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IMPERIAL RESOURCES, INC.

82-J 4 Street, New Manila, Quezon City
Telephone No. 724-2986 * Fax No. 721-4648

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

Securities and Exchange Commission (SEC)
Secretariat Building

PICC Complex, Roxas Boulevard

Pasay City

Philippines

The management of IMPERIAL RESOURCES, INCORPORATED (the Company) is
responsible for the preparation and fair presentation of the financial statements including
the schedules attached therein, for the years ended December 31, 2021, 2020 and 2019, in
accordance with Philippine Financial Reporting Standards (PFRSs), and for such internal
control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Company’s financial reporting
process.

The Board of Directors reviews and approves the financial statements including the
schedules attached therein, and submits the same to the stockholders.

VILLARUZ, VILLARUZ & CO., CPAs, the independent auditor appointed by the
stockholders, has audited the financial statements of the Company in accordance with
Philippine Standards on Auditing, and in its report to the stockholders, has expressed its
opinion on the fairness of presentation upon completion of such audit.

Homégo M #A&%L

Chairman of the Board

/ /
IVERIO L. LAP, » JR.
President / Chief tive Officer

DESIDERIO L. LAPERAL
VicefPresident / Chief Financial Officer

Signed this 13th day of April, 2022
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INDEPENDENT AUDITORS’ REPORT

The Board of Directors and Shareholders of
IMPERIAL RESOURCES, INCORPORATED
82-J 4% Street, Barangay Mariana, New Manila
Quezon City

Report on the Audits of the Financial Statements
Opinion

We have audited the accompanying financial statements of IMPERIAL RESOURCES,
INCORPORATED (the Company) which comprise the statements of financial position as at
December 31, 2021, 2020 and 2019, and the statements of comprehensive income, statements of
changes in equity and statements of cash flows for the years then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of IMPERIAL RESOURCES, INCORPORATED as at December 3 1, 2021, 2020
and 2019, and its financial performance and its cash flows for the years then ended in accordance
with Philippine Financial Reporting Standards (PFRSs).

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audits of the Financial Statements section of our report. We are independent of the Company in
accordance with the Code of Ethics for Professional Accountants in the Philippines (Code of Ethics),
together with the ethical requirements that are relevant to our audit of the financial statements in the
Philippines, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the Code of Ethics. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key Audit Matlers are those matters that, in our professional judgment, were of most significance in
our audit of the Company’s financial statements as at and for the vear ended December 31, 2021,
These matters were addressed in the context of our audit of the financial statements as a whole and, in
forming our opinion thereon, we do not provide a separate opinion on these matters,

Valuation of Investment property
Refer to Note 13 in the financial statements.

Management had estimated the fair value of the Company’s investment property to be P870,000,000
as at December 31, 2021 with an unrealized revaluation gain for the year ended December 31, 2021
recorded in the statements of comprehensive income of P40,000,000. Independent external valuation
was obtained in order to support management’s estimates. The valuation is dependent on certain key

Unit 3, " Floor, Galleria Corporate Center, EDSA cor. Ortigas Ave., Quezon City, Philippines
Tel nos. +632 86871329 / +632 86873324 / +632 86388014 / +632 86383099 / +632 86877034 ;
Fax no. +632 86874787
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assumptions that required significant management judgment including selection of fair value
technique to determine the carrying value of the investment property. Such fair value was determined
based on recent prices of similar properties, with corresponding adjustments to reflect any changes in
economic conditions affecting the latest valuation.

Our procedures in relation to management’s valuation of investment property included:
* Evaluation of the independent external valuer’s competence, capabilities and objectivity;

* Assessment of the methodologies used, and the appropriateness of the key assumptions based
on our knowledge of the property industry; and

*  Checking, on a sample basis, the accuracy and relevance of the input data used.

We found that the key assumptions used were supported by appropriate supporting documents and
available market data. The fair market value of the property was determined using the Sales
Comparison Approach which considered the sale of similar, or substitute properties and related
market data were determined to be reasonable and acceptable. We found the disclosures in Note 13 to
be appropriate.

Recoverability of Exploration and Evaluation Assets
Refer to Note 14 in the financial statements.

The ability of the Company to recover its exploration and evaluation assets depends on the
commercial viability of the mineral resources. The carrying value of the exploration and evaluation
assets as at December 31, 2021 amounted to P50,472,348 which was considered material to the
financial statements. This matter is important to our audit because of the substantial amount of
exploration and evaluation assets and the significant management judgment involved in performing a
recoverability review.

Our procedures in relation to management’s assessment on the recoverability of exploration and
evaluation assets included the following;

* Obtained the status of the Company’s exploration and evaluation projects in Indonesia as of
December 31, 2021;

* Reviewed the terms of contracts, agreements, and reports pertaining to the geologic and
geophysical survey and improved operating license agreements and permits of the
exploration and evaluation projects to determine the right of the Company to explore in
specific areas; and

* Reviewed management’s assessment on the recoverability and impairment of the exploration
and evaluation assets by comparing the forecasted asphalt prices in the Philippine market
based on the expected volume of asphalt to be mined per the Resistivity Geophysical Study
of Buton Asphalt against the capitalized cost of Exploration and Evaluation Assets.

We found that the key assumptions used by the Management in their assessment and evaluation of the
recoverability of the Exploration and Evaluation Assets were acceptable and deemed reasonable
based on available evidence. The total forecasted price of commercially viable asphalt highly exceeds
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the capitalized costs of the Exploration and Evaluation Assets, which represents less than 1% only of
its total forecasted price, based on the resulting valuation of asphalt using several available asphalt
prices in the Philippine market. We found the disclosures in Note 14 to be appropriate.

Other Information

The Management is responsible for the other information. The other information comprises the
information included in the SEC Form 17-A and Annual Report for the year ended December 31,
2021 but does not include the financial statements and our auditors report thereon. The SEC Form 17-
A and Annual Report for the year ended December 31, 2021, are expected to be made available to us
after the date of this auditor’s report.

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

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

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

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

In preparing the financial statements, management is responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liguidate the Company or
to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s Responsibilities for the Audits of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with PSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

Unit 3, 9 Floor, Galleria Corporate Center, EDSA cor. Ortigas Ave., Quezon City, Philippines
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As part of an audit in accordance with PSAs, we exercise professional judgment and maintain
ptofessional skepticism throughout the audit. We also:

* Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

* Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

* Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern. If we conclude that a material uncettainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Qur conclusions are
based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Company to cease to continue as a going concern.

* Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit,

Report on the Supplementary Information Required Under Revenue Regulations No. 15-2010

Our andits were conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The supplementary information on taxes and licenses and additional disclosure
requirements on schedule in Note 28 to the financial statements is presented for purposes of filing
with the Bureau of Internal Revenue and is not a required part of the basic financial statements. Such
supplementary information is the responsibility of management and has been subjected to the
auditing procedures applied in our audit of the basic financial statements. In our opinion, the
supplementary information is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.
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IMPERIAL RESQURCES, INCORPORATED
PARENT ENTITY STATEMENTS OF FINANCIAL POSITION
December 31, 2021, 2020 and 2019
(All amounts in Philippinc Peso)

ASSETS
Notes 2021 2020 2019
CURRENT ASSETS
Cash and cash equivalents 38 2,494,732 2,873,962 2,927,732
Other receivahles 3,9 56 6,862 14,354
Prepayments 3,10 23,875 24,495 37487
Total Current Assets 2,518,663 2,905,319 2.979.573
NON-CURRENT ASSETS
Invesiment in stocks 3,11 80,000 80,000 . 80,000
Property and equipment, net 3,12 1 1 3,133
Investment property 3,13 §70,000,000 830,000,000 790,500,600
Exploration and evaluation assets 3,14 50,472,348 50,472,348 50,472,348
Due from subsidiary 3,15 136,934 357,934 583,934
Deferred tax asset 3,17 1,005,523 1,199,398 1,347,887
Total Non-current Assets 921,694,806 882,109,681 842,987,302
TOTAL ASSETS 924,213,469 885,015,000 845,966,875
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Accruals and other payables 3,18 1,237,103 752,959 228,943
Income tax payable 3,17 - - 2,513
Total Current Liabilities 1,237,103 752,959 231,436
NON-CURRENT LIABILITIES
Advances from shareholders 3,16 55,716,154 50,433,840 43,862,840
Retirement benefits payable 3,19 4,022,092 3,997,992 4,492 954
Total Non-current Liabilities 59,738,246 54,431,832 48,355,794
TOTAL LIABILITIES 60,975,349 55,184.791 48 587,250
EQUITY
Share capital 3,26 636,563,546 636,563,546 636,563,546
Remeasutetnent on retirement benefits payable 3,19 13,355 (64,056) 146,340
Retained eamings 3 . 226,661,219 193,330,719 160,669,739
TOTAL EQUITY 863,238,120 829 830,209 797,379,625
TOTAL LIABILITIES AND EQUITY 924,213,469 885,015,000 845,966,875

{See Notes to Financial Statements}



IMPERIAL RESOURCES, INCORPORATED
PARENT ENTITY STATEMENTS OF COMPREHENSIVE INCOME
For the years ended December 31, 2021, 2020 and 2019
(All amounts in Philippine Peso)

Notes 2021 2020 2019
OTHER INCOME

Unrealized gain from investment property revaluation I3 40,400,000 39,500,000 5,500,000

Interest income 8 1,153 3,098 9,770

Unrealized gain on foreign exchange, net 8, 22 124,424 - -

Total Other Income 40,125,577 39,503,008 5,509,770
ADMINISTRATIVE EXPENSES 3,24 6,627,006 6,603,460 8,200,136
PROFIT (LOSS) FROM OPERATIONS 33,498,571 32,899,638 (2,690,366)
INCOME TAX EXPENSE (BENEFIT) - DEFERRED 17 168,071 238,658 (103,937,
PROFIT {LOSS) FOR THE YEAR 33,330,500 32,660,980 (2,586,429}
OTHER COMPREHENSIVE INCOME (LOSS)

Item that will not be reclassified subsequently to profit or loss:

Remeasurements of retirement benefits payable, net of {ax 3,19 77,411 (210,396) 149,029
TOTAL COMPREHENSIVE INCOME (L.OSS) FOR THE YEAR 33,407,911 32,450,584 {2,437,400)
LOSS PER SHARE:

Basic 3,25 0.05 0,05 {0.00)

Diluted 3,25 0.05 0,05 (0.00)

{See Notes to Financial Statements)



IMPERIAL RESOURCES, INCORPORATED
PARENT ENTITY STATEMENTS OF CHANGES IN EQUITY
For the years ended December 31, 2021, 2020 and 2019
(Al ameunts in Philippine Peso)

Remeasurements
of retirement Retained Earnings
Notes  Share Capital _ benefits payable (Deficit} Total Equity
SHARE CAPITAL
Authorized 1,800,000,000 shares at P1
par value per share 1,800,000,000 26
Issued and Subscribed 652,500,000
shares at P] par value per share 652,500,000 26
Subscription Receivable 15,936,454 26
Paid-up 636,563,546 636,563,546
shares at P1 par value per share
Balance at January 1, 2019 636,563,546 (2,689} 163,256,168 799,817,025
Total comprehensive income (loss):
Net Loss for tha year - - (2,586,429 (2,586,429)
Other comprehensive income for the year - 149,029 - 149,029
Total comprehensive income {loss) for the year - 149,029 {2,586,429) (2,437,400%
Balance, December 30, 2019 636,563,546 146,340 160,669,739 797,379,625
Total comprehensive income (loss):
Net Profit for the year - - 32,660,980 32,660,980
Other comprehensive loss for the year - (210,396) - (210,396)
Total comprehensive income {loss) for the vear - (210,396) 32,660,980 32,450,584
Balance, December 31, 2020 636,563,546 (64,056) 193,330,719 29,830,209
Total comprehensive income:
Net Profit for the year - - 33,330,500 33,330,500
Other comprehensive income for the year - 77411 - 77411
Total comprehensive income for the year - 77,411 33,330,500 33,407,911
Balance at December 31, 2021 636,563,546 13,355 226,661,219 863,238,120

(See Notes (g Financlal Statements)



IMPERIAL RESOURCES, INCORPORATED
PARENT ENTITY STATEMENTS OF CASH FLOWS
For the years ended December 31, 2021, 2020 and 2019

(All amounts in Philippine Pesc)

Notes 2021 2020 2019
CASH FLOWS FROM OPERATING ACTIVITIES
Profit (Loss) before provision for income tax 33,498,571 32,899,638 {2,690,366)
Adjustments for:
Unrealized gain from investment property revaluation 13 (40,000,000) (39,500,000} (5,500,000)
Impairment loss on due from subsidiary 3 480,000 440,000 440000
Accrual of reticement benefits expense 9 127,315 210,155 354,833
Accrual of taxes 28.5 495,000 495,000 -
Depreciation 12,21 - 3,132 7,712
Unrealized (gain) loss on foreign exchange, net 8,22 (124,424) 122,961 89,603
Interest income 3 {1,153) (3,098) [9,770)
Operating losses before working capital changes . (5,524,691) (5,332,212) (7.307,988)
Decrease in:
Other receivable 6,806 7,492 22,446
Prepayments 620 12,992 543
Increase {Decrease) in:
Accruals and ather payables (10,856) 29,017 (2,036,082)
Cash used in operations (5,528,121) (5,282,711) (9,321,081)
Retirement benefits paid - (1,005,683} -
Income tax paid “ (2,513) (186)
Interest received 8 1,153 3,098 9,770
Net cash used in operating activities (5,526,968) (6,287,809) (9,311,497)
CASH FLOWS FROM INVESTING ACTIVITY
Increase in due from subsidiary 16 {259,000) (214,000) (314,000)
CASH FLOWS FROM FINANCING ACTIVITY
Proceeds from advances from shareholders 16 5,282,314 6,571,000 5,264,000
EFFECTS OF EXCHANGE RATE CHANGES ON CASH 8,22 124,424 (122 .961) (89,603)
NET DECREASE IN CASH AND CASH EQUIVALENTS (379,230) (53,770) (451,100}
CASH AND CASH EQUIVALENTS, January 1 2,873,962 2,927,732 3,378,832
CASH AND CASH EQUIVALENTS, December 31 3.8 2,494,732 2,873,962 2,927,732

(See Notes to Finuneial Statements)



IMPERIAL RESOURCES, INCORPORATED
NOTES TO PARENT ENTITY FINANCIAL STATEMENTS
As at and for the years ended December 31, 2021, 2020 and 2019
(All amounts in Philippine Peso)

NOTE 1 - GENERAL INFORMATION

Imperial Resources, Incorporated (the Company or Parent Entity) was incorporated and registered in the
Philippines and registered with the Securities and Exchange Commission (SEC}) per Registration No.
39243 on September 5, 1969. The primary purpose of the Company is to carry on the business of
operating coal mines, and of prospecting, exploration and of mining, milling, concentrating, converting,
smelting, treating, refining, preparing for market, manufacturing, buying, selling, exchanging, and
producing, and dealing in all kinds of ores, metals and minerals, asphalt-bitumen, hydrocarbons, acids
and chemicals, and in the products and by-products of every kind and description and by whatever
process, can be or may be produced; to purchase, lease, option, locate or acquire, own, exchange, sell, or
dispose of, pledge, mortgage, deed in trust, hypothecate, and deal in mines, mining claims, mineral lands,
coal lands, timber lands, water and water rights, and other property, both real and personal.

The Company holds 99% interest in Philippine Cyber College Corp. (PCC), the only subsidiary, with
principal place of business at 82-F 4™ Street, Barangay Mariana, New Manila, Quezon City. PCC was
registered with the SEC on May 30, 2000 per Registration No. A200007650 to engage in the business of
Information Technology (I.T.) — Education. PCC had management and technical agreement with two (2)
LT. learning centers located in Baguio and Malolos, Bulacan. However, in June 2008 the two (2) learning
centers temporarily suspended their operations. Management decided to shift from IT. education project
to technical vocational education, training and assessment project. Since the latter part of 2009, PCC’s
operations have remained suspended. On March 20, 2013, due to PCC’s non-operation since 2010 and
significant losses incurred which resulted in Capital Deficiency of P20.90 million, P20.03 million and
P18.76 million as at December 31, 2013, 2012 and 2011, respectively, the majority of the Board of
Directors unanimously resolved and approved the dormancy status of PCC.

During the special meeting of the Board of Directors held on March 29, 2011, it resolved, approved and
ratified the change of par value of the shares of stock of the Company from Five Pesos (P5.00) to One
Peso (P1.00) per share, was approved and ratified. Consequently, on July 14, 2011, the same was
confirmed and ratified in the regular annual stockholders' meeting.

On October 2, 2013, a special meeting of the Board of Directors was called to consider, among other
matters, the amendment of the Articles of Incorporation, specifically the articles pertaining to the change
of name of the Corporation to Century Sun Services, Inc. which was already approved by the Board of
Directors and reserved with the SEC. Also, a proposal was raised for the amendment of the purpose of
the Corporation. It was also proposed that the corporate term be extended for another fifty (50) years.
Finally, another proposal was submitted to increase the authorized capital stock from One Billion Eight
Hundred Million Pesos (P1,800,000,000) up to Six Billion Pesos (P6,000,000,000). Upon motions made
and duly seconded, the proposed amendments were unanimously approved by the Board of Directors. Cn
July 10, 2014, in the regular annual stockholders’ meeting, the same had been confirmed and ratified, As
of December 31, 2020, the Company’s management has not implemented this.

During the special meeting of the Board of Directors held on March 28, 2016 the declassification of the
shares of stock of the Company from common Class “A” and Class “B” shares to common stock voting
shares was approved. This was subsequently confirmed and ratified by the stockholders during the
regular annual stockholders’ meeting held on July 14, 2016.



The change of par value and the declassification of shares were approved by SEC on February 10, 2017
and implemented by the Philippine Stock Exchange (PSE) on February 22, 2017.

The Company has eight (8), seven (7), and eight (8) employees as at December 31, 2021, 2020 and 2019,
respectively.

The Company’s principal place of business is Unit 202 Villa Building, No. 78 Jupiter Street corner
Makati Avenue, Barangay Bel-Air, Makati City, Metro Manila, the business address is 82-J 4% Street,
Barangay Mariana, New Manila, Quezon City and the registered office is 3762-C Cuenca corner Emilia
Streets, Barangay Palanan, Makati City, Metro Manila.

These financial statements have been approved and authorized for issuance by Mr. Desiderio L. Laperal,
Vice-President, CFO and Treasurer, on behalf of the Board of Directors on April 13, 2022.

NOTE 2 - STATUS OF OPERATIONS

Since 2005, the Company has been evaluating mining projects and has narrowed down the prospective
mining properties to gold mining, asphalt mining and energy.

P.T. Asphal Buton Nasional

In January 2009, the Company signed a Memorandum of Agreement with P.T. Asphal Buton Nasional,
an entity organized and existing under the laws of Indonesia, which was granted mining rights covering
1,940 hectares of Mining Exploration Concession located at Buton Island, South East Sulawesi Province,
Indonesia. With the deposit amounting to P7,090,500 (US$ 150,000) made by the Company to the said
Indonesian entity in 2008, the Company was granted the exclusive rights of exploration, exploitation,
development and operation of the above-described mining concessions during its lifetime and over such
additional future mining concessions that P.T. Asphal Buton Nasional may acquire or be awarded.

