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STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of OceanaGold (Philippines), Inc. is responsible for the preparation and fair presentation
of the financial statements including the schedules attached therein, for the year(s) ended December 31,
2018 and 2017, in accordance with the prescribed financial reporting framework indicated therein, 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 of 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 or members.

Isla Lipana & Co., 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 or members, has expressed its opinion on the fairness of presentation upon completion of
such audj

David Wa
General Manager

.Joan D. Adaci-Cattiling
Corporate Secreta

# A
Russell Graham
Treasurer

Signed this 11 of April 2019

OceanaGold (Philippines) 2" Floor, Carlos J.Valdes Building 108 Aguirre Street Telephone; 63 2 892 6643
Inc. Legaspi Village, 1229 Makati City, Philippines Facsimile: 63 2 892 8399
Website: www.oceanagold.com
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Independent Auditor’s Report

To the Board of Directors and Shareholders of
OceanaGold (Philippines), Inc.

2nd Floor, CJV Building, 108 Aguirre Street
Legaspi Village, Makati City

Report on the Audits of the Financial Statements {\\)-g A J’ Kz
EXCISE LT REGULATURY Uiv/51n

Our opinion

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of OceanaGold (Philippines), Inc. (the “Company”) as at December 31, 2018 and 2017, and its
financial performance and its cash flows for the years then ended in accordance with Philippine Financial
Reporting Standards (PFRSs). .

What we have audited
The financial statements of the Company comprise:

¢ the statements of financial position as at December 31, 2018 and 2017;

e the statements of total comprehensive income for the years ended December 31, 2018 and 2017;
the statements of changes in equity for the years ended December 31, 2018 and 2017;
the statements of cash flows for the years ended December 31, 2018 and 2017; and
the notes to the financial statements, which include a summary of significant accounting policies.

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 Audit
of the Financial Statements section of our report.

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

Independence

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.

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

Management is responsible for the preparation and fair presentation of the 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.

Isla Lipana & Co., 29th Floor, Philamlife Tower, 8767 Paseo de Roxas, 1226 Makati City, Philippines
T: +63 (2) 845 2728, F: +63 (2) 845 2806, www.pwc.com,/ph

Isla Lipana & Co. is the Philippine member firm of the PwC network. PWGC refers to the Philippine member firm, and may sometimes refer to the PwC network. Each
member firm is a separate legal entity. Please see www.pwe.com/structure for further details.
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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.

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

As part of an audit in accordance with PSAs, we exercise professional judgment and maintain professional
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.

e 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 uncertainty 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. Our 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.

Clr | )|
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e 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 Bureau of Internal Revenue Requirement

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The supplementary information in Note 27 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 audits 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.

Isla Lipana & Co.

Pochglp C. Domondon

Partnéer

CPA Cert. No. 108839

P.T.R. No. 0011401; issued on January 8, 2019 at Makati City

SEC A.N. (individual) as general auditors 1567-A, Category A; effective until June 9, 2019
SEC AN. (firm) as general auditors 0009-FR-5, Category A; effective until June 20, 2021
T.I.N. 213-227-235

BIR A.N. 08-000745-128-2019; issued on January 14, 2019; effective until January 13, 2022
BOA/PRC Reg. No. 0142, effective until September 30, 2020

Makati City
April 11, 2019
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Statement Required by Rule 68
Securities Regulation Code (SRC)

As Amended on October 20, 2011

To the Board of Directors and Shareholders of
OceanaGold (Philippines), Ine.

2nd Floor, CJV Building, 108 Aguirre Street
Legaspi Village, Makati City

We have audited the financial statements of OceanaGold (Philippines) Inc. (the “Company”) as at and for
the year ended December 31, 2018, on which we have rendered the attached report dated April 11, 2019,

In compliance with SRC Rule 68 and based on the certification received from the Company's corporate
secretary and the results of the work we performed, the said Company has only one (1) shareholder
owning one hundred (100) or more shares as at December 31, 2018.

Isla Lipana & Co.

Pocholi 'E Domondon

Partner

CPA Cert. No. 108839

P.T.R. No. 0011401, issued on January 8, 2019 at Makati City

SEC A.N. (individual) as general auditors 1567-A, Category A; effective until June 9, 2019
SEC A.N. (firm) as general auditors 0009-FR-5, Category A; effective until June 20, 2021
T.ILN. 213-227-235

BIR A.N. 08-000745-128-2019; issued on January 14, 2019; effective until January 13, 2022
BOA/PRC Reg. No. 0142, effective until September 30, 2020

Makati City
April 11, 2019

Isla Lipana & Co., 29th Floor, Philamlife Tower, 8767 Paseo de Roxas, 1226 Makati City, Philippines
T: +63 (2) 845 2728, F: +63 (2) 845 2806, www.pwc.com/ph

Isla Lipana & Co. is the Philippine member firm of the PwC network. PwC refers lo the Philippine member firm, and may sometimes refer to the PwC network. Each
member firm is a separate legal entity. Please see www.pwc.com/structure for further details.
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Statement Required by Rule 68
Securities Regulation Code (SRC)

As Amended on October 20, 2011

To the Board of Directors and Shareholders of
OceanaGold (Philippines), Inc.

274 Floor, CJV Building, 108 Aguirre Street
Legaspi Village, Makati City

We have audited the financial statements of OceanaGold (Philippines) Inc. as at and for the year ended
December 31, 2018, on which we have rendered the attached report dated April 11, 2019. The
supplementary information shown in Reconciliation of Retained Earnings Available for Dividend
Declaration and Schedule of Philippine Financial Reporting Standards effective as at December 31, 2018,
as additional components required by Part I, Section 4 of Rule 68 of the SRC, are presented for purposes
of filing with the Securities and Exchange Commission and not required parts of the basic financial
statements. Such supplementary information is the responsibility of management and has been subjected
to the auditing procedures applied in the audit of the basic financial statements. In our opinion, the
supplementary information has been prepared in accordance with Part I, Section 4 of Rule 68 of the SRC.

Isla Lipana & Co.

Pochalp C. Domondon

Partn

CPA Cert. No. 108839

P.T.R. No. 0011401; issued on January 8, 2019 at Makati City

SEC A.N. (individual) as general auditors 1567-A, Category A; effective until June 9, 2019
SEC A.N. (firm) as general auditors 0009-FR-5, Category A; effective until June 20, 2021
T.L.N. 213-227-235

BIR A.N. 08-000745-128-2019; issued on January 14, 2019; effective until January 13, 2022
BOA/PRC Reg. No. 0142, effective until September 30, 2020

Makati City
April 11, 2019
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Isla Lipana & Co., 29th Floor, Philamlife Tower, 8767 Paseo de Roxas, 1226 Makati City, Philippines
T: +63 (2) 845 2728, F: +63 (2) 845 2806, www.pwc.com/ph

Isla Lipana & Co. is the Philippine member firm of the PwC network. PwC refers to the Philippine member firm, and may sometimes refer to the PwC network. Each
member firm is a separate legal entity. Please see www.pwc.com/structure for further details



OceanaGold (Philippines), Inc.: -

(A wholly-owned subsidiary of OceanaGold (Philippines)

Statements of Financial Position .
As at December 31, 2018 and po17

(All amounts in U.S. Dolla
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Notes / 2018 2017
ASSETS /
Current assets
Cash 2 21,230,446 21,946,858
Receivables 3 14,627,881 24,843,558
Inventories 4 53,056,867 58,642,804
Prepayments and other current assets 5 9,643,931 7,760,185
Total current assets 98,459,125 113,193,405
Non-current assets
Inventories, net of current portion 4 145,124,486 157,180,356
Mining assets, net 6 266,542,682 293,190,333
Property, plant and equipment, net 7 227,405,380 209,917,991
Other non-current assets 8 88,693,211 79,795,071
Total non-current assets 727,765,759 740,083,751
Total assets 826,224,884 853,277,156
LIABILITIES AND EQUITY
Current liabilities
Trade payables and other current liabilities 9 71,569,715 77,262,166
Due to related parties 10 233,542 567,884
Income tax payable 57,007 194,175
Total current liabilities 71,860,264 78,024,225
Non-current liabilities
Due to related parties, net of current portion 10 151,935,652 180,766,442
Retirement benefit obligation 15 740,310 1,453,175
Provision for rehabilitation cost 19 5411,193 6,485,803
Deferred income tax liability 18 259,078 6,039,216
Total non-current liabilities 158,346,233 194,744 636
Total liabilities 230,206,497 272,768,861
Equity
Share capital 11 1,246,519 1,246,519
Other reserves (1,082,328) (1,762,731)
Retained earnings 595,854,196 581,024,507
Total equity 596,018,387 580,508,295
Total liabilities and equity 826,224,884 853,277,156

The notes on pages 1 to 53 are integral part of these financial statements.
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OceanaGold (Philippines), Inc.
(A wholly-owned subsidiary of OceanaGold (Philippines) Holdings, Inc.)

Statements of Total Comprehensive Income
For the years ended December 31, 2018 and 2017
(All amounts in U.S. Dollar)

Notes 2018 2017
Net sales 12 228,710,055 306,357,938
Cost of sales 13 (177,803,542) (149,628,155)
Gross income 50,906,513 156,729,783
General and administrative expenses 14 (24,393,003) (18,298,618)
Other operating income (expense), net 16 201,516 (460,617)
Finance costs, net 17 (17,900,069) (22,124,562)
Income before benefit from income tax 8,814,957 115,845,986
Benefit from income tax 18 6,014,732 42070
Net income for the year 14,829,689 115,888,056
Other comprehensive income
Remeasurement gain (loss) on retirement benefit obligation that
will not be subsequently reclassified to profit or loss, net of tax 15 680,403 (21,120)
Total comprehensive income for the year 15,510,092 115,866,936

The notes on pages 1 to 53 are integral part of these financial statements.
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OceanaGold (Philippines), Inc.
(A wholly-owned subsidiary of OceanaGold (Philippines) Holdings, Inc.)

Statements of Changes in Equity

For the years ended December 31, 2018 and 2017
(All amounts in U.S. Dollar)

Retained earnings Other reserves
Remeasurement
of retirement
Sh:’“’ Cumulative benefit
capital Appropriated translation obligation
(Note 11) Unappropriated (Note 1) adjustment (Note 15) Total
Balances as at January 1, 2017 1,246,519 415,581,321 49,555,130 (1,686,844) (54,767) 464,641,359
Comprehensive income
Net income for the year - 115,888,056 - - - 115,888,056
Remeasurement |0ss on
retirement benefit obligation - - - - (21,120) (21,120)
Total comprehensive income - 115,888,056 - - (21,120) 115,866,936
Balances as at December 31, 2017 1,246,519 531,469,377 49,555,130 (1,686,844) (75,887) 580,508,295
Comprehensive income
Net income for the year - 14 829 689 - - - 14,829,689
Remeasurement gain on
retirement benefit obligation - - - - 680,403 680,403
Total comprehensive income - 14,829,689 = - 680,403 15,510,092
Balances as at December 31, 2018 1,246,519 546,299,066 49,555,130 (1,686,844) 604,516 596,018,387

The notes on pages 1 to 53 are integral part of these financial statements.
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OceanaGold (Philippines), Inc.
(A wholly-owned subsidiary of OceanaGold (Philippines) Holdings, Inc.)

Statements of Cash Flows
For the years ended December 31, 2018 and 2017
(All amounts in U.S. Dollar)

Notes 2018 2017
Cash flows from operating activities
Income before provision for income tax 8,814 957 115,845,986
Adjustments for:
Depreciation and amortization 6,7 48,999,243 75,569,186
Interest expense 17 17,649,343 22,341,695
Unrealized foreign exchange loss, net 23 352,944 670,242
Provision for retirement benefits 15 335,572 477,351
Accretion expense 19 187,076 313172
Write-off of unrecoverable input VAT 8 108,158 71,044
Interest income 2 (126,586) (94,644)
Gain from disposal of property, plant and equipment 16 (190,027) (776,084)
Operating income before working capital changes 76,130,680 214,417,948
Changes in working capital:
Receivables 10,215,677 (5,242,005)
Inventories 17,641,807 (10,214,596)
Prepayments and other current assets (1,891,904) (1,369,300)
Other non-current assets (9,395,818)  (11,777,319)
Trade payables and other current liabilities 29,109 28,057
Due to related parties (75,763) (5,130,038)
Net cash generated from operations 92,653,788 180,712,751
Interest received 2 126,586 94 644
Interest paid 17 (963,178) (744,363)
Income tax paid (124,175) (4,539)
Contributions to the retirement plan 15 - (62,495)
Net cash flows provided by operating activities 91,623,021 179,995,998
Cash flows from investing activities
Additions to mining assets 6 (46,855,159)  (90,766,936)
Proceeds from disposal of property, plant and equipment 16 222,957 1,004,626
Net cash used in investing activities (46,632,202)  (89,762,310)
Cash flows from financing activities
Payment of principal in borrowings (21,416,699)  (85,118,460)
Payment of interest in borrowings (24,100,257)  (33,871,169)
Net cash used in financing activities 10 (45,516,956)  (98,989,629)
Net decrease in cash (526,137) (8,755,941)
Cash at beginning of the year 21,946,858 30,686,245
Effects of foreign exchange rate changes in cash (190,275) 16,554
21,230,446 21,946,858

Cash at end of the year

The notes on pages 1 to 53 are integral part of these financial statements.
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OceanaGold (Philippines), Ine.
(A wholly-owned subsidiary of OceanaGold (Philippines) Holdings, Inc.)

Notes to Financial Statements

As at and for the years ended December 31, 2018 and 2017
(In the notes, all amounts are shown in U.S. Dollar unless otherwise stated)

Note 1 - General information/Status of operations

OceanaGold (Philippines), Inc. (the Company) was incorporated in the Philippines and registered
with the Philippine Securities and Exchange Commission (SEC) on July 24, 1996 to render
exploration and other related services, as well as all aspects of technical engineering and management
services to individuals, partnerships, associations, and corporations engaged in mining or, in any
manner, in the acquisition, conveyance, storage, marketing, processing, refining and distribution of
minerals. The Company is a wholly-owned subsidiary of OceanaGold Philippines Holdings, Inc.
(OGPHI), a company incorporated and doing business in the Philippines. The Company’s ultimate
parent is OceanaGold Corporation (OGC), a company domiciled in Australia and is listed in the
Australian and Toronto Stock Exchanges.

On August 7, 1998, the Company amended its Articles of Incorporation changing its primary purpose
to include, among others, activities involving large-scale exploration, development and utilization of
mineral resources. The SEC approved the amended Articles of Incorporation on October 15, 1998.

On October 13, 2005, the Department of Environment and Natural Resources (DENR) issued to the
Company an effective permit for the development and the subsequent operation of the Didipio Gold-
Copper Project (Project) contained within the Didipio Financial and Technical Assistance Agreement
(FTAA) located in Region 2 in the Philippines. The Company has been granted by the Mines and
Geosciences Bureau (MGB) an extension of five (5) years for its exploration activities under the
current FTAA on March 10, 2017. The extension commenced on the date of approval of extension
and to expire after a period of five (5) years or on the date of approval of the full Declaration of
Mining Project Feasibility (DMPF), whichever comes earlier.

On April 3, 2006, the Supreme Court (SC) dismissed the lawsuit filed by a non-government
organization questioning the legality of the Company’s FTAA. The decision follows the earlier ruling
made by the SC in denying with finality the motion seeking to reverse its ruling on the
constitutionality of the Philippine Mining Act of 1995.

On April 1, 2013, the Company declared the commencement of commercial operations after
considering various relevant criteria to assess when the mine was substantially complete and ready
for its intended use and had moved into production stage. As part of its mine plan, the Company
started in March 2014 its preparation and development for its transition to underground mining.
The development of underground operations is moving through a ramp up period until 2019 before
coming into full production in 2020.

APR 26 2013
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The Company was registered with the Board of Investments (BOI) on November 2, 20035, revised on
December 16, 2011, as a new producer of dore bars and concentrates with gold, silver, zinc and lead
values on a non-pioneer status under the 1987 Omnibus Investment Code. Under this registration,
the Company is entitled to certain fiscal and non-fiscal incentives including six (6) years of income
tax holiday from the start of commercial operations. Consequently, the Company is required to
maintain a base equity of at least 25% of the project cost estimated at US$50,650,118
(P2,248,612,000) as one of the conditions of its registration. Accordingly, the Board of Directors
(BOD) in its resolution dated March 7, 2014 considered an amount of US$49,555,130
(P2,200,000,000) of the Company’s retained earnings as restricted for Project-related expenditures,
and is not available for dividend declaration (Note 24.2). On February 1, 2019, the Company
submitted the application for extension of income tax holiday for one (1) year commencing

April 2019 until March 2020.

