
Republic of the Philippines
COMMISSION ON AUDIT

Commonwealth Avenue, Quezon City

CORPORATE GOVERNMENT SECTOR
Cluster 5 - Agricultural and Natural Resources

August 19,2020

Atty. ALBERTO B. SIPACO, JR.
Chairman of the Board, President and Chief Executive Officer
Philippine Mining Development Corporation
Unit 3001-B West Tower
Philippine Stock Exchange Centre
Exchange Road, Ortigas Center, Pasig City

Dear Mr. Sipaco:

Pursuant to Section 2, Article lX-D of the Philippine Constitution and Section 43 of
Presidential Decree (PD) No. 1445, othenrise known as the Government Auditing Code
of the Philippines, we transmit herewith our Report on the results of the audit of the
accounts and transactions of the Philippine Mining Development Corporation (PMDC)
for the years ended December 31,2019 and 2018.

The report consists of the Independent Auditor's Report, the Audited Financial
Statements and the Observations and Recommendations, the Status of lmplementation
of Prior Years' Recommendations, and Annex.

We rendered an unqualified opinion on the fairness of the presentation of the financial
statements.

The other significant audit observations and recommendations that need immediate
actions are as follows:

1. The propriety of the payments of subsistence allowance and incidental expenses
to the Citizens Armed Forces Geographical Unit Active Auxiliary Company ll (CAAC ll)
of P0.769 million and payments to Professional hired under Individual Contract of
Service of P0.630 million were not established due to incomplete supporting documents,
contrary to Section 4(6) and 4(7) ot PD No. 1445.

1.1 We recommended that Management:

a. Strictly comply with Section a(6) and (7) of PD No. 1445 and ensure that
all disbursements are completely supported with documentary requirements

ffi@L#i)



prescribed in COA Circular No. 2012-001 to establish their compliance with
laws and regulations; and

b. Require the concerned officials tb immediately submit the
lacking/appropriate documents for review to establish propriety of the payment
of CAAC ll related expenses and remuneration to the Chemical Engineer hired
under Individual Contract of Service.

2. The specific activities identified in the CY 2019 Gender and Development (GAD)
Plan and Budget (GPB) of P2.200 million endorsed by Philippine Commission on
Women (PCW) were not implemented, instead different activities in the total amount of
P13.455 million were undertaken. Moreover, the revised GAD allocated/attributed
budget of P 13.540 million and the revised CY 2019 GAD Accomplishment Report (AR)
was not yet reviewed/approved by the PCW, hence, the alignment of the GAD activities
conducted/attributed during the year with the gender issues identifies in the Philippine
Plan for Gender-Responsive Development (PPGD), 1995-2025, and had contributed in
responding to the gender issues of the PMDC and its clients was not ascertained. Also,
compliance of the GAD allocated budget with the five per cent of the COB prescribed by
PCW-National Economic and Development Authority (NEDA)-Department of Budget and
Management (DBM) Joint Circular No. 2012-01was not established.

2.2 We recommended that Management:

a. Prepare and submit GPB in accordance with the PCW-NEDA-DBM Joint
Circular No.2012-01 and PCW's MCs issued annually prescribing guidelines on
the preparation and submission of GPB and AR, specifically the assessment of
gender responsiveness of the Programs/Projects which could be attributed to
GAD activities to ensure that: (i) no major revision in the approved GPB would be
made; and (ii) the Corporation was compliant with the requirement that GAD
budget be five per cent of the COB and;

b. Henceforth, implement only GAD activities that were included in the GPB
duly reviewed and endorsed by the PCW, to ensure that the GAD budget and
expenditures are properly used in addressing gender issues towards the
realization of the country's commitments on women's empowerment, gender
equality.

The audit observations together with the recommended courses of action, which were
discussed by the Audit Team with concerned Management officials and staff during the
exit conference conducted on July 23, 2020, are discussed in detail in Part ll of the
Report. We also invite your attention to the prior years' unimplemented and partially
implemented audit recommendations embodied in Part lll of the Report.

We respectfully request that the recommendations contained in Part ll of the Report be
implemented and that this Commission be informed of the actions taken thereon by

accomplishing the Agency Action Plan and Status of lmplementation Form (copy
attached) and returning the same to us within 60 days from the date of receipt hereof.
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We acknowledge the support and cooperation that Management extended to the Audit
Team, thus facilitating the completion of the report.

Very truly yours,

COMMISSION ON AUDIT

By:

Al.'#'!r f
MARYd'ADELINO
Director lV
Cluster Director

Copy furnished:

The President of the Republic of the Philippines
The Vice President
The President of the Senafe
The Speaker of the House of Representatives
The Chairperson - Senafe Finance Committee
The Chairperson - Appropriations Commiftee
The Secretary of the Department of Budget and Management
The Bureau of the Treasury
The Govemance Commission for Government-Owned or Controlled Corporations
The Presidential Commission on Good Government
The NationalLibrary
The UP Law Center



..1

(Name of Agency and Address)

AGENCYACTION PLAN ANd
STATUS of IMPLEMENTATION

Audit Observations and Recommendations
For the Galendar Year 20xx

As of

Agency signdf:

Nanre and Position of Agercy Ofrkrr Dale

Nde: Stdu3 of lmpbmenteton may eatl:r be (.1 tully lmplerEnted, (b) Ongolng, (c, l,lot lndernente4 (d) Padidly lnplemented, or (e) DeLyed

Ref Audlt Observations Audlt Recommendatiom

Aoencv Ac'tlon PIan

S-tgtuc of
lmolementaffon

Reasonr ior
PartialrDelayrNon-
lmplement tbn, it

aoolicable

Action
TakeorAc'tlon to

be Taken
Ac{lon
Plan

PanonJDept.
Rarmndbla

Target
lmplementation

n.b
From To



   

 
Republic of the Philippines 
 COMMISSION ON AUDIT 

Commonwealth Avenue, Quezon City 
 

 
 

ANNUAL AUDIT REPORT 
 
 

on the 
 
 

PHILIPPINE MINING  
DEVELOPMENT CORPORATION 

 (PMDC) 
 
 
 
 
 
 
 

For the Years Ended December 31, 2019 and 2018 



i 
 

EXECUTIVE SUMMARY 
 
 
INTRODUCTION  
 
The Philippine Mining Development Corporation (PMDC), formerly Natural Resources 
Mining Development Corporation (NRMDC), is a 100 per cent wholly owned corporation 
of the National Government.  Its original principal stockholders were the Natural 
Resources Development Corporation (NRDC), the corporate arm of the Department of 
Environment and Natural Resources (DENR), which held 55 per cent of the total capital 
stock, and the Philippine National Oil Company-Energy Development Corporation 
(PNOC-EDC), for the remaining 45 per cent.  The PMDC was incorporated as an 
attached agency of DENR and registered with the Securities and Exchange Commission 
(SEC) on July 4, 2003 with Registration No. CS200314923 based on the authorization of 
the President of the Republic of the Philippines as contained in a Memorandum dated 
April 9, 2003. 
 
Upon the recommendation of the former Secretary of the DENR, in a Memorandum 
dated June 9, 2005, the PMDC was authorized by the President of the Philippines to 
increase its capital stock from P100 million to P125 million.  This resulted in a revised 
equity structure for PMDC where the DENR-NRDC, the PNOC-EDC and the National 
Development Company (NDC) held 44 per cent, 36 per cent and 20 per cent, 
respectively.  The PNOC-EDC holdings of 36 per cent (P45 million) were subsequently 
turned over to the PNOC, the parent firm of PNOC-EDC sometime in Calendar Year 
(CY) 2006 due to PNOC-EDC’s Initial Public Offering (IPO).  Also, this authorized PMDC 
to increase the number of its Board of Directors from nine to 11. 
 
Pursuant to DENR Administrative Order No. 2003-038 and by virtue of a Memorandum 
of Agreement (MOA) executed among DENR, PMDC (then NRMDC) and NRDC, PMDC 
was designated/appointed as the new implementing arm of DENR in undertaking the 
mining and mineral processing operations in the 8,100 hectares Diwalwal Mineral 
Reservation area located in the Municipality of Monkayo, Compostela Valley Province.  
Based on the Agreement, the Diwalwal Direct State Development Project was turned 
over from NRDC to then NRMDC, now PMDC, and as such, collection of the 15 per cent 
government share from the ores extracted by the small-scale miners was later managed 
by the latter.  In partial compliance, NRDC initially transferred P4.289 million to PMDC, 
with subsequent turn-over of fund balance from the project and the documents related 
thereto.  This collection function, however, was returned to NRDC in February 2005 by 
the Office of the President.  Such decision was based on the need for PMDC to focus on 
exploration and mining rather than the regulatory function of collection of the 15 per cent 
share from the small-scale miners. 
 
Primarily, PMDC was created to conduct and carry on the business of exploring, 
developing, mining, concentrating, converting, smelting, treating and otherwise 
developing, producing and dealing in gold, silver, copper, iron and any and all kinds of 
minerals, mineral deposits, substances and mineral resources. 
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The members of the PMDC Board of Directors for CY 2019 are as follows: 
 

1. Atty. Alberto B. Sipaco, Jr. Chairman President and CEO of PMDC 
2. Mr. Jessie L. Casalda Member Private Sector 
3. Mr. Edgar Crisanto R. Violan Member Private Sector 
4. Mr. Sony Y. David Member Private Sector 
5. Mr. Amador T. Tabuga, Jr. Member Private Sector 
6. Atty. Francis A. Calatrava Member Private Sector 

 
The PMDC has a current workforce of 71 organic and plantilla personnel. 
 
 
FINANCIAL HIGHLIGHTS (In Million Pesos) 
 
The Corporation mainly derived its income from commitment fees from the awarded 
tenements, interest income and other business income; while its, Corporate Operating 
Budget (COB) for CY 2019 amounted to P 343.324 million. 
 

 2019 2018   
Increase                             

(Decrease)
Assets 341.123 492.654 (151.531)
Liabilities 109.827 290.890 (181.063)
Equity 231.295 201.763 29.532
Income 185.552 164.218 21.334
Expenses 98.739 86.048 12.691
Profit before tax 86.813 78.170 8.643
Income tax expense 24.439 13.389 2.407
Other comprehensive income/(loss) (0.452) 0.420 (0.872)
Comprehensive income 61.922 65.201 (3.279)
 
 
SCOPE OF AUDIT 
 
Our audit covered the significant accounts and operations of PMDC for the period 
January 1 to December 31, 2019 in accordance with International Standards of Supreme 
Audit Institutions (ISSAI).  It was aimed to ascertain the adequacy of financial records 
and reports, and the fairness of the presentation of the financial statements in 
accordance with the Philippine Financial Reporting Standards (PFRS), and was also 
made to assess the propriety of financial transactions and PMDC’s compliance with 
applicable laws, rules and regulations. 
 
 
AUDITOR’S OPINION  
 
We rendered an unqualified opinion on the fairness of presentation of the financial 
statements of PMDC for CYs 2019 and 2018. 
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SUMMARY OF SIGNIFICANT AUDIT OBSERVATIONS AND RCOMMENDATIONS 
 
 
1. The propriety of the payments of subsistence allowance and incidental expenses 
to the Citizens Armed Forces Geographical Unit Active Auxiliary Company II (CAAC II) 
of P0.769 million and payments to Professional hired under Individual Contract of 
Service of P0.630 million were not established due to incomplete supporting documents, 
contrary to Section 4(6) and 4(7) of PD 1445. 

1.1 We recommended that Management: 
 

a. Strictly comply with Section 4(6) and (7) of PD 1445 and ensure that all 
disbursements are completely supported with documentary requirements 
prescribed in COA Circular No. 2012-001 to establish their compliance with laws 
and regulations; and 

 
b. Require the concerned officials to immediately submit the 
lacking/appropriate documents for review to establish the propriety of the 
payment of CAAC II related expenses and remuneration to the Chemical 
Engineer hired under Individual Contract of Service. 

 
 
2. The specific activities identified in the CY 2019 Gender and Development (GAD) 
Plan and Budget (GPB) of P2.200 million endorsed by Philippine Commission on 
Women (PCW) were not implemented, instead different activities in the total amount of 
P13.455 million were undertaken.  Moreover, the revised GAD allocated/attributed 
budget of P 13.540 million and the revised CY 2019 GAD Accomplishment Report was 
not yet reviewed/approved by the PCW, hence, the alignment of the GAD activities 
conducted/attributed during the year with the gender issues identifies in the Philippine 
Plan for Gender-Responsive Development (PPGD), 1995-2025, and had contributed in 
responding to the gender issues of the PMDC and its clients was not ascertained.  Also, 
compliance of the GAD allocated budget with the five per cent of the COB prescribed by 
PCW-National Economic and Development Authority (NEDA)-Department of Budget and 
Management (DBM) Joint Circular No. 2012-01 was not established. 

2.1 We recommended that Management: 
 

a. Prepare and submit GPB in accordance with the PCW-NEDA-DBM Joint 
Circular No. 2012-01 and PCW’s MCs issued annually prescribing guidelines on 
the preparation and submission of GPB and AR, specifically the assessment of 
gender responsiveness of the Programs/Projects which could be attributed to 
GAD activities to ensure that: (i) no major revision in the approved GPB would be 
made; and (ii) the Corporation was compliant  with the requirement that GAD 
budget be five per cent of the COB and;  

 
b. Henceforth, implement only GAD activities that were included in the GPB 
duly reviewed and endorsed by the PCW, to ensure that GAD budget and 
expenditures are properly used in addressing gender issues towards the 
realization of the country’s commitments on women’s empowerment, gender 
equality. 
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SUMMARY OF AUDIT DISALLOWANCES, CHARGES AND SUSPENSIONS 
 
As of December 31, 2019, total unsettled audit disallowances amounted to P2.023 
million.  Of the total six NDs issued, one was issued with Notice of Finality of Decision 
(NFD) for P25,500 but was not yet issued with COA Order of Execution (COE) while the 
other one in the amount of P38,856 was with request for an extension to file an appeal.  
The remaining four NDs amounting to P1.959 million are with Appeal Memoranda.  
There are no unsettled suspensions and charges at year end. 
 
 
STATUS OF IMPLEMENTATION OF PRIOR YEARS’ AUDIT RECOMMENDATIONS 
 
Of the 13 audit recommendations embodied in the prior years’ Annual Audit Reports 
(AARs), eight recommendations were fully implemented, thus no longer included in the 
Status.  Four recommendations were partially implemented while one recommendation 
was revised and reformulated in Part II of this Report. 
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Republic of the Philippines

COMMISSION ON AUDIT
Commonwealth Avenue, Quezon City, Philippines

INDEPENDENT AUDITOR'S REPORT

THE BOARD OF DIRECTORS
Philippine Mining Development Corporation
Unit 3001-B West Tower
Philippine Stock Exchange Centre
Exchange Road, Ortigas Center, Pasig City

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of Philippine Mining
Development Corporation (PMDC), which comprise the statements of financial position
as at December 31,2019 and 2018, and the statements of comprehensive income,
statements of changes in equity and statements of cash flows for the years then ended,
and notes to financial statements, including a summary of significant accounting policies
and other explanatory information.

ln our opinion, the accompanying financial statements present fairly, in all material
respects the financial position of PMDC as at December 31 , 2019 and 2018, and its
financial performance and its cash flows for the years then ended in accordance with
Philippine Financial Reporting Standards ( PFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards of Supreme Audit
Institutions (lSSAl). Our responsibilities under those standards are further described in
the Auditors Responsibflrtr'es for the Audit of the Financial Sfafements section of our
report. We are independent of the PMDC in accordance with the ethical requirements that
are relevant to our audit of the financial statements in the Philippine Public Sector, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

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

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with PFRS, and for such internal control as management



 
 

determines is necessary to enable the preparation of financial statements that are free 
from material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, management is responsible for assessing the 
PMDC’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 PMDC or to cease operations, or has no realistic alternative 
but to do so. 
 
Those charged with governance are responsible for overseeing the PMDC’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 ISSAI 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 ISSAI, 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 PMDC’s internal control. 

 
 Evaluate the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by management. 
 
 Conclude on the appropriateness of management’s use of the going concern basis of 

accounting and, based on the audit evidence obtained, whether a material uncertainty 
exists related to events or conditions that may cast significant doubt on the PMDC’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 PMDC to cease 
to continue as a going concern.  



 
 

 
 Evaluate the overall presentation, structure and content of the financial statements, 

including the disclosures, and whether the financial statements represent the 
underlying transactions and events in a manner that achieves fair presentation. 

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

 
 

Report on Supplementary Information Required under Bureau of Internal Revenue 
(BIR) Revenue Regulations No. 15-2010 
 
Our audit was conducted for the purpose of forming an opinion on the basic financial 
statements taken as a whole.  The supplementary information for the year ended 
December 31, 2019 required by the BIR as disclosed in Note 28 to financial statements is 
presented for purposes of additional analysis and is not a required part of the basic 
financial statements prepared in accordance with PFRS.  Such supplementary information 
is the responsibility of management.  
 
 
COMMISSION ON AUDIT 
 
 
 
MARIA LINDA C. DECENA 
OIC-Supervising Auditor 
Audit Group E  
Cluster 5 - Agricultural and Natural Resources 
Corporate Government Sector 
 
July 31, 2020 





Note 2019 2018

Current assets
Cash and cash equivalents 5 144,692,596   269,413,196            
Trade and other receivables 6 99,101            9,300,116                
Investments 7 -                  50,421,000              
Inventories 8 3,571,827       3,613,619                
Other current assets 9 18,742,117     11,273,183              

Total current assets 167,105,641   344,021,114            

Non-current assets
Property, plant and equipment, net 10 171,427,391   146,307,374            
Intangible assets 11 1,144,455       1,387,179                
Other non-current financial assets 12 1,445,068       938,097                   

Total non-current assets 174,016,914   148,632,650            

TOTAL ASSETS 341,122,555   492,653,764            

Current liabilities
Trade and other payables 13 33,236,575     33,652,550              
Deferred credits/unearned income 14 -                  200,002,089            
Other payables 15 32,390,606     -                           

Total current liabilities 65,627,181     233,654,639            

Non-current liabilities
Financial liabilities 16 36,200,128     47,913,125              
Deferred credits/unearned income 17 8,000,000       9,322,550                

Total non-current liabilities 44,200,128     57,235,675              

TOTAL LIABILITIES 109,827,309   290,890,314            

EQUITY 25
Share capital 125,000,000   125,000,000            
Revaluation surplus 10,005,948     10,005,948              
Retained earnings/(deficit) 96,289,298     66,757,502              

TOTAL EQUITY 231,295,246   201,763,450            

TOTAL LIABILITIES AND EQUITY 341,122,555   492,653,764            

 The notes on pages 9 to 47 form part of these Financial Statements.