In 2009, the Indonesian partners obtained the services of Jurusan Teknik Pertambangan, Fakultas
Teknologi Mineral, Universitas Pembangun Nasional “Veteran” Yogyakarta to conduct a geophysic and
geophysical (Electric Resistivity) study of the Buton asphalt in Wakaokili and Waangu-angu, Pasarwajo,
Kabupaten Buton. The geophysical interpretation data was necessary to determine the site for drilling
exploration and the depth and thickness of asphalt-bearing rock. Details of the study is disclosed in Note
14.

In August 2010, the Company furnished a few samples of rocks gathered from the mining property to
Toyo-Union Co. Ltd. (TUCL) and expressed an intention to have a business association with them,
subject to terms and conditions, including confidentiality and exclusivity rights reserved for the
Company. This was firmed up through a Memorandum of Agreement signed on September 13, 2010.
Duting 2011, the engineers and geologists of TUCL together with the engincers from Asphal Buton
Nasional were able to go to the asphalt concession areas and collected about sixty (60) kilos of samples
and TUCL was able to bring samples to Tokyo. However, this project with TUCL did not prosper.

During the second half of 2011, the two (2) asphalt concessions were expiring. However, because of the
significant geophysical electric resistivity survey conducted and arranged by the business associate,
Aspal Buton Nasional, and funded by the Company, the Company decided to extend the validity of the
asphalt concessions. After further geophysical activities and meeting all requirements with the funding
from the Company, the Indonesian partners were able to secure the approval for the extension of the
exploration concessions for an additional period of two (2) years. Again, in 2013, the Company financed
the cost of another extension of the lease of its mining concessions.



In 2011, the Company has spent US$220,000 for additional geologic works/studies needed for the
preparation of the project feasibility report and environmental impact report required pending conversion
of PT Aspal Buton Nasional Exploration permit to Development and Exploitation Permit. In 2012, the
Company spent US$120,000 for more geological works ad studies. The project feasibility Report and
Environmental Impact written in Bahasa Indonesia upon completion were submitted to the Indonesian
authorities for approval. The Company funded the translation of the Project Feasibility Report and
Environmental Impact Report from Bahasa Indonesia to English in 2012. These English version reports
would be used by the Company in looking for and negotiating with the foreign investors for possible tie-
up or capital funding considering that this project entails a huge capital outlay.

In 2014, the company spent US$50,000 for obtaining informal approval for the exploitation concession
of the 1,722 hectares located at Waangu-Angu area and US$52,000 for the preparation of the required
technical reports on the post-production program to restore most of the mined-in areas to usable
condition.

Forming as integral parts of the mining explorations activities and based on the results of the review and
evaluation, PT Aspal Buton Nasional was qualified to be given approval on the increase in activity under
the Production Operation Mining Agrecment. Pursuant thereto, a Decree of the Regent of Buton,
identified as No. 333 Year 2014 and No. 334 Year 2014, covered under the title of “Improved Operating
License Agreement Mining Exploration Permits Mining Operations into Production PT. ASPAL
BUTON NASIONAL” was issued. The regional-wide Mining Permit under Decree 333 Year 2014
covers 218.5 hectares while Decree No. 334 Year 2014 covers 1,722 hectares both located at Waangu-
Angu, Pasarwajo, District of Buton, province of Southeast Sulawesi.

The Mining Permit Term is for twenty (20) years: two (2) years for Stage Construction and eighteen (18)
years for Stage Production and can be extended twice (2x), respectively for ten (10) years. This decree
enumerates all the laws embodying the terms, conditions, and national and local government regulations
to be implemented in the furtherance of the mining production activities. Extraction of mining resources
potentially damages the environment, therefore, there is a need to control and keep the damages to a
minimum level. Good mining practices, post-mine land use, community developments in cooperation
with regional and local communities and support poverty alleviation programs are some salient points in
the decree. These are covered under the laws on the Protection and Environmental Management,
Environmental Tmpact Analysis Understanding, Forest Arrangement and Preparation of Forest
Management Plan and Forest Utilization. Hence, there is a need for integrated sustainability to control
and keep the damages to a minimum level on the extraction of mineral resources which may potentially
damage the environment.

Proceeding to the production operation stage during the early part of 2015 in compliance with
governmental laws especially in Environmental management Mr. Eddy Surohadi, for the account of PT
Aspal Buton and PT Indominas, presented a budget to cover the cost of technical and tax expenses on the
CNC (Clean and Clear Certificate) IUP Production Program for thel,722 hectares. The total estimated
expenses amounting to UDS$ 99,250 were presented as follows:

1. Reclamation Guarantee US$ 30,000 - 4 Has @ 7,500/Ha.
2. Mine Closure Guarantee US§ 30,000 - 4 Has @ 7,500/Ha.
3. Earth and Building Tax 950
4. Annual Fee Tax 550
5. Work Plan and Budget Cost 5,000
6. Annual work Plan and Environment Engineering 5,000
7. Report on Implementation of the Management

And Environment Monitoring 2,500



8. Construction and Installation of the mining area

1,722 Ha. Boundary 22,000
9. Miscellaneous expenses 3,250
TOTAL US$ 99,250

The Company remitted the amount of US$99,250 to Mr. Eddy Surohadi for the account of PT Aspal
Buton and PT Indominas to cover the said budget and expenses. There were no subsequent remittances
made from 2016 to date.

PT. Indominas

In December 2009, the Company made a deposit of P4,705,000 (US$100,000) to PT. Indominas to
acquire other mining rights in Indonesia which the Company subsequently charged to exploration and
evaluation assets during the year as a signature bonus.

On January 17, 2010, the Company signed a Memorandum of Agreement with PT. Indominas, an
Indonesian Company duly organized and existing under the laws of the Republic of Indonesia, with
principal office address at JL. Klampis Anom 1I/29, Surabaya, Indonesia (referred to as Claimowners).
After January 17, 2010, the Claimowners expect to be granted Mining Rights by the government state
corporation Perusahaan Daerah (Perusda) Pd. Utama Sultra of South East Sulawesi of the Republic of
Indonesia, covering an approximate 4,779 hectares mining exploration concession at South East Sulawesi
Province of the Republic of Indonesia. The Claimowners granted the Company the exclusive rights to do
preliminary studies before choosing the area to be developed. If the results of the studies are favorable,
the Company shall pay another US$170,000 upon approval of the conversion of the selected areas into
exploration concession. Within thirty (30) days after the Claimowners shall have obtained and delivered
to the Company all government approvals, permits, extensions and licenses, the Company at the sole
expense shall start geological and geophysical surveys on the mining concessions for the purpose of
determining the potentials for commercial operations, development and exploitation of the above-
mentioned mining concessions.

The preliminary geologic survey on the proposed subject area indicated possible deposits. Outside and a
bit far from the subject area, there are many gold panners. The Company is also evaluating the peace and
order situation in the arca. After evaluating several factors, the Company will have a better total picture
of the business prospects of the gold mining project.

In the third quarter of 2015, Mr. Oliveric G. Laperal, Sr. then the incumbent President and Chief
Executive Officer, suffered a stroke that incapacitated him. Consequently, all funding requirements for
the Indonesian project were temporarily suspended. From the start of the Project, it was only Mr.
Oliverio G. Laperal, Sr. who had been actively involved with the Indonesian partners. The Indonesian
partners directly reported to Mr. Laperal about the status, progress, development of the project including
the financial and technical requirements and disposition of budgets released to them. From the time Mr.
Oliverio G. Laperal, Sr. got sick and until his death in 2018 there was no formal report submitted to the
Company about the status of the project. It was learned, however, that the Indonesian partners have been

continuously looking for foreign partners to invest in the project by way of joint venture agreements
because of its viability.

On March 16, 2017, in the special meeting of the Board of Directors, it was resolved that while the
Company is proceeding with caution and at the same time re-evaluating its Indonesian mining project
owing to the precipitous fall in the world price of crude, the Company is at present inclined to pursue the
said project for that reason the Indonesian partners have been continuously looking for foreign partners to
invest the capital needed after they have secured formal approval of the exploitation concession because
of its viability. Furthermore, the Company has been studying and evaluating a project cost study



submitted by a project proponent pertaining to silica sand quarrying and processing operation. The
Company is aware of the increasing demand for flat glass and glass bottles by local glass manufacturing
companies. Management has been evaluating the impact of the latest environmental policies, regulations
and pronouncements made by various government agencies on the feasibility and sustainability of the
project. Another important factor being considered by management is the peace and order situation in
the prospective silica mining sites.

In 2018, the President, Desiderio L. Laperal travelled to Europe for preliminary discussions and
observation of IT-based business applications related to remote sensing of marine and land resources,
land use, and community development. President Laperal observed driver-less autonomous farm
machinery, robotic steel fabrication and remote-controlled fisheries management systems. He was
impressed with the Green Energy initiatives mandated by the European Union, which are meant to
encourage more reliance on renewable power such as air turbines, hydro and solar. All of these
applications and the downstream business opportunities are relevant to Imperial Resources.

In June 2019 he travelled to Europe to meet with potential partners and continue discussions on
investment opportunities in the Philippines. On that trip, he accompanied two Italian businessmen to the
Philippine Consul in Milan, Italy to confer with Consul General Irene Susan Natividad and Consul
Mersole Mellgjor. Mr. Laperal invited the two Italian businessmen to visit Manila in 2019 but the date
was subsequently reset to March 2020. The COVID-19 pandemic has caused the visit to be cancelled.

The development of vaccine by various pharmaceutical companies against COVID-19 during the latter
part of 2020 boosted the hopes for global economic recovery. However, this was disrupted by the
unrelenting spike of COVID-19 Delta variant cases in 2021. Whatever economic gains derived from the
government’s vaccination program were dented by the surge of the highly contagious but less severe
Omicron variant. Mr. Desiderio L. Laperal plans to visit Europe within this year, 2022 to re-establish
communications with the Ttalian businessmen and pursue further discussions on the business
opportunities initially discussed.

Immediately after the Government imposed the Enhanced Community Quarantine (ECQ) on March 15,
2020, management gave priority to the safety and well-being of its employees by temporarily stopping
the operations of the Company. The quarantine entailed more expenses and difficulties for the employees
to meet their daily needs and health issues. To allay the fears and anxieties of its employees facing
uncertainties about their finances as well as health conditions one of the officers of the Company
- advanced the employees’ 13% month pay and paid leave in full.

After two (2) months of lockdown on May 18, 2020 when the Modified Enhanced Community
Quarantine (MECQ) was imposed, the Company started operating again. The primary concern of the
Company was how to keep its employees fit to work, protect them from being afflicted with the COVID-
19 virus and implementing the many government-imposed restrictions and guidelines. The following
actions have been taken up by the Company in line with the prescribed procedures by the government to
mitigate the negative effects of the pandemic on its employees’ mental well-being and physical and
emotional health:

a. The Company has been providing its personnel with shuttle service to and from work
every day and for some, sleeping quarters, TV, and laundry area within the office
premises.

b. Providing facial masks, face shields, isopropyl alcohol, hand sanitizers and or soap. The
employees are obliged to wash/ sanitize their hands more often. Alcohol and sanitizers
are provided to visitors upon entering the office.

c. Appropriate social distancing is made a protocol not only inside but outside of the
workplace.



d. Communications are done mostly through electronic mail or telephone.

Frequent disinfection of the workplace.

f.  Company-paid mandatory Rapid test and swab test if necessary. Employces are urged to
be vigilant always and to disclose their health problems or possible exposure to the virus
including their families or other persons they had close contact with. Free medical
check-up and testing when perceived symptoms of COVID-19 are experienced.

g. Providing Multi-vitamins, farm-fresh organic vegetables, and fruits to strengthen the
immune system of the employees.

h. Starting from September 2020 the Company has granted a temporary COVID -19 related
cash benefit to all employees at Pesos: Two Thousand (P2,000) per month per employee
to help them cope with the rising cost of living, medical and transportation. This benefit
will be discontinued as soon as the business condition improves and at the discretion of
management.

1. Continuous dissemination of information to the employees on how to protect themselves
and their families and prevent the spread of COVID-19 and inculcating the high cost of
treatment of COVID-19.

j. Management has been studying ways and means of helping its employees regarding the
vaccination program against COVID-19 in relation to the policies and programs to be
implemented by the government. As at the end of December 2021, most of its employees
have been fully vaccinated.

@

In July 2020, one employee tested positive for COVID -19. Management ordered a one-week lockdown
and disinfection of the whole work area. After a month of quarantine, the employee who was a senior
citizen opted to retire.

Management has been using various modes of remote communication such as teleconferencing,
videoconferencing and electronic mail system. The new normal way of conducting staff meetings is
videoconferencing. All the meetings of the Board of Directors including the annual stockholders’
meeting in 2020 were held through videoconferencing. All the members of the Board attended the PSE-
SEC Corporate Governance Forum on July 10, 2020 and July 10, 2021 to keep abreast of the effects of
the COVID-19 pandemic on the national economy and the people, risk management strategies, pursuit of
corporaic sustainability based on experiences from the pandemic and SEC regulatory updates. The
members of the Board were enlightened about the importance of sustainability reporting in mitigating
various risks.

After studying, evaluating, and analyzing the Company’s current office and work set-up and the nature of
the work of the employees, management concluded that the work-from-home mode of work is difficult to
adopt. There are accounting activities and transactions doable only at the office. Employees’ lack of
computer equipment, inadequate internet connections at their homes and their home conditions are not
suiled for home-based work are some reasons why the work-from-home cammot be adopted. The plan of
management to adopt skeletal force to minimize cost was shelved because of limited manpower.

This COVID-19 pandemic has greatly affected the human and financial resources of the Company. The
Company’s survival has been a pressing and challenging issue. Management is concerned not only about
sustainability but also the capability of its human resources to meet the demands of these challenging
times efficiently and effectively. Despite the economic and health benefits management has been
extending its employees they still experience anxiety, lack of focus and concentration, fear for the health
of their families, frequent absences and uncertainty of the future resulting in a below-par performance in
discharging their duties and responsibilities. The administrative costs for the year 2020 went up due to
the transportation and gasoline expenses incurred in transporting its employees and use of vehicles for
messengerial activities. The medical and dental expenses of the employees also increased due to the



mandatory rapid and swab testing and more frequent medical check-ups. Office and other supplies
increased due to the COVID-19-related supplies purchased. In 2021, the retirement of an employee in the
latter part of 2020 decreased the cost of gasoline used for transporting him to and from the office. Also,
due to the vaccination program in 2021, the medical expenses have decreased since there’s a lesser cost
incurred for rapid and swab-testing as well as medical check-ups of employees. Business opportunities in
2020 and 2021 had not been actively pursued due to the pandemic, however, in 2022, as soon as health
and travel conditions improve, Management plans to pursue a business meeting and discussion with the
Indonesian Partners for further exploratory and mining activities of the project.

Commitment of support of shareholders

In the previous years, Mr. Oliverio G. Laperal Sr., the Company’s former President, and other major
sharcholders have committed to support and fund the ongocing and new projects and assured the
continuous operations of the Company.

In 2007, as a sign of support and commitment, the President paid in full his subscription of P400 million
to increase the capital stock of the Company (from P700 million to P1.8 billion) by executing a deed of
assignment of a real estate property in favor of the Company. The transfer certificate of title of the said
property was issued in the name of Imperial Resources, Incorporated on September 3, 2007 per TCT N-
307207 issued by the Register of Deeds of Quezon City. Aside from the subscription of P400 million
paid for in real estate property, cash advances amounting to P8.89 million, P4.5 million and P915
thousand were received from the former President for the years 2015, 2014 and 2013, respectively. The
shareholders have paid their unpaid subscription amounting to P150,000 and P1 00,436 for the years 2018
and 2016, respectively.

As discussed in Note 2, the Laperal family, through their family-owned corporation, LTC Real Estate
Corporation committed to continuously support and fund the said Indonesian and Exploration projects.
LTC Real Estate Corporation, a shareholder, had provided cash advances amounting to P5,281,000,
P6,571,000 and P9,264,000 (Note 16) for the years ended December 31, 2021, 2020 and 2019,
respectively. Given the financial condition of the Company, the shareholders do not demand immediate
repayment of their advances to the Company.

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies applicd in the preparation of these financial statements are set out
below to facilitate an understanding of the data presented in the financial statements. These policies have

been consistently applied, unless otherwise stated.

3.1 Basis of preparation and statement of compliance

The accompanying financial statements have been prepared in accordance with Philippine Financial
Reporiing Standards (PFRS). The term PFRS in general includes all applicable PFRS, Philippine
Accounting Standards (PAS) and interpretations of the Philippine Interpretations Committee (PIC),
Standing Interpretations Committee (SIC) and International Financial Reporting Interpretations
Committee (IFRIC) which have been approved by the Financial Reporting Standards Council (FRSC)
and adopted by the SEC.

These financial statements have been prepared under the historical cost convention, except for certain
financial assets measured at fair value, The financial statements are presented in Philippine Peso, the
Company’s functional currency.



The preparation of financjal statements in conformity with PFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgment in the process of applying the
Company’s accounting policies. The areas involving a higher degree of judgment, complexity, or areas
where assumptions and estimates are significant to the financial statements are disclosed in Note 5.

Separate financial statements and investment in subsidiary

These financial statements are prepared as the Parent Entity’s separate financial statements. The
investment in the subsidiary, PCC, is accounted for in these separate financial statements at cost of
P4,950,000. Since the subsidiary has been incurring losses and has a capital deficiency, a 100%
allowance for impairment loss has been provided for the investment account. The total capital deficiency
of PCC amounted to P24,420,257, P24,112,797 and P23,873,346 as at December 31, 2021, 2020 and
2019, respectively. Subsidiaries are entities over which the parent entity has the control, when the latter is
exposed, or bas rights to variable returns from its involvement with the subsidiary and has the ability to
affect those returns through its power over the subsidiary.

3.2 Changes in accounting policies and disclosures

The accounting policies adopted in the preparation of the Company’s financial statements are consistent
with those of the previous financial year, except for the adoption of the following new and amended
standards and interpretations which the Company adopted effective for annual periods beginning on or
after January 1, 2021. The adoption of these new and amended standards and interpretations did not have
a significant impact on the Company’s financial statements, unless otherwise stated.

3.2.1 Amendments to existing standards and interpretations effective in the current vear and are relevant
to the Company’s operations

Effective April 1, 2021:

o Amendments to PFRS 16, COVID-19-Related Rent Concessions beyond June 30, 2021 — The
amendments extend by one year the applicability of the previous amendments that provide lessees
with an exemption from assessing whether a COVID-19-related rent concession is a lease
modification.

A lessee that applies the practical expedient is not required to assess whether eligible rent concessions
are lease modifications, and accounts for them in accordance with other applicable guidance. The
practical expedient applies only if all of the following conditions are met:

a) the revised consideration is substantially the same or less than the original consideration,
b) the reduction in lease payments affects only payments originally due on or before June 30,
2022, and

¢) no other substantive changes have been made to the terms and conditions of the lease.