The Company’s registered office address, which is also its principal place of business, is located at the
ond Floor, CJV Building, 108 Aguirre Street, Legaspi Village, Makati City.

The financial statements have been approved and authorized for issue by the Company’s General
Manager and Treasurer on April 11, 2019, as authorized and approved by the Company’s Board of
Directors.

Note 2 - Cash

Cash as at December 31 consist of:

2018 2017
Cash in banks 21,221,752 21,936,601
Cash on hand 8,694 10,257

21,230,446 21,946,858

Cash in bank earns interest at the prevailing bank deposit rates of 0.10% to 1.5% for the years ended
December 31, 2018 and 2017. In 2018, interest income earned from these bank deposits amounted to
US$126,586 (2017 - US$94,644) (Note 16).

The carrying amounts of the Company’s cash are denominated in the following currencies:

2018 2017
U.S. Dollar 19,980,299 20,743,392
Philippine Peso 1,248,517 1,104,910
Australian Dollar 1,630 98,556

21,230,446 21,946,858

(2)



Note 3 - Receivables

Receivables as at December 31 consist of;

2018 2017

Trade receivables 11,186,161 21,195,871
Due from related parties 2,556,290 2,176,693
Advances to employees 885,430 1,470,994
14,627,881 24,843 558

Trade receivables represent receivables from the sale of metal concentrates and dore gold to
customers which are recorded at provisional prices and recorded at fair value each period until final

settlement.

Advances include those which are extended to the Company’s employees and are realized through

salary deductions and liquidations.

There are no receivables pledged as collateral for liabilities as at December 31, 2018 and 2017.

As at December 31, 2018 and 2017, the Company did not recognize any impairment losses for trade
receivables and due from related parties. The maximum exposure to credit risk for such is disclosed

in Note 24.1.

Note 4 - Inventories

Inventories at cost as at December 31 consist of:

2018 2017
Current

Ore stockpile 28,197,239 35,951,781
Concentrates 2,853,607 555,619
Gold on hand 1,147,100 5,519,094
Consumables and spares 20,858,921 16,616,310
53,056,867 58,642,804

Non-current
Ore stockpile 145124,486 157,180,356
198,181,353 215,823,160

For the year ended December 31, 2018, the cost of inventory recognized as expense and included in
cost of sales amounted to US$177.8 million (2017 - US$149.6 million) (Note 13).

(3)



As at Decem!:)elr 31, 2018, the Company classified US$145.1 million (2017 - US$157.2 million; 2016 -
US$170.8 million) of ore stockpile inventory as non-current as management assessed that these are
not expected to be processed and sold within 12 months after the end of the reporting period (Note
26.23).

Thelcarrying amounts of total inventories as at December 31, 2018 and 2017 are lower than their net
realizable values. As such, no loss provision on inventories was recognized for the years then ended.

Note 5 - Prepavments and other current assets

Prepayments and other current assets as at December 31 consist of:

2018 2017
Prepayments 4,952 479 4,901,093
Advances 4,471,380 2,702,448
Deferred input tax on capital goods 120,072 156,644

9,543,931 7,760,185

As at December 31, 2018 and 2017, prepayments include Tax Credit Certificates (TCCs) amounting to
US$4.5 million received from the Bureau of Internal Revenue (BIR). There was no TCC received from
the BIR in 2018 (2017 - US$17,201) from granted VAT refund claims (Note 8).

Advances represent deposits and payments made to suppliers, contractors or vendors arising from
contractual agreements for purchases made by the Company.

Note 6 - Mining assets, net

Details of net mining assets and related movements as at and for the years ended December 31 are as
follows:

Asset
Deferred Mine and mining retirement
Notes exploration properties obligation Total
Cost
At January 1, 2018 13,471,847 418,727 420 5,222 130 437,421,397
Additions 804,141 40,329,456 - 41,133,597
Adjustments - - (1,261,686) (1,261,686)
Reclassifications # - (47.627,054) - (47,627,054)
14,275,888 411,429,822 3,960,444 429,666,254
Accumulated amortization
At January 1, 2018 - (141,546,279) (2,684,785) (144,231,064)
Amortization 13 - (18,748,406) (144,102) (18,892,508)
- (160,294,685) (2,828,887) (163,123,572)
Net book value as at December 31, 2018 14,275,988 251,135,137 1,131,557 266,542,682
Cost
At January 1, 2017 11,850,193 334,430,341 5,222 130 351,502,664
Additions 1,621,654 104,801,815 - 106,423,469
Reclassifications 7 - (20,504,738) - (20,504,736)
13,471,847 418,727,420 5,222,130 437 421,397
Accumulated amortization
At January 1, 2017 - (97,106,095) (2,288,337) (99,394 ,432)
Amortization 13 - (44,440,184) (396,448) (44,836,632)
- (141,546,279) (2.684,785) (144,231,084)
Net book value as at December 31, 2017 13,471,847 277,181,141 2,537,345 293,190,333

(4)



As at December 31, 2018 and 2017, the deferred exploration costs pertain to ongoing explorations of
other tenements within the FTAA region. Deferred exploration cost is mainly the nature of intangible
assets. The Company expects these costs to be recovered through future development of the areas of
interests with ongoing exploration activities. As at December 31, 2018 and 2017, management
assessed that there were no indicators present that would otherwise require an assessment and
recognition of impairment for its deferred exploration costs.

Mine and mining properties include costs related to the Company’s underground project. As at
December 31, 2018, total development cost capitalized for the construction of the project amounted
to US$144.32 million (2017 - US$51.8 million). Commencement of full production for underground
operations is expected in 2020 (Note 1).

For cash flow purposes, out of the US$41, 133,597 capitalized deferred exploration and mine and
mining properties cost, US$9,934,971 remains unpaid as at December 31, 2018
(2017 - US8$15,656,533).

Asset retirement obligation refers to the estimated cost for rehabilitation and decommissioning of
mine and existing facilities of the Company which is amortized over the life of mine (Note 19). In
2018, pursuant to the Company’s submission of the latest mine rehabilitation report to the Mines and
Geosciences Bureau (MGB), the Company changed the estimated costs for its rehabilitation and
decommissioning activities. As a result of this change, the depreciable amount of the corresponding
asset retirement obligation capitalized as part of mining assets was reduced by US$1,261,686.

(5)
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As at December 31, 2018 and 2017, management assessed that there are no impairment indicators on
property, plant and equipment and consequently, the Company did not recognize impairment loss for

the years then ended.

As at December 31, 2018, fully depreciated assets with total cost of US$21.83 million

(2017 - US$14.83 million) are still in use in the Company’s operations.

Depreciation and amortization for the years ended December 31 were recognized as follows:

Notes 2018 2017
Cost of sales 13 29,816,403 30,499,710
General and administrative expenses 14 290,332 232,844
30,106,735 30,732,654
Note 8 - Other non-current assets

Other non-current assets as at December 31 consist of:
Note 2018 2017
Input value-added tax (VAT) 48,596,538 46,928,059
Excise tax 25,177,356 22,100,493
Deposits 8,509,250 8,443,935
Mine rehabilitation fund 5,757,705 1,139,046
Social development fund 20 605,253 930,300
Others 47 109 253,238
88,693,211 79,795,071

In 2018 and 2017, the Company has made a number of applications for refund or tax credit of
unutilized input VAT attributable to input taxes incurred for the period from incorporation to taxable

year December 2016.

The BIR partially granted some of the Company’s applications through the issuance of TCCs (Note 5).
All TCCs received by the Company for the years ended December 31, 2018 and 2017 represent only a
portion of the total grants. TCC for the remaining amount of grants would be processed and secured

from the Bureau of Customs (BOC). Details of these grants are as follows:

Application Date Filed Grant Date With TCC  Without TCC  Total Grants
1 June 29, 2015 October 27, 2015 1,992,782 242 430 2,235,212

2 September 30, 2015 February 3, 2016 1,776,888 371,091 2,147 979

3 March 28, 2016 July 7, 2018 592,145 580,078 1,172,223

4 June 29, 2016 October 27, 2016 124,701 1,703,940 1,828,641

5 February 28, 2017 July 21, 2017 16,458 205,081 221,539

6 March 22, 2018 May 29, 2018 - 215,902 215,902
4502974 3,318,522 7,821,496

(7)



As at December 31, 2018, the Company has US$36.31 million (2017 - US$35.13 million) of unutilized
input VAT claimed for refund, net of write-off of US$108 thousand (2017 - US$71 thousand) and nil
disallowed amount (2017 - US$787 thousand). This total outstanding claims is included as part of
input VAT presented. Details of the Company’s outstanding claims are as follows:

Write-off/

Date Filed Period Covered Total claims _disallowance Outstanding
March 31, 2015 Prior years to June 30, 2013 29,823,091 - 29,823,091
June 29, 2015 July 1 to September 30, 2013 4,441,403 - 2,206,191
September 30, 2015 October 1 to December 31, 2013 3,942 485 - 1,794 506
March 28, 2016 January 1 to March 31, 2014 1,434,901 - 262,678
June 29, 2016 April 1 to December 31, 2014 1,871,170 42,529 -
February 28, 2017 January 1 to June 30, 2015 1,079,974 858,435 -
August 30, 2017 July 1 to December 31, 2015 1,033,576 - 1,033,676
March 22, 2018 January to March 31, 2016 324,060 108,158 -
June 22, 2018 April 1 to December 31, 2016 1,186,372 - 1,186,372

Total 45,137,032 1,009,122 36,306,414

Excise tax is under protest with the Supreme Court (SC). These are to be applied against future
obligations, which are expected to be resolved in 2019 depending on the decision of the Court.
Presently, the Company has outstanding bank deposits in favor of the CTA as a required bond.

The amount deposited as a required bond, together with real property taxes pending resolution of on-
going assessment and dispute between two (2) provinces on proper jurisdiction over the Project, is
lodged in Deposits which will be released and applied to outstanding obligations upon clearance and
final decision by the Court (Note 21). This amounts to US$6.24 million as at December 31, 2018
(2017 - US$6.19 million). The remaining amount in Deposits pertain to security deposits related to
long-term contracts which are expected to be either released upon termination or applied to against
outstanding balances.

In 2006, the Company established a mine rehabilitation fund as a response to the agreements entered
by OceanaGold (Philippines) Exploration Corporation (OGPEC), an entity under common control, with
the Provincial Government of Quirino, Provincial Government of Nueva Vizcaya, Mines and
Geosciences Bureau (MGB), DENR, Environmental Management Bureau Regional Office No. 2, and
non-government Organization of Quirino and Nueva Vizcaya Provinces in 2004, which were
transferred to the Company as a consequence of the assignment of the FTAA (Note 20).

The fund is to be used for physical and social rehabilitation, reforestation and restoration of areas and
communities affected by mining activities, pollution control, slope stabilization and integrated
community development projects. In 2018, the Company deposited an additional US$4.62 million to
its mine rehabilitation cash funds (2017 - US$1.00 million) as mandated by the MGB. The total
rehabilitation cash funds as at December 31, 2018 is US$5.76 million (2017 - US$1.14 million).

(8)



Note 9 - Trade payvables and other current liabilities

Trade payables and other current liabilities as at December 31 consist of:

2018 2017

Trade payables and accrued expenses 29,907,736 40,539,230
Accrued royalties 38,608,932 32,868,472
Payable to government agencies 2,911,823 3,708,790
QOthers 141,224 145,674
71,569,715 77,262,166

Trade payables and accrued expenses pertain to actual and estimated costs for the procurement of goods
and services including materials, parts and supplies, in-transit items, and other operating expenses of the
Company.

Accrued royalties pertain to royalties equivalent to a certain percentage based on the net smelter return as
required by the FTAA contract.

Payable to government agencies mainly refers to outstanding withholding taxes and other
employee-related statutory contributions that were subsequently paid and remitted by the Company.

Note 10 - Related party transactions

In the normal course of business, the Company transacts with entities under common control other
than OceanaGold Corporation (OGC) and OceanaGold Philippines Holdings, Inc. (OGPHI). The table
below summarizes the Company’s transactions and balances with its related parties as at and for the
years ended December 31:

2018 2017
Qutstanding Outstanding
receivables receivables
Related party Transactions (payables)  Transactions (payables)  Terms and conditions
Advances to (Note 3) Advances to and from
OGPHI - 208,461 - 220,247 related parties are
OceanaGold Limited 669,115 1,104,388 379,320 814,596 made to finance
OceanaGold Sustainable respective working
Agroforestry, Inc. 53 663 512,813 35,889 485,626 capital requirements.
OceanaGold Philippines These are non-interest
Exploration Corporation 469,235 730628 696,321 656,224 Dbearing and payable on
demand. These
receivables are
Due from related parties 2,556,290 2176693 guaranteed by OGC.
Borrowings and interest Terms of the loans are
OceanaGold (Singapore) detailed in the
Pte. Ltd. (OGS) succeeding narrative.
Interest 16,686,165 (62,662,112) 21,597,332 (48,478,872)
Repayments 45,516,956 (89,273,540) 98,988,629 (132,287,570)
(151,935.652) (180,768,442)

(9)



2018 2017
QOutstanding Outstanding
receivables receivables
Related party Transactions (payables) Transactions (payables)  Terms and conditions
Management fee (Note 14) Management fees
0GC 7,501,182 (233,542) 6,489,847 (567,884) pertain to charges for
administrative and
technical support
extended by the parent
company, which are
expected to be settled
in cash and payable
within 60 days.
Due to related parties (152,169,194) (181,334,326)
Key management Salaries and wages are
compensation settled at the period
Salaries and wages 628,269 2,352,886 - incurred. Other
Other employee benefits 228,887 466,012 - benefits are payable
within the current year.
Retirement benefits 10,845 (90,713) 10,627 (79,768) Refer to Note 15.

On January 1, 2015, as evidenced by a loan agreement, OGS has agreed to loan the principal sum of
US$278 million to the Company. The transaction is merely a reassignment of previous advances from
OceanaGold Finance (NZ) Ltd. (OGF) and OceanaGold Ltd (OGL). The Company is obliged to pay the
outstanding balance after eight (8) years from date of loan agreement with interest of 10.5% or such other
arm’s length percentage rate as agreed in writing between OGS and the Company. The loan is unsecured.

For the year ended December 31, 2018, the Company recognized interest amounting to US$16.7 million
(2017 - US$21.6 million) (Note 17). Other transactions during the year pertain to repayment of and
additions to the existing borrowing, Details of repayments are disclosed in the net debt reconciliation
table below.

As at reporting date, the Company and respective related parties have yet to determine manner of
settlement of remaining outstanding advances, excluding the loan from OGS, that may consider direct
cash payment, offsetting or through exchange of another financial instrument. There were neither
impairment losses nor write-offs recognized in 2018 and 2017.

The net debt reconciliation as at December 31 is presented below:

2017
258,158,739

2018
180,766,442

Borrowings from a related party, January 1
Changes arising from:

Cash flows

Non-cash flows

(45,516,956) (98,989,629)

Accrued interest 16,686,165 21,697,332
Borrowings from a related party, December 31 151,935,651 180,766,442
Cash (21,230,446)  (21,946,858)
Net debt 130,705,205 158,819,584

(10)



Note 11 - Share capital

Details of the Company’s share capital as at December 31, 2018 and 2017 are as follows:

Issued and

Authorized outstanding
Par value in PhP 100 100
Number of shares 2,280,000 577,500
Amount in PhP 228,000,000 57,750,000
Amount in USD - 1,246,519

As at December 31, 2018, the Company’s undistributed retained earnings exceeded its paid up capital by
US$539.05 million (2017 - US$530.2 million), net of appropriation for project-related expenditures
(Note 1). As at report date, management plans to appropriate excess retained earnings for future business
expansion (i.e. underground mining), dividend declaration and others.

Note 12 - Net sales

Details of net sales for the years ended December 31 are as follows:

2018 2017
Copper 180,304,284 211,359,083
Gold 59,252,411 110,716,747
Silver 2,590,702 3,534,897
242 147,397 325,610,707
Refining, treatment and other direct costs (13,437,342) (19,252 769)

228,710,055 306,357,938

Details of provisional pricing loss included in net sales in 2018 follow:

Amount
Copper (486,987)
Gold (126,988)
Silver (8,324)
(622,299)

Provisional pricing losses arise from provisionally priced copper, gold and silver concentrate sales where
final prices based on defined quotational periods have yet to be determined at the reporting date. As at
December 31, 2018, the provisionally priced gold and copper concentrate sales subject to final settlement
included a provisional pricing loss of US$0.62 million (2017 - US$0.53 million).

As permitted by PFRS 15, the Company did not present separately the provisional pricing loss applicable
to the sales in 2017 (Note 3).

