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SEMIRARA MINING AND POWER CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

As of March 31, 2016

(Unaudited)
31-Mar-16

(Audited)
31-Dec-15

ASSETS

Current Assets
Cash and cash equivalents
Receivables - net
Inventories - net
Investment in sinking fund
Other current assets

4,622,950,996
3,153,235,864
5,517,999,379

68,102,381
2,627,652,654

4,745,608,379
2,780,770,361
4,382,606,923

460,234,017
2,723,488,856

Total Current Assets

15,989,941,275

15,092,708,536

Noncurrent Assets
Property, plant and equipment - net
Exploration and evaluation asset
Deferred Tax Assets
Other noncurrent assets

36,473,262,956
3,015,464,959
535,525,388
1,767,572,128

36,742,656,343
3,015,464,959
535,544,818
1,770,662,589

Total Noncurrent Assets

41,791,825,431

42,064,328,709

TOTAL ASSETS

57,781,766,706

57,157,037,245

LIABILITIES AND STOCKHOLDERS' EQUITY

Current Liabilities
Trade and other payables
Short-term loans
Current portion of long-term debt

7,841,770,569
2,146,107,061
3,192,949,958

7,371,993,321
2,993,000,994
5,190,727,400

Total Current Liabilities

13,180,827,588

15,555,721,715

Noncurrent liabilities
Long-term debt - net of current portion
Provision for decommissioning and site rehabilitation

Pension liabilities
Other noncurrent liabilities

12,981,908,554
513,701,432

87,585,987
1,174,740,646

11,359,881,203
513,701,432

86,982,778
2,739,667,958

Total Noncurrent Liabilities

14,757,936,619

14,700,233,371

Total Liabilities

27,938,764,207

30,255,955,086

Stockholders' Equity
Capital Stock
Additional paid-in capital
Remeasurement gains (losses) on pension plan
Retained earnings

1,068,750,000
6,675,527,411

(30,509,775)
22,129,234,861

1,068,750,000
6,675,527,411

(30,509,775)
19,187,314,523

Total Stockholders' Equity

29,843,002,498

26,901,082,159

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY

57,781,766,706

57,157,037,245




SEMIRARA MINING AND POWER CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the Period Ending March 31, 2016 and 2015

For the Quarter Ending March 31, 2016 and 2015 2,695,623,952
(Unaudited) (Unaudited)
For the Period For the Quarter
2016 2015 2016 2015

REVENUE
Coal 3,940,116,220  3,752,262,152 3,940,116,220 3,752,262,152
Power 2,695,623,952  3,492,299,178 2,695,623,952 3,492,299,178

6,635,740,172  7,244,561,331 6,635,740,172 7,244,561,331
COST OF SALES
Coal 1,641,869,576 2,145,346,474 1,641,869,576 2,145,346,474
Power 637,644,288 959,905,369 637,644,288 959,905,369

2,2719,513,864  3,105,251,843 2,279,513,864 3,105,251,843
GROSS PROFIT 4,356,226,308  4,139,309,487 4,356,226,308 4,139,309,487
OPERATING EXPENSES (1,252,767,184)  (1,249,092,638)  (1,252,767,184)  (1,249,092,638)
FINANCE INCOME (COSTS) (53,835,763) (55,685,439) (53,835,763) (55,685,439)
FOREIGN EXCHANGE GAINS (LOSSES) 36,456,937 45,740,216 36,456,937 45,740,216
OTHER INCOME 21,984,033 44.774,192 21,984,033 44,774,192

(1,248,161,978)  (1,214,263,669)  (1,248,161,978)  (1,214,263,669)
INCOME BEFORE INCOME TAX 3,108,064,330  2,925,045,818 3,108,064,330 2,925,045,818
PROVISION FOR INCOME TAX 197,762,295 413,848,236 197,762,295 413,848,236
NET INCOME 2,910,302,035  2,511,197,582 2,910,302,035 2,511,197,582
TOTAL COMPREHENSIVE INCOME 2,910,302,035  2,511,197,582 2,910,302,035 2,511,197,582
Basic / Diluted Earnings per Share 2.72 2.35 2.72 2.35

Basis of EPS :

EPS = NET INCOME (LOSS) FOR THE PERIOD/NO. OF OUTSTANDING SHARES

Wherein :
Wtd Average Outstanding Shares

Wtd Average Outstanding Shares (as adjusted)