Lessees applying the practical expedient are required to disclose that fact, whether they have applied
the practical expedient to all eligible rent concessions and, if not, the nature of the contracts to which
they have applied the practical expedient; and the amount recognized in profit or loss for the reporting
period arising from the application of the practical expedient, No practical expedient is provided for
lessors.



3.2.2 New standards, amendments to existing standards and interpretation not vet effective but are

relevant to the Company’s operations

These are new PFRS, revisions, amendments to existing standards, annual improvements and
interpretations that are effective for periods subsequent to December 31, 2021 and are relevant to the
Company’s operations, however, the adoplion is not expecled lo have an impact on the financial
statements, unless otherwise stated.

Effective January 1, 2022:

* Amendments to PFRS 3, Reference to the Conceptual Framework — The amendments update the
standard so that it refers to the 2018 Conceptual Framework for Financial Reporting. It also adds a
requirement that, for transactions and other events within the scope of PAS 37 or IFRIC 21, an
acquirer shall apply PAS 37 or IFRIC 21, instead of the Conceptual Framework, to identify the
liabilities it has assumed in a business combination.

* Amendments to PAS 16, Proceeds before Intended Use — The amendments prohibit 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 cost of producing those items, in profit or loss.

* Amendments to PAS 37, Onerous Contracts - Cost of Fulfilling a Contract — The amendments
specify that the cost of fulfilling a contract comprises the costs that relate directly to the contract.
Costs that relate directly to a contract can either be incremental costs of fulfilling that contract or an
allocation of other costs that relate directly to fulfilling contracts.

* Annual Improvements to PFRS Standards 2018-2020 Cycle

Amendment to PFRS 1, Subsidiary as a First-Time Adopter — The amendment permits a subsidiary
that applies PFRS 1 to measure cumulative translation differences using the amounts reported by its
parent, based on the parent’s date of transition to PFRSs.

Amendment to PFRS 9, Fees in the ‘10 per cent’ Test for Derecognition of Financial Liabilities — The
amendment clarifies which fees an entity includes when it applies the ‘10 per cent’ test in assessing
whether to derecognize a financial liability. An entity includes only fees paid or received between the
entity (the borrower) and the lender, including fees paid or received by either the entity or the lender
on the other’s behalf.

Amendment to llustrative Example 13 Accompanying PFRS 16, Lease Incentives — The amendment
deletes from the Illustrative example 13 the reimbursement relating to leasehold improvements to
remove the potential for confusion because the example had not explained clearly enough the

conclusion as to whether the reimbursement would meet the definition of a lease incentive in PFRS
16.

Amendment to PAS 41, Taxation in Fair Value Measurements -- The amendment removes the
requirement in the standard for entities to exclude taxation cash flows when measuring the fair value
of a biological asset using a present value technique. This will ensure consistency with the
requirements in PFRS 13.




Effective January 1, 2023:

» PFRS 17, Insurance Contracts — This new standard establishes the principles for the recognition,
measurement, presentation and disclosure of insurance contracts within the scope of the standard. The
objective of PFRS 17 is to ensure that an entity provides relevant information that faithfully
represents those contracts. This information gives a basis for users of financial statements to assess
the effect that insurance contracts have on the entity's financial position, financial performance and
cash flows.

Insurance contracts combine features of both a financial instrument and a service contract. To provide
useful information about these features, PFRS 17 combines current measurement of the future cash
flows with the recognition of profit over the period that services are provided under the contract. It
also presents insurance service results (including presentation of insurance revenue) separately from
insurance finance income or expenses, and it requires an entity to make an accounting policy choice
of whether to recognize all insurance finance income or expenses in profit or loss or to recognize
some of that income or expenses in other comprehensive income.

PFRS 17 replaces PFRS 4 and is effective for annual reporting periods beginning on or after January
1, 2023 with earlier application permitted as long as PFRS 9 is also applied.

* Amendments to PAS 1, Classification of Liabilities as Current or Non-current — The amendments
clarify the following:

= the classification of liabilities as current or non-current should be based on rights that exist
and have substance at the end of the reporting period,

* aright to defer scttlement exists only if the company complies with conditions specified in the
loan agreement at the end of the reporting period, even if the lender does not test compliance
until a later date, and

" the settlement of a liability includes transferring a company’s own equity instruments to the
counterparty, but conversion options that are classified as equity do not affect classification of
the liability as current or noncurrent.

* Amendments to PAS 8, Definition of Accounting Estimates — The amendments introduce definition of
accounting estimates as ‘monetary amounts in financial statements that are subject to measurement
uncertainty’. The amendments also clarify that a change in accounting estimate that results from new
information or new developments is not the correction of an error.

¢ Amendments to PAS I and PFRS Practice Statement 2, Disclosure Initiative - Accounting Policies —
The amendments to PAS 1 require entities to disclose their material accounting policy information
rather than their significant accounting policies. The amendments to PFRS Practice Statement 2
explain and demonstrate the application of the ‘four-step materiality process’ to accounting policy
disclosures. This helps entities apply materiality judgments to accounting policy disclosures.

* Amendments to PAS 12, Deferred Tax Related to Assets and Liabilities Arising from a Single
Transaction — The amendments narrow the scope of the initial recognition exemption under the
standard, so that it no longer applies to transactions that give rise to equal taxable and deductible
temporary differences.

Effective January 1, 2025:

» Mandatory Effective Date of PFRS 17 — On December 15, 2021, the FRSC amended the mandatory
effective date of PFRS 17 from January 1, 2023 to January 1, 2025. This is consistent with Circular
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Letter No. 2020-62 issued by the Insurance Commission which deferred the implementation of IFRS
17 by two (2) years after its effective date as decided by the IASB. This is still subject to approval of
the Board of Accountancy.

» Amendment to PFRS 17, Initial Application of PFRS 17 and PFRS 9 - Comparative Information —
The amendment is a transilion option relaling to comparative information about financial assets
presented on initial application of PFRS 17. The amendment is aimed at helping entities to avoid
temporary accounting mismatches between financial assets and insurance contract liabilities, and
therefore improve the usefulness of comparative information for users of financial statements.

Deferred effectivity:

¢ Amendments to PFRS 10 and PAS 28 (Amended), Sale or Contribution of Assets between an Investor
and its Associate or Joint Venture — These amendments address an acknowledged inconsistency
between the requirements in PFRS 10 and those in PAS 28 (Amended) in dealing with the sale or
contribution of assets between an investor and its associate or joint venture. The amendments require
that a full gain or loss, is recognized when a transaction involves a business (whether it is housed in a
subsidiary or not). A partial gain or loss is recognized when a transaction involves assets that do not
constitute a business, even if the assets are housed in a subsidiary.

These arc new PFRS, revisions, amendments to existing standards, annual improvements and
interpretations that are effective for periods subsequent to December 31, 2021 and are relevant to the
Company’s operations, however, the adoption is not expected to have an impact on the financial
statements, unless otherwise stated.

3.3 Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity.

3.3.1 Classification

The Company classifies financial assets and liabilities according to the categories described below.

Management determines the classification of the financial assets and liabilities at initial recognition.

3.3.1.1 Financial Assets

The classification of financial assets depends on the financial asset’s contractual cash flow characteristics
and the Company’s business model for managing them. The Company classifies financial assets in the
following categories:

a. Financial assets af amortized cost
Financial assets at amortized cost are debt instruments where contractual terms give rise on specified
dates to cash flows that are solely payments of principal and interest on the principal amount

outstanding and held within a business model with the objective to hold financial assets in order to
collect contractual cash flows.

The Company’s financial assets classified under this category consist of cash and cash equivalents,
other receivables and due from subsidiary.
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b. Financial assets at fair value through other comprehensive income (FVOCI)
Financial assets at fair value through OCI comprise:

e Debt instruments where contractual terms give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding and are held within
a business model with the objective to hold financial assets in order to collect contractual cash
flows and selling financial instruments.

»  Equity instruments that are not held for trading and which the Company has imrevocably elected
at initial recognition to recognize in this category. This election is made on an instrument-by-
instrument basis.

The Company’s financial asset under this category consists of investment in stocks quoted in an
active market. The Company elected to measure it at fair value through other comprehensive income.

c. Financial assets at fair value through profit or loss (FVPL)

Financial assets at fair value through profit or loss include financial assets held for trading, financial
assets designated upon initial recognition at fair value through profit or loss, or financial assets
mandatorily required to be measured at fair value. Financial assets are classificd as held for trading if
they are acquired for the purpose of selling or repurchasing in the near term. Derivatives, including
separated embedded derivatives, are also classified as held for trading unless they are designated as
effective hedging instruments. Financial assets with cash flows that are not solely payments of
principal and interest are classified and measured at fair value through profit or loss, irrespective of
the business model. Notwithstanding the criteria for debt instruments to be classified at amortized
cost or at fair value through OCI, as described above, debt instruments may be designated at fair
value through profit or loss on initial recognition if doing so eliminates, or significantly reduces, an
accounting mismatch.

- The Company has no financial assets under this category.

3.3.1.2 Financial Liabilities

The Compary classifies financial liabilities in the following categories:
a. Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and
financial liabilities designated upon initial recognition as at fair value through profit or loss. Financial
liabilities are classified as held for trading if they are incurred for the purpose of repurchasing in the
near term. This category also includes derivative financial instruments entered into by the Company
that are not designated as hedging instruments in hedge relationships. Separated embedded

derivatives are also classified as held for trading unless they are designated as effective hedging
instruments.

The Company has no financial liabilities under this category.
b. Financial liabilities at amortized cost
Financial liabilities that are not classified as at fair value through profit or loss fall into this category and

are subsequently measured at amortized cost. They contain contract obligations to deliver cash or
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another financial asset to the holder or to settle the obligation other than an exchange of a fixed amount
of cash. They are included in current liabilities, except for maturities greater than twelve (12) months
after the reporting period which are classified in non-current Iiabilities.

The Company’s financial liabilities classified under this category consist of accruals and other payables
(excepl payable Lo governmenl agencies) and advances from shareholders.

3.3.2 Recognition and measurement

a. Initial recognition and measurement

Except for other receivables that do not contain a significant financing component which are
measured at the transaction price, the Company initially measures a financial asset or financial
liability at its fair value plus or minus, in the case of a financial asset or financial liability not at fair
value through profit or loss, transaction costs that are directly attributable to the acquisition or issue
of the financial asset or financial Hability.

If the fair value of the financial asset or financial liability at initial recognition differs from the
transaction price, the Company shall recognize the difference as a gain or loss.

Regular way purchases and sales of financial asscts are recognized on the trade-date, e.g., the date on
which the Company commits to purchase or sell the asset.

b.  Subsequent measurement

Financial assets at amortized cost are subsequently measured using the effective interest method and
are subject to impairment. Gains and losses are recognized in profit or loss when the asset is
derecognized, modified, or impaired.

For debt instruments at fair value through OCI, interest income, foreign exchange revaluation and
impairment losses or reversals are recognized in the statement of profit or loss and computed in the
same manner as for financial assets measured at amortized cost. The remaining fair value changes are
recognized in OCL Upon derecognition, the cumulative fair value change recognized in OCI is
recycled to profit or loss.

For equity instruments designated at fair value through OCIL, gains and losses are never recycled to
profit or loss. Dividends arc recognized as income when the right of payment has been established,
except when the Company benefits from such proceeds as a recovery of part of the cost of the
financial asset, in which case, such gains are recorded in OCL Equity instruments designated at fair
value through OCI are not subject to impairment assessment. :

Financial assets or liabilities at fair value through profit or loss are carried in the statcment of
financial position at fair value with net changes in fair value recognized in the profit or loss.
Other financial liabilities are measured at amortized cost using the effective interest method.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees

or costs that are an integral part of the effective interest rate. The effective interest rate amortization
is included as finance costs in the statement of comprehensive income.
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3.3.3 Derecognition

3.3.3.1 Financial assets

The Company shall derecognize a financial asset only when:

(a) the contractual rights to the cash flows have expired or are settled, or
(b) the Company transfers to another party substantially all of the risks and rewards of ownership
of, or
(c) the Company, despite having retained some significant risks and rewards of ownership, has
transferred control of the asset to another party and the other party has the practical ability to
sell the asset in its entirety to an unrelated third party and is able to exercise that ability
unilaterally and without needing to impose additional restrictions on the transfer. In this case,
the Company shall:
(i) derecognize the asset, and
(i) recognize separately any rights and obligations retained or created in the transfer.

The carrying amount of the transferred asset shall be allocated between the rights or obligations retained
and those transferred based on their relative fair values at the transfer date. Newly created rights and
obligations shall be measured at their fair values at that date. Any difference between the consideration
received and the amounts recognized and derecognized in accordance with this paragraph shall be
recognized in profit or loss in the period of the transfer.

3.3.3.2 Financial liabilities

The Company shall derecognize a financial liability (or a part of a financial liability) only when it is
extinguished, i.e., when the obligation specified in the contract is discharged, cancelled or has expired.

3.3 .4 Impairment of financial assets

The Company recognizes an allowance for expected credit losses (ECLs) for all debt instruments not held
at fair value through profit or loss. ECLs are based on the difference between contractual cash flows due
in accordance with the contract and all the cash flows that the Company expects to receive, discounted at
an approximation of the original effective interest rate. The expected cash flows will include cash flows
from sale of collateral held or other credit enhancements that are integral to the contractual terms.

For credit exposures for which there has not been a significant increase in credit risk since initial
recognition, ECLs are provided for credit losses that result from default events that are possible within
the next 12-months (12-month ECL). For those credit exposures for which there has been a 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 default (lifetime ECL).

The carrying amount of the financial assets is reduced directly by impairment loss except for other
reccivables, where the carrying amount is reduced using an allowance account.

If, in a subsequent period, the amount of impairment loss decreases and the decrease can be related

objectively to an event occurring after the impairment was recognized, the previously recognized
impairment loss is reversed.
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- 3.3.5 Offsetting financial instruments

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

3.3.6 Fair value of financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

The fair value of a non-financial asset is measured based on its highest and best use. The asset’s current
use is presumed to be its highest and best use.

The fair value of financial and non-financial liabilities takes into account non-performance risk, which is
the risk that the entity will not fulfill an obligation.

The fair value of financial instruments that are traded in active markets at each reporting date is
determined by reference to quoted market prices or dealer price quotations (bid price for long positions
and ask price for short positions), without any deduction for transaction costs.

For financial instruments not traded in an active market, the fair value is determined using appropriate
valuation techniques. Such techniques may include:

= Using recent arm’s length market transactions,
* Reference to the current fair value of another instrument that is substantially the same, and

* A discounted cash flow analysis or other valuation models.

3.3.7 Fair value hierarchy

The Company classifies the following fair value measurements using a fair value hierarchy that reflects
the significance of the inputs used in making the measurements, The fair value hierarchy has the
following levels:

Level I: quoted (unadjusted) prices in active markets for identical assets or liabilities,

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair
value are observable, either directly or indirectly, and

Level 3: techniques which use inputs which have a significant effect on the recorded fair value that
are not based on observable market data.

The fair value of financial instruments traded in active markets is based on quoted market prices at the
reporting date. A market is regarded as active if quoted prices are readily and regularly available from an
exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those prices represent
actual and regularly occurring market transactions on an arm’s length basis.

The fair value of financial instruments that are not traded in an active market (for example, over-the-
counter derivatives) is determined by using valuation techniques. These valuation techniques maximize
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the use of observable market data where it is available and rely as little as possible on entity-specific
estimates. If all significant inputs required to fair value an instrument are observable, the instrument is
included in Leve] 2.

If one or more of the significant inputs is not based on observable market data, the instrument is included
in Level 3. Specific valuation technigue used to value these financial instruments is discounted cash flow
analysis.

3.4 Cash and cash equivalents

Cash, which includes cash on hand and deposits held at call with banks and carried in the statement of
financial position at face value, are unrestricted and immediately available-for-use in the current
operations.

Cash equivalents are short-term, highly liquid instruments that are readily convertible to known amounts
of cash with original maturities of three (3) months or less from date of placement or acquisition, are
measured at amortized cost, which approximates fair value, and are subject to an insignificant risk of
changes in value.

3.5 Other receivables

Other receivables are recognized initially at fair value and subsequently measured at amortized cost using
the effective interest method, less allowance and provision for impairment.

At the end of each reporting period, the carrying amounts of other receivables are reviewed to determine
whether there is any objective evidence that the amounts are not recoverable.

3.6 Prepayments

Prepayments include advance payment for insurance, membership dues and subscription. These represent
expenses not yet incurred but already paid in cash. Prepayments are initially recorded as assets and
measured at the amount of cash paid. Subsequently, these are charged to income as these are consumed
in operations or expire over time.

3.7 Investment in stocks

Upon initial recognition, the Company can elect to classify irrevocably its equity investments as equity
instruments designated at FVOCI when they meet the definition of equity under PAS 32, Financial
Instruments: Presentation and are not held for trading. The classification is determined on an instrument-by-
instrument basis.

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognized as
other income in the statement of comprehensive income when the right of payment has been established,
except when the Company benefits from such proceeds as a recovery of part of the cost of the financial
asset, in which case, such gains are recorded in OCI. Equity instruments designated at FVOCI are not
subject to impairment assessment.

The Company elected to classify irrevocably its quoted equity securities under this category which are

prescnted as Investment in stocks in the statements of financial position as at December 3 1,2021, 2020 and
2019 (Note 11).
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3.8 Property and equipment. net

Property and equipment are carried at cost less accumulated depreciation and any accumulated
impairment in value. The cost of an asset is composed of purchase price and directly attributable costs of
bringing the asset to working condition for its intended use. Depreciation is recognized so as to write-off
cost or valuation of assets less their residual value over their useful lives using the straight-line method.

The estimated useful life, residual value and depreciation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate accounted for on a prospective basis.

Depreciation is computed using the straight-line method over the estimated useful lives (EUL) of the
related assets as follows:

EUL in years
Transportation equipment 5
Office equipment 3
Office furniture and fixtures 3

Major repairs and betterments that extend the life of the assets are capitalized, maintenance and minor
repairs are charged to operations as incurred.

The Company adds to the carrying amount of an item of property and equipment the cost of replacing
part of such an item when the cost is incurred if the replacement part is expected to provide incremental
future benefits to the Company.

The Company recognizes the costs of day-to-day servicing of an item of property and equipment in profit
or loss in the period in which the costs are incurred.

Fully depreciated and amortized assets are retained in the accounts until they are no longer in use and no
further change for depreciation and amortization is made with respect to those assets.

The Company shall derecognize an item of property and equipment:

(a) on disposal, or
(b) when no future economic benefits are expected from its use or disposal.

The asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount.

When assets are retired or otherwise disposed of, the cost, related accumulated depreciation and
accumulated impairment losses are removed from the accounts and the resulting gain or loss, which is
determined by comparing the proceeds with the carrying amount, is recognized in the statement of
comprehensive income.

3.9 Investment property

This account represents a parcel of land which is initially carried at cost. Cost includes the acquisition
cost of the land plus incidental costs incurred in effecting the transfer of title of the property and other
necessary expenses incurred in the acquisition.
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Investment property is property held to earn rentals or for capital appreciation or both, rather than for:

(a) use in the production or supply of goods or services or for administrative purposes, or
(b} sale in the ordinary course of business.

