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Global Ferronickel Holdings, Inc.

MNotice of Annual Meeting of Stockholders

You are notified that the Anmuoel Meeting of the Stockholders of GLOBAL FERRONICKEL
HOLDINGS, INC. {the “Company™) shall be beld on Wednesday, June 29, 2022, 2:00 p.m. via webcasl, to
sonsider the Tollowing:

‘ AGENDA
Call to Order:
Certification of Motice and the Existence of Cruomm;
Approval of the Minutes of the Previous Annual Stockholders’ Meeting held on June 34, 2021,
Annual Report and Approval of the Avdited Fimencial Siatements as of December 31, 2021;
Elsetion of Dinectors,;
Ratification of acts of the Board of Directors and proceedings of the Board of Directors, Board
Comrmitteas and Management
Approval of the amendment of the Third Article of the Articles ol Incorporation;
Other Matters; and
Adjoumment.

Eu dad el

2

s

The Company has, in aceordance with the By-Laws, fixed the close of business on May 30, 2022 as
the record date for the determination of the steckholders entitled to notice of and to vote ol such meeting and
on any adicemment thereof (*Stockholders of Record™).

In the light of the COVII-19 pandemic and (0 ensure the welfare and safety of our stockholders,
the meeting will be conducted vimually.

Stockholders of Record mav attend or participate ¥ia peoxy, remole communication and vote in
ahsentia. Stockholders are encouraged to participate in the meeting. Netice 1o the atiend the mecting,
supporting documents, or accomplished ballot form or proxy forms may be sent to the Office of the
Corporate Secretary at pgm2022registrationitginicom.ph or via courier delivery at T* Floor, Comparale
Business Center, 151 Paseo de Roxas comer Arnaiz St., Makat City on or before June 17, 2022 . The detailed
registration and voting procedures may be accessed at hitp: Mwww gini.com.ph.

Stockholders who have successfully regisiered may cast their votes and will be provided access ©
the live stresming of the meeting For complete information on the ASM, please visit

hitpewww ginicoinph.

The Definitive Information Statement along with Notice and other information related to the
meeting can be accessed at hiips/www,gfincom.ph and the PSE Edge porial,

City of Makati, Metro Manila, May 24, 2022,

RACE POMARIN-CLARO
Secroiary

ATTY.



Annual Stockholders’ meeting
June 29, 2022

OFFICIAL VOTING BALLOT

The undersigned stockholder of Global Ferronickel Holdings, Inc. vote as follows:

Instruction: You may indicate your vote by marking the same with an “\N”" or “X” to cast a vote for all the number of shares held or you may
indicate the number of shares you wish to cast under the vote taken.

Agenda VOTE
Item No. RESOLUTION For Against Abstain
3 Approva of the Minutes of the Previous Annual

Stockholders’ Meeting held on June 30, 2021
4 Annual Report and Approval of the Audited

Financial Statements as of December 31, 2021
5 Election of Directors

(1) Joseph C. Sy

(2) DanteR. Bravo

(3) Gu Zhi Fang

(4 DennisAllan Ang

(5) Mary Belle D. Bituin

(6) FrancisC. Chua

(7) Jennifer Y. Cong

(8) Nod B. Lazaro

(99 Edgardo G. Lacson (Independent
Director)

(10) Sergio R. Ortiz-Luis, Jr. (Independent
Director)

6 Ratification of acts of the Board of Directors and

proceedings of the Board of Directors, Board

Committees and Management

7 Approva of the amendment of the Third Article
of the Articles of Incorporation
8 Appointment of SGV as external auditor
Number of Shares Held: Signature of Stockholder or Authorized Signatory:
Date: Printed Name of Stockholder:

1. Tobevalid, digital or scanned copy of this proxy must be submitted on or before June 17, 2022 by email to
asm2022@gfni.com.ph or by courier to 7" Floor, Corporate Business Center, 151 Paseo de Roxas corner Arnaiz
Sts., Mekati City, Metro Manilato the attention of the Office of corporate Secretary.

2. When properly executed, this proxy will be voted in the manner directed above by the stockholder. 1f no direction
is made, this proxy will be voted for the election of al nominees and for the approval of all the matters stated
above and for such matters as may properly come before the meeting in the manner described in the Information
Statement and/or as recommended by Management or the Board of Directors.

3. A stockholder giving a proxy has the power to revoke it at any time before the right granted is exercised, by email
to asm2022@afni.com.ph or by courier to 7" Floor, Corporate Business Center, 151 Paseo de Roxas corner Arnaiz
Sts., Makati City, Metro Manilato the attention of the Office of corporate Secretary. A proxy is also considered
revoked if the stockholder registers for voting via remote communications or in absentia.

4. Notarization of this proxy is not required.
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I1.

SECURITIES AND EXCHANGE COMMISSION
SEC FORM 20-IS
INFORMATION STATEMENT PURSUANT TO SECTION 20

OF THE SECURITIES REGULATION CODE

Check the appropriate box:

[ x] Preliminary Information Statement
[ ] Definitive Information Statement

Name of Registrant as specified in its charter
Global Ferronickel Holdings, Inc.

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

SEC Identification Number: AS094-003992
BIR Tax Identification Code:  003-871-592

Address of Principal Office:
7™ Floor, Corporate Business Centre, 151 Paseo De Roxas corner Arnaiz Street,
Makati City, Metro Manila, Philippines

Registrant’s telephone number, including area code: (632) 8519-7888

Date, time and place of the meeting of security holders:

Date: June 29, 2022, Wednesday

Time: 02:00 p.m.

Place/Venue: Via videoconference/livestream from 7" Floor, Corporate Business Centre, 151
Paseo de Roxas corner Arnaiz Street, Makati City

Registered stockholders will be provided a meeting ID, password and link to the zoom
meeting through their registered email addresses

Approximate date on which the Information Statement is first to be sent or given to security
holders: June 7, 2022

Securities registered under Sections 8 and 12 of the Code or Sections 4 and 8 of the RSA
(information on the number of shares and amount of debt is applicable only to corporate

registrants).

Title of Each Class Number of Shares of Common Stock
Outstanding or Amount of Debt Outstanding

Common Shares 5,199,872,829 shares

Are any or all of registrant's securities listed on a Stock Exchange?
Yes [x] No[]

If yes, disclose the name of such Stock Exchange and the class of securities listed therein:

Philippine Stock Exchange
Common Shares 6,072,357,151 shares



GENERAL INFORMATION

Date, Time and Place of Meeting of Security Holders (“Annual Stockholders’ Meeting”)

Date of Meeting: June 29, 2022, Wednesday
Time of Meeting: 02:00 p.m.
Place/Venue of Meeting: Videoconference/livestream from 7™ Floor, Corporate

Business Center, 151 Paseo de Roxas cor. Arnaiz St., Makati
City, Metro Manila

The meeting ID, password and link to the zoom meeting will
be provided to registered stockholders via their registered
emails.

For more ASM details, please visit http://www.gfni.com.ph/investor-relations/annual-stockholders-meeting/

Registrant’s Mailing Address: ~ 7th Floor, Corporate Business Centre,
151 Paseo De Roxas cor. Arnaiz Street,
Makati City, Metro Manila, Philippines

The approximate date on which the information statement is first to be sent or given to the security
holder is June 7, 2022.

Dissenters' Right of Appraisal

A stockholder of the Company may exercise his appraisal right against certain corporate matters or
actions and in the manner provided in Title X of the Revised Corporation Code as follows:

a. A stockholder will be entitled to exercise his appraisal right in case any of the following
matters or actions occurs:

i.  In case of any amendment to the Articles of Incorporation has the effect of changing
or restricting the rights of any sharcholder or any 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 the Company’s corporate existence;

ii.  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 Corporation
Code;

iii.  In case of merger or consolidation of the Company with another corporation; and

iv.  In case of investment of corporate funds for any purpose other than the primary
purpose of the Company.

b. A stockholder must have voted against the proposed corporate action in order to avail himself
of the appraisal right;

c. The dissenting stockholder shall make a written demand on the Company for payment of the
fair value of his shares within thirty (30) days after the date on which the vote was taken. The
2
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failure of the stockholder to make the demand within such period shall be deemed a waiver of
his appraisal right;

If the proposed corporate action is implemented or effected, the Company shall pay to such
dissenting stockholder, upon surrender of the certificate(s) of stock representing his shares
within ten (10) days after demanding payment of his shares, the fair value thereof, provided
the Company has unrestricted retained earnings; and

Upon payment of the agreed or awarded price, the stockholder shall forthwith transfer his
shares to the Company.

There are no corporate matters or actions that will entitle dissenting stockholders to exercise their
right of appraisal as provided in Title X of the Corporation Code.

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

(a)

(b)

No current 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 had any
substantial interest, direct or indirect, by security holdings or otherwise, in any matter to be
acted upon in the agenda of the annual stockholders’ meeting other than the election of
directors.

None of the incumbent directors has informed the Company in writing of an intention to
oppose any action to be taken by the Company at the Annual Stockholders’ Meeting.

CONTROL AND COMPENSATION INFORMATION

Voting Securities and Principal Holders Thereof

(a) The Company has 5,199,872,829 outstanding shares as of April 30, 2022, all of which are
common shares of stock. As of April 30, 2022, 1,845,504,321 common shares, or
equivalent to 35.49% of the outstanding shares, are owned by foreigners. Each share is
entitled to one vote.

(b) In accordance with the By-Laws of the Company, the Board of Directors has set May 30,
2022 as the record date for the purpose of determining stockholders entitled to notice of
and to vote at the Annual Stockholders” Meeting. All stockholders of record on May 30,
2022 are entitled to notice and to vote at the Annual Stockholders’ Meeting.

VYoting Procedures

Vote Required

a.

Each share of the common stock outstanding on the record date will be entitled to one (1) vote
on all matters.



b. In the election of directors, the ten (10) nominees with the greatest number of votes will be
elected directors. If the number of nominees does not exceed the number of directors to be
elected, the Secretary of the meeting, upon motion made, is instructed to cast all votes
represented at the meeting in favor of the nominees. However, if the number of nominees
exceeds the number of directors to be elected, voting shall be done by ballots. Cumulative
voting shall be followed.

c. Only those stockholders who have notified the Company of their intention to participate in the
meeting through remote communication, together with the stockholders who voted in absentia
and by proxy, will be included in the determination of quorum at the meeting. By
participating remotely and by proxy, a stockholder shall be deemed present for purposes of
quorum. The vote of the stockholders representing the majority of the quorum shall be
required to approve any action submitted to the stockholders for approval

d. For all proposals or matters submitted to a vote, the affirmative vote of stockholders holding
at least a majority of the Company’s outstanding capital stock present or represented by proxy
and entitled to vote shall be necessary. Unless required by law, or the stockholders, in this
meeting, the shares will be voted by casting it in the official ballot or proxy form submitted on
or before the end of business day of June 17, 2022.

c. Counting of votes shall be done by the Corporate Secretary or Assistant Corporate Secretary
with the assistance of the independent auditors and the Company’s stock transfer agent.

Voting Method

A. Registration.

All stockholders of record may register until the close of business day of June 17, 2022. They
are required to provide a valid identification card, an active email address and active contact
number. For corporate stockholders, proof of authority of the representative is required (i.e.
Secretary’s Certificate of appointment of the authorized representative). A confirmation email
will be sent no later than 3 calendar days to the stockholder once registration is complete or
lacking requirements need to be provided.

B. Voting.

A registered stockholder may vote:

1. Ballot. A registered stockholder may electronically vote in absentia. After registration, the
stockholder may cast votes on the agenda items for approval by accomplishing a ballot.
Each stock is entitled to one vote. Hence, the total number of votes the stockholder is
allowed to cast shall be based on the number of shares he/she owns. The accomplished
ballot should be submitted via email to asm2022@gfni.com.ph before June 17, 2022.A
confirmation email will be sent no later than 3 calendar days to the stockholder that
his/her vote has been recorded.

2. Proxy. A registered stockholder may vote by proxy. Stockholders may execute the proxy
form (available on the website or requested via email) and send a scanned copy to
asm2022@gfni.com.ph before the end of business day of June 17, 2022.
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3. [Ifastockholder avails of the option to cast his/her vote electronically in absentia and also
issues proxy votes with differing instructions, the duly accomplished ballots sent through
email shall be the one counted.

C. Livestream

A link to the meeting will be sent to all registered stockholders to access the meeting.
Technical assistance prior and during the meeting is available and may be requested via email
to asm2022(@gfni.com.ph. After the meeting, a recording of the proceeding will be posted on
gfni.com.ph and may also be requested by email to asm2022@gfni.com.ph.

D. Question and Answer

Registered stockholders may send their questions and/or comments prior to the ASM through
email at asm2022@gfni.com.ph until close of business day of June 27, 2022.
Questions/comments received but not entertained during the open forum due to time
constraints will be addressed separately via email response.

For clarifications, please contact the Office of the Corporate Secretary via email at
Security Ownership of Certain Record and Beneficial Owners and Management

As of March 31, 2022, the following persons or groups are known to the Company as directly or
indirectly the record or beneficial owners of more than five (5%) of the Company’s voting securities:

Title of [Name, Address of [Name of Percent of
Class Record Owner and (Beneficial Citizenship [No. of Ownership

[Relationship with Owner and Shares Held

Issuer Relationship

with Record
Owner

Common [PCD Nominee Direct- Filipino 2,159,388,375 41.53%

Corporation [Please see note

G/F Makati Stock below

Exchange Building,

6767 Ayala Avenue,

[Makati City

Shareholder

[PCD Nominee Direct- [Non-Filipino |1,846,346,779 35.51%
Common  |Corporation Please see note

G/F Makati Stock below

Exchange Building,

6767 Ayala Avenue,

Makati City

Shareholder
Common |Regulus Best Nickel |Direct; Joseph [Filipino 523,154,668 10.06%

Holdings, Inc. C. Sy
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7™ Floor, Corporate
[Business Center, 151
[Paseo de Roxas cor.
Arnaiz St., Makati
City

Shareholder

Common

Blue Eagle Elite
[Venture, Inc.

7™ Floor, Corporate
[Business Center, 151
Paseo de Roxas cor.
Arnaiz St., Makati
City

Sharcholder

[Direct; Joseph
C. Sy

Filipino

348,769,779

6.71%

PCD Nominee Corporation (“PCDNC”) is a wholly-owned subsidiary of PCD. The beneficial owners
of such shares registered under the name of PCDNC are PCD’s participants who hold the shares on
their own behalf or on behalf of their clients. The PCD is prohibited from voting these shares. Instead,
the participants have the power to decide how the PCD shares in the Company are to be voted.

As of March 31, 2022, the participants of PCDNC who own more than 5% of the Company’s

outstanding capital are as follows:

Title of [Name, Address of |[Name of Percent of
Class Record Owner and (Beneficial Citizenship [No. of Ownership
[Relationship with Owner and Shares Held
Issuer Relationship
with Record
Owner
Common |BA Securities, Inc. Direct Filipino 2,522,392,051 48.51%
Common |[Maybank Atr Kim Direct Filipino 912,320,219 17.54%
[Eng Securities, Inc.

The shares held by Regulus Best Nickel Holdings, Inc. and Blue Eagle Elite Venture, Inc. will be
voted or disposed of by the persons who shall be duly authorized by these record or beneficial
shareholders for the purpose.

Security Ownership of Directors and Officers as of April 30, 2022

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

Common Joseph C. Sy 5,019,049 (direct)[Filipino 42.34%
2,201,628,236 (indirect)

Common Dante R. Bravo 25,271,947 (direct)|Filipino 0.49%

Common Gu Zhi Fang 1 (direct)[Chinese 0.00%

Common Francis C. Chua 350 (direct)|Filipino 0.00%




Common Dennis Allan T. Ang 16,000,000 (direct)|Filipino 0.31%)
Common Mary Belle D. Bituin 1,630,524(direct)|Filipino 0.03%|
Common Jennifer Y. Cong 225,812(direct)[Taiwanese 0.00%
Common Edgardo G. Lacson 1(direct)|Filipino 0.00%
Common Sergio R. Ortiz-Luis Jr. 1(direct)|Filipino 0.00%
Common [Noel B. Lazaro 3,231,733 (direct)|Filipino 0.06%
Common Carlo Matilac 1,733,227 (direct)|Filipino 0.04%
Common Eveart Grace P. Claro 10,000(direct)Filipino 0.00%
Common Mario A. Nevado 726,552 (direct)|Filipino 0.01%)
TOTAL 2,255,477,433 43.28%

Voting Trust Holders of 5.0% or More

There were no persons holding more than 5.0% of a class of shares of the Company under a voting
trust or similar agreement as of the date of this Report.

Change in Control

As of the date of this Prospectus, there are no arrangements which may result in a change in control of

the Company.

BOARD OF DIRECTORS AND EXECUTIVE OFFICERS

The following are the incumbent directors and officers of the Company:

Name of Directors Age |Nationality [Position

Joseph C. Sy 55 |Filipino Chairman of the Board of Directors and Director

Dante R. Bravo 46  |Filipino President and Director

Gu Zhi Fang 48  |Chinese Director

Dennis Allan T. Ang 45  |Filipino Director

Mary Belle D. Bituin 54  |Filipino Treasurer/ Senior Vice President for Finance/
Human Resources Department/ Director

Francis C. Chua 73 [Filipino Director

Jennifer Y. Cong 37 |Taiwanese |Director

[Noel B. Lazaro 52 |Filipino Regular Director/Senior Vice President for Legal
and Regulatory Affairs, and Corporate Information
Officer

Edgardo G. Lacson 78  [Filipino Independent Director

Sergio R. Ortiz-Luis Jr. 79 |Filipino Independent Director

Name of Officers Age |Nationality IPosition

Carlo Matilac 49  |Filipino Senior Vice President for Operations

Eveart Grace Pomarin-Claro 41  |Filipino Corporate Secretary/ Alternate Corporate
[nformation Officer

Mario A. Nevado 67 |Filipino Compliance Officer




The Nomination’s Committee is composed of its Chairman Mr. Edgardo G. Lacson and members Ms.
Mary Belle D. Bituin and Mr. Dante R. Bravo.

Upon recommendation of the Company’s Nomination Committee as required by the Company’s
Manual on Corporate Governance, the following are nominated for re-election or election to the
position stated below for the year 2022-2023, to hold office as such for one year or until their
successors shall have been duly elected and qualified.

Name of Nominee Position
1 Joseph C. Sy Regular Director
2 |Dante R. Bravo Regular Director
3 |Gu Zhi Fang Regular Director
4 [Dennis Allan T. Ang Regular Director
5 |Francis C. Chua Regular Director
6 [Mary Belle D. Bituin Regular Director
7 [ennifer Cong Regular Director
8 [Noel B. Lazaro Regular Director
9 |Edgardo G. Lacson Independent Director
10 [Sergio R. Ortiz-Luis Jr. Independent Director

The business experience for the past five years of each of our nominee directors is set forth below.

Joseph C. Sy
Chairman, and Director

Mr. Sy became Chairman of the Board of Directors on August 6, 2015. He became president of
PGMC and Company in July 2011 and on August 29, 2014, respectively, until he was elected as
Director and Chairman on August 6, 2015. He is also the Director and Chairman of SIRC, PCSSC,
FSC, FSLC, SNPSI, and the Southeast Palawan Group. He is also Chairman and President of
Ferrochrome Resources Inc.. Mr. Sy has decades of experience in managing and heading companies
engaged in mining and mineral exploration and development. He is also a member of business
associations and holds positions such as the Director of Mining for the Philippine Chamber of
Commerce and Industry, Treasurer of the Philippine Nickel Industry Association, Inc., President of
the Chamber of Philippines - China Economy & Trade Promotion, Inc., Honorary Chairman of the
Philippine Silk Road Chamber of International Commerce and Vice-President of the International
Chamber of International Commerce. Mr. Sy also holds titles of Honorary Consul of the Lao People’s
Democratic Republic and Rear Admiral of the Philippine Coast Guard Auxiliary Executive Squadron.
He was conferred as Doctorate Fellow of the Academy of Multi-Skills, United Kingdom.

Dante R. Bravo
President and Director

Mr. Bravo became the President of the Company on August 6, 2015. He previously served as
Executive Vice President of the Company. He has been a Director, Executive Vice President and
Corporate Secretary of PGMC since 2011. He was Chief Finance Officer of PGMC from 2011 to
2013. He is also an attorney-at-law and a Certified Public Accountant in the Philippines. Mr. Bravo
served as a Director from 2004 to 2011 and a Senior Associate from 2002 to 2004 at SGV. He is a
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professor of law at San Beda College and a lecturer for the Mandatory Continuing Legal Education
Program for lawyers. He was the Chief Political Affairs Officer of Congressman Mr. Narciso R.
Bravo Jr. He holds a Bachelor of Laws degree from San Beda College and a Bachelor of Accountancy
degree from the University of Santo Tomas. Mr. Bravo has more than 10 years of corporate
management experience. He placed 10th in the 2001 Philippine Bar Examinations.

Mary Belle D. Bituin
Chief Financial Officer and Treasurer and Director

Ms. Bituin became a Director of the Company on November 2, 2015. Ms. Bituin holds a Bachelor of
Science degree in Business Administration, majoring in accounting from Philippine School of
Business Administration Manila. She is a Certified Public Accountant. She was Vice President for
Business Transformation of Globe Telecom, Inc. She was the international auditor for the
International Auditor for International Audits at the Cooperative for Assistance and Relief
Everywhere (CARE), a leading international humanitarian organization fighting global poverty based
in Atlanta, Georgia USA, from 1994 to 1998. She was also a senior auditor at SGV & Co. where she
worked from 1988 to 1994.

Noel B. Lazaro
Senior Vice President for Legal and Regulatory Affairs and Corporate Information Officer and
Director

Mr. Lazaro became a Director of the Company on March 14, 2018. He was the Corporate Secretary
from October 22, 2014 to August 24, 2018. He also acts as its Senior Vice President for Legal and
Regulatory Affairs and Corporate Information Officer. He joined PGMC on August 1, 2014. He is a
Director and Corporate Secretary of Southeast Palawan, PCSSC and SIRC. Mr. Lazaro served as a
Partner for Siguion Reyna Montecillo & Ongsiako, an Associate at SyCip Salazar Hernandez &
Gatmaitan, a Professorial Lecturer for the Lyceum of the Philippines College of Law, and the De la
Salle University Graduate School of Business and Far Eastern University Institute of Law, Master of
Business Administration-Juris Doctor Dual Degree Program and Manila Adventist School of Law and
Jurisprudence. He completed his Bachelor of Laws degree from the University of the Philippines
College of Law and placed 19™ in the 1995 Philippine Bar Examinations.

Gu Zhi Fang
Director

Ms. Gu Zhi Fang became a director of the Company on October 22, 2014. She has been a director of
Ferrochrome Resources, Inc. since 2011. She has also been a director and general manager of Jiangsu
Lianhua Paper Ltd., Wujiang, Jiangsu Province, China. She is a visiting professor at the Kunming
Metallurgy College in Kunming, China. She holds a degree in International Trade from Suzhou
University. She was conferred as Doctorate Fellow of the Academy of Multi-Skills, United Kingdom.

Dennis Allan T. Ang
Director

Mr. Ang became a Director of the Company on August 10, 2015. He has been the Corporate Secretary
of Maxima Machineries, Inc. since February 2009. He is the System Architect and Lead Programmer
of Engagement Workflow System Architecture Development since July 2015. He founded Full Metro
Gear Corp. and Engagement, Inc in 2014 and 2007, respectively. He occupied several key positions in
Asian Institute of Management from 2001 to 2006. Mr. Ang holds a degree in Bachelor of Science in
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Management Information Systems from Ateneo de Manila University and a Masters degree in
Business Administration from Asian Institute of Management.

Francis C. Chua
Director

Mr. Chua became a director of the Company on October 22, 2014. He is currently the Honorary
Consulate General of the Republic of Peru and the honorary president of the Federation of Filipino
Chinese Chamber of Commerce and Industry. He is also the president emeritus of the Chamber of
Commerce of the Philippines Foundations. Mr. Chua also served as the special envoy on Trade and
Investments in China. He holds a Bachelor of Science in Industrial Engineering from the University of
the Philippines, College of Engineering and doctorate degrees in humanities and business technology
from the Central Luzon State University and the Eulogio Amang Rodriguez Institute of Science and
Technology, respectively.

Jennifer Yu Cong
Director

Ms. Jennifer Yu Cong became a director of the Company on February 10, 2021. She joined Platinum
Group Metals Corporation in 2011 and was assigned to the Billing & Collection Department. Fluent
in Chinese language, she was transferred to the Marketing Department where she is assigned to handle
buyer and ship-owner concerns from 2012 up to present. She obtained her degree in Chinese
Language at the Huaqiao University in Xiamen, China. Prior to obtaining her degree, she also took up
business related subjects in Chiang Kai Shek College and University of Santo Tomas here in the
Philippines.

Edgardo Gapuz Lacson
Independent Director

Mr. Edgardo Gapuz Lacson became a Director of the Company on June 29, 2016. Mr. Lacson is a
Director of the Philippine Stock Exchange and Puregold Price Club, Inc. He is also a Trustee of De La
Salle University, Home Development Mutual Fund, ADR Institute for Strategic and International
Studies and Philippine Disaster Recovery Foundation. Mr. Lacson is a President of MIS Maritime
Corporation, Safe Seas Shipping Agency, Marine Industrial Supply Corporation and EML Realty. He
is also a Trustee, Past President and Honorary Chairman of the Philippine Chamber of Commerce and
Industry. He holds a Bachelor of Science in Commerce Major in Accountancy from the De La Salle
College.

Sergio R. Ortiz-Luis Jr.
Independent Director

Mr. Sergio Ortiz-Luis Jr. became a Director of the Company on August 5, 2020. Mr. Ortiz-Luis Jr is
also an Independent Director of other publicly listed companies namely: Alliance Global Group, Inc.,
Forum Pacific, Inc., Jolliville Holdings and SPC Power Corporation. He is also the Chairman of
Waterfront Philippines, Inc. and a director of Wellex Industries, Incorporated. He is Vice-Chairman of
Export Development Council, member of Industry Development Council and a private sector
representative in The Philippine Bamboo Council. Also, an Honorary Chairman and Treasurer of the
Philippine Chamber of Commerce & Industry and President & CEO of Philippine Exporters
Confederations, Inc. He has been appointed Honorary Consul General of the Consulate of Romania in
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the Philippines (2015 to present), Treasurer of Consular Corps of the Philippines and Honorary
Adviser of International Association of Educators for World Peace. He was also the recipient of the
Sino Phil Asia International Peace Award and the Gawad Parangal ng Rizal in Entrepreneurship in
2019 and 2017, respectively.

Mr. Ortiz-Luis Jr. obtained his Bachelor of Science in Liberal Arts and in Business Administration
from the De La Salle College. He is also a Masters in Business Administration Candidate at De La
Salle College. He has a PhD in Business Administration hc from Angeles University foundation, PhD
in Humanities hc from Central Luzon Agricultural College, PhD in Business Technology hc from
Eugelio Rodriguez University, and PhD in Capital Management hc from the Academy of Multiskills,
UK.

OTHER EXECUTIVE OFFICERS WHO ARE NOT DIRECTORS

Carlo A. Matilac
Senior Vice President Operations

Mr. Matilac became the Senior Vice President for Operations on August 1, 2014. In 1994, Mr.
Matilac graduated with a Bachelor of Science in BS Mining Engineering in Cebu Institute of
Technology in 1994 and thereafter passed the 1994 Mining Engineer Licensure Exam garnering 1*
Place. Mr. Matilac has more than 19 years of technical and engineering experience in managing
companies engaged in mining and mineral exploration development. Prior to his current position, Mr.
Matilac served as a technical specialist for BHP Billiton and QNI, and a mine engineering
superintendent for Manila Mining Corp. He also holds a Masters in Business Administration from
Saint Paul University.

Eveart Grace Pomarin-Claro
Corporate Secretary and Alternate Corporate Information Officer

Ms. Pomarin Claro became Corporate Secretary of the Company on August 24, 2018. She was the
Assistant Corporate Secretary and Alternate Corporate Information Officer of the Company from
September 10, 2014 until on August 23, 2018. Ms. Pomarin-Claro served as Corporate Secretary of
the Company from February 1, 2014 to August 29, 2014. She is the Executive Legal Officer of
PGMC. She is Assistant Corporate Secretary of PGMC, SIRC and the Corporate Secretary of Ipilan
Nickel Corporation, Nickel Laterite Resources, Inc. and Celestial Nickel Mining Exploration
Corporation. She completed a Bachelor of Laws from University of St. La Salle.

Mario A. Nevado
Compliance Officer

Mr. Nevado became Compliance Officer of the Company on August 24, 2018. He has been with
PGMC since 2007 and became the Assistant Vice President for Finance in 2011. He completed his
Bachelors of Science degree in Accounting from the Philippine College of Commerce (now the
Polytechnic University of the Philippines), and is a Certified Public Accountant. He has a solid
background in financial services by working in various reputable companies. He held various
positions as Manager of the Money Market Division, Purchasing Division of the Philippine National
Bank (PNB), and of PNB Capital and Investment Corporation, a subsidiary of PNB. He also worked
as an Accountant of Philippine Bread House in New Jersey, USA.
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Significant Employees

No single person is expected to contribute more significantly than others do to the business since the
Company considers the collective efforts of all its employees as instrumental to the overall success of
the Company’s performance. Other than standard employment contracts, there are no arrangements
with non-executive employees that will assure the continued stay of these employees with the
Company.

Involvement In Certain Legal Proceedings Of Directors And Executive Officers

Save as disclosed in this Information Statement, to the best of the Company’s knowledge and belief
and after due inquiry, none of the Company’s directors, nominees for election as director, or executive
officer have in the five (5) -year period prior to the date of this Prospectus: (a) had any petition filed
by or against any business of which such person was a general partner or executive officer either at
the time of the bankruptcy or within a two (2) -year period of that time; (b) have been convicted by
final judgment in a criminal proceeding, domestic or foreign, or have been subjected to a pending
proceeding in courts of a criminal nature, domestic or foreign, excluding traffic violations and other
minor offenses except as those disclosed in the public domain; (c¢) have been the subject of any order,
judgment, or decree, not subsequently reversed, suspended or vacated, of any court of competent
jurisdiction, domestic or foreign, permanently or temporarily enjoining, barring, suspending or
otherwise limiting their involvement in any type of business, securities, commodities or banking
activities; or (d) have been found by a domestic or foreign court of competent jurisdiction (in a civil
action), the SEC or comparable foreign body, or a domestic or foreign exchange or other organized
trading market or self-regulatory organization, to have violated a securities or commodities law or
regulation, such judgment having not been reversed, suspended, or vacated.

Certain Relationships and Related Transactions

There are no transactions during the past two (2) years to which the Company or any of its
subsidiaries was or is to be a party, and in which a director, executive officer, stockholder owning ten
percent (10%) or more and members of their immediate family had or are to have a direct or indirect
material interest, except as mentioned in Note 29 of the audited consolidated financial statements for
the period ended December 31, 2021 (Annex A) which provides information on the Company’s
significant transactions with related parties.

There are no transactions with parties that fall outside the definition of “related parties” under PAS 24,
with whom the Company or its related parties have a relationship that enables the parties to negotiate
terms of material transactions that may not be available from other, more clearly independent parties
on an arm’s length basis.

Disagreement with Director

No director has resigned nor declined to stand for re-election to the Board of Directors since the date
of the last Annual Stockholders’ Meeting because of a disagreement with the Company on any matter
relating to the latter’s operations, policies, or practices.
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COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICERS

Compensation

The following are the Company’s Chairman of the Board of Directors, its President, and its two other
executive officers as of the date of this report:

Name Position

Joseph C. Sy Chairman of the Board of Directors and Managing Director

Dante R. Bravo President and Managing Director

Mary Belle D. Treasurer/ Senior Vice President for Finance/ Human Resources Department/

Bituin Managing Director

Noel B. Lazaro Senior Vice President for Legal and Regulatory Affairs and Corporate
Information Officer

The following table identifies and summarizes the aggregate compensation of the Company’s
Chairman and its three (3) other executive officers of the Group for the years ended December 31,
2021 and 2020:

Year Total®
(In million P)

Chairman and the three (3) most highly compensated 2020 97.31
executive officers named above 2021 91.03
Aggregate compensation paid to all other officers 2020 122.64
as a group unnamed 2021 115.40
Note:
(1) Includes salary, bonuses and other income

The Compensation and Remuneration Committee comprises at least three members, including the
President and one independent director. It ensures that the compensation policies and practices are
consistent with the corporate culture, strategy and business environment under which the Company
operates. It is responsible for objectively recommending a formal and transparent framework of
remuneration and evaluation for the members of the Board and the Company’s key executives to
enable the directors and officers to run the company successfully. It evaluates and recommends to the
Board incentives and other equity-based plans designed to attract and retain qualified and competent
individuals.

The Compensation and Remuneration Committee reports directly to the Board and is required to meet
at least once a year and provides overall direction on the compensation and benefits strategy of the
Company. The composition of the Compensation and Remuneration Committee consist of three (3)
members, including Mr. Sergio R. Ortiz-Luis Jr. as chairman, and Mr. Joseph C. Sy and Atty. Dante R.
Bravo as members.

Standard Arrangements

Other than payment of a fixed monthly director’s fee of 100,000, there are neither per diem nor other
standard arrangements pursuant to which directors of the Company are compensated, or were
compensated, directly or indirectly, for any services provided as a director and for their committee
participation or special assignments.
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Other Arrangements

There are no other arrangements pursuant to which any director of the Company was compensated, or
to be compensated, directly or indirectly, for any service provided as a director.

Family Relationships

There are no family relationships between any Directors and any members of the Company’s senior
management as of the date of this Information Statement, except Mr. Sy and Ms. Gu who are husband
and wife.

Employment Contracts

a) There are no employment contracts between the Company and a named executive officer.

b) Neither is there a compensatory plan or arrangement, including payments to be received from
the Company, with respect to a named executive officer, which plan or arrangement results or
will result from the resignation, retirement or any other termination of such executive
officer’s employment with the Company and its subsidiaries or from a change-in-control of
the Company or a change in the named executive officer’s responsibilities following a
change-in-control and the amount involved, including all periodic payments or installments,
exceeding $2,500,000.

Warrants and Options Outstanding

As of the date of this Information Statement, there are no outstanding warrants or options held by the
President, the CEO, the named executive officers, and all officers and directors as a group.

CORPORATE GOVERNANCE

In 2011, the Corporation adopted a Revised Manual on Corporate Governance pursuant to SEC
Memorandum Circular No. 6, Series of 2009 and in amendment of its Manual on Corporate
Governance (dated August 21, 2002 as amended in June 2010).

The duties and responsibilities of the Board of Directors and management were expanded under SEC
Memorandum Circular No. 9, Series of 2014, to consider not only the stockholders but also other
stakeholders which include, among others, customers, employees, suppliers, financiers, government
and the community in which it operates. Hence, a Revised Manual on Corporate Governance was
filed on July 24, 2014.

On December 1, 2014, the Board of Directors approved the Confirmation of Adoption of Manual of
Corporate Governance of the Company in view of the change in management and majority
stockholders.

In 2016, the Code of Corporate Governance for Publicly-Listed Companies was introduced based on
the latest G20/OECD Principles of corporate governance and the Association of Southeast Asian
Nations Corporate Governance Scorecard. In compliance with SEC Memorandum Circular No. 19,
Series of 2016, the Corporation filed its Manual on Corporate Governance on May 31, 2017.

The Corporation also files its Integrated Annual Corporate Governance Report periodically required
under SEC Memorandum Circular No. 15, Series of 2017. Last filing at the time of this report was on
June 30, 2021.

To ensure compliance with the Revised Manual on Corporate Governance, the Compliance Officer
shall, among other things, (i) monitor compliance with the provisions and requirements of the Revised
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Manual on Corporate Governance, (ii) determine violations thereof and recommend possible penalties
for violation for further review and approval of the Board, and (iii) identify, monitor, and control
compliance risks. Further, not later than 30™ day of January each year, the Compliance Officer shall
issue a certification on the extent of the Company’s compliance with its Revised Manual on Corporate
Governance for the completed year and explain the reason/s for any deviation therefrom.

On January 4, 2022, the Compliance Officer has issued a certification that for calendar year 2021, the
Corporation substantially adopted and complied with the provisions of the Manual on Corporate
Governance (Model Corporation), as prescribed by SEC Memorandum Circular No. 24, Series of
2019 and does not have any significant deviation therefrom.

COMPENSATION PLANS

On June 29, 2016, the BOD and stockholders of the Parent Company approved the establishment of
an ESOP (which covers the qualified employees of the subsidiaries of the Parent Company), the
details of which shall be subject to the approval of the Compensation Committee. On May 9, 2017,
the Compensation Committee and the BOD approved the Employee Stock Option Master Plan which
is a share-based compensation plan. It also approved the granting of the First Tranche which
comprised the 20,000,000 option grants to be vested over three (3) years at a strike price of £2.00 and
20,000,000 share/stock grants to be granted over two (2) years (i.e., 10,000,000 share/stock grants
each year).

Special Stock Grant

The stock grant agreement in relation to the Employee Stock Option Master Plan was executed on
December 27, 2017, the grant date, between the Parent Company and the grantees. A total of
10,100,000 treasury shares of the Parent Company was granted to PGMC, then subsequently issued
and awarded by PGMC to its employees as recognition for their past services. The basic terms and
conditions of the stock grant are as follows:

e The participants of the special stock grant are the officers and employees of its significantly
owned subsidiaries as selected and approved by the Compensation Committee;

e The shares granted under the 2017 Plan will be registered in the employee’s name and will
have a lock-in period of two (2) years from the date of grant;

e As the owner of record, the employee will have the right to vote shares and receive dividends;
and

e During the lock-in period, such shares of stocks granted may not be sold, assigned,
transferred, pledged, hypothecated, or otherwise encumbered or disposed of. Pursuant to this,
the certificate covering the shares of stock will be held in escrow by the designated escrow
agent, and will be released at the end of the lock-in period.

The second tranche of the Stock Grant was executed on December 28, 2018, the grant date, between
the Parent Company and the grantees. A total of 9,900,000 treasury shares of the Parent Company was
granted to PGMC, then subsequently issued and awarded by PGMC to its employees as recognition
for their past services. The basic terms and conditions of the stock grant are the same as that of the
2017 Stock Grant. As of date, the stock grants have been released to the grantees since the lapse of
the lock-in periods.

Appointment of Stock and Transfer Agent

Securities Transfer Services, Inc. (“STSI”) is recommended to be retained as the Company’s stock and
transfer agent for the ensuing year. Representatives of STSI are expected to be present at the
upcoming Annual Stockholders’ Meeting to respond to appropriate questions and to make a statement
if they so desire.
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Financial and Other Information

The audited financial statements as of December 31, 2021, Management Discussion and Analysis,
market price of shares and dividends and other data related to the Company’s financial information is
attached.

OTHER MATTERS
Action with Respect to Reports
The approval of the following will be considered during the Annual Stockholders’ Meeting:

1. Approval of the Minutes of the Previous Annual Stockholders’ Meeting held on June 30,
2021

Annual Report and Approval of the Audited Financial Statements as of December 31, 2021
Ratification of all acts of the board of directors and management

Approval of the amendment of Third Article of Articles of Incorporation

Election of the Board of Directors

Appointment of external auditors

Other Matters

Nownbkwd

Declaration of Cash Dividend of P0.20 per share

The Company’s current dividend policy provides that at least 20% of the Unrestricted Retained
Earnings of the Company for the preceding fiscal year will be declared as dividends. The Company
intends to maintain a consistent dividend payout policy based on its consolidated net income for the
preceding fiscal year, subject to the requirements of the applicable laws and regulations and absence
of circumstances which may restrict the payments of such dividends. As such, in its meeting held on
April 4, 2022, the Board of Directors approved the declaration of a cash dividend of twenty centavos
(Php 0.20) per share subject to the Company’s withholding of applicable taxes for stockholders of
record as of April 20, 2022. Payment will be not later than May 16, 2022 and will be taken out of
unrestricted retained earnings as of December 30, 2021.

Other Proposed Actions
The following are to be proposed for approval during the stockholders’ meeting:

1. Election of the Directors; and
2. Appointment of External Auditors; Ms. Elenore A. Layug is the engagement partner
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UNDERTAKING

Upon the written request of the stockholder, the Company undertakes to furnish such
stockholder with a copy of SEC Form 17-A free of charge. Such a written request for a copy of
SEC Form 17-A shall be directed to the Office of the Corporate Secretary, 7" Floar, Corporate
Business Centre, 151 Pasen De Roxas cor. Arnakz Street, Makati City, Metro Manila,
Philippines. At the discretion of the management, a charge may be made for exhibits provided.
Such charge s limited to reasonable expenses incurred by the Company in furnishing such
exhibits.

SIGNATURES

After reasonable inquiry and to the best of my knowledge and belief, 1 centify that the
information set forth in this report is true, complete and correct. This report was signed in the City of
Makati, Metro Manila on May 23, 2022,

GLOBAL FERRONICKEL HOLDINGS, INC.
Issuer

EVEART GRA{E POMARIN-CLARO
L& ate Secrelary
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MANAGEMENT REPORT

BUSINESS
Corporate Information

Global Ferronickel Holdings, Inc. (the “Company” or “Parent Company” or “Corporation” or “FNI”
or “GFHI”) was established on May 3, 1994 as a holding company.

The registered principal office address of the Company is at 7th Floor, Corporate Business Centre,
151 Paseo De Roxas corner Arnaiz Street, Makati City.

As at June 30, 2014, IHoldings, Inc., Kwantlen Development Corp. and Januarius Resources Realty
Corp. (collectively, the IHoldings Group) owned 74.80%, 10.17% and 4.85% of the Company,
respectively.

On July 9, 2014, IHoldings Group entered into a Share Purchase Agreement with Huatai Investment
Holdings Pty. Ltd., Regulus Best Nickel Holdings, Inc., Bellatrix Star, Inc., Alpha Centauri Fortune
Group, Inc., Antares Nickel Capital, Inc., Blue Eagle Elite Ventures, Inc., Ultimate Horizon Capital,
Inc., Sohoton Synergy, Inc., Great South Group Ventures, Inc., Red Lion Fortune Group, Inc., and
three (3) individuals (collectively, the “Thirteen Stockholders™) pursuant to which IHoldings Group
will sell to the Thirteen Stockholders 6,291,132,047 common shares of the Company (the “Subject
Shares”) comprising the entirety of their respective shareholdings and representing 89.82% of the total
issued and outstanding capital stock of the Company. This Share Purchase Agreement was amended
on September 4, 2014.

On September 5, 2014, as a requirement under the Securities Regulation Code (SRC), the Thirteen
Stockholders have launched a mandatory tender offer to acquire the shares of the minority
stockholders holding 712,781,634 common shares of the Company and filed a Tender Offer Report
with the Philippine Securities and Exchange Commission (SEC) and Philippine Stock Exchange
(PSE). The Tender Offer period lapsed October 10, 2014 where 204,264 common shares (the
“Tendered Shares”) were tendered to the Thirteen Stockholders. After the lapse of the tender offer
period, the Thirteen Stockholders completed the purchase of the Subject Shares in accordance with
the Share Purchase Agreement. The Subject and Tendered Shares were crossed through the PSE on
October 15, 2014.

On September 10, 2014 and October 22, 2014, the Board of Directors (BOD or Board) and the
stockholders of the Company, respectively, approved the following amendments to the Articles of
Incorporation (AOI) and By-laws:

e Change in the Company’s name from Southeast Asia Cement Holdings, Inc. to Global
Ferronickel Holdings, Inc.;

e Change in the registered and principal address from Room 1104, Liberty Center Buildings,
104 H.V. dela Costa corner Leviste Streets, Salcedo Village, Makati City to 7th Floor,
Corporate Business Centre, 151 Paseo De Roxas corner Arnaiz Street, Makati City;

e Increase in the number of directors from nine (9) to ten (10) members;

e Increase in the authorized capital stock of the Company from P2,555,000,000.00 divided
into 7,300,000,000 common shares with a par value of P0.35 per share to
P12,555,000,000.20 divided into 35,871,428,572 common shares with a par value of 0.35
per share; and

e Change of fiscal year from June 30 to December 31.
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The BOD and the stockholders of the Company also approved the issuance of 10,463,093,371 new
common shares of the Company resulting from the increase in the authorized capital stock to the
Thirteen Shareholders who are also the stockholders of Platinum Group Metals Corporation
(“PGMC”) in exchange for the sale and transfer to the Company of 99.85% of the outstanding capital
stock of PGMC under a Deed of Exchange dated October 23, 2014; and the follow-on offering and
listing of shares with the PSE which includes the 10,463,093,371 common shares issued to the
stockholders of PGMC.

On October 23, 2014, the Company executed a Deed of Exchange for a share-for-share swap (Share
Swap) with the Thirteen Stockholders of PGMC. The Company will issue 10,463,093,371 common
shares to the Thirteen Stockholders in exchange for the 99.85% outstanding shares of PGMC and
cancel the receivables of the Company assumed by the Thirteen Stockholders from the IHoldings
Group pursuant to the Share Purchase Agreement dated July 9, 2014, as amended on September 4,
2014. The total par value of the 10,463,093,371 common shares to be issued by the Company to the
Thirteen Stockholders amounted to 3,662.1 million.

On November 27, 2014, the Company entered into a Memorandum of Agreement with Giantlead
Prestige, Inc., Alpha Centauri Fortune Group, Inc., Antares Nickel Capital, Inc., Huatai Investment
Holding Pty. Ltd. and an individual for the purchase of 500,000 common shares and 6,250,000,000
preferred shares or one hundred percent (100%) interest of Southeast Palawan Nickel Ventures, Inc.
(SPNVI) for United States Dollar (US$)50.0 million or its Philippine peso equivalent.

On December 1, 2014, the Company filed with the SEC a Notice of Exempt Transaction under
Section 10.1 (e) and (i) of the SRC, or pursuant to the sale of capital stock of a corporation to its own
stockholders exclusively, where no commission or other remuneration is paid or given directly or
indirectly in connection with the sale of such capital stock and pursuant to the subscription for shares
of the capital stock of a corporation prior to the incorporation thereof or in pursuance of an increase in
its authorized capital stock under the Philippine Corporation Code, when no expense is incurred, or no
commission, compensation or remuneration is paid or given in connection with the sale or disposition
of such securities, and only when the purpose for soliciting, giving or taking of such subscriptions is
to comply with the requirements of such law as to the percentage of the capital stock of a corporation
which should be subscribed before it can be registered and duly incorporated, or its authorized capital
increased, for the issuance of the aforementioned 10,463,093,371 new common shares. An amended
Notice of Exempt Transaction was filed on February 18, 2015.

On December 22, 2014, the Philippine SEC approved the Company’s application to increase the
authorized capital stock of the Company to £12,555,000,000.20 divided into 35,871,428,572 common
shares with a par value of P0.35 per share, and the issuance of 10,463,093,371 to the stockholders of
PGMC who transferred their shares in PGMC to the Company, as well as the amendment of its
articles of incorporation and by-laws to reflect the change in the corporate name, principal address,
number of directors and fiscal year.

On February 26, 2015, the Company’s stockholders representing 71.64% of the total outstanding
shares unanimously approved and ratified the planned acquisition of SPNVI.

On May 19, 2015, SEC approved PGMC's increase of authorized capital stock from £715,375,046.80
to P1,515,375,046.80. Out of the increase in the authorized capital stock of £800,000,000.00 divided
into 80,000,000,000 Class A Common Shares with a par value of P0.01 per share, FNI subscribed
20,000,000,000 Class A Common Shares or 61.51% of PGMC.

On August 6, 2015, the BOD of the Company approved the following:

e The execution of the Contract to Sell for the purchase of 500,000 common shares and
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6,250,000,000 preferred shares or one hundred percent (100%) interest of SPNVI for US$50.0
million or its Philippine peso equivalent; and

e Subscription of the Company to the remaining unissued and unsubscribed shares of SPNVI
consisting of Three Hundred Thousand (300,000) common shares with a par value of One
Peso (P1.00) per share, and Three Billion Seven Hundred Fifty Million (3,750,000,000)
preferred shares with a par value of One Centavo (P0.01) per share, for a total subscription
price of Thirty Seven Million Eight Hundred Thousand Pesos (P37,800.000.00).

The approval of the stockholders to authorize this transaction was secured during the Corporation’s
Special Stockholders’ Meeting held on February 26, 2015.

On August 22, 2016 and October 3, 2016, the BOD and stockholders of the Parent Company,
respectively, approved the following resolutions:

e Reverse stock split of the Parent Company’s common stock at a ratio 1-for-3;

e Amendment of the AOI to reflect an increase in the par value per share and a corresponding
decrease in the total number of shares or a reverse stock split, whereby in effect, the
authorized capital stock of the Parent Company is increased from £12,555,000,000.20 divided
into 35,871,428,572 common shares with a par value of P0.35 per share to
P12,555,020,001.30 divided into 11,957,161,906 common shares with a par value of £1.05
per share, or an increase of £20,001.10; and

e Amendment of the By-laws to include notice of regular or special meetings of the Board by
electronic mail and attendance to board meetings by means of telephone, electronic, or other
suitable electronic communication facilities, including telephone conference, video
conference, or the internet or any combination of those methods.

On November 7, 2016, the SEC approved the Parent Company’s increase in the authorized capital
stock and the amendments of the AOI and By-laws.

On July 20, 2018, the Parent Company completed its 250,000,000 common shares follow-on offering
at an offer price of P2.07 with total proceeds of P517.5 million. On the same date, all the
6,072,357,151 issued shares of the Parent Company, including the common shares issued in
accordance with the Share Swap transaction approved by the SEC on December 22, 2014, private
placement and follow-on offer shares, are listed in the PSE. Pursuant to the use of proceeds from the
follow-on offering, the Parent Company subscribed to PGMC’s common stock amounted to $480.6
million on August 2, 2018 and on August 3, 2018, PGMC used this amount to pay a portion of the
Taiwan Cooperative Bank Manila Offshore Banking Branch (TCB) loan.

The Company, its Subsidiaries and Affiliates (collectively, the “Group”) have no record of any
bankruptcy, receivership or similar proceedings during the past three (3) years. Neither has the Group
made any material reclassification, merger, consolidation, or purchase nor sale of a significant amount
of assets not in the ordinary course of business from 2019 to 2021, except as disclosed and mentioned
herein, and in the Company and Subsidiaries Audited Financial Statements.

Corporate Objective
The Company’s objective is to deliver value by carrying out its activities in an environmentally,

socially and financially responsible manner for the benefit of the nation, the communities where it
operates, its employees, customers and other stakeholders.
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Subsidiaries

The Parent Company’s ownership interests in its subsidiaries are presented below:

Principal
Place Effective Ownership
Principal
Subsidiaries of Business Activities 2021 2020
PGMC Philippines Mining  99.98%  99.98%
Surigao Integrated Resources Philippines Mining  99.98%  99.98%
Corporation (SIRC)™V
PGMC-CNEP Shipping Services Philippines Services  99.98%  99.98%
Corp. (PCSSC)™
PGMC International Limited (PIL)" Hong Kong Marketing,  99.98%  99.98%
Trading and
Services
Wealthy Huge Corporation Limited  Hong Kong Marketing,  99.98% -
(WHCL)® Trading and
Services

FNI Steel Landholdings Corporation Philippines Landholdings 100.00%  60.00%
(FSLC)®

FNI Steel Corporation (FSC)? Philippines ~ Manufacturing 100.00%  51.00%
Seasia Nectar Port Services Inc. Port Operations  64.03% -
(SNPSD)©® Philippines

(1) Indirect ownership through PGMC.

(2) The Parent Company's equity interest in FSC and FSLC increased as a result of Huarong
Asia Limited (Huarong)s relinquishment of its investment in these companies in 2021.
Consequently, both companies became wholly-owned subsidiaries of the Parent Company
on
November 9, 2021.

(3) The Parent Companys equity interest in SNPSI increased from 40.05% to 64.03% as a
result of the purchase of additional interest from Nectar Group Limited (NGL) for a
consideration of B192.0 million on December 29, 2021.

Platinum Group Metals Corporation
PGMC was registered with the Philippine SEC on February 10, 1983. PGMC is primarily engaged in

the exploration, mining and exporting of nickel ore located in the municipality of Claver, Surigao del
Norte.

PGMC has the exclusive privilege and right to operate for a period of twenty-five (25) years the
lateritic nickel mine in Cagdianao, Claver, Surigao del Norte, Philippines, hereafter referred to as the
“Cagdianao Mine” covered under Mineral Profit Sharing Agreement (MPSA) No. 007-92-X by virtue
of the Operating Agreement entered into on September 15, 2006 by PGMC and SIRC, a subsidiary.
PGMC currently operates four (4) deposit sites known as CAGA 1, CAGA 2, CAGA 3, and CAGA 4
within the Cagdianao Mine. There are three (3) additional deposit sites at Cagdianao Mine that have
yet to be developed and exploited.

Seasonality
The Cagdianao Mine produces and exports nickel ores from April to October of each year, typically
the dry and minimal sea swell season at the mine site. During the rainy season, mining operations in

21



the mine site are suspended and there is no loading of ore onto ships. This seasonality results in
quarter-to-quarter volatility in the operating results with more revenue being earned and more
expenses being incurred during the second and third quarters compared to the first and fourth quarters.

As of 2021, PGMC is the second largest nickel ore producer in the Philippines by total value of
shipment and third by total volume of nickel ore shipped from 2014 to 2021, accounting for 14.44%
and 10.40%, respectively, according to the data obtained from Mines and Geosciences Bureau’s
(MGB) website.

Surigao Integrated Resources Corporation
SIRC was organized in July 1999 and duly registered with the Philippine SEC on July 16, 1999. Its

primary purposes are to engage in the exploration and processing of minerals, petroleum and other
mineral oils, to enter into financial and technical assistance agreements for the large-scale exploration,
development and utilization of mineral resources or otherwise engage in mining activities or enter into
agreements as may be allowed by law.

SIRC is the holder of MPSA No. 007-92-X located in Cagdianao, Claver, Surigao del Norte covering
an area of 4,376 hectares. The said MPSA was last renewed on June 21, 2016 for another twenty-five
(25) years from its initial term ending in 2017, or until February 14, 2042.

On June 15, 2016, SIRC and Cagdianao Lateritic Nickel Mining, Inc. (CLNMI) executed a Deed of
Assignment wherein CLNMI has agreed to assign all of its rights, titles and interests on its
Exploration Permit (EP) and mineral property. The Deed of Assignment was approved by the MGB
on June 27, 2016. CLNMI has an application for EP with Application No. EPA-000101-XIII filed
with the MGB covering an area of about 927.9 hectares located at Cagdianao, Claver, Surigao del
Norte. SIRC applied for the expansion of its mining tenement annexing the area covered by the
application for EP with Application No. EPA-000101-XIII. On March 2, 2020, MGB approved the
area expansion of SIRC’s MPSA from 4,376 hectares to 5,219.56 hectares by annexing the area
covered by the application for exploration permit EXPA-000101-XIII. MGB redenominated SIRC’s
MPSA from MPSA No. 07-92-X-SMR to MPSA No. 07-92-X-SMR (Amended I).

PGMC-CNEP Shipping Services Corp.
On June 4, 2013, PGMC incorporated PCSSC. PCSSC was registered with the Philippine SEC,

primarily to conduct and carry on the business of inter-island shipping, including chartering, hiring,
leasing, or otherwise acquiring tug and barge, self-propelled barges or landing craft tank (LCT) or
other ships or vessels, together with equipment, appurtenances and furniture therefor; and to employ
the same in the conveyance and carriage of ores, minerals, goods, wares and merchandise of every
kind and description.

In April 2014 and June 2014, PCSSC’s LCT 3 and 4, and LCT 1, 2 and 5, respectively, were
registered with the Maritime Industry Authority (MARINA), under the Department of Transportation,
the former being the agency responsible for integrating the development, promotion and regulation of
maritime industry in the Philippines. These shipping equipment are classified as cargo ships and are
engaged primarily in coastwise trading with licenses that are valid until 2022.

PGMC International Limited

On July 22, 2015, PIL was incorporated under the Companies Ordinance of Hong Kong, and is a
limited company. It was established to conduct marketing, trading, sales and to facilitate relations
with Chinese customers, to avail of offshore banking services such as loans, credit/discounting lines
and other financing arrangements, and to do other services for PGMC.

Wealthy Huge Corporation Limited
On March 1, 2021, WHCL was incorporated under the Companies Ordinance of Hong Kong, and is a
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limited company. It was established to facilitate relations with offshore customers, collection of
accounts, availment of offshore banking services, and such other services as will aid PGMC’s
strategic growth in the ASEAN region. WHCL has not started its operations as at December 31,
2021.

ENI Steel Landholdings Corporation
FSLC is 60% and 40% owned by the Parent Company and Huarong, respectively, as of December 31,

2020. In 2021, the Parent Company and Huarong reassessed the viability of its partnership in FSLC
and for mutual benefit and upon mutual consent, they have agreed to terminate their relations. On
November 9, 2021, Huarong relinquished its interest in FSLC in favor of the Parent Company.
Consequently, FSLC became a wholly-owned subsidiary of the Parent Company.

FSLC was registered with the Philippine SEC on May 31, 2019. Its primary purpose is to engage in
the business of managing real estate or interest therein, alone or in joint ventures with others and for
this purpose acquire land by purchase, lease, donation, or otherwise, and to own, use, improve,
subdivide, hold, administer, sell, convey, exchange, lease, mortgage, dispose of, work, develop, or
otherwise deal in real property of any kind and interest or right therein and to construct, improve,
manage, or otherwise dispose of buildings and other structures of whatever kind, together with their
appurtenances whether for dwelling, commercial or industrial purposes. FSLC was incorporated to
hold real properties of FSC.

On January 21, 2020, FSLC entered into a 25-year agreement with FSC to lease the 100,000 square
meters land located at Barangay Alas-asin, Mariveles, Bataan, Philippines, for a consideration
amounting to P5.00 per square meter or 500,000 every month. Lease payments will commence upon
the commercial operations of FSC.

FENI Steel Corporation

FSC is 51% and 49% owned by the Parent Company and Huarong, respectively, as of December 31,
2020. In 2021, the Parent Company and Huarong reassessed the viability of its partnership in FSC
and for mutual benefit and upon mutual consent, they have agreed to terminate their relations. On
November 9, 2021, Huarong relinquished its interest in FSC in favor of the Parent Company.
Consequently, FSC became a wholly-owned subsidiary of the Parent Company.

FSC was registered with the Philippine SEC on August 5, 2019. Its primary purpose is to engage in
the business of buying, selling, dealing, at wholesale and retail, importing and manufacturing iron,
steel and other ferrous or non-ferrous metal products, to be processed either by melting, rolling,
casting, or forging to produce it in the form of ingots, billets, sections, bars, plates, strips, rods, tubes,
pipes and other such form in demand in the market or industry; to import materials, machinery and
equipment needed to manufacture such finished products; and to lease real properties such as land and
buildings as needed.

On October 21, 2019, FSC entered into a Registration Agreement with the Authority of the Freeport
Area of Bataan (AFAB) which entitles FSC to conduct and operate its business at the Freeport Area of
Bataan (FAB). As a registered export enterprise engaged in the manufacture of iron, steel, and other
ferrous and non-ferrous metal products with AFAB, FSC enjoys certain tax incentives and its
certificate of entitlement to tax incentives was renewed last December 28, 2021 for the year 2022.

In March 2020, FSC has already started with its land development. As of December 31, 2021, FSC
has not yet started its commercial operations.

ja Nectar Port ices Inc.
SNPSI was registered with the SEC on July 11, 2014 primarily to carry on the business of providing
and rendering general services incidental to and necessarily connected with the operation and
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management of port terminals in the Philippines, which will involve the handling of containers, bulk
liquid and dry cargoes, refrigerated warehousing facilities, warehousing and stevedoring, lightering,
towing, and/or storing of cargo handled by SNPSI to and from port terminals in the delivery from
abroad and/or for shipment abroad as may be necessary or incidental thereto.

SNPSI operates the first purpose-built Dry Bulk Terminal located within the FAB in Mariveles and
handles shipments of coal, clinker, silica sand and cement raw materials, as well as steel, fertilizer and
other dry bulk cargoes. It was formed as a result of a joint venture between NGL, Seasia Logistics
Philippines, Inc., both with 40% ownership interest, and Webcast Technologies, Inc. with 20%
ownership interest.

On December 19, 2019, as part of the diversification plans of the Company, it acquired 40.05%
interest in SNPSI. The Company’s investment in SNPSI paves the way for the successful operations
of FSC’s, a subsidiary, steel processing plant located in proximity to the terminal. It helps ensure that
FSC has easy and steady access to port services given that FSC relies heavily on the importation of
raw materials especially during the period of construction.

On December 29, 2021, the Company acquired an additional 23.98% interest in SNPSI from NGL,
resulting in 64.03% ownership in SNPSI. Consequently, SNPSI became a subsidiary of the Company.

Subsidiaries’ Registered Principal Office Address

On November 18, 2021, the BOD and Stockholders of PGMC, SIRC, PCSSC, and FSLC approved
the amendment of its AOI to change its principal office address from 7/F Corporate Business Centre,
151 Paseo de Roxas Cor. Arnaiz St., Makati City to Penthouse, Platinum Tower, Aseana Avenue
corner Fuentes St., Aseana, Parafiaque City. In December 2021, PGMC, SIRC, PCSSC, and FSLC
filed its application for approval of its amended AOI with the SEC and was subsequently approved on
January 6, 2022. PIL and WHCL’s registered addresses are at Unit 4101-02, 41/F, Office Tower,
Convention Plaza, 1 Harbour Road Wanchai, Hong Kong, and Room 804, 8/F, LAP FAI Building, 6-8
Pottinger Street, Central Hong Kong, respectively. FSC’s registered address is at Lot 9 3rd Floor
AFAB Administration Building, Freeport Area of Bataan Alas-asin Mariveles, Bataan, Region III,
Philippines. SNPSI’s registered office address is at Mariveles Multi-Purpose Terminal, Mariveles
Diversion Road, Freeport Area of Bataan, Brgy. Sisiman, Mariveles, Bataan

Products

The Group produces two (2) types of nickel ore, namely saprolite and limonite. Nickel ore can be
blended into six (6) product categories to meet the specifications stipulated in the Group’s supply
contracts entered into with its customers. The shipping grades and tonnages may vary yearly
depending on customer specifications and demand for different product types. However, based on
historical shipment records, previous product specifications were generally classified in the categories
presented in the table below:

Historical Product Categories

Nickel Ore Product Categories Grade Specifications
Type
Limonite Low Grade Nickel-High Iron Ore | <1.10% Ni and >=47% Fe
Limonite Low Grade Nickel-Medium Iron >=1.10% Ni to <1.40% Ni and >=30% to
Ore <47% Fe
Saprolite Low Grade Nickel Ore >=1.10% Ni to <1.40% Ni and <30% Fe
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Saprolite Medium Grade Nickel-High Iron | >=1.40% Ni to <1.70% Ni and >=30% Fe
Ore

Saprolite Medium Grade Nickel-Low Iron | >=1.40% Ni to <1.70% Ni and <30% Fe
Ore

Saprolite High Grade Nickel Ore >=1.70% Ni and regardless % Fe

Though there is a category for waste that falls outside of the saleable grade ranges, the Company
stockpiles waste for future blending purposes or for future sale when they become marketable.

In general, low grade nickel high iron products have the greatest volumes sold, which represented
approximately 59.6% by mass of total ore shipped followed by medium grade nickel products at
approximately 36.6% and high grade products at approximately 3.8% for the years 2007 to 2021. A
high proportion of low nickel grade materials have been sold as this material is closest to the surface;
they are the easiest to be mined and most abundant at our Cagdianao Mine.

The Group’s primary customers include trading companies as well as end users in China. One
Hundred Percent (100.0%) of the Group’s sales for the years ended December 31, 2019, 2020 and
2021 were sold to customers in China and the Group expects that China will continue to be a large
contributor to its sale of nickel ore in the future. The Group’s customers mainly use the ore it
provides to produce intermediate products for the manufacture of stainless steel, nickel pig iron (NPI)
and for the production of nickel cathodes. High grade nickel ore are purchased by the Group’s
customers for the production of higher grade stainless steel such as the 300 Series, and low grade
nickel ore is used by the Group’s customers for the production of lower grade stainless steel such as
the 200 Series.

Competition

The Company competes with foreign nickel ore suppliers (primarily from New Caledonia, Indonesia
and Australia) in world nickel ore markets, as well as other Philippine players. The most notable
domestic competitors are Nickel Asia Corporation, Marcventures Mining and Development
Corporation, CTP Construction and Mining Corporation, Carrascal Nickel Corporation and Oriental
Peninsula Resources Group, Inc. The Company competes with other nickel ore suppliers primarily on
the basis of ore quality, price, transportation cost and reliability of supply. The Company believes that
it can effectively compete with other nickel ore suppliers due to efficient systems put in place in the
operations of the CAGA Mine.