1,068,750,000 (as of March 31, 2016)
1,068,750,000 (as of March 31, 2015)



SEMIRARA MINING AND POWER CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
As of March 31, 2016 and 2015

Remeasurement

Additional Paid-In Unappropriated ~ Appropriated
Common Stock Capital Fosses o Retairﬁsd Earnings RetaﬁgedpEarnings Grand Tota
Retirement Plan
At January 1, 2016 1,068,750,000  6,675,527,411 (30,509,775)  13,918,932,827  5,300,000,000 26,932,700,463
Net Income for the period 2,910,302,035 2,910,302,035
Additional Paid-In Capital
Remeasurement Losses on Retirement Plan
Cost of Shares Held in Treasury
Dividends
At March 31, 2016 1,068,750,000  6,675,527,411 (30,509,775)  16,829,234,862  5,300,000,000 29,843,002,498
At January 1, 2015 1,068,750,000  6,675,527,411 (13,471,337)  12,675,405,442  2,300,000,000 22,706,211,516
Net Income for the period 2,511,167,432 2,511,167,432
Remeasurement Losses on Retirement Plan
Dividends
At March 31, 2015 1,068,750,000  6,675,527,411 (13,471,337)  15,186,572,874  2,300,000,000 25,217,378,948




SEMIRARA MINING AND POWER CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOW
As of March 31, 2016 and 2015

(Unaudited)

2016

2015

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustments for:

3,108,094,480

2,925,045,818

Depreciation and amortization 664,039,036 565,266,517
Finance costs and revenues 57,960,321 55,699,529
Net unrealized foreign exchange gains (87,012,742) (9.451,312)
Pension expense 2,910,000 (2,850,000)

Operating income before changes in working capital
Decrease (increase) in:

Receivables

Inventories

Other current assets

Increase (decrease) in:
Trade and other payables

3,745,991,095
(350,743,547)
(1,103,549,799)
(755,529,980)

(84,046,797)

3,533,710,551
267,259,538
(458,886,897)
(732,714,107)

(698,039,304)

Cash generated from (used in) operations
Interest received

Benefits paid

Income tax paid

Interest paid

1,452,120,972

19,286,519
(2,306,791)
(2,815,179)
(53,716,467)

1,911,329,781
8,307,407

(491,486)
(63,603,158)

Net cash provided by (used in) operating activities

1,412,569,056

1,855,542,543

CASH FLOWS FROM INVESTING ACTIVITIES

Decrease (increase) in investments 370,000,000
Additions to Sinking Fund/Investments (1,532,068)
Additions to property, plant and equipment (395,490,312) (302,843,377)
Net cash used in investing activities (395,490,312) 65,624,555
CASH FLOWS FROM FINANCING ACTIVITIES

Loan Availments 4,725,118,072 179,282,227

Proceeds from additional subscription to capital stocks
Loan Repayment

(5,864,854,199)

(370,000,000)
(892,799,396)

Net cash provided by (used in) financing activities

(1,139,736,127)

(1,083,517,1609)

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

(122,657,383)
4,745,608,379

837,649,929
3,682,949,768

CASH AND CASH EQUIVALENTS AT END OF YEAR

4,622,950,996

4,520,599,697




1. Summary of Significant Accounting policies

Basis of Preparation

The consolidated financial statements have been prepared using the historical cost basis.
The consolidated financial statements are prepared in Philippine Peso, which is the Group’s
functional currency. All amounts are rounded off to the nearest peso unless otherwise
indicated.

Statement of Compliance
The consolidated financial statements of the Group have been prepared in compliance with
Philippine Financial Reporting Standards (PFRS).

Basis of Consolidation
The consolidated financial statements comprise the financial statements of the Group as at
March 31, 2016 and for the year then ended.

The consolidated financial statements are prepared using uniform accounting policies for
like transactions and other events in similar circumstances. All intra-group assets and
liabilities, equity, income, expenses, dividends and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

Control is achieved when the Group is exposed, or has rights, to variable returns from its
involvement in the investee and has the ability to affect those returns through its power
over the investee. Specifically, the Group control an investee if and only if the Group has

. Power over the investee (i.e. existing rights that give it the current ability to direct
the relevant activities of the investee)

o Exposure, or rights, to variable returns from its involvement with the investee, and

o The ability to use its power over the investee to affect its returns

When the Group has less than a majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in assessing whether it has power
over an investee, including :

o The contractual arrangement with the other vote holders of the investee
. Rights arising from other contractual arrangements
o The Group’s voting rights and potential voting rights

The Group re-assesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control.
Consolidation of a subsidiary begins when the Group obtains control over the subsidiary
and ceases when the Group loses control of the subsidiary. Assets, liabilities, income and
expenses of a subsidiary acquired or disposed of during the year are included in the
consolidated statement of comprehensive income from the date the Group gains control
until the date the Group ceases to control the subsidiary.

