Republic of the Philippines
COMMISSION ON AUDIT

Commonwealth Avenue, Quezon City
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Atty. ALBERTO B. SIPACO b o
Chairman of the Board, President and Chief Executive Officer \_012Z 040
Philippine Mining Development Corporation

Unit 3001-B West Tower

Tektite Towers (formerly Philippine Stock Exchange Center)
Exchange Road, Ortigas Center, Pasig City

Dear President and Chief Executive Officer SIPACO:

Pursuant to Section 2, Article IX-D of the Philippine Constitution and Section 43 of
Presidential Decree (PD) No. 1445, otherwise known as the Government Auditing Code
of the Philippines, we transmit herewith the Auditor's 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, 2021 and 2020.

The report consists of the Independent Auditors Report, the Audited Financial
Statements, the Observations and Recommendations, the Status of Implementation of
Prior Years’ Recommendations, and the Annex.

The Auditor rendered an unmodified opinion on the faimess of presentation of the
financial statements of the PMDC for the years ended December 31, 2021 and 2020.

The observations on the audit of Gender and Development (GAD) funds 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 April
12, 2022 are discussed in detail in Part Il of the Report. We also invite your attention to
the prior years’ partially implemented audit recommendations embodied in Part Il of the
Report.

We respectfully request that the recommendations contained in Part Il and Part lil 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 Implementation Form
(copy attached) and returning the same to us within 60 days from the date of receipt
hereof.



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:

. VEGAFRIA
eC

OIC-Cluster Director

Copy furnished:

The President of the Republic of the Philippines

The Vice President

The President of the Senate

The Speaker of the House of Representatives

The Chairperson — Senate Finance Committee

The Chairperson — Appropriations Committee

The Secretary of the Department of Budget and Management
The Bureau of the Treasury

The Govemnance Commission for Govemment-Owned or Controlled Corporations
The Presidential Commission on Good Govemment

The National Library

The UP Law Center



Republic of the Philippines

PHILIPPINE MINING
DEVELOPMENT CORPORATION

Creating Wealth. Eariching Lives.

STATEMENT OF MANAGEMENT’S RESPONSIBILITY FOR
FINANCIAL STATEMENTS

The Management of the Philippine Mining Development Corporation (PMDC) is
responsible for the preparation and fair presentation of the financial statements,
including the schedules attached therein, for the years ended December 31, 2021 and
2020, in accordance with the prescribed financial reporting framework indicated
therein, and for such internal control as management determines is necessary to

eqab|e the preparation of financial statements that are free from material
misstatements, 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
thereto and using it as basis of accounting unless management either intends to
liquidate the PMDC or to cease operations, or has no realistic alternative to do so.

The PMDC Board of Directors is responsibie for overseeing the PMDC's financial
reporting process.

The PMDC Board of Directors reviews and approves the financial statements, including
the schedules attached therein, and submits the same to the regulators, creditors
and other users.

The Commission on Audit has audited the financial statements of the Philippine Mining
Development Corporation (PMDC) in accordance with the International Standards of
Sureme Audit Instltutlons and has expressed its opinion on the fairness of

Mary Ann P. Zarcilla L 05 N
Manager, Finance and Accounting gy

Signed this 3" day of___May 2022

i i 605 Pasig City - :
Unit 30018 West Tower, Tektite Towers, Exchange Road, Ortigas Center, 1
Tel: (02) 706 1630 to 31 info@pmdc.com.ph » records. pmdc@gmall com ) A :




PHILIPPINE MINING DEVELOPMENT CORPORATION
STATEMENTS OF FINANCIAL POSITION

December 31, 2021 and 2020

(In Philippine Peso)
Note 2021 2020

ASSETS
Current Assets

Cash and cash equivalents 5 95,674,908 25,372,515

Trade and other receivables, net 6 15,038,075 202,645

Inventories 7 3,571,827 3,571,827

Other current assets 8 15,040,524 26,200,307
Total Current Assets 129,325,334 55,347,294
Non-current Assets

Property, plant and equipment, net 9 170,432,156 171,863,919

Intangible assets 10 875,176 1,012,613

Other non-current financial assets 11 1,637,788 1,833,273
Total Non-current Assets 172,845,120 174,709,805
TOTAL ASSETS 302,170,454 230,057,099
LIABILITIES
Current Liabilities

Trade and other payables 12 15,995,346 19,629,826

Other payables 13 56,577,776 56,577,776
Total Current Liabilities 72,573,122 76,207,602
Non-current Liabilities

Financial liabilities 14 56,660,401 56,660,401

Deferred credits/unearned income 15 10,500,000 8,000,000
Total non-current Liabilities 67,160,401 64,660,401
TOTAL LIABILITIES 139,733,523 140,868,003
EQUITY 24

Share capital 125,000,000 125,000,000

Revaluation surplus 10,005,948 10,005,948

Retained earnings / (Deficit) 27,430,983 (45,816,852)
TOTAL EQUITY 162,436,931 89,189,096
TOTAL LIABILITIES AND EQUITY 302,170,454 230,057,099

The Notes on pages 9 to 49 form part of these Financial Statements.