Source of Supplies

The main supplies that the Group and its service contractors require to operate its business include
diesel fuel, tires, and spare parts for its mining equipment. The Group buys diesel fuel from Petron
Corporation and Phoenix Petroleum Philippines, Inc. and heavy mining equipment such as trucks and
excavators from three (3) manufacturers, Komatsu, Caterpillar and Volvo, through their Philippine
distributors Maxima Machineries and Monark and Civic Merchandising. In addition, the Group has
its own fleet of barges and heavy mining equipment. The Group’s contractors provide their own
mining equipment and supplies necessary for the mining operations. The Group believes that there are
a number of alternative suppliers for all of its requirements.
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Exploration and Development
Nickel Resources

The Group has an extensive portfolio of exploration areas and programs encompassing both
brownfield exploration, which consists of activities at its existing mine operations and identified
deposits to extend resource boundaries and to upgrade mineral resources to ore reserves; and a
greenfield exploration, which involves exploring and delineating additional nickel laterite deposits in
its existing properties. The Group has sixteen (16) available drill rigs designed specifically for
drilling near surface lateritic deposits in a quick, efficient and economical manner for use in its
exploration drilling. The Group also has an experienced pool of geologists and a laboratory at its
mine sites to conduct assaying of samples as required.

The figures below show the coverage of the Group’s 2015- 2021 overall exploration program at its

existing mine and expansion areas and the recently completed (Year- 2021) drill holes at CAGA- 3
and 4:
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Cagdianao - Deposit Areas

The Cagdianao Mine has a total area of 4,376 hectares and the Company is currently operating the
deposits in CAGA 1, 2, 3 and 4. The Company’s rights to the property are governed by the MPSA
and the ECC allows PGMC to produce 5.0 million DMT or 7.7 million WMT of ore each year. As of
October 15, 2021, the Group’s Cagdianao Mine had measured and indicated mineral resources of
72.773 million DMT with an average grade of 1.1% nickel and 30.9% iron (table below).
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Inferred mineral resources are estimated at 27.681 million DMT at an average grade of 1.1% nickel
and 28.6% iron as estimated by the PMRC Competent Person (CP) and these are programmed for
infill drilling to upgrade to indicated or measured categories. The CAGA mine has an estimated
remaining mine life of about ten (10) years which may be extended after completion of the proposed
exploration program by 2023.

Exploration plans through core drilling are focused on the upgrading of inferred resources up to
measured resources, on the CAGAs 1 to 4 and new CAGAs 6 and 7 deposit areas.

Additional Exploration

Possible potential areas were previously interpreted at the peripheral extensions of the identified
deposits (CAGA-1 to CAGA-5), at the Western Area which include CAGA-6 and CAGA-7. These
are areas of moderate, isolated laterite profiles which may become feasible to mine in conjunction
with the existing CAGA deposits and were included in the overall drilling program which has been
on-going since 2015 and is scheduled for completion by 2023.
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With the objective of increasing the resource inventory, PGMC, has started implementing an
exploration drilling program to delineate and assess these other potential areas beginning with
CAGA-1, CAGA-2, CAGA-3, CAGA-4, CAGA-6N, CAGA-6S, and CAGA-7 way back at the last
quarter of 2015 until its pre- completion by September 2020 (under various drilling campaigns).
CAGA-5 exploration drilling was deferred due to pending local Indigenous People (IP) issues.

For 2021-2023, this drilling program will continue with the production drilling in CAGA-1, CAGA-2,
CAGA-3, and CAGA-4 (recurring activity at active mining areas) and exploration drilling in
CAGA-6N and CAGA-7 (unmined areas).

The Proposed Drilling Programs and Exploration Costs (2021- 2023) are given below.

IMEPOST | AREA i{Has) | DH&Meferage | Cosi (P}
CAGA-] 4% 2363 540
CAGA2 L %6 47458 )
CAGA-3 | 1384 | B6r50d AT
CAGA-S 5.6 T
CAGA-6N | 5728 | 4927 380 e
CAGA-T [ 15228 | L142/17.130 FAAAN0N00
TOTAL | 204,99 | 203129490 | 73,361,000.00

Notes:

1.  CAGA-1 to CAGA-4 drilling programs are confirmatory/production drill holes which are recurring as
mining proceeds.

2. CAGA-6N and CAGA-7 (integrated with HIGDON) infill drilling programs are at 25x25 grids for resource
classification upgrade to indicated and measured categories.

3. No significant resource increase is anticipated from the above proposed drilling programs since all drill
holes are confirmatory and production drill holes within blocked resources.

4. Above drilling program will take 1 to 1.5 years to complete.

PGMC conducted extensive exploration drilling at its MPSA starting in 2015 covering CAGAs 1-4,
6-7 and extending further south into a new area (Higdon) which eventually was evaluated in June
2021 as the overall PGMC-CNEP. The various yearly drilling campaigns are used as the basis for
updates on mineral resource estimates starting in 2016 and every year thereafter to date. The latest CP
Resource Update was conducted on 15 October 2021 with the completion of some 1,736 drill holes
(CAGA-7 with 1,042 and HIGDON 694) having a meterage of 19,791.80 meters. Further, completed
(Year- 2021) production drill holes for CAGA- 3 and 4 were also included in the latest resource
estimation on October 15, 2021.

The updated proposed exploration plan and budget for the CAGA mine and expansion area consider
priority drilling based on deposit/prospect potential as presented in the Proposed PGMC-CNEP
Exploration/Drilling Program 2021-2023. Drilling on each priority area includes drilling schemes as
applicable:

e Scheme 1: Infill drilling at resource blocks to upgrade inferred resources to measured
resources

e Scheme 2: Confirmatory/production drilling at mining blocks

The proposed drill holes are shown in the succeeding figures.
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As reviewed by the PMRC CP, the Company’s proposed exploration programs are sufficient to
adequately increase the Mineral Resource and Ore Reserve inventories, upgrade confidence levels of
resource classifications and eventually extend the mine life of PGMC- CNEP.

Environment and Rehabilitation

The Group adheres to the principles and practices of sustainable development. In addition, the
Group’s mining operations are subject to stringent and extensive environmental regulations. As such,
the Group is deeply committed to implementing best practices in managing the environmental impact
of its operations, from exploration to rehabilitation. Upon cessation of the Group’s mining operations,
it plans to restore its mining properties to their pre-mining conditions or to develop alternative
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productive land uses for the benefit of the affected communities.

The Implementing Rules and Regulations of the Philippine Mining Act require the Group to
contribute 3.0% to 5.0% of its direct mining costs for the implementation of the annual Environmental
Protection and Enhancement Program (EPEP). Activities undertaken under its annual EPEP include
among others: rehabilitation of mine disturbed areas, reforestation, construction and/or maintenance
of environmental facilities, solid waste management, hazardous waste management, air quality
monitoring and water quality monitoring. In 2019, 2020 and 2021, the Group spent approximately £100.1
million, P84.7 million, and £99.2 million, respectively, on its EPEP.

The Group’s compliance with ECC conditions and performance of its commitments under its annual
EPEP are subject to monitoring and evaluation of the Multipartite Monitoring Team (“MMT”). The
MMT is a multi-sector group headed by a representative from the MGB and representatives of local
government units, other government agencies, non-government organizations, people’s organizations,
the church sector and the Group. Funds for mine rehabilitation and other environmental guarantee
funds are established and deposited in trust funds, as required by the Philippine Mining Act. As at
December 31, 2019, 2020 and 2021, total rehabilitation and monitoring trust funds amounted to P6.2
million. This amount complies with the minimum requirement under the law.

The Group’s latest Final Mine Rehabilitation and Decommissioning Plan (FMRDP) was submitted to
MGB in July 2018 and was approved on September 12, 2018. The Group periodically book an
accretion expense and corresponding provision for mine rehabilitation and decommissioning. The
basis for this expense/liability is the Group’s latest FMRDP. As of December 31, 2020 and 2021, the
Group had P310.7 million and P312.0 million cash provisions/funds, respectively, for the mine
rehabilitation and decommissioning, which complies with the schedule given by MGB.

The operating mine of SIRC is representative of mature surface mining operations, with disturbed
areas that require on-going restoration and rehabilitation to re-establish the natural vegetation, as well
as to reduce the significant visual impact of the mining operations.

The mine has an approved EPEP and secured the required operating permits to construct and operate
siltation control facilities. Consistent with the EPEP, in early 2014, the Cagdianao mine received an
environmental award under its “Adopt a River Program” for its protection of the Kinalablaban river,
which is within the area of operations in the Cagdianao Mine.

The necessity to segregate each material classification and to partially reduce moisture content
through solar drying involves a fairly wide open area exposed to soil erosion that will cause sediment
loadings and deposition in natural drainages feeding to the ocean. To mitigate such sediment loadings
from reaching the ocean, all operations constructed siltation ponds, most of them in series, to catch
and contain as much run-off as possible.

The mining method, considering the geographic, geological, climatic and other relevant attributes, is
not expected to lead to significant or irreversible adverse impacts to the environment provided that
environmental monitoring, mitigation and rehabilitation measures are properly developed and
implemented. The environmental management personnel of our mine are well-qualified and have
many years of relevant experience.

The DENR requires all operating mines to submit their FMRDP for evaluation and approval. Upon
approval, the mine is required to deposit annually a portion of the total FMRDP cost. The FMRDP
shall be deposited as a trust fund in a Government depositary bank and shall be used solely for the
implementation of the approved FMRDP. Annual cash provisions shall be made by the mining
companies to a FMRDP fund based on the formula provided in DENR Administrative Order No.
2005-07. As of December 31, 2021, the Company has a trust fund deposit with Development Bank of
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the Philippines Surigao City in the total amount of P312.0 million to comply with such requirements
under the FMRDP. The Group is in compliance with such requirements in all material respects.

Compliance with the ECC and implementation of EPEP of all sites are audited quarterly by the MMT.

The DENR also requires all mining companies to secure ISO 14001 certification - Environmental
Management System (EMS). This system ensures sufficient environmental funds are available to
cover full mine rehabilitation even in the event of a premature closure. Through the years, the Group
has embedded the ISO 14001 into the core system of its mining operations. The activities conducted
in its operations must comply with the EMS procedures and the activity-specific work guidelines
geared towards sound environmental management. The Group’s adherence to the global
environmental standards is evident by the sustained certification to the EMS standard by the ISO
certifying company, Intertek. In 2016, PGMC was certified with ISO 14001:2015 (EMS) and was
recertified in October 2019. In April 2017, INC was certified with ISO 14001:2015 in its
Environmental Management System for the Management of Mine Site Preparation. In March 2020,
INC was certified with ISO 14001:2015 in its Environmental Management System for the Preparatory
Activities for Mine Site Operations. PGMC and INC successfully completed the latest annual
surveillance audits conducted in September 2021 and February 2022, respectively.

Occupational Health and Safety

The Group is committed to providing safe and healthy working conditions to protect its employees
from injuries and to prevent damage to its properties and equipment.

Health and safety are integral parts of the Group’s personnel policies. Its comprehensive safety
program is designed to minimize health risks arising out of work activities and to assure compliance
with occupational health and safety standards and rules and regulations that apply to its operations.

The Group provides and strictly requires the utilization of a comprehensive suite of protective
equipment and safety devices for employees and visitors. First aid and emergency equipment are
installed strategically in its work areas. Safety in-house inspections are regularly conducted to
identify hazards and unsafe conditions or practices. Managers and supervisors regularly conduct
safety briefings and meetings. Safety orientation training is also conducted for new employees and
emergency preparedness training and drills are conducted periodically.

The Group has a rigorous system of investigating accidents and near-misses to understand causes and
implement corrective measures. The Group records and monitors lost time injuries, medically treated
injuries, minor injuries, and non-injury incidents that include serious incidents, and property damage
and their frequency rates.

Since the onset of the COVID-19 pandemic, the Group has been working to ensure that its workforce
is safe and healthy and that mining stays solid and viable. To prevent the COVID-19 virus from
spreading, the Group has eliminated needless travels and replaced in-person meetings with virtual
meetings. The Group has also been implementing basic measures such as social distancing, shutting
down common areas, donning face masks, and conducting RT-PCR tests on all returning and newly
hired employees. The Group has its own buildings, medical equipment, and a team of qualified
corporate doctors, nurses, and first-aid responders.

While we recognize that vaccination is not required, we believe it would be beneficial as we all strive
for a safe and healthy “new normal”. In fact, the Group was the one who started the vaccination
program and purchased 400 doses of COVID-19 vaccines for its regular employees to ensure worker
protection against COVID-19. This program was made possible by our strong collaboration with the
Fil-Chinese Chamber of Commerce, the Rotary Club of Surigao City, and the Surigao Medical Center.
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Effective communication and robust health and safety-oriented culture, which are inherent in the
mining sector, have aided the Group’s mining operations in overcoming the pandemic with little
production disruption and job loss. The Group’s response has been fast and coordinated, with two (2)
main goals in mind: protecting employees’ and local communities’ health and safety and establishing
the basis for longer-term economic recovery.

The Company intends to obtain certifications on ISO 9001:2015 Quality Management System and
ISO 45001:2018 Occupational Health and Safety Management Systems.

Social Development and Management Program (SDMP) and Corporate Social Responsibility
(CSR)

General

We believe that we have a corporate social responsibility to protect and care for the people and the
environment affected by our operations and attempt to improve the welfare and quality of life in the
communities in which we operate. We believe that we contribute to the sustainable economic
development of these communities and, more broadly, the nation.

The Philippine Mining Act contains specific provisions with respect to social development and
management programs. The provisions require all mining companies to assist in: (a) the development
of local communities to promote the general welfare of the local inhabitants; and (b) the development
of mining technology and geosciences as well as manpower training and development. The DENR
Department Order No. 2010-21 which served as the Implementing Rules and Regulations of the
Philippine Mining Act, mandates all mining companies to allocate annually a minimum of 1.5% of the
total operating costs for such purposes. 75.0% of the 1.5% total operating costs shall be apportioned
for the development of the Host and Neighboring Communities program, 15.0% of the 1.5% total
operating costs shall be apportioned for the Promotion of Public Awareness and Education on Mining
Technology and Geosciences program and the remaining 10.0% of the 1.5% total operating costs shall
be used to assist in the development of Mining Technology and Geosciences program as well as
research and studies, scholarship programs for mining and environmental courses, manpower training
and development.

Furthermore, the SDMP of the Group aims to address, if not all, the seventeen (17) Sustainable
Development Goals (SDGs) of the United Nations (UN). Guided with the statutory responsibilities of
the mining industry stipulated in DAO 2010-21, the SDMP shall respond to the community’s dire
needs, particularly the marginalized and the poorest sectors of society. Since its implementation, the
Group has already spent P372.0 million for the development of its host and neighboring communities.
The Group’s community change agents underwent consultations to ensure that about 200 programs
being implemented annually are aligned with the UN’s roadmap towards eradicating environmental
challenges and social ills.

Community relations staff and community organizers assist us in building and establishing
partnerships within the communities in which we operate, formulating programs that address the
needs of such communities and also enable us to immediately address local issues and concerns.
Projects for education, health, livelihood, infrastructure assistance and other social services are all
designed and implemented in close coordination with relevant local government units and
communities. The Representatives of Host and Neighboring Communities (RHNC), which is
composed of representatives from local government units, government agencies, non-governmental
organizations, peoples organizations, religious sector, and us, regularly monitors our performance in
implementing our social development and management program.
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FEducation

We believe that quality education is the best tool to fight poverty. We award scholarships and other
forms of aid to deserving students, including students who are members of indigenous groups, so as to
improve their education, job opportunities and their ability to support their families. These
scholarships and other forms of aid include payment of tuition, stipend allowances and provision of
school supplies and uniforms. Education projects also involve the improvement of school facilities,
provision of educational materials to schools, teachers’ training programs and payment of teachers’
honoraria. At our Cagdianao Mine, we have constructed a six classroom school building for
Hayanggabon Elementary School. The school provides free education and school materials to about
600 students from barangay Hayanggabon. In addition, we provided Barangay Cagdianao a brand
new school bus to fetch and ferry students from residence to school. We also provide salaries for six
teachers who work with public schools in the communities where our Cagdianao Mine is located. We
have also initiated a school to school campaign promoting knowledge in mining and sponsorship for
inter-school educational competitions and supports the Department of Education’s annual Brigada
Eskwela.

Health

Affordable and quality health care is provided to local community members, in addition to our
employees and their dependents. We conduct medical missions designed to address the basic medical
needs of local community members, including indigenous people and the indigent, where free
medicine, basic dental services and ambulance service facilities are provided. Our health care projects
involve the construction and improvement of Barangay health centers, provision of sanitation latrines
for households, and provision of salary to local health workers, ambulance driver, midwives, nurses
and a community doctor. Outpatients are being treated by the medical team and medicine and
multivitamins are provided for free. At our Cagdianao Mine, we established a maternity clinic, where
pregnant women as well as other members of the immediate community are being served.

Livelihood and Training

We organize cooperatives and people’s organization from our impact and non-impact communities
and provide them with social enterprise projects such as egg-laying & poultry projects, seedling
production and nursery, agri-farming, woodcraft making, chips making, handicraft/weaving
production, moringa “malunggay” powder/tea production and tshirt-tarpaulin printing. We regularly
provide local community organizations with technical and financial assistance in the form of
seminars, study tours, financial literacy classes, leadership and management training programs, capital
funding, raw materials and equipment for production, and farm inputs for crop production.

We also work with the Technical Education and Skills Development Authority (“TESDA”) to provide
technical education and skills development to residents of neighboring communities. We constructed
a skills training center and provided equipment that are utilized by TESDA participants and trainers.
We also assisted the graduates of the skills training center to establish an auto repair shop, providing
employment to some of the graduates.

In addition, we established food security projects such as communal gardening, egg machines and
aquaculture to address food insufficiency, encourage healthier food options and provide extra income

to the project-beneficiaries especially during the time of COVID-19 health pandemic.
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Infrastructure Assistance

We undertake infrastructure projects in local communities, including production and display areas of
social enterprise products, water system projects, construction of new school building and
improvement of buildings (such as barangay halls, daycare centers, churches and schools), road
improvements and electrification projects as part of our social development and management
program. These projects are implemented with the involvement of community members so as to
foster cooperation and teamwork and impart a sense of ownership among them.

At our Cagdianao Mine, we funded various infrastructure projects such as the construction of housing
for indigent members of the community, through the Gawad Kalinga program, construction of sea
walls to protect the neighboring communities from the effects of sea erosion, construction of a
multi-purpose community hall in Barangay Cagdianao, construction of some barangay road and
churches, procurement of materials for the electrification of individual households, construction of
water processing stations and construction of the Cagdianao public markets.

Moreover, we have also provided and constructed shallow water pumps, a weir dam and an office
building at the local water processing stations to support the local water supply system in the nearby
communities.

Other Social Services

We actively participate in, and provide financial and non-financial assistance to, local cultural
celebrations, sports competitions and other socio-cultural activities. We also assist with soliciting
support from various institutions like the academe, the religious sector, local groups and government
agencies.

Working Beyond Compliance

It has always been the Group’s core belief that success lies in the continuous improvement of all the
aspects of its operations. On top of its SDMP, the Group has been very active in extending the
much-needed support to all people who were severely affected by the pandemic. To date, over P39.0
million was spent on the Group’s COVID-19 response efforts. The Group continues to work closely
with various local government units in helping communities combat the spread of the virus and
providing relief during this crisis by donating personal protective equipment (PPE) supplies, test kits,
disinfectants, vitamins, medical equipment, rice, and other essential goods, as well as conducting
medical services and participating in building a molecular laboratory in Surigao and a COVID-19 test
center in Palawan. In addition, the Group spent over P14.0 million in its relief efforts for those
severely affected by the super typhoon Odette.

Another noteworthy project of the Group is the Food Security Project, a major program that aims to
provide its beneficiaries food on the table and extra income. This program has been running
successfully and recorded notable outcomes for taking a holistic approach in supporting communities,
including giving them tools and the know-how in starting egg machine, aquaculture, or communal
gardening enterprises.

Moreover, the Group received commendations from the local government units and community

recognizing its exemplary dedication in upholding its commitment to the community and
environmental stewardship.
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Employees

As of December 31, 2021, the Group has 420 employees. Out of which, 69 are employed at the
Group’s head office, while the remaining 234 are employed in its mining operations at its existing
mines in Cagdianao and 117 are employed in its existing mines in Ipilan, Palawan. Of these, 97 are
involved in mining operations, engineering, and mine planning, 12 are employed on grade and quality
control, 4 are handling port operations, 111 are taking care of the environment, health, and safety
concerns of the Group, and 191 are performing administrative, human resource, accounting & finance,
maintenance and mechanic functions, mine security, audit, and the office of the vice president. The
Group has employed the best all-Filipino professional and technical personnel. Further, there are five
(5) technical personnel who are members of the Group’s senior and junior management.

As of December 31, 2021, the Group’s service contractors had deployed an aggregate workforce of
195 employees at its Cagdianao site. In addition, the Group has chartered five (5) LCTs utilized for
shipside loading operations and has about 68 personnel.

Although historically the Group has not experienced any work stoppages, strikes or industrial actions,
there can be no assurance that work stoppages or other labor-related disputes, demands for increased
wages or other terms or other developments will not occur in the future. As the Group’s business
grows, it will require additional key financial, administrative and mining personnel as well as
additional operations staff.

There are no labor unions within the Company and its subsidiaries.

As of December 31, 2021, the following is the breakdown of the Group’s employees:
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For the mining season ended 2021, the Group had an average of 1,807 employees and its service
contractors had deployed an average aggregate workforce of 1,491 employees at its Cagdianao site.
The Group does not currently anticipate any significant increase or decrease in the number or
allocation of its employees at its Cagdianao Mine for the 2022 mining season.
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Transactions with Related Parties

Please refer to Note 29 of the audited consolidated financial statements as of December 31, 2021.

Risks Related to Our Business and Industry

Our business is sensitive to the volatility of nickel prices, which can result in volatility in our
earnings.

Our sale of nickel ore is dependent on the world market price of nickel in general, and the market
price of nickel in China in particular. The sales price of saprolite ore and limonite ore is correlated
with the world market price of nickel. The nickel ore price is subject to volatile price movements
over time and is affected by numerous factors that are beyond our control. These factors include
global supply and demand; regulatory policies of other nickel ore producing countries; expectations
for the future rate of inflation; the level of interest rates; the strength of, and confidence in, the U.S.
dollar; market speculative activities; and global or regional political and economic events, including
changes in the global economy.

A growing world nickel market and increased demand for nickel worldwide have attracted new
entrants to the nickel industry, spurred the development of new mines and expansion of existing mine
in various regions, including Canada, Russia, Australia, South Africa, South America and New
Caledonia, and resulted in added production capacity throughout the industry worldwide. A generally
increasing trend in nickel prices since early 2003 has encouraged new or existing international nickel
ore producers to expand their production capacity. An increased rate of expansion and an oversupply
of nickel in world nickel markets in the future could reduce future nickel prices and the prices we
receive under our nickel ore supply agreements.

If the sales price of our nickel ore falls below our production costs, we will sustain losses and, if those
losses continue, we may curtail or suspend some or all of our mining and exploration activities. We
would also have to assess the economic impact of any sustained lower nickel prices on recoverability
and, therefore, the cut-off grade and level of our nickel reserves and resources.

Nickel mining is subject to a number of inherent risks such as natural catastrophes that are beyond
our control.

Our mining operations in the CAGA Mine are usually conducted during the period from April to
October of each year where the weather is fair in the said area, which is different from the rainfall
cycle in Luzon. A disruption of the weather cycle will affect our mining operations in the CAGA
Mine.

Our mining operations are influenced by changing conditions that can affect production levels and
costs for varying periods, materially disrupt our operations, and as a result, diminish our revenues and
profitability. Prolonged disruption of production at our mine or transportation of our nickel ore to
customers would result in an increase in our costs and a decrease in our revenues and profitability,
which could have a material adverse effect on our business, results of operations and financial
condition. The inability to obtain equipment necessary to conduct our operations, increases in
replacement or repair costs, prices for fuel and other supplies and unexpected geological conditions
could have a significant impact on the productivity of our mine, the resulting number of days we are
able to mine and our operating results.

Other factors affecting the production and sale of our nickel ore that could result in increases in our
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costs and decreases in our revenues and profitability include:

Inclement weather conditions, including a prolonged monsoon season;

Equipment failures and unexpected maintenance problems;

Interruption of critical supplies, including spare parts and fuel;

Earthquakes or landslides;

Environmental hazards;

Industrial accidents;

Increased or unexpected rehabilitation costs;

Work stoppages or other labor difficulties; and

Changes in laws or regulations, including permitting requirements, the imposition of
additional taxes and fees and changes in the manner of enforcement of existing laws and
regulations.

Between January 2017 and March 2022, the province of Surigao del Norte was shaken by four (4)
quakes of magnitude 6.0 or above, 44 quakes between 5.0 and 6.0, 268 quakes between 4.0 and 5.0,
1,429 quakes between 3.0 and 4.0, and 5,383 quakes between 2.0 and 3.0. There were also 1,227
quakes below magnitude 2.0. The strongest earthquake recorded was on February 10, 2017 with an
estimated magnitude of 6.5 recorded at Philippine Sea 4.6 km North of Surigao City. In addition, on
December 16, 2021, the province of Surigao del Norte was hit by super typhoon Odette. After a
thorough inspection, the CAGA Mine was not significantly affected by these natural catastrophes. All
safety systems and protocols were observed. There were no reported injuries among employees and
the mining facilities of the Company and infrastructure surrounding the area sustained no major
damage.

Also, the loading/unloading dock facilities in our CAGA Mine are built on reclaimed land.
Earthquakes, tidal waves and other natural calamities may disturb the ground conditions where said
dock facilities are located.

The realization of any of these risks could result in damage to our mining properties, nickel ore
production or transportation facilities, personal injury or death, environmental damage to our
properties, the properties of others or the land or marine environments, delays in mining ore or in the
transportation of ore, monetary losses and potential legal liability. Surface mining and related
activities present risks of injury to personnel and damage to equipment.

Failure to obtain, sustain or remew our mineral agreements, operating agreements, currently
outstanding approvals and permits and other regulatory approvals, permits and licenses necessary for
our business could have an adverse effect on our business, results of operations, and financial
condition.

We rely on regulatory approvals, permits, licenses (including MPSAs), operating agreements with
third-party claim owners and land access agreements to conduct our mining operations.

There is currently no centralized exchange for trading nickel ore and as a result, our failure to source
purchasers of our nickel ore would materially and adversely affect our business, results of operations
and financial condition.

Our business involves the production and sale of nickel ore. Nickel ore is not a finished metal product
and there is no established spot market where our product can be sold. We must sell our nickel ore
through negotiated contractual arrangements with third parties. We may not be able to find purchasers
who will buy our nickel at terms acceptable to us, or at all. Accordingly, our failure to find purchasers
for our nickel ore would have a material adverse effect on our business, results of operations and
financial condition.
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We encounter risks in the peace and order and security of our CAGA Mine.

In order to mitigate the risks in the peace and order of our CAGA Mine, we engage a third-party
contractor to provide security services at our mine site. In addition, all of the service contractors also
engage their own security force. All armory and equipment are provided for by the contractor itself,
and comprehensive training is also provided to the security guards stationed at our mine by the
security services contractor. Also, starting May 2019 up to now, we have engaged Renjamel Security
Agency to provide security services at our mine site. The contract is automatically renewed every
year, until a notice of termination is served to the other party.

In addition to our security force and that of our mining contractors, a Special Civilian Armed
Auxiliary (SCAA) force of approximately 120 para-military trained personnel managed by the
Philippine Army, are tasked with securing the perimeter of our mining operation. Under the
Memorandum of Agreement of the Group with the Philippine Army, PGMC has the obligation to
provide allowances, uniform and equipment, any claims arising from personal damages caused by or
to any of the SCAA when the related injury or damage is incurred in the course of lawful performance
of the SCAA’s duty.

Each of the neighboring mining companies in the area of our mine also cooperates and shares
information pertaining to the security situation in the vicinity.

We rely to a significant degree on third-party contractors and failure of any such contractor to comply
with its contractual obligations or the loss of any such contractor s services could increase our costs
or disrupt our operations and we may be held liable for costs or delays caused by them.

We depend upon independent third-party contractors to perform our mining operations including
earthmoving, loading, transportation and certain other services at our Cagdianao Mine for us. The
performance of the independent third-party contractors may be constrained by labor disputes or
actions, or damage to or failure of equipment and machinery or financial difficulties. In addition,
failure by our contractors to comply with applicable laws could adversely affect our reputation.

In addition, there can be no assurance that our monitoring of the work and performance of our
independent third-party contractors will be sufficient to control the quality of their work or their
adherence to safety or environmental standards. In the event that our independent third-party
contractors fail to meet the quality, safety, environmental, and other operating standards that are
required by the relevant laws and regulations, our operations may suffer and we may be liable to third
parties. In particular, given the dangers inherent with operating heavy machinery and mining
activities, we cannot guarantee our current safety measures and monitoring activities could
successfully prevent any accidents or casualties caused by the operation of our independent
third-party contractors.

Furthermore, any contractual disputes with our contractors, the inability of any of our contractors to
comply with their contractual obligations to us, including shipment volume guarantees, or our
inability to maintain a cooperative relationship with any of our independent third-party contractors or
obtain alternative providers on comparable or more favorable terms in a timely manner, or at all, may
delay our production schedule and we may breach our supply contracts with our customers, any or all
of which may substantially increase our costs and may have a material adverse effect on our business,
results of operations, and financial condition.

Our reserve and resource estimates may not accurately reflect our nickel deposits, and inaccuracies
or future reductions in our reserve or resource estimates could have an adverse impact on our
business, results of operations, and financial condition.

Reserve and resource figures are estimates and no assurances can be given that the indicated levels of
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nickel ore will be produced or that we will receive the price assumed in determining our reserves.
These estimates are expressions of judgment based on knowledge, mining experience, analysis of
drilling results and industry practices. Valid estimates made at a given time may significantly change
when new information becomes available. While we believe that the reserve and resource estimates
included in this report are well established, by their nature reserve and resource estimates depend, to a
certain extent, upon statistical inferences which may ultimately prove inaccurate and require
adjustment.

Furthermore, fluctuations in the market price of nickel, increased capital or production costs or
reduced recovery rates, change to life of mine plans and changes in applicable laws and regulations,
including environmental laws and regulations, may render ore reserves uneconomic and may
ultimately result in a reduction of reserves. The extent to which resources may ultimately be
reclassified as proven or probable reserves is dependent upon the determination of their profitable
recovery, which determination may change over time based on economic and technological factors.
Accordingly, no assurances can be given that any reserve estimates will not be reduced in the future or
that any resource estimates will ultimately be reclassified as proven or probable reserves.

Our future exploration and development activities may not be successful, and, even if we make
economic discoveries of nickel ore deposits, unexpected problems during the start-up phase of any
new operations could have an adverse impact on our business, results of operations, and financial
condition.

We can provide no assurance that our current exploration and development programs will result in
profitable commercial mining operations or will replace production at our existing mining operations.
Also, we may incur expenses on exploration projects that are subsequently abandoned due to poor
exploration results or the inability to define reserves that can be mined economically. In addition, we
may compete with other mining companies to acquire rights to exploit attractive mining properties.

The economic feasibility of development projects is based upon many factors, including the accuracy
of reserve estimates; capital and operating costs; government regulations relating to prices, taxes,
royalties, land tenure, land use, importing and exporting and environmental protection; and nickel
prices, which are highly volatile. Development projects are also subject to the successful completion
of feasibility studies, issuance of necessary governmental permits and availability of adequate
financing.

Development projects have no operating history upon which to base estimates of future cash flow.
Estimates of proved and probable reserves and cash operating costs are, to a large extent, based upon
detailed geological and engineering analysis. We also conduct feasibility studies that derive estimates
of capital and operating costs based upon many factors, including anticipated tonnage and grades of
nickel ore to be mined, the configuration of the mine, ground and mining conditions and anticipated
environmental and regulatory compliance costs.

It is possible that actual costs and economic returns of current and new mining operations may differ
materially from our best estimates. It is not unusual for new mining operations to experience
unexpected problems during the start-up phase and to require more capital than anticipated.

Fluctuations in transportation costs and disruptions in transportation could adversely affect the
demand for our nickel ore.

Transportation costs may vary for a number of reasons, including changes in global demand for
commodities, the size of the global shipping fleet and fuel costs. Under the terms of certain of our ore
supply agreements, the customer is responsible for paying transportation costs including shipping and
related insurance costs. Any future increases in freight costs could result in a significant decrease in
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the volume of nickel ore that customers outside the Philippines purchase from us.

We depend upon ships to deliver nickel ore to our international customers. While these customers
typically arrange and pay for transportation of nickel ore from transshipment areas to the point of use,
disruptions to these transportation services because of weather-related problems, distribution
problems, labor disputes or other events could temporarily restrict the ability to supply nickel ore to
customers or could result in demurrage claims by ship-owners for loading delays.

Continued compliance with safety, health and environmental laws and regulations may adversely
affect our business, results of operations, and financial condition.

We expend significant financial and managerial resources to comply with a complex set of
environmental, health and safety laws, regulations, guidelines and permitting requirements (for the
purpose of this paragraph, collectively referred to as “laws”) drawn from a number of different
jurisdictions. We anticipate that we will be required to continue to do so in the future as the recent
trend towards stricter environmental laws is likely to continue. The possibility of more stringent laws
or more rigorous enforcement or new judicial interpretation of existing laws exists in the areas of
worker health and safety, the disposition of waste, the decommissioning and rehabilitation of mining
sites and other environmental matters, each of which could have a material adverse effect on our
exploration, operations or the cost or the viability of a particular project.

Our facilities operate under various operating and environmental permits, licenses and approvals that
contain conditions that must be met and our right to continue operating our facilities is, in a number of
instances, dependent upon compliance with these conditions. Failure to meet certain of these
conditions could result in the interruption or closure of exploration, development or mining operations
or material fines or penalties, all of which could have an adverse impact on our business, results of
operations, and financial condition. An unequal application and implementation of the laws and
without due process will have an adverse effect on the Company.

Changes in, or more aggressive enforcement of laws and regulations could adversely impact our
business.

Mining operations and exploration activities are subject to extensive laws and regulations. These
relate to production, development, exploration, exports, imports, taxes and royalties, labor standards,
occupational health, waste disposal, protection and remediation of the environment, mine
decommissioning and rehabilitation, mine safety, toxic substances, transportation safety and
emergency response and other matters.

Further, there is a risk that mining laws and regulations could change and adversely impact our
business. Compliance with these laws and regulations involve substantial costs. It is possible that the
costs, delays and other effects associated with these laws and regulations may impact our decision as
to whether to continue to operate an existing mine, refining and other facilities or whether to proceed
with exploration or development of properties. Since legal requirements change from time to time,
are subject to interpretation and may be enforced to varying degrees in practice, we are unable to
predict the ultimate cost of compliance with these requirements or their effect on operations should
any of these increases or be modified in any material respect.

We are exposed to exchange rate fluctuations. In particular, fluctuations in the exchange rate between
the Peso and the US3 could have an adverse effect on our results of operations and financial

condition.

Our nickel ore sales are denominated in US$ while some of our costs are incurred in Pesos. The
appreciation of the Peso against the US$ reduces our revenue in Peso terms. Accordingly,
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fluctuations in exchange rates can have an impact on our financial results. While our current policy is
not to hedge our exposure to foreign currency exchange risk or invest in derivative instruments, the
Company closely monitors the exchange rate fluctuations to determine if there is a need to hedge our
exposure to foreign currency exchange risk or invest in derivative instruments.

Economic, political and other conditions in China, as well as government policies, could adversely
affect our business and prospects.

Our business depends on the general economic conditions in China, as well as its political and social
conditions. Our entire revenues for the years ended December 31, 2019, 2020 and 2021 was derived
from sales of nickel ore to China. The Chinese market has become a significant source of global
demand for commodities and China represented approximately 59% of the total world primary nickel
usage in 2020, 4% more than in 2019. Stainless steel production accounted for more than 70% of
world primary nickel usage in 2020. The battery sector accounted for about 6% and it is expected that
the importance of this sector will become increasingly significant over the next few years. The
continued growth of stainless steel output over 2010 to 2019 provided strong support for nickel
demand. However, in 2020, world stainless steel production experienced a decrease of 2.5% due to
the COVID-19 pandemic. The consumption of nickel ore in January-December 2021 is about 50.072
million tons, which dropped by 12.18% year on year. In 2021, the consumption volume of medium
and high grade nickel ore is 35.614 million tons, dropped by 11.87% year on year. The consumption
volume of low grade high iron nickel ore is 14.458 million tons, dropped by 12.93% year on year.

The economy of China differs in many respects from the economies of most developed countries,
including with respect to:

The amount and degree of government involvement;
Growth rate and degree of development;
Government control over capital investment;
Government control of foreign exchange; and
Government allocation of resources.

The Chinese economy is in the process of transitioning from a centrally planned economy to a more
market-oriented economy. For approximately three (3) decades, the Chinese government has
implemented economic reform measures to utilize market forces in the development of the economy.
However, the Chinese government continues to play a significant role in regulating industries and the
economy through policy measures. Any political tension between the Chinese and Philippine
governments may also have an adverse effect on our business and operations if such tension escalates
and has effects on commerce and economic relations. For example, such tension may result in policy
directives restricting free trade between China and the Philippines or increase in the cost of doing
business between the two (2) countries, such as with respect to shipping and freight costs, which at
present constitutes a significant competitive advantage for us against international competitors. We
cannot predict the extent of any adverse effect on our current or future business, financial condition or
results of operations that could be caused by any changes in Chinese economic, political or social
conditions and in Chinese laws, regulations and policies.

Moreover, particularly related to our business, China, in response to its increased demand for
commodities, is increasingly seeking self-sufficiency in key commodities, including nickel, through
investments in nickel mining operations in other countries. In addition, nickel ore is used in the
production of stainless steel and a slowdown in the stainless steel industry in China, or China’s
economic growth in general, could result in lower Chinese demand for our products and therefore
reduce our revenue. In the event that the demand for our nickel ore from our Chinese customers
materially decreases and we are unable to find new customers to replace these customers, our
business, results of operations, and financial condition could be materially and adversely affected.
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Government Regulations and Approvals

The Company relies on regulatory approvals, permits, licenses (including MPSAs), operating
agreements with third-party claim owners and land access agreements to conduct its mining
operations.

Prior to its expiration, MPSA No. 007-92-X for the Cagdianao Mine, was renewed on June 21, 2016
for another twenty-five years from its initial term ending in 2017, or until February 14, 2042. On
March 2, 2020, the MGB confirmed that MPSA No. 007-92-X and the Memorandum of Agreement
between SIRC as “Claim Owner” and PGMC as “Operator” is valid and existing as of date.

The Company holds, or has applied for most of, the necessary regulatory approvals, licenses, permits,
operating agreements and land access agreements to carry on the activities that it is conducting under
applicable laws and regulations.

PROPERTIES

Mineral Property

Cagdianao Mine

MPSA No. 007-92-X - On November 16, 2015, SIRC applied for the renewal of its MPSA and was
approved for another twenty-five (25) year term on June 21, 2016. The renewed MPSA is valid until
February 14, 2042. The MPSA covers an area of 4,376 hectares and is currently operating deposits
CAGA 2,3 and 4.

The Cagdianao Mine is located in Sitio Kinalablaban, Barangay Cagdianao, Municipality of Claver, in
the province of Surigao del Norte in the northeast corner of Mindanao island. The Cagdianao Mine is
located within the Surigao Mineral Reservation and in a geological area known as the Surigao Laterite
Domain, characterized by substantial deposits of both limonite and saprolite. It is accessible via
domestic flights from Manila, Cebu, and other domestic locations, which can land either in Surigao
City or Butuan City; Surigao City is approximately 89 kilometers, while Butuan City is approximately
170 kilometers away from our Cagdianao Mine. The mine is connected to two (2) separate pier
facilities connecting to the mining operation via causeways, which facilitate the loading of ore and the
unloading of supplies to and from ships anchored offshore in the Philippine Sea. The Cagdianao
Mine also features extensive infrastructure to support the Group’s mining operations, including
stockyards, administration buildings, testing and sampling laboratory, staff accommodation and access
roads.

Mineral Resources and Reserves

Mineral resources and ore reserves at the Cagdianao Mine as estimated by the PMRC Competent
Person as at October 15, 2021 are shown in the tables in the next page:
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Statement of Mineral Resources for Total Nickel as of 15 October 2021 (Measured and Indicated)
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Notes:

1. The PGMC Statement of Mineral Resources has been generated under the supervision of Mr. Edgardo G. Garcia, who is an independent Consulting Geologist and a
Registered Member of the Geological Society of the Philippines and Australian Institute of Mining and Metallurgy. He has sufficient experience relevant to the style of
mineralization and type of deposit under consideration and to the activity that he has undertaken to qualify as a Competent Person as defined in the PMRC and JORC
Codes.

2. All Mineral Resources figures reported in the table above represent estimates on 15 October 2021. Mineral Resource estimates are not precise calculations, being
dependent on the interpretation of limited information on the location, shape, continuity of the mineralization, and the availability of sampling results. The totals
contained in the above table have been rounded to reflect the relative uncertainty of the estimate and thus may cause some computational variances.

. Mineral Resources are reported in accordance with the Philippine Mineral Reporting Code (PMRC 2007 Edition), which was adopted from the JORC.

4. The PGMC Statement of Mineral Resources includes all estimates for all explored deposits of the PGMC- CAGA Nickel Expansion Project, namely: CAGA-1 to
CAGA-7. However, estimates” for CAGA-5 remain the same as reported on 31 May 2014 as no additional exploration/drilling and mining operations have been
undertaken since then.

. The decrease in PGMC's Mineral Resources at CAGA-1, CAGA-2, CAGA-3, and CAGA-4 (2020:2021) resulted from mine depletion.

. The current CAGA-7 estimates above cover the integrated former CAGA-7 (8 November 2020) and HIGDON (15 March 2021) estimates which are now part of the
PGMC- CNEP (estimated on 05 June 2021).
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Liens and Encumbrances

None of the Group’s real properties are subject to any liens, encumbrances or other security interests.

43



LEGAL PROCEEDINGS

To the knowledge and information of the Company, there is no material pending legal proceeding
(wherein the amount involved, exclusive of interest and costs, exceeds ten percent (10%) of the
current assets of the Company), to which the Company is a party or of which its property is the
subject before any court of law in the Philippines, and which if adversely determined, will have a
material adverse effect on the financial condition of the Company.

Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

The Company’s Board of Directors reviews and approves the engagement of services of the
Company’s external auditors, who are appointed upon the recommendation of the Audit Committee,
and which appointment shall be ratified by the stockholders during the annual stockholders’ meeting.
The Chairman of the Company’s Audit Committee is Mr. Sergio Ortiz-Luis Jr.. He is joined by Atty.
Dante R. Bravo and Mr. Edgardo G. Lacson as members of the Audit Committee.

The auditing firm of Sycip Gorres Velayo & Co. (“SGV”), a member firm of Ernst & Young Global
Limited will be nominated and recommended to the stockholders for reappointment as external
auditor. Representatives of the said firm are expected to be present at the upcoming Annual
Stockholders’ Meeting to respond to appropriate questions and to make a statement if they so desire.

In compliance with SRC Rule 68 (3) (b) (iv) of the Securities Regulation Code, the appointment of a
signing partner of SGV shall not exceed five (5) consecutive years. Ms. Eleonore A. Layug,
commenced as engagement partner of the Company starting 2017.

The independent auditors for the Company were changed from Navarro, Amper & Co. to SGV
effectively from July 2014 after the acquisition of the PGMC by the Company. SGV has been the
auditor for PGMC since 2005, for the considerations of consistency and ease of consolidation of the
Company’s and PGMC'’s financial stations. SGV was also appointed by the Company as its auditors.
There were no disagreements between the two auditing firms.

External Audit Fees

SGV

The consolidated financial statements of the Company and Subsidiaries as of December 31, 2021 and
2020, and for the years ended December 31, 2021, 2020 and 2019 have been audited by SGV, a
member firm of Ernst & Young Global Limited, independent auditors, as set forth in their reports
appearing herein.

The following table sets out the aggregate fees billed for each of the last two (2) years for professional
services rendered by SGV.

For the years ended December

31,
2021 2020
(P thousands)
Audit and Audit-Related Fees® 6,426 3,514
Non-Audit Services ® 3,592 5,424
Total 10,018 8,938
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(1) Audit and Audit-Related Fees. This category includes the audit of annual financial statements,
review of interim financial statements and services that are normally provided by the independent
auditor in connection with statutory and regulatory filings or engagements for those calendar
years.

The fees presented above include out-of-pocket expenses incidental to the independent auditors’
work, the amounts of which do not exceed 15.0% of the agreed-upon engagement fees.

(2) Non-Audit Services. This category includes the tax advisory fees for the tax advisory services
provided by SGV. The fees presented above include out-of-pocket expenses incidental to the work
performed, the amounts of which do not exceed 15.0% of the agreed-upon engagement fees

There was no event in the past where SGV had any disagreement with the Company regarding any
matter relating to accounting principles or practices or financial statement disclosure or auditing
scope or procedure.

Market Price of and Dividends
Market Information

The PSE is the principal market for the Company’s shares. The closing price of the shares as of
December 31, 2021 is at P2.15 per share.

The high and low sale prices of the shares of stock of the Company for each quarter within the period
January 1, 2021 to December 31, 2021 and the last two (2) years are as follows:

YEAR Q1 2 3 4

High Low High Low High Low High Low
2021 3.22 2.13 2.88 2.39 2.65 2.00 2.25 2.00
2020 1.86 0.45 1.07 0.55 1.38 0.86 2.77 1.08
2019 1.71 1.41 1.67 1.41 1.98 1.41 2.10 1.44

Holders

The Company has approximately 1,714 shareholders as of December 31, 2021. Based on the record,
the following are the top twenty (20) stockholders with their respective shareholdings and percentage
to total shares outstanding as of said date:
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Stockholder Name Nationality No. of Shares %

PCD Nominee Corp - Filipino Filipino 2,194,368,315 42.12
PCD Nominee Corp - Non-Filipino Foreign 1,821,802,263 34.97
Regulus Best Nickel Holdings, Inc. Filipino 523,154,668 10.04
Blue Eagle Elite Venture, Inc. Filipino 348,769,779 06.69
Sohoton Synergy, Inc. Filipino 233,156,767 04.47
Red Lion Fortune Group, Inc. Filipino 57,588,866 01.11
Joseph C. Sy Filipino 5,000,000 00.10
Dante R. Bravo Filipino 3,261,053 00.06
Orion-Squire Capital, Inc. A/C-0459 Filipino 2,283,106 00.04
Carlo A. Matilac Filipino 1,733,226 00.03
Mary Belle D. Bituin Filipino 1,630,523 00.03
Squire Securities, Inc. Filipino 867,338 00.02
Geary L. Barias Filipino 785,860 00.01
Corsino L. Odtojan Filipino 785,860 00.01
Marilou C. Celzo Filipino 678,479 00.01
Emmanuel Felipe E. Fang Filipino 575,779 00.01
Hilario A. Sale Jr Filipino 575,779 00.01
George L. Go Filipino 539,153 00.01
Kuok Philippines Properties Inc. Filipino 463,953 00.01
Richard C. Gimenez Filipino 430,738 00.01
Tong Gabriel Filipino 417,805 00.01
Oca Gregorio Filipino 417,193 00.01
Dividends

Below is the history of the recent dividend declarations made by the Company and PGMC for the
three (3) most recent fiscal years.

For the Years Ended December 31

2021 2020 2019

(P in millions)

The Company (cash dividend) P521 P- P-
Subsidiaries

PGMC (cash dividend) 1,476 1,230 2,201
Total P1,997 P1,230 P2,201

On December 31, 2021, PGMC declared cash dividends of £57.00 per share to stockholders of record
as of December 31, 2021 or for a total of £1,476,299,943.00 and paid its stockholders on or before
March 31, 2022.

On May 17, 2021, the Parent Company declared cash dividends of P0.10 per share to stockholders of
record as of June 15, 2021 or for a total of 521,031,525 and paid its stockholders not later than July
9,2021.

On December 30, 2020, PGMC declared cash dividends of P47.50 per share to stockholders of record

as of December 30, 2020 or for a total of P1,230,249,952.50 and paid its stockholders on or before
March 31, 2021.
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On December 16, 2019, PGMC declared cash dividends of 85.00 per share to stockholders of record
as of December 15, 2019 or for a total of $2,201,499,915.00 and paid its stockholders on or before
January 2020.

Other than as set forth above, none of our other subsidiaries declared any dividends for the years
ended December 31, 2021, 2020 and 2019. Declarations of dividends in previous years are not
indicative of future dividend declarations.

Description of Registrant's Securities

As of April 30, 2022, the Company has a total issued capital stock of 6,072,357,151 common shares.
5,199,872,829 common shares of the Company are outstanding and 872,484,322 shares are treasury
stock.

Recent Sales of Unregistered or Exempt Securities including Recent Issuance of Securities
Constituting an Exempt Transaction

On June 30, 2014, IHoldings, Inc., Kwantlen Development Corp. and Januarius Resources Realty
Corp (collectively, the IHoldings Group) owned 74.80%, 10.17% and 4.85% of the Company,
respectively.

On July 9, 2014, IHoldings Group entered into a Share Purchase Agreement with Huatai Investment
Holdings Pty. Ltd., Regulus Best Nickel Holdings, Inc., Bellatrix Star, Inc., Alpha Centauri Fortune
Group, Inc., Antares Nickel Capital, Inc., Blue Eagle Elite Ventures, Inc., Ultimate Horizon Capital,
Inc., Sohoton Energy, Inc., Great South Group Ventures, Inc., Red Lion Fortune Group, Inc., Wei
Ting, Dante R. Bravo and Seng Gay Chan (collectively, the “Thirteen Stockholders”) pursuant to
which [Holdings Group will sell to the Thirteen Stockholders 6,291,132,047 common shares of the
Company (the “Subject Shares”) comprising the entirety of their respective sharecholdings and
representing 89.82% of the total issued and outstanding capital stock of the Company. This Share
Purchase Agreement was amended on September 4, 2014,

On September 5, 2014, as a requirement under the Securities Regulation Code (SRC), the Thirteen
Stockholders have launched a mandatory tender offer to acquire the shares of the minority
stockholders holding 712,781,634 common shares of the Company and filed a Tender Offer Report
with the SEC and PSE. The Tender Offer period lapsed October 10, 2014 where 204,264 common
shares (the “Tendered Shares”) were tendered to the Thirteen Stockholders. After the lapse of the
tender offer period, the Thirteen Stockholders completed the purchase of the Subject Shares in
accordance with the Share Purchase Agreement. The Subject and Tendered Shares were crossed
through the PSE on October 15, 2014.

On September 10, 2014 and October 22, 2014, the Board of Directors and the stockholders of the
Company, respectively, approved the following amendments to the Articles of Incorporation and

By-laws:

e Change in the Company’s name from Southeast Asia Cement Holdings, Inc. to Global
Ferronickel Holdings, Inc.;
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e Change in the registered and principal address from Room 1104, Liberty Center Buildings,
104 H.V. dela Costa corner Leviste Streets, Salcedo Village, Makati City to 7" Floor,
Corporate Business Centre, 151 Paseo de Roxas corner Arnaiz Street, Makati City;

Increase in the number of directors from nine (9) to ten (10) members;

Increase in the authorized capital stock of the Company from $£2,555,000,000.00 divided into
7,300,000,000 common shares with par value of P0.35 per share to P12,555,000,000.20
divided into 35,871,428,572 common shares with a par value of P0.35 per share; and

e Change of fiscal year from June 30 to December 31.

The Board and the stockholders of the Company also approved the issuance of 10,463,093,371 new
common shares of the Company resulting from the increase in the authorized capital stock to the
Thirteen Shareholders who are also the stockholders of PGMC in exchange for the sale and transfer to
the Company of 99.85% of the outstanding capital stock of PGMC under a Deed of Exchange dated
October 23, 2014; and the follow-on offering and listing of shares with the PSE which includes the
10,463,093,371 common shares issued to the stockholders of PGMC.

On October 23, 2014, the Company executed a Deed of Exchange for a share-for-share swap (Share
Swap) with the Thirteen Stockholders of PGMC. The Company will issue 10,463,093,371 common
shares to the Thirteen Stockholders in exchange for the 99.85% outstanding shares of PGMC and
cancel the receivables of the Company assumed by the Thirteen Stockholders from the IHoldings
Group pursuant to the Share Purchase Agreement dated July 9, 2014, as amended on 4 September
2014. The total par value of the 10,463,093,371 common shares to be issued by the Company to the
Thirteen Stockholders amounted to £3,662.1 million.

On November 27, 2014, the Company entered into a Memorandum of Agreement with Giantlead
Prestige, Inc., Alpha Centauri Fortune Group, Inc., Antares Nickel Capital, Inc., Huatai Investment
Holding Pty. Ltd. and an individual for the purchase of 500,000 common shares and 6,250,000,000
preferred shares or one hundred percent (100%) interest of Southeast Palawan Nickel Ventures, Inc.
(SPNVI) for $50.0 million or its Philippine peso equivalent.

On December 1, 2014, the Company filed with SEC a Notice of Exempt Transaction under Section
10.1 (e) and (i) of the Securities Regulation Code, or pursuant to the sale of capital stock of a
corporation to its own stockholders exclusively, where no commission or other remuneration is paid
or given directly or indirectly in connection with the sale of such capital stock and pursuant to the
subscription for shares of the capital stock of a corporation prior to the incorporation thereof or in
pursuance of an increase in its authorized capital stock under the Philippine Corporation Code, when
no expense is incurred, or no commission, compensation or remuneration is paid or given in
connection with the sale or disposition of such securities, and only when the purpose for soliciting,
giving or taking of such subscriptions is to comply with the requirements of such law as to the
percentage of the capital stock of a corporation which should be subscribed before it can be registered
and duly incorporated, or its authorized capital increased, for the issuance of the aforementioned
10,463,093,371 new common shares. An amended Notice of Exempt Transaction was filed on
February 18, 2015.

On December 22, 2014, the Philippine SEC approved the Company’s application to increase in the

authorized capital stock of the Company to £12,555,000,000.20 divided into 35,871,428,572 common

shares with a par value of P0.35 per share, and the issuance of 10,463,093,371 to the stockholders of
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PGMC who transferred their shares in PGMC to the Company, as well as the amendment of its
articles of incorporation and by-laws to reflect the change in the corporate name, principal address,
number of directors and fiscal year.

On February 26, 2015, the Company’s stockholders representing 71.64% of the total outstanding
shares unanimously approved and ratified the planned acquisition of SPNVIL.

On May 19, 2015, SEC approved PGMC's increase of authorized capital stock from P 715,375,046.80
to P 1,515,375,046.80. Out of the increase in the authorized capital stock of £800,000,000.00 divided
into 80,000,000,000 Class A Common Shares with a par value of P0.01 per share, FNI subscribed
20,000,000,000 Class A Common Shares or 61.51% of PGMC.

On August 6, 2015, the Board of Directors of the Company approved the following:

e the execution of the Contract to Sell for the purchase of 500,000 common shares and
6,250,000,000 preferred shares or one hundred percent (100%) interest of SPNVI for
$50.0 million or its Philippine peso equivalent

e subscription of the company to the remaining unissued and unsubscribed shares of
SPNVI consisting of Three Hundred Thousand (300,000) common shares with a par
value of One Peso (P 1.00) per share, and Three Billion Seven Hundred Fifty Million
(3,750,000,000) preferred shares with a par value of One Centavo (P 0.01) per share,
for a total subscription price of Thirty Seven Million Eight Hundred Thousand Pesos
(P 37,800.000.00)

The Company, its Subsidiaries and Affiliates (collectively, the “Group”) have no record of any
bankruptcy, receivership or similar proceedings during the past three (3) years. Neither has the Group
made any material reclassification, merger, consolidation, or purchase nor sale of a significant amount
of assets not in the ordinary course of business from 2019 to 2021, except as disclosed and mentioned
herein, and in the Company and Subsidiaries audited financial statements.

Management’s Discussion and Analysis of Financial Position and Results of Operations
Plan of Operations

The Company will serve as a holding company and will retain its shares in PGMC. The Company will
also explore other opportunities in the next twelve (12) months. The Company shall finalize
consolidation of Ipilan Nickel Corporation into the Group as soon as practicable.

Operating 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 and limonite ore and
limestone.

The services segment is engaged in the chartering out of land craft tanks (LCTs) to PGMC.
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Summary Financial Information

The following discussion and analysis are based on the audited consolidated financial statements as at
December 31, 2021 and 2020 and for the years ended December 31, 2021, 2020 and 2019 and
accompanying notes to the consolidated financial statements, prepared in conformity with Philippine
Financial Reporting Standards (PFRS) and should be read in conjunction with those audited
consolidated financial statements.

The Group has not, in the past five (5) years and since its incorporation, revised its consolidated
financial statements for reasons other than changes in accounting period and policies.

The consolidated financial statements as at December 31, 2021 and 2020 and for the years ended
December 31, 2021, 2020 and 2019 are hereto attached.

The following tables set forth the summary financial information as at and for the years ended
December 31, 2021, 2020 and 2019.
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Summary Copsolidated Statemenis of Cosh Flows

For the Years Ended December 31
2021 2020 2018
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RESULTS OF OPERATIONS

Year ended December 31, 2021 compared with year ended December 31, 2020

Export Revenues

The Group’s sale of nickel ore for the year ended December 31, 2021 generated total export revenues
of P7,708.1 million compared to P7,262.6 million in the year ended December 31, 2020, an increase
of P445.5 million or 6.1%. The increase was attributable to higher prices of nickel ore compared to
2020.

The sale of nickel ore for the year ended December 31, 2021 was 4.887 million WMT, lower by 0.738
million WMT or 13.1%, compared to 5.625 million WMT of nickel ore in the year ended December
31, 2020. The Group shipped 90 vessels of nickel ore during the year ended December 31, 2021 as
against 103 vessels of nickel ore during the same period last year mainly due to bad weather
conditions. The resulting product mix was 77% low-grade ore and 23% medium-grade ore in 2021
versus the previous year’s mix of 68% low-grade ore and 32% medium-grade ore. These shipments
sold solely to Chinese customers consisted of 3.761 million WMT low-grade nickel ore and 1.126
million WMT medium-grade nickel ore compared to 3.831 million WMT low-grade nickel ore and
1.794 million WMT medium-grade nickel ore of the same period in 2020.

The average realized nickel ore prices for 2021 were higher than 2020, specifically: (1) Low-grade ore
was US$30.07/WMT in 2021, 22.2% higher than 2020 price of US$24.61/WMT; and (2)
Medium-grade ore was US$37.47/WMT, 27.2% higher than 2020 price of US$29.47/WMT. The
overall average realized nickel ore price for the year ended December 31, 2021 was US$31.78/WMT
compared to US$26.16/WMT for the year ended December 31, 2020, higher by US$5.62/WMT or
21.5%.

The average realized Peso over US$ exchange rate for the Group’s export revenues was $49.63
compared to P49.35 of the same period last year, higher by £0.28 or 0.6%.

Service Revenues

The service income earned for the LCT chartered by PGMC from its subsidiary, PCSSC, amounted to
P81.3 million for the year ended December 31, 2021 as compared to P82.6 million for the year ended
December 31, 2020.

Cost and Expenses

The cost and expenses include cost of sales, excise taxes and royalties, general and administrative
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expenses, and shipping and distribution. The cost and expenses amounted to P4,517.5 million for the
year ended December 31, 2021 compared to P4,553.3 million for the year ended December 31, 2020,
a decrease of P35.8 million or 0.8%. The average cash operating cost per volume sold increased to
P849.30 per WMT in 2021 from P720.30 per WMT, higher by £129.00 per WMT or 17.9%,
attributable to lower volume shipped in 2021 compared to the same period last year mainly due to bad
weather conditions. For the year ended December 31, 2021, the total aggregate cash costs and total
sales volume were P4,150.5 million and 4.887 million WMT, respectively. For the year ended
December 31, 2020, the total aggregate cash costs and total sales volume were P4,051.7 million and
5.625 million WMT, respectively.

Cost of Sales

The cost of sales went down from $£2,368.0 million for the year ended December 31, 2020 to $2,287.0
million for the same period this year, a decrease by P81.0 million, or 3.4%, broken down mainly as
follows: (a) decrease in contract hire by P136.8 million (from £1,675.6 million in 2020 to £1,538.8
million in 2021), or 8.2%; (b) increase in personnel costs by P33.7 million (from P167.1 million), or
20.2%; (c¢) increase in fuel, oil, and lubricants by P24.3 million (from P28.5 million), or 85.3%; (d)
increase in environmental protection costs by 24.0 million (from P31.8 million), or 75.5%; and (e)
decrease in depreciation, depletion and amortization by £19.1 million (from P290.6 million), or 6.6%.
The decrease in cost of sales was brought about mainly by the lower volume produced and shipped in
the current year compared to the prior year. In addition, the decrease in depreciation, depletion and
amortization was due to lower average depletion and amortization rates used because of the increase
in ore reserves based on the latest PMRC Report. On the other hand, the increase in fuel, oil, and
lubricants was mainly due to higher fuel prices this year compared to the same period in 2020 and
increase in fuel consumption due to additional activities in CAGA 1 for road construction and
widening, rehabilitation and other related activities. Moreover, the increase in environmental
protection costs was due to the 2020 EPEP planned activities not implemented due to pandemic but
was rescheduled in 2021.

Excise Taxes and Royalties

Excise taxes and royalties were P1,043.4 million and £959.8 million for the years ended December
31, 2021 and 2020, respectively. Since these expenses were computed and paid based on the
percentage of revenues, the increase in revenues consequently increased the excise taxes and royalties
taken up.

General and Administrative

General and administrative expenses were P734.2 million in the year ended December 31, 2021
compared to P794.3 million in the year ended December 31, 2020, a decrease of P60.1 million, or
7.6%. The decrease was mainly attributable to the provision for impairment losses on input
value-added tax (VAT) taken up by the Group in 2020 amounted to P160.9 million compared to
provision recognized in 2021 amounted to 3.9 million. These are long-standing input VAT and the
management deemed it prudent to take a conservative approach to the Group’s financials. In addition,
the Group is taking the necessary steps to realize these input VAT in the future. The decrease was
offset by the increase in depreciation, taxes and licenses, and repairs and maintenance amounted to
P39.8 million, P27.1 million and P19.8 million, respectively. The increase in depreciation and
amortization expense was mainly attributable to the amortization of the increase in right-of-use asset
as discussed in the financial position section.

Shipping and Distribution

Shipping and loading costs were P452.8 million for the year ended December 31, 2021 compared to
P431.1 million in the same period last year, up by P21.7 million, or 5.0%. The increase was mainly
due to the increase in fuel, oil and lubricants, stevedoring charges and shipping expenses, and
personnel costs amounted to P12.5 million, £6.9 million, and P6.1 million, respectively.
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Finance Costs

Finance costs amounted to P65.2 million in the year ended December 31, 2021 compared to P54.9
million in the year ended December 31, 2020, an increase of P10.3 million, or 18.8%. The increase
was mainly due to the increase in interest expense attributable to the new TCB loan during the year.

Share in Net Income (Loss) of Investment in Associates

The share in net loss of investment in associates amounted to P52.1 million for the year ended
December 31, 2021 compared to the share in net income of investment in associates amounted to
P35.7 million for the year ended December 31, 2020, an increase in the net loss of P87.8, or 245.9%.
This represents: (a) net loss take-up for deposits for future acquisition amounting to 3.0 million in
2021 and P0.5 million in 2020, in accordance with Philippine Accounting Standards (PAS) 28; and (b)
share in net loss on the investment in Seasia Nectar Port Services Inc. (SNPSI) amounting to $49.1
million in 2021, and share in net income on the investment in SNPSI amounted to £36.2 million in
2020. The net loss incurred by SNPSI in 2021 was due to the impact of the COVID-19 pandemic.
The volume of import cargoes such as fertilizer, coal and cement decreased in 2021.

Bargain Pur } L R 7 1 } A

On December 29, 2021, the Group acquired an additional 23.98% interest in SNPSI and thereby
gained control over SNPSI as at December 31, 2021. This transaction resulted in a provisional gain
on a bargain purchase and loss on remeasurement of the previously held equity method investment
amounting to P45.8 million and P41.4 million, respectively.

Other Charges - net
Net other charges amounted to P519.8 million in the year ended December 31, 2021 compared to

P44.5 million in the year ended December 31, 2020, an increase of P475.3 million, or 1,068.1%. The
increase in other charges was mainly due to the increase in net demurrage amounting to £544.2
million (from P42.6 million), or 1,277.5% due to bad weather conditions affecting the operations this
year compared to the prior year. Also, average demurrage rate increased to US$34,227.78 per day
(from US$11,190.29 per day) or an increase of 205.9% attributable to the increase in nickel ore prices.
This was offset by the increase in net foreign exchange gains to P39.6 million (from net foreign
exchange loss of P44.0 million), an increase of net foreign exchange gains by P83.6 million, or
190.0%. In addition, the Company recognized a gain on extinguishment of debt amounting to P25.7
million as a result of the settlement of advances from Huarong during the year. For the year ended
December 31, 2020, P40.2 million was collected from a customer’s receivables previously provided
with an allowance for impairment loss that contributed to the increase in other income in 2020.