PHILIPPINE MINING DEVELOPMENT CORPORATION
STATEMENTS OF FINANCIAL POSITION

December 31, 2019 and 2018
(In Philippine Peso)

ASSETS

LIABILITIES
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Note 2019 2018
Revenue

Service and business income 18 185,552,148   163,778,020   
Other operating income 19 -                 440,414          

Total revenue 185,552,148   164,218,434   

Expenses
Personnel services 20 54,733,079     43,688,748     
Maintenance and other operating expenses 20 37,728,085     31,356,395     
Non-cash expenses 21 4,954,372       3,365,528       
Finance income (costs) 22 1,323,202       7,637,545       

Total Expenses 98,738,738     86,048,216     

Profit before tax 86,813,410     78,170,218     
Income tax expense 23 24,439,067     13,389,007     
Net income 62,374,343     64,781,211     
Other comprehensive income/(loss) for the period 19 (451,941)        419,702          
COMPREHENSIVE INCOME 61,922,402     65,200,913     

 The notes on pages 9 to 47 form part of these Financial Statements.

PHILIPPINE MINING DEVELOPMENT CORPORATION
STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2019 and 2018

(In Philippine Peso)
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Share capital
Revaluation 

surplus

Retained 
earnings/
(Deficit)

Total

BALANCE AT JANUARY 1, 2018 125,000,000    144,415,500        1,556,589          270,972,089        

CHANGES IN EQUITY FOR 2018
Add/(Deduct):

Comprehensive income for the year -                  -                      65,200,913        65,200,913          
Dividends -                      
Other adjustments -                  (134,409,552)       -                    (134,409,552)       

BALANCE AT DECEMBER 31, 2018 125,000,000    10,005,948          66,757,502        201,763,450        

CHANGES lN EQUITY FOR 2019
Add/(Deduct):

Comprehensive income for the year -                  -                      61,922,402        61,922,402          
Dividends- CY 2018 -                  -                      (32,390,606)       (32,390,606)         

BALANCE AT DECEMBER 30, 2019 125,000,000    10,005,948          96,289,298        231,295,246        

PHILIPPINE MINING DEVELOPMENT CORPORATION
STATEMENTS OF CHANGES IN EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2019 and 2018
(In Philippine Peso)

 The notes on pages 9 to 47 form part of these Financial Statements.

7



Note 2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Cash inflows

Collection of income/revenue 9,646,606          129,256,180  
Collection of receivables 329,026             72,552            
Trust receipts 75,000               -                  
Other receipts 840,177             211,047,537  

Total cash inflows 10,890,809       340,376,269  
Cash outflows

Payment of expenses 140,828,374     80,457,118    
Grant of cash advances 6,218,356          27,526,856    

10,756,857       6,609,849       
Other disbursements 372,752             -                  

Total cash outflows 158,176,339     114,593,823  

Net cash provided by/(used in) operating activities (147,285,530)    225,782,446  

CASH FLOWS FROM INVESTING ACTIVITIES
Cash inflows

Proceeds from Sale/Disposal of Property, Plant and Equipment -                     
Receipt of interest earned 5,203,248          910,866          
Proceeds from Return on Investments 50,421,000       -                  

Total cash inflows 55,624,248       910,866          
Cash outflows

Purchase/construction of property, plant and equipment 29,765,664       11,551,687    
Purchase/acquisition of investments -                     49,985,576    
Purchase of intangible assets 36,339               321,429          

Total cash outflows 29,802,003       61,858,692    

Net cash provided by/(used in) investing activities 25,822,245       (60,947,826)   

CASH FLOWS FROM FINANCING ACTIVITIES
Cash outflows

Payment of long-term liabilities 1,647,414          9,224,758       
Payment of interest on loans and other financial charges 1,157,960          7,607,483       

Total cash outflows 2,805,374          16,832,241    

Net cash provided by/(used in) financing activities (2,805,374)        (16,832,241)   

INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS     (124,268,659)    148,002,379 

Effects of exchange rate changes on cash and cash equivalents 19             (451,941)           417,521 

Cash and cash equivalents, January 1       269,413,196    120,993,296 

CASH AND CASH EQUIVALENTS, DECEMBER 31 5       144,692,596    269,413,196 

 The notes on pages 9 to 47 form part of these Financial Statements.

PHILIPPINE MINING DEVELOPMENT CORPORATION
 STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2019 and 2018
(In Philippine Peso)

Remittance of personnel benefit contributions and mandatory 
deductions

8
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PHILIPPINE MINING DEVELOPMENT CORPORATION 
(FORMERLY NATURAL RESOURCES MINING DEVELOPMENT CORPORATION) 

NOTES TO FINANCIAL STATEMENTS 
December 31, 2019 and 2018 

(All amounts in Philippine Peso unless otherwise stated) 
 
 
1. CORPORATE INFORMATION 
 
The Philippine Mining Development Corporation (PMDC), formerly Natural Resources 
Mining Development Corporation (NRMDC), is a 100 per cent wholly owned corporation 
of the National Government. Its original principal stockholders were the Natural Resources 
Development Corporation (NRDC), the corporate arm of the Department of Environment 
and Natural Resources (DENR), which held 55 per cent of the total capital stock, and the 
Philippine National Oil Corporation-Energy Development Corporation (PNOC-EDC), for 
the remaining 45 per cent. The PMDC was incorporated as an attached agency of DENR 
and registered with the Securities and Exchange Commission (SEC) on July 4, 2003 with 
Registration No. CS200314923 based on the authorization of the President of the 
Republic of the Philippines as contained in a Memorandum dated April 9, 2003. Upon the 
recommendation of the Secretary of DENR, the PMDC was authorized by the President 
of the Philippines, in a Memorandum dated June 9, 2005, to increase its capital stock from 
P100 million to P125 million. This resulted in a revised equity structure for PMDC where 
DENR-NRDC, PNOC-EDC, and National Development Corporation (NDC) held 44 per 
cent, 36 per cent and 20 per cent, respectively. The PNOC-EDC holdings of 36 per cent 
(P45 million) were subsequently turned over to the PNOC, the parent firm of PNOC-EDC 
sometime in Calendar Year (CY) 2006 due to PNOC-EDC’s Initial Public Offering (IPO). 
Also, said Memorandum authorized PMDC to increase the number of its Board of 
Directors (BOD) from nine to 11. 
 
Pursuant to DENR Administrative Order No. 2003-038 and by virtue of a Memorandum of 
Agreement (MOA) executed among DENR, PMDC (then NRMDC) and NRDC, PMDC was 
designated/appointed as the new implementing arm of DENR in undertaking the mining 
and mineral processing operations in the 8,100 hectares Diwalwal Mineral Reservation 
area located in the Municipality of Monkayo, Davao de Oro. Based on the Agreement, the 
Diwalwal Direct State Development Project was turned over from NRDC to then NRMDC, 
now PMDC, and as such, collection of the 15 per cent government share from the ores 
extracted by the small-scale miners was later managed by the latter. In partial compliance, 
NRDC initially transferred P4.289 million to PMDC, with subsequent turn over of fund 
balance from the project and the documents related thereto. The Office of the President, 
however, returned said collection function, to NRDC in February 2005. Such decision was 
based on the need for PMDC to focus on exploration and mining rather than the regulatory 
function of collection of the 15 per cent share from the small-scale miners 600 meters 
above sea level. 
 
PMDC was primarily created to conduct and carry on the business of exploring, 
developing, mining, concentrating, converting, smelting, treating and otherwise 
developing, producing and dealing in gold, silver, copper, iron and any and all kinds of 
minerals, mineral deposits, substances and mineral resources. 
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The Corporation’s registered business address is at 3001 B & C West Tower, Philippine 
Stock Exchange Center, Exchange Road, Ortigas Center, Pasig City, Metro Manila. It has 
a current workforce of 54 filled up organic and plantilla personnel and 32 project 
employees. 
 
The financial statements of the Corporation as of and for the year ended December 31, 
2019 (including the comparative financial statements as of and for the year ended 
December 31, 2018) were authorized for issue by the Corporation’s BOD on July 14, 2020. 
 
Mining Property 
 
On May 28, 2007, the DENR transferred to PMDC through Department Memorandum 
Order (DMO) No. 2007-05 all the non-performing mining tenements already cancelled 
pursuant to DMO Nos. 2005-13 and 2005-03. The said DMOs contained the 93 cancelled 
tenements wherein 65 of these were cancelled as final and executory. PMDC shall 
dispose, develop or operate the subject tenements by itself or in partnership or in joint 
venture with qualified party or contractor. 
 
The mining properties are then evaluated by PMDC to know their potential and feasibility 
through review and evaluation of the technical data, due diligence in the area and 
coordination with other government agencies. PMDC may undertake the direct 
development of the mining assets; however, due to financial constraints, it opted to offer 
the said mining properties to interested entities through competitive public bidding, which 
is governed by the provisions of the Government Procurement Act. The highest 
responsive bid shall be selected for award, which will be approved by the PMDC 
Management and its BOD. 
 
The National Government considered PMDC as a vehicle for re-starting and re-opening 
of mining projects presently with the Department of Finance – Privatization and 
Management Office (DOF-PMO). Of the six projects initially listed, only the North Davao 
and Batong Buhay mining projects are identified for commercial development and 
consequently transferred to PMDC. 
 
The mining assets of the North Davao Mining Corporation have been transferred to PMDC 
to facilitate their promotion as investment target. These assets are the subject of a 
preliminary evaluation and assessment by the Mines and Geosciences Bureau (MGB) for 
copper/gold potentials, which was covered by a MOA. 
 
The mining asset of the Batong Buhay Mining Corporation is located at the Municipality of 
Pasil, Kalinga, Apayao Province. 
 
 
2. STATUS OF OPERATIONS 
 
The Change in Corporate Business Model 
 
Shortfalls in equity requirements due to inability of PMDC shareholders to increase current 
equity level required by DBP before a loan can be drawn necessitated the creation of a 
supplementary business model - the royalty business scheme. 
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The royalty business model enables PMDC to earn from marketing of mining areas even 
as it is still in assessment of whether it should pursue the traditional miner and gold refiner 
option. Currently, PMDC is compensated by commitment fees, i.e., upfront fees based on 
performance milestones as agreed prior to bidding process. The fees represent the 
payment for privilege to explore/study potentials of the mineral area. Upon commercial 
operation, PMDC is compensated over the life of the mine by agreed percentage of gross 
revenues of the partner from their sales of minerals or end-products of the minerals/ores 
extracted/processed. 
 
Subsequently, PMDC monitors the conduct of the evaluation and later development and 
operations of the partners by way of required submissions of technical and financial 
reports, augmented from time to time by periodic visits by PMDC project officers and staff. 
The monitoring activity is a continuing effort by the PMDC technical staff on the activities 
of the partner-operators, as required under the contract as well as International Standards 
Organization (ISO) quality procedures. 
 
Thus, from CY 2010 onwards, PMDC’s corporate efforts were on the continuation of the 
offering and awards of the mineral tenements earlier transferred to it by the DENR-MGB. 
 
 
Strategic Plans and Initiatives 
 
In 2019, PMDC has sustained to invigorate its responsible mining advocacies and 
activities thru corporate social responsibility afforded to mining communities as well as 
linkages with both the national and local governments. It was also able to maintain and 
improve peace and order and environment protection in these areas. 
 
Accomplishments/Highlights for CY 2019 
 
Hereunder are PMDC’s major corporate accomplishments, grouped accordingly, during 
the year. 

 
I. Project monitoring and operations, including disclosures on exports of ores 

 
a. The Corporation had been monitoring all the awarded projects by assigned 

technical personnel, including the provision of technical and support assistance to 
partners/operators. 

 
Of the 28 awarded projects covered by Joint Operating Agreements (JOAs) 
executed between CYs 2006 to 2010, only two are operating but currently 
undergoing Care and Maintenance Program (CMP), namely: the Dinagat Nickel 
Chromite Parcel 1 (Loreto) and Parcel 2B (Libjo, Basilisa area). Four of the 
awarded projects were served cancellation notices due to non-response and 
abandonment of mining project areas. Upon the initiative of Atty. Alberto B. Sipaco, 
Jr., the new Chairman, President and Chief Executive Officer (CEO) of PMDC, a 
JOA Committee was formed to review and evaluate the 20 projects which 
remained undeveloped, unoperational and inactive despite the lapse of about 10 
years. The review prompted the issuance of letters directing the concerned 
partner-operators to show cause, why their respective JOAs should not be 
cancelled. Management eventually served “Cancellation Notices” to 14 awarded 
JOAs, while six of them were retained in as much as they have reported positive 
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mineral resources as a result of their active exploration. These properties are in 
the advanced stage in the declaration of the feasibility study for the approval of 
MGB – Pinamungahan Limestone Project and San Fernando Limestone Project. 
The declaration of mining project feasibility of Pinamungahan Limestone Project 
was approved in CY 2019. It will be expected that the said project shall start its 
production by CY 2020. Two projects are having technical issues and under 
litigation.  

 
b. The projects, Dinagat Parcels 1 and 2B Nickel – Chromite Projects were both 

under Care and Maintenance Program (CMP) in CY 2019.  The said CMP was 
approved by the MGB RO No. XIII. With this, there were no reported production 
for CY 2019 as the Operator, AAM-Phil Natural Resources Exploration and 
Development Corporation (AAM-Phil) concentrated in their environmental and 
social development activities in the project area.  

 
c. The North Davao Mining area was publicly bidded out on October 19, 2009, but 

the winning bidder, Asia Alliance, Inc., was unable to pay the offered commitment 
fees to PMDC in the subsequent periods.  The said award which is presently stalled 
as a court case is currently pending.  Still, Management is confident that the 
resolution of the issues that cloud the Project would be resolved accordingly.  As 
disclosed in the CY 2014 Notes to Financial Statements, Management informed 
the PMDC BOD of current updates to the Project.  The PMDC BOD in its December 
2014 meeting decided to seek the concurrence or advice of the DOF-PMO for the 
handling of the said Project.  The current management are coordinating with Asia 
Alliance to resolve the issues through a Compromise Agreement.  

 
d. In Diwalwal Mineral Reservation Area (DMRA), PMDC continues its work to clean 

up and develop the area in response to the call of President Rodrigo Roa Duterte. 
The DMRA was proliferated with illegal small scale miners who continue to pollute 
the Naboc River and its tributaries. PMDC continues all its work to protect the 
environment and consideration of the livelihood of the people in the area. The 
following  were the activities done in DMRA: 
 
i. Continue the preparation of the relocation site for ball mill operators and 

Carbon-in-Pulp (CIP) plant owners near the Mabatas Tailings Dam. There 
were several ball mill operators and CIP plant owners that already relocated 
in their designated site;  

 
ii. Works in coordination with the Local Government Units (LGUs) in the 

establishment of road network with proper drainage, gravelling, clearing and 
leveling of the ball mill and CIP plant relocation site; 

 
iii. Continue the construction works in the facilities related to the Mabatas 

Tailings Dam. 
 

II. Community-support 
 

PMDC continued to implement its Corporate Social Responsibility (CSR) agenda 
which focused on providing support to the direct stakeholders of DMRA in Mt. Diwata, 
Monkayo, Davao de Oro. 
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For CY 2019, PMDC provided monthly rice and meat subsidy to the Philippine 
National Police (PNP) and Armed Forces of the Philippines (AFP) stationed at DMRA. 
The partnership with PMDC and the two forces continues to strengthen as they 
partner in maintaining DMRA’s holistic growth and development. 
 
Through its depot office in Upper Ulip, PMDC responded to several requests of the 
barangays in the DMRA which included provision of financial assistance to certain 
barangay activities. It also conducted Information, Education and Communication 
(IEC) on responsible mining to the four (4) barangays of DMRA.  

 
PMDC also forged tie-ups with the Municipal LGU of Monkayo, Department of Health 
(DOH), and AFP to conduct Medical and Dental Mission and Good Grooming to four 
(4) Barangays of DMRA. Services included in the activity were free consultation, 
bunot, haircut, and free medicines for the residents. Remaining medicines were 
donated to Municipal Health Unit of Monkayo. The feeding program and other 
activities during the Nutrition month were conducted in four (4) barangays of DMRA. 
The activities were aimed to increase the participants’ awareness on the importance 
of healthy diet to avoid over/undernutrition and the risk of non-communicable 
diseases (NCDs). 
 
As part of PMDC’s initiative, it participated in the National Greening Program under 
the major programs of the Department of Environment and Natural Resources 
(DENR). The tree planting activity was completed thru the participation of the students 
from four (4) barangays of DMRA. It aimed to accelerate rehabilitation and 
reforestation of unproductive denuded and degraded areas near the school premises 
and Mabatas Processing Zone within DMRA. 
 
PMDC also conducted Brigada Eskwela in six (6) elementary schools in DMRA. This 
project is a continuing initiative that aims to support the pupils in the rural areas where 
certain PMDC projects are located by providing them with the necessary school 
materials. It had as well collaborated with the Technical Education and Skills 
Development Authority (TESDA) Region XI as partner in implementing the skills 
training for the Opportunities to Earn Program. The training skills program conducted 
are Nail Care and Haircutting/Barbering for the two (2) Barangays of DMRA. 
 
Lastly, PMDC established and constructed major infrastructure such as Water-
Cyanide Recycling Facility, Decant tower restoration, Latrines and Dam Excavation 
and Reinforced Concrete Spillway projects in DMRA. 

 
III. Corporate systems development and ISO certification 

 
In 2018, PMDC was issued a Certification from TÜV Rheinland Philippines for its 
compliance to ISO 9001:2015 Quality Standards. In 2019, it successfully completed 
and passed the first surveillance audit conducted by the certifying entity. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The significant accounting policies that have been used in the preparation of these 
financial statements are summarized below. These policies have been consistently 
applied to all the years presented, unless otherwise stated. 
 
3.1 Basis for the Preparation of Financial Statements 
 

(a) Statement of Compliance with Philippine Financial Reporting Standards 
 

The accompanying financial statements of PMDC as of and for the years 
ended December 31, 2019 and 2018 have been prepared in compliance 
with Philippine Financial Reporting Standards (PFRSs). The term PFRS, in 
general includes, all applicable PFRS, Philippine Accounting Standards 
(PAS) and Standing Interpretations Committee (SIC)/International 
Financial Reporting Interpretations Committee (IFRIC) interpretations 
issued by the International Accounting Standards Board (IASB) and 
approved by the Financial Reporting Standards Council (FRSC) for 
adoption in the Philippines. 