As at December 31, 2018, the Company assessed that it does not have any contract liability for
undelivered dore sales.

(11)



Note 13 - Cost of sales

Details of cost of sales for the years ended December 31 are as follows:

Notes 2018 2017
Depreciation and amortization 6,7 48 708,911 75,336,342
Supplies and consumables 32,071,321 20,433,974
Salaries, wages and other benefits 22,881,805 11,646,884
Qutside services 16,150,048 21,449,229
Utilities 13,918,670 8,723,798
Royalties 5,740,460 7,696,841
Repairs and maintenance 5650,712 360,174
Freight costs 5617,211 6,505,256
Insurance expense 1,420,105 1,268,736
Taxes and licenses 821,615 890,470
Transportation and travel 603,747 987,661
Donations 420,456 303,159
Training costs 231,689 440,765
Rentals 213,328 417 246
Office supplies 184,527 90,542
Dues and subscriptions 26,190 30,143
Others 1,167,714 2,200,280

155,828,418 158,781,500
Net change in geld and copper inventories 21,975123 (9,153,345)
177,803,542 149,628,155

Other costs mainly pertain to social development expenditures attributable to the mine operations

(Note 20).

Note 14 - General and administrative expenses

Details of general and administrative expenses for the years ended December 31 are as follows:

Notes 2018 2017

Taxes and licenses 12,097,532 5,602,349
Management fee 10 7,501,192 6,489,847
Salaries, wages and other benefits 3,101,515 2,245,196
Qutside services 513,549 2,473,179
Provision for retirement benefits 15 335,572 477,351
Depreciation 7 290,332 232,844
Transportation and travel 118,845 216,642
Utilities 92,985 119,273
Dues and subscriptions 69,895 27,749
Supplies and consumables 28,942 73,803
Insurance expense 24,907 103,322
Donations 22,116 44,778
Repairs and maintenance 14,679 15,359
Office supplies 8,300 9,271
Others 171,642 167,655
24 393,003 18,298 618

(12)



Others represent bank charges, training costs of employees and regular lease payments for buildings
and facilities indirectly used in the mining operations.

Note 15 - Retirement benefit obligation

The Company has a funded defined benefit retirement plan covering substantially all of its employees.
The Company is under the OceanaGold (Philippines), Inc. Multi-employer Retirement Plan (Plan). The
Plan provides for the normal retirement date of a member at the first day of the month coincident with
or next following the employee’s attainment of the age of 60 years old. An employee may, with the
approval of the Company, retire and be entitled to retirement benefit on the day he/she attains the age
of 50 years, and after rendering at least ten (10) years of continuous service with the Company.

In addition, the Plan requires contributions to be made to a separately administered fund, which was
established upon the first actual contribution of the Company. Upon normal and early retirement, a
member shall be entitled to 100% of his final monthly salary for every completed year of continuous
service. Members covered by the 2017 amended collective bargaining agreement are entitled to 150%
of their final monthly salary for every completed year of continuous service. There are no unusual or
significant risks to which the Plan exposes the Company. However, in the event a benefit claim arises
under the Plan, the claim shall immediately be due and payable from the Company in the event that
plan assets are insufficient to settle maturing retirement obligation. The actuarial valuation report on
the Plan contained valuation results as at December 31, 2018.

Details of the retirement benefit obligation and provision for retirement benefits as at and for the years
ended December 31 are as follows:

Note 2018 2017
Retirement benefit obligation 740,310 1.453.,175
Provision for retirement benefits 14 335,572 477,351

The amounts of retirement benefits obligation as at December 31 are determined as follows:

2018 2017
Present value of benefit obligation 1,294,314 2,043,247
Fair value of plan assets (554,004) (5690,072)

740,310 1,453,175

Changes in the present value of defined benefit obligation for the years ended December 31 are as
follows:

2018 2017
January 1 2,043,247 1,536,975
Current service cost 256,371 419,073
Interest cost 111,361 88,845
Remeasurements
Actuarial (gain) loss - changes in financial
assumptions (482,587) -
Actuarial (gain) loss - experience (526,380) -
Effect of foreign exchange differences (107,698) (1,646)
December 31 1,294,314 2,043,247

(13)



Changes in the fair value of plan assets for the years ended December 31 are as follows:

2018 2017
January 1 590,072 528,808
Interest income 32,160 30,567
Contributions to the retirement plan - 62,495
Remeasurements (36,963) (30,171)
Effect of foreign exchange differences (31,265) (1,627)
December 31 554,004 590,072

The carrying value of plan assets as at December 31, 2018 and 2017 approximates its estimated fair value.

Plan assets as at December 31 are comprised of the following:

2018 2017
Investments in real estate 51.4% 50.9%
Investment in equity 39.1% 39.6%
Cash and cash equivalents 9.5% 9.5%

The defined benefit plan typically exposes the Company to a number of risks such as investment risk,
interest rate risk and salary risk. The most significant of which relate to investment and interest rate
risk. The present value of the defined benefit obligation is determined by discounting the estimated
future cash outflows using interest rates of government bonds that are denominated in the currency in
which the benefits will be paid, and that have terms to maturity approximating the terms of the related
retirement liability. A decrease in government bond yields will increase the defined benefit obligation
although this will be partially offset by an increase in the value of the plan's fixed income holdings.
Hence, the present value of defined benefit obligation is directly affected by the discount rate to be
applied by the Company. However, the Company believes that due to the long-term nature of the
retirement liability, the mix of real estate and equity investments of the plan is an appropriate element
of the long-term strategy to manage the plan efficiently.

Investments are primarily dependent on the appreciation of real property which form a large portion of
the total assets. The Board of Trustees believes that real estate currently offers the best returns over the
long term with an acceptable level of risk.

Plan assets are mostly placed in investment wherein return is guaranteed with less likelihood of default.
Presently, the Company and trustee are reassessing the most effective scheme that will ensure
adequacy of expected yield against actual and timing of cash outflow arising from settlement of
retirement obligation.

The actual return on plan assets in 2018 was US$4,803 loss (2017 - US$396 gain). The Company does
not expect to contribute to the pension benefit fund for the year ending December 31, 2019.

(14)



The movement in retirement benefit obligation recognized in the statement of financial position as at
December 31 follows:

2018 2017
January 1 1,453,175 1,008,167
Provision for retirement benefits 335,572 477,351
Contributions - (62,495)
Remeasurement (gain) loss
Changes in financial assumptions (482,587) -
Experience adjustments (526,380) -
Return on plan assets 36,963 30,171
Effect of foreign exchange differences (76,433) (19)
December 31 740,310 1,453,175

Details of provision for retirement benefits charged to profit or loss for the years ended December 31
are as follows:

2018 2017

Current service cost 256,371 419,073
Net interest cost 79,201 58,278
335,572 477,351

Movement of the retirement benefit charged to other comprehensive income for the years ended
December 31 are as follows:

2018 2017
January 1 75,887 54,767
Remeasurement (gain) loss (972,004) 30,171
Tax effect 291,601 (9,051)
Subtotal (680,403) 21,120
December 31 (604,516) 75,887

The principal assumptions used in determining the Company’s retirement obligation as at December 31
are as follows:

2018 2017
Discount rate 7.70% 5.75%
Expected future salary increase 3.00% 3.00%

The discount rate assumption is based on the theoretical spot yield curve calculated from the Bankers
Association of the Philippines (BAP) PHP Bloomberg BVAL Reference Rates (BVAL) benchmark
reference curve for the government securities market (previously the PDEx (PDST-Rz2) market yields
on benchmark government bonds) by stripping the coupons from government bonds to create virtual
zero coupon 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. Assumptions regarding future
mortality and disability experience are set using the 2001 CSO Table - Generational (Scale AA, Society
of Actuaries) and The Disability Study, Period 2 Benefit 5, respectively.

(15)



Expected maturity analysis of future benefit payments based on the latest actuarial valuation date in
Philippine Peso follows:

2018 2017

One to two years 3,508,217 4,262,291
Three to four years 6,621,738 20,711,376
Five years and over 45 229,821 30,384,294
55,359,776 55,357,961

The weighted average duration of the defined benefit obligation is 15.7 years (2017 - 21.81 years).

The impact of each key assumption to defined benefit obligation, in Philippine Peso, has been
determined based on reasonably possible changes of each significant assumptions as at reporting date,
assuming all other assumptions were held constant:

2018 2017
Increase by Decrease by Increase by Decrease by
100 bps 100 bps 100 bps 100 bps
Discount rate (9,640,603) 11,768,000 (3,919,885) 4,863,709
Salary increase rate 12,232,350 (10,125,788) 140,819 (140,819)

The above sensitivity analysis are based on a change in an assumption while holding all other
assumptions constant. In practice, this is unlikely to occur, and changes in some of the assumptions may
be correlated. When calculating the sensitivity of the defined benefit obligation to significant actuarial
assumptions, the same method (present value of the defined benefit obligation calculated with the
projected unit credit method at the end of the reporting period) has been applied as when calculating the
retirement benefit obligation recognized within the statement of financial position.

Note 16 - Other operating income (expense), net

Other operating income (expense), net for the years ended December 31 consists of:

Notes 2018 2017

Interest income 2 126,586 94,644
Gain from disposal of property, plant and equipment 190,027 776,084
Foreign exchange loss 23 (6,939) (1,260,301)
Write-off of prescribed input VAT receivable 8 (108,158) (71,044)
201,516 (460,617)

In 2018, the Company sold previously acquired property, plant and equipment with net book value of
US$32,930 (2017 - US$228,542) (Note 7). Total consideration received in relation to the sale
amounted to US$222,957 (2017 - US$1,004,626).
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Note 17 - Finance costs, net

Details of finance costs, net for the years ended December 31 are as follows:

Notes 2018 2017
Interest expense 10  (17,649,343) (22,341,695)
Foreign exchange (loss) gain 23 (63,650) 530,305
Accretion expense 19 (187,076) (313,172)

(17,900,069) (22,124,562)

Interest expense recognized relates to the loan obtained from a related party which amounted to
US$16,686,165 (2017 - US$21,597,332) (Note 10) and to advance payments made by customers which
amounted to US$963,178 (2017 - US$744,363) (Note 20).

Note 18 - Income taxes

The details of benefit from income tax for the years ended December 31 are as follows;

2018 2017

Current 57,007 232,825
Deferred (6,071,739) (274,895)
(6,014,732) (42,070)

The significant components of the Company’s unrecognized deferred income tax assets as at
December 31, which are expected to reverse for periods more than twelve (12) months, are as follows:

2018 2017

Temporary differences
Provisions 12,418,534 10,415,335
Accretion, net 1,283,891 1,195,689
Retirement obligation 481,172 435,953

14,183,697 12,046,877

Deferred income tax liability as at December 31, 2018 pertains to remeasurement gain on retirement
benefit obligation amounting to US$259,078 (2017 - US$6,039,216).

The movements in deferred income tax liability are as follows:

2018 2017

At January 1 6,039,216 6,323,162
Credited to profit and loss (6,071,739) (274,895)
Charged (credited) to other comprehensive income 291,601 (9,051)

At December 31 259,078 6,039,216
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Where higher than normal income tax, the Company is required to pay minimum corporate income tax
(MCIT) equal to 2% of gross profit. This amount may separately be offset against normal income tax
liabilities for the three (3) immediately succeeding taxable year.

In 2017, the Company applied the entire unclaimed MCIT amounting to US$38,650 recorded under
prepayments. The Company neither have net operating loss carry-over (NOLCO) nor MCIT as at
December 31, 2018,

For the year ended December 31, 2018, the Company’s normal income tax amounts to US$57,007
(2017 - US$232,825).

The reconcili:ation of the benefit from income tax computed at statutory income tax rate to the actual
benefit from income tax for the years ended December 31 in the statement of total comprehensive
income follows:

2018 2017
Statutory tax expense at 30% 2,644,487 34,753,796
Additions (reductions) resulting from tax effects of:
Non-deductible expense 32,448 21,313
Interest income subjected to final tax (37,976) (28,393)
Operating income from registered activities (2,687,835) (34,714,965)
Adjustment to deferred income tax liability (5,965,856) (73,821)
(6,014,732) (42,070)

Note 19 - Provision for rehabilitation cost

Movements of the provision for rehabilitation cost for the years ended December 31 are as follows:

Note 2018 2017
January 1 6,485,803 6,172,631
Accretion 17 187,076 313,172
Adjustment (1,261,686) -
December 31 5,411,193 6,485,803

For the year ended December 31, 2018, accretion was recognized as finance costs amounting to
US$187,076 (2017 - US$313,172) with no portion allocated to mining assets (Note 17).

Provision for rehabilitation cost represents estimated cost of rehabilitating the mine to its approximate
original state. It also includes cost to dismantle infrastructure including tailings facility, processing
plants and other equipment, revegetation and restoring the mine topography to its geologically stable
land form. As mentioned in Note 6, the Company revised its estimated cost for the planned
rehabilitation activities. Among the significant changes include the application of a new discount rate
and adjustment in estimated rehabilitation costs to reflect current market prices. These changes resulted
in a decrease in the provision of rehabilitation cost by US$1,261,686.
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Note 20 - Significant contracts and agreements
The Company is a party to significant contracts and agreements, which include the following:
(a) Assignment, Accession and Assumption Agreement (AAA Agreement)

On December 23, 1996, the Company entered into an AAA Agreement with OGPEC, an entity under
common control, relating to the FTAA entered into by OGPEC with the Government. The AAA Agreement,
which was amended and restarted on September 15, 2004, assigned to the Company the rights of OGPEC
over the FTAA in consideration for the Company’s assumption of the obligations of OGPEC.

On December 9, 2004, the DENR approved the application of OGPEC for the transfer of the rights and
obligations to the Project under the FTAA to the Company after OGPEC complied with the procedures
and requirements set forth under Section 66 of Department Administrative Order (DAO) No. 96-40.
The transfer was considered as a non-taxable transaction by virtue of a ruling issued by the BIR on
February 6, 2004 exempting the parties from payment of taxes including VAT. The approval, however,
was subject to certain conditions that include increasing the Company’s authorized capital to US$4.0
million, submitting a sworn commitment maintaining the government’s share from the FTAA and strict
compliance with current environmental laws and regulations and to the terms and conditions of the
FTAA and Philippine Mining Act of 1995. The Company has complied with all prescribed conditions.

(b) Memorandum of Agreement (MOA) with the neighboring communities

On December 17, 2011, the Company forged an MOA with its host and neighboring communities
wherein the Company will assist in the development of the latter in accordance with its Social
Development and Management Program (SDMP) pursuant to the Philippine Mining Act of 1995 (the
“Mining Act”), its Revised Implementing Rules and Regulations under DAO No. 2010-21 and in
accordance with the FTAA. The MOA details the SDMP sharing agreement scheme and the
commitments and the processes of community involvement in the program planning, management,
implementation and monitoring and evaluation to ensure that SDMP programs address the
development of the Company’s host and neighboring communities.

In relation to the sharing agreement, the Company executed individual MOAs with each host and
neighboring community at various dates which include provisions for the parties to:

(i) Allot annually a minimum of one and a half percent (1.5%) of the Company’s operating costs and
further allocate 75% of the 1.5% to the implementation of the SDMP;
(if) Provide additional forms of assistance which promote local and social development.

The SDMP fund shall be used for the community development programs and projects in accordance
with the SDMP framework and the relevant implementing rules and regulations of the Mining Act.

For the year ended December 31, 2018, the Company spent US$2,087,119 (2017 - US$1,773,932) for

SDMP-related projects that are in the nature of infrastructure, education, health, resource development
and capacity building.
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(c) Open cut mining services contract

On February 22, 2012, the Company entered into an Open cut mining contract with a third party

(the “Contractor”). The contract covers the excavation of the open cut pit on the Project, the
completion of the Run of Mine stockpiling area (ROM Pad), the placement of major fills in the Tailings
Stockpile Facility (TSF), construction of hauls roads, and associated drainage to TSF and ROM Pad, the
delivery of waste to specified waste dumps and delivery of ore and reclamation materials to the ROM
Pad and specified stockpiles. The provisions of the contract set out that the Contractor is expected to
demobilize commencing March 1, 2018 and final completion of the scope is on December 31, 2018.
Thereafter, the Company will take over the mining operations from the Contractor.

Based on the provisions of the contract, the Company has to pay the Contractor based on multiple
activities, which include among others, volume of hole drilled and blasted, waste dump hauled, ore
processed in the crusher feeder, fuel consumed, and hours of equipment used, subject to performance
and status assessments. For the year ended December 31, 2018, total amount incurred arising from the
said agreement charged to cost of sales within outside services amounted to US$9.11 million

(2017 - US$13.4 million).