PHILIPPINE MINING DEVELOPMENT CORPORATION
STATEMENTS OF COMPREHENSIVE INCOME
For the Years Ended December 31, 2021 and 2020

(In Philippine Peso)
- ‘Note 2021 2020

Revenue

Service and business income 16 158,201,086 229,363

Gain on foreign exchange (FOREX) 17 703,192 -

Other non-operating income ) ) 16.2 625 s
Total Revenue 158,904,903 229,363
Expenses

Personnel services 18 54,393,097 60,058,432

Maintenance and other operating expenses 19 27,345,218 47,289,639

Non-cash expenses 20 3,509,451 3,675,441

Finance costs 21 10,634 4,497
Total Expenses 85,258,400 111,028,009
Profit/(Loss) before tax 73,646,503 (110,798,646)
Income tax expense 22 915,185 131
Net income/(loss) 72,731,318 (110,798,777)
Other comprehensive income/(loss) for the period
Gain/(Loss) on FOREX - unrealized 17 516,517 (120,201)
COMPREHENSIVE INCOME/(LOSS) 73,247,835  (110,918,978)

The Notes on pages 9 to 49 form part of these Financial Statements.



PHILIPPINE MINING DEVELOPMENT CORPORATION

STATEMENTS OF CHANGES IN EQUITY

For the Years Ended December 31, 2021 and 2020

(In Philippine Peso)

Retained
Revaluation earnings/
Share capital surplus (Deficit) Total
Note 24.1 Note 24.2 Note 24.3
BALANCE AT JANUARY 1, 2020 125,000,000 10,005,948 96,289,298 231,295,246
CHANGES IN EQUITY FOR 2020
Add/(Deduct):
Net loss - - (110,918,978) (110,918,978)
Dividends - - (31,187,172) (31,187,172)
BALANCE AT DECEMBER 31, 2020 125,000,000 10,005,948 (45,816,852) 89,189,096
CHANGE IN EQUITY FOR 2021
Add/(Deduct):
Net income = - 73,247,835 73,247,835
BALANCE AT DECEMBER 31, 2021 125,000,000 10,005,948 27,430,983 162,436,931

The Notes on pages 9 to 49 form part of these Financial Statements.



PHILIPPINE MINING DEVELOPMENT CORPORATION
STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2021 and 2020

(In Philippine Peso)
Note 2021 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Cash inflows

Collect'!on of income/revenue 157,586,146 -

Collection of receivables 349,292 287,550

Trust receipts 1,970,923 278,311

Other receipts 3,313,798 630,788
Total cash inflows 163,220,159 1,196,649
Cash outflows

Payment of expenses 73,679,244 70,838,344

Grant of cash advances 7,205,820 30,480,986

Remittance of personnel benefit contributions and

mandatory deductions 10,448,539 11,212,085

Other disbursements - 132,282
Total cash outflows 91,333,603 112,663,697
Net cash provided by/( used in) operating activities 71,886,556 (111,467,048)
CASH FLOWS FROM INVESTING ACTIVITIES
Cash inflows

Receipt of interest earned 14,090 220,662

Proceeds from return on investments 41,510 -
Total cash inflows 55,600 220,662
Cash outflows

Purchase/construction of property, plant and equipment 1,940,251 919,693

Purchase of intangible assets - 33,801
Total cash outflows 1,940,251 953,494
Net cash used in investing activities (1,884,651) (732,832)
CASH FLOWS FROM FINANCING ACTIVITIES
Cash outflows

Payment of cash dividends - 7,000,000
Total cash outflows - 7,000,000
Net cash used in financing activities - (7,000,000)
INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 70,001,905 (119,199,880)
Effects of exchange rate changes on cash and cash equivalents 17 300,488 (120,201)
CASH AND CASH EQUIVALENTS, JANUARY 1 25,372,515 144,692,596
CASH AND CASH EQUIVALENTS, DECEMBER 31 5 95,674,908 25,372,515

The Notes on pages 9 to 49 form part of these Financial Statements.




PHILIPPINE MINING DEVELOPMENT CORPORATION
(FORMERLY NATURAL RESOURCES MINING DEVELOPMENT CORPORATION)
NOTES TO FINANCIAL STATEMENTS
December 31, 2021 and 2020
(All amounts in Philippine Peso unless otherwise stated)

1. CORPORATE INFORMATION

The PHILIPPINE MINING DEVELOPMENT CORPORATION (PMDC, or the Company,
or the Corporation), 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 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, 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 (DMRA) 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 the amount of P4.289 million to PMDC,
with subsequent turnover 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.

PMDC was primarily created to conduct apd carry on the business of exploring,
developing, mining, concentrating, converting, smelting, treating, and otherwise
developing, producing and dealing in gold, snlyer, copper, iron, and any and all kinds of
minerals, mineral deposits, substances, and mineral resources.