 
The Company has continued to adopt the Full PFRS as its Financial 
Reporting Framework despite the decline in threshold required under the 
Securities and Exchange Commission (SEC) Revised Securities 
Regulation Code (SRC) Rule 68 Part I-2 dated October 13, 2019. It will 
however assess if such decline will continue significantly for a minimum of 
two (2) years before transitioning to PFRS for Small and Medium-Sized 
Entities (SMEs).  

 
Presentation of Financial Statements 

 
The financial statements are presented in accordance with PAS 1, 
Presentation of Financial Statements. PMDC presents all items of income 
and expenses in a single Statement of Comprehensive Income (SCI). 

 
(b) Functional and Presentation Currency 

 
These financial statements are presented in Philippine pesos, the 
Corporation’s functional and presentation currency, and all values 
represent absolute amounts except when otherwise indicated. 

 
Items included in the financial statements of the Corporation are measured 
using its functional currency. Functional currency is the currency of the 
primary economic environment in which the Corporation operates. 
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3.2 Adoption of New and Amended PFRS 
 

(a) Effective in 2019 that are Relevant to the Corporation 
 

PAS 23: Amendment to PAS 23- Borrowing Costs- Eligibility for 
Capitalization 

 
The standard clarifies that if a specific borrowing remains outstanding after 
the related qualifying asset is ready for its intended use or sale, it becomes 
part of general borrowings. This standard which is clarificatory in nature is 
relevant to the Corporation but will have no material impact on its financial 
statements. 

 
PFRS 16: Leases 

 
PFRS 16 will affect primarily the accounting by lessees and will result in 
the recognition of almost all leases on SFP. The standard removes the 
current distinction between operating and financing leases and requires 
recognition of an asset (the right to use the leased item) and a financial 
liability to pay rentals for virtually all lease contracts. An optional exemption 
exists for short-term and low-value leases. 

 
The SCI will also be affected because the total expense is typically higher 
in the earlier years of a lease and lower in later years. Additionally, 
operating expense will be replaced with interest and depreciation, so key 
metrics like Earnings Before Interest, Taxes, Depreciation, and 
Amortization (EBITDA) will change. 
 
Operating cash flows will be higher as cash payments for the principal 
portion of the lease liability are classified within financing activities. Only 
the part of the payments that reflects interest can continue to be presented 
as operating cash flows. 

 
The accounting by lessors will not significantly change. Some differences 
may arise because of the new guidance on the definition of a lease. 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 in exchange for 
consideration. Early adoption is permitted only if PFRS 15 is adopted at the 
same time. 

 
For 2019, the Corporation’s lease transactions as lessee falls under the 
optional exemption and as such will not have any impact in the preparation 
of its financial statements. 

 
Philippine Interpretations-IFRIC 23: Uncertainty over Income Tax 
Treatments 

 
The interpretation applies where there is uncertainty over the acceptable 
income tax treatment of an item, for example, whether an item of income is 
taxable or not. The Interpretation requires that: 
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 An entity determines whether to consider each uncertain income tax 
treatment separately or together with other uncertain tax treatments 
based on which approach better predicts the resolution of the 
uncertainty. 

 An entity assumes that a taxation authority will examine amounts it has 
a right to examine and have full knowledge of all related information 
when making those examinations. 

 If an entity concludes that the tax authority will accept an uncertain tax 
treatment, it will determine taxable profits, tax bases, tax losses, tax 
credits and tax rates consistently with that treatment. 

 If an entity concludes that the tax authority will probably not accept an 
uncertain tax treatment, it should reflect the effect of uncertainty when 
determining taxable profits, tax bases, tax losses, tax credits and tax 
rates consistently with that treatment. The effect of uncertainty may be 
reflected based on the most likely amount or expected values. 

 Consistent judgements and estimates must be made for both current 
and deferred tax. 

 A judgement or estimate should be reassessed if the facts or 
circumstances on which it was based changed. 

 
While there are no new disclosure requirements, entities are reminded of 
the general requirement to provide information about judgements and 
estimates made in preparing the financial statements. 

 
(b) Effective in 2019 that are not Relevant to the Corporation 

 
The following amendments to existing standards are mandatorily effective 
for annual periods beginning on or after January 1, 2019 but are not 
relevant to the Corporation’s financial statements: 

 
Annual Improvements to PFRS Standards 2015-2017 Cycle 

 
PFRS 3 Business Combinations - clarifies that obtaining control of a 
business that is a joint operation is a business combination achieved in 
stages. 

 
PFRS 11 Joint Arrangements - clarifies that the party obtaining joint control 
of a business that is a joint operation should not remeasure its previously 
held interest in the joint operation. 

 
PAS 12 Disclosure of Interests in Other Entities - clarifies that the income 
tax consequences of dividends on financial instruments classified as equity 
should be recognized according to where the past transactions or events 
that generated distributable profits were recognized. 

 
PAS 19 (Amendments) Employee Benefits- Plan Amendment, Curtailment 
or Settlement - clarifies the accounting for defined benefit plan 
amendments, curtailments and settlements. They confirm that entities 
must: 
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 calculate the current service cost and net interest for the remainder of 
the reporting period after a plan amendment, curtailment or settlement 
by using the updated assumptions from the date of the change. 

 recognize any reduction in a surplus immediately in profit or loss, either 
as part of past service cost or as a gain or loss on settlement. In other 
words, a reduction in a surplus must be recognized in profit or loss even 
if that surplus was not previously recognized because of the impact of 
the asset ceiling. 

 separately recognize any changes in the asset ceiling through other 
comprehensive income. 

 
PAS 28 (Amendments) Investments in Associates - Long-term Interest in 
Associates and Joint Ventures- clarifies that PFRS 9, including its 
impairment requirements, applies to other financial instruments in an 
associate or joint venture to which the equity method is not applied. These 
include long-term interests that, in substance, form part of the entity’s net 
investment in an associate or joint venture.  

        
PFRS 9 (Amendments) Financial Instruments - Prepayment Features with 
Negative Compensation - clarifies that for the purpose of assessing 
whether a prepayment feature meets the ‘solely payments of principal and 
interest’ (SPPI) condition, the party exercising the option may pay or 
receive reasonable compensation for the prepayment irrespective of the 
reason for prepayment. In other words, financial assets with prepayment 
features with negative compensation do not automatically fail SPPI.  

 
(c) Effective Subsequent to 2019 but not Adopted Early 

 
Pronouncements issued but not yet effective are listed below.  These are 
classified into two: (1) standards relevant to the Corporation; and (2) 
standards irrelevant to the Corporation. 

 
c.1  Standards relevant to the Corporation 

 
The Corporation intends to adopt the following pronouncements in the 
recognition, measurement, classification, and reporting of affected financial 
statement accounts, when they become effective: 

 
 Amendments to PAS 1 and PAS 8, Definition of Material 

 
The amendments were issued in October 2018 to align the definition of 
‘material’ across the standards and to clarify certain aspects of the 
definition. The new definition states that, ’Information is material if omitting, 
misstating or obscuring it could reasonably be expected to influence 
decisions that the primary users of general purpose financial statements 
make on the basis of those financial statements, which provide financial 
information about a specific reporting entity.’ 

 
The amendments clarify that materiality will depend on the nature or 
magnitude of information, or both. An entity will need to assess whether the 
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information, either individually or in combination with other information, is 
material in the context of the financial statements. 

 
Although the amendments to the definition of material is not expected to 
have a significant impact on an entity’s financial statements, the 
introduction of the term ‘obscuring information’ in the definition could 
potentially impact how materiality judgements are made in practice, by 
elevating the importance of how information is communicated and 
organized in the financial statements. 

 
Effective for annual periods beginning on or after January 1, 2020. 

 
c.2  Standards irrelevant to the Corporation 

 
The Corporation does not expect that the future adoption of the following 
pronouncements to have a significant impact on its financial statements: 

 
 Amendments to PFRS 3, Definition of a Business 

 
The amendments help entities determine whether an acquired set of 
activities and assets is a business or not. The amendments clarify that to 
be considered a business, an integrated set of activities and assets must 
include, at a minimum, an input and a substantive process that together 
significantly contribute to the ability to create output.  They also clarify that 
a business can exist without including all of the inputs and processes 
needed to create outputs.  That is, the inputs and processes applied to 
those inputs must have ‘the ability to contribute to the creation of outputs’ 
rather than ‘the ability to create outputs’. 

 
Effective for annual periods beginning on or after January 1, 2020. 
 
 Amendments to PFRS 9, PAS 39 and PFRS 7, Interest Rate 

Benchmark Reform 
 

The amendments provide temporary reliefs which enable hedge 
accounting to continue during the period of uncertainty before the 
replacement of an existing interest rate benchmark with an alternative 
nearly risk-free interest rate (an RFR). 

 
The amendments to PFRS 9 

 
The amendments include a number of reliefs, which apply to all hedging 
relationships that are directly affected by the interest rate benchmark 
reform. A hedging relationship is affected if the reform gives rise to 
uncertainties about the timing and/or amount of benchmark-based cash 
flows of the hedged item or the hedging instrument. 

 
Application of the reliefs is mandatory. The first three reliefs provide for: 

 
- The assessment of whether a forecast transaction (or component 

thereof) is highly probable 
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- Assessing when to reclassify the amount in the cash flow hedge 

reserve to profit and loss 
 

- The assessment of the economic relationship between the hedged 
item and the hedging instrument 

 
  The amendments to PAS 39 
 

The corresponding amendments are consistent with those for 
PFRS 9, but with the following differences: 

 
- For the prospective assessment of hedge effectiveness, it is 

assumed that the benchmark on which the hedged cash flows are 
based (whether or not it is contractually specified) and/or the 
benchmark on which the cash flows of the hedging instrument are 
based, are not altered as a result of Interbank Offered Rates (IBOR) 
reform. 

 
- For the retrospective assessment of hedge effectiveness, to allow 

the hedge to pass the assessment even if the actual results of the 
hedge are temporarily outside the 80-125 per cent range, during the 
period of uncertainty arising from IBOR reform. 

 
- For a hedge of a benchmark portion (rather than a risk component 

under PFRS 9) of interest rate risk that is affected by IBOR reform, 
the requirement that the portion is separately identifiable need be 
met only at the inception of the hedge. 

 
  Effective for annual periods beginning on or after January 1, 2020. 
 

 PFRS 17, Insurance Contracts 
 

This standard replaces PFRS 4, Insurance Contracts, which currently 
permits a wide variety of practices in accounting for insurance contracts.  
PFRS 17 will fundamentally change the accounting by all entities that issue 
insurance contracts and investment contracts with discretionary 
participation features. 

 
Effective for annual periods beginning on or after January 1, 2021. 

 
 Amendments to PFRS 10, Consolidated Financial Statements and PAS 

28, Investments in Associates and Joint Ventures – Sale or 
Contribution of Assets between an Investor and its Associate or Joint 
Venture 

 
The amendments to PFRS 10 require full recognition in the investor’s 
financial statements of gains or losses arising on the sale or contribution of 
assets that constitute a business as defined in PFRS 3, Business 
Combinations, between an investor and its associate or joint venture.  
Accordingly, the partial recognition of gains or losses (i.e., to the extent of 
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the unrelated investor’s interests in an associate or joint venture) only 
applies to those sale of contribution of assets that do not constitute a 
business.  Corresponding amendments have been made to PAS 28 to 
reflect these changes.  In addition, PAS 28 has been amended to clarify 
that when determining whether assets that are sold or contributed 
constitute a business, an entity shall consider whether the sale or 
contribution of those assets is part of multiple arrangements that should be 
accounted for as a single transaction. 

 
Effective date deferred indefinitely. 

 
 
3.3 Financial Assets 

 
The Corporation recognizes a financial asset in the SFP when it becomes a party 
to the contractual provisions of the instrument. The Corporation classifies its 
financial assets as follows:  

 
(a) Classification, Measurement and Reclassification of Financial Assets 

 
Under PFRS 9, the classification and measurement of financial assets is 
driven by the entity’s business model for managing the financial assets and 
the contractual cash flow characteristics of the financial assets. 

 
i) Financial Assets at Amortized Cost 

 
Financial assets are measured at amortized cost if both of the following 
conditions are met: 

 
 the asset is held within the Corporation’s business model whose 

objective is to hold financial assets in order to collect contractual 
cash flows (“hold to collect”); and 

 
 the contractual terms of the instrument give rise, on specified 

dates, to cash flows that are solely payments of principal and 
interest (SPPI) on the principal amount outstanding. 

 
Except for trade receivables that do not contain a significant financing 
component and are measured at the transaction price in accordance 
with PFRS 15, all financial assets meeting these criteria are measured 
initially at fair value plus transaction costs. These are subsequently 
measured at amortized cost using the effective interest method. 

 
The Corporation’s financial assets at amortized cost are presented in 
the SFP as Cash and Cash Equivalents, Trade and Other Receivables 
and Investment in Treasury Bills. (See Notes 5, 6, and 7) 

 
For purposes of cash flows reporting and presentation, cash and cash 
equivalents comprise accounts with original maturities of three months 
or less, including cash. These generally include cash on hand, demand 
deposits and short-term, highly liquid investments readily convertible to 
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known amounts of cash and which are subject to insignificant risk of 
changes in value. 

 
Interest income is calculated by applying the effective interest rate to 
the gross carrying amount of the financial assets except for those that 
are subsequently identified as credit-impaired. For credit-impaired 
financial assets at amortized cost, the effective interest rate is applied 
to the net carrying amount of the financial assets (after deduction of the 
loss allowance). The interest earned is recognized in the SCI as part of 
Finance Income. 

 
 

ii) Financial Assets at Fair Value Through Other Comprehensive Income 
(FVOCI) 

 
The Corporation accounts for financial assets at FVOCI if the assets 
meet the following conditions: 

 
 they are held under a business model whose objective is to hold to 

collect the associated cash flows and sell (“hold to collect and 
sell”); and 

 
 the contractual terms of the financial assets give rise to cash flows 

that are SPPI on the principal amount outstanding. 
 

At initial recognition, the Corporation can make an irrevocable election 
(on an instrument-by-instrument basis) to designate equity investments 
as at FVOCI; however, such designation is not permitted if the equity 
investment is held by the Corporation for trading or as mandatorily 
required to be classified as Fair Value Through Profit or Loss (FVTPL). 

 
Financial assets at FVOCI are initially measured at fair value plus 
transaction costs. Subsequently, they are measured at fair value, with 
no deduction for any disposal costs. Gains and losses arising from 
changes in fair value, including the foreign exchange component, are 
recognized in other comprehensive income, net of any effects arising 
from income taxes, and are reported as part of Revaluation Surplus 
account in equity. When the asset is disposed of, the cumulative gain 
or loss previously recognized in the Revaluation Surplus account is not 
reclassified to profit or loss but is reclassified directly to Retained 
Earnings account, except for those debt securities classified as FVOCI 
wherein cumulative fair value gains or losses are recycled to profit or 
loss. 

 
Interest income is calculated by applying the effective interest rate to 
the gross carrying amount of the financial assets except for those that 
are subsequently identified as credit-impaired. For credit-impaired 
financial assets, the effective interest rate is applied to the net carrying 
amount of the financial assets (after deduction of the loss allowance). 
The interest earned is recognized in the SCI as part of Finance Income. 
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iii) Financial Assets at Fair Value Through Profit or Loss 
 

Financial assets that are held within a different business model other 
than “hold to collect” or “hold to collect and sell” are categorized at 
FVTPL. Further, irrespective of business model, financial assets whose 
contractual cash flows are not SPPI are accounted for at FVTPL. In 
addition, equity securities are classified as financial assets at FVTPL, 
unless the Corporation designates an equity investment that is not held 
for trading as at FVOCI at initial recognition. The Corporation’s financial 
assets at FVTPL include equity securities, which are held for trading 
purposes or designated as at FVTPL. 

 
Financial assets at FVTPL are measured at fair value with gains or 
losses recognized in profit or loss as part of Finance Income in the 
statements of profit or loss. The fair values of these financial assets are 
determined by reference to active market transactions or using a 
valuation technique where no active market exists. 

 
Interest earned on these investments is included in the net fair value 
gains (losses) on these assets presented as part of Finance Income in 
the SCI. 

 
(b) Impairment of Financial Assets 

 
From January 1, 2018, the Corporation assesses its expected credit loss 
(ECL) on a forward-looking basis associated with its financial assets carried 
at amortized cost and debt instruments measured at FVOCI. Recognition 
of credit losses is no longer dependent on the Corporation’s identification 
of a credit loss event. Instead, the Corporation considers a broader range 
of information in assessing credit risk and measuring expected credit 
losses, including past events, current conditions, reasonable and 
supportable forecasts that affect collectability of the future cash flows of the 
financial assets. 

 
The key elements used in the calculation of expected credit loss (ECL) are 
as follows: 

 
 Probability of default – It is an estimate of likelihood of default over 

a given time horizon. 
 

 Loss given default – It is an estimate of loss arising in case where 
a default occurs at a given time. It is based on the difference 
between the contractual cash flows of a financial instrument due 
from a counterparty and those that the Corporation would expect 
to receive, including the realization of any collateral. 

 
 Exposure at default – It represents the gross carrying amount of 

the financial instruments subject to the impairment calculation. 
 

Measurement of the ECL is determined by a probability-weighted estimate 
of credit losses over the expected life of the financial instrument. 
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(c) Derecognition of Financial Assets 

 
The financial assets (or where applicable, a part of a financial asset or part 
of a group of financial assets) are derecognized when the contractual rights 
to receive cash flows from the financial instruments expire, or when the 
financial assets and all substantial risks and rewards of ownership have 
been transferred to another party. If the Corporation neither transfers nor 
retains substantially all the risks and rewards of ownership and continues 
to control the transferred assets, the Corporation recognizes its retained 
interest in the asset and an associated liability for amount it may have to 
pay. If the Corporation retains substantially all the risks and rewards of 
ownership of a transferred financial asset, the Corporation continues to 
recognize the financial asset and also recognizes a collateralized 
borrowing for the proceeds received. (PFRS 7 and PFRS 9) 

 
3.4 Inventories 
 

Inventories are electrical supplies and other materials valued at the lower of cost 
and net realizable value applying PAS 1 and PAS 2. Pursuant to COA Circular No. 
2016-006 dated December 29, 2016, tangible assets below the capitalization 
threshold of P15,000 are classified as inventories before these are issued to end- 
users. (See Note 8) 

 
3.5 Other Assets 
 

Other assets pertain to other resources controlled by the Corporation as a result 
of past events. They are recognized in the financial statements when it is probable 
that the future economic benefits will flow to the Corporation and the asset has a 
cost or value that can be measured reliably. 