Non-controlling interests (NCI) pertain to the equity in a subsidiary not attributable,



directly or indirectly to the Parent Company. NCI represent the portion of profit or loss
and net assets in subsidiaries not owned by the Group and are presented separately in
consolidated statement of comprehensive income, consolidated statement of changes in
equity and within equity in the consolidated statement of financial position, separately
from equity holders’ of the Parent Company.

Any equity instruments issued by a subsidiary that are not owned by the Parent Company
are non-controlling interests including preferred shares and options under share-based
transactions.

Profit or loss and each component of other comprehensive income (OCI) are attributed to
the equity holders of the parent of the Group and to the non-controlling interests, even if
this results in the non-controlling interests having a deficit balance. When necessary,
adjustments are made to the financial statements of subsidiaries to bring their accounting
policies into line with the Group’s accounting policies.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted
for as an equity transaction. If the Group loses control over a subsidiary it :

Derecognizes the assets (including goodwill) and liabilities of the subsidiary
Derecognizes the carrying amount of any non-controlling interests

Derecognizes the cumulative translation differences recorded in equity
Recognizes the fair value of the consideration received

Recognizes the fair value of any investment retained

Recognizes any surplus or deficit in profit or loss

Reclassifies the Parent Company’s share of components previously recognized in
OCI to profit or loss or retained earnings, as appropriate, as would be required if
the Group had directly disposed of the related assets or liabilities

The consolidated financial statements include the financial statements of the Parent
Company and the following wholly-owned subsidiaries (which are all incorporated in the
Philippines):

Effective Percentages of Ownership

2015 2014 2013
Sem-Calaca Power Corporation (SCPC) 100.00% 100.00% 100.00%
Southwest Luzon Power Generation Corporation
(SLPGC) 100.00 100.00 100.00
SEM-Cal Industrial Park Developers, Inc. (SIPDI) 100.00 100.00 100.00
Semirara Claystone, Inc. (SCI) 100.00 100.00 100.00
Semirara Energy Ultilities, Inc. (SEUI) 100.00 100.00 100.00
St. Raphael Power Generation Corporation
(SRPGC) 100.00 100.00 100.00
SEM-Balayan Power Generation Corporation
(SBPGC) 100.00 100.00 100.00
Sem-Cal RES Corporation (SCRC)* 100.00 100.00 100.00

*Wholly-owned subsidiary of SCPC

Except for SCPC, the Parent Company’s subsidiaries have not yet started commercial
operations as of December 31, 2015.

Business Combination and Goodwill




Business combinations are accounted for using the acquisition method. This involves
recognizing identifiable assets (including previously unrecognized intangible assets) and
liabilities (including contingent liabilities and excluding future restructuring) of the
acquired business at fair value. The cost of an acquisition is measured as the aggregate of
the consideration transferred, measured at acquisition date fair value and the amount of
any non-controlling interest in the acquiree. For each business combination, the acquirer
measures the noncontrolling interest in the acquiree either at fair value or at the
proportionate share of the acquiree’s identifiable net assets. Acquisition costs incurred
are expensed in the consolidated statement of comprehensive income.

When the Group acquires a business, it assesses the financial assets and liabilities
assumed for appropriate classification and designation in accordance with the contractual
terms, economic circumstances and pertinent conditions as at the acquisition date. This
includes the separation of embedded derivatives in host contracts by the acquiree. If the
business combination is achieved in stages, the acquisition date fair value of the
acquirer’s previously held equity interest in the acquiree is remeasured to fair value at the
acquisition date through profit and loss.

Any contingent consideration to be transferred by the acquirer will be recognized at fair
value at the acquisition date. Subsequent changes to the fair value of the contingent
consideration which is deemed to be an asset or liability, will be recognized in accordance
with Philippine Accounting Standards (PAS) 39 Financial Instrument - Recognition and
Measurement, either in profit or loss or as a change to OCI. If the contingent
consideration is classified as equity, it should not be remeasured until it is finally settled
within equity.