Provisi r 1c

The net provision for income tax was P588.8 million for the year ended December 31, 2021 compared
to P787.6 million in the same period last year, a decrease of P198.8 million or 25.2%. The Group’s
current provision for income tax represents regular corporate income tax for the years ended
December 31, 2021 and 2020. It also represents amounts which are expected to be paid to different
taxation authorities, the Bureau of Internal Revenue (BIR) in the Philippines and the Inland Revenue
Department (IRD) in Hong Kong. The decrease was due to the lower taxable income earned during
the year compared to the prior year. Also, as a result of the enactment of Corporate Recovery and Tax
Incentives for Enterprises Act (CREATE) effective on July 1, 2020, the Group’s provision for current
income tax was reduced by 57.0 million in 2021.

Total Comprehensive Income - net of tax

Net Income

As a result of the foregoing, the consolidated net income was P1,975.7 million for the year ended
December 31, 2021 compared to P1,865.4 million in the same period last year, an increase of £110.3

million or 5.9%. Net of non-controlling interests, the net income attributable to equity holders of the
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Parent Company for the year ended December 31, 2021 amounted to £1,975.3 million compared to
P1,867.6 million in the prior year.

Currency Translation Adjustment

The Group had recognized currency translation adjustment, net of tax amounted to P64.1 million and
(P41.8 million) for the years ended December 31, 2021 and 2020, respectively, which pertained to the
exchange differences arising on the translation of a subsidiary’s functional currency to the
presentation currency of the Parent Company.

Remeasurement Gain (Loss) on Retirement Obligation

Remeasurement gain on retirement obligation - net of tax recognized in 2021 amounted to P35.1
million, and remeasurement loss on retirement obligation - net of tax recognized in 2020 amounted to
P11.1 million.

Year ended December 31, 2020 compared with year ended December 31, 2019

LExport Revenues

The Group’s sale of nickel ore for the year ended December 31, 2020 generated total export revenues
of £7,262.6 million compared to P6,654.6 million in the year ended December 31, 2019, an increase
of P608.0 million or 9.1%. The increase was attributable to higher prices of nickel ore compared to
2019.

The sale of nickel ore for the year ended December 31, 2020 was 5.625 million WMT, lower by 0.265
million WMT or 4.5%, compared to 5.890 million WMT of nickel ore in the year ended December
31, 2019. The Group shipped 103 vessels of nickel ore during the year ended December 31, 2020 as
against 108 vessels of nickel ore during the same period last year. The decrease in the number of
vessels loaded and consequently in the volume of nickel ore shipped was a result of the temporary
suspension of operations in April to combat the spread of the coronavirus. The resulting product mix
was 68% low-grade ore and 32% medium-grade ore in 2020 versus the previous year’s mix of 45%
low-grade ore and 55% medium-grade ore. These shipments sold solely to Chinese customers
consisted of 3.831 million WMT low-grade nickel ore and 1.794 million WMT medium-grade nickel
ore compared to 2.660 million WMT low-grade nickel ore and 3.230 million WMT medium-grade
nickel ore of the same period in 2019.

The average realized nickel ore prices for 2020 were higher than 2019, specifically: (1) Low-grade ore
was US$24.61/WMT in 2020, 37.6% higher than 2019 price of US$17.89/WMT, and (2)
Medium-grade ore was US$29.47/WMT, 17.2% higher than 2019 price of US$25.15/WMT. The
overall average realized nickel ore price for the year ended December 31, 2020 was US$26.16/WMT
compared to US$21.87/WMT for the year ended December 31, 2019, higher by US$4.29/WMT or
19.6%.

The average realized Peso over US$ exchange rate for the Group’s export revenues was P49.35
compared to P51.65 of the same period last year, lower by £2.30 or 4.4%.

Service Revenues
The service income earned for the LCT chartered by PGMC from its subsidiary, PCSSC, amounted to

P82.6 million for the year ended December 31, 2020 as compared to £100.4 million for the year ended
December 31, 2019.

Cost and Expenses
The cost and expenses include cost of sales, excise taxes and royalties, general and administrative
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expenses, and shipping and distribution. The cost and expenses amounted to P4,553.3 million for the
year ended December 31, 2020 compared to P4,681.0 million for the year ended December 31, 2019,
a decrease of P127.7 million or 2.7%. The average cash operating cost per volume sold decreased to
P720.30 per WMT in 2020 from P727.31 per WMT, lower by P7.01 per WMT or 1.0%. For the year
ended December 31, 2020, the total aggregate cash costs and total sales volume were P4,051.7 million
and 5.625 million WMT, respectively. For the year ended December 31, 2019, the total aggregate
cash costs and total sales volume were P4,283.9 million and 5.890 million WMT, respectively.

Cost of Sales

The cost of sales went down from £2,737.9 million for the year ended December 31, 2019 to £2,368.0
million for the same period this year, a decrease by P369.9 million, or 13.5%, broken down mainly as
follows: (a) decrease in contract hire by P260.3 million (from £1,935.9 million in 2019 to P1,675.6
million in 2020), or 13.4%; (b) decrease in depreciation, depletion and amortization by 50.1 million
(from P340.7 million), or 14.7%; (c) decrease in personnel costs by P10.6 million (from P177.7
million), or 6.0%; and decrease in fuel, oil, and lubricants by P10.8 million (from P39.3 million), or
27.5%. This was brought about mainly by the lower volume produced and shipped in the current year
compared to the prior year, and no shipment during the month of April due to the temporary
suspension of operations. Also, more low grade nickel ore was produced and shipped in 2020
compared to 2019. In addition, the decrease in depreciation, depletion and amortization was due to
lower average depletion and amortization rates used because of the increase in ore reserves based on
the latest PMRC Report (see Notes 8 and 10 of the consolidated financial statements). Furthermore,
operation overhead decreased by £21.8 million (from £33.0 million), or 66.2% due to the completed
confirmatory drilling services for operating CAGA 2 and CAGA 4 in 2019 versus nil in the current
year.

Excise Taxes and Royalties

Excise taxes and royalties were $959.8 million and P843.0 million for the years ended December 31,
2020 and 2019, respectively. Since these expenses were computed and paid based on the percentage
of revenues, the increase in revenues consequently increased the excise taxes and royalties taken up.

General and Administrative

General and administrative expenses were P794.3 million in the year ended December 31, 2020
compared to P675.2 million in the year ended December 31, 2019, an increase of 119.1 million, or
17.6%. The increase was mainly attributable to the provision for impairment losses on input
value-added tax (VAT) taken up by the Group during the year amounted to P160.9 million. These are
long-outstanding input VAT and the management deemed it prudent to take a conservative approach to
the Group’s financials. In addition, the Group is taking the necessary steps to realize these
long-outstanding input VAT in the future. The increase was offset by the decrease in personnel costs,
consultancy fees, and travel and transportation amounted to P24.5 million, P15.6 million, and £9.5
million, respectively.

Shipping and Distribution
Shipping and loading costs were P431.1 million for the year ended December 31, 2020 compared to
P424.8 million in the same period last year, up by P6.3 million, or 1.5%.

Finance Costs

Finance costs amounted to P54.9 million in the year ended December 31, 2020 compared to P83.1
million in the year ended December 31, 2019, a decrease of P28.2 million, or 33.9%. The decrease
was mainly due to the decrease in interest expense attributable to the principal payment of TCB loan
during the year.
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Share in Net Income (Loss) of Investment in Associates

The share in net income (loss) of investment in associates amounted to P35.7 million for the year
ended December 31, 2020 compared to (P41.5 million) for the year ended December 31, 2019, an
increase of P77.2 million, or 186.2%. This represents: (a) net loss take-up for deposits for future
acquisition amounted to P0.5 million and P42.9 million in 2020 and 2019, respectively, in accordance
with Philippine Accounting Standards (PAS) 28; and (b) share in net income on the investment in
Seasia Nectar Port Services Inc. (SNPSI), an associate, amounted to 36.2 million and P1.4 million in
2020 and 2019, respectively.

Other Charges - net

Net other charges amounted to P44.5 million in the year ended December 31, 2020 compared to P27.4
million in the year ended December 31, 2019, an increase of P17.1 million, or 62.2%. The increase
was attributable to: (a) increase in net foreign exchange losses by P31.5 million (from £12.5 million),
or 252.2% as a result of the rebooking of US$ denominated accounts; and (b) increase in the Group’s
net demurrage by P27.7 million (from P14.9 million), or 185.2% incurred in the current year
compared to the prior year. The increase in the other charges was offset by the P40.2 million other
income earned during the year which pertains to the collection from a customer’s receivables
previously provided with an allowance for impairment loss.

Provisi v lax -

The net provision for income tax was P787.6 million for the year ended December 31, 2020 compared
to P528.1 million in the same period last year, an increase of £259.5 million or 49.1%. The Group’s
current provision for income tax represents regular corporate income tax for the years ended
December 31, 2020 and 2019. It also represents amounts which are expected to be paid to different
taxation authorities, the Bureau of Internal Revenue (BIR) in the Philippines and the Inland Revenue
Department (IRD) in Hong Kong. The increase was due to the higher taxable income earned during
the year compared to the prior year attributable to increase in revenues.

Total Comprehensive Income - net of tax

Currency Translation Adjustment

The Group had recognized currency translation adjustment, net of tax amounted to (P41.8 million)
and (P15.8 million) for the years ended December 31, 2020 and 2019, respectively, which pertained to
the exchange differences arising on the translation of a subsidiary’s functional currency to the
presentation currency of the Parent Company.

Remeasurement Gain (Loss) on Retirement Obligation
Remeasurement gain (loss) on retirement obligation - net of tax recognized in 2020 and 2019
amounted to (P11.1 million) and P16.9 million, respectively.

Year ended December 31, 2019 compared with year ended December 31, 2018

Export Revenues

The Group’s sale of nickel ore for the year ended December 31, 2019 generated total export revenues
of £6,654.6 million compared to $5,486.6 million in the year ended December 31, 2018, an increase
of P1,168.0 million or 21.3%. The increase was attributable to higher prices of nickel ore and
increase in the volume shipped. The increase was offset by an unfavorable exchange rate compared to
the prior year.

The sale of nickel ore for the year ended December 31, 2019 was 5.890 million WMT, up by 0.181

million WMT or 3.2%, compared to 5.709 million WMT of nickel ore in the year ended December
31, 2018. The Group was able to ship 108 vessels of nickel ore during the year ended December 31,
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2019 as against 103 vessels of nickel ore during the same period last year. The resulting product mix
was 45% low-grade ore and 55% medium-grade ore in 2019 versus the previous year’s mix of 47%
low-grade ore and 53% medium-grade ore. These shipments sold solely to Chinese customers
consisted of 2.660 million WMT low-grade nickel ore and 3.230 million WMT medium-grade nickel
ore compared to 2.658 million WMT low-grade nickel ore and 3.051 million WMT medium-grade
nickel ore of the same period in 2018.

The average realized nickel ore prices for 2019 were higher than 2018, specifically: (1) Low-grade ore
was US$17.89/WMT in 2019, 38.5% higher than 2018 price of US$12.92/WMT; and (2)
Medium-grade ore was US$25.15/WMT, 11.5% higher than 2018 price of US$22.56/WMT. The
overall average realized nickel ore price for the year ended December 31, 2019 was US$21.87/ WMT
compared to US$18.07/WMT for the year ended December 31, 2018, higher by US$3.80/WMT or
21.0%.

The average realized Peso over US$ exchange rate for the Group’s export revenues was P51.65
compared to P53.18 of the same period last year, lower by £1.53 or 2.9%.

Service Revenues

The service income earned for the LCT chartered by PGMC from its subsidiary, PCSSC, amounted to
P100.4 million for the year ended December 31, 2019 as compared to P95.4 million for the year ended
December 31, 2018.

Cost and Expenses
The cost and expenses include cost of sales, excise taxes and royalties, general and administrative

expenses, and shipping and distribution. The cost and expenses amounted to $4,681.0 million for the
year ended December 31, 2019 compared to P4,612.7 million for the year ended December 31, 2018,
an increase of P68.3 million or 1.5%. The increase was primarily due to an increase in contractors’
fee (see related discussion in the cost of sales section). The average cash operating cost per volume
sold increased to P727.31 per WMT in 2019 from P717.34 per WMT, higher by £9.97 per WMT or
1.4%. For the year ended December 31, 2019, the total aggregate cash costs and total sales volume
were P4,283.9 million and 5.890 million WMT, respectively. For the year ended December 31, 2018,
the total aggregate cash costs and total sales volume were £4,095.3 million and 5.709 million WMT,
respectively.

Cost of Sales

The cost of sales went up from P2,656.5 million for the year ended December 31, 2018 to £2,737.9
million for the same period this year, an increase by P81.4 million, or 3.1%, broken down mainly as
follows: (a) increase in contract hire by £99.2 million (from P1,836.7 million in 2018 to £1,935.9
million in 2019), or 5.4%, due to increase of contractors’ fee (from original 2019 contract) amounting
to US$0.50/WMT and an additional US$0.50/WMT for vessel arrival starting August 1 and
September 1, respectively. Also, there is an additional fee increase of US$1.00/WMT (from 2019
original contract) for 1.60%-1.79% nickel ore grade for September arriving vessels; (b) increase in
operation overhead by P19.8 million (from P13.2 million) or 150.4% due to completed confirmatory
drilling services for operating CAGA 2 and CAGA 4; and (c) increase in personnel costs and
community relations expense by P19.2 million or 12.1% and P17.0 million or 49.5%, respectively.
The increase was offset by the decrease in depreciation, depletion and amortization by 73.0 million
(from P413.6 million) or 17.6% due to lower depletion and amortization rates used because of the
increase in ore reserves based on the latest Philippine Mineral Reporting Code (PMRC) Report (see
Notes 8 and 10 of the consolidated financial statements.
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Excise Taxes and Royallties

Excise taxes and royalties were P843.0 million and P727.5 million for the years ended December 31,
2019 and 2018, respectively. Since these expenses were computed and paid based on the percentage
of revenues, the increase in nickel ore price and volume shipped consequently increased the excise
taxes and royalties taken up.

General and Administrative

General and administrative expenses were P675.2 million in the year ended December 31, 2019
compared to P795.7 million in the year ended December 31, 2018, a decrease of 120.5 million, or
15.1%. The decrease was mainly attributable to the provision for impairment losses taken up by the
Group in 2018 amounted to P79.7 million compared to nil in 2019. The Group’s 2018 provision
pertains to a disputed receivable from its previous contractor. In addition, taxes and licenses
decreased by P57.6 million, or 31.7%. Furthermore, rentals decreased by P24.6 million with a
corresponding increase in depreciation and amortization amounted to P26.4 million due to the
adoption of PFRS 16, Leases effective January 1, 2019.

Shipping and Distribution
Shipping and loading costs were P424.8 million for the year ended December 31, 2019 compared to
P432.9 million in the same period last year, down by 8.1 million, or 1.9%.

Finance Costs
Finance costs amounted to P83.1 million in the year ended December 31, 2019 compared to $76.9
million in the year ended December 31, 2018, an increase of 6.2 million, or 8.1%.

Other Charges - net

Net other charges amounted to P27.4 million in the year ended December 31, 2019 compared to P15.2
million in the year ended December 31, 2018, an increase of P12.2 million, or 80.3%. The difference
pertains mainly to the net foreign exchange losses as a result of the rebooking of US$ denominated
accounts and the Group’s net despatch revenues earned,net of demurrage and other adjustment.

Provision for Income Tax - net

The net provision for income tax was P528.1 million for the year ended December 31, 2019 compared
to P276.9 million in the same period last year, an increase of P251.2 million or 90.7%. The Group’s
current provision for income tax represents regular corporate income tax for the years ended
December 31, 2019 and 2018. The increase was due to the higher taxable income earned during the
year compared to the prior year attributable to increase in revenues.

Share in Net Loss of Associates

The share in net loss of associates amounted to P41.5 million for the year ended December 31, 2019
compared to nil in 2018. This represents: (1) Equity take-up of deposits for future acquisition
amounted to P42.9 million attributable to unrecognized share in net loss of SPNVI in accordance with
Philippine Accounting Standards (PAS) 28; and (2) Share in net income on the investment in Seasia
Nectar Port Services Inc. (SNPSI), an associate, amounted to P1.4 million applicable for the period
December 1 to 31, 2019.

Total Comprehensive Income - net of tax

Currency Translation Adjustment

The Group had recognized currency translation adjustment, net of tax amounted to (P15.8 million)
and P17.4 million for the years ended December 31, 2019 and 2018, respectively, which pertained to
the exchange differences arising on the translation of a subsidiary’s functional currency to the
presentation currency of the Parent Company.
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Remeasurement Gain (Loss) on Retirement Obligation
Remeasurement gain (loss) on retirement obligation - net of tax recognized in 2019 and 2018
amounted to £16.9 million and (P9.7 million), respectively.

FINANCIAL POSITION
Year as at December 31, 2021 and 2020

As at December 31, 2021, total assets of the Group stood at P13,897.4 million, an increase of
$£2,322.9 million or 20.1%, from P11,574.5 million as at December 31, 2020.

Current assets were P6,965.0 million as at December 31, 2021 compared to $5,693.2 million as at
December 31, 2020, an increase of P1,271.8 million or 22.3%. The increase in current assets was
mainly attributable to the increase in cash and cash equivalents by P1,369.6 million attributable
mainly to the cash generated from operations. This was offset by the decrease in trade and other
receivables, inventories and prepayments and other current assets by P63.4 million, £17.1 million and
P16.3 million, respectively.

Noncurrent assets increased by P1,051.1 million or 17.9% from P5,881.4 million as at December 31,
2020 to P6,932.5 million as at December 31, 2021. The increase was mainly due to the:

(a) Net increase in property and equipment by P1,769.1 million or 89.5% was mainly due to:

e Additions through business combination amounting to £1,017.5 million as a result of the step
acquisition of new subsidiary, SNPSI;

e Recognition of right-of-use asset amounting to P504.0 million attributable to the Group’s
lease agreement with JSY6677 Landholdings, Inc. for its new office space for a lease period
of ten (10) years effective April 1, 2021;

e Acquisitions during the year amounting to $492.9 million;

e Reclassification of mine exploration costs to mining properties “under property and
equipment” amounting to P115.8 million attributable to the portion of exploration costs
related to CAGA 1 which transitioned to commercial operations in May 2021;

e Reduction by P31.4 million attributable to the adjustment to capitalized cost of mine
rehabilitation to reflect the latest discount rates and inflation rates used in the calculation of
the estimates; and

e Reduction by P345.8 million representing depreciation and depletion during the year;

(b) Decrease in investment in associates amounted to P487.7 million as a result of step acquisition of
SNPSI;

(c) Net decrease in mine exploration costs amounted to P94.1 million was a result of the
reclassification to property and equipment amounted to P115.8 million attributable to the
transition of CAGA 1 to production stage, net of exploration expenditures incurred amounting to
P21.7 million during the year; and

(d) Net decrease in other noncurrent assets by P93.6 million or 13.2% mainly due to decrease in
restricted cash amounted to P103.3 million attributable to the reduction of the debt service reserve
account (DSRA) requirement of the new TCB loan.

Total liabilities of the Group stood at P3,280.4 million as at December 31, 2021, an increase of P818.8
million or 33.3%, from P2,461.6 million as at December 31, 2020. The increase was mainly due to
the:

(a) Increase in loans payable amounted to P438.8 million attributable mainly to the new TCB loan;
(b) Increase in lease liabilities by P412.9 million in relation to the increase in right-of-use asset (see

related discussion in noncurrent assets section above);

(c) Increase in trade and other payables by P257.5 million (from P449.9 million to 707.4 million);
(d) The increase was offset by the decrease in advances from related parties, income tax payable,
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retirement obligation, provision for mine rehabilitation and decommissioning, and other
noncurrent liabilities amounted to P158.7 million, P73.4 million, P25.1 million, 23.2 million,
and P10.1 million, respectively.

Year as at December 31, 2020 and 2019

As at December 31, 2020, total assets of the Group stood at P11,574.5 million, an increase of P§72.4
million or 8.2%, from £10,702.1 million as at December 31, 2019.

Current assets were P5,693.2 million as at December 31, 2020 compared to P4,695.4 million as at
December 31, 2019, an increase of P997.8 million or 21.2%. The increase in current assets was
mainly attributable to the increase in cash and cash equivalents, advances to related parties, and
prepayments and other current assets by £690.3 million, £346.5 million, and £38.8 million,
respectively. This was offset by the decrease in inventories and trade and other receivables by £57.1
million and P20.9 million, respectively. The increase in prepayments and other current assets mainly
pertains to the increase in prepaid taxes and licenses representing advance payments made to the
MGB and the BIR for the processing of shipments’ permits and will be applied to the 2021 shipments.

Noncurrent assets decreased by P125.3 million or 2.1% from $6,006.7 million as at December 31,
2019 to P5,881.4 million as at December 31, 2020. The decrease was mainly due to the: (a) decrease
in mining rights by P19.5 million or 12.5% due to the amortization during the year; (b) decrease in
other noncurrent assets by P168.0 million or 19.1% mainly due to provision for impairment loss on
input VAT (see related discussion in the general administrative section); (¢) increase in investment in
an associate by P36.2 million or 8.0% representing share in net income during the year; and (d)
increase in mine exploration costs by P21.6 million or 9.8% representing the cost for the additional
exploration activities conducted during the year.

Total liabilities of the Group stood at P2,461.6 million as at December 31, 2020, a decrease of £594.0
million or 19.4%, from $3,055.6 million as at December 31, 2019. The decrease was mainly due to
the net decrease in: (a) decrease in trade and other payables by P140.2 million or 23.8%; (b) bank loan
availments amounted to P291.8 million and payments during the year amounted to $499.4 million; (c)
payment of subscription payable amounted to P225.0 million; (d) decrease in income tax payable
amounted to P90.2 million; (e) increase in provision for mine rehabilitation and decommissioning
amounted to P76.1 million; and increase in lease liabilities amounted to £19.9 million.

CASH FLOWS
Years Ended December 31, 2021, 2020 and 2019

Cash Flows from Operating Activities

The net cash flows from operating activities resulted in £2,464.3 million for the year ended December
31, 2021 compared to P2,137.3 million of the same period in 2020. The increase in the cash
generated from operations was due to higher sales of ore during the year compared to the prior year as
a result of the improved prices of nickel ore.

The net cash flows from operating activities was P1,843.3 million for the year ended December 31,
2019, primarily comprising operating income before changes in working capital of £2,331.4 million
adjusted for net changes in working capital of 6.3 million, income taxes paid of P421.4 million,
interest paid of P57.1 million, retirement plan contributions of 22.9 million, and interest received of
P7.0 million.

Cash Flows from Investing Activities
The net cash flows used in investing activities for the years ended December 31, 2021, 2020 and 2019
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amounted to P812.7 million, P775.2 million, and P915.3 million, respectively.

The net cash outflows in 2021 arise mainly from the net acquisitions of property and equipment
amounted to P404.6 million, increase in advances to related parties amounting to P301.6 million,
payment for the acquisition of net assets of a subsidiary amounting to £158.7 million, additional mine
exploration costs amounting to P21.7 million, and decrease in other noncurrent assets amounting to
P73.9 million.

The net cash outflows in 2020 arise mainly from the net acquisitions of property and equipment
amounting to P185.0 million, full payment of subscription payable for investment in an associate
amounting to P225.0 million, additional advances to related parties amounting to $346.5 million, and
additional mine exploration costs amounting to 21.6 million.

The net cash outflows in 2019 arise mainly from the net acquisitions of property and equipment
amounting to P360.3 million, investment in an associate amounting to P225.0 million, additional
advances to related parties amounting to P174.9 million, and additional mine exploration costs
amounting to P127.0 million.

Cash Flows from Financing Activities
For the years ended December 31, 2021, 2020 and 2019, the net cash flows used in financing
activities amounted to P431.7 million, P582.4 million, and P187.0 million, respectively.

The net cash outflows in 2021 arise mainly from the proceeds from availment of loans amounting to
P892.8 million, net of payments amounting to P460.5 million, repurchase of treasury shares
amounting to P367.9 million, payment of cash dividends amounting to P218.4 million, decrease in
advances from related parties amounting to P128.0 million, decrease in lease liabilities amounting to
P101.5 million, acquisition of non-controlling interest amounting to P38.1 million, and payment of
other noncurrent liabilities amounting to £10.1 million

The net cash outflows in 2020 arise mainly from the proceeds from availment of loans amounting to
P291.8 million, net of payments amounting to P499.4 million, and repurchase of treasury shares
amounting to P346.0 million.

The net cash outflows in 2019 arise mainly from the proceeds from availment of bank loans
amounting to P388.4 million, net of payments amounting to P451.2 million, and repurchase of
treasury shares amounting to 82.6 million.

Cash Dividends Payable and Treasury Stock Distributable as Dividends

On May 22, 2013, the BOD of the Parent Company approved the declaration of cash dividends in the
amount of P1.656 per outstanding common share or 10,500 million to stockholders of record as at
June 5, 2013, payable on June 12, 2013. In 2014, cash dividends declared and payable to certain
shareholders on May 22, 2013 amounting to P20.3 million were returned as stale checks and
presented as cash dividends payable and will be reissued to such investors subsequent to year-end. As
at December 31, 2021 and 2020, dividends payable amounted to £20.2 million.

On June 15, 2014, the PGMC’s BOD approved the declaration of cash dividends in the amount of
P1,411.7 million and property dividends of £3,657.4 million to stockholders of record as at June 15,
2014. On September 1, 2014, PGMC’s BOD amended its initial dividend declaration dated June 15,
2014 by declaring cash dividends in the amount of £5,069.1 million out of its unrestricted retained
earnings. Out of the total dividends declared, $4,309.0 million pertains to 16% participating,
non-cumulative, preferred stockholders at P0.07 per share and the remaining P760.1 million pertains
to common stockholders at P0.06 per share. On December 29, 2014, PGMC settled its cash dividends
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payable amounting to £5,069.1 million. The dividends payable was offset against the cash advances
to stockholders classified under “Advances to related parties™.

On July 15, 2014, the PGMC’s BOD approved the declaration of cash dividends amounting to
P1,084.6 million at P0.09 per share. The dividends were settled on August 29, 2014.

On December 1, 2014, the BOD approved the adoption of a dividend policy of declaring dividends
equivalent to at least twenty percent (20%) of the unrestricted retained earnings of GFNI for the
preceding year as indicated in its audited financial statements.

On December 26, 2017, PGMC declared cash dividends of P480.00 per share to stockholders of
record as of December 31, 2017 or for a total of £4,365,119,520.00 and paid its stockholders on
January 15, 2018. On the same day, PGMC declared a stock dividend amounting to
$1,200,000,000.00 divided into 12,000,000 shares at the par value of P100.00 per share, or on or
about 1.32 common shares for every common share held.

On March 14, 2018, the Board approved the declaration of property dividend consisting of FNI listed
treasury shares at the ratio of 0.06 share for every FNI share to all shareholders of record by April 2,
2018 based on the March 14, 2018 listed price. On October 30, 2018, the SEC approved the
Company’s declaration of property dividend and payment to eligible shareholders was made on
November 22, 2018.

On December 16, 2019, PGMC declared cash dividends of £85.00 per share to stockholders of record
as of December 15, 2019 or for a total of £2,201,499,915.00 and paid its stockholders on or before
January 2020.

On December 30, 2020, PGMC declared cash dividends of P47.50 per share to stockholders of record
as of December 30, 2020 or for a total of 1,230,249,952.50 and paid its stockholders on or before
March 31, 2021.

On May 17, 2021, the Parent Company declared cash dividends of P0.10 per share to stockholders of
record as of June 15, 2021 or for a total of 521,031,525 and paid its stockholders not later than July
9,2021.

On December 31, 2021, PGMC declared cash dividends of 57.00 per share to stockholders of record
as of December 31, 2021 or for a total of £1,476,299,943.00 and paid its stockholders on or before
March 31, 2022.

Capital Stock

The capital structure of the Parent Company as at December 31, 2021 and 2020 is as follows:

2021 2020
Authorized shares 11,957,161,906 11,957,161,906
Par value P1.05 P1.05
Total authorized capital stock P12,555,020,001.30 P12,555,020,001.30
Issued shares 6,072,357,151 6,072,357,151
Total capital stock (amounts in
thousand Pesos) P6,375,975 6,375,975

The Parent Company has only one (1) class of common shares. The common shares do not carry any
right to fixed income.
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As discussed in the Corporate Information section, the BOD and stockholders of the Parent Company
approved a capital restructuring through a reverse stock split. In relation to this, the Parent Company
applied for an increase in its authorized capital stock which was approved by the SEC on November 7,
2016. Out of the increase in capital stock, an individual stockholder subscribed a total of £20,000.40
divided into 19,048 common shares at a par value of £1.05.

The Parent Company applied for an increase in its authorized capital stock from $2,555.0 million
divided into 7,300,000,000 common shares with a par value of £0.35 per share to 12,555.0 million
divided into 35,871,428,572 common shares with a par value of P0.35 per share. The increase in the
authorized capital stock as well as the issuance of the 10,463,093,371 common shares to the Thirteen
Stockholders in accordance with the Share Swap transaction was approved by the SEC on December
22,2014.

Parent Company Follow-on Offering

On July 20, 2018, the Parent Company completed its 250,000,000 common shares follow-on offering
at an offer price of P2.07 with total proceeds of P517.5 million. On the same date, all the
6,072,357,151 issued shares of the Parent Company, including the common shares issued in
accordance with the Share Swap transaction approved by the SEC on December 22, 2014, private
placement and follow-on offer shares, are listed in the PSE.

The issuance of the 250,000,000 common shares resulted in an increase in the common stock and
recognition of additional paid-in capital amounted to £262.5 million and P239.0 million (net of
transaction costs directly attributable to the issuance of new common shares), respectively.

The following table summarizes the track record of registrations of securities under the Securities
Regulation Code.

Registration ~ Issue/Offer =~ Number of

Transaction Subscribers Date Price Shares

Initial registration Various October 1994 1.50 5,000,000,00
0

Additional registration Various September — 1,150,000,00

1996 0

Exempt from Various December -

registration 1998 305,810,000

Exempt from Two June 2013 0.35

registration individuals 554,000,000

Additional registration Various July 2018 2.07
250,000,000
7,259,810,00
0

Treasury Stock

The Parent Company has 735,182,322 shares amounting to P1,544.9 million and 598,147,322 shares
amounting to P1,198.9 million in treasury shares as at December 31, 2020 and 2019, respectively.

In 2020 and 2019, the Parent Company purchased a total of 137,035,000 common shares amounting
to P346.0 million and 50,755,937 common shares amounting to P82.6 million, respectively. As at
December 31, 2020, the Company purchased a total of 862,766,414 common shares amounting to
P2,047.8 million. This is pursuant to the Share Buyback Program which was approved by the BOD
on June 29, 2016 and May 15, 2018. The estimated number of shares for re-purchase, approved and
authorized by the BOD is up to 10% and an additional 5% of the total outstanding shares of the Parent
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Company, respectively. On December 22, 2020, the BOD approved to buy back an additional 5% of
the Parent Company’s outstanding shares for three (3) years at market price. As at December 31,
2021 and 2020, the Parent company repurchased about 13% and 11% of its outstanding shares,
respectively.

Employee Stock Option Plan (ESOP)

On June 29, 2016, the BOD and stockholders of the Parent Company approved the establishment of
an ESOP (which covers the qualified employees of the subsidiaries of the Parent Company), the
details of which shall be subject to the approval of the Compensation Committee. On May 9, 2017,
the Compensation Committee and the BOD approved the Employee Stock Option Master Plan which
is a share-based compensation plan. It also approved the granting of the First Tranche which
comprised the 20,000,000 option grants to be vested over three (3) years at a strike price of 2.00 and
20,000,000 share/stock grants to be granted over two (2) years (i.e., 10,000,000 share/stock grants
each year).

Special Stock Grant

The stock grant agreement in relation to the Employee Stock Option Master Plan was executed on
December 27, 2017, the grant date, between the Parent Company and the grantees. A total of
10,100,000 treasury shares of the Parent Company was granted to PGMC, then subsequently issued
and awarded by PGMC to its employees as recognition for their past services. The basic terms and
conditions of the stock grant are as follows:

e The participants of the special stock grant are the officers and employees of its significantly
owned subsidiaries as selected and approved by the Compensation Committee;

e The shares granted under the 2017 Plan will be registered in the employee’s name and will
have a lock-in period of two (2) years from the date of grant;

e As the owner of record, the employee will have the right to vote shares and receive dividends;
and

e During the lock-in period, such shares of stocks granted may not be sold, assigned,
transferred, pledged, hypothecated, or otherwise encumbered or disposed of. Pursuant to this,
the certificate covering the shares of stock will be held in escrow by the designated escrow
agent, and will be released at the end of the lock-in period.

The second tranche of the Stock Grant was executed on December 28, 2018, the grant date, between
the Parent Company and the grantees. A total of 9,900,000 treasury shares of the Parent Company
was granted to PGMC, then subsequently issued and awarded by PGMC to its employees as
recognition for their past services. The basic terms and conditions of the stock grant are the same as
that of the 2017 Stock Grant.

As of date, the stock grants have been released to the grantees since the lapse of the lock-in periods.

65



Key Performance Indicators (KPIs)

The Group identified the following KPIs:

KPI Formula 2021 2020 2019
Profitability
1. Return on Equity Profit for the Year / Average Total 20.0% | 22.3% | 18.6%
Equity
2. Return on Assets Profit for the Year / Average Total 15.5% | 16.7% | 13.3%
Assets

3. Earnings Per Share Profit for the Year / Adjusted
Weighted Average Number of 0.38 0.34 0.24
Common Shares Outstanding

Leverage
4. Debt-to-Equity Ratio Total Liabilities / Total Equity 0.31:1 0.27:1 | 0.40:1
Liquidity
5. Current Ratio Current Assets / Current Liabilities 5.13:1 3.70:1 | 3.14:1

Trends, Events or Uncertainties

Recent Trends

In 2021, the overall supply of nickel ore from the Philippines and other countries is relatively tight.
Due to the COVID-19 pandemic, the implementation of mining and export policies in the Philippines
is more flexible this year which resulted in about 14% year on year increase in nickel ore supply. In
the China market, the domestic consumption volume of nickel ore decreases by about 12% year on
year due to the irregular environmental inspection and China National Development and Reform
Commission’s (NDRC) issuance of “Dual Control” policy. China currently implements a “dual
control mechanism” under which provinces are given targets for total energy consumption and energy
intensity, which is the amount of energy consumed for each unit of GDP growth.

The nickel ore price trend of 2021 in the Philippines stays firm due to short supply in the market but
as many ferronickel plants in China have to cut or suspend production, due to the strict “Dual
Control” policy, the price of nickel ore drops in Q3 of 2021. Also, affected by the coal market, the
ocean freight rates rose sharply.

In April 2021, the Philippines lifted the moratorium on new mining agreements introduced in 2012,
allowing new mining deals and reviewing existing contracts for possible negotiation, provided that
these would comply with the country’s mining laws. In December 2021, the Philippines lifted the ban
on open-pit mining, which has been in force since 2017. The removal of the restrictions has not only
increased national revenue but also spurred the development of new nickel ore projects. It is expected
that the Philippine nickel ore export in 2022 will continue to increase compared with 2021, and the
shortage of ferronickel supply in China can be improved further.

London Metal Exchange (LME) nickel inventory is at 101k metric ton (mt) with an LME nickel price
last-three-months-average of US$19,820 in 2021. Despite the decreasing LME nickel inventory from
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249k mt in January 2021 to 101k mt in December 2021 which is about 59% inventory drop, the
annual average LME nickel price was estimated to have increased by 38% compared with that in
2020, which was attributed to expectations of increased use of nickel in electric vehicle batteries and
continued strong demand for stainless steel.

In China, the supply of NPI exceeded the demand, and the prices were unlikely to stand stable. The
costs of NPI were stable, but the profits of NPI plants shrank further on the current prices. At the
same time, the market shares of Indonesian NPI were expanding as it was more cost effective than
domestic NPI, which weighed on the domestic high-grade NPI prices. Domestic consumption in
China performed well with a positive growth in GDP, supporting the nickel prices firmly in the
domestic market. The NPI-stainless industry chain contributed a sharp increase in nickel prices as
strong NPI consumption buoyed primary nickel fundamentals. The Philippines is China’s main nickel
ore supplier since the ore export ban from Indonesia in 2014.

Mine production in Indonesia increased by an estimated 30%, which was facilitated by the ongoing
commissioning of integrated NPI and stainless-steel projects. The country’s first hydrometallurgical
plant began operation in May on Obi Island. It was among several similar projects in the country that
were designed to produce intermediate nickel products to be used as feed material at battery-grade
nickel sulfate plants.

Outlook

The Philippines is expected to supply 85% of China’s total laterite ore imports by 2022. According to
the International Stainless Steel Forum, stainless steel production increased by 16.9% year-on-year to
43.0 million metric tons in the first nine (9) months of 2021. Chinese stainless-steel mills consume
more than half of the primary nickel. Other major stainless-steel producing regions are smaller than
China and fulfill a greater share of their nickel requirements from stainless steel scrap than from
primary sources. The demand in the nickel market from the stainless steel industry is likely to
increase in the future.

The increasing consumption level of nickel in Electric Vehicles (EVs) is also expected to boost the
market in the region, as it accounts for a considerable share of nickel demand. China is the global
leader in the electric car market, with the sales of new EVs being four (4) times higher than that of the
United States. A total of 3.3 million units of EVs were sold in China in 2021, registering an increase
of 154% compared to 1.3 million units sold in 2020. The Chinese central government’s principal
policies to promote EVs are expected to increase the demand for nickel in the country. Due to the
impact of COVID-19, the demand for nickel has reduced from many end-use applications. However,
with recovery in various end user industries, the demand for nickel is expected to grow in the region.

67



Uncertainties

There are no known significant uncertainties that will result in or that are reasonably likely to result in
the Company’s liquidity increasing or decreasing in a material way.

Capital Expenditures

The Group does not have any outstanding commitment on capital expenditures as of December 31,
2021.

Operational and Financial Requirements

The Group maintains liquid assets in order to meet future operational and financial requirements.
Material Contingencies and Off-Balance Sheet Obligations

The Group is not aware of any significant commitment, guarantee, litigation or contingent liability
during the reported period other than those discussed in this report and the audited consolidated
financial statements.

Events that will Trigger Direct or Contingent Financial Obligation

The group is not aware of any event that will trigger a direct or contingent financial obligation that is
material to the Group, including any default or acceleration of an obligation.
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Global Ferronickel Holdings, Inc.

May 24, 2022

SECURITIES AND EXCHANGE COMMISSION
PICC Complex, Roxas Boulevard

Pasay City
Attention i MR. VICENTE GRACIANG P. FELIZMENIO, IR
Director, Markets and Securities Regulation Department
e 1 Certification af Non-Involvement with Government Agencies
or Its Instrumentalities
Gentlemen:

in compliance with reguirements of the Commission relative to the filing of SEC Farm 20-15, we
certify that none of the Company’s incumbent directors and executive officers who may be elected
and appointed during the Annual Stockholders’ and Organization Meetings to be held on June 25,
2022 is a government employee or official covered by Memaorandum Circular 17, Sec. 12 Rule Xvill of
the Revised Civil Service Rules.




STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The masagemient of Global Ferronickel Holdings, Inc. and Subsidiaries is responsible for the preparaison and fair
presentation of the audived consolidated lnancial statements including tee schedules auached therein, for the vears
crded December 31, 202 and 2020 i accordance with the prescrbed finamcial reporting framework mdicated
thera, and for auch miemal control s manngement determimes s necessary enable the preparation of Feoscial
statements that are free from motera] missatement, whisther dus o feod or error

In prepaning the financinl stitements, management s responsible for assessing the Compamy’s ability 10 continue
as A going concesn, disclosing, as applicable mactees reloted 1o gomg concern and uging the going concarm bagis of
accounting wnless manpgement gther infemds 1o hquidste the Company or (0 cense operations, or has no realstic
allzmative bul to do so,

The Board of Directors 1s responsible for overseeing the Company's finaneial reporting process.

The Board of Directors reviews and approves the sudjted conzalsdated financial statemenis includeng the scheduled
aiached theren, and submiiz ithe smme w the stockholders or memberns,

Sylip, Gorres, Veloyo & Coo, the independent suditor appointed by the steckholders, has audited the finanginl
statements of the company o accordasce with Philippine Standards on Auditing, and in its Tepen o e
stckholders or members, hos expressed s opimen on the fimess of prassntation upon comgleton of such audic
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INDEPENDENT AUDITOR'S REFORT

The Board of Directors and Stockholders

Global Ferronickel Holdings, Inc. amd Subsidiaries
TF Corporate Business Centne

151 Paseo de Roxas Cor Amme 51,

Makaty City

Orpinion

We have uudited the consolidated financial statements of Global Ferronickel Holdings, Inc. and its
subsidianes (the Group), which comprise the consolidated statements of financial position as at
December 31, 2021 and 2020, and the consolidated statements of comprchensive meome, consolidated
statements of changes in eguity and consolidated statements of cash flows for esch of the three years in
the penod ended December 31, 2027, and notes 1o the consalidated finacial statements, including a
summary of signilicant accounting policies.

[n our opinion, the accompanving conselidated linancial statements present fairly, in all material respects,
the consolidated financial position of the Group as at December 31, 2021 and 2020, and i3 consolidated
financial performance and its consolidated cash flows for each of the three vears in the period ended
December 31, 2021 in soccordance with Philippine Financial Reporting Standards {PFRSs).

Basiz for Opinion

We conducted our awdits in accordance with Philippine Standards on Auditing (PSAs). Our
regponsibilities under those standards are further deseribed in the Avditor & Responsibilivies for the Audit
of tiee Congolidated Financial Statements section of our report, ' We are independent of the Group in
nccordance with the Code of Ethics for Professional Accountants in the Philippines (Code of Ethics)
together with the ethical requirements that are relevant fo our audit of the consolidated financial
staterments in the Plulippines, and we have fulfilled owr other ethical responsibilities in accordance with
these requiremenis and the Code of Ethics. We believe that the sudit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Kev Audit Matter

Key audit matters are those maftérs that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the curent peniod.  These malters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming cur opinion
thereon, and we donot provide a separate opinion on these matters. For the matter below, our description
of hew our audit addressed the matter is provided in that context.

We have [ulfilled the vesponsibilities described in the Auditor s Respanvibilities for the Awdit of

e Comsodidaled Fimancial Stotements section of our report, including in relation ro these matters,
Accordingly, our audil included the performance of procedures designed to respond to our assessmend
of the risks of material misstatement of the consolidated financial statements, The results of our audil
procedures, includimg the procedures performed o address the mafter below, provide the basis for our
audit opimion on the accompanving consolidated financial statements.
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Recoverability of Deposits forr Future Acquisition

Az at December 31, 2021, the Group has deposits for future acquisition which amounted 1o 12,1710
million. The significant portion of these deposits will form par of the purchase price for the acquisition of
additional interest in the Group's investment in an associate, Southeast Palawan Nickel Ventures, [nc.
{SPNVI), SPNVT has a subsidiary, Ipilan Mickel Corporation (JNC), which i still under explorztion and
evaluation stage and cumrenthy abtaining pérmits necessary (o lransition o development phase and
eveniually operate,

We considered this as a key audit matter because of the matenality of the amount involved, significant
management's judgment required in assessing whether there ig any indication of impairment, and
mvolves estimation and assumptions about ore reserves estimate, future capital requirements and
production costs, as well as external input such as commodity prices, foreign exchange rates, price
inflation and discount rate, Significant management’s judgment is also required in assessing the
successiul feasibility and developmient of INC™s explomabion activities,

The Group’s disclosures on deposits for future acquisition are included m Notes 3 and 29 1o the
consolidated financial statements.

Aueftr Response

We oblamned manegement’s assessiment on whether any events or circumstances exist that may indicate
that the deposits for Tuture acquisition may be impaired. We ¢valuated the methodologies and
assumptions used in the impaimment assessment which include ore reserves, future capital requirements,
production costs, commodity prices, loreign exchange rates, price inflation and discount rate. We
obtazned the specialist’s report on the ore reserves and obtained an understanding of the neture, scope and
objectives of his work, basis of the estimates including the changes in the reserves during the year amd
the significant factors considered by the specialist in preparing and producing the repori. We gvaluated
the discount rate and valuation methodalogies used in the impairment assessment. We compared the
commaodity prices, foreign exchange rates, price inflation and discount rute with extemally publizhed
data. We also evalnated the future capital requirements and production costs by comparing these with
historical information of comparable entities. We inguired the status of INC's exploration and evaluation
activities checked if consistent with the published government reports. We inspected the related permirs
of INC”s exploration project 1o determine that the period for which INC has the night to explore in the
specific area has not expired and has been applied lor renewal.

Realizatility of ddvances to Relaled Pariics

As at December 31, 2021, the Group has advances to related parties which amounted to #2,764.5 millien.
These advances lo related parties are supported with a Anancial puarantee contract which the Group
considered in assessing the amount of expected credif loss,

We considered this as a key audit matter because of the maternality of the amount involved and significant
judpments and estimates required in determining whether there is significant increase in credit risk and
measurement of expected credit loss, including consideration of forward-looking infennation. Sigmificant
management’s judement and estimate is also required to determine the realizable smount of the financial
azset based on caghflow forecast of the guarantor, which requires the use of significant assumptions such
as projected sales volume, commodity prices, production costs and [oreign exchange rates.

AN BIRTRE AT
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The Group’s disclosures on advances to related parties are included in Motes 3 and 29 to the consolidated
financial statements.

Audit Response

We obtained management’s assessment in determining whether there 15 a sigmificant merease in credit
risk and whether provision for expected credit losses 18 required on advances (o related parties. We
evaluaded the realizable amount used in the measurement of expected credil loss, mcluding credit
enhancement arising from the financial guarantee contract and the forward-looking information. We
evaluated the cashflow forecast, including significant assumptions used such as commodity prices,
foreign exchange rates, sales volume and production costs by refezence to externally published market
dista and historical information. We checked the incorporation of forward-looking information in the
cashflow forevast by evaluating and assessing the different forecast scenarios, mncluding probability
weight of each scenanes, if consistent with the guarantor’s business model and contractual cashfow test

Diher Information

Management 15 responsible for the other infommation. The other information comprises the mivrmation
included in the Securities and Exchange Comniasion (SEC) Form 20-15 (Definitive [nformation
Statement), SEC Form 17-A and Annual Report for the vear ended December 31, 2021, bul does not
include the consclidated financial statements and our auditor’s report thereon. The SEC Form 20-15

{ Definitive Information Staterment), SEC Form 17-A and Annual Repont for the year ended

December 31, 2021 are expected 1o be made available 1o us after the date of this anditor's report

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

In connection with our audits of the consolidated financial statements, our responsibility is 1o read the
other information identified above when it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the consolidmed financial statements or our knowledge
obtained i the audits, or otherwise appears to be materially misstated.

Responsibilities of Management and Thoese Charged with Gevernance for the Consolidated
Financial Statements

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

In preparing the conselidated Bnancial stalements, management is responsible for assessing the Group's
ability to continue as a going concem, disclosg, as applicable, matters related to going concern and
using the going concern basis of accounting unless management erther intends to liguidate the Group or Lo
cease operations, or has no realistic alternative but to do so.

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

Our objectives are to obtain reasonable assurance about whether the consolidated (inancial statements as o
whole are free from material misstatement, whether due to frawd or crror, and to issue an auditor's report
that includes our opinion. Reasonable assurance 15 a high level of assurance, bul 13 not & goaraniee

that an awdit conducted in accordance with PSAz will always detect a material missiaiement when i
exisly, Misstatements can arise from fraud or értor and are considered matarial i, individually or in the
aggregate, they could reasonably be expected to influence the cconomic decisions of uscers takien on the
basis of these consolidated finencial statements.

As part of an andit in accordance with PSAs, we exercise professional judgment and mamtain
professional skepticism throughout the audit, We also!

#  ldentify and nssess the nsks of material pusstatement of the congolidared financial statemenis,
whether due to froud or error, degign and perform audit procedures responsive to those rsks,
and obtain andit evidence that is sufficient and appropriate to provide a basis for our opinion.
The nsk of not defecting a material misstafement resulting from fravd 15 higher than For ong resulting
rom error, as rawd may invelve collusion, forgery, intentional emissions, misrepresentations,
of the override of internal control,

s Obtain an understanding of mtemal control relevant to the audit in order 10 design sudit procedures
that are appropriate in the circumstances, but not for the purpese of expressing &n opinion on the
effectiveness of the Group’s intemal conirol.

s Evalunge the appropriateness of accounting policies used and the reasonableness of pecounting
estimates and refated disclosures made by management.

s Conglude on the gppropristeness of management’s use of the going concern basis of accounting and,
bazed on the audit evidence obtaimed, whether a material uncertamty exists related o events or
canditions that may cast sipmficant doubt on the Group's ability to continue as & going concem.

If we conclude that a material uncertainty exists, we are reguired to drow attention in our anditor’s
repart to the related disclosures in the consolidated financial statements or, if such disclosures are
madequate, to modify our opinion. Our conclusions are based on the audit evidence obtainad up to
the date of cur auditor’s report. However, futume evenis or condilions may caus¢ the Group (o ceass
0 CONMnUE a5 a ZoINE COnCe.

®  Evaluate the overall presentabion, struciure and content of ihe conzolidated fnancial statements,
ncludme the disclosures, and whether the consolidated Anancial statements represent the underlying
transactions and events ina manner that achieves fair presentation.

o Obtn sulficient appropriate audi evidence regarding the Gnancial information of the entitics or
business activities within the Group to express an opinion on the consolidated financial statements.
W are responsible for the direction, supervision and performance of the audil. We remain salely
responzible for our audit optnion.

AU AR
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We communicate with those charged with govemance regarding, among other matters, the planned scope
and timing of the audit and significant audit Gadings, including any significant deficiencies in mternal
control that we identify during our audit

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

From the matter communicated with those charged with governance, we determing this matter that was of
mast significance in the audit of the consolidated financial statements of the current period and 15
therefore the key audil matter, We describe this matter in our auditor’s report unless law or rejrulation
preciudes public disclosure about the matter or when, in extremely rare circumstances, we determine that
a matter should not be communicated in our report because the adverse conseguences of doing so would
reasonably be expected to outweigh the public interest benefits of such commumicanon

The engagement partner on the andit resulting in this independent auditor’'s report is Eleanore A, Layug,

SYCIP GORRES VELAYO & CO.

éll»—nwﬂﬂr.

Eleanore A. La
Pariner
CPA Certificate Mo, 01007%4
Tax Identification No, 163-069-453
BOAPRC Bep. Mo, 0001, August 25, 2021, valid until April 15, 2024
SEC Parimer Accreditation Ko, 100794-5E {Group A)

Walid to eover audit of 2021 o 2025 financinl stafements of SEC covered inshiiutions
SEC Firm Accreditation No. 0001-5EC {Group A)

Valid 1o cover audit of 2021 o 2025 financial statements of SEC covered institutions
BIR Accreditation No. DE-D01998-097-2020, Novembser 27, 2020, valid until November 26, 2023
PTR Ma. 8R34310, January 3, 2022, Makati City

March 25, 2022



GLOBAL FERROMICKEDL HDLDINGS, INC. AND SUESIDIARIES
CONSOLIDATED STATEMENTS OF FINANCIAL FOSITION

[Amnounts in Thousands)
Elﬂ:emhl'.-r i1
2021 20240

ASSETS
Current Assets
Cash and cash equivalents [Note 4] 1821177 PF1.451,564
Trade and other reczivables {Note 5) 03,348 126,727
Advances to related parties [Note 2%) 2,764,514 L.765,543
Inventaries [Note &) 269,470 286,594
Prepayvments and other eurrent assets (Note 7] &6 461 b, 739
Total Current Assels i, 9 d, 9T0 093,173
Moncurrent Assets
Property and equipment {Note B] 3,746,417 977,217
Deposits for fiture aeguisition {Make 29) 2,171,003 2173878
Mine exploraton costs (Moete 1) 147,299 141,361
Mining rights {Note 10] 125579 136,85
Deferyed Ly assets - net (Note 30) 6,253 153,122
Rotirement plan asset - net (Mote 16] 2p410 =
Other noneurrent agseis [Noke 12 617,510 1103
Lrvestant n assoclates (Mote 5] = 7657
Total Noncurrend Assels 6,932,471 L481,363
TOTAL ASSETS P1LA%7 441 F11.574.536
LIARILITIES AND EQUITY
Current Lisbilities
Trade and ather payablss [MNote 13 F707,381 P44 0496
Current portion of bans payable [Note 14) 247,109 440,487
Advanees fram related parties [Mole 29) 235,861 194,536
Cutrént pattion of bease llabilities (Nowe 17) 64,725 haZ13
Icome tax payable 103,507 176,863
Total Current Liabllites 1,358,583 L037,995
Noncurrent Linhilities
Frovision for mine rehabilitation snd decommissioning {Note 15) 305,414 28601
Leasz liabilities - net of current portion (Note 17 442,243 17,858
Loans payahle - met af current portion (Note 14) 652,147 -
Other noncurvent llabiiites (Mo 1E) 521,56 532,020
Retirement obligation [Note 16] o 23,081
Total Noncurrent Liabilities 1,921,772 423579
Toetal Liabilities 3,280,155 24461574
Equity
Capital stock (Note 1) 6,375,975 5,375,975
Additional paid-in cipital (Mote 19) E3w012 239,012
Fair value reseryve of inancial asset at @i value through other mmprelensive

inpome [Node 1LZ) [5,565) 1 5.481)
Remessurement gain on retdrement obligation (Note 16] 43,703 q,607
Cumulative translation adjustment 19,111 (44,900
Retained earnings [Mote 19] 5,500,360 4,053,133
Treasury shares [Nate 19] (1912,306) (1,544:904)
Equity attributable to the Parent Company 1250, 790 G137
Mon-contretling Interest {Matg 19 357,296 31,589
Total Equity 10,617,086 4112862
TOTAL LIABILITIES AND EQUITY __P13.897.441 P11.574,536

See prowmganpring Modes to Saprotidiabod Hlinemchal Starerments



GLOBAL FERRONICKEL HOLDINGS, INC, AND SUBSTIARIES

COMSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
{Amounis in Thousands, Except Earnings per Share]

Yedrs Ended Becomber 31
2021 2020 2019
REVEMUE FROM CONTRALCTS WITH CUSTOMERS (Note 33) P77 0E 105 P726d,574 P&, 654,626
COST OF SALES [Mote 21 Z,ZHT.003 2,26R.014 2,737,853
GROSS PROFIT 541,102 4.894.560 3,916,735
OPERATING EXPENIES
Exrise tayes and royalties (Note 23] 1,043 457 B50,B34 B43,027
General and administrative [Nots 22) 734,247 TO4.345 675,242
Shipping aml distribution [Nage 24) 452,735 431,100 324,802
22I0459 2,185,279 1,543,071
FINANCE COSTS [Mote 27) [65.174] [54,92Z] [BL 4]
SHARE 1N NET INCOME [LOS5) OF INVESTMENT IN
ASSOCIATES [Mote F) [5Z116) 35,545 {41.464)
BARGAIN PURCHASE GAIN [Haofe 37 45,756 = =
LOvES ON REMEASUREMENT OF INVESTMENT IN AN ASSOCIATE
[Note 37] (#L426) - -
FINANLE INCOME [Motes 4, 12, and 16) G 74148 R |
OTHER CHARGES - net {[Mate 28] [(519.815) [ HEAGE) {27409
IRCOME BEFOHRE INCOME TAX 25a4523 2453056 LAZLESR
PROVISION FOR INCOME TAX [ Nate 30}
Current 569,200 s W 521,171
Defarred 19,528 15,884 B30
58816 T87.656 526,101
MET INCOME 1,975,707 1,865,400 1,303 555
OTHER COMPREHENSIVE INCOME (LOSS)
ltems that may e rechassifled fo profit or boss (o subsaguent periods:
Currency translation adjustment 5440 (50763} [22,609)
ncome tax affect (21,360) 17,929 B.743
64,08 (41 834} [15824]
feemie that will nat be reclassifled fo profit or lozs (o subseguent pariods:
Remozsurement gain {loss] on retirement ebligation {Note 16) 46,795 (15.8484) 24150
Incomms tax effact [11,659) 4,766 [7.24%]
35.096 {11,122) 16,915
Fair value reserve of financial asset at fair value through other
comprefiensive incoms [Note 13) [H4] 211 {BE1)
Ga.092 [52.745] 276
TOTAL COMPREHENSIVE INCOME PZO74.799 1,812,655 F1.303833

LRI



Yeurs Ended Decomber 31

2021 2020 2019
et income attributable o)
Eqquity holders af the Parent Company PFLAUTS, 301 Pi1.BRY5TE 307,772
Mon-controfling lnterestin consolidated subsidiaries i [2.17T) [(%217]

FL975,T07 PLEBaS 400 1303555

Total comprebensive income attributable to:
Equity holders of the Parent Company PE 074393 PiBL+827 1,308,050
Mon-controlling Interest in consolidated sabsidiaries ks (21720 [4217]

P07 T F1 812655 11303613

Basic/Diluted Earnings Mer Share (Hote 20] POLAR P34 2

Yo accamponping Nater to Consalideted Finaaciol Strtementy.
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GLOBAL FERRONICKEL HOLDINGS, INC. AND SUBSIDIARIES

CONSODLIDATED STATEMENTS OF CASH FLOMW™S
{Amounts in Thousands)

Years Ended December 31

2021 20E0 201%
CASH FLOWS FROM OPERATING ACTIVITIES
Income betore income tax PZ564.523 PRASE056  PLAZLOSE
Al justrnents lor;
Depreciation, depletion and smortizstion [Mote 26} 361452 340,714 391,130
Share in net loss [income] of investment in asseciates [ Mote 5y BZ11R (35,745] 41,404
Interest expense (Maote 27) S0OTE 42,175 63 658
Hargain purchase gain (Note A7) {#5,756) - =
Logs on remeasurement af investiment inan sssociate [Moke 37) 41 426 = =
Urrealined forclgn exchange gains- net {Note 28] [3T.234) [4,0d4] (18,337]
Gabn on extinguishment of deht [Note 28) (25, 704) - =
Met champe in retirement obligation {Mate 16) 13500 L0565 14121
Accretion Interest on provision for mdne rehabilitation ansd
decommissioning {Kotes 15 and 27) 8170 171 11,734
Interest incoane (Motes 4, 12, dnd 16] [6665) [7.4LH] (49851]
Provision for impalrment kosses on:
Tivemtary (Mot &) 1,577 = 5453
Oithar tomourrent assets [Motes 12 and 22) 3,891 e 1 -
Income from reversal of expected credit lasses on rade Feeeivabiles
{Mate 5) - [40,159] N
Loss on dispasal of property and equipment [Hote B) - 147 =
Cperating bisomme before working capital changes 2981369  FRZE3RT 2331433
Decreass [increase] (n:
Trule and otler recetvables 16,945 GLOZT (98,610
Prepayments and ather current assets 5447 [38.834) [2,198]
Inventories {1.4617) RT.DEE (Hi,923)
Increase {decrease| o trade and other pavables 16,114 154,290 187 55
Net cash flows (rom eperathong T110.250 1051326 23370402
[neome txes pald [563,749) [A54,843) (421,459
Interest paid [(6Z,428) [39,984] (57.071]
Conrributions [Mote La) (22,909} (22.909] [22,909]
Inturest received 3,113 3,730 T30
Kot cash flows from operating activities Z,464, 205 2137350 1.843293
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to:
Propertyand equipment (Motes § and 36) [#04,60E]) [184.554] (300, 285]
Mine exploration costs [Mote 11) (21,735} (Z1.615] (1270009
Paymet for the acguisition of met assets of a subsidiary [Note 37] (158,720 = =
[ecreass [inease] in:
Advances to related parties [301,607) [346,531) (1748940
Crther mesourrent 6ssels 731915 2845 [28,114]
[mmestrment in associates - [Z25.000) (225,000]
Nk cazh flows need kn investing activitics [#1Z,755] [775.257) [#15.294)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds fram avallment af loans (Mate 14) B2, 7T 291, ed 388375
Payment af:
Loans [Mote 14 (460,447 PR T (451,1H1)
Cash dividends [ Note 19) (218,397 - -
Lease lighilities [Mate 17) [10:1,551) [26.542] (30,579)
Purchase of treasiry shares [Nake 19) [36T,202) [345.995] (82,564

Forward
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Increase {decreasa] in:

Advances from related parties

Other noncurrent lkabilites
Aogulsittion of nos-controlling interest [Mate 2}
[ssuance of common stock-non-cantredling interest

Met-cash fiows wsed in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH
EQUIVALENTS

CASH AN CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AN D CASH EQUIVALENTS AT END OF VEAR [Nate 4]

[FLZT,997) (F219) [ P94, 144)
[10,061) - -
(31,125) = =

- - 38,125
[P431,744) [P5E23I54]  [(PLEEYTE)
1,219,786 PrrRT0S 05 ELr
149,825 [B9.3B7) [2d,461]
2451 566 Y61 244 L 046 653
F1.A21.477  PRAGLSAG  FLTALZH

Epe geedmprtping Mates te Consolidated Fingncial Stoteiments.



GLOBAL FERRONICKEL HOLDINGS, INC. AND SUBSIDIARIES
MOTES TO CONSOLIDATED FINAMCIAL STATEMENTS

1. Corporate Information

Glabal Ferrapickel Haoldings, Ine. [GFNI; Parent Company) 15 a corporation lsted in the Philippine Stock Exchange
(PSE). 11 was incorporated and reghstered with the Phillppine Securlties and Exchanpe Commdssion {SEC) on May 3,
1994, The principal activities of the Parent Company are to invest in, purchase orotherwise acquire and ovm, bold,
use, sell, assipn, ransfer, mortgage, pledge, exchange, o atherwics digpocs of peal and parsonal property af every kkind
and deseription, inchding shares of stock, and other seoirtles or obligations of any corporation,

The registersd and oflice address of the Parent Company §s al 7/F, Cor porate Basiness Centre, 151 Pageo do Roxas Cor,
Arnalz Streer, Makad Cioy

A% ab June 30, 2034, the Parent Comipany is TH80%, 10.17% and 4.65% ownsed by Holdings, Ine, Kwantisn
Development Corp. and [anuarius Resources Realty Corp. (collectively the IHoldings Group), respectively,

O July @, 2004, IHoldings Group entared into & Share Purelage Agreement, B8 amended on Septemiber 4, 2014, with
Huatal [nvestment Holding Fov. Lad. (HIHPL), Reguhes Bost Micke] Holdings, Inc, Bellatrix Star, Inc, Alpha Centairi
Fortupe Growp, Inc [(ACFGI], Antres Nickel Capital, loc, (ANCGE), Bhee Eagle Elite Yentures, [nc, Ultdmate Horlzon
Capital, Ine., Sohoton Svnergy, Ine (551), Great South Group Ventures, [nc. Bed Lion Fortane Group, Inc, and three
individuals [callectively the Thirteen Stun'l-:hnl-rl::rs:l pursuant to wrhich IHuIﬂihgi Gridigr will zoll ta the Thirteen
Stockholders 6,281.132,047 common shares of the Parent Company [the Subject Shares], comprising the entirety of
their respective sharcholdings and representing B%.82% of the total issued and autstanding capital stock of the Farent
Campany.

On September 5. 2004, a3 a requirement upder the Securities Hegulation Code [(SRCY, the 13 Stackhalders have
kaunched a mandatory tender affer to acquire the shares of the minasity stockholders haolding 712,781.634 common
shares of the Parent Company and filed a Tember Ofer Beport with the SEC and PSE. The Tender Offer period lapsed
on Deteber 10, 2014 where 204,264 common shares were lendered to the 13 Stockholdere (the Tendered Shares),
After the lapse of the tender offer period, the 13 Stockholders completed the purchase of the Subject Shares in
acenrdance with the Share Purchase Agreement. The Subject aand Tendered Shares werecrossed theouglh the PSE on
Dctaber 15, 24014

D September 10 2014 and Oetaber 22, 2014, the Baard of Deectors {BOD] and steckbiolders of the Parent Company,
respectively, approved the following amendments 1o the Articles of Incorperation [AOF) and By-kaws:

" Cha nge in the Parent {',nmp.any's name from Scutheast Asia r,n-mzu.l]'ir!-h.lillgﬂ, Ine, mo Global Ferronickel Hl:l||:||3'|.gs,
I

o Change in the regetered and princlpal sddress from Rooim 1104, Liberty Center Bullding 104 HV, dela Costa
comer Leviste Streats, Salcadn Village, Makat! Clity to 7/F, Corporate Business Centre, 151 Paseo de Roxss Car,
Arnaiz Street, Makati City

& [nperease in the number of directars from nine to ten membees

®  [nerease in thi swtherized copital stock of the Parent Company from FZE550 million divided into 7 300,000,000
rmmon shares with a par value of PO35 per wlzare to PLZS550 milllon divided te 3581828572 commnn
sleares with a par value of P35 per hare

= Chahgsin the repordng perted feosm June 30 to Deceimber 31

The amendments ta the ADL and By-laws of the Parent Company were appraved by the SEC on December 22, 2014,

Moremver, the BOLY and stockholiders of the Parent Company also approwed the following transections on September
Lk 2004 and Ootober 22, 2014 respectively:

=  Theacquisitiarof the 99 85% outstanding shares of Flatinmn Group Metals Corporation (PGMC) throuph issuance
of 10,463,093.371 comman sharves, coming from the increasa in authonzod capital stock, to the stockholders of
PGMC selling andfor exchanging their sharesin PGMEC to the Farent Company.