 
Other recognized assets of similar nature, where future economic benefits are 
expected to flow to the Corporation beyond one year after the end of the reporting 
period or in the normal operating cycle of the business, if longer, are classified as 
non-current assets in accordance with PAS 1.  (See Notes 9 and 12) 

 
3.6 Property, Plant and Equipment 
 

Property, plant and equipment (PPE) are measured at cost less any subsequent 
accumulated depreciation, amortization and any impairment in value. The initial 
cost of PPE consists of its purchase price and other directly attributable costs of 
bringing the asset to its working condition and location for its intended use as 
provided in PAS 1 and PAS 16. (See Note 10) 

 
Subsequent expenditures relating to an item of PPE that have already been 
recognized are added to the carrying amount of the asset when it is probable that 
future economic benefits in excess of the originally assessed standard of 
performance of the existing asset will flow to the Corporation. 

 
All other expenses relating to an item of PPE that is described as repairs and 
maintenance are reflected in the SCI during the year in which they are incurred. 
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Depreciation and amortization are computed on the straight-line method based on 
the following estimated useful life of the property, net of 5 per cent salvage value 
per COA Circular No. 2017-004 Sec. 6-6.3.e: 

 
Infrastructure assets 25 years 
Buildings and other structures 10 years 
Machinery and equipment 2-10 years 
Transportation equipment 5 years  
Leased assets improvement 2- 5 years 

 
The estimated useful lives, residual values and depreciation method are reviewed 
periodically to ensure that the period and method of depreciation are consistent 
with the expected pattern of economic benefits from items of property and 
equipment. 

 
If there is an indication that there has been a significant change in depreciation 
rate, useful life or residual value of an asset, the depreciation of that asset is 
revised prospectively to reflect new expectations. 

 
An item of PPE, including the related accumulated depreciation and impairment 
losses, is derecognized upon disposal or when no future economic benefits are 
expected to arise from the continued use of the asset. Any gain or loss arising from 
the derecognition of the asset (calculated as the difference between the net 
disposal proceeds and the carrying amount of the item) is included in the profit or 
loss in the year the item is derecognized. 

 
Incomplete construction is stated at cost and is depreciated only when the assets 
are already completed and/or put into operational use. 

 
3.7 Exploration and Evaluation Assets 
 

These are initially carried at acquisition cost subject to revaluation after conducting 
an assessment for impairment of the assets, which is dependent on the result of 
exploratory drilling indicating sufficient data from which technical feasibility and 
commercial viability can be determined. 

 
The assets are consequently carried at replacement cost retrospective as at 
November 15, 2007 after the appraisal made by a reputable independent appraiser 
using the replacement cost as basis of valuation. In 2018, an independent 
appraisal of said properties was undertaken wherein the fair value method has 
been applied. (See Notes 10 and 25.2) 

 
Lease-to-purchase mining equipment is carried at “exercise price” or future value 
at the end of the rental period or two years, net of interest at the rate of 11 per 
cent, which is charged to operations. 

 
PMDC also has a Jumbo Drill, tunnel-boring equipment, included in its exploration 
and evaluation assets. Said idle and intended for sale equipment has been 
depreciated and appraised in accordance with PFRS 6, PAS 16 and PAS 36. (See 
Note 10) 
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3.8 Intangible Assets 
 

Intangible assets include acquired licenses, franchises and internally developed 
software, which are accounted for under the cost model. The cost of the asset is 
the amount of cash or cash equivalents paid or the fair value of the other 
considerations given up to acquire an asset at the time of its acquisition or 
production. Capitalized costs are amortized on a straight-line basis over the 
estimated useful lives up to ten years, as the lives of these intangible assets are 
considered finite in accordance with PAS 1 and PAS 38. (See Note 11) 

 
Acquired computer software licenses are capitalized based on the costs incurred 
to acquire and bring to use the specific software. These costs are amortized on the 
basis of the expected useful lives. 

 
Costs associated with developing or maintaining computer software programs are 
recognized as an expense as incurred. 

 
3.9 Financial Liabilities 
 

Financial liabilities, which include trade and other payables (excluding tax-related 
liabilities) and loans payable, are recognized when the Corporation becomes a 
party to the contractual terms of the instrument. These payables are stated at 
nominal values. All interest-related charges incurred on financial liability are 
recognized as expense in profit or loss under finance income (costs)-net in the SCI 
as required in PAS 1 and PFRS 9. (See Notes 13, 15, 16 and 22) 

 
Financial liabilities are classified as current liabilities if payment is due to be settled 
within one year or less after the end of the reporting period (or in the normal 
operating cycle of the business, if longer) or the Corporation does not have an 
unconditional right to defer settlement of the liability for at least twelve months after 
the end of the reporting period. Otherwise, these are presented as non-current 
liabilities. 

 
Financial liabilities are derecognized from the SFP only when the obligations are 
extinguished either through discharge, cancellation or expiration. The difference 
between the carrying amount of the financial liability derecognized and the 
consideration paid or payable is recognized as profit or loss in the SCI. 

 
3.10 Offsetting Financial Instruments 
 

Financial assets and financial liabilities are offset and the resulting net amount, 
considered as a single financial asset or financial liability, is reported in the SFP 
when the Corporation currently has legally enforceable right to set-off the 
recognized amounts and there is an intention to settle on a net basis, or realize the 
asset and settle the liability simultaneously. The right of set-off must be available 
at the end of the reporting period, that is, it is not contingent on future event. It 
must also be enforceable in the normal course of business, in the event of default, 
and in the event of insolvency or bankruptcy; and, must be legally enforceable for 
both entity and all counterparties to the financial instruments (PAS 32). 
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3.11 Provisions and Contingencies 
 

Provisions are recognized when the Corporation has a present legal or 
constructive obligation as a result of a past event, it is probable that an outflow of 
resources embodying economic benefits will be required to settle the obligation 
and a reliable estimate can be made of the amount of the obligation (PAS 1 and 
PAS 37). 

 
In 2018 and 2019, the Corporation sets up a provision for unused vacation and 
sick leave credits of the employees accumulated at the end of the year. (See Notes 
13.1 and 20.4) 

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

 
3.12 Revenue and Expense Recognition 
 

Revenue is recognized by applying PFRS 15 to all contracts that have the following 
attributes (See Notes 18 and 19): 

 
a) Parties to the contract has approved it and are committed to perform; 
b) Each party’s rights to the goods/services transferred are identified; 
c) The payment terms are identified; 
d) The contract has a commercial substance; and 
e) It is probable that an entity will collect the consideration – there is a need 

to evaluate the customer’s ability and intention to pay. 
 

Costs and expenses are decreases in economic benefits during the accounting 
period in the form of outflows or depletion of assets or incurrences of liabilities that 
result in decreases in equity, other than those relating to distributions to equity 
participants. General and administrative expenses are generally recognized when 
the services are used or the expenses arise while interest and other finance 
charges are accrued in the appropriate period. (See Notes 20, 21 and 22) 

 
3.13 Leases 
 

The Corporation assesses whether a contract is or contains a lease, at inception 
of the contract. Should it be applicable, the Corporation shall recognize a right of 
use asset and a corresponding lease liability with respect to all lease arrangements 
in which it is the lessee, except for short-term leases (defined as leases with a 
lease term of 12 months or less) and leases of low-value assets. 

 
For short-term leases and leases of low value assets, the Corporation recognizes 
the lease payments as an operating expense on a straight-line basis over the lease 
term in profit or loss section of the SCI in accordance with PAS 1 and PAS 17 
unless another systematic basis is more representative of the time pattern in which 
economic benefits from the leased assets are consumed. 
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The Corporation’s CY 2019 lease transactions as lessee fall under either short-
term leases or leases of low-value assets. (See Notes 20.17 and 26.1)  

 
3.14 Foreign Currency Transactions and Translations 
 

The Corporation converts into local currency its foreign currency-denominated 
transactions using actual foreign exchange rate prevailing during the month and 
date of transaction, respectively. Monetary assets and liabilities that are 
denominated in foreign currencies are restated using the closing exchange rate at 
reporting date. Foreign exchange (FOREX) gains and losses arising from foreign 
currency fluctuations are recognized in profit or loss section of the SCI for the 
period as provided in PAS 21 and PFRS 9. (See Note 19) 
 

3.15 Impairment of Non-Financial Assets 
 

The Corporation assesses at each reporting date whether there is an indication 
that PPE may be impaired. If any such indication exists or when annual impairment 
testing for a non-financial asset is required, the Corporation makes an estimate of 
the non-financial asset’s recoverable amount. Recoverable amount is the higher 
of a non-financial asset’s fair value less costs to sell and its value in use and is 
determined for an individual asset, unless the non-financial asset does not 
generate cash inflows that are largely independent of those from other or groups 
of non-financial assets (PAS 1 and PAS 36). 

 
When the carrying amount of a non-financial asset exceeds its recoverable 
amount, the non-financial asset is considered impaired and is written down to its 
recoverable amount. An impairment loss is charged against operations in the year 
in which it arises. 

 
An impairment assessment is made at each reporting date as to whether there is 
any indication that previously recognized impairment losses may no longer exists 
or may have decreased. If such indication exists, the recoverable amount is 
estimated. A previously recognized impairment loss is reversed only if there has 
been a change in estimates used to determine the asset’s recoverable amount 
since the last impairment loss was recognized. If that is the case, the carrying 
amount of the asset is increased to its recoverable amount. That increased amount 
cannot exceed the carrying amount that would have been determined, net of 
depreciation, had no impairment loss been recognized for the asset in prior years. 
Such reversal is recognized in the SCI. For PPE, after such reversal, the 
depreciation expense is adjusted in future years to allocate the asset’s revised 
carrying amount, less any residual value, on a systematic basis over its remaining 
life. (See Notes 10 and 11) 

 
3.16 Borrowing Costs 
 

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 (PAS 1 and PAS 23). 
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To the extent that variable rate borrowings are used to finance a qualifying asset 
and are hedged in an effective cash flow hedge of interest rate risk, the effective 
portion of the derivative is recognized in other comprehensive income and 
reclassified to profit or loss when the qualifying asset impacts profit or loss. To the 
extent that fixed rate borrowings are used to finance a qualifying asset and are 
hedged in an effective fair value hedge of interest rate risk, the capitalized 
borrowing costs reflect the hedged interest rate. 

 
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 in profit or loss in the period in which they 
are incurred. The Corporation has not incurred any borrowing costs in the prior 
year and during the reporting period. 

 
3.17 Income Taxes 
 

The Income tax expense represents the amount of tax currently payable (PAS 1 
and PAS 12). 

 
Under PAS 12 income tax expense comprises current and deferred tax. It is 
recognized in profit or loss except to the extent that it relates to a business 
combination, or items recognized directly in equity or in Other Comprehensive 
Income (OCI). 

 
Current tax 

 
Current tax comprises the expected tax payable or receivable on the taxable 
income or loss for the year and any adjustment to the tax payable or receivable in 
respect of previous years. The amount of current tax payable or receivable is the 
best estimate of the tax amount expected to be paid or received that reflects 
uncertainty related to income taxes, if any. It is measured using tax rates enacted 
or substantively enacted at the reporting date. Current tax also includes any tax 
arising from dividends, if applicable. 

 
The tax currently payable is based on the taxable profit for the year. Taxable 
income differs from Profit for the Year as reported in the SCI because of items of 
income or expense that are taxable or deductible in other years and items that are 
neither taxable or deductible. The Corporation’s liability for current tax is calculated 
using the tax rates and tax laws applicable to the periods to which it relates. (See 
Note 23) 

 
Current tax assets and liabilities are offset only if certain criteria are met. 

 
 
 
 
 
 
 



29  

Deferred tax  
 

Deferred tax is recognized in respect of temporary differences between the 
carrying amounts of assets and liabilities for financial reporting purposes and the 
amounts used for taxation purposes. Deferred tax is not recognized for:  

 
– temporary differences on the initial recognition of assets or liabilities in a 
transaction that is not a business combination and that affects neither accounting 
nor taxable profit or loss;  
 
– temporary differences related to investments in subsidiaries, associates and joint 
arrangements to the extent that the Corporation is able to control the timing of the 
reversal of the temporary differences and it is probable that they will not reverse in 
the foreseeable future; and  
 
– taxable temporary differences arising on the initial recognition of goodwill.  

 
Deferred tax assets are recognized for unused tax losses, unused tax credits and 
deductible temporary differences to the extent that it is probable that future taxable 
profits will be available against which they can be used. Future taxable profits are 
determined based on the reversal of relevant taxable temporary differences. If the 
amount of taxable temporary differences is insufficient to recognize a deferred tax 
asset in full, then future taxable profits, adjusted for reversals of existing temporary 
differences are considered.  

 
Deferred tax is measured at the tax rates that are expected to be applied to 
temporary differences when they reverse, using tax rates enacted or substantively 
enacted at the reporting date, and reflects uncertainty related to income taxes, if 
any.  

 
Deferred tax assets and liabilities are offset only if certain criteria are met.  

 
3.18 Related Party Transactions and Relationships 
 

A 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 relationships also exist between and/or among entities, which are 
under common control with the reporting enterprise, or between, and/or among the 
reporting enterprise and its key management personnel, directors, or its 
stockholders. In considering each possible related party relationship, attention is 
directed to the substance of the relationship, and not merely on the legal form as 
provided in PAS 1. (See Note 24) 

 
3.19 Equity 
 

Share capital represents the nominal value of shares that have been issued. 
Revaluation surplus represents appraisal increment of exploration and evaluation 
assets (PAS 32). 
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Retained earnings represent all current and prior period results of operations as 
reported in the profit or loss section of the SCI less any dividends declared. (See 
Note 25) 

 
3.20 Events After the End of the Reporting Period 
 

Any post-year-end event that provides additional information about the 
Corporation’s financial position at the end of the reporting period (adjusting event) 
is reflected in the financial statements. Post-year-end events that are not adjusting 
events, if any, are disclosed when material (PAS 10). 

 
 
4. SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES 
 
In preparing these financial statements, management has made judgements and 
estimates that affect the application of the Corporation’s accounting policies and the 
reported amounts of assets, liabilities, income and expenses. Estimates and underlying 
assumptions are reviewed on an ongoing basis. Revisions to estimates are recognized 
prospectively. 
 
Below is one of the management’s significant judgments and/or estimates that have the 
most significant effect in the preparation of the financial statements for the current period: 

 
Fair value measurements and valuation processes 
 
The Corporation has engaged the services of a third-party valuation Corporation to 
conduct the appraisal of the Exploration and Evaluation Assets at Mt. Diwalwal, Monkayo, 
Davao de Oro. The decrease in property valuation (impairment loss) has been treated as 
a reduction in the revaluation surplus account. (See Note 25.2) 
 
Classification of Financial Instruments 
 
The Corporation classifies and measures a financial instrument, or its component parts, 
on initial recognition as a financial asset, a financial liability or an equity instrument in 
accordance with the substance of the contractual agreement and the definitions of a 
financial asset, a financial liability or an equity instrument. (See Notes 3.3 and Note 3.9) 
 
 
5. CASH AND CASH EQUIVALENTS 
 
This account consists of the following: 
 
 
 2019 2018
Cash on hand 107,000 102,076
Cash in bank-local currency 106,257,082 219,991,614
Cash in bank-foreign currency 2,435,874 14,319,506
Cash equivalents 35,892,640 35,000,000
 144,692,596 269,413,196

 
Cash in bank earns interest at floating rates based on daily bank deposit rates. The dollar 
deposits amounting to US$48,106.52 were translated in Philippine Peso based on the 
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Philippine Dealing System (PDS) closing rate of P50.635 to US$1 prevailing at the end of 
the year. Unrealized exchange loss of P451,941 was recognized. 
 
Cash equivalents pertain to PMDC’s treasury bills placement arranged by the Land Bank 
of the Philippines (LBP) with a term of 63 days at 3.135 per cent yield. 
 
 
6. TRADE AND OTHER RECEIVABLES 
 
6.1 Loans and Receivables 
 
 2019 2018
Accounts receivables   -  9,174,158
 - 9,174,158
 
Accounts receivable represents royalty earned from AAM-PHIL’s completed shipments in 
2018. All receivables were collected in 2019.  

 
 

6.2 Inter-Agency Receivables 
 
 2019 2018
Due from government corporations 3,840 22,633
 3,840 22,633

 
Due from government corporations represent receivables from Social Security System 
(SSS) for the maternity benefit paid by PMDC to its employees. 
 
6.3 Other Receivables 
 
 2019 2018
Due from officers and employees 126,212 119,149
Other receivables 81,826 96,953
 208,038 216,102
Less: Allowance for impairment 112,777 112,777
 95,261 103,325

 
Due from officers and employees consist mainly of receivables from retired/resigned 
employees of PMDC since CY 2006 amounting to P115,967 for that particular year. No 
impairment was recognized in 2019. 
 
 
7. INVESTMENTS 
 
7.1 Financial Assets Held to Maturity 
 
 2019 2018
Investment in Treasury Bills-Local - 50,421,000
 - 50,421,000

 
No placement over 90 days was made in 2019. 
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8. INVENTORIES 
 
This account consists of the following: 
 
 2019 2018
Other supplies and materials inventory 3,571,827 3,613,619
 3,571,827 3,613,619

 
Inventories held for consumption consist mainly of consumable materials and supplies 
kept at the PMDC's Depot Office in Davao City. These were subjected to physical count 
last November 2019. From the results of the physical count, ocular inspection and 
reconciliation, a total of P41,792 worth of spare parts were issued and expensed in CY 
2019. 

 
 

9. OTHER CURRENT ASSETS 
 

This account consists of: 
 

 2019 2018
Advances to special disbursing officer 163,442 5,089,581
Advances to officers and employees 41,016 68,798
Advances to contractors - 41,550
Creditable input tax 3,056,934 1,215,881
Other prepayments 15,480,725 4,857,373
 18,742,117 11,273,183

 
Other prepayments include income tax credit carried forward to succeeding taxable period 
amounting to P15,467,306. 
 