Investment property is recognized as an asset when and only when: (a) it is proba}ble that the future
economic benefits that are associated with the investment property will flow to the entity, and (b) the cost
of the investment property can be measured reliably.

After initial recognition, the Company uses the fair value model in its measurement of investment
property. Investment property is derecognized upon disposal or when permanently withdrawn from use
and no future economic benefit is expected from its disposal. Any gain or loss on the retirement or
disposal of an investment property is recognized in profit or loss in the year of retirement or disposal.

The fair value of investment property shall reflect market conditions at the reporting date. A gain or loss
arising from the change in the fair value of investment property shall be recognized in profit or loss for
the period in which it arises.

Fair value of investment property is the price at which the property could be exchanged between
knowledgeable, willing parties in an arm’s length transaction.

The Company shall continue to measure the property at fair value until disposal (or until the property
becomes owner-occupied property or the Company begins to develop the property for subsequent sale in
the ordinary course of business) even if comparable market transactions become less frequent or market
prices become less readily available.

3.10 Exploration and evaluation assets

Exploration and evaluation assets are measured at cost. The following are expenditures that are included
in the initial measurement of exploration and evaluation assets (a) acquisition of rights to explore, (b)
topographical, geological, geochemical, and geophysical studies, (c) exploratory drilling, (d) trenching,
(e) sampling, and (f) activities in relation to evaluating the technical feasibility and commercial viability
of extracting a mineral resource. After initial recognition, the Company shall either use the cost model or
the revaluation model. If the revaluation model is applied, it shall be consistent with the classification of
assets. The exploration and evaluation assets are classified as tangible or intangible. When the technical
feasibility and commercial viability of extracting a mineral resource are demonstrable, exploration and
evaluation assets are reclassified to property and equipment account.

The Company uses the cost model as its subsequent measurement of exploration and evaluation assets -
assets are carried at cost less accumulated impairment losscs.

Exploration and evaluation assets are measured for impairment when facts or circumstances suggest that
the carrying amount of an exploration and evaluation asset may exceed its recoverable amount. When
facts and circumstances suggest that the carrying amount exceeds the recoverable amount, the Company
measures, presents and discloses any resulting impairment loss. The Company is still in the exploration
stages and evaluation of mineral resources.

3.11 Impairment of non-financial assets

Assets that have an indefinite useful life - for example, goodwill or intangible assets not ready for usc -
are not subject to amortization and are tested annually for impairment. Assets that are subject to
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amortization are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. If any such indication exists and where the carrying amount of
an asset exceeds its recoverable amount, the asset or cash-generating unit is written down to its
recoverable amount. The estimated recoverable amount is the higher between the assets® net selling price
and value in use. The net selling price is the amount obtainable from the sale of an asset in an arm’s
length transaction less the estimated cost of disposal while the value in use is the present value of
estimated future cash flows expected to arise from the continuing use of an asset and from its disposal at
the end of its useful life. For an asset that does not generate largely independent cash inflows, the
recoverable amount is determined for the cash-generating unit to which the asset belongs. An impairment
loss is charged to expense immediately, unless the asset is carried at revalued amount. Any impairment
loss of a revalued asset is treated as a revaluation decrease to the extent of a previously recognized
revaluation surplus for the same asset.

Non-financial assets include prepayments (Note 10), property and equipment, net (Note 12), investment
property (Note 13) and exploration and evaluation assets (Note 14).

There were no impairment losses on non-financial assets as at December 31, 2021, 2020 and 2019.

3.12 Related party transactions and relationships

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

In considering each possible related party relationship, attention is directed to the substance of the
relationship and not merely the legal form.

Due from subsidiary and advances from shareholders are initially recorded at transaction price and are
subsequently measured at amortized cost using the effective interest method.

3.13 Operating seoment

An operating segment is a component of an entity (a) that engages in business activities from which it
may earn revenues and incur expenses (including revenues and expenses relating to the transactions with
other components of the same entity), (b) whose operating results are reviewed regularly by the entity’s
chief operating decision-maker to make decisions about resources to be allocated to the segment and
assess the performance, and (c) for which discrete financial information is available.

3.14 Taxation

Income tax expense represents the sum of the current tax and deferred tax.

Current lax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as
reported in the statement of comprehensive income because it excludes items of income or expense that
are taxable or deductible in other years and it further excludes items that are never taxable nor deductible,
The Company’s liability for current tax is calculated using tax rates that have been enacted or

substantively enacted as at the reporting date.
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Deferred tax

Deferred tax is recognized on differences between the carrying amounts of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxable profit and are
accounted for using the balance sheet liability method.

The balance sheet liability method focuses on temporary differences, which are the differences between
the amount attributed to an asset or liability for tax purposes (tax base) and the carrying amount of that
asset or liability in the statement of financial position.

Deferred income tax liabilities are recognized for all taxable temporary differences. Deferred income tax
assets are recognized for all deductible temporary differences, carry forward of unused tax credits from
excess of the minimum corporate income tax (MCIT) over the regular corporate income tax and unused
net operating loss carryover (NOLCO), to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences and carry forward of unused MCIT and
unused NOLCO can be utilized.

The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced to the
extent that is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred income tax assets to be utilized.

Deferred income tax assets and liabilities are measured at the tax rates applicable to the period when the
asset is realized or the liability is settled, based on tax rates that have been enacted or substantively
enacted at the reporting date.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
assets against current tax liabilities and when they relate to income taxes levied by the same taxation
authority and the Company intends to settle the current tax assets and liabilities on a net basis.

Current tax and deferred tax shall be recognized outside profit or loss if the tax relates to items that are
recognized, in the same or a different period, outside profit or loss. Therefore, current tax and deferred
tax that relates to items that are recognized, in the same or a different period:

(a} in other comprehensive income, shall be recognized in other comprehensive income,
(b) directly in equity, shall be recognized directly in equity.

3.15 Accruals and other payables

Accruals and other payables are recognized in the period in which the money or services are received, or
when a legally enforceable claim against the Company is established, or when the corresponding assets
and expenses are recognized/incurred.

Accruals and other payables are measured at fair value less any directly attributable transaction cost and
subsequently measured at amortized cost using the effective interest method. Accruals and other payables
are derecognized when extinguished.

3.16 Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a result of

past events; it is probable that an outflow of resources will be required to settle the obligation and the
amount has been reliably estimated. Provisions are not recognized for future operating losses.
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Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is recognized
even if the likelihood of an outflow with respect to any one item included in the same class of obligations
may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and
the risks specific to the obligation. The increase in the provision due to the passage of time is recognized
as interest expense.

There were no provisions recognized for the years ended December 31, 2021, 2020 and 2019.

3.17 Contingencies

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

3.18 Equity
Share capital is determined using the nominal value of shares that have been issued and fully paid.
Other comprehensive income (loss) pertains to remeasurements on retirement benefits payable.

Retained earnings (deficit) include current and prior period resulis of operations as disclosed in the
statement of changes in equity

3.19 Revenue and expense recognition

Revenue is measured at the fair value of the consideration received or receivable in exchange for the
service in the ordinary course of the Company’s activities. The Company recognizes revenue when the
amount of revenue is collectible and the Company has met the requirements of the five-step approach of
PFRS 15.

Revenue from a contract with customers is recognized when the performance obligation in the contract
has been satisfied, either at a point in time or over time. Revenue is recognized over time if one of the
following criteria is met: (a) the customer simultancously receives and consumes the benefits as the
Company performs its obligations; (b) the Company’s performance creates or enhances an asset that the
customer controls as the asset is created or enhanced; or (c) the Company’s performance does not create
an asset with an alternative use to the Company and the Company has an enforceable right to payment
for performance completed to date. Otherwise, revenue is reco gnized at a point in time,

The Company is in the business of mining. This account comprises the revenue from sales of asphalt,
gold and other precious metal produced, sold and payment received from the mining concessions and
services rendered when control of the goods or services are transferred to the customer at an amount that
reflects the consideration to which the Company expects to be entitled in exchange for those goods or
services.

To date, the Company has no product to sell since it is still in the pre-development and pre-exploration
stage of the mining project.
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(1} Interest income

Interest income on bank deposits is recognized when eamed, net of final tax.

(i) Cost and expenses

Direct costs and expenses are recorded when incurred.

3.20 Emplovee costs

Short-term employee benefits

Short-term employee benefits are employees’ benefits (cther than termination benefits) that fall due
wholly within twelve (12) months after the end of the period in which the employees render the related
service. It includes salaries, wages, social security contributions, paid annual leaves and paid sick leaves
profit-sharing and bonuses (if payable within twelve months of the end of the period) and non-monetary
benefits for current employees. Currently, the employees are entitled to all the above-mentioned short-
term benefits except profit sharing.

Retirement benefits

Retirement benefits are employee benefits (other than termination benefits) that are payable after the
completion of employment.

The Company has an unfunded defined benefit retirement plan for qualified employees. For purposes of
determining its costs and obligation, the Company considers the minimum requirement of Republic Act
7641 (the Retirement Law) of the Philippines. Under Republic Act 7641 (known as the Retirement Pay
Law), in the absence of a retirement plan or agreement providing for retirement benefits of employees in
the private sector, an employee upon reaching the age of 60 years or more, but not beyond 65 years, who
has served at least 5 ycars ina Company, may retire and shall be entitled to retirement pay equivalent to
at least /2 month salary for every year of service, a fraction of at least 6 months being considered as one
(1) whole year. The term “One-half month salary” includes the following:

a. Fifteen days salary based on the latest salary rate;

b. Cash equivalent of five days or service incentive leave (or vacation leave); and

. One-twelfth of the 13" month pay (where the 13" month pay is the total basic salary for the last
twelve months of the service divided by twelve)

The Company’s net obligation in respect of the defined benefit retirement plan is calculated by
eslimating the amount of future benefits that employees have earned in return for their service in the
current year and prior year periods. The benefit is discounted to determine the present valuc, and the fair
value of any plan assets is deducted. The discount rate is the yield at financial reporting date on high-
quality corporate bonds that have maturity dates approximating the terms of the Company’s obligation.
The current calculation is performed by a qualified actuary using the projected unit credit method.

Retirement benefits expense comprises the following:
a. Service cost,

b. Net interest on the net defined benefit liability,
c. Remeasurements of net defined benefit liability.
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Service costs which include current service costs, past service costs and gains or losses on non-routine
seitlements are recognized as expense in profit or loss. Past service costs are recognized when plan
amendment or curtailment occurs. These amounts are calculated periodically by independent qualified
actuaries.

Net interest on the net defined benefit liability is the change during the period in the net defined benefit
liability that arises from the passage of time which is determined by applying the discount rate based on
government bonds to the net defined benefit liability. Net interest on the net defined benefit liability is
recognized as an expense in the profit or loss.

Remeasurements comprising actuarial gains and losses, return on plan assets and any change in the effect
of the asset ceiling (excluding net interest on defined benefit liability) are recognized immediately in the
Fund’s statement of financial position with a corresponding debit or credit to retained earnings through
other comprehensive income in the period in which they occur. Remeasurements are not reclassified to
profit or loss in subsequent periods.

3.21 Leases

The Company assesses at contract inception whether a contract is, or contains, a lease. That is, if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration.

Company as a Lessee

The Company applies a single recognition and measurement approach for all leases, except for short-
term leases and leases of low-value assets. The Company recognizes lease liabilitics to make lease
payments and right-of-use assets representing the right to use the underlying assets.

Right-of-use assets

The Company recognizes right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use).

Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of
lease liabilities recognized, initial direct costs incurred, lease payments made at or before the
commencement date less any lease incentives received, and the estimated costs to be incurred in
dismantling and removing the underlying asset or restoring it to the condition required by the contract.

If the ownership of the leased asset transfers to the Company at the end of the lease term or the cost
reflects the exercise of a purchase option, depreciation is calculated using the estimated useful life of the
asset.

Lease liabilities

At the commencement date of the lease, the Company recognizes lease labilities measured at the present
value of lease payments to be made over the lease term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected to be paid under residual value guarantees. The lease
payments also include the exercise price of a purchase option reasonably certain to be exercised by the
Company and payments of penalties for terminating the lease, if the lease term reflects the Company
exercising the option to terminate. Variable lease payments that do not depend on an index or a rate are
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recognized as expenses in the period in which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Company uses its incremental borrowing rate at
the lease commencement date because the interest rate implicit in the lease is 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 carrying amount of lease liabilities is
remeasured if there is a modification, a change in the lease term, a change in the lease payments (e.g.,
changes to future payments resulting from a change in an index or rate used to determine such lease
payments) or a change in the assessment of an option to purchase the underlying asset.

Short-term leases and leases of low-value assets
The Company applics the short-term lease recognition exemption to its short-term lease of office space.
It has no other lease which will be classified as low-value asset. Lease payments on short-term leases and

leases of low-value assets are recognized as expense on a straight-line basis over the lease term.

3.22 Foreign currency transactions

In preparing the financial statements, transactions in foreign currencies other than the functional currency
are recorded at the rates of exchange prevailing at the dates of the transactions. At each reporting date,
monetary items denominated in foreign currency are retranslated at the rates prevailing at the reporting
date. Non-monetary items carried at fair value that are denominated in foreign currencies are retranslated
at the rates prevailing at the date when the fair values are determined. Non-monetary items that are
measured in terms of historical cost in foreign currency are not retranslated.

Foreign currency gain or loss resulting from the settlement of such transaction at year-end exchange rates
of monetary assets and liabilities denominated in foreign currencies are recognized in the statement of

comprehensive income.

3.23 Basic and diluted earnings (loss) per share

Basic earnings (loss) per share is calculated by dividing the income (loss) for the year attributable to the
common sharcholders of the Company by the weighted average number of common shares outstanding
during the year, after considering the retroactive effect of stock dividend declaration, if any. The
Corporation Code of the Philippines under Section 137 defines outstanding capital stock as the total
shares of stock issued under binding subscription agrecments to subscribers or stockholders, whether or
not fully or partially paid except treasury shares.

For the purpose of calculating diluted earnings (loss) per share, profit (loss) for the year attributable to
ordinary equity holders of the Company and the weighted average number of shares outstanding are
adjusted for the effects of all dilutive potential ordinary shares.

3.24 Subsequent events

The Company identifies subsequent events as events that occur after the reporting date but before the
date when the financial statements are authorized for issue. Any subsequent events that provide
additional information about the Company’s financial position at the reporting date are reflected in the
financial statements.

Non-adjusting events are disclosed in the notes to the financial statements when material.

There were no subsequent events for adjustment or disclosure as at December 31, 2021, 2020 and 2019.
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NOTE 4 - CAPITAL MANAGEMENT OBJECTIVES, POLICIES AND PROCEDURES

The primary objective of the Company’s capital management is to ensure the Company’s ability to
continue as a going concern and to provide adequate returns and benefits to shareholders and other
stakeholders by operating with guidance of high technical services and pursue the long-term outlook of
management to deliver long-term growth and profits.

The Company manages the following capital as shown in the statements of changes in equity:

Note 2021 2020 2019
Authorized capital 1,800,000,000 26
Subscribed capital 652,500,000 26
Paid-up capital 26 636,563,546 636,563,546 636,563,546

The Company monitors capital based on the carrying amount of equity as presented on the face of the
statements of financial position. Measurement of the Company’s financial leverage is summarized as
follows:

2021 2020 2019
Total liabilities 60,975,349 55,184,791 48,587,250
Total equity 863,238,120 829,830,209 797,379,625
Debt-to-equity ratio 0.0706:1 0.0665:1 0.0609:1

The Company’s Board of Directors has overall responsibility for monitoring capital in proportion to risk.
Profiles or capital ratios are set in the light of changes in the Company’s external environment and the
risks underlying the Company’s business, operations, and industry.

The Company defines capital as paid-up share capital and retained earnings, both appropriated and
unappropriated. Other components of equity such as treasury stock are excluded from capital for
purposes of capital management.

The Company sets the amount of capital in proportion to its overall financing structure, i.e., equity and
financial liabilities. The Company manages the capital structure and makes adjustment in the light of
changes in economic conditions and the risk characteristics of the underlying asset.

The Company is not subject to externally imposed capital requirement.

NOTE 5 - SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The Company’s financial statements prepared in accordance with PFRSs require management to make
judgments and estimates that affect amounts reported in the financial statements and related notes.
Judgments and estimates arc 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. Actual results may ultimately differ from these estimates.
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5.1 Critical management judgments in applying accounting policies

In the process of applying the Company’s accounting policies, management has made the following
Jjudgments, apart from those involving estimation, which have the most significant effect on the amounts
recognized in the financial statements.

a. Functional currency

The Philippine Peso is the cumrency of the primary economic environment in which the Company
operates. It is the currency in which the Company measures its performance and reports the results
of its operations.

b. Determining the lease term of coniracts with renewal and termination options

The Company 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 periods covered by an option to terminate the lease, if it is reasonably certain not to be
exetcised.

The Company has several lease contracts that include extension and termination options. The
Company applies judgment in evaluating whether it is reasonably certain whether or not to
exercise the option to renew or terminate the lease. It considers all relevant factors that create an
economic incentive for it to exercise either the renewal or termination. After the commencement
date, the Company reassesses the lease term if there is a significant event or change in
circumstances that is within its control and affects its ability to exercise or not to exercise the
option to renew or to terminate.

The Company renewal options for leases under Note 23 are not included as part of the lease term
because it needs the mutual agreement of both parties prior to the expiration of the agreements.
Furthermore, the periods covered by termination options are included as part of the lease term
only when they are reasonably certain not to be exercised.

The Company applies the short-term lease recognition exemption to its short-term leases of
office premises. Lease payments on shori-term leases are recognized as expense on a straight-
line basis over the lease term.

Rent expense pertaining to these leased properties amounted to P742,785, P726,237 and
P730,470 (Note 23) for the years ended December 31, 2021, 2020 and 2019, respectively.

c. Provisions

Provisions for liabilities are recognized when the Company has a present obligation as a result of
a past event and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate of the amount can be made. Provisions are
reviewed at each reporting date and adjusted to reflect the current best estimate. Where the effect
of the time value of money is material, the amount of provision is the present value of the
expenditure expected to be required to settle the obligation.

There were no provisions recognized as at December 31, 2021, 2020 and 2019,
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d.

Contingencies

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

Contingent liabilities are disclosed in Note 27. There were no contingent assets for disclosure.

5.2 Critical accounting estimates and assumptions

a.

EUL of property and equipment

The management estimates the useful lives of property and equipment based on the period in
which the assets are expected to be available for use. The EUL of the property and equipment
(Note 3.8) are reviewed periodically and are updated if expectations differ from previous
estimates due to physical wear and tear, technical or commercial obsolescence and legal or other
limits on the use of the assets. In addition, the estimation of the useful lives of property and
equipment is based on the Company’s collective assessment of industry practice, internal
evaluation and experience with similar assets. It is possible, however, that the future results of
operations could be materially affected by changes in estimates brought about by changes in
factors mentioned above. The amounts and timing of recorded expenses for any period would be
affected by changes in these circumstances. A reduction in the EUL of property and equipment
would increase recorded operating expenses and decrease non-current assets.