*  The foliow-on affering and listing of shares with the PSE which includes the 10463,043,371 commaon shares
issned to te steckholders of PGMC

LT



On August 22, 2016 and Dotober 3, 2016, the B and stockhoelders af the Pavent Company, respectivaly, approved the
follewing resolutions:

#  [Hewersze gtork splie of the Parent Company's commaon stock et a ratio one-for-three

s Amendment af the ADI to reflect an Increase In the par value per share and a corresponding decrease in the total
number of shares or a reverse stock split; whereby in effect; the authorized capital stockoof the Parent Company
i increased fram P12,5550 million divided Inte 35,87 1428572 common shares with parvalue sPP0AS per share
to PE2555.0 million divided Into 11,957,161,904 common shares with a par value of P1,05 per share, or an
increase of F2000 thousand

#  Amendment of the By-laws to include notice of regular or special meeting of the Board by electronic mall and
attepabance to boarld meetings by méans of telephane, alecteanic, or ather suftshle glectronic communication
Facilivies, Including teleplone conference, videsconference. or the internet or any combination of those methods

On Movember 7, 2016, the SEC approved the Parent Company’s increase in the autharlzed capital stock and the
arendwisrta of the AOL and By-lows,

i July 20 2018, the Parent Company completed the follow-on offering with total proceeds ameunted to P5175
million, Onthe same date, all the B072357,151 issued shares-of the Parent Company, including the common shares
issied in accordance with the Share Swap Gansaction appraved by the SEC on December 22, 200 4, private placement
and follows-on offer shores, are listed in the PSE

The Miresteat Corrparny aned PEMT Sfare-foe-Share Swarg (Stare Sware) Trapsaction

On October 23, 2014, the Parent Company executed o Deed of Exchange For 3 Share Swagp with the 13 Stockbolders of
PGME. Parent Company will Besue 10,463,093 37 1 comman shares to the 13 Stockholders in exchanpge for the 99.85%
autstanding shares of PGMC and cameel the P2521.% milllon recelvables of Parent Company assumed by the 13
Steckhalders from IHoldings Group pursuant to the Share Purchase Agreement dated July 9, 2004, as amended on
Seprembier 4, 2014, The toral par value of the 10463083 371 commony thares to be issued by tha Parent Company to
the 13 Stockhilders amaunted to F3,662, 1 million,

The sleares issued by the Parent Company fo the 13 Steckholders of PGME came from the increases in authorzed sapital
stocls, The incraase in the autharized capital stock was approved by the SEC on December 22, 2014,

Memarandin af Agreements W04}
On Movember 27, 2014, the Parent Company entered inta byo [ 2} MOAs with the following:

«  GHGC Metallle Ore Resources, [ne [GMORIL] and alght (8] Individuals for the purchase of 126,500,000 common
shares or 100% [nterest of Ferrochrome Bescurces. Inc, [FRI} for United States Dollar [US5]30.0 milion or its
Philigpine Peso [P] equivalent

s Giantlead Prestige, Inc., ACFGL ANCL HIHPL and ap individusal [the Sellers) for the purchase of 500,000 common
slares and A,250000,000 preferred shares ar 100% Interest of Southeast Palavan Nickel Ventures, Inc, [EPRNYT)
For LISA50.0 million or its Philippins Peso [F) equivalent

#  Theacguisition of FRI and SPHVI shares are still subiject to the fulfillment of the pre-cenditions as ndicated in the
BI04 incuding the need o conduct a due diligence examination of FRI amd STRYL

O February 26, 2015 during a spocial stockhelders’ meeting of the Parent Company, the stockholdars representing
TH.60%, of the total lssued shares unanimously approved and ratified e above planned acqulsitions.

On March 16, 2015, tho Farent Company’s BOD approved the termination of the MOA with GMORE and elght {H]
inclividuals for the acquigition of 100 interest of FRI due vo the pen-fulfillment of the conditions inthe MOA

On August &, 2015, the members of the BOD of the Parept Company approved the follosding

®  Pursuant b the MOA dated November 27, 20014 executed between the Parent Company and the Sellers, for the
sale of 500,000 common shares and 6,250,000 preforred shares 100% interest of SPNVE for the purchage
prive of USERLD million or its Philippine Peso (P) equivalent, the Parest Company shall execute a Contract b Sell
te acquire the sforementoned shares with the understanding that the payment of the purchase price shall by
made by the Parent Company either aftor the conduct of the follow-on offering to the general public and for which
a permit te sell has been secured from the SEC or whenever the Parent Company has penerated sufficient funds
to pay the purchase price froam 118 aperations or the conduct of other fund rmising activities,

= Toallow SPHY] to complete the permitting processes of its mineral property coversd by Mineral Production
Shoring Agresment [MPSA] Mo, 017-9340% granted by the Philippine Government to Celestial Mickel Mining
Explaration Corporation {CNMEC) on September 4%, 1993, as amended on April 10, 2000, the Parent Company

USRI



chall sishseribe to the remaining unissued and unsehscribed shares af SFNV] conststing of 300,000 common
shares with a par value of P1.00 per share and 3,750,000.000 preferred shares with a par value of PO.01 per share,
for a total subscription price of F37.8 milllon.

The approval of the stockhelders to aulharfze this transaction was secured during the Special Stockholders” Mesting
held an Febiruary 26, 2015,

On August &, 2015 after the meeting, the parties through their authorized representatives signed the Contract to Sell

The Subsidfinries

P

PGMEC was registered with the SEC on February 10, 1983, PGMC is 29989 owned by tw Parent Company and s
primarily engaged in the exploration, minog and expacting of nickel ore located in the mounicipality of Claver, Surigan
del Morte

PGMC has an Dperating Agrecment with Surlgaa Integeated Resources Corporation [SIRG) Tor the excheave right and
privitege te undertaloe mining activites within the area covered by the MPEA Mo, DO7-52-2

Seazanalin

The Capdianac Mine produces and exports nickel ores from April to October of each year, typically the dry and mindmal
sea swell seasonat the mine sits, During the rainy seasen, mining operations i the mine site are suspended and noe
loading of cre ento ships. This seasonality results in quarter-to-quarter volakility in the operating results with mone
revenus being carned and more expenses being incurred during the second and thivd quaiters comipared o the first
anid faarth sparters.

figrease (nAuthorized Copitel Srock

Iy March 2015, PGMC applled for an Increase in authorized capital stock, from P715.4 million, consisting of
12522 318,274 commesn shares, 10 ¥ 15154 millien, consisting of 92,5223 18,274 shares by Increasing the numbser of
Class & comman shares by 80,000,000 shares. The increase was approved by the SECon May 19, 2015

On April 22, 3015, the Parent Company subsoritied for an additional 20,000,000,000 Class A common shares with a par
walue of P01 amouwisting ta 2000 millben and pald a tetal smount of PS0U0 million cut of the subscribed shares, There
was noadditional subscription of shares from the increase inauthorized capital stock of PGMC by the non-contrelling
interest (M) which resulted in its dilution, As a reqult the Parent Company’s percemtape of ownership o PGMET
Increased from 99.89% to 99.99%. On December 16, 2019, the Parent Company paid e remaining subscription
payable to PGMEC throuph affssthing its dividends receivable from PGMC amountieg to PLESEO milllon,

On February 13, 2017, PGMC applied for the comersion and increase in authorized capital stock froon#1,515 4 millien

compased of:

92501562696 Class A commaon shares with a par valus of M0.01 per share

15,000,000 Class B-1 Redeemable Preferred Shares (KPS with o par valae af PLOD per share
5,753,594 Claze H-2 HPS with a par value of P100.00 per share

1984 Class B-3 BPS wath a par valee of P0.07 per shara

B = @

1o F1,5154 millien divided ito 15,154,000 commoan sharos with 2 par value of FLELOD per share. This was approved
by the SEC an February 21, 2017,

The Parent Company subseribed and paid in cesh a total of 2479 shares with a par valae of PI00.00 per share amaunting
o P25.0 thowesand.

On December 29, 2017, PGMC applied for an incresse b authorized capital stock with the SEC and the 5EC
simultaneously approved the (ncrease in authorized capital steck of PGMC from P1L5I5A million divided jnta
15,154,000 shares with a par vahue of P10 each ta #3,000,0 millien divided into 20,000,000 shares with a par value
af FLOGOD per share, OF the incréase in authorized capital stock of PGMLC a wotal of F1200.0 million equivalent o
12,000,000 comman shanes with A par valee of P100.00 per share was subscribed and ssied as stock dividends.

Ceveificosion for Voluo-Added Tax (VAT] Zero-firbad Status

PGMC has been cartified by the Board nf veestment [B01) a5 & qualified enterprise for the purpose of VAT 2era-raring
of its tmnsactions purstent to the terms amd concditions set loeth by the BOL

LU R



{n February 19, 2021, the BO) appeived PGMC's remewal of it VAT sere-rated status and has 1ssuad a certification
theat &5 valld from fanuary 1, 2021 up fo December 31, 2021 unless saoner revoked by the BOIGoverning Board,

SR

SIRC {5 o whodly-pwned sebelidiary of e Parent Company theeagl POME apd was reglstersd with the 5EC on July 16,
1959, Its primary purpose Is to engage in the explocason and processing of minersls, petrolesm and other mineral
ails, ta enter into financial and technical assistance agrecments for e large-scale exploration, development and
utilization of mineral resowrces or otherwise engage ln mining activities or enter into agrecmeonts as may be allowed
by e,

On Jamuary 13, 1992, the Philippine Government and Case Minlng Development Corporation [CMDC] entered intoan
M PSA Mo DOF-92-X, which allows CMDE po expbose, develop amd ming nicked nee within the Contract &rea coverlng an
area of approximately 4,3%6 hectares located at Cagdianaa, Claver, Surigao del Norte,

On March 3, 2004, a Deed of Apresment was axecutad by and between the SIRC and CMDC wherein CMEC transfers,
nssipns amd conveys o SIRC all the rights, titles and Interests an the MPSA No, DO7-52-X and 5IAC assumes sl the
obligations of CMDC under the same MP5A,

O March 3, 20065, the said Assignment Apreement was duly registered with the Mines and Geosciences Bureaw [MGR]}
and was apprm"ﬂi and recorded the BPFSA in the name of SIRC an July 20, 2005,

The MPSA was |ast reneweed on June 21, 2016 for another 25 years from its initial term ending in 2007, o witil
February 14, 2042

O fune [5, 2016, BIRC and Cagdianao Lateritic Micksl H'inin.,g, Imc, (CENMI} executed g Deed of Assignment wherein
CLH M has agreed to asaign all of e vights, titles and interests on 1t Explocation Fermit [EF) and mineral property
The Deed of Assignment was approved b the MGE on June 27, 2016, CLNMI has an application for BP with Applicaticn
Koo ERA-000 10 L-X100 fled witl the MGE covering an ares of about 927 9 hectares located at Capdlanas, Claver, Surigan
del Norte, SIRC applied for the expansion of its mining tesement ancestng the avea covercd by the application for EF
with Application Mo, EFA-H01-XIL On March 2, 2020, MGH ;|;|1p|'m"|:1| the ared expiansion ol SIRC s MPSA Tram
4370 hectares to 521956 hectares by annexing the area coversd by the appllcation for explaration permit EXPA-
GO0 01-XI11L MGB redenominated SIRCs MPAA from MPSA Na, 07-%2-X-5MR to MPSA Nou 07 -92-X-5ME [Anended 1)

PeMO-CHNER Shipping Services Sorp. [PLRSC)

PCS5C s 2 wholly-ovmed subsidiary of the Parent Company throwpgh PGMC and was registered with the SEC ap Jane 4,
201 3. Iis primary purpes is to coadoct and carsy on the business of ister-island shipping inclwding chartering, hiring
tegsing. or etherwise acguirlng g and barge, self-propelled barges or lending oraft transporty/tanks (LET) or ather
sh'tps ar wessss, 'hu-gerhe:r with equipment, appurtenances and furniturs therefar: amd to E.rt'lpll.r].' the zame |0 the
canweyance and carriage of ores, minerals, poods, wares and merchandies of every kind and description,

I April 2004 and [une 2004, PCSSCS LET 3 and 4, amd LET 1, 2 and 5, respectively, were reglstered with the Martime
Inclustry Authority (MARINAY under the Department of Transportation, the former being the agency responsible for
lntegrating the development, promotion and vegulation of maritime Industry in the Phillppines. These shipping
equipment are classifled a5 cargn ships amd are enpaged primarily in coastwizse trading with ficenses that are vakid
until 2022,

PEME Tntermational Limited (1L

O July 22, 2015, FIL, a whally-awned subsidiary of the Parent Company through PGME, wad incorperated ag s limited
compatyy under the Companies Ordinance of Hong Kong. ke prmary purpese is to trade mineral prislocts, (6 was
established to facilitate relations with Chinese custemers, to premeote marketing, to collect accounts, to avail of affshore
banking services such as Inans, credit/discounting lines and other Anancing arrengements, and o do other services
bor PGRC

Wealthy Huge Corparation Limited YWHCL)

WHCL 1= a whally-owened subskdiary of the Parent Company theough PGME aml was incorpemted on March 1, 2021 as
a limited company under the Companies Ordinance of Hong Kong. It primary purpase is to facilitate relations with
oldhare custarmers, codlecion of acceunts, availment of olxhore h;lni:ing serviees, and such ather services as will akd
PGMOs stzategic groswsh in the ASEAN region. WHCL bas not started 165 operations as at December 31, 2021

FINT Steed Corporation (F3C]

FSC |2 51% and 49% owned by the Parent Company amd Huavong Asia Limited [Husronp), respectively, as of
December 31, 2020, In 2021, the Farent Company and Huarong reassessed the viability of its mirtnership fn FSC and
for mutual bepelit and upan mutual cengent, they have agreed w terminate thetr relatons. On Movember 9, 2021,



Huarong has refinguished its interest n FSC I favor of the Parent Company, Consoquently, FSC became 1 whally-
cimed subsidiary of the Parent Company

FS( was registered with the Philippine SEC on August 5, 2019, Its primary purpass is to engage in the business of
buying, selling, dealing. at wholesale and retall, importing and mamsfacturing iron, steel and other ferrous or non-
ferrous metal products, to be processed either By melting, ralling, casting, or forging @ produce itin the formof ingets,
hiflets, sections, bars, plates, steips, reds, tubes, plpes and other such forms n demand in the markst or industsy; o
impor materials, machinery and equipment needed to manufacture such finished products; and to lease real
progerties such a5 land and boildings a5 needad.

{n October 21, 2019, F5C entered into a Registration Agreement with the Authority of the Freeport Arca of Bataan
[AFAE] which entitles FSC o conduct and operate its business at the Freeport Area of Bataan [FABR], As a registered
expart enterprise engaged in the manufacture of from, steel, and other ferrows and nen-ferrous metal products with
AFAR, FSC enjoys certain tax incentives and its certificate of entithemant to fax Incentives was renewed last December
28, 2021 for the year 20220

In March 2020, FSC has already started with it land development. 4s of December 31, 2021, FSC has not yet starbed

its commercial nperations

FXNI Stoed Landholdings Corparation {FSLCT
FSLE is 60%: and 40 cwned by the Parent Company and Huarong, respectively, as of December 31, 2020 1n 2021,
the Parent Company and Huarong reassessed the viability of its partnership In FSLC and for mutual benefit and upan
mutual capsent, they have agreed (o terminates their relations, On November 9, 2021, Huarong has relinguished itz
interest in FSLE in favor of the Parent Company, Consequently, FALC beeame o whally-owned subisidiary of the Parent
Camipany

F5LL was registered with the Philippine 3EC pn May 31, 2010, I primary purpose ks o engage in the business of
manaping real estate or interest therein, alome or In Jolnt ventures with others and for this purpose acguice land by
purchase, lease, donation, or otherwise, and to own, use, improve, subdivide, beld, administer, sell, convey, exchange,
lease, mortgage, dispose of, work, develop, or otherwise deal in real property of any kind and interestor right therein
and Lo construct, inprave, manage. or otherwise dispose-of hulklings and other structwres of whatever kind, together
with thelr appurtenances whether for dwelling, commerdial or industrial purposes. FaLC was incorporated to hold
real propecties of FAC

On January 21, 2020, FSLC entered inte a 25-year agreement with F5C to lease the 100,000 square meters land Enazited
at Barangay Alas-asin, Mariveles, Bataan, Fhilipplnes, for a consideration amaunting to P50 per square ineter oF
PSO0,000 every manth, Lease payments will commenos wpen the commercial aperations of 255 FSLC classifed the
loase as operating bease sinee it retaing all the rishs and beneflis of cwnership of the land,

Sersta Mector Part Services Ine. (SKPSH)

SMPSL was reglstered with the SEC an Tuly 11, 2014 primarily o engage to carry on the business of providing and
rendering general services incidental to and pecessinly connected with the operation and management of port
terminals in the Philippines, which will involve thhe handling of containers, bulk liquid and dry cargoes, bagging of
festilizers, refrigerated warehousing facilities, warchousing and stevedoring, [ightering, towing, andfor stering of
cargo handled by SNPS]ta and from port terminals in the delivery feom abroad andor for shipment abroad as may be
necessary or inckdental diereto.

On December 19, 2019, the Group and SNPS] eatered ints a Sabscription Agresment wherein the Group subseribad
1,670,000 comiman shares of SNPS] with a par value of F100.00 per share or 40.05% ownership interest in SNPS] for
a total censideration of 4500 million. Asat Decomber 31, 2019, the Parent Company had already paid #2250 milkion
with the remaining subscription payable smounting to PZ250 milllon, In 2020 the Group settled this subseription
pavable o SNPSL [see Naote G

On December 29, 2021, Nectar Group Limsieed [NGLY 3 stocklbsedder, sobd ts 23.50% interest or 9999997 commuon
shares in SNPS! to the Group for & congdderation of P10 million, The other steckholders walved thelr preemptive
rights thereby making the Parent Company's ownership equal te 64035 and galning control over SNPST as at
December 31, 2021 [see Mole 37).

The Assoclate

5PNV

SPNVI was registered with the SEC on [uly 11, 2014 primarily to enpape te prospect, explore, locate, acquire, held,
wark, develop, lease, operate and exploit mineral linds for pickel, chromite, copper, manganese, magnesite, silver, godd,
and other precious and nop-preciaus metals; to acquive and dispose of mining cJoims and rights, and to conduct and



carry on the business of preparing, milling. concentrating. smelting. treating or preparing for market, and o market,
sell at whobssale, sxchange or otherwise deal in nickel, chromite, copper, manganese, magnesite, sihver, gold and other
nuineral prodscts.

On Movember 18, 2021, 5PNVI's BOD and Stockbelders approved the amendment of its ADI o change its principal
office address from 7/F Corporate Business Centre, 151 Fasen de Roxas Cor Arimalz St, Makati Cliy to Poothowse,
Platinam Tower, Aseana Avenoe cormer Fuentes S5 Aseana, Parabaque Clty, In December 202 1, SPRVE Giled its
application for approval of its amended A0 with the SEC and was subscquently approved on January b, 2022,

O September 1, 2006, SPNVT and the Parent Company entered into a Deed of Assignment, wherein the Parent
Company assigned, transferred and convered in favor of SPRVI P03 million of &S advances as payment [or the
suhscription to the ZO00 unissued comman shaces sut ol 800,000 comnmon shares of SPNY] with a par value of
F1.00 per alure,

As A result af the above Deed of Azsiginent, the Pareat Company acguired 37.50% of the commaon shares with valing
rights and 0.47% of total shares The Group assessed that it has a significant influenee over SPNVE since it divectly
holds more than 2044 of the voting power of SFHYIL

Az at December 31, 2021 and 2020, SPNVI directly owns 99, 76% of |pilan Nickel Corparaticn (INC], respectively, a
company registered with the SEC on July 22, 2005, far the primary purpose to explore, develep, ming operats, produce,
utilize, process and dispase of all the minerals and the products or by-products that may be produced, extracted,
gathered, recovered, unearthed or found within the arcs of Sitio Ipikan, Mambalet, Municlpality of Brooke's Point,
Province of Palavan, consisting of 2835 hectares and covered by MFS54 No, 0172930V, Amended 2000, by the
Government of the Republic of the Fhilippines through the Secrotary of the Department of Exviconment and Matural
Resources (DEMRT,

COvID-19

The Growp was ahle to continue operating despite tee COVID-19 pandembe. The Group experienced a shoadown in
production especially during the early parts of the community quaranting. However, with great diligence in
implementing quaransine protocols, the Group was able to resume it prodoction. The Group alse foed several
challenges becawse it had vo prioritize the lealth, safety and well-being of itz employees. Despite the challenges af the
Graup, it has had the opportunity tocontinue operating and provide for its emplovess and their families, pay its taxes
oo time and contribute a significant amownt for seliel @ ferts o its local communities. The Groap comtinyes o monibae
developments, Including government requirements and recommendations at the mational, state, and local level to
pvaluate its current operations and implemaent further measures te mitimize the impact to s business

Authorization for |53ue
The accompanying consolidated financial statements of GIMLand its subsidiaries [the Group) 25 at December 31,2021

and 2620 and For each of the three years in the period ended December 31, 2021 were autharized far issuance by the
BOT am March 25, 2022,

Easis of Preparaton, Statement of Compliance and Changes in Accounting Policles and Disclosures and
Sumptary of Significant Accounting Folicies

Basis ol Preparation
The accompanying financial statements have been prepared on a histacical cost basls, except for the fnancial asset at

Fair value through other comprebensive (neome (FYOCE) in 2021 and 2020, which have been measured of Bir valee,
The consolldated Anancial statements are presented in Philippine pese [P, whichis the Group's presentation currency
under the Philippine Finandal Reporting Standards (PFRE). Based on the economic substance of the underlying
circumstances relevant to the Groug, the functlonal currency of the Porent Company and its subsidiaries 15 Philippine
peso; except for PIL and WHCL whese Rimctional currency is Hong Kong Dollar (HE$). All values are rounded to the
pearest thiusand [FODDY, except number of shares, per share data, peloe per wet metric bon (WHMT) and as indicated.

Acpickzdvion of PGHC, SIRC, and PCSSE (PEMC Graep)
Az discussed in Mote 1, the Parent Company and the 13 Stockholders of PGME entered Inmo o Share Swap that resulted
ti the Parent Company owning 99.85% of PGME

The transaction is-=m asset amuisition because GRWI does not meet the definition of a business. FGMC was desmed to
be the accounting 1oquirer for accounting purposes acceunted for ander the resers: acguisition method following the
guidance previded by the standard, In a reverse acquisition, the legal parent, GEMI is identified as the acquiree for
accounting purposes berause, based on the substisce of the wansaction, the legal subsidiary, PGME s adjudged to he



the entity that gained control over the legal parent. Accordingly, the consolidated [inancial statements of GENL have
been prepared & a contluation of the fnancial <tatements of PGMC Groep,. PGME has scecunted fer the acquisition
of GFN] om December 22, 2004, which was the date 'when PGMC scquired or gained contral owver GFML,

The Share Swap tranzaction was s transaction between entities under commanon control since at zoquisition dare on
Decembeor 22, 2004, GFN1and PGMC are under the common control of the 13 Stockholders

The “Equity reserve” presented In the consolidaved statements of changes In equity s the difference bebween the
capital structure of PGMC Group and GFNI. Refer to Mote 1% for the movements in the "Equity reserve” aocadnt.

Because the accompanying consolidated financial siatements represent a continuation of the financial satements of
PGMC Group, exeept for its capital structure, the consolidation mefleces:

a.  The consolidated assets and labilities of PGMC Group (legal subsidlary/accounting aoquirer] recogrized and
measared at their pre-combination carrying amounts aned not at fie valoe, amd the assets and lHabdlites of GENI
(tegal parent faccounting acquiree} were recognized and measured at acquisition cost

b The retained earnings of PGMC Group for full period together with the post-combinstion results of GFNI from
December 22, 2014, the date when GEMT wax =n.|;1.|:ir=|:'| |:|3,r PMC

t The total equity that shaws the combinsed equity of PGME Group and GENL However, the legal capital of PGMO
Group will be eliminated as the legal capital that will be roflected would be that of GFRI {legal parent)

d. Any difference betweeen th consideration transferved by GFN1 and the legal capltal of PEME Group that &=
eliminated is reflected as "Eguity reserve’ [see Mote 19),

Basis of Consolidation
The consolidated financial statements &5 at December 31, 2021 and 2020 include the folbwing
Principal Flace Effective Twiership
Erhsiciaries of Business Principal Activitias 20Z1 i el
PGMC Philippines fining 05, Ot T A%
SIRCEN Philippines Miiing LR 549 98%
PEsSoOp Fhilippines Hervhoes 09, 98 % 4. 98%
PILIY Honp Konp Marketimg, Trading 099.98% 9098
and Services
WHALLE Hiong Kong Marketing Trading 99,08% =
amd Sorvices
FALCL Fhili ppdies Landholdings 10 00 5 il 00%,
FR{I3 Fhilippines Manufacturiag 100D % S51.00%
SNESIE Fhillppines Port Operations B 03 % -
Asrociotes
SHESIC Plallipspiises Fart Operathins - 40,05%
SPMWI Phuilipyres Holding Mining 0.47% 0.47%

(1] Indirect ewmersiip chrauph FOMC

{21 The Pareat Corpani's sguily Interest o FSC and FSLC incremded ad a resultof Huoroeg 5 relinguisfasent affes
investmenl o these companries  The Parent Compary prid P38 T millfon to Hiarmng fer it equeity inberese in
FEC andd FELE Conseguently, both compaaies became wirgd-owmed subiidiores of the Paredt Comporgy on
November & 2021,

{2] The Parent Company's equity Interest in SNPST increvsed from 40.05% to £4.03% as o reselt of the porchose
of wdditianal interest frem NG for o consitergtion of BL 5200 millien ea December 259, 2021,

{4) Thiz represents the awnersflp af e Campony on SPVYEY al! classes of outzstanding sheves, preferrnd and
e, The Perent Comppny mwns 3 T.5% of the mutstamding sheres of SNPET with vobing power,

The consolidated financial statements Include the accounts of the Parent Company and its subsdiaries after
eliminating significant intercompany balances and transactions. The financial statemsents of the subsldéaries are
prepared fior the same reporting year as the Parent Conmpany using wnlferm and consistent acoounting policics When
necessary, adjustments ore made to the stand-along financial statements of subsidiaries ta bring thelr accounting
palicies in line with the Group's accounting policies.



Sirbsigiarie
Subsldiaries are entities over which the Parent Company las control. The Parent Company contrels an investee ifand
onky if the Parent Company has:

' Power over the investee [i.e. existing nghts that gh.'u it the current ability to direst the relevant activities of the
imvestae);

e Exposure, o righes, to variahle returng from it ineelrement with the Investes; and

= Theability 10 wse it power awer the investes tooaffect its returne

Generally, there |s a presumption that & majerity of voting rights result in contrel. To support this presumption and
when the Parent Company has [es than a majarity of the vating ar simibar rights of aninvestee, the Parent Company
conshlers all relevant facts and circumstances in assessing whether i has power ever an investes, Including:

= Theoontrachual areangement with the other vate hokilers of the Investes;
= Hights arising from other contractual arrangements; and
o The Parent Company's weting rights and potential voting rights

The Papene Carnpaby pe-asgedqes whather or not & controls an jnvestes U facee and clreumstances indicate that thers
are changes tao ome o mare of the three eleprents of conral. Consolidation of a subsidiary begins when the Parent
Company ohtaing control aver the subsidiary and ceasss when the Parent Company Joses conirol of the sulsidiary.
Assets, liabilities, incoase and expenses of a subsidiary acquived or disposed of during the year are included in the
consolidated fnancial statenients from the date the Parent Company gains control until the date the Parent Company
ceages o cantral the subsidiey.

Consalidated statement of income and sach component of other comprehensive income {DC0) are attributed o the
equlty holders of the Parent Company and b the NCL even if this resulis in the WE having a deflelt balance,

NCT

MCI represents interest in a subsidiary that 5 notawned, divectly ar indivectly, by the Parent Company and represents
the portion of profit or lossand the net assets not held by the Group, Traesctions with HCEare accounted for using
the entity concept method, whersby the difference betwesn the congideration and the hook value of the share fn the

net asseks aoquired {5 recognized as an equity transaction,

A change [n the ownership lvterest of & subsdiary, without a less of control, 2 accounted For a5 an gquity transaction
[fthe Parent Company loses contrel over a subsidiary, it

Derecognizes the dssets (including goodwall) and liabilities of the subsicdiary:

Derecognizes the carrying ameunt of any MCE

Derecagnizes the cumulative transiation differences recorded in equity;

Fecognizes the fair value of the consideration recelved:

Recopnizes the fair value of any investment retabned;

Recommizes any surplus or deficit in the consolidated statersent of Income: and

Rarlazsfies the Parent Company's share of componeats previsushy recognized in the conselidated statement of
comprehensive income to the consolidated statemoent of focome or retained earnings, as appropriate, as would be
reguired i the Parent Company bad directly dispossd of the celated assets or Babilivices.

" # ¥ ¥ ¥ 52 A

Al intra-group assets and [iabilities, squity, income, cxpenses and cash Aows relating to transactions between
members of the Group are eliminated i full oo consolidation

Statement of Compliance
Tl aecompamyng consolidated financial statemssts of the Growp have been prepared in compilance with FFRS. PFRS

inchedes statements named PERS, Philippine Accounting Standards (PAS], and Standard Interpretation Commitiee
(HIC)Philippine Interpeetation based an the Dntersations] Financial Reperthng Interpretations Committee (IFRICEL All
of which have been approved by the Financlal Reporting Standards Council [FRSC) and adopted by the SEC, including
SEC promouncements

Changes inAccounting Policies and Disclesures

The accounting policies adopted are consistent with these of the previous financial year, axcept for the adoption of
new standards effective [n 2021, The Group bas ot early adopred any standard, interpretation or amendment that
has been issued but is not yet affective,

WA TR R



o Amendment to PFRS Le, COWI-18-rafared Nent Conceszians Bepong 3T fune 2027

Thie ame ndment grovides reliel to bessees from applying the PFRS 16 requivement on leaze mdifications to rent

CONCRSSHONE arising a5 a dirert consequence of the COVID-19 pandemic, A lassee may elect not to assess whether

a rent coneession from a bessor is a lease modification IF it meets all of the follewing criteria:

®  The rent concession i a direet congequence of COVIB-19:

®  The change in lesse payments results in a revised lease consideration that is substantially the same ax, or
legs than, the lease consideration lmmediately preceding the change;

®  Any reduction in lease payments alfects endy payrnents otiginally due on or before June 30, 2022; and
Thers is no substantive change to other terms and conditions of the lease,

A lesses that applies this practical expedient will account for any change in lease paymeants resulting from the
COVID-1% related rent concessien |n the 2ame way It would account for a change that is ot 3 lease modification,
i, as a vartable lease payment

The smendment ks effective for annual reporting periods beginning on or after April 1, 2021, Early adoption (=
pemitted,

The amendment o PERS 16 las nodmpact o the congelidated Anancal statements,

a  Amendmente to PFFRS 9, PAS 39 PFRS 7. PFRE 4 and PPRE 18, Interest Rade Benchunad Raform - Phase 2

The amendments provide the following temporary reliefs which sddress the financial reporting effecs when an

interbank offersd rate (IBOR) is teplaced with an alternative nearly risk-fres infterest rate (RFR):

& Practical expedient for chanpes in the basis for determining the contractual cash Mows a5 3 result of THOR
reform

= Releffrom discontinuing hedping relateonships

&  Relief from the separately identifisble requirement when an BFR instrument (s desipnated as a hedge of 4
Flak component

The Group shall alse disdass Infarmation abaur

& The nature and extent of risks toowhich the entity is exposed arising from financial instruments suiect b
IB0R reform, and how the entity manages thase risks; and

#  Thelr progress (o completing the transiton to alternative benchmark rates, and how the enftity |s managing
that transithomn

The amendments have no impact on the financial statements of the Group,

Standards lssued but not yet Effective

Fronouncements ssued but not et effective are listed below,  The Group intends to adopt the following
pronouncements when they become effective. Adoption of these proncuncements is not expected o have o significant
mpact on the Group's consolidated financial statements [unless otherwize indicated]

Effective heginding on or after fanwary 1, 2022
s Amendments te FFRS 3, Beferencs by the Conceptuc! Frameworf
o Amendmentste PAS L6 Plant ana Eguipment: Procesds bafore Intenaed e
o Amendments to FAS 37, Onerogs Contrects - Covks ol Euliling o Canbract
e dnpial epraveaents to PFREs 2018-2020 Cycle
2 Amendments o PFRS 1, Firss-ifme Adoption of PFFRE, Subslfione os o first-Hine edapter
o Amendments to PFRS 9, Financial Instramaents, Fees in the *10 percent” test for derecognition of financial
liahilities
o Amendments te PAS 41, Agefcwiture, Trwadion fa falr vallie measuranments

Effective hegmaing on or after fammary 1, 2023

Amendments to PAS 12, Peferred Tox releted o Assets oad Lickllitfes arsing from o Soghe Trersection
o Amendments to PAS 8 Definitlen af dcoryating Estimates

o Amendiments to PAS 1 and PFRS Practice Storement 2, Disclestine of decowmting Policves

Effective hegtnning on or afteér faruary 1, 2024

= Amendments to PAS 1 Classification of Lielilites a5 Qirent ar Neacureeat

Effecrive heginaing on oF after fanwary 1, 2025
] FFRS 17, fesurance Coninmots
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Datferred effectivity
= Amendments to PFRS 10, Consalideted Finmncial Stotemenes, amd PAS 28, Sole or Coniribintion ol Aszets between
an frvestor and ris Asiocivie oF fvind Vantiae

Eresentation of Consolidated Financal Statemenis
The Group has elected topresent-all items of recognized income and expense in a single consolldated statement of

camprehensive income

Current versws Monourrent Classifivation
The Group presents assets and Uabilities In the consolidated statement of financial pesition kised on
ourrent,/manourrent classification, An assst is corrent when

Itis =xpected to be realised o intended to be sold or congumed o the normal sperating cycle
Itis held primarily for trading
Tt iz sxpected to be realized within twelve [12] months after the end of the reporting period or

Itz cash or cash equivakent unbess restricted from being exchanged orused o settle a lability for ot lezet toelve
(12 meonthes after the end of the reporting pericd,

The Group classifies all ather assets a5 noncurrend,

A liahilicy Is current whien:

It i= expected to he settled in the nonmal aperating cycle
it 1= held primarily for trasding
it 15 due to be setthed within twelve { 12 months after the end of the reporting perioad, o

There s nounconditional rght to defer the settlement of the lability For at least twedve [12] months alter the end
of the: reporting perind.

The Group classifies all other Habilities as nensurrent

Deferred tax asser= and llahilities are classified as noncurrent as=cts and Habilities

Cash and rashequivalents represent cash on kand and in banks, and shart-t=rm eash investments. Cazh In hanks earn
interest at the respective hank deposit rates. Short-term cagh investnents age highly lquid investments that arg
readily canvertible to known amounts of cash with original maturities of three (3] months ar less from dates of
acuisition, These earn interest at the respective short-term cash investment races and are subject to an insignlficint
risk of changes in value,

Fair Value Measurement

The Geoaipr measures Enancial srraments 8k falr valoe at each reporting perlod.

Fair value is the price that wowld be recelved to sell an asset or pabd to ransfer a llahility in an orderly tmnsaction
berween market participants at the measurement date. The falr vales measurement is hased on the presumpticn tha
thie transaction tn sl the asset or transfer the lability takes place either:

*  Inthe principal markeet for the asset or hability; or
&  |nthe shsence nfaprinl;i'pnl marlket, in the most atwmntagesws markst for the agset or labilog.

The princlpal or the most advantageous market must be accessible by the Group,

The Fir value of an asset or a labilioy & measured wsing the assumprians that market partidpants would use when
pricing the asset or Hability, assuming that market participants act in their economic best interest.

A fairwilue measurement of 2 nan-financial asset tkes into accouit & market participant’s abiliby te generate ecanomic

benefits by using the asset in its highest and best use or by selling it to anather market participant that would use the
asset in its highest and best use,
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The Group uses valuation techniques that are appropriate in the droemstances 2nd for which sufficlent data are
avallable to moasure fair valoe, maximizng the use of relevant observabie inputs and minimizing the use of
unobservabile inputs.

All assets ansd liabilities For which fair value is measured or disclosed i the consalicated Ananaoal statements are
categorized within the fair value hierarchy, described as follows. based on the Jowest level inpul that is signlficant
the fair value measurement as a1 whiole:

e Lewel 1- Quated {unadjusted)] prices in active markets for identical assers or Hahilities:

= Level 2-Valuatbon techilgues for which the loweest level inpuk thag §s significant to the fir valise measurement is
directly or indlirecthy abservable: and

o Llewel 3 - Valuation technigues For srhich the lowest input that is significant to the fair value measurement is
unihservable,

For aszets and liahilities that are recognized in the consalidated fnancial stabements omoa recurring basis, the Group
determines whather transfars leve socurred bebween levels in the hierarchy by re-assesdng categorization (based on
the lowest level input that is significant to the Gir value measurement as a whole) at each end of the reporting period,

The fair value of financlal Instruments that are actively traded in orgasieed fsancial markets bs determined by
reference to queted market close prices at the dose of business at the end of the financial reporting periml. When
there is no active market. the fair vakwe i determined wsing valuation techniues, Such technlgues incude comparison
to simillar investments for which market chservable prices exist and discounting cash fw analysis or pther valuation
maclels

For the purpose of fair value disclosures, the Group has determined classes of assels and liabilities on the basis of the
nature, charscteristics and risks of the assetor Hability and the level of the fir value hisrmrchy as explained above,

Financiz Instisments
A financlal instrument is any contract that gives rise to 3 financial asser of one entity and a financial Eability or equity
instrument of anpther entity.

Finamcial Assets

initial Recagritian, Clastifeation and Measirement

Financial assets are classified, at inltial recognition, and subsequently measured at amortized cost, FYDCL or fir value
threugh profit or loss (FYTPL),

The dassification of Anandal assets ab Initial recopnition depends on the fnancial asgets contractual cash oo
characteristics and the Group's buziness msdel or managing them, With the exception of trede receivables that do
not coktakn @ significant financing component or for which the Group has applied the practical expedient, the Group
Initlally measures a financial asses at its fair value plus, in the case of a financlal asset not 3t FVTPL, dircctly attributable
transaction costs, Trade receivables that do not contain a significant financing component or for which the Geoup has
applied the practical expodient sre mismsured at the transaction price determined under PERS 15,

Far a financial asset to be classified and measured a1 amoriized cost or FVOCL it needs to glve rise bo cash flows that
are salely payments of principal and interest [3PPI) an the principal smount outstanding. This assessment is referred
tur as the SFPL test and & performed at an lstroment lesel,

The Group's business maodel fer managing Anancial assets refers to how it manapes it financial assets in arder o
gemerate cash Aows, The business model determines whether cash Aows will result from collecting contractual eash
flowe, zelling the financial assets, or both,

Sielereg uent Measirement
Far purposes of subsequent measurement, financial assebs are dassified into four categories:

&  Fipancial assets at amortized cost tdeht |1|5LI'I.I||'|E|1.I‘.ﬂ

»  Firancial assets at PV with reeycling of comulative gains and |osses (debt insoruanents)

»  Financial assets at FAVOCL with no mecyching of camulative gains and lasses upon derocopnstion [ogquity
instrnments|

®  Fipancial assets a8 FYTPL
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Financie! Azsels ot Amortized cost (Debt Instrimirts)
This category is the most relevant to the Group. The Group measures fnancal assets at amortized cost it bath of the

fixllowing conditions ane met:

®  The financlal asset is hedd within a business model with the objective @ kold fnancial assets in order ta callect
contractual cash Mows, and

& Thecontractual termes al the financial assel give vise an specified dates to cagh Nows that ave SPT on the princijal
amoient putstanding.

Financial assets at amorszed cost are subsequently measured using the effective Interest rate (EIR] methad and are
suhject to impairment. Galns and losses are recognbsed b profit or loss when the asset is derecognized, modified or
impaired,

The Group's financial sssets ar amorttzed cost Inclade cash and cash cquivalents, trade receivables, advances to
contractors, advances o related partics and restricted cash under “Other noncarrent Assecs™

Finaircial Azzeis of FINOCT fDabi Instrusmenis)
The Group measures debt instruments at FVOCTIF both of the following conditions are met:

®  The financial asset i3 held within o business model with the objectse of both holding to collect centracoal cash
MNows and setling, and

®  Thecontractual terms of the financial asset give rise on specified dates ta cash Nows that ave SPFLon the principal
amaunt autstanding

For debt instruments at FYOC), Interest income, forelgn excharge revaluation and impaifment lecses or reversals ore
recognized in the consolidated statement of comprehensive income and com puted in the seme manner as For financial
assets measured 3l amortized cost, The remalning falr value changes are recognized in GCL Upon derecognition, the
cimulative fabr value change recognized in OCT 5 recycled to profit or fss,

The Group does pot lave debt instruments st FYOCH

Firgneral Assets of FYOOT [Equine struments)

Upon initial recognition. the Group an elect te classify irvevocably its equity mvestments as equity instruments
desighated at FUOC] when they meet the definition of squity under PAS 32, Fingrpeiel Instrurmenss: Presanfatfon, and
are nat held for trading. The classification is determines an an instrument-hby-ingtrument basis.

Gains and bodses on these financial assets are never recyched to profit or loss. Dividends are recogniced as ather incom
i the consolidated statement of comprehensve incorme when the right of payment has been established, except when
the Group benefits rom such proceeds as a recovery of pare of the cost of the linancial asset, in which case, such galns
are recorded n OCL  Equity instruments designated at fair value through OCL are not subject o impainment
AssEsSMEnt

The Group elected to classify irresocably its quated eguity instrument under this category, As ot Decomber 31, 2021
and 2020, equity instruments at FVYOCT incdude the Group's quoted equity instrument under "Dther noncurrent assels”
|see Moge 12).

Firancial dsvete af FVTEL [Debl ferrumerns)

Financial assets at FVTPL include financial assets held for trading, financial assets designated upen fnical recognition
at FYTPL, ar financial assots mandatorily required to be feasured at fair value. Financial sssets are classified as held
for trading if they are acquired o sell or repurchaze in the near term, Derivatives, induding s=parated embedded
derivatives, arealso classified as held for trading wnless they are designated as effective hedging inetraments. Financial
assots with cash flows that are nok SPPI are classified and measured at FVTPL, lrrespective of the business mosdal.
Hotwithstanding the criteria for debt nstruments @ be classified acamortized costor at FYOCL, as described above,
debt instruments may be designated at FYTPL on initial recognition if doing so eliminates, or significantly reduces, an
accounting mismarch,

Fenancial assets ot FVTPL are carried in the consofidated statement of financial positon at fair value with net changes
in fair valwe recognized in the conselidated statement of compreliensive income,

The Graup does oot kaws debt instroments at FUVTPL,

AV RTRTOT
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lrpairaent of Finepcial Assats
Further disdoswes relating to impairment of fnancial assets are alsa provided in the summary of sigsificant
AccdsEn i ng FI.I.!I!}[IHE['IE.EEHH‘IH“‘H and assumptions (see Note 3].

The Group recognizes an allawance for expected crodit lusses (ECLs) for all debt instruments not held at FVTPL. ECLs
are hased on the difference betwesn the cantractual cash Aows due in secordanee with the comract and all tee cash
flows that the Group expects te recelve, discounted at an appraxdmation of the original EIR. The expected cash Aows
will include cash Aows from the sale of collateral held or other credit enhancements that are integral o the contractual
ferems

If, in & subsequent period, the amount of ECL decreases and the decrease can be velated objectively to an event
eecwrring after the proviskon for ECL was recogrized, the previpusly recognized ECL Is reversed, Any subsequent
reversal is recognized in profit or loss, bo the extent that the carrying value of the financial asset does not sxceed s
amartized cast at the reverdal date.

For cash and cash equivalents, and restricted cash under “0ther nencurrent assets”, the Group applies the low credit
rigk simplilication under general approach The probability of defaule (PD) and loze given defaule [LGE are publicly
avallable and are consbdered to be low eredit sk lavestments. o ds the Graup's policy to measure ECLs on such
instruments on & 1 2-manth basis. However, when there bas been a sipnilicant increase in credit risk sinoo origination,
the allowance will be based oo the lifetime ECL. The Group uses the ratings from Bloomberg to determine whether the
dabt insoruments have signlficantly increased i credic viskc and 1o estimare ECLs

For trade recelvables under *Trade and ather recelvables”, the Geoup applies & simplified approach in calculating ECLs
Therefore, the Group does not track changes in credit risk. but instead recognizes & Joss allowance based on Efetime
ECLa at the end of each reporting peviod, The Group hax established o provision matrlx that is based on historical
credit loss experlenca, adjisted for forward-loaking factors specific to the debtors and the cconmmic environment.

For advances to related parties, ECLs are recognkzed i bwo (2} stages. For cred(s exposures For which there has not
been a significant increase in credit risk since initial recopnition, ECLs are provided for oredit bosses that result from
defauly events that are possibbe within the peat 12-months (a 12-meenth ECLY. For these credit expesures for which

there has been g significant increase in credit risk since Initial recognition, a loss allowance is required for credit losses
expected over the remaining life of the exposure, irrespective of the timing of the defaukt (2 lifetims ECL).

The Group considers a financial asset in default when contractus] paymants are ninety (90 days past due. However,
In certain eated, the Group may dleo consbder a fnancial asses to be o defaulr when Internal or external information
Indicates that the Growp |5 wnlikely o receive the cutstamding contractual amounts in full before Wmking inta account
any credit enhancements bedd by the Group, A financial asset is written off when there is no reasonable expectation of
recovering e contractual cash fows and vseally accurs when past due for nvere than one (1) year and not subject to
enforcement actvity.

Derecignition
A financial asser (or, when applicable; a pare of & financial asser or pact ol a geoup of similar finencial assets) s
direcognized wlhen:

&  The rights to recedve cash Aows from the asset have expired; or

»  The Group retain the right to recelve cash flows from the asset, bur has assumed an obligation to pay the receivesd
cash flows in full without, material delay toa third party under a “pass-through® arrangemant; or

#  The Group has transferred its rights to recchve cash fows from the asset and either: [a) has wansferred
sivbstantially all the riskaand revairds of the agset; ar (b has neither transferred noe retained suhatantially all the
risks and rewards of the asset, but has transferred centrol of the assst.

When the Group has ranslferced its rights to receive cagh flows lrom an asset or has entered [nto a pass-thirough
arrangement, it evaluates if, and towhabextent, it has retafned the risks and rewards of rwnarship, When it has neither
transferred nor retaingd substantially all the risks and rewards of the asset, nor transferred control of the aseet, the
Group continues oo recognize the tansdered asset to the extent of the Group’s contnulng involvement. Inthat case,
the Graup also recognless an associated Hahkdliny. The transferred assset and the assoclaied lability are measured ona
basls that reflocts the rights and obligations that the Group has retained,

Continuing invalvement that tnkes the form of & puarantee over the transferred assel is measwred At the lover of the
original carmying ameunt of the asset and the maximum amount of consideration that the Group could be required to

pay.
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Finaneial Liabilites

Tnitinl Recogaitian, Clessification aed Mersirement

Financial Habilities are classified, at initial recognitien. as financial liabilities at FYTPL, loans and borrowings, tade
and other payables, or as derivatives deslgnated a8 bedging nstrwments lnan efféctive bedpge, as appropriate.

All financial liabdities are recognized initiably at fir value and, in the cee of interest-bearing loans and borrowings
and trade and other payables, net of dircetly attributable transaction costs,

Financial instrments are classified as liabilities or equity in accordance with the substance of the contractual
arrangeetent. Interest, dividends, galns and lasses pelating to a financlal ingtrument or a component that is a financial
Hahility, are reportad as "Dther income (charges]”. Dstributions to helders of financial instruments classifled as equity
are charged directly to equity, net of any related income tax

The Graup's Financial liakdlities indude trade and cther payables (excluding statutary payables), loans payshle, beaxe
liakilitbes under PFRS 16, advances fram velated partles and payable 1o Brooks Nickel Yentures Inc {BNVI] and
previous stockholders of CHMEC which are under “0Other noncurrent Eabilities®, As at December 31, 2021 and 2020,
the Group has no financil labilisies at FYTPL or ag derivatives designated as hedging instruments in @n effective
hu|g|-_

Subseguent Measurement
The measuranent of financial Habilities depends on thelr classiflication, as described beipw:

Firurnedal Liobifities rf FETPL
Financial liabilities at FYTPL include financial liabilities hebd for trading ancd financial liabdlities desigrated upominitial
recopnition a5 at FYTPL,

Flnancial Habiltes are classified as beld for trading if they are fnosrred for the purpese of reprurchasing in the near
termie This category also includes deriative fisancial Instruments antered doto by the Group that are oot designated
as hedging instruments in bedge relationships as defined by PFRS 9 Separated embedded devivatives are alse
classified as held for trading unless they are desdpnated ag effective ledging Instruients,

Galns or losses on labilites held for trading are recognizad in the consplidated datement of comprehensive income,

Financial Habilities designated upon initlal recognition at FYTPL are designated at the initial date of recognitbon, and
onhy if the criteria in PERS @ are satisfied, The Group has not dedipnated ang financial labilicy as at FYTPL,

Financial Linhilites at Amortized Cost (Toans and Borrowlngs ard Trode gnd Jeher Payables)

After initial recognition, interest-bearing loans and barrowings are subsequently measured ab amortized costusing
the EIR method. Gains and losses are recopnized i profit or loss when the liabilities are derecopnized as well as
through the EIR amartization procass

Amortized cost ks caloulated by taking inteaccount any discount or premiut on acquisiton and fees or costs thet are
any integral part of the EIL The EIR amortizaton ks lncluded as “Finonge costs” o the conselidated statensent of

codmpirelensive income,

Derecognition

A financlal ability is derecognized when the associated obligation is discharged, cancelled, or has explred. When an
existing financial lability is replacad by another Pram the same leader an substantially different terons, o the terms of

an existing lability are substantially modified, such an exchange or modification is treated as a derscognition of the
ariginal lakdlity and the recognition of & rerer liability,

The difference i the respactive carrying nmoeunts of a financial liability extinguished or transferred toanether party
and the consideration paid, is recognized In the consolidated statement of comprehensive come,

Financial assets and financial labilities are offset and the net amount is péported in the consolidated satement of
fimancial position il there is a currently enforesable legal right to set-aff the recognized amounts and there is an
Lntention o settle on 4 nef hosig, ta realize the assets ond gecte the lobilties simultaneoasly, The Group dsseqoes that
it currently has an enforceable dght of offset if the right is net contingent o a fulure event, and i3 legally enforceabile
in the normal course of business, event of default, and event of insolvency or bankruptcy of the Group and all of the

COONEETPartes.
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Imwntories

Inventories are valued at the lower of cost or net realizable value (NRV)L Cestis determined by the moving sverage
production cost-during the year for nicksl ore inventories exceeding a determined cut-off grade and movipg sverage
method for materials and supplies. This locludes all costs of purchase and cther costs incurred in bringlng the
inveitories to thelr present location and condition, The NRV of niclke] ore inventories is the estimated selling price in
the srdinarycourse of business, l=ss estimated costs mecessary to fake the sake, The NEV of matecials and supplies is
the current replacement cost, I determining NRY, the Group considers any adjustment necessary for obsobescence.

Pregayments and Other Current and Nabcurrent Assets
Pregayments and ather current assets ane composed of prepald rent, prepaid insurance, creditable withholding tages

(CWT), prepaid t@xes and lcenses, restricted cash which is currendy classified under "Other nonourrent asets” and
others: Other noncurrent azsets are compased of restricoed cash, ming rehabilitation fund {MEF), inpul VAT, advances
to suppliers, financlal assets at FYOCL and others. Theseare classified as correnb when these are probable tobe realized
or consumead within one [1] year from the end of the reporting perbod. Otherwise, these are classified as noncarret
HRSELL

fmpat VAT

[npul ¥AT representa VAT imposed on the Group by (ks suppliers and contractors far the acquisition of goods aml
sopyices required under Philippine txation laws and regulations, net of output tax labilities, iF any, which may be
recovered as tax credit against futwre tax Lability of the Growp upon approval by the Philippine Burcau of Inteenal
Revere (BIRY and for the Philippine Bureaw of Customs,

Revenues, expenses, and assels are recognized net of the amount of VAT, if applicable. When VAT from sales af goods
andfor services {autpur VAT exceeds VAT passed on from purchases of goods or services (fnput YAT], the excess is
recopnized as payable in the consolidated statensent of financial position, When VAT passed on from purchases of
goods or services (fnput VAT] exceeds VAT from sabes of goods and/for services [output VAT], the excess is recognized
as an asset in the conselidated statement of financial posithon as part of "Ocher noncurrent asscts” o the extent of the

recoverable amaunL,

Property and Equipment

Property and squipment, except land, iz stoted ot cost, excluding the costs of day-to-day servicing, less acoumulated
deprectation and deplotion and accumulated impairment in value. Such costinclades the cost of replacing partof such
property and equipment when that cost s incurred f the recognition criteria are met. Likewise, when significant parts
of equipesent are required 1o be repaired at intervals, the Group depreciates them separately based on their specific
usehul ves. Lilowise, when each major Ingpection is performed, (ts cost 3 recognized in the cirrying amount of the
property and equipment a5 a replacement iF the recopnition criteria are satisfisd. Land is carrvied at cost bess any
impairment in value, AlEother repairs ansd maistenancs are recognized (o profic or less a8 incarred,

Construction in-progress [CIF) is stated at cost and s not depreciared wntil such dme that the relevant asseks are
complated and beeome available for use, This also includes amortization of right el se et

In 2019, wpon adeption of PFRS 16, Leases, the Group recognized the right-of-use assots as part of property and
equipment. Prior taadoptlon date, the Group's operating leases are recognized in accondzince with PAS 17, Lévses and
vt stich pighit-of-use assets are recognized in the consnlidated statement of fnancial pesition,

Depreciation of property and equipnyent, excluding mining properties, are computed on a straight-line basis over the
following estimated wselul lives of the respective assets:

Categonry Muenbey of Years
Building and leaseheld improvements 5-25
Right af wse asset 3-10
bachinerbes and other equipment 2-10
Furniture anc fxbires, and equipresd £:5

Roads and bridges 1415

Leaschold improvements incdude building impravements and port facllites which are amorsized over the Lerm of the
leaze op the estimated usefl Life of five [5] to twenty-five (25} years, whichever is sharter,

Mining properties congist of mine development oosts and capitatized costs of mine rehabilitation and
dacaommissioning, and other development costs necessary to prepare the ares for operations.

AMAAAATR
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Mire development costs consiet of capltalized costs previously carried under "Mine exploration costs”, which awe
transferred to mining properties under “Property and equipment” upon start of commercial eperations. The net
carrying amount of ming devebopment costs, including the capitalized cost of mine rehabdlitation and
decanimissiondng, & depleted using the unit-ed-production [UOF] method based on the estimated economically
recoverahle ore roserves towhich they relate or are written off if the property is abaridoned.

Bepreciation and depletbon of property and eguipment; except land, bisgins when it becomes available for use, Le,
when it k= in the Jocation and condition necessary for it to be capable of operating in the manner intended by
management, of in case of minkng properiies, from start of commerncal operations upon exiraction of ore reseres
Depreciation and depletion ceases when the assets are fully depreciated or depleted, wr at the sarlier of the date tsat
thee item is classificd as held For sale (or included in the disposal group that Is classified as held for sale] in accordance
with PFRS 5, Mahcurrent Asvets Held for Sale and Discontinued Operations, and the date the item is derecognized.

The estimated ore reservos, udeful lives, residual walues and depreclation and depletion methods are reviswed
periadically to ensure that these are consistent with the expected pattern of economic benefits from items of property
and equipment. The residual values ame reviewed and adjusted, if appropriate, at each end of the veporting peried. If
there is an indication that thers has been a significant change in depreciaton and depletion rate, wsehul life, estimated
arFe Peserves oF residual value of an asser, the depreciation and depletion of that assetis reviged prospectively o reflect
the newr expeciations,

An item of property and equipment is derecognized upon disposal or when o future seonomic benefits are expected
from its use or disposal. Any gain or loss arising e derecognition of the agset [calowlated as the difference between
the pet disposal procesds and the careying amount of the asset) = included in the conselidated statement of
camprehensive Income in the year the asset is derecegnized.

The residual values and wseful lives of property and equlpment are reviewesd at each endt of the reporting periedd and
ad|usted prospectively, if appropriate. Fully depreciated agsers are retaimed in the zeceunts untdl they arg nelonger in
wsiz and fo further depreciation s charged to current operations.

Mine Exploration Cests

Pre-license costs are expensed in the period in which they are incurred. Once the legal right te explore has been
acquired, explaration and evalsation expenditure is deferred a4 2n ageet when future scomenic hentfit is more Hloely
than not to be realized. These costs Include materlals and fuels wsed, surveying costs drilling costs and payments
made to contractors, The Group capitalizes any further evaluation costs incurred bo expleration and evaluation assets
up to the paint when commercial reserves are established Upaw the start of commercial operatinnes, such costs are
rransfereed to property and equipment, 1f no mineable ore body Is discovered, capitalized acquisition oosts are
expensed in the peciod in which itis determined that the minzral propecty has no future économic value,

Mining Rights _ )

Mining riglts refer to tee right of the Groap as the bolder of the MPSA located in Cagdianan, Claver, Surigss del Norte
acquired through the assignment of MPSA from CMDC @ the Group weder the Deed of Azsignment. It akso includes
initial ming sxploration costs incurred by the Group relative o the exploration works on the mining properties.

Mining rights with finlte useful life are stated at cost less amortzation and accumulated impairment i vales,
Impakrnent assessments are made ifevents or changes of circumstances indicate that tse carvving value of the assets
may ok be receverable,

The net carrving amount of mining rights of the Group is amaortized wsing the UOP method based on the estimated
economically recaverable recerves o which they relate or ace written off if the propertias covered by the mining rights
are abandaned.

Peposits [or Future Acquisilion

This pertaiing to the advances made to relaged parties which were converted into depasits for lubire actuizition with
the Intention of applying the =ame as payment for future acquisition of steck. This 1= classified as part of the net
imvestment in associate accounied for using the squity methel in which depesits for future acquisition b5 initiakly
recogezed at omat. The carrying amount is adjusted thereafter for the poss-acquisition change in the Growp's share in
the pet assets of the investes.

lvestments i Associates

A assacizle is an entity aver which the Group has significant infleence. Significant lnfluence |5 the pewer to participate
in the finapcial and operating policy decisions of the investes but [5 not contri] or joint contrel over thede policles, 1f
thie Group helds, divectly or indirectly (e.g. through subsidiaries], 209 or mare of the vating pawer of the inveses, It
Is presumed that the Group as signilicant influence, undess it can be clearly demonstrated that this is not the case
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Conversely, if the Growp holds, directly or Indivectly (eg. through subsidiaries], less than 20% of the voting pawer of
the investee, [t i presumed that the Group does not have significant influence, unlbess such wfuence can be clearly
demanstrated, A substantial or majerity cwnership by anather investor does not necessarily preclude the Group from
having significant influesce,

I detarmining whether significant influence exists, the Group considers ane or mare of the fellowing factors:

=  Represeststion op te board af divectors or egulvalent governlog body of the investee;

= Particlpation in policy-making processes, including participation in decisions abeut dividends. or other
distributions:

«  Material fansactions betwesn the entoy and its Doestes;

= Interchange of managerial personnel; or

s Provision of essential technical inforration

In sltustions where imvestments give rise toanly slightly less than 20%, the Group’'s mandgement exercises indgment
in determining whether significant inflisence may exist.

The Group identifies the acquisition date of an acquisition of assoctate acquired in the middle of the month as acguired
in {he beginning of the manth.

The Group's investments in associates are accounted for using the equity methad, less any impairment in value in the
comsedidated statement of financlal positkon

Upder the squity methed, an investment o an assocate ie aitally recognized at cost. The carrylng amount of the
investment 15 adjusted w recognize changes in the Group's share of net assets of the associate since the acguisition
date, Goodwill nelating o the sssodate & included i the canying amount of the investment and is not tested for
imipairment individually.

The consolidated statement of comprehensive income reflects the Growp's share of the results of operations of the
associate, Any change In OC1 of these investess ks presented as part of the Group’s OCL L addition, when thers has
been o change recognized directly in the equity of the associate, the Groop recogrizes its share of any changes, when
appllcabile, In the statessent of changes In equity. Unreallzed gains and bsses resulting from transactions betwieen the
Group and the assocate are eliminated to the extent of the interast in the assockate.

The aggregate of the Group's share of profit or loss of an assodate is shown on the Fee of the consolldated statement
of comprehensive income outside aperating profit and represents profit or [ozs after tax and non-controlling interests
in the subsidiaries of the azsociate. IF the Group's share of losses of an asspciate squals or exceeds 55 interest in the
assoclate, the Group discontinues recognizing its share of further Inses.

Upomn boss of slgrdficant influence over the assodate, the Group measures and recognlzes any retalned investment at
itz Fair value, Ay difference between the carrying amaunt of the assoclate upan bess of significant infloence and the
Tair value of the retained investment and proceeds from disposal is recognized in the consolidated statement of
cemprehensive income,

The financlal stabements of the sssoclates are prepared for e same ceporting period as the Group. When necessary,
adpustments are mads tocbring the sceounting policies in line with these of the Groug,

Impalrment of Nop-Financial Asscts

Prepayments and Sther Currend and Nopcwrrent Assees, Property and Eqilpinent, Depostts for Fuhere Acguisition, Mining
Rights, Mipe Exploration Caste gnd Investmerts i dssaclotes

The Grivup assesses, at gach end of the reporting period, whether there is an indication fhat an asset may be fmpaired,
Azsets are reviewsd for impaimment wheneser events oF changes [n clroumistonces indicate that the carsying amoant
of an azget may pot be recoverabla, IF any such indication exists and whers the curying amount of an ossetexceeds [ts
recoverable amount, the asset cash-penerating unit (OGU) §s written down o It recoverable amaunt. An asset's
recoversble amoant is the highar of an asset’s, or CGU's fadr walue less costs to sell and its valwe-in-use (VIU) and (3
determined for an individual asset; unless the asset does net gencrate cish inflows that ave largely Independent of
these from ather assets or group of assets. The fair value less cost Lo sedl s the price that would be received ta sefl an
asset or paid o transfer a lability inan opderly transaction beteroen market participant at the measurament date less
the costs of disposal, while YIU iz the present value of cetimated Rore cash flows expected to arise From the continkng
use of the asset and from its disposal at the end of its useful life, Where the cacrying amasint of an assetor COU excreds
its recoverable amseunt, the asset is consideved impaived and is writen down o its recoverable amount. Inpaicment
lpzzes are recognized in “Genersl and sdministrative expenses” in the consolidated statement of comprehensive
Incams
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Recovery of Impainment losses recopnized in prior years is recortded when there is an indlcation that the impainment
Josses recognized far the asset po longer exist or have decreased. The recovery §s recerded in the consclidated
statement of comprehensive income. However, the increased carrying amount of an assst due to a recovery of an
Impalrnent loss is recognized to the extent it does not sxceed the carmying amouit that wauld have been determined
{met of depreciation, depletion and amartzation) had no i mpalrnent boss been recognized for that assetin prior years

After application of the equity method for investment in an associate, the Group determines whether it is necessary to
recagnizs an additional impairment loss on the Group's investment In an associabe, including long-term interests, thait,
in substance, form part of the Grosp's et investment In assoclate, The Group determinegs at the end of the reporting
period whether there is any objective evidence that the investment in an associate is impaired. IFthis is the casy, the
Graup caleulares the amount of impairment as being the diference betweern the fir value of the associate and tea
aviquisithn cost and recognizes the amount in the consalidated statement of comprehensive ineoma. Recoverable
amountis determined as the higher bebween lair value bess cost o sell and VIL.

Investimends fn Assaciates

After application of the equity method, the Group determines whether [t is necessary to recognize an impairment loss
o | e investments in assoclate. At the end af sach reporting period, the Group determines whether there i3 objective
evidence thas the imrestments in associates are impaired. H shere is such evidence, the Group caloolates the amourt of
impairment as the difference between the secoverable amount of the assocate and its carrying value, and then
recogieees the amount [n the consalldated statement of comprehensive income,

Mime Explaration Cosed

Animpairment review is performed, elther individually ar at the CGU Jevel, when thers are indicators that the carrying
amount of the assets may excesd their recoverable amounts. To the extent that this occurs, the excess is fully provided
agalinst, at the end of the reportdng period tn which this is determined,

Mine explaration costs are reassessed ona pegular basks. Facts and clrcumstances that would requice an impairment

assecsment as set forth In FFRS 6, Exploration for and Evalumtion of Mireral Resources, are a3 foliows:

s The period fior which te Grougp has the rght to explore in the specific area has expired or will expire in the near
futiere, and is not expected to he renewed;

s Substantive expenditure an further exploration and evaluation of mineral resources in the specific ares is neither
bl geted nor planned;

s Exploration for and evalsation of mineral resources [n the specific area have not led to the discowery of
commercially viakle yuantities of mineral respurces and the Group has decided todiscontinue such activities in
the specific ares;

¢ Whena service contract where the Growp e partic pating interest fn 15 germanently abandoped; and

*  Sufficlont data exdst to Indicate that, althowugh a development in the specific area §s likely to proceed, the armying
amount of the exploration asd evahiation asset is unlikely ta be recovered im full from successful develepment or
kv sale.