 
10. PROPERTY, PLANT AND EQUIPMENT 
 
This account consists of the following: 
 
  

Infrastructure 
assets 

Buildings 
and other 
structures 

Machinery 
and 

Equipment 

 
Transportation 

equipment 

 
Leased assets 
improvements 

 
Mabatas 

Interim Dam 

 
Construction 
in progress 

 
 
 

Total 
 
 
Year Ended December 31, 2018

        

Opening net book value - 1,905,160 2,013,886 1,572,019 2,403,671 8,658,872 6,346,773 22,900,381 

Additions - - 574,877 - 76,726 - 11,925,700 12,577,303 

Adjustments-cost 10,900,085 - (2,624,716) - 46,778 - (10,900,085) (2,577,938) 

Depreciation for the year (294,303) (334,077) (337,913) (348,659) (1,273,211) - - (2,588,163) 

Adjustments-Accum. depr. - - 2,191,261 - (29,470) - - 2,161,791 

Net book value at end of year 10,605,782 1,571,083 1,817,395 1,223,360 1,224,494 8,658,872 7,372,388 32,473,374 

At December 31, 2018         

Cost 10,900,085 4,446,428 9,619,730 9,886,112 3,985,359 8,658,872 7,372,388 54,868,974 

Accumulated Depreciation (294,303) (2,875,345) (7,802,335) (8,662,752) (2,760,865) - - (22,395,600) 
Net book value 10,605,782 1,571,083 1,817,395 1,223,360 1,224,494 8,658,872 7,372,388 32,473,374 
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Infrastructure 

assets 

Buildings 
and other 
structures 

Machinery 
and 

Equipment 

 
Transportation 

equipment 

 
Leased assets 
improvements 

 
Mabatas 

Interim Dam 

 
Construction 
in progress 

 
 
 

Total 
Year Ended December 31, 2019        

Opening net book value 10,605,782 1,571,083 1,817,395 1,223,360 1,224,494 8,658,872 7,372,388 32,473,374 

Additions 31,362,425 997,498 1,215,745 3,114,718 131,521 - 11,132,448 47,954,355 

Adjustments-cost -   -   (515,414) -   (125,245) - (18,188,692)   
(18,829,351) 

Depreciation for the year (583,891) (504,254) (823,644) (1,051,586) (1,040,036) - - (4,003,411) 

Adjustments-Accum. depr. -   -   489,643 -   22,731 - -     512,374 
Net book value at end of year 41,384,316 2,064,327 2,183,725 3,286,492 213,465 8,658,872 316,144 58,107,341 

At December 31, 2019         

Cost 42,262,510 5,443,926 10,320,061 13,000,830 3,991,635 8,658,872 316,144 83,993,978 

Accumulated Depreciation (878,194) (3,379,599) (8,136,336) (9,714,338) (3,778,170) - - (25,886,637) 

Net book value 41,384,316 2,064,327 2,183,725 3,286,492 213,465 8,658,872 316,144 58,107,341 
  

In CY 2019, PMDC completed construction of 3 of its projects namely, Water Cyanide 
Recycling Facilities Systems and 3 Latrines, Interim Dam Excavation and Reinforced 
Concrete Spillway and Tailings Launder with Decant Tower totaling P31,362,425. 
 
As a result of the flooding last December 30, 2018, the leasehold improvements at the 
2nd floor GRDC Building was disposed on March 2019 upon transfer of PMDC’s Field 
Office to another location.  
 
Construction in progress includes the following: 
 
a. North Davao Sub-office renovation work of P242,023. 

 
b. Depot Storage under construction in CY 2018 P74,121. 
 
Construction of the Mabatas Interim Dam Facility amounting to P8,658,872 was started in 
CY 2003 in consonance with the thrust of DENR to ensure environmental protection and 
non-recurrence of high mercury levels.  

 
Also included in the Property, Plant and Equipment account are the exploration and 
evaluation assets itemized below: 
 
 2019 2018
Victory tunnel and mining equipment 112,211,000 112,211,000
Quasar jumbo drill 1,827,000 1,827,000
Accumulated depreciation (513,950) -
Accumulated impairment loss (204,000) (204,000)
 113,320,050 113,834,000

 
The acquisition of the Victory tunnel and mining equipment for use in conducting and 
expediting core drilling at the 600-meter-level of the Diwalwal Mineral Reservation area 
was covered by a MOA executed on December 23, 2003 by and between PMDC (then 
NRMDC) and JB Management Mining Corporation (JBMMC). As a result of a Joint 
Operating Agreement (JOA) entered into by and between PMDC and PACOMINCO on 
October 20, 2017, the Victory tunnel has been undergoing intensive rehabilitation for 
eventual exploration and production.   
 
The Quasar jumbo drill is a tunnel boring equipment designed to facilitate industrial level 
drilling of holes and enlarging physical openings in support of tunnel construction and 
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accessing underground minerals. The equipment is intended to be sold by Management, 
following public bidding requirements, due to lack of plans to utilize such in the near- term. 
The equipment was appraised at fair value of P1,623,000 in 2018. An allowance for 
impairment of P204,000 was provided for this purpose. (See Note 21.4) 
 
Based on the appraisal conducted in 2018, the Exploration and Evaluation Assets (EEAs) 
posted a fair value of P112,211,000. (See also Note 25.2) 

 
 

11. INTANGIBLE ASSETS 
 
This account consists of: 

 
 2019 2018
Computer software 2,614,277 2,577,938
Computerized accounting system (CAS) 982,143 982,143
ArcGIS software 223,214 223,214
 3,819,634 3,783,295
Less: Accumulated amortization (2,675,179) (2,396,116)
 1,144,455 1,387,179

 
 

12. OTHER NON-CURRENT FINANCIAL ASSETS 
 
This account consists of: 

 
 2019 2018 
Other deposits 1,445,068 938,097 
 1,445,068 938,097 

 
Other deposits are guarantees made on account of contractual obligations. 
 
 
13. TRADE AND OTHER PAYABLES 
 
13.1     Payables 

 
 2019 2018 
Accounts payable   5,309,727 10,744,880 
Due to officers and employees 42,338 44,628 
 5,352,065 10,789,508 

 
Accounts payable consists of unreleased checks to different suppliers amounting to 
P294,130, accrued liabilities of P3,616,387, which is inclusive unused vacation and sick 
leave credits of the employees and P1,399,210 retention payable to the Mabatas project 
contractor. 

 
13.2     Bills/Bonds/Loans Payable 

 
 2019 2018 
Loans payable – domestic   
          National Development Corporation (NDC) 20,460,273 10,394,690 
 20,460,273 10,394,690 
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The current portion of the loans, which will fall due within one year from the date of the 
SFP, are P20,460,273 and P10,394,690 in CYs 2019 and 2018, respectively. The 
Company has temporarily suspended its monthly loan amortization payments to NDC 
starting with March 2019 billing. An arbitration case was already filed before the Office of 
the Government Corporate Counsel (OGCC). 
 
13.3     Inter-agency Payables 
 

 

 2019 2018 
Due to BIR 1,357,546 599,369 
Due to Pag-IBIG 48,509 53,057 
Due to PhilHealth 44,207 37,084 
Due to SSS 80,748 68,079 
Value added tax payable 321 5,892,857 
 1,531,331 6,650,446 

 
13.4     Trust Liabilities 
 
 2019 2018 
Trust liabilities 5,892,906 5,817,906 
 5,892,906 5,817,906 

 
This account represents performance bonds for awarded contracts; bid security from 
qualified bidders, sale of bid documents, and others trust funds, which will be used to fund 
the Bids and Award Committee (BAC) honoraria. It also includes royalty allocation for any 
claimants. 

 
Royalty allocation consists of one per cent allocated to any claimants who may later 
establish their vested rights out of the 15 per cent government share and service fee of 
service contractors in connection with the Diwalwal Direct State Development Project 
including any incidental production from the Victory tunnel. 

 
14. DEFERRED CREDITS/UNEARNED INCOME 
 
 2019 2018 
Output tax - 2,089 
Unearned revenue/income - 200,000,000 
 - 200,002,089 

 
Unearned revenue/income in 2018 represented an advance payment of commitment fees 
from PACOMINCO based on the Joint Operating Agreement (JOA) entered into by and 
between PMDC and PACOMINCO on October 20, 2017. Such payment was subject to 
the fulfillment of the approval by the Regional Trial Court of the Compromise Agreement 
between PMDC and JB Management Mining Corporation (JBMMC) and the eventual lifting 
of the Preliminary Injunction over the Diwalwal mining operation  
 
On April 1, 2019, PMDC received the duly approved Compromise Agreement between 
PMDC and JBMMC dated March 11, 2019, which also caused the lifting of the Preliminary 
Injunction and eventually the reversal of the unearned revenue/income (Note 18.1). 
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15. OTHER PAYABLES 
 

 2019 2018 
Dividends Payable 32,390,606 - 
 32,390,606 - 

 
Although the request for downward adjustment of dividends on CY 2018 net earnings is 
still pending approval, the Company with the recommendation of the COA has recognized 
in its books of accounts a Dividends payable for the year. (See also Note 25.3) 

 
 

16. NON-CURRENT FINANCIAL LIABILITIES 
 

 2019 2018 
NDC 36,200,128 47,913,125 
 36,200,128 47,913,125 

 
The balance of the NDC loan represents the non-current portion of the revised loan 
agreement between PMDC and NDC Management. (See also Note 13.2) 
 
 
17. NON-CURRENT DEFERRED CREDITS/UNEARNED INCOME 
 
 2019 2018 
Other deferred credits 8,000,000 9,322,550 
 8,000,000 9,322,550 

 
For CYs 2019, other deferred credits from the proceeds of the sale/disposal of 
unserviceable mining equipment covered by a MOA between PMDC and JBMMC in the 
amount of P1,322,550 was recognized as income with the approval of the Compromise 
Agreement between PMDC and JBMMC on April 1, 2019. 
 
The Other Deferred Credits account includes a balance of P3,000,000 representing 
advances from the Pacific Nickel Corporation (Parcel 2A Dinagat Nickel-Chromite Project) 
while the remaining balance of P5,000,000 emanates from the advance royalties paid in 
CY 2013 by a Cagayan-based developer with its intent on dredging a part of the Cagayan 
coastline. The proposed project’s contractual arrangements are currently being worked 
out by the concerned parties. 
 
 
18. REVENUES 
 
18.1 Service and Business Income 
 
 2019 2018 
Royalty fees - 23,708,626 
Interest income (net) 5,349,855 1,345,830 
Other business income-commitment fee 178,571,429 138,392,857 
Other business income 1,630,864 330,707 
 185,552,148 163,778,020 

 
Starting 2018, the PMDC royalty income has been subjected to final tax as directed by the 
Bureau of Internal Revenue (BIR) in its Memorandum No. M-0492018 dated April 5, 2018. 
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For CY 2019, no royalty income was generated as AAM-Phil, the Company’s partner-
operator, underwent a CMP (See Notes 2.I.a and b).  Commitment fees both for 2019 and 
2018 were generated by virtue of the JOA with PACOMINCO (See also Note 14).  
 
 
19. GAIN/LOSS ON FOREIGN EXCHANGE 
 
19.1      Other Operating Income and Expenses 
 
 2019 2018 
Gain on FOREX – realized - 440,414 
 - 440,414 

 
19.2      Other Comprehensive Income (Loss) for the Period 

 
 2019 2018 
Gain (loss) on FOREX – unrealized: Exchange rate  
        changes on foreign currency denominated account 

  
(451,941) 

 
417,521  

Exchange rate changes on accounts receivable - 2,181 
 (451,941) 419,702 

 
20. OPERATING EXPENSE BY NATURE PERSONNEL SERVICES 

 
PERSONNEL SERVICES 
 
20.1 Salaries and Wages 

 2019 2018 
Salaries and wages-regular 37,168,328 31,494,730 
Salaries and wages-casual/contractual - 131,591 
 37,168,328 31,626,321 

 

20.2 Other Compensation 

 2019 2018 
Year-end bonus 6,509,707 5,288,522 
Personnel economic relief allowance (PERA) 1,410,685 580,955 
Representation allowance (RA) 850,125 370,625 
Transportation allowance (TA) 817,125 355,625 
Overtime & night pay 475,912 620,694 
Clothing/uniform allowance 450,000 324,000 
Productivity incentive allowance 404,000 336,000 
Other bonuses and allowance 2,985,082 2,116,598 
 13,902,636 9,993,019 

 
The increase in the personnel services accounts was due to the adoption of the Modified 
Salary Schedule under Executive Order (E.O.) No. 201 s. 2016 pursuant to the Interim 
Compensation Framework under E.O. No. 36 s. 2017 authorized by the Governance 
Commission for GOCCs (GCG) effective July 2018.  
 
Other bonuses and allowances include the accrual of the 2016 Performance Based Bonus 
(PBB) of resigned employees amounting to P1,089,241. 
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20.3 Personnel Benefits Contributions 
 

 2019 2018
Retirement and life insurance premiums 1,198,895 752,889
Pag-IBIG contributions 90,794 72,600
PhilHealth contributions 342,087 250,371
Employees compensation insurance premiums 22,440 16,870
 1,654,216 1,092,730
 
20.4 Other Personnel Benefits 

 
 2019 2018
Other Personnel Benefits 2,007,899 976,678
 2,007,899 976,678
Total Personnel Services 54,733,079 43,688,748
 
Other personnel benefits are unused sick leave and vacation leave which are monetized 
for accrual purposes. (See also Note 13.1) 

 
 

MAINTENANCE AND OTHER OPERATING EXPENSES 
 
 

20.5 Traveling Expenses 
 
 2019 2018
Traveling expenses-local 3,538,215 4,474,281
 3,538,215 4,474,281

 
20.6 Training and Scholarship Expenses 

 
 2019 2018
Training expenses 770,290 431,863
 770,290 431,863

 
20.7 Supplies and Materials Expenses 

 
 2019 2018
Fuel, oil and lubricants expenses 774,585 687,504
Office supplies expense 367,953 294,758
Semi-expendable machinery and equipment expenses 318,011 234,705
Non-accountable forms expenses 22,300 9,950
Drugs and medicines expenses 7,967 5,336
Other supplies and material expenses 535,130 717,096
 2,025,946 1,949,349

 
20.8 Utility Expenses 

 
 2019 2018
Electricity expenses 452,472 438,058
Water expenses 16,155 11,944
Other Utility expenses 282,589 232,594
 751,216 682,596
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20.9 Communication Expenses 
 

 2019 2018
Telephone expenses 191,794 412,813
Internet subscription expenses 123,320 104,589
Postage and courier services 51,261 62,783
 366,375 580,185

 
20.10 Survey, Research, Exploration and Development Expenses 

 
 2019 2018
Research, exploration and development expenses 44,868 -
 44,868 -

 
 

20.11 Confidential, Intelligence and Extraordinary Expenses 
 

 2019 2018
Confidential expenses 5,000,000 10,021,300
Extraordinary and miscellaneous expenses 87,229 160,152
 5,087,229 10,181,452

 
 

20.12 Professional Services 
 

 2019 2018
Auditing services 4,598,801 3,844,963
Legal services 863,652 305,203
Consultancy services 783,548 357,810
 6,246,001 4,507,976

 
 

20.13 General Services 
 

 2019 2018
Security services 817,780 176,786
Environment/sanitary services 46,339 50,007
Other general services 2,767,638 490,018
 3,631,757 716,811

 

20.14 Repairs and Maintenance 
 

 2019 2018
Repairs and maintenance-buildings and other structures 588,264 1,900
Repairs and maintenance-transportation equipment 270,824 613,294
Repairs and maintenance-furniture and fixtures 25,428 1,350
Repairs and maintenance-machinery and equipment 24,390 52,250
Repairs and maintenance-other property, plant and equipment 8,791 17,170
 917,697 685,964
 

20.15 Financial Assistance/Subsidy/Contribution 
 
 2019 2018
Financial assistance/subsidy/contribution-others 75,000 117,070
 75,000 117,070
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20.16 Taxes, Insurance Premiums and Other Fees 
 

 2019 2018
Taxes, duties and licenses 5,666,010 353,146
Fidelity bond premiums 482,675 496,455
Insurance expenses 482,813 104,667
 6,631,498 954,268
 

20.17 Other Maintenance and Operating Expenses 
 

 2019 2018
Rent/lease expenses 3,557,586 2,876,136
Major events and conventions expenses 504,709 -
Subscription expenses 236,341  199,700
Representation expenses 134,235 58,008
Advertising, promotional and marketing expenses 104,300 54,123
Printing and publication expenses 75,267 13,594
Directors and committee members' fees 70,000 60,000
Donations 33,185 409,500
Membership dues and contributions to organizations 2,200 49,100
Other maintenance and operating expenses 2,924,170 2,354,419
 7,641,993 6,074,580
Total Maintenance and Other Operating Expenses 37,728,085 31,356,395

 
21. NON-CASH EXPENSES 

 
21.2 Depreciation 

 
 2019 2018
Depreciation-transportation equipment 1,051,586 348,659
Depreciation-leased assets improvements 1,040,036 1,273,211
Depreciation-machinery and equipment 823,644 337,913
Depreciation-infrastructure assets 583,891 294,303
Depreciation-buildings and other structures 504,254 334,077
Depreciation-other property, plant and equipment 513,950 -
 4,517,361 2,588,163

 
21.3 Amortization 
 
 2019 2018
Amortization-intangible assets 279,063 234,324
 279,063 234,324

 
21.4 Impairment Loss 
 
 2019 2018
Impairment loss-property, plant and equipment 128,286 204,000
 128,286 204,000

 
21.5 Loss on sale of assets 
 
 2019 2018 
Loss on FOREX 29,662 339,041
 29,662 339,041
Total Non-Cash Expenses 4,954,372 3,365,528 
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22. FINANCE INCOME (COSTS) 
 
 2019 2018 
Interest expenses 1,157,960 7,607,483 
Bank charges 165,242 30,062 
 1,323,202 7,637,545 

 
 
23. INCOME TAX EXPENSE AND INCOME TAX PAYABLE 
 
The computation for the Income tax expense is shown below: 
 
 2019 2018 
Pre-tax income 86,361,469 78,589,920 
Add (Less): 

Interest income already subjected to final tax 
 

(5,349,855) 
 

(1,345,830) 
Unrealized foreign exchange (gain)/loss 451,941 (419,702) 
Royalty fees subjected to final tax - (23,708,626) 
Net operating loss carry over (NOLCO) - (8,485,739) 

Taxable income, BIR basis 81,463,555 44,630,023 
Regular Corporate Income Tax (RCIT) using BIR rate of 30 per cent 24,439,067 13,389,007 

Gross income, BIR basis 180,202,293 139,163,978 

Minimum Corporate Income Tax (MCIT) using BIR rate of 2 per cent 3,604,046 2,783,280 

Tax due (higher between RCIT and MCIT) 24,439,067 13,389,007 
Creditable withholding tax (20,455) (3,792,227) 
Unexpired excess of prior year’s MCIT over NCIT - (1,002,199) 
Prior year’s excess credits (4,844,791) - 
Tax payments for the previous quarters (35,041,127) (13,439,372) 
Income tax credit carried forward to succeeding taxable period (15,467,306) (4,844,791) 

 
 
24. RELATED PARTY TRANSACTIONS 
 
The Company’s transactions with its related parties involve its stockholders and the 
Company’s key management personnel. 
 
a) On May 28, 2013, the PMDC and NDC Management agreed on the restructuring 

of the two loan agreements granted in August 2005 (P25,000,000) and November 
2006 (P25,000,000) with consideration on the following terms (See Notes 13.2 and 
16): 

 
a.1  Consolidation of the principal of P50,000,000 and interest of P47,768,000 
(composed of interest as of December 31, 2012 and total interest for the period 
January - December 2013), a total of P97,768,000 which would be the basis of the 
settlement; 

 
a.2  Agreement on a 10-year period settlement with revised fixed monthly 
payments of P1,402,687 inclusive of 12 per cent annual interest rate. Payment 
would commence in July 2013 up to June 2023. 
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a.3  Subsequent to the settlement of the restructured loan of P97,768,000 is the 
settlement of the accrued penalties on the original loans amounting to P54,611,477 
for a period of 39 months. Payments of P1,400,000 will be made monthly 
commencing in July 2023 up to June 2026. 

 
b) Key management personnel compensation 

 
Key management personnel compensation which is included under salaries 
and other compensation amounted to P16,370,532 and P14,078,518 in 2019 
and 2018, respectively. (See Notes 20.1 and 20.2) 

 
 
25. EQUITY 
 
25.1 Share Capital 
 
The initial 100,000 shares of stock (par value of P1,000 per share) were fully subscribed 
by PNOC-EDC and DENR-NRDC. As at December 31, 2003, PNOC-EDC had fully paid 
its 45,000 shares worth P45,000,000, while DENR-NRDC had fully paid P55,000,000 
worth of subscribed stocks on April 20, 2007. The PNOC-EDC shares were turned over 
to PNOC, the parent firm of PNOC-EDC, in CY 2006. 
 
