,689.3 thousand
WMT, respectively, in 2010.

We own 60% of RTN, which owns and operates the Rio Tuba mining operations. RTN’s
revenue from sale of ore was B5,863.7 million in 2011 as compared to R23,272.6 million in
2010, an increase of £2,591.1 million, or 79%. RTN sold an aggregate 5,099.1 thousand
WMT of nickel ore in 2011 as compared to an aggregate 3,876.4 thousand WMT of nickel
ore sold in 2010. The volume of saprolite ore sold to Japanese and Chinese customers
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increased by 866.9 thousand WMT or 69%, while the volume of limonite ore sold to CBNC
increased by 355.9 thousand WMT, or 14%.

RTN’s revenue from sale of limestone ore was R100.3 million in 2011 as compared to
£130.2 million in 2010, a decrease of £29.9 million or 23%. The decrease was due to lower
volume delivered in 2011, from 224.9 thousand WMT in 2010 to 146.0 thousand WMT in
2011.

We own 65% of TMC, which owns and operates the Taganito mining operations. TMC’s
revenue from sale of ore was R2,751.9 million in 2011 as compared to 22,089.0 million in
2010, an increase of £662.9 million, or 32%. TMC sold an aggregate 1,664.8 thousand WMT
of nickel ore in 2011 as compared to an aggregate 1,200.0 thousand WMT of nickel ore in
2010. The volume of saprolite ore sold to customers from Japan and China decreased by
118.4 thousand WMT, or 10%. In addition, TMC sold 651.5 thousand WMT of limonite ore to
Chinese customers in 2011 and 68.3 thousand WMT of limonite ore to CBNC in 2010.

Most of the limonite ore mined by TMC is being stockpiled in preparation for the expected
commencement of operations of the Taganito HPAL facility by mid-2013. Following the
signing of a Stockholders’ Agreement on September 15, 2010 among the shareholders of
the facility, which included the terms of an off-take of limonite ore from TMC to the facility,
expenses associated with the mining of limonite ore are being charged to inventory, while
prior to the signing of the Stockholders’ Agreement, such costs were expensed during the
period that they were incurred.

We own 100% of CMC, which owns and operates the Cagdianao mining operations. CMC'’s
revenue from sale of ore was R1,723.7 million in 2011 as compared to R1,225.8 million in
2010, an increase of R497.9 million, or 41%. CMC sold an aggregate 1,034.0 thousand
WMT of nickel ore in 2011 as compared to an aggregate 896.0 thousand WMT of nickel ore
in 2010. The volume of saprolite ore sold to Japanese and Chinese customers increased by
138.5 thousand WMT or 24%. CMC also sold 330.3 thousand WMT of limonite ore to
Chinese customers in 2011 compared to 330.6 thousand WMT in 2010.

We own 100% of HMC, which owns and operates the Taganaan mining operations. HMC’s
revenue from sale of ore was R1,790.7 million in 2011 as compared to R1,356.7 million in
2010, an increase of P434.0 million, or 32%. HMC sold an aggregate 2,588.9 thousand
WMT of saprolite and limonite ore to Chinese customers in 2011 as compared to 2,366.9
thousand WMT in 2010.

Services and Others

Our revenue from services and others was P464.4 million in 2011 as compared to R261.7
million in 2010, an increase of R202.7 million, or 77%. In 2010, services revenue mainly
consists of hauling and manpower and other ancillary services that RTN provides to CBNC.
In 2011, additional revenues were earned from usage fees charged by TMC to THNC for the
use of its newly constructed pier facility. Further, the Group also earned commission income
in 2011.

Costs and Expenses
Our costs and expenses amounted to £6,231.9 million in 2011 as compared to B5,060.5
million in 2010, an increase of R1,171.4 million, or 23%.

Cost of Sales

Our cost of sales was R23,349.7 million in 2011 as compared to £3,062.0 million in 2010, an
increase of R287.7 million, or 9%. The increase was largely due to higher volume of
production and shipments.
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Cost of Services

Cost of services was B214.3 million in 2011 as compared to £144.0 million in 2010, an
increase of R70.3 million, or 49%. Cost of services largely consists of the cost of hauling,
providing manpower and other ancillary services to CBNC and costs of maintaining the pier
facility used by THNC. Items which contributed in the increase in cost of services include
depreciation and depletion which increased from R17.7 million in 2010 to B72.8 million in
2011, and equipment operating costs from 231.8 million to £65.0 million.

Shipping and Loading Costs and Marketing Expenses

Shipping and loading costs were 21,286.1 million in 2011 as compared to R855.5 million in
2010, an increase of 2430.6 million, or 50%. The increase was due to higher contract fees,
from B511.4 million to B769.6 million, brought about by additional LCTs hired; increase in
supplies and fuel, oil and lubricants, from R108.3 million to R225.1 million; and increase in
depreciation and depletion, from R49.1 million to R102.5 million. The increase in shipping
and loading costs and marketing expenses was related to the substantial increase in our
sales volume in 2011.

Excise Taxes and Royalties

Our excise taxes and royalties were 2736.3 million in 2011 as compared to £523.2 million in
2010, an increase of B213.1 million, or 41%. The increase in excise taxes and royalties was
a result of the increase in our sale of ore in 2011.

General and Administrative

General and administrative expenses were R577.4 million in 2011 as compared to R473.5
million in 2010, an increase of R103.9 million, or 22%. The higher expenses in 2011 was
primarily due to increase in personnel costs attributable to new key personnel hires at our
subsidiaries and higher employee bonuses; and increase in depreciation expense due to
acquisition of property and equipment.

Finance Income

Our finance income was R208.4 million in 2011 as compared to 2130.8 million in 2010, an
increase of R77.6 million, or 59%. Our finance income in 2011 consists of interest income on
our cash balances and other investments amounting to 2208.4 million. Our finance income
in 2010 primarily consisted of R128.8 million of interest income on our cash balances and
other investments and a 2.0 million gain in fair value of certain portfolio investments.

Finance Expense

Our finance expense was £66.6 million in 2011 as compared to R83.5 million in 2010, a
decrease of R16.9 million, or 20%. Our finance expense in 2011 primarily consisted of B7.3
million interest expense on our long-term debt, R18.3 million loss on sale of AFS financial
assets, guarantee service fee of P26.6 million, 210.4 million accretion interest on mine
rehabilitation, and decommissioning and provision for impairment losses of 24.0 million
related to trade and other receivables. Our finance expense in 2010 primarily consisted of a
P47 million loss on our nickel commodity collar contracts, interest expense on our long-term
loan of R10.9 million, £9.5 million loss on sale of AFS financial assets, guarantee service fee
of P2.2 million, 9.2 million accretion interest on mine rehabilitation and decommissioning
and provision for impairment losses of 4.7 million related to trade and other receivables.

Equity in Net Losses of an Associate

The equity in net losses of an associate was R196.2 million in 2011 as compared to R6.4
million in 2010, an increase of 2189.8 million, or 2,966%. The movement was primarily due
to significant increase in net loss of THNC in 2011, mainly as a result of the insurgency
attack in October 2011.
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Other Income (Charges) - net

Our other income in 2011 was B745.2 million as compared to other charges of R6.4 million
in 2010. The turnaround was due largely to an inventory write-up on the long-term stockpile
at our Rio Tuba mine in the amount of R573.1 million, and a R436.4 million dividends
received by RTN from CBNC. These gains were partially offset by a 2239.5 million casualty
loss from damages incurred as a result of the insurgency attack which occurred at the
Taganito mine site. In 2010, we incurred a net foreign exchange loss of P482.1 million as a
result of the decrease in value of our U.S. dollar denominated assets, primarily our cash and
cash equivalents and portfolio investments. The higher net foreign exchange loss in 2010
was partially offset by our other income consisting of R120.2 million of dividend income, the
majority of which was a dividend payment from CBNC to RTN, a B80.7 million gain resulting
from the bargain purchase of La Costa Shipping and Lighterage Corporation, a company
engaged in the chartering of LCTs, a R74.1 million reversal of accruals that we made in prior
periods for vessel demurrage, R61.5 million of other services provided by RTN to CBNC, a
P56.3 million reversal of allowance for inventory losses of nickel ore provided for in 2008,
which inventory was sold in 2010 and a one-time fee of 233.7 million for the handling of
TMC ore which was delivered to the CBNC HPAL facility.

Provision for (Benefit from) Income Tax

Provision for (benefit from) income tax was £1,686.0 million in 2011 compared to 2946.8
million in 2010, an increase of R739.2 million, or 78%. Our current provision for income tax
in 2011 was £1,619.8 million compared to R1,148.6 million in 2010, an increase of R471.2
million, or 41% primarily due to the increase in our income in 2011. Our provision for
deferred income tax in 2011 was R66.2 million as compared to the benefit from deferred
income tax of R201.8 million in 2010, an increase of R268.0 million, or 133% which was the
result of a deferred income tax benefit on the write-up of long-term stockpile inventory which
were partially offset by additional NOLCO, accrued SDMP and cost of share-based payment
recognized in 2011. The deferred benefit in 2010 was the result of the reversal of the
deferred income tax asset recognized on the Company’s unrealized foreign exchange losses
in 2010, partially offset by NOLCO recognized by the Parent Company in 2010.

Net Income

As a result of the foregoing, our consolidated net income was £5,467.6 million in 2011
compared to R2,371.9 million in 2010. Net of noncontrolling interests, our net income was
R3,537.8 million in 2011 as compared to P1,546.9 million in 2010, an increase of R1,990.9
million, or 129%.

Financial Position
Calendar year as at December 31, 2013 and 2012
Total assets amounted to R28,913.5 million in 2013 compared to 227,179.2 million in 2012.

Current assets increased to £14,601.0 million in 2013 from P13,449.5 million in 2012 due
mainly to the increase in cash and cash equivalents, from R9,263.5 million to 210,234.3
million, and available-for-sale (AFS) financial assets, from 21,086.1 million to R1,257.4
million. Cash and cash equivalents as of December 31, 2013 was higher due to lower
acquisitions of property and equipment in 2013 than in 2012. In addition, the Group
purchased additional AFS financial assets such as money market funds which yield better
returns than time deposits.

Noncurrent assets increased from £13,729.7 million in 2012 to 14,312.5 million in 2013

due to increase in property and equipment from B5,949.9 million to R6,585.8 million,
consisting mostly of acquisitions of various tractors, dump trucks and conveyor belt.
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Total current liabilities increased to £1,309.0 million in 2013 from R1,275.7 million in 2012
which was attributable mainly to increase in trade and other payables from R864.0 million to
R928.1 million. However, the increase in trade and other payables was slightly offset by the
reduction in income tax payable by 231.7 million.

Total noncurrent liabilities increased to P2,392.8 million from 22,321.8 million as a result of
the re-measurement 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 £20,490.1 million as at year ended 2013
from R18,876.4 million as at year ended 2012 due to net earnings in 2013.

Calendar year as at December 31, 2012 and 2011
Total assets amounted to B27,179.2 million in 2012 compared to R26,402.9 million in 2011.

Current assets decreased to 213,449.5 million in 2012 from £14,269.4 million in 2011 due
mainly to the decrease in cash and cash equivalents, from £210,350.6 million to R9,263.5
million; and trade and other receivables, from R1,156.3 million to £937.9 million. The
decrease was slightly offset by the increase in AFS financial assets from R660.2 million in
2011 to £1,086.1 million in 2012. In addition, other current assets increased from R94.3
million to R157.9 million as a result of additional input taxes claimed from purchases of
applicable goods and services.

Noncurrent assets increased from R12,133.5 million in 2011 to £13,729.7 million in 2012
due largely to the increase in property and equipment from R4,216.8 million to 25,949.9
million, consisting mostly of acquisitions of various dump trucks, wheel loaders, excavators
and other equipment.

Total current liabilities decreased to R1,275.7 million in 2012 from R1,637.8 million in 2011
which was attributable mainly to decrease in trade and other payables from £1,238.1 million
to £864.0 million.

Total noncurrent liabilities decreased to P2,321.8 million from £2,532.5 million largely due to
the decrease in long-term debt - net of current portion from R1,643.9 million to P1,422.7
million, deferred income tax liabilities - net from R585.6 million to 550.5 million and pension
liability from R157.1 million to P136.5 million. On the other hand, the provision for mine
rehabilitation and decommissioning increased to P132.5 million from B61.7 million as a
result of the re-assessment and re-estimation of the obligation to be incurred in restoring the
operating locations.

Equity - net of non-controlling interests increased to R18,876.4 million as at year ended 2012
from R17,874.0 million as at year ended 2011 due to net earnings in 2012.

Calendar year as at December 31, 2011 and 2010

Total assets amounted to R26,402.9 million in 2011 compared to 221,603.1 million in 2010.
Current assets increased to P14,269.4 million in 2011 from £9,858.6 million in 2010 due
mainly to the increase in cash and cash equivalents from B6,806.0 million to 10,350.6
million and inventories from R1,416.4 million to 22,008.0 million. AFS financial assets also

increased from 2470.0 million to 2660.2 million and other current assets from £53.0 million
to 294.3 million.
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Noncurrent assets increased from R11,744.5 million in 2010 to P12,133.5 million in 2011
due largely to the increase in long-term stock pile inventory — net of current portion from
R965.0 million to R1,357.7 million and property and equipment from B3,859.7 million to
P4,216.8 million, consisting mostly of the new pier facility at our Taganito mine, as well as
additional acquisition of machinery and equipment. Investment property also increased from
£50.8 million to R53.6 million and deferred income tax assets from P414.0 million to 501.9
million. The increase was slightly offset by the decrease in other noncurrent assets from
R977.4 million to B724.0 million.

Total current liabilities increased to 21,637.8 million in 2011 from R1,335.7 million in 2010
due to increases in trade and other payables from R2935.2 million to P1,238.1 million and
current portion of long-term debt from R78.4 million to 2124.5 million. The increase was
slightly offset by the decrease in income tax payable from R322.1 million to 275.2 million.

Total noncurrent liabilities likewise increased to B2,532.5 million from R2,123.8 million
largely due to the increase in long-term debt - net of current portion to 21,643.9 million from
P1,465.8 million and deferred income tax liabilities - net to 2585.6 million from R469.8
million. Provision for mine rehabilitation and decommissioning increased from R55.4 million
to P61.7 million due to accretion interest. Pension liability also increased from £49.0 million
to 2157.1 million due to re-measurement of pension liability.

Equity - net of non-controlling interests increased to R17,874.0 million as at year ended 2011
from 215,001.7 million as at year ended 2010 due to net earnings in 2011.

Cash Flows
Calendar year ended December 31, 2013, 2012 and 2011

The net cash flows from operating activities amounted to 24,120.9 million in 2013, compared
to £4,079.0 million in 2012 and B5,493.7 million in 2011, as proceeds from the sale of ore
were higher in 2013 and 2011 as compared in 2012.

Net cash used for investment activities amounted to £1,913.1 million, £3,298.7 million and
£819.2 million in 2013, 2012 and 2011, respectively, mainly for the acquisitions of property
and equipment and net acquisitions of AFS financial assets. The net cash used in
investment activities was slightly offset by the proceeds received from the sale of property
and equipment and investment properties in 2013, and dividends received from CBNC in
2012 and 2011.

Net cash used in financing activities was 21,310.1 million, 21,759.1 million and R1,138.1
million in 2013, 2012 and 2011, respectively, mostly for the payment of cash dividends and
payments of long-term debt.

As at December 31, 2013, 2012 and 2011, cash and cash equivalents amounted to
£210,234.3 million,29,263.5 million and £10,350.6 million, respectively.

Top Five (5) Key Performance Indicators

LME price

Our products are mainly classified into three: 1) high-grade saprolite; 2) middle-grade
saprolite; and 3) limonite (low nickel/high iron). We typically sell high- and middle-grade
saprolite ore to our Japanese customers, particularly Pacific Metals Co., Ltd. (‘PAMCQO”) and
Sumitomo Metal Mining Co. Inc. (“SMM”) under long-term agreements. For our Chinese
customers, we market middle-grade saprolite and limonite ore on annual basis. We are also
the exclusive supplier of limonite ore, also under a long-term agreement, to the Coral Bay
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HPAL facility and Taganito HPAL facility. The price of high- and middle-grade saprolite and
limonite ore sold to Japan and China is based on China spot market price. As to high- and
middle-grade saprolite, the price is closely correlated to LME Ni price, while limonite ore is
closely correlated to international iron ore price index.

Nickel prices have historically exhibited considerable volatility. Nickel prices climbed from as
low as US$4.25 per pound in March 2009 to a high of US$13.17 per pound in February
2011. The average LME nickel prices per pound for the nine months of 2014 and 2013 were
US$7.81 and US$6.97, respectively.

The sensitivity of our revenues to LME nickel prices is not completely linear, because, in our
experience, when nickel prices reach certain levels, the demand for our limonite ore
increases. As a result of this effect, very high nickel prices have, in the past, resulted in
increased volumes of nickel ore sold, as well as increased prices for our recurring sales of
saprolite ore to PAMCO and limonite ore to the Coral Bay HPAL facility under long-term
contracts. Increases and decreases in the LME nickel price will have a broadly proportional
effect on our revenues from these sales.

Volume

The volume of saprolite ore that we sell largely depends on the grade of saprolite ore that we
mine. The volume of limonite ore that we sell to our customers in China largely depends on
the demand for nickel pig iron and carbon steel in China. Our sales of high-grade saprolite
ore are mainly to PAMCO, who purchases our high-grade saprolite ore that we are able to
extract and ship at any given time. With respect to our middle-grade saprolite and limonite
ore, in periods when we are able to extract more ore than we are able to ship, we generally
continue our mining operations and stockpile such ore for sale when demand improves or
when prices rise to more attractive levels. As stated above, the volume of our middle-grade
saprolite ore and limonite ore sales to our Chinese customers is based on China spot market
prices. In addition to sales of nickel ore to PAMCO, SMM and our customers in China, we
sell limonite ore from our Rio Tuba mine to the Coral Bay HPAL facility, in which we have a
minority interest, and from our Taganito mine to the Taganito HPAL facility, in which we have
a 22.5% equity interest. CBNC purchases an amount of limonite ore from us sufficient to
meet its ore requirements. The Coral Bay HPAL facility has an annual capacity of 23,000
tonnes. The Taganito HPAL facility has an annual capacity of 30,000 tons of contained
nickel over an estimated 30-year Project life.

The type and grade of ore that we mine

We realize higher sales prices for our saprolite ore than for our limonite ore. Accordingly, the
type and grade (which is a factor of nickel content) of the ore that we mine affects our
revenues from year to year. The quantity of saprolite ore that we mine annually depends on
the customer demand and the availability of such ore at our mine sites. The mix between
high-and middle-grade saprolite ore at our mine sites coupled with our long-term mining plan
determines the quantities of each that we extract on an annual basis. The quantity of
limonite ore that we mine on an annual basis depends on the amount of such ore that needs
to be removed in order to extract the saprolite ore, as well as market demand.

Mine Site Cash Cost per Volume Sold

The mine site cash cost per volume of ore sold provides a cost profile for each operating
mine and allows us to measure and compare operating performance as well as changes in
per unit costs from year to year.

The mine site cash cost includes production and shipping and loading costs incurred by the

Company in mining, handling and barging ore to customer’s vessels, and excludes excise
taxes and royalties.

-22 -



The average mine site cash cost per volume sold for the nine months of 2014 was B329.93
per WMT on the basis of aggregate cash costs of P4,800.5 million. This compares to
P342.43 per WMT during the same period in 2013 on the basis of aggregate cash costs of
P3,581.5 million.

Currency exchange rates

We earn substantially all of our revenues in US$ while most of our expenses are paid in
peso. The appreciation of the peso against the US$ effectively reduces our revenue without
a corresponding reduction in our expenses and can result in a reduction in our net income.
In addition, because a portion of our cash and cash equivalents and other portfolio
investments are denominated in US$, the appreciation of the peso against the US$ reduces
the value of these assets in peso terms in our financial statements. Our current policy is not
to hedge our exposure to foreign currency exchange risk.

The Group’s average realized peso-to-dollar rates for the nine-month period ended
September 30, 2014 and 2013 are P43.90 and P42.52, respectively.

Liguidity and Capital Resources

As of September 30, 2014 and December 31, 2013, our principal source of liquidity was
cash from our operations. We incurred long-term debt to finance the construction of our Rio
Tuba and Taganito pier facilities. We receive income from CBNC and THNC under
throughput agreements whereby amounts are payable by CBNC and THNC to RTN and
TMC, respectively, for the use of the pier facilities. The revenues that we receive from CBNC
and THNC under the throughput agreements have typically been sufficient to service our
long-term debt.

As of September 30, 2014 and December 31, 2013, our working capital, defined as the
difference between our current assets and current liabilities, was P20.6 billion and P13.3
billion, respectively. We expect to meet our working capital, capital expenditure and
investment requirements from the cash flow coming from our operations and as well as debt
that we have incurred to finance the construction of pier facilities at our Rio Tuba and
Taganito properties. We may also from time to time seek other sources of funding, which
may include debt or equity financings, depending on our financing needs and market
conditions.

Off-balance sheet arrangements
We have not entered into any off-balance sheet transactions or obligations (including
contingent obligations), or other relationships with unconsolidated entities or other persons.
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IV. Brief Description of the General Nature and Scope of the Business of Nickel Asia
Corporation and Subsidiaries

A. Corporate Profile

Nickel Asia Corporation (“the Company”’) was incorporated on 24 July 2008 with the
Philippine Securities and Exchange Commission (“SEC”) and was listed with the Philippine
Stock Exchange (“PSE”) on 22 November 2010.

The Company operates four lateritic nickel mines, all of which are located in the southern
half of the Philippines.

Rio Tuba Nickel Mining Corporation (“RTN”) was incorporated in 1969 to develop the nickel
ore deposits discovered at the Rio Tuba mine site in 1967. It was granted rights over the Rio
Tuba property in 1970 and commenced mining in 1975. RTN made its first commercial
shipment in 1977.

Hinatuan Mining Corporation (“HMC”) was incorporated in 1979 and was granted rights over
the Taganaan property in 1980. Development of the property commenced in 1981 and the
first commercial shipment from the Taganaan mine was made in 1982. The size of the
property was expanded in 1983 with the acquisition of additional claims on adjacent
properties. HMC temporarily suspended operations at the Taganaan mine from April 2001
to January 2006 due to depletion of high-grade saprolite ore reserves.

Taganito Mining Corporation (“TMC”) was incorporated and acquired the Taganito property
from HMC in 1987. The first commercial shipment from the Taganito mine was made in
1989.

Cagdianao Mining Corporation (“CMC”) was incorporated in 1997 and acquired the right to
operate the Cagdianao mine in 1998.

B. Business Overview

Principal Products and Services

We are one of the largest global suppliers of lateritic nickel ore, and the largest nickel mining
company in the Philippines, where we accounted to have sold a total of about 110 million
tonnes of ore up to third quarter of 2014. At each of our mines at our Rio Tuba, Taganito,
Cagdianao and Taganaan sites, we are able to employ a low-cost open pit mining method,
with very low waste to ore ratio and without the need for explosives, chemicals or complex
waste handling, to extract two types of nickel ore: limonite ore, which occurs at the upper
layer of the deposit and generally consists of lower nickel and higher iron content; and
saprolite ore, which is generally found beneath the limonite layer and typically consists of
higher nickel and lower iron content. Since we began commercial operations in 1977
through third quarter of 2014, we have delivered over 110 million WMT of saprolite ore and
limonite ore to our customers. As of December 31, 2013, our mines had proved and
probable saprolite ore reserves of 119.6 million wet metric tonnes (“WMT”) with an average
grade of 1.50% nickel, and proved and probable limonite ore reserves (including stockpiles)
of 249.7 million WMT with an average grade of 1.09% nickel, in each case as estimated in
accordance with the Philippine Mineral Reporting Code (“PMRC”).

We supply different grades of saprolite ore and limonite ore to multiple customers, which use
the ore to produce intermediate products, mainly for the manufacture of stainless steel and
for the production of nickel cathodes. Our margins on sales of nickel ore vary depending on
the type and grade of nickel ore that we sell, with high-grade saprolite ore providing higher
margins than low-grade saprolite ore and limonite ore. In addition to nickel laterite, RTN also
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supplies crushed limestone materials to Coral Bay Nickel Corporation (“CBNC”) and
Unichamp Phil. Inc., the processing plants of which are located within Rio Tuba Export
Processing Zone. RTN and TMC likewise provided contract services to CBNC and Taganito
HPAL Nickel Corporation (“THNC”), respectively, such as plant supplies/materials handling
and equipment maintenance.

V. The Market Price and Dividends

Market Information

The Company’s common equity is traded in the Philippine Stock Exchange at a price of
P15.00 per share (or P8.00 per share after the stock dividends) on November 22, 2010. The
stock prices for the Company’s common equity since the initial public offering, after the effect
of stock dividends, are as follows:

High Low

2010

4" quarter P8.97 P8.13
2011

1! Quarter P12.19 P9.23
2" Quarter BP12.56 B10.03
3 Quarter B11.47 P8.80
4" Quarter B11.17 P8.96
2012

1! Quarter P18.37 P11.20
2" Quarter P18.93 P14.53
3 Quarter P16.24 P13.28
4™ Quarter P14.00 R12.62
2013

1% Quarter P20.40 P13.06
2" Quarter P22 56 PR15.23
3 Quarter PR17.48 P15.00
4" Quarter P16.46 P14.28
2014

1! Quarter P19.88 P15.04
2" Quarter P33.00 P20.45
3 Quarter P47.90 P32.60
October R44.00 P£38.90

The Company’s stocks share price was at P43.00 per share as of November 11, 2014.
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Holders

The top 20 stockholders of the Company as of 31 October 2014 are:

STOCKHOLDERS’ NAME NUMBER OF SHARES % OF OWNERSHIP

PCD Nominee Corporation (Filipino) 1,755,663,136 69.45%
Sumitomo Metal Mining Philippine Holdings 481,552,642 19.05%
Corporation

PCD Nominee Corporation (Non-Filipino) 277,908,529 10.99%
Gerard H. Brimo 4,476,375 00.18%
Pacific Metals Co., Ltd. 4,204,171 00.17%
Manuel B. Zamora, Jr. 1,484,953 00.06%
William T. Enrile &'or William R. Enrile 1l &/or Nelly 600,000 00.02%
R. Enrile

Ronaldo B. Zamora 433,408 00.02%
Philip T. Ang 391,934 00.02%
Scott lan Lim Yu 268,500 00.01%
Steven lvan Lim Yu 258,500 00.01%
Eva Policar-Bautista 121,875 00.00%
Luisimil De Villa Gala and/or Sylvia Reynoso Gala 100,050 00.00%
Berck Y. Cheng 100,000 00.00%
Gayly Lim Yu 100,000 00.00%
RMJ Development Corp. 75,000 00.00%
Alvin S. Ison &/or Maria Lea S. Ison 57,437 00.00%
Cristina S. Ison 53,437 00.00%
Rolando I. Gonzalez 37,875 00.00%
Sylvia F. Lacson 18,750 00.00%

As of 31 October 2014, the Company has 49 stockholders.

Dividends

The following tables show the dividends declared to common shareholders for the period
ended September 30, 2014 and years ended December 31, 2013, 2012 and 2011:

Cash Dividends
Date Amount
Total Declared
Earnings Approved Record Payable Per Share (in millions)

March 14,

2014 2014 April 10, 2014 | May 8, 2014 £20.30 R757.7

2013 April 5, 2013 April 22, 2013 | May 14, 2013 R0.35 R705.3
March 28,

2012 2012 April 16, 2012 | May 11, 2012 0.80 1,073.5

October 25, November 11, | December 8,

2011 2011 2011 2011 0.15 201.0
March 25,

2011 2011 April 11, 2011 May 9, 2011 0.35 468.9

-26 -



Stock Dividends

Date No. of
Shares
(in Total Declared
Earnings Approved Record Issue % | millions) (in millions)
2013 June 3, 2013 June 18, 2013 | July 12,2013 | 25 503.8 R251.9
August 29, September.
2012 June 8, 2012 2012 24,2012 50 671.2 335.6

We declare dividends to shareholders of record, which are paid from our unrestricted
retained earnings. Our dividend policy entitles holders of shares to receive annual cash
dividends of up to 30% of the prior year's recurring attributable net income based on the
recommendation of our Board of Directors (“BOD”). Such recommendation will take into
consideration factors such as dividend income from subsidiaries, debt service requirements,
the implementation of business plans, operating expenses, budgets, funding for new
investments and acquisitions, appropriate reserves and working capital, among others.
Although the cash dividend policy may be changed by our BOD at any time, our current
intention is to pay holders of our shares annual cash dividends at this ratio. Additionally, in
the event that new investments, acquisitions or other capital expenditure plans do not
materialize, our BOD plans to review the dividend policy and consider increasing the
dividend ratio above 30% of the prior year's recurring net income.

Our subsidiaries pay dividends subject to the requirements of applicable laws and
regulations and availability of unrestricted retained earnings, without any restriction imposed
by the terms of contractual agreements. Notwithstanding the foregoing, the declaration and
payment of such dividends depends upon the respective subsidiary’s results of operations
and future projects, earnings, cash flow and financial condition, capital investment
requirements and other factors.

VI. Compliance with Leading Practices on 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. On July 30, 2014, the Company submitted to
the SEC its Revised Corporate Governance Manual which incorporates the provisions
mandated under the SEC Memorandum Circular No. 9, series of 2014.

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 Revised 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 Revised Manual of Corporate Governance
and there has been no deviation from the same.

The Company is taking further steps to enhance adherence to principles and practices of
good governance including the designation of a Chief Risk Officer (“CRO”) who is the
champion of enterprise risk management at the Company and oversees the entire risk
management function. The risk management policy has been approved and risk officers at
each operating company have also been designated.

-27 -



The Company has undergone a self-assessment process and has implemented a rational
rating system to determine compliance by Directors and Officers with the Manual for
Corporate Governance. Along with this, the Company has implemented an enterprise risk
management system.

The Company’s BOD is comprised of nine (9) Directors, with two (2) being Independent
Directors, namely Atty. Fulgencio S. Factoran, Jr. and Mr. Frederick Y. Dy. The Company
considers as an Independent Director one who, except for his director's fees and
shareholdings, is independent of management and free from any business or other
relationship which, or could reasonably be perceived to, materially interfere with his exercise
of independent judgment in carrying out his responsibilities as a Director.

The BOD is primarily responsible for the governance of the Company and provides 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 and
other stakeholders.

Corporate Governance Officer

Mr. Emmanuel L. Samson, aside from being designated as the Senior Vice President — Chief
Financial Officer of the Company, has likewise been appointed by the Board as the
Corporate Governance Officer. He is tasked with directing the people, business processes
and systems needed to enable good governance from inside the corporation in support of
the BOD.

Qualifications of Directors
The Company’s Revised Manual on Corporate Governance provides for qualifications of
directors which are the following:

a) College education or equivalent academic degree;

b) Practical understanding of the business of the Company;

c) Membership in good standing in relevant industry, business or professional

organizations;
d) Previous business experience.

The abovementioned qualifications give room for the shareholders to freely choose/nominate
directors coming from diverse professional backgrounds.

All directors of the Company are required to have “a practical understanding of the business
of the Company” as provided in the Company’s Revised Manual on Corporate Governance.

The Company adopts the definition of “independence” under the Securities Regulations
Code. The term of the Company’s independent directors is the same as that of the other
directors of the Company which is one (1) year as provided in the Company’s Articles of
Incorporation.

The members of the BOD are elected during the Annual Stockholders’ Meeting based on the
list of nominees prepared by the Nominations Committee and sent to the shareholders
through the notice of meeting. A majority vote of the shareholders is required for the election
of a director.

Any member of the BOD may be removed from office on grounds of disqualification as
provided in the Revised Manual on Corporate Governance. The procedure in the
Corporation Code is followed by the Company for this purpose. Directors may be removed
through a regular or special meeting called for such purpose notices for which are duly given

-28 -



to the shareholders. The removal shall be approved by a vote of the shareholders
representing 2/3 of the outstanding capital stock. The vacancy in the Board resulting to such
removal may be filled in during the same meeting requiring the same amount of votes
without need for further notice.

Any vacancy occurring in the Board other than by removal by the stockholders as
abovementioned or by expiration of term may be filled by the vote of at least a majority of the
remaining directors, if still constituting a quorum; otherwise, the vacancy must be filled by the
stockholders at a regular or at any special meeting of stockholders called for the purpose.
The directors elected to fill the vacancy shall serve only the unexpired term of his
predecessor.

Role of the Chairman
The roles of Chairman and the Chief Executive Officer (“CEQ”) are assigned to Manuel B.
Zamora Jr. and Gerard H. Brimo, respectively.

The following are the duties and responsibilities of the Chairman as provided in the
Company’s Revised Manual on Corporate Governance:

e Ensure that the meetings of the Board are held in accordance with the By-laws or as
the Chairman shall deem necessary;

e Supervise the preparation of the agenda of the meeting in coordination with the
Corporate Secretary, taking into consideration the suggestions of Management and
the Directors; and

e Maintain qualitative and timely lines of communication and information between the
Board and Management.

Roles and Accountabilities of Other Directors
As provided under the Company’s Revised Manual on Corporate Governance all directors
shall have the following duties and responsibilities:
e Conduct fair business transactions with the corporation, and ensure that his personal
interest does not conflict with the interests of the Company.
o Devote the time and attention necessary to properly and effectively perform his
duties and responsibilities.
e Act judiciously.
e Exercise independent judgment.
e Have a working knowledge of the statutory and regulatory requirements that affect
the company.
e Observe confidentiality.

Enterprise Risk Management (ERM)

The Group adopts a risk philosophy aimed at enhancing shareholder value by sustaining
competitive advantage, optimizing risk management cost, and enabling the Group to pursue
strategic growth opportunities with greater speed, skills and confidence than its competitors.
To put the philosophy into action, the Group implemented an ERM that shall ensure that all
business risks are identified, measured and managed effectively and continuously within a
structured and proactive framework. Furthermore, the risk management processes facilitate
alignment of the Group’s strategy and annual operating plan with the management of key
risks. Risk assessment and mitigation strategy is an integral part of the Group’s annual
business planning and budgeting process. The key risk management activities include
scenario planning, business continuity/disaster recovery management and crisis planning
and management. Close monitoring and control processes, including the establishment of
appropriate key risk indicators and key performance indicators, are put in place to ensure
that risk profiles are managed within policy limits. The Group has in place a formal program
of risk and control self-assessment whereby line personnel are involved in the ongoing
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assessment and improvement of risk management and controls. Independent specialist
consultants will, if needed, be engaged from time to time to review the Group’s risk
management framework and processes.