Depreciation expense amounted to nil, P3,132, and P7,712 (Note 12) for the years ended
December 31, 2021, 2020 and 2019, respectively.

Impairment of property and equipment

The Company performs an impairment review annually at the end of each reporting period.
Purchase accounting requires extensive use of accounting estimates and judgment to allocate the
purchase price to the fair market values of the assets and liabilities purchased.

Determining the fair value of property and equipment, which require the determination of future
cash flows expected to be generated from the continued use and ultimate disposition of such
assets, requires the Company to make estimates and assumptions that can materially affect the
financial statements. Any resulting impairment loss could have a material adverse impact on the
financial condition and results of operations.

The preparation of the estimated future cash flows involves significant judgment and estimations.
While the Company believes that its assumptions are appropriate and reasonable, significant
changes in the assumptions may materially affect the assessment of recoverable values and may
lead to future additional impairment charges under PFRS.

The carrying value of property and equipment amounted to P1, P1 and P3,133 (Note 12) as at
December 31, 2021, 2020 and 2019, respectively.

Based on management’s assessment, some fully depreciated equipment amounting to P38,800
(Note 12) for the year ended December 31, 2019 are already destroyed and unserviceable, hence,
derccognized in the books.
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C.

Revaluation of investment property

The Company has adopted the fair value method in determining the carrying value of investment
property. While the Company has opted to rely on independent appraisers to determine the fair
value of its investment property, such fair value was determined based on recent prices of similar
properties, with adjustments to reflect any changes in economic conditions since the date of the
transactions that occurred at those prices. The amounts and timing of recorded changes in fair
value for any period would differ if the Company made different judgments and estimates or
utilized different basis for determining fair value (Note 3.3.6 and Note 3.3.7).

The fair value of investment property is P870,000,000, P830,000,000 and P790,500,000 (Note
13) as at December 31, 2021, 2020 and 2019, respectively.

Unrealized gain from investment property revaluation amounting to P40,000,000, P39,500,000
and P5,500,000 (Note 13) related to investment property is recognized for the years ended
December 31, 2021, 2020 and 2019, respectively.

Recoverability of exploration and evaluation of assets

Exploration and evaluation costs are recognized as assets in accordance with PFRS 6,
Exploration for and Evaluation of Mineral Resources. Capitalization of these costs is based, to a
certain extent, on management’s judgment of the degree to which the expenditure may be
associated with finding a specific mining reserve.

The application of the Company’s accounting policy for exploration and evaluation assets
requires judgment and estimates in determining whether it is likely that the future economic
benefits are certain, which may be based on assumptions about future events or circumstances.
Estimates and assumptions may change if new information becomes available. If, after the
exploration and evaluation assets are capitalized, information becomes available suggesting that
the recovery of expenditure is unlikely, the amount capitalized is written off in the statement of
comprehensive income in the period when the new information becomes available.

The Company reviews the carrying values of its exploration and evaluation assets whenever
events or changes in circumstances indicate that their carrying values may exceed their estimated
net recoverable amounts. An impairment loss is recognized when the carrying values of these
assets are not recoverable and exceed their fair value. The factors that the Company considers
important which could trigger an impairment review of exploration and evaluation assets include
the following:

* the period for which the Company has the right to explore in the specific area has
expired during the period or will expire in the near future, and is not expected to be
renewed;

¢ substantive expenditure on further exploration for and evaluation of mining reserves in
the specific area is neither budgeted nor planned;

* exploration for and evaluation of mining reserves in the specific area have not led to the
discovery of commercially viable mining reserves and the Company decided to
discontinue such activities in the specific area; and

*» sufficient data exist to indicate that, although development in the specific area is likely to
proceed, the carrying amount of the exploration and evaluation asset is unlikely to be
recovered in full from successful development or by sale.
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The Company determines impairment of projects based on the assessment of the technical group
of its Indonesian partner or based on management’s decision not to pursue any further
commercial development of its exploration projects.

There were no impairment losses recognized for the years ended December 31, 2021, 2020 and
2019.

Impairment of non-financial assets

The Company’s policy on estimating the impairment of non-financial assets is discussed in Note
3.11. Though management believes that the assumptions used in the estimation of fair values
reflected in the financial statements are appropriate and reasonable, significant changes in these
assumptions may materially affect the assessment of recoverable values and any resulting
impairment loss could have a material adverse effect on the results of operations.

There were no impairment losses recognized for the years ended December 31, 2021, 2020 and
2019.

Impairment of investment in / due from subsidiary

At each reporting date, the impairment of due from subsidiary is reviewed. In determining the
impairment to be provided, the Company takes into account the factors affecting the collectibility
such as the financial status and operations of the subsidiary.

The Company has provided allowance for impairment on the accounts due from subsidiary, PCC,
amounting to P480,000, P440,000 and P440,000 (Note 15) as at December 31, 2021, 2020 and
2019, respectively. The provisions represent about 2% of the outstanding due from PCC in 2021,
2020 and 2019.

Due to accumulated losses of the subsidiary, the Company has provided 100% impairment
allowance on the investment amounting to P4,950,000 (Notc 15).

Estimated retirement benefits

The determination of the Company’s obligation and cost of pension is dependent on the selection
of certain assumptions used in calculating such amounts. Those assumptions are, and include,
among others, discount rate and salary increase rate. In accordance with PAS 19 (Revised),
actual results that differ from the assumptions are accumulated and amortized over future periods
and therefore, generally affect the recognized expense and recorded obligation in such future
periods.

PAS 19, Revised also requires a retrospective application which means that minimum disclosure
requirements shall be made in the comparative period as well as the current period.

The retirement benefit expense, liability and detailed discussion of sensitivity analysis are
discussed in Note 19.

Income taxes
~ A certain degree of significant judgment is required in determining the provision for income

taxes as there are certain transactions for which the ultimate tax determination is uncertain during
the ordinary course of business. Where the final tax outcome of these matters is different from
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the amounts that were initially recorded, such differences will impact the income tax and
deferred tax provisions in the period in which such determination is made.

The income tax expense (benefit) - deferred amounted to P168,071, 238,658 and (P103,937) as
at December 31, 2021, 2020 and 2019, respectively (Note 17).

j- Realizability of deferred tax assets

The carrying amounts of deferred income tax assets at each financial reporting date are reviewed
and are reduced to the extent that there is no longer sufficient future taxable income available to
allow all or part of the deferred income tax assets to be utilized. The Company’s assessment of
the recognition of deferred tax assets on deductible temporary differences, and the carryforward
benefits of excess MCIT and NOLCO is based on the forecasted taxable income for the future
years. This forecast is based on the Company’s past results and future expectations on revenue
and expenses.

The carrying values of deferred tax assets, which the management assessed to be fully utilized
within the next two (2) to three (3) years amounted to P1,005,523, P1,199,398 and P1,347,887
(Note 17) as at December 31, 2021, 2020 and 2019, respectively.

The Company also has deductible temporary differences, carryforward benefits of unused
NOLCO and excess MCIT for which no deferred income tax asset was recognized (Note 17).

NOTE 6 - FINANCTAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company’s activities are exposed to a variety of financial risks: credit risk, liquidity risk, market
risk, fair value estimation and fair value hierarchy. The Company’s overall risk management program
secks to minimize potential adverse effects on the financial performance and to make an optimal
contribution to the Company’s revenues by managing these risks. The Company’s risk management,
vested thru the Board of Directors, focuses on actively securing its short to medium-term cash flows by
minimizing the exposure to financial risks. Long-term financial investments are tnanaged to generate
lasting returns,

The Company’s response to the risks and challenges it faces are as follows:

* To explore less risky exploration and exploitation of minerals,
Shorten the exploration period and look for the most economical ways to explore and
conduct the latest geological and geophysical techniques to minimize the risks of
exploration,

* To engage experts to utilize proven hedge and financial initiatives to mitigate and minimize
inherent risks of the volatility of commodities, and

* Toplace importance on community welfare and community relationship.

The policies for managing specific risks are summarized below:

Financial risk factors

The Company’s financial assets and liabilities, comprising mainly of cash and cash equivalents, other
receivables, investment in stocks, due from subsidiary, accruals and other payables (except payable to
government agencies) and advances from shareholders are exposed to a variety of financial risks. The

management ensures that it has sound policies and strategies in place to minimize the potential adverse
effects of these risks on the Company’s financial performance.
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6.1 Credit risk management

Credit risk refers to the risk that a counterparty will default on its obligations resulting in financial loss to
the Company. The Company has adopted a policy of dealing with creditworthy counterparties as a means
of mitigating the risk of financial loss from defaults

Generally, the maximum credit risk exposure of financial assets is the carrying amount of the financial
assets as shown on the face of the financial statements or in the detailed analysis provided in the notes to
financial statements, as sunmarized below:

Neither past due  Past due but not

2021 Note Carrying amount  nor impaired impatred
Cash and cash equivalents* 8 2,490,732 2,490,732 -
Other receivables 9 56 56 -
Investment in stocks 11 80,000 80,000 -
Due from subsidiary 15 136,934 - 136,934
2,707,722 2,570,788 136,934
Neither past due  Past due but not
2020 Note Carrying amount  nor impaired impaired
Cash and cash equivalents* 8 2,866,292 2,866,292 -
Other receivables 9 6,862 6,862 -
Investment in stocks 11 30,000 80,000 -
Due from subsidiary 15 357,934 - 357,934
3,311,088 2,953,154 357,934
Neither past due  Past due but not
2019 Note Carrying amount  nor impaired impaired
Cash and cash equivalents* 8 2,923,310 2,923,310 -
Other receivables 9 14,354 14,354 -
Investment in stocks 11 80,000 80,000 -
Due from subsidiary 15 583,934 - 583,934
' 3,601,598 3,017,664 583,934

*Excluding cash on hand and petty cash

None of the above financial assets are used as collaterals or other credit enhancements.
Accordingly, the Company has assessed the quality of the following financial assets:

1. The credit risk for cash and cash equivalents is assessed as low risk since these are deposited in
reputable banks which have a low probability of insolvency.

2. Other receivables pertain to receivable from employees and accrued interest from time deposit.

The credit risk is assessed as low risk since it is collected thru salary deduction and deposited in
a reputable bank which has a low probability of insolvency.

3. The maximum exposure to credit risk of the Company from the investment in stock is equivalent
to the fair value of the shares in the PSE as at the reporting date.
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4. The due from subsidiary represents advances made to subsidiary for working capital
requirements. These are presented as non-current assets as these are not expected to be collected
within the next twelve (12) months. The maximum exposure to credit risk of this account is
equivalent to outstanding advances to the subsidiary for its working capital purposes.

6.2 Liquidity risk management

Liquidity risk is the risk that the Company will encounter difficuity in meeting obligations associated
with financial liabilities.

As at December 31, 2021, 2020 and 2019, the Company’s financial liabilities have contractual maturities
as follows:

2021 2020 2019
Jtel2 Morethan12  3t012  Morethan 12 3t012  Morethan 12
Note months months months months months months
Accruals and other payables * 18 1,189,597 - 740,503 - 187,096 -
Advances from shareholders 16 - 55,716,153 - 50,433,840 - 43,862,840

1,189,597 55,716,153 740,503 50,433,840 187,0% 34,598,340
* Excluding withholding taxes, documentary stamp tax, SSS, PHIC and HDMF payables

The total current assets exceeded the total current liabilities by P1,281,560, P2,152,360 and P2,748,117
as at December 31, 2021, 2020 and 2019, respectively, computed as follows:

2021 2020 2019
Total current assets 2,518,663 2,905,319 2,579,573
Total current liabilities 1,237,103 752,959 231,456
1,281,560 2,152,360 2,748,117

The Company manages liquidity risk by maintaining adequate highly liquid assets in the form of cash
and cash equivalents. Management has no knowledge of any other trends, demands, commitments,
events, or uncertainties that would have a material impact on the Company’s liquidity. It looks at its
current assets as a source of liquidity. A call on subscription receivable is an alternative to raise cash. The
major sharcholders have committed to pay their subscription payable to the Company as the need arises.

6.3 Market risk management

Market risk is the risk of loss to future earnings, to fair value or to future cash flows that may result from
changes in the price of a financial instrament. The value of a financial instrument may change as a result
of changes in interest rates, foreign currency exchange rates, commodity prices, equity prices and other
market changes.

6.3.1 Interest rate and foreign currency risk

The Company’s exposure to the risk of changes in interest rates is minimal since the cash and cash
equivalents have fixed interest rates not affected by interest rates movement in the market.

The Company is exposed to foreign cutrency risk primarily with respect to the monetary assets
denominated in US Dollar. The Company’s financial position and financial performance are affected by
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the movements in the Philippine Peso to US Dollar exchange rates. Foreign currency risk arises when
recognized assets and liabilities are denominated in a currency that is not the entity’s functional currency.
The Company’s foreign currency denominated monetary asset is shown in Note 22.

As at December 31, 2021, if the Philippine Peso has weakened/strengthened by 0.39% against the US
Doilar with all other variables held constant, loss for the ycar would have been lower/higher by
(P17,730,) mainly as a result of foreign exchange gains/losses on translation of US Dollar denominated
net assets shown in Note 22. The 0.39% volatility is based on 30-day historical foreign currency
fluctuations experienced by the Company.

6.3.2 Other price risk sensitivity

The Company’s market price risk arises from financial asset which is carried at fair value. It manages the
risk from changes in market price by monitoring the changes in the market price of the investments.

For the equity securities, there was no available market value in PSE due to the continuous suspension of
Philcomsat Holdings Corporation (PHC).

6.4 Fair value estimation of financial assets and liabilities

The carrying amounts of financial assets and liabilities which approximate fair values as presented in the
statements of financial position are shown below:

2021 2020 2019
Note Carrying Amount  Fair Value  Camying Amount  FairValue  Canmying Amount  Fair Value
Financial assets:
Cash and cash equivalents* 8 2,490,732 2,490,732 1,866,292 2,866,202 2923310 2,923,310
Other recejvables 9 56 56 6,362 17 14,354 14,354
Investment in stocks 1 80,060 80,000 80,000 80,000 80,000 80,000
Dug from subsidiary 15 136934 136,934 357934 364,779 583934 583,934
2,707,722 270711 3,311,088 3,311,088 3,601,598 3,601,598
*Excluding cash on hand and petty cash
2021 2020 2019
Note Camying Amount  FairValue  Carying Amount  Fair Value Carrying Amount ~ Fair Vahie
Financial liabilities;
Accruals and other payables** 18 1,189,397 - 740,503 740,503 157,096 187,096
Advances from shateholders 16 - 55,716,153 S0433,340 50,433,840 43362840 43,862,340

1,189,397 55,716,153 51174343 51174343 44049936 44049936
¥ Excluding withholding taxes, documentary stamp tax, S5, PHIC and HDMF payable
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6.5 Fair value hierarchy of financial assets that are measured at fair value on a recurring basis

. , Valuation Significant
Financial Assets Fair Values as at Fa.lr Value Technique(s)/  unobservable
Hierarchy Key input(s) input(s)
12/31/2021 12/31/2020 12/31/2019
Investment in Discounted cash
stocks 30,000 80,000 80,000 Level 3 flows Not applicable

Investment in stocks has no available market values since 2010. The carrying amount is the approximate

fair value.

6.6 Fair value hierarchy of financial assets and financial liabilities that are not measured at fair value on a

recurring basis (but fair value disclosures are required)

Finanf:ial Afssets / Fair Values as at Fair Value Vah-mtion Significant
Financial Hierarchy Technllque(s) / um')bservable
Liabilities Key input(s) input{s)

12/31/2021 12/31/2020 12/31/2019
Cash and cash Discounted cash
equivalents*® 2,490,732 2,866,292 2,923310 Level 3 flows Not applicable
Discounted cash

Other receivables 56 6,862 14,354 Level 3 flows Not applicable

Investment in Discounted cash

stocks 30,000 80,000 80,000 Level 3 flows Not applicable

Due from Discounted cash

subsidiary 216,934 357,934 583,934 Level 3 flows Not applicable

Accruals and Discounted cash

other payables** 1,189,597 740,503 187,096 Level 3 flows Not applicable

Advarnces from Discounted cash

shareholders 55,716,153 50,433,840 43,862,840 Level 3 flows Not applicable

* Excluding cash on hand and petty cash
**Excluding withholding taxes, documentary stamp tax, SSS, PHIC and HDMF payable

NOTE 7 - OPERATING SEGMENT

An operating segment is a component of the Company that (a) engages in business activities from which
it may eamn revenues and incur expenses, including revenues and expenses relating to fransactions with
other components of the same entity, (b) whose operating results arc regularly reviewed by the entity’s
chief operating decision-maker to make decisions about resources to he allocated to the segment and
assess its performance, and (c) for which discrete financial information is available.

In 2009, with the interest of the Company in mining, this business segment can be reported as an
operating segment even though it is still in its exploratory stage. The business segment is organized and
managed separately according to the nature of the services provided. A segment asset includes all
operating assets used by a segment and consists of supplies, deposits, exploration and evaluation assets,
property and equipment (net of accumulated depreciation).
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With the granting of the rights of exploration, exploitation, development and operation of the mining
concessions in Indonesia, information about this mining business segment is as follows:

Note 2021 2020 2019
Mining busincss scgment None toreport  None to report  None to report
Segment assets
Exploration and evaluation asset 14 50,472,348 50,472,348 50,472,348

NOTE 8 - CASH AND CASH EQUIVALENTS

This account consists of:

2021 2020 2019
Cash equivalents 2,162,104 2,044,667 2,156,545
Cash in banks 328,628 821,625 766,765
Petty cash fund ' 4,000 4,000 4,000
Cash on hand - 3,670 422

2,494,732 2,873,962 2,927,732

Cash in banks generally earn interest at prevailing bank deposit rates. Cash equivalents are placements
good for thirty-five (35) days with one local bank depending on the immediate cash requirements and
earn interest at the prevailing short-term deposit rate of 0.50% per annum. Due to the short-term nature of
such transactions, the carrying value approximates fair value of the temporary cash investments,

Total interest income from bank deposits for the years ended December 31, 2021, 2020 and 2019
amounted to P1,153, P3,098 and P9,770, respectively.

Unrealized foreign exchange gain (loss), net recognized in the statements of comprehensive income due
to restatement of the cash in bank and cash equivalents dollar accounts amounted to P124,424

(P122,961) and (P89,603) (Note 22) for the years ended December 31, 2021, 2020 and 2019,
respectively.

NOTE 9 - OTHER RECEIVABLES

This account consists oft

2021 2020 2019
Accrued interest on time deposit 56 17 662
Salary loan receivable - - 13,692
Other recejvables - 6,345 -
56 6,862 14,354

Salary loan earns an interest rate of 16% per annum payable on a monthly/semi-monthly installment.

Other receivables pertain to the proportion of salary loans of the employee of Filipinas Golf Country
Club, Inc. as a co-maker of the promissory note.

The Company believes that the carrying amount of other receivables approximate fair value due to its
short-term nature.
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NOTE 10 - PREPAYMENTS

This account pertains to advance payments on the Company’s cars insurance coverage, membership fees
and subscription which are unexpired amounting to P23,875, 24,495 and P37,487 as at December 31,
2021, 2020 and 2019, respectively.