In CY 2005, the Corporation’s shares of stock were increased to 125,000 with NDC 
acquiring the additional 25,000 shares equivalent to P25,000,000 duly subscribed and 
paid for. NDC’s subscription, which was approved by its BOD under Resolution Nos. 02- 
05-19 and 02-05-23, was covered by a Subscription Agreement dated March 22, 2005. 
 
25.2 Revaluation Surplus 
 
This account represents the projected appraisal increment in the value of the Victory 
tunnel and mining equipment in the amount of P144,415,500, between the acquisition cost 
of P80,000,000 and the replacement cost of P224,415,500, retrospective as at November 
15, 2007. 
 
In 2018, an appraisal of the exploration and evaluation assets (Victory Tunnel and Mining 
Equipment) was made. Corresponding impairment of the asset amounting to 
P134,409,552 was deducted to the previously recorded revaluation surplus of 
P144,415,500 bringing the 2018 balance to P10,005,948. (See Note 10) 

 
25.3 Retained Earnings 

  
Changes in retained earnings were primarily due to net earnings posted in 2019 and 2018 
as well as dividends. 
 
For CY 2018 dividends declaration and remittance, the Company’s Board thru Board 
Resolution No. BD 08-19 s. 2019 has authorized the Management to remit the appropriate 
amount of either 50% or 15% of net earnings depending on the result of its appeal for 
downward adjustment to the Office of the President. 
 
With the COA’s recommendation and pending the resolution of its appeal for reduction, 
the Company recognized in CY 2019 a Dividends Payable of P32,390,606 representing 
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50% of CY 2018 net earnings. It was further recommended that a reversal of the related 
accounts shall be made should the 15% adjustment be granted. (See Note 15) 

 
Similarly, for CY 2019 dividends, the Board thru Board Resolution No. BD 26-20 s. 2020 
approved and confirmed the Company’s request to the Department of Finance (DOF) for 
25% to P15.6million downward adjustment on CY 2019 net earnings. The same amount 
was also declared for remittance. A partial remittance of P7million was made to the Bureau 
of the Treasury (BTr) on April 21, 2020. The remaining balance which will be based on 
CY 2019 Audited Financial Statements will be remitted in June 2021. 
 
 
26. COMMITMENTS AND CONTINGENCIES 
 
26.1 Lease 
 
The Corporation has a number of lease agreements covering office spaces, parking slots 
and warehouses that are accounted for as operating lease with periods ranging from six 
months to one year. 
 
Operating lease expense recognized in the statements of profit or loss and other 
comprehensive income amounted to P3.558 million and P2.876 million in 2019 and 2018, 
respectively. (See Note 20.17) 
 
 
27. RISK MANAGEMENT OBJECTIVES AND POLICIES 
 
27.1 Market Risk 
 

27.1.1 Foreign Currency Risk 
 

The Corporation is exposed to foreign exchange risk arising from currency 
exposures primarily with respect to the US Dollar. Foreign exchange risk arises 
when future commercial transactions and recognized assets and liabilities are 
denominated in a currency that is not the Corporation’s functional currency. 
Significant fluctuations in the exchanges rates could significantly affect the 
Corporation’s financial position. 

 
The carrying amounts of the Corporation’s foreign currency denominated 
monetary assets and liabilities at reporting date are as follows: 

 
 2019  2018  

 
US Dollar 

Peso 
Equivalent 

 
US Dollar 

Peso 
Equivalent 

Cash and cash equivalents $ 48,106.52 2,435,873.64 $ 272,337.51 14,319,506 
Accounts receivable         -                - 174,480.00 9,174,158 
Net exposure $ 48,106.52 2,435,873.64 $ 446,817.51 23,493,664 
Converted to Philippine peso at US$1.00: P50.635 as at December 31, 2019 and US$1.00: P52.58 
as at December 31, 2018 
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27.1.2 Interest Rate Risk 
 

Interest rate risk is the risk that future cash flows from a financial instrument (cash 
flow interest rate risk) or its fair value (fair value interest rate risk) will fluctuate 
because of changes in market interest rates. 

 
27.2 Credit Risk 
 
Credit risk is the risk that counterparties may not be able to settle their obligations as 
agreed. To manage this risk, the Corporation periodically assesses the financial reliability 
of customers. 
 
The table below shows the gross maximum exposure to credit risk of the Corporation as 
at December 31, 2019 and 2018. 
 
  
                         Gross Maximum Exposure 
 2019 2018
Cash and cash equivalents* 144,585,596 269,311,120
Trade and other receivables 211,878 9,412,893
 144,797,474 278,724,013
*excludes Cash on hand   

 
To cushion PMDC’s exposure to credit risk, funds are channeled  thru short-term Treasury 
Bills guaranteed by the Philippine Government. 
 
Trade and other receivables are accounts with its customer, national government 
agencies and due from employees. 
 
The credit quality of the Corporation’s assets as at December 31, 2019 and 2018 is as 
follows: 
 
 

December 31, 2019 
 Neither past due nor 

  impaired  
Standard 

High grade grade 

 
Past due 
but not 

impaired 

 
Past due 

and 
impaired 

 
 

Total

Cash and cash equivalents     144,585,596                       -  - - 144,585,596
Trade and other receivables               -              99,101 - 112,777 211,878 
     144,585,596              99,101 - 112,777 144,797,474
 

December 31, 2018 
 Neither past due nor 

  impaired  
Standard 

High grade grade 

 
Past due 
but not 

impaired 

 
Past due 

and 
Impaired 

 
 

Total

Cash and cash equivalents     269,311,120                         - - - 269,311,120
Trade and other receivables    -       9,300,116                - 112,777 9,412,893
     269,311,120       9,300,116 - 112,777 278,724,013

 
High-grade cash and cash equivalents are short-term placements and working cash fund 
placed, invested, or deposited in Land Bank of the Philippines (LBP) and Development 
Bank of the Philippines (DBP). 
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Standard grade accounts are active accounts that are typically not impaired as the 
counterparties generally respond to credit actions and update their payments accordingly. 
 
27.3 Liquidity Risk 
 
Liquidity risk is the risk that the Corporation will encounter difficulty in raising funds to meet 
its contractual obligations and commitments. The seasonality of revenue generation 
exposes the Corporation to shortage of funds during slack season and may result in 
payment defaults of financial commitments. 
 
The Corporation manages its liquidity profile to: (i) ensure that adequate funding is 
available at all times; (ii) meet commitments as they arise without incurring unnecessary 
costs; (iii) to be able to access funding when needed at the least possible cost, and (iv) 
maintain an adequate time spread of financing maturities. 
 
The following table summarizes the maturity profile of the Corporation’s financial liabilities 
as at December 31, 2019 and 2018. 

 
 December 31, 2019 
 On demand Less than 3 

months 
3 to 12 
months 

>1 to 5 
years 

Total 

Accounts payable and   
      accrued expenses 

 
2,633,195 

 
2,676,532 

 
- 

 
- 5,309,727

Loans payable 8,747,277 - 11,712,997 36,200,127 56,660,401
 11,380,472 2,676,532 11,712,997 36,200,127 61,970,128

 
 December 31, 2018 
 On demand Less than 

3 months 
3 to 12 
months 

>1 to 5 
years 

Total 

Accounts payable and   
      accrued expenses 

 
10,724,939 

 
812 

 
19,129 

 
- 10,744,880

Loans payable - - 10,394,690 47,913,125 58,307,815
 10,724,939 812 10,413,819 47,913,125 69,052,695

  
 
28. SUPPLEMENTARY INFORMATION AS REQUIRED UNDER BIR REVENUE 

REGULATION (RR) NO. 15-2010 
 
In compliance with the requirements set forth by BIR RR No.15-2010, hereunder are the 
information on taxes, duties, and license fees paid or accrued during the taxable years of 
2019 and 2018. The Corporation has also included further disclosures on tax related 
matters arising from the COA’s Audit Observation Memorandum provided in the course of 
their review of the PMDC’s financial statements. These are included in the appropriate 
sections. 
 

a. The Corporation is VAT-registered with VAT output tax declarations of 
P21,626,262 and P18,146,217 taken from output tax deferral and based on the 
amounts reflected in the revenues of the Corporation of P180,218,852 and 
P151,218,477 for CYs 2019 and 2018, respectively. These were reported to BIR 
based on the Quarterly VAT forms submitted on various dates in CYs 2019 and 
2018. 

 
b. PMDC has no zero-rated/exempt revenues for the taxable year. 
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c. The amount of VAT Input taxes claimed are broken down as follows: 

 
 2019 2018
Current year’s purchases:  
On purchases of capital goods:  
       Exceeding P1 million 66,589 -
       Not exceeding P1 million 110,034 78,508
Domestic purchases of goods other than capital goods 264,647 559,608
Domestic purchases of services 3,852,556 1,661,356
 4,293,826 2,299,472

 
d. There were no royalty fees/income during the year. 
  
e. There were no importations made by the Corporation during the taxable 
year. 

 
f. The Corporation had no excise tax due on sales of minerals for both years, 
as it is not engaged in the sale of such minerals. The Corporation, as stated in 
Note 2, is engaged in the promotion and marketing of the government’s idle mining 
claims to the private sector for their technical diligence, investment and eventual 
operations. The remittance of excise tax amounting to P19,024 in CY 2018 was 
due to share collected from the small-scale miners in North Davao and DMRA. 

 
g. PMDC incurred a total of P10,189,084 and P3,830,404 on rentals, 
insurance, taxes, fees and licenses for CYs 2019 and 2018, respectively. The 
insurance expense for CY 2019 amounted to P482,813, while for CY 2018 it 
amounted to P104,667. 

 
Details are summarized below: 

 
 2019 2018 
Rentals; fees/dues/other charges for parking space; insurance costs 

and rentals of motor vehicle and microcomputers and office 
equipment     4,040,399 2,980,803

Fidelity bond and premiums 482,675 496,455 
 4,523,074 3,477,258 
Taxes, fees and licenses: 

Motor vehicle registration 30,937 56,688 
Notarial and legal fees 17,634 40,864 
SEC listing and registration/BIR fees 1,000 1,000 
Documentary stamp tax 120 2,726 

      Business taxes, business permits and barangay clearance and  
            other fees  

 
5,616,319 

 
251,868 

5,666,010 353,146 
10,189,084 3,830,404 

 
The amount of withholding taxes paid/accrued for the year amounted, as follows: 

 
 2019 2018
Income taxes withheld on compensation 5,398,986 4,318,102
Creditable income taxes withheld (expanded) 964,543 474,348
Withholding VAT 1,912,721 959,120
 8,276,250 5,751,570
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h. Certificates of Approval for the Corporation’s application for abatement/ 
cancellation of penalties were received for the following taxable years (TY): 

 
Date of Approval Taxable Period Tax Type Amount Cancelled 
June 2, 2016 TY 2007 VAT/WC/WE/WG/EX/DST 641,116 
March 1, 2016 TY 2010 VAT 6,477,706 
March 1, 2016 TY 2011 VAT 951,328 
   8,070,150 

 
For CY 2006 deficiency income tax assessment of P8,177,213, the BIR issued a 
Notice of Denial dated January 28, 2016 for P6,594,527 (net of the previous 
payment of P1,582,686). Management noting that the Bureau in the exchange of 
communications from the time of the assessment did not consider that PMDC had 
not realized any revenue from the procurement of the goods and services, which 
the Bureau incorrectly deduced as intended for sales, will contest the BIR’s 
position with the help of the Office of the Government Corporate Counsel (OGCC). 
PMDC filed an appeal with the Court of Tax Appeals (CTA), with CTA Case No. 
9292 docket forwarded to Litigation Division by BIR Large Taxpayer last March 31, 
2016. 



 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

PART II - OBSERVATIONS AND 
RECOMMENDATIONS 
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PART II - OBSERVATIONS AND RECOMMENDATIONS 
 
 
1. The propriety of the payments of subsistence allowance and incidental 
expenses to the Citizens Armed Forces Geographical Unit Active Auxiliary 
Company II (CAAC-II) of P0.769 million and payments to Professional hired under 
Individual Contract of Service of P0.630 million were not established due to 
incomplete supporting documents.  This is not compliant with Section 4(6) and 
4(7) of PD 1445. 
 
1.1 Section 4 - Fundamental principles of PD 1445 states that: Financial transactions 
and operations of any government agency shall be governed by the fundamental 
principles set forth hereunder, to wit: 
 

(6) Claims against government funds shall be supported with complete 
documentation. 
 
(7) All laws and regulations applicable to financial transactions shall be 
faithfully adhered to. 

 
1.2 COA Circular 2012-001 dated June 14, 2012 prescribed the revised Guidelines 
and Documentary Requirements for Government transactions that should be adhered to 
by all government entities. 
 
 
Incomplete documents to support payments 
of subsistence allowance and incidental 
expenses to CAAC II – P0.769 million 
 
1.3 The Memorandum of Agreement (MOA) entered into by and between the PMDC, 
represented by Chairman, President and CEO referred as the FIRST PARTY and the 
10th INFANTRY (AGILA) Division, Philippine Army stationed at Camp General Manuel T. 
Yan, Sr., Brgy. Tuburan, Mawab, Compostela Valley, represented by Infantry Division 
Commander, referred as the SECOND PARTY provides, among others that:  

 
a. The FIRST PARTY requested the activation of one (1) Citizens Armed 
Forces Geographical Unit Active Auxiliary Company II (CAAC-II) to secure and 
protect the company’s contract area and mining operation, safety of its 
personnel and mining properties of PMDC at DMRA against lawless elements, 
rebel group, and insurgents. 

  
b. The SECOND PARTY agrees to the request of the FIRST PARTY for the 
services of the CAAC-II within its territory. 
 
c. The FIRST PARTY shall be required to provide all appointed CAA-II 
allowances and benefits as provided in the MOA. 
 
d. The FIRST PARTY shall provide complete uniform and equipment (CCIE) 
to the CAA-II 
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e. FIRST PARTY must shoulder the necessary expenses for the purchase of 
ammunitions during the training and actual deployment. 
 
f. The SECOND PARTY shall provide CAAC-II to the FIRST PARTY 
anchored primarily on the protection of the FIRST PARTY’s personnel, 
properties and compound. 
 

1.4 The budget cost of the MOA of P18.463 million was approved by PMDC Board in 
its meeting conducted on April 10, 2019:  Board Resolution No. BD-03-19 Approval of 
the Supplemental Budget for CY 2019, breakdown shown in Table 1. 

 
Table 1 – Budget Cost of the CAAC – II 

 
Particulars Amount 
Activation Cost P  4,749,120 
Mobility, Communication and Structures 4,269,000 
Recurring Cost 9,445,066 
Total P 18,463,186 

 
 
1.5 Cash advances in the total amount of P0.769 million were granted to the PMDC 
Disbursing Officer to defray expenses relative to CAA-II expenses and subject to 
liquidation and was charged under MOOE-Security Services as shown in Table 2. 
 

Table 2 – Cash Advances Granted to Defray CAA-II Expenses 
For the Period November to December 2019 

 
Reference/Check No. Date Amount Granted Amount Liquidated 
257125 11/20/2019 P 24,000 P   24,074* 
1165967 11/20/2019 177,750 177,750 
257133 11/27/2019 141,750 141,750 
257152 12/14/2019 141,750 141,750 
257168 12/18/2019 141,750 141,750 
257186 12/18/2019 141,750 141,750   
  P768,750 P768,824 

*The amount of P74.00 was reimbursed to the SDO 
 
1.6 Audit and verification of the liquidation vouchers for the cash advances granted 
submitted to this Office to determine compliance of the payments with existing laws and 
regulations disclosed that the CAA-II expenses amounting to P0.769 million, details 
shown in Table 3, lacked the necessary documents to support its propriety as required 
in Section 4(6) of PD 1445 and COA Circular No. 2012-001. 
 