The Board has responsibility for overseeing risk management within the Group. Assisting
the Board is the CRO of NAC who in turn is supported by VP-Finance of each operating
company who acts as CRO for the operating company.

In 2012, the Group rolled out the ERM on a pilot basis to one of our subsidiaries. The Group
undertakes a continuous process of risk identification and prioritization, monitoring,
management and reporting of risks throughout the organization, to provide assurance to the
Board that all significant risks are managed effectively. The effectiveness of risk
management policy and processes is reviewed on a regular basis and, where necessary,
improved. The Internal Audit and the Audit and Risk Committee have reviewed the
effectiveness of our risk management system and found the system and the risk mitigation
strategies adequate to manage all significant business risks.

Following the successful implementation of ERM in our pilot subsidiary, the other operating
subsidiaries have followed and implemented ERM to their respective organizations.

In line with the overall Enterprise Risk Management policy of the Group, the Company is
committed to manage its risks by adopting an approach where risk identification,
assessment, control and monitoring are integrated in the annual plans and budgeting
process. All department and section heads of the company are actively involved in the
setting of objectives and the identification of related risks that could prevent the Company
from achieving its objectives. Employees are informed of the identified risks and are
enjoined to make it their business to actively participate in implementing measures that will
mitigate the risks.

The table below shows the focus of Company’s Risk Management Policy. The different risk
exposures may overlap depending on the risk that is identified and assessed.

Risk Exposure

Risk Management Policy

Objective

Strategic Risk

Set by top management and is
focused on the overall direction in
areas of revenue, cost and
expansion (contraction) programs
for both the long-term and annual
plans.

It is the objective of the policy to
provide the Company
management team with a
framework that will guide them in
dealing with the internal and
external risks of the business that
have direct impact on the revenue
and costs and financial growth
while balancing the interests of all
stakeholders.

Operational Risk

Set by line managers and focuses
on the utilization of available (and
limited) resources and on how to
manage and prioritize such
resources when risks occur.

It is the objective of the policy to
ensure that employees are
properly guided in dealing with
risks that could happen during the
day to day operations.

Financial Risk

Focuses on the financial and
reporting impact resulting from
risks.

It is the objective of the policy to
guide employees in ensuring that
risks with financial impact have to
be properly managed and that
losses are contained if not
eliminated.
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Compliance Risk Operating in a highly regulated It is the objective of the policy that

industry, compliance to various ensures that the Company is fully
laws, rules and regulations is to be | compliant with applicable laws,
fully enforced. rules and regulations given the

sensitivity of the regulatory
environment where the Company
operates.

The systems that are in place are intended to provide reasonable but not absolute
assurance against material misstatements or loss, as well as to ensure the safeguarding of
assets, the maintenance of proper accounting records, the reliability of financial information,
compliance with applicable legislation, regulations and best practices, and the identification
and management of business risk.

In the course of their statutory audit, the Group’s external auditors carry out a review of the
Group’s material internal controls to the extent of the scope as laid out in their audit plans.
Any material non-compliance and internal control weaknesses, together with the external
auditors’ recommendations to address them, are reported to the Audit Committee. NAC'’s
Management, with the assistance of Internal Audit, follows up on the external auditors’
recommendations as part of their role in reviewing the Group’s system of internal controls.

Below are examples of the Company’s Risk Assessment, Management Control:

Risk Assessment Risk Management and Control
Risk Exposure (Monitoring and Measurement (Structures, Procedures, Actions
Process) Taken)

Strategic: Market Regular updates of market data e Preparing alternative mining plans
condition, forex and especially on buyer’s ¢ Revising budgets (forecasts)
LME prices requirement; obtain forecasts of e Managing foreign exchange position

forex and LME prices. « Implementing sensitivity analysis
Operational: Lack of | Close coordination between e Collaboration with TESDA in training
available manpower Mines Group and HR with people from surrounding
specifically skilled regards to manpower hiring communities
drivers and operators | requirements. ¢ Harness untapped potential of
that could result in not women operators
meeting production Monitoring of production e Aim for commonality of equipment
targets accomplishment by comparing being operated and maintained

actual against budget as well tons | o Offering competitive compensation
per manshift; the resulting data

helps determine the
adequacy/inadequacy of available

manpower

Operational: Daily Monitoring of equipment e Continuous training and re-training

Unavailable mining breakdowns, job orders, and of drivers and operators on proper

equipment resulting completed repairs. use and handling of equipment to

to decreased reduce equipment breakdown

production A minimum of 80% physical ¢ Implementing Work order for
availability for all production mechanical and strict monitoring of
equipment must be maintained. night shift productivity

Conducting regular PMS

Tapping the expertise of the supplier
on proper maintenance and
servicing of equipment

Construction of an improved
mechanical shop
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Monitoring consumption and
stocking level of repair parts for both
warehouse and consignment to
ensure repair parts availability
Reducing delivery lead time for non-
consigned repair parts by using
emergency purchase and close
coordination with Surigao
purchasing for local purchases

Operational:
Accidents resulting to
injury or death,
equipment damage,
and production loss

Safety section monitors and
records all accidents / incidents
and evaluates severity and
frequency rate based on total
manhours worked.

Assigning responsibility and
accountability to contractors for
accident prevention
Construction of engineering
measures such as higher safety
berms, and escape ramps at
carefully identified locations
Traffic monitoring at the minesite
area, installation of checkpoint
barriers at each ridge
Commitment to a stronger
implementation of work safety
standards and procedures

Financial: Losses
from non-
marketability of ores
at certain grades

Closely monitoring prices and
inventory levels

Blending of ores
Looking out for market opportunities

Compliance:
Suspension of
operation due to non-
compliance to DENR
guidelines and
standards pertaining
to water quality

Daily monitoring of water and air
quality to ensure compliance.

Water pH and TSS (Total
suspended solids) are monitored
daily at established stations
(settling ponds and Taganito
river)

Compacting and covering of
stockpiles

Construction of catch drainage
Planned maintenance of catch
drainages and settling ponds by
desilting

Internal Audit and Control

The Group defines internal control system as a process, effected by its BOD, management
and other personnel, designed to provide reasonable assurance regarding the achievement
of objectives in the following categories:

1. Effectiveness and efficiency of operations.

2. Reliability of financial reporting.

3. Compliance with applicable laws and regulations.

In ensuring effectiveness and efficiency of operations, the Group focuses on the basic
business objectives, performance and profitability goals and safeguarding of resources.
Reliability of financial reporting ensures that there are adequate controls in the preparation of
published financial statements, including the quarterly financial statements and selected
financial data derived from such statements, e.g. earnings releases. Compliance controls
ensures that the Group comply with those laws and regulation to which it is subject. In
designing the internal control system, the Group recognizes that these three distinct but
overlapping categories address different needs and allow a directed focus to meet the
different needs.
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The internal control system has components that are integrated, have synergy and linkage
among these components, forming an integrated system that reacts dynamically to changing
conditions. The internal control system is intertwined with the entity's operating activities and
exists for fundamental business reasons to ensure an effective and efficient internal control
system.

a) Control environment which sets the tone of the Group and is the foundation for all
other components of internal control, providing discipline and structure.

b) Risk assessment which is integrated and exists at all levels in the organization.

c) Control activities consisting of policies and procedures that help ensure management
directives are carried out and that necessary actions are taken to address risks to
achievement of the Group’s objectives. Similar to risk assessment, control activities
occur throughout the Group, at all levels and in all functions.

d) Information and communication to ensure that pertinent information are identified,
captured and communicated that enables people to carry out their responsibilities
and to run and control the business. Information includes external events, activities
and conditions necessary to informed business decision making and external
reporting, Communication includes external activities e.g. investors, public and
regulators.

e) Monitoring the process to assess the quality of the internal control system over time.
This is accomplished through ongoing monitoring activities and separate evaluations
or a combination of both. Internal control deficiencies are reported upstream, with
serious matters reported to top management and the board.

Internal Audit carries out reviews and internal control advisory activities aligned to the key
risks in the Group’s business. This provides independent assurance to the Audit and Risk
Committee on the adequacy and effectiveness of the risk management, financial reporting
processes, and internal control and compliance systems. In order to provide assurance to
the Board, each management member provides a written certification to the CEO confirming
the integrity of financial reporting, and the efficiency and effectiveness of the risk
management, internal control and compliance systems.

The Internal Auditor reports administratively to the CEO and functionally to the Audit
Committee of the BOD. The Internal Auditor is granted full, free and unrestricted access to
any and all of the Group’s records, physical properties, and personnel relevant to any
function under review. All employees are requested to assist Internal Auditor in fulfilling his
staff function. Internal Auditor has free and unrestricted access to the Chairman of the BOD,
and the Audit Committee.

During 2014, the scope of Internal Audit encompasses the examination and evaluation of the
adequacy and effectiveness of the organization's governance, risk management process,
system of internal control structure, and the quality of performance in carrying out assigned
responsibilities to achieve the organization's stated goals and objectives. It includes:
e Reviewing the reliability and integrity of financial and operating information and the
means used to identify, measure, classify, and report such information;
¢ Reviewing the systems established to ensure compliance with those policies, plans,
procedures, laws, and regulations which could have a significant impact on
operations and reports and whether the organization is in compliance;
e Reviewing the means of safeguarding assets and, as appropriate, verifying the
existence of such assets;
e Reviewing and appraising the economy and efficiency with which resources are
employed;
e Reviewing operations or programs to ascertain whether results are consistent with
established objectives and goals and whether the operations or programs are being
carried out as planned;
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¢ Reviewing specific operations at the request of the Audit Committee or management,
as appropriate; and

e Monitoring and evaluating the effectiveness of the organization's risk management
system.

Written reports were prepared and issued by the Internal Auditor following the conclusion of
each audit and distributed as appropriate. A copy of each audit report and a summarization
is forwarded to the CEO and the Chairman of the Audit Committee.

Rights of Shareholders

Corporate acts that require the approval of stockholders are brought before them during the
stockholders meeting and are put to vote according to the provisions of the Corporation
Code. The resolutions which need approval are indicated in the notice sent to the
stockholders prior to the meeting.

The stockholder’s has not been given any rights different from those provided by the
Corporation Code.

All shareholders were notified of the date and venue of the meeting and were given
materials as to the resolutions to be passed and other items in the agenda prior to the
meeting. Everyone was encouraged to ask questions before the Board during the meeting.

The company retains the services of Stock Transfer Service, Inc. for validation and
tabulation of votes during the stockholders’ meetings.

As provided under the corporation’s By-laws, a shareholder may vote by proxy which shall
be valid only for the meeting at which it has been presented to the Secretary. All proxies
must be in the hands of the Secretary before the time set for the meeting. Proxies filed with
the Secretary may be revoked by the shareholders either in an instrument in writing duly
presented and recorded with the Secretary, prior to a scheduled meeting or by their personal
presence at the meeting.

Notices for regular or special meetings of shareholders may be sent by the Secretary by
personal delivery or by mail at least 2 weeks prior to the date of the meeting to each
shareholder of record at his last known address. The notice shall state the place, date, and
hour of the meeting, and the purpose or purposes for which the meeting is called.

When the meeting or shareholders is adjourned to another time or place, it shall not be
necessary to give any notice of the adjourned meeting if the time and place to which the
meeting is adjourned are announced at the meeting at which the adjournment is taken. At
the reconvened meeting, any business may be transacted that might have been transacted
on the original date of the meeting.

Under the company’s By-laws all shareholders have the right to nominate candidates for the
Board.

Investor Relations Program

The Company is currently drafting its written policy regarding external and internal
communications. External communications are reviewed by the VP-Corporate
Communications and the President/CEO.

Company disclosures are submitted to the public through the PSE. Contact details like
telephone numbers and email address are provided to accommodate inquiries from
investors/stakeholders.
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Corporate Social Responsibility Initiatives

It is critical to our operations as a Group that the communities in which we operate sees us
and welcomes us as an invaluable contributor to and partner in the improvement of their
standard of living.

It is for this reason that every impacted community is integrated into then planning and
implementation process of the programs funded under the SDMP mandated by the Mining
Act of 1995 — whether it is the four host barangays for TMC, the eleven for RTN, or even the
Municipality of Tagana-an’s 13 neighboring barangays for HMC.

The integration comes in many forms. It begins with the conduct of focus group discussions
with the stakeholders — the local residents and the indigenous Peoples in their respective
communities — so that an initial list of possible projects can be drawn up following a better
understanding of the community’s needs. At the barangay level this process results in the
drawing up of the Barangay Development Plan.

Information and Education Campaigns (IECs) are conducted on a regular basis with the
communities providing a continuous process of dialogue that allows all parties to refine their
objectives and the projects hat are drawn up to meet those objectives.

Over and over, feedback is relayed to the communities for validation, so that at every step of
the way everyone is confident that the end-result would be projects funded out of SDMP or
CSR funds that meet real and pressing needs of the communities they are intended to
benefit.

Central to this interactive process are the Community relations (ComRel) associates of our
operating companies who are the front-liners and the principal link between the communities
and the companies. When ComRel associates are knowledgeable of their roles and are
equipped to do a good job, the process achieves what it is meant to achieve — an upliftment
of the lives in the target communities.

This is very evident in the SDMP as well as CSR projects that he various operating
companies undertake in their respective communities. These include infrastructure projects
— construction or repair of schools, churches, health centers and other public structures,
provision of basic utilities for the various communities including street lighting, water pump
installation or repair, and provision for toilets, as well as the extension of other services
needed by the communities such as sponsorship of medical missions.

These were the projects that the communities themselves had identified as their priorities,
and which had been cleared with the proper authorities, particularly the MGB for
implementation either under SDMP funding or CSR funding. And this process of community
integration into the planning and implementation process was a standard practice, whether
in Surigao or Palawan.

Recently, basketball tournaments featuring LGU-based teams were launched in Palawan
and Surigao, with the winning team winning a school building for its LGU. This was an effort
of our operating companies to reach out to communities beyond their impact barangays in
order to share some benefits for the community.

On another level, the Company is currently supporting the “I am PGH” fund drive, for the
benefit of the patients of the Philippine General Hospital.

Other initiatives are undertaken at the level of the Company’s operating subsidiaries, as a
mining company, the Company sees to it that its operating subsidiaries undertake projects
under their respective SDMP.
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Customer Safety and Welfare
Our Group continually strives to satisfy our customers’ expectations and concerns by giving
utmost attention to their safety and welfare which we address as follow:

e Ores are loaded onto the customers’ vessels when weather and sea conditions are
favorable and with close coordination with the vessel captain.

e Ore size and specifications are strictly complied which are necessary for the safe and
efficient operation of the customer processing facilities.

e Ore moisture is strictly monitored to comply with the customer and international
maritime standards of up to 35% moisture content.

e The company-owned LCTs and barges have been issued with certificates of sea
worthiness by the Marina and are being subjected to regular preventive maintenance
and dry docking.

e Customer’'s representatives in mine site are provided with required personal
protective equipment.

Employees
Health, Safety and Welfare

Health and safety are integral parts of our personnel policies. Our comprehensive safety
program is designed to minimize risks to health arising out of work activities and to assure
compliance with occupational health and safety standards and rules and regulations that
apply to our operations such as:

o We strictly require the utilization of protective equipment and safety devices.

e First aid and emergency equipment are installed strategically in our work areas.

e Safety in-house inspections are regularly conducted to identify hazards and unsafe
conditions or practices.

e Managers and supervisors regularly conduct safety briefings and meetings.

e Safety orientation training is also conducted for new employees and emergency
preparedness training and drills are conducted periodically.

e We have a rigorous system of investigating accidents and near-misses to understand
causes and implement corrective measures.

o We record and monitor lost time injuries, medically treated injuries, minor injuries and
non-injury incidents which include near-miss incidents, and property damage and
their frequency rates.

e We provide healthcare benefit to our employees and their dependents. Every year
employees are given medical and healthcare orientation and a booklet through our
health maintenance service provider. Our employees have their medical and physical
examination every year. Aside from that, they are given flu vaccination once a year.
In these ways, we make them aware of their health and medical condition.

We utilize the internet social media to publicize our activities, programs and projects in
relation to the health and welfare of the employees, their dependents including the nearby
communities of our mine sites.

Training and Development Programs

We have developed a training and development program for the employees based on the
training needs analysis conducted. Every year, we provide training and development
opportunities for all employees to enhance their knowledge, skills and competencies towards
the achievement of their individual performance targets, as well as their career goals. The
trainings cover a variety of aspects aimed at further enriching their technical competency, as
well as their intangible or “soft skills” that would help them to do their role more effectively.
All training activities are documented and included in the official newsletter/ magazine of the
operating companies. Aside from this, an internal report is prepared and submitted by
Human Resources after each training activity of the concerned departments.

-36 -



Supplier/Contractor

We promote fair dealings with our suppliers, creditors and other business partners. We
honor our commitments to agreements and timely payments of contracted obligations. We
explicitly disallows employees from any interest in or benefit from any supplier that could
reasonably be interpreted as inducing favoritism towards a particular supplier over others.

We also require our suppliers to undergo an accreditation process before they engage in

business with the Group. Among the criteria for accreditation are:
e Business longevity/legitimacy

- The supplier/contractor should already be an established, reputable company
and already existing for a number of years in the field of supply and rendering
services.

e Financial Stability

a) The supplier/contractor should be able to extend reasonable credit terms once
the volume of purchases reach a significant value.

b) The supplier/contractor must comply with some documentation requirements to
ensure legitimacy, legality and financial stability of their company.

e Product/Service Exclusivity (Dealership)

a) The supplier/contractor should be equipped with sufficient number of manpower
and required mobile equipment to sustain logistic services in terms of efficiency in
the delivery of their products.

b) The supplier/contractor should have a very strong and established program to
cater for the warranty of their products and after sales support.

e Product/Service Quality

a) The supplier/contractor should be equipped with adequate technical competence
to support all queries of their clients when the need arises.

b) The supplier/contractor should be able to maintain the quality of their services
during the pre-accreditation period for a specific duration for them to be qualified
for the final accreditation stage.

Registered ISO member

- Advantage but not necessarily a pre-requisite

The Group’s purchases, as a general rule, are made on the basis of competitive bidding of
accredited and qualified suppliers, in accordance with the aforementioned policy.

Creditors

Creditor’'s rights are defined in the purchase order or contract especially by payment,
warranty, penalty and others. We protect the rights of our creditors by publicly disclosing all
material information, such as earnings results and risk exposures relating to loan covenants.
Our disclosure controls and procedures also include periodic reports to our creditors such as
our latest certified Financial Statements, among others.

Environmentally-Friendly Value Chain (Fuel, oil and
lubricants/Plastic/Rubber/Steel/Hazardous Products)
Our business looks beyond lowest price and bottom line, and instead buys the best, safest
and most suitable products in accordance with our policy. We seek assurances that our
suppliers are also firms with an ethically sound CSR policy by ensuring that they have:
¢ Government-approved Environment Compliant Certificate
a) DENR
b) ECC
c) Local/Municipal Permits
e Accredited Treater/Transporter
a) Are technically-knowledgeable on Environmental Safety/Disposal Procedures
b) Complete line of machines/instruments/tools for material handling
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Sustainability Program

The nature of the mining industry requires a long-term view. Successful mining operations —
where success refers not only to the viability of the business venture but also to the
improvement in the lot of the people affected by the operations — are those that are
conducted with a commitment to sustainable development at their core.

A fundamental issue in sustainable development as it relates to the mining industry is the
issue of environmental protection. Part of our annual operations is the preparation of
AEPEPs — that is prepared by every operating company for submission to and review by
stakeholders at various levels up to the level of the MGB. The bottom line in the preparation,
approval, implementation and monitoring of our AEPEPs is the ultimate rehabilitation of
mined-out areas in a manner that allows the local communities to live sustainably beyond
the mine life.

The law provides for the funding needed to implement the AEPEP, based either on a
percentage of direct mining or milling costs. This fund, in aggregate, for our four operating
mines exceeds half a billion pesos, and allows us to fund our progressive mine rehabilitation
programs and other programs designed to limit, if not reverse, the disturbance our
operations inflict on the physical environment.

Our four operating mines together have planted over one million trees in an aggregate area
exceeding 1,000 hectares as part of the progressive mine rehabilitation efforts and our
commitment to the National Greening Program of the national government.

Another key element in sustainable development is the conduct of programs designed to
directly address social development issues — in education, health, housing — that impact the
local communities. Again the law provides for a percentage of direct mining and milling costs
as funds for the SDMP programs and our operations consistently commit at levels over and
above the mandate of the law.

To ensure continuity and maximize impact, programs in this area of our sustainable
development approach cover periods of five years, and are programs that have been
identified by the local communities themselves as responsive to their most pressing needs.
The implementations of these programs are constantly monitored by our ComRel
associates, with reports made to the MMTon a regular basis.

Necessarily, the welfare of our own associates is the third critical element of our approach to
sustainable development. The adoption and implementation of strict health and safety
measures guarantees very low frequencies of fatal- and non-fatal accidents and incident
rates per million man-hours worked. These are coupled with the provision of health benefits
to associates and their dependents that are extended without cost by the companies.

The Company issued its first Sustainability Report during the Annual Stockholders’ Meeting

last June 2014. The report features in detail the Company’s commitment to sustainable
development as operationalized by its subsidiaries.
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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 prepaation 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 responsibility 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,
selectingand applying appropriate accounting policies, and making accounting estimates that are
reasonable in the circumstances,

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

ManuelB. Zam _
Chairman of thefBoard

Gerard H. Bimo
President and Chief Executive Officer

S n—‘é]ﬁ'nmanuelL,Samqon_qj_ e R TR e e e e e e s s e oo e e e e
Senior Vice President/Chief Financial Officer

Signed this 24" day of March 2014




SGV SyCip Gorres Velayo & Co.  Tel: (832) 891 0307 BOA/PRC Reg. No. 0001,

6760 Ayala Avenue Fax: (632) 819 0872 December 28, 2012, valid unlit December 31, 2015
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INDEPENDENT AUDITORS’ REPORT

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

32nd Street, Bonifacio Global City

Taguig

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
comprehernsive income, statements of changes in equity and statements of cash flows for each of the
three yearsin the period ended December 31, 2013, and a summary of significant accounting policies
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 Jjudgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether dueto 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 i
order to design audit procedures that are appropriate in the circimstances, but not for the purpose of

expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of 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 their cash flows for each of the three years in the period ended
December 31, 2013 in accordance with Philippine Financial Reporting Standards.

SYCIP GORRES VELAYQ & CO.

Eleanore A.Layu

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

~1.C.T.D, S
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CONSOLIDATED STATEMENTS OF FINANCIAL POS T ¥
As at December 31, 2013 \_ R S )
(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) £10,234,336 B9 .263,451 P10,350,592
Trade and other receivables (Note 5) 839,449 937,860 1,156,293
Inventories (Note 6) 2,044,469 2,004,188 2,008,003
Available-forsale (AFS) financial assets (Note 7} 1,257,370 1,086,104 660,223
Prepaymentsand other curent assets (Note 8) 225,412 157,944 94,2384
Total Current Assets 14,601,036 13,449,547 14,269,395
Noncurrent Assets
AFS financid assets - net of current portion (Note 7) 1,181,568 1,041,934 907,597
Property andequipment (Note 9) 6,585,752 5,949,928 4,216,838
Investment properties (Note 10) 29,000 72,191 53,637
Investment in an associate (Note 11) 4,112,126 3,988,929 4,371,867
Long-term stickpile 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 noncunent 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 £28,913,528 R27,179,217 £26,402,898
LIABILITIES AND EQUITY
Current Liatilities :
Trade and other payables (Note 14) P928,113 B364,015 P1,238,101
Current portion of long-term debt (Note 15) 117,469 116,619 124,545
Income tax payable 263,381 295 095 275,169
Total Curren Liabilities 1,308,963 1,275,729 1,637,815
Noncurrent Liabilities
Long-term debt - net of current portion (Note 15) 1,421,128 1,422,670 1,643,508
Deferred income tax liabilities - net (Note 33) 486,228 550,451 585,625
Provision for nine 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 2,392,777 2,321,784 2,532,478
Equity Attributable to Equity Holders of the Parent
Capital stock (Note 17) 1,266,780 1,013,938 677,116
Additional paid-in capital 8,151,603 8,117,558 8,075,641
Other comporents of equity:
Net valudion gains on AFS financial assets
{Not: 7) 99,506 65,199 20,889
Cost t-plan-Note 18— 49;524¢ 5764 64,308
T -A&Sﬁt'remﬂﬂtion‘suf'IﬂUS, o m mmr e r— T Ceme e "33;629 i s R '."77'34;01'211—.'1:' mhTUmTTE ffff*:'34;395'.'__"_f“.‘ Thm LT
Share in mmulative translation adjustment ' '
(Note 11) - 140,201 (136,909) 118,251
Retained earnings:
Appropristed (Note 17) 1,000,000 - -
Unappropriated 9,748,905 9,725,164 8,883,432
o 20,496,148 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 P27,179,217 £26,402,898

See accompanying Notes fo Consolidated Financial Statements.
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NICKEL ASIA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

(Amountsin 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 P10,475,497 811,143,293 - 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 taxss and royalties (Note 23) 648,608 707,937 736,262
Marketing (Notes 36e and 36i) 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
FINANCEINCOME (Note 27) 166,753 235,040 208,436 |
FINANCEEXPENSES (Note 28) ' (128,298) (114,536) (66,615)
EQUITY IN NET LOSSES OF AN :
ASSO(CIATE (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 P2,586,436 3,120,300 P5,467,638
Net incomeatiributable to:
7—————~———-————Eqaayheldefs—ef%he-parent n,053-644——-P-2-297-§.49———~—93-534—’}82-~_-—~m
S Non-uonuoumg‘mtcl esty——————mr T .‘.._._4;332’76‘_ == ——_-_-—_t9ﬁ';090ﬁ--- === s
2,586,436 £3,120,300 FS 467 638
Earnings per share (EPS; Note 19) 3
Basic R0.82 £0.38 Bl.41
Diluted P£0.81 B0.88 £1.40

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

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Amountsin Thousands)

Years Ended December 31
_ 2012 2011
(As restated, . (As restated,
2013 Note 2) Note 2)
NET INCOME P2,586,436 83,120,300 P5,467,638
OTHER COMPREHENSIVE INCOME
(LOSY)
Other comyprehensive income (loss) to be
reclassified to consolidated statements of
incomein subsequent periods:
Share in translation adjustment of an
asswciate (Note 11) 307,900 (268,299) (2,401)
Incometax effect (30,790) 13,139 241
: 277,110 (255,160) (2,160)
Net vahation gains (loss) on AFS financial
assets (Note 7) 45,679 66,910 (23,756)
Incometax effect (Note 7) (15,636) {16,048) 7,371
_ 30,043 50,862 (16,385)
Net other csmprehensive income (loss) to be
reclassified to consolidated statements of -
incomein subsequent periods 307,153 (204,298) (18,545)
Other comprehensive income (loss) not to be
reclassified to consolidated statements of
incomein subsequent periods:
Remeasurement gain (loss) on pension
liability (Note 32) (149,686) 92,417 1,395
Incometax effect 44,906 (27,725) (418)
‘ (104,780) 64,692 977
Asset rivaluation surplus (547) (547 (547)
Incometax effect 164 164 164
(383) (383) (383)
Net other comprehensive income (loss) not to be
reclassified to consolidated statements of
incomein subsequent periods (105,163) 64,309 594
TOTAL OTHER COMPREHENSIVE _ '
INCOME (LOSS) - NET OF TAX 201,990 (139,989) (17,951
TOTAL COMPREHENSIVE '
INCOME - NET OF TAX P2,788,426 B2, 980 311 P5,449,687
_Total comprehensive income attributable to: T
 Equity bolders of the parent ~ —~ CP2.292,0647 7 P2,035,3447 7 R3520,2000
Non-cortrolling interests 496,362 944,967 1,929,487
$2,788,426 $2,980,311 P5,449,687

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

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in Thousands)

Years Ended December 31

(Forward)

A E Ao

2012 201t
(As restated, (As restated,
2013 Note 2) Note 2)
CASH FLOWS FROM OPERATING ACTIVITIES
Income befire income tax P3,710,651 £4,454,998 P7,153,653
Adjustment for:
Deprecittion, amortization and
depleton (Note 26) 1,262,651 981,883 733,821
Equity innet losses of an associate (Note 11) 184,703 114,639 196,185
Interest ncome (Note 27) (156,288) (226,414) (208,436)
Dividend income (Notes 7 and 29) (62,654) (192,720) (436,369)
Movemants in pension liability 49,841 34,451 35,651
Unrealizd foreign exchange losses
(gains) - 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 2,759 63,207
Accretion interest on provision for mine
.rehabfitation and decommissioning
{Notes16 and 28) 8,554 13,539 10,355
Loss (gan) on :
Sale ofinvestment properties (Note 29) (145,095) - -
Sales of property and equipment (Note 29) (82,005) 1,369 2,896
Valuation on AFS financial assets transferred
fromequity to statement of income - net
(Not:s 7,27 and 28) (7,308) (6,490) 18,316
Write-p of long-term stockpile
inventory (Note 29) S= - (573,090)
Casualty losses (Note 29) 2,785 - 239,459
Operating icome before working capital changes 4,856,164 5,201,709 7,256,983
Decrease (ircresse) in:
Trade and other receivables 88,383 219,027 (46,994)
Inventories 244,266 95,480 (450,008)
Other curent assets (66,947) (63,655) (41,461)
Increase (derease) in trade and other payables 73,959 (298,964) 276,229
Net cash gererated 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 2253818 208,436
Interest paid {40,001) (56,107) (42,721)
Nettashflows-fronToperating activities 4,120,922 4078964 $493,727
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitionsof: ‘
Property and equipment and investment _
properties (Notes 9 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



Years Ended December 31

2012 201
(As restated, (As restated,
2013 Note 2) Note 2)
Proceeds from: '
Sale of property and equipment P110,711 B5,115 P401
Dividends received 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 33,557 -
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 (Notes 17 and 30) (1,185,252) (1,673,452) (1,428,424)
Long-term debt (118,473) (123,371) (85,598)
Rehabilitition cost (Note 16) (10,149) ‘ — -
Net cash flows used in 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) 8,182
CASH AND CASH EQUIVALENTS AT END
OF YEAR (Note 4) P10,234,336 P9,263,451 R10,350,592

See accompaning Notes 1o Consolidated Financiai Statements,
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NICKEL ASIA CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amountsin Thousands, Except Number of Shares, Per S_hare Data and as Indicated) _

1.

Corporate Information

NickelAsia 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 extmt penmtted 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 mmerals

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 intreasury and new common shares of 171,508,818 with an offer price of 215.00 per share,
which i equivalent to £8.00 pcr share after the stock dividends (see Note 17).

Parent Company Ownership Map

NAC
(Parem Company)
1 | 1 | i |
Hinatuan Mining Cagdinnac Mining Taganito Mining r Rio Tuba Niﬂw? * Samar Nickd Cordillen Taganito HPAL
. Corporation Corporation Corporation Mining Corporation Mining Resourcex Exploraticn Cb., Inc. Nickel Corporation
(HMC) {CMC) {TMC) RT™) Corp. (SNMRC) {CExC {THNC)
(100} (100%) (65%) (60%) . (100%) 71,25%) 22.3%)
{ 133.33%
. 313% 13.33%
e ! | Futck Expine. ] (it
Rt (FED) J amy

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 wias registered with the SEC on July 25, 1997 1s aone hundred percent (l 00%) owned

subsidizry-ofthe-Compas

The registered office address of CMC is at 29th floor NAC Tower 32nd Strect, Bomfac:o Global
City, Taguig.

™C

TMC wrs 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.

RGBT AT
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RTN was registered with the SEC on July 15, 1965, is 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 RTN is at 29th floor NAC Tower 32nd Street, Bonifacio

Global City, Taguig.

FEr

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 inthe -
business of exploring, prospecting and operating mines and quarries of all kinds of ores and
minerals, metallic and non-metaltic. 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,

Bonifacio Global City, Taguig,

LCSLC

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

SNMRC

SNMRC was registered with the SEC on March 11, 2010, is a one hundred percent (100%) owned
subsidiiry of the Company and is primarily engaged in the exploration, mining and exporting of
mineralores. SNMRC has not yet started commercial operations. The registered office address of
SNMRC is at 29th floor NAC Tower 32nd Street, Bonifacio Global City, Taguig. '

CExCI

CExCI was registered with the SEC on October 19, 1994, is a seventy-one percent (71%) owned
subsidiwry 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
variousstages of exploration. It is currently not en gaged in any development or commercial
producton activities. The registered office address of CExCI is at 29th floor NAC Tower 32nd

Street, Bonifacio Global City, Taguig.

Executive Order (EO) 79

On July12, 2012, EO 79 was released to lay out the framework for the implementation of mining
reformsin the Philippines. The policy highlights several issues that includes ared of coverage of
mining,small-scalé mining, creation of a council, transparency and accountability and reconciling

4.

——L£0-79asne-major-impact-on-itscurrent-operations-sincethe-ope

L
coveredby existing Mineral Production Sharing Agreements (MPSA) with the government.
Section| 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 EQ could, however, delay or
adversely affect the conversion of the Group’s mineral properties covered by Exploration Permits
or Expleration 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. ‘

R




.3

On March 24, 2014, the Board of Directors (BOD) of the Parent Company approved the
amendnent of its Articles of Incorporation to reflect the change in its principal office address from
6th flor 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
stockhdlders in June 2014 (see Note 37). .

The comsolidated financial statements as at December 31, 2013 and 2012 and for each of the three
i years inthe period ended December 31, 2013 were authorized for issuance by the Parent
L Company’s BOD on March 24, 2014,

2. Basis of Preparation and Consolidation, Statemént of Compliance and Summary of
Signifitant Accounting Policies

Basis of Preparation
The comsolidated financial statements have been prepared on a historical cost basis, except for

AFS fimncial assets which are measured at fair value. The consolidated financial statements and
these netes are presented in Philippine peso, the Parent Company’s and its subsidiaries’ functional
currengy. All amounts are rounded to the nearest thousand (B000), except when otherwise
indicated.

The comolidated 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

r accounting policy, a retrospective restatement, or a reclassification of items in the consolidated

‘ financid statements. An additional consolidated statement of financial position as at

Januaryl, 2012 is presented in these consolidated financial statements due to retrospective
application of certain accounting policy as discussed below in changes in accounting policy and
discloswres.