Eroviiing

Generiml

Provisions are recegnized when the Group has a present abligation (legal or construstive] a5 a result of 2 past event, it
is probable that an outflow of resources embodying economic benefits will be required we seitle the ohligaton and a
reliahie estimate can be made of the amount of the obiligation, Provdgions ane reviewed at each end of the reporting
perigd and adjusted ta reflect the current best estimate, Ifthe effect of the time value of money is material, provisions
are determined by discounting the expected fature cash flows at a pre-tax mate that ceflects current market assessment
of the time value of money and, where approgriate, the risks specific to the lisbiline. Where discounting is used, the
Inevease in the provision due to the passape of time is recognized as "Financs costs” In the cangoltdated statement af
comprelensive income.

frowdsian for Mine Retaldirtion apd Decommiszioning

The Group records e present value of estimated costs of Legal and constructive obligations required too restore
pperating loeations in the pericd in which the obligation isncurred. The nature of these restoration activities includes
izmantling and demadivon of Infrastructures, removal of residual materials and remediation of disturbed areas, The
phligation generally arises when the asset is installed or the ground ferdronment is-disturbed ab the preducion
[ocation. When the Hability is initlally recognized, the present vahse of the estimated enst is cagpitalized by increasing
thie carrylng amount of the related mindng assets, Over time, the discounted lability is increased for the change (n
present value based on the discount rates that reflect curvent market assessments and the risk spedfic to the l=biliey,
The periodic urwinding of the discount Is secopnized In "Finance costs™ in the consolidated statement of
comprehensive income. Additional disturbances or changes in rehabilitation costs will be recoginized as additions or
charpes to the correspomding assets and provision for mine rebabtlitation and decomimissioning when they oeeur,
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Whare rehabilltation is conducted systematically over the Iife of the aperation. rather than at the time af desre,
provisinn is made for the estimated outstanding continwous rehabilitation work at each end of the reparting perlod
and the cost bs charged to the consolidated statement of comprohansive incatne.

Decreass 0 provision for mine rebabilitstlon and decommissioning that exceeds the carrying amount of the
eorresponding rehabilination asset ks recognized Immediately in the consolidated statement of comprehensive income.

The ultimate coit of mine rebabilitation and decommi=siondng (s uncertainand cost estimates G vary b responss te
imaiy feetors indinling changes ta the relevant legal requirements, the emergence of new restoration techniques or
experience, The expected timing of expenditure can also change, for example in response to changes in ore resres
or production rates. As a result, there could be significant adjustments to the provision for mine rehabilitation and
decommilsstening which would affect future financial results,

MEF committed for use in satisfying environmental obligations Is included under "Other Koncurrent Assets™ in the
consolidated statement of Anancial position,

ool
OCI comprises items of income and expense (ncluding tems previously presented ander the conselidated strement

of changes in equity) that are nat recognized In profit or loss for the year in sceordance with PFRSs.

Cagital Stock and Adeditional Paid-in Capizal (APIC)
Compnan shares are clagsified az sgulty,

Subsiribed capital stock i reported in equity less the refated subscription receivable not collectible currently.

Incremental costs directly attributable to the isswe of new shares or options ore shown in equity as o dedection from
proceeds. Tlie excess of proceeds from Issuance of shares aver the par walue of shares are credited to APIC,

The APIC is reduced by the transaction costs directly Incurred by the Growp in relation to issuance of shares. The
transaction costs Include, but are not limited to, underwriting fees, Jegal, audit and other professional fees,
documentary stamp tax, registration fees, prospeciud dedign, and printing and publication costs, and others.

Tremsury shares are recorded at eostand are presented as o deduction from equity, Any consideration paid or recelved
In connection with measury shares s recopgnized directly in eguity,

Whien the shares are retired, the capital stock account is reduced by its par valse. The excess of cost over par value
upenretirement ks debited o the following accounts in the order given: [1] APIC to the pxtent of the specific or average
APIC when the shares are ssued, and (2] retalned carndngs. Whon shares are sold, the treasary shares sceount (s
cradited and reduced by the cost of the shares sold, The sxcess of any conzlderation over the cost are recogrized in

the AFIL.
Share-baszed Payment Transactions

Employees {iecluding senior execatives) of the Group recelve remuneration in the form of share-based payments.
wherehy employees render services as consideration For couity instruments [equity-settled transactions],

The cast of equity-settled transactions i= determined by the Tadr valise at the date when the grant 15 made usiog an
appropriate valuation medol, further dotails of which are given in Nate 1%

That cestis recognized in stock grant expense under “Persaonnel costs” [see Note 25), together with a corresporsding
Increase in equity (other capdtal reserves), over the period in whicl the service conditlons and, where applicable, the
purformance cenditions are fulfifled [the vesting period). The cumulative expense recognized for equity-settled
transaetions at each end of the reporting period until the vesting date reflects the extent to which the vesting period
has expired and the Group's best estimate af the number of equity instruments that will ultimately vest, The expense
wreredin in the conselidated stavement of comprebensive inceme for & period represents the movensent b cumulbative
eypanse recognized as at the beginning and end of that period

Rervice amd non-market perfarmance conditions are not taken (nko account when determining the grant date falr value
of awards, but the likelihood of the conditions being met iz assessed a5 part of the Greup's best estimate of the number
of equity instruments that will ultimately vest, Market perfoemance conditions are reflocted within the grant date fair
value Any other conditions attached 1o an award, but witheut an associabed service requiresmsent, are cobigidored to
e pon-vesting conditions. Nou-vesting conditions are reflected in the fair value of anaward and lend toan immiesdiate
recognition of exponse of an award unless there are also service and for performance corditions
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Mo expense is recognized For avwanis that do not ultimately vest because no-market performance and/or service
conditions have not been met. Where awards include a market or non-vesting condition, the transsctions are treated
as vested Irrespective of whether the market or non=vesting condition i satisfied, provided that all other perforinance
and for service conditions are satisficd.

When the torms of an equity-settled award ace modifled, the minimum expense recognlzed is the grant date fir walue
of the unmadificd award, provided the eriginal vesting terms of the award are met. An additional expense, measured
as at the date of madification, iz recognized for any modification that increases the tatal Falr value of the share-based
payment transaction, or i5 otherwise bencficial to the employes. Where an award is cancelled by the Group or by the
counterparty, any remaining slement of the fair value of the award is expensed immediately through profit or loss.

Equity Resepve

Equity reserve represents the resbdual amount recognized In the consolidated financial statements 1o reflect the equity
of the lepal subsidiary (accounting acquiver] before the business combination, which was accounted for &5 & roverse
acquisition. The equity gructure, L&, {the number and ype of equity instruments issued) still reflects the equity
structure of the legal parent (accounting acquiree), including the equity instruments issued by the legal parent to effect
the combinatinn

MLl

NCI represents the portion of profit or loss and she net assets insubsidiaries, not held by the Farent Comparny and are
presented separatedy in the consolidated statement of cotmprehensive income and within eguity in the consplidated
ctatement of financin] posltion, separately from the cquity attibutable to the equlty holders of the Parent Company.

E:|5lr|..|-_l55 |_|:r.rn|'_||||a|:|:1|1-'. are al:l:l:uml_ﬂl I'r:r 1I.':t[‘.|F||1I.' mt|1.|mt|.-:r|1 m:l‘]lud TE‘lE' cast of an acguisition is measured as the
aggregate of the consideration transferved, which ks measured at acquisition date fair value and the amaount of any NCI
in the acquiree. For cach business combination, the Group measures the NCE in the acquives at fabr value or at the
propartionate share of the acquiree’s identifiable net asets. Acquisitbon-related costs incurred are inchuded in the
“enerd and administrative expenses” in the consolidated statement of comprebensive income.

The Group determines that it has acquived o business when the acquired set of activities and assets inchude an input
and a substantive process that topethor significanty contribute to the ability to create outputs. The acquired process
is considered substantive if it is critical to the ability ts continue producing outputs. and the inputs acquired include
an organized workforce with the necessary =kills, knovdedge, or experience to perform thal process or [t significantly
contributes to the ahility to continne producing cutputs and & considered unlque or scarce or cannot be replaced
withaut significant cost, &fort, ar delay in the abibicy tocontdnue preducing owtputs

When the Group acquires a business, it assesses the assets and liabilities assumed for appropriate dassification and
designation in accordance with the confractual terms, economic dreumstances and pertinent conditions as at the
acquisition date, This inchudes the separation of embedded derivatives ln host contracts by the acquires. Mineral
reserves, pesounes and exploration potential that ran be relisbly measured are recognized separately in the
assessment of Fair values on acquisition. Other petential reserves, resourced or rights, for which fair values cannet be
reliably measured, are ot recognized separately, but instead are subsumed in goodwill.

1f e business combination is schieved instages any previoesly hald equity ioerest |5 re-measured at ks acquisition-
date fair value, and any resulting galn or (055 18 recognized in the consolldated statement of comprebensive income. [t
is then consklered In the determiinstion of geadwill

Any cotingent consideration to be transferred by the acguiree will be mecopnized at fir value at the acguisiton date,
Contingent consideration classified as equity is not remeasured and its subsequent settlement s accountes for within
equity. Contingent onsideration classified as 2n asset or liahility that |5 a financial instrument and within the soope
of PFRS 9 is measured at falr value, which changes In falr walue recognized in the consolidated statensent of
eoamprehensive income In accordance with PFRS 9, Other contingent congiderativn that ie not within the scope of PFRS
B mescwred at e walue at sach end of the reporting peciod with clanges In fadr valee recognized in the cansalicated
statement af comprehensive income

Goodwill is intially measured at cost (being the excess of the aggregate of the consideration transferred and the
amaunt recagnized for NCTover the falr value of the identifinhla net assets acquired and 1&bilivies assumed). IF e fadr
value of the identiffoble net assets acqulred is in excess of the aggregate consideration transferced, the Group
reassesses whether it has comrecthy identified all of the assets acquired and all of the Uabilitics assumed and reviews
the procedures weed to measure the nmounts to he recopnized at the acquisition date, |f the reassessment still racults
In an excess of the f&ir value of net assets acquired over the aggregate considerabon transfermed, then the gain is
recopnized a5 harpin purchase gain in the consolidated statetent of comprehensive income,

ARURME AR TIRTRIN
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After Inltial recognition. goodwill is measured at cast less any aocumulated Impalromenst losses, ifamy, For the purpoese
of impairmiens testing, goodwill acguired in 2 business combinatlon is, from the soquisition date, allecated ta each of
the Group's GGl that are expected to beaefit from the combination, irrespective of whether the other assets of
Habkilities af the seguwires are assigned to those units,

Whers goodwill forms part of a COU and part of the operation In that unit is disposed of, the goodwill associated with
the iisposad operation is included in the carrying ameunt aof the operation when determining the gain or lass on
disposal. Goodwill disposed of in these ciccumstances is measured based on the relative value of the disposed
aperation of and the pordon of the CGU retained,

Baeerge Actjuizition

Consolidated financlal statements prepared following a reverss acquisition are ssued under the name of the legal
parent {accounting acguires) but deseribed in the notes a5 a continuation of the financial statements of the legal
subsidery [accounting soquirer], with ona adjustment, which is to adjust retroactively the accounting acquirer’s legal
capital to raflect the Jegal capital of the accointing acquiree, That adjustment & reguired w reflect the capitl of the
legal parent (the accounting acquires), Comparative information presented In those consalidated fimaencial statements
also is retroactively adjusted to reflect the legal capital of the Legal parent [accaunting acqulree].

Asszt Acguisition

The transhers of shares from FIL w PGMC constitutes an asset scquisition as these do nod pertain 00 an integrated sct
ol activities and assets that are capahle of being conducted and managed to generate sutput and for the purpose of
providing a return In the form of dividends, lower costs of other econsmic henelits directly to Investors or 1o the
stochkholders,

Eamings per Share (EF%5]
Baslc EFS is calculated by dividing net income attributable to the common equity holders of the Parent Company by
the weighted average number of commen shares outstanding, after giving retroactive effiect for any stock dividends,

stork splits v reverse stock splits during the year,

Difwted EPS is caboulated by dividing the net income attribotabde to comman equity holders of the Pavent Company by
the weighted average number of ordinary shares outstanding. adjusted for any stock dividends declarsd during the
year plus weighted average nwmber of ordinary shares that would be issued an the conversian of all the dilurive
ardinary shares inbo crdinary shares, exchuling treasury shares.

Sloce the Parent Company has oo potential dilative commen shares, basic and diluted EPS are stated at the sme
AR,

For purpases of management reparting, the Growpis organized and monaged separately according to the nature of the
prociucts gnd services provided, with each scpment representing & steategic business upit. The Group reports ils
primary segment information based on business segments. Financial information on segment reparting is presented
in Mote 38 to the consolédated financtal staternants,

Betained Earnings

Retained earnings represent the cumulative balance of periodic net income or Joss, dividend declarations, prior period
adjustments, effect of changes in accounting picy with PAS 8, Accounting Polickes, Changes i dooaunting Extimotes
and Frrors, and other capital adjustments, net of dividend declaration.

Diviclend distribution o the Group's stockhalders 15 recogiized s a Uability and deducted from retained earnings
when they are approved by the Group's BOCL

Property dividends are deckred based on the falr value fised by the BOD on the date of declarstion. The excess ol thie
cost aver the Falr value Axed by the BOD for the treasury shares distributed as property dividends is debited to the
followlng acoounts in the order given: [1] APIC %o the extent of the specific of average APIC when the shares ane issucd,

and {2 I retained sarmings.

Dwidends for the year that are approved after the end of the reporting peried are dealt with as an event after the end
of the reparting periad.

Revenue from Contracts with Cistomers - Sale of Beneficated Mickel Oce
The Group is principally engaged in the busisess of produdng beneficinted nickel ore, Revenue from contracts with
clstamers s recognized when the control of the goods or services are trapderred to the customer at an amount that

reflects the considaration o which the Group expects ta be entitbed in exchange for those geods or servioes
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The Group has generally concluded that it is the principsl in s revenue contracts becauze it opically contrels the
goods or services before translerring theo to the buyer,

The fullewing specific recognition criteria must alss be met belore revenwe is recogized:

Despaich
Despatch is recognized when shipment lsading is completed within the allowable Byrtime.

Dgmnrrage
Demmarrape is incurred by the Growp in respect ol the time by which the allpveable loading laytime has been exceeded
amd thiz is relmbursed by the Group to the buyer.

Intdregt income

Interest income |5 recognized as the interest accrues (using the EIR that is the rate that exactly discounts esdmated
futare cash receipts through the expected Jife of the financal instrument 1o the net carrylng amownt of the financial
asset),

ftier fncame
Other income is recognized in the consolidated statement af comprehensive income as they are samesd,

Contract Falances

Ciontract Asyets

A contract asset 15 the right to consideration in exchange for goods or services translerred to the customer, IFthe Group
performs by transferring goeds or services e a customer before the customer pays consideration or befare payment
I5 due, a contract asset is recopnized for the earned constderation that is conditional. The Growp does not have any
coptract assets as performtance and a right to considerstion ocours within a short perlod of tdme and all nghts to
conslderation are wconditional,

Trede Receivaliles
A recelvable represents the Group's fight to sn amount of consideration that i unconditional [Le, anly the passage of
Litne is regquired belare payment ol the consideration i due].

Contrect Lichilites

A contract labliny i3 the cbllgaticn to transfer goods or services to a customer for which the Group has received
conslderation {or an amount of consideration is duc) From the customer, If a customer pays consideration before the
Group transfers goods or services to the customer, a conteact Bahiliby & recognlzed wisn e payment is made or the
payment |5 due (whichever is eartier]. Contract liabilities are recognized as revenue when the Group perfocms wider
the contract,

From time ta time, the Group recopnizes contrack Hakilities in melation b i sabe of ore whereby a pordon of the cash
miy be received from the custiamer before the loading of ore is fully completed and which is before satisfaction of the
performance obhigation,

Lozt and Expensy Recognitian

Casrand expendes arg decroades ln econorde benefirs during the reporting period in thie foem of satflows or decreases
In assets ar inourmences of liabilites that result in decrease in oquity, other than these refating te distributions to squity
participants, These are peoecally recognized in the consolidated statement of comprehensive Income when the
expense arbses, lncurred or accrued in the appropriate period.

Cavkof Soles

Cast of sales is incurred in the normal course of business and ks recognized when incurred. This mainhy consists of
contract hire, depredaticn, deplotion and amortization, personnel costs, envirenmental protection cost, repalrs and
maintenance, commanity relations, foel, oil and lubricants, assaying and laboratory and athors, which are provided in

the periad when the goods are dellvered.

fperating Exprerses

Operating expenses consist of costs nssocinted with the development and pxecution of expenses incurred in the
direction and general administration of day-to-day operatiens of the Group, excise taxes and royalties due to
gpovernment and other third partics, and shipping and distribution actvitbes. These are genecally recopnized when the
EXPENEEE arise.

AT SRR
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Leases
The Group assesses at conirvact lnceptlon, all arrargements o determine whether a coniract |5, or contains a fease that

is based on the substance of the armngement at the inception date. That i I the contract conveys the right to control
the wse of an identilisd asset, sven if the right s not explleitly specified In the contract, for a period of time In exchainge
for consideration The Group determined that it is not a lessar in any ofits contracts, itls only a lesses.

firoppay o Lesser

The Group applies 3 single recopnition and measurement approach for all leases, except for short-term ledases and
beases of lowsvmlue assets. The Groonp recognizes leade liabilities o make leass payments and right-of-use seety
rEpresenting the righit to uwse the underlying assets.

Righr-af-use [ RO Azet

The Group recognizes right-of-use assets at the commencement date of te lease (e, the date the underlying asset is
avallable for use], Right-of-use assets are initially measared ot cosy, lessany accumulated depreciation and impairment
losses, and adjusted foe any remeasurement of lease lablites, The cost of dghtof-uss assets includes the amount of
lease llabilities recognized, Inltial direct costs inpurred, lease payments made at or before the commencement date less
any loase incentives received and estimate of costs to be incurred by the lessee in dismantling and removing the
underlying asset, estaring the site on which itis located or restoring the underlying aseet to the condition required by
the termns and conditions of the lease, enless thase costs are inoorred bo prodoce bwentories

Unless the Group [ reasonably certaln to obtain ownership of the leased aseer at the end of the lease term, the
recognized right-of-use assets are depreciated on a straight-Goe basis over the shorter of their estimated useful life
ani lemsa term. Right-of-use assels are subject to impalrment

Lemse Livluiities

At the commencement date of the lease, the Group recognizes lease lahilities measurad at the present valug of lease
pavments oo be made over the lease term. The [ease payments indude Gxed paymaents (including in substance fixed
payments] less any lewse incentives receivable, wariable lease payments that depend nnan indes ora rste, A0 amoes
expecied 1o be paid under resbdual value guaransess, The lease payments alse include the exercise price of a purchase
opton reasonably certain to be exercised by the Group and payments of penalties for tepminating a leass, if the lease
terim reflects the Group exercising the opthon o terminate, The variable l=ase payments that do not depend on an
Index or & rate are recognized as expense in the period en whick the event or condfition that trigpers the payment
BECLEE.

In cabculating the present value of leats payments, the Geoup uses the (nerements] bomowing mie at the lease
commencersent date §F the Interest rage implictt in the lease s not readily determinable. After the. commencement
date, the amount of lease liabilities is increased to reflect the accretion of Interest and reduced for the lease payments
made. In addition, the carrping amount of lease liabilities [s remeasured IF there s 3 madification, a change [a the ease
term, a change inthe in-substance fixed lease payments or 3 change in the assessment w purchase the underlying ssset.

A lease modification i a change in the scope of the Jease, or the consideration for a lease, that was not part of the
eriginal terms and conditions of the lease. It ¢an result in & separate bease or a clange i the secounting of existing
lease contract, The Group accounts for a lease modification a3 a separate lease if {a) the modification increase the scope
of the l=ase by adding the rght ta use ane or mare underlying assets, and (B) the consideration Fur the leass increases
commensurate with the standalone price for the increase in scope and any adjestments to that stand-alone price reflect
the drcumestances of the particular contract, Otherwice, the leage modification Is not accounted for as a separate lease.

For a lease modification that is not accounted for as a separate bease, the Group allecates the consideration in the
ecentract and reneasure the leass liability using the lease term of the modified lease and the discount rate (the interest
rate tmphiclt in the lease for the remainder of the lease term if the rate can be readily be determined ar the Group's
incrementzl barcowing eate] as determived at the effective date of the lease modification. The Group recogaizes the
amotnt of the remeasurement of the lease lability as an adjusgment @ the right-of-use ascet without affecting profit
e loss,

Short-term Leases pod Logies of Lowsvalue Azsets

The Groug applies the shart-term bease recognition cxemption to its shore-term beages of properties and machinery
and equipment [Le, those leases that have a l=age term of twelve [12) months or less fram the commencement date
and da nat contin a purchase option). [talso applies the leases of lowvalue assets recagnition exempton o leases of
office equipment that are considered of Low value (ie below PESDDMY, Lease payasents on short-term Jeases and
leases of low-valup assets are recognized a5 an expens: oo a straight-lse basks over the lease term,
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Retirement Benelits Costs
The Group hag a funded, noncontributary, defined benehts retirement plan. The net defined benefit lahikty or asset

Is the aggrepate of the present value of the defined benefit obligation at the end of the reporting period redoced by the
fair value of plan assets, if any, adjusted for any effect of limiting a net defined benefit asset to the asset celling. The
asset csiling is the present value of any #conomic benefits availablz in the farm of refunds from the plan o reductions
In futare contribanans to the plan,

The plan meets the minbmum requirement benefit specified under Republic Act [RA] Ko, 7641, Retirement Pay Law,

The costof providing benefiv under the defined bonefit plans is actuarially determined using the profected unit credit
method This metied reflects service rendered by employess to the dote of vahuntion and incorporates asumgrtions
concerming the emplayees' projected salartes. These amounts are caloalated periodically by independent qualified
actuaiies.

Defined benedit costs compe Lo the following:

- SErvice cost
= Metinterest on the net defined benedit llabllity or asset
- Bemeasuremeants of net dalinsd Hlel:'lEI'IﬂL-lb“lt!p' i As8et

Sarviee costs which include current service costs, past servies coste and gains or losses on non-routine settbements are
recognized as “Retirement benefits costs® included as past of “Personnel costs” under "Cost of sales” and “General and
adminkstrative expenses” in the consclidated statement of comprebenzive income. Past service costs are recopnized
when plan amendment or curkdilment aecurs

et interest on the net defined benefit lakility orassetis the change diering the peclod in the nes defined bepefit liability
or asset that arises from the passage of thime wihilch ts determined by applying the discount rate based on government
e to the net deflined beaefit liability or asset. Metinterest on the met defined banedfit Hatdlity or asset is recognized
as “Finance costs” ar “Finance income”, respectively, in the consolidated statemont of comprehensive ineome.

Remeasurements comprising actuarial gains and lagses, returm on planasssts and any change in the effect of s asset
ceiling [excluding net interest o defined beneflt Bability] are recognized immediately in OCT in the period in which
they arise. Remeasurements are not recissificed toprofit or bss in subsequent periods. Remeasurements recognized
[ O] after the imitial adoption of Revised PAS 19 are retalned it OC which is presented as "Remeasurement gain
(loss]) oo retivement obligaton® under equioy,

Flan assets are assets that are held by a long-term employee benefit fund. Plan assets are not available to the creditors
of the Group, nor can they be paid directly to the Group, Fair value of plaassets (s based onmarket price information,
When no market price is available, the fair value of plan assets {s estimased by discounting expected future cash fows
uging a discount rate that reflects both the risk associated with the plan assets and the maturity or expected disposal
date of the assets [or, if they have no maturity, the expected peeiod uncl the sewdement of retirement abligationsl If
the fair value of the plan assets 15 igher than the present value of the defined benefit obligation, the measurement of
the resulting defined banefit assel is limited to the present value of sronemic benefits available in the fonm of refunds
From the plan or reductions in future contributions to the plan,

The Growp's right to be reimbuarsed of same or all of the expendiowres required to sattle a defined benedit ohligathon is
recopnized ax 2 separate asset at flr value when and only when relmbursement 15 virtually certaie.

The standard requires an entity B recognize short-term employes benefits when an empleyee has rendered services
i exchange for thase benefio,

Eorolgn Currency Triansactions

Transsctians in foreign currencies are inftially recorded in the prevailing functional currency exchange rate ot the date
of the mansaction. Maonetary assets and liahilities denaminated in forelgn currencles are restated at the closing
functional currency rate of exchange at the end of the reporting period, Nonmonetary items that are measnred in
terms of historical ¢ast ih foreign currency are transtated wsing the exchange rates as at the dates of the inltal
transactions Al differences are taken o the consolidated statement of comprehensive income,

The Finamcial statements of the foreigh consolldated subsidiary are translated at clasing exchange cates with respect
to the consalidated statement of financial position, amd at the average exchange rates for the year with respect to the
consolidated statement of comprehensive income.  Resulting translation differsuces are induded in equity uinder
“Cumulative transtation adjustent”. Upon disposal of the fareign subsidiary, accumubated exchange differences ane
reconized in the consalidated statement of comprehensive income s 3 component of the pain or loss on disposal.

UL TR
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Income Taxes

Chrren! incoine T

Curvent Income tax assets and labdlitles are measured at the amount expected to be recovered frem or paid to the
taxation suthoritics, The tax rates and @y laws used to compute the amountare those that are epacted or substantively
enacted at the end of the Feparting period in the countries whers the Group epecates and generates wxahle incoae,

Deferradl Tix
Deferred tax = provided using the Gability methed en temporary diferences bebween the tax bases of asseta and

liabdlities and thetr carmying amounts for Ananclal reporting purpeses at the end of the reporting period,
Deferved wax liabilites are recopnized for all taxakble temporary differences, except:

*  Where the deferred tex Hability arises from the intial recognition of godwill or of an asset or Gability i a
transaction that is not a businass cembination and, a8 the time ol te transaction, affects nelther the accounting

Incame nor tasable nesme or loss

#  [nrespect of taxable temporary differances associated with investoents ln subsidiasies, assoclates, and interests
in jnint ventares, when the tming of the reversal of the temporary differences can be controlled and itis probable
that the temporary iEleremees will not reverse in the fareseeable foture.

Deferred taxassets are recognized for all deductible temporary difforences, and the carryforwand of unused wx credits
fram excess minimom ocperate inome @x [MOT) ever regular corporate acome tax (RCIT) and unused met

aperating loss carryover (NOLCO)

Deforred tay assors are recognized oo the extent that &t 55 probable that sufflclent future taxable [ncome will be available
agalnst which the dedectible temporary differences, and the current income tax velaticg to items in equity
carryforwsurd of wnused @x oredit and uresed tax losees can be utilized except:

= When the defarred 1ax azset relating to the deductible operasy difference arises fmom the initial recognition of
an asset or liohility in 3 transacton that is not 2 business combination and, at the time of the ransaction, affects
nelther the secountng Income nor taxable neome or boss

e n pespect of deductible tempamacy differences assodated with Ivestmems e subeldiaries, assoclates, and
fnterests in jolnt ventures, deferred tax assets are recognized only to the extent that it is probable that the
remparary differences will reverse in the foresesahle frnare and taxable insame will be avatlable against whick
the temparary diflerances can he utklized,

The carrying amount of deferrad x assets is reviewed at each end of the reporting perlod and reduced to the extent
that 1 is no knger probable that sulfident futumne tazable income will be avallable o allow all or part of the deferred
tax asset to he whilized, nrecognized defered tax assets are peassessed ab the end of sach reporting period and are
recogmized 1o the extent that it has become probable thar sufficient future taxable income will allow the deforred tax
gasets o be recovered,

Deferred tax assete and labibities are measured at the tax rates that are expectsd to apply in the yearwhen the asset
s realized or the liability 15 settded, based ontax rates and tax Jaws that have been enacted or substantively emscted o8
eachend of the reporting period.

Deferred tix assets and delferrad G liabilities: are offs=t, iFa legally enforceabbe Aght exdans to set off current g assets
agalnst current tax liabilities and the defarred taxes relate o the same taxable entity and the same Exation autharity.

Deferred tax relating Lo items recogiized ouiside prodit o los i4 eecognlzed in correlation to the underlying
transaction edther in OCL or directly in egulty,

Conlingencies

Contingent Habilitles are mot recognlzed in the consolidated finoncial statements, These are disclosed unless the
passibility of an outflaw of résources embodying economic benefits is remate. Contingent 235003 are not recognized
in the consalidate] finaneial satemeants but are diseloged when ai Inflow of eceremic benelis s probabla,

E ARict the End oEthic R i Peciod
Evenis after the end of the reparting period that praside additional informatinn about the Group's position at the end
of the reporting pericd [adjusting events] are reflected in the consolidated financial statements, Events after the end
of the reporting period up 10 auditor’s repert that are not adjusting events ave disclased in the notes to consolidared
financtal statements when material,

LU
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Significant Accounting Judgments, Estimates and Assumptbons

The preparation of the consolidated fnancial statements in accordasce with PFRS requires the Group te make
judgments, estimates and assumptions that affect the veported amounts of assets, labilitics, income and expenses and
disclosure of contingent assets and contingent labilities. Future events may occur which will cause the judgments and
assumptions wsed in arriving 8t the estimates w0 chanpges The effects of any change in estimates are reflocted in the
consolidated financial statements as they become reasonably determinable,

Accounting judgments, estimates and assumptions are contineally evaluated and are based on historical experience
and other Ecbors, including expectations of lutere events that are believed to be reasonable under the SiFcumstanes.
Hoawever, setwal outeomeas can differ from these estimates:

Other disdosures relating to the Groop's exposwre to risk and uncertalntes inchude financial risk management,
palicies, sensitivity analvses” disdiosures and capital managament {see Note 31).

Judgments

In the process of applving the Group's accounting poticies, management las made the following judgments, apart from
those immlving estimations, which have the mist significant effect on the amounts recognized in the consolidated
flmanckal statements:

Aszagaigy Production Start Date

The Group assesses the stage of each mine development profecs to determing when 4 mine moves into the production
stage. The criteria used to assess the start date of a mine are determined based on the unique nature of each mine
development project. The Group considers varieus relevant critoria to assess when the mine 15 substantially complete,
ready for its intendod use and moves into the production phase.

Spme af the criterts include, bot are oot limived to the following:

The level of apital expenciture compared o construction oF development cost estimates
Completion of a reasorsble period of tecting of the property and equipment

Ability to produce ore in salesble farm

Ability tosustain angoing production of ore

- o E m

Wieen a idne developmant project moves into the production stape, the capitalizabion af certaln mine construct on or
development costs ceases and costs are either regarded ag Inventory or expensed, except for capitalizahle costs related
tn mining asser sdditions or improvements or mineable reserve devolopment, It s alse at this point that depreciation
ar depletion commences.

Asvesehig Undt-n-Production Depletion

Estimated recoverahle reserves are used in determining the depletion of mine assets, This results ina depletion charge
proporticnal to the depletion of the anticipated remaining mine life, Each item's liFe, which is assessed annuvally, bas
regard to both physical Hfe limitations and to present assessments of economically recoverabls reserves of the mine
property at which the asset is bocated. The caleulations requive the use of estimates of future capital expeniditure. The
Group wees the tons of ore produced as the hasis for depletion. Ary change in estimates i$ accautitied for prospectively
In accardamce with PAS B

Sale of BengTeiated Mickel O

lifentifitng the Enfarcpable Comtrace

Thes Group's primary document for a contract with a customer 15 a slgred Individual Purchase & Sales Contract {[FAC).
The Group made an livevecable and firm commitment to sell picke] ore, while the buyer made an frrevocable and firm
commitment to purchase nicke] ere wider the terms and conditions specified and agreed upon in the IPSC, From time
ko time throughout the year and as necessary, the parties executed addendums o the IPSC to deliver nickel are with
quantity and spedfcations indicated therein, The enforceabic contracts have been determined to be the IPSCsand the
addendums thersen,

ldentifving Performance Qiigmtions

The Group identifies performmeance olligations by consldering whether the pramised goods ar services in the contract
are distinct goods or services. A good ar service s distinct whan the customer can beefit from the geod or service on
its own o1 together with other resources that are readily available to the custemser and the Group's promise by transber
the pond or sarvice to the customer 35 sepacately identtfable from the other promises in the contrsct.
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The Group assesses performancs ohlipations as a series of distinct poods and services that are substantially the same
and have the same pattern of sransder iF; [3) each distinct good o services in the serles are transferred meer time, and
() the same method of progress wilkbe used (§e., units of delivery] to measure tie entity’s progress towards complece
sptisfaction of the performance obligation,

With regard to the sala of beneficiated nlekel ore, the Group and (65 bupers agree to respectively sell awd purchase a
specific quantity of nickel ore during the term of the sales contracts. This performance obligation {5 a promise o
transfer ta the buyer distinct goods [ie. nickel ore) that shall be satisfied at a point in thwe, [Lis capable of heing distinet
ainee He customers can benefit frem it in conjunction with sther readibr available resources. 1t is distines within the
context of the sales contracts because it s not integrated, not highly interdependent on or highly Interretated with
other promized services in the contract. The obligation is to tramsfer nlckel ore which shall be satisfied once the controd
of the poods has toen transferred o the buyer at a point in dme,

Determmining Methid fo Etimate Varindla Cannlderbtion and dzsessing e Constrminr

The Group assessed that it has variable consideration pertaining to quality of are shipped to customer. The variabikity
arises from the uncerminty of final quality and is assessed based on preliminasy assay which is the Group's estimate
of the most likely amount that Iz nothighly probable te resultin a significont reversal in cumulative revenue recognized
when final assay is completed

Refore including any amount of vertable conslderation in the sransaction price, the Group considers whether the
amant of wariable consideration is constrained. The Group determined that the estdmates of variable consideration
are mot fully constralmed based an i3 historical experience (ie, guality and unit prive adjivstments] and the
unpredictabdlity of other factors owtslde the Group's influcnoe,

The final are price shall be based on the results of the final asssy testing as determined per 1PSC

Dietermining Ure Timimg of Sollifection of Ure Sole of Ore

The Graup recognizes revenoe when (€ satisfes an identified perdormance shligation by ransferring a promised good
ar service to a customer, A good or service is considerad 1o be transferrsd when the customer obtains contrel, The
Group determines, ab contract Inception, whether it will transfer confrol of 3 promised gomd or service over tme, [F
the Group does not satisfy 3 pedformance ablipation over time, the performance obligation is satisfied at a print in
titne,

The sak: of ore is satisfied at a point in Eme. Al risk of loss, damage or destraction respective of the ore deliviered shall
progressively pass tothe buver at the Hme the ore passes over the mail and into the vessel

Determining the Growp's fusines Mode!
The Group's business model 15 determined at a level that reflocts how groups of financial assets are managed together
tor wchieve a particular business abjective. The Group's business mode] does not depend on manajpEment’s itenti onsg

fior an Indywdenl instrument

The Group's business madel refers to how it masages 165 Anancal assess tn order to generate cash fows The Group's
business model determines whether cash Mows will resalt from collecting contractual cash flows, selling financial
agsets ar both, Relevant fictars considered by the Growp [n determining the business maded for a group of financial
assers include hos the performance of the business model and the financial assets keld within that business model are
evalusted and reported to the Group's key maagement personme|, the risks thacaffect the performance af the business
] [and the financial assets held within thal busginess madel) and how these risks are managed and how managers
of the buslness are compensated,

Definirg Default oad Credit-fmpaieed Flrencha Assed
Upon adeption of PFRS 9, the Group defines & financial instrument as in default, whicls is fully aligned with the
definition of credit impaired, when it meets one ar more of the fallowtng celteria:

& Oeantiteive Criten
The barrower is more than ninsty [90) days past due on its contractial payments, which is consistent with the

Graup's deflndtion of defaukt

®  {Jralitatve Criterio,
The horrower meets “unlikeliness to pay” criterfa, which indicates the barrower s in significant financial
difficulty, These are instances whene:

i, The biseewer is pxperienciog franctal diffioulty or s insolvent
b, The borepweris in breach of financia] covenant{s)

ARVRIWTRPTTOT
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& Amactive market for that Anancial assets has disappearsd becauss of fingncial difficulties
i, Comcessions have been granted by the Group, for economis o contractual reasons relating to the horrowes's

financial difficulty
i Itis hecoming probable that the borrower will enter bankruptcy or sther firancial reorganization, or
f.  Flnancial assets are purchased or originated at a deep discount that reflects the incurred oredit losses.

The criteria abave have been applled to all Ananclal instruments held by the Group and are consistent with the
definitien of default used for internal credit risk management purpases. The default definitlon has been applied
consistontly to model the PO LGD and éxposre at default (EAD]) throughout the Group’s ECL caleulation:

Aninstrument is no longer in default [Le, to have cured) when Itne longer meets any of the default criteria

fentifping Forward-lookimg Infarmmtion
The Group incorporates forward-loaking information into baoth Ite assessment of whether the credit risk of an
instrument has increased significanty since its indtdal recognition amd irs measurement of ECL

I the Group's ECL madels, it relies on forward looking information ss economic inputs such as dollar index and
inflation rates,

Predicted relationships between the key indicators and default and Toss rates on portfelios of fnascial assets have
been developed based on analyzing historical data. The methedalagies and assumptions, including any forecasts of
Future economic conditions, ace reviewed regulacly,

The Inputs and models used for calculating ECLs may not abways ciptere all characteristios of the market atthe el uf
the reperting period, To reflect this, qualitatve adjustments or overlays are occasiomally miade 45 W@INPOTary
adjustiments when such differemces are significantiy material

Determining Sgrificent fncraase fa Craglic Sisk
The criteria for determining whether credit risk bas increased significantdy vary nnd include quantitative changes in
Pils and qualitative factars, incheding & bachstop bazed oo dellrguercy,

Using its expert credit judgement and, where possible, relovant historical seperience, the Group may determing that
an exposure has undergone a significant increase In credit clsk based on qualitative indicators that [t considers are
indicative of such and whase effect may not otherwise be fully reflected bn (ts quantitative analysis on a Bmely basis.
A5 a baclkstop, the Group consbders that a sigriflcant increaze [n credit rigk oovurs no bBter than whwn an asset ls mors
than 30 days past due;, Days past due are determined by counting the number of days since the earliest elopsed due
dnte in respect of which full payment has not been received. Due dates are detenmined without considering any grace
peried that might be available to the velated party frustomer,

The Group mopitars the effectveness of the criteria wsed to Identifr significant incresses in aredit risk by regolar
veviews to confinm that:

¢ thecriteris m@n identify dgnificantincrease in credit risk before an exposure (s in default;
the criterla do not allgn with the point in ime when an as=et becomes 30 days past due; and
thiere Is no unwarranted volatility in Joss allowanee from transfers between 12-month PO (stage 10 and lifetime
PD (stage 1),

Exposures that have not deteriorated sipnificantly since origination, or where the deterioration remains within the
Group's imvestment grade eriteria; of which are bess than 30 daye past due, are considersd to have a bow credit risk.
The pravisien for ECLa for these financial assets is based on & 12-month ECL. The law credit fsk exemption has been
applied om deht investments that mee the investment grade criteria af the Group from the time of erigination.

Amexpasure will migrate through the ECL stages as asset quality deteériorates. If lva subsequent peried, asset quality
imiproves and also reverses any previously assessed significant increase in credit rick sinee origination, then the loss
allovance measurement reverts feom lifetime BCL to 12-months ECL

Determining Funetonal Currenogy

Based on the economic substance of the underiying dreumstances relevant ta the Group, the functional carrency of
the Growp, except PIL and WHCL, has beon detormiined 1o be the Philippine pesa. The functional cummency of PILand
WHCL have heon determined to be the HES The Philippine peso and the HES are the currencies that most Faithfully
represent the seanomic sobstunes of the Group's underdying transactions, cvents and conditions.
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Aseepiing Existanee af Manificant fnflusncg

In assessing whether significant influence still exists, the Greup consideced not only (ts percontage ownership but other
factors suchas the board s=at representations it has [n the asseclate’s governing body and its interchange of managerial
personnel with the assoriate, among others

Ag stzted in Mote 1, an December 29, 2021, e Parent Company’'s equity interest in SMPSTincreased rom $05% o
64.003% with the purchase of Nectar Group Limited (NGL]%S 23.98% interest or $99.9997 common shares in SHPSL
As a result, the Parent Company gained control ever SHPS1 al the acquisition date, which is determined fa be on
December 31, 2021, as it has power, exposure tovariable returns, snd the ability to ws its power toaffect the returns
3 SMISL Conssquently, seat Decomber 31, 2021, the Group assessed thatit no longer has significant influence over
SMPSL and has considered il o be ope of it subsidiaries (=ee notes 3 ad 37)

As at Trecember 31, 2021 and 2020, the Parent Company assessed that It hassignificant influence over 5PNYTand haxs
accounted for the investment as an ivestment (s asseciate [see Note 9),

Determingtion of Lease Term af Contracts with Rettewal and Termination Sptions (Judgements efectie faruary 1, 2019}
The Group determines the lease term as the non-cancellable term of the lease, together with any periods covered by
an option to extend the lease if it is reasonably certain to be exercised, or any perlods covered by an option to terminste
the lease, if it is reasanabldy certain not to be exerciged.

The Group has several Inase contracts that inclkle extension and termination optons, The Group applies judgement
in evaluating whether it I reasonably certain whether or not to exerclse the aption to renew or termliate the kase.
That ig, it conslders all relevant factors that create an gconomic inceptive for it o exercied either the renewal or
termination. Alter the commencement date, the Group reassesies the lease teem iFthere is a significant eventar change
in circumstances that is within its control and affects its ahility 1o exercise or not o exercise the option to renew or to
permindte,

The renewal pericd for lease of the properties and machinery and equipment is not Included as part of the leass term
as thisis not reasonahly certain to be exercised. Furthermare, the periods covered by termination options ars included
ix part of the lease tertn ondy when they are rcasonably cortain not to be sxercised.

Estimates and Assumptionsg

The key assumptions concerning the fisture and other key sources of pstimation uncertainty at the reporting period,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and Kabilities within the
pext financial year, are described below. The Group based lts assumptions and estimates o0 parameters avatlanie
when the consedidated financia] statements were prepared,  Existing circomstances and assumptions about Riture
developments, howsver, may charge due to market changes or cirocumstances arising that are beyond the control of
the Group Such changes are reflected In the assumptions when they occur

Azgaeeliy Recoverallity of Depoeits for Future Ao izition

The Group assesses whother any internal or external indicators of impalinent exist in relation to deposits for future
acepusition. This is whenever events or changes I circomstances indicase shat the carrying amount of depesits for
acquisitlon may not be rocoverable. 1am indicator exists, the Group performes an lnpalrment assessment by comparing
the carrving value of the deposits For fubure soquigition Lo its fecoverable amount ta determine whether an impalrment
loss wonld be recegnlzed. The recoverable amount is determinod to be the value in use, determined by discounting
expectad future cash Mmss

An impairment boss £ recognized and charged to earnings iF the recoverable amount 15 less than the carrying amount
Value i use is estimated by discounting the expected future cash lews using a discount Bctor that reflects the market
rate for 3 ferm consistent with tee period of expected cash Aovws. [nocstimating the value in use, the significant
assumptions belng consbdered by the Group include ore reserves estimate, future capital requirements and production
ensts &5 well as external ivput such as commudity prices, foreign exchange rates, price inflation and discount rate.

As at Decomber 31, 2021 and 2020, deposits for fature acquisition amoun fing to P2,17 Liomidlien and F2,174.0 million,
respectively,  No allowance for impaisment lozses an depasits for future acquisition was recognized as at
Pecember 31, 2021 and 2020 (see Mote 29)

Estimuting Alfowance for ECT. an Cosh and Cath Equivalents, Trade and Other Receiveiles, Advances to Related Forties
and Restricted Cosb wrder "Noncirrent Assais”

The Groupuses 3 provision matris to caloulate ECLs for trade and other receivables. The provislon rates ore based
on days past due for groupings of various custemer segments that have similar loss patterns,

The provision enatrly is inltndly based on the Geoups historical observed defaolt rates. The Grougp calibyrate s the matrix
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to adjiest the hizmrieal eredit loes experience with fnrward-lnoking information.

At every end of the reparting period, the historical ohserved default mtes are updated and changes in the forwand
looking estimates are anadyzed,

The assessment of the corvelation betwaen historical sbeerved default rates, forecest econaemic conditions and ECLs @5
a significant estimate. The amount of ECLE i3 sensitive to changes in circumstances and of forecast econcmic
condifions The Group’s historleal credit loss experience and forest of sconomic conditions may alse not be
representative of customers’ actial defaolt in the fture. The information aboat the ECLs an the Group's trade ani
olher receivables is disclossad in Noebe 5,

ECLs are derived from unbiased and probability-welghted estimates of expected loss The ECLs for the Group's
Finamcial assets which are nat cradit-impalred atthe reparting period are measured as the present value of all cash
chortfalls over the expected life of the financial asset discounted by the EIR. The cash shoetfafl is she difference bebaeen
the cash fows due g the Geeap i actordance with the coptract and the cash flowes that the Group expedts (o reoelve.

For the Group's advances to related parties, the ECL1s based onthe 12-month BCL. The 12-tnanth ECL ks the proportion
of lifctime ECL that results froem default events on a finandial instrument that an: peassible within twelve [12] months
after the end of the reporting perlod.  However, when thore has been a significint Increasein credit sk since
nrigination, the allowance will be bazed o the Hfetime ECL. When determining whether the creditrisk of a financial
asset has inoreased sipnificantly sinee initlal recognition asd when estimating ECL, the Group cansiders reasonable
and supportable information that is relevant and available without uncue cost or effert.  This includes both
guantitathee and qualitative information and analyss, based on the Group's historical experience and Informed credit
assessment including forward-looking information. Significant manngement's judgment and estimate |5 also required
to determine the realizable amount of the fsancial nsser based on cashilow forecast, which vegoires the use of
significant assumptions such as projected sales volume, commodlty prices, production costs and foreign exchange
rAtes

Ax at December 31, 2021 and 2020, total financial assetsof the Group amounting o P&994.2 millicn and P5.7520
million, respectively. Allowance for ECL on financial a35ets amounting to F265,7 million as at December 31, 2021 and
2020 [see Motes 4, 5 12, and 297,

Extimating the Imcremnental Borrowiag Note - Leases

The Group cannot readily determing the interest rate implicit in the kase, therefore, it uses ite Incremental horrowing
rate [IBR) to meamare lmase liakilites. The 1BR ks the rate ofisterest that the Group would have b pay to borrosy over
a similar term, and with a similar security, the funds necessary te obtain an assec of a simiar value to the rght-of-use
asset In & slmilar economic enviropment, The IBR theredore reflects what the Group “weuld have to pay®, which
requires sstirmation when no ohservable rates are avallable or when they need to be adjusted to reflect the terms and
conditiong of the lease, The Group estimates the TRR using observable fnputs (such as market interest rates) when
available and s required to make certain entity-specific estimates (such as lease twrm and the Group's stand-alone
creclit rating).

The Group's leass liabilities amounting to PSO7.0 milllon. and P41 million as at Decepber 31, 2021 and 2020,
respectively [see Note 17), The [BR usod to recognize right-of-use - assets is 485% w 7,55,

Estimuating e Reserves

Ore reserves are estimates of the amount of are that can be econornically and legally extracted from the Group's mining
properties. The Group estimates its ore reserves based on information compiled by appropriately gualified persons
redating to this geological data on the skoe, depth and shape of tho ore bedy, and requires complex geologica] judgments
to interpret the data. The estimation of recoverable reserves is based upon factors such as estimates of foreign
exchange mates, commodity prices, farure capital requirements, and production costs slong with gealogical
assumprione and judgments made in estlmating the slee and grade of the ore body. Changes [n the ore reserves may
affect the carrylng value of mine explaration costs, property and equipment, proviston for mine rehabilitation and
decommissioning and depreciation, depletion and amartization, Any change in the ore resserves 33 result of the lagest
available Infarmation & accounted for prospectively,

Effoctive Movember 1, 2019, there waz a change [n the are reserves wsed in cafenlating the depletion rates wsed for the
depletinn of mining properties. The change was based on the latest PMEC-CP Techiical Report dabed Decembar 15,
2019 {as of Dctober 15, 2019 cut-off reserve] compared to the PMRC-CP Technical Report dated December 15, 2018
{as of Dctaber 15, 2018 cut-6if peaerve) with proven and probable ore reserves of 32.7 millian WMT and 34.1 million
WMT, respectively, fur operating CAGAs 2, 3 and 4 in 2019 and CAGAs 2 and 4 in 2018, out of the total proven and
probable reserves of 434 million WHT and 439 millivn WMT, respectively, for CAGAS 1 to 5 (see Notes B and 10,



31

Effective November 1, 2020, there was & change in the ore reserves used in cabeulating the depletion rates used for
the depletion of mining properties. The change was based on the latest PMRC-CF Technical Report dated
December 15, 2020 {as of Ootober 15, 2020 cut-off veserve] compared to the PMRC-CP Technical Report dated
December 15, 2019 {as of October 20, 2009 cut-off reserve] with prosven and probable ore reserves of 34.3 millien
WHT and 327 million WHMT, respectively, for aperating CAGAS 2, 3 and 4 In 2020 and 201Y, out of the total proven
and probahle reserves of 486 million WHT and 43.4 milion WMT, respectively, for CAGAS 1 ta 5. Inaddition, the latest
PMBRL-CP Technlcal Beport dated December 15, 2020 also includes proven and probable ore resorves of 509 millien
W and 4. 76 millicn WMT for CAGA & and 7, respectively (ses Mote ). As of Decomber 31, 2021, there are nochanges
im the ore reserve estimates of the Group,

There are no changes in the depletion rate of mining propertes and amectization of mining rights in 2021. The change
in estlmates on November 1, 2020 resulted in a lower depletion of mining properties and smortization af mining rights
amounting te P264 millisn in Z020and 20185

Asgoceliy Recaverqbility of Mining Rights ang Mine Exploration Casty

The application of the Group's accounting policy for mining rights and mine exploration costs requlres judgment in
determining whether it ks 1kely that fuoare econsmic benefits are cortaine Mining rights and exploration costs shall be
aczegsed for impairment whin facts and circumstamces suggest that the carrying amounts exceed the recoverable
amounts, Estimates and assumptions made may change if new information hecomes available. The ability of the Group
to recover ils mine exploration costs would depend on the viability of are reserves. i, after mining rights and mine
exploraticn costs are capitalized, information becames avallable sugpecting that the recovery of expenditure is
wnlikedy, the amount capitalized js weitten-off in the consalidated statements of comprabenstve Income n the poriod
when the pew Information becomes awalable. An impaimment loss 5 recognized when the carrying value of these
assels do il cxoeed their Bir vl

Az at December 31, 2021 and 2020, mining rights amounting to P1256 million and F1368 million, respEctively.
Allpwance for impairment losses on mining rights amountiog to ol a5 at Decemier 31, 2021 and 2020 (see Note 10,

Az gt December 31, 2021 and 2020, mine exploration costs amounting to P147.3 million and P2414 million,
respectively. Allowancs for lmpalrment losses on mine expleration costs amounting to ol as at December 31, 2021
and 202 [see Mote 11,

Laeimmting Allowance for inventory Lozses

The Group matntains allowance for inventory losses at a level congidered sdequate o effect the exeess of cost of
Erprentoriss aver their NEV due to damage, phivsical deterioration, obselescence, changes in price levels or other causes,
MEV tests are performed anneally and it represents the current replacement cost. Increase in NAY of inventories will
increase the cost of imentariss but aaly to the extent of thelr orlginal costs,

Az gt December 31, 2021 and 2020, Invenkorles amountng to P269.5 million and P2866 millon, vespectively.
Allowance for impairment losses on inventogies amounting to P75 milllen and P60 million a5 gt December 31, 2021
and 2020, respoctively [see Note &),

Esttmunting Allnwance for tmpairment Losses on Nanfinancial ehir Nenclrrent Assars

The Group provides allowance for impaicment losses on ather poncurrent assets when they can no longer be realized,
The amounts and dming of recorded expenses for any period woubd differ il the Group made different judgments or
utilized different estimates. An increase in allowance for impalrient losses would increase recorded expenses and
decrease other nancurreal assels.

Ag at December 31, 2021 and 2020, nonfipancial sther noncurrent assers amounting to P5H3.5 million and P530.0
million, respectively.  Provision for impairment losses an nonfinancial other noncurrent assets amounting to P'3.9
million and #1609 million i 2021 and 2020 and nil in 2019, Allewance for impairment losses on nonfinancial ather
naneurrent assots amounting to PZO9E million and PZ05.9 million a5 st December 31, 2021 and 2020, respectively

{sue Notes Tand 12).

Aszenafng Recoverability of Property and Eguipment

The Group assesses impainment an property and equipmenst whenever events or changes in dreumstances indicate
that the carrying amount of an asset may mo be recoverable, The factors that the Group considers important which
caulll trigger an mpairment review include the following:

s Significant underperfonmance relative to expected historical or projected future operating resulrs
#  Significant changes in the manser of use of the acqulred assets or the strategy for overall business

& Simificant negative industry or aconomic wends
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In determining the present valuy of estimated Fture cash lows expected to be generated from the continued wse of
th assets, the Group is reguired o make stimates and assumplions that can materially affoct the financial statements.

An impairment loss would be recopnized whenever evidenos exists that the carrving value is not recoversble, For
purposes of assessing impairment, assets ave grouped at the lowest levels for which there are separately identiflable
cash Howes

An impairment loss is recognized and charged o eamings if the discounted expected future csh Aows are less than
the carrying amount. Fair value is estimated by discounting the expected futued cash Nows using a discount factor that
reflects the market rate for a term consistent with the period of expected cash fows.

As at December 31, 2021 and 2020, property and equipment amounting to P3,746.4 millkm and PLYT7.3 million,
respectively, Allowanie for impaicment losses on property and equipment amaunting to nil 35 at December 31, Z0Z1
and 2040 [see Note B)

Estimmting Provivion for Ming Retabilifotion cod Decommizsionng

The Group assesses s provislon for mine rehabilitation and decommissioning annually. Significant estimates and
assumptions are made in determining the provigon for mine rehabllitatbon and decommizsioning as there are
pumereas Factars that will affect the provisien. Thipoze factors include estimates of the schent and costs of relaldlitatdon
activivies, technological changes, regulatory changes, cost increases, and changes in discount rates. In addition, the
expected timing of expenditure can also change, for sxample in response to changes In mineral reserves or production
rates, Those uncertainties may result in future actual expenditure differing from the ameunts correntdy grovided. The
provision at the end of the reparting period represents management's best estimate of the present value of the futre
rehabilitation costs required.  Changes to estimated future oosts are rocognized m the conssfidated statements of
firancial posithen by adjuesting the rehahilitation asset and Gabilivy,

Pravisian for mine vebabilitation and decormissboning pertaing to the estimated decommissiming costs 1 b
ineurred in the future on the mined-out areas of the Group, The Group makes full provision for the fulure cost of
rehabilitating mine sites and related production facilities on & discounted basis on the development of mines oF
installation of those fadilides. These estimatos are reviewed regularly to take inta aceount any material changes to the
assumptions, However, actual rehabilitation costs will ultdmately depend upon future market prices for the necessary
decommissinming works required which will reflect marbet conditions ak the relevant time, Farthermoce, te fiming
of rehabilitation is likely v depend on when the mine ceases to produce af economically viable rates. This, m turn, will
depend upon fukare ore prices, which are inherently uncertain.

g at December 31, 2021 and 2020, the Groap adjusted irs prosision for mine rehabilitation and decommissioning to
reflect the current discount rates and expenditurs required o seotde te expected mined out areas of the Group, which
resulted toa change in estimate amounting to F31.4 million and PS80 million, respectively. As arDeceeber 31, 2021
and 2020, providon for mine rehabilitation and decommissioning amounting to P2054 milllon and FIZES million
respectively [See Note 15].

Asvessing Recoverabilicy of Deferred Tox Assers

The Group reviews the carrying amounts of deferred Wy assets at each end of thie reperting period and reduces
deferred tax assets to the extent that it is prababile that sufflcient future taxable eame will be available against which
thess cn be utilieed. Significant management judgment Is required to determine the amount of deferred tax assets
thatcan be recopnized, based upan the likely timing and bevel of suHicient ture taxable lnosme topether with future
tax planning strabegies,

The Group has deferred tax assets amownting fo FLE9.5 million and P221,1 million a8 at December 31, 2021 and 2020,
respectively. The Group's NOLCO amsounting to #1787 million, #2743 millon and P3250 million as at December 21,
2021, 2020 and 2%, respectively. The Group has excess MCIT amounting to nil a5 at December 31, 2021, 2020 and
2019, The Groap recopnized deferred tax assets on KOLOD amounting o P23 millon and PZE million, a5 at Decembar
31, 2021 and 2020, respectively [see Note 30)

Cash and Cash Egquivalents
202 2020
Cash on hand FLULL P09
Cash in banks 3,748,057 23A7TA67R
Shart-term cash {rwvestments 72124 71970
P3821,177 T2 451565

SR TAETOE
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Interest Income sarvied on cash in banks amaunting to #1.0 millien, PLL milllon and P24 million in 2021, 2020204
2019, respectively

Shirt-term cash Invastments earn interest at the respoctive shart-term cash Investment rates, These are made for
varylng periods of up to three (3] months, depending on the immediate cash requirements of the Group. Interest
income earned an shor-tsrm cash investments amoanting oo FOZ million, P07 million and FLD million was eamed
on short-term cash imeestments in 2021, 2020 and 2019, respectively.

The Group has USf-denominated cazh and cash equivalents amovnting te USE32Z4 million and USE21.1 million as at
Decepber 31, 2021 and 2020, respectivily, and HES-denominated cash and cash eguivalents amounting to
HESZ57 9 millionand HE$18 1.8 million as at Decernler 31, 2021 and 2020, respectively (see Nate 31).

Trade and Other Receivables

2021 2020
Trade PLO9,260 F275A53

Advances to;
Conlractars 92 588 16,502
Officers, emplovees and others 27,212 10084
329,60 392,439
Less allowanea Frer ECL 265,712 I6RT1Z
FGd, 348 T126727

Trirde Recelvables

Trade receivables arising from shipment of nicke] ore are noninterest-bearing and generally collectible within M ta
{0 days, Tn 2020, trade receivables amounting to P402 milllen previously provided with allowance for ECL hag been
collessed. The recovery was recorded under “Dther ivcome [charges)”. Mo provisian for ECL ca trade receivables was
recognized In 2021, 2020 and 2009, Allgwance for BCL on trwde receivables amounting to PISG0 millian 35 at
Decamber 31, 2021 and 24k24%

The Group has USE-denominated trade receivables as at December 31, 2021 and 2020 amounting 1 U5E3.6 million
and US32.0 million, respectively, and HES-denominated rade receivables amounting to HE$3.9 millicn and HES1.8
million as at Decembier 31, 2021 and 2020, respectively (see Mote 31}

Advasnces 8 CoRFRCLors

Afdvances W contractors are cash adwances to mining contractors which are collectible in cash or advinced paymeats
for feture contract e fees, Advances to contractors which are collectible in cash amounting to PF.Y millon as at
Decembar 31, 2021 and 2020, Advances to contractors which pertals to advanced payments fior future contract
billings ameninting to 129 millisn and P26.8 million as at December 31, 2021 and 2020, respectively. No provision
for ECL on advances ta contractors In 2021, 2020 and 2019, Allowance for ECL onadwances to contractors amounting
fo TF0 7 milllon as at Tecember 31, 2021 and 2020, Advances to contractors are expected o be realized within 12
menths after the reporting period.

Advances b Qfffcers, Emplopees and Otfars

The Group provides cash advances to its officers and employeos for various business related expenses incurred which
are subject for liquidation generally within 30 days. Other advances inclode advances to third party companies which
are collectible upon demand. Mo provizion for ECL on advanees to third party companies was recognized in 2021,
2020 and 2019 Allowance for ECL en adwances to third party companies amaounfing ©o mil as at December 21, 2021
and 2020,

Movemenis in the allowance for ECL on trade and other receivables are s follows:

2021 2020
Beglnniny balance F265,712 PI0SHTL
Reversal of provision o (40,1591
Ending balance PI65712 PIos 712



4

4. lwveniories
2021 2020
Beneficiated nicked ore [atcost]) F186,372 PL.TTE
Materials and supplies (NRY] 83,094 gl az2
F269,470 F2E6,598
Berefickated Kickel Ore
The amount of inventoriahle cost charged to cost of saes in the consalidated statements of comprehensive |ncome
amounting to PL530H million, PLETS6 milllon and P1935.9 million in Z0Z1, 2020 and 2019, respectively
{wee Notes 21 and 33),
Mo provision for inventory losses was recognized in 2021, 2020 and 20019, Ko allowance for inventory losses wag
revognized s at December 31, 2021 and 2020,
Muoterials mmd Siwpplies
Matertals and supples consist of tires, spare parts, and fuel and heboicants which were valued at NRY, Provigion for
inventory losses amounting to PLS milllon, wil and Pod million in 2021, 2020 anpd 2019, Allowance far inventary
lsses amounting to P75 milllon and Pe.0 million as at December 31, 2021 and 2020, respectively [see Note 22}
7. Prepayments and Other Current Assels

IO 2020

Prepaid insurange FiE.6G10 a2
Prepaid reat 13,131 15031
Prepaid taes and licenses 54803 35347
CWTs B RB4 3,684
Advanees to suppliers G.2al 204
Otheers 3650 195
a0.145 i 423

Less allowance [or impalrment lisses 3684 3,684
Pi6 461 PE21739

Pregayments and othes cutrent assets are expected tobe realized within 12 monthy after the end of reporting pericd.

Prepoud Taxes and Licenses
Prepaid taxes and licenses represent sdvance payments made to the MGB and BIR for the processing of shipments.

Priperid Bend
Frepald reat represents the advance payment made for the rental of the praperties classificd as short-term lease.

Prepurid Tnsaranee
Frepald insuranee reprosents advance payments made for the insurance of the Group's property and squipment.

CWTs
CWTs pertain to the amount withheld by the Group which can be applied agalnst income fax payable,

Advanees o suppliers portalns to prepayments for services which i expected to be used against future billings. This
is axpected to he utilized within 12 months after the reportng peried.

{Efars
Others pertain to prepeyments atilities, barging and shipping expensesand others.

Mo provision for impalrment losses on the prepayments and ather current assets was recognized in 2021, 2020 and

2019, Alowange for impalrment besses on prepayments and other carrent assets amounting to P17 nailiob as av
December 21, 2021 and 2020
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In 2021 and 2020, the Group dispesed of various assets under *Machinerles and otser equipment”™ with considerations
amounting to nil and FO.Z million, respectively, and recorded loss on disposal amounting to nil and PO milllion,
respectively.

[ 2020, the Group reclassified from "CIP* to "Buildings and land improvements”, the costs of the completed bullding
improvemients located at the mine site amounting to P448 thousand. In 2021, the Group reclassified from "CIPT (o
“Buildings and land improvements”, the costs of the completed building and improvements locabed a1 the mime site
amounting to P24.3 million,

In March 2021, the Group and Sunly Properties, Inc [Contractor] entered (nto an agreement to have a fit-out
construction of the lower and upper penthouse office building of the Group located at Aseana Avenue cormer Fuentes
St Aseana, Paratiaque City for aconsideration amounting to P107.0millien exclusive of VAT and subjact to changes in
the desipn and additional work requested by the Group to the Contractor, As a0 December 31, Z0Z1, the Group's
liahilities 1o the Contractor amounting to PZ3.5 million will be settled upon the campletbon of the fit-put construcion
project,

I Becember 2021, the Group and Architraders Enterprises Corperatian entered inko an agreement te supply, lahricate,
deliver. assemble and instal] systeo of furniturs in the penthowse offlce bullding of the Group iocated at Aseana Avenue
corner Fuentes S, Aseana, Parahagque City for a consideration amounting to 161 million exclusive of VAT and
withhalding taxes, Asat December 31, 2021, the Group's liabilities to the Contractos amounting o P32 millian will be
settled sponinstallation of the system fermitune

Oiher addidonal CIF of the Group ameunting to BEE2 milllan pectains to acquisktion of materials and supplies and
wther costs attributable to the ongodng constructon projects with various contrackors,

The C1F balance in the books of the Group pectains to the consteaction of staffhouse, geest house, water sauros $ysbem
and securlty quarters and land development n the mine and other sites. The remaining balance of CIP represents
T2 5% and 45.4% completion as at December 31, 2021 and 2020, respectively.