Goodwill acquired in a business combination is initially measured at cost being the excess
of the cost of the business combination over the Group’s interest in the net fair value of
the acquiree’s identifiable assets, liabilities and contingent liabilities. Following initial
recognition, goodwill is measured at cost less any accumulated impairment losses. For
the purpose of impairment testing, goodwill acquired in a business combination is, from
the acquisition date, allocated to each of the Group’s cash generating units or groups of
cash generating units, that are expected to benefit from the synergies of the
combination, irrespective of whether other assets or liabilities of the Group are assigned to
those units or group of units.

Each unit or group of units to which goodwll is allocated:

. Represents the lowest level within the Group at which the goodwill is monitored for
internal management purposes; and

o Is not larger than a segment based on either the Group’s primary or the Group’s
secondary reporting format determined in accordance with PFRS 8, Operating
Segment.

Where goodwill forms part of a cash-generating unit (group of cash generating units) and
part of the operation within that unit is disposed of, the goodwill associated with the
operation disposed of is included in the carrying amount of the operation when
determining the gain or loss on disposal of the operation. Goodwill disposed of in this
circumstance is measured based on the relative values of the operation disposed of and
the portion of the cash-generating unit retained.
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When subsidiaries are sold, the difference between the selling price and the net assets
plus cumulative translation differences and goodwill is recognized in the consolidated
statement of comprehensive income.

Acquisitions of non-controlling interests are accounted for as transactions with owners in
their capacity as owners and therefore no goodwill or profit or loss is recognized as a
result.

Adjustments to non-controlling interests arising from transactions that do not involve the
loss of control are based on proportionate amount of the net assets of the subsidiary.

Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent with those of the previous financial year
except for the adoption of the following amended standards and improvements to PFRS
which the Group has adopted starting January 1, 2015. Unless otherwise indicated, the
adoption did not have any significant impact on the financial statements of the Group.

o Amendments to PAS 19, Defined Benefit Plans: Employee Contributions
. Annual Improvements to PFRSs 2010 - 2012 Cycle
o PFRS 2, Share-based Payment — Definition of Vesting Condition
° PFRS 3, Business Combinations — Accounting for Contingent Consideration in
a Business Combination
° PFRS 8, Operating Segments — Aggregation of Operating Segments and
Reconciliation of the Total of the Reportable Segments’ Assets to the Entity’s
Assets
o PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets

- Revaluation Method - Proportionate Restatement of Accumulated
Depreciation and Amortization

o PAS 24, Related Party Disclosures - Key Management Personnel
. Annual Improvements to PFRSs 2011 - 2013 Cycle
. PFRS 3, Business Combinations — Scope Exceptions for Joint Arrangements
o PFRS 13, Fair Value Measurement - Portfolio Exception
° PAS 40, Investment Property

Standards Issued But Not Yet Effective

The Group has not applied the following PFRS , PAS and Philippine Interpretations which
are not yet effective as of December 31, 2015. This list consists of standards and
interpretations issued, which the Group reasonably expects to be applicable at a future
date. The Group intends to adopt those standards when they become effective . Unless
otherwise indicated, adoption of these standards and interpretations are not expected to
have any significant impact on the financial statements of the Group.

No definite adoption date prescribed by the SEC and Financial Reporting Standards Council
(FRSC)
. Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estate

Effective January 1, 2016
. PFRS 10, Consolidated Financial Statements, and PAS 28, Investments in Associates
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and Joint Ventures - Investment Entities: Applying the Consolidation Exception
(Amendments)

° PFRS 11, Joint Arrangements — Accounting for Acquisitions of Interests
(Amendments)
PFRS 14, Regulatory Deferral Accounts
PAS 1, Presentation of Financial Statements — Disclosure Initiative (Amendments)
PAS 16, Property, Plant and Equipment and PAS 41, Agriculture — Bearer Plants
PAS 16, Property, Pland and Equipment and PAS 38, Intangible Assets -
Clarification of Acceptable Methods of Depreciation and Amortization (Amendments)
o PAS 27, Separate Financial Statements — Equity Method in Separate Financial
Statements (Amendments)
. Annual Improvements to PFRS (2012-2014 Cycle)
o PFRS 5, Non-Current Assets Held for Sale and Discontinued Operations -
Changes in Methods of Disposal
o PFRS 7, Financial Instruments: Disclosures — Servicing Contracts
° PFRS 7, Applicability of the Amendments to PFRS 7 to Condensed Interim
Financial Statements
o PAS 19, Employee Benefits — regional market issue regarding discount rate
o PAS 34, Interim Financial Reporting — disclosure of information ‘elsewhere in
the interim financial report

Effective January 1, 2018
. PFRS 9, Financial Instruments

In addition, the International Accounting Standards Board (IASB) has issued the following
new standards that have not yet been adopted locally by the SEC and FRSC. The Group is
currently assessing the impact of these new standards and plans to adopt them on their
required effective dates once adopted locally.