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

Statement of Compliance
The comsolidated financial statements of the Group have been prepared in compliance with

Philippne Financial Reporting Standards (PFRS).

Basis ofConsolidation from January 1. 2010
The comsolidated financial statements include the Parent Company and the following subsidiaries

(collectively referred to as.the Group) and associate:

Principal Place Principal Effective Ownership
; of Busimess——Activities 2013 2012
Tt Tt Subsiduaries
HMC Philippines - Mining 100.00% 100.00%
CMC Philippines Mining 100.00% 100.00%
SNMRC Philippines Mining 100.00% 100.00%
LCSLC* Philippines Services 100.00% 100.00%
FEI* Philippines Mining 88.00% 88.00%
(Forward)

R mBm
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Principal Place Principal Effective Ownership

of Business Activities 2013 2012

CExCI Philippines Mining 71.25% 71.25%

 Mining and '
T™C _ Philippines Services 65.00% 65.00%
Mining and

RTN Philippines Services 60.00% 60.00%
Associate . _

THNC Philippines Manufacturing 22.50% 22.50%

*Direct md 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.

Subsidimries
Subsidiwries are entities over which the Parent Company has control.

Controlis achieved when the Parent Company is exposed, or has rights, to variable returns from
its involvement with the investee and has the ability to affect those returns through its power over
the invetee.

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

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

* Exposure, or rights, to variable returns from its involvement with the investes; and

* Theability 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, including; ,

¢ Thecontractual arangement with the other vote holders of the investee;

¢ Rigits arising from other contractual arrangements; and

* TheParent Company’s voting rights and potential voting rights.

The Parnt Company re-assesses whether or not it controls an investee if facts and circumstances

indicatethat there are changes to one or more of the three elements of control. Consolidation of a
subsidiay begins when the Parent Company obtains control over the subsidiary and ceases when
the Parent Company lose idi Asse iabilities, 1 e and expense :

thePar ! X the : ssefs, liabilitie: ne and e —

income from the date the Parent Corﬁpany gains control until the date the Parent Company ceases ‘

~ to control the subsidiary.

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

R ENE NG RR




NCI
NCI represents interest in a subsidiary that is not owned, directly or indirectly, by the Parent
Company.

T NCl represents the portion of profit or loss and the net assets not held by the Group. Transactions
L 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 liabilities of the subsidiary;
Derecognizes the carrying amount of any non-controlling interests;

Derecognizes the cumulative translation differences recorded in equity;

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
Reclassifies the Parent Company’s share of components previously recognized in the

‘ consolidated statement of comprehensive income to consolidated statement of income or

] retained earnings, as appropriate, as would be required if the Parent Company had directly
i ' 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 apphed on a prospective basis. The following
differences, however, are carried forward in certain instances from the previous basis of
consolidation:

* 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
ofincome, consolidated statement of comprehensive income, consolidated statement of
changes in equity and consolidated statement of financial position separately from 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.

* 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 ahligation to caver these
E : "
S ———t——pon-loss-of-control;the-Gr p-investmen

share of net asset value at the date control was lost.

r
{

[
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Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent with those of the previous financial year except for
the following amended PFRS, PAS, and Philippine Interpretations which were adopted as at
January 1, 2013.
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PIRS 7, Financial Instruments: Disclosures - Offsetting Financial Assets and Financial
Liagbilities (Amendments)
These amendments require an entity to disclose information about rights of set-off and related
arnngements (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 instruments
that are subject to an enforceable master netting arrangement or “similar agreement”,
irrspective 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 amounts of those 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;
c) 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;
i.  Amounts related to rccogmzed financial instruments that do not mect some or all
of the offsetting criteria in PAS 32; and
ii.  Amounts related to financial collateral (including cash collateral); and
€) The net amount after deducting the amounts in (d) from the amounts in (c) above.

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

PERS 10, Consolidated Financial Statemenis

The Group adopted PFRS 10 in the current year. PFRS 10 replaced the portion of PAS 27,
Cansolidated and Separate Financial Statements, that addressed the accounting for
comsolidated 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
intoduced 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.

PERS 11, Joint Arrangements
PERS 11 replaced PAS 31, Interests in Joint Ventures and SIC 13, Jointly Controlled
Eniities - Non-Monetary Contributions by Venturers. PFRS 11 removed the option to account

Torjomntly controlled entiies using proportionate consolidation. Instead, joinily controlted

enfities that méet the definition of a joint venture must be accounted for USINg the equity
method. The Group has assessed that the application of PFRS 11 has no impact on the
Grup’s financial position or performance.
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PIRS 12, Disclosure of Interests in Other Entities

PFRS 12 sets out the requirements for disclosures relating to an entity’s interests jn
swsidiaries, joint arrangements, associates and structured entities. The requirements in
PIRS 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 noncontrolling interests, there are no
unconsolidated structured entities. PFRS 12 disclosures are provided in Note 30. .

PIRS 13, Fair Value Measurement

PIRS 13 establishes a single source of guidance under PFRSs for all fair value measurements.
PIRS 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.

Asa result of the guidance in PFRS 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 PFRS 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
valies were determined.

PAS 1, Presentation of Financial Statements - Presentation of Items of Other Comprehensive
Income or OCI (Amendments)

The amendments to PAS 1 introduced a grouping of items presented in OCL, Ttems that will
bereclassified {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
madification of the presentation of items of OCI on the consolidated statements of
comprehensive income.

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 classifications and rewordings. The revised standard also requires new disclosures
such as, among others:

a) asensitivity analysis for each significant actuarial assumption;

b) information on asset-liability matching strategies;

c) duration of the defined benefit obligation; and

d) disaggregation of plan assets by nature and risk.

Fordehined benetit plans, the Revised PAS 1Y requires all actuarial gains and losses to be

recognized 1n OCI and unvested past SeTvICE COSES previously recognized over ihe average

- vesting period to be recognized immediately in the consolidated statement of income when

incurred.

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 period 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
allactuarial gains and losses in OCI and all past service costs in the consolidated statement of
income in the period they occur,

- The Revised PAS 19 replaced the interest cost and expected return on plan assets with the

concept of net interest on defined benefit liability or asset which is calculated by multiplying
the net balance sheet defined benefit liability or asset by the discount rate used to measure the
employee 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. '

Inaddition, 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.

Clhanges 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
onthe consolidated ﬁnancial statements are as follows:

~ As at December 31, 2013
Under previous Increase Under revised
PAS 19 (decrease) PAS 19
Cansolidated statements of financial
position: :

Pension liability P135,028 P144,047 P279,075
Deferred income 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

As at December 31, 2012, as restated

As previously Increase
reported (decrease) As restated
Consolidated statements of financial A

.- position:
: Pension asset under ~Uwher -
' NONCUITENt assets. — 38,500 F18,420 556,980

Deferred income tax assets 351,177 13,720 364,897
i Pension liability 90,797 45,735 136,532
5 Deferred income tax liabilities 544,925 5,526 550,451

Retained earnings attributable to: _ ‘ '
{ Equity holders of the parent 9,737,447 (12,283) 9,725,164
H Non-controlling interests 4,712,116 (6,838) 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 “QOther
noncumrent assets” .
(Pension liability) 83,873 (B33,582) (829,709)
Deferred income tax assets 486,124 15,727 501,851
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 year
ended ended ended
December 31, December 31, December 31,
2013 2012 . 2011
Consolidated statements of income:
Increase (decrease)
Net pension costs ®3,619) P33,727 #@2,973)
Provision for income tax 1,086 (10,118) 8§92
~Net income attributable to;
Equity holders of the parent 1,588 (14,106) 1,308
Non-controlling interests 945 (9,503) 713
Consolidated staternents 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 (loss) attributable to:
Equity holders of the parent (57,875) 25,261 2,969
Non-controlling interests 31,191 15,822 89

Thenet effect of all transitions adjustments are closed to retained eamings on the transition
dat:. The Revised PAS 19 has been applied retrospectively from January 1, 2012, in

accordance with 1 transitional provisions. Consequently, the Group has resated s reported

results throughout the comparative pezwmw

Jamary 1, 2012 as adjustment to opening balances.

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

AU R




-10.-

Change of Presentation _

Upon adoption of the Revised PAS 19, the presentation of the consolidated statement of
intome 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-
tem net defined benefits pension liability (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 Statemenis (as revised in 2011)

Asa consequence of the issuance of the new PFRS 10, Consolidated Financial Statements,
and PFRS 12, Disclosure of Interests in Other Entities, what remains of PAS 27 is limited to
actounting for subsidiaries, jointly controlled entities, and associates in the separate financial
stdements. The adoption of the amended PAS 27 did not have a significant impact on the
separate financial statements of the entities in the Group.

PAS 28, Investments in Associates and Joint Ventures (as revised in 2011)

Asa consequence of the issuance of the new PFRS 11, Joint Arrangements, and PFRS 12,
Diclosure 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.

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 mining activity during the production phase of the mine (“production stripping costs™).
If he 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 is a part.

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

PERS 1, First-time Adoption of PFRS - Borrowing Costs

The amendment clarifies that, upon adoption of PFRS, an entity that capitalized borrowing
costs in 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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PAS 1, Presentation of Financial Statemenis - Clarification of the Requirements for
Comparative Information

These amendments clarify the reqmremcnts for oomparat:ve information that are disclosed
volntarily 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 include comparative information in the related notes to the financial statements

- when it voluntarily provides comparative information beyond the minimum required

comparative period. The additional comparative period does not need to contain a complete
setof financial statements. On the other hand, supporting notes for the third balance sheet
(midatory when there is a retrospective application of an accounting policy, or retrospective
resatement or reclassification of items in the financial statements) are not required. As a
resilt, the Group has not included complete comparative information in respect of the opening
conolidated 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.

PAS 16, Property, Plant and Equipment - Classification of Servicing Equipment
Theamendment 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,
plart and equipment and should be recognized as inventory if otherwise. The amendment has
nosignificant impact on the Group’s financial position or performance.

PAS 32, Financial Instruments: Presentation - Tax Effect of Distribution to Holders of Equity
Insruments

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

PAS 34, Interim Financial Reporting - Interim Financial Reporting and Segment Information
JorTotal Assets and Liabilities

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

New Accounting Standards, Interpretations and Amendments Effecnve Subsequent to

December 31, 2013

The Gmup will adopt the following standards and interpretations enumerated below when these
becomeeffective. 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 15 consolidated

financil statements.

PAS 36, Impairment of Assets - Recoverable Amount 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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anntal periods begmmng on or after January 1, 2014 with earlier application penmtted
S provided PFRS 13 is also applied. The amendments affect disclosures only and have no
b impact on the Group’s financial position or performance.

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

P These amendments are effective for annual periods beginning on or after January 1, 2014.

o They provide an exception to the consolidation requirement for entities that meet the

L defnition 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
o notexpected 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
paynent, 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
antisipated before the specified minimum threshold is reached. IFRIC 21 is effective for
anmal periods beginning on or after January 1, 2014, The Group does not expect that
IFRIC 21 will have material financial impact in future consolidated financial statements.

- ‘..-) e PAS 39, Financial Instruments: Recognition and Measurement - Novation oj Derivatives and
' Continuation of Hedge Accounting (Amendments)
Thee 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.

o PAS 19, Employee Benefits - Defined Benefit Plans: Employee Contributions (Amendments)
Theamendments apply to contributions from employees or third parties to defined benefit
plars. Contributions that are set out in the formal terms of the plan shall be accounted for as
redictions to current service costs if they are linked to service or as part of the
rereasurements of the net defined benefit asset or liability if they are not linked to service.
Cortributions 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.

o PAS 32, Financial Instruments.; Presentation - Offsetting Financial Assets and Financial
Liabilities (Amendments)
Theamendments clarify the meaning of “currently has a legally enforceable right to set-off”
andalso clarify the application of the PAS 32 offsetting criteria to settlement systems (such as
ceniral clearing house systems) which apply gross settlement mechanisms that are not
sinmltaneous. The amendments affect presentation only and have no impacton the Group’s
. finmncial 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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Annual Improvements to PFRSs (2010-2012 cycle)
The annual improvements to PFRSs (2010-2012 cycle) contain non-urgent but necessary
amendments to the following standards:

» PERS 2, Share-based Payment - Definition of Vesting Condition ‘
The amendment revised the definitions of vesting condition and market condition and added
thedefinitions 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.

® PERS 3, Business Combinations - Accounting for Contingent Consideration in a Business
Combination ‘
The amendment clarifies that a contingent consideration that meets the definition of a financial
instrument should be classified as a financial liability or as equity in accordance with PAS 32.
Contingent consideration that is 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 is not yet adopted).

The amendment shall be prospectively applied to business combinations for which the
acquisition date is on or after July 1, 2014. The Group shall consider this amendment for
future business combinations.

» PERS 8, Operating Segments - Aggregation of Operating Segments and Reconciliation of the
Tolal 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
or performance,

» PFRS 13, Fair Value Measurement - Short-term Receivables and Payables
The amendment clarifies that short-term receivables and payables with no stated interest rates
canbe held at invoice amounts when the effect of discounting is immaterial. The Group does
notexpect that the amendment will have material financial impact in future consolidated
financial statements,

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

Accumulated Dépreciation

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 shali

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
camrying amount of the asset after taking into account any accumulated impairment losses.

b) The accumulated depreciation is eliminated against the gross carrying amount of the asset.
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Theamendment 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
thedate of initial application of this amendment and in the immediately preceding annual
perod. The amendment has no material impact on the Group’s financial position or
perormance.

PAS 24, Related Party Disclosures - Key Management Personnel

Theamendments clarify that an entity is a related party of the reporting entity if the said
entty, 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
ammdments also clarify that a reporting entity that obtains management personnel services
from 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
serices provided by a separate management entity. The amendments are effective for annual
perods beginning on or after July 1, 2014 and are applied retrospectively. The amendments
may affect disclosures only and have no impact on the Group’s financial position or
performance.

PAS 38, Intangible Assets - Revaluation Method - Proportionate Restatement of Accumulated

Amortization

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

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

folbwing ways:

a) The gross carrymg amount is ad_justed 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
carrying amount of the asset after taking into account any accumulated impairment losses.

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

The amendments also clarify that the amount of the adjustment of the accumulated
amertization should form part of the increase or decrease in the carrying amount accounted for
in xcordance 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
fintncial position or performance.

Annuallmprovements to PFRSs (20f 1-2013 cycle}
The ansual improvements to PFRSs (2011-2013 cycle) contain non-urgent but necessary

amendnents to the following standards:

PFRS 1, First-time Adoption of PFRS - Meaning of “Effective PFRSs”

The amendment clarifies that an entity may choose to apply either a current standard or a new.
standard that is not yet mandatory, but that permits early application, provided either standard
is 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
PFRS.
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PERS 3, Business Combinations - Scope Exceptions for Joint Arrangements

The amendment clarifies that PFRS 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.

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 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.

PAS 40, Investment Property

The amendment clarifies the interrelationship between PFRS 3 and PAS 40 when classifying
preperty 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.

PFRS 9, Financial Instruments :

PEFRS 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.” Work on the second phase, which relate to impairment of financial
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
is 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
aresolely payments of principal and interest on the principal outstanding. All other debt
instuments are subsequently measured at FVPL. All equity financial assets are measured at
fair value either through OCI or profit or loss. Equity financial assets held for trading must be
messured at FVPL. For FVO liabilities designated as at FVPL using the FVO, the amount of
change in the fair value of a liability that is attributable to changes in credit risk must be.
presented in OCL. 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
theliability’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 PF’ES 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 liabilities.

Onhedge 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
seprately identifiable and reliably measurable; and allowing the time value of an option, 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,

PERS 9 currently has no mandatory effective 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 IFRIC 15, Agreements 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
conpletion. 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 Financial
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
evauation of the requirements of the final Revenue standard against the practices of the
Philippine real estate industry is completed. The amendment has no impact on the Group’s
financial position or performance.

Summay of Significant Accounting Policies

Presentition of Financial Statements

The Group has elected to present all items of recognized income and expense in two statements: a
statement displaying components of profit or loss (consolidated statement of income) and a second
statement beginning with profit or loss and displaying components of OCI {consolidated statement
of comyprehensive income).

Forelgg Currency Transactions
The comsolidated financial statements are presented in Phlllppme peso, which is 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 is also the
Philippine peso. Transactions in foreign currencies are initially recorded in Philippine peso at the

rate prevailing at the dafe of mmﬁmﬂmmme it

foreign currencies are translaied at TUNctional CUITENCy Tale 01 eXCHATIEe TaTig al eactt end of thie—————————
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 initial 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 position of an
associate (whose functional currency is other than the Philippine peso) is 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 is translated at the monthly average
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exchange rates for the year. The exchange differences arising on the translation is recognized in
OCI. Upon disposal of such associate, the component of OCI relating to that particular foreign
operation will be recognized inl the consolidated statement of income. =~

Cash and Cash Equivalents

Cash includes cash on hand and with banks. Cash equivalents pertain to short-term cash
investments that are made for \I/arying 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.

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 co!hvent_ion in the marketplace (regular way trades) are recognized on
the trade date (i.c., 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 finincial instruments are recognized initially at fair value. Directly attributable transaction
costs are included in the initial measurement of all financial instruments, except for financial
instruments measured at FVPL!

Financial Assets

Financial assets within the scope of PAS 39 are classified in the following categories: financial
assets &t FVPL, loans and receivables, held-to-maturity (HTM) investments, AFS financial assets,
or as derivatives designated as hedging instruments in an effective hedge, as appropriate. The
classification depends on the purpose for which the investments were acquired and whether they
are quoted in an active market. |

The Giuup’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,

Finaricial Liabilities

- Also under PAS 39 fin
ﬁ A1) . . - 1tie [} H |

appropriate.

Financiil instruments are classified as liabilities or equity in accordance with the substance of the
contracual arrangement. Interest, dividends, gains and losses relating to a financial instrument or
a component that is a financial liability, are reported as expense or income. Distributions to
holdersof 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
effectivs hedge as at December 31, 2013 and 2012. :
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Fair Value Measurement

The Group measures financial instruments, such as AFS financial 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
transfera 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
transferthe liability takes place either:

¢ in the principal market for the asset or Hability; or .

* in the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to the Group. The fair value of
an assetor a liability is measured using the assumptions that market participants would use when
pricingthe 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 relevantobservable
inputs and minimizing the use of unobservable inputs.

All assets 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-levet

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

* Lewl!1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities;

* Lewl 2 - Valuation techniques for which the lowest-level input that is significant to the fair
valie measurement is directly or indirectly observable; and

¢ Lewl 3 - Valuation techniques for which the lowest-level input that is significant to the fair
valie measurement is unobservable.

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

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

For financial instruments where there is nio 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

) L] Dk 0 L] L] dl d eAl1U SRS UL UIC dS U dU y dill Ll V Ul LINE
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“Value herarchy as explained 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 intention of immediate or
short-tem 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 is 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 if maturity is within twelve (12) months from
the end of the reporting period or within the Group’s normal operating cycle, 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 instrument
which are included under “Other noncurrent assets” in the consolidated statement of financial
position(see Notes 4, 5 and 13).

AFS Financial Assets
AFS financial assets are those which are designated as such or do not qualify to be classified or
designated at FVPL, HTM investments or loans and receivables.

Financid assets may be designated at initial recognition as AFS financial 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, AFS financial assets are measured at fair value. The effective yield
component of AFS debt instruments, as well as the impact of restatement on foreign
currency-denominated AFS debt securities, is reported in the consolidated statement of income
under “Finance income™ or “Finance expenses”. The unrealized gams and losses arising from the
fair valuation of AFS financial assets are excluded from reported cammgs 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 fimncial assets are included in current assets if it is expected to be realized or disposed of
within twelve (12) months from the end of the reporting period. Otherwise, these are ¢classified as
noncurrent assets,

When the security is disposed of, the cumulative gain or loss previously recognized in equity is

recogmmmmmm-memmﬁmm—wmmmmm{ 1)

TVESUTENt 11 the SAIE Securlly, s are deened 1o be disposed Of Ofl @ HTSt-01, NTSt-Out BasTs,
Interestearned 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 in the consolidated statement of income.

The Group’s investments 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
designited 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 iiitial recognition, other financial liabilities are subsequently measured at amortized cost
using tie EIR method. Gains and losses are recognized in the Group’s statement of income when
the liabilities 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 settement. The EIR amortization is included under “Finance expenses” in the consolidated
statement of income,

This acounting 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

Financil 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 essets and liabilities are presented at gross amounts in the consolidated statement of
financisl 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 is impaired. A financial assetor a group of
financidl assets is deemed to be impaired if, and only if, there is objective evidence of impairment
as a resilt 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 future cash flows of the
financial-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
signifiant financial difficulty, default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial reorganization and where observable
data indicate that there is a measurable decrease in the estimated future cash flows, such as
changesin arrears or economic conditions that correlate with defaults.

Loans ad Receivables
For financial assets carried at amortized cost, the Group first assesses individually whether
objective evidenge of impairment exists individually for financial assets that are individually

Sigmificant, or-Collectively Yor Tinancial assets hat are not individually significat, Te Group
determines that o Objective evidence ol ImpaiTent exists for an MAividually asessed Tnancial
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

individwlly assessed for impairment and for which an impairment loss is, or continues to be,

recognited 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 preserit value of estimated
future cish flows (excluding future expected credit losses that have not yet been incurred). The
present value of the estimated future cash flows is 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 EIR.

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 is recognized in the consolidated statement of income. Loans, together with the associated
allowance, are written off when there is no realistic prospect of future recovery and all collateral

has been realized or has been transferred to the Group.

If, in asubsequent 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
reversel. 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 atthe reversal date. :

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

In the case of equity investments classified 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.

Impaiment losses on equity investments are not reversed through the consolidated statement of
income while increases in fair value after impairment are recognized directly in 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 accrued based on the reduced carrying amount of the asset,

Using e rate of mierest used to discourt e tamre cash flows forthe purpose of measuring the——————

impalrment 10ss. lm Of "Finaiice icome =i the consotigated

statement of income. If, in the subsequent year, the fair value of a debt instrument increases and
the inczease 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 corsolidated 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 is measured as the
difference between the asset’s carrying amount and the present value of estimated future cash
flows discounted at the current market rate of return for a similar financial asset. Objective
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evidente of impairment includes, but is not limited to, significant financial difficulty of the issuer
or obligor and it becoming probable that the borrower will enter bankruptcy or other financial
reorganization. ‘

Derecognition of Financial Instruments

Financial Assets

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

financil assets) is derecognized when:

» therights to receive cash flows from the asset have expired;

» theGroup 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 2 “pass-through” arrangement;
or

¢ theGroup has transferred its rights to receive cash flows from the asset and either: (2) has
trassferred substantially all the risks and rewards of the asset; or (b) has neither transferred nor
retiined substantially all the risks and rewards of the asset, but has transferred control of the
asstt.

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 is recognized tothe extent of the
Group's continuing involvement in the asset. Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at the lower of the original carrying amount of the
asset ard 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
associaied liability are measured on a basis that reflects the rights and obligations that the Group
has retained.

Financial Liabilities
A finarcial liability is derecognized when the obligation under the liability is discharged,
cancelled or has expired.

Where wn existing financial liability is replaced by another from the same lender on substantially
differert terms, or the terms of an existing liability are substantially modified, such an exchange or
modifiction is treated as a derecognition of the original liability and the recognition of a new
liability, 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
transfered 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 limestone ore exceeding a determined cut-off grade and

movingaverage method for materials and supplies. NRV of beneficiated nickel silicate and
limestone ore inventories 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 Inventory
0 The losg-term stockpile inventory of RTN is 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
controling interest in RTN in August 2006. The fair value was determined using the present

o value o the estimated cash flows, which RTN will derive from the sale of this inventory to CBNC
P under its Nickel Ore Supply Agreement with CBNC (see Note 31a). After initialrecognition, the
o long-tem stockpile inventory is subsequently charged to cost of sales based on actizal tons
deliverd to CBNC. NRYV of long-term inventory stockpile is the estimated selling price in the
ordinayy course of business less the estimated costs necessary to make the sale.

Other Current Assets

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

Property and Equipment

Exceptfor 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 equ:pment 5
Buildings and improvements 5-25

Miningproperties and development costs include the capitalized cost of mine rehabilitation and
decomnissioning and other development cost necessary to prepare the area for operations.
Depletion of mining properties and development costs is calculated using the unit-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
methodover the estimated useful life of the asset of twenty years (20) to twenty-five (25) years.

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

for use.

Depreciation and amortization of property and equipment begins when it becomes available for

'! use, 1.6, when 1t s 1 the Tocation ancl condifiGh neces or1 , imgimthe
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P
that theitem is classified as held for sale (or included in the disposal group that is classified as
held for sale) in accordance with PFRS 5, Noncurrent Assets Held for Sale and Discontinued
Operations, and the date the item is derecognized.

| The assets’ estimated recoverable reserves, residual values, useful lives and depreciation,
{_. amortization and depletion methods are reviewed periodically to ensure that the estimated
recovenble 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
n:portmg period.
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The carying values ‘of property and equipment are reviewed for impairment when events or
changes in 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 is derecognized.

When ¢ach 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 RTN
in August 2006, relates to the land, machinery and equipment, and building improvements, The
relatedand 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 partof the cost of the asset. The capitalization of the borrowing cost as part of the cost of the
asset: (3) 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 is
incurred if the recognition criteria are met and excludes the costs of day-to-day servicing of an
investrrent property. Subsequent to initial recognition, investment property is carried at cost less
accumtulated 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 year of retirement or
disposal.

Ayrre accmﬁmmmmm—mmmmm
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transfered and they do not change the cost of that property for measurement or dlSClOSUTe
purposes.

Investment in an Associate

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 contro over those policies. The Group’s investment in an
associate is 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
associtte. Any change in OCI of the investee is presented as part of the Group’s OCI. In addition,
when there has been a change recognized directly in the equity of the associate, the Group
recogrizes 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
associte 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 is 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 financial 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 beyond twelve (12) months from the end of the reporting period.

Deferred Mine Exploration Costs and Mining Rights

Expenditures for the acquisition of property rights are capitalized. Expenditures for mine
explorition 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 to 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. If no mineable ore body is discovered, capitalized acquisition costs are expensed in the
periodin which it is 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 agamst earnings as incurred. Major
developmcnt expenditures incurred to expose the ore, increase production or extend the life of an
existing mine are capitalized.

Imgﬁirment 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 inventories and long-term stockpile exceeds its NRV, the asset is written

1
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impairment 1S INCUITE € case when of the inventories and Jong-terin StoCKpile
increased subsequently, the NRV will increase carrying amounts of inventories but only to the
extent of their original acquisition costs.

Propeny and Equipment, Investment Propemes Nonfinancial Other Current Assets and O.rher
Noncurrent Assets

Assets are reviewed for impairment whenever events or chan ges in circumstances indicate that the .
carrying amount of an asset may not be recoverable. If any 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 is 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 is written down to its recoverable amount. In assessingvalue 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 is recorded in profit or loss. However, the increased carrying amount of an asset due to a
recovery of an impairment loss is 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 is recognized in the consolidated statement of income.

Deferred Mine Exploranan 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
forward prov1ded that at least one of the followmg conditions is met:

. exploration and evaluatlon act]vmes in the area of interest have not yet reached a stage which
pernits 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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Provis imns

Generd

Provisims are recogmzed when the Group has a present obligation (legal or constructwe) asa
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 is 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.

Provision 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 theserestoration 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 liability is increased
for the change in present value based on the discount rates that reflect current market assessments
and therisks specific to the liability.

The periodic unwinding of the discount is recognized in the consolidated statement of income as
“Finance expenses™”. Additiona! 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 liability that exceeds the carrying
amountof the corresponding rehabilitation asset is recognized immediately in the consolidated
statemnent of income. For closed sites, changes to estimated costs are recognized immediately in
the comsolidated statement of income,

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

OCl

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

Commun shares are classified as equily.

Preferred shares are classified as equity if 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. Prefemred 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 in equity as

a deduction from proceeds. The excess of proceeds from issuance of shares over the par value of
shares are credited to additional paid-in capital. :
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Retained Earnings - ‘ L ‘
Retained earnings represent the cumulative balance of periodic 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
employees render services as consideration for equity instruments (equity-settied transactions).

The cast 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.

Wherethe terms of an equity-settled transaction award are modified, the minimum expense
recognized is the expense as if the terms had not been modified, if the original terms of the award
are mel. An additional expense is recognized for any modification that increases the total fair
value of the share-based payment transaction, or is otherwise beneficial to the employee as
measured at the date of modification.

Wherean equity-settled award is cancelled, it is treated as if it vested on the date of cancellation,
and any expense not yet recognized for the award is recognized immediately. However, if a new
award is 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
holdersof 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 attributable to ordinary equity
holdersof 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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Reveme Recognition ,
7 Reverue is recognized to the extent that it is probable that the economic benefits will flow to the

Groupand 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

Reverue is recognized when the significant risks and rewards of ownership of the goods have
passedto the buyer, which in the case of deliveries other than to CBNC, coincides with the
loading of the ores into the buyer’s vessel. In the 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
custoners. Where the assay tests are not yet available as at the end of the reporting period, the
Groupaccrues 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
materils handling fees. Contract fee is recognized by reference to the stage of completion of the
y 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 canying amount of the financial asset).

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

Rental
Revente is recognized based on a straight-line basis over the term of the lease agreement.

Despatch
Despath pertains to the income eared when the shipment is loaded within the allowable laytime
Revenie is recognized when shipment loading is completed within the allowable laytime.

Cost-and Expenses Recognition

Cost and expenses are decreases in economic benefits during the reporting period in the form of
outflovs or decrease of assets or incurrence of liabilities that result in decrease in equity, other

: than those relating to distributions to equity participants. Cost and expenses, finance expenses and
i other charges are recognized in the consolidated statement of income in the pen& these are

incurred.

Cost ofSales.
Cost ofsales is incurred in the normal course of business and is recognized when incurred. They

comprise mainly of cost of goods sold, which are provided in the period when goods are delivered.

Cost of Services
Cost ofservices 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 arrngement and requires an assessment of whcther the fulfillment of the arrangement is

dependent on the use of a specific asset or assets and the arrangement conveys a right to use the

asset, A reassessment is made after inception of the lease only if one of the following applies:

a) there is a change in contractual terms, other than a renewal or extension of the
arnngement;

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

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

d) there is 2 substantial change to the asset.

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

Groupas a Lessee

Leases where the lessor retains 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.

Groupas a Lessor

Leaseswhere 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 fo the carrying amount of the leased asset and recognized over the lease temm on the same
basis asrental income,

Pension Costs

The netdefined 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 conibutions to the plan.

. The cost of providing benefits under the defined benefit plans is actuarially determined using the
projected unit credit method. This method reflects service rendered by employees to the date of
valuatiyn and incorporates assumptions concerning the employees’ projected salaries.

Defined benefit costs comprise the following:

e Service cost _

o Netinterest on the net defined benefit liability or asset
* Remeasurements of net defined benefit liability or asset
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Servicz costs which include current service costs, past service costs and gains or losses on non-
o routinesettlements are recognized as “Pension costs” under “Personnel costs” in the consolidated
i statement of income. Past service costs are recognized when plan amendment or curtailment
occurs. These amounts are calculated periodically by independent qualified actuaries.

Net inkrest 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 is determined by
applying the discount rate based on government bonds to the net defined benefit liabitity or asset.
Net intrest on the net defined benefit liability or asset is recognized as “Interest expense” under
“Finame expenses” in the consolidated statement of income.

Remeaurements 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
1mmed:ately in the consolidated statement of comprehensive income in the penod in which they
arise. Remeasurements are not reclassified to consolidated statement of income in subsequent
periods. Remeasurements recognized in the consolidated statement of comprehenswe income
after the initial adoption of Revised PAS 19 are closed to retained earnings.

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
vy directlyto the Group. Fair value of plan assets is based on market price information. When no
' marketprice 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
maturily 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
presentvalue of the defined benefit obligation, the measurement of the resulting defined benefit
asset islimited to the present value of economic benefits available in the form ofrefunds from the
plan orreductions in future contributions to the plan,

The Gnup’s right to be reimbursed of some or all of the expenditure required to settle a defined
benefitobligation is recognized as a separate asset at fair value when and only when
reimbusement is virtually certain.

IncomeTaxes
L Current Income Tax
o Currentincome tax assets and liabilities for the current and prior periods are measured at the
b amountexpected 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 subsumtlvely
enactedat the end of the reportmg period,

- mm 1T The consolidated Saterert of IHCW

perioditally 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.
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Deferred income tax liabilities are recognized for all taxable temporary differences, except:

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

* in rspect 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 controiled and it is 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

taxableincome will be available against which the deductible temporary differences, and the

carryforward benefits of unused tax credits and unused tax losses can be utilized except:

®  where the deferred income tax asset relating to the deductible temporary difference arisés from
theinitial 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

* in rspect 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
andtaxable profit will be available against which the temporary differences can be utilized.

The canying amount of deferred income tax asséts 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
deferred 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 tobe recovered.

Deferrel income tax assets and liabilities arc measured at the tax rates that are expected to apply
to the year when the asset is realized or the liability is settled, based on income tax rates (and
incometax 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 invesiments 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
controlied and it is 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.

Deferrel income tax assets and deferred income tax liabilities are offset, if a leg'allyAenforceable
right exists to set off current tax assets against current tax liabilities and the deferred income taxes
relate tothe same taxable entity and the same taxation authority. :
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Business Segments
For management purposes, the Group is organized into operatmg 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
miningsegment. All of the segments operate and generate revenue only in the Philippines.
Financial information on business segments is 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 is probable.

Events after the End of the Reporting Period

Post year-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.

Significant Accounting Judgments, Estimates and Assumptions

The consolidated financial statements prepared in accordance with PFRS 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 reflected 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 outcome 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: ,

Determmmg Functtonal Currency
Based on the economic substance of the underlying circumstances relevant to the Parent

Company, the functional currency of the rfarent Company has been defermined to be the

Philippine pesc. Each subsidiary 1n the Group also determines 1ts own funchonal 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 is the currency that mainly influences the costs and expenses, in which
funds from financing activities are generated, and in which receipts from operating activities are
generally retained.
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Classifying Financial Instrumnents

The Group classifies a financial instrument, or its component parts, on initial recognition as a
financial asset, a financia! liability or an equity instrument in accordance with the substance of the
contracnal 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 Commitments - 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 Commitments - 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 retains all the significant risks and rewards of ownership
of the siid properties which are being leased out on operating lease.