NOTE 11 - INVESTMENT IN STOCKS

Investment in stocks measured at fair value through OCI consists of the following as at December 31,
2021:

2021 2020 2019

Quoted equity instruments
Philcomsat Holdings Corp. 80,000 80,000 80,000

There was no available market value for Philcomsat Holdings Corporation (PHC) as at December 31,
2021, 2020 and 2019 due to its suspension by the Philippine Stock Exchange (PSE) since December 21,
2007.

On December 3, 2008 the Corporation Finance Department of the SEC issued an order of suspension of
PHC’s Registration of Securities for violation of SRC Rules 17.1 (1) (A) (i) & (ii) due to its continuing
failure to file its 2006 and 2007 annual reports as well as its 1st, 2nd and 3rd quarterly reports for 2007.

As at December 31, 2021, the suspension has not been lifted. PHC is a subject of intra-corporate
controversies. Due to the unavailability of a market price, a valuation technique could be used to
establish its fair value. Valuation techniques include using arm’s length market transactions between
knowledgeable parties, if available; reference to the current fair value of another instrument that is
substantially the same; discounted cash flow analysis and option pricing models. However, due to intra-
corporate controversies in which PHC has been involved for several years now, management has decided
to take a conservative stand and provide a 90% allowance based on cost for the impairment of its
investment. No fair value gain (loss) was recognized in 2021, 2020 and 2019.

Due to suspension in PSE, there is no available market value for both investments, thus, there is no net
accumulated unrealized gain on financial assets at FVOCI as at December 31, 2021, 2020 and 2019.
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NOTE 12 - PROPERTY AND EQUIPMENT, NET

Details of property and equipment as at December 31, 2021, 2020 and 2019 are as follows:

Transportation Office furniture
equipment Office equipment and fixture Total
Gross carrying value:
January 1, 2019 1,150,000 109,179 134,770 1,393,949
Disposals - (38,800) - {38,800)
December 31, 2019 1,150,000 70,379 134,770 1,355,149
Disposals - - - -
December 31, 2020 1,150,000 70,379 134,770 1,355,149
Disposals - - - -
December 31, 2021 1,150,000 70,379 134,770 1,355,149
Accumulated depreciation:
January 1, 2019 1,150,000 99,595 133,509 1,383,104
Depreciation - 6,451 1,261 7,712
Disposals - (38,800) - (38,800)
December 31, 2019 1,150,000 67,246 134,770 1,352,016
Depreciation - 3,132 - 3,132
December 31, 2020 1,150,000 70,378 134,770 1,355,148
Depreciation - - - -
December 31, 2021 1,150,000 70,378 134,770 1,355,148
Carrying value:
As at December 31, 2019 - 3,133 - 3,133
—_Asat December 31, 2020 - | - |
As at December 31, 2021 - 1 - I

The above property and equipment have not been used as collateral for a loan.

There were no contractual commitments for the acquisition of property and equipment as at December 31,
2021, 2020 and 2019.

The gross carrying value of fully depreciated property and equipment still in use by the Company
amounted to P1,355,149, P1,355,149, and P1,471,120 as at December 31, 2021, 2020 and 2019,
respectively,

NOTE 13 - INVESTMENT PROPERTY

This represents the transfer value or consideration of the parcel of land which was used as full payment
of the subscription of the President, Oliveric G. Laperal, Sr., on the increase in authorized capital stock
of the Company amounting to P400 million. The parcel of land is located at 1004 EDSA, Quezon City
with a land area of five thousand (5,000) sq.m. This investment property is covered by TCT No. N-
307207 issued by the Land Registration Authority to Imperial Resources, Incorporated on September 3,
2007. An annotation on the title states that “the acquisition of the property described in this
title/certificate is by virtue of tax-free exchange pursnant to Section 40 C (2) of the National Internal
Revenue Code (NIRC) of 1997 per Deed of Assignment of Real Property dated February 2, 2007”.

The Company’s investment property is measured using the fair value model.
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The fair value of the Company’s investment property is as follows:

2021 2020 2019
Fair value, January 1 830,000,000 790,500,000 785,000,000
Gain from mvestment property revaluation 40,000,000 39,500,000 5,500,000

Fair value, December 31 870,000,000 830,000,000 790,500,000

The value of the property is based on the appraisal made by Cuervo Appraisers, Inc., an independent
appraiser accredited with Sccurities and Exchange Commission, Philippine Stocks Exchange and Bangko
Sentral ng Pilipinas, and determined using the Sales Comparison Approach. This is a comparative
approach to the value that considers the sales of similar, or substitute properties and related market data
which establishes a value estimate by processes involving comparison. Based on the analysis and
considering the location, size, shape and physical characteristics, highest and best use of the subject
property, the appraiser’s report indicated that the fair market value of the land is P870,000,000,
P830,000,000 and P790,500,000 as at December 31, 2021, 2020 and 2019, respectively.

The Company assessed that the investment property is considered a capital asset under Sec. 39 (A) (1) of
the NIRC subject to capital gains tax upon sale and the Company does not intend to sell the property.
Thus, the gain from the revaluation is considered a permanent difference in the income tax computation
and therefore, no deferred tax liability is recognized (Note 17).

The above investment property has not been used as collateral for a loan.

Details of the Company’s investment property and information about the fair value hierarchy as at
December 31, 2021 are as follows:

Farr value as at
Level 1 Level 2 Level 3 12/31/21
Investment property - 870,000,000 - 870,000,000

There were no transfers between Level 1 and 2 during the year.
NOTE 14 - EXPLORATION AND EVALUATION ASSETS

This account consists of*

Acquisition of rights
to explore Geophysical studies Total
Gross carrying value:
January 1, 2019 11,795,500 38,676,848 50,472,348
Additions - - -
December 31, 2019 11,795,500 38,676,848 50,472,348
Additions - - -
December 31, 2020 11,795,500 38,676,348 50,472,348
Additions - - -
As at December 31, 2021 11,795,500 38,676,848 50,472,348

On January 30, 2009, a Memorandum of Agreement was made by/and between the Company and PT.
Asphal Buton Nasional granting the Company the exclusive right of exploration, exploitation,
development and operation of the subject mining concessions. Upon signing of the Memorandum of
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Agreement, the amount deposited in September 2008 was recorded as Exploration and Evaluation Asset
(E&E Assets).

In 2009, the Indonesian partners obtained the services of Jurusan Teknik Pertambangan, Fakultas
Teknologi Mineral, Universitas Pembangun Nasional “Veteran” Yogyakarta to conduct a geophysic and
geophysical (Electric Resistivity) study of the Buton asphalt in Wakaokili and Waangu-angu, Pasarwajo,
Kabupaten Buton. The geophysical interpretation data was necessary to determine the site for drilling
exploration and the depth and thickness of asphalt-bearing rock. The cost of the survey amounting to
US$100,000 was included and capitalized as E&E Assets.

The scope of work done involved geologic survey, geophysical resistivity measurement and rock bearing
asphalt interpretation, resource estimation with inferred classification and determination of drilling
exploration area.

The preparation of work included licensing, collection of secondary date and literature, preparation of
equipment and materials, establishment of teamwork and preliminary field survey. Reconnaissance in the
areas was done to assess the geophysical, social, and cultural conditions. Geologic mapping of the
existence of asphalt was done. Electric resistivity or electrical geophysics was used to measure the
underground conditions which utilized differences in electric potential to identify sub-surface material.

The final report on the Electric Resistivity Survey showed the following:

1. Asphalt resources or reserves in Waangu-angu Block with inferred resources classification of
39,083,000 m3;
2. Asphalt resources or reserves in Wakaokili Block with inferred resources classification of
16,963,000 m3,;
3. Recommendations:
a. To get exact resources or reserves the electric resistivity survey done should be followed by
detailed drilling exploration
b. Drilling area recommended was the Western part of Waangu-angu Concession and Southern
part of Wakaokili Concession with the limit equal to the bottom deep of the sandstone layer.

Additional geologic and geophysical surveys for the second phase of the Exploration Program entailed
additional pouring of funds into the project during 2010 which were capitalized as Exploration and
Evaluation Asset.

In May 2011 and August 2011, the amount of UBS$120,000 and US$100,000, respectively, were remitted
to Mr. Eddy Surohadi for the account of PT. Aspal Buton Nasional and PT Indominas to fund the
additional geological works/studies needed for the preparation of the project feasibility report and
environmental impact report required pending conversion of PT Aspal Buton Nasional Exploration
permit to development and exploitation permit. In February 2012 US$60,000 and another US$60,000 in
September were both remitted to Mr. Eddy Surohadi for the account of PT. Aspal Buton Nasional and PT
Indominas to cover the budget required for additional geological works/studies needed for the
preparation of the project feasibility report and environmental impact report for the mining concession
area in Buton Island. In 2014, the Company remitted another US$100,000 and US$20,000 in April and
November to secure an extension on the lease of the mining concession in Buton Island. In 2014, the
Company remitted the amount of US$102,000 to Mr. Eddy Surohadi for obtaining informal approval for
the exploitation concession of the 1,722 hectares Waangu-Angu areas including the cost of the
preparation of the required technical report on post-production program to restore most of the mined-over
arcas to usable condition. In 2015, the Company remitted US$99,250 to Mr. Eddy Surohadi for the
account of P.T. Asphal Buton and P.T. Indominas to cover the budget required for various technical and
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tax expenses on the CNC (Clean and Ciear Certificate) IUP Production Program for the coverage area of
1,722 hectares. No remittances were made for the years ended December 31, 2021, 2020 and 2019.

As discussed in Note 2, the Company is proceeding with caution and at the same time re-evaluating its
Indonesian mining project owing to the precipitous fall in the world price of crude, the Parent Entity is at
present inclined to pursue the said project for that reason the Indonesian partners have been continuously
looking for foreign partners to invest the capital needed afier they have secured formal approval of the
exploitation concession because of its viability. Further, the Board of Directors, in its special meeting on
April 6, 2019, has approved the plan of the Company on the encouraging prospects of its, local and
offshore, mining exploration in view of its economic import and despitc rigorous government
regulations. Business opportunities in 2020 and 2021 had not been actively pursued due to the pandemic,
however, in 2022, as soon as health and travel conditions improve, Management plans to pursue a
business meeting and discussion with the Indonesian Partners for further exploratory and mining
activities of the project.

The Company is still in the exploration and evaluation stages of mineral resources. The Company’s
management assessed that its E&E Assets are deemed recoverable and not impaired based on the
recoverable volume of asphalt per the Resistivity Geophysic Study of Buton Asphalt conducted by
Jurusan Teknik Pertambangan, Fakultas Teknologi Mineral Universitas Pembangunan Nasional
“Veteran” Yogyakarta. The total forecasted price of commercially viable asphalt highly exceeds the
capitalized costs of the E&E Assets, which represents less than 1% only of its total forecasted price,
based on the resulting valuation of asphalt using several available asphalt prices in the Philippine market.
Thus, no amortization is recognized as at December 31, 2021, 2020 and 2019,

NOTE 15 - DUE FROM SUBSIDIARY

Investment in subsidiary

The Company owns 99% of the share capital of PCC, the only subsidiary, amounting to P4,950,000. For
the year 2006 preparation of the separate financial statements, the investment in subsidiary was
accounted for at cost in accordance with PAS 27, Separate Financial Statements. Accordingly, the equity
in net loss of the subsidiary recognized in 2005 and prior years was reversed. Due to the accumulated

losses of the subsidiary, a 100% allowance for impairment on the investment was recognized in the
transition from GAAP to PFRS.

Due from subsidiary

PCC was registered with the SEC on May 30, 2000 per Registration No. A200007650 and its primary
purpose is to engage in the business of Information Technology (I.T.) - Education. PCC had management
and technical agreement with two (2) LT. learning centers located in Baguio and Malolos, Bulacan, each
with an enrollment of 40-60 students and class sizes limited to about 15 students. All potential students
underwent rigorous online entrance exams to ensure high-quality students. The school’s objective is to
produce a small number of extremely high-quality graduates each year. However, in June 2008, the two
(2) learning centers temporarily suspended their operations.

Management decided to shift from 1.T education project to technical-vocational education, training and
assessment project through PCC. It secured a lease on a property in Pasay City as the site of the
education and training facility for five (5) years from April 1, 2008 to April 1, 2013. The monthly rental
is ten percent (10%) of gross tuition, matriculation, and students’ miscellaneous fees starting on July 1,
2009 up to July 31, 2013. The preparation, construction and renovation work on the education and
training facility started in March 2008,
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On March 20, 2013, at the meeting of the Management Committee, wherein, all members who were also
directors were present and represented a majority of the members of the Board of Directors unanimously
resolved and approved the dormancy status of PCC due to its non-operation since 2010 and significant
losses incurred which resulted to a Capital Deficiency of P20.90 million, P20.03 million and P18.76
million as at December 31, 2013, 2012 and 2011, respectively. In 2015, the Company entertained
inquiries or proposals to lease its building in Baguio City. The management was hoping to have the
building rented out in 2016 and was looking at a rental income of about Thirty-Five Thousand Pesos
(P35,000) per month. Consequently, the Company has changed its basis of accounting from liquidation
basis to going-concern basis.

In 2016, an interested party proposed to rent the building to be used as its marketing office for Thirty-
Five Thousand Pesos (P35,000) per month. On March 16, 2017, at the special meeting of the Board of
Directors, it was resolved that the Vice-Chairman and Vice-President, are authorized and empowered to
negotiate, transact, conclude, execute and sign, for and on behalf of the Company, agreements or
contracts for the lease of the property in Baguio as well as to deliver such necessary records, documents
or papers pertinent to or in its implementation.

It was resolved further that the same person is authorized and empowered to agree on the terms,
conditions and stipulations, and the price of the lease, for the best interest of the Company. However, due
to the change of marketing plans of the prospective lessee, the lease agreement was not finalized. Early in
2018, an interested party made an offer to lease the building to be used as a primary school for Forty
Thousand Pesos (P40,000) per month. However, the negotiation bogged down.

Despite the presence of the caretaker to prevent informal settlers to enter and use the property as their
dwelling place, in 2013, management decided to allow Philippine National Police Internal Affairs
Services (PNP-IAS) to use a portion of the ground floors as its office for free. During the latter part of
2018, the PNP-IAS moved out of the property. In 2019, the management repaired and repainted the
building to better attract potential lessees considering its good location. Accordingly, the Company
continued its reporting under the going-concern basis of accounting.

In June 2020, management received a proposal from an educational institution to lease the Baguio
property to set up a school for its mainstream lcarning and distant learning programs at Seventy-Five
Thousand (P75,000) per month. The prospective lessee wanted a minimum of a five-year lease contract.
The negotiation did not prosper.

In January 2021, another interested party submitted a proposal to lease the Baguio property for its
planned bed and breakfast business at Seventy-Five Thousand (P75,000) per month for two (2) years.
Management evaluated the proposal including some conditions proposed by the lessee in line with the
shott and long-term effects of the COVID-19 pandemic on the business of the Company and the lessee.
However, the negotiation was overtaken by the surge of COVID-19 (Delta Variant) cases in the area and
the lessee did not pursue it. Because of the recent proclamation of the government entities involved to
resume progressive expansion of face-to-face classes both in public and private in areas designated,
management is confident that it can find a lessee during the year 2022.

The amounts due from subsidiary as at December 31, 2021, 2020 and 2019 are as follows:

2021 2020 2019
Advances - Philippine Cyber College Corp. 24,434 934 24,175,934 23,961,934
Allowance for impairment loss - PCC 24,298,000 23,818,000 23,378,000
136,934 357,934 583,934

Due to the capital deficiency of PCC arising from its continuous losses, the Company provided
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allowance for impairment at 2% of the outstanding receivables in 2021, 2020 and 2019, respectively,
rounded to the nearest million which amounts to P480,000, P440,000 and P440,000 (Note 24) as at
December 31, 2021, 2020 and 2019, respectively.

The due from subsidiary is unsecured, non-interest bearing and has no specific repayment dates. Given
the financial condition of the subsidiary, the Company does not demand immediate repayment of its

advances to subsidiary.

Reconciliation of the Company’s allowance for impairment loss - PCC is as follows:

2021 2020 2019
Beginning Balance 23,818,000 23,378,000 22,938,000
Allowance for impairment loss - PCC 480,000 440,000 440,000

24,298,000 23,818,000 23,378,000

NOTE 16 - RELATED PARTY TRANSACTIONS

The Company’s relationship with related party is described below:

Relationship
Philippine Cyber College Corporation Subsidiary
Imperial Development Corporation With commeon director
Filipinas Golf & Country Club, Inc. With common directors
LTC Real Estate Corporation Shareholder
Oliverio G. Laperal, Sr. Major shareholder
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The significant transactions of the Company in the normal course of business with related parties are

described below:
A. SUBSIDIARY
Trovision for
Amountof | Outstanding Allowance for | impairment
transactions balance Terms impairment loss loss
Year 2021 a. Payable in cash
b. Have no specific repayment dates,
Due from subsidiary 259,000 24,434.934 |c. The subsidiary may pay when it is 24,298,000 480,000
able
A fi ki ’ .
cad‘i’ta:icej OJS:':r g d. Non-interest bearing, and
prapuip e. Can be converted to equity upon
compliance with regulatory
requirements
Year 2020 a. Payable in cash
b. Have no specific repayment dates,
Due from subsidiary 214,000 24,175,934 |c. The subsidiary may pay when it is 23,818,000 440,000
Advances for working able, ) .
: d. Non-interest bearing, and
capital purposes ;
e. Can be converted to equity upon
compliance with regulatory
requirements
Year 2019
a. Payable in cash
Due from subsidiary 314,000 23,961,934 |b. Have no specific repayment dates, 23,378,000 440,000

Advances for working
capital purposes

c. The subsidiary may pay when it is
able,

d. Non-interest bearing, and

&. Can be converted to equity upon
compliance with regulatory

requirements
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B. OTHER RELATED PARTY- COMMON DIRECTOR

Amount of | Outstanding Terms Conditions
transactions balance
Year 2021
Rent
(1) Payable on or before (1) In case of default
Imperial Development 635.712 _ [Mifth (5th) day of each in payment, the
Corporation ’ corresponding month. amount of rental due
{2) Lease for a period of shall bear interest and
one (1) year from January 1, |penalty at the rate of
2021 to December 31, 2021. |6% and 3% per
(3) Renewable upon mutual |month, respectively.
agreement before expiration
of the lease term.
Filipinas Golf & Country 107,073 - |(1) Payable every first (1st} [(1) In case of failure
Club, Inc. day of the month. to pay, lease shall be
(2) Sub-lease for a period of [considered terminated
one (1) year from April 1, |and the Company
2020 until March 31, 2021 [shall vacate the
and from April 1,2021 to  {premises.
March 31, 2022.
742,785 -
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Amoun't of | Outstanding Terms Conditions
transactions balance
Year 2020
Rent
Imperial Development (1) Payable on or before (1) In case of default
Corporation 635,712 61,976 fifth (5th) day of each in payment, the
corresponding month. amount of rental due
(2) Leasc for a period of  |shall bear interest
one (1)} year from January |and penalty at the
1,2020 to December 31, Irate of 6% and 3%
2020. per month,
(3) Renewable upon mutual [respectively.
agreement before
expiration of the lease
Filipinas Golf & Country 90,525 8,465 |(1) Payable every first (1st)|(1) In case of failure
Club, Inc. day of the month. to pay, lease shall be
(2) Sub-lease for a period |[considered
of one (1) year from April [terminated and the
1,2019 to March 31, 2020 |Company shall vacate
and April 1, 2020 unti] the premises.
March31,2021.
726,237 70,441
Year 2019
Rent
Imperial Development 635,712 - |(1) Payable on or before (1) In case of default
Corporation fifth (5th) day of each in payment, the
corresponding month. amount of rental due
(2) Lease for aperiod of  |shall bear interest
one (1) year from January |and penalty at the
1,2019 to December 31, |rate of 6% and 3%
2019. per month,
(3) Renewable upon mutual respectively,
agreement before
expiration of the lease term
Filipinas Golf & Country 94,758 - |(1) Payable every first (1st}|(1) In case of failure
Club, Inc. day of the month. to pay, lease shall be
(2) Sub-lease for a period [considered
of one (1) year from June |terminated and the
1,2017 to May 31,2019 Company shall vacate
and April 1, 2019 until the premises.
March 31, 2020.
730,470 -
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C. OTHER RELATED PARTY- SHAREHOLDER

The Company obtains non-interest bearing advances from its major shareholder. These advances are
intended for the Company’s operations.