. International Financial Reporting Standards (IFRS) 15, Revenue from
Contracts with Customers (effective January 1, 2018)
. IFRS 16, Leases (effective January 1, 2019)

Significant Accounting Policies and Disclosures

Cash and Cash Equivalents

Cash and cash equivalents in the Group consolidated statement of financial position
comprises cash in banks and on-hand and short-term deposits with an original maturity of
three months or less, but excludes any restricted cash that is not available for use by the
Group and therefore is not considered highly liquid.

For the purpose of the Group consolidated statement of cash flows, cash and cash
equivalents consist of cash and cash equivalents as defined above, net of outstanding
bank overdrafts.

Financial Assets and Financial Liabilities
Date of recognition
The Group recognizes a financial asset or a financial liability on the consolidated statement

12



of financial position when it becomes a party to the contractual provisions of the
instrument. Purchases or sales of financial assets that require delivery of assets within
the time frame established by regulation or convention in the marketplace are recognized
on the settlement date.

Initial recognition of financial instruments

Financial assets and financial liabilities are recognized initially at fair value. Transaction
costs are included in the initial measurement of all financial assets and financial liabilities,
except for financial instruments measured at fair value through profit or loss (FVPL).
Financial assets in the scope of PAS 39 are classified as either financial assets at FVPL,
loans and receivables, held-to-maturity (HTM) financial assets, or available-for-sale (AFS)
financial assets, as appropriate.

Financial liabilities are classified as either financial liabilities at FVPL or other financial
liabilities.

Financial instruments are classified as liabilities or equity in accordance with the substance
of the contractual arrangement. Interest, dividends, gains and losses relating to a
financial instrument or a component that is a financial liability, are reported as expense or
income. Distributions to holders of financial instruments classified as equity are charged
directly to equity, net of any related income tax benefits.

‘Day 1’ difference

For transactions other than those related to customers’ guaranty and other deposits,
where the transaction price in a non-active market is different to the fair value from other
observable current market transactions in the same instrument or based on a valuation
technique whose variables include only data from observable market, the Group
recognizes the difference between the transaction price and fair value (a Day 1 difference)
in the consolidated statement of comprehensive income unless it qualifies for recognition
as some other type of asset. In cases where the valuation technique used is made of data
which is not observable, the difference between the transaction price and model value is
only recognized in the consolidated statement of comprehensive income when the inputs
become observable or when the instrument is derecognized. For each transaction, the
Group determines the appropriate method of recognizing the ‘Day 1’ difference amount.

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments and fixed
maturities that are not quoted in an active market. These are not entered into with the
intention of immediate or short-term resale and are not desighated as AFS financial assets
or financial assets at FVPL. These are included in current assets if maturity is within 12
months from reporting date otherwise, these are classified as noncurrent assets. This
accounting policy relates to the consolidated statement of financial position accounts
“Cash and cash equivalents”, "“Receivables”, "“Investment in sinking fund” and
“Environmental guarantee fund” under other noncurrent assets.

After initial measurement, the loans and receivables are subsequently measured at
amortized cost using the effective interest rate (EIR) method, less allowance for
impairment. Amortized cost is calculated by taking into account any discount or premium
on acquisition and fees that are an integral part of the EIR and transaction costs. The
amortization is included in “Finance income” in the consolidated statement of

13



comprehensive income.

Gains and losses are recognized in the consolidated statement of comprehensive income
when the loans and receivables are derecognized or impaired as well as through
amortization process.

Other financial liabilities

Other financial liabilities pertain to issued financial instruments that are not classified or
designated as financial liabilities at FVPL and contain contractual obligations to deliver
cash or other financial assets to the holder or to settle the obligation other than the
exchange of a fixed amount of cash or another financial asset for a fixed number of own
equity shares.

Other financial liabilities include trade and other payables, short-term loans and long-term
debt. All loans and borrowings are initially recognized at the fair value of the
consideration received less directly attributable transaction costs.