(d) Offtake agreement

On October 12, 2012, as amended on September 25, 2013, the Company entered into an Offtake
Agreement (the “Agreement”) to sell all metal concentrates (the “Goods”) containing gold, copper and
silver produced by the Company in the Project to the a third party (the “Buyer”) at chemical
specifications set forth in the agreement. Price of the goods is determined based on its metal content:
gold, silver and copper. The final price of gold and silver per unit of measure shall be based on market
rates prevailing at the agreed quotational period. The Company may only recover a certain percentage
of the price of the gold and silver, and copper content based content density in grams per dry metric
ton and percentage in dry metric tons, respectively.

The seller may elect to receive advance payment under certain conditions and are subject to interest
rates specified in the Agreement. The buyer shall be allowed to deduct from the sales proceeds
applicable treatment and refining charges at final settlement. Revenue from the sale of concentrates to
the buyer for the year ended December 31, 2018 amounted to US$170.81 million, net of applicable
charges as reported in the statement of total comprehensive income (2017 - US$244.2 million). Total
interest expense incurred during the year related to the advances amounted to US$963,178

(2017 - US$744,363).

The Agreement, was renewed on March 21, 2018 with minimal changes on charges against the
Company. The Agreement is expected to end on June 20, 2019 or the date the Company suspends or
ceases its operations, renewable whichever is earlier as agreed by both parties. There are no significant
changes in the original provisions of the contract as a result of the renewal.
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(e) Refining agreement

On September 25, 2013, the Company entered into an agreement with third party (the “Refiner”) for
the refining and treatment of dore gold (the “Goods”). Under the terms of the agreement, the Company
agrees to deliver goods to a pre-agreed transportation arrangement and location that conform to the
assay ranges specified in the agreement, while Refiner agrees to weigh, refine the goods to a level
specified in the agreement. The Refiner also agrees to deliver the refined goods to the Company’s
nominated metal account with the latter having the option to sell to the former. The Refiner is also
required to purchase all silver metal from the refining and may set-off against refining, transport and
other pertinent charges. There were no goods sold to the Refiner for the years ended

December 31, 2018 and 2017.

Refining and related charges that are unpaid by due date will be subject to interest at a rate specified in the
agreement. For the year ended December 31, 2018, refining charges amounting to US$0.02 million,
US$0.02 million was presented as reduction in net sales as part of refining, treatment and other direct costs
(Note 12).

(f) FTAA Agreement

The Didipio Project is held under an FTAA granted by the Philippine Government in 1994. The FTAA
has an initial term of 25 years and is renewable for another period of 25 years under the same terms
and conditions in 2019. The Company has commenced the renewal process and lodged an application
for the renewal of the FTAA with the DENR which has been accepted. The regional office of the MGB
that was tasked with reviewing the renewal application has endorsed it to the MGB Central Office. The
Company will continue to work with the government, the stakeholders and partners to complete the
renewal process.

Note 21 - Contingencies

(a) Real property tax assessment interim

In April 2012, the Company received an assessment from the Province of Quirino for payment of real
property tax over the Project. Both provinces of Nueva Vizcaya and Quirino are simultaneously
asserting taxing authority over the Company in relation to the Project. Consequently, the Company
filed a motion with the Court compelling the two provinces to interplead between themselves and
litigate their respective claims as to the proper taxing authority over the Project. In addition, the
Company has executed an interim agreement with the Province of Nueva Vizcaya. As at

December 31, 2018, no resolution was issued by the court.

(b) FTAA dispute and recovery

The Department of Environment and Natural Resources of the Philippines (DENR) along with a
number of mining companies are parties to a case that began in 2008 whereby a group of Non-
Government Organizations (NGOs) and individuals challenged the constitutionality of the Philippine
Mining Act (Mining Act) and the FTAAs in the SC. Currently, the case is pending decision by the
Supreme Court.

Notwithstanding the fact that the SC has previously upheld the constitutionality of both Mining Act and
the FTAAs, the Company is mindful that litigation is an inherently uncertain process and the outcome
of the case may adversely affect the operation and financial position of the Company. At this stage, it is
not possible to identify the potential orders of the Court nor to quantify the possible impact. The
Company is working closely with the DENR, the other respondents in the case, and the mining industry
to defend the Mining Act and the validity of its FTAA.
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Under the terms of the FTAA, after a period in which the Group can recover development expenditure,
capped at 5 vears from the start of production (April 1, 2013) and a further 3 years over which any
remaining balance is amortised, the Company is required to pay the Government 60% of the “Net
Revenue” earned from the Didipio Project. For the purposes of the FTAA, “Net Revenue” is generally
the net revenues derived from mining operations, less deductions for, amongst other things, expenses
relating to mining, processing, marketing, depreciation and certain specified overheads. In addition,
all taxes paid to the Government and certain specified amounts paid to land claim owners are included
as part of the calculation of 60% payable.

(c) Addendum agreement

The Company is a party to an addendum agreement with a syndicate of original claim owners in respect
of a portion of the FTAA area (Addendum Agreement). Certain disputed claims for payment and other
obligations under the Addendum Agreement made by a claim owner are subject to arbitration
proceedings, which are presently suspended due to the irrevocable resignation of the arbitrator.
Further, a third party is also disputing one of the main claim owners’ interest in the Project. The
Company is awaiting the outcome of any determination or settlement negotiation pertaining to the said
claim of the third party before proceeding with this matter.

(d) DENR order on suspension of operations

On February 14, 2017, the Company received an order from the DENR calling for the suspension of the
Didipio operations. Subsequent to receiving the suspension order, the Company immediately filed an
appeal with the Office of the President (OP). The OP in its Order dated March 10, 2017 directed the
Company to file an Appeal Memorandum within 30 days from the date of filing of Notice of Appeal.
The Company submitted its Appeal Memorandum on March 15, 2017. In the same Order, the DENR
was also directed to forward the complete records of the case, together with the summary of
proceedings and its comment on the appeal, if any, within 10 days from receipt of the Order. On May 5,
2017, the Company received the DENR Second Motion for Extension of Time to File Comment on the
Company’s appeal memorandum for an additional period of 15 days.

On May 18, 2017, the Company received the DENR’s comment dated May 8, 2017. The Company filed
its reply on June 20, 2017. The DENR was granted 15 days from receipt of the Company'’s reply to file a
rejoinder, if necessary. The case has been submitted for resolution after the period granted to DENR
has already lapsed and the Company has not received any further submissions to date. The Company
has continued to operate during the appeal process. Should the appeal becomes unsuccessful and
operations are suspended for a prolonged period, the Company could face impairment.

(e) Recovery of possession and damages on property

Certain claims were charged against the Company by alleged registered owners of an agricultural land
that leads to the mine site of the Company. These claimants supposed that the Company performed
road widening works on their land, without their knowledge and consent and that they were forced to
accept minimal amounts as compensation. As a result, they are asking the Court for an order to direct
the Company to: (a) vacate the land and restore it to its original condition and (b) pay damages. The
estimated amount of damages reached US$1.93 million. In December 2018, the Company was ordered
to surrender possession and pay the heirs judicial costs. No provision was recorded by the Company
pending result of the appeal.
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Note 22 - Commitments

As at December 31, lease commitments under non-cancellable operating leases follow:

2018 2017

Within 1 year 45218 27,363
Within 1 to 2 years 45,686 24,836
Within 2 to 3 years 45,730 139,128
Within 3 to 4 years 45,284 -
Within 4 to 5 years 8,745 99,344
More than 5 years - 250,347
190,683 541,013

No leases have escalation clauses other than in the event of payment default. No lease arrangements
create restrictions on other financing transactions.

As at December 31, commitments contracted for within a period of one (1) year at reporting date, but

not provided for:

2018 2017

Purchase of property, plant and equipment 5,215 474 3,633,698
Development of mining assets 7,383,203 4,081,488
12,598 677 7,715,186

Note 23 - Foreign currency-denominated monetary assets and liabilities

The Company’s foreign currency-denominated monetary assets and liabilities as at December 31 follows:

2018 2017
AUD NZD SGD EUR PHP AUD CAD EUR PHP
Assets
Cash 2,312 54,718,876 37,444 54,320,080
Due from related
parties 76,505,087 67,899,701
Other non-current
assets 661,034,916 424 496,113
Liabilities
Trade payables and (508,978) (1,577) (682)  (51,704) (28498,673)  (1,359,324) (1,411)  (285124) (121,183,062
other current
liabilities
Due to related parties (616,942) (241.489)
Net assets (liabliities) (1,123808) (1,577) (682)  (51,704) 774,860,205  (1,563,349) (1,111)  (285124) 425532.832
Year-end exchange
rate 1,422 1,492 1.370 0.874 52.724 1.283 1.257 0.837 49.923
LUS$ equivalent (790,160)  (1,058) (498) (59,158) 14,692,743 (1,218,511) (884) (340,650) 8,523,783
Foreign exchange loss, net, for the years ended December 31 are as follows:
2018 2017
Unrealized (352,944) (670,242)
Realized 282,355 (59,754)
(70,589) (729,996)
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Note 24 - Financial risk and capital management

24.1 Financial risk factors

The Company’s activities expose it to a variety of financial risks: market risk (including price risk,
currency risk and cash flow and fair value interest risk), credit risk, and liquidity risk. The Company
has no formal risk management program that focuses on the unpredictability of financial markets and
seeks to minimize potential adverse effects on its financial performance. However, the Company
complies with written policies as authorized by the Board of Directors and aligned with risk
management program carried out by OGC, who is responsible for the review of risk exposures and
implementing risk reduction strategies for the OceanaGold Group.

(a) Market risk
(1) Price risk

The Company is not exposed to significant price risk due to the absence of material equity investments
classified as either financial assets at fair value through other comprehensive income or at fair value
through profit or loss wherein changes to fair value are directly recognized through equity and
operations, respectively.

Moreover, the Company is exposed to the associated commodity price risk on future cash flows arising
from probable change in market spot rates of copper, gold, and silver upon delivery (or at initial
recognition of revenue) and final settlement dates. In mitigating this risk, the Company has an option
to fix the price for a specific quantity of commodity before the final settlement date. When the option
to price fix is waived, the exposure to the change in spot rates and final settlement dates is determined
to be low due to proximity between the two dates and only limited to copper concentrates as these have
longer period to finalize. The Company continues to recognize price revaluation every reporting date,
which is directly recorded under revenue and trade receivable. For the year ended December 31, 2018,
total provisional price adjustment amounted to loss of US$0.62 million

(2017 - loss of USS$0.55 million).

(i) Foreign exchange risk

The Company is exposed to foreign exchange risk arising from the effect of fluctuations in foreign
exchange rates mainly on its Philippine Peso and Australian Dollar denominated assets and liabilities
(Note 23). Foreign exchange risk arises when future commercial transactions and recognized assets
and liabilities are denominated in a currency that is not the Company’s functional currency. The
Company manages its foreign exchange risk by holding cash in different currencies in anticipation with
the requirements of the business. Among others, management also monitors the timing of settlements
or payments to ensure that the Company is not unfavorably exposed to fluctuations of foreign exchange
rates. The Company assessed the impact of changes in Philippine Peso and Australian Dollar exchange
rates as at December 31, 2018 and 2017 in demonstrating sensitivities to a possible reasonable change
in US Dollar exchange rate.

At December 31, 2018, if the Philippine Peso and Australian Dollar had strengthened/weakened by 6%
and 11% respectively (2017 - strengthened/weakened by 1% and 8% respectively), against the U.S.
Dollar with all other variables held constant, total comprehensive income for the year would have been
lower by US$824 thousand and US$86 thousand, respectively (2017 - US$234 thousand and US$95
thousand), mainly as a result of net foreign exchange losses/gains on translation of net foreign currency
denominated accounts. Rates were based on internal projections used in developing forecasts and
mine plans.
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(iii) Cash flow and fair value interest risk

The Company’s exposure to cash flow interest rate risk mainly pertains to related party borrowing
which is interest-bearing. Interest rate on related party borrowing is based on a fixed rate in
accordance with the terms of the loan agreement. Management analyzes its interest rate exposure on
these obligations on a dynamic basis. Various scenarios are simulated taking into consideration
refinancing, renewal of existing positions, and alternative financing.

The net result for the year ended December 31, 2018 with regard to an assumed change of +/-100 basis
points in interest rates on related party borrowing is +/- US$1.7 million (2017 - +/- US$2.2 million).
The assumed interest rate shift is based on the Company’s analysis of the volatility of interest rates
during the period for similar instruments.

(b) Credit risk

Credit risk refers to the potential loss arising from any failure by counterparties to fulfill their
obligations, as and when they fall due. It is inherent to the business as potential losses may arise due to
the failure of its customer and counterparties to fulfill their obligations on maturity dates or due to
adverse market conditions. Credit risk arises from cash (Note 2), receivables, excluding advances to
employees subject to liquidation (Note 3), deposits (Note 8), and restricted cash in the form of funds
(Note 8).

Cash

For banks and financial institutions, the Company has maintained its business relationships with
aceredited banks which are considered in the Philippine industry as commercial and universal banks to
mitigate its credit risk exposure. Commercial and universal banks are considered top tier banks in terms
of capitalization as categorized by the Philippine Banking System.

As at December 31, 2018 cash in banks amounting to US$21.22 million (2017 - US$21.94 million) are
maintained with universal banks. Furthermore, restricted cash balances of US$12.56 million as at
December 31, 2018 (2017 - US$8.52 million) are likewise maintained with universal banks.

Restricted cash balances is composed of deposits (excluding deposits to suppliers), mine rehabilitation
fund, and social development fund (Note 8).

As such, while cash are subject to the impairment requirements of PFRS 9, the identified impairment loss
of the reported balances exposed to credit risk is immaterial.
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Trade receivables and due from related parties

The age classification of trade receivables as at December 31 follows:

2018 2017
Current 9,218,256 15,629,944
Past due but not impaired
1-30 days - 2,610,037
31-60 days 1,967,905 -
61-90 days - 2,955,890
Over 90 days 5 .
1,867,905 5,565,927

11,186,161 21,195,871

The Company’s outstanding trade receivables is subject to the lifetime expected credit loss (ECL)
model, while due from related party balances are assessed using the 12-month ECL model. Based on
the Company’s analysis, it has a degree of concentration of credit risk since a significant portion of its
receivables is attributed only to two customers and a few related parties.

The Company’s assessment resulted in a conclusion that the expected credit loss rates, both under the
lifetime and 12-month ECL, are close to zero percent (0%) as potential default and non-payment,
considering both historical and forward looking information, are remote as these customers and related
parties have strong financial position to settle maturing obligations as they fall due. These were also
supported by the fact that there were no write-offs made in 2018 and 2017.

Moreover, credit risk for customers is further managed since credit terms are fixed and avenues for
resolution of issues are clearly stipulated in the Offtake and Refining Agreements (Note 20).

Deposits

These deposits are subject to reimbursement in cash upon expiration/termination of the agreement.
Deposits are assessed for impairment using the 12-month ECL approach. Similarly, management
assessed that the default rate is close to zero percent (0%) and concludes that impairment is immaterial
since majority of the amount is made against public entities whose financial capabilities enable them to
settle maturing obligations immediately.

(c) Liquidity risk

Liquidity risk relates to the failure of the Company to discharge its obligations and commitments
arising from short-term payables. OGC and other related parties provided financial assistance through
advances in order to support daily working capital requirements, as well as necessary exploration and
development activities for the Company.

Cash calls are made based on maturity analysis of liabilities to third parties as prepared by
management, and are made in both U.S. and Australian Dollars since the Company’s payables are
substantially denominated in said currencies, which minimize impact of fluctuations in foreign
exchange rates between actual receipt and settlement dates.
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Subsequent to commencement of the commercial operations, the Company's objective is to maintain a
balance between continuity of funding and flexibility through the use of advances and loans from
related parties. The Company considers its available funds and liquidity in managing long-term
financial requirements. For its short-term funding, the Company's policy is to ensure that there are
sufficient capital inflows to match repayments of short-term debt and maturing obligations.

The table below summarizes the maturity profile of the Company’s financial liabilities as at
December 31:

Upon Less than Over twelve
demand three months months Total
At December 31, 2018
Trade payables and other current
liabilities* - 68,657,892 - 68,657,892
Due to related parties - current 233,542 - - 233,542
Due to related parties, net of current
portion 151,935,652 151,935,652

233,542 68,657,892 151,935652 220,827,086

At December 31, 2017
Trade payables and other current

liabilities™ - 73,553,376 - 73,553,376
Due to related parties - current 567,884 - - 567,884

Due to related parties, net of current

portion 271,149,663 271,149,663

567,884 73,553,376 271,149,663 345,270,923

*Excluding payables to government agencies

Due to related parties, net of current portion, includes estimated interest charges for the duration of the
related borrowing amounting to US$61,944,245 (2017 - US$90,383,221).