Aunounl of

. Qutstanding balance Terms and conditions
fransactions

Year 2021

Advances from shareholders

LTC Real Estate Corpormation 5,281,000 42,803,625 ta. Payable in cash

b. Have no specific repayment dates,

c. The Company has unconditional right to defer
payment for more than 12 months,

d. Non-interest beating, and

¢. Can be converted to equity upon compliance with
regulatory requirements

Oliverio G. Laperal, Sr, - 12,911,215 |a. Payable in cash

b. Have no specific repayment dates,

¢. The Company has unconditional right to defer
payment for more than 12 months,

d. Non-interest bearing, and

¢. Can be converted te equity upon compliance with
regulatory requirements

Oliverio G. Laperal, Jr. 1,314 1,314 |a. Payable in cash

b. Have no specific repayment dates,

¢, The Company has unconditional right to defer
payment for more than 12 monihs,

d. Non-interest bearing, and

e. Can be converted to equity upon compliance with
regulatory requirements

5,282,314 55,716,154

Year 2020

Advances from shareholders

LTC Real Estate Corporation 6,521,000 37,522,625 |a. Payable in cash

b. Have no specific repayment dates,

c. The Company has unconditional right to defer
payment for more than 12 months,

d. Non-interest bearing, and

€. Can be converted to equity upon compliance with
regulatory requircments

Oliverio G. Laperal, Sr. 50,00 12,911,215 |a. Payable in cash

b. Have no specific repayment dates,

¢. The Company has unconditional right to defer
payment for more than 12 months,

d. Non-interest bearing, and

e. Can be converted (o equity upon compliance with
regulatory requirements

6,571,000 50,433,840
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Amount of
transactions

Outstanding balance

Terms and conditions

Year 2019

Advances from shareholders

LTC Real Estate Corporation 9,264,000

Oliverio G. Laperal, Sr, -

9,264,000

a. Payable in cash

b, Have no specific repayment dates,

c. The Company has unconditionat right to defer
payment for more than 12 months,

d. Non-interest bearing, and

e. Can be converted to equity upon compliance with
regulatory requirements

a. Payable in cash

b. Have no specific repayment dates,

¢. The Company has unconditional right to defer
payment for more than 12 months,

d. Non-interest bearing, and

€. Can be converted to equity upon compliance with
regulatory requirements

In March 2016, LTC Real Estatc Corp., an investor, and the Company entered into a memorandum of
agreement for the prospective subscription on the shares of stocks of the Company at the prevailing par
value in the amount of Ten Million Pesos (P10,000,000) on or before December 31, 2016. The said
amount shall be considered as a deposit and shall be subject to disposition, transfer and recovery by the

investor.

As at December 31, 2021, 2020 and 2019, the Company has not met all the required conditions to
account for the deposit as deposit for future stock subscription. Thus, the deposit is recognized as

advances from shareholders under non-current lizbilities in the statements of financial position.
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D. KEY MANAGEMENT PERSONNEL

Amount of transactions Qutstanding balance

Year 2021

Short-term employee benefits 1,773,557 -

Post-employrment benefits . 2,617,603 -
Year 2020

Short-term employee benefits 1,645,902 -

Post-employment benefits 2,603,859 -
Year 2019

Short-term employee benefits 1,732,721 -

Post-employment benefits 2,572,770 -

There were no termination, other long-term benefits and share-based payments granted to the key
management personnel for the years ended December 31, 2021, 2020 and 2019. The President/Chief
Executive Officer, Vice-President/Treasurer (Chief Financial Officer) and Company Controller have
received a salary from the Company amounting to P804,854, P757,028, and P773,074 for the years
ended December 31, 2021, 2020 and 2019. The members of the Board of Directors receive only per diem
per attendance in the regular and special meetings of the Board and Annual/Special Stockholders
Meeting. The total amount of per diem paid in 2021, 2020 and 2019 amounted to P235,000, P245,000
and P225,000 (Note 24) respectively.

Mr. Oliverio L. Laperal Jr. and Mr. Desiderio L. Laperal, the current President and Vice-President of the
Company, waived their rights to avail any retirement benefits being granted by the Company as their way
of financially helping the Company.

NOTE 17 - INCOME TAXES

The components of income tax {(expense) benefit-deferred reported in the statements of comprehensive
income are as follows:

2021 2020 2019

Income tax expense (benefit) - deferred 168,071 238,658 (103,937)
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The deferred tax asset (DTA) on Net Operating Loss Carry-over (NOLCO) for the years ended
December 31, 2021, 2020 and 2019 is computed as follows:

2021 2020 2019
Profit (Loss) before income tax 33,498,571 32,899,638 (2,690,366)
Adjustment:
Deductible expenses:
Retirement benefits paid to Brunc Babon in 2020 - (1,005,683) -
Add (deduct):
Permanent differences:
Interest income subjeci to final tax (1,153) (3,098) 9,770)
Non-deductible penalties and surcharges 171 - 23,556
Gain from investment property revaluation - unrealized {40,000,000) {39,500,000) (5,500,000)
Temporary differences:
Impairment loss on due from subsidiary 480,000 440,000 440,000
Accrual of retirement benefits expense 127,315 210,155 354,833
Unrealized (gain) loss on foreign exchange in the current
year (122,961) 122,961 89,603
Unrealized gain (loss) on foreign exchange in previous year,
realized in the current year (124.424) (85,603) 125,631
NOLCO (6,142,481} {6,925,630) (7,136,513)
Tax rate 25% 30% 30%
DTA on NOLCO {1,535,620) {2,077.689) (2,140,954)

The Company’s Minimum corporate income tax (MCIT) payable for the year ended December 31, 2019
amounted to P2,513 computed as follows:

2019
Unrealized gain on foreign exchange realized in the
subsequent year 125,631
Interest income on salary loan -
Taxable income 125,631
MCIT rate 2%
MCIT payable 2,513

The Company has no income subject to MCIT for the years ended December 31, 2021 and 2020.

The deferred tax asset on NOLCO is recognized only if there is a virtual certainty that the deferred tax
asset can be realized against future tax liabilities. Since the management believes that there is an absence
of virtual certainty that the deferred tax asset can be realized, then the same is not given recognition.

On March 26, 2021, the Corporate Recovery and Tax Incentives for Enterprises (CREATE) Act was
enacted into law as RA No. 11543 by virtue of the approval of the President of the Philippines with nine
(9) vetoed provisions. Below are the relevant salient features of the Act to the Company:

a. Corporate Income Tax rate is reduced from thirty percent (30%) to twenty percent (20%) for

domestic corporations with net taxable income not exceeding five million pesos
(P5,000,000) and with total assets not exceeding one hundred million pesos (P100,000,000).
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All other domestic corporations and resident foreign corporations will be subject to twenty-
five percent (25%) income tax rate. Said reductions are effective July 1, 2020,

b. Minimum Corporate Income Tax (MCIT) rate is reduced from two (2%) to one (1%)
effective July 1, 2020 to June 30, 2023.

The measure is sel (o lake effect fifieen (15) days after its complete publication in the Official Gazeﬁe or
in a newspaper of general circulation which is on April 11, 2021. Afterwards, the Implementing Rules
and Regulations (IRR) will be issued by the Bureau of Internal Revenue (BIR).

The Company had applied and used the effective rate of the approved income tax rate under the
CREATE Act in its computation of tax benefit on NOLCO as at December 31, 2020 using the 25%
average tax rate on normal income tax pursuant to Revenue Regulations (RR) No. 5-2021. In 2021, the
Company applied the 25% income tax rate.

The Company’s income tax payable for the year ended December 31, 2019 amounted to P2,513
computed as follows:

2019
Noermal income tax -

MCIT 2,513
Higher - MCIT 2,513
Less: Income tax payment
Ist Quarter -
2nd Quarter
3rd Quarter -
Income tax payable 2,513

The Company has no income tax payable for the years ended December 31, 2021 and 2020.

The Company’s DTA as at December 31, 2021, 2020 and 2019 consist of:

2021 2020 2019
Note  Tax base DTA Tax base DTA Tax base DTA

Temporary differences:
Retirement benefit

obligation 19 4022092 1,005,523 3,997,992 1,199,398 4,492,954 1,347,887

Realization of future tax benefit related to DTA. is dependent on the Company’s ability to generate future
taxable income during the periods in which these are expected to be recovered. The Company has
considered these factors in reaching a conclusion as to the amount of DTA recognized as at December
31, 2021, 2020 and 2019. Further, the Company regularly reviews the recoverability of the DTA
recognized. The DTA rclated to impairment loss on due from subsidiary, unrealized gain on foreign
exchange, MCIT and NOLCO are not recognized since management believes that there is an absence of
virtual certainty that the DTA can be realized against future tax liabilities.
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The movements in DTA for the years ended December 31, 2021, 2020 and 2019 are as follows:

2021 2020 2019

DTA balance at beginning of the year 1,199,398 1,347,887 1,305,307
DTA on retirement benefit obligation credited (charged
to):

Profit for the year 31,829 63,047 106,450

Other comprehensive income for the year (25,804) 80,170 (63,870)
Adjustment on 2020 DTA due to change in tax rate (199,900) - -
Reversal on DTA on retirement benefit paid - (301,705) -
DTA balance at end of the year 1,005,523 1,199,398 1,347,887

The reconciliation of income tax expense (benefit} on profit from operations computed at the statutory
income tax rate to the income tax expense (benefit) - deferred reflected in the statements of
comprehensive income for the years ended December 31, 2021, 2020 and 2019 are as follows:

2021 2020 2019
Income tax expense (benefit) on profit (loss) from
operations at the statutory income tax rate of 25%/30% 8,374,642 9,869,891 (807,110)
Adjustments for: -
Gain from investment property revaluation - unrealized (10,000,000) (11,850,000) (1,650,000)
Interest income subjected to final tax (288) (929) (2,931)
Non-deductible penalties and surcharges 43 - 16,067
Unrecognized DTA on impairment loss on due from
subsidiary 120,000 132,000 132,000
Unrecognized DTA on unrealized gain (loss) on foreign
exchange (61,846) 10,007 64,570
Unrecognized DTA on NOLCO 1,535,620 2,077,689 2,140,954
Effect of change in tax rate due to CREATE in 2020 199,900 - -
Unrecognized DTA on MCIT - - 2,513
168,071 238,658 (103,937)

The unrealized gain from investment property revaluation amounting to P40,000,000, P39,500,000 and
P5,500,000 (Note 13) for the years ended December 31, 2021, 2020 and 2019, respectively, is considered
as permanent difference, thus, no deferred tax liability has been provided.

The balance of NOLCO as at December 31, 2021 may be used by the Company as additional deductions

against their respective future taxable income. Similarly, the MCIT balance as at December 31, 2021
may be applied against future income tax liabilities of the Company.

51




The balances of NOLCO and MCIT, with their corresponding years of expiration, are as follows:

Incurred for the year ended Available until December
December 31 31 NOLCO MCIT
2021 2026 6,142,481 -
2020 2025 6,925,630 -

2019 2022 7,136,513 2,513
‘ 20,204,624 2,513

Pursuant to the Revenue Regulations (RR) No. 25-2020 entitled “Rules and Regulations Implementing
Section 4 (bbbb) of the Republic Act (RA) No. 11494, otherwise known as the “Bayanihan to Recover as
One Act” Relative to Net Operating Loss Carry-Over (NOLCO) Under Section 34 (D) (3) of the National
Internal Revenue Code (NIRC), As Amended”, the net operating loss for the taxable years 2020 and 2021
shall be allowed to carry over the same as a deduction from gross income for the next five (5)
consecutive years immediately following the year of such loss. The net operating loss for said taxable
years may be carried over as a deduction ever after the expiration of RA No. 11494 provided the same
are claimed within the next five (5) consecutive taxable years immediately following the year of such
loss.

The Company is subject to the minimum corporate income tax (MCIT), computed at one-percent ( 1%) of
gross income, as defined under the tax regulations. However, the Company is not liable to MCIT for
2021 since interest income from bank deposit is net of final tax.

NOTE 18 - ACCRUALS AND OTHER PAYABLES

This account consists of

Notes 2021 2020 2019
Accruals
Taxes and licenses 990,000 495,000 -
Professional fees 170,202 168,150 173,400
Utilities 29,395 9,566 8,576
Rent - 57,649
Dues & subscription - 1,318 5,120
Security services - 8,820 -
1,189,597 740,503 187,096
Withholding taxes payable 28.61& 6.1 31,735 6,216 27,877
838, Philhealth, HDMF contributions and
loan payables 11,421 6,240 6,125
Documentary stamp tax payable 28 4,350 - 7,845
1,237,103 752,959 228,943

Management believes that the carrying amounts of accruals and other payables approximate fair values
because of their short-term nature.

Accruals and other payables are expected to be settled within the next twelve (12) months.

NOTE 19 - RETIREMENT BENEFITS

As discussed in Note 3, the Company has applied PAS 19 (Revised) - Employee Benefits and the related
consequential amendments. The Company has applied these amendments retrospectively and in
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accordance with the transitional provisions as set out in the PAS 19 (Revised) par. 173. These transitional
provisions do not have an impact on future periods. The opening statement of financial position of the
earliest comparative period presented (January 1, 2011) has been restated in accordance with PAS 8 -
Accounting Policies, Changes in Accounting Estimates and Errors.

The Company does nol have an eslablished relirement plan and only conforms to the minimum
regulatory benefit under the Retirement Pay Law (Republic Act No. 7641) which is of the defined benefit
type and provides a retirement benefit equal to 22.5 days payable for every year of credited service. The
regulatory benefit is paid in a lump sum upon retirement.

The discount rate methodology was used to estimate the present value of the Company’s defined benefit
obligation. The discount rate was determined in accordance with the Financial Reporting Standard
Council [FRSC] approved Q&A 2008-01(Revised) document, which mandates that discount rates reflect
(a) benefit cash flows and (b) use of zero-coupon rates, even though theoretically derived.

The valuation results are based on the employee data as of the valuation date as provided by the
Company. The discount rate assumption is based on the Bankers Association of the Philippines (BAP)
PHP Bloomberg BVAL Reference Rates (BVAL) benchmark reference curve for the government
sccurities market (previously the PDEx (PDST-R2) market yields on benchmark government bonds) as of
the valuation date and considering the average years of remaining working life of the employees as the
estimated term of the benefit obligation.

It is assumed that the Company initially applied the Amended Philippine Accounting Standard (PAS)
No. 19(R} (as amended in June 2011) on January 1, 2011. The Amended PAS 19(R) simplifies the
reporting of the defined benefit cost by introducing the Net Interest Approach, which disaggregates the
defined benefit cost into the following components: Service Cost (cost of services received), Net Interest
(financing effect of paying for benefits in advance or in arrears), and Remeasurements (period-to-period
fluctuations in the amounts of defined benefit obligations and plan assets).

Under the Net Interest Approach, Service Cost and Net Intercst on the defined benefit liability (asset) are
both recognized in Profit or Loss, while Remeasurements of the defined benefit liability (asset) are
recognized outside profit or loss in Other Comprehensive Tncome (OCI).

It is further required by Amended PAS 19(R) that remeasurements in OCI shall not be reclassified to
profit or loss in a subsequent period. Instead, the Company may either accumulate the remeasurements in
OCI or transfer those amounts recognized in OCT within equity in accordance with Amended PAS 19(R).

The movements in the present value of the retirement benefits payable are as follows:

2021 2020 2019
Balance at beginning of the year 3,997,992 4,492,954 4,351,019
Interest cost 68,366 153,659 301,961
Current service cost 58,949 56,496 52,872
Remeasurements of retirement benefits
payable (103,215) 300,566 (212,898)

Benefits paid directly from book reserve (1,005,683) -

4,022,092 3,997,992 4,492,954
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The movements during the year in the
financial position are as follows:

retirement benefits payable recognized in the statements of

2021 2020 2019
Balance at beginning of the year 3,997,992 4,492,954 4,351,019
Retirement benefits expense 127,315 210,155 354,833
Remeasurements of retirement benefits
payable (103,215) 300,566 (212,898)
Benefits paid directly from book reserve - (1,005,683) -
4,022,092 3,997,992 4,492,954

The amounts of retirement benefits expense for the years ended December 31, 2021, 2020 and 2019

recognized in the statements of comprehensive income are as follows:

2021 2020 2019
Interest cost 68,366 153,659 301,961
Current service cost 58,949 56,496 52,872
24 127,315 210,155 354,833

The amounts of remeasurements on retirement benefits payable presented in other comprehensive
income in the statements of comprehensive income were computed as follows:

2021 2020 2019

Actuarial gain (loss) on:

experience 84,141 (254,233) 375,888

demographic assumptions 19,968 - -

changes in financial assumptions {894) (46,333) (162,990)
Total 103,215 (300,566) 212,898
Less: Deferred tax asset (liability) (25,804) 90,170 (63,869)

77,411 (210,396) 149,029

The movement of remeasurements on retirement benefits payable recognized in the other comprehensive

income is as follows:

2021 2020 2019
Beginning balance (64,056) 146,340 (2,689)
Remeasurements of retirement benefits
payable, net of tax 77,411 (210,396) 149,029
13,355 (64,056) 146,340
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In determining the amount of retirement benefits payable, the following actuarial assumptions were used:

2021 2020 2019

Economic assumptions:

Discouat rate 1.66% 1.71% 3.42%

Salary increase rate 4.00% 4.00% 4.00%
Employee data:

No. of employees 6 5 6

Average age in years 60.7 63.8 64.5

Average remaining working life 1.0 1.0 1.0

Average years of past service 26.9 31.6 30.4

Annual covered payroll 2,126,652 1,886,652 2,233,752

Below is the quantitative information about the sensitivity of the retirement liability to a reasonably
possible change in actuarial assumptions:

2021 2020 2019
Increase in discount rate 0.50% 0.70% 0.70%
Decrease in present value of retirement benefits liability 18,382 28 806 29,359
Dectease in discount rate 0.40% 0.70% 0.60%
Increase in present value of retirement benefits liability (17,469) (27,525) (27,881)
Decrease in salary increase rate assumption 0.40% 0.70% 0.60%
Decrease in present value of retirement benefits liability (17,246) (27,189) (27,990)
Increase in salary increase rate assumption 0.40% 0.70% 0.60%
Increase in present value of retirement benefits liability 17,783 27,882 28,905
NOTE 20 - EMPLOYEE COSTS
This account consists of:
Note 2021 2020 2019
Salaries and wages 24 2,583,107 2,346,444 2,782,906
Retirement benefits expense 24 127,315 210,155 354,833
SSS, Philhealth and HDMF contributions 24 74,288 46,310 52,806
2,784,710 2,602,909 3,190,545
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NOTE 21 - DEPRECIATION

This account consists of:

Notes 2021 2020 2019
Office furniture and fixture - 3,132 1,261
Office equipment - - 6,451
12,24 - 3,132 7,712
NOTE 22 - FOREIGN CURRENCY-DENOMINATED ASSETS
Dollar denominated assets are as follows:
2021 2020 2019
Asset: _
Cash and cash equivalents 45,461 45,413 45,339
Year end exchange rate 50.774 48.036 50.744
Peso equivalent 2,308,237 2,181,459 2,300,682

Unrealized gain (loss) on foreign exchange credited (charged) to operations for the years ended
December 31, 2021, 2020 and 2019 amounted to P124,424, (P122,961) and (P89,603) (Note 8),

respectively.
NOTE 23 - LEASE AGREEMENTS

The Company entered into the following operating lease agreements:

1. The Company entered into an operating lease agreement with Imperial Development Corporation
(IDC) for a lease of office space at 82-D and 82-J 4% Street, New Manila, Quezon City including an
adjoining room consisting of 26.8 square meters for a period of one (1) year from January 1, 2016 to
December 31, 2016, renewable upon mutual agreement in writing by both parties, with a monthly
rental of P47,300, exclusive of 12% VAT. The lease was renewed in 2021, 2020, and 2019 under the

same terms, stipulations, and conditions.