Table 3 - Summary of CAA-II Expenses Charged to Security Services Account 
For the Period November to December 2019 

 
Date JEV  No. Particulars Amount 
11/20/2019     0001926 Expenses for the Office of the Asst. Chief of Staff for Operations, G3 P  24,074 
11/25/2019 
11/20/2019 

0001952 
1165967 

Subsistence allowance  (SA) for the 120 CAFGU trainees =P126,000; 
and 15 training committees = P15,750.00 for 7 days @ P150/day; and 
Expenses for Background Investigation = P36,000.00 for the period 
November 22-28, 2019 

177,750 
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Date JEV  No. Particulars Amount 
12/03/2019 
11/27/2019 

0001958 
257133 

SA for the 120 CAFGU trainee and 15 training committees for 7 days 
@ P150/day for the period November 29 to December 5, 2019 

141,750 

12/10/2019 
12/14/2019 

0001961 
257152 

SA for the 120 CAFGU trainee and 15 training committees for 7 days 
@ P150/day for the period December 6-12, 2019 

141,750 

12/20/2019 
12/18/2019 

0001963 
257168 

SA  for the 120 CAFGU trainee and 15 training committees for 7 days 
@ P150/day for the period December 13-19, 2019 

141,750 

12/27/2019 
12/19/2010 

0001995 
257186 

SA for the 120 CAFGU trainee and 15 training committees for 7 days 
@ P150/day for the period December 20-26, 2019 

141,750 

Total   P768,824 

 
 
1.7 The deficiencies in documentation to support the delivery and acceptances of the 
services, are observed as follows: 
 

a. The copy of the MOA was undated and not notarized. 
 
b. The MOA was not supported with Work Financial Plan or any document 
showing the activities to be undertaken and the corresponding timelines within 
which the activities are to be undertaken, the deliverables, equipment to be 
purchased and the respective amounts. 
 
c. Documents required under Nos. 1 and 2 of the General Provisions of the 
MOA, such as:  i) Copy of the Tangol Bayan “DELTA,” its amendments, and 
other relevant laws; and ii) Treat Justification issued by Regional Intelligence 
Coordinating Committee (RICC) as required in all activation and renewal of 
CAAC-II to support the necessity of the service were not attached to the CA 
vouchers or the Liquidation Vouchers. 
 
d. Payment of expenses incurred for the conduct of the Background 
Investigation in the amount of P36,000 was not supported with documents such 
as, but not limited to: Billing Statement, Invoice and report of the background 
investigation conducted duly accepted by the PMDC-end user to support the 
delivery of services, and Official receipt to support payment was received by the 
service provider. 
 
e. Payment/s of the subsistence allowance for the 120 CAFGU trainees and 
15 members of the training committee for the period November 22 to December 
26, 2019 in the aggregate amount of P708,750 were supported only by:  (i) List 
of Names of the Trainees and members of the Training Committee with their 
signatures.  This, however, could not replace the required Report of 
Disbursement certified correct by the designated disbursing/accountable Officer 
and noted by the PMDC end user, and Report of Attendance duly signed by the 
Trainees/Payees and the AFP Training Heads/Coordinators. 
 
f. IDs of the CAAC-II Trainees to support the receipt of the subsistence 
allowances were not valid government issued IDs, particularly SSS ID (as the 
PMDC is required to pay SSS benefits/premium) or AFP issued IDs that should 
have been issued to the CAAC-II members/trainees on the first week of their 
training. 
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g. Monthly Accomplishment Reports are not attached to the Liquidation 
Vouchers. 

 
 
Incomplete documents to support payment of 
contract of service – P0.630 million 
 
1.8 On May 15, 2020, a contract of service (COS) was entered into by and between 
the PMDC, represented by Chairman, President and CEO and a Chemical Engineer 
(CE) for the provision of professional inputs relative to the efficient and cost effective 
operation of the PMDC Metallurgical Laboratory. The Contract provides that the CE will 
be paid P105,000 monthly for six months starting May 14, 2019, or a total of P630,000 
payable every 15th and 30th of the month.  The scope of work of the CE provided in the 
MOA are the following: 
 

a. Coordinate the preparation, design and construction of the Laboratory 
Building and the preparation of Purchase Request (PR) for equipment and all 
other requirements to build and operate the new Assay and Metallurgical 
Laboratory of the COMPANY; 
 
b. Develop Standard Operating Procedures (SOP) and Operational 
Controls in setting-up and operate the sample preparation, assaying, chemical 
analysis and metallurgical tests as required by the COMPANY; 
 
c. Train Junior Engineers and Technicians of the methods and techniques 
in the chemical laboratory such as but not limited to the following procedures: 

 
 Preparation of samples from crushing, pulverizing, splitting and 

storage; 
 Preparation of reagents, standards and samples for digestion, 

extraction in basic chemical analyses such as fire assay and wet 
laboratory; 

 Safe laboratory practices, including the proper procedures in 
handling chemicals such as acids, toxic solutions and unknown 
environmental samples; 

 Operation and maintenance of analytical instruments, equipment, 
environmental and pollution control machineries and apparatuses; 
and; 

 Implementation of all QA/QC protocols and ISO accreditation    
standards. 
 

d. Implement the routine planning, organizing and control activities to 
come-up an efficient, effective and safe operation of the Laboratory instituting 
and effective QA/QC procedures for accurate and precise analytical results; 

 
e. Develop routine procedures in documenting and accounting of the 
usage, consumption and stocking and purchasing of required buffer stocks of 
reagents, instruments, glass wares and replacement parts; 
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f. Submit regular reports of the laboratory performance and accounting of 
operating expenses for determination of cost of analysis in charging outside or 
external clienteles; 

 
g. Coordinate and collaborate with other departments in implementing risk 
control measures for compliance with environmental, safety, health and 
hazard/risk management programs; and 

 
h. Provide assistance and collaborate with other departments while 
maintaining integrity and credibility of the QA/QC, Analytical and Metallurgical 
Laboratory. 

 
1.9 The Disbursement Vouchers (DVs) for the payments to the Chemical Engineer 
hired under the contract of service, submitted to the Audit Team for review were 
supported only with the Contract of Service and monthly Accomplishments Report. 
 
1.10 The payments were not supported with the following documents to support 
Management’s evaluation to arrive at propriety of rate of remuneration of the CE and the 
Management evaluation and acceptance of the delivered services: 

 
a. Reports and supporting documents relative to the coordination undertaken 
in the preparation of the design and construction of the Laboratory Building 
 
b. Manuals on Standard Operating Procedures (SOP) and Operational 
Controls in setting-up and operate the sample preparation, assaying, chemical 
analysis and metallurgical tests; 
 
c. Report and supporting documents on the Training Conducted for Junior 
Engineers and technician; 
 
d. Routine procedures in documenting and accounting of the usage, 
consumption and stocking and purchasing of required buffer stocks of reagents, 
instruments, glass wares and replacement parts; 
 
e. Report on cost analysis conducted and recommendation on the fees to be 
charged to outside clients; 
 
f. Report on the collaboration made with other department for implementing 
risk control measures for compliance with environmental, safety, health and 
hazard/risk management programs; 
 
g. Acceptance Report of the end-user for each output delivered. 

 
1.11 In the absence of the above-cited documents the legality/propriety particularly the 
compliance of the disbursements with laws, rules and regulations was not established.  
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Salary/Wage of the CE hired under Individual 
COS was more than the rate prescribed in CSC-
COA-DBM Joint Circular No. 1 s 2018 
 
 
1.12 CSC-COA-DBM Joint Circular No. 1 s 2018 dated November 9, 2018, amending 
CSC-COA-DBM Joint Circular No. 1 s 2017 states that: 
 

Services of individuals engaged through contract of service and job orders 
shall be paid salary/wage equivalent to the daily salary/wage of comparable 
positions in government and a premium of up to 20% of such salary/wage 
effective January 1, 2019. The premium payment may be paid monthly, in 
lump sum or in tranches. (i.e. mid-year and year-end payments) as may be 
stated in the agreement or contract with the agency. The payment of 
services shall be charged against the Maintenance and Other Operating 
Expenses in the approved agency budget. 

 
1.13 Review of the existing Plantilla positions of PMDC disclosed that the salaries of 
the engineers occupying permanent position in PMDC in CY 2019 ranges from P27,565 
to P65,319 per month.  While, engineers position in the DBM’s Index of Occupational 
Services, Occupational Groups, Classes and Salary Grades, CY 2018 edition (DBM 
Budget Circular 2018-4 dated October 16, 2018) have salary range of Salary Grade 12 
to 24. 
 
1.14 In view of the above, the highest salary (supervisory level position) that could be 
paid to the CE per month is P83,406 plus 20% premium or equivalent to P100,087.20.  
Thus, the actual salary received in the amount of P 105,000 is higher by P4,913.  
Notwithstanding the over limit, Management was not able to submit the evaluation and 
recommendation of the requisitioning unit to come up with the contract amount to ensure 
that the contract amount is the most advantageous price to the government. 
 
1.15 We recommended that Management: 
 

a. Strictly comply with Section 4(6) and (7) of PD 1445 and ensure that 
all disbursements are completely supported with documentary 
requirements prescribed in COA Circular No. 2012-001 to establish their 
compliance with laws and regulations; and 
 
b. Require the concerned officials to immediately submit the 
lacking/appropriate documents for review to establish the propriety of the 
payment of CAAC II related expenses and remuneration to the Chemical 
Engineer hired under Individual Contract of Service. 
 
 

1.16 Management commented that they will comply in submitting the following 
documents to COA for review: 

 
CAAC-II 
 

a. Certified True Copy of the Notarized MOA; 
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b. Work Financial Plan/Document showing the activities to be undertaken, 
the timelines, and the deliverables, equipment to be purchased and 
corresponding budget/amounts; 

c. Billing Statements, Invoice, Official Receipts (ORs) and Report of the 
Background Investigation conducted; 

d. Daily Attendance Sheets  
e. Certificate of Declaration of Graduates/other similar documents from the 

Field Office in lieu of the Monthly Accomplishment Reports since this is a 
Training Course; 

f. Photocopy of AFP issued IDs for the future disbursements 
g. Documents required under Nos. 1 and 2 – General Provisions of the 

MOA, such as:  (i)  Copy of the Tangol Bayan “DELTA,” its amendments, 
and other relevant laws; and (ii)  as required in all activation and Threat 
Justification issued by the Regional Intelligence Coordinating Committee 
(RICC) as required in all activation and renewal of CAAC-II.  These 
documents will be requested by PMDC from the DND through a letter 
copy furnished the Audit Team. 

 
Contract of Service – CE 
 
Management submitted documents for the Contract of Service – Chemical 
Engineer relative to the CE’s accomplishments, however, the documents were 
found still lacking to support the delivery of the outputs duly accepted by the end-
user.  The deficiencies noted are as follows: 
 
a. In the Memorandum to the Vice President for Corporate Services and 
Vice President for Operations dated November 14, 2019 of the Human 
Resource submitting the Accomplishment Report of the CE for September to 
November 2019, the Manuals on Metallurgical Laboratory Procedures, 
Metallurgical Laboratory Guidelines and QA/QC Laboratory Procedures 
Guidelines were submitted and copy was provided the addressee.  However, 
there was no Acceptance Report submitted to the Audit Team and copy of the 
said Manuals were not made available for viewing/ocular inspection to the Audit 
Team as of reporting date. 
 
b. Report on cost analysis conducted and recommendation on the fees to 
be charged to outside clients was not submitted. 
 
Management, during the exit conference promised to submit the 
evaluation/recommendation which they used as basis of the contract amount of 
the CE. 
 

1.17 As a rejoinder, the Audit Team has yet to receive copies of the complete 
documents for examination and evaluation, to determine the compliance of the 
payments/disbursements with the existing laws rules and regulations. 
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GENDER AND DEVELOPMENT (GAD) 
 
 
2. The specific activities identified in the CY 2019 Gender and Development 
(GAD) Plan and Budget (GPB) of P2.200 million endorsed by PCW were not 
implemented.  Instead, different activities with the total cost of P13.455 million 
were undertaken.  Moreover, the revised GAD allocated/attributed budget of  
P 13.540 million and the revised CY 2019 GAD Accomplishment Report was not 
yet reviewed/approved by the Philippine Commission on Women (PCW).  Hence, 
the alignment of the GAD activities conducted/attributed during the year with the 
gender issues identified in the Philippine Plan for Gender-Responsive 
Development (PPGD), 1995-2025 and could have contributed in responding to the 
gender issues of the PMDC and its clients was not ascertained.  Also, compliance 
of the GAD allocated budget with the five per cent of the COB prescribed by PCW-
National Economic and Development Authority (NEDA)-Department of Budget and 
Management (DBM) Joint Circular No. 2012-01 was not established. 
2.1 Republic Act No. 9170 or the Magna Carta for Women (MCW) is a 
comprehensive women’s human rights law that seeks to eliminate discrimination through 
the recognition, protection, fulfilment, and promotion of the rights of Filipino women, 
especially those belonging in the marginalized sectors of the society.  It conveys a 
framework of rights for women based directly on international law. 
 
2.2 The MCW mandates all government offices, including government owned and 
controlled corporations (GOCCs) and local government units to adopt gender 
mainstreaming as a strategy to promote women’s human rights and eliminate gender 
discrimination in their systems, structures, policies, programs, processes, and 
procedures. 
 
2.3 It also mandates (a) planning, budgeting, monitoring and evaluation for gender 
and development, (b) the creation and/or strengthening of gender and development focal 
points, and (c) the generation and maintenance of gender statistics and sex-
disaggregated databases to aid in planning, programming and policy formulation. 
 
2.4 Thus, all concerned government agencies and instrumentalities shall formulate 
their annual GPBs. GAD planning shall be integrated in the regular activities of the 
agencies, the cost of the implementation which shall be five (5%) per cent of their total 
budgets. 
 
2.5 Section 37-C of the Implementing Rules and Regulations (IRR) of the MCW 
provides that concerned agencies and instrumentalities shall establish or strengthen 
their GAD Focal Point System (GFPS) or a similar GAD mechanism. 
 
2.6 Hence, Philippine Commission on Women (PCW) Memorandum Circular No. 
2011-01 dated October 21, 2011, Guidelines for the creation, strengthening, and 
institutionalization of the GFPS, was issued.  GFPS is an interacting and interdependent 
group of people in all government instrumentalities tasked to catalyze and accelerate 
mainstreaming.  It is a mechanism established to ensure and advocate for, guide, 
coordinate and monitor the development, implementation, review and updating of their 
GAD plans and GAD-related programs, activities and projects (PAPs). 
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2.7 To prescribe guidelines and procedures for the formulation, development, 
submission, implementation, monitoring and evaluation including accounting of results of 
agency annual GPBs, and GAD accomplishment reports (ARs), the PCW, NEDA and 
DBM issued Joint Circular No. 2012-01 or Guidelines in the Preparation of the Annual 
GPB and GAD AR to implement the MCW. 
 
 
GAD Activities under the endorsed GPB 
were not conducted; instead, different 
activities were undertaken/attributed in 
the total amount of P13.455 million 
 
2.8 The PMDC’s approved and endorsed GPB and the GAD AR for CY 2019 
disclosed that the specific activities identified in the PMDC GAD Plan and Budget for CY 
2019 as endorsed by the PCW amounted to P2.200 million as shown in Table 4. 
  

Table 4 – Activities under the approved PMDC GAD Plan and Budget for CY 2019 
 

Activities Approved Budget 
1. Conduct of seminar on Magna Carta of Women   P 100,000 
2. Conduct of seminar on gender awareness and sensitivity among the women and men of 

PMDC host mining communities specifically in the Diwalwal Mineral Reservation Area 
(DMRA) 

   100,000      

3. Conduct of seminar on the importance of education on GAD 100,000 
4. Conduct of livelihood/skills training for unemployed women in PMDC’s host mining 

communities to help provide means of securing basic necessities                                                                      
700,000 

5. Conduct of basic entrepreneurship training for women as would-be entrepreneurs (those 
who already have training skills but still need more seminars/trainings                                                       

P  150,000                              

6. Conduct of basic financial management/literacy training (at least two) 150,000 
7. Conduct medical mission/drive focused on maternal and child healthcare in line with the 

Barangay-LGU’s existing health program) 
200,000 

8. Conduct organizational development and leadership training to encourage women 
participation and empowerment in the decision-making bodies of the community  

200,000 

9. Conduct of seminar on Anti-violence Against Women and Children (VAWC) 100,000 
10. Conduct of two capacity building programs for the GFPS and TWG 100,000 
11. Conduct of Gender Sensitivity Training (GST) for all employees (Head Office and Field 

Offices) 
100,000 

12. Participation of PMDC employees in national activities on gender and development 100,000 
13. Attendance of PMDC-CSR Team in the training programs 100,000 

Total P2,200,000 
 
2.9 The AR together with the revised GPB of P13.540 million were submitted to PCW 
for review and endorsement on July 1, 2020. However, the activities shown in Table 4 
were not implemented, instead, other activities were conducted and reported in the 
revised CY 2019 GAD AR of P13.455 million as shown in Table 5.   
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Table 5 - Activities Conducted/Attributed and Reported in GAD AR in CY 2019 
 
Client Focused Activities Amount 

1. Address environment, safety and health concerns of men women thru the Mabatas Tailings 
Storage Facility and promotion of Responsible Mining practice (Provision of Mine Waste 
Water Facility and establishment of an Interim Mine Tailings Dam which mitigated further 
damage to land and water resources in the DMRA; Provision of 3 latrines at the Mabatas 
Processing Zone in order for mine workers to have a clean and healthy environment.) 

P 10,879,018 

2. CAAC II Activation 768,824 

3. Conduct Customer’s Satisfaction Survey specifically from partners/operators, CSR 
beneficiaries and local leaders of DMRA 

325,624 

4. Medical Mission - Provide basic health services and address health concerns of 1,600 men 
and women client beneficiaries in DMRA  

293,125  

5. Conduct of seminar on Anti-violence Against Women and Children (VAWC)  35,343 
6. Conduct of skills profiling and GAD survey in the host mining communities 2,000 

  
Organization –Focused Activities  

7. Conduct a two-day Focus Group Discussion participated by the BOD, Top Management 
Executives, GFPS members and Technical personnel of DMRA programs and 
development projects; GAD Planning and Budgeting; Workshop on Harmonizing GAD 
Programs and Programs using HGDG tool 

423,720 

8. Grant of Special leave benefits to two qualified female employees due to gynecological 
disorders as per CSC guidelines 

331,598 

9. Compliance to Occupational Safety and Health Standards in the PMDC Davao Office; 
Promotion of worker’s social and economic well-being;  Mitigated environmental and health 
hazards in the workplace 

141,527 

10. Conduct of two-day Focus Group Discussion – Responsible Mining and Sustainable 
Development (Climate Change) 

141,314 

11. Conduct of an orientation on SOGIE and Anti-discrimination ordinance to PMDC 
employees to eliminate discrimination in the workplace 

113,122 

Total P13,455,215 
 
2.10 The conduct of GAD activities other than the activities reviewed and endorsed by 
the PCW would not ensure that the activities undertaken were aligned with the gender 
issues identified in the Philippine Plan for Gender-Responsive Development (PPGD), 
1995-2025, and had contributed in responding to the gender issues of the PMDC and its 
clients. 
 