24.2 Capital management

The Company considers its equity including share capital, retained earnings, and advances from OGC as
shown in the statement of financial position as capital. Capital risk is primarily managed by the
ultimate parent company that ensures the Company’s ability to continue as a going concern through
adequate funding to finance operating activities and maintain its current capital structure. Accordi_ngly,
this will preserve OGC’s equity ownership and control over the Project and reduce the need to obtain
long-term borrowings and incur higher cost of capital such as interest expense. To maintain or adjust
the capital structure, the Company may obtain additional advances from related parties or issue new
shares. There were no changes in the Company’s strategy and policies in managing its capital in 2018
and 2017.

The Company is subject to externally imposed capital requirements as a consequence of its registt:at_ion
with the BOI, which requires raising the total equity to 25% of the Project costs equivalent to P2.2 billion
or approximately US$51 million. This limits the ability of the Company to declare all of its re.ta%ned
earnings as dividends. In March 2014, the Company’s Board of Directors approved the restriction _of
retained earnings for US$49.6 million for Project-related expenditures to com ply with its registration
requirements (Note 1).
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24.3 Fair value estimation of financial assets and liabilities

Due to the short-term nature of the transactions, the carrying values of each financial asset and liability
including cash, other receivables, trade payables and other current liabilities and advances to related
parties as at the reporting dates approximate their fair values. On the other hand, related party
borrowing approximates its fair value based on borrowing rates available to the management for credit
agreement with similar maturities and also considering any risk of non-performance. The Company
does not hold financial instruments traded in an active market which might be affected by quoted
market prices at reporting date aside from trade receivables which are provisionally priced and
subsequently measured at fair value through profit or loss until settlement. Aside from this, the
Company does not have any other financial asset or liability that is carried at fair value in the statement
of financial position as at December 31, 2018 and 2017.

Note 25 - Critical accounting estimates, assumptions and judgments

25.1 Critical accounting estimates and assumptions

The preparation of the financial statements is in conformity with PFRS requires management to make
judgments, estimates and assumptions that affect the amounts reported in the financial statements and
the related notes. The estimates, assumptions and judgments are continually evaluated and are based
on historical experience and other factors, including expectations of future events that are believed to
be reasonable under the circumstances.

The Company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates, assumptions and
judgments that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are discussed as follows:

(a) Estimating useful lives of property, plant and equipment and mining assets

The Company estimates the useful lives of its property, plant and equipment based on the period over
which the assets are expected to be available for use. The Company reviews annually the estimated
useful lives of property, plant and equipment based on various factors that include asset utilization,
internal technical evaluation, technological changes, environmental and anticipated use of the assets
which render any sensitivity to be impracticable.

Estimated recoverable reserves are used in determining the depreciation and/or amortization of mine
specific assets. This results in a depreciation or amortization charge proportional to the depletion of
the anticipated remaining life of mine production. Each item’s life, which is assessed annually, has
regard to both its physical life limitations and to present assessments of economically recoverable
reserves of the mine property at which the asset is located. These calculations require the use of
estimates and assumptions, including the amount of recoverable reserves and estimates of future

capital expenditure.

There were no material changes in the estimated useful lives of property, plar}t and equipment for the
years ended December 31, 2018 and 2017. Details of property, plant and equipment and mining assets
are disclosed in Notes 6 and 7.
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(b) Estimating mineral reserves and resources

The valuation of certain assets held by the Company is dependent upon the estimation of mineral
resources and ore reserves. There are numerous uncertainties inherent in estimating mineral resources
and ore reserves and assumptions that are valid of the time of estimation may change significantly
when new information becomes available.

Ore reserves are estimates of the amount of ore that can be economically and legally extracted from the
Company’s mining properties. The Company estimates its ore reserves based on information compiled
by appropriately qualified persons relating to the geological data on the size, depth and shape of the ore
body, and requires complex geological judgments to interpret the data. The estimation of recoverable
reserves is based upon factors such as estimates of foreign exchange rates, commodity prices, future
capital requirements, and production costs along with geological assumptions and judgments made in
estimating the size and grade of the ore body. Accordingly, any sensitivity is deemed impracticable due
to varying considerations that impact its estimation. Changes in the reserve or resource estimates may
impact upon the carrying value of property, plant and equipment, mining assets, provision for mine
rehabilitation, recognition of deferred income tax assets, and depreciation and amortization charges.
During 2018, OGC published an updated reserves report which details currently available mineral and
resources in the Didipio Minesite. Based on management’s assessment, the existing valuation input is
still appropriate since it considers a more conservative amount/quantity of reserves.

(¢) Retirement benefit obligation

The present value of the retirement benefit obligation depends on a number of factors that are
determined on an actuarial basis using a number of assumptions. The assumptions used in
determining the net cost (income) for retirement benefit include the discount rate. Any changes in
these assumptions will impact the carrying amount of retirement benefit obligation.

The Company determines the appropriate discount rate at the end of each year. This is the interest rate
that should be used to determine the present value of estimated future cash outflows expected to be
required to settle the retirement benefit obligation. In determining the appropriate discount rate, the
Company considers the interest rates of government bonds that are denominated in the currency in
which the benefits will be paid and that have terms to maturity approximating the terms of the related
retirement benefit obligation.

Other key assumptions for retirement benefit obligation are based in part on current market conditions.
These assumptions and sensitivity analysis are disclosed in Note 15.
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(d) Provision for rehabilitation cost

The provision for rehabilitation cost recognized is based on current legal and constructive
requirements, technology and price levels. Since actual outflows can differ from estimates due to
changes in laws, regulations, public expectations, technology, prices and conditions, and can take place
many years in the future, the carrying amount of the obligation is reviewed regularly or at least
annually and adjusted to take account of such changes. As part of their annual review, management
adjusted the implicit rate (based on management’s market assessment of the time value of money and
risks specific to the obligation) from 5.00% in 2017 to 3.58% in 2018. The discount rates used to
determine the present value of the obligation as at December 31, 2018 and 2017 are based on risk-free
pre-tax rate that reflect current market assessments of the time value of money. Along with this, the
Company changed its assessment of the undiscounted rehabilitation costs from US$10.20 million to
US$8.85 million to reflect market factors and the general plan for the rehabilitation based on current
activities. The changes and adjustments made are consistent with the requirements of IFRIC 1
Changes in Existing Decommissioning, Restoration and Similar Liabilities.

Net results for the year ended December 31, 2018 in respect to an assumed change of +/-100 basis
points on discount rate used would result in a decrease of US$488 thousand and an increase of
US$81 thousand accretion epenses, respectively. Management considers the discount rate as
significant component, aside from cost, in their assessment as material changes to the rate due to
external factors may trigger a further revision in the recognized provision.

Following the adjustment, the Company has a total outstanding provision of US$5.4 million

(2017 - US$6.5 million) to cover required environmental remediation covering specific assets based on
third party evaluation and study conducted at the current year (Note 19). As at December 31, 2018,
management believes that the adjusted cost properly reflects the estimated rehabilitation cost based on
their mine plan and activities.

25.2 Critical judgments in applying the Company’s accounting policies
(a) Change in functional currency to U.S. Dollar

Consequent to the change in business operations commencing April 1, 2013 as described in Note 1,
management assessed that the U.S. Dollar represents the new functional currency of the Company as it
reflects the economic substance of the underlying transactions, events and conditions relevant to its
operations and duly represents the Company’s primary economic environment. Management
evaluated the currency of its collection from sale of metals and composition of cost and expenses, the
results of which substantiated the change from Philippine Peso to U.S. Dollar effective beginning
December 31, 2013,
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(b) Recoverability of inventories, mining assets, and property, plant and equipment

The Company evaluates whether inventories are no longer recoverable and mining assets and property,
plant and equipment have suffered any impairment either annually or when circumstances indicate
such conditions exist. For mining inventories, management calculates net realizable value on a
monthly basis. These calculations require the use of estimates on cost projections, gold and copper
prices, discount rate, and mineral reserves and corresponding grade, which are determined based on
approved mine plan, fluctuations in the market and assessment of either internal or third party
geologists, who abide by certain methodologies that are generally accepted within the industry

(Note 4). Provision or additional provision against the carrying value of consumable and spare
inventories is recognized if there is an indication that the cost of the inventories may not be recovered
especially for any obsolete and slow moving inventories. In these cases, management uses judgment
and estimates based on available facts and circumstances including but not limited to historical
experience and estimates as to recoverability of the amount of inventories at the time of disposal.

In determining the recoverable amount of inventories, management considers the available facts and
circumstances, including but not limited to historical experience as to the net realizable value of
inventories at the time of disposal, including information about the future demand and market
conditions for its inventories. An evaluation of inventories, designed to identify potential inventory
write-down to net realizable, is performed on a continuous basis throughout the year. No provision for
inventory obsolescence was recognized during the years ended December 31, 2018 and 2017 (Note 4).

Where impairment indicators are positively identified on mining assets, and property, plant and
equipment, the Company proceeds with actual estimation of recoverable amounts based on value-in-use
caleulation or fair value, if said information is readily available. An impairment loss is recognized
whenever evidence exists that the carrying value is not recoverable. For the years ended

December 31, 2018 and 2017, there were no impairment losses charged against remaining net book
values of property, plant and equipment and carrying amount of mining assets (Notes 6 and 7).

(c) Provision for impairment of other non-financial assets

Management conducts impairment review on receivables specifically advances to employees, suppliers
and contractors, prepayments, and other assets to ascertain that reported carrying amounts are still
recoverable as at reporting date based on current and existing conditions. Realizability is determined
based on expected benefit that will be derived by the Company either through actual refund or credit
that may be applied against future obligations. In particular, advances/deposits and input VAT can be
offset against future billings on goods delivered or services rendered to the Company and output tax
arising from operations, if any, respectively. These accounts represent actual payments that are duly
supported; hence may be claimed by the Company. Accordingly, there were no impairment losses
recognized in 2018 and 2017. Details of advances, prepayments, and other assets are presented in
Notes 3, 5 and 8.
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(d) Realizability of deferred income tax assets

A certain degree of judgment is required in determining the provision for income taxes, as there are
certain transactions and calculations for which the ultimate tax determination is uncertain during the
ordinary course of business. Further, recognition of deferred income taxes depends on management’s
assessment of the probability of available future taxable income against which the temporary differences
can be applied. The Company reviews the carrying amounts of deferred income taxes at each reporting
date and reduces deferred income tax assets to the extent that it 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, as well
as those expected to be realized within the income tax holiday period in relation with the Company’s BOI
registration. Accordingly, the Company did not recognize deferred income tax assets in respect of
deductible temporary differences and unused tax losses and credits.

(e) Assessing contingencies

The Company is currently involved in assessments and legal proceedings. The estimate of the probable
costs for the resolution of these claims has been developed in consultation with external legal counsels
engaged by the Company and is based upon an analysis of potential results. Management believes that
these proceedings will not have material adverse effect on the financial statements. It is possible,
however, that future results of operations could be materially affected by changes in the estimates or in
the effectiveness of the strategies relating to these proceedings (Note 21).

(A Impairment of receivables

Trade receivables measured at fair value through profit or loss and due from related parties are
assessed based on assumptions about risk of default and expected loss rates. The Company uses
judgment in making these assumptions and selecting the inputs to the impairment calculation, based
on the Company’s history, existing market conditions as well as forward looking information. Asa
result of their assessment, the Company did not recognize any provision for impairment of receivables
given that the expected credit loss rate is close to zero percent (0%) (Note 24).

Note 26 - Summary of significant accounting policies

The principal accounting policies applied in the preparation of the financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise stated.

26.1 Basis of preparation

The financial statements of the Company have been prepared in accordance with Philippine Financial
Reporting 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 and
adopted by the SEC.

The financial statements have been prepared under the historical cost convention as modified by the
fair value measurement of plan assets and trade receivables.
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The preparation of financial statements in conformity with PFRS requires the use of certain critical
accounting estimates. It also requires management to exercise judgment in the process of applying the
Company’s accounting policies. The areas involving a higher degree of judgment or complexity, or
areas where assumptions and estimates are significant to the financial statements are disclosed in
Note 25.

Changes in accounting policy and disclosure

(a) New and amendment to existing standards and interpretations adopted by the Company

The following amendments and improvements to existing standards and interpretations are effective
for the financial year beginning on January 1, 2018 which are relevant to the Company’s financial
statements:

» PFRS 9, Financial instruments’ (effective January 1, 2018), addresses the classification,
measurement and derecognition of financial assets and financial liabilities, introduces new rules
for hedge accounting and a new impairment model for financial assets. PFRS g replaces the
multiple classification and measurement models for financial assets in PAS 39 with a single model
that has three classification categories: amortized cost, fair value through other comprehensive
income (OCI), and fair value through profit or loss. Classification under PFRS 9 is driven by the
entity’s business model for managing the financial assets and whether the contractual
characteristics of the financial assets represent solely payments of principal and interest.
Investments in equity instruments are required to be measured at fair value through profit or loss
with the irrevocable option at inception to present changes in fair value in OCI. The classification
and measurement of financial liabilities under PFRS g remains the same as in PAS 39 except where
an entity has chosen to measure a financial liability at fair value through profit or loss. For such
liabilities, changes in fair value related to changes in own credit risk are presented separately in
OCIL The impairment rules of PFRS g introduce an expected credit losses model that replaces the
incurred loss impairment model used in PAS 39. Such new impairment model will generally result
in earlier recognition of losses compared to PAS 39. The hedging rules of PFRS 9 better align
hedge accounting with an entity's risk management strategies. Also, some of the prohibitions and
rules in PAS 39 are removed or changed, making hedge accounting easier or less costly to achieve
for many hedges. The new standard also introduces expanded disclosure requirements and
changes in presentation.

Adoption of this standard required the Company to revisit its method of calculating impairment
losses including the classification and movement of financial assets. Details of which are presented
in Notes 3 and 24.1. Moreover, the Company assessed the proper classification and measurement
of its financial assets based on the new guidance of PFRS 9. The Company changed its policy in the
classification of financial assets specifically on receivables as disclosed in Note 26.4. The Company
does not have hedging activities or hedge arrangements as at December 31, 2018 and 2017. Aside
from this, there are no other changes to the Company’s financial statements as a result of adoption
of PFRS g.
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e PFRS 15 Revenue from Contracts with Customers (effective January 1, 2018), deals with revenue
recognition and establishes principles for reporting useful information to users of financial
statements about the nature, amount, timing and uncertainty of revenue and cash flows arising
from an entity’s contracts with customers. Revenue is recognized when a customer obtains control
of a good or service and thus has the ability to direct the use and obtain the benefits from the good
or service. Under the new standard, the notion of control replaces the existing notion of risks and
rewards, The standard replaces PAS 18 ‘Revenue’ and PAS 11 ‘Construction Contracts’ and related
interpretations. A five-step process must be applied before revenue can be recognized which
include: (i) identification of contracts with customers; (ii) identification of the separate
performance obligation; (iii) determination of the transaction price of the contract; (iv) allocation
of the transaction price to each of the separate performance obligations; and (v) recognition of
revenue as each performance obligation is satisfied. Revenue may also be recognized earlier than
under current standards if the consideration varies for any reasons (such as for incentives, rebates,
performance fees, royalties, success of an outcome, etc.) - minimum amounts must be recognized if
they are not at significant risk of reversal. Further, the point at which revenue is able to be
recognized may shift: some revenue which is currently recognized at a point in time at the end of a
contract may have to be recognized over the contract term and vice versa.

Adoption of this standard required the Company to revisit its revenue recognition process. Details
of which are presented in Note 12. The Company applied the modified retrospective approach for
the new revenue standard. Thus, amounts previously reported in the statement of total
comprehensive income was not separately presented. There were no other adjustments made in
respect to the application of the new revenue standard to the current accounting treatment of its
offtake and refining agreement with customers.

e Philippine Interpretation IFRIC 22, Foreign Currency Transactions and Advance Consideration
(effective January 1, 2018), the interpretation clarifies how to determine the date of transaction
for the exchange rate to be used on initial recognition of a related asset, expense or income where
an entity pays or receives consideration in advance for foreign currency-denominated contracts.
Adoption of this amendment did not have any significant impact on the financial statement as
management has appropropriately applied and determined the exchange rates to be used in foreign
currency denominated advance payments.

No other standards, amendments or interpretations that are effective beginning January 1, 2018 are
considered relevant to the Company.