The Company entered into a sub-lease agreement with Filipinas Golf & Country Club, Inc. (FGCCI)

as a sub-lessee for an office space with an area of ten (10) sq. m. more or less located at Unit 202
Villa Building, No. 78 Jupiter Street corner Makati Avenue, Barangay Bel-Air, Makati City for a
period of one (1) year with a monthly rate of P6,434 from January 1, 2016 to May 31, 2016 and
P6,690 from June 1, 2016 to December 31, 2016 which includes water bills, parking and association
dues. The sub-lease agrecment was renewed for another year in 2017 from June 1, 2017 to May 31,

2018 with a monthly rental of P6,690.
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The sub-lease agreement was subsequently renewed inclusive of association dues and VAT as follows:

Lease period Il Amount
June 1, 2018 to May 31, 2019 7,014
April 1, 2019 to March 31, 2020 8,191
April 1, 2020 to March 31, 2021 8,465
April 1, 2020 to December 31, 2020 8,465
January 1, 2021 to March 31, 2021 9,325

April 1, 2021 to December 31, 2021 9,755
—_—t e /0

Total rent expense charged to operations amounted to P742,785, P726,237 and P730,470 (Note 24) for
the years ended December 31, 2021, 2020 and 2019, respectively.

The future minimum lease payments under non-cancellable operating lease are as follows:

2021 2020 2019
Not later than one year 25,881 22,184 23,344
NOTE 24 - ADMINISTRATIVE EXPENSES
This account consists of:
Notes 2021 2020 2019

Salaries and wages 20 2,583,107 2,346,444 2,782,906
Rent 23 742,785 726,237 730,470
Taxes and licenses 28.5 566,432 576,041 1,469,420
Utilities 509,864 500,658 545,442
Impairment loss on due from subsidiary 15 480,000 440,000 440,000
Professional fees 449421 411,582 417,516
Dues and subscription 312,064 381,305 383,335
Director's fees 16 235,000 245,000 225,000
Retirerment benefits expense 19, 20 127,315 210,155 354,833
Transportation and travel 112,428 167,740 142,993
Security services 108,000 108,000 108,000
888§, Philhealth and HDMF contributions 20 74,288 46,310 52,806
Repairs and maintenance 71,023 96,815 126,034
Supplies and other office expenses 55,412 48,450 71,265
Insurance 36,244 40,852 42,996
Penalties and surcharges 171 - 53,556
Unrealized loss on foreign exchange, net - 122,961 89,603
Representation and Entertainment - 12,420 -
Depreciation 12,21 - 3,132 7,712
Miscellaneous 163,452 119,358 156,249

6,627,006 6,603,460 8,200,136

Miscellaneous pertains to attendance fees, bank charges and other miscellaneous expenses incurred by
the Company.
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NOTE 25 - BASIC AND DILUTED EARNINGS PER SHARE

The basic eamnings per share is computed as follows:

2021 2020 2019
Profit (Loss) for the year 33,330,500 32,660,980 (2,586,429)
Divided by: Weighted average number of common shares 636,563,546 636,563,546 636,563,546
Basic earnings per share 0.05 0.05 0.00
The diluted earnings per share is computed as follows:
2021 2020 2019
Profit (loss) for the year 33,330,500 32,660,980 (2,586,429)
Divided by: Weighted average number of common shares 636,563,546 636,563,546 636,563,546
Number of shares assumed to be purchased 15,936,454 15,936,454 15,936,454
Total 652,500,000 652,500,000 652,500,000
Diluted earnings per share 0.05 0.05 0.00
NOTE 26 - SHARE CAPITAL
The Company’s share capital consists oft
2021 2020 2019
Common shares - P1 par value per share
Authorized shares, 1,800,000,000 1,800,000,000 1,800,000,000 1,800,000,000
Subscribed Share Capital 652,500,000 652,500,000 632,500,000
Less: Subscription Receivable 15,936,454 15,936,454 15,936,454
Paid up capital 636,563,546 636,563,546 636,563,546

The change of par value from Five Pesos (P5.00) to One Peso (P1.00) and the declassification of shares
from common Class “A” and Class “B” shares to common stock voting shares were approved by SEC on
February 10, 2017 and implemented by Philippine Stock Exchange (PSE) on February 22, 2017.

Subscription receivable collected for the year ended December 31, 2018 amounted to P150,000. There
was 1o collection of subscription receivable for the year ended December 31 , 2021, 2020 and 2019.

Both commeon class “A” and “B” shares have P5.00 par value with the same rights and privileges, except
that Common Class “A” shares shall be issued and/or sold only to citizens of the Philippines or to
Corporation, at least sixty percent (60%) of the capital stock for/of which is owned by citizens of the
Philippines, while Common Class “B” shares shall be issued and/or sold to any person or corporation
irrespective of citizenship; provided that a stockholder who is Filipino citizen holding Common Class

“B” shares shall be entitled at any time to convert his Common Class “B” shares to Common Class “A”
shares.
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The names of the controlling groups/individuals are:

As at December 31, 2021
Number of Percentage to total
Name Common Shares Outstanding Shares
1 Laperal, Sr. Oliverio G. 546,552,070 83.76%
2 PCD Nominee, Corporation 33,228,565 5.09%
3 LMI Holdings Corporation 21,905,000 3.36%
4 Olondriz, Marino Y Cia 2,411,095 0.37%
5 Laperal, Desiderio L. 1,670,000 0.26%
6 Laperal, Alexandra L. 1,660,000 0.25%
7 Ganotisi, Filomeno 1,630,000 0.25%
Total subscribed shares of
controlling groups/individuals 609,056,730 93.34%
Total subscribed shares 652,500,600 100%
As at December 31, 2020
Number of Percentage to fotal
Name Common Shares OQutstanding Shares
1 Laperal, Sr. Oliverio G. 546,552,070 83.76%
2 PCD Nominee, Corporation 33,228,565 5.09%
3 LMIHoldings Corporation 21,905,000 3.36%
4 Olondriz, Marino Y Cia 2,411,095 0.37%
5 Laperal, Desiderio L. 1,670,000 0.26%
6 Laperal, Alexandra L. 1,660,000 0.25%
7 (anotisi, Filomeno 1,630,000 0.25%
Total subscribed shares of 0.00%
controlling groups/individuals 609,056,730 93.34%
Total subscribed shares 652,500,000 100%
As at December 31, 2019
Number of Percentage to total
Name Common Shares Cutstanding Shares
1 Laperal, Sr. Oliverio G. 546,552,070 83.76%
2 PCD Nominee, Corporation 33,228,565 5.09%
3 LMI Holdings Corporation 21,505,000 3.36%
4 Olondriz, Marino Y Cia 2,411,095 0.37%
5 Laperal, Desiderio L. 1,670,000 0.26%
6 Laperal, Alexandra L. 1,660,000 0.25%
7 Ganotisi, Filomeno 1,630,000 0.25%
Total subscribed shares of
controiling groups/individuals 609,056,730 93.34%
Total subscribed shares 652,500,000 100%

In 2018, the major sharcholder of the company, Mr. Oliverio G. Laperal Sr. passed away due to multi-
organ failure. His shares of stocks in the Company are amongst those reported and included in the
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inventory of the estate settlement proceedings before the Regional Trial Court, Branch 148, Makati City,
Metro Manila in the proceedings entitled “Petition for the Probate of the Will of Oliverio G. Laperal, Sr.”
where Mr. Desiderio Christopher L. Laperal is the petitioner. The petition was docketed as R-MKT-18-
04136-SP.

The late majority shareholder holds 83.76% of the total issucd and outstanding shares of the Company.
However, he died prior to divesting his shares to comply with the Minimum Public Ownership (MPO) of
20% pursuant to SEC Memorandum Circular 13-2017 which states that a covered Company shall, at all
times, maintain an MPO of at least 20%. The Company intends to comply with the 20% MPO
requirement once the estate of the late majority sharcholder is judicially settled and distributed to his
legal heirs.

As at December 31, 2021, Mr. Desiderio L. Laperal was the appointed executor of the estate of Mr.
Oliverio G. Laperal Sr. The judicial settlement of the estate is still in process.

NOTE 27 - COMMITMENTS AND CONTINGENCIES

The Company has no impending liabilities, direct claims, contingent liabilities or matters in which there
is a reasonable possibility of an outcome that might materially affect the Company’s financial position or
results of operations as at December 31, 2021, 2020 and 2019.

NOTE 28 - SUPPLEMENTARY TAX INFORMATION UNDER REVENUE REGULATIONS
(RR) NO. 15-2010

The BIR issued the RR No. 15-2010 which requires certain tax information to be disclosed in the notes to
financial statements. The additional required disclosures as at and for the year ended December 31, 2021

are discussed below:

28.1 Value-added tax (VAT)

The Company has no VAT payable since it is still in the pre-development and pre-exploration stage of
the mining project, hence, it has no product to sell. The Company is a non-VAT registered entity.

28.2 Tanded cost, custom duties and tariffs

The Company has no importations subject to the determination of actual landed cost as the basis of
computation and payment of customs duties and tariffs.

28.3 Excise taxes
The Company has no transactions subject to excise taxes.

28.4 Documentary stamp taxes

The Company has paid documentary stamp tax amounting to P39,608 pertaining to the advances from
shareholders.
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28.5 Other taxes, local and national

This account consists of:

Paid Accrued Total
Real property tax - 495,000 495,000
Documentary stamp tax 35,257 4,350 39,607
Car registration fees 12,536 - 12,536
Business permit and barangay clearance 10,714 - 10,714
Filing fee - SEC 7,575 - 1,575
Residence tax - basic and additional 500 - 500
Annual BIR Registration 500 - 500
67,082 499,350 560,432

28.6 Withholding taxes
The Company’s withholding taxes are as follows:

i. Withholding tax on compensation

Total withholding tax payable for the year 154,366
Less: Payments made from January to November 129,193
Withholding tax still due and payable 25,168
ii. Expanded withholding tax

Total expanded withholding tax payable for the year 49,282
Less: Payments made from January to November 45,394
Withholding tax still due and payable 3,888

iii. Fringe benefit tax

The Company has not provided benefits to managerial and supervisory employees that are subject to

fringe henefit tax.

iv. Final withholding tax

The Company has no transactions that are subject to final withholding tax.

v. Creditable withholding tax

The Company has no available creditable withholding tax.

28.7 Deficiency tax assessment

The Company has not received any Final Assessment Notice (FAN) from the BIR.
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28.8 Tax cases

The Company has no outstanding cases which are under preliminary investigation and/or prosecution in
court or bodies outside the BIR.
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2022.

In compliance with SRC Rule 68, we are stating that the said Company has a total number of one
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INDEPENDENT AUDITORS’ REPORT ON SUPPLEMINTARY SCHEDULES

The Board of Directors and Shareholders of
IMPERIAL RESOURCES, INCORPORATED
82-J 41 Street, Barangay Mariana, New Manila
Quezon City

We have audited the financial statements of IMPERIAL RESOURCES, INCORPORATED in
accordance with the Philippine Standards on Auditing for the year ended December 31, 2021 and have
issued our report thereon dated April 13, 2022. Our audits were made for the purpose of forming an
opinion on the basic financial statements taken as a whole.

The supplementary information included in the following accompanying additional components is the
responsibility of the Company’s management.

i Schedule of financial soundness indicators
ii. Map of conglomerate or group of companies within which the reporting entity belongs
iii. Reconciliation of retained earnings available for dividend declaration

The supplementary information referred to above are presented for purposes of complying with Revised
Securities Regulation Code (SRC) Rule 68 and is not a required part of the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.
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IMPERIAL RESOURCES, INCORPORATED
As at and for the years ended December 31, 2021, 2020 and 2019

Pursuant to Revised Securities Regulation Code (SRC) Rule 68 Part 1 General Financial Reporting
Requirements No, 5 Other Documents To Be Filed With The Financial Statements.

A. Per Subsection C. “Regulated Entities Enumerated in Section 3 (b) (i) of Part 1 of This Rule”
requirement of a schedule showing financial soundness indicators in two comparative periods, as
follows: (i) current/liquidity ratios; (ii) solvency ratios, debt-to-equity ratios; (iii) asset-to-equity
ratios; (iv) interest rate coverage ratios; (v) profitability ratios; (vi) other relevant ratios as the
Commission may consider necessary.

2021 2020 2019
(i) Current/liquidity ratios:
a2 — e el —22 -
(ii) Debi-to-equity ratios;
s TS0 oy S gy
(iif) Solvency ratios:
s 0 oo DL sy I,
(iv) Asset-to-equity ratios:
o LR ST B
(v) Interest rate coverage ratios (Earnings before interest and taxes/Interest expense):
This ratio is not appiica}ble since the Company has no interest expense,
(vi) Profitability ratios (Net profit after taxes/Revenues before cost of services):
Net profit after taxes 33,330,500 0.83:1 32,660,980 - 0831 (2,586,249) 0471

Revenues 40,125,577 39,503,098 5,509,770




IMPERIAL RESOURCES, INCORPORATED
As at and for the year ended December 31, 2021

MAP OF THE CONGLOMERATE OR GROUP OF COMPANIES
WITHIN WHICH THE REPORTING ENTITY BELONGS

IMPERIAL RESOURCES, INCORPORATED
(IR1)

Phiilipine Cyber College Corporation
{99% owned by IRI)




IMPERIAL RESOURCES, INCORPORATED
82-) 4th Street, New Manila, Quezon City

RECONCILIATION OF RETAINED EARNINGS
AVAILABLE FOR DIVIDEND DECLARATION
As of December 31, 2021

Unappropriated Retained Earnings, as adjusted to
available for dividend distribution, December 31, 2018

Add: Net loss actually earned/realized during 2019
Net loss during 2019 closed to Retained Earnings

Less:  Non-actual/unrealized income net of tax
Equity in net income of associate/joint venture
Unrealized foreign exchange gain - net {except those attributable to
Cash and Cash Equivalents) Unrealized actuarial gain
Fair value adjustment (M2M gains)
Fair value adjustment of Investment Praperty resulting to gain
Amount of recognized DTA that increased the amount of income tax expense
Adjustment due to deviation from PFRS/GAAP-gain
Other unrealized gains or adjustments to the retained earnings
as a result of certain transactions accounted for under the PFRS
Sub-total

Add:  Non-actual losses
Depreciation on revaluation increment (after tax)
Amount of recognized DTA that increased the amount of income tax expense
Adjustment due to deviation from PFRS/GAAP — loss
Loss on fair value adjustment of investment property (after tax)

Net income actually earned during 2019

Unappropriated Retained Earnings, as adjusted to
available for dividend distribution, December 31, 2019

Net income during 2020 closed to Retained Earnings

Less:  Non-actual/unrealized income net of tax
Equity in net Income of associate/joint venture
Unrealized foreign exchange gain - net (except those attributable to
Cash and Cash Equivalents} Unrealized acluurial gain
Fair value adjustment [M2M gains)
Fair value adjustment of Investment Property resulting to gain
Amaunt of recognized DTA that increased the amount of income tax expense
Adjustment due to deviation from PFRS/GAAP-gain
Other unrealized gains or adjustments to the retained earnings
as a result of certain transactions accounted for under the PERS
Sub-total

Add:  Non-actual losses
Depreciation on revaluation increment (after tax)
Amount of recognized DTA that decreased the amount of income tax expense
Adjustment due to deviation from PFRS/GAAP — oss
Loss on fair value adjustment of investment property (after tax)

Net income actually earned during 2020

(233,024,644)

{2,586,429)

5,500,000

5,500,000

103,937

103,937

32,660,980

39,500,000

38,500,000

{238,658)

(238,658}

(7,982,492)

(241,007,136)

(7,077,678}



IMPERIAL RESOURCES, INCORPORATED
82-j 4th Street, New Manila, Quezon City

RECONCILIATION OF RETAINED EARNINGS
AVAILABLE FOR DIVIDEND DECLARATION

As of December 31, 2021
Unappropriated Retained Earnings, as adjusted to
available for dividend distribution, December 31, 2020 (248,084,814)
Net income during 2021 closed to Retained Earnings 33,330,500

Less:  Non-actual/unrealized income net of tax -
Equity in net income of associate/joint venture -
Unrealized foreign exchange gain - net {except those attributable to

Cash and Cash Equivalents) Unrealized actuarial gain -
Fair value adjustment {M2M gains}) -
Fair value adjustment of Investment Property resulting to gain 40,000,000
Amount of recognized DTA that increased the amount of income tax expense -
Adjustment due to deviation from PFRS/GAAP-gain -
Other unrealized gains or adjustments to the retained earnings

as a result of certain transactions accounted for under the PFRS -
Sub-total 40,000,000

Add:  Non-actuai losses "
Depreciation on revaluation increment (after tax} -
Amount of recognized DTA that decreased the amount of income tax expense 168,071
Adjustment due to deviation from PFRS/GAAP — loss -
Loss on fair value adjustment of investment property (after tax) -
168,071
Net income actually earned during 2021 {6,501,429)

Unappropriated Retained Earnings, as adjusted to
available for dividend distribution, December 31, 2021 (254,586,243)