On Movember 6, 2018 the Group and Cagerpillar Financial Services Philippines Inc [CFSFL) executed 2 lease agroomignt
with 7 lease term of twe [ 2) years, in which the Groop kas determined that the lease transfers substantially all the rishs
and reswards incidental o the osmership of the eguipment upon final payment st the énd of the leaze term The lease
agreament is classified as finance leage under PAS 17, Upan adoption te PFRS 16, the Group reclassified the sarmying
amount of the “Finanece lease labilities” to “Lease Habilitles® amounting to #538 million and the carrying amaunt of the
finance leased assed recognized under “Machineries and Other Equipment” to "Fight-of-use asset” amaunting te 122
million. As at November 11, 2020, upon final payeraent of e lease, the carrying amount of the "Right-of-use assat®
amounting 1o P72 million las been reclassified to *Machineries and spupment” (see Mote 17 ).

In 2014, the Groap avatled twe (2] chattel mortgage loans from CFSPI for the acquisition of transportation and heavy
equipment The loans are payable within two (2] years at interest rates ranging from 5.97% o 6.31% per annwm and
pavable inmontkly installments, The carsying amount of the assets morgaged inclnded under Machineries and other
Equipment” amaunting to nlland P23.1 million as at December 31, 2021 and 2020, respectively (see Mote 14],

On July 5. 2009, the Graup aviiled long-tecn ban from 5EM Leasing for the acquisition of transportation aquiprment
The Loans are pavable within two [2) vears and bear an annual intersstrage of %.50% per annum. The canryng amount
of the transportion equipment induded under “Machineries and Other squipment” amounting to P22.8 millien and
P25 millian ag st December 31, 2021 and 2020, respectively (see Mote 14],

Tn Aupust 2020, the Group eptered into a finance lease agreement with SEM Leasing with 3 lease term of two (2) years,
in whicl e Group has determined that the lease transfors substantally all the risks and rewards Incidental o the
ownership of the equipment upon final payment at the end of the lease term amounting to P33.7 million. The canying
amaunt of the assee leased amounting o PO4 T milen and FY21 millien, respectively [see Note 17].

On April 1, 2021, the Group and J5Y8677 Landholdings, Inc. entered into 3 10-vear agreement 1o lease its office building
Tiseaned at Ascana Avenus corner Fupntes 55, Aseana, Parafiague City. The monthly reptal amountiog to P53 million,
Thie Group paid security deposits ancd advance rental amounting to P30.5 million and P15.2 million, respectively. Asa
result of the lease agreement, on April 1, 2021, the Group recognized right-of-ose asset and lease labillty amounting
o PG40 million and P492.2 million, respectively, The carrying amount of cight-of-use asset and leass lability as at
December 31, 2021 amounting P466.2 million and P424.6 million, respectively (see Note 175

In May 202 1, the Group started the commercial operations of CAGA 1 and reclassified all exploration and evaluation
costs incwrred and capitalized under mine exploration costs to "mining preperties” which amounting to P115.8 million
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{see Note 11), Based on the latest PMRC-CP technical report, CAGA | has the provenand probable reserves smounting
0 12,16 million WMT, In 202 1. depletion rate for CAGA ] was FO.52 per WHT.

The rates wsed by the Group in compding depletion were FLAZS per WHT for the period January 1 201% to October
312009 and PLIL51 per WMT for the period November 1, 2019 ta December 31, 200% for CAGA: T and 4. Far CAGA
3, the rates used by the Group in computing the depletion were P16.54 per WMT for the period April 2019 Lo Ditober
31, 2019 and P15.89 per WWT for the pericd Movember 1, 2019 to December 31, 2009, Swartiog Movember 1, 201%,
the rate used wis based op the atest PMRBC-CP Technical Report dated December 15, 2009 with proven and probahle
peserves of 24,2 million WMT and B.5 midllian WMT for CAGAs 2 and 4, and CAGA 3, respectively. The change in are
reserves resulted Inoa lower depletion mte

The rates used by the Group In computing deplketion were P13.51 per WMT for the period fanuacy 1, 2020 (o
Oetoher 31, 2020 and P9.9A per WMT for the period Movember 1, 2020 to December 31, 2020 for CAGAs 2and 4, For
CAGA 3, the rate used by the Geoup in computing the depletion was P15.89 per WHMT for the periad April 2020
to October 31, 2020 and F14.57 per WMT for the period November 1, 2020 (o December 30, 20200 Starting
Movember 1, 20200, the rate wsed wias based on the latest PMEC-CP Techinloal Report dated December 15, 2020 with
proven and probable reserves of 25.3 million WMT and 2.0 millizn WMT for CAGAs 2 and 4, and CAGA 3, respectively.
The change in ore reserves resulted in 7 lower depleticn rate.

The rates wsed by the Group n computing depletion were PRI per WHMT and P14.57 per WHT, CAGAS 2 and 4,
CAGA 3, r-.-:,'plfclivel}'. for the F:ﬁu-ds engded December 31, 202 1.

Mo property and equipment wers pledged as at December 31, 2021 and 2020 except machineries and equipment
subject bo chatbel morbgage.

Investment= In Assnciaies
2021 20N
=MPs] P= PART 65T
SPNV] = =
PF- P47 EET
aPHY]

On Sepeember 1, 2016, the Parent Company entered [nto a Deed of Asslgnment with SPRVI, a related party, wherein
the Parent Company assigned, transferred and comveped in favor of SPRYT P03 million of its advances as paypment for
the subseription to the 200,000 unisswed comenen shares oat of 800,00 commaon shares of SFNVT with a par value of
B1.00 per share,

Az avesultof the above Deed of Assignment, the Parent Company acquired 37.50% of the comman shares with voting
rights and 0.47% of total shares The Group assessed that it has a significant influence over SPNVL sinoe it directly
hialds more than Z0% of the voting power of SPNVL

Asat December 31, 2021 and 2020, accumulated share in net loss fram investmeant in SPENV]amount g 1o P03 milllon.
Lvestment in SPHYI & ndl as at December 31, 2021 and 2020,

The Graup recognized share in net loss of SPHY] amounting to B30 milllon, POS million and P29 milllon fn 2021,
2020 and 201%, respectively, Asat December 31, 2021 and 2020, the Group's accwmulated share in net loss of SPRVE
charged to its net investment in SPNYare as follows:

znz1 202 20119
Share in net loss charged ta:
Dopasits for future acquisition 46,350 P43AT6 a2 882
[vestment in associategs - - 3
Tatal share |n net loss recognlzed in net
imvestment in SPNVT PiG,350 P43.30% ?43&

(U TRTHILTY
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Dwtzils of the summarized consolidate:) financial assets of SPNVI and subsidiacles as at December 31, 2021 and 20320,
which are acecunted for under equity meethod, ace as follows:

2021 Z0ED
Current assels PI10,328 218452
Moncurrent assets 1051076 950,120
Total Assets 1.361.404 1168572
Cirrrent liahikties 1025603 #14,68%
noncurrent linhilities 1622354 1633459
Total liabilities 2647957 2 44E T4
tet assets 1,286,553 1279576
Cost and eepenges 7813 L2E%
Netlozs 7033 1.2E9
Other comprehensive income = =
Total comprebensive logs P73 F1.ZE84

Ag at December 31, 2021 and 2020, the Parent Company bas 37.50% of the common shares with voting rights and
.4 7% of total shares of SPNYL

SMPS[
{n Pecember 19, 2019, the Group subseribed wa LATOO00 shares i SNPSL valued at PLB) per share for o tofal

cansideration of PA50L0 million. The reansaction resulted im the Group ewning $5.05% of SMPEL

Details of investment in SHPS] are as ollows:

021 2020
Acquisition cost Pa50,000 P4 50,00
Accumubaked equity innet earnings;

Beginning of year 37457 1.42%

Share in nel ineame [as) (449,141] 36,228

End of year [11.484) 37,657

Carrying value 438516 487,057
Transferred toinvestmens in subsidiary as the result of

business combination [see Note 37] [458.516) £

- PIATERT

Detalls of the summarized financial information of SNPEL as at December 31, 2021 (prior to the step aoquisitisn]) and
20240 are a5 fodlaws:

2021 2
Current assers F105,757 P1,10% BR2
Noncurrent assets 1,390,438 1ARBGRGTT
Tatal assets 1,496,195 2,560,559
Current liabilities 229418 1,166,134
Maoncurrent liahilities 319225 331168
Tatal Hakbdlites 248613 152031
Met asseds 917,552 1040253
Revenue 142917 456,717
Cogt and expenses 265,618 366,260
Met income [Loss] {122,701] G0, 457
Other comprehensive lass =
Total comprehensive income [loss) [P122,701) Po0457

In 2020, the Groaup settled the subsceeiption payable 1o SNFS1amounting to P225.0 millian,

On December 2%, 2021, the Parent Company ecquived an additlona] 2398% interest in SNFPS] from an existing
stockholder for P192.0milben, resulting 0 6403% ownership in SHPSL Consoquently, SHPSI becarne 2 subsidlary of
the Parant Company (see Mate 37]
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The Group recopmized tot] share in net loss of investment in assockates amountng to P5S2.1 million in 2021, tatal shane
in net ipcome of Investment in assockates amounting to P35.7 million in 2020, apd total share inonet lods of Investment
in associates amounting to 415 million in 20L%,

10 Mining Rights

2021 2020
Cast 35,500 356,500

Accumulaeed amoctization
Beginndng balance 259,675 248,191
Amartization 11246 19,484
Ending Balance 270,921 259,675
Net book value F125,579 F1aGA25

Minine rlghts refer tothe right of the Group as tho habder of MPSA No, 007-22-X located in Cagdiana, Chaver, Surigaa
del Marte, acquirsd through the assignment of the said MPSA from CMIE te SERC, a whatly-owvmned subsidiary, undera
Dead of Ascignment executed on March 3, 200 Pursuant to the Deed of Asstanment, CMDC transferved te SIRC all it
rights, interest and obligations relating to the MPSA,

The rates used by the Group (n-computing amortization were P23 per WMT for the periods January 1t December
31, 2021 and Movember 1 to December 31, 2020, and P1.63 per WMT for the pericd January 1 to Goteber 31, 2020,

Mo provigion for impairment losses on mining rights was recognized in 2021, 2020 and 201%.  Allowance for
impairment Insses an mining rights amounting to nil a5 at December 31, 2021 and 20240,

11. Mine Exploration Costs
2021 Z0Z0
Beginning balance F241.361 PE19,7440
Explovation expendiiures inourved 21,735 21,615
Reclassification ko mining properties (ses Note 8 15,797 -
Ending balance Fi47299 PI41,361

The Group operates the Cagdianao mining tenement covered under MPSA Ko, 007-92-X for a period of 25 years
[ser Nabe 33).

The reduction in mine exploration costs pertaing o the partion related to CAGA 1 which transitioned ta commerrial
operations in May 2021, The Group rectassified mive exploration cost to “mining properties” under Property and
eqpuipment amountng o PF115E milion.

The remalning mine exploration costs as at December 31, 2021 pertaing to CAGAS 5, 6, 7 and Illmestone area which are
all still under exploration and evaluation phase,

12, Other Noncurrenl Assels
2021 2020
MEE P317,765 P216,501
[mput VAT 213 894 204,872
Advances to suppliers 123638 L45,T0T
Restrictod cash TrATE 180,448
[ntangible asset AE 3R ih384
Security deposty 15,474 =
Computer saftware &, 454 -
Fimapcial asset at FWOCI 3,2 3374
(itsers 31052 69T
423,581 013,283
Lesg allowance for impainment lesses 206,071 202, 10
FOLT 510 FF11.103

AIREAR Ty
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HEF

Pursuant to Section 181 of the Implementing Rules and Regelations of the RA No. TA9Z, better known as the Milipmine
Mining Act of 1995, mining companies have to malntain MRF deposits with any gevernment bank The Group has
depasizs for MRF at the Development Banle of the Philipplaes - Surigao City Branch. The funds are to be used for
phiysical and social rehabilitation, reforestation and restoration of areas and communites affected by mining nctivities,
pollution contral and integrated community development, The funds easned interest based on the prevailing market
rate. [nterest income earmed on MEF amounting to P12 million in 2021, FLY million in 2020 and P2. 1 millionin 2009,

input KAT

Ingput YAT represents the YAT paid on purchases of applicable goods and services and mapital assets, net of output tx
liabilities, if any, which may be recovered as tax credit against future tax labilicy-of the Geowp upen approval by the
BIR andfor the Philippine Bureau of Custmms Provision for lmpalrment losses on input VAT amounting to #lodd
millon, P160.3 million, and nil in 2021, 2020 and 2019, respectively. Allowance for impairment losses on lnput VAT
amounting o P29 million and PLA L4 million a8 at December 31, 2021 ond 2020, respectively,

Restricted tivh
Restricted cash pertaing to the Debit Servbce Fegerve Aceount [DSRA) with Talwan Coaperative Bank Manila Dffshor:

Bankiing Branch {TCB] which acts as collateral or security for the TCB loan. The amount maybe reduced
proportionately as the Group pays the princpal and its interest by express agreement of the pardes,

The Groug has US-denominated and HES-denominated restricted cash currently clasd Bed under "Diher noncurrent
asspts” am-m;mlin.ﬁ b TISEN.T million saind HES 1 18 million at at December 31, 2021, J'E-E»p-?l.'ﬂ'l."EI:}'. and US50,1 millian
and HE529.1 million as at December 31, 2020, respectively [see Note 31],

Interest incane sarped redated wthe restrioved cash classified under *Other nonourren azsets” amounting to nil, #kl
ot o, and nil in 2021, 2020 and 2019, respectively.

Adwanees ta Supplicrs
Advances to supplicrs portaln to deposits on the Group’s purchase of goeds and services from varlous suppliers

Intergille Azset

Intzngitde asset pertains to membership debenture obtained by the Group pursiant o the contract of sale mwecated
with Avic |oy Holdings, Limited and the Group on July 16, 2009 to purchase Clearwater Bay and Gabt Country Club
mem bership and to be amortized for ten (10) years, The amortization of the intangible assetamounting to P4.4 milllon,
F4.5 million and 3.9 millien i 2021, 2020 and 2019, respectively.

Securtiy deposits
Security deposits pertain to the Company's rental deposits related to the lease of its office building at which shall be
refunded, after all valid claims, ak the #nd of the lease term [2ee Maote ).

The tahle hebow shows the movement analysis of seourity depasits as at December 31, 2021:

Z21
Undiscounted security -:hrp-uaiL'::
Balaroe at beginning of year B
Additbons 30464
Balance at end of year 40,464
Discount on security deposits:
Balaree at beginoing of year -
Additlons 11,684
Accretion of interesy [604)
Balance ot end of year 10,9490
Ending hatance F1%9,474

Carmpurter Sofbaare

Computer software arises from the business acquisition of SNP5] [see Nate 37),

Financial Aszet or FVOCT

As at December 31, 2021 and 2020, the Group holds 4,216,100 shares of stock aof Oriental Pemdnsula Resources Group.
e, (DPRGIL a pathlicty listed company in the Philippiees. There was ne disposal of shares jo 2021 and 2020 and the
shares are valued based oo the ext market peloe amounting to PO T8 and FLED per share as at December 31, 2021 and
2020, respectively
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Mevements in the "Falr walue reserve of financlal asset at FYOCE are as foflows:

2021 2020
Beginndng balance PG AR B AE2
Eair valus resaryve Bd [211}
Endinz balanco P5,565 Fo4dl

On Janaary 1, 2018, upon adoption to PFRS % the Group reclassified P44 million valuation loss on-available-for-sale
financial asset previously recognized under PAS 39, Fimaacia! Istrimments, to “Fair value reserve of financial asset at

F¥QCI®,

Mo dividend income was earned by the Groug in 2021, 2020 and 201% from the financial asset af FVOCL

thers

Others represent claims for business tax refund and performance bond. Provigion for impairment lossas on claim for
business tax refimd amounsing to nil in 2021, 2020 and 2019 Allowaneos For lmpairment losses on claim for basiness
tax refund amounting to P20E millics as ar December 31, 2021 and 2020, For the performance bond, (€ pertains to
the minimum amaunt cequired to be armeally posied By the Growp in 3 duly lcensed bonding entity to puaranter
compliance and implementation of the temporary revegetation and,/or the progressive rehabilitsion of the distirbed
areas heyond the maximum disturbed Uit in accordance with the Administrative Order Moo 200B-1% issued by the
DEME

Moveinents i the allewance for impairment losses en other noncwrrent ass=ts are a5 follows:

201 2020

Heginning balance FZOZ 180 F41,300
Prowision for impalrment nsses (see Mote 33) 3,891 160,871
EnllInE balance F206,071 P02 180

13 Trade and (Hher Payables

221 2020

Contract liabilites P414.824 P
Trade 151379 108,650
Acrried expenses amd taxes B3.528 139,121
Montrade A6 (HEH 13,291
Mividends payable 21,562 20,238
Advances from Huarong Asls Limited - 163551
FT0O7 3AE1 P49 896

Cantraot limbitities
Contract Habdlites pertain to deposits from customers which will be setded through futire shipments of nickel ore
These are generally setthed within 30 te 120 days

Trade

Trade payables are noninterest-bearing and generally settled within 30 days, These include payables to suppliers,
condrsttars and otser service providers for the poods delivered and/or services rendered wo the Group in the ordinary
opurse of business,

Avcerued Expenses mnd Taxes
Deatafls of the scorued sxpenses and taxes are as follows:
2021 2020
Excise taxes and rovalties payable [see Mote 23] PZB,736 F77.959
Prawskun for Social Development and Management Prograim
(S0P and [nddipenews Cultosal Communities (1CC) 24,2494 30,545
Rusiness and other taxes 16,485 15,976
Accrued payrodl R L Zon7
Professional fees 4,820 10,077
Others 6,75 i,740
Pi3 528 F139,121
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Excive Taxes mmd Reyalties Payabile

Excise taxes and royalties are Immedintely payable wpon fecetpt from the DENR-MGEH of the Order of Payment and
before every shipment of beneficiobed nickel ores.  Royalty foes te govarnment. claim owners and indigetows are
nanini=rest-bear naand pﬂrﬂl‘l]ﬂ within 3 calendar d:}rs after paymment ol the final invoice fop the !|'|'."|E'|'3I.'|L5]1i|‘.‘lll‘|E‘1'Il:
by ther crstomers.

Prvvixien for SOME ad 100

Minlng companies are mandabed to establish a prowision for S0MEF aid 1CC that woald enhance the gqualiby al Tife and
ultmately develop & progressive and self-rellant host and nelghboring communitizs, The program includes
community development projects and activities such as establishment, constrection, and malnienance of
infrastrwctures including schools, haspltals, roads, and the like: estoblishment of Tivelihood industries and programs
on education and health. The Grovp is required to allot annually a minimum of 1.5% of the operating costs based on
the Admimstrative Order Mo, 2000-13 issued by the DENR.

Breakdowm of provision for SDMP and 100 are as follows:

anz 200
Beginning balance PI0,546 P 250
Addirions 4891 24,438
Payments (911431 {34.192]
Ending balance PIt.294 L5440

Business and (ther Taxes
Business and ether tives peatain to gevernment duss relating to withhelding taxes.

Frofesstonc fies

Frofeszional fees pertabi to legal and other consul tathon services Inewrred by tho Groap.

Accrved Payral!
Accrusd payroll pertains to the accrual related to the salanes and wages ol the Greeup’s emplovees which are
noninterest-bearing, payable oo demand and for geneeally settled within 30 days

(fers
Others include outside services such a8 purchases of supplies which arc usaal inthe business operations of the Group,

Divinands Payable

Om May 22, 2013, the BOD of the Parent Company approved the declamtion of csh dividends in the amount of
PLO5E per outstanding common share or P1E500.0 millioa (e steckholders of recard as at June 5, 2013, payable
on June 12, 2013, In 2014, cash dividends declared and paid g0 cermain stoclkholders on May 22, 2013 amaunting
to PE0.2 million, were returned as stale checks, As at December 31, 2021 and 2020, dividends payable amounting
b P25 mmilllan,

Nendraoche
Wontrade payahles pertain to payable to third party companles which are non-interest beaning payable on
demamifor generally settled within 20 days

Adviences frovm Huarang Aska Limited

Advances from Huarong Asin Limited (Huareng] pertiing to advanees given by Hoarong as support m the
aperations of FSC and FSLE, The adwanees are nonlnterest bearing ond payable on demand. As 5 resultof Huarong's
relinquishment of its inkerest in FEC and FSLC [sec Mate 1), all rights to any of the outstanding advances wers seltled
by the Groupas at December 31,2021, A gain enextinguishment of debt andunting to P25 milllonowas remognized
as the result of setdement of advancas from Huarong {zee Mote 287,

Tl Lirtuge lwas N5E-denoninated trade o other pa_l,'qhh::l amounilitg ©a Us$e b million and 115512 millon a5 at
Decembar 31, 2021 and 2020, respectvely, and HE$-denominated trwde and other payables smounting to HEE07
milEon and HES0,2 million as at December 31, 2021 and 2020, respectively (see Note 31}
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14, Loans Payahle

2021 2020
Long term lons PREI9.256 P430,337
Chatel mortgspe loans - 10,150
#O9.256 +40 487
Less currens partion:
Lang terin laans 247,109 450,337
Chattel moripsge Inans = 10,150
Laans payable - current portion 247,109 il 417
Nonouwrent portion HE!_EI‘{-'?
Mevements in the careying value of loans payable are as follows:
2021 20E0
Beglnning balanoca PEGOABT P97 02
Availments 892,776 291,764
Payments [460,487) (9 36 7)
Efect of changes in forgign currency sxchangs rates
[see Nobe ZE] 6 480 [ZE293]
Ending balance PHo9,.256 Pa0487
Lyt term laans
TCE

O July 29, 2021, the Group seetled it loan payahle to TCR amountiog to US59.4 mUloner P450.3 millian. On the same
date, TCE granted & loan to the Geoup amounting te U5$15.0 million with the fallewing terms:

The
plus
disp

The
A

I,

Term loan shall be repaid in four (2} semi-annual installment repayments. First installment commences on the
date falling eightean [18] morths from the first drscdosm date as follows:

Repayment installaent (rom
Manthes Froam the first diswdowndats  outstanding principal at the end

of availability periad {%0)
18 12504
| 1Z2.50%
| 1Z50%
30 GZ 50

Interest shall he payahle quarterly in arrears. The interest rate for the loan i3 the aggregata of the reference rate
spread of 3.25% per annum.  The reference pake i3 the applicable London [nterbank Offered Rates [LIBOR)
fayed o the Blopmberg and Fewters” pape for three month yield as stated in the lnan agresmesnk

other comelitiaons of the agresmeant are az follows:

The Group shall maintain a waterfall account with TCB wherein all amounts collected from the buyers of nickel

are shall bE-l’Jqu‘:d'i.l:erJ

The securicy required by TCB shall consist of ondy three (3] kinds, as follows:

i Accounts receivables from PGMC's custonsers or cllents or Import letters of credit {LC) issucd in favor of
PGMC by Ivs custamers and clients. Provided, that the aggregate value, in combination, shall at least twice
2] the amount of the actual drawdown

i Demand Depesit Account which shall be openad and set-up by the collateral provider acceptable to TCE (in
thiis case PIL) amounting to at least 10% of the drawdown, The amount in said account mayhe reduced
proportionately as POME pays the principal and its interest by express agreement of TCB and PGML

iii, Guarantee Esusd by any individual, juridical person such as corperations or any combirmtien thereol that s
avpeptabie o TCR.

TCER is rrevocably appointed as the collecting agent for the account recelvables from PGMCTS axport orders of

nicks| ore and asa collecting and advising bank for the b port LC opened by the bayers of the nickel ore af PGML.

All the amcunt collected by TCEB shall be deposited in the Waterfall Account al PGME

The Grosep may, at its option, prepay the bpan in part or in full, wgether with secrued Interest therson,

If the Groaup [ails te make payment when due of any sum [whethar at the stated maturity, by aeceleration ar

otherwise), the Group shall pay penalty on such past due and unpaid amaountfs at the rate of 18% per anoum, in

addition te the interest rate from due dake until the date of payment o full. The penalty shall be payable from
tlmie b0 bime and upon demand by the bank,
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On July 30, 202 1. the Group made a dravdown amounting to DSE15.0 millian of the term loan,
The Group has complicd with the terms of the loan as at December 31, 2021 and 2030,

The carmyring amaunt of the laapn amewsting 6 U5$15.0 mblben or P76 Le million and US$9.% million or 450,23 millinn
as at December 31, 2021 amd 2020, respactively, Interest expense relaked o TCH foan smounting to F23.8 million,
PS5 million aml 516 million in 2021, 2030 and 2019, respectively [see Nake 27],

E8M Lewsing

On July 5, 2019, the Group availed Tong term Joan from SAM Leasing for the acquisition of transportation equipment:
The loans are payable within tveo (2) years and bear an anaunl interest vate of $.50% perannam. On Jaly £5 2021, the
SBM Leasing term loan was Fully paid. Intorest expense relased to the leans amounting to PLE million, PLEZ millicn
amid POA thowsaned in 2021, 2020 and 2019, rl:::pﬂ.i.i-.'eh' |see Rate 1?].

Chattel mortznge loans

In 2019, the Growp avaibed twa (2] chatte] mostgage loans from CESP for the acquisitlon of transportation and heavy
equipment. The laans are payable within twa [X] years at interest rates ranging from 5.97% te 6.31% per aniim and
pavable in monthly installments. On Juby 20, 2021, the CFSPI chastel mecigage loan was fully pald. [nterest expense
imcusired b relation to the chattel mortgage amoaunting te P01 million, #1.1 million and P07 million in 2021, 2020and
2019, respectively [see Note 27)

shart ter ook

The Group is granted anmaally by BD0-a revelving N5320.0 million Expart Paclang Credit Line for working capital
purpnses. As ab December 31, 2021, there were deawdown amounts of all and U55583 milllen or P22 LE million,
respectively, which Is payable within six (6] to twelve [12) manths and bear interest of $.5% per auoum, All short
term lnans were setted in 2021 and 2020, Interest expense celated wo the B0 loan amounting toondl, #LT millon and
P19 miltiam in 2021, 2020and 2009, respecthvedy (zoe Mote 27,

1%.

Frovision fe Mine Rehabilitation and Decommissioning

2021 2020
Beginning balancs FAZAG0T PZ3Z2454
Effect of change in estimate [see Hote 8] {31,357) 47976
Aceritinn interest (see Nane 257) B170 B171
F':mii:nﬁ balanca FI05 414 PE2A.6010

The prowision foe mine rehabiflitatien and decomimissioning was sdjested in 2021 to reflect the fabest discount rates
and infiatton mbves used in the caloukation of the estimate,

16

Retlrement Oblggation

The GEN[ Group of Companies Mu][implﬂ]’!r Retirement Plan {l|1|: Retireiment F'I.lh:l 19 Iﬂhlﬂ!,." pstablished |‘.'I:|I' the
Group. INC and otber affilinte companies that may adopt the said pian, The Retirement Plan is 3 nonecontributory
defined bemefit retirament plan covering all of the Growp's regular employees shective Janwary 1, 2020,

The funding of the Retirement Plan shall be determined by the sctuarial advisor and payment of the benefits
thereunder shall be provided through the meadiom of a fund held by the Trustee Bank ander the Triest Agreement,

The latest actuarial valuation repors of the retirement plan s 25 at December 38, 2021,
The following tables summarize the components of retirement benefits costs recognized in the consodidared

statements of comprehiensive income and the unfunded status and amoents recognized in the consclidated statements
af Ainandal peedtion and ather infarmation about the plan

AT A
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[hetaifs of the retirement benefits costs in the consolidated scatements of comprehensive income are s follws:

2021 2020 2019
Current service cost {Fee Note 25) Fi13.500 PI0.565 Fl.121
Interest cost an relirement obligation
(zee Nowe 27) 4 H5 4,270 fa, BT
Interest incame on plan assets - [3.,728) (3,365)
Fagt service cost - plan amendme il [3,552] - -
fg.{m! FLLIOY FI17 343

Current ond past service coste are recognized onder “Retirement benefits costs”.
In 2021 and 2027, there wax o RBeticement Plan ameandment, cortailment nor settlement

The Group has 186 and 191 regular omployees covered under the Retirement Plan as at December 31, 2021 and 2020,
ridpectively.

Changes in the present valee ofretirement obligation are as follows:

2021 2020
Beglnining halanee PIOG.H34 rMTE115
Current seryvice cost [see Rote 25) 13,500 LI5S
listerest cost on retirement abligation [See Nobe 27 4,085 42790
Remeasurement loss [galn) arlsing from;
Financial assumptions [71.185) 149,331
Experiance adjustments (4,75%] [4:215)
Demagraplilc assumptions 22464 F
Benelits paid (362] (232}
Ending balance PGA.5TH F145834
Changeas in the fair value of plan assets are as follows:
2021 200
Beginning balanoe P07 53 P35,11E
Cantrlbutiong 22909 22,905
Actual return en plan assets:
Interast income on plan aceats 1,552 3728
Remeasurement oss - return on plan assets excluding
intorest income (2374) (770}
Benefits paid [362) _[232)
Ending balancs Pl 4T PHO, 753

Met petlrement obligation [retivement plan asset) recognized in the consolldated statements of flreanelal poasition are
as follows:

2021 2020
Present value of retirement abligation POGS7E Fl1O5E1S
Fair value of plan aseets {104.47H) (40,753}
Effoct of asset codling & 310 =
Met retivement obligation acguited Irom SNPS1 (see Nob: 37] Z.180 -

Eﬂ.ﬂﬂﬂ] P25.0d)
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The fair value of plan assets by each dass as at theend of the reporting period are as follows:

2021 2020
Cash and cash eguivalents:
Investreent in fovernment securithes Fah 148 P49301
Investment i equity seourities INAYG 270495
Investmient in debt securities 3600 1,000
Savings and tme deposit 1,302 B
O heers:
Marlcet pain - investment in eguity securities 3035 1,960
Market gain [las:] - investiment in government
sEcurites [452] 1,247
Marlcet gain [loss] - ivestment in debl securities 23 (1%
Imterast recesvaliles - net of trust fees L6 161
F104478 FA0,753
The main categaries of plan assets &= o percentge ofF the Birvalue of wal plan assets are a8 folows:
201 020
Investment in government seruritics BLIEV 62.59%,
Iwvestoent in equity securites 32.09% 35.90%
Investment [n debt securities 3ATY 1.22%
Cash and cash cquivalents 1. &4% 0.01%
fthers .23% (L%
TiHE, DG 100.00%

Investment In government securities includes investment in treasury bills Investment in equity securities pertaing to
unit imvestmant trust funds, Investrment in debt securities pertalis o Investment In bonds. Cash and cash equivalents
cansistof eavings and tme deposits, Others are in the form of interest receivakbiles, net of accraed trust fees payabbe

Details of the investment L egulty securitbes are as follows:

December 31, 20021
Carrying Wnrealkzed Decembar 31,
Amount Falr Value gai 2020
Inwestment in equity securities FE0,4T40 F13,501 PIO030 P27.005

The resirement truss fund assets are valued by the fund manager at fair walue wsing market-ro-market valiation. The
principal assumptions usedin determining retirerment cldigation for the defined retirement plan ane shown belaws

2021 20Z0 2019

Disooant Fans 5.03% 3E6% 5.61%
Salary increase rate 4.32% 10,00%; 10D 0¥
Turmawer rate 10,57%; at age 19 833% &t ape 19 BIPhatage 19
decreasing to 1.89%  decreasing to 203% at decreasing to 3.03% at

al age 55 apge 45 age 45

Assumptions regarding futvre mortality rate and disability mte are based an the 2017 Philipplne Inercompany
Mortality Tabls and The Misability Study, Period 2 Benefit 5, respectively, developed by the Society of Actuaries, which
provides separate rates for males and females,

The Retirement Plan Trustes kas no specific matching strategy between the plan-assems and the plan [@hilisies,
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The sensitivity analyses below have been determined based on yeaconably possible changes of each significant
assurmplion on the defined retirement benefits obligation at the end of the reporting peried, assuming all other
assumptons were held constant

Increase (Decrease) 2021 2020

Digcaunt rate + 10 bagis points (PS5 EL0) [T11.731]
=106 hasis polnts 695 13,941

Salary increase rate + 100 basis points o675 #12.06R
-101 hipsis points {5200} [11,221)

The Grvup expects to contribute at least P2E% millken to the defined benefit plan In 2024

Shown below is the maturity analysis of the undiscounted benefit payments as at December 31, 2021 and 2020;

2021 2020

Less than e [17 year P5,956 o T
e than one (1] year o fve [5) years IS5 HTY H,407
More than five (5] yearg 41,555 Ha318
PRI 390 "3".]:.253

The weighted average duration of the defived retrement benefits obligatbon &= gt December 31, 2021 and 2020 5
Gl vears and 121 years, respectively.

17

Leases

The Group has lease contracts for warious properties and eguipment used n it operations and office spaces. Leases
of office spaces generally have lease terms between three [3] and thirteen [13) years while the equipment has a kease
verm of twa [2) years {see Mote 8], The Group's obligations wnder its leases are secured by the lessor's titde to the
Ieased assets. Generally, the Group is restriced from assigning and subleasing the leased assets without the appraval
of besane,

The Group also has certain leage of pifice spaces and machineries and equipment with lease torms of baeive [12)
moniths or less. The Group applies the "short term lease” recognition sxemptions for thess leases,

The lollawing are the amounts recognized in consclidaved statemients of comprehensive incemme:

221 2020
[epreciation expense of right-of-uss assets included in
propacty and egilpiment {see Hote £) FaT, 109 F24,621
Interest sxpense on lease labilities [see Mate 27) 2E103 FAF
Expenses relating o slut term leases (see Motes 21 and 22] 1,138 B, 745
50,350 P35,405
The rollforwarid analysis of lease liabdlities follows:

2021 LA

Beginnlng balanes 4,081 P74, 193
Addidions JUE335 44,351
Inierest sxpense 22,103 SR
Payiments e . [101,551) [26,54)
Ending balance P5iG,S60 Fo4.081

LR IROTTET
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The current ancd noncurrent portion of the lease liahilites as st December 31, 2021 and 2020, desounted using
incremental borsowing rate are as follows:

2021 2020

Current portlon M54, 725 Po6,217
Nancurrent portion 447 243 AT BLE
PS0G6,9G8 FO DL

Sliwn belaw is the maturty analygis of the urdiscounted Base payrents a3 at Deember 313

2021 2020
Owe (1) year Paa,332 P, 148
Mire than one (1] yesr to two (2] years 64, BHD 27,755
Elace than twe (2] years to three (3) years &4, 80% 2,584
More than three (3] years to four (4] years 145,551 3,090
Mare than Fee {5] vears L97LT7T A 658

On November 6, 2018, the CF5F] executed a loase agreement with a lease term of two (2] years, in which the Group
has determined that the kease rransbers substantially all the risks and rewards bscidental to the ownership of the
equipment upen fnal payment at the end of the lease term. The lease agreement is classified as finance lease under
PAS 17 Upon adoption to FFRS 16, the Group reclassified the carmving amoiant of the “Fukance Jease llabilites" o
“Lease Habilittes” amounting to POE millben. The carrying amount of the finance leased ascet recognized undder
“Machinerics and Other Equipment” and reclassified to "Right-ofuse asset” upon adoption to PFRE 16 ameunting te
PL23 million (see Nale §), Tnierest axpense recognized amointing te nal, PUSES thousand, and P5254 theusand n
2021, 2020 and 2019, respectively. Asat Nowvember 11, 2020, wpon final payment of the lease, the carrying amount of
the “Right-ofuse asset” amountng to P72 million has been rochssified to "Machiperies and equipment”
{see Motes Band 14].

In August 2020, the Group entered into a finamos [eqse qgr\eem-:ntwilﬁ SEM Leasing with a lease tevm of two I{E}l VEANE,
i wikich the Group has determined that the lease transfers suhstantlally all the risks and rewsards incidental to the
aemership of the eguipment upsn final payment ab the end of tee lease weem ameuntng to P59 million. The
noncurrent portion of the lease lEabilidies as at December 31, 20271 and 2020 amountng to nil and PLLA millian,
respectively, Interest expense inoerred amounting to #2.6 milkon kn 2021 and PLI million in 2020,

In April 2021, the Group recogirized lease liability amounting to P24 million attributable to the Group's lease
agresment with 1SYG67 T Lamtholdings, Inc. for its newr office space for a pecied of wen (10 years starthng Apell 1, 2021
(zee Mate H), The noncurrent portion of the lease llablitles ameunting to P424.0 million as at December 31, 2021,
[nterest cxpenss incumred ameunting to 174 million in 202 1,

1A.

Other Noncurrent Liabdlites
2021 A
Previous stockholders of CRMEC Fi56,402 FlG6 463
BNV 165,566 165 5646
!"5;1.953 FRIZ029

Fmarbie o Previows Steckhoiders of CNMES org BNVET

I 2014, the Parent Company, SPNVI] and the steckholders of SPRVD executed & Deed of Assipnment whensin 5PNV
asslgned dts payable to the previcus stockholders of CNMEC and BRWI to the Parent Company amounting to
PREZ0N million. This is pursuamt to the Combrect to Sell pxecated an August b, 2015 [ Motz I]. This |5 nonlnterest
bearing and payable on the first shipment of [NC.
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19, Equity
Capital Stock
The Parent Company’s authorized and issued capital stock as at December 31, 2021 and 2020 are as follows:
2021 2020
Par valus PLIOG .05
Authorized shares 11,957,161, Hka 11,5957, HEl, 900G
Total authorized rapital stock P12,555020,001  P12555020,001
Igoed shares G,072,357,151 AOTEAST151
Total capital stock [amounts in thousand} P, 375,975 PEITE AT

The Parent Company only has one [1) class of common shares, The commen shares do not carry any right to fized
Incmme,

trerease I Authorfzed Copdial Stock

In 201 4, the Parent Company applied for an inorease in its authorized capital stock from P2,555.0 million divided it
TADDAKHL D00 commnpn shares with 3 par value of P05 per share to PLZ5550 million divided ngto 3507 1428572
comiman shares with a par value of 1035 per share. The increase in the suthorlzed copital stock as well as the issuance
of the 10463093371 common shares to the Thirteen Stockhodders in accordance with the Share Swap tranzaction
weas approved by the SEC on December 22, 2014 {zee Note 1)

Ax discwssed in Mote 1, the BOD and stackhelders of the Farent Company approved a capital restracharing through a
reverse stock split. 1n relation to this, the Parent Company applied for an increase inits authorized capital stock which
was appraved by the SEC on Nowvember 7, 2016, Out of the increases in capiti stock, an individual stoceholdes
subscribed a total of F20,0006.4 divided fnbo 149048 commen shares at a par valua of P1.05,

Follaw-na (ffering

On fuly 20, 2014, the Porent Company completad its follow-en offering of 250,000,000 common shares which resulted
inan incresse in capitl stock amaunting to F2E2.5 million, O the same date, all the §072 357,151 1ssued shares of
the Parent Company, including the eommon shaves isued (0 acoordance with the Share Swap transaction approved by
the SEC on December 22, 2014, private placement and Follow-cn offer shares, are listed in the PSE.

Tha followdng table summarizes tha track record of registrations of semurties ander the SRE

Reglstration Esswn Mifer kumber af

‘Transaction Subscribers Daibe Price Shares
[nitkal reglatration Varfous Qetober 19%4 f1.50 5,000,000
Additional registration Varinns Zeptember 1996 - 150,000, 00
Exempt fraem negletration Yarious Decomber 1998 - 305,510 DI
Exempt from registration Twoindividuals  fune 2013 3% 2,000, ik
Additional registration Variows July 2018 20T 250,000, 4k
725081 0(HK

ARIC
The completion of the Parent Comipany's follow-on offering of 25H000,0000 common shares resulted tn the

recopnition of APIC amounting to #2550 million, The offer price and par valve per share amownting ta FLO7 and
P05 respectively, The transaction costs directlyattributable to the issuwnce of new common shares from the follow-
on offering amouniing to F15.0 milllon were deducted from the AFIC

Special Stock Grant

The stock grant agreement in relation to the Emplover Stock Option Master Plan was executed an December 28, 2018
and December 27, 2017, the grant dates, between the Parent Company and the grantees. The foir value of the shares
ot Decernher 28, 2018 and December 27, 2017 was PLET aind FLE2, vespectively, taking inte consideration the terms
and corditions of the stock grant. A tetal of 20,000,000 treasury shares of the Parent Company consisting of 9,900,000
and 1100000 treasory shares was granted to PGMC in 20048 and 2017, pespectively. The treasury shores were
subsequently Esued by POME to its employvecs as recognition for thelr past services, The basic terms and conditions
of the stock prant are as follows:

#  The participants of the special stock grant are the officers and emplayees af its sigaificanty owned subskliries
as sebected and appreoved by the Compensation Comppitiee,
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s The shares granted ander the 2007 Planwill 1 registered n tse employes's name and will have a lock-in period
of twe (2] years from the date of grant,

» Asthe owier of record, the emplayes will have the Fight to vete shares and recelve dividends, and

e« During the lock-in period, such shares of stocks granted may not be gold, sssipned, mensferred, pledged,
hypothecated, or ntherwlse encumbered or disposed of, Pursuant to this, the certificate covering the shares of
stock will be beld in escrow by the designated escrow apent and will be released at the end of the Ieck-in period.

Mo stock grant eapense was recognized In 2021, 2020 and 201%,

Betained Barnings

On December 16, 2019, PGMOS, a subsidiory, BOD and stockholders approved the declaration of cuh dividends
amounting to ®A5 per share to stockhokders of record as at December 15, 2019 ta be paid not later than lamaary 2020
amounting oo P2 2005 million. The dividends were settied by offeprting PGME's subscription recedvable amoenting
P150.0 millinn and cash advances to stackholders under “Advances to related parties” amounting 1 FZ,051.2 million.
Cash dividends Fﬂﬁl_‘ﬂﬂ arising fraom the tranmction amaunting te PEA million a8 at Decerabar 31, 2019,

On December 30, 2020, PGMOCS, & subsiciary. BOD and stockholders approved the declaration of cash dividends
amainting to PA7.50 per share to stockholders of record as at Decamber 30, 20200 be paid not tater than March 2021
amaunting 1o F1,230.2 million, The dividends were seatled by offsetting the cash advaness to stockholders under
“Aibmnces ta related parti=s® amounting to 21,1706 millien. As at Decermber 31, 2028, the cash dividends payalde
amouning oo P02 milEon [see Nobe 29

On May L7 2021, the BOD of the Pavesat Company approved the declaration of cash dividends at MU0 per share,
subject to the Parent Company’s withholding of applicable taxes, for stockholders of record as of June 15, 2021 and its
pavment notlater than July %, 2021, The cash dividends ameunting to 32 1,0 million was taken out of the wnrestriced
earnings of the Farent Corpany as at December 31, 2020, Pordon of the cash dividends payable was settled by
offsetting the cash advances te stockhelders classified snder "Advances to related parties’ amountng oo
FI02.4 million,

On December 31, 2021 POGMC's, A subsidiary, BOD and steckholders approved the declaradon of cash dividends
amouning to P57.00 per share, subjeck to POMC's withholding of applicable taxes, for stockhsdders ot recard as at
Decermbar 31, 2021 to be paid not Later than March 31, 2022, The cash dividends amaounting o F1476.3 millivn was
taken out of the unrestricted eamings of PGMLE a2 at December 31, 2021, Porden of the cash dividends payable was
settled by offsetting the cash advances to the Parent Company amounting to 71,4426 million, Asat December 31,
2021, the cash dividends payable amounting to $33.5 million (==& Note 29).

As of December 31, 2021, retained camings include the accumulated equity in undistributed net earnings of
suhsidEaries and associates amounting oo P2531.2 millicn which i3 not available for dividend declaration by the Parent
Company until declared by the investee companies, Retalned earnings are further restricted for the payment of
dividends to the sxtent of the cost of treasery sharcs

In accordance with Revised SRC 68, Annex 66-C, the Parent Company’s retained earnings available for dividend
declaration amounsing w0 P31 million and PZ.250.4 million a3 at Decernber 31, 2021 and 2020, respectively,

HCI
2021
SHPSI PGMC Taial
Fercentage of ownership 25.87% D.02%,
Acquizition of ENSP]

[soe Motes 9 and 37) PESGGAY P356,639
Issuanee of mpital stack - EE 4
Retained earnings, beginning - 59 59
Total comprehensive income

abtriliutatle ta NCI - AHa 4G
Cash dividend - [254] [254]
Tatal PFis6639 Pa5T P357,296

AR RIR



0n November 9, 202 1. the Parent Company acquired additional 457 and 40% imerest in F3C and F3LE respectively,
fer a consideration armpunting to F30.1 million and #7.5 milllan, respectvely. The carrying ameunt af the MG on FSG
and FSLEC an the acguisition date amounting to F24.3 millien and 6.3 million, respectively, The difference between
the consideration and mr_r}-ing amountof Tl in FSC and FSLE amaunting o a3 million aind ML 7 millon. lE!Fll':EH'L'E]‘!.I.
was pecognized as deducton from the retained earnings attelbutable to the Parent Compsmy,

ZDED
FiC FELE ORI Tatal

Percentage of ownersiip S 410,00 % DA%
lesuanes of caplral stock P02 F7.500 Pibdh L gets B |
Retaimed earnings, beginning {3.032) [1.462] L1nE) [+.596)
Total comprehensive income

[loss] artributabla to NCI (3.312) i a75 (2,17
Cash dividend - (214] {214]
Total 421 i B Pi5 P3L5ET

The dividend declared- attributable to PGMTs NCHin relation to its dividend declaration amounting to P03 million and
P12 mnillion &% at December 31, 2021 amd 2020, respectively.

Treasury Shares

In 2021 and 2020, the Parent Company purchased a total of 126,862,000 common shares amounting to F367.2 millicn
and 137,035,000 common shares amoumting to F346.0 millivre respectively, This is pursuant to the Share Buyhack
Program which was appeoved by the BOD oo June 29, 2016 and May 15, 2018, The estimated number of shares for re-
purchase, appreved and authorized by the BOD 5 wp to ten percent {10%)] and an additional five pereent (5%) of the
tota! nutstandi np shares of the Parent [.l:lmpu.rl.}r. rcspﬂ:l:il.r.l:,'. i Decembier 22, 2020, the BOD apprnl.redm hl.'l].l' back
an addivional five percent (5% of the Parent Company's sutstanding shares for three [3) years at market price. 45 at
December 31, 2021 and 20240, the Parent Company repurchosed about to 13% and 1 1% of its total outstanding shares,

respeclivaly,

The Parent Company has Bo2 (44,922 shares amounting to #1,912.8 millien and 735182322 shares amounting to
B L5HES million in weasury shares as at December 31, 2021 and 2020, respectively,

Equity Beserve

As atJuly 1, 2013, 35 3 result of the roverse acquisition, the "Equity reserve™ sccount repressnts the difference bebween
the begal capital [Le, the number and tppe af “Capital steck® Bgued, "APICT and “Treasury shares™) of the begal acquirer
(GFHI and accountng acqulrer (PGMCL Subsequent toJuly 1, 2083 up to the date of the Share Swap transaction, the
movements of the equii:.r.:l:rnunl:s of PGMEC E11:||.1|:| Are a-d.jushnd to “Eguity reserva”,

Below s the sumimary of the movements of the "Equlty reserve” accoumnt:

Legal capiral of MGME (Accounting acquirer]:

Capital stock, net of HCLoF P15 F7O0,1H4
Lepgal capital of GFRI (legal aogubrer);

Capttal stock {2.257.472]

APLE (127,171)
lsguwance ol stack by GFMI (143,901
Treasury shares 14
Batanee agat June 30, 2013 (1.878,341)
Movement =
Balance asan June 30, 2014 (1.878,341]
Issuance of stock by GFMI through Share Swap [5,357,204]
Assumption and cancellation of GFNI receivables [2,589,721]
Acquisition ol net Gasers of the acounting acquloes [GENL) 2.4605,484
Application of pquity reserve to APIC and retained earnings T.210807
Issuance of stock by PGMET .00
Ealance as ab December 31, 2014
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20 EPS

The following reflects the income and share data used in the basic and diluted EFS compuiztions:

021 2020 Z0ih
Met income atfributahle to commnn
shareliolders [ampunts in thousands) 1,949,853 PLBE?,572 ™1.307,772
Weighted average nomber of commen shares
putstanding for basic EPS 5,230,124154 5466090863 5512,298,E686
Bagic/diluted EFS PR PO.34 PO.24

Ag ar December 31, 2021, 2020 ard 201 %, there are no potertially dilutive commen shares.

21,

Cast of Sales

2021 2020 20149
Contract hire (see Notes & and 1F) FL53H,TRE F1E75610 F1,935.540

Depreciation, depletdon and
amartization (ses Note 26) 271,48 PR THLESD
Persomnel casts (see Note 25) 200 HES TAT.138 177,724
Exviranmentil protection costs 55844 I1 857 53,003
Community relations RXALT BTG 51.343
Fuel, oil and lubebeamts 5k821 2483 T304
Manning services 21,690 20927 21,134
Repairs and maknbenanos 21,047 2811 23567
Operatlons sverhead 1,090 11,154 IEWH
.ﬂ.:mr‘inu and |aboratory 16273 245043 249359
Rentals (see Mate 17 - 6933 33273
Qther charges IB65T 16342 29,119
P2, 287,003 P2 36014 P27

Contract lire pertaing te the services offered by the contractors related tethe mining operating activities of the Group,
The services inchade, but are not limited to, ore extraction and beneficiation, hauling and equipment rental

Operatiens twerhead Includes, but are not Hmited to, materials and supplies. travel and transportation expenses and
other miscsllanesus |:I1a.rgr.x.

Other charges related to operations include, but are not limitéd Lo, power and utilitles, Insurance, dey docking,
inatertals, supplies and spave parts agency fees, health and safety expenses in the mine site, Philippine ports autharity
usage fees, Heense fees an:d taxes, and service fess,
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22, General and Administrative

2021 2020 20149
Personnel costs [see Note 25) F234.055 P27 066 P150.563
Taxes and Heenses 145 60T 118559 124,089
Dwprociation [sere Motk 26] D005 5,163 50474
Duksidle secvices ad 415 L 700 S0
Marketing and entertainment 4% 960 b 554 1B TH5
Consultancy fres 45,030 432103 GE T
Repairs and mainterance 30,356/ LiE 5495 IB.1.24
Travel and ransportaton 10536 13,8497 23,384
Fuel, oil and lubricants 11,165 4,999 7545
iMfice supplies 5,785 5817 5,255
LCommmunication 4,376 44873 4,790
M Imr:.‘hip and ml‘.-!ﬂ‘_'riptiun 4, 544 4,143 5173
Rentals [3ee Note 17) 1,138 1812 2051
Provision for Impaicment losses on:
Other nopeurrent assets (see Mote 12) 3891 155871 =
Ioventortes (see Mote &) 1577 = 5,953
Other charges 31,757 25,049 o3
F734,247 Fo4345 PFi75.242

Other charges include, but are oot Bmited to, sponsorship, freight and defivery charges, and other miscellaneous
EX[ETIEES.

234, BExeise Taxes and Royalties

2021 2020 2019

Rn],'a]rie'.' +ix:
Clalm-owners [ses Note 13 FI56,720 294,854 F230099
Government 350,011 330,134 ANEATS
GG 71,345 55,735 63,0°F2
Exclse taxes 285,381 264,107 244,391
ri1.043.457 P959,034 Pﬂéiﬁi?

The Greup &5 paying rovalty fees to CMDC eguivalent to two percent [2%) to live percent {3%] of gross receipts in
2021, 2020 and 2019, The Greup is alse paying rovalty fees to ICC equivalent tooa minbmum of one pereent (1% ol

the pross autput from the miting operatlans,

The Group, in accardance with DENRE Administrative Grder Mo, 96-40, Series 1996, on the Revised Implementing Rules

and Regulations of A No, 7842, is required to pay to the Philippine Government the following:

A royalty tax of five percent [5%]) of the market value of the groge autput of the minerals/mineral products
extracted or produced froan its Serigao mines to the DENR-MGE
An excise tax of four percent (4%) af the macket valwe of the gross output of the mimerals/mineral producty
extracied or produced from 1E2 Surbgag mines te the BIR

A5 at December 31, 2021 and 2020 axcise taxas and ragalthes payable nmoimting to 287 millien and P79 million,
respectively [ses Note T3]
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24, Shipping and Distribution

2021 2020 2019

Barging charges FZ292 304 P300,050 Fa9a502
Stevedering charges and shipping expenses 61,271 4,345 47 881
Covernment fers 35,161 AZA87 31573
Personnel costs (s Note 25) 31,578 25438 22874
Fuel. oil and lubricants 29433 16,907 19,9856
Supplics 2424 1306 896
Repairs and maintenance and others 584 L1 L]
P452,755 Fd 31,100 P24 BOZ

Barging charges pertait o expenses incuered from sermicss provided by external shipping companies to transpaort
nkchkel ora from the Growp's causeway (bargo] to the foreipn vessels

5. Personnel Costs

2021 20210 201%

Snlaries and wages P395.879 PAGES23 PIZR A0
Retirgment beneiits costs (sev Note 146 13500 LB 565 I4121
Other employes banefits 57139 50554 41,231
Fab6 510 M1 %642 P45, 161

Other employes bapefits pertaln to various benpeflts given to employees which are indisldually immaterial,

Persompe] cost waps distributed a5 Follows

2021 20120 202

Cost of sales (zes Mote 21 P2O0OERS FIET,138 PI177.724

General and administrative (see Nate 22) 234 055 2T (b 251,563

shipping and distribution [see Mota £4] 31,578 2543148 24,874
PAG6 518 PRl GEL H5+,!E_

26, Depredation, Depletion and Amortization

The amounts of depreciatdon. depbetion and amortization expense are distributed az followes:

znz1 2k 2019
Cost af sales (see Netes B, 10, 12 and 21} F271,448 F2R0,551 Fa40,051
General and administrative
[sec Motes B and 22] Qi k05 50163 50478
361,453 PI40,714 F391,130
27, Finance Costs
2l 20240 2014
Interest expense (s Mates 14, 16and 17) PEDOTZE P2 175 PoXo50
Accrstion interest on provision for mine
rahabilitatlon and decommissloning
[ee Mate 15] B171 B.171 11,73%
Bank charges (] | 4576 7687
P65, 174 P544922 PRI 0EL
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24, ther Incomie [Charges) - net

2021 DI 2019
lemurrage - net [PoH6,B3L) [Fa2.503) (14,934]
Forelgn exchange gains [hesses] - net 39,584 (43.977] (12,447]
Goln onextinputzhment of debt 15,704 ~
Reversal of prowision for ECL [5es Note 5] - H0,15%
Loss an disposals of property and equlpment
[see Note £} = [147)
Dthers 1,739 2102 14
(F519.825]) (P44, 4640] E?ﬁl."p'ﬂg'l
Breakdown af net foreign exchange gains [losses) 1s as follaws:
2021 2020 2019
Met realized foreign exchange gains (Iosses) F139 (P42 544) [P3E9%0)
Urreatized forelgn excliange galns {losses] ai
Cash 41,714 (24.935) [(1.675)
Loans payahle [sec Note 14) (G AB0) 28,943 ZHAG6
Trade and otlwer payables 1044 (3,953] 584
Trode and other receivables (48) [634] [3,720]
Prepayments and ather current assats = [BE4] -
Oither noncuryent assets LZ15 2 [854)
F39,584 [F43.977) [#12.487)

Met demurrage represents theamauns paidfreceived by the Group voy/from the buver when the shipment loading is

delayved fahead af the alloweable ]a:,.'lhne.

24,

Related Party Disclosures

lelated party relatienehip exlsts when one party has the ability to control, directly, or indifectly thecugh one or more
intermediaries, the other party or pxercise significant influgnce gver the other party in making fnanclal and operating

decizione Such a relatlonsup alss exios between andfor among entitbes, which ars under common contral with the

reporing enterprises and its key management personmel, directors or its stockholders,

Set out on the next page are the Group’s transsctons with related parties in 2021, 2020 and 2019, including the
corresponding assets and labilites arising feom the said teansactions as at December 31, 2021 and 2020 In
congldering each related party reladionship, attention is directed to the substapce of the relationship, and not merely

the leps] form,
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The sumimary of sipmificant transactions and secount balances with related parias are a5 folbows:

il entered into several ore supply sales agresments with PGMC for the purchase of nicke| ore amounting o
F2,790.3 milliom, P2 970.0 million and F2691.7 million in 2021, 2020 and 2019, respectively,

The Parent Company, PGMC and the stockbislders of SENVE executed variows Deed of Assignments wherein PGHC
asstpned all the rights, sithe, and interest for the gash advances made by PGMC to SPNV], amounting to F1e281
million at at December 31, 2015 o the Parent Compaiy.

In 2016, the Parent Company, PGME, 5PNV and the stockhalders of SPMVI executed another Deed of Assignments
whersia 5PNV assigned its paynble 1o BNV, payable to the previous stockhnlders of CRMEC and the remainkng
payable to stockholders of SFNYL to the Parent Company amounting te PEEY3 million,

A gt December 31, 2021 amd 2020, these advances amounting to P2,17L0 million and PL174.0 milllon,
respectively, will form part of the purchase price for the acquisition of 5PNV purssant to the Contract b Soll
executed an August 6 2005 and are recorded under "Deposits foe future acquisition” (see Noto 1],

In the first quarter of 2021, PGME entered into a seven-month Time Clarter Agreement with PCSSC whearein the
latter will render barging services to the former for a monthly charter fee amounting ta #26 million per LCT,
sulyject to renewal ugon mutusl agreement of the parties. The charter fee incurred amounting o PA13 million,
FEZE million and PEO04 million in 2021, 2020, and 2009, respectively.

On Movember 9, 2016, the Parent Company entered inga 3 Deed of Guarantee with Baiyia Internatlonal Investment
Ltd [BIL) fo serve as a guarantor for the loan maede by INC, 2 subsidiary of 5PNV wikh BIIL. As guarantor, the
Parent Company, irrevocably-and conditionally, [ointly and severally guarantess ta BIIL the due and puncioal
payment anl perfermance af INC in all secured obligations, Also, the Parent Cospaty, undertakesto pay principal
ohligation of [MC, il INC fils 10 pay fts princlpal obltgation and any of the scoured ebligations, as if it was the
principal cbligor (see Mote 17, This Deed shall terminate on the date an which the secured obligations are
irrewncably satisfied in Full. On Mevembes 17, 2021, INC has fully sattled Lte lonn te BO L. conspquently, the deed
of guarantee with BIIL is alsa terminated upon Rl settleowens afthe laan.

Om December 18, 24149, the Parent Company execated warious Decd of Assipnmeents of intercompzny balahces a
Fodlows:

o Deed of assignment executed with INC wherein INC assigned all i rights, @tles, and interests on its
advances to 551 In favor of the Parent Company amounting to F158.7 milllon,

& Deed of assignment executed with PGMC wherein PGMC assigned all its rights, titles, and interests on its
advanees in Fwor of the Parent Company amounting to POIE2 millien.

{n January 21, 2020, F5LC and FSC entered inte a lease agreement which allows FAC to occupy FSLEC'S parcel of
lamd located in Mariveles, Bataan for g period of twenty-five [25] years, repewable wpon muteal agreement of
both parties, and for 2 monthly conslderation: ameunting to P5.0 per square meter, The lease pericd will
commencs upon the start of commercial operations of FAC, Rental revenus eliminated amounting to P54 million
in Z0Z 1 and PS.0 millian in 2024,

On December 29, 2021 SNPS] entered into a loan agreement with POMC amointing to P00 milHon to assist the
farmers part developrment and aperations in Bataan. The loan i payable within ane {1] year from the execotion
af thie kran agreemeit aned is subject to an [nterest rate of seven porcent {75 per annuin.

On December 30, 2020, the PLMC's BOD and stockholders approvest the declaration of cash dividends ameunting
a3 P47.50 per share to stockholders of record as at Decomber 30, 2020 te be paid nok Laber than Mardh 31, 2021
amounting tn #1,230.Z million. The dividends veers s=ttled by offsetting the cash advances to stockholders under
"Advances o relared parties” amounting to L1706 million. As gt December 31, 2020, the cish dividensds
eliminated amounting to P5%7 million. The cash dividends payable was fully settled in 2021

On December 31, 2021, PGMC's BOD and stockholders approved the declsration of cash dividends amounting o
P57.00 per share for stockholders of record as at December 31, 2021 te be paid aot latér than March 31, 20022,
Poartion of the cash dividends pavable was seltled by oifseiting the cash advances to the Paront Company
amounting to PLA26 milllon. A=z at December 31, 2021, the cash dividends payable eliminated amaunting ta
PF33.5 mitllon,

LU
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i, The Group made advances to its related parties to suppars their warking capital requirements  As at
December 31, 2021 and 2020, advances to related parties amounting 1o F2,7635 milllon amd F2,7655 million,
respectively, were guaranteed by the major stockholder of tha Group's related parties. In the cvent these relared
parties are unable to settle the advances when demanded, the guarantor will pay the Labilities In which the
ahligations are expressed.

k. Eey management personnel arg those persons having autherity and responsibility for planaing, directing and
cantrolling the activities of the Graup, directly or ndieectly, ncluwding any divector [whether executive or
atherwise) of the Grouwp. The short-term benefits of key management porsennel of the Group in Z202L, 2020 and
2019 amounting to F744 million, #79, 3 millien and #97,1 million, respectively. The post-employiment benefits
of léy management personnel of the Geoup amounting to P41 million, P443 million and PR millkm in 2021,
2020 and 3%, respectively

i

Income Taxes

Corporaie Recarcrp and Tax fecentfves far Enserprises Aot ar "CREATE”
Prexident Bodrigo Mhaterte sign-r:rl inte law on March 26, 2021 the CREATE Act to attract more Investments and

imaimtain fiscal prsdence and stability In the Philippines. RA 11534 or the CREATE Act introduces reforms ta the
cRrpamte incene tax and incentives systems. It took effect 15 days alter its complete pubdication in the Officlal Gazette
o i & newspaper of general clrcalation or Aprdl 11, 2021

The lollowing are the key changes w the Philippine mx law parssant o the CREATE Act whilch have an tmpact on tho
Group:

#  Effectve fuly 1, 2020, RCIT e is reduced from 300 1 25% for domeste and resldent forelgn corpemtions. For
domistic cor porations with net taxable incorme rot exceeding Ph million and with total assets oot exceeding P100
milGon (exeluding land an which the business entiey's alflee, plant and equipment are sitaated) during the wxahle
year, the RCIT rate i reduced to 25%

w  MCIT mte is reducesd from 2% to 1% of pross income effective fuly 1, 2020 to Juste 30, 2023,

o [jualified expart enterpriges shall be entitled to four (4} to seven [7) years ITH to be followed by ten (107 years
5% special corporate income tax (SCIT) ar enhanced deductions [ED],

o Thualified domestic market enterprises shall be entitled to four (4) to seven (7] years ITH to be followed by five
[5] years EIL

Ag clavilied by the Philippine FRSC In it Phillppine Interpretations Committes QA No 2020-07, the CREATE Act was
not considered substantively enacted as at December 31, 2020 even though some of the provisions have retroactive
effect ta July 1, 2020, The passage of the CREATE Act inte Lew on March 26, 2021 is conaldered as & non-adjusting
subsequent event in 2020 Accordingly. current and deferred taxes as of and for the year ended Decenber 31, 2020
continued to be camparted and measired mlng the applicahle income tax rated as at Decesmber 31, 2020 [|.E'.. 0%
RCIT/ 2% MCIT) for Minancial reporting puirposes.