Assessing Production Start 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 wnique nature of each mine development project. The Group considers various relevant
criteriato assess when the mine is substantially complete, ready for its intended use and moves
into theproduction phase. Some of the criteria include, but are not limited to the following:

¢ thelevel of capital expenditure compared to construction cost estimates;

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

¢ ability to produce ore in saleable form; and

+ ability to sustain ongoing production of ore,

When e 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. Factorssuch as the
Group’s length of relationship with the customers, the customer’s current credit status, probability
of insolvency and significant financial difficulties of customers are considered to ascertain the
amountof allowances that will be recorded in the receivables account. These allowances are re-
evaluated and adjusted as additional information is received. '

(MRS AT



-35-

In addition to specific allowance against individually significant loans and receivables, the Group
also makes a collective impairment allowance against exposures which, although not specifically
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 lndustry, as well as identified structural weaknesses or
deteriontion in cash ﬂows

The carying values of trade and other receivables amounted to £839.4 million and #937.9 million
as at December 31, 2013 and 2012, respectively (net of allowance for impairment losses of
£38.9 nillion and £43.7 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 in 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 in the future in ways that affect the
quality and quantity of the reserves. The Group reviews and updates estimates as required, but at
least amually, to reflect actual production, new exploration data or developments and changes in
other assumptions or parameters. These estimates will change from time to time to reflect mining
activities, analyses of new engineering and geological data, changes in ore reserve and mineral
resoures holdings, modifications 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
revenucs, 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 NRV.

Long-term stockpile inventory - net of current portion amounted to £981.5 milhion and

£1,266.0 million as at December 31, 2013 and 2012, respectively (see Note 12).

Estimating Allowance for Impairment 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. NRYV tests are performed at least annually and
represent the estimated future sales price of the product based on prevailing spotmetals prices at
the endof 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 contained nickel ore ounces based on assay data. Stockpile tonnages
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are verified by periodic surveys. NRV test for materials and supplies is also performed annually
and it represents the current replacement cost. Increase in the NRV of inventories will increase
the costof inventories but only to the extent of their original production costs.

As af December 31, 2013 and 2012, inventories carried at lower of cost or NRV amounted to
P2,044.5 million and P2,004.2 million, respectively (net of allowance for inventory losses of
£374.3 million and P383.4 million as at December 31, 2013 and 2012, respectively; see Note 6).

Estimating Impairment Losses on AES Financial Assets

The Group treats AFS financial assets as impaired when there has been a significant or prolonged
declinein 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 mgmﬁcant changes with an adverse effect that have taken place in the market,
technological, economic or legal environment in which the investees operates, and indicates that
the costof the investment in the equity instruments may not be recovered.

No impiirment loss was recognized on quoted and unquoted AFS financial assets in 2013 and 2012.
The canying values of AFS financial assets amounted to £2,438.9 million and 2,128.0 million as
at December 31, 2013 and 2012, respectively (see Note 7).

Estimating Useful Lives of Property and Equipment and Investment 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 différ 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 is 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 isno change in the estimated useful lives of the property and equipment and investment

properties-as-at-December31: 2013 and 2012
; 1d-2042,

The cartying values of property and equipment as at December 31, 2013 and 2012 amounted to
P6,585.8 million and £5,949.9 million, respectively (net of accumulated depreciation,
amortization and depletion of 25,048.0 million and P3,951.5 million as at December 31, 2013 and
2012, respectively; see Note 9). The carrying values of investment properties as at

December 31, 2013 and 2012 amounted to 829.0 million and B72.2 million, respectively (net of
accumulated depreciation of nil and 70.0 million as at December 31, 2013 and 2012,

respectively; see Note 10),
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Estimating Impairment Losses on Property and Equiplment and Investment 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
recovemble.

The factors that the Group considers important whlch cOuld trigger an impairment review include

the following:
e Sigificant underperfonnance relative to expected historical or projected future operating

results;

‘s  Sigrificant changes in the manner of use of the acquired assets or the strategy for overall

business; and
» Significant negative industry or economic trends.

In detemining the present value of estimated future cash flows expected to be generated from the
continued use of the assets, the Group is required to make estimates and assumptions that can
materialy affect the consolidated financial statements'.

These sssets are reviewed for impairment whenever events or changes in circumstances indicate
that thecarrying amount may not be recoverable. An iimpairment 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 impsirment loss is recognized and charged to earnings if the discounted expected future cash
flows are less than the carrying amount. Fair value is lestimated by discounting the expected future
cash flews using a discount factor that reflects the market rate for a term consistent with the period
of expected cash flows. No impainment loss was recogmzed in 2013 and 2012,

The canying values of property and equipment and mvestment properties amounted to
P6,5858 million and 829.0 million, respectively, as at December 31, 2013 and £5,949.9 million
and 722 million, respectively, as at December 31, 2012 (see Notes 9 and 10).

Estimating Impa:rment Losses on Investment 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 carrying values of the Group’s.

investrment in an associate amounted to P4,112.1 m:lhou and B3,988.9 million as at
December 31, 2013 and 2012 resnectlvelv (see Note 11).

Estimating Recoverability of Deferred Mine Exploration Costs

The apphcatlon of the Group’s. accountmg policy for deferred mine exploration costs requires
judgment in determining whether it is likely that future economic benefits are certain, which may
be based on assumptions about future events or circumistances. Estimates and assumptions made
may change if new information becomes available. If, | after mine explorations costs are
capitalized, information becomes available suggesting that the recovery of expendlture is unlikely,
the amount capitalized is written off in the consohdated statement of income in the period when
the newinformation becomes available. An 1mpau-ment loss is recognized when the carrying
value ofthose assets is not recoverable and exceeds their fair value.
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Deferred mine exploration costs, included in “Other noncurrent assets™, as at December 31, 2013
and 2012 amounted to £197.0 million and B142.4 #-nillion, respectively (net of allowance for
impaiment losses of £144.2 million and nil as at December 31, 2013 and 2012,

respectively; see Note 13).

Estimating Allowance for Impairment Losses on Nonfinancial Other Current and Noncurrent
Assets ' : :

The Group provides allowance for impairment losses on nonfinancial other current assets and
other nencurrent 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 carying values of nonfinancial other current assets amounted to 225.4 million and
B157.9million as at December 31, 2013 and 2012, respectively, while nonfinancial other
noncurnent assets amounted to #840.6 million and £814.7 million as at December 31, 2013 and
2012, rspectively,

The allowance for impairment losses on the Groupis nonfinancial other current sssets amounted to
B0.5 million and £0.9 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 & at December 31, 2013 and 2012 amounted to B160.6 million and F16,5 million,
respectively (see Note 13).

Estimaling Provision for Mine Rehabilitation and Decommissioning .

The Group assesses its provision for mine rehabilita%tion and decommissioning annually.
Significant 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
presentvalue of the future rehabilitation costs requilred. Changes to estimated future costs are
recognized in the consolidated 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 resultihg to an

adjustment on capitalized cost amounting to nil and £57.3 million in 2013 and 2012, respectively.

rrovisim tor mine rehabilifation ahd décommissioning amounted fo BI130.9 million and

-2 M1li10n as at pecember 31, an » TESPECLIVElY (See Nole .

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 amon'g others, discount rates, expected rates of
retum and future salary increase rates. In accordancfe 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 in the assumptlons may materially affect the Group's
pensmn and other retirement obligations.

As at December 3 1, 2013 and 2012, pension asset included under “Other noncuﬁ'ent assets”
account amounted to nil and B57.0 million, respectively (see Notes 13 and 32). Pension liability
amounied to P279.1 million and P136.5 million as at December 31, 2013 and 2012, respectively
(see Note 32).

Share—based Payment 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
vestingperiod. The Parent Company measures the cost of equity-settled transactions with
employees by reference to the fair value of the equity instruments at the date at which they are
granted. Estimating 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 determining 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 fair value for share-based payment
transaclions 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 materially 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

. P63.2 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 pOSlthl‘l
amountd to P49.5 million and 57.5 million, respectively (see Note 18).

Assessi mg Recoverabxhty of Deferred Income Tax Assets

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

The Group has net deferred income tax assets amounting to P344.4 million and P364.9 million as
at December 31, 2013 and 2012, respectively (see Note 33).

tingloss

carry over (NOLCO) a.nd excess Mlmmum Corporatc Income Tax (MCIT) over Regular
Corporite Income Tax (RCIT) amounting to 80.6 million and 786.7 million, respectively, for
which 1o deferred income tax asset was recogmzed 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 fair values of financial assets and liabilities recorded in the consohdatcd statements of
financi:l position cannot be derived from active markets, they are determined using internal
valuation techniques using generally accepted market valuation models. The inputs to these
modelsare 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 consfderations of liquidity,
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 B4,981,843 B’637,617
Short-term cash investments 5,252,493 8,625,834

210,234,336 P9,263,451

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 inmediate cash requirements
of the Group and eam interest at the respective short-term cash investment rates,

Interestincome earned from cash and cash equivalents amounted to 143.0 million,
P205.7 million and #196.7 million in 2013, 2012 and 2011, respectively (see Note 27).

The Group has US$ denominated cash and cash equivalents amounting to $59.4 million,
equivalent to £2,636.9 million, and $15.0 million, equivalent to £613.9 million, as at
December 31, 2013 and 2012, respectively (see Note 34).

Cash with banks amounting to P65.1 million and B64.2 million as at December 31, 2013 and
2012, respectively, representing proceeds from the IPO, 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) R654,568 B568,266
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) 9,212 14,251
Notes receivable . - 76,278
Others (see Note 31) 101,409 130,205
878,392 981,601

Lessallowance for impairment losses 38,943 43,741

P839.449 £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 upon the delivery of goods and completion
of services.

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

t_erms.

The Group has US$ denominated.trade and other receivables amounting to $11.5 million,
equivalent to R538.1 million, and $13.4 million, equivalent to 552.1 million, asat '

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:

Total

2013 ' Trade Others
Balances at Januvary 1 £32,436 " P11,305 243,711
Provisions (see Note 28) 79 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 P’26,150 £12,793 38,943
2012 Trade Others Total
Balances at January 1 B224,141 P10,494 P234,635
- ) Provisions (see Note 28) - 811 811
n Write-off (186,035) - (186,035)
Foreign exchange adjustments (5,670) — (5,670)
Balances at December 31 B32.436 B11,305 P43,741
6. Inventories
2013 2012
Bereficiated nickel ore and limestone ore - at cost £1,188,354 P1,140,500
Bereficiated nickel ore - at NRV 343,559 331,239
Current portion of long-term stockpile :
inventory (see Note 12) 188,456 139,076
Materials and supplies:
AtNRV ' 253,631 352,077
K At cost 70,469 41,296
i B2,044,469 P2,004,188
‘Movements of allowance for inventory losses in 2013 and 2012 follow:
‘ Beneficiated  vlaterials
2013 o nickel ore and supplies Total
; Balinces at January 1 £340,014 P43,405 B383,419
i Provisions (see Note 29) - 63,605 - 63,608
Reversals (see Note 29) (69,966) (2,802) (72,768)
; Balinces at December 31 P333,653 240,603 B374,256
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Beneficiated Materials .
201 ) , nickel ore and supplies Total
Balinces at January 1 P360,052 B43,405 403,457
Reversals (see Note 29) (8,226) - - (8,226)
Write-off i ' (11,812) — (11,812)
Balinces at December 31 P340,014 843 405 P383.419

The cog of beneficiated nickel ore provided with allowance for inventory losses amounted to
P677.2million 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
P294.2million and P395.5 million as at December 31, 2013 and 2012, respectively.

Costs ofinventories charged as expense amounted to 4,788.0 million, #4,738.5 million and
P3,574.8 million in 2013, 2012 and 2011, respectively (see Notes 20-and 22).

AFS Financial Assets

2013 2012

Quuoted instruments:
Debt securities P1,318,364 1,020,750
Equity securities 201,830 188,544
Unguoted equity securities 918,744 918,744
' _ 2,438,938 2,128,038
Lessnoncurrent portion 1,181,568 - 1,041,934
) R1,257,370  P1,086,104

Quoted instruments are carried at fair market value as at the end of the reporting period. Unquoted
equity instruments 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 P2,128,038 B1,568,861
Additions 374,074 574,747
Disposals (109,7113) (71,263) .
Effect of changes in foreign exchange : '
nte (see Note 29) 860 (11,217)
Valuation gains on AFS financial assets : ' 45,679 66,910
Balamces at December 31 P2'5438;938 P2,128,038
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. The movements in “Net valuation gains on AFS financial assefs” presented as a separate
component of equity follow:

2013 2012
Balances at January 1 65,199 £20,889
Movements recognized in equity:
Gains recognized in equity 52,987 73,400
Rec!assxficatlon 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)
Balinces at December 31 £99.506 P65,199

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

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

The noncurrent portion of AFS financial assets amounted to 21,181.6 million and P1,041,9 million
as at December 31, 2013 and 2012, respectively. As at December 31, 2013, the Group has no
intention to dlspose its unquoted equity shares within the next year.

Dividend income earned from AFS equity securities amounted to 262.7 million, 192.7 million
and R436.4 million in 2013, 2012 and 2011, respectively, of which 60.5 million, 2191.9 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 12.0 million,

£20.7 million and P8.5 million in 2013, 2012 and 2011, respectively (see Note 27).

The valuation gainé of #30.0 million, 50.9 million and valuation losses of B16.4 million is net of
share of non-controlling interests amounting to a valuation loss of 4.3 million and valuation gains
of 6.6 million and P0.3 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 impaiﬁncnt loss was recognized on the Group’s AFS unquoted equity securities in 2013 and
2012
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8. Prepayments and Other Current Assets

2013

. 2012
Input tax (net of allowance for impairment losses
of nil and 0.9 million in 2013 and 2012,
respectively) £106,050 B84,768
Prepaid taxes " 69,744 34,635
Prepaid insurance 27,398 7,217
. Prepaid rent and others 11,459 4,336
| Adpvances and deposits 7,244 20,372
Tax credit certificates (net of allowance for i impairment
losses of B0.5 million and nil in 2013 and 2012
respectively; see Note 29) 3,517 6,616
$225,412 R157,944
Property and Equipment
2013
Mining
Properties and Machinery Buildings
R Develepment and and  Constroction
) Land Costs Equipment Improvements In-progress Tota)
A Cost :
‘ Balances at January 1 P252,458 P591,689 P6,323,765 P2,384,412 P349,073 P9,901,397
Additons 1,831 - 1,049,144 179,888 700,262 1,931,125
Transfersireclassification - - 23272 193388 - (220,207 (3,547)
Disposals — - (132,16%) (43,567) {19,483) (195,210)
Balgnces st December 31 254,289 591,689 7,264,021 2,714,121 809,645 11,633,765
Accumulaled depreciation
and depletion
Balances at January 1 - 199,239 3,043,613 708,617 - 3,951,469
Depreciation, amortization
and depletion
(5e¢ Note 26) - 14,565 1,072,718 173,318 - 1,260,601
Tramfers/reclassification - - {338) - - 338)
Disposals - - (104,660) (59,059) - {163,719)
Balances at December 31 -~ 213,804 4,011,333 822,876 - 5,048,013
Net book values #254,289 P£377,885 3,252,688 P1,891,245 E809,645 P6,585,752
2012
Mining
Properties and Machinery Buildings
‘h Development and and  Construction
e Land Costs Equipment  Improvements In-propress Total
Cost '
Balances ot January | $242237 B40R,125 £4,072,444 P2.341,263 £135,523 #7,199,592
Additions 10,214 126,307 2,242,044 31,707 282,706 2,692,978
Adjustment for capitalized
cast of mine
TEmEA T g i
decommissioning - 57,257 - - - 57,257
Transfers/reclassification 7 - 16,993 11,442 " (64,721) (36,279)
Disposals - - (7,716) - (4,435} (12,i51}
Balances at December 31 252,458 591,689 6,323,765 2,384 412 349,073 9,901,397
Accurnulated depreciation and
. depletion L
Balances at January 1 - 179,358 2,253,169 550227 -~ 2,982,754
Depresiation, amortization
* and depletion
(see Note 26) - 19,881 795,560 158,941 - 974,382
Disposals - - (5,116) {551) - (5,667
Balances at December 31 - 199,239 3,043,613 708,617 - 3,951,469
Net book values P252,458 £192,450 R3,280,152 P1,675,795 R349,073 £5949,928
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Pier facilities (included under “Buildings and improvements™) with a carrying value of
P150.3 million and 195.6 million as at December 31, 2013 and 2012, respectively, were
mortgaged as collateral for the long-term debt of RTN 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 earnings amounted to £0.4 million in 2013,

. 2012 and 2011.

10.

Investment Properties

2013 2012

Cost:

Balances at January 1 £2142,151 B116,096

Additions - 26,055

Disposals _ (112,491) ' -

Reclassification : (660) —

Balances at December 31 29,000 142,151
Acmmulated 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
Netbook values - £29,000 B72,191

Investment properties consist of condominium units rented out as office spaces and parcels of land
located in Surigao City which is intended for leasing to THNC in the future. Rental income in
2013, 2012 and 2011 amounting to 6.0 million, B11.7 million and £11.2 million, respectively,
are included under “Services and others” in the consolidated statements of income. Direct
operating expenses in 2013, 2012 and 2011 amounted to B0.8 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 R234.8 million as at December 31, 2013 and 2012, respectively. The fair
value isdetermined using the approximate current selling price of the same type of building in
Makati Central Business District.

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

In 2013, investment properties with carrying amount of B40.5 million were sold for B185 & million

resultingto a gain of B145,1 million {see Note 29)

11.

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, into twenty-two and a half percent (22.5%), sixty-two and a half percent
(62.5%)and fifteen 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 subscription agreement with THNC for the subscription of 921,375,000 common
shares for the total amount of US$102.4 million or P4,443.1 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 nickel/cobalt mixed sulfide. THNC has started commercial operations in

October 2013. ‘ :

The following are the summarized financial information of THNC as at December 3 1,2013 and
2012. THNC’s financial statements are stated in US$ and translated at the closing rate of

USS1 =P44.40 and USS$1 = B41.05 as at December 3 1, 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 in 2013 and 2012, respectively.

2013 2012
Curent assets R6,837,555 P1,857,348
Noncurrent assets 67,486,190 56,899,567
Current liabilities (7,823,555) (566,681)
Norcurrent liabilities (48,674,289) (40,930,006)
Netassets P17,825,901 BR17,260,228
Revenue B577,756 R105,714
Expenses 1,381,329 615,219
Netloss P803,573 P509,506
Movements in the investment in an associate follow:
2013 2012
Acquisition cost £4,443,075 4,443,075
Accumulated equity in net earnings:
Balances at beginning of year (317,237) (202,598)
Equity in net losses (184,703) (114,639)
' (501,940) (317,237)
Share in cumulative translation adjustment: : :
Balances at beginning of year (136,909) 131,390
Movement 307,900 (268,299)
: " 170,991 (136,909)
Ralances as at December 31 P41 6——P3.988.526————

The balance of investment in.an associate includes goodwill of 105.4 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 230.8 million and nil, respectively (see Note 33).
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12, Long-tefm Stockpile Inventory

The long-term stockpile inventory pertains to low grade ore extracted from RTN’s minesite. This
amourt was not recognized in RTN’s books but was recognized by the Parent Company when it
acquired the controlling interest in RTN. The low grade ore inventory was initially recognized
and valued at fair value. The fair 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,
£133.0million and B143.2 million were charged to “Cost of sales” in 2013, 2012 and 201 1,

respectively (see Note 20). :

A portion amounting to P188.5 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 s part of “Inventories™ as at December 31, 2013 and 2012, respectively (see Note 6).

The carying value of long-term stockpile - net of current portion amounted to 2981.5 million and

£1,266.0 million as at December 3 1, 2013 and 2012, respectively.

13.

Other Noncurrent Assets

2012

Input tax - net of current portion R448,466 R412,254
Advances to claimowners (see Note 36e) 208,155
Deferred mine exploration costs 142,392
MRF 134,288
Deposit for aircraft acquisition -
Cash held in escrow (see Note 4) 64,228
Long-term negotiable instruments 30,000
SDMP fund 2,563
Pension asset (see Note 32) 56,986
Others 11,405
1,238,785 1,062,271

Less allowance for impairment losses 16,490

1,078,140

21,045,781 :

Input tax representé the value-added tax (VAT) paid on purchases of applicable goods and
services, net of output tax, which can be recovered as tax credit against future tax liability 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., Inc. (East Coast), La Salle Mining Exploration Company (La Salle), Kepha Mining

Exploration Company (Kepha) and Ludgoron Mining Corporation (Ludgoron; see Note 36¢).
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Deferred mine exploration costs include mining rights of 32.3 million as at December 3 1,2013
and 2012. '

MRF is the amount deposited in local bank accounts established by the Group incompliance 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 is earmarked for physical
and soxial 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
shouldbe 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 deposii‘. for aircraft acquisition pertains to advance payménts made to World Aviation
Corpontion 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
October2019,

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 in 2013 and 2012 follow:

Advances to Deferred mine

2013 claimowners exploration costs Total

Balances at January 1 P16,490 P P16,490

Provisions (see Note 29) - 144,155 144,155

Balances at December 31 £16,490 ¥144,155 £160,645

Advances to Deferred mine

2012 . claimowners exploration costs Total

Balances at January | - PR21,400 B51,376 P82,776
Write-off (4,910) (61,376) (66,286)

Balances at December 31 P16,490 B P16,490

14, Tradeand Uther Payables

: 2013 2012

Trade (see Note 3]) ' P475,971 403,250

- Accnied 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
£928,113 P864,015
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- Trade, sccrued expenses and other payables are noninterest-bearing and are generally settled in

less than thirty (30) days® term. Excise tax payable is settled within fifteen (15) days after the end
of the quarter when the beneficiated nickel ore and limestone ore were shipped. Royalties are paid
on or before the deadline agreed with the MGB 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 payabie pertains to the ten percent (10%) of the gross payable amount retained by TMC
from itssupplier and will be paid upon the completion of the construction of the conveyor system.

The Group has US$ denominated trade and other payables amounting to $1.4 million, equivalent
to B63.4million, and $1.2 million, equivalent to #50.5 million as at December 31, 2013 and 2012,
respectively (see Note 34). :

15.

_The totalp D3 pavab 0 Semi-ant

Long-term Debt

2013 2012
T™C - P1,359,597 R1,328,994
RTN 179,000 210,295
1,538,597 1,539,289

Lessnoncurrent portion:
™C 1,281,906 1,257,156
RTN 139,222 165,514
1,421,128 1,422,670
Current portion £117,469 R]16,619

TMC Loen

On October 4, 2010, TMC entered into an Omnibus Agreement with THNC, 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.

mi-annually in October 1

Starting 2012, the interest on the loan is payable se 0 and April. 10.

Octoher 102011 un to Anril 102031

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 rights 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 is in compliance with the restrictions. ‘

U



-50-

Interest expense in 2013, 2012 and 2011 amounting to 33.5 million, R38.1 million and

B27.6 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 R7.8 million. No borrowing
costs were recognized after the completion of the construction. '

RTN Ioan : -

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%) spread, for the construction of the pier facilities.

In July 2003, an additional loan amounting to US$0.2 miltion 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 instaliments 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
USS$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 RTN’s 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, incurrence
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 Omnibus Agreement. Also, the Omnibus Agreement provides
for certain conditions which include, among others, maintenance and preservation of RTN’s
corporate existence, rights, privileges and licenses, prompt submission of written notice to SMM
of any and all litigations or administrative or arbitration proceedings before 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 87.3 million in 2013, 2012 and 2011,
respectively (see Note 28). )

16. Provision for Mine Rehabilitation and Decommissiqning

: 2013 2012
Balances-atJanuas1 - P132:522 Bel 726
Pewments-ofrehabilitation-cost : €049} -
Accretion interest on provision for mine _
rehabilitation and decommissioning
(see Note 28) : 8,554 13,539
Effect of change in estimate (see Note 9) L= 57,257
. Balances at December 31 | : , £130,927 B132,522
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Provision for mine rehabilitation and decommissioning pertains to the estimated decommissioning

. costs © be incurred 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
provisibns have been created based on the Group’s internal estimates. Assumptions, based on the
currenteconomic 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 firture market prices for the necessary decommissioning works required
which will reflect 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 upon 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 B57.3 million in 2012 (see Note 9).

17.

P

Equity

CapitalStock | : : :
The cayital structure of the Parent Company as at December 3 1,2013 and 2012 is as follows:

2013 2012
Common stock - P0.50 par value
Authorized - 4,265,000,000 shares
Issued - 2,519,159,345 shares .
in 2013 and 2,013,476,263 in 2012 P1,259,580 B1,006,738
Preferred stock - 20.01 par value

Authorized and Jssued - 720,000,000 shares 7,200 7,200
. : P£1,266,780 B1,013,938

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

Move_ments in common stock follow:

2013
Number of
' Shares Total
Balnces at January 1 " ' 2,013,476,263 P1,006,738
Declaration of stock dividends . 503,831,864 251,916
Exercise of stock options (see Note 18) 1,851,218 926
Balances at December 31 2,519,159,345 . 1,259,580

G
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. 2012

Number of :
' o ‘ Shares Total
Balances at January | - : 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 - B1,006,738

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 issue 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 R800.0 million to
$£2,139.7 million. '

Issued Capital Stock

- The IPO of the Parent Company’s shares with an offer price of 15.00 per share, which is

equivalent to B8.00 per share after the stock dividends, resulted to the issuance of 217,1 83,818
common shares and reissuance of 132,991,182 shares held in treasury.

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

(SMMPHC); Nickel Asia Holdings, Inc. (NAHI) and the President of the Parent Company

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

® SMMPHC subscribed to 13,169,982 common shares of the Parent Company for a
consideration of 8206.8 million.

®  The Parent Company’s President subscribed to 1,855,000 common shares ofthe Parent
Company for a consideration of B26,9 mijltion.

¢ NAHI subscribed to 720,000,000 preferred shares of the Parent Company for a consideration
of 87.2 million.

As at December 31, 2013 and 2012, the Parent Company has forty-five (45) and forty-one (40
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 outstanding 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 lodeed wi e Philippine Denository, In naw known as Philippine Depository and Trust

Corporation)

Dividends

Cash Dividends

On April 5, 2013, the Parent Company’s BOD declared cash dividends amounting to S
£705.3 million, equivalent to ®0.35 per share, to stockholders of record as at April 22, 2013 which

were paid on May 14, 2013.

On Marh 28, 2012, the Parent Company’s stockholders declared cash dividends amounting to
B1,073.5 million, equivalent to P0.80 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
P201.0million, equivalent to R0.15 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

‘P468.9million, equivalent to B0.35 per share, to stockholders of record as at Apnl 11, 201 1.. The

dividends were paid on May 9, 2011.

Stock Dividends

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

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

On June 8, 2012, the Parent Company’s stockholders declared fifty percent {50%) stock dividends
on the qutstanding common shares amounting to £335.6 million to stockholders of record as at
August29, 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 £0.50
per share. The stock dividends were issued on September 24, 2012.

Appropriated Retained Eamings
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 June 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:

» TheESOP covers up to 12.0 million shares allocated to the Parent Company's officers and the

- . offficers of the subsidiaries. . : .

* Theeligible 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. :

* Theexercise price is B13.50, _

* Thegrant date of the Plan is January 3, 2011 as determined by the Stock Option Committee.
Theterm of the Plan shall be six (6) years and the shares will vest to the participant at the rate

bf twenty five-percent (25%) per year after the first year of the Plan or December 21, 2011.

L) - SO ODMIONS D ] 3§ 110 A Hhate [} O 15 gl ]

i Cx el L L1

: an_canOpt to eihe the shares at the exercise ri request the mpa.ny .
* 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 fair value of the stock options is B6.44, which was estimated as at

grant date, Janvary 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 BISO
Exercise price 135
Expected volatility 60.34%
Option life 3.967 years
Dividend yield 2.06%
Risk-free rate 4.50%

The expected volatility reflects the assumption that the historical volatility over 2 period similar to
the life of the options is indicative of future trends, which may also 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:

o Weighted Average
Number of Options Exercise Price

o 2013 2012 2013 2012
~ January | 13,971,473 11,503,912 £9.00 R13.50
Exerciseld (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
Decembyr 31 15,150,313 13,971,473 P7.20 R9.00

In 2013 ind 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 exercisa;ble vested stock options as at December 31, 2013 and 2012 are 9,851,885

and 5,233,977, respectively.

On Se%tember 2, 2013 and March 19, 2013, the SEC approved the exemption from registration of | , m‘
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 B21.30 and ®15.02 per share after the effect of stock

dividends, respectively.

LT
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Movenents in the cost of share-based payment plan included in equity are as follows:

2012

s - 2013
Balances at beginning of year 57,464 -B64,308
™ Cost of share-based payment recognized as capital
b _ upon exercise - (18,309) (9,603)
Stock option expense (see Note 25) 10,369 2,759
‘o Movements during the year (7,940) (6,844)
' Balances at end of year 49,524 257,464

The weighted average remaining contractual life of options outstanding is 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 to210.4 million,
£2.8 million and 63.2 million, respectively (see Note 25). '

19. Earnings Per Share

The following reflects the income and share data used in the basic and diluted eamnings per share

computitions;
2013 2012 2011
Netincomie attributable to equity . ,
holders of the parent £2,053,674 2,207,210 P3,537,782

Preferred stock dividends 504 504 504

Netmcome attributable-toequity
holders of the parent for basic

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

ordinary shares — 474 -
Netincome attributable to

ordinary equity holders of the

parent adjusted for the

effect of dilution £2,053,170 P2,206,232 B3,537,278

L Weighted average number of

common shares for basic EPS  2,518,547,419  2,515,828,227  2,512,184,677
Effect of dilution from share '

options 11,250,000 6,093,750 5,625,000
Weghted-averagenamberof-

common shares adjusted for ,

the effect of dilution 2,529,797419  2,521,921,977  2517,809,677
Basic EPS P0.82 P0.88 B1.41
Diluted EPS P0.81 P0.88 P1.40
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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 conselidated financial

statements. .

20, Cost of Sales

2013 2012 2011
Production overhead P1,938,349 BE1,986,973 B1,594,701
Qutside services 869,379 1,194,218 . 931,168
Depreciation and depletion
(see Note 26) 830,512 615,090 423,621
Penonnel costs (see Note 25) 669,699 614,390 626,309
Long-term stockpile inventory
{see Note 12) 235,169 132,997 . 143,184
4,543,108 4,543,668 3,718,983
Netchanges in beneficiated .
nickel ore and limestone ore (53,814) - (76,453) - (369,293)
24,489,294 P4,467,215 P3,349,690

Outsideservices 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 ofServices

2013 2012 2011

Depreciation and
depletion (see Note 26) P133,040 £100,726 - R72,769
Equipment operating cost 76,058 78,681 65,027
Personnel costs (see Note 25) 63,836 36,869 32,847
Overthead 49,962 15,575 17,331
Qutside services 12,396 28,548 26,286
P335,292 P260,399 £214,260

Equipment operating cost includes interest expense amounting to 33.5 million, #38.1 million and
$£27.6 million in 2013, 2012 and 2011, respectively (see Note 15).

2013 2012 2011
Confract fees P801,402 P857,455 P769,647
Supplies and fuel, ¢il and
iubricants 298,752 271,266 225,119
Depreciation and _ -~
depletion (see Note 26) 155,810 123,670 - 102,526
Personnel] costs (see Note 25) 72,219 61,865 84,523
Other services and fees 70,588 86,294 104,261
£1,398,771 21,400,550 1,286,076

RO
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23. Excise Taxes and Royalties

P 2013 2012 2011
Royalties (see Notes 36e and 36j) £439,098 P485,072 B491,656
;"‘5 - Excise taxes (see Note 36¢) 209,510 222,865 244,606
i : ' P648,608 B707,937 B736,262
' : 24, General and Administrative
2013 2012 2011
Personnel costs (see Note 25) £223,081 B173,819 P276,641
Depreciation (see Note 26) 84,705 84,941 81,711
' Taxes and licenses 80,474 66,199 31,942
Qutside services 67,750 62,360 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 maintenance 9,528 8,661 8,364
; Others 113,433 85,665 85,160
: £624,819 B527,581 B577,425

Other general and administrative expense is composed of dues and subscription expense, rentals,
other service fees and other numerous transactions with minimal amounts,

25. Persomel Costs

2013 2012 2011
Saleries, wages and employee
benefits £963,293 P840,942 P916,767
Pernsion 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
- 21,028,835 Bg86,943 £1,020,320

The amounts of personnei costs are distributed as follows:

i 2013 2012 2011
| - Cost of sales (see Note.20) 669,699 B614,390 P626,309
General and administrative . .

| ' (see Note 24) 223,081 : 173,819 276,641
i . Shipping and loading costs :

o (see Note 22) - 72,219 61,865 84,523
. Cost of services (see Note 21) 63,836 36,869 32,847
! e £1,028,835 P886,943 P1,020,320

L | - | ~ | ERRRYCTS W
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26. Depreciation .and Depletion

2013 2012 2011
Property and equipment _
(see Note 9) P1,260,601 R974,382 R724,613
Investment properties : '
(see Note 10) : 2,050 7,501 9,208
P1,262,651 R981,883 R733,821]

The amounts of depreciation and depletion expense are distributed as follows:

2013 2012 2011
Cast of sales (see Note 20) £330,512 B615,090 B423,621
Shipping and loading
costs (see Note 22) 155,810 123,670 102,526
Cast of services (see Note 21) 133,040 100,726 72,769
General and administrative
(see Note 24) 84,705 84,941 81,711
Otlers 58,584 57,456 53,194
21,262,651 P981,883 B733,821
27. Financ Income
2013 2012 2011
Interest income
" (see Notes 4, 7 and 32) P159,445 B226,414 £208.436
Gan on:
Sale of AFS financial
assets (see Note 7) 7,308 6,490 -
Sale of investment funds — 2,136 -
‘ P166,753 P235,040 P208,436
28. Financ: Expenses
2013 2012 2011
Guurantee service fee .
(see Note 361) P104,235 P33,987 26,636
Intrestexpense— :
LseeMotes=1S-nnd-32) 13342 16,100 7346
Acretion interest on provision -
for mine rehabilitation and
decémmissioning
(see Note 16) 8,554 13,539 10,355
Provision for impairment losses
on trade and other receivables .
(see Note 5) - 2,267 811 3,962
Loss on sale of AFS financial '
assets ' - - 18,316
' P128,298 P114,536 P66,615
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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 - - 573,090
' Reversals of allowance for
' {provisions for):
. [mpairment 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)
b Impairment losses on trade
- and other receivables _
(see Note 3) 4,769 - -
Impairment losses on input
VAT (see Note 8) (530) - 914)
Impairment of advances to
claimowners - - (21.400)
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 79,791 7,432
Issuance of fuel, oil and
lubricants 8,209 22,511 12,804
Other services 4,766 6,489 7,347
. Rentals and accommodations . 4,209 4,178 4,296
:i ; Others - net 16,987 42,945 73,049
i £309,783 P300,262 B745,200

Others include pension mcome recogmzed by a sub51d1ary as determmed by the Group s actuary

and m1scell anen
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Breakdown of the foreign exchange gairis (losses) - net follow:

- , 2013 2012 2011
Realized foreign exchange gains o :

M (losses) : £90,798 (B142,786) 12,801
Unrealized foreign exchange .

gains (losses) on: o :
Cash and cash equivalents 77,129 (54,282) 8,358

| Trade and other receivables 4,370 (22,249) 3,062
s AFS financial assets 860 (11,217) 17,074
Trade and other payables (504) 1,181 59
; Long-term debt (119,636) 105,793 (1,659)
- Other accounts 276 94 -

£53,293 (B123,466) £39,695

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%
T™MC Philippines 35.00% 35.00%

Equity attributable to material non-controlling interest:

2013 2012
RTN $2,297,884 £2,418,262
T™C 1,677,390 1,429,277
Net income attributable to material non-controlling interest; |
- . 2013 2012
: it ‘ RTN £380,490 R605,383
: ™C ' 262,465 380,495

{ Other comprehensive income (loss) attributable to material non-controlling interest:

2013 2012
| RTN : ®21,205) P24 481

3 T™C (15,195) 7,396

| R T
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The summarized financial information of these subsidiaries are provided below. This information

is based on amounts before inter-company eliminations.