After initial recognition, short-term loans and long-term debts are subsequently measured
at amortized cost using the EIR method.

Deferred Financing Costs

Deferred financing costs represent debt issue costs arising from the fees incurred to
obtain project financing. This is included in the initial measurement of the related debt.
The deferred financing costs are treated as a discount on the related debt and are
amortized using the EIR method over the term of the related debt.

Impairment of Financial Assets

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

Evidence of impairment may include indications that the borrower or a group of borrowers
is experiencing significant financial difficulty, default or delinquency in interest or principal
payments, the probability that they will enter bankruptcy or other financial reorganization
and where observable data indicate that there is measurable decrease in the estimated
future cash flows, such as changes in arrears or economic conditions that correlate with
defaults.

Loans and receivables

For loans and receivables carried at amortized cost, the Group first assesses whether
objective evidence of impairment exists individually for financial assets that are
individually significant, or collectively for financial assets that are not individually
significant. If the Group determines that no objective evidence of impairment exists for
individually assessed financial asset, whether significant or not, it includes the asset in a
group of financial assets with similar credit risk characteristics and collectively assessed
for impairment. Those characteristics are relevant to the estimation of future cash flows
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for groups of such assets by being indicative of the debtors’ ability to pay all amounts due
according to the contractual terms of the assets being evaluated. Assets that are
individually assessed for impairment and for which an impairment loss is, or continues to
be, recognized are not included in a collective assessment for impairment.

For the purpose of a collective evaluation of impairment, financial assets are grouped on
the basis of such credit risk characteristics as industry, customer type, customer location,
past-due status and term. Future cash flows in a group of financial assets that are
collectively evaluated for impairment are estimated on the basis of historical loss
experience for assets with credit risk characteristics similar to those in the group.
Historical loss experience is adjusted on the basis of current observable data to reflect the
effects of current conditions that did not affect the period on which the historical loss
experience is based and to remove the effects of conditions in the historical period that do
not exist currently. The methodology and assumptions used for estimating future cash
flows are reviewed regularly by the Group to reduce any differences between loss
estimates and actual loss experience.

In relation to trade receivables, a provision for impairment is made when there is
objective evidence (such as the probability of insolvency or significant financial difficulties
of the debtor) that the Group will not be able to collect all of the amounts due under the
original terms of the invoice.

If there is objective evidence that an impairment loss has been incurred, the amount of
the loss is measured as the difference between the asset’s carrying amount and the
present value of the estimated future cash flows (excluding future credit losses that have
not been incurred) discounted at the financial assets’ original EIR (i.e., the EIR computed
at initial recognition). If a loan has a variable interest rate, the discount rate for
measuring any impairment loss is the current EIR.

The carrying amount of the asset is reduced through use of an allowance account and the
amount of loss is charged to the consolidated statement of comprehensive income during
the period in which it arises. Interest income continues to be recognized based on the
original EIR of the asset. Receivables, together with the associated allowance accounts,
are written off when there is no realistic prospect of future recovery has been realized and
all collateral has been realized or has been transferred to the Group.

If, in a subsequent year, the amount of the estimated impairment loss decreases because
of an event occurring after the impairment was recognized, the previously recognized
impairment loss is reversed. Any subsequent reversal of an impairment loss is recognized
in consolidated statement of comprehensive income, to the extent that the carrying value
of the asset does not exceed its amortized cost at the reversal date.

Derecognition of Financial Instruments

Financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of
similar financial assets) is primarily derecognised (i.e. removed from the group’s
consolidated statement of financial position) when:

o The rights to receive cash flows from the asset have expired, or
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° The Group has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the received cash flows in full without material delay
to a third party under a ‘pass-through’arrangement; and either (a) the Group has
transferred substantially all the risks and rewards of the asset, or (b) the Group has
neither transferred nor retained substantially all the risks and rewards of the asset,
but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has
entered into a pass-through arrangement, it evaluates if and to what extent it has
retained the risks and rewards of ownership. When it has neither transferred nor retained
substantially all of the risks and rewards of the asset, nor transferred control of the asset,
the Group continues to recognize the transferred asset to the extent of the Group’s
continuing involvement. In that case, the Group also recognizes an associated liability.
The transferred asset and the associated liability are measured on a basis that reflects the
rights and obligations that the Group has retained.