Applying the provisions of the CEEATE Act the Group's RAT and MCOIT rates were redweed to 25% and 1%,
respectively, in 2027, [naddition, the Group's deferncd taxes were reduced a= 8 result of the reduction o corporate

Income Bay rates,

Crrreirt and Deferred Toxes
The cumrent provision Tor income tax represents RCIT in 2021, 2020 amd 2019, [talso represents amaunts which are
expectad tibe paid t0 difarent teation authorities, the BIR and the Inland Revenwe Department (IRD} in HE

For the BIR, the reconciliation hetwesn income hefore income tax computed at the statutory incame @ rate and the
provigien for ingomes Wy ab te effecive bnceme tax cate as shown Ly the consolidated satements of comprebnnsive
Income 1= as follows:

2021 EDZD 2019
lncome before tax computed at statutory
incame tax rate PROGAGE FG39,525 fdl4473
Add {doduct] tax effects aft
Expiration af deferred tax assal on NOLDD Z#289 33273 15952
{Forward)
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N2l 2020 20149
Mondeductible supenses:
Share in net loss (Income] of
investmens in Associates F13.02%9 (F10,723] PiL 439
Taxes 1,903 1,449 5,399
Interest pxpenso 112 4l H13
Change in!
Ineoome tax rate (42,961 - -
Unrecopnived deforred tax assets [T.616) [8.556) [16.232)
Lnss on remeasurement ol investiment in
an assqciate 1356 -
Provision for impairment besses on inpas
YaT it ] 28,067 -
Interest income already subjected to finsl
tax [525) {£.043) (1,842
Accretlon lncome (173) - -
Dthers a7 65TH B
PIO7HDS LN [l F451 585

For tho IR, the reconcitiation betwesn income hefore Income tax computed at HE profit tax rate and the pravision far
freome tax ab the affective income tx rate as shown in the consolidated statements of comprehensive income is a8
folbowrs:

2021 A 24149
[neme before tax computed at HK profits tay
rates® af!
B.25% [First HKS 2.0 million} PLO4G P1O55 P10
16.5% [Ower HES 2.0 milbian) TB.Z9Y9 45,847 FERLLE
Audd {dedyct) tax cffects of:
Mondeductible sxpenses 1.714 2273 2,1a4
Montaxable lncome (45) (371} HEH]
[Mepreciation aliowances - (170} [2HE)
Dverprovision of tax in prior year - - 132}
Pai.013 Paa.6a34 P76516

The two-tiered profits ok reter regiore wos Jmplemented by the T80 commencing fromr the yeor of
assessmant 2028, T9 Undar the regioms, the flrst HKE 20 srlilion of profits hes bean taxed at 8.25% while the
remmriing profits contimeed fo b taxed @c the exfsbing 16 5% fax note,

The companents of the Group's net deferred tax assers ara ag follows:

20l 2020
Peferped tax assets;
Peovisdon for mine rehabilitation and decommissioning PTR.354 PURE,580
Allwanes For impalrment Tosses o
Trade and ather receivables el A 25 79.713
{nventorics 1.883 1.7BG
Depreciation of right-of-ose asset 18,778 4319
Cupmulative translation adjustiment directly recognized in
L - 15,272
Retiresment -I'Ih“ﬂ.aLiil:n recognized in prolit or loes 6,920 11213
Accrued taxes 2620 3380
NOLCD 2,298 2.757
MCIT - 52
F175.281 22102
Doeferred tax Labilities:
Undepleted asset retirement abligation {33,593) [55125)
|=ase payrments [15,3064) L3.746])
Betivament obligation directdy recognized in OC) { 14,568) {3,609

{Frrward ]
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2021 2020
Currency rranskation adjustment recegnized directly in

eI [P6,370] r-
Unrealized foreign exchanpe [osses - net (5.756) -
Rental ineome [2.614) {1,506}
Unrealized forelgn exchange gains - net [763] {3.890]
[79.02E] {7951

Dederred tax assets - not PG 253 53,132

On September 30, 2020, the BIR swed Revenve Regulatons (RR} Mo, 252020 implementing Section 4{bbbib) of
“Bayaniban to Recover As One Act” which states that the NOLCD incurred For taxable years 2020 and 2021 can be
carmied over and claimed as a deduction from gross income for the next five {5) consecutive tagable years immediately
folbowing the year of such loss. A3 a result of the enacoment of CREATE, the Group's deferred lax agsets and deferred
rax lakilities were lowered by PSU974 2 million and FEO million, respectively, in 2021,

As of December 31, 2021, the Group has incurred NOLOD before taxable year 2021 which can be elaimed as deduction
from the regular raxable inemme for the nact applicable tmable years, 26 follows:

HOLLO MOLCE
Applied Applied
¥oar Availment Previous NOLCO Current MOLCD
Incirmed Feriod Amount Year,s Expired Year Unapplled
2018 20E9-Z0Z1 97,153 - 3153 o £-
2014 2020-2022 75372 : = - 75322
#172475 P- 7,154 F75.322

Ao at December 31, 2021, the Group has incurred NOLOD which can be elatmed as deduction from the regular axable
ineome For the mest five {5) consecutive taxable vears pursuant to the Bayanihan to Becover As Dne Act, as follows:

NOLCO HOLCO

Applied Applied
Year Availment Previous NOLCD Current NOLCO
Incurred Periad Amount Yearyfs Expired Year  Unapplied
2020 PALPS e FA PG17IT Lo P- P PG1,737
2021 202226 +1,606 = = - 41,606
103,543 - P P103.341

The Groap does w0t have excess MCIT that canbe dlaimed as deduction feom income tx die a5 ot Decomber 31, 2021
and 2020

The Group has avalled of the emized deductions method inchiming itz dedoctions in 2021, 2020 and 2019,

31

Finam:ial Risk Mapagement Objectives and Pollcles and Capital Management

The Graup's Anancial instruments mainly consist of cash equivalents trade receivables, sdvances to contractors anmd
[nterest receivables under “Trade and other receivables®, advances to related partles and restricted cash under “Mther
noncurrent assets”, trade and other payables (excluding statutory payables), boans pavable, lease liahilities under PERS
16, advances from related parties and payshle to BNVI and previous stockholders of CNMEC which are under "Other
noncurrent Habilities”, The main purposs of these financial instruns=its s o raise fonds and maintain confnuity of
funding and financial Aexibility for the Group, The Geoup has other financial assers and labilities such as wade
recelvables and interest recelvable under "Trade and other receivables”, restricted cash previously under
“Frepayments and other ourrens assets” and currently under "Other noncurrent assets”, trade and ather payables and
advances froon related parctios, which divectly adse from (s operations

IR
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The main risks arising from the Group's Anancial Instruments are market, credic and Bguidity risk, The BOD and
management review and agree on the policies for managing each of these risks which are summarized below.

Market Klsk

Market rick iz the risle of lass to futupe earnings, to fair values or to Future cash flowes that may result lrom changes in
the price of a financial instroment The valiese of a inancial instrament may change a5 a result of changes in forelgn
awrrency exchange rates, interest rates and equlty prices.

Foraign Exclonge Rick
Foreipn exchange risk s the risk toeaenings artsing frem changes io forelan exchanpe rales,

The Group has wransactional currency expesures, The Groop’s exposure to felpn cwrrency risk portados e USE-
denominated and HES-denominated fnandal assets and lishilities which primarily arise from export sales of mineral
products, loan with TCH and ather loans payable

Ta mitigate the effects of fareign currency risk, the Group secks to accelerate the collection of forelgn curnency-
denominated receivables and the settbement of forelpn currency-denominated payables, whenever practicahle. Alsa,
forelgn cxchange movements are monitored on a dally basls via Bonlers Association of the Philippines for 153-
denmninated accounts and Bangko Sental ng PiGipinas or HES-denaminated acceuts,

The Group's foreign currency-denominated financial assets and labilities and their Philippine Peso equivalents ax at
December 21, 2021 and 2020are as folbows:

2021 2020
uss HIS Peso 55 HES Fesn
Amaunt Amount  Equivalent Amount Amiount Erusilent
Financial Assets:
Cash in hanles US532. 432 HES257907 F2.770,083 UEE21, 108 HESIR1A3G Pl EB00ES]
Trmle receivaliles 3,582 BY926 289803 1,166 1,785 105463
fostricted cash
previmesly under
“Prepaymmeeit andd
okher curvent
assers” amd
currently under
*ither
noncerent
AB5LEE” 1 11,785 TTATG 1 29,14 LB A
USE36 005 HESZITEG6LE 13087 062 USE3075 HEFI12769  FI,086763
2021 2020
Lss HE= eso 1533 HES Prese

Amonng Amaunt  Equivalent Ampunt Amaunt Equivalent

Financial Llabdliities:

Trade amd other
|113,-=|1-'|-=x USSZ2 632 HEETES P13R,620 Uss1.223 HE£213 PLR692T
Loans pavable 15,000 - 450,216 5,375 - 450,216
17632 T63 GARAG 5% 213 BAT 143
Met Financinl Assets
’I..I'.l.h'i]lli.ﬂ] USS1E383 HEKE277 455 PRAYNZZ0 USEI2 477 HE$212.554 Pl499.819

The exchange rates used for the conversion of 55100 to pesa equibvalent ware P50.77 and P48.04 a5 at December 31,
2021 and 2020, respectively. The sechanpe rates used for the conversion of HESLO00 to peso equivalent were PS5
atd PELT as at December 11, 2021 -and 2020, respectively.

AL AT AU
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The fedlowing tehle demonstrates the sensitivity to a reasonably possible changes in the US55 and HES exchange rates,
with all other vardables held constant, of the Group's income befere income = {des to changes in revaluation of
lMnamwcial assets and Habkdlities] for the years ended December 31,2021, 2020 and 2019,

U5E Eifect an Income HK% Effect an Incoma

Appreciates) Before [ncomme Tax Appraclatesf  Before [nosme Tax

Depreciatas by Uss Depreciates by HES

December 31, 2021 [31] [Fo,607) (03} [Fa614]
¥ 11,921 LR 18450

Mecember 31, 2020 (h47) (FRYZE22) {0325 (F340,098)
Q.04 170,985 .36 380,568

Nepember 31, 2019 (0.63) Pa1042 (07 Fi0,A25
061 [29,934] (.08 (H0,371]

There is no ather effect on the Geeup®s equity other than those already affecting the consclidated swatements of
comprehern sive inoime,

Inrerest Rake Risi
Interest male Hek is the risk thar the Gir value of futee cash Aows of a financial insmrument will Muctuate because of
changes Inmarket interast rates.

The Growgy's exposune to the visk for changes in intered primarily relates oo (s loan with banks with fleating interest
rate,

The Growp regularly monlvers inberest rates movesments 10 assess exposure (mpact, Manapement believes that cash
pensrated from operations is sufficient to pay its oblipations under the lnan sgresments as they Bl due,

The terms and maturity profile pfthe interes-bearing financlal assets and liabilities as af December 31, 202 1 and 2020,
together with thefr covresponding nominal interest rate and carvying values ave shovwn in dhe following rable:

Mominal  Leszthan Gin 12 1iaZ2 More ithan

L0211 Interest Hate & Months Months Years 2 Years Tokal

Cash in banks Various P*3 748037 - - F- Fi74BA37
Short-term cash
investimenis 15060 721209 - - - 72129
Loans Payalkle 6.3% bo T.5%% - - - - -
9.5 Y% - - - - -
LIBOR plus 3.5% - Q5201 120 403 4TH, 006 To1.610
5008 40 880 - - - 89 880
TA2-T145% 47,766 - - - 47, Thh
Mominal Less than R TR e 1tod More than
2020 [aterest Rate G Manths Maonths Yeurs ZY¥eirs Total
Cash in banks Varsus P23ATA67A - - *-  PF23TAATH
Shart-term cash 1.5%%0-6% 71,979 - = - 71979
investenTs

Loans Payable 6,3 % o 5.55% S 1R% 511 5,701
9504 2oB1 1,469 - - & 4511
LIEGH plus 3.5% 450,337 - - - 450,537
45019 - =
T12-7. 149, - = = = =
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The folfowing tabde sets forth, bor the woear Indicated, the impact of a reasorably pessible change in nterest rate for the
vears ended Tecember 31, 2021, 2020 and 2019 in the consalidated statements of comprehensive income (through
the impact of Moating rate borrewings):

Increase/ Decrease in Effect on Incoame

Bagis Puints Before Incomse Tax

December 31, 2021 #1HD [FZ0,209)
= 1M 29,404

Meeemher 31, 1020 +100 [F10,502)
=1 19,942

December 31, 2015 +inm (PR E4E)
~11{HF 6,46

There = na ather effect an the Group’s equity other than those altready affecting the copsolidated staternents of
comprehensiva inoome,

Equlty Prive Risk

Equity prive risk Is the risk to earndngs or capltal arising from changes in stock prices relating to the Group's quoted
erpuily instrument in OPRGL which is traded in the PSE and classified as "Financial asset at FVDCE undes "Diher
noncurrent agsers”,

Thi= Group's palicy is ta maintain the risk to an acceptable level Movernent instiare price is regularly monttared to
iletermine the effect on the Group's Anamdal pesitlon

The table below shows the sensitivity boa reasonably possible change I equity prices on g ueted eouity Instrument as
at December 31, 2021 angd 2030, The equity impace is arrved vsing the reasenably possible change of the relevant
mierket indices and the specific adjusted beta of each stock the Group helds. Adjusted heta i te forecasted measure
of the volatlity of a security or 4 pordolie in comparisen o the market as a wholz,

Average Change bn Sensitivity

Mariet Indices b Eqquity

IS | {Z.04%) Fi7
£.04% 157]

2020 [1.54%] rza
15485 (29

Credit risk s the sk that a counterpardy will not meet is abligations uoder & fnancgal Istrument o custemes
contract, leading toa financlal loss. The Group Is exposed to credit rlsk from its operating activities [primarily for trade
receivables) and from iks financing activities, including depasits in banks and financial institutions, foreign exchangs
transacticns and other fanckal instrmrens,

The Group only trades with recogirized, reputable and eredineocthy third parties andfor only transaces with
instltutlons and/or banks which have demonstrated flnanclal soundmess [t ks the Group's policy that all customers
whio wish o trsde vn credif tenms are subject to credit verification procedares, Inaddition, export bupers are regui ped
to pay via LC lsgaed by repitable banke with the recule that Growp's sxposurs to Bad debits is not significant. Also, the
Group, In somie clrcumstances, regulres advances from oastomers. Since the Group enly frades with recegnized third
|,:|.i|:1,'r_s.|'.‘1|:rr. is no reguiremnent for collateral,

Craait Misk Exposure

With respect to oredit risk arisiog from cash and cash equivalents, trde and ether receivables, advanees to related
partles, restricted cash and finaiclal assets st FWOC] under “Oalier ponoureent assets®, the Group's exposurs o cpedit
risk arises from default of the counterparty, with & maximum exposure equal to the carrving amount of these
instrmems.

Lashin banks, Restricted cesh and Finenclal assets of FVOC iader “Oher noncurrent axser”

In dessrmining the eredit vish exposure o cash in banks, restricted Geh and fnancial assets at FVOC! under "Other
noncurrent assel, the Groap has establiched probahility of defaslt rates based onavallable credle ratings published by
third-party credit rating agenoes. The credit ratinge already considered the forward-looking infarmatian, When a
counterparty does nod have published credit ravings, the Groap bepclimardos the credit ratings of comparabls
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comipanies, adjusted to account for the difference In size and other velevant metdcs. While cash in banks and shart=
ferm cash investments are also siulsject to the impairment requirements of PFRS 9, the identified impairment lass was
immaterial

Tradeand ether recelvalies

For trade and other receivablss, an impairment analysis is performed ateach reparting date using a provisien matriz
to measure ECL The provision rates are based on days past due for groupings of varleus costomsr segments with
similar loss patterns. The caleulation reflects the probability-weighted outcome, the time value of money and
reasenahle and sipportables information that is available at the repacting date about past events, current condltone
and forecasts of future sconomic conditions, The reaximum exposwra to credit risk ot the reporting date is the farrying
vahee of each class of financial assets. Allowance for ECL on trade and other receivables amounting to 265.7 million as
ar December 31, 2021 and 2020

Below 15 the ECL for trade and other receivables:

Lessthan  Lessthan  Lessthan  More than

2021 Current 30 days Gl days B0 davs il days Tutal
Expected credit lnss rate L L) 0% 0% 1%
Estimated total gross

careying amdaunt as

defaal b Pe3 340 = P *- P265,7T12  PIZYW,060
ECL Pa3 A4 - - P-  P265 712 F129.060

lessthan  Lessthan laess than More than

2020 Current 3 daiya il cliays a0 s W days Tatal
Expected credit lnss rate it nag 00 (1 L] 100%%
Estimated tatal grosze

carTylng amount as

telault F126727 P- PF- - PE-EEF'."]E PEIE439
ECL 26727 T - - F265,712 PIVZA3Y

Ashvances to refared parties

ECL on adwances to reloted parties are ascecced based on either 12-manth or lifetime BECL The Group considers
reasomzble and supportable information such as kistodcal experiencs and forward-looking information available at
each reporting perlod te determine whether there has been a significant Increase in credit risk singe initial recognition,
The Group determings the realizable amount of advances to related partiss hased on cashflow forecast, which indudes
the use af projected sales walime, cammodity prless, production coste spd foreign exchange rates The allewance far
ECL pn relatod partes is nil since the Group’s expected cash Aows to be recejved excesds the contractual cash flows
due.

Credit Qualily af Financial Azsets

The credit quality of Mnancial assets is managed by the Groug using credt vatings and is classified ioto theee: High
grade, which has no istory of default; Standard grade, which pertains toacoounts with history of one or two defaules;
and Substandard grasde, which pertains to accounts with kistory af at least three payment defaults or no repayment
dates,

Aovordingly, the Gromp has assessed the credit quality ol the following linanclal assats:

#  Cash in banks, short-term cash investments, Interest recebvable and restricted cash are considered hiph prade
since these are deposited indor to be received from local and forcign banks

¢  Trade recedvables, which mainly pertain from =ale of nickel ore, are assessed as high prade sinee the customers
have gond financial capacity, Trade receivables which are not foresesn to be collected have already been inpaired
amcd &re classi feed as substandard grasde.

»  Advances to cortractors are curreatly assessed ag substandard grade since these have no repayment dates
thiese have already been Impalred.

o Amounts owed by velated parties ave advances that are due and demandable. The advances are secured with
financial guarantes contract, Management assesses the quality of these assets as high grade,

¢ Financial asset at FYOCL under "Other noncurrent assets” 15 an investmont that can be traded to and from
rompanizs with goed fi nancial capacity, making the investment secured and realizable, Managementassessed the
iptealiby of this asset ag lkigh geade,

AR
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The Group has no significant concentration of credit risk (o relation o 1t Ananclal ageets. The Graup’s maxlmiem
exposure o credit risk for i linancial assets as at Decomber 31, 2021 and 2020 15 the carrying amounts as per the
statement of financkal positon,

Liquidity risk arises from the possibility that the Group may encounter difficulties in raising funds b mest
cammitments from financial instruments

The Group's objective is to malntain sufficient funding to finance mining activities through intermnally genecated funds
and availment of existing oredit lines with hanks. The Group considers irs avallable funds and its Houidity in mesaging
its long-tevm financial requirements, For its shoct-term Rinding, the Group's policy is to ensure that there are sufficient
capital inflaws to match repayments of short-term debts. The Group regulary evaluates its projected and actial cash
flow Information and continuausly assesses conditions in the Anancial markess

The Gables helow summarize the maturity profile of the Group's finascial labilites as at December 31, 2021 and
20Z0 bazed on contrachual undiscounted paymenss,

Lias thoan 3 3o b Lo 12 12  More than
EOZ1 O Desmand Hu@ Months Mnaths YRArs I Years Tl
Lvans Payable F137h40 P- F- FO5.201 FLO0, 403 PATE, B PO9S 256
‘Trude and ather
pavables:
Trade® bl ] i - - - - - Sk, Ed
Arcrued e et i EE - - - - - 3E307
Nontrade 20,424 - = - - - T4 26
Dividenala payable 21,562 - - - - - 21,5632
Interest payahle S.062 - E EN p = 5,662
Advances (rom
rolated parties 235,861 - - . = 5 i LT |
Otker nancurrent
|Eailuibicias:
Payahle to
sicckhedders
of CHMEC = = - E F50,402 - 356402
Pavubile o HNVE - - - - 165 566 - 145 565
Tatal I‘!ﬂﬂﬂ.-bﬁ? - F- P35201 FT];-:_E?T PA76,006 P2 319245
*Exclealng paovabies to goveriine
Lims than 3 L1 &t 12 i1to 2 Bore than
pLaie] D Demand I'-‘lnnl:i_g: fdanths Hnnchs Yaars 2 Yoars Tuatal
Leans Payubile *- 4,313 Fao4. 194 F1L9HD - - P& 45T
Trade and other
payaad;
Trade* L, G50 - - - - 1650
SMvaeces from
Hiaarong LB, 596 = = - = - 1GE. 595
Arcraed
g R 45,276 - - - - - 4517
Ko 13,2591 - - - - - 13,291
Dividend payahle 202348 - - - - - 20,250
Interest payahble E - - - - - =
Advances frem related
parties 34,535 - - - - - 4,516
cieher womcurran
Ledhiliniag:
Fayahle
stockholders of
CHMEL - - - - 566463 - J6b el
Fayakie (o BNV - - - . 165,50 < 165 366
Taral PT50,587 F‘l:.:]]]‘ E‘Edllgi [f_‘I.'EI'-EI} !"_‘u‘:'I;'.‘:I.:lEH- - 743103

*Exciudlog prapabales pa government
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The tsbles belasw summarize the maturity prafiie of the fnancial assets weed by the Group manage its lquidity risk

A5 A1 December 31, 2021 and 20240,

Less than Atoi Gin 12 Tto2  More than
2021 O Diemannsl 3 Monihs fomths  Months Vears 2 ¥ears Tkl
Cashand cazh
eijubralernits:
Caghon kand FLO11 L - F- P- P= 1011
Cash in banks 3748017 - - - - - 2,748,037
Short-lerin cash
investments F2.1x5 - - - - - T%,129
Trade amd other
receivables:
Trade recoivakle 2P, 2600 - - - - - 209,260
Advances by
Coatractneg 52,5EH - - - - - Q.54
Oificers, employers,
und nthers 27,212 = - - - - 27,212
Advandes b Felibed
partes
Stk lakileis 1LAGT, 305 - - - - = 1, 0573495
Affiliates with
commen alficers,
directors ind
stochhalders 205,330 - - - - - Hag. 330
Asznciate aq, T - - - - - 91,700
Restricted cash under
Dkt moicmirieni
assel” - - - - - 7176 TTATE
Fimancial psset ab FVOCT
under “Other
nancarrent psseis” 3,290 = - . - - !_,2_?L
Tatal ERO1E041 = " P= K= 7 1748 P UL 217
LEq= Thar denh Grn 12 1n 3 Muore than
020 s Diemamd I Months M onihs Muonthe Years 2 Year Tl
Cash andcash  equivalenzs:
Cazh on band Foo P- P r- F- r- FaGa
Cash in banks 2,370,670 - - - - - 137678
Shoet-term cash
nwslmenis FLATE - - - - - 71973
Trade and other
receivalide:
Trade recesvathle 2T N - . - - 2TER5E
AifwanceE B CaHITRCENS 10651 - - - - - T0a 502
Oficers, employers, and
atlsis T - - - . 10,084
Advances to related parties
Stocldwo|ders 2 1EE185 = = . - 2162156
Alfiliat=s with
pammnn odficers
directors and
snckholders L11,:08 - - - - - 511,588
Azsocinte G170 - - - - - L7499
Restricted cash under Other
NONERFTENT asse - - - - - 180,444 100445
Fimzncial assetat FY¥OC]
ureder  "OEhar
NODCUETEn & 3374 - - - - - 3374
Total B 612,923 B- - - - PLED A48 P5.703.370
Capital Management

The prdmary abjective of the Growp's capltal managerment is to ensure that it maintalns suffident cash kalances and

strong credit rating to suppaort its business and to maximize stockholders” walue,
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The Group manages its capital structure and makes adjostmerts w i after carsfully congidering changes in the
sconamile enviranment. To maintain or adjust the capital structure, the Geoup may wtilize the fellowing: [2) obtain
additional stockhalders' advances to augment capital [b] issue new shares, and {£] return capital to stockholders if
and when feasible, Hochangos were made [n the objectives, policies o processes in 2021 and 2020,

The Group monitors capital using e monthly cish floves and financial statements. 1t is the policy of the Group to
muaintain a positive cash flow from operationz, The Geowp deterdoes the inflows from operations for the analysis of
its cash position b order to pay currently maturing obligations, The Group places reliance on sales projections and
cost management in adidressing cash low coneems,

The Group kewlse monltors certal neatios respective of the loan covenants it signed for credit facility obtained for the
Surigao mining operations financing s well ax lop capltal expenditure perpases.

. Fair Value Measurement

Lazh and cash equivolents, Trade recelvelies Advances te confractars and Interest recoivables ander “Trode mod obfher
recervirhles™ and Trode ord other Il'h'.|_|.l'ﬂb|[ﬁ'

The carrying smounts of eash and cash eguivabents, trade receivables, advances to eontractors and interest recelvabils
under “Trade ard ether reosivables™ and trade and other payables approxdmate their fair valies due ta the short-tenm
nature of these gecoiEnts,

Reztricted cask inder "Other noncurrent assees”
The carrying amouncs approdmate thedr Fie values since these are restricted cash in banks which earn interest based
i prevailing maroet mites repriced monthly

Firanctal azveb ot FVQCT inder "Otier nonceirrent aetets”
The fair value aof guoted eguity instrument is determined by reference te the market closing quates at the st of the
reperting pericd

Advances to and from related parties ond Payoble to previous stockhofders of CNMEC end BNVE wnder "0ther noncurrend
labulities”

Advances to and fram related parties and payable to previows stockholders of CRMEC and BNYI do ot have fixed
repayment berme. As such, thelr carryitg amousts approximate their fir values

Lans Pavable
The fair vahae of toans payable s estlmated using the discounted cash Aaw methedology using the henchmarls risk fres
vates for siemilar types of loans and borrowings, except for variable-rate borrowings which are repriced gquarterly,

Finanee fease lighilities (prier to odoption of FFRS 16]

The fair value ol finance lease labilities approximates its carrying vale ghven that It Is valued on discount pates on the
same year, The fir volue of finance lease lHabilities i3 basel on the presest value of contcactual cash ows discounted
at market adjusted rates.

Lease Lighilttes fupon adoption of PFES 16}

The carryving amount of kease Wahilitics are carried at present value due to the long-term nature of the account, The
fair value of lease liabilities was computed by discounting the expectsd cash flows within EIR rmnging from 2.5% to
7.3%. The computed fair value approximates its carrying ansount.

Fuic Valug Hi |
All assets and liabilittes for which fir wlue is measured or disclosed In the consolidated fnancial statemeants are
cateporized within the fabr walwe klerarchy as follaws:

Carrying

2021 Amouin Levell Lewel 2 Leval 3 Tatal
Aszel measured ol foir velue:

Financlal asset at FYoCl P3.290 3,290 - P- P 290
Liahilities for which fair values are

disclesed:

Luans payahle PR, E50 P- P-  PFE99.I56  PE99.I56

Lease liahilities SikG, 968 - - 506,965 506,961

P1A06,224 P- P~ P1A406,224 1 406,224
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Carrying

Z020 Amaunt Level 1 Level 2 Lesel 3 Total
Asger measuwred ot foir value

Financial asset at FY0C] F1374 #1374 - - P33T
Hﬁﬁirﬂl‘ﬂfﬂl‘ witich l|"|L||5.l' werlires e

disciosng!

Loans payahle e 487 - - P4l 4AT Pt 407

Lease labilitbes 94,081 G401 44,081

PhS4,568 - - Pi54.56d FhA4 560

There were no transfers bebwsen levels of fair wlue measurement as at DNecember 31, 2021 and 20210,

33,

Slgnificant Agroements
Deed of Guarantee

O Movember 9, 2016, the Parent Conipany entered |nto a Beed of Guarantee with BIL to 2erve as a puarantor far the
loan availed by INC, a subsidiary of SPNVT, with BIL. As puarantor, the Parent Comipany, imrevocably and conditicnally,
jnintly and severally guarantees to BIL the doe and punctual payment and perfermance af INC o abl secared
obligatiens Alse, the Farent Company, underiakes to pay the principal obligation of TNG, IFTNC fails te pay 155 priincipal
ﬂh]lgﬁdml: and any al the secured Ih]lli.”-ﬂ!.iIJrLl, as if it was the r,q'i11ri|',|.a|. uHignr, This Deed shall terminate on the date
an wiich thee secared abligationg are irrevacably catiefied n full On Mevember 17, 2021, INC hae fully s2ttlad e loan
ta BIIL, consequently, the deed of guarantee with B11L is alse vermuinated upon full settlement of the loan,

Qre Supply Agrecmerts

Revenue from contracts with custamers i5 recognized when the Groop satisfies an identified performance obligatien
by transferring the promised poods to & customer. The perdarmance obligation is satisfied at polet in tme wlken the
bensficiated nickel sre passes the rail of the wessel since all risk of loss, damage and/or destruction to the pre delivered
5 boroe by the customer upon loading. Revenue from contracts with Chinese custamers excluding the net demurrape
amiourting to 7708, 1 million, PTEAGLE midllion and PAA546 millicm in 2023, 2020 and 2005, respectively,

Dperasing Apreements

HIRC

(i September 15, 2006, POMG entered into an aperating agreement with SIRC, subsidiary and bodder of rights tothe
mining tenemen:s lacated in the Surigao provinces, SIRC grants PGME exclusive privilege and right to occupy, explore,
dlewalap, wrilide, mine, mill, beneficiat= and undertmke actvities within the areas in the Cagdianas mining tenement
covered under MP5A Mo, S07-92-X for a perlod of 25 years;

For purposes of revalty ohilgagion, PGME adopts the revalty agreement entered into by SIRC with CMDL PGME shall
pay CMOC royalty Tees of 3% o 7% of prows recelpts determived through fretght on board pece from the sale of nicke)]
ore tmined and produced from the Cagdianao mining propertics.

Qn Apeil 17, 2018, the BOD approved the renegotiabicn of royalty fees as agreed under the Royaly Apreement dated
Movember 17, 2010, executed by and between CHMDE and the Group, with conformity of SIKC. This resulsed into an
Amended Royalty Agreement, by mutual cosseint of bith parties, caonbaining the bovwer ropalty base rates equivalent tn
2% to 5

Total royalty fees Incurved to CMDE amountng to P356.7 millkon, P298.5 millien and 7230, 1 million and o 2021, 2020
and 2019, pespoctively [gee Mote 23],

Service Contract - CAGA 1. 2. 3 and 4

I 2021, the Group entered inte service contracts with Anseca Dev't Corperasion, Best Trucking & Transport Phil, Inc,
Cagdianao Honstruet Development, live, CTE Engineering Construction, EX Mining Enterpriges, Inc., MREM] Esrth
Moevers Corporation, Pazifilk Ventures Treckng Service, Inc awd Queens Minerals Transport and Trading Corpavatbon
to-opetate the mining actvithes within CAGA 1, 2, 3 and 4 in Surigan, wherein the Group will pay the contracters for
cvery bomes of org shipped based on ackivithes deseribed in the Independent Bining  Contrector Agreement and
classilication of ore.

Total comtrsct hire incarred for CAGA 1, 2, 3 and 4 am munting Lo P1,530.8 milllen, PLAT56 millianand P1AY35.9 million
in Z0Z1, 2020 and 2019, respectively [z Motes & and 41}
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34, Other Matters

Mercantile Insurance Co., Inc, {MIC]

On Movember 6 2017, the Regional Trial Court [RTC) af Makati ordered MIC to pay FIRED millien in relation ta
the insurance pelicy covering PGMCs property and eguipment which were destroped amd deemed toially losc on
October 3, 2011 due to an armed group which simultansvusly raided and sefzed control of PGMC's mining complex.
O December 11, 2017, PGME and MIC filed a Motian far Partial Feconsderation and 2 Moation for Beconsderation,
respockively. On December 18 2017, MIC fled a Motion to [nhibit which was granted on January 11, 2008 Ina
Resolution dated May 9, 2018, the trial court; [a) affirmed the Decision dated November &, 2017, which ordered MIC
to pay PGMLE the amount of P13 wmillion; (8] denied MICs Mation for Recapsideration; and {¢] granted PGMC's
Motion for Partlal Reconslderaton, ordesing MIC to pay the fellowing sdditlonal amomnts: (1) interescal six peroent
[6%0] pew annum from Hee date of filing of the case on August 30, 2003 until the obligation is Flly paid; (i) #1180 million
by wray of attorney's fees; and (il] P4.5 millon ag costs of suie MIC fled a Notice of Appeal, which was appraved by
the lower court.

Thus, on August B, 2018, MIC filed its Appellant's Brief On October 30, 2018, PGMC filed its Appellec’s Brief. Ina
Declskon dated December 4, 2019, the Caurt of Appeals (CA) granted MIC's Appeal and st agide the decision of the
RTC PGME filed 3 Mation for Reconsideration on [anuary 2, 2020; on Detober 6, 2020, however, PGME recelved a
Resabution frmm the 04 |:|Er||].'ir|.g its Mation for Reconsideration,

Considering that it only had Afteen (15] days or wntl Deteber 27, 2020 ta Ale (ts Petition for Review an Certhorand, o
Dctabser 21, 2020, PGMC, ina motion, requested For an additional thirty [30) days or until Rovember 20, 2020 to file
Its Petition for Review on Certlorark. On November 20, 2020, PGHC filed its Petidon for Beview on Certdorard with the
Supreme Court (5C)- On March %, 2021, PGMC was notified that 5C Third Division issucd a Besalution: 1) requiring MIC
i file dts Comiment o the Petition, and if] PGME to submit proal af servies of s Petition to MIC. PGME complied with
the Courts directive on March 11, 2021 On Mardh 19,2021, MECfiled 0 motlon and reguested to be given an additonal
fifteen (1] days ar untl April 4, 2021 o file its Comment &0 the Petition, Om May 10, 2021, MIC fiked its Comment 12
the Petitlon, Singe the Comment contalns ervoneows, miskeading, basebess and conclusory statements requiring
rebutation, an October 7%, 2021, PGME fifed a Motion for Leave to Admit its Reply to MICs Commient. To date, the
Patition |s still pending with 5C Thied Divislon.

A5,

Events After the End of the Reporting Period

Buwhack Transactions

From January © o March 25, 2022, the Parent Company purchased from the market, a total of 10,440,000 common
shares at the average price of P03 per share, parswsant ta the approved buy-back program. The cumulative nombser
of shares purchased from the date when the share buy-back progeam commenced is LO00063 414 shares with a total
amoiit of shares repurchased of P2 4458.9 millioa,

Registration with the B0l
Om Fabrary 3, 2022, the BOL issued to PGMC the certifleation granting the veteweal of s VAT mero-rated status, The
certification is valid from January 1, 2022 up to December 31, 2022 unless sooner revoled by the BOIGoverning Board.

Aceuisttion of Helicopter

On February 16, 2022, PGMO acquired a helicopter From Star Dragan Capital Investment, Ludk & corporation organkzed
amd exksting under Hopng Kong laws, with abelress 4t Roam 304, BfF Lap Fai Euilding, GOE 'F'ul:tin.gl:r Sireet, Central,
Hong Kong, The helicopter iz desipnated as Adrbus Helicopter EC130B4 with cotnmon mark and reglstration
RP-C136H, The purchase price was USS535.860. Ivis registored with the Clvil Aviation Autherity of the Phillppines
with Certificate of Registration namber SKODD3HREE isswed on April 16, 200 3,
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A% Sopplemental Disclosare to Consolidated Statements of Cash Flows

The folbowing able summarizes te changes in Habilities avising lrom financing sctivities;

famuzary 1, Avalbieents) Rivteresi Forgign December 31,
Py Adliticns Bmks HASE Redassificition axchanpes iy |
Lizpme prayalile
Current Pda0 48T F2a0,529 {PHEDEET) P- P- P, B0 P47 104
Momcurrent = 68X, 147 = = = BEZ2 187
Lizisn Liahliy
Current 56,213 07,738 {'Q-'H.'I 5 1]: .y i 17,322 - 64,725
NamCurTenl X #24,597 {24y - (17, 022) - HE, 243
Tobul lalvilities
from financing
activitles P554.568  PLIES.E1L EPEEE.L’IEH] P2 A0 b P RO 1"1.'I-'I]~E|!2H-
lanuary 1, Avsmlments |Imterest Forsiga  lecemhber 31,
2D ddislons Faymenls.  capense R hassificaticn cuchinges 2020
Lamms payakla
Correnk F2i2175 FXaL a0 | PG 2ETh - PiH4. 853 (F2H,943) PiR0O 4T
Hommarrent 484,853 - - - |4R4E53] =1 -
g [ Eakiliy
Current 27331 30,759 [2E542] 2.1 22 5h6 - ne213
HNiofksiarrant i 062 13,592 - - [22.580] - 37,660
Total ligilities Inkm
financing
ATl I .l':d'£1 P31 40 [HE!’:,'_::I_I]'H E2A P |F§:H,“'1Iﬂ_'i:| P‘_;&-ﬂlr‘.bH

Moncash fnancing and Investing activides as at December 31, 2021 pertsin to the folkwwing:

a.  Metincrease in property amd equipment as a result of the following transactions:
8 Change In estimated cost of asser retrement obligation due to change in Interest and inflation rate
amounting to P31 4 millic,

o Recogmithon of acdditional vight-of-use asgel amounting to #5184 million.

Acguisition of SNP51as a result of business combination amounging to PLIOSE million

# Reclassification from mikne E-x|_'.||r.'|rali-u|| cost e mining propercties under “Propesty and equipment”
amaunting to 1158 milllkn,

b, Unrealized toreign exchange loss recognbzed on loans payable amounting v PAS million.

£ Decresse in lnvestment inassociate dus te the recognition of share in pet loss amounting fo P49.1 million and
remeasurement of investment assoclate arlsing from busheess acquisitlon of SNPS amounting to P4 L4 millan.

d.  Decrease by deposit for future séquisition due o the pecagnition of share in nei lees of SPHNVT amounting to

L0 million,

Moncash Anancng and [nvestbng acthvites as at December 31, 2020 pertainto the fol ewing:

e, Matinerease by property o equipment a8 a vesult of the folbywing transactions:
s  Change in estimated cost of asset retivement obiigatdon doe to change In exchange rates amautting to
el milliam

o Recognition of additional ROU asset amounting te P59.7 milllon,

s [lspozal of machinerbes ond other cquipment amownting to M7 milllan
o Purchases made on account amaunting to P4.7 million

f. Unrealized foreizn exchange loss recognized on loans payable amounting te P28.9 milllen,

g Increase in irvestment (n aseecate die to the recognition of share in pel income of SNSP1 amounting

P36.2 million,

h, Decrease in deposit B fuwire acquisition doe to the eecagnition of share in oet logs of PNV amounting 14

P05 million,

LU DA



T3

37, Business Combination

On December 19, 2019, the Group acquiced 440.05% of the share capital of SNPS1 for P450.0 million cash, 2 company
that operates the first purpoee-built Dry Bulk Terminal located within the FAB in Mariveles and handles shipments of
cozl, clinker, silica sand and cement raw materfals, as well as steal, fertilizer and other dey bulk cargoes. SMPSI as
been arcpuired to farilitate part access and to accommaodate the volume of speration af its subsidiary, FSC The [nitial
investment in SNPSI 18 classfied ag itwestment in an assedate and is accounted for using the equety methaod,

On Dectmber 29, 2021, the Groug acgquired an additions] 23569 interest in SMPS] from MGL, an existing stodsholder,
four P192.0 milllion cash [2e¢ Mot L), resulting In 64.03% ownership in SNPS]and thereby gained contral over SHPSI
a5 at December 31, 2021,

The Group detarmiped that it olaained contral aver SNPS] upon the execution of the Deed of Absolute Sale which was
executed on December 29 2021, As allowed under PFRS 3, Susiness Combimations: an entity reay designate an
acquigition date af the end or the beginnieg of a month {eonvenisnce date]. the date oo which it cleses its honks, rathar
than the actual aoquisithen date. The Group determinsd that the date of acquisition is on December 31, 2021
{convenience date] rather than the acktoal date the Deed of Absolute Sale was executed as there ave no materdal
transactions that accurred Irom Decembier 29, 2021 and Decemhber 31, 2021,

Acgulsition date fair values
The provisional fair values of identifiahle assets acquired and lizhilitles assumed of SNPS at the date of soquisithen
WETE!
Assels
Cash F33.280
Trade and other receivablas 41,244
Spare parts and supples 17,168
Frepayments and other current assets 11,076
Property and equipment LIDGTE]
Comiputer sofiwane 4454
Ailvances o suppli=rs and contractors 24954
Cither noncurrent asseis 4131
L2200
Liabilities
Tradk and ather payabbes e TR
Loans payahls 13764
Retirement benefits Bobilkoy 2,184
2 28611
Total identiliable nel asseis al Bir value PG 485
[a} Bargain purchose gakn and loss remneasorement loss of investment in an associate
ZT9BE; Step Acguizition
Consbderation paid for the 23.98% interest r192,000
Fale value of the 40.05% previowsly held interest 397,090
Faiir vailue of tho 35.97% NI 356,639
Total conzlderation 945,724
Fair valae of identifiable net assets Q91,485
Bargain purchase fain [E45,756]
Remeaspremant of $8.05% previewsly held equity method favestiment
Canying volee of investment i associate 25 at December 31, 2021 P4IES1E
Fair vahse of the 40415% previously hiel interess YT
Loss on remeasurement of fnvestient in associate r41,426




M

(b)) Aaquisition-dite Bir value of consideration transforred

Cash paid/consdoration transferred 192,000
Direct costs relating to the acquisitian P75
The cash oulllow on acguisition is as fllows:

Met cach acquired with the subsidiary FEE, 200
Cash paid (192,000
Met consolidated cash oubilow [FI58,7Z0)

The fair valves disclossd are provisional as at December 31, 2021, This is because the acquisition only ooourred on
[cember 31, 2021, and dus to the complexity of the acquisition and the inherently wnoertain nature of SNPSL particularky
in va]ning nanfirancial assets, further work will b reguired to confirm the Anal fadr val ues. The Foaliztion of the valuation
wark required to determing the fair values of the assets and labilities acquired will be completed within twelve {12)
mionths of the acquisition date, at the latest,

In determining the provisional identifiable assets and liabilities of SHPSL the Grouge has wsed the Cost Approach with
reference to FFRS 13, Falr Velue Measuremert, allowed valuation technigques.

This transaction resulted in a provisional gaimon a hargain purchase as the shares were valued based on the estimated
construction cost.of SMPS1s Faclllidies amounting wo about PRI millien and the comrespanding 23.98% interest of
which represents the consideration pabd amounting o PL92Z0 milllon, [ the acquisition had taken place at the
beginning of 2021, reveniue and tet (655 wauld have been increased by FL42.9 millionand P1227T millicn, respectively
far the year ended December 31, 2021

15

Operating Segment Informatlon

Operating sepments are components of the Growp that engage in business activities from which they may esen
reveqnees and inoar BXTERS, whiode aperating results ane rr.g_llhrl].' reviewed by the Group's nhiﬂfnmmling decisinn:
maker (the BOD) to make declsions about how resoisces are Lo be allocated o the sspaoent aiml assest their
performances, asd for which discreta finandal information ks avallable,

The Group's operating businesges are arganized and managed separately according to the natnre of the products and
services provided, with each sopment representing 4 swrategic business unit that offers different products and seres
different markets.

The Group conducts majority of lis business activites [n the Fallowng areas:

»  The mining segment is engaged in the exploration, mining and exporting of nickel saprolite and Imonite ore;

= The services segment is engaped in the chartering out of LCTs by PCSSC m PGMC and port services rendered by
SMPSE b fte cwstomerd; dnd

= The manufacturing segment includes FSCwhich is engaged in the manuafacturing of iron stoel bars and FSLCwhich
15 engaged [n holding the real propestes of FSC

The Group's core business s the sale of nicked are to external custamers which accounted for the Group's total revenue,
Accordingly, the Group’s mining segment operates [n two [2) geographleal locations, Mhillppines and Hong Keng. The
Greup’s manufacturing sepment is incerporated o build a rebar stesl rolling plant in Bataan, Phill pplnes. Noneurrent
aszets al the Group comprising propecty and squipment, depesits for future acouisition, mine explomtion costs, mining
rights, and other nencurvent assets are locaved ln the Phikppines and Hong Kong,

All revenwes of the Group In 2021, Z0Z0and 2019 are genersted from external costomers located in China, Chinaisa
top imperier ol nickel ore woribwide, 25 raw matarial for intenmedlate peoduets for the manuatacture of stalnloss soeed,
pickel pig iron, nickel cathodes, among others. Any showdovm (n these sectors in China or in China's econcmy or
orintlaak bn HI.'.I'Il'.'I'-Hl coubl result inlower Chinese demand for the ﬂ;nup':—; prn-|| uet. [ the eswent that the demand for the
Group's miclke] are froan the Chinese customers materlally decreasos and the Graop 13 unable o fnd new customers Lo
replace the Chinese customers, the Group's business, results of operations, and financial condition could be materially
and adversely affected.

ATE AR T S



Reveases rams the major external customers of the Group are coversd by cre sugply sgreement,

2021 2020 2019

Hanostee] Resources Internatonal Co., Lod PaaS, 708 PLOT0.626 Frizs42
Ellangdnng I'_'rl:ll.'l:lj.l Tsin-gsh,:ln Mickel Com pany 2,708,451 163,038

Limited

Yeter International Limived 1,028,510 - -
Viva Glohal Growp, [xd. - 1,302,833 {407,734
Eagle Rock Resaurcss, [ne - 035 856 -
Recheer Resources (Singapore] Pre. Lid. - - 1,149,665
P4, 7592 669 F&?M.#]E 3373114
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INDEFENDENT AUDITOR'S REFORT
ON SUPFLEMENTARY SCHEDULES

The Stockholders and the Board of Dhrectors
(ilobal Ferronickel Holdings, Ine. and Subsidiaries
1/F Corporate Business Centre

151 Paseo de Roxas Car Arnaiz S

Makati City

We have audited in accordunce with Philippme Standards on Auditing, the consolidated financial
statements of Global Fervonickel Holdings, Inc. and Subsidiaries (the Group) as at December 31, 2021
and 2020, and for cach of the three years in the peniod ended December 31, 2021, included in this
Form 17-A, and have issued our repont théreon dated March 25, 2022, Our audits were made for the
purpose of forming an opinion on the basic consolidated financial statements taken as a whole. The
schedules listed in the Index to the Supplementary Schedules are the responsthility of the Company's
management. These schedules are presented for purposes of complying with the Revised Securities
Fegulation Code Rule 6E, and are not part of the bazic consolidated financial statements. These
sehedules have heen subjected o the auditing procedures applied in the audit of the basic consolidated
financial statemenis and, in our opinion, the financial information required to be set forth therein m
relation o the basic consolidated finuncial statements token as a whole, are prepared in all material
respects, in accordance with Philippine Financial Reporting Standards, as modified by the apphcation of
the financiaf reporting reliefs issued and approved by the Securities and Exchange Commission, a3
descnbed o Note 2 o the consolidated financial statements.

SYCIP GORRES VELAY(D & CD.

é&wﬁ-

Eleanore A. Layug
Pariner
CPA Certificate No, 01007494
Tax [dentification Mo, 163-060-453
BOAMPRC Reg. No. 0001, Aupgust 25, 2021, valid until April 15, 2024
SEC Pariner Accreditalion Mo, 100794-8EC (Group A)

Valid to cover audit of 2021 10 2025 financial statements of SEC covered institutions
SEC Fum Accreditation Mo, (01-SEC {Group A)

YWalid to cover audit of 2021 1o 2025 Goaicial statements of SEC covered institions
BIE Accreditation Mo, 0E=00] 5980072020, Movembser 27, 2020, valid until Novemnber 26, 2023
PTR Mo. 8854310, January 3, 2022, Makati Crty

Muarch 25, 2022
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SCHEDULE
GLOBAL FERRONICKEL HOLEINGS, IMC, AND SUBSIDIARIES
RECONCILIATION OF RETAINED EARNINGS AVAILABLE
FOR DIVIDERD DECLARATION
PURSUANT TD THE REVISED SRC RULE 68 AND
SEC MEMORANDUM CIRCULAR NO. 11
FOR THE YEAR ENDED DECEMBER 31, 2021
[Amounts in Thousnds)

2021

Unapproprated Retalned Earnings, heginnng PE.35L2H
Net income in the prior year classd to retained carnings 1465.4H
Share in net loss from vestoent In assocfabes [35,745]
Treasury shares 1544 904]
Unappropriated Retained Earnings, oy coiusted to avatlofde for illidate el

distrittivn, beginning of the pear 5.635,9491
Add: Net income actally earned/reallzed doring the period

Metincome during the period clossd to retained sarnings 1,975,706
Lot Non-actualfunrealized income net of tax:

Equlty in net Income of azsoclate fjoint venture -

Unrealized foreign exchange gain - [after tay] except those attributable

te cash and cash equisadents) unrealized actuarial gain

Falr value adjustment [ mark-te-marlet gaing)

Fair value adpustment ol imvestment Propegly res |r'||;|;|1§ iy g.a'm =

Adjustment due ta deviation from PFRESGAAP - gnin -

Qther unrealized gains or adjustments to the retained earndngsas a

result of certain transactions scecunted lar under the PFRS -

Subtodal
Add: Nop-actual losses

Equity in net Inss of assaciate/jaint veniyre S3iie

Depresation en revaluatbon ncrement [alter ti) -

Unrealized foreign exchange loss -net, pxcept those . attributable to

cash and cash eguivalents] unrealized  actuaral gain 4,264

Adjustment due to dovistion fram PFRSCAAP-loss -

Ad justment due to remeaserement of investment 414256

Cubtaral 97411
Met income actually earned doring the period 2073517
Al [Less):

Diwidend declarations during the perlod 521033

Appropriations of retained esrnings during the periosd -

Reversals of appropeiations -

Effects of prior period adjustments -

Treasury shares 1,912,806

Subtotal 2433839
TOTAL RETAINED EARNINGS, END OF THE YEAR AVAILABLE FOR

DIVIDEND DECLARATION P8, 275,660




SCHEDILE T

GLOBAL FERRON ICKEL HOLDINGS, INC, AND SUBSIZARI
SUPPLEMENTARY SCHEDULLES UNDER ANNEX 614-E
PURSIIANT T REVISED SRC RIULE 68,
AS AT DECEMEER 31, 2021
{Amounts in Thousands; Except Mumber of Shares)

Schedule A. Financial Assets

Wumber of Shares ae Amount Shoown in
Mame of [ssuing Entity an:l Description Prindpal Amouns of the Statermert of Ticire Received
of Each lssue Bonds and Notes Flnancial Positlon and Accrued
Cash on hand and in hanks M F3.T44.044 F1.087
Short-term cash investments NN 72,129 1540
Trade and other receivables:
Trade receivables H/A 204,260
Adwances b contractors N 42 5680 -
Restricted cash under
"Orher nopcurrent asseks” M 77176
Finaneial asserar FYOCI under
‘Other nonnurment asseks” 4.2 16104 shares &,280 -
Advarces to related paitied H/A 2764514
968,005 #1237

Schedule B, Amounts Receivable from Directors, Bilcers, Emplovees, Related Parties and Principal Stochlaslders

(Dther than Related Parties]
Balanee at Arinnts A RIS Bakance
Mame and deslgmation of beginning collected/ written-off) Han at el
debtor af periad Aaladitbnms assigned reclassed Corrent curfent m‘pr.-s'lﬂ.:l
Various stockholders PErled. 154 P28 [(F294,799) P- 1,847,385 - FlBG73E5
Sorutheast Palawsan Nickel
Ventures, [no 41,790 - - - 91,795 - 41,799
Swift Glory lntl Holdings, loc, Mg - [7,785) 62,334 - 6334
I pilan Hickel Carporstion 33,336 301,456 - - T34, TUt - T4, 797
Brava Cement, [ne. 710 CE - TA45hZ - THAE2
Sohoton Eco-tourisng
Cevelopment, Inc 1 1 - - - M2
Cagdianao Lateritic Nicke]
Minitg, Inc, 28 12 = 3 = 40
Fi0 lc.Er'.'rEr H"EEIEI.EE‘I-] i I'E.'-"'M!E-H P- FL764514

PZ.765.543




Schedule C. Amounts Receivalsle from Related Parties which are Eliminated during the Consotidtation of Financial

Statements
Bilange at
Wama and designation beglnnig Amounles  Amounls N Amouil
of debtor of period  Additlons  collected  reclassed Current current eliminated
Platinum Group Metals
Carporation F- F30.000 [r-] P- P30.000 P- F30,000
FHI Steal Landboldings, Corp. 181,281 151,277 = = T3255E - 332558
FMl Steal Corp. 11901 - [ 10,783]) - 1.118 1118
Surigan [ntegrated
Hesources Corporation £.521 - {220 = L7101 - 2701
Fi96103  FiE1L377  [F11,003) P~  Fiee3T7 F- PRAEIVT
Schedule [} Infangible Assets « Other Assets
Charged Lo Other charges
Beginning  Additions cost and Charged to additions Ending
Lhescripticm bakance atcost  expenses  other accounts  (dedections) balance
Mining rights F13caL5 P- PF11,246 P- P- P12557%
Golf membership 35,354 I.ERG 4,435 12838

Schedule E, Long:Term Debi

Title of isswe and ovpe Amount authormel by Smount slmwn Armsunt shown
of ohligation . indenture as Currend ac Moncuerent
Taivean Cooperative Bank - 05,201 POSE 147
Unlon Bank of the F'||i|i|.1|:|i:|1c$ B BE) =
Bank of Commerce - 62,028 -
—_— [ $247,109 P652.147

Schedule Fo Indebtedness to Related Parties {Long-Terin Loans from Belated Companies)

Marmea of related party Beginning balance Ending balanca
Not Applicable
Echedule G Gouarantees of Securitics of Other Issuers
Name of
isruing satity of
securithes guarantoeed Tikle o B
by the Group for af pach Total amount  Arsount owned by a
which this statement class af securities puzrantesd ard persan far which
is filed guarartecd oatstanding staternent is filed  Natore of guarantes

Mot Applicable



Schedule W, Capital Stock

Murnber of Mo of shares held by
shares Issued Number of
and shares
wutsteniding as reserved
afwn under far opsions,
related WATTANES,
Murmlser of financial COnYRrSion
shares conditon and Directors
Thle of [ssue authorized caption  other rights  Affiliates  and Offlcers Qthess
Commaon shares 11,957, 161 50 5512298, B8 I.*EIR,‘!'?_'UHET 5,363 366,919



SCHEDUILE 1N

GLOBAL FERRONICKEL HOLDINGS, INC. AND SURSIDIARIES

MAF OF THE RELATIONSHIFS OF THE COMPANIES
WITHIN THE GROUP
PFURSUANT TO REVISED SRC RLULE 68
ASAT DECEMBER 31, Z021

Global Ferronickel Holdings, Inc. and Subsidiaries

Spasia Hectar

Bautivea sl

Fort Sarviees e P Palawan Nicket
ne. (SMPS1 _isns] | ol Femonickel Holdings, Ing. s vodahiog

Porl Services in
Balaan)

(GFHI, Lisked Holding Cormpanyd

[EPHYI Holdng
Compam )™

‘ 28 40N i

FHi Steed Landholdings
Corporation (FELC
HoEpcr ol Res Propetias
of F&Sh

10

Piatinum Group Metals Carperaticon
{PAGRIG, Dperawng Coenpany in
Surigan el Marte]

FENI S1eed Corporation
|[FSC, Sesl Provessing
Conpany’

Wealthy Huge
Corparation Limibed
(WHEL, Hong Kang
barsssd Coenpany

POMC-CHEP Shipping
Sgrvices Corp. [FOSEL0,
Bargmp Comgminy w1 Sungan
ded Marle]

FGMC Intematicnal Limited
{PIL, Hong Kang based
Compay)

Suripae inegralsa
Regawrges Comporpion
[SIRC; WMEEA, Hakdad)

0.4 7% represents the wwmership of GFM o SPNVT's all clagees of outstanding shaees, preformed and essman
GFM] awns 37.55% of the autstanding commen sharas of SENY] with voting poveer




il n fxormen. Ve A To Tat {E32) 0T 0307
TR0 Ayala Swdinisa ol [ESp ES18 (A7

Ve Michill Caly o i el
Bullirg @ byt ine Pl eranias )
W kiEng werld v

INDEPENDENT AUDITOR'S REPORT ON
COMPONENTS OF FINANCIAL SOUNDNESS INDICATORS

The Board of Direciors and Stockholders

Global Ferromickel Haoldings, Inc. and Subsidianies
7F Corporate Business Centre

151 Paseo de Roxas Cor Amaiz 5L

Mlakati City

We have sudited in accordance with Philippine Standards on Auditing, the consohidated financial
statements of Global Ferromickel Holdings, Inc. and Subsidiaries (the Group) as at December 31, 202
and 2020, and for each of the three years in the period ended December 3, 2021, and have izswed our
report thereon dated March 25, 2022, Our audits were made for the purpose of forming an optnion on the
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usefulness o the intended users, are the responsibility of the Company’s management. These financial
soundness indicators are not measures of operating performance defined by Philippine Financial
Reporting Standards (PFRSs), @8 modified by the application of the financial reporting reliels issued and
approved by the Securities and Exchange Commission (SEC), as described in Note 2 1o the consolidated
financial staterents, and may not be comparable to similarly titled measures presented by other
companies. This schedule is presented for the purpose of complying with the Revised Secuntics
Fegulation Code Rule 658 issued by the SEC, and 15 not a required part of the basic consolidated Onancial
statements prepared in accordance with PFRSs, a5 modified by the application of the financial reporting
reliefs issued and approved by the SEC, as described in Note x to the consolidated financial statements.
The components of these financial soumdness indweators bave been traced to the Group's consolidated
financial statements ag at December 31, 2021 and 2020 and for each of tle three vears in the period ended
December 31, 2021 and no material exceptions were noted,
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SCHEDULE IV
GLOBAL FERRONICKEL HOLDINGS, INC. AND SUBSIDIARIES
SCHEDULESHOWING FINANCIAL SOUINDNESS INDICATORS
PURSIFANT TOERC RULE 68, A5 AMENDED
FOR THE YEAR ENDED DECEMEER 31, 2021

Years Ended December 31

221 20120 201%
Profitablity ratios:
Return on assats 15.5% 16, 7% 13.33%
Return an equity 20,0%, T2 3% 18.53%
Ket prodit margin 25.6% 25 7% 19.59%
Solvency and Hguldity ratlos;
Current ratio 5.13:1 3,70:1 114:1
Dbt te eguilty ratio 0,31:1 0.2%1 2 L1 |
Cubck ratio 4. 891 3471 2.90-1
Aceak to equlty ratdo 1.31:1 L.2T:1 ].40:1
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q
QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER
1. For the quarterly period ended - MARCH 31, 2022
2. Commission Identification Number - AS094-003992
3. BIR Tax Identification Number - 003-871-592

4. Exact name of issuer as specified in its charter
GLOBAL FERRONICKEL HOLDINGS, INC.

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

6. Industry Classification Code: [ ] (SEC Use Only)

7. Address of issuer's principal office Postal Code
7th Floor Corporate Business Centre, 151 Paseo de Roxas corner Arnaiz Street, Makati City 1228

8. Issuer's telephone number, including area code
(632) 8519-7888

9. Former name, former address and former fiscal year, if changed since last report
Not applicable

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

Common Shares 6,072,357,151
Amount of Debt Outstanding Not applicable

11. Are any or all of the securities listed on a Philippine Stock Exchange?
Yes [ X ] 6,072,357,151 Common Shares No [ ]

12. Has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17 thereunder or Sections 11 of the RSA
and RSA Rule 11(a)-1 thereunder, and Sections 26 and 141 of the Corporation Code of the Philippines, during the
preceding twelve (12) months (or for such shorter period the registrant was required to file such reports)

Yes [ X ] No [ ]

13. Has been subject to such filing requirements for the past ninety (90) days.

Yes [ X ] No [ ]
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PART | - FINANCIAL INFORMATION
Item 1. Consolidated Financial Statements
The Unaudited Interim Consolidated Financial Statements as at March 31, 2022 and for the three-month period ended March
31, 2022 and 2021 (with Comparative Audited Consolidated Statement of Financial Position as at December 31, 2021) are

hereto attached.

The following tables set forth the summary financial information for the three-month period ended March 31, 2022 and 2021
and as at March 31, 2022 and December 31, 2021:

1.a. Summary Consolidated Statements of Financial Position
March 31, December 31,
202 2021 Increase Percent
(Unaudied) (Auckted) {Decrease) In¢. {Dec.)
{ln Thouzand Pesos)
ASSETS
Current Bssets GEES.E1T 6,964 5470 [£789.353) -4
Moncurmant Assots 6,500, 301 G232 471 66,020 1.0%
TOTAL ASSETS 13,665,008 13897 449 (212433 -15%
LIABILITIES AND EQUITY
Curront Liabiities 1,340,225 1,356 533 (8357 -0.7%
Moncurrant Liabidibes 19340 1821772 12 266 05%
Tedal Liabilbes RRAL R 3,280 255 2,009 0.1%
Equaty
Atinbulable ¥ Equity Holders
of the Paranl Company 10,047 B4 (0,258 740 (212,106 -2 1%

Mon-controling nlerest (NCI) it i) 387 2946 (3,235 100.10%
Tral Equiy 10,401,744 10617 186 (215,342 -2 %
TOTAL LABILITIES AND ECARTY 15 685008 13897 441 (212 43% -1 5%
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1.b. Summary Consolidated Statements of Comprehensive Income
For the Quarter Ended
March 31 Incresse Percent
2032 0N (Decraasn) Ing, |Dee.)
fi ThoosamT Pesns)

Ravarss 30 804 133 268 {93, 3385) Tl 1%
Cosl and Expansss (330 449 (237 233 (7 484) -1 1%
Finemce Coals (25, 7En (A 11,244 170LE%
Shanen Nel Loss ol Iesestment in Aasociates 100, BEE) {6.258) 4,733 75.6%
COhher Income {Charges) - net LU0 BER) 148 (15718 2T %
Lioss Biefore noomee Tax (237 BES) {114,306 121578 108.1%
Proviskon fof Incoms Tax - nel 130 728, [20.535) 18,187 93.4%
Kat Legs (19, 1ES) (93,TET] 104 33 111 3%
Ciier Comprebensne ncomes 16,044 1633 411 1102 %
Tatal Comprehensive Loss (182, 115) (B6.134) 95 S 111.4%
Basic and Dhiuted Losa Per Share 100375 (004 75 0.0 112 8%

feal Loss Afrioulable To

Equity Holders of fie Farert [T (43155 104,773 10038,
Wor-coroling Frienast (NCH) 3.233) G14) 2618 426, 5%
(135, 189) (93,767 104, 382 111.5%

1.c. Summary Consolidated Statements of Changes in Equity

For the Quarter Ended For the Year Ended

March 31 December 31
2022 2021 2021
{In Thousand Pesos)

Capital Stock 6,375,975 6,375,975 6,375,975
Additional Paid-in Capital 239,012 239,012 239,012
Fair Value Reserve of Financial Asset at Fair Value

through Other Comprehensive Loss (4,680) (5,270} (5,565)
Remeasurement Gain on Retirement Obligation 43,703 8,607 43703
Cumulative Translation Adjustment 34,270 (37 547) 19,111
Retained Earnings 5,305,434 3,959,980 5,500,360
Treasury Shares - at cost (1,046,033) (1,812,806) (1,912,806)
MNan-controlling Interest (NCI) 354,063 30,975 357,296

Total Equity 10,401,744 8,658,926 10,617,086
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1.d. Summary Consolidated Statements of Cash Flows

For the Quarter Ended
March 31
2022 2021
{In Thousand Pesos)

NET CASH FLOWS FROM (USED IN):

Operating Activities (301,961) (264,049)
Investing Activities (393,388) (183,462)
Financing Activities (62,383) (373,789)
NET DECREASE IN CASH (757,732) (821,300)
Effect of Exchange Rate Changes on Cash 47 443 19,653
CASH AT BEGINNING OF PERIOD 3821177 2,451,566
CASH AT END OF PERIOD 3,110,888 1,649,919

Basis of Preparation of Interim Consolidated Financial Statements

The interim consolidated statements of financial position of Global Ferronickel Holdings, Inc. and Subsidiaries (the Group) as at
March 31, 2022 and December 31, 2021, and the related consolidated statements of comprehensive income, changes in equity
and cash flows for the periods ended March 31, 2022 and 2021 were prepared in accordance with generally accepted accounting
principles in the Philippines. All significant inter-company balances and transactions have been eliminated in the consolidated
financial statements.

The accounting principles followed in the preparation of the Group’s most recent annual consolidated financial statements were
similarly applied in the preparation of the interim consolidated financial statements. There were no significant changes in the
Group’s accounting policies, practices and methods of estimates from the Group’s last annual consolidated financial statements.

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations
Statement of Financial Condition

As at March 31, 2022, total assets of the Group stood at #13,685.0 million, lower by £212.4 million or 1.5%, from ©13,897.4
million as at December 31, 2021. The decrease was due to the decline in current assets by £279.3 million or 4.0% and increase
in noncurrent assets by 66.9 million or 1.0%.

The net decrease in current assets was mainly attributable to the decrease in cash and cash equivalents by £710.3 million. The
net increase in noncurrent assets was mainly due to the following: (a) increase in deferred tax assets by 35.0 mainly attributable
to the net loss carryover (NOLCO) for the first quarter; and (b) increase in other noncurrent assets by £49.5 million attributable
mainly to the increase in advances to suppliers in relation to the Group’s preparation for the 2022 mining season.

Total liabilities of the Group stood at #3,283.3 million as at March 31, 2022, up by 2.9 million or 0.1%, from #3,280.4 million as
at December 31, 2021. This was mainly attributable to the increase in trade and other payables by £28.5 million and payments of
lease liabilities and income taxes made during the quarter.

Results of Operations
The Group’s operational Surigao mine performs nickel ore production and shipment during the dry months of each year between

April to October, and hence the net loss of 198.2 million for the quarter ended March 31, 2022 mainly represents the recurring
general and administrative expenses of the Group.
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Revenues

The revenues earned during the first quarter of 2022 amounting to 39.9 million pertains to revenue from contracts by the
Group’s port operation services. There was no reported sale of ore during the first quarter of this year because there was no
shipment compared to one (1) shipment of low-grade nickel ore in the first quarter of 2021 that generated export revenue of
#£133.3 million.

Cost and Expenses

Cost and expenses include cost of sales, excise taxes and royalties, general and administrative expenses, and shipping and
distribution. The cost and expenses amounted to £230.4 million for the three months ended March 31, 2022 compared to £237.9
million for the three months ended March 31, 2021, a decrease of £7.5 million or 3.1%.