(b) New standards, amendments and interpretations not yet adopted by the Company
A number of accounting standards and amendments to standards and interpretations that are effective
for annual periods beginning after January 1, 2018, and have not been applied in preparing these

financial statements. None of these standards are expected to have a significant effect on the financial
statements of the Company, while the more relevant ones are set out as follows.
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e PFRS 16, ‘Leases’ (effective January 1, 2019), now requires lessees to recognize a lease liability
reflecting future lease payments and a ‘right-of-use asset’ for virtually all lease contracts. It has also
included an optional exemption for certain short-term leases and leases of low-value assets;
however, this exemption can only be applied by lessees. For lessors, the accounting stays almost
the same. However, as the IASB has updated the guidance on the definition of a lease (as well as
the guidance on the combination and separation of contracts), lessors will also be affected by the
new standard. Under PFRS 16, a contract is, or contains, a lease if the contract conveys the right to
control the use of an identified asset for a period of time in exchange for consideration. Earlier
application is permitted, but only in conjunction with PFRS 15, ‘Revenue from Contracts with
Customers’. In order to facilitate transition, entities can choose a ‘simplified approach’ that
includes certain reliefs related to the measurement of the right-of-use asset and the lease liability,
rather than full retrospective application; furthermore, the ‘simplified approach’ does not require a
restatement of comparatives. In addition, as a practical expedient entities are not required to
reassess whether a contract is, or contains, a lease at the date of initial application (that is, such
contracts are “grandfathered”).

The Company reviewed all its leasing arrangements over the last year in light of the new lease
accounting rules in PFRS 16. The standard will affect primarily the accounting for the Company’s
operating leases. As at the reporting date, the Company has non-cancellable operating lease
commitments of US$190,663 (Note 22).

For the remaining lease commitments the Company expects to recognize right-of-use assets and
lease liabilities on January 1, 2019 for approximately US$177,382. The impact to deferred tax
assets which is calculated as the difference between the interest incurred and amortization of
assets, and the actual rental payment is immaterial. Meanwhile, overall net assets and net profit
after tax will not materially be affected as a result of adopting the new rules.

The Company will apply the standard from its mandatory adoption date of January 1, 2019. The
Company intends to apply the simplified transition approach and will not restate comparative
amounts for the year prior to first adoption. Right-of-use assets for property leases will be
measured on transition as if the new rules had always been applied. All other right-of-use assets
will be measured at the amount of the lease liability on adoption.

s  Philippine Interpretation IFRIC 23, Uncertainty over Income Tax Treatments
(effective January 1, 2019), explains how to recognize and measure deferred and current income
tax assets and liabilities where there is uncertainty over a tax treatment. In particular, it discusses:
(1) how to determine the appropriate unit of account; (2) that the entity should assume a tax
authority will examine the uncertain tax treatments and have full knowledge of all related
information, i.e. that detection risk should be ignored; (3) that the entity should reflect the effect of
the uncertainty in its income tax accounting when it is not probable that the tax authorities will
accept the treatment, (4) that the impact of the uncertainty should be measured using either the
most likely amount or the expected value method, depending on which method better predicts the
resolution of the uncertainty, and (5) that the judgments and estimates made must be reassessed
whenever circumstances have changed or there is new information that affects the judgments.

Management assessed that this new interpretation would not affect their financial statements as it

has appropriately treated balances in determining their deferred and current income tax assets and
liabilities.

(35)



No other new standards, amendments to existing standards and interpretations that are effective
beginning on or after January 1, 2018 are expected to have a material impact on the Company’s
financial statements.

26.2 Cash

Cash include cash on hand and deposits held at call with banks. These are stated at face or nominal
value in the statement of financial position.

26.3 Receivables and deposits

Trade receivables are amounts due from customers for goods sold or services performed in the ordinary
course of business and have normal credit terms of 10 days, are initially and subsequently recorded at
fair value, less provision for impairment. Trade receivables related to concentrate and dore sales are
initially recorded at the amount of the provisional sales prices, and then revalued at the prevailing
commodity price at each reporting period until final settlement occurs. Changes in the fair value are
recognized within net sales and separately disclosed as provisional pricing gain or loss (Note 12).
Previously, these trade receivables are subsequently measured at amortized cost (Note 26.4).

Other receivables (Note 3) composed of due from related parties and advances to employees, and
deposits (Note 8) are initially recorded at fair value. These receivables are recorded with the objective
to collect the contractual cash flows and therefore the Company measures these subsequently at
amortized cost using the effective interest method. Any impairment is deducted to the carrying amount
of other receivables. These receivables generally arise from transactions partly within and partly
outside the usual operating activities of the Company. No changes were made in the classification and
measurement of other receivables upon adoption of PFRS g (Note 26.4).

Policy on impairment, applied as at January 1, 2018 and December 31, 2017, and other relevant policies
on receivables are disclosed in Note 26.4.1 and 26.4.2, respectively.

The carrying amount of the receivable is reduced through the use of an allowance account, and the
amount of loss is recognized within expenses in profit or loss. When a receivable remains uncollectible
after the Company has exerted all legal remedies, it is written off against the allowance account for
receivables. Ifin 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 (such as an improvement
in the debtor’s credit rating), the reversal of the previously recognized impairment loss is recognized in
profit or loss. Reversal of previously recorded impairment provision are based on the result of
management’s update assessment, considering the available facts and changes in circumstances,
including but not limited to results of recent discussions and arrangements entered into with customers
as to the recoverability of receivables at the end of the reporting period. Subsequent recoveries of
amounts previously written-off are credited to general and administrative expenses in profit or loss.

26.4 Financial instruments
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity of another entity. The Company recognizes a financial instrument in the statement of

financial position, when and only when, the Company becomes a party to the contractual provisions of
the instrument.
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26.4.1  Accounting policies applied starting January 1, 2018

Financial assets

(a) Classification

The Company classifies its financial assets in the following measurement categories:

o those to be measured subsequently at fair value through profit or loss, and
« those to be measured at amortized cost.

The Company does not hold any financial assets measured subsequently at fair value through other
comprehensive income (OCI). The classification depends on the entity’s business model for managing
the financial assets and the contractual terms of the cash flows.

For assets measured at fair value, gains and losses will either be recorded in profit or loss. Financial
assets measured at fair value include only trade receivables (Note 3), while financial assets at amortized
cost include cash (Note 2), due from related parties (Note 3), restricted cash (Note 8), and deposits
(Note 8).

The Company reclassifies debt investments when and only when its business model for managing those
assets changes.

(b) Recognition and derecognition

Regular way purchases and sales of financial assets are recognized on trade-date, the date on which the
group commits to purchase or sell the asset. Financial assets are derecognized when the rights to
receive cash flows from the financial assets have expired or have been transferred and the Company has
transferred substantially all the risks and rewards of ownership.

(e) Measurement

At initial recognition, the Company measures financial asset at its fair value plus, in the case of a
financial asset not at fair value through profit or loss (FVPL), transaction costs that are directly
attributable to the acquisition of the financial asset. Transaction costs of financial assets carried at
FVPL are expensed in profit or loss.

Financial assets with embedded derivatives are considered in their entirety when determining whether
their cash flows are solely payment of principal and interest. As at December 31, 2018 and 2017, the
Company only holds debt instrument financial assets.

Subsequent measurement of debt instruments depends on the Company’s business model for
managing the asset and the cash flow characteristics of the asset. There are two (2) measurement
categories into which the Company classifies its debt instruments:

e  Amortized cost: Assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest are measured at amortized cost. Interest
income from these financial assets is included in finance income using the effective interest rate
method. Any gain or loss arising on derecognition is recognized directly in profit or loss and
presented in other gains/(losses) together with foreign exchange gains and losses. Impairment
losses are presented as separate line item in the statement of total comprehensive income.
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» FVPL: Assets that do not meet the criteria for amortized cost or FVOCI are measured at FVPL.
A gain or loss on a debt instrument that is subsequently measured at FVPL is recognized in profit
or loss and presented net within net sales in the period in which it arises.

(d) Impairment

The Company’s financial assets that are subject to expected credit loss model (ECL) include financial
assets measured at FVPL and amortized cost. The Company applies the simplified approach in
determining the lifetime ECL for financial assets at FVPL and the 12-month ECL approach to measure
expected credit losses for financial asset at amortized cost. To measure the expected credit losses, the
financial assets have been grouped based on shared credit risk characteristics. The expected loss rates
are based on the qualitative and quantitative assessment for the grouped receivables. Inputs used in
determining the expected credit loss rates include the historical loss rates, reflecting current and
forward looking information on macroeconomic factors affecting the ability of the customers to settle
its obligation. The Company has identified that inflation and growth rate of the customers’ country of
origin is the most relevant macroeconomic factors that must be considered in calculating their expected
credit loss rate. Qualitatively, for financial assets at amortized cost, the Company assesses any changes
in the credit risk for the receivables to determine whether impairment should be measured using the
lifetime ECL. Changes in credit risk may include the following: significant financial difficulties of the
debtor, probability that the debtor will enter bankruptcy or financial reorganization, and default or
delinquency in payments are considered indicators that the receivable is impaired. In determining the
amount of provision, the expected credit loss rate is applied to the gross carrying amount of the
financial asset.

Financial liabilities
There were no changes on the policies for financial liabilities from January 1, 2018 onwards.
26.4.2  Accounting policies applied until December 31, 2017

Financial assets
(a) Classification

The Company classifies its financial assets in the following categories: at fair value through profit or
loss, loans and receivables, held-to-maturity investments and available-for-sale. The classification
depends on the purpose for which the financial assets were acquired. Management determines the
classification of its financial assets at initial recognition. The Company only has financial assets
classified as loans and receivables.

(i) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. These are included in current assets, except for maturities greater than
12 months after the reporting date. These are classified as non-current assets. The Company’s loans
and receivables comprise cash, receivables and other assets (excluding advances to suppliers,
contractors, and employees) and due from related parties (Notes 26.2, 26.3 and 26.21).
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(b) Recognition and measurement

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

Loans and receivables and other financial liabilities are initially recognized at fair value plus transaction
costs. Loans and receivables are subsequently carried at amortized cost using the effective interest
method. Interest income is recognized and presented in profit or loss in the period in which these arise.

(¢) Derecognition

Loans and receivables are derecognized when the rights to receive cash flows from the investments have
expired or have been transferred and the Company has transferred substantially all risks and rewards of
ownership.

(d) Impairment

The Company assesses at the end of each reporting period whether there is objective evidence that a
financial asset or group of financial assets is impaired. A financial asset or a group of financial assets is
impaired and impairment losses are incurred only if there is objective evidence of impairment as a
result of one or more events that occurred after the initial recognition of the asset (a loss event’) and
that loss event (or events) has an impact on the estimated future cash flows of the financial asset or
group of financial assets that can be reliably estimated.

The provision for impairment of loans and receivables is established when there is objective evidence
that the Company will not be able to collect all amounts due according to the original terms of the
receivables. Significant financial difficulties of the debtor, probability that the debtor will enter
bankruptey or financial reorganization, and default or delinquency in payments are considered
indicators that the receivable is impaired. The amount of the provision is the difference between the
asset’s carrying amount and the present value of estimated future cash flows (excluding future credit
losses that have not been incurred), discounted at the financial asset’s original effective interest rate.
The carrying amount of the asset is reduced and the amount of the loss is recognized in profit or loss.

Financial Liabilities

(a) Classification

The Company classifies its financial liabilities in the following categories: at fair value through profit or
loss and other financial liabilities at amortized cost. The Company only has financial liabilities
classified as other financial liabilities.

(i) Other financial liabilities

Issued financial instruments or their components, which are not designated at fair value through profit
or loss, are classified as other financial liabilities, where the substance of the contractual arrangement
results in the Company having an obligation either to deliver cash or another financial asset to the
holder. Other financial liabilities include trade payables and other current liabilities (excluding
balances payable to government agencies arising from withholding taxes and payroll deductions) and
due to related parties (Notes 26.12 and 26.21).

(39)



(b) Recognition and measurement

Other financial liabilities are subsequently carried at amortized cost using the effective interest method.
Interest expense is recognized and presented in profit or loss in the period in which these arise.

(e¢) Derecognition

A financial liability is derecognized when the obligation under the liability is discharged or cancelled, or
has expired.

Where an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and the recognition of a new liability,
and the difference in respective carrying amounts is recognized through profit or loss.

Offsetting

Financial assets and liabilities are offset and the net amount reported in the statement of financial
position when there is a legally enforceable right to offset the recognized amounts and there is an
intention to settle on a net basis, or realize the asset and settle the liability simultaneously. The legally
enforceable right must not be contingent on future events and must be enforceable in the normal
course of business and in the event of default, insolvency or bankruptey of the Company or the
counterparty. As at December 31, 2018 and 2017, there were no financial assets and liabilities which
are offset and presented as net in the statement of financial position.

26.5 Fair value measurement

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 Company classifies its 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:

quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);
e inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices) (Level 2); and
 inputs for the asset or liability that are not based on observable market data (that is, unobservable
inputs) (Level 3).

The appropriate level is determined on the basis of the lowest level input that is significant to the fair
value measurement.
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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. Note that under
PFRS 13, the use of bid and asking prices is still permitted but not required. These instruments are
included in Level 1.

The fair value of assets and liabilities that are not traded in an active market (for example, over-the-
counter derivatives) is determined by using valuation techniques. These valuation techniques
maximize 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 asset
or liability is included in Level 2. If one or more of the significant inputs is not based on observable
market data, the asset or liability is included in Level 3.

The Company uses valuation techniques that are appropriate in the circumstances and applies the
technique consistently. Commonly used valuation techniques are as follows:

¢ Market approach - A valuation technique that uses prices and other relevant information generated
by market transactions involving identical or comparable (i.e. similar) assets, liabilities or a group of
assets and liabilities, such as a business.

e Income approach - Valuation techniques that convert future amounts (e.g., cash flows or income
and expenses) to a single current (i.e., discounted) amount. The fair value measurement is
determined on the basis of the value indicated by the current market expectations about those future
amounts.

 Cost approach - A valuation technique that reflects the amount that would be required currently to
replace the service capacity of an asset (often referred to as current replacement cost).

As at December 31, 2018, trade reecivables at fair value through profit or loss is measured at fair value
under Level 1 as prices used in determining the gross carrying amount of receivable is based on the
prevailing commodity market price. As permitted by PFRS 9, the classification of this trade receivable
as at December 31, 2017 is not restated. Aside from this, the Company does not hold financial and non-
financial assets and liabilities at fair value as of December 31, 2018 and 2017.

26.6 Prepayments and other current assets

Prepayments are expenses paid in advance and recorded as asset before they are used or consumed, as
the service or benefit will be received in the future. These are carried at historical cost and are
recognized as expenses either with the passage of time or through use or consumption.

Input taxes, which represent value-added tax (V. AT) arising from purchases of goods and services, are
carried at cost and included as part of other non-current assets in the statement of financial position.
The account balance is presented net of applicable output VAT, or vice versa whichever is higher as at
reporting date. These may either be applied against future output tax liabilities or claimed for tax
credit or refund. The Company conducts regular assessment on the recoverability of the account
balance depending on how these are to be utilized. The amount of the loss is measured as the
difference between the asset’s carrying amount and estimated recoverable value. Impairment loss is
recognized through profit or loss and the carrying amount of the asset is reduced through the use of an
allowance. The Company directly recognizes in the profit or loss amounts that are disallowed for credit
or refund and those which are deemed immaterial for tax credit or refund application.
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26.7 Inventories

Inventories, which consist of dore gold, gold in-circuit, concentrates, ore stockpile, and consumables
and spares used in the Company’s operations, are stated at the lower of cost or net realizable value
(NRV). Inventories are presented as current when these are expected to be processed and sold within
12 months after the end of the reporting period. Otherwise, these are presented as non-current.

Cost of dore gold, gold in-circuit, concentrates, and ore stockpile is determined by the weighted average
method and comprises of direct costs and an appropriate portion of fixed and variable overhead costs
including depreciation and amortization. NRV of these inventories is the selling price in the ordinary
course of business less estimated costs of completion and other costs necessary to make the sale. In the
case of consumables and spares, NRV is the value of inventories when sold at the condition at the
reporting date or its estimated replacement cost.

Cost of consumables and spares is determined under the moving average method, and comprises the
invoice cost, freight, duties and taxes, and other costs incurred in bringing the inventories to their
present location and condition.

Inventories are derecognized either when used, sold or written-off. When inventories are used for
operations, the carrying amount of those inventories shall be recognized as an expense in the period in
which the related revenue is recognized. Prior to commencement of commercial operations, these are
charged and capitalized to mining assets under the statement of financial position to the extent that
these are related to development and commissioning activities.