Summeized statemenfs of comprehensive income for the year ended December 31, 2013;

RTN T™C

Revenues
Cost of sales and services

3,535,178 23,370,272
(1,932,816) (1,307,120)

Operating expenses -(579,759) (974,615)
_Other income - net 204,041 3,364
Firance income - net 42,854 ' 8,676
Income before income tax 1,269,498 1,100,577
Provision for income tax (318,274) (350,677)
Netincome 951,224 749,900
Other comprehensive loss (53,013) (43,413)
Tofal comprehensive income P898,211 P706,487
Attributable to non-controlling interests £292,940 B247.270
Dividends paid to non-controlling interests 480,000 -

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

RTN TMC
Rewenues B4.351,141 P3,218,567
Cos of sales and services (2,219,040) (1,113,332)
Operating expenses (556,128) (769,547)
Other-income—-net 242,977 78;76
Finince iricome - net 57,119 20,692
Inceme before income tax 1,876,069 1,435,148
Provision for income tax (423,814) (369,150)
Netincome 1,452,255 1,065,998
Other comprehensive income 61,202 21,132

Tot:dl comprehensive income

P1,513,457 P1,087,130

Attributable to non-controlling interests

Dividends paid to non-controlling interests

P566,985 P£380,495
600,000 —

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

REN TME ‘
Noncurrent assets ’ 2,621,293 4,263,406 ‘
Current liabilities (372,054) (414,052)
Noxncurrent liabilities (194,561) (1,559,176)
Totdl equity 5,744,709 P4,792,542
Attributable to equity holders of parent . B3,446,825  B3,115,152
Non-controlling interest 2,297,884 1,677,390

T,
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Summurized statements of financial position as at December 31, 2012:

‘ RTN TMC
Curent assets 13,739,779 82,577,490
1 Noncurrent assets ' . 2,976,186 3,348,574 -
Curent liabilities .. (469,818) - (366,924)
Nancurrent liabilities ' (200,493) (1,475,491)
Totl equity P6,045,654 P4,083,649
Attiibutable to equity holders of parent 13,627,392 82,654,372
Nor-controlling interest . 2,418,262 1,429,277
Summarzed cash flow information for the year ended December 31, 2013:
RTN TMC
Operating 21,569,339 -P888,778
Inwesting (121,040) (1,322,766)
Financing (1,244,781) (108,874)
Netincrease (decrease) in cash and cash
equivalents £203,518 (®542,862)
Summarized cash flow information for the year ended December 31, 2012:
: : RTN T™C
Operating P1,643,112 21,152,222
Investing (1,275,849) (954,751)
Fifiincing (1,547,825) (112;203)
Netincrease (decrease) in cash and cash equivalents (R1,180,562) P85,268

31

Related Party Transactions

Related party relationships exist when one party has the ability to control, directly or indirectly
throughone or more intermediaries, the other party or exercise significant influence over the other
party inmaking 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 in 2013, 2012 and 2011,

including the corresponding assets and liabilifies arising irom the Said transactions as at

Pecember 31, 2013 and 2UTZ,

L
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Termsand Conditions of Transactions with Related Parties -

All saks and purchases from related parties are made at prevailing market prices. Qutstanding
balancis 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
3 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,
respeciively. This assessment is undertaken at each end of the reporting period through the
examintion of the financial position of the related party and the market in which the related party
: operates. :

a. Sals and Service Agreements |
i

Nidel Ore Sale Agreements 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 to PAMCO are
transacted at prevailing market prices. Under the terms of the agreement, the base price of the
oreproducts for a specific shipment shall be based on London 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 éach shipment after the final
dryweight 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)

RTV supplies saprolite ore to PAMCO under a sale agreement, which shall continue to be
valid and in effe i rein PAMCO appointed Sojitz as agent. PAMCOQ

owis 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

nicke] 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
Y RTN entered into an agreement with CBNC to supply all of the limonite ore requirements for

the Coral Bay Hydro Metallurgical Processing Plant (HPP) facility until the earlier of the
cessition 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

e _____limstone and provide ancillary services to the Coral Bay High Pressure Acid Leach (HPAL) N

included as part of “Trade and other receivables” and is expected to be collected subsequently.

Nicke| Ore Supply Agreement with THNC .
TMC entered into an agreement with THNC, a Philippine Corporation, covering the sale of its

oreproducts. Under the terms of the agreement, the base price of the ore products for a .
L specific shipment shall be based on LME. :

Service Agreements with CBNC
RTNentered into various service agreements with CBNC pertaining to tailings dam

B o | IANEBTEBRE
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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
TMC’s billing,

b. Stockholder Agreements

THNC Stockholder’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 HPAL 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 Mitsuj 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

i

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 luly 1, 2002, RTN, along with the other stockholders of CBNC, agreed to make loans to

CBNC or guarantee the repayment of CBNC’s loans obligation in accordance with the
financial requirements of CBNC, in proportion to their shareholding ratio in CBNC.

Inaseparate agreement dated October 22, 2002, SMM, which owns 54% of CBNC, agreed to
assume RTN’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.

Asat 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 o the Parent Company,

——

s Note I,

c. 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).

TR
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Funding Commitment with THNC
TMC as owner/developer of Taganito Special Economic 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
pasitions up to the president. The short-term benefits of key management personnel of the
Grup in 2013, 2012 and 2011 amounted to about 8162.6 million, 145.8 million and

£161.2 million, respectively. The post-employment benefits of key management personnel of
the Group amounted to 4.1 million in 2013, B5.5 million in 2012 and B4.1 million in 201 1,
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. Leise Agreement

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

My 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 210.0 million
andnil in 2013 and 2012, respectively.

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

follows:
2013 2012
Within one (1) year £20,350 P-
After one (1) year but not more than five (5) years 70,378 —
$90,728

. retiremant plan in the entity,

32. Pension Costs

The Group has two (2) funded and three (3) unfunded, noncontributory defined benefit retirement
plans covering substantially all of its employees,

Under the existing regulatory framework, Republic Act (RA) 7641, The Retirement Pay Law,
Iequiresa provision for retirement pay to qualified private sector. employeés in the absence.ofany. . ...
______ ided. oyee’s retirement-benefifs-underany—-— -

~ collective bargaining and other agreements shall not be less than those provided under the law.
The lawdoes not require minimum funding of the plan. :

[
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The following tables summarize the pension liabilities and pension asset recognized in the
consclidated statements of financial position: ‘

2013 2012
Funded pension liabilities '
RTN P40,187 P
“TMC o ‘ 164,121 101,753
Unfunded pension liabilities
NAC 23,214 -
CMC : 31,418 24,985
HMC 20,135 9,794
P279,075 PR136,532
Fuwded pension asset
RTN ‘ P R56,986
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The mzin categories of plan assets as a percentage of the fair value of total plan assets follow:

2013 _ RTN TMC
Fized income securities 54.83% 80.49%
Investments in shares of stock . 17.24% 5.94%
Ofhers T ' 27.93% 13.57%

100.00% 100.00%
2012 : RTN T™C
Fixed income securities 72.30% 57.23%
In'wstments in shares of stock , 23.30% 30.17%
Otlers 4,40% 12.60%

100.00% 100.00%

The owverall 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%
Saliry increase rate 5.00% 5.00% 10.00% 5.00% 5.00%
2012 NAC RIN TMC HMC CMC
Discount rate -~ 6.77% 6.29% 6.62% 6.32%
Saliry mncrease rafte - 5.00% 10.00% 3.0U0% 5.00%
2011 NAC RTN TMC HMC CMC
Discount rate -~ 6.92% 7.57% 8.04% 6.00%
Saliry 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 semitivity analysis below has been determined based on reasonably possible changes of each
significant assumption on the defined retirement benefits liability as at the end ofthe reporting
period, essuming all other assumptions were held constant;

O e e o ——— o ——— n_.m.,.,.‘.,ﬁ,,,,,L,fﬁ.--,-,.-_ﬁhcrcasc, e e e Bk e Cam e mne m Pr———— thmnims = i = i g -
e (decremsey——————P ==
Discount rates +100 basis points - (R68433) ‘
-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.

RO TR
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Shown below is the maturity analysis of the undiscounted benefit payments:

2013
Within the next twelve (12) months B36,272
Between two (2) and five (5) years 188,555
Between five (5) and ten (10) years 292,457
Total expected payments B517,284

The average duration of the defined retirement benefits liability as at December 31, 2013 is

16.8 years.

33.

Income Taxes

The provision for current income tax shown in the consolidated statements of income includes the
Regular Corporate Income Tax (RCIT) of HMC, TMC and RTN and Minimum Corporate Income
Tax (MCIT) of NAC, CMC and LCSLC in 2013, RCIT of HMC, TMC and RTN and MCIT of
CMCand CEXCI in 2012, and RCIT of HMC, TMC, RTN, CMC, LCSLC and FEIL in 2011, as

follows:
1

) 2013 2012 2011
HMC £487,825 $428.,994 P170,455
T™C 345,837 399,002 408,179
- RTN 321,338 424,336 852,466
CMC 7.819 11,936 185,053
NAC 6,574 - -
ECSEHEE H1 3;596
CExCI - 2 -
FEI - - 30
£1,169,504 B1,264,270 . B1,619,779

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

i
3

i .
7

|
!
i
i

{Forward)

The reconcﬂlat:on between the prov1510ns 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: ‘

IlllflllllllllflllllllllllllﬂlIIII!III_IIIﬂﬂlﬂllll"lllllllﬂ

2013 2012 2011
Income tax at statutory rates from '
- --—-——---non-PEZA-registered ——- -~~~ e —

aetivities =PH7853T4——--=R15899;359—="P2,312;252 =
Income tax at statutory rates from ,

PEZA registered activities (4,554) 4,729 934
Add (deduct) tax effects of: ‘

Dividend income exempted

from tax (534,152) (732,575) (533,019)
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2013 2012 2011

Movements in deductible
temporary differences for
which deferred income
taxes were recognized ®73,938) (B43,111) R125,234
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 21,124,215 1,334,698 21,686,015

The components of the Group’s net deferred income tax assets and liabilities follow:

2013 2012 201

Deferred income tax assets:
NOLCO £135,139 2151,340 B214,882
Allowance for: _
Inventory losses 112,276 112,507 121,046
Impairment losses on trade _
and other receivables 9,216 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
commemirnee oo« .- Pensioniability . 83722 40,960 . . . 47120 ..
=Valuation-gainsen AP ————— — .
financial assets (36,727 (21,090) 1,327
Excess of MCIT over RCIT 26,330 ) 11,936 -
Provision for mine
rehabilitation and
decommissioning 25,123 21,232 23,222
Unrealized foreign exchange
losses (gains) - net (23,918) - 12,603 (37,613)
Deferred income 3,999 4,209 4,208
(Forward)

ARG O
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2011

2013 2012
Deferred income tax assets:
Costs of share-based payment _
plan £3,028 B5,129 B27,561
Undepleted asset retirement
" obligation (1,827) (1,876) 1,579
Accrued SDMP costs 1,003 4,036 13,385
Others 625 2,543 (20,920)
P344,443 P364,897 P501,851
Deferred income tax liabilities:
Long-term stockpile inventory P351,029 B421,580 B461,479
Asset revaluation surplus 104,409 107,797 111,366
Share in cumulative translation
adjustment (see Note 11) 30,790 - 13,139
Fension asset - 17,085 -
Unrealized foreign exchange
gains - net - 8,053 -
Allowance for inventory losses - (2,518) —
, Provision for mine
; rehabilitation and
decommissioning - (1,143) -
Others - (413) (359)
P486,228 B550,451 "B585,625

- As at December 31,2013 and 2012, the Group has temporary differences on NOLCO amounting

to #80.4million and ¥786.7 million, respectively, for which no deferred income tax asset was
recognized as management expects that it is not probable that sufficient taxable income will be

availabl against which the benefit of the deferred income tax asset can be utilized.

As at Dicember 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
col 2011 2014 RG9 694 B20
' 2012 2015 402,125 11,938
) 2013 ' 2016 27,254 14,394
e P529,373 P26,352

7 A atDecember 315 2013 atd 2012, FEI'has NOLCO that éﬁ.ﬁ'Bé'éIﬁifﬁéﬂ'éé 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

LR
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Movements in NOLCO are as follow:

2013 2012
Balances at Jamuary 1 P1,291,186 P859,334
Additions 27,390 436,819
Expirations _ ' (697,543) ' (4,967)
Applications ' S (90,811) -
Balances at December 31 P530,222 B1,291,186

Movemnents in excess of MCIT over RCIT are as follow;

2013 - 2012
Balances at January 1 R11,971 B39
Additions ' 14,394 11,938
Expirations (13) (6)
Bahnces at December 31 F26,352 P11,971

34,

Finandal Instruments

The Group’s main financial instruments are cash and cash equivalents, AFS financial assets and
long-tem 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 financial instruments are credit risk, liquidity risk and
marketrisk. 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
instrurnents. '

The Group trades orly with recognized, reputable and creditworthy third parties and/or transacts
only with institutions and/or banks which have demonstrated financial soundness. Itisthe

Group’s policy that all customers who wish to trade on credit terms are subject to credit

verificalion procedures. In addition, receivable balances are monitored on an ongoing basis with

the result that the Group’s exposure to bad debis is not significant. Except for those impaired
trade and other receivables, the Group assessed the loans and receivables as collectible and in

good standing., : .

AR A
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In managing credit risk on these investments, capital preservation is paramount. The Group
transacts only with recognized and creditworthy 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 finds 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
equitiesis reviewed regularly by the Chief Finance Officer.

Since the Group-trades only with recognized third parties, there is no requirement for collateral.

Credit Risk Exposure ,

With respect to credit risk arising from cash and cash equivalents, trade and other receivables,
AFS fimncial 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 Quality and Aging Analyses of Financial Assels
The credit 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 NotImpaired Individually
2013 (High) (30-180 days) = Impaired Total
Cash and cash equivalents: P10,226,439 ‘ | o B P10,226,439
Cash with banks 4,973,946 - - 4,973,946
Short-term cash investments 5,252,493 - - 5,252,493
Trade-and-other-receivables: 7765295 38,943 815238 —
Trade 628,418 - 26,15 654,568
Receivable from CBNC 50,049 - - 50,049
Amounts owed by related parties 9,212 - - 9,212
Othens 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
Unquoted equity securities 918,744 - - 918,744
Other noscurrent 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 | 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 an{ cash equivalents; 19,262,795 : P- P 09,262,795
Cash with banks 636,961 - - 636,961
Shortterm cash investments 8,625,834 -~ 8,625,834
- Trade ad other receivables: 509,229 309,514 43,686 862,429
Trade 229,199 306,631 32,436 568,266
Receivable from CBNC 73,429 - - 73,429
Amouts owed by related partics 14,251 - - 14,251
Notesreceivable 76,278 76,278
Othen 116,072 2,883 11,250 130,205
AFS finmcial assets: 2,128,038 - - 2,128,038
Quotel debt securities 1,020,750 -~ - 1,020,750
Quotd equity securities 188,544 - - 188,544
Unquited equity securities 918,744 - - 918,744
Other norcurrent assets: 231,079 - - 231,079
MRF 134,288 - - 134,288
Cash teld in escrow 64,228 - - 64,228
Longderm negotiable instruments 30,000 - - 30,000
SDM? fund 2,563 - - 2,563
PF12,131,141 B309,514 P43,686 P12,484341

Credit (uality of Financial Assets

The crefit 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 hisory of one or two defaults; and Substandard grade, which pertains 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;

* 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
Poa’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 quahty of these assets as high grade.

» Trafe receivables and receivable from CBNC pertain to receivables from customers which
hav: 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
andother receivables not foreseen to be collected are classified as sub-standard grade.

e __Amunts owed by related parties are advances that are due and demandable _The related

' _ anmMmﬁmmmﬂuMpmw@mMm&gW

quality of these assets as high grade.
* Mamgement 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
alrexdy established a long outstanding relationship. The other receivables also include
amants owed by officers and employees that are operational advances in nature, These

openrtional advances are collected subsequently.

¢ AF{financial assets in debt securities and equity securities are investments that can be traded
andfrom companies with good financial capacity, making the investment secured and
realzable. Management assesses the quality of these assets as high grade.

R
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* Long-term negotiable instrument is an investment 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.

R Liquidity Risk
. Liguidity risk arises from the pOSSlbil]ty that the Group may encounter difficulties in raising funds

to meet commitmenis from financial instruments.

The Group’s objective is to maintain 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 liquidity 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 repayments 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 B274,770 P179,385 B21,816 B- B475,971
Accrued expenses 35371 105,761 100,050 - 241,222
Retention payable - - - 34,168 34,168
Others - 19,889 14,420 - 34,309
Long-term debt
Principal - - 117,469 1,421,128 1,538,597
Interest - - 25,141 481,591 506,733
£310,141 B305,035 P278,936 P1,936,888  $2,831,000
Less Than Three (3) to
Three (3) Twelve (12) More Than
2012 On Demand Months Months  One (1) Year Total
Trads and other payables
Trade P298,976 P88,950 £14,865 P459 £403,250
Accrued expenses 112,537 82,174 59,450 239 254,400
Retention payable - - .= . 446 446
Others 26,110 17,730 - - 43,840
Longterm debt
Principal - 22,391 94,228 1,422,670 1,539,289
Interest - 764 28,106 662,088 690,958
P437,623 #212,009 196,649 P2,085,902 PB2,932,183

R ARARC ORI



-83-

The tables below summarize the maturity profile of the Group’s financial assets used to manage
liquidity risk of the Group as at December 31, 2013 and 2012.

Less Than  Three (3) to
Three (3) Twelve (12) Mare Than
2013 On Demand Months Months One(l) Year Total
- - Cash-and cash equivalents
Cash on hand and with ]
banks P4,981,843 B~ B- B P4,981,843
Short-term cash '
investments 5,252,493 - - - 5,252,493
Tradeand other receivables .
: Tride 499,028 74,857 22,042 32,491 628,418
; Receivable from CBNC 50,049 - - - 50,049
' Amounts owed by related
parties 9,212 — - - 9,212
Ofthers 74,483 2,729 154 11,250 88,616
AFS financial assets .
Qusted debt securities 1,318,364 - - - 1,318,364
Quoted equity securities 201,830 - - - 201,830
Unguoted equity securities 918,744 - - — 918,744
Othernoncurrent assets '
: MRF 125,467 - - - 125,467
Cash heid in escrow 65,118 - - - 65,118
i Long-term negotiable :
! instruments - - - 30,000 30,000
SDMP fund 16,999 - - - 16,999
P13,513,630 B77,586 P22,196 B73,741  P13,687,153
Less Than  Three (3) to
Three (3} Twelve (12} More Than
2012 On Demand Months Months  One (1) Year Total
Cash wna cash equivalents
Cash on hand and with
binks B637,617 B P B P637,617
Short-term cash investments 8,625,834 - - - 8,625,834
Tradeend other receivables
Trede 229,199 306,631 - - 535,830
Recwivable from CBNC 73,429 - - - 73,429
Amounts owed by related
parties 14,251 - - - 14,251
Notes receivable 76,273 - - - 76,278
Others 116,072 2,883 - - 118,955
! AFS financial assets
i ) Quoted debt securities 1,020,750 - - - 1,020,750
i Unguoted equity securities 918,744 - - - 918,744
Quuted equity securities 188,544 - - - 188,544
: Other roncurrent assets
g m e s MR 134288 — - ~- 134,288
e e Catthelddinescron— 64,228 = SIS S vy ). S
Long-term negotiable
| instruments - - - 30,000 30,000
f SDMP fund 2,563 - - - 2,563
! B12,101,797 P309,514 P 230,000 PI12441,311
MarketRisk

‘Marketrisk 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
changeas a result of changes in foreign currency exchanges rates, commodity prices, interest
rates, equity prices and other market changes.

SR



[

Ly

-84-

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 Grup’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
US$ Peso US$ Peso
Amount Equivalent Amount Equivalent
Firncial assets;
Cash and cash equivalents $59,395 P2,636,863 $14956 P613,924
Trade and other receivables 11,526 538,074 13,449 552,075
AFS financial assets 17,063 757,510 10,302 422 897

$87,984 P3,932,447 $38,707 P1,588,896

-Fimancial liabilities: _

Trale and other payables $1,434 P63,422 $1,230 B50,503

Long-term debt 34,657 1,538,598 37,498 1,539,289
: $36,091 P1,602,020 $38,728 P1,589,792

The exchange rate used for conversion of US$1.00 to peso equivalent was P44.40 and £41.05 as at
Decemtber 31, 2013 and 2012, respectively.

The semsitivity 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 liabilities) as at December 31, 2013 and 2012
follows:

—

Peso (Strengthens) Sensitivity to
Weakens pretax income
2013 R0.70 P36,325
(0.55) (28,541)
—=IFr= T e S e e e EE o A S _(?1_‘5)- —— "
(0.75) 16

There isno other impact on the Group’s equity other than those already affecting the consolidated
statements of income.

InterestRate Risk

The Group’s exposure to the risk for changes in ma.rkct interest rate relates to AFS quoted debt
and flo#ing-rate long-term debt.

T
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Floating rate instruments expose the Group to cash flow interest rate risk, whereas, fixed interest
rate instruments expose the Group to fair 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 cari'ying amount; by maturity, of the Group’s-financial instrument
that is exposed to cash flow interest rate risk:

2013 <1 year 1-5 years >5 years Total
Floating rate (LIBOR plus 2%

spread) - long-term debt P117,469 B527,679  P893,449 P1,538,597
2012 ‘ <] year 1-5 years >5 years Total
Floating rate (LIBOR plus 2%

spread) - long-term debt B116,619 B524,701 P897,969 £1,539,289

Management believes that cash generated from operations is sufficient to pay for its obligations
under the loan agreements as they fail 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 interestrate  income before Sensitivity
J(.i I . L ! J N 3 ! [ .
December 31, 2013
Long-term debt +100 (15,386)
-100 15,386
AFS financial assets +100 (37,923)
-100 37,923
Decemnber 31, 2012 :
I Long-term debt +100 (15,393) -
:i K -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
equity 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. '

IR
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The Graup’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 is arrived using the reasonably possible change of the relevant market indices
and the specific 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 Graup considers its equity as capital. Its primary objective. in capital management is to

maintaina strong 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

economg condifions. 1o maintain or adjust the capifal structure, the Group may issue new shares
or declar dividend payments to shareholders. No changes were made in the objectives, policies
or proceses 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
equity. 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 Graup considers the following as capital:

: 2013 2012
== €Capital stock ----Pt;iﬁﬁ*‘lso——--—H—GB—QE!%————--——-————-
e Aadlmai’pald‘rmpltal s 75 | 55—
Netvaluation gains on AFS ﬁnancxal assets 99,506 . 65,199
Costof share-based payment plan 49,524 57,464
Asset revaluation surplus 33,629 34,012
Shar in cumulative translation adjustment 140,201 (136,909)
. Retined earnings:
» Appropriated 1,000,000 -
Unappropriated 9,748,905 9,725,164
Non<controlling interests 4,721,640 4,705,278

£25,211,788 B23,581,704

I
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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) B3,701,740 P3,597,513

- Equity (b) : 25,211,788 23,581,704
" Deebt-to-equity ratio {a/b) - 0.15:1 0.15:1

35.

Financdal 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 end Cash Equivalents
The carying amount of cash and cash equivalents approximates their fair value due to the
short-terrn nature and maturity of these financial instruments.

Trade md 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 Feld in Escrow, MRF, SDMP Fund and Long-term Negotiable Instrument

The carying 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
eamns interest based on long-term cash investment rate.

AFS Francial 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 Vaue 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:

) T 2013 2012

T “Tevel T~ Level2 — — Level 3~ ~“Level T TLewl 2 Teveld

‘ Financis Assets

E AFS finmcial assets

. Quoted debt securities ~ £1,318,364 P B  B1,023,750 B B
Quotd equity securities 202,047 - - 185,761 - -

Ungquited equity

i secuities - - 918,527 - - 918,527

£1,520,411 P- P918,527 R1,209,511 P- P918,527

As at December 31, 2013 and 2012, there were no transfers between Level 1 and Level 2 fair
value measurements and no transfers into and out of Level 3 fair value measurements.
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a.

36. Significant Agreements

Thoughput Agreement with THNC
OnOctober 4, 2010, TMC and THNC, a Phlhppme corporatlon executed a Throughput
Ageement wherein TMC will construct the pier facilities within the TSEZ pursuant to its role

as Developer. The TSEZ is locatéd within thé Surigac Mineral Reservation, an area declared

formineral development pursuant to Proclamation 391, under the supervision of the
Department of Environment and Natural Resources (DENR) that issued an “Order to Use
Ofthore Area” dated September 20, 2010 to TMC for the use of such portion of the Surigao
Mireral Reservation for the construction of the pier facilities. In relation to this, THNC
entred into a Registration Agreement with the Philippine Export Zone Authority (PEZA) to
comtruct and operate a mineral processing plant within the TSEZ as an Ecozone Export
Enterprise.

Unier the agreement, TMC will make available the pier facilities and provide certain services
to THNC in consideration for usage fees and service fees to be paid by the latter starting

Apil 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 a monthly basis.

Prior to the commencement date, THNC may also request TMC to use any part of the

counstructed Pier Facilities, which is ready for use, upon payment of reasonable compensation
which shall be mutuaily agreed by TMC and THNC.

Thoughput Ag;_[eement with CBNC

Unier the agreement, CBNC shall pay RTN the price which consists of all its direct costs for
thepier facilities which includes but not limited to, financial costs, maintenance costs and tax
as vell as indirect costs directly used for the pier facilities and the services as agreed by the
paries, 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
Ageement 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.

Menorandum of Understanding (MOU)

OnSeptember 14, 2009, the Parent Company and TMC entered into a MOU with SMM.
Punuant to the terms thereof, the Parent Company and SMM will move ahead on a joint
vernture basis to build a nickel-cobalt processing plant (the Project) using the HPAL
technology adjacent to TMC’s mine in Surigao del Norte, while TMC will supply low-grade

fiicel ofe 1o the plamt over the tife of the Project—Theestimated costof the Project is——————~——

T2 biliton whiclris Turtherincreased tob 1. 55 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

toms 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.

Folowing the MOU is the Taganito HPAL Stockholders Agreement (the A greement) entered
inty by the Parent Company, SMM and Mitsui, on September 15, 2010 stating that the Project
wil be undertaken by THNC, a company that will be jointly owned by the Company, SMM
andMitsui 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.
(AR ERAIEETEAGR IE0RI0e
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Italso 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 pro_]ect
‘o investment that will be undertaken by THNC.

[j Asat 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 fee.

On October 4, 2013, the Parent Company, SMM and Mitsui agreed to extend another loan of
U5$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. Sa}es Agreements

Nickel Ore Sale Agreement with PAMCO and Sojitz (see Note 3 laj
Nickel Ore Supply and Service Agreement with CBNC (see Note 31a)
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 is generally the volume of expected delivery within a few months. Sale of ore
to Chinese customers amounted to B7.4 billion, 7.4 billion and B7.8 billion for the years
ended December 3 I, 2013, 2012 amd 2011, Tespectively.

Materials Handling Agreement with THNC (see Note 31a)

e. Mining Agreements
MPSA

RIN
! On June 4, 1998, the Philippine Government (the Government) approved the conversion of

b RTN’s Mining Lease Contracts under the old mining regime into an MPSA with the

e 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

— - ~-neewmng-990—hestafesnm-theMumc:pahty-oﬁBatmaza,-&ouﬂ;em—P-alawan-Islmd.—Unch e

: o | iak&emphaneeeemﬂeate;howevﬁ;}Mecmmﬂhﬁenﬁaehﬁfem
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 (PCSD).

—

On April 28, 2005, RTN and the Government entered into 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
l - and used at the Coral Bay HPAL plant.

8 | I
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Under both MPSAs, RTN pays a two percent (2%) excise tax on gross revenues as provided in
thePhilippine National International Revenue Code as the Government’s share in its output.
Boh MPSAs are valid for twenty five (25) 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. '

OnlJune 20, 2003, RTN submitted an Application for MPSA covering previously approved
Mining Lease Contracts over an area of 4,274 hectares within the Municipalities of Bataraza
andRizal, Most of the contract area is within the core zone and the application is pending. On
May 30, 2008, the PCSD issued 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
ares. The reclassification was approved by the Municipal Development Council of the
Municipality of Bataraza on November 18, 2009, and subsequently approved by the Provincial
Bourd on January 5, 2010. The processing of the Application for MPSA by the MGB is
comequently under way. '

HMC
Tagana-an Nickel Project

- Onluly 25, 2008, the Government approved the conversion of HMC’s Mining Lease Contract
intoan MPSA, which allows HMC to explore, develop and continue mining operations for
niclel 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%) royalty on gross revenues, as the Contract Area is
within the Surigao Mineral Reservation. The MPSA is valid for twenty-five (25) years from
isstance and renewable at the option of HMC, with approval from the Govemment.

Maenicani Nickel Project ‘

OnAugust 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 Isfand, Municipality of Guian, Eastern Samar. Under the MPSA, HMC shall pay
theGovernment a two percent (2%) excise tax, a one percent (1%) royalty and ten percent
{10%) of its net revenues, defined 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
renetwable at the option of HMC, with approval from the Government.

OnAugust 2, 2004, the Regional Panel of Arbitrators of the MGB recommended the
camcellation 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-HIVIC is-currently-not-condueting-mining-eperations-in- Menieant—Mm 0 ————

Onluly 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
alrady executed between HMC and SNMRC.
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T™C

On July 28, 2008 the Government approved the conversion of TMC’s Operatmg 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,
increasing 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 Surigao 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 A greement 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 thereof once issued.

The Operating Agreement specifies a royalty to La Salle of five percent (5%) for nicke! ore
and R10.00 per metric ton for limestone. 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 twenty five 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-XII-SMR covering 6,980.75 hectares in the Municipality 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 nicke] ore and
P10.00 per metric ton for limestone. Upon signing of the Agreement, TMC made an advance
of $1.0 million and P6.3 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 pert cent \J /n)’l oy uuy,—as*the-eontraeh‘trehs*wﬁhm-ﬂie—Suﬂgae%neml-Resewaaen—-—-——-——«——-—~— -

TheMPSA-is-validfo y=-rveZ ; B sHance-HdTenewa e:gptlgn:g a— e

Kepha, with approval from the Govemment There were drilling actrvrties 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 in the Municipality 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

I 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 Ludgoron, with approval from the Government.

Under the Operating A greement, TMC shall pay Ludgoron a royalty of five percent (5%).

- Upen 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) years. In 2009, an additional advances against royalties amounting to
P10.0 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

OnNovember 19, 1997, CMC entered into an Operating Agreement with East Coast, the
holder of an MPSA with the Government issued on November 19, 1997 covering a Contract
Area of 697.05 hectares in the Municipality of Cagdianao, Dinagat Islands. The Operating
Agreement allows CMC to explore, develop and mine nickel ore and obligesit to comply with
theterms of the MPSA.

Under the MPSA, CMC pays the Government a two percent (2%) excise tax and a five percent
_ (5%) 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 for a period of ten
(10Q)years. In consideration, East Coast was paid £100.0 miliion upon signing of the
extension, and B100.0 rnillion as advances against future royalties, repayable over a ten-year
period at arate 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
Marh 12, 2012, wherein East Coast and CMC rnutually 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 agreernent to reduce for one-year
period the marketing and royalty 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 210.0 million per year to
B3.6million and £6.4 million in 2013 and 2014, respectively.

e e e e w——il:heeemmmﬁen-ex-pense-relﬂted{e—Ew—Geast—that—is—repeﬁed—under—marketmgmeunted{o—-~ mmmm——n

BOA

CMC holds MPSA 241-2007-XIII-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 Cagdlanao 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.

f. Loan Guarantee/Substitution Agreement

RN .

Under a loan guarantee service agreement dated October 22, 2002 between RTN and SMM,
the latter agreed to satisfy RTN’s CBNC loan obligations in consideration of the payment by
RTN to SMM of an annual fee equal to one percent (1%) of the relevant outstanding 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 0.9 million, £1.3 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 15, 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
guarantee/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
alsoequal 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'
Agreement. ‘

s ————"Tig |0an guarantee service fee amounted1o 2033 million-B82-Fmill -
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} year PSA. Under

the terms of the PSA, the Company has agreed to construct, operate, and maintain a ten (10)
megawatts bunker-fired diesel power station under build-operate-transfer scheme and to
supply electricity to SURNECO. :
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Participation and Shareholder’s Agreement
In May 2011, NAC and SMM signed a Part1c1pat10n and Shareholders Agreement contammg

terms of SMM s expected equity participation in CExCI. Under the terms of the Agreement,
SMM 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
fifieen percent (15%) equity which would brmg its total equity in CExCI to forty percent

- (40%).