Cost of Sales

The cost of sales amounting to £29.5 million represents the cost of services incurred for the Group’s port operation during the first
quarter of 2022, while cost of sales amounting to £47.5 million for the three months ended March 31, 2021 represents the
contract hire and allocated cost for the Group’s shipment in the prior period.

General and Administrative

General and administrative expenses were £198.6 million in the period ended March 31, 2022 compared to 166.7 million in the
period ended March 31, 2021, an increase of 31.9 million, or 19.1%. The increase was mainly due to the increase in
depreciation and amortization, repairs and maintenance, outside services, and personnel costs amounted to £17.1 million, 5.9
million, 4.2 million and #3.8 million, respectively.

Shipping and Distribution
Shipping and loading costs were 2.3 million for the three months ended March 31, 2022 compared to £10.5 million in the same
period last year, lower by 8.2 million, or 78.2%.

Einan {

Finance costs amounted to £25.8 million in the three months ended March 31, 2022 compared to 9.5 million of the same period
last year, an increase of £16.3 million, or 170.5%. The increase was mainly due to the increase in the loan availment with Taiwan
Cooperative Bank Manila Offshore Banking Branch (TCB) and lease liabilities during this year compared to the prior period.

Share in Net Loss of Investment in Associates

In accordance with Philippine Accounting Standards (PAS) 28, Investment in Associates and Joint Ventures, the Group recognizes
its share in the net earnings or losses of its associate using the equity method of accounting. The share in net loss of investment
in associates amounted to 11.0 million and 6.3 million for the periods ended March 31, 2022 and 2021, respectively, an
increase of 4.7 million, or 75.6%. For the period ended March 31, 2022, this represents net loss take-up in relation to the
Group’s investment in Southeast Palawan Nickel Ventures, Inc. (SPNVI). Seasia Nectar Port Services, Inc. (SNPSI) ceases to be
an associate and became a subsidiary of the Group as at December 31, 2021 as a result of the Group’s additional 40.05%
investment interest in SNPSI in accordance with PFRS 3, Business Combinations. For the period ended March 31, 2021, the
share in net loss represents the net loss take-up in relation to the Group’s investments in SPNVI and SNPSI. The increase in the
amount of the Group’s share in the net loss was mainly due to the increased activities and corresponding expenditures of SPNVI's
subsidiary, Ipilan Nickel Corporation (INC), as it transitioned to the development phase during the first quarter of 2022.

ther Income (Charges) - net
Net other charges amounted to £12.7 million in the period ended March 31, 2022 compared to net other income of £4.7 million in
the period ended March 31, 2021, a decrease of P17.4 million, or 367.2%. The difference pertains mainly to the net foreign
exchange losses incurred this period amounted to £12.7 million compared to the net foreign exchange gains earned in the prior
period amounted to 4.8 million attributable to the rebooking of United States Dollar (US$) denominated loans and payables.

Benefit from Income Tax - Net

The net benefit from income tax was ©39.7 million for the three months ended March 31, 2022 compared to £20.5 million in the
same period last year, an increase of £19.2 million or 93.4%. The increase was due to the recognized deferred tax asset on
NOLCO during the period.
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Total Comprehensive Loss - net of tax

Cumulative Translation Adjustment

The Group had recognized cumulative translation adjustment, net of tax amounted to #15.2 million and 7.4 million for the
periods ended March 31, 2022 and 2021, respectively, which pertained to the exchange differences arising on the translation of a
subsidiary’s functional currency to the presentation currency of the Parent Company.

Statement of Cash Flows

The net cash flows used in operating activities resulted in £310.4 million and £264.0 million for the first quarter ended March 31,
2022 and 2021, respectively. The increase was mainly due to the cost incurred related to operations in preparation for the 2022
mining season. Net cash flows used in investing activities for the three months ended March 31, 2022 and 2021 amounted to
£393.4 million and #183.5 million, respectively. For the three months ended March 31, 2022 and 2021, the net cash flows used
in financing activities amounted to £53.9 million and £373.8 million, respectively.

Material Off-balance Sheet Transactions

The Group is not aware of any material off-balance sheet transactions, arrangements, obligations (including contingent
obligations), and other relationships of the Group with unconsolidated entities or other persons created during the reported period
other than those discussed in this report and in disclosures under Form 17-C.

Material Commitments for Capital Expenditures

The Group does not have any outstanding commitment for capital expenditures as at March 31, 2022.

Known Trends, Events and Uncertainties

There are no known significant trends, demands, commitments, or uncertainties that will result in or that are reasonably likely to
result in the Group’s liquidity increasing or decreasing in a material way. There were no other significant elements of income or
loss that did not arise from the Group’s continuing operations.

PART Il - FINANCIAL SOUNDNESS INDICATORS

The Group considers the following as the significant Key Performance Indicators as at March 31, 2022 and 2021:

Indicators Formula 2022 2021
Earnings (Loss) Per Share  Profit for the Period/Weighted Average

Number of Shares Outstanding (0.0375) (0.0176)
Debt-to-Equity Ratio Total Liabilities/Total Equity 0.32:1 0.27:1
Asset-to-Equity Ratio Total Assets/Total Equity 1.32:1 1.27:1
Current Ratio Current Assets/Current Liabilities 4.96:1 3.511
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PART Ill - OTHER INFORMATION

The disclosures made under Form 17-C are as follows:

Date

Description

January 4, 2022

Attendance to Corporate Governance Seminars of the FNI Directors and Officers

January 4, 2022

Letter Advisement on the Attendance of the BOD for 2021 Meetings

January 4, 2022

Certificate of Compliance with the Revised Manual on Corporate Governance for the year
2021 as required by SEC Memorandum No. 36, Series of 2020

March 7, 2022

Share buy-back transaction

March 10, 2022

Share buy-back transaction

March 11, 2022

Share buy-back transaction

March 15, 2022

Share buy-back transaction

March 16, 2022

Share buy-back transaction

April 4, 2022

The Board set the Annual Stockholders' Meeting to June 29, 2022 and record date to May
30, 2022. The Board authorized the ASM Committee to finalize the meeting’s agenda and
time, and charged the Corporate Secretary to issue appropriate notices and information
statement to the stockholders of record through any means allowed by the SEC. The
Company shall disclose the details in due course. The Board also approved the declaration
of cash dividend at P0.20 per share, subject to the Company's withholding of applicable
taxes, for stockholders of record as of April 20, 2022.
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Annex A
Aging of Trade and Other Receivables
As at March 31, 2022
(In Thousand Pesos)
Medther Past Dus Fagd Due But Nat lenpained
Nor impaired | 50 Days or Less | 99-130 Days | Mare than 120 days | Impaired | Total

Trada 44348 - - - 186,004 #30389
Abiances Iy Corlrsses 40243 - - - 13T 118,853
Advances b CMcera, Employsas &6l Cthera 11 407 - - - - 11,407

Tokal S5 037 [ " = 266,712 31,748

Lesa: Blowaroe for Deobdul Aoooaris x5 712

MET RECENVABES 26,037



Global Ferronickel Holdings, Inc.
SEC Form 17-Q (1st Quarter 2022)

GLOBAL FERRONICKEL HOLDINGS, INC.
SEC FORM 17-Q
INDEX TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2022
INTERIM CONSOLIDATED FINANCIAL STATEMENTS
Interim Consolidated Statements of Financial Position as at March 31, 2022 and December 31, 2021
Interim Consolidated Statements of Comprehensive Income for the Three-Month Period Ended March 31, 2022 and 2021
Interim Consolidated Statements of Changes in Equity for the Three-Month Period Ended March 31, 2022 and 2021
Interim Consolidated Statements of Cash Flows for the Three-Month Period Ended March 31, 2022 and 2021

Notes to Consolidated Financial Statements

10



Global Ferronickel Holdings, Inc.
SEC Form 17-Q (1st Quarter 2022)

GLOBAL FERRONICKEL HOLDINGS, INC. AND SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(Amounts in Thousands)

March 31, December 31,
2022 2021
(Unaudited) (Audited)
ASSETS
Current Assets
Cash and cash equivalents (Note 4) £3,110,888 #3,821,177
Trade and other receivables (Note 5) 96,037 63,348
Advances to related parties (Note 29) 3,032,094 2,764,514
Inventories (Note 6) 360,165 269,470
Prepayments and other current assets (Note 7) 86,433 46,461
Total Current Assets 6,685,617 6,964,970
Noncurrent Assets
Property and equipment (Note 8) 3,737,212 3,746,417
Deposits for future acquisition (Note 26) 2,160,011 2,171,003
Mining rights (Note 10) 125,579 125,579
Mine exploration costs (Note 11) 147,299 147,299
Deferred tax assets - net (Note 27) 131,288 96,253
Retirement plan asset - net (Note 16) 31,008 28,410
Other noncurrent assets (Note 12) 666,994 617,510
Investment in an associate (Note 9) - -
Total Noncurrent Assets 6,999,391 6,932,471
TOTAL ASSETS £13,685,008 £13,897,441
LIABILITIES AND EQUITY
Current Liabilities
Trade and other payables (Note 13) P735,837 P707,381
Current portion of loans payable (Note 14) 222,424 247,109
Advances from related parties (Note 26) 236,870 235,861
Current portion of lease liabilities (Note 18) 73,708 64,725
Income tax payable 80,387 103,507
Total Current Liabilities 1,349,226 1,358,583
Noncurrent Liabilities
Loans payable - net of current portion (Note 14) 681,975 652,147
Provision for mine rehabilitation and decommissioning (Note 15) 308,223 305,414
Lease liabilities - net of current portion (Note 18) 421,872 442,243
Other noncurrent liabilities (Note 17) 521,968 521,968
Total Noncurrent Liabilities 1,934,038 1,921,772
Total Liabilities 3,283,264 3,280,355
Equity
Capital stock (Note 19) 6,375,975 6,375,975
Additional paid-in capital 239,012 239,012
Remeasurement gain on retirement obligation 43,703 43,703
Cumulative translation adjustment 34,270 19,111
Fair value reserve of financial asset at fair value through other
comprehensive income (Note 12) (4,680) (5,565)
Retained earnings 5,305,434 5,500,360
Treasury shares (Note 19) (1,946,033) (1,912,806)
Equity attributable to the Parent Company 10,047,681 10,259,790
Non-controlling interest (Note 19) 354,063 357,296
Total Equity 10,401,744 10,617,086
TOTAL LIABILITIES AND EQUITY 13,685,008 13,897,441

See accompanying Notes to Unaudited Consolidated Financial Statements.
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GLOBAL FERRONICKEL HOLDINGS, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2022 AND 2021
(Amounts in Thousands, Except Earnings per Share)

2022 2021
REVENUE FROM CONTRACTS WITH CUSTOMERS P39,904 133,269
COST OF SALES (Note 21) 29,519 47,470
GROSS PROFIT 10,385 85,799
OPERATING EXPENSES
Excise taxes and royalties - 13,316
General and administrative (Note 22) 198,645 166,686
Shipping and distribution (Note 23) 2,285 10,461
200,930 190,463
FINANCE COSTS (Note 25) (25,780) (9,531)
FINANCE INCOME 2,101 1,407
SHARE IN NET LOSS OF INVESTMENT IN
ASSOCIATES (Note 9) (10,992) (6,259)
OTHER INCOME (CHARGES) - net (12,669) 4,741
LOSS BEFORE INCOME TAX (237,885) (114,306)
PROVISION FOR (BENEFIT FROM) INCOME TAX (Note 27)
Current 520 4,814
Deferred (40,246) (25,353)
(39,726) (20,539)
NET LOSS (198,259) (93,767)
OTHER COMPREHENSIVE INCOME (LOSS)
Items that may be reclassified to profit or loss in
subsequent periods:
Currency translation adjustment 20,212 10,603
Income tax effect (5,053) (3,181)
15,159 7,422
Items that will not be reclassified to profit or loss in
subsequent periods:
Fair value reserve of financial asset at fair value through other
comprehensive income (Note 12) 885 211
TOTAL COMPREHENSIVE LOSS (P182,115) (P86,134)
Net Loss Attributable To:
Equity holders of the Parent Company (P194,926) (P93,153)
Non-controlling interest in consolidated subsidiaries (3,233) (614)
(P198,159) (P93,767)
Total Comprehensive Loss Attributable To:
Equity holders of the Parent Company (P178,882) (P85,520)
Non-controlling interest in consolidated subsidiaries (3,233) (614)
(P182,115) (P86,134)

Basic/Diluted Earnings (Loss) Per Share on Net Loss
Attributable to Equity Holders of the
Parent Company (Note 20) (P0.0375) (P0.0176)

See accompanying Notes to Unaudited Consolidated Financial Statements.
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GLOBAL FERRONICKEL HOLDINGS, INC. AND SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2022 AND 2021
(Amounts in Thousands)
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GLOBAL FERRONICKEL HOLDINGS, INC. AND SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE THREE MONTHS PERIOD ENDED MARCH 31, 2022 AND 2021
(Amounts in Thousands)

Global Ferronickel Holdings, Inc.

SEC Form 17-Q (1st Quarter 2022)

2022 2021
(Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES
Loss before income tax (P237,885) (P114,306)
Adjustments for;

Depreciation, depletion and amortization 50,225 34,858

Interest expense (Note 25) 22,785 7,045

Unrealized foreign exchange losses (gains) - net 13,163 (5,076)

Share in net loss of investment in associates (Note 9) 10,992 6,259

Retirement benefits costs (Note 16) 1,041 1,369

Accretion interest on provision for mine rehabilitation and

decommissioning (Note 25) 2,809 2,042

Interest income (2,101) (1,407)

Accretion interest on security deposit under “Other noncurrent assets” (Note 25) (237) -
Operating loss before changes in working capital (139,208) (69,216)
Decrease (increase) in:

Trade and other receivables (32,689) (46,684)

Inventories (51,445) (22,314)

Prepayments and other current assets (39,727) (29,986)
Increase (decrease) in trade and other payables 21,983 (66,727)
Net cash used in operations (241,086) (234,927)
Income taxes paid (22,832) (17,996)
Interest paid (33,104) (6,027)
Contributions (Note 16) (5,727) (5,727)
Interest received 788 628
Net cash flows used in operating activities (301,961) (264,049)
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to:

Property and equipment (76,068) (7,476)

Mine exploration costs - (5,883)
Increase in:

Advances to related parties (267,580) (107,972)

Other noncurrent assets (49,740) (62,131)
Net cash flows used in investing activities (393,388) (183,462)
CASH FLOWS FROM FINANCING ACTIVITIES
Payments of bank loans (12,647) -
Purchase of treasury shares (Note 19) (33,227) (367,902)
Increase (decrease) in:

Lease liabilities (17,518) (5,959)

Advances from related parties 1,009 72
Net cash flows used in financing activities (62,383) (373,789)
NET DECREASE IN CASH (757,732) (821,300)
EFFECT OF EXCHANGE RATE CHANGES ON CASH 47,443 19,653
CASH AT BEGINNING OF PERIOD 3,821,177 2,451,566
CASH AT END OF PERIOD 3,110,888 1,649,919

See accompanying Notes to Unaudited Consolidated Financia/ Statements.
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GLOBAL FERRONICKEL HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Information

Global Ferronickel Holdings, Inc. (formerly Southeast Asia Cement Holdings, Inc.; GFNI; Parent Company) is a corporation
listed in the Philippine Stock Exchange (PSE). It was incorporated and registered with the Philippine Securities and
Exchange Commission (SEC) on May 3, 1994. The principal activities of the Parent Company are to invest in, purchase or
otherwise acquire and own, hold, use, sell, assign, transfer, mortgage, pledge, exchange, or otherwise dispose of real and
personal property of every kind and description, including shares of stock, and other securities or obligations of any
corporation.

The registered office address of the Parent Company is 7th Floor Corporate Business Centre, 151 Paseo De Roxas, corner
Arnaiz Street, Makati City.

The following is the map of relationships of the Companies within the Group:

Baasia Mectar Southeast
Port Samices - Palavwan Mickal
Ine, {SHPSI m Global Ferronckel Hﬂl?lﬂﬁ*, 55T Venturas, Ine.
Far Services i {EFHI; Listed Holdkng Company) [SPMAI; Hiolding
Dataan) Company|*

FHI Steel Landholdings
Carporation (FILC,
Holder of Feaf Properiies

ol ES0)

%

FHi Steel Corporation
[FSL; Steel Procossing
Company)

Flatinum =roup etals Corporatsan
(PGME, Gperaing Campany m
Surigan del Morke)

=

Wealthy Huge
Corporation Limibed
[WIHCL. Hemg Kang
bazad Company

PEMC-CNER Shipping
fervices Corp: (PCSSC,
Barging Company n Sufgas
dal Mone)

FGMC International Limited
[PIL; Hong Keng based
COMPany)

Bungao integrated
Resources Corporation
[SIRE MFSA Holder]

* 0.47% represents the ownership of GFNI on SPNVI’s all classes of outstanding shares, preferred and common. GFNI
owns 37.5% of the outstanding common shares of SPNVI with voting power.
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The Parent Company’s principal stockholders as at March 31, 2022 are as follows:

List of Top 20 Stockholders

Name Citizenship Holdings Percentage
PCD NOMINEE CORP. - FILIPINO Filipino 2,159,388,375 41.53%
PCD NOMINEE CORP. - NON-FILIPINO Foreign 1,846,346,779 35..51%
REGULUS BEST NICKEL HOLDINGS INC. Filipino 523,154,668 10.06%
BLUE EAGLE ELITE VENTURE INC. Filipino 348,769,779 06.71%
SOHOTON SYNERGY, INC. Filipino 233,156,767 04.48%
RED LION FORTUNE GROUP INC. Filipino 57,588,866 01.11%
JOSEPH C. 8Y Filipino 5,000,000 00.10%
DANTE R BRAVO Filipino 3,261,053 00.06%
ORION-SQUIRE CAPITAL, INC. A/C-0459 Filipino 2,283 106 00.04%
CARLO A. MATILAC Filipino 1,733,226 00.03%
MARY BELLE D. BITUIN Filipino 1,630,523 00.03%
SQUIRE SECURITIES, INC Filipino 867,338 00.02%
CORSINO L. ODTOJAN Filipino 785,860 00.01%
GEARY L. BARIAS Filipino 785,860 00.01%
MARILOU C. CELZO Filipino 678,479 00.01%
EMMANUEL FELIPE E. FANG Filipino 575,779 00.01%
HILARIO A. SALE JR. Filipino 575,779 00.01%
GO GEORGE L. Filipino 539,153 00.01%
KUOK PHILIPPINES PROPERTIES INC. Filipino 463,953 00.01%
RICHARD C. GIMENEZ Filipino 430,738 00.01%
TONG GABRIEL Filipino 417,805 00.01%
OCA GREGORIO S. Filipino 415,193 00.01%
The Subsidiaries
PGMC

PGMC was registered with the Philippine SEC on February 10, 1983. PGMC is 99.98% owned by the Parent Company and
is primarily engaged in the exploration, mining and exporting of nickel ore located in the municipality of Claver, Surigao del
Norte. The registered office address of PGMC is at Penthouse, Platinum Tower, Aseana Avenue corner Fuentes St.,
Aseana, Parafiaque City.

PGMC has an Operating Agreement with SIRC for the exclusive right and privilege to undertake mining activities within the
area covered by the Mineral Production Sharing Agreement (MPSA) No. 007-92-X.

Seasonality

The Cagdianao Mine produces and exports nickel ores from April to October of each year, typically the dry and minimal sea
swell season at the mine site. During the rainy season, mining operations in the mine site are suspended and there is no
loading of ore onto ships. This seasonality results in quarter-to-quarter volatility in the operating results with more revenue
being earned and more expenses being incurred during the second and third quarters compared to the first and fourth
quarters.

SIRC

SIRC is a wholly-owned subsidiary of the Parent Company through PGMC and was registered with the Philippine SEC on
July 16, 1999. Its primary purposes are to engage in the exploration and processing of minerals, petroleum and other
mineral oils, to enter into financial and technical assistance agreements for the large-scale exploration, development and
utilization of mineral resources or otherwise engage in mining activities or enter into agreements as may be allowed by law.
The registered office address of SIRC is at Penthouse, Platinum Tower, Aseana Avenue corner Fuentes St., Aseana,
Parafiaque City.

SIRC is the holder of MPSA No. 007-92-X, redenominated as MPSA No. 007-92-X-SMR (Amended 1), located in
Cagdianao, Claver, Surigao del Norte. The said MPSA was last renewed on June 21, 2016 for another 25 years from its
initial term ending in 2017, or until February 14, 2042.

PCSSC

PCSSC is a wholly-owned subsidiary of the Parent Company through PGMC and was registered with the Philippine SEC on
June 4, 2013. Its primary purpose is to conduct and carry on the business of inter-island shipping, including chartering,
hiring, leasing, or otherwise acquiring tug and barge, self-propelled barges or landing craft tank (LCT) or other ships or
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vessels, together with equipment, appurtenances and furniture therefor; and to employ the same in the conveyance and
carriage of ores, minerals, goods, wares and merchandise of every kind and description. The registered office address of
PCSSC is at Penthouse, Platinum Tower, Aseana Avenue corner Fuentes St., Aseana, Parafiaque City.

PIL

PIL is a wholly-owned subsidiary of the Parent Company through PGMC and was incorporated on July 22, 2015 as a limited
company under the Companies Ordinance of Hong Kong. Its primary purpose is to trade mineral products. It was
established to facilitate relations with Chinese customers, to promote marketing, to collect accounts, to avail of offshore
banking services such as loans, credit/discounting lines and other financing arrangements, and to do other services for
PGMC. The registered office address of PIL is at Unit 4101-02, 41/F, Office Tower, Convention Plaza, 1 Harbour Road
Wanchai, Hong Kong.

WHCL

WHCL is a wholly-owned subsidiary of the Parent Company through PGMC and was incorporated on March 1, 2021 as a
limited company under the Companies Ordinance of Hong Kong. Its primary purpose is to facilitate relations with offshore
customers, collection of accounts, availment of offshore banking services, and such other services as will aid PGMC's
strategic growth in the ASEAN region. The registered office address of WHCL is at Room 804, 8/F, LAP FAI Building, 6-8
Pottinger Street, Central Hong Kong.

FSC

FSC is a wholly-owned subsidiary of the Parent Company and was registered with the Philippine SEC on August 5, 2019. Its
primary purpose is to engage in the business of buying, selling, dealing, at wholesale and retail, importing and manufacturing
iron, steel and other ferrous or non-ferrous metal products, to be processed either by melting, rolling, casting, or forging to
produce it in the form of ingots, billets, sections, bars, plates, strips, rods, tubes, pipes and other such form in demand in the
market or industry; to import materials, machinery and equipment needed to manufacture such finished products; and to
lease real properties such as land and buildings as needed. The registered office address of FSC is at Lot 9 3rd Floor AFAB
Administration Building, Freeport Area of Bataan Alas-asin Mariveles, Bataan, Region IlI, Philippines.

FSLC

FSLC is a wholly-owned subsidiary of the Parent Company and was registered with the Philippine SEC on May 31, 2019. Its
primary purpose is to engage in the business of managing real estate or interest therein, alone or in joint ventures with others
and for this purpose acquire land by purchase, lease, donation, or otherwise, and to own, use, improve, subdivide, hold,
administer, sell, convey, exchange, lease, mortgage, dispose of, work, develop, or otherwise deal in real property of any kind
and interest or right therein and to construct, improve, manage, or otherwise dispose of buildings and other structures of
whatever kind, together with their appurtenances whether for dwelling, commercial or industrial purposes. FSLC was
incorporated to hold real properties of FSC. The registered office address of FSLC is at Penthouse, Platinum Tower, Aseana
Avenue corner Fuentes St., Aseana, Parafiaque City.

SNPSI

SNPSI is a 64.03%-owned subsidiary of the Parent Company and was registered with the Philippine SEC on July 11, 2014
primarily to engage to carry on the business of providing and rendering general services incidental to and necessarily
connected with the operation and management of port terminals in the Philippines, which will involve the handling of
containers, bulk liquid and dry cargoes, bagging of fertilizers, refrigerated warehousing facilities, warehousing and
stevedoring, lightering, towing, and/or storing of cargo handled by SNPSI to and from port terminals in the delivery from
abroad and/or for shipment abroad as may be necessary or incidental thereto. The registered office address of SNPSI is at
Mariveles Multi-Purpose Terminal, Mariveles Diversion Road, Freeport Area of Bataan, Brgy. Sisiman, Mariveles, Bataan.

The Associate
SPNVI

SPNVI is an associate of the Parent Company and was registered with SEC on July 11, 2014 primarily to engage to
prospect, explore, locate, acquire, hold, work, develop, lease, operate and exploit mineral lands for nickel, chromite, copper,
manganese, magnesite, silver, gold, and other precious and non-precious metals; to acquire and dispose of mining claims
and rights, and to conduct and carry on the business of preparing, milling, concentrating, smelting, treating or preparing for
market, and to market, sell at wholesale, exchange or otherwise deal in nickel, chromite, copper, manganese, magnesite,
silver, gold and other mineral products. The registered office address of SPNVI is at Penthouse, Platinum Tower, Aseana
Avenue corner Fuentes St., Aseana, Parafiaque City.
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SPNVI directly owns 99.76% of Ipilan Nickel Corporation (INC), a company registered with the Philippine SEC on July 22,
2005, for the primary purpose to explore, develop, mine, operate, produce, utilize, process and dispose of all the minerals
and the products or by-products that may be produced, extracted, gathered, recovered, unearthed or found within the area of
Sitio Ipilan, Mambalot, Municipality of Brooke’s Point, Province of Palawan, consisting of 2,835 hectares and covered by
MPSA No. 017-93-1V, Amended 2000 by the Government of the Republic of the Philippines through the Secretary of the
Department of Environment and Natural Resources (DENR).

Basis of Preparation, Statement of Compliance and Basis of Consolidation

Basis of Preparation

The accompanying unaudited interim consolidated financial statements of the Group as at March 31, 2022 and for the three
months period ended March 31, 2022 and 2021 have been prepared in accordance with Philippine Accounting Standards
(PAS) 34, Interim Financial Reporting, and on a historical cost basis, except for the financial asset at fair value through other
comprehensive income (FVOCI), which are carried at fair value. The unaudited interim consolidated financial statements are
presented in Philippine peso, which is the Group’s presentation currency under the Philippine Financial Reporting Standards
(PFRS). Based on the economic substance of the underlying circumstances relevant to the Group, the functional currencies
of the Parent Company and subsidiaries is Philippine peso, except for PIL and WHCL whose functional currency is Hong
Kong Dollar (HK$). All values are rounded to the nearest thousand (000), except number of shares, per share data and as
indicated. Further, the unaudited interim consolidated financial statements do not include all the information and disclosure
required in the annual consolidated financial statements, and should be read in conjunction with the audited Group’s annual
consolidated financial statements as at December 31, 2021.

Statement of Compliance

The accompanying unaudited interim consolidated financial statements of the Group have been prepared in compliance with
PFRS. PFRS includes statements named PFRS, PAS, and Standard Interpretation Committee/ Philippine Interpretation
based on International Financial Reporting Interpretations Committee (IFRIC), which have been approved by the Financial
Reporting Standards Council (FRSC) and adopted by the SEC, including SEC pronouncements.

Basis of Consolidation
The unaudited interim consolidated financial statements include the balances of the Parent Company and its subsidiaries
and equity share in net income or losses of associates, after eliminating significant intercompany balances and transactions.

Principal Place Effective Ownership
Subsidiaries of Business Principal Activities March 31,2022  March, 31 2021
PGMC Philippines Mining 99.98% 99.98%
SIRCY Philippines Mining 99.98% 99.98%
PCSSC™ Philippines Services 99.98% 99.98%
PIL® Hong Kong Marketing, Trading 99.98% 99.98%
and Services
WHCL® Hong Kong Marketing, Trading 99.98% 99.98%
and Services
FSLC® Philippines Landholdings 100.00% 60.00%
FSC®@ Philippines Manufacturing 100.00% 51.00%
SNPSI® Philippines Port Operations 64.03% -
Associates
SPNVI® Philippines Holding/Mining 0.47% 0.47%
SNPSI® Philippines Port Operations - 40.05%

(1) Indirect ownership through PGMC.

(2) On November 9, 2021, FSC and FSLC became wholly-owned subsidiaries of the Parent Company when Huarong Asia Limited relinquished
its interest in FSC and FSLC in favor of the Parent Company.

(3) On December 29, 2021, the Parent Company’s equity interest in SNPSI increased from 40.05% to 64.03% as a result of the purchase of
additional interest from Nectar Group Limited, an existing stockholder.

(4) This represents the ownership of the Company on SPNVI’s all classes of outstanding shares, preferred and common. The Parent Company
owns 37.5% of the outstanding shares of SNPVI with voting power.
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The financial statements of the subsidiaries are prepared for the same reporting year as the Parent Company using uniform
and consistent accounting policies. When necessary, adjustments are made to the stand-alone financial statements of
subsidiaries to bring their accounting policies in line with the Group’s accounting policies.

hanges in Accounting Policies and Disclosur:
The accounting policies adopted are consistent with those of the previous financial year, except for the adoption of new
standards effective starting January 1, 2022. The Group has not early adopted any standard, interpretation or amendment
that has been issued but is not yet effective.

e  Amendments to PFRS 3, Reference to the Conceptual Framework
The amendments are intended to replace a reference to the Framework for the Preparation and Presentation of
Financial Statements, issued in 1989, with a reference to the Conceptual Framework for Financial Reporting issued in
March 2018 without significantly changing its requirements. The amendments added an exception to the recognition
principle of PFRS 3, Business Combinations to avoid the issue of potential “day 2" gains or losses arising for liabilities
and contingent liabilities that would be within the scope of PAS 37, Provisions, Contingent Liabilities and Contingent
Assets or Philippine-IFRIC 21, Levies, if incurred separately.

At the same time, the amendments add a new paragraph to PFRS 3 to clarify that contingent assets do not qualify for
recognition at the acquisition date.

The amendments are applied prospectively. The amendments did not have any impact on the consolidated financial
statements of the Group.

o Amendments to PAS 16, Plant and Equipment: Proceeds before Intended Use
The amendments prohibit entities deducting from the cost of an item of property, plant and equipment, any proceeds
from selling items produced while bringing that asset to the location and condition necessary for it to be capable of
operating in the manner intended by management. Instead, an entity recognizes the proceeds from selling such items,
and the costs of producing those items, in profit or loss.

The amendment must be applied retrospectively to items of property, plant and equipment made available for use on or
after the beginning of the earliest period presented when the entity first applies the amendment. The amendments did
not have any impact on the consolidated financial statements of the Group.

e Amendments to PAS 37, Onerous Contracts — Costs of Fulfilling a Contract
The amendments specify which costs an entity needs to include when assessing whether a contract is onerous or
loss-making. The amendments apply a “directly related cost approach”. The costs that relate directly to a contract to
provide goods or services include both incremental costs and an allocation of costs directly related to contract activities.
General and administrative costs do not relate directly to a contract and are excluded unless they are explicitly
chargeable to the counterparty under the contract.

The Group will apply these amendments to contracts for which it has not yet fulfilled all its obligations at the beginning of
the annual reporting period in which it first applies the amendments. The amendments did not have any impact on the
consolidated financial statements of the Group.

e  Annual Improvements to PFRSs 2018-2020 Cycle

e  Amendments to PFRS 1, First-time Adoption of PFRS, Subsidiary as a first-time adopter
The amendment permits a subsidiary that elects to apply paragraph D16(a) of PFRS 1 to measure cumulative
translation differences using the amounts reported by the parent, based on the parent’s date of transition to PFRS.
This amendment is also applied to an associate or joint venture that elects to apply paragraph D16(a) of PFRS 1.
The amendment is effective for annual reporting periods beginning on or after January 1, 2022 with earlier adoption
permitted. The amendments did not have any impact on the consolidated financial statements of the Group.

e Amendments to PFRS 9, Financial Instruments, Fees in the “10 percent” test for derecognition of financial liabilities
The amendment clarifies the fees that an entity includes when assessing whether the terms of a new or modified
financial liability are substantially different from the terms of the original financial liability. These fees include only
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those paid or received between the borrower and the lender, including fees paid or received by either the borrower
or lender on the other’s behalf. An entity applies the amendment to financial liabilities that are modified or
exchanged on or after the beginning of the annual reporting period in which the entity first applies the amendment.
The amendment is effective for annual reporting periods beginning on or after January 1, 2022 with earlier adoption
permitted. The Group will apply the amendments to financial liabilities that are modified or exchanged on or after
the beginning of the annual reporting period in which the entity first applies the amendment. The amendments did
not have any impact on the consolidated financial statements of the Group.

o Amendments to PAS 41, Agriculture, Taxation in fair value measurements
The amendment removes the requirement in paragraph 22 of PAS 41 that entities exclude cash flows for taxation
when measuring the fair value of assets within the scope of PAS 41. The Group applies the amendment
prospectively to fair value measurements on or after the beginning of the first annual reporting period beginning on
or after January 1, 2022 with earlier adoption permitted. The amendments did not have any impact on the
consolidated financial statements of the Group.

tandards | t not yet Effectiv
Pronouncements issued but not yet effective are listed below. The Group intends to adopt the following pronouncements
when they become effective. Adoption of these pronouncements is not expected to have a significant impact on the Group’s
consolidated financial statements [unless otherwise indicated)].

Effective beginning on or after January 1, 2023

o  Amendments to PAS 12, Deferred Tax related to Assets and Liabilities arising from a Single Transaction
o  Amendments to PAS 8, Definition of Accounting Estimates

e Amendments to PAS 1 and PFRS Practice Statement 2, Disclosure of Accounting Policies

Effective beginning on or after January 1, 2024
o Amendments to PAS 1, Classification of Liabilities as Current or Noncurrent

Effective beginning on or after January 1, 2025
e PFRS 17, Insurance Contracts

Deferred effectivity
o Amendments to PFRS 10, Consolidated Financial Statements, and PAS 28, Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture

Significant Accounting Judgments, Estimates and Assumptions

The preparation of the consolidated financial statements in accordance with PFRSs requires the Group to make judgments,
estimates and assumptions that affect the reported amounts of assets, liabilities, income and expenses and disclosure of
contingent assets and contingent liabilities. Future events may occur which will cause the judgments and assumptions used
in arriving at the estimates to change. The effects of any changes in estimates are reflected in the unaudited interim
consolidated financial statements as they become reasonably determinable.

Accounting 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 outcomes can differ from these estimates.

Judgments
In the process of applying the Group’s accounting policies, management has made judgments, apart from those involving

estimations, which have the most significant effect on the amounts recognized in the unaudited interim consolidated financial
statements.
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Estimates and Assumption

The Group based its assumptions and estimates on parameters available when the unaudited interim consolidated financial
statements were prepared. Existing circumstances and assumptions about future developments, however, may change due
to market changes or circumstances arising that are beyond the control of the Group. Such changes are reflected in the
assumptions when they occur.

4. Cash and Cash Equivalents

March 31, December 31,
Amount in thousands 2022 2021
(Unaudited) (Audited)
Cash on hand P1,227 1,011
Cash with banks 3,037,532 3,748,037
Short-term cash investments 72,129 72,129
3,110,888 3,821,177
5. Trade and Other Receivables

March 31, December 31,
Amount in thousands 2022 2021
(Unaudited) (Audited)
Trade 230,389 209,260

Advances to:
Contractors 119,953 92,588
Officers, employees and others 11,407 27,212
361,749 329,060
Less allowance for expected credit losses (ECL) 265,712 265,712
96,037 £63,348

There was no provision for ECL on trade and other receivables for the periods ended March 31, 2022 and 2021.

6. Inventories

March 31, December 31,

Amount in thousands 2022 2021
(Unaudited) (Audited)

Beneficiated nickel ore 281,425 186,372
Materials and supplies 78,740 83,098
360,165 269,470

Beneficiated nickel ore was valued at cost while materials and supplies which consist of tires, spare parts, and fuel and
lubricants were valued at net realizable value.

No provision for inventory losses was recognized for the periods ended March 31, 2022 and 2021. The balance of the

allowance for inventory losses on materials and supplies amounted to 7.5 million as at March 31, 2022 and December 31,
2021.

21



Global Ferronickel Holdings, Inc.
SEC Form 17-Q (1st Quarter 2022)

7. Prepayments and Other Current Assets
March 31, December 31,
Amount in thousands 2022 2021
(Unaudited) (Audited)
Prepaid taxes and licenses 45,526 5,803
Prepaid insurance 21,949 18,610
Prepaid rent 12,638 13,131
Creditable withholding taxes (CWT) 3,684 3,684
Advances to suppliers 1,511 5,261
Others 4,809 3,656
90,117 50,145
Less allowance for impairment losses 3,684 3,684
86,433 46,461
No provision for impairment losses on other current assets was recognized in 2022 and 2021.
8. Property and Equipment
As at March 31, 2022 and December 31, 2021, property and equipment amounted to $3,737.2 million and £3,746.4 million,
respectively. During the three-month period ended March 31, 2022 and 2021, the Group acquired assets with a cost of
£79.4 million and 7.5 million, respectively, including construction in-progress.
Depreciation and depletion expenses for the three-month period ended March 31, 2022 and 2021 amounted to $85.7 million
and ©59.9 million, respectively. As at March 31, 2022 and December 31, 2021, total accumulated depreciation and
depletion amounted to 3,007.2 million and ©2,920.3 million, respectively. Depreciation and depletion expenses directly
attributable to production amounting to #36.8 million and £26.4 million for the three months ended March 31, 2022 and
2021, respectively, were charged to beneficiated nickel ore inventory.
The property and equipment includes right-of-use assets amounted to £548.1 million and £567.9 million as at March 31,
2022 and December 31, 2021, respectively. As at March 31, 2022 and December 31, 2021, accumulated depreciation of the
right-of-use assets amounted to £136.0 million and £115.3 million, respectively. Depreciation expense of right-of-use
assets for the three-month period ended March 31, 2022 and 2021 amounted to £19.8 million and £7.3 million, respectively.
No property and equipment were pledged as at March 31, 2022 and December 31, 2020 except machineries and other
equipment subject to chattel mortgage.
9. Investment in an Associate

As at March 31, 2022 and December 31, 2021, investment in an associate amounted to nil.

Details of investment in SPNVI are as follows:

March 31, December 31,

Amount in thousands 2022 2021

(Unaudited) (Audited)

Cost £300,000 #300,000
Accumulated equity in net loss:

Beginning balance (300,000) (300,000)

Share in loss - -

Ending balance (300,000) (300,000)

P- P-
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SPNVI and subsidiaries incurred a net loss of £29.3 million and £10.0 million for the periods ended March 31, 2022 and
2021, respectively. The Group’s share in the net loss of SPNVI from its deposits for future acquisition amounted to £11.0
million and 3.8 million for the periods ended March 31, 2022 and 2021, respectively. As at March 31, 2022 and December
31, 2021, the Group’s accumulated share in net loss of SPNVI charged to its net investment in SPNVI are as follows:

March 31, December 31,
Amount in thousands 2022 2021
(Unaudited) (Audited)

Share in net loss charged to:
Investment in an associate £300 300
Deposits for future acquisition 57,044 46,050
P57,344 £46,350

SNPSI

On December 19, 2019, the Group acquired 40.05% interest in SNPSI and accounted for the investment using the equity
method. On December 29, 2021, the Group increased to 64.03% its ownership interest in SNPSI and SNPSI became a

subsidiary as at December 31, 2021.

SNPSI incurred a net loss of 6.2 million for the period ended March 31, 2021. The Group’s share in the net loss amounted
to 2.5 million for the period ended March 31, 2021.

The Group recognized total share in net loss of investment in associates amounting to 11.0 million and 6.3 million for the
periods ended March 31, 2022 and 2021, respectively.

10. Mining Rights

March 31, December 31,

Amount in thousands 2022 2021

(Unaudited) (Audited)

Cost 396,500 396,500
Accumulated amortization:

Beginning balance 270,921 259,675

Amortization - 11,246

Ending balance 270,921 270,921

Net book value $125,579 $125,579

No provision for impairment losses on mining rights was recognized for the periods ended March 31, 2022 and 2021.

1.

Mine Exploration Costs

March 31, December 31,

Amount in thousands 2022 2021
(Unaudited) (Audited)

Beginning balance P147,299 $241,361
Exploration expenditures incurred - 21,735
Reclassification — (115,797)
Ending balance P147,299

The Group operates CAGA 1, 2, 3 and 4 areas.
phase.

CAGA 5, 6, 7 and limestone areas are still under exploration and evaluation
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12. Other Noncurrent Assets

March 31, December 31,

Amount in thousands 2022 2021
(Unaudited) (Audited)

Mine rehabilitation fund (MRF) £318,116 ©317,765
Advances to suppliers 166,806 123,638
Input VAT 220,112 213,894
Restricted cash 78,286 77,176
Intangible asset 32,033 32,838
Security deposits 19,711 19,474
Computer software 4,231 4,454
Financial asset at FVOCI 4175 3,290
Others 29,595 31,052
873,065 823,581

Less allowance for impairment losses 206,071 206,071
666,994 P617,510

Financial Asset at FVOCI
There was no disposal of shares for the periods ended March 31, 2022 and 2021 and the shares are valued based on the
exit market price amounting to £0.99 and #0.78 per share as at March 31, 2022 and December 31, 2021, respectively.

Movements in the “Fair value reserve of financial asset at FVOCI” are as follows:

March 31, December 31,

Amount in thousands 2022 2021
(Unaudited) (Audited)

Beginning balance 5,565 5,481
Fair value reserve (885) 84
Ending balance 4,680 5,565

No dividend income was earned by the Group for the periods ended March 31, 2022 and 2021 from the financial asset at
FVOCI.

Movements in the allowance for impairment losses on other noncurrent assets are as follows:

March 31, December 31,

Amount in thousands 2022 2021
(Unaudited) (Audited)

Beginning balance 206,071 £202,180
Provision for impairment losses - 3,891
Ending balance £206,071 £206,071

13. Trade and Other Payables

March 31, December 31,

Amount in thousands 2022 2021
(Unaudited) (Audited)

Trade P111,321 £151,379
Contract liabilities 552,189 414,824
Dividends payable 20,238 21,562
Accrued expenses and taxes 21,944 83,528
Nontrade 29,635 30,426
Interest payables 510 5,662
P735,837 $707,381
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14. Loans Payable

March 31, December 31,
Amount in thousands 2022 2021
(Unaudited) (Audited)
Long term and short term loans:
Taiwan Cooperative Bank Manila Offshore
Banking Branch (TCB) P779,400 £761,610
Bank of Commerce (BOC) 35,119 47,766
UnionBank of the Philippines (UBP) 89,880 89,880
Total 904,399 899,256
Less current portion:
TCB 97,425 95,201
BOC 35,119 47,766
UBP 89,880 89,880
Loans payable - current portion 222 424 247,109
Noncurrent portion 681,975 652,147
Movements in the carrying value of loans payable are as follows:
March 31, December 31,
Amount in thousands 2022 2021
(Unaudited) (Audited)
Beginning balance 899,256 460,487
Availments - 892,776
Payments (12,647) (460,487)
Effect of changes in foreign currency exchange rates 17,790 6,480
Ending balance $904,399 899,256

Long term loans
Taiwan Cooperative Bank Manila Offshore Banking Branch (TCB)

On July 29, 2021, the Group was granted by TCB through PGMC an Omnibus Line for Loan Facility in the aggregate
principal amount not exceeding US$15.0 million for general corporate purposes. The Omnibus Line is comprised of
Revolving loan amounting to US$5.0 million and Term loan amounting to US$15.0 million with the following terms:
e Revolving loan shall be repaid at the maturity date of each loan but the tenor shall not exceed 180 days
e Term loan shall be repaid in four semi-annual installment repayments. First installment commences on the date
falling 18 months from the first drawdown date as follows:

Repayment installment from
outstanding principal at the end
of availability period (%)

Months from the first drawdown date

18 12.50%
24 12.50%
30 12.50%
36 62.50%

The interest shall be payable quarterly in arrears. The interest rate for the loan is the aggregate of the reference rate plus
spread of 3.25% per annum. The reference rate is the applicable London Interbank Offered Rates (LIBOR) displayed on the
Bloomberg and Reuters’ page for three (3) month yield as of approximately 11:15 am on the interest rate setting date as
stated in the loan agreement.
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The other conditions of the agreement are as follows:

a. The Group shall maintain a waterfall account with TCB wherein all amounts collected from the buyers of nickel ore shall
be deposited.

b. The security required by TCB shall consist of only three (3) kinds, as follows:

i. Accounts receivables from PGMC's customers or clients or Import letters of credit (LC) issued in favor of PGMC by
its customers and clients. Provided, that the aggregate value, in combination, shall at least twice (2x) the amount of
the actual drawdown

ii. Demand Deposit Account which shall be opened and set-up by the collateral provider acceptable to TCB (in this
case PGMC International Limited) amounting to at least 10% of the drawdown. The amount in said account maybe
reduced proportionately as PGMC pays the principal and its interest by express agreement of TCB and PGMC.

iv. Guarantee issued by any individual, juridical person such as corporations or any combination thereof that is
acceptable to TCB.

c. TCB is irrevocably appointed as the collecting agent for the account receivables from PGMC'’s export orders of nickel ore
and as a collecting and advising bank for the import LC opened by the buyers of the nickel ore of PGMC. All the
amount collected by TCB shall be deposited in the Waterfall Account of PGMC.

d. The Group may, at its option, prepay the loan in part or in full, together with accrued interest thereon.

If the Group fails to make payment when due of any sum (whether at the stated maturity, by acceleration or otherwise),

the Group shall pay penalty on such past due and unpaid amount/s at the rate of 18% per annum, in addition to the

interest rate from due date until the date of payment in full. The penalty shall be payable from time to time and upon
demand by the bank.

On July 30, 2021, the Group made a drawdown amounting to US$15.0 million of the loan.

Interest expense related to the TCB loan amounted to £7.6 million and #4.7 million for the periods ended March 31, 2022
and 2021, respectively.

Bank of Commerce (BOC)

On May 10, 2017, the Group through SNPSI entered into a loan agreement with BOC to acquire additional financing to
support the construction of Phase 1 of the dry bulk terminal facilities in Mariveles, Bataan. Repayments of the loan will be in
equal semi-annual installments for five (5) years and bear an annual interest rate ranging from 7.12% to 7.21% per annum.

The loan is secured by SNPSI's shares of stock as collateral and a continuing suretyship from Seasia Logistics Philippines,
Inc. Part of the agreement states that SNPSI shall not participate in or enter into any merger or consolidation, sell, lease
mortgage or otherwise dispose of all or substantially all of its assets and voluntarily suspend its business operations or
dissolve its affairs, and declare or pay dividends to its shareholders (other than dividends payable solely in shares of capital
stock) if payment of any sum due to BOC is in arrears.

Interest expense related to the BOC loan amounted to 0.6 million for the period ended March 31, 2022.

SBM Leasing

On July 5, 2019, the Group through PGMC availed long-term loan from SBM Leasing for the acquisition of transportation
equipment. The loans are payable within two (2) years and bear an annual interest rate of 9.50% per annum. On July 15,
2021, the SBM Leasing term loan was fully paid.

Short term loans
BDO

The Group is granted annually by BDO a revolving US$20.0 million Export Packing Credit Line for working capital purposes.
No drawdowns were made for the periods ended March 31, 2022 and 2021.

UnionBank of the Philippines (UBP)

On May 20, 2021 and June 10, 2021, the Group through SNPSI entered into short-term loans for £50.0 million and £40.0
million, respectively. These are payable in one (1) year, bear an annual interest rate of 6.50% per annum and are intended
for working capital purposes. Interest expense related to the UBP loan amounted to #1.5 million for the period ended March
31, 2022.
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hattel mortgage loan
In 2019, the Group availed two (2) chattel mortgage loans from Caterpillar Financial Services Philippines Inc. (CFSPI) for the
acquisition of transportation equipment. The loans are payable within two (2) years at interest rates ranging from 5.97% to
6.31% per annum and payable in monthly installments. On July 20, 2021, the CFSPI chattel mortgage loan was fully paid.

The Group has complied with the terms of the loans as at March 31, 2022 and December 31, 2021.

15.

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 these restoration activities includes dismantling and
demolition of infrastructures, removal of residual materials and remediation of disturbed areas.

March 31, December 31,

Amount in thousands 2022 2021
(Unaudited) (Audited)

Beginning balance $305,414 328,601
Accretion interest 2,809 8,170
Effect of change in estimate - (31,357)
Ending balance $308,223 #305,414

16.

Retirement Obligation

The GFNI Group of Companies Multiemployer Retirement Plan (the Retirement Plan) is jointly established by PGMC,
PCSSC, INC and the Parent Company, and other affiliate companies that may adopt the said plan. The Retirement Plan is a
non-contributory defined benefit retirement plan covering all of the Group’s regular employees effective January 1, 2018.

The funding of the Retirement Plan shall be determined by the actuarial advisor and payment of the benefits thereunder shall
be provided through the medium of a fund held by the Trustee Bank under the Trust Agreement.

There was no plan termination, curtailment or settlement as at March 31, 2022 and December 31, 2021.
The latest actuarial valuation report of the retirement plan is as at December 31, 2021.

As at March 31, 2022, the Group’s contribution to the pension fund amounted to 5.7 million. The Group does not currently
employ any asset-liability matching.

As at March 31, 2022 and December 31, 2021, the retirement plan asset, net of retirement obligation, amounted to £31.0
million and 28.4 million, respectively. The retirement benefits costs amounted to 3.5 million and 2.6 million for the three
months period ended March 31, 2022 and 2021, respectively. The interest cost on retirement obligation amounted to £1.0
million for the three months period ended March 31, 2022 and 2021. The interest income on plan assets amounted to 1.3
million and 0.8 million for the three months period ended March 31, 2022 and 2021, respectively.

17.

Other Noncurrent Liabilities

March 31, December 31,
Amount in thousands 2022 2021
(Unaudited) (Audited)

Previous stockholders of Celestial Nickel Mining
Exploration Corporation (CNMEC) 356,402 356,402
Brookes Nickel Ventures, Inc. (BNVI) 165,566 165,566
$521,968 £521,968
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18. Leases
The Group has lease contracts for various properties and equipment used in its operations and office spaces. Leases of
office spaces generally have lease terms between three (3) and thirteen (13) years while the equipment has a lease term of
two (2) years. The Group’s obligations under its leases are secured by the lessor’s title to the leased assets. Generally, the
Group is restricted from assigning and subleasing the leased assets without approval of lessor.
The Group also has certain lease of office spaces and machineries and equipment with lease terms of twelve (12) months or
less. The Group applies the “short-term lease” recognition exemptions for these leases.
The lease liabilities as at at March 31, 2022 and December 31, 2021, discounted using incremental borrowing rate are as
follows:
March 31, December 31,
Amount in thousands 2022 2021
(Unaudited) (Audited)
Lease liabilities 495,580 506,968
Less current portion 73,708 64,725
Noncurrent portion P421,872 P442,243
The rollforward analysis of lease liabilities follows:
March 31, December 31,
Amount in thousands 2022 2021
(Unaudited) (Audited)
Beginning balance $506,968 94,081
Interest expense 6,130 22,103
Payments (17,518) (101,551)
Additions - 492,335
Ending balance P495,580 506,968
19. Equity

Capital Stock

The Parent Company has 11,957,161,906 authorized shares at £1.05 par value as at March 31, 2022 and December 31,
2021. Out of the total authorized shares of the Parent Company, 6,072,357,151 shares are issued amounting to 6,375,975

as at March 31, 2022 and December 31, 2021.

The Parent Company has only one (1) class of common shares which do not carry any right to fixed income.

NCI

March 31, 2022

SNPSI PGMC Total

Percentage of ownership 35.97% 0.02%
Issuance of capital stock and acquisition 356,639 446 357,085
Retained earnings, beginning - 211 211
Total comprehensive income

attributable to NCI (3,198) (35) (3,233)
Cash dividend - - -
Total 353,441 622 354,063
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December 31, 2021

SNPSI PGMC Total

Percentage of ownership 35.97% 0.02%
Acquisition of SNPS 356,639 - 356,639
Issuance of capital stock - 446 446
Retained earnings, beginning - 59 59
Total comprehensive income

attributable to NCI - 406 406
Cash dividend - (254) (254)
Total 356,639 B57 357,296
Tr k

The Parent Company has 872,484,322 shares amounting to 1,946.0 million and 862,044,322 shares amounting to
1,912.8 million in treasury as at March 31, 2022 and December 31, 2021, respectively.

For the periods ended March 31, 2022 and 2021, the Parent Company purchased a total of 10,440,000 common shares and
126,862,000 common shares at an average price of 3.18 per share and £2.90 per share, respectively.

20. Earnings Per Share

The following reflects the income and share data used in the earnings (loss) per share computation for the three months
period ended March 31:

2022 2021
(Unaudited)
Net loss attributable to equity holders of the
Parent Company (amounts in thousands) (P194,926) (P93,153)
Number of shares:
Common shares outstanding at beginning
of the year 5,210,312,829 5,337,174,829
Effect of buyback during the period (8,521,484) (47,038,719)
Adjusted weighted average number
of common shares outstanding 5,201,791,345 5,290,136,110
Basic/Diluted Earnings (Loss) per Share (P0.0375) (P0.0176)

As at March 31, 2022 and 2021, there are no potentially dilutive common shares.

21. Cost of Sales

For the three months period ended March 31

Amount in thousands 2022 2021
(Unaudited)

Contract hire and others £11,336 $21,786
Depreciation and depletion 11,745 13,509
Fuel, oil and lubricants 1,952 1,574
Personnel costs (see Note 24) 1,643 5418
Others 2,843 5,183

£29,519 P47,470
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22. General and Administrative

For the three months period ended March 31

Amount in thousands 2022 2021
(Unaudited)

Personnel costs (see Note 24) 56,154 $52,355
Depreciation 38,480 21,349
Taxes and licenses 29,864 31,143
Outside services 20,192 15,992
Marketing and entertainment 12,435 11,677
Consultancy fees 10,918 10,595
Repairs and maintenance 9,093 3,208
Office supplies 4,003 3,832
Fuel, oil and lubricants 3,329 1,550
Travel and transportation 3,405 2,089
Membership and subscription 2,214 1,519
Communication 1,269 895
Rentals 342 421
Other charges 6,947 10,061

$198,645 166,686

23. Shipping and Distribution

For the three months period ended March 31

Amount in thousands 2022 2021
(Unaudited)

Fuel, oil and lubricants P1,776 P404
Personnel costs (see Note 24) 340 729
Repairs and maintenance and others 87 29
Supplies 52 752
Government fees 30 434
Barging charges - 7,319
Stevedoring charges and shipping expenses - 794

P£2,285 £10,461

24. Personnel Costs

For the three months period ended March 31

Amount in thousands 2022 2021
(Unaudited)

Salaries and wages £51,090 $53,170

Retirement benefits costs 1,041 1,369

Other employee benefits 6,006 3,963

£58,137 £58,502

Other employee benefits are composed of various benefits given to employees that are individually immaterial.
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The personnel costs were distributed as follows:

For the three months period ended March 31

Amount in thousands 2022 2021
(Unaudited)

Cost of sales (see Note 21) 1,643 #5,418

General and administrative (see Note 22) 56,154 52,355

Shipping and distribution (see Note 23) 340 729

58,137 58,502

25. Finance Costs

For the three months period ended March 31

Amount in thousands 2022 2021
(Unaudited)
Interest expense P22,785 P7,045
Accretion interest on provision for mine
rehabilitation and decommissioning 2,809 2,042
Bank charges 186 444
$25,780 9,531

26. Related Party Disclosures

Set out below are the Group’s transactions with related parties for the three-month period ended March 31, 2022 and 2021,
including the corresponding assets and liabilities arising from the said transactions as at March 31, 2022 (Unaudited) and
December 31, 2021 (Audited):

Amount in thousands Advances to Advances from
Category Amount/Volume related parties related parties Terms Conditions
Stockholders
March 31, 2022 P41 1,867,426 £9,070  Ondemand;
December 31, 2021 P- 1,867,385 9,070  noninterest-
bearing;
collectible or Secured;

payable in cash with guarantee
Affiliates with common
officers, directors and

stockholders
March 31, 2022 267,539 1,072,869 227,800  Ondemand;
December 31, 2021 294,742 805,330 226,791 noninterest-
bearing;
collectible or Secured;
payable in cash with guarantee
Associate
March 31, 2022 - 91,799 - Ondemand;
December 31, 2021 - 91,799 = noninterest-
bearing; collectible in  gecyred:
cash with guarantee
Total 3,032,094 236,870
Total 2,764,514 235,861
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The summary of significant transactions and account balances with related parties are as follows:

a. PIL entered into ore supply sales agreements with PGMC for the purchase of nickel ore amounting to nil and £88.3
million for the periods ended March 31, 2022 and 2021, respectively.

b. In the first quarter of 2022, PGMC entered into a seven-month Time Charter Agreement with PCSSC wherein the latter
will render barging services to the former for a monthly charter fee amounting to 2.6 million per LCT, subject to
renewal upon mutual agreement of the parties. The charter fee incurred amounted to nil and 4.7 million for the
periods ended March 31, 2022 and 2021, respectively.

c.  Key management personnel are those persons having authority and responsibility for planning, directing and controlling
the activities of the Group, directly or indirectly, including any director (whether executive or otherwise) of the Group.
The compensation of the key management personnel of the Group for the three months period ended March 31, 2022
and 2021 amounted to #16.1 million.

27. Income Taxes
The components of the Group'’s net deferred income tax assets as at March 31, 2022 and December 31, 2021 follow:
Amount in thousands 2022 2021
(Unaudited) Audited
Deferred tax assets:
Provision for mine rehabilitation and decommissioning P77,056 P76,354
Allowance for impairment losses on trade and other receivables 66,428 66,428
Depreciation of right-of-use asset 23,450 18,778
Retirement obligation recognized in profit or loss 6,351 6,920
Accrued taxes 2,620 2,620
Net operating loss carry-over 37,664 2,298
Allowance for impairment losses on inventories 1,883 1,883
215,452 $175,281
Deferred tax liabilities:
Undepleted asset retirement obligation (P33,593) (P33,593)
Unrealized foreing exchange gains - net (2,073) (6,519)
Currency translation adjustment recognized directly in OCI (11,423) (6,370)
Lease payments (19,572) (15,364)
Retirement obligation recognized directly in OCI (14,568) (14,568)
Rental income (2,935) (2,614)
(84,164) (79,028)
Deferred tax assets - net £131,288 96,253
The current provision for income tax represents special corporate income tax (5% tax on gross income) and regular
corporate income tax for the three months ended March 31, 2022 and 2021, respectively. The Group has availed of the
itemized deductions method in claiming its deductions for the three months ended March 31, 2022 and 2021.
28. Financial Instruments

The following methods and assumptions were used to estimate the fair value of each class of financial instruments for which
it is practicable to estimate such values:

Cash and cash equivalents, Trade receivables, and Advances to contractors under “Trade and other receivables” and Trade
and other payables

The carrying amounts of cash and cash equivalents, trade receivables, and advances to contractors under “Trade and other
receivables” and trade and other payables approximate their fair values due to the short-term nature of these accounts.
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Restricted cash under “Other noncurrent assets”
The carrying amounts approximate their fair values since these are restricted cash in banks which earn interest based on
prevailing market rates repriced monthly.

Financial asset at FVOCI under “Other noncurrent assets”
The fair value of quoted equity instrument is determined by reference to the market closing quotes at the end of the reporting
period.

Advances to and from related parties and Payable to previous stockholders of CNMEC and BNVI under “Other noncurrent
liabilities”

Advances to and from related parties and payable to previous stockholders of CNMEC and BNVI do not have fixed
repayment terms. As such, their carrying amounts approximate their fair values.

Loans Payable
The fair value of loans payable is estimated using the discounted cash flow methodology using the benchmark risk free rates
for similar types of loans and borrowings, except for variable-rate borrowings which are repriced quarterly.

Lease Liabilities

The carrying amount of lease liabilities are carried at present value due to the long-term nature of the account. The fair value
of lease liabilities was computed by discounting the expected cash flows within effective interest rate ranging from 2.5% to
7.3%. The computed fair value approximates its carrying amount.

Fair Value Hierarchy
As at March 31, 2022 and December 31, 2021, the Group’s financial asset at FVOClI is classified under Level 1 and its loans

payable and lease liabilities are classified under Level 3.

There were no transfers between levels of fair value measurement as at March 31, 2022 and December 31, 2021.

29.

Operating Segment Information

Operating segments are components of the Group that engage in business activities from which they may earn revenues
and incur expenses, whose operating results are regularly reviewed by the Group’s chief operating decision maker (the
BOD) to make decisions about how resources are to be allocated to the segment and assess their performances, and for
which discrete financial information is available.

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 Group conducts the majority of its business activities in the following areas:

e The mining segment is engaged in the exploration, mining and exporting of nickel saprolite and limonite ore;

e The services segment is engaged in the chartering out of LCTs by PCSSC to PGMC and port services rendered by
SNPSI to its customers; and

e The manufacturing segment includes FSC which is engaged in the manufacturing of iron steel bars and FSLC which is
engaged in holding the real properties of FSC.

The Group’s core business is the sale of nickel ore to external customers which accounted for the Group’s total revenue.
Accordingly, the Group’s mining segment operates in two (2) geographical locations, Philippines and Hong Kong.
Noncurrent assets of the Group comprising property and equipment, deposits for future acquisition, mine exploration costs,
mining rights, and other noncurrent assets are located in the Philippines and Hong Kong.
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For the three months period ended March 31

Amount in thousands 2022 2021

Country of Domicile (Unaudited)

China B- £133,269

Local 39,904 -
39,904 133,269

The revenue information above is based on the location of the customers. The local customers include SNPSI's revenue
from Philcement Corporation, which is an Authority of the Freeport Area of Bataan (AFAB)-registered entity.

Financial information on the operation of the various business segments are as follows:

March 31, 2022 (Unaudited)

Amount in thousands Mining Services Manufacturing Elimination Total
External customers P- 39,904 P- P- 39,904
Intersegment revenues — — - — -
Total revenues - 39,904 - - 39,904
Cost of sales - 29,519 - - 25,519
Excise taxes and royalties - - - - -
Shipping and distribution 2,285 - - - 2,285
Segment operating earnings (2,285) 10,385 - — 8,100
General and administrative 160,148 35,991 2,506 - 198,645
Finance income 2,075 19 7 - 2,101
Finance costs (17,790) (7,990) - - (25,780)
Share in net loss of investment in associates (10,992) - - - (10,992)
Other charges - net (12,669) - - - (12,669)
Provision for (benefit from) income tax (40,282) 235 321 - (39,726)
Net loss attributable to equity
holders of GFNI (P161,492) (P30,614) (P2,820) P- (P194,926)
Segment assets 23,508,888 1,766,729 P451,704 (P12,173,601) 13,553,720
Deferred tax assets - net 143,984 5,019 (3,698) (14,017) 131,288
Total assets 23,652,872 P1,771,748 448,006 (12,187,618) 13,685,008
Segment liabilities 3,412,623 559,457 387,785 (P1,076,601) 3,283,264
Capital expenditures 60,980 £15,276 P4,274 (P1,102) £79,428
Depreciation and depletion 63,755 23,147 P135 P- 87,037
March 31, 2021 (Unaudited)

Amount in thousands Mining Services Manufacturing Elimination Total
External customers £133,269 P- P- P- 133,269
Intersegment revenues 88,271 4,734 - (93,005) -
Total revenues 221,540 4,734 - (93,005) 133,269
Cost of sales 133,923 1,504 - (87,957) 47,470
Excise taxes and royalties 13,316 - - - 13,316
Shipping and distribution 15,195 — — (4,734) 10,461
Segment operating earnings (loss) 59,106 3,230 - (314) 62,022
General and administrative (140,884) (23,623) (2,179) - (166,686)
Finance costs (9,531) - - - (9,531)
Finance income 1,362 37 8 - 1,407
Share in net loss of investment in associates (6,259) - - - (6,259)
Other income - net 4,427 - - 314 4741
Provision for (benefit from) income tax (20,912) 32 341 — (20,539)
Segment net loss (70,867) (20,388) (2,512) — (93,767)
Net loss attributable to NCI (17) - (597) - (614)
Segment net loss attributable to

equity holders of GFNI (P70,850) (20,388) (P1,915) P (P93,153)
Segment assets 21,202,194 330,357 527,841 (P11,198,564) 10,861,828
Deferred tax assets - net 149,541 27,594 (1,841) — 175,294
Total assets 21,351,735 357,951 526,000 (P11,198,564) 11,037,122
Segment liabilities 2,587,375 2,111 462,429 (P673,719) 2,378,196
Capital expenditures 6,896 P65 P515 P- P7,476
Depreciation and depletion 52,353 8,787 P127 P- 61,267
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Amount in thousands Mining Services Manufacturing Elimination Total
Segment assets 23,762,903 1,820,852 451,290 (P12,233,779) 13,801,266
Deferred tax assets - net 103,703 4,891 (3,377) (8,964) 96,253
Total assets 23,866,606 1,825,743 P447,913 (P12,242,743) 13,897,519
Segment liabilities 3,452,420 579,641 386,155 (P1,137,861) 3,280,355
Capital expenditures 904,919 1,125,028 9,975 P 2,039,922
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