Provision for impairment of inventories is set-up, if necessary, based on review of movements and
current condition of each inventory item. The cost of any write-down of inventory to NRV and all
losses of inventories shall be recognized through profit of loss in the period the write-down or loss
occurs. The cost of any reversal of any previous write-down shall be recognized as reduction in the
amount of inventory recognized as expense in the period in which the reversal occurs.

26.8 Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and
amortization, and impairment, if any. Historical cost includes expenditure that is directly attributable
to the acquisition of the items, which comprises its purchase price and any directly attributable costs of
bringing the asset to its working condition and location for its intended use.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the Company and the cost of the item can be measured reliably. All other repairs and maintenance are
charged to profit or loss in the statement of total comprehensive income during the financial period in
which these are incurred.

Construction-in-progress is stated at cost, which includes cost of construction, equipment and other
direct costs. Costs of assets under construction are accumulated in the accounts until these projects are
completed upon which these are classified to the appropriate property accounts. Construction-in-
progress is not depreciated and amortized until such time as the relevant assets are completed and put
into its intended use.
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Depreciation of property, p!al_:lt and equipment, excluding items presented under plant and equipment
and roads and dams and mining equipment, is calculated using the straight-line method to allocate
their cost to their residual values over their estimated useful lives (in years) as follows:

Leasehold improvements 3 or lease term, whichever is shorter
Office machinery and equipment 3
Vehicles 3
Furniture and fittings 3
Computer equipment and software 3
Buildings 16
Health, safety, and security equipment 3
Maintenance equipment 3

Plant and equipment, mining equipment and roads and dams are depreciated using the units of
production method based on estimated economically recoverable reserves to which these relate or
written off if the property is abandoned.

The assets’ residual values and estimated useful lives are reviewed periodically, and adjusted if
appropriate, at each reporting date.

An 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 (Note 26.11).

The carrying amount of an item of property, plant and equipment is derecognized on disposal; or when
no future economic benefits are expected from its disposal at which time the cost and related
accumulated depreciation and amortization are removed from the accounts.

Gain or loss arising on the disposal or retirement of an asset is determined as the difference between
the net sales proceeds and the carrying amount of the asset and is recognized in other income or
expense in the statement of total comprehensive income.

26.9 Mining assets
(a) Deferred exploration costs

Deferred exploration costs represent capitalized expenditures related to the acquisition and exploration
of mining properties. Exploration costs are stated at cost and are accumulated in respect of each
identifiable area of interest. Such costs are only carried forward to the extent that these are expected to
be recovered through the successful development of the area of interest (or alternatively by its sale), or
where activities in the area have not yet reached a stage which permits a reasonable assessment of the
existence or otherwise of economically recoverable resources, and active work is continuing.
Accumulated costs in relation to an abandoned area are written off against profit or loss in the
statement of total comprehensive income in the period in which the decision to abandon the area is
made. A regular review is undertaken of each area of interest to determine the appropriateness of
continuing to carry forward costs in relation to that area of interest.
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The Company classifies deferred exploration costs as tangible or intangible according to the nature of
the asset acquired or cost incurred and applies the classification consistently. Certain deferred
exploration costs are treated as intangible (e.g. license and legal fees), whereas others are tangible (e.g.
vehicles). To the extent that a tangible asset is consumed in developing an intangible asset, the amount
reflecting that consumption is part of the cost of the intangible asset. However, using a tangible asset
to develop an intangible asset does not change a tangible asset into an intangible asset. Deferred
exploration costs are recognized and reclassified to deferred development costs when the technical
feasibility and commercial viability of extracting the resources are demonstrable. Deferred exploration
costs are only assessed for impairment and not subjected to depreciation and amortization before
reclassification.

(b) Deferred development costs

Deferred development costs pertain to capitalized expenditures incurred to prove technical feasibility
and commercial viability of any resources found and to develop ore bodies. Development costs are
stated at cost and are capitalized to the extent that these are directly attributable to an area of interest or
those that can be reasonably allocated to an area of interest, which may include costs directly related to
bringing assets to the location and condition for intended use and costs incurred, net of any revenue
generated, during the commissioning period. These costs are capitalized until assets are already available
for use or when the Company has already achieved commercial levels of production.

The carrying value of deferred development costs represents total expenditures incurred to date net of
revenue from saleable material recognized during the pre-commercial production peried, if any.
Deduction is only appropriate if it can clearly be shown that the production of the saleable material is
directly attributable to bringing the asset to the condition necessary for it to be capable of operating in
the manner intended by management.

Commercial production is deemed to have commenced when management determines that the
completion of operational commissioning of major mine and plant components is completed, operating
results are being achieved consistently for a period of time and that there are indicators that these
operating results will be continued. Mine development costs incurred to maintain current production
are included in operations.

(¢) Mine and mining properties in production

Upon commencement of commercial production, deferred development costs are capitalized as part of
mine and mining properties in production. These costs are subject to depletion or amortization, which
are computed using the units of production method based on proven and probable reserves.

(d) Asset retirement obligation

Asset retirement obligation (ARO) represents the net present value of obligations associated with the
retirement of property, plant and equipment that resulted from acquisition, construction or
development and the normal operation of property, plant and equipment. ARO is recognized as part of
the cost of the related property, plant and equipment or mine and mining properties in production in
the period when a legal or constructive obligation is established provided that best estimate can be
made. ARO is derecognized when the related asset has been retired or disposed of.
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(e) Impairment review

The Company reviews and evaluates its mining assets when events or changes in circumstances
indicate that the related carrying amounts may not be recoverable. The recoverability of these
capitalized costs is dependent upon the existence of economically recoverable reserves, the ability of the
Company to obtain the necessary financing to complete their exploration and development, and upon
future profitable production.

An impairment loss is recognized for the amount by which the asset’s carrying amount exceeds its
recoverable amount which is the higher of an asset’s fair value less costs to sell, if available, and value in
use, and is recognized through profit or loss. To the extent that impairment occurs, the excess is fully
provided in the financial period in which this is determined. Value in use is calculated based on
discounted future net cash flows for properties in which a mineral resource has been identified using
estimated future production, commodity prices, operating and capital costs and reclamation and
closure costs. Value in use for deferred exploration costs is estimated by reference to the timing of
exploration or/and development work, work programs proposed, the exploration results achieved to
date and the likely proceeds receivable if the Company sold specific properties to third parties.

26.11 Impairment of non-financial assets

Assets that are subject to amortization or depreciation are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. Assets that are not
subject to amortization are reviewed for impairment annually. An impairment loss is recognized for
the amount by which the asset’s carrying amount exceeds its recoverable amount which is the higher of
an asset’s fair value less costs to sell and value in use. For the purpose of assessing impairment, assets
are grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating
units). Non-financial assets other than goodwill that suffered an impairment are reviewed for possible
reversal of the impairment at each reporting date.

26.12 Trade payables and other current liabilities

Trade payables and other current liabilities are recognized in the period in which the related money,
goods or services are received or when a legally enforceable claim against the Company is established.
These are classified as current liabilities if payment is due within one year or less. If not, these are
presented as non-current liabilities.

26.13 Borrowings and borrowing costs

Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are
subsequently carried at amortized cost; any difference between the proceeds (net of transaction costs)
and the redemption value is recognized through profit or loss as finance cost over the period of the
borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are recognized as transaction costs of the loan to the
extent that it is probable that some or all of the facility will be drawn down. In this case, the fee is
deferred until the draw-down occurs. To the extent there is no evidence that it is probable that some or
all of the facility will be drawn down, the fee is capitalized as a pre-payment for liquidity services and
amortized over the period of the facility to which it relates.
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General and specific borrowing costs directly attributable to the acquisition, construction or production
of qualifying assets, which are assets that necessarily take a substantial period of time to get ready for
their intended use or sale, are added to the cost of those assets, until such time as the assets are
substantially ready for their intended use or sale. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalization.

All other borrowing costs are recognized as finance cost in the statement of total comprehensive
income in the period in which these are incurred.

26.14 Provisions

Provisions are recognized when: (a) the Company has a present legal or constructive obligation as a
result of past events; (b) is probable that an outflow of resources will be required to settle the
obligation; and (c) the amount has been reliably estimated. Provisions are not recognized for future
operating losses.

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 derecognized when the obligation is settled, cancelled or has
expired.

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 passage of time is recognized as
accretion expense in the statement of total comprehensive income.

The Company recognizes the estimated costs of mine rehabilitation, which includes among others,
reforestation of the areas disturbed during development stage and commercial operations,
maintenance and monitoring, land reclamation, decommissioning and dismantling of production
facilities, and employee and other social costs including residual care, if necessary. The provision is
discounted where material and the unwinding of the discount is recognized as accretion expense in the
statement of total comprehensive income. At the time of establishing the provision, the corresponding
asset is capitalized as where it gives rise to a future benefit and depreciated/amortized over future
production from the mine to which it relates. Costs attributed to actual decommissioning/dismantling
and restoration/reforestation are capitalized as part of mine and mining properties in production upon
commencement of commercial operations.

Changes in the measurement of the estimated costs of mine rehabilitation which results from changes
in the estimated timing or amount of the outflow of resources embodying economic benefits required to
settle the obligation, or a change in the discount rate, is accounted for as an addition or deduction to
the provision recorded and to the cost of rehabilitation asset recognized as part of mining assets to the
extent that the addition does not exceed its carrying amount. If a decrease in the provision exceeds the
carrying amount of the asset, the excess will be recognised as part of general and administrative
expenses in the statement of total comprehensive income. If the adjustment results in an addition to
the cost of an asset, the Company considers whether this is an indication that the new carrying amount
of the asset may not be fully recoverable and must be accounted for under the impairment criteria
discussed in Note 26.11.
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26.15 Current and deferred income tax

The provision for income tax for the period comprises current and deferred tax. Tax is recognized in
profit or loss, except to the extent that that it relates to items recognized in other comprehensive income.
In this case, the tax is also recognized in other comprehensive income or directly in equity, respectively.

Current provision for income tax is calculated on the basis of the tax laws enacted or substantively
enacted at the reporting date. Management periodically evaluates positions taken in tax returns with
respect to situations in which applicable tax regulation is subject to interpretation and establishes
provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial statements.
However, the deferred income tax is not accounted for if it arises from initial recognition of an asset or
liability in a transaction other than a business combination that at the time of the transaction affects
neither accounting nor taxable profit nor loss. Deferred income tax is determined using tax rates (and
laws) that have been enacted or substantively enacted by the reporting date and are expected to apply
when the related deferred income tax asset is realized or the deferred income tax liability is settled.

Deferred income tax assets are recognized for all deductible temporary differences, carry-forward of
unused tax losses (net operating loss carryover or NOLCO) and unused tax credits (excess minimum
corporate income tax or MCIT) to the extent that it is probable that future taxable profit will be
available against which the temporary differences can be utilized. Deferred income tax liabilities are
recognized in full for all taxable temporary differences, except to the extent that the deferred tax
liability arises from the initial recognition of goodwill.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets against current tax liabilities and when the deferred income taxes assets and
liabilities relate to income taxes levied by the same taxation authority where there is an intention to
settle the balances on a net basis.

The Company reassesses at each reporting date the need to recognize a previously unrecognized
deferred income tax asset.

Deferred income tax assets and liabilities are derecognized when the relevant temporary differences are
realized/settled or recoverability is no longer probable.

26.16 Share capital

The Company’s share capital is composed of common shares with par value. The amount of proceeds
from the issuance or sale of common shares representing the aggregate par value is credited to share
capital. Proceeds in excess of the aggregate par value of common shares, if any, are credited to share
premium. After initial measurement, share capital and share premium are carried at historical cost
and are classified as equity in the statement of financial position.

Incremental costs directly attributable to the issuance of new shares or options are shown in equity as a
deduction from the proceeds, net of tax.
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26.17 Revenue, cost and expense recognition
26.17.1 Accounting policies applied starting January 1, 2018
(a) Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
Company and revenue can be reliably measured. The following specific recognition criteria must also
be met before revenue is recognised:

Bullion sales

Revenue from sale of gold is recognized when there has been a tranfer of control to the customer, which
means the following:

The quantity and quality of the product can be determined with reasonable accuracy;

The product has been delivered and is no longer under the physical control of the Company (or title
has earlier passed to the customer);

The selling price is determinable;

It is probable that the economic benefits associated with the transaction will flow to the Company;
The costs incurred or to be incurred in respect of the transaction are determinable; and

The product has been dispatched to the customer and is no longer under the physical control of the
Company.

The method of the transfer of control depends on who is the final customer. When these are sold to the
Refiner (Note 20), control is transferred if the gold bullion is dispatched from the Company’s premises.
For all other customers, control is transferred after an agreement is reached to transfer ownership.

Concentrate sales

The Company recognises the sale of gold, copper and silver concentrate when control is transferred to
the buyer. Revenue is recorded under these contracts using forward market gold, copper and silver
prices on the expected date that the final sales prices will be fixed based on an agreed quotational
period. Variations between the price recorded and the actual final price set are caused by changes in
market prices and result in an embedded derivative in accounts receivable. The embedded derivative is
recorded at fair value each period until final settlement occurs. The changes in fair value of this
embedded derivative are classified as provisional price adjustments. The provisional price adjustments
are charged against revenue in the statement of comprehensive income. Changes in the fair value over
the quotational period and up until final settlement are calculated by reference to forward market
prices.

Pre commercial production sales and other income

There were no changes on the policies on pre-commercial production sales and other income from
January 1, 2018 onwards.

(b) Costs and expenses

There were no changes on the policies on costs and expenses from January 1, 2018 onwards.
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26.17.2 Accounting policies applied until December 31, 2017
(a) Revenue

The Company recognizes revenue when the amount of revenue can be reliably measured, it is possible
that future economic benefits will flow into the entity and specific criteria have been met. The
following are the varying components of revenue:

(i) Sale of dore gold and metal concentrates

Revenue is recognized when the risk and reward of ownership has passed from the Company to an
external party and the selling price can be determined with reasonable accuracy. Revenue is measured
at the fair value of the consideration received, net of treatment and refining charges.

Bullion sales

Revenue from sale of gold is recognized when there has been a passing of the significant risks and
rewards of ownership, which means the following:

¢  The quantity and quality of the product can be determined with reasonable accuracy;

o The product has been delivered and is no longer under the physical control of the Company (or title
has earlier passed to the customer);

o The selling price is determinable;

o It 1ds probable that the economic benefits associated with the transaction will flow to the Company;
an

e The costs incurred or to be incurred in respect of the transaction are determinable.

Concentrate sales

Sale of metal concentrates is recognized when (a) the products passed on to the buyer at the ship’s rail,
and (b) collectibility of the related receivables is reasonably assured. Sales prices are provisionally set
on a specified future date based on market prices. Revenue is recorded under these contracts using
forward market gold, copper and silver prices on the expected date that the final sales prices will be
fixed based on an agreed quotational period. Variations between the price recorded and the actual final
price set are caused by changes in market prices and are recognized as provisional price adjustments
and included in revenue in the statement of total comprehensive income. Changes in the fair value over
the quotational period and up until final settlement are estimated by reference to forward market
prices.

(ii) Pre-commercial production sales

Sales during the commissioning phase are treated as pre-production income and credited to capitalized
development costs under mining assets in the statement of financial position.

(iii) Other income

Interest income is recognized on a time-proportion basis using the effective interest method. Other
income is recognized when earned or realized.
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(b) Costs and expenses
Costs and expenses are charged to operations when incurred.
26.18 Leases - Company as lessee

Leases ir} which a signiﬁcant portion of the risks and rewards of ownership are retained by the lessor
are q!assfﬁed as operating leases. Payments made under operating leases (net of any incentives
received from the lessor) are charged to profit or loss on a straight-line basis over the period of the
lease.

When the Company enters into an arrangement comprising a transaction or a series of related
transactions that does not take the legal form of a lease but conveys the right to use an asset or is
dependent on the use of a specific asset or assets, the Company assesses whether the arrangement is, or
contains, a lease.

26.19 Foreign currency transactions and translation
(a) Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of the
primary economic environment in which the Company operates (the functional currency). The financial
statements are presented in U.S. Dollar which is the functional and presentation currency of the
Company.

(b) Transactions and balances

Foreign currency transactions are translated into functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognized through profit or loss.

26.20 Employee benefits

(a) Pension benefits

The Company maintains a funded defined benefit retirement plan which defines an amount of
retirement benefit that an employee will receive on retirement, usually dependent on certain factors such
as age, years of credited service, and compensation.