Muketing A greement with Mitsubishi Corporation
RIN, 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 collectmg, studymg and analyzing the
market information related to nickel ore, iron ore, nickel pig iron, and stainless steel;

b} 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 monitor 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 RN, TMC, HMC
and CMC based on the total amount of revenue on free-on-board price stated in the invoices
issved by RTN, TMC, HMC and CMC to each customer.

QOther Agreements
Registration with PEZA
OnDecember 21, 2009, Presidential Proclamation No. 1966 was issued creating and

estiblishing the 630-hectare area sifuafed 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 is
entilled to certain incentives in accordance with the provisions of RA No. 7916, otherwise
known as “the Special Economic Zone Act of 1995”, as amended. The proposed nickel-cobalt
prosessing plant using the HPAL technology will be located within the TMC’s mine site in
Surigao del Norte.

OnJanuary 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

andexemptton—fm-aﬂ-natmna:{-md{ocal—taxes-an&-l teenses-exceptreal-property-taxes-on-ltand-—---- -
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thereof TMC shail pay ﬁve percent (5%) final tax on gross income. . The certification s -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
areaof 7.5 hectares located at Barangay Taganito, municipality of Claver, Province of Surigao
delNorte, for inclusion to the existing TSEZ,

L T
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OnJanuary 23, 2013, PEZA issued a Letter of Authority No. 13-0426 allowing TMC to
™ allecate one (1) hectare lot within the TSEZ located at Barangay Taganito, Claver,
Sungao del Norte as relocation site for the residents along Hayanggabon River, Barangay
Hayanggabon, Claver, Surigao del Norte.

- - Board of Investments (BOI} Certification

IR . 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,

Lo Properties and Services made by V AT-registered Suppliers to BOI registered Manufacturers-
' Exporters with 100% Export Sales”. The certifications are valid from January 1 to
Deiember 31, 2013 and renewable annually, unless sooner revoked by the BOI Governing
Board.

Lease Agreement with THNC

OnOctober 31, 2013, TMC and THNC executed a lease agreement wherein TMC will lease
theland within the TSEZ to the lessee. The TSEZ leased area of approximately 675 hectares
locsted at Barangays Taganito and Hayanggabon, Claver, Surigao del Norte. The duration of
thelease agreement shall be a period of twenty (20) years starting January 1,2013, however,
rental rate shall be annually agreed by both parties.

B Lewse Contract with the DENR

‘ TNC 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 constructed
pemanent improvements appropriate for the wharf to facilitate the barging of mine ore to
customers’ vessels. Under the terms of the Iease, if TMC uses or aftempts to Use the premises
forother 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)
OnDecember 8, 2009, TMC and NCIP entered into a Joint Undertaking, which confirmed that
a one percent (1%} royalty on annual gross revenues of TMC is payable to the Mamanwa
' Tribe pursuant to a Memorandum of Agreement dated July 18, 2006 between TMC, the NCIP
j andthe Tribe and a Certificate of Ancestral Domain Title issued to the Tribe, within which
' area TMC’s mining operation is located. :

- 37 Eventsafter the Reporting Perivd e e

Amendment of Articles of Incorporation
- On March 24, 2014, the Parent Company’s BOD approved the amendment of its Articles of
Lo Incorporation to reflect the change in its principal office address to NAC Tower 32nd Street,
Bonifatio Global City, Taguig, subject to the approval of the Parent Company’s stockholders in

P June 2014,

Increase in Authorized Capital Stock
L‘ ‘ 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
R1.00 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 £0.30 per share, to stockholders of record as at April 10, 2014, which will be paid on

May 8,204,

On March 20, 2014, HMC’s BOD declared cash dividends amounting to £1,034.2 million,
equivalent to 2.00 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
y approved the property dividend declaration of RTN.

ESOP

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 wiil
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, from 2014 to 2019, and annual vesting rate

5 ol twenfy-Tive percent (Z5%) of the entiflement shares. The furstvesting date s 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
B251.9 million and £335.6 million in 2013 and 2012, respectively.

39. Business Segment Information

The Group’s operating businesses are organized and managed separately accordmg to the nature

] of the products and services provided, with each segment representing a sategic bUsiess unit

that Olfé_ﬁlfﬁ:rcn‘[ products afid serves different markets.

! The mining segment is engaged in the mining and exploration of nickel saprolite and limonite ore
and limestone.

! ‘ The services segment is engaged in the chartering out of LCT, construction and rendering of
Lo servicesto CBNC and THNC.
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The Group has revenues from external customers as follows:

Cauntry of Domicile 2013 2012 2011
China ' R7,376,742 7,356,918 R7,815,248
Japan 1,462,481 2,403,673 2,405,951
Local 2,270,306 1,846,316 2,473,507

111,109,529 - B11,606,907 - R12,694,706

The revenue information above 1Is based on the location of the customer,

Revenue from two key customers amounted to £5,257.2 million, 25,128.0 million and
P5,8223 million in 2013, 2012 and 2011, respectively, arising from sale of ores.

40. Reclasifications

Certain2012 and 2011 consolidated financial statement accounts have been reclassified to
conforn to the 2013 consolidated financial statements presentation.
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SyCip Gorres Velayo & Co.  Tel: (632) 891 0307 BOA/PRC Reg. No. 0001,

SGV 8760 Ayala Avenue Fax: (832) 819 0872 December 28, 2012, valld until December 31, 2015
12268 Makatl City ey.com/ph SEC Accreditation No. 0012-FR-3 (Group A),
Building a better Philippines November 15, 2042, vafid until November 16, 2015

working worid

INDEPENDENT AUDITORS’ REPORT
ON SUPPLEMENTARY SCHEDULES

The Stockholders and the Board of Directors
Nicke!l Asia Corporation and Subsidiaries
NAC Tower

32nd Street, Bonifacio Global City

Taguig

We have audited in accordance with Philippine Standards on Auditing, the consolidated financial

. _statements of Nickel Asia Corporation and Subsidiaries as at December 31, 2013 and 2012 and for

*“each of the three years in the period ended December 31, 2013, included in this Form 17-A, and have
issued our report thereon dated March 24, 2014, Our audits were made for the purpose of forming an
opinion on the basic financial statements taken as a whole. The schedules listed in the Index to the
Consolidated Financial Statements and Supplementary Schedules are the responsibility of the Parent
Company’s management. These schedules are presented for purposes of complying with Securities
Regulation Code Rule 68, As Amended (2011) and are not part of the basic financial statements.
These schedules have been subjected to the auditing procedures applied in the audit of the basic
financial stalements and, in our opinion, fairly state, in all material respects, the information required
to be set forth therein in relation to the basic financial statements taken as a whole. :

SYCIP GORRES VELAYO & CO.

¢lranon A

Eleancre A.Layug

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 I'T, 2012; valid until January 10,2015 ' T - -

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

March 24, 2014

(RN CETAR MU

A member fim of Emst & Young Globe! Limited



5 NICKEL ASIA CORPORATION

SUPPLEMENTARY SCHEDULES
FOR THE YEARS ENDED DECEMBER 31, 2013

Schedule

. Reconciliation of Retained Earnings Available for Dividend Declaration I

Schedule of All Effective Standards and Interpretations Under the PFRS I

Supplementary Schedules under Annex 68 - E III
" A. Financial Assets

B. Amaunts Receivable from Directors, Officers, Employees, Related
Parties, and Principal Stockholders (Other than Affiliates)

C. Amaounts Receivable from Related Parties which are Eliminated during
the Consolidated Financial Statements

D. Intangible Assets - Other Assets
E. Long-Term Debt

F. Indebtedness to Affiliates and Related Parties
(Log-Term Loans from Related Companies)

i~ .
G—Guanantees-of-Securities-of Other Issuers

H. Capital Stock

A Map Showing the Relationships Between and Among the Company and its
Ultimate Parent Company, Middle Parent, Subsidiaries, Co-Subsidiaries '
and Associates v

Schedule Showing Financial Soundness v

- | | o O RREG



SCHEDULE I
NICKEL ASIA CORPORATION

RECONCILIATION OF RETAINED EARNINGS AVAILABLE FOR

- DIVIDEND DECLARATION

) PURSUANT TO SEC MEMORANDUM CIRCULAR NO.11

L ' DECEMBER 31, 2013

Unappropriated retained earnings as at December 31, 2012, as reflected in
audited financial statements

Unrealized foreign exchange gain - net except those
attributable to cash and cash equivalents

Unappropriated retained Earnings, as adjusted to available for dividend
distribution, beginning :

Add: Net income actually earned/realized during'the period
Net income during the period closed to Retained Eamings 1,880,323,559

Less: Non-actwal/unrealized income net of tax
. Equity in net income of associate/joint venture -
[.3 Unrealized foreign exchange gain - net (except those
attributable to cash and cash equivalents) -
Unrealized actuarial gain -
Fairvalue adjustment (mark-to-market gains) -
Fairvalue adjustment of investment property resulting to gain -
Adjustment due to deviation from PFRS/GAAP — gain -~
Other unrealized gains or adjustments to the retained earnings as a

B5,812,499,120

(10,123,574)

5,802,375,546

Tesult of certain transactons accounted forumder PFRS

Subtotal 1,880,323,559

Add: Noractual losses
Remeasurement loss on pension liability (after tax) 13,181,862
Degpreciation on revaluation increment (after tax) -
Adjistment due to deviation from PFRS/GAAP ~ loss -
Loss on fair value adjustment of investment property (after tax) -
Stock option expense for the period 7,118,788

Subtotal 20,300,650

Net income actually earned during the period

1,900,624,209

Add (Less):
Dividend declarations during the period (957,672,236)
Appropriations of retained eamings {T;000,000;000)

Revrsals 6f appropriations
Effects of prior period adjustments ) -
Tressury shares -

Subtotal -
TOTAL RETAINED EARNINGS, END
AVAILABLE FOR DIVIDEND DISTRIBUTION

(1,957,672,236)

P5,745,327,519

’ IR



SCHEDULE II

NICKEL ASIA CORPORATION AND SUBSIDIARIES
TABULAR SCHEDULE OF EFFECTIVE STANDARDS
AND INTERPRETATIONS UNDER THE PFRS
PURSUANT TO SRC RULE 68, AS AMENDED

DECEMBER 31, 2013

I List of Philippine Financial Reporting Standards (PFRSs) [which consist of PFRSs, Philippine
Accounting Standards (PASs) and Philippine Interpretations] effective as at December 31, 2013:

Framework for the Preparation and Presentation of
Financial Statements

Conceptual Framework Phase A: Objectives and
qualitative characteristics

PFRSs Practice Statement Management Commentary

Philippine Financial Reporting Standards

PFRS 1
(Revised)

St

First-time Adoption of Philippine Financial
Reporting Standards

Amendments to PFRS 1 and PAS 27: Cost
of an Investment in a Subsidiary, Jointly
Controlled Entity or Associate

Amendments to PFRS 1: Additional

h w) 43 £ FipettimaA-d +
hAUlllpnuua [AVI N AN T SRR R L&Y JTUUPL\'.IO

Amendment to PFRS 1: Limited
Exemption from Comparative PFRS 7
Disclosures for First-time Adopters

Amendments to PFRS 1: Severe
Hyperinflation and Removal of Fixed Date
for First-time Adopters

Amendments to PFRS 1; Government
Loans '

co PFRS 2

Share-based Payment

Amendments to PFRS 2: Vesting
Conditions and Cancellations

Amendments to PFRS 2: Group Cash-

seftled Share-based Payment Transactions

PFRS 3
(Revised)

Business Combinations

PFRS 4

Insurance Contracts

Amendments to PAS 39 and PFRS 4:
Financial Guarantee Contracts

PFRS 5

Non-current Assets Held for Sale and
Discontinued Operations

(Forward)

MO SRR
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‘| Resources

Exploration for and Euatin of Mineral

Finan¢ial Instruments; Disclosures

Amendments to PAS 39 and PFRS 7:
Reclassification of Financial Assets

Amendments to PAS 39 and PFRS 7:
Reclassification of Financial Assets -
Effective Date and Transition

Amendments to PFRS 7: Improving
Disclosures about Financial Instruments

. Amendments to PFRS 7; Disclosures -

Transfers of Financial Assets

Amendments to PFRS 7: Disclosures —
Offsetting Financial Assets and Financial
Liabilities

Amendments to PFRS 7. Mandatory
Effective Date of PFRS 9 and Transition
Disclosures

PFRS 8

Operating Segments

PFRS 9

Financial Instruments

Not early adopted

Amendments to PFRS 9: Mandatory

Effective Date of PFRS 2 and Transition
Disclosures

Not early adopted

PFRS 10

Consolidated Financial Statements

PFRS 11

Joint Arrangements

PFRS 12

Disclosure of Interests in Other Entities

PFRS 13

Fair Value Measurement

N RN ENEN

Philippine Accounting Standards

PAS 1
(Revised)

Presentation of Financial Statements

“

Amendment to PAS 1: Capital Disclosures

<

Amendments to PAS 32 and PAS 1:

Amendments to PAS 1: Presentation of
Items of Other Comprehensive Income

PAS 2

Inventories

PAS 7

Statement of Cash Flows

PAS 8

Accounting Policies, Changes in

(Forward)

Accounting Estimates and Errors

AR



- PAS 10 Events after the Reporting Date v
: J|PAS 1l ' |Construction Contracts v
PAS 12 Income Taxes v
Amendment to PAS 12 - Deferred Tax: v
Recovery of Underlying Assets
PAS 16 Property, Plant and Equipment v
PAS 17 Leases v
PAS 18 Revenue v
' PAS 19 Employee Benefits v
' Amendments to PAS 19: Actuarial Gains 7
and Losses, Group Plans and Disclosures
PAS 19 v
{Amended) | Employee Benefits
Cy PAS 20 Accounting for Government Grants and v
o Disclosure of Government Assistance
PAS 21 The Effects of Changes in Foreign v
" | Exchange Rates .
Amendment: Net Investment in a Foreign v,
Operation
PAS 23 v
(Revised) |Borrowing Costs
PAS 24 v
{Revised) |Related Party Disclosures
PAS 26 Accounting and Reporting by Retirement v
Benefit Plans
PAS 27 Consolidated and Separate Financial v
Statements
6 PAS 27 , Y
) (Amended) | Separate Financial Statements
PAS28 Investments in Associates v
e ————{PAS- 28— Hnvestments-in-Associates-and-Joint 7
e Amrendel)—Yentures
PAS 29 Financial Reporting in Hyperinflationary v
: Economies )
- PAS 31 Interests in Joint Ventures v
(Forward)

(RN FRALIR R
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Financial Instruments: Disclosure and
Presentation

Amendments to PAS 32 and PAS 1:
Puttable Financial Instruments and
Obligations Arising on Liquidation

Amendment to PAS 32: Classification of
Rights Issues

Amendments to PAS 32: Offsetting
Financial Assets and Financial Liabilities

PAS 33

Eamings per Share

&

PAS 34

Interim Financial Reporting

PAS 36

Impairment of Assets

PAS 37

Provisions, Contingent Liabilities and
Contingent Assets

PAS 38

Intangible Assets

PAS 39

Financial Instruments: Recognition and
Measurement

SN BENE EN

Amendments to PAS 39: Transition and
Initial Recognition of Financial Assets and
Financial Liabilities

.

Amendments to PAS 397 Cash Flow Hedge
Accounting of Forecast Intragroup
Transactions

Amendments to PAS 39: The Fair Value
Option

Amendments to PAS 39 and PFRS 4:
Financial Guarantee Contracts

Amendments to PAS 39 and PFRS 7:
Reclassification of Financial Assets

Amendments to PAS 39 and PFRS 7:
Reclassification of Financial Assets —
Effective Date and Transition

Amendintents to Philippine Imerpretation

IFRICSand PAS 39 Embedded
Derivatives .

Amendment to PAS 39; Eligible Hedged
Items

PAS 40

Investment Property

PAS 41

Agriculture

{Forward)

TG A



PhilippineInterpretations

3 -
’} JIFRIC 1 . ..|Changes in Existing Decommissioning, -
! Restoration and Similar Liabilities
i IFRIC 2 Members® Share in Co-operative Entities v
‘ and Similar Instruments
IFRIC 4 Determining Whether an Arrangement
Contains a Lease
IFRIC 5 Rights to Interests arising from
Decommissioning, Restoration and
Environmental Rehabilitation Funds
IFRIC 6 Liabilities arising from Participating in a
Specific Market - Waste Electrical and v
Electronic Equipment
IFRIC 7 Applying the Restatement Approach under
PAS 29 Financial Reporting in v
: Hyperinflationary Economies
i IFRIC 9 Reassessment of Embedded Derivatives v
Amendments to Philippine Interpretation
IFRIC-9 and PAS 39: Embedded Y
Derivatives
IFRIC 10 Interim Financial Reporting and v
. Trpairment
" IFRIC 11 PFRS 2- Group and Treasury Share v
Transactions
; IFRIC 12  {Service Concession Arrangements v
IFRIC 13  |Customer Loyalty Programmes v
, IFRIC 14  |The Limit on a Defined Benefit Asset,
L Minimum Funding Requirements and their
Interaction ,
i Amendments to Philippine Interpretations
L IFRIC- 14, Prepayments of a Minimum
Funding Requirement
IFRIC 16 Hedges of a Net Investment in a Foreign y
: Operation )
IFRIC 17 Distributions of Neon-cash Assets to v
‘, Owners
IFRIC 18 |Transfers of Assets from Customers v
: IFRIC 19 |Extinguishing Financial Liabilities with v
; Equity Instruments
' IFRIC 20 |Stripping Costs in the Production Phase of
' a Surface Mine
(Forward)

L



SIC-7 Introduction of the Euro v -
“TSIC-10 | Government Assistance - No Specific v
' Relation to Operating Activities
SIC-12 Consolidation - Special Purpose Entities Ve
Amendment to SIC - 12: Scope of SIC 12 v
SIC-13 Jointly Controlled Entities - Non- v
Monetary Contributions by Venturers
SIC-15 Operating Leases - Incentives v
SIC-25 Income Taxes - Changes in the Tax Status v
, of an Entity or its Shareholders
SIC-27 Evaluating the Substance of Transactions
Involving the Legal Form of a Lease
SIC-29 Service Concession Arrangements: e
Disclosures,
SIC-31 Revenue - Barter Transactions Involving v
Advertising Services
SI1C-32 Intangible Assets - Web Site Costs v

The Group has not early adopted any PFRSs, PAS and Philippine Interpretations effective
January 1, 2014 onwards,

O
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; NICKEL ASIA CORPORATION AND SUBSIDIARIES ‘
. Schedule F. Indebtedness to Affiliates and Related Parties (Long-term Loans from
Related Companies)
December 31, 2013
" Beginning - Ending
Name of Affiliate Balance Balance
In Thousands
Long-term Debt
Sumitomo Meal Mining Co. Ltd. 8210,295 28179,001
Taganito HP AL Nickel Corporation 1,328,994 1,359,596
Deferred Income
Taganito HP AL Nickel Corporation 79,609 75,419
P1,618,898 21,614,016 -
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SCHEDULE V

NICKEL ASIA CORPORATION AND SUBSIDIARIES
SCHEDULE SHOWING FINANCIAL SOUNDNESS

3
| PURSUANT TO SRC RULE 68, AS AMENDED
' ‘ DECEMBER 31 2013
i
o .
- : 2013 2012
. . Current/liquidity ratios
b Current ratio 11,15 10.54
Quick ratio - 9.59 8.97
I Cash ratio 7.82 7.26
! Cash conversion cycle 139.98 146.48
' . Sovency ratio/Debt-to-équity ratio
i Solvency ratio 1.04
Debt-to-equity ratio 0.15
; » . Asset-to-equity ratios 1.15 1.15
—
) - Interest rate coverage ratio 281.22 276.03
; '{_ .
S . Profitability ratios
Net profit margin analysis 23% 27%
Retum on assets 9% 11%
Retum on equity 10% 13%
Retum on capital emp]oyed 9% 12%
[
P
b

B
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NICKEL ASIA CORPORATION
17-Q Quarterly Report
September 30, 2014

PART I - FINANCIAL INFORMATION

Item A. Financial Statements

The Unaudited Interim Consolidated Financial Statements as at September 30, 2014 and for the
nine-month period ended September 30, 2014 and 2013 (with Comparative Audited Statement

of Financial Position as at December 31, 2013) are hereto attached.

The following tables set forth the summary financial information for the nine-month period

ended September 30, 2014 and 2013 and as of September 30, 2014 and December 31, 2013:

Summary Consolidated Statements of Income

For the Three Months Ended For the Nine Months Ended

September 30 September 30
2014 2013 2014 2013
(In thousand pesos) (In thousand pesos)

Revenues 11,807,742 3,813,317 21,146,032 8,197,023
Cost and expenses (3,918,729) (2,268,719) (8,175,024) (5,477,138)
Finance income 44,532 37,203 800,974 128,337
Finance expenses (32,928) (32,903) (109,095) (85,338)
Equity in net income (losses) of
an associate 110,342 (9,640) 401,930 (114,018)
Other income - net 368,809 246,917 466,594 399,024
Provision for income tax - net (2,295,757) (446,559) (3,829,253) (815,226)
Netincome 6,084,011 1,339,616 10,702,158 2,232,664
Net income attributable to:

Equity holders of the Parent 4,881,914 1,104,156 8,181,545 1,739,764

Non-controlling interests 1,202,097 235,460 2,520,613 492,900

6,084,011 1,339,616 10,702,158 2,232,664

Summary Consolidated Statements of Financial Position

September 30, December 31,
2014 2013 Increase Percent
(Unaudited) (Audited) (Decrease) Inc (Dec)

(In Thousand Pesos)

Current assets 24,600,543 14,601,036 9,999,507 68.5%
Noncurrent assets 15,491,920 14,312,492 1,179,428 8.2%
Total assets 40,092,463 28,913,528 11,178,935  38.7%
Current liabilities 3,955,085 1,308,963 2,646,122  202.2%
Noncurrent liabilities 2,270,514 2,392,777 (122,263) -5.1%
Equity attributable to

equity holders of the Parent 28,075,426 20,490,148 7,585,278  37.0%
Non-controlling interests 5,791,438 4,721,640 1,069,798  22.7%
Total liabilities and equity 40,092,463 28,913,528 11,178,935 38.7%

1|Page



NICKEL ASIA CORPORATION
17-Q Quarterly Report
September 30, 2014

Summary Consolidated Statements of Cash Flows

For the Three Months Ended For the Nine Months Ended
September 30 September 30
2014 2013 2014 2013
(In Thousand Pesos) (In Thousand Pesos)

Net cash flows generated from (used in):

Operating activities 8,303,016 1,873,969 10,776,689 3,001,628

Investing activities (1,427,833) (149,881) (2,603,295) (1,550,230)

Financing activities (512,795) (503,912) (2,232,764) (1,254,188)
Netincrease in cash

and cash equivalents 6,362,388 1,220,176 5,940,630 197,210
Cash and cash equivalents, beginning 9,812,578 8,240,485 10,234,336 9,263,451
Cash and cash equivalents, end 16,174,966 9,460,661 16,174,966 9,460,661

Item B. Management's Discussion and Analysis of Financial Condition and Results of
Operations

Results of Operations

The following discussion and analysis is based on the unaudited interim consolidated financial
statements for the nine months ended September 30, 2014 and 2013, prepared in conformity
with Philippine Accounting Standards 34, Interim Financial Reporting and included herein, and
should be read in conjunction with those unaudited interim consolidated financial
statements.

Nine months ended September 30, 2014 compared with nine months ended
September 30, 2013

Revenues

Our total revenues were B21,146.0 million for the nine months ended September 30, 2014 as
compared to £8,197.0 million for the nine months ended September 30, 2013, an increase of
P12,949.0 million or 158%.

Sale of ore

We sold an aggregate 14,256.3 thousand wet metric tonnes (“WMT”) of nickel ore in the nine
months ended September 30, 2014, an increase of 38% compared to 10,317.5 thousand WMT of
nickel ore in the nine months ended September 30, 2013. Our sales in the nine months of 2014
included 1,559.1 thousand WMT of saprolite ore to Japanese customers, 7,153.3 thousand WMT
of saprolite and limonite ore to our Chinese customers, 159.4 thousand WMT of limonite ore to
an Australian customer and 5,384.5 thousand WMT of limonite ore to Coral Bay Nickel
Corporation (“CBNC”) and Taganito HPAL Nickel Corporation (“THNC”), compared to sales of
885.9 thousand WMT, 6,616.7 thousand WMT, nil and 2,814.9 thousand WMT, respectively, for
the same period last year.

The growth in shipment volumes was largely the result of increased ore deliveries to the HPAL
plants, in particular to the Taganito HPAL facility, now on its first full year of commercial
operations. The said plant was still in its pre-operating stage during the same period last year.
As a result, total ore deliveries to the two HPAL plants reached 5,384.5 thousand WMT in 2014

2|Page



NICKEL ASIA CORPORATION
17-Q Quarterly Report
September 30, 2014

compared to 2,814.9 thousand WMT in 2013. The direct exports of ore likewise contributed to
our higher shipments, increasing from 7,502.7 thousand WMT in 2013 to 8,871.8 thousand WMT
in 2014.

Our revenue from sale of nickel ore was £20,638.6 million for the nine months of 2014
compared to B7,767.6 million in the same period last year, an increase of 212,871.0 million or
166%. The effect of the Indonesian ore export ban has led to a rapid surge in ore prices to
Chinese customers, significantly higher than the increase experienced in London Metal Exchange
(LME) prices. As a result, ore sales to our Japanese customers, whose selling price has been
traditionally linked to LME prices, are now benchmarked to China prices on the basis of a
negotiated price per WMT of ore starting April of this year. The average price received for ore
sales to Japanese and Chinese customers totaling 8,712.5 thousand WMT of both saprolite and
limonite ore during the nine months of the year amounted to $46.72 per WMT. This compares to
an average $20.96 per WMT for the same period last year on a total of 7,502.7 thousand WMT of
ore sold. The pricing of shipments to Japanese customers for the comparable period last year
and the first quarter of this year, which were then correlated to the LME, were converted to the
equivalent US dollar per WMT for comparison purposes.

With respect to low-grade limonite ore sold to both the Coral Bay and Taganito plants, which
remain linked to LME prices, we realized an average of $7.87 per pound of payable nickel on
5,384.5 thousand WMT sold during the nine months of 2014. This compares to an average price
of $6.89 per pound of payable nickel on 2,814.9 thousand WMT sold during the same period last
year.

We own 60% of Rio Tuba Nickel Mining Corporation (“RTN”), which owns and operates the Rio
Tuba mining operations. RTN’s revenue from sale of nickel ore was 5,201.1 million for the nine
months of 2014 compared to B2,383.5 million for the nine months of 2013, an increase of
P2,817.6 million or 118%. RTN sold an aggregate 4,559.8 thousand WMT of nickel ore in the
nine months of 2014 compared to an aggregate 4,464.5 thousand WMT of nickel ore sold in the
same period last year. The volume of saprolite ore sold to Japanese customers increased by
493.2 thousand WMT or 189% and the volume of saprolite and limonite ore sold to Chinese
customers decreased by 460.5 thousand WMT or 28%. Further, the volume of limonite ore sold
to CBNC increased by 62.5 thousand WMT or 2%.

RTN'’s revenue from sale of limestone ore was B220.6 million for the nine months of 2014, as
compared to R95.5 million in the same period last year, an increase of 125.1 million or 131%.
A total of 293.5 thousand WMT of limestone ore was delivered to CBNC this period compared to
141.8 thousand WMT in the same period last year. In 2013, most of CBNC’s requirement for
limestone ore was acquired from another supplier and this caused the lower limestone ore
delivery last period. In addition, one of CBNC'’s plants had undergone maintenance shutdown in
2013.
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We own 65% of Taganito Mining Corporation (“TMC”), which owns and operates the Taganito
mining operations. TMC’s operations became the largest and accounted for 41% of total
shipments during the nine months of the year. TMC’s revenue from sale of nickel ore was
P7,911.3 million for the nine months ended September 30, 2014 as compared to P2,150.3
million for the nine months ended September 30, 2013, an increase of 5,761.0 million, or 268%.
TMC sold an aggregate 5,792.5 thousand WMT of nickel ore in the nine months of this year as
compared to an aggregate 2,490.9 thousand WMT of nickel ore in the same period last year. The
volume of saprolite ore sold to Japanese customers increased by 210.0 thousand WMT or 53%
and the volume of saprolite and limonite ore sold to Chinese customers increased by 584.4
thousand WMT or 32%. Further, TMC was able to deliver 2,778.8 thousand WMT of limonite ore
to the new plant in 2014 whereas there was only 271.6 thousand WMT in 2013.

We own 100% of CMC, which owns and operates the Cagdianao mining operations. CMC'’s
revenue from sale of nickel ore was £3,004.0 million for the nine months ended September 30,
2014 as compared to 2521.7 million for the nine months ended September 30, 2013, an increase
of B2,482.3 million, or 476%. CMC sold an aggregate 1,139.7 thousand WMT of nickel ore in the
nine months of this year as compared to an aggregate 674.9 thousand WMT of nickel ore in the
same period last year. Significant increase in sales revenue of CMC was mainly the result of
favorable nickel price and higher volume of shipments in 2014 compared to 2013.

We own 100% of HMC, which owns and operates the Taganaan mining operations. HMC’s
revenue from sale of nickel ore was P4,301.7 million for the nine months ended September 30,
2014 as compared to B2,616.6 million for the nine months ended September 30, 2013, an
increase of 21,685.1 million, or 64%. In the nine months of this year, HMC managed to sell an
aggregate 2,764.4 thousand WMT of saprolite and limonite ore to Chinese customers compared
to 2,657.1 thousand WMT in the same period last year. HMC posted higher revenue in the
current period due to favorable nickel price.

Services and Others

Our revenue from services and others was B507.5 million for the nine months of 2014 compared
to P429.4 million for the nine months of 2013, an increase of 278.1 million, or 18%. Services
revenue largely consists of payments made to us in consideration for hauling, manpower and
other ancillary services that RTN and TMC provides to CBNC and THNC, respectively, and usage
fee charged by TMC to THNC for the use of its pier facility. The main reason for the sudden
increase in our revenues from services and others in 2014 was due to the increase in materials
handling services provided by TMC to THNC, being the latter’s first full year of commercial
operations whereas in 2013, Taganito HPAL facility was still in its pre-operating stage.

Costs and Expenses

Our costs and expenses amounted to £8,175.0 million for the nine months ended September 30,
2014 compared to B5,477.1 million for the nine months ended September 30, 2013, an increase
of P2,697.9 million, or 49%.

Cost of Sales

For the nine months of 2014, our cost of sales was B4,165.2 million compared to £3,282.0
million in the same period last year, an increase of B883.2 million, or 27%. The movement in
cost of sales was attributable to the net effect of increase in production overhead from £1,509.9
million to P1,950.4 million, outside services from B709.3 million to £893.5 million, and
depreciation and depletion from B608.2 million to 723.6 million. The increase in cost of sales
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was highly attributable to the increase in shipment volumes by 38% in 2014 compared to the
same period last year.

Cost of Services

Cost of services was B277.7 million for the nine months ended September 30, 2014 compared to
P243.6 million for the nine months ended September 30, 2013, an increase of B34.1 million, or
14%. Costs of services largely consist of the cost of hauling, providing manpower and other
ancillary services by RTN and TMC to CBNC and THNC, respectively, plus the costs of
maintaining the pier facility used by THNC. The surge in cost of services arises mainly from the
166% increase in volume handled for materials handling services rendered by TMC to THNC in
the nine months of 2014. In the same period last year, the volume handled was only minimal.

Shipping and Loading

Shipping and loading costs were B1,502.0 million for the nine months ended September 30,
2014 compared to 21,024.5 million in the same comparable period last year, an increase of
B477.5 million, or 47%. Aside from the 18% increase in volume of our direct export of ores to
Japan, China and Australia, the increment in shipping and loading costs was also brought by
additional barges hired/contracted due to dry-docking of three tugboats of RTN, repair of one
LCT of TMC and dry-docking of two LCTs of HMC.

Marketing

Marketing costs were B144.5 million and B33.6 million for the nine months ended

September 30, 2014 and 2013, respectively. Basically, the increase in marketing cost was due to
higher commission paid by CMC, which is based on a certain percentage of its sales revenue, to
its claim owner.

Excise Taxes and Royalties

Our excise taxes and royalties were £1,504.1 million for the nine months of 2014 compared to
BP474.2 million for the same period last year, an increase of £1,029.9 million, or 217%. The
increase in excise taxes and royalties was attributable to the growth in our sales revenue this
period as compared to the same period last year, particularly from TMC and CMC.

General and Administrative

General and administrative expenses were B581.5 million for the nine months of 2014
compared to B419.1 million for the nine months of 2013, an increase of B162.4 million, or 39%.
The increase in taxes and licenses by 79.2 million and donations by B35.9 million caused the
significant increase in the account. The increment in taxes and licenses pertains to the fringe
benefit tax on stock option exercised during the period. In nine months of 2014, a total of 8.8
million shares were exercised as compared to only 1.9 million shares in 2013. In addition, the
benefit given in 2014 was higher because the Company’s stock price at exercise dates ranges
from P17.02 to P44.90 in 2014 compared to B21.25 to B27.75 in 2013. Moreover, donations
amounting to 231.5 million were given to the victims of super typhoon in Guiuan, Eastern Samar.
The donations were used in the delivery of relief goods and building and reconstruction of
houses. Aside from that, donations amounting to 3.5 million were also given to the Philippine
General Hospital for the renovation of the wards.
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Finance Income

Our finance income was 2801.0 million for the nine months of 2014 compared to B128.3
million in the same comparable period last year, an increase of 672.7 million, or 524%. The
significant increase in finance income pertains mainly to the one-time, non-cash gain on
revaluation by RTN of its investment in CBNC that was subsequently declared as property
dividend to the parent company.

Finance Expense

Our finance expense was 109.1 million for the nine months of 2014 compared to B85.3 million
in the same comparable period last year, an increase of 23.8 million, or 28%. Basically, the
movement in our finance expense arises from the increase in our loan guarantee service fee,
which moved from B77.1 million to 2102.9 million, due to additional loan drawn by THNC.