2.11 Huge amount of the GAD activities undertaken pertains to the construction of 
Mine Waste Water Facility and establishment of an Interim Mine Tailings Dam which 
mitigated further damage to land and water resources in the DMRA-Mabatas Processing 
Zone and for mine workers to have a clean and healthy environment amounting to 
P10,879,017.86.  This activity was among the PMDC Program/Project for the year and a 
portion could have been attributed as GAD activities had the Management provided this 
in the GPB as required in PCW Memorandum Circular No. 2017-03, prescribing the 
guidelines on the Preparation and Submission of FY 2019 GPB, which states that: 

 
Section 1.2.3.2.1- Aside from implementing direct GAD PAPs to address 
organization or client-focused gender issues or GAD mandates, agencies 
may attribute a portion of the whole budget of the agency’s major 
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programs/projects to the GAD budget using the Harmonized Gender and 
Development Guidelines (HGDG) tool.  Assessing major program/project 
using the HGDG tool enables the agency to identify strengths and areas 
for improvement to gradually increase the gender responsiveness of the 
program and project.  GAD budget attribution would help agencies 
(especially those that do not provide direct GAD services to the public 
meet the minimum five percent GAD budget requirement) 
 
Major programs/projects subjected to the HGDG assessment shall be 
reflected under the GPB section on “ATTRIBUTED PROGRAMS”. 

Section 1.2.3.2.2. Major program/s or project/s that the agency would 
attribute to the GAD budget shall be assessed using the HGDG tool with 
the appropriate design checklist. This is to determine the level of gender-
responsiveness of the program/project and the corresponding percentage 
of its annual budget that may be attributed to the GAD budget (See Table 
1). The administration of the HGDG tool and the attribution to the GAD 
budget shall be done by the agency or office responsible for reporting the 
utilization of the program’s or project’s fund. 
 
Section 1.2.3.2.3 PDF copies of the results of HGDG checklist and other 
supporting documents (e.g., project design, concept note, or attendance 
sheets of stakeholder consultations) shall be attached to the agency’s 
GPB submission. Agencies are advised to refer to Section 6.4 of Joint 
Circular 2012-01 for more details on the process of attribution. 

Section 1.3.4 In the preparation of the FY 2017 GAD AR, the HGDG 
Project Implementation and Management, and Monitoring and Evaluation 
(PIMME) checklist (HGDG Boxes 16 & 17) or the Facility Implementation, 
Management, and Monitoring and Evaluation checklist (HGDG Box F2) 
shall be used in assessing the gender-responsiveness of the major 
agency program/project based on its implementation/accomplishment 
report. The score shall be the basis in determining the actual 
cost/expenditure that can be attributed to GAD and reflected in the GAD 
AR (See Table 1). PDF copies of the results of HGDG PIMME/FIMME 
checklist and other supporting documents (e.g., project reports, and 
monitoring and evaluation framework) should be attached to the agency’s 
GAD AR submission. (Emphasis supplied) 

 
2.12 The GAD activities conducted/attributed to the above-cited major 
program/projects are not included in the endorsed GPB but in the revised GAD 
budget/allocated and reported in the revised GAD AR which were not yet reviewed and 
approved since these were only submitted in July 1, 2020, hence, the GAD 
accomplishments’ responsiveness on gender issues were doubtful. 
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Revised GAD allocated budget of P13.540 
million was not yet endorsed/approved, hence, 
compliance with PCW-NEDA-DBM Joint 
Circular No. 2012-01 was not established 
 
2.13 Although the revised GPB of P13.540 million was equivalent to 4.97% of the 
COB of P270.800 million (excluding the programmed projects of P75.523 million that 
were not implemented), the absence of its approval would not established Corporation’s 
compliance with , Section 2.3 of the PCW-NEDA-DBM Joint Circular No. 2012-01 states 
that: 
 

Pursuant to MCW and General Appropriation Act, all x x x GOCCs shall 
formulate their annual GPBs within the context of their mandates to 
mainstream gender perspectives in their programs and projects.  X x x, 
the cost of implementation shall be at least five percent (5%) of their total 
budgets. 

 
 
2.14    We recommended that Management:  

 
a. Prepare and submit GPB in accordance with the PCW-NEDA and 
DBM Joint Circular No. 2012-01 and PCW’s MCs issued annually 
prescribing guidelines on the preparation and submission of GPB and AR, 
specifically the assessment of gender responsiveness of the 
Programs/Projects which could be attributed to GAD activities to ensure 
that:  (i) no major revision in the approved GPB would be made and (ii) the 
Corporation was compliant with the requirement that GAD budget be 5% of 
the COB and; 
 
b. Henceforth, implement only GAD activities that were included in the 
GPB duly reviewed and endorsed by the PCW, to ensure that GAD budget 
and expenditures are properly used in addressing gender issues towards 
the realization of the country’s commitments on women’s empowerment, 
gender equality. 

 
2.14 In reply to the above observations, Management commented the following: 

 
a. Seven (7) out of the thirteen (13) PMDC plans, programs, and activities in 
the GAD Plan and Budget for CY 2019 were implemented and reflected in the 
Accomplishment Report (AR) for CY 2019.  However, four (4) client-focused 
activities, specifically on trainings and seminars, were purposely not conducted in 
order to give way to a more pressing and immediate concerns of PMDC in 
implementing programs dedicated to achieving a clean and healthy environment 
namely:  (i) The provision of Mine Waste Water Facility; (ii).  The establishment of 
an Interim Mine Tailings Dam; and (iii) Compliance with the Occupational Safety 
and Health Standards (OSHS).  In addition, thereto, the Community Relations 
also took the opportunity to conduct a customer satisfaction survey from 
partner/operators, CSR beneficiaries and local leaders in the DMRA. 

 
Under the organization-focused activities, our active participation in national 
activities and advocacy for responsible mining gave way to the Focus Group 
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Discussion (FGD) on Responsible Mining and Sustainable Development 
attended by our key employees and Board of Directors.  These activities have 
also allowed us to further study and address the more complex issues that have 
greatly affected our stakeholders especially in the DMRA.  The organization has 
never been more focused and driven into providing more gender-responsive 
activities to ensure the full participation as well as improve the economic status of 
our women and men beneficiaries. 
 
b. Chapter 3 of the PPGD on Education and Human Resources Department 
highlights capacity building programs which address the need to increase the 
level of awareness and skills on GAD issues among key actors/agents in 
education and human resources development.  Gender sensitivity training 
sessions, i.e.  conduct of SOGIE and Anti-Discrimination ordinance to PMDC 
employees to eliminate discrimination in the workplace, and support mechanisms 
such as the establishment of a Sexual Harassment Unit through the Committee 
on Decorum and Investigation (CODI) to attend to complaints of sexual 
harassment and holding activities to raise awareness on the issue i.e. Seminar 
on Anti-Violence Against Women and Children (VAWC), were conducted. 

 
c. Likewise, Chapter 13 of the PPGD on Environment and Natural 
Resources Management defines and enhances the participation of women in the 
promotion of the Philippine Strategy for Sustainable Development (PSSD) and 
ensures that women equally benefit from and enjoy the fruits of development, 
with men, in the Environment and Natural Resources sector.  This was 
addressed through the conduct of skills profiling and GAD survey in host mining 
communities and the livelihood/skills training provided for unemployed women, 
such as hair cutting and nail care, in PMDC’s host mining communities.  Activities 
included under the Mineral Resources and Development are the following:  i). 
information, education and training activities shall be intensified to minimize 
health hazards in small mining communities; and (ii). livelihood programs, 
auxiliary activities and other outreach services shall be provided to improve the 
living and working conditions of women and their families engaged in small 
mining activities. 
 
d. The GPB was submitted as early as January 2018, which is a year ahead 
prior to its implementation as required by the PCW.  The submitted GPB went 
through a series of reassignment, reviews and revision and was finally endorsed 
only on August 13, 2019.  On the other hand, PMDC CY 2019 Corporate 
Operating Budget (COB) was approved on December 21, 2018 wherein the 
construction of the Waste Water Facility was included and the basis for GAD 
allocation was identified and authorized.  Such was not among the GAD activities 
endorsed by the PCW due to time difference between the GPB submission and 
the COB approval.  The project nevertheless was able to address PMDC’s GAD 
mandate of promoting healthy and progressive communities, hence its inclusion 
in the GAD AR.  It also concretized the company’s strategic objective of adopting 
and implementing responsible mining standards and safety practices in those 
communities. 

 
e. PCW allowed, in principle, to implement programs/projects lacking in the 
GPB for CY 2019 as long as these were reflected in the submitted AR for CY 
2019. 
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f. At present, PMDC have an existing sex disaggregated database and our 
GAD database will be updated to include the economic status of men and women 
employees of PMDC.  Moreover, the PMDC’s Community Relations has gathered 
a sex disaggregated data of its stakeholders which can be used in the client-
focused activities.  In the AR, the activities were supported with project/activity 
designs i.e. Orientation on Sexual Orientation and Gender Identity and 
Expression (SOGIE) and Anti-Discrimination ordinance, FGD on Responsible 
Mining and Sustainable Development, among others to be submitted to the PCW. 
 
g. The AR was revised and resubmitted to the PCW on July 01, 2020 with a 
total amount of P13.455 million or 3.92% of the total COB including supplemental 
for CY 2019.  However, a total of nine (9) projects amounting to P72.624 million 
were not implemented in CY 2019 as planned.  As a result, attribution of these 
projects as GAD activities was not also done.  Hence, the revised basis for the 
computation of the GAD Budget for CY 2019 is shown below: 

 
   

CY 2019 Approved COB Total  P343, 324,123 
Projects not implemented 75,523,702 
Revised Basis for GAD computation 270,800,421 
GAD – 5% Allocation 13,540,021 
GAD Revised AR 13,455,215 
GAD Revised AR (%) 4.97 

  
2.15 As a rejoinder, we appreciate Management’s effort in addressing GAD related 
issues, however, the PCW is the one mandated to review and evaluate GAD Program 
and Budget (GPB) and the corresponding AR to ensure its alignment with the GAD 
National Program and its responsiveness to address GAD related issues identified.  
Hence, without such approval we could not conclude whether the GAD activities 
undertaken were compliant with various laws and regulations relative to GAD.  
Management could have submitted to PCW the revised GPB as early as the approval of 
the COB such that they could have secure the endorsement/approval of the revise GPB 
before conducting the unprogrammed activities and attributing major regular programs to 
GAD. 
 
 
COMPLIANCE WITH REGULATORY REQUIREMENTS 
 
TAX LAWS 
 
3.   The PMDC had settled its tax due for CY 2019, and complied with the BIR 
regulations on the withholding of taxes from compensation and from goods and services 
purchased and remitted the amounts totaling P 32.416 million to the BIR.  Details are 
shown in Table 6. 
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Table 6 – Tax Payments/Remittances in CY 2019 

  
  Amount
Value added tax P 24,823,087 
Withholding tax on compensation  4,869,004 
VAT withholding tax 1,828,695
Expanded withholding tax 895,181
   P32,415,967 

 
 
SOCIAL SECURITY SYSTEM (SSS)/ PAG-IBIG/ PHILHEALTH CONTRIBUTIONS, 
PREMIUMS AND REMITTANCES 
 
4.     For CY 2019, PMDC complied with the requirements on the deduction of the SSS, 
Pag-IBIG Fund and PhilHealth contributions/premiums and loan amortizations in the 
total amount of P 3.224 million from the salaries of its officials and employees and the 
remittance thereof to the concerned agencies.  The breakdown of deductions and 
remittances is shown in Table 7. 
 
 

Table 7 – SSS, Pag-IBIG and PhilHealth Contributions,  
Premiums and Remittances 

 
  Amount
SSS P 2,120,815
Pag-IBIG 684,372
PhilHealth 419,114
  P 3,224,301

 
 
DIVIDENDS TO THE NATIONAL GOVERNMENT 
 
5.     PMDC Board of Directors had declared dividend due to the National Government in 
the amount of P32.291 million representing 50 per cent of CY 2018 net income which 
was also recognized in the books.  However, PMDC had not remitted any amount to the 
BTr which is not compliant with the 2016 RIRRs of RA No. 7656, a separate 
Management Letter will be issued to report the audit observations.  Management is still 
waiting the reply on their Appeal – Letter dated December 17, 2019 to the President of 
the Philippines, that in view of its financial concerns, requesting consideration on the 
reduction of the mandatory dividend rate of 50 per cent to 15 per cent of its net income 
for 2018 which request filed before the DOF on October 12, 2018 was denied by the 
DOF on November 17, 2019. 
 
While for dividend due for CY 2019 net income, PMDC had made a partial dividend 
remittance of P7 Million to the BTr.  On April 16, 2020, PMDC requested for reduction of 
dividend due to 25% of CY 2019 net earnings or P15.593 million.  
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SUMMARY OF AUDIT SUSPENSIONS, DISALLOWANCES AND CHARGES 
 
6.     The audit suspension and disallowances for CY 2019 are summarized in Table 8. 
The details and status of the unsettled disallowances as of December 31, 2019 are 
shown in Annex A of this Report. 

 
Table 8 – Audit Disallowances and Suspension 

 
  

 
Beginning 
Balance 

 
 

 
Issuances 

 
 
 

Settlements 

Suspensions that 
Matured into 

Disallowances/ 
Adjustments 

 
 

Ending 
Balance 

Disallowances P 1,499,966 P  523,470 P           - P                   - P 2,023,436 
Suspension -                - - - - 
Total P 1,499,966 P  523,470 P           - P                   - P 2,023,436 

 



 
 
 
 
 
 
 
 
 
 
 

 
PART III  -  STATUS OF IMPLEMENTATION 

     OF   PRIOR YEARS’ AUDIT 
                 RECOMMENDATIONS 
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PART III -  STATUS OF IMPLEMENTATION OF PRIOR YEARS’ 
     AUDIT RECOMMENDATIONS 

 
 
Of the 13 audit recommendations embodied in the prior years’ Annual Audit Reports 
(AARs), eight recommendations were fully implemented.  Four recommendations were 
partially implemented while one recommendation was revised and reformulated in Part II 
of this Report.  Details of partially, and revised and reformulated recommendations are as 
follows:  

 

Observations and Recommendations Actions taken/Comments 

 
CY 2018 AAR 
 

 

1. The Computerized Accounting System 
(CAS) generated Official Receipts (ORs) 
and Acknowledgement Receipts (ARs) to 
acknowledge collections for revenues and 
other non-revenue collections such as 
refunds of cash advances, respectively, 
without the approval of the Commission on 
Audit (COA).  In addition, the CAS lacks 
embedded controls to ensure the integrity 
and reliability of the transactions. 

 
We recommended that Management: 

 
a. Request authority from the COA for the 
use of system generated ORs  and ARs in 
compliance with Section 68 (2) of PD No. 
1445; and 

 
b. Ensure that the system generated ORs 
and ARs contain the required minimum 
data under COA Circular No. 2013-007 
dated September 18, 2013 and embed the 
necessary system controls to prevent 
unauthorized transactions. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
Partially Implemented. 
 
A Letter of Request dated February 20, 
2019 was sent to COA Central Office.  
 
Partially Implemented. 
 
The Management included in its CY 
2020 budget the procurement of new 
Accounting System. 
 

2. The actual GAD activities conducted in CY 
2018 were not the planned activities 
included in the GAD Plan and Budget 
(GPB) for the same year.  The actual 
amount of P5.336 million expended for 
said activities exceeded the budgeted 
amount of P2.255 million by P3.081 million.  
The GPB and Accomplishment Report 
(AcR) for CY 2018 are not endorsed by the 
Philippine Commission for Women (PCW) 
since it was submitted late.  Thus, there 
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Observations and Recommendations Actions taken/Comments 

was no assurance that the GPB and the 
AcR had properly addressed the gender 
issues for the period. 
 
We recommended that Management 
require the Focal Point Person to submit 
the GPB to PCW on a timely manner to 
ensure that the planned activities are 
reviewed and endorsed by the PCW and 
that the gender issues are addressed. 

 
 
 
 
Revised and reformulated in Part II-
Observations and Recommendations
No. 2 of this Report. 
 

 
CY 2017 AAR 

 

 

3. The PMDC obtained loans from the 
National Development Corporation (NDC) 
in CYs 2005 and 2006 totaling P50 million 
at 12 per cent interest per annum with 
original maturity dates on June 12, 2007 
and November 14, 2008. However, the 
loans accumulated to P152.379 million in 
CY 2011 due to interests and penalties for 
non-payment of the loan amortizations 
despite sufficient Cash in Bank (current,  
savings  and time deposits), that only 
earned very minimal interest. The loan 
balance was restructured in CY 2013 with 
payment period up to 2026 at 12 per cent 
interest per annum; thus, the loans of P50 
million have accumulated to P222.934 
million, P172.934 million or 345.87 per cent 
higher than the original amount. Had 
Management exercised sound financial 
management, substantial interest 
expenses and penalties could have been 
avoided. 

 
We recommended that Management make 
representation with the NDC to either 
waive in full or reduce the second tranche 
loan of P54.611 million. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Partially Implemented. 
 
The Management has suspended its 
monthly loan amortization payments to 
NDC since March 2019. Subsequently, 
an arbitration case was filed before the 
Office of the Government Corporate 
Counsel (OGCC) on December 5, 2019.  
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Observations and Recommendations Actions taken/Comments 

CY 2016 AAR 
 

 

4. The AAM-PHIL, the mining operator which 
provides the main source of income to 
PMDC in the form of royalty fee, 
established only in CY 2016 or 10 years 
from the time it started operating the 
Dinagat Nickel-Chromite Project, the 
required Mining Rehabilitation Fund (MRF) 
to ensure availability of funds for the 
satisfactory compliance with the 
commitments/strategies and performance 
of the activities stipulated in the 
Environment Protection and Enhancement 
Program (EPEP)/Annual EPEP during 
specified project phase, contrary to the 
provisions in the JOAs and Section 181 of 
Department of Environment and Natural 
Resources (DENR) Administrative Order 
(DAO) No. 2005-07 dated April 14, 2005. 

 
We recommended that Management 
review, evaluate and validate the technical 
reports submitted by AAM-PHIL to ensure 
compliance of the contractor/operator on 
the pertinent provisions of the JOAs and 
DAO No. 2005-07.  
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Partially Implemented. 
 
The DENR issued a suspension of 
operation of the contractor/operator on 
November 12, 2018. 

 