The liability recognized in the statement of financial position in respect of the defined benefit
retirement plan is the present value of the defined benefit obligation at the reporting date less the fair
value of plan assets. In cases when the amount determined results in a surplus (being an excess of the
fair value of the plan assets over the present value of the defined benefit obligation), the Company
measures the resulting asset at the lower of (a) such amount determined, and (b) the present value of
any economic benefits available in the form of refunds or reduction in future contributions to the plan.
The defined benefit obligation is calculated on a regular periodic basis by an independent actuary using
the “projected unit credit cost” method.
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The present value of the defined benefit obligation is determined by discounting the estimated future
cash outflows using interest rates of government bonds that are denominated in the currency in which
the benefits will be paid, and that have terms to maturity which approximate the terms of the related
retirement obligation.

Remeasurements arising from experience adjustments and changes in actuarial assumptions are
recognized in other comprehensive income during the period in which these arise.

Past-service costs are recognized immediately in profit or loss.

The net interest cost is calculated by applying the discount rate to the net balance of the defined benefit
obligation and the fair value of the plan assets. This cost is charged to profit or loss.

(b) Short term employee benefits

The Company recognizes a liability and an expense for short-term employee benefits which include
salaries, social security contributions, paid sick and vacation leaves, and bonuses. Bonuses are based
on a formula that takes into consideration the profit attributable to the Company’s shareholders after
certain adjustments. The Company recognizes a provision where contractually obliged or where there
is a past practice that has created a constructive obligation.

(c) Termination benefits

Termination benefits are payable when employment is terminated by the Company before the normal
retirement date, or whenever an employee accepts voluntary redundancy in exchange for these benefits.
The Company recognizes termination benefits at the earlier of the following dates: (a) when the
Company can no longer withdraw the offer of those benefits; and (b) when the entity recognizes costs for
a restructuring that is within the scope of PAS 37 and involves the payment of termination benefits. In
the case of an offer made to encourage voluntary redundancy, the termination benefits are measured
based on the number of emplovees expected to accept the offer. Benefits falling due more than 12
months after the end of the reporting period are discounted to their present value.

26.21 Related party relationships and transactions

Related party relationship exists 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 relationship also exists between and/or among
entities, which are under common control with the reporting enterprise, or between and/or among the
reporting enterprises and its key management personnel, directors, or its shareholder. In considering
each related party relationship, attention is directed to the substance of the relationship, and not
merely the legal form.

Related party transaction is a transfer of resources, services or obligations between a reporting entity
and a related party, regardless of whether a price is charged.

26.22 Contingencies
Contingent liabilities are not recognized in the financial statements. These are disclosed unless the

possibility of an outflow of resources embodying economic benefits is remote. A contingent asset is not
recognized in the financial statements but disclosed when an inflow of economic benefits is probable.
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Contingent assets are assessed continually to ensure the developments are appropriately reflected in
the financial statements. If it becomes virtually certain that an inflow of economic benefits will arise,
the asset and the related income are recognized in the financial statements.

26.23 Reclassification

A portion of the ore stockpile inventory reported in the statement of financial position as at December
31, 2017 was classified as non-current to align with the Company’s mine plan and conform with the
current year’s presentation. This change neither resulted in adjustments to the amounts previously
reported on total assets, net income and in the presentation in the statement of cash flows.

26.24 Subsequent events

Post year-end events that provide additional information about the Company’s position at the reporting
date (adjusting events) are reflected in the financial statements. Post year-end events that are not
adjusting events are disclosed in the notes to the financial statements when material.

Note 27 - Supplementary information required by the BIR

The following information is presented for purposes of filing with BIR Revenue Regulation No. 15-2010
and is not a required part of the basic financial statements. All amounts are in Philippine Peso.

(a) Output VAT

For the year, the Company declared zero-rated VAT sales amounting to P12,391,711,706. The Company
also reported VAT from the sale of scrap and certain items of property, plant and equipment and
mining assets amounting to P8,409,312.

(b) Input VAT

Movement in input VAT for the year ended December 31, 2018 are as follows:

Beginning balance 448,810,352
Goods other than for resale or manufacturer 87,759,905
536,570,257
Claims for tax credit (152,607,452)
Other adjustments 82,016,492
Total input VAT 466,079,297

(c) Importations

The total landed costs of imports and the amount of customs duties and tariff fees paid and accrued for
the year ended December 31, 2018 are as follows:

Landed cost of imports 731,332,542
Customs duties and tariff fees 38,553,108
769,885,648
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(d) Excise tax

For the year ended December 31, 2018, the Company paid excise taxes amounting to P524,926,560
(2017 - P297,766,611). In compliance with Court of Tax Appeals (CTA) Notice of Resolution dated
July 3, 2014, the Company posted a surety bond in the amount of P286.1 million, which shall suspend
the payment of excise tax without prejudice to the final outcome of outstanding case at the CTA.

(e) Documentary stamp tax

For the year ended December 31, 2018, the Company did not incur any payment for documentary
stamp taxes.

(f) All other local and national taxes

All other local and national taxes paid and accrued for the year ended December 31, 2018 and lodged
under general and administrative expenses in the statement of total comprehensive income consist of:

Local business tax 248,435,754
Real property tax 45,413,813
Mayor's permit 70,270
Community tax 21,000
Permit fees and other taxes 4,125,260

298,066,097

(g) Withholding taxes

Withholding taxes paid and acerued and/or withheld for the year ended December 31, 2018 consist of:

Paid Accrued Total
Withholding tax on compensation 205,812,646 13,340,855 219,153,501
Expanded withholding tax 86,143,675 6,227,606 92,371,281
Fringe withholding tax 18,769,535 - 18,769,535
Final withholding tax 8,664,915 132,076,838 140,741,753

319,390,771  151,645289 471,036,070

(h) Tax assessments and cases

In 2018, the Company received a notice of informal conference from the BIR for taxes paid on taxable year
2015. The Company settled this deficiency tax claims on November 29, 2018 amounting to PhP13.1 million.

Apart from the tax assessment above, the Company is a party to outstanding litigation proceedings or
assessments, which pertain to, among others, real property, VAT and excise taxes (Note 21).
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OceanaGold (Philippines), Inc.

2 Floor, CJV Building, 108 Aguirre Street

Legaspi Village, Makati City

Schedule of Philippine Financial Reporting Standards effective as at

December 31, 2018

The following table summarizes the effective standards, amendments and interpretations to existing

standards as at December 31, 2018:

Adopted

Not
Adopted

Not
Applicable

Framework for the Preparation and Presentation of
Financial Statements

Conceptual Framework Phase A: Objectives and qualitative
characteristics

PFRSs Practice Statement Management Commentary

Philippine Financial Reporting Standards

PFRS 1 First-time Adoption of Philippine Financial
(Revised)® Reporting Standards

Amendments to PFRS 1 and PAS 27: Cost of an
Investment in a Subsidiary, Jointly Controlled
Entity or Associate .

Amendment to PFRS 1: Limited Exemption from
Comparative PFRS 7 Disclosures for First-time
Adopters

Amendments to PFRS 1: Severe Hyperinflation
and Removal of Fixed Date for First-time Adopters

Amendments to PFRS 1: Government Loans

PFRS 2 Share-based Payment

Amendments to PFRS 2: Vesting Conditions and
Cancellations

Amendments to PFRS 2: Group Cash-settled
Share-based Payment Transactions

Amendments to PFRS 2: Classification and
Measurement of Share-based Payment
Transactions

PFRS 3 Business Combinations

(Revised)

Amendments to PFRS 3: Definition of a business*




Investment Entities

Not Not
Adopted |Adopted | Applicable
PFRS g4 Insurance Contracts v
Amendments to PAS 39 and PFRS 4: Financial
Guarantee Contracts v
Amendments to PFRS 4: Applying PFRS g,
Financial Instruments with PFRS 4, Insurance
Contracts v
PFRS 5 Non-current Assets Held for Sale and
Discontinued Operations v
PFRS 6 Exploration for and Evaluation of Mineral
Resources 7
PFRS 7 Financial Instruments: Disclosures v
Amendments to PAS 39 and PFRS 7:
Reclassification of Financial Assets v
Amendments to PAS 39 and PFRS 7:
Reclassification of Financial Assets - Effective Date
and Transition v
Amendments to PFRS 7: Improving Disclosures
about Financial Instruments v
Amendments to PFRS 7: Disclosures - Transfers of
Financial Assets v
Amendments to PFRS 7: Disclosures - Offsetting
Financial Assets and Financial Liabilities v
Amendments to PFRS g, PFRS 7 and PAS 39:
Hedge Accounting v
Amendments to PFRS 9 and PFRS 7: Mandatory
Effective Date and Transition Disclosures v
PFRS 8 Operating Segments v
PFRS 9 Financial Instruments v
Amendments to PFRS 9, PFRS 7 and PAS 39:
Hedge Accounting v
Amendments to PFRS g and PFRS 7: Mandatory
Effective Date and Transition Disclosures v
Amendments to PFRS g9: Prepayment Features
with Negative Compensation* v
PFRS 10 Consolidated Financial Statements v
Amendments to PFRS 10, PFRS 12 and PAS 28:
Application of the Consolidation Exception for
v
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Adopted

Not
Adopted

Not
Applicable

Amendments to PFRS 10 and PAS 28: Sale or
Contribution of Assets between an Investor and its
Associate or Joint Venture*

PFRS 11

Joint Arrangements

Amendments to PFRS 11: Acquisition of an
Interest in a Joint Operation

PFRS 12

Disclosure of Interests in Other Entities

Amendments to PFRS 10, PFRS 12 and PAS 28:
Application of the Consolidation Exception for
Investment Entities

PFRS 13

Fair Value Measurement

PFRS 14

Regulatory Deferral Accounts

PFRS 15

Revenue from Contracts with Customers

Amendments to PFRS 15: Clarifications to PFRS 15

PFRS 16

Leases™

PFRS 17

Insurance contracts®

Philippine Accounting Standards

PAS 1
(Revised)

Presentation of Financial Statements

Amendment to PAS 1: Capital Disclosures

Amendments to PAS 32 and PAS 1: Puttable
Financial Instruments and Obligations Arising on
Liquidation

Amendments to PAS 1: Presentation of Items of
Other Comprehensive Income

Amendments to PAS 1: Disclosure Initiative

Amendments to PAS 1 and PAS: Definition of
material*

PAS 2

Inventories

PAS 7

Statement of Cash Flows

Amendments to PAS 7: Disclosure Initiative

PAS 8

Accounting Policies, Changes in Accounting
Estimates and Errors

Amendments to PAS 1 and PAS: Definition of
material®

PAS 10

Events after the Reporting Period
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Not Not
Adopted | Adopted | Applicable
PAS 12 Income Taxes v
Amendment to PAS 16 - Deferred Tax: Recovery of
Underlying Assets v
Amendments to PAS 12: Recognition of Deferred
Tax Assets for Unrealized Losses v
PAS 16 Property, Plant and Equipment v
Amendments to PAS 16 and PAS 38: Acceptable
Methods of Depreciation and Amortization v
Amendments to PAS 16 and PAS 41: Bearer Plants 4
PAS 17 Leases v
PAS 19 Employee Benefits
[Rexized) Amendments to PAS 19: Contributions from
Employees or Third Parties v
Amendments to PAS 19: Plan Settlement,
Curtailment or Settlement* v
PAS 20 Accounting for Government Grants and Disclosure
of Government Assistance v
PAS 21 The Effects of Changes in Foreign Exchange Rates v
Amendment to PAS 21: Net Investment in a
Foreign Operation v
PAS 23 Borrowing Costs
(Revised) &
PAS 24 Related Party Disclosures
(Revised) v
PAS 26 Accounting and Reporting by Retirement Benefit
Plans v
PAS 27 Separate Financial Statements
(Revised) Amendments to PAS 27: Use of Equity Method in
Separate Financial Statements
PAS 28 Investments in Associates and Joint Ventures
(Revised) Amendments of PFRS 10, PFRS 12 and PAS 28:
Application of the Consolidation Exception for
Investment Entities ¥
Amendments to PFRS 10 and PAS 28: Sale or
Contributions of Assets between an Investor and
v

its Associate or Joint Venture

(4)




Adopted

Not
Adopted

Not
Applicable

Amendment to PAS 28: Measuring an associate or
joint venture at fair value

v

Amendments to PAS 28: Long-term Interests in
Associates and Joint Ventures*

v(

PAS 29

Financial Reporting in Hyperinflationary
Economies

PAS 32

Financial Instruments: Presentation

Amendments to PAS 32 and PAS 1: Puttable
Financial Instruments and Obligations Arising on
Liquidation

Amendment to PAS 32: Classification of Rights
Issues

Amendments to PAS 32: Offsetting Financial
Assets and Financial Liabilities

PAS 33

Earnings per Share

PAS 34

Interim Financial Reporting

PAS 36

Impairment of Assets

Amendment to PAS 36: Recoverable Amount
Disclosures

PAS 37

Provisions, Contingent Liabilities and Contingent
Assets

PAS 38

Intangible Assets

Amendments to PAS 16 and PAS 38: Acceptable
Methods of Depreciation and Amortization

PAS 40

Investment Property

Amendment to PAS 40: Transfers of Investment
Property

PAS 41

Agriculture

Amendments to PAS 16 and PAS 41: Bearer Plants

Philippine Interpretations

IFRIC 1

Changes in Existing Decommissioning,
Restoration and Similar Liabilities

IFRIC 2

Members' Share in Co-operative Entities and
Similar Instruments

IFRIC 4

Determining Whether an Arrangement Contains a
Lease
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Not Not
Adopted [Adopted | Applicable

IFRIC 5 Rights to Interests arising from Decommissioning,

Restoration and Environmental Rehabilitation

Funds v
IFRIC 6 Liabilities arising from Participating in a Specific

Market - Waste Electrical and Electronic

Equipment v
IFRIC 7 Applying the Restatement Approach under PAS 29

Financial Reporting in Hyperinflationary

Economies v
IFRIC 10 Interim Financial Reporting and Impairment
IFRIC 12 Service Concession Arrangements v
IFRIC 14 The Limit on a Defined Benefit Asset, Minimum

Funding Requirements and their Interaction v

Amendments to IFRIC 14: Prepayments of a

Minimum Funding Requirement v
IFRIC 16 Hedges of a Net Investment in a Foreign

Operation ¥
IFRIC 17 Distributions of Non-cash Assets to Owners
IFRIC 18 Transfers of Assets from Customers v
IFRIC 19 Extinguishing Financial Liabilities with Equity

Instruments v
IFRIC 20 Stripping Costs in the Production Phase of a

Surface Mine
IFRIC 21 Levies v
IFRIC 22 Foreign Currency Transactions and Advance

Consideration id
IFRIC 23 Uncertainty over Income Tax Treatments* v
SIC-7 Introduction of the Euro v
SIC-10 Government Assistance - No Specific Relation to

Operating Activities v
SIC-15 Operating Leases - Incentives v
SIC-25 Income Taxes - Changes in the Tax Status of an

Entity or its Shareholders 4
SIC-27 Evaluating the Substance of Transactions

Involving the Legal Form of a Lease
SIC-29 Service Concession Arrangements: Disclosures v
SIC-32 Intangible Assets - Web Site Costs

(6)




The standards, amendments and interpretations to existing standards marked with an asterisk (*)
have been issued but are not yet effective for the December 31, 2018 financial statements. Unless
otherwise stated, these standards, amendments and interpretations have not been early adopted.

The standards, amendments and interpretations to existing standards that are labeled as “Not

Applicable” are already effective as at December 31, 2018 but are currently not relevant to the
Company because it has currently no related transaction.
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OceanaGold (Philippines), Inc.

Reconciliation of Retained Earnings
As at December 31, 2018
(All amounts in U.S Dollar)

ANNEX 68-C

Unappropriated retained earnings, based on audited financial
statements, beginning

Add: Net income actually earned/realized during the period
Less: Non-actual/unrealized income net of tax
Equity in net income of associate/joint venture

Unrealized foreign exchange gain (except those attributable
to cash and cash equivalents)

Unrealized actuarial gain

Fair value adjustment
Fair value adjustment of investment property resulting to gain

Adjustment due to deviation from PFRS/GAAP - gain

Other unrealized gains or adjustments to the retained earnings as a
result of certain transactions accounted for under PFRS

14,829,689

(335,011)

531,469,377

Sub-total

14,494 678

Add: Non actual losses
Depreciation on revaluation in revaluation increment (after tax)
Adjustment due to deviation from PFRS/GAAP - loss
Loss on fair value adjustment of investment property (after tax)

Net income actually earned during the period

14,494 678

Add (Less):
Dividend declarations during the year
Appropriations of retained earnings during the year
Reversals of appropriations
Effects of prior period adjustments/ Impact of business combination
Treasury shares
Accumulated share in income of an associate

Unappropriated retained earnings available for dividend
- declaration

545,964,055