Equity in Net Income (Losses) of an Associate

Our equity in net income or loss of THNC was 2401.9 million income and 2114.0 million loss for
the nine months of 2014 and 2013, respectively. The result of THNC’s operations for the nine
months ended September 30, 2014 and 2013 was a net income of US$40.0 million and a net loss
of US$12.0 million, respectively.

Other Income - Net

Our other income - net for the nine months ended September 30, 2014 was P466.6 million
compared to B399.0 million in the same comparable period last year, an increase of B67.6
million, or 17%. The significant increase in our other income - net was brought mainly by the
movement in foreign exchange gains from 214.2 million to 2204.7 million for the nine months of
2013 and 2014, respectively. In both periods, the Group was in net foreign currency
denominated asset position but the average value of peso to dollar in 2014 of B44.26 was higher
compared to B42.05 in 2013, thus the increase in foreign exchange gains. In addition, the
increase in reversal of allowance for impairment losses from B18.7 million to 128.9 million also
contributed to higher other income - net in the current period. However, the increase was
partially offset by the decrease in dividend income and gain on sale of property and equipment
and investment property. In 2013, CBNC paid dividends of 260.5 million and the Group sold its
condominium units at a gain of 2222.0 million and none of these happened in 2014.

Provision for (Benefit from) Income Tax
Net provision for income tax was £3,829.3 million for the three quarters of 2014 compared to
P815.2 million for the three quarters of 2013, an increase of 23,014.1 million, or 370%.

Current

Our current provision for income tax for the nine months of 2014 was B3,733.1 million
compared to B882.8 million for the nine months of 2013, an increase of B2,850.3 million, or
323% due to increase in our sales revenue.

Deferred

Our provision for deferred income tax for the nine months of 2014 was 96.1 million compared
to a benefit from deferred income tax of B67.6 million in the same period last year, an increase in
provision for deferred income tax of B163.7 million, or 242%. The provision for deferred income
tax for the three quarters of 2014 was higher compared to the same period last year due to the
following: 1) HMC’s reversal of allowance for impairment losses with tax effect of 238.6 million;
2) CMC’s application of its excess minimum corporate income tax against income tax due
amounting to 19.8 million and de-recognition of its deferred income tax asset on allowance for
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impairment losses on advances for future royalties amounting to 4.9 million due to allowance
written-off; 3) tax effect of the parent company’s application of net operating loss carry-over
against its taxable income of B42.8 million. In 2013 the parent company was in net taxable loss
position with deferred tax effect of P48.5 million; and 4) deferred tax effect of net unrealized
foreign exchange gains of 243.3 million.

Net Income

As a result of the foregoing, our net income was £10,702.2 million for the nine months ended
September 30, 2014 compared to B2,232.7 million for the same period last year. Net of non-
controlling interests, our net income was £8,181.5 million in 2014 compared to £1,739.8 million
in the same period last year.

Our core income, which was net of non-controlling interest and one-time, non-cash gain on
revaluation of investment in CBNC, was B7,765.0 million and P1,739.8 million for the nine
months ended September 30, 2014 and 2013, respectively.

Statement of Financial Position

As at September 30, 2014, total assets increased to £40,092.5 million from £28,913.5 million as
of the end of 2013. Current assets increased to 24,600.5 million from £14,601.0 million mainly
because of the increase in cash and cash equivalents from P10,234.3 million to P16,175.0
million; and trade and other receivables from £839.4 million to £3,076.3 million as a result of
the increase in sales revenue for the period. In addition, AFS financial assets increased from
P1,257.4 million to £2,559.4 million due to additional investment in various debt and equity
securities.

The increase in noncurrent assets from 214,312.5 million to 15,491.9 million was brought
mainly by the higher fair value of CBNC shares as compared to its cost. The fair value of CBNC
shares, as recognized in the books of the Parent Company, amounted to 21,418.7 million while
its cost amounted to B724.4 million only. The said shares were declared by RTN as property
dividend to the Parent Company. In addition, investment in THNC increased from B4,112.1
million to 24,563.0 million due to favorable results of THNC’s operations for the nine months
ended September 30, 2014 as compared to year-end 2013.

Total current liabilities increased to 23,955.1 million as at September 30, 2014 from B1,309.0
million as at December 31, 2013 due to income taxes payable, which increased from B263.4
million to P2,172.6 million, and trade and other payables, which increased from B928.1 million
to P1,663.7 million. Total noncurrent liabilities decreased to 2,270.5 million as at

September 30, 2014 from B2,392.8 million as at December 31, 2013 due to payments of long-
term debt amounting to B78.4 million and payments of rehabilitation cost amounting to £9.5
million. Deferred income tax liabilities also decreased from B486.2 million to 2439.0 million.

Our equity net of non-controlling interests as at September 30, 2014 increased to £28,075.4
million from 20,490.1 million as of year-end 2013, due to net earnings for the period.

Statement of Cash Flows

The net cash from operating activities amounted to £10,776.7 million for the nine months ended
September 30, 2014 compared to 3,001.6 million for the same period last year. Basically, the
movement pertains to higher cash generated from operations as a result of the significant
increase in sales revenue in the current period.
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Net cash used in investing activities for the nine months ended September 30, 2014 and 2013
amounted to B2,603.3 million and B1,550.2 million, respectively. In 2014, acquisitions of
additional AFS financial assets, mostly investments in funds or money market instruments, were
higher by B1,041.6 million as compared to 2013.

For the nine months ended September 30, 2014 and 2013, the net cash used in financing
activities amounting to B2,232.8 million and £1,254.2 million, respectively, arises mainly from

payments of cash dividends.

As at September 30, 2014 and 2013, cash and cash equivalents amounted to £16,175.0 million
and £9,460.7 million, respectively.

Top Five (5) Key Performance Indicators

LME price
Our products are mainly classified into three: 1)high-grade saprolite; 2) middle-grade saprolite;

and 3) limonite (low nickel/high iron). We typically sell high- and middle-grade saprolite ore to
our Japanese customers, particularly Pacific Metals Co., Ltd. (“PAMCO”) and Sumitomo Metal
Mining Co. Inc. (“SMM”) under long-term agreements. For our Chinese customers, we market
middle-grade saprolite and limonite ore on annual basis. We are also the exclusive supplier of
limonite ore, also under a long-term agreement, to the Coral Bay HPAL facility and Taganito
HPAL facility. The price of high- and middle-grade saprolite and limonite ore sold to Japan and
China is based on China spot market price. As to high- and middle-grade saprolite, the price is
closely correlated to LME Ni price, while limonite ore is closely correlated to international iron
ore price index.

Nickel prices have historically exhibited considerable volatility. Nickel prices climbed from as
low as US$4.25 per pound in March 2009 to a high of US$13.17 per pound in February 2011. The
average LME nickel prices per pound for the nine months of 2014 and 2013 were US$7.81 and
US$6.97, respectively.

The sensitivity of our revenues to LME nickel prices is not completely linear, because, in our
experience, when nickel prices reach certain levels, the demand for our limonite ore increases.
As a result of this effect, very high nickel prices have, in the past, resulted in increased volumes
of nickel ore sold, as well as increased prices for our recurring sales of saprolite ore to PAMCO
and limonite ore to the Coral Bay HPAL facility under long-term contracts. Increases and
decreases in the LME nickel price will have a broadly proportional effect on our revenues from
these sales.

Volume

The volume of saprolite ore that we sell largely depends on the grade of saprolite ore that we
mine. The volume of limonite ore that we sell to our customers in China largely depends on the
demand for nickel pig iron (“NPI”) and carbon steel in China. Our sales of high-grade saprolite
ore are mainly to PAMCO, who purchases our high-grade saprolite ore that we are able to extract
and ship at any given time. With respect to our middle-grade saprolite and limonite ore, in
periods when we are able to extract more ore than we are able to ship, we generally continue
our mining operations and stockpile such ore for sale when demand improves or when prices
rise to more attractive levels. As stated above, the volume of our middle-grade saprolite ore and
limonite ore sales to our Chinese customers is based on China spot market prices. In addition to
sales of nickel ore to PAMCO, SMM and our customers in China, we sell limonite ore from our Rio
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Tuba mine to the Coral Bay HPAL facility, in which we have a minority interest, and from our
Taganito mine to the Taganito HPAL facility, in which we have a 22.5% equity interest. CBNC
purchases an amount of limonite ore from us sufficient to meet its ore requirements. The Coral
Bay HPAL facility has an annual capacity of 23,000 tonnes. The Taganito HPAL facility has an
annual capacity of 30,000 tons of contained nickel over an estimated 30-year Project life.

The type and grade of ore that we mine

We realize higher sales prices for our saprolite ore than for our limonite ore. Accordingly, the
type and grade (which is a factor of nickel content) of the ore that we mine affects our revenues
from year to year. The quantity of saprolite ore that we mine annually depends on the customer
demand and the availability of such ore at our mine sites. The mix between high-and middle-
grade saprolite ore at our mine sites coupled with our long-term mining plan determines the
quantities of each that we extract on an annual basis. The quantity of limonite ore that we mine
on an annual basis depends on the amount of such ore that needs to be removed in order to
extract the saprolite ore, as well as market demand.

Mine Site Cash Cost per Volume Sold

The mine site cash cost per volume of ore sold provides a cost profile for each operating mine
and allows us to measure and compare operating performance as well as changes in per unit
costs from year to year.

The mine site cash cost includes production and shipping and loading costs incurred by the
Company in mining, handling and barging ore to customer’s vessels, and excludes excise taxes
and royalties.

The average mine site cash cost per volume sold for the nine months of 2014 was 329.93 per
WMT on the basis of aggregate cash costs of 4,800.5 million. This compares to 2342.43 per
WMT during the same period in 2013 on the basis of aggregate cash costs of 23,581.5 million.

Currency exchange rates

We earn substantially all of our revenues in US$ while most of our expenses are paid in peso.
The appreciation of the peso against the US$ effectively reduces our revenue without a
corresponding reduction in our expenses and can result in a reduction in our net income. In
addition, because a portion of our cash and cash equivalents and other portfolio investments are
denominated in US$, the appreciation of the peso against the US$ reduces the value of these
assets in peso terms in our financial statements. Our current policy is not to hedge our exposure
to foreign currency exchange risk.

The Group’s average realized peso-to-dollar rates for the nine-month period ended
September 30, 2014 and 2013 are B43.90 and B42.52, respectively.
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Liquidity and Capital Resources

As of September 30, 2014 and December 31, 2013, our principal source of liquidity was cash
from our operations. We incurred long-term debt to finance the construction of our Rio Tuba
and Taganito pier facilities. We receive income from CBNC and THNC under throughput
agreements whereby amounts are payable by CBNC and THNC to RTN and TMC, respectively, for
the use of the pier facilities. The revenues that we receive from CBNC and THNC under the
throughput agreements have typically been sufficient to service our long-term debt.

As of September 30, 2014 and December 31, 2013, our working capital, defined as the difference
between our current assets and current liabilities, was B20.6 billion and B13.3 billion,
respectively. We expect to meet our working capital, capital expenditure and investment
requirements from the cash flow coming from our operations and as well as debt that we have
incurred to finance the construction of pier facilities at our Rio Tuba and Taganito properties.
We may also from time to time seek other sources of funding, which may include debt or equity
financings, depending on our financing needs and market conditions.

Qualitative and Quantitative Disclosures about Market Risk

Commodity Price Risk

The price of nickel is subject to fluctuations due to factors such as government policies, changes
in global demand and global production of similar and competitive mineral products. We are
exposed to commodity price risk based on fluctuations in the price of nickel on the LME and/or
international iron ore price index. The price of high- and middle-grade saprolite ore sold to
japan and China is closely correlated to LME nickel price, while limonite ore is closely correlated
to international iron ore price index. The amounts payable under the contracts that govern our
limonite ore sales to CBNC and THNC are based upon payable nickel delivered with the nickel
ore. This payable nickel is priced using an average of LME spot prices over the period at which
the nickel ore was delivered. To mitigate the impact of such price movements, the Company may
opt to enter into commodity put option contracts.

Foreign Currency Risk

Our foreign currency risk results primarily from movements of the peso against the U.S. dollar
and results primarily from the transaction exposure associated with transactions in currencies
other than Peso. Such exposure arises from cash and cash equivalents, AFS financial assets, long-
term debt and sales of beneficiated nickel ore denominated in US$. Because almost all of our
revenues are earned in US$ while most of our expenses are paid in Peso, appreciation of the peso
against the US$ effectively reduces our revenue without a corresponding reduction in our
expenses and can result in a reduction in our net income. In addition, because a portion of our
cash and cash equivalents, AFS financial assets and long-term debt are denominated in USS$, the
appreciation of the peso against the US$ reduces the value of our total assets and liabilities in
peso terms in our consolidated financial statements. We are not currently a party to any foreign
currency swap agreements and our policy is not to hedge foreign currency exchange risk.

To mitigate the effect of foreign currency risk, the Company will seek to accelerate the collection
of foreign currency-denominated receivables and the settlement of foreign-currency
denominated payables, whenever practicable. Also, foreign exchange movements are monitored
on a daily basis.
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Equity Price Risk

Equity price risk is the risk to earnings or capital arising from changes in stock prices relating to
the quoted equity securities that we own. Qur exposure to equity price risk relates primarily to
our AFS financial assets in various stocks of listed companies.

The Company’s policy is to maintain the risk to an acceptable level. Movement in share price
and market value of the assets are monitored regularly to determine impact on our financial

position.

Off-balance sheet arrangements
We have not entered into any off-balance sheet transactions or obligations (including contingent

obligations), or other relationships with unconsolidated entities or other persons.

PART II - FINANCIAL SOUNDNESS INDICATORS

Please refer to the attached schedule.
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2014 2013

A. Liquidity analysis ratios

Current ratio or working capital ratio 6.22 8.96

Quick ratio 5.51 7.43

Solvency ratio 6.44 7.31
B. Financial leverage ratios

Debt ratio 0.16 0.14

Debt-to-equity ratio 0.18 0.16

Interest coverage ratio 112.35 29.72

Asset-to-equity ratio 1.18 1.16
C. Profitability ratios

Gross profit margin 79% 57%

Net profit margin 51% 27%

Return on assets 27% 8%

Return on equity 32% 9%
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INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

SEPTEMBER 30, 2014

(With Comparative Audited Figures as at December 31, 2013)

(Amounts in Thousands)

September 30,

December 31,

2014 2013
(Unaudited) (Audited)
ASSETS
Current Assets
Cash and cash equivalents (Note 4) R16,174,966 P10,234,336
Trade and other receivables (Note 5) 3,076,261 839,449
Inventories (Notes 6 and 10) 2,310,681 2,044,469
Available-for-sale (AFS) financial assets (Note 7) 2,559,383 1,257,370
Prepayments and other current assets 479,252 225,412
Total Current Assets 24,600,543 14,601,036
Noncurrent Assets
AFS financial assets (Note 7) 1,933,773 1,181,568
Property and equipment (Note 8) 6,789,803 6,585,752
Investment property 29,000 29,000
Investment in an associate (Note 9) 4,562,973 4,112,126
Long-term stock pile inventory - net of current portion (Note 10) 816,349 981,463
Deferred income tax assets - net 174,644 344,443
Other noncurrent assets (Note 4) 1,185,378 1,078,140
Total Noncurrent Assets 15,491,920 14,312,492
TOTAL ASSETS P40,092,463 P28,913,528
LIABILITIES AND EQUITY
Current Liabilities
Trade and other payables (Note 11) P1,663,709 928,113
Income tax payable 2,172,637 263,381
Current portion of long-term debt (Note 12) 118,739 117,469
Total Current Liabilities 3,955,085 1,308,963
Noncurrent Liabilities
Long-term debt - net of current portion (Note 12) 1,357,020 1,421,128
Deferred income tax liabilities - net 439,046 486,228
Deferred income - net of current portion 72,276 75,419
Provision for mine rehabilitation and decommissioning (Note 13) 123,628 130,927
Pension liability 278,544 279,075
Total Noncurrent Liabilities 2,270,514 2,392,777
Equity Attributable to Equity Holders of the Parent
Capital stock (Note 14) 1,271,200 1,266,780
Additional paid-in capital 8,240,675 8,151,603
Other components of equity:
Cost of share-based payment plan (Note 15) 23,088 49,524
Net valuation gains on AFS financial assets (Note 7) 149,885 99,506
Share in cumulative translation adjustment (Note 9) 184,226 140,201
Asset revaluation surplus 33,342 33,629
Retained earnings
Unappropriated 17,173,010 9,748,905
Appropriated (Note 14) 1,000,000 1,000,000
28,075,426 20,490,148
Non-controlling Interests 5,791,438 4,721,640
Total Equity 33,866,864 25,211,788
TOTAL LIABILITIES AND EQUITY P40,092,463 P28,913,528

See accompanying Notes to Consolidated Financial Statements.

1|Page



NICKEL ASIA CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF INCOME
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2014 AND 2013

(Amounts in Thousands, Except Earnings per Share)

2014 2013
(Unaudited)
REVENUES (Note 27)
Sale of ore P11,634,474 P3,624,310
Services and others 173,268 189,007
11,807,742 3,813,317
COSTS AND EXPENSES
Cost of sales (Note 17) 1,836,684 1,256,718
Cost of services (Note 18) 88,808 113,301
Excise taxes and royalties (Note 20) 950,136 252,986
Shipping and loading costs (Note 19) 756,430 487,033
General and administrative (Note 21) 197,099 137,243
Marketing 89,572 21,438
3,918,729 2,268,719
FINANCE INCOME (Note 24) 44,532 37,203
FINANCE EXPENSES (Note 25) (32,928) (32,903)
EQUITY IN NET INCOME (LOSSES) OF AN ASSOCIATE
(Note 9) 110,342 (9,640)
OTHER INCOME - Net (Note 26) 368,809 246,917
INCOME BEFORE INCOME TAX 8,379,768 1,786,175
PROVISION FOR (BENEFIT FROM) INCOME TAX
(Note 28)
Current 2,175,810 473,410
Deferred 119,947 (26,851)
2,295,757 446,559
NET INCOME P6,084,011 P1,339,616
Net income attributable to:
Equity holders of the parent P4,881,914 P1,104,156
Non-controlling interests 1,202,097 235,460
P6,084,011 P1,339,616
Earnings per share:
Basic P1.93 R0.44
Diluted P1.92 P0.44

See accompanying Notes to Consolidated Financial Statements.
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INTERIM CONSOLIDATED STATEMENTS OF INCOME
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2014 AND 2013

(Amounts in Thousands, Except Earnings per Share)

2014 2013
(Unaudited)
REVENUES (Note 27)
Sale of ore P20,638,554 R7,767,577
Services and others 507,478 429,446
21,146,032 8,197,023
COSTS AND EXPENSES
Cost of sales (Note 17) 4,165,197 3,281,999
Cost of services (Note 18) 277,723 243,634
Excise taxes and royalties (Note 20) 1,504,124 474,190
Shipping and loading costs (Note 19) 1,501,963 1,024,549
General and administrative (Note 21) 581,524 419,148
Marketing 144,493 33,618
8,175,024 5,477,138
FINANCE INCOME (Note 24) 800,974 128,337
FINANCE EXPENSES (Note 25) (109,095) (85,338)
EQUITY IN NET INCOME (LOSSES) OF AN ASSOCIATE
(Note 9) 401,930 (114,018)
OTHER INCOME - Net (Note 26) 466,594 399,024
INCOME BEFORE INCOME TAX 14,531,411 3,047,890
PROVISION FOR (BENEFIT FROM) INCOME TAX
(Note 28)
Current 3,733,119 882,788
Deferred 96,134 (67,562)
3,829,253 815,226
NET INCOME P10,702,158 P2,232,664
Net income attributable to:
Equity holders of the parent P8,181,545 P1,739,764
Non-controlling interests 2,520,613 492,900
P10,702,158 P2,232,664
Earnings per share (Note 16):
Basic B3.24 P0.69
Diluted B3.22 P0.69

See accompanying Notes to Consolidated Financial Statements.
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INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2014 AND 2013

(Amounts in Thousands)

2014 2013
(Unaudited)
NET INCOME P10,702,158 P2,232,664
OTHER COMPREHENSIVE INCOME (LOSS)
Other comprehensive income to be reclassified to
consolidated statements of income in subsequent
periods:
Share in translation adjustment of an associate 44,025 208,431
Net valuation gains on AFS financial assets 50,379 27,968
Net other comprehensive income to be reclassified to
consolidated statements of income in subsequent
periods 94,404 236,399
Other comprehensive loss not to be reclassified to
consolidated statements of income in subsequent
periods:
Asset revaluation surplus (287) (287)
TOTAL OTHER COMPREHENSIVE INCOME - NET OF
TAX 94,117 236,112
TOTAL COMPREHENSIVE INCOME - NET OF TAX P10,796,275 P2,468,776
Total comprehensive income attributable to:
Equity holders of the parent B8,275,662 P1,975,876
Non-controlling interests 2,520,613 492,900
P10,796,275 P2,468,776

See accompanying Notes to Consolidated Financial Statements.
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INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2014 AND 2013

(Amounts in Thousands)

Equity Attributable to Equity Holders of the Parent

Net
Valuation
Cost of Share- Gains Share in
based on AFS Cumulative
Capital Additional Payment Financial Translation Asset Retained Earnings
Stock Paid-in Plan Assets Adjustment  Revaluation Appropriated Non-controlling
(Note 14) Capital (Note 15) (Note 7) (Note 9) Surplus Unappropriated (Note 14) Total Interests Total

Balances at December 31, 2013 P1,266,780 P8,151,603 P49,524 £99,506 P140,201 P33,629 P9,748,905 £1,000,000 P20,490,148 P4,721,640 P25,211,788
Net income - - - - - - 8,181,545 - 8,181,545 2,520,613 10,702,158
Other comprehensive income (loss) - - - 50,379 44,025 (287) - - 94,117 - 94,117
Total comprehensive income (loss) - - - 50,379 44,025 (287) 8,181,545 - 8,275,662 2,520,613 10,796,275
Exercise of stock options (Note 15) 4,420 89,072 (29,845) - - - - - 63,647 - 63,647
Cost of share-based payment

(Note 15) - - 3,409 - - - - - 3,409 - 3,409
Cash dividends - P0.30 per common

share (Note 14) - - - - - - (757,727) - (757,727) - (757,727)
Asset revaluation surplus transferred to

retained earnings - - - - - - 287 - 287 - 287
Share of non-controlling interest in cash

dividends of a subsidiary - - - - - - - - = (1,450,815) (1,450,815)
Balances at September 30, 2014

(Unaudited) P1,271,200 P8,240,675 23,088 P149,885 P184,226 PB33,342 P17,173,010 P1,000,000 P28,075,426 P5,791,438  P33,866,864
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Net
Valuation
Cost of Share- Gains Share in
Additional based on AFS Cumulative Asset
Capital Paid-in Payment Financial Translation =~ Revaluation Retained Non-controlling
Stock Capital Plan Assets Adjustment Surplus Earnings Total Interests Total

Balances at December 31, 2012, as

previously stated P1,013,938 P8,117,558 B57,464 B65,199 (B136,909) B34,012 B9,737,447 P18,888,709 BP4,712,116  B23,600,825
Effect of adoption of Revised Philippine

Accounting Standards (PAS) 19 - - - - - - (12,283) (12,283) (6,838) (19,121)
Balances at December 31, 2012,

as restated 1,013,938 8,117,558 57,464 65,199 (136,909) 34,012 9,725,164 18,876,426 4,705,278 23,581,704
Netincome - - - - - - 1,739,764 1,739,764 492,900 2,232,664
Other comprehensive income (loss) - - - 27,968 208,431 (287) - 236,112 - 236,112
Total comprehensive income (loss) - - - 27,968 208,431 (287) 1,739,764 1,975,876 492,900 2,468,776
Exercise of stock options 926 34,045 (18,309) - - - - 16,662 - 16,662
Cost of share-based payment - - 9,556 - - - - 9,556 - 9,556
Cash dividends - £0.35 per common

share (Note 14) - - - - - - (705,252) (705,252) - (705,252)
Stock dividends (Note 14) 251,916 - - - - - (251,916) - - -
Share of non-controlling interest in cash

dividends of a subsidiary - - - - - - - - (480,000) (480,000)
Asset revaluation surplus transferred to

retained earnings - - - - - - 287 287 - 287
Balances at September 30, 2013

(Unaudited) P1,266,780 P8,151,603 P48,711 P93,167 R71,522 P33,725 P10,508,047 B20,173,555 P4,718,178 P24,891,733

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

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2014 AND 2013

(Amounts in Thousands)

2014 2013
(Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax P14,531,411 3,047,890
Adjustments for:
Depreciation and depletion (Note 23) 1,015,663 931,132
Gain on revaluation of AFS financial asset (Note 24) (694,312) -
Equity in net losses (income) of an associate (Note 9) (401,930) 114,018
Interest income (Note 24) (106,662) (124,008)
Interest expense (Notes 12, 18 and 25) 27,625 29,081
Unrealized foreign exchange losses - net 13,990 90,173
Gain on sale of property and equipment and investment property
(Note 26) (7,670) (221,960)
Dividend income (Note 26) (5,538) (61,313)
Cost of share-based payment plan (Notes 15 and 22) 3,409 9,556
Accretion interest on provision for mine rehabilitation and
decommissioning (Notes 13 and 25) 2,177 1,503
Movements in pension liability (531) 30,752
Loss (gain) on transfer from equity to profit or loss of AFS financial
assets - net (Notes 24 and 25) 39 (4,329)
Operating income before working capital changes 14,377,671 3,842,495
Decrease (increase) in:
Trade and other receivables (2,232,582) (317,812)
Inventories (101,098) 22,979
Prepayments and other current assets (253,840) (81,495)
Increase in trade and other payables 730,350 135,180
Net cash generated from operations 12,520,501 3,601,347
Interest received 102,432 137,188
Income taxes paid (1,823,863) (712,381)
Interest paid (22,381) (24,526)
Net cash flows from operating activities 10,776,689 3,001,628
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of:
Property and equipment (Note 8) (1,280,941) (1,437,387)
AFS financial assets (Note 7) (1,317,537) (275,939)
Proceeds from:
Sale of property and equipment and investment property 68,897 279,015
Sale of AFS financial assets 31,129 109,397
Dividends received 5,538 61,313
Decrease in deferred income (3,143) (7,083)
Increase in other noncurrent assets (107,238) (279,546)
Net cash flows used in investing activities (2,603,295) (1,550,230)

(Forward)
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2014 2013

(Unaudited)

CASH FLOWS FROM FINANCING ACTIVITIES
Payments of:
Cash dividends

(B2,208,542) (R1,185,252)

Long-term debt (78,393) (85,598)

Rehabilitation cost (9,476) -
Proceeds from exercise of stock options 63,647 16,662
Net cash flows used in financing activities (2,232,764) (1,254,188)
NET INCREASE IN CASH AND CASH EQUIVALENTS 5,940,630 197,210
CASH AND CASH EQUIVALENTS AT JANUARY 1 10,234,336 9,263,451
CASH AND CASH EQUIVALENTS AT SEPTEMBER 30 (Note 4) P16,174,966 P9,460,661

See accompanying Notes to 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)
1. Corporate Information

Nickel Asia Corporation (NAC, Parent Company, 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 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
P15.00 per share, which is equivalent to 8.00 per share after the stock dividends

(see Note 14).

Parent Company Ownership Map

NAC

;I_/

. - . - . - ( N\
Hinatuan Mining Cagdianao Mining Taganito Mining Rio Tuba Nickel Samar Nickel Cordillera Taganito HPAL
Corporation Corporation Corporation Mining Corporation Mining Resources Exploration Co., Inc. Nickel Corporation
(HMC) (CMC) (TMC) (RTN) Corp. (SNMRC) (CExCIl) (THNC)
(100%) (100%) (65%) L (60%) ) (100%) (71.25%) (22.5%)

[ ] 33.33%

.33% 33.33% .
La Costa Shipping and ) 33.33% ° Cocrgroarl:ig ,(\‘(;CBk’\(i:C)
Lighterage Falck Exp Inc. ooy
Corporation (LCSLC) (FE) J
(100%)
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 Island, Surigao del Norte and Manicani Island,
Eastern Samar. HMC is also engaged in the chartering out of Landing Craft Transport (LCT).
The registered office address of HMC is at 29th floor NAC Tower 32nd Street, Bonifacio
Global City, Taguig.

cMcC

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.
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T™C

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.

RTN

RTN was registered with the SEC on July 15, 1965, is 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 RTN 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, Bonifacio Global City, Taguig.

LCSLC

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

SNMRC

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

CEXCI

CExCI was registered with the SEC on October 19, 1994, is 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, Bonifacio Global City, Taguig.

On August 15, 2014, the SEC approved the amendment of the Company’s Articles of

Incorporation to reflect the change in its principal office address to 28th Floor NAC Tower
32nd Street, Bonifacio Global City, Taguig City, Metro Manila.
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The interim consolidated financial statements as at September 30, 2014 and December 31,
2013 and for the nine-month period ended September 30, 2014 and 2013, were authorized
for issuance by the Parent Company’s BOD on November 10, 2014.

Basis of Preparation and Consolidation and Statement of Compliance

Basis of Preparation

The accompanying interim consolidated financial statements of the Group as at

September 30, 2014 and for the nine-month period ended September 30, 2014 and 2013
have been prepared in accordance with PAS 34, Interim Financial Reporting.

Accordingly, the unaudited interim consolidated financial statements do not include all the
information and disclosures required in the annual financial statements, and should be read
in conjunction with the Group’s annual audited consolidated financial statements as at
December 31, 2013.

Basis of Consolidation
The interim consolidated financial statements include the Parent Company and the following
subsidiaries (collectively referred to as the Group) and associate:

Country of Effective

Domicile Principal Activities Ownership
Subsidiaries
HMC Philippines Mining and Services 100.00%
CMC Philippines Mining 100.00%
SNMRC Philippines Mining 100.00%
CEXCI Philippines Mining 71.25%
LCSLC* Philippines Services 100.00%
FEI* Philippines Mining 88.00%
TMC Philippines Mining and Services 65.00%
RTN Philippines Mining and Services 60.00%
Associate
THNC Philippines Manufacturing 22.50%

*Direct and indirect ownership

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

Control is achieved when the Parent Company is exposed, or has rights, to variable returns

from its involvement with the investee and has the ability to affect those returns through its
power over the investee.
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Specifically, the Parent Company controls an investee if and only if the Parent Company has:

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

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

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

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 obtains 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
included 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 if 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.

NCI
NCI represents interest in a subsidiary that is 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 liabilities of the subsidiary;
Derecognizes the carrying amount of any non-controlling interests;

Derecognizes the cumulative translation differences recorded in equity;

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
Reclassifies the Parent Company’s share of components previously recognized in the
consolidated statement of comprehensive income to consolidated statement of income
or retained earnings, 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.
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Changes in Accounting Policies
The accounting policies adopted in the preparation of the interim condensed consolidated

financial statements are consistent with those followed in the preparation of the Group’s
annual financial statements for the year ended December 31, 2013, except for the adoption
of new standards and interpretations as at January 1, 2014, noted below:

e PAS 36, Impairment of Assets - Recoverable Amount Disclosures for Non-Financial Assets
(Amendments)
These amendments remove the unintended consequences of Philippine Financial
Reporting Standards (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 for which impairment loss has been recognized or reversed during the
period. These amendments are effective retrospectively for annual periods beginning on
or after January 1, 2014 with earlier application permitted, provided PFRS 13 is also
applied. The amendments affect disclosures only and have no impact on the Group’s
financial position or performance.

e Investment Entities (Amendments to PFRS 10, PFRS 12 and PAS 27)
These amendments are effective for annual periods beginning 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). Itis 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.

e Philippine Interpretation International Financial Reporting Interpretations Committee
(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 IFRIC 21 will have material financial impact in future consolidated
financial statements.

e 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.

o 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 in 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 re-measurements of the net defined benefit asset or liability if they are not
linked to service. Contributions that are discretionary shall be accounted for as
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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.

e 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.

Annual Improvements to PFRSs (2010-2012 cycle)
The annual improvements to PFRSs (2010-2012 cycle) 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.

o 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
financial instrument should be classified as a financial liability or as equity in accordance
with PAS 32. Contingent consideration that is 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
is not yet adopted).

The amendment shall be prospectively applied to business combinations for which the
acquisition date is on or after July 1, 2014. The Group shall consider this amendment for
future business combinations.

o PFRS 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 or performance.

14|Page



NICKEL ASIA CORPORATION
17-Q Quarterly Report
September 30, 2014

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.

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 after taking into account any
accumulated impairment losses.

b) The accumulated depreciation is eliminated against the gross carrying amount of the
asset.

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.

PAS 24, Related Party Disclosures - Key Management Personnel

The amendments clarify that an entity is 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 from 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 July 1, 2014 and are applied retrospectively. The amendments may affect
disclosures only and have no impact on the Group’s financial position or performance.

PAS 38, Intangible 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 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 amortization at the
date of revaluation is adjusted to equal the difference between the gross carrying
amount and the carrying amount of the asset after taking into account any
accumulated impairment losses.
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b) The accumulated amortization is eliminated against the gross carrying 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 PFRSs (2011-2013 cycle)
The annual improvements to PFRSs (2011-2013 cycle) contain non-urgent but necessary
amendments to the following standards:

e PFRS 1, First-time Adoption of PFRS - Meaning of “Effective PFRSs”
The amendment clarifies that an entity may choose to apply either a current standard or
a new standard that is not yet mandatory, but that permits early application, provided
either standard is 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 PFRS.

o PFRS 3, Business Combinations - Scope Exceptions for Joint Arrangements
The amendment clarifies that PFRS 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.

o 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 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 PAS 40, Investment Property

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. Work on the second phase, which relate to impairment of
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financial instruments, and the Ilimited 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 is 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 fair value either through
other comprehensive income (OCI) or profit or loss. Equity financial assets held for
trading must be measured at FVPL. For FVO liabilities designated as at FVPL using the
FVO, the amount of change in the fair value of a liability that is attributable to changes in
credit risk must be presented in OCl. 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 liability’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 liabilities.

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 only for financial items, but also for non-financial items, provided
that the risk component is separately identifiable and reliably measurable; and allowing
the time value of an option, 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 9 currently has no mandatory effective 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 IFRIC 15, Agreements 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 Financial Reporting Standards Council have deferred the
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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 is
completed. The amendment has no impact on the Group’s financial position or
performance.

After consideration of the result of the impact evaluation using the outstanding balances of
financial statements as at December 31, 2013, the Group did not early adopt any standard,
interpretation or amendment that has been issued but is not yet effective. The Group will,
however, continue to evaluate the impact of the standards, interpretations and amendments
in our financial statements for the year 2014.

Seasonality of Operations

Mining operations at the majority of the Group’s mines are suspended and are often unable
to load ore into shipping vessels during the rainy season. This seasonality results in quarter-
to-quarter volatility in the Group’s operating results with more revenue being earned and
more expenses being incurred in the second and third fiscal quarters than in the first and
fourth fiscal quarters.

Cash and Cash Equivalents

September 30, December 31,

2014 2013

(Unaudited) (Audited)

Cash on hand and with banks P4,514,689 P4,981,843
Short-term cash investments 11,660,277 5,252,493

P16,174,966 P10,234,336

Cash with banks amounting to 57.0 million and £65.1 million as at September 30, 2014 and
December 31, 2013, respectively, representing proceeds from the IPO, were deposited in
escrow and are restricted as to withdrawal for specified purpose and thus, classified as
“Other noncurrent assets”.

Trade and Other Receivables
Receivables amounting to 237.9 million and B38.9 million as at September 30, 2014 and

December 31, 2013, respectively, were impaired and fully provided for with allowance for
impairment losses.
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The aging analysis of the Group’s trade and other receivables as at September 30, 2014 and

December 31, 2013 are summarized below:

Neither
Past Due Nor Past Due But Past Due and
Impaired NotImpaired Individually
September 30, 2014 (Unaudited) (High) (30-180 days) Impaired Total
Trade and other receivables:
Trade (see Note 27) P2,477,263 P247,403 B25,123 B2,749,789
Advances to suppliers and
contractors 67,624 10,328 - 77,952
Receivable from CBNC 17,747 11,753 - 29,500
Amounts owed by related
parties (see Note 27) 114,488 - - 114,488
Others 108,684 20,971 12,775 142,430
Total P2,785,806 P290,455 P37,898 PB3,114,159
Neither
Past Due Nor  Past Due But Past Due and
Impaired NotImpaired Individually
December 31, 2013 (Audited) (High) (30-180 days) Impaired Total
Trade and other receivables:
Trade (see Note 27) 628,418 B- 26,150 654,568
Advances to suppliers and
contractors 63,154 - - 63,154
Receivable from CBNC 50,049 - - 50,049
Amounts owed by related parties
(see Note 27) 9,212 - - 9,212
Others 88,616 - 12,793 101,409
Total P839,449 P- P38,943 P878,392
Inventories

As at September 30, 2014 and December 31, 2013, inventories amounting to 2248.3 million
and B374.3 million were assessed to be impaired and were provided for with allowance. For
the nine-month period ended September 30, 2014 and 2013, the provision for inventory
losses amounted to B1.2 million and nil, respectively, and the reversal of allowance for
impairment losses on inventory amounted to B128.8 million and B18.7 million, respectively.

The cost of beneficiated nickel ore provided with allowance for inventory losses amounted
to P407.0 million and B677.2 million as at September 30, 2014 and December 31, 2013,
respectively, while the cost of materials and supplies provided with allowance for inventory
losses amounted to B321.5 million and B294.2 million as at September 30, 2014 and
December 31, 2013, respectively.

19|Page



NICKEL ASIA CORPORATION
17-Q Quarterly Report
September 30, 2014

7. AFS Financial Assets

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

During the nine-month period ended September 30, 2014 and 2013, the Group acquired
various AFS financial assets amounting to 1,317.5 million and P275.9 million, respectively,
and disposed AFS financial assets amounting to B33.3 million and £105.1 million,
respectively.

Dividend income earned from AFS financial assets amounted to B5.5 million and
£61.3 million for the nine-month period ended September 30, 2014 and 2013, respectively
(see Note 26).

8. Property and Equipment

During the nine-month period ended September 30, 2014 and 2013, the Group acquired
assets with a cost of 21,280.9 million and P1,437.4 million, respectively, including
construction in-progress.

Pier facilities (included under “Buildings and Improvements”) with a carrying value of
P122.1 million and 2150.3 million as at September 30, 2014 and December 31, 2013,
respectively, were mortgaged as collateral for the long-term debt of RTN mentioned in

Note 12.

Depreciation expense for the nine-month period ended September 30, 2014 and 2013
amounted to B1,015.7 million and B929.1 million, respectively (see Note 23).

9. Investment in an Associate

The investment in an associate pertains to the Parent Company’s 22.5% interest in THNC
with an acquisition cost of B4,443.1 million.

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 nickel/cobalt mixed sulfide. THNC started its commercial
operations in October 2013 after the construction of its manufacturing plant in Surigao del
Norte.

The net assets of THNC amounted to £19,811.5 million and 217,825.9 million as at
September 30, 2014 and December 31, 2013, respectively. The result of THNC’s operations
for the nine months ended September 30, 2014 and 2013 was a net income of

P1,786.4 million and a net loss of B506.7 million, respectively. The Parent Company’s share
in cumulative translation adjustment amounted to 184.2 million and 2140.2 million as at
September 30, 2014 and December 31, 2013, respectively, and its equity in net income or
losses of an associate amounted to 401.9 million income and 114.0 million loss for the
nine months ended September 30, 2014 and 2013, respectively.
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Long-term Stock Pile Inventory

The long-term stock pile inventory pertains to low grade ore extracted from RTN’s minesite.
This amount was not recognized in RTN’s books but was recognized by the Parent Company
when it acquired the controlling interest in RTN. The low grade ore inventory was initially
recognized and valued at fair value. The fair 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. Subsequently, this fair
value represented the cost of the long-term stock pile inventory. The fair value of the
inventory as at the date of acquisition amounted to 2,036.7 million.

A portion amounting to P188.5 million, representing the estimated costs of the long-term
stockpile inventory that will be delivered to CBNC in the next accounting period, were shown
as part of “Inventories” as at September 30, 2014 and December 31, 2013, and the cost of the
inventory delivered to CBNC for the period ended September 30, 2014 and 2013 of

P165.1 million and 125.3 million, respectively, was included as part of “Cost of sales”

(see Note 17).

The carrying value of long-term stock pile - net of current portion amounted to
£816.3 million and £981.5 million as at September 30, 2014 and December 31, 2013,
respectively.

Trade and Other Payables

Trade and other payables include amounts payable to regular suppliers, accrued expenses,
excise, withholding and other taxes payable and other payables. Trade, accrued expenses
and other payables are noninterest-bearing and are generally settled in less than thirty (30)
days’ term. Excise tax payable is settled within fifteen (15) days after the end of the quarter
when the beneficiated nickel ore and limestone ore were shipped. Royalties are paid on or
before the deadline agreed with the Mines and Geosciences Bureau or other parties.
Withholding taxes are payable ten (10) days after the end of each month. Output tax is
derived from other revenues which can be offset against input tax.

Long-term Debt

September 30, December 31,

2014 2013
(Unaudited) (Audited)
TMC P1,335,031 P1,359,597
RTN 140,728 179,000
P1,475,759 P1,538,597

Less current portion:
TMC 78,531 77,691
RTN 40,208 39,778
118,739 117,469
P1,357,020 1,421,128
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TMC Loan

On October 4, 2010, TMC entered into an Omnibus Agreement with THNC, 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 finance the construction of the pier facilities within the Taganito Special Economic
Zone. The loan shall be drawn down in one or multiple times by July 31, 2011.

Starting 2011, the interest on the loans is payable semi-annually on October 10 and April 10.
The total principal is payable in semi-annual installments of $875,000, 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
rights 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 September 30, 2014 and December 31,
2013, TMC is in compliance with the restrictions.

TMC settled 237.8 million (or US$0.9 million) of long-term debt which became due in April
2014 and 2013, respectively.

Interest expense for the nine months ended September 30, 2014 and 2013 which amounted
to P23.6 million and B25.4 million, respectively, were included in equipment operating cost
under “Cost of services” (see Note 18).

RTN Loan

On November 25, 2002, RTN entered into an Omnibus Agreement with Sumitomo Metal
Mining Co. Inc. (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%) 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 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 during February and March 2008. The
additional loan facility is payable in semi-annual installments starting 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 RTN’s rights, title, and interest over its
future receivable from CBNC under the Throughput Agreement. RTN also constituted a first
ranking mortgage on the pier facilities.
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The Omnibus Agreement provides for restrictions with respect to creation, assumption,
incurrence 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 Omnibus Agreement. Also, the Omnibus
Agreement provides for certain conditions which include, among others, maintenance and
preservation of RTN’s corporate existence, rights, privileges and licenses, prompt
submission of written notice to SMM of any and all litigations or administrative or
arbitration proceedings before any governmental authority affecting RTN. As at

September 30, 2014 and December 31, 2013, RTN is in compliance with the restrictions.

RTN settled P39.3 million (or US$0.9 million) and 247.8 million (or US$1.1 million) of long-
term debt which became due in February and August of 2014 and 2013, respectively.

Interest expense which formed part of “Finance expense” amounted to 2.8 million and
P3.7 million for the nine months ended September 30, 2014 and 2013, respectively
(see Note 25).

Provision for Mine Rehabilitation and Decommissioning

Provision for mine rehabilitation and decommissioning pertains to the estimated
decommissioning costs to be incurred 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 economic 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 reflect 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
upon future ore prices, which are inherently uncertain.

For the nine-month period ended September 30, 2014 and 2013, accretion expense
amounted to 2.2 million and B1.5 million, respectively (see Note 25).
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14. Equity

Capital Stock
The capital structure of the Parent Company as at September 30, 2014 and

December 31, 2013 is as follows:

September 30, December 31,
2014 2013
(Unaudited) (Audited)

Common stock - B0.50 par value
Authorized - 4,265,000,000 shares
Issued - 2,527,999,241 shares in 2014 and
2,519,159,345 shares in 2013 P1,264,000 P1,259,580
Preferred stock - B0.01 par value
Authorized and Issued - 720,000,000
shares 7,200 7,200
Total P1,271,200 P1,266,780

As at September 30, 2014 and December 31, 2013, the Parent Company has fifty (50) and
forty-five (45) stockholders, respectively.

As at September 30, 2014 and December 31, 2013, a total of 709,385,134 or 28% and
803,135,234 or 32%, respectively, of the outstanding common shares of the Parent Company
are registered in the name of forty-eight (48) and forty-three (43) shareholders,
respectively, while the balance of 1,818,614,107 common shares or 72% and 1,716,024,111
common shares or 68%, respectively, are lodged with the Philippine Depository and Trust
Corporation.

Dividends

On March 24, 2014, the Parent Company’s BOD declared cash dividends amounting to
B757.7 million, equivalent to B0.30 per share, to stockholders of record as at April 10, 2014
which were paid on May 8, 2014.

On April 5, 2013, the Parent Company’s BOD declared cash dividends amounting to
£705.3 million, equivalent to B0.35 per share, to stockholders of record as at April 22, 2013
which were paid on May 14, 2013.

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 R0.50 per share, to stockholders of record as at June 18, 2013 which were issued on

July 12, 2013. The stock dividends correspond to 503.8 million common shares.

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.
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15. Executive Stock Option Plan (ESOP)

On June 16, 2010, the BOD and stockholders of the Parent Company approved the Employee
Stock Option Plan (ESOP; the Plan). On December 20, 2010, the Plan was approved by the
SEC.

The basic terms and conditions of the ESOP are:

1.

2.

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

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.

The exercise price is P13.50, which is equivalent to B7.20 per share after the stock
dividends.

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

The term of the Plan shall be six (6) years 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.

The fair value of the stock options was estimated as at grant date, January 3, 2011, using the
BlackScholes-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 BP135
Expected volatility 60.34%
Option life 3.967 years
Dividend yield 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 also not necessarily
be the actual outcome.

Except for the effect of stock dividends, there have been no cancellations or modifications to
the ESOP in 2014 and 2013.
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On June 6, 2014, the BOD and stockholders of the Parent Company approved the adoption of
a new Plan for the officers of the Parent Company and its operating subsidiaries, including
the Resident Mine Managers. Directors are also eligible to participate in the Plan.

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

Number of shares
September 30, December 31,

2014 2013

(Unaudited) (Audited)

Outstanding at beginning of year 15,150,313 13,971,473
Exercised (8,839,896) (1,851,218)

Adjustment for stock dividends - 3,030,058

Outstanding at end of period 6,310,417 15,150,313

The number of shares and exercise price were adjusted for the effect of the twenty-five
percent (25%) and fifty percent (50%) stock dividends.

On September 2, 2013 and March 19, 2013, SEC approved the exemption from registration of
3,030,058 and 4,457,156 common shares, representing 25% and 50% stock dividends,
respectively, which form part of the ESOP.

Movements in the cost of share-based payment plan included in equity are as follows:

September 30, December 31,

2014 2013
(Unaudited) (Audited)
Balances at beginning of year B49,524 B57,464
Cost of share-based payment recognized as
capital upon exercise (29,845) (18,309)
Stock option expense (see Note 22) 3,409 10,369
Movements during the period (26,436) (7,940)
Balances at end of period P23,088 P49,524

Cost of share-based payments for the nine months ended September 30, 2014 and 2013
amounted to 3.4 million and B9.6 million, respectively (see Note 22).
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16. Basic Earnings Per Share

17.

Basic earnings per common share (EPS) were computed as follows:

For the nine-month period ended September 30
2014 2013
(Unaudited)

a. Netincome attributable to equity

holders of the Parent B8,181,545 P1,739,764
b. Weighted average number of common

shares issued and outstanding

(in thousands) 2,525,486 2,518,343
Basic EPS (a/b) P3.24 P0.69

Diluted EPS were computed as follows:

For the nine-month period ended September 30
2014 2013
(Unaudited)

c. Netincome attributable to equity

holders of the Parent P8,181,545 P1,739,764
d. Weighted average number of common

shares issued and outstanding

(in thousands) 2,542,361 2,529,593
Diluted EPS (a/b) P3.22 P0.69

Cost of Sales

For the nine-month period ended September 30

2014 2013
(Unaudited)
Production overhead P1,950,440 P1,509,891
Outside services 893,483 709,251
Depreciation and depletion (see Note 23) 723,580 608,194
Personnel costs (see Note 22) 548,635 456,369
Long-term stockpile inventory sold (see Note 10) 165,113 125,297
4,281,251 3,409,002
Net changes in beneficiated nickel ore and limestone ore (116,054) (127,003)

P4,165,197 B3,281,999

Outside services pertain to services offered by the contractors related to the mining
activities of the Group. These services include, but not limited to, hauling, stevedoring,
maintenance, security and blasting equipment rental.
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For the nine-month period ended September 30

2014 2013

(Unaudited)
Depreciation and depletion (see Note 23) P95,851 B95,656
Personnel costs (see Note 22) 60,251 44,131
Overhead 59,547 37,371
Equipment operating costs (see Note 12) 48,487 57,287
Outside services 13,587 9,189

B277,723 P243,634

19. Shipping and Loading Costs

For the nine-month period ended September 30

2014 2013

(Unaudited)
Contract fees P937,349 P572,809
Fuel, oil and lubricants 228,988 165,470
Depreciation and depletion (see Note 23) 94,061 118,517
Materials and supplies 84,196 52,050
Personnel costs (see Note 22) 54,025 52,780
Other services and fees 103,344 62,923

P1,501,963  P1,024,549

20. Excise Taxes and Royalties

For the nine-month period ended September 30

2014 2013

(Unaudited)
Excise taxes P412,771 P155,352
Royalties 1,091,353 318,838
P1,504,124 P474,190
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For the nine-month period ended September 30

2014 2013

(Unaudited)
Taxes and licenses P147,436 P68,208
Personnel costs (see Note 22) 137,965 152,163
Depreciation and depletion (see Note 23) 65,991 62,887
Professional fees 42,368 30,301
Donations 35,939 63
Transportation and travel 15,259 12,546
Repairs and maintenance 13,861 4,058
Outside services 13,026 10,397
Entertainment, amusement and recreation 7,479 6,178
Communications, light and water 6,453 9,213
Others 95,747 63,134
P581,524 P419,148

Other general and administrative expenses is composed of dues and subscription expense,
rentals, other service fees, materials and supplies used, bank charges, insurance expense
and other numerous transactions with minimal amounts.

Donations amounting to B31.5 million were given to the victims of super typhoon in Guiuan,
Eastern Samar which were used in the delivery of relief goods and building and
reconstruction of houses; and PB3.5 million to the Philippine General Hospital for the

renovation of wards.

Personnel Costs

For the nine-month period ended September 30

2014 2013

(Unaudited)
Salaries, wages and employee benefits BR797,467 P695,887
Cost of share-based payment plan (see Note 15) 3,409 9,556
P800,876 705,443

The amounts of personnel costs are distributed as follows:

For the nine-month period ended September 30

2014 2013

(Unaudited)
Cost of sales (see Note 17) P548,635 456,369
General and administrative (see Note 21) 137,965 152,163
Cost of services (see Note 18) 60,251 44,131
Shipping and loading costs (see Note 19) 54,025 52,780
P800,876 P705,443
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23. Depreciation and Depletion

For the nine-month period ended September 30

2014 2013

(Unaudited)
Property and equipment (see Note 8) P1,015,663 929,082
Investment property - 2,050

P1,015,663 P931,132

The amounts of depreciation and depletion expense are distributed as follows:

For the nine-month period ended September 30

2014 2013
(Unaudited)
Cost of sales (see Note 17) B723,580 608,194
Cost of services (see Note 18) 95,851 95,656
Shipping and loading costs (see Note 19) 94,061 118,517
General and administrative (see Note 21) 65,991 62,887
Others 36,180 45,878

P1,015,663 P931,132

24. Finance Income

For the nine-month period ended September 30

2014 2013
(Unaudited)
Gain on revaluation of AFS financial asset B694,312 P-
Interest income 106,662 124,008
Gain on transfer from equity to profit or loss of AFS
financial assets - 4,329

B800,974 P128,337

Gain on revaluation of AFS financial asset arises from RTN’s revaluation of its 58,749,999
shares in CBNC. The said shares were subsequently declared as property dividend to the
Parent Company.
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25. Finance Expenses

For the nine-month period ended September 30

2014 2013
(Unaudited)
Guarantee service fee 102,880 P77,060
Interest expense (see Note 12) 3,999 3,661
Accretion interest on provision for mine rehabilitation
and decommissioning (see Note 13) 2,177 1,503
Loss on transfer from equity to profit or loss of AFS
financial assets 39 -
Provision for impairment loss on trade and other
receivables - 3,114
P109,095 P85,338

26. Other Income - Net

For the nine-month period ended September 30

2014 2013
(Unaudited)
Foreign exchange gains - net P204,695 214,185
Reversals of allowance for impairment losses 128,865 18,714
Despatch 33,013 37,878
Rentals and accommodations 13,083 3,128
Issuance of fuel, oil and lubricants 10,480 6,444
Gain on sale of property and equipment and investment
property 7,670 221,960
Dividend income (see Note 7) 5,538 61,313
Other services 2,812 3,662
Provision for impairment losses (1,224) -
Others 61,662 31,740

P466,594 P399,024
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27. Related Party Transactions

Set out below are the Group's transactions with related parties for the nine-month period ended September 30, 2014 and 2013, including the
corresponding assets and liabilities arising from the said transactions as at September 30, 2014 (Unaudited) and December 31, 2013 (Audited):

Amounts Owed by

Trade and Other Receivables Related Parties Long-term Debt Terms Conditions
Amount (see Note 5) Trade and Other Payables (see Note 5) (see Note 12)
September 30, September 30, September 30, December 31, September 30, December 31, September 30, December 31, September 30, December 31,
2014 2013 2014 2013 2014 2013 2014 2013 2014 2013
Stockholders
Pacific Metals Co., Ltd.
(PAMCO)
Sale of ore and B3,596,939 P1,151,075 B462,712 P5,948 B- = B- P- B- B- Ninety percent Unsecured;
services (90%) uponreceipt  no guarantee
of documents and
ten percent (10%)
after the final dry
weight and
applicable assay
have been
determined;
noninterest- bearing
Draft survey fee - - - 54 - - - - - - Payable on demand; Unsecured;
noninterest-bearing  no guarantee
Despatch - - - 1,080 - - - - - - Collectible on Unsecured;
income demand; no guarantee
noninterest-bearing
SMM
Sale of ore 714,423 113,430 139,203 - - - - - - - Collectible upon Unsecured;
billing;  no guarantee
noninterest-bearing
Guarantee 102,880 77,060 - - 11,954 39,549 - - - - Every twenty first Unsecured
service fee (21) of February and
August
Short-term - - - - - - - 532 - - Collectible upon Unsecured;
advances billing;  no guarantee
noninterest-bearing
(Forward)
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Amounts Owed by

Trade and Other Receivables Related Parties Long-term Debt Terms Conditions
Amount (see Note 5) Trade and Other Payables (see Note 5) (see Note 12)
September 30, September 30, September December 31, September 30, December 31, September 30, December 31, September 30, December 31,
2014 2013 30,2014 2013 2014 2013 2014 2013 2014 2013
SMM
Loan facility B- B- B- B- B- B- B- B- P140,728 179,000 Principal is payablein  Secured; with
semi-annual guarantee
installments, interest is
based on one hundred
eighty (180)-day British
Banker Association
LIBOR plus two percent
(2%) spread
Nickel Asia
Holdings Inc.
Dividends - - - - 2,016 2,016 - - - - Payable on demand; Unsecured;
payable noninterest-bearing  no guarantee

With Common

Stockholders
CBNC
Sale of ore and 1,639,843 1,263,937 247,968 200,454 - - - - - - Seven (7) to thirty (30) Unsecured;
services days;  no guarantee
noninterest-bearing
Infralease and 35,844 40,501 12,000 23,983 - - - - - - Collectible at the end of Unsecured;
throughput February and August;  no guarantee
noninterest-bearing
Other income 95,619 43,526 17,500 26,066 - - - - - - Collectible on demand; Unsecured;
noninterest-bearing  no guarantee
Short-term - - - - - - - 63 - - Collectible upon billing; Unsecured;
advances noninterest-bearing  no guarantee
Dividends - 60,480 - - - - - - - - Collectible on demand; Fully collected
received noninterest-bearing
(Forward)
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Receivables Related Parties Long-term Debt Terms Conditions
Amount (see Note 5) Trade and Other Payables (see Note 5) (see Note 12)
September 30, September 30, September 30, December 31, September 30, December 31, September 30, December 31, September 30, December 31,
2014 2013 2014 2013 2014 2013 2014 2013 2014 2013
With Common
Stockholders
Manta Equities,
Inc.
Short-term P48 P1,126 B- P745 B- P- B5 P83 B- B-  Collectible upon billing; Unsecured;
advances noninterest-bearing  no guarantee
Others - - - 3,580 - 1,451 - - - - Collectible upon billing; Unsecured;
noninterest-bearing  no guarantee
Emerging Power
Inc.
Loan facility - - - - - - 105,000 - - - Principal is payable in Unsecured
annual installments,
interestis at 2%
Associate
THNC
Sale of ore 1,022,212 78,840 38,710 75,638 - - - - - - 30 days term, Unsecured;
noninterest-bearing  no guarantee
Rendering of 288,738 171,261 127,162 73,851 - - - - - - Collectible upon billing; Unsecured;
service noninterest-bearing  no guarantee
Loan facility - - - - - - - - 1,335,031 1,359,597 Principal is payable in ~ Secured; with
semi-annual guarantee
installments, interest is
based on one hundred
eighty (180)-day British
Banker Association
LIBOR plus two percent
(2%) spread
Short-term - - - - - - 9,483 8,534 - - Collectible upon billing; Unsecured;
advances noninterest-bearing  no guarantee
P1,045,255 P411,399 B13,970 43,016 P114,488 £9,212 P1,475,759 P1,538,597
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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 September 30, 2014 and December 31, 2013 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.

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 for the nine months ended September 30, 2014 and 2013 amounted to about
P107.5 million and B101.7 million, respectively.

Income Taxes

The provision for current income tax shown in the interim consolidated statements of
income includes:

For the nine-month period ended September 30

2014 2013

(Unaudited)
Current P3,733,119 P882,788
Deferred 96,134 (67,562)
P3,829,253 P815,226

Financial Instruments

Fair Value Information and Categories of Financial Instruments
Set out below is the fair values of all the Group’s financial instruments that are carried in the
consolidated financial statements.

Fair Values
September 30, December 31,
2014 2013
(Unaudited) (Audited)
FINANCIAL ASSETS
Loans and Receivables
Cash and cash equivalents P16,174,966 10,234,336
Cash on hand and with banks 4,514,689 4,981,843
Short-term cash investments 11,660,277 5,252,493
Trade and other receivables 2,998,309 776,295
Trade 2,724,666 628,418
Receivable from CBNC 29,500 50,049
Amounts owed by related parties 114,488 9,212
Others 129,655 88,616
Other noncurrent assets 310,641 237,584
Mine rehabilitation fund 192,753 125,467
Cash held in escrow 57,009 65,118
Long-term negotiable instrument 30,000 30,000
SDMP fund 30,879 16,999
P19,483,916 P11,248,215
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Fair Values
September 30, December 31,
2014 2013
(Unaudited) (Audited)
AFS Financial Assets P4,493,156 P2,438,938
Quoted equity securities 991,742 877,982
Quoted debt securities 1,888,575 642,430
Unquoted equity securities 1,612,839 918,526
B23,977,072 P13,687,153
FINANCIAL LIABILITIES
Other Financial Liabilities
Trade and other payables P1,246,920 P785,670
Trade 829,616 475,971
Accrued expenses 365,656 241,222
Dividends payable 2,016 -
Retention payable 11,921 34,168
Others 37,711 34,309
Long-term debt 1,475,759 1,538,597
B2,722,679 P2,324,267

Fair Value Hierarchy of Financial Instruments
All financial instruments carried at fair value are categorized in three categories, defined as

follows:

Level 1: Quoted market prices
Level 2: Valuation techniques (market observable)
Level 3: Valuation techniques (non-market observable)

As at September 30, 2014 and December 31, 2013, the Group’s AFS financial assets are
classified under Level 1 and 3.

As at September 30, 2014 and December 31, 2013, there were no transfers between Level 1
and Level 2 fair value measurements, and no transfers into and out of Level 3 fair value
measurements.

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

business unit that offers different products and serves different markets.

The mining segment is engaged in the mining and exploration of nickel saprolite, limonite
ore and limestone ore.

The services segment is engaged in the chartering out of LCT, construction and rendering of
services to CBNC and THNC.

Financial information on the operation of the various business segments are set out on next
page.
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September 30, 2014 (Unaudited)

Mining Services and Others
RTN/TMC/LCSLC/
HMC CMC TMC RTN HMC Others Eliminations Total

External customers 4,301,723 3,003,957 7,911,256 5,421,618 507,478 - - 21,146,032
Inter-segment revenues - - - - 74,850 572,672 (647,522) -
Total revenues 4,301,723 3,003,957 7,911,256 5,421,618 582,328 572,672 647,522) ¥ 21,146,032
Cost of sales 865,022 420,724 1,248,796 1,466,299 - - 164,356 4,165,197
Cost of services - - - - 321,602 - (43,879) 277,723
Excise taxes and royalties 301,121 421,935 632,900 148,168 - - - 1,504,124
Shipping and loading costs 436,104 194,110 611,107 279,106 13,884 - (32,348) 1,501,963
Marketing 150,560 171,109 216,066 118,123 - - (511,365) 144,493
Segment operating earnings 2,548,916 1,796,079 5,202,387 3,409,922 246,842 572,672 (224,286) 13,552,532
General and administrative 166,749 30,636 150,711 84,156 2,007 260,756 (113,491) 581,524
Finance income 7,418 3,334 16,485 717,774 19 55,944 - 800,974
Finance expense 39 1,184 1,313 4,282 - 102,432 (155) 109,095
Provision for (benefit from) income tax 687,609 484,257 1,580,806 1,052,631 24,862 51,163 (52,075) 3,829,253
Net income (loss) attributable to equity

holders of the parent 1,921,764 1,346,355 3,691,132 3,198,452 80,875 3,491,220 (5,548,253) 8,181,545
Segment assets 4,100,880 2,858,263 11,400,070 6,573,538 75,802 19,394,292 (4,485,026) 39,917,819
Deferred income tax assets - net 39,748 63,664 39,732 4,709 - 26,791 - 174,644
Total assets 4,140,628 2,921,927 11,439,802 6,578,247 75,802 19,421,083 (4,485,026) 40,092,463
Segment liabilities 1,462,045 680,005 3,255,404 999,369 3,757 179,163 (793,190) 5,786,553
Deferred income tax liabilities - net - - - - - - 439,046 439,046
Total liabilities 1,462,045 680,005 3,255,404 999,369 3,757 179,163 (354,144) 6,225,599
Capital expenditures 414,299 184,425 463,100 171,575 3,225 163,643 (119,326) 1,280,941
Depreciation, amortization and depletion 124,400 63,490 408,208 358,517 8,532 51,909 607 1,015,663

-37-|Page



December 31,2013 (Audited)

NICKEL ASIA CORPORATION

17-Q Quarterly Report
September 30, 2014

Mining Services and Others
HMC CMC TMC RTN RTN/TMC/LCSLC Others Eliminations Total

External customers 3,438,856 737,906 3,109,101 3,189,634 623,942 10,090 - 11,109,529
Inter-segment revenues - - - - 72,637 434,953 (507,590) -
Total revenues 3,438,856 737,906 3,109,101 3,189,634 696,579 445,043 (507,590) 11,109,529
Cost of sales 927,709 422,058 1,123,116 1,781,529 - - 234,882 4,489,294
Cost of services - - - - 335,292 - - 335,292
Excise taxes and royalties 240,720 95,368 248,728 63,792 - - - 648,608
Shipping and loading costs 478,861 155,556 479,602 272,180 78,110 - (65,538) 1,398,771
Marketing 120,360 42,861 85,968 101,392 - - (284,952) 65,629
Segment operating earnings 1,671,206 22,063 1,171,687 970,741 283,177 445,043 (391,982) 4,171,935
General and administrative 122,007 50,214 159,638 142,395 12,156 290,437 (152,028) 624,819
Finance income 14,332 2,515 15,683 49,750 12 84,461 - 166,753
Finance expense 5,327 3,450 7,156 6,896 2,267 103,351 (149) 128,298
Provision for (benefit from) income tax 516,384 (8,787) 350,677 318,274 10,443 11,162 (73,938) 1,124,215
Net income (loss) attributable to equity

holders of the parent 1,287,706 (23,469) 749,900 951,224 (19,928) 1,717,037 (2,608,796) 2,053,674
Segment assets 2,122,405 966,222 6,715,037 6,306,615 160,588 16,490,479 (4,192,261) 28,569,085
Deferred income tax assets - net 97,366 93,381 58,458 4,709 - 90,529 - 344,443
Total assets 2,219,771 1,059,603 6,773,495 6,311,324 160,588 16,581,008 (4,192,261) 28,913,528
Segment liabilities 430,325 164,036 1,980,953 566,615 169,418 188,533 (284,368) 3,215,512
Deferred income tax liabilities - net - - - - - - 486,228 486,228
Total liabilities 430,325 164,036 1,980,953 566,615 169,418 188,533 201,860 3,701,740
Capital expenditures 346,186 114,084 1,256,229 129,461 28,009 57,156 - 1,931,125
Depreciation, amortization and depletion 123,760 72,484 433,103 525,658 29,673 66,683 11,290 1,262,651
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September 30, 2013 (Unaudited)

Mining Services and Others
HMC CMC TMC RTN RTN/TMC/LCSLC Others Eliminations Total

External customers 2,616,594 521,709 2,150,312 2,478,963 420,007 9,438 - 8,197,023
Inter-segment revenues - - - - 66,371 98,621 (164,992) -
Total revenues 2,616,594 521,709 2,150,312 2,478,963 486,378 108,059 (164,992) ¥ 8,197,023
Cost of sales 703,928 320,363 851,211 1,281,469 - - 125,028 3,281,999
Cost of services - - - - 243,634 - - 243,634
Excise taxes and royalties 183,162 69,424 172,025 49,579 - - - 474,190
Shipping and loading costs 344,287 119,199 335,775 217,872 66,144 - (58,728) 1,024,549
Marketing 12,861 19,604 1,153 - - - - 33,618
Segment operating earnings 1,372,356 (6,881) 790,148 930,043 176,600 108,059 (231,292) 3,139,033
General and administrative 79,955 49,550 101,942 76,459 9,586 184,388 (82,732) 419,148
Finance income 10,021 2,011 12,284 37,415 9 66,597 128,337
Finance expense 1,064 562 567 5,289 1,489 76,367 85,338
Provision for (benefit from) income tax 386,909 (855) 233,961 264,921 10,675 (40,256) (40,129) 815,226
Net income (loss) attributable to equity

holders of the parent 1,110,700 6,806 499,895 900,884 (13,237) 670,422 (1,435,706) 1,739,764
Segment assets 3,067,935 1,054,172 6,654,698 6,231,857 159,999 15,327,820 (4,044,935) 28,451,546
Deferred income tax assets - net 122,113 82,347 31,584 - - 134,335 14,688 385,067
Total assets 3,190,048 1,136,519 6,686,282 6,231,857 159,999 15,462,155 (4,030,247) 28,836,613
Segment liabilities 574,975 209,352 2,066,661 482,030 162,138 111,968 (193,954) 3,413,170
Deferred income tax liabilities - net 3,755 - - 15,550 - - 512,405 531,710
Total liabilities 578,730 209,352 2,066,661 497,580 162,138 111,968 318,451 3,944,880
Capital expenditures 312,247 104,586 890,784 65,660 26,983 37,127 - 1,437,387
Depreciation, amortization and depletion 82,764 56,176 310,921 400,766 22,700 49,338 8,467 931,132
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The Group has revenues from external customers as follows:

For the nine-month period ended September 30

2014 2013

Country of Domicile (Unaudited)
China P13,670,992 B5,393,507
Japan 4,311,362 1,264,504
Australia 199,540 -
Local 2,964,138 1,539,012
P21,146,032 P8,197,023

The revenue information above is based on the location of the customer.

Revenue arising from sale of ores from two key customers amounted to 210,181.7 million
and 23,789.8 million for the nine months ended September 30, 2014 and 2013, respectively.

The Group has non-current assets consisting of property and equipment and investment
property located in the Parent Company’s country of domicile amounting to £6,818.8 million
and £6,614.8 million as at September 30, 2014 and December 31, 2013, respectively.

Reclassification

Certain 2013 expense items were reclassified to conform to the presentation of the 2014
financial statements.
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