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

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

Offsetting of Financial Instruments

Financial assets and financial liabilities are offset and the net amount is reported in the
consolidated statement of financial position if there is a currently enforceable legal right to
set off the recognized amounts and there is no intention to settle on a net basis, or to
realize the asset and settle the liability simultaneously. The Group assesses that it has a
currently enforceable right to offset if the right is not contingent on a future event, and is
legally enforceable in the normal course of business, event of default, and event of
insolvency or bankruptcy of the Group and all of the counterparties.

Fair Value Measurement
The Group discloses the fair value of financial instruments measured at amortized cost
such as loans and receivables and other financial liabilities at each reporting date.

Fair value is the estimated price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the measurement date.
The fair value measurement is based on the presumption that the transaction to sell the
asset or transfer the liability takes place either:

. In the principal market for the asset or liability, or
. In the absence of a principal market, in the most advantageous market for the
asset or liability

The principal or the most advantageous market must be accessible to by the Group.
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The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market
participants act in their economic best interest.

A fair value measurement of a nonfinancial asset takes into account a market participant's
ability to generate economic benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the asset in its highest and best
use.

The Group uses valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximizing the use of relevant
observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorized within the fair value hierarchy, described as follows, based on
the lowest level input that is significant to the fair value measurement as a whole:

. Level 1 - Quoted (unadjusted) market prices in active markets for identical assets
or liabilities

. Level 2 - Valuation techniques for which the lowest level input that is significant to
the fair value measurement is directly or indirectly observable

. Level 3 - Valuation techniques for which the lowest level input that is significant to

the fair value measurement is unobservable

For assets and liabilities that are recognized in the financial statements on a recurring
basis, the Group determines whether transfers have occurred between Levels in the
hierarchy by reassessing categorization (based on the lowest level input that is significant
to the fair value measurement as a whole) at the end of each reporting date.

Inventories

Inventories are valued at the lower of cost and net realizable value (NRV). NRV is the
estimated selling price in the ordinary course of business, less estimated costs necessary
to make the sale for coal inventory or replacement cost for spare parts and supplies. Cost
is determined using the weighted average production cost method for coal inventory and
the moving average method for spare parts and supplies.

The cost of extracted coal includes stripping costs and other mine-related costs incurred
during the period and allocated on per metric ton basis by dividing the total production
cost with total volume of coal produced. Except for shiploading cost, which is a
component of total minesite cost, all other production related costs are charged to
production cost.

Spare parts and supplies are usually carried as inventories and are recognized in the
consolidated statement of comprehensive income when consumed. Inventories
transferred to property, plant and equipment are used as a component of self-constructed
property, plant and equipment and are recognized as expense during useful life of that
asset. Transfers of inventories to property, plant and equipment do not change the
carrying amount of the inventories.

Exploration and Evaluation Asset
Exploration and evaluation activity involves the search for mineral resources, the
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determination of technical feasibility and the assessment of commercial viability of an
identified resource.

Exploration and evaluation activity includes:

Researching and analyzing historical exploration data

Gathering exploration data through geophysical studies
Exploratory drilling and sampling

Determining and examining the volume and grade of the resource
Surveying transportation and infrastructure requirements
Conducting market and finance studies

License costs paid in connection with a right to explore in an existing exploration area are
capitalized and amortized over the term of the permit. Once the legal right to explore has
been acquired, exploration and evaluation expenditure is charged to consolidated
statement of comprehensive income as incurred, unless the Group’s management
concludes that a future economic benefit is more likely than not to be realized. These
costs include materials and fuel used, surveying costs, drilling costs and payments made
to contractors.

In evaluating whether the expenditures meet the criteria to be capitalized, several
different sources of information are used. The information that is used to determine the
probability of future benefits depends on the extent of exploration and evaluation that has
been performed.

Expenditure is transferred from ‘Exploration and evaluation asset’ to ‘Mine properties’
which is a subcategory of ‘Property, plant and equipment’ once the work completed to
date supports the future development of the property and such development receives
appropriate approvals.

After transfer of the exploration and evaluation asset, all subsequent expenditure on the
construction, installation or completion of infrastructure facilities is capitalized in ‘Mine
properties’. Development expenditure is net of proceeds from the sale of ore extracted
during the development phase.

Stripping Costs

As part of its mining operations, the Group incurs stripping (waste removal) costs both
during the development phase and production phase of its operations. Stripping costs
incurred in the development phase of a mine, before the production phase commences
(development stripping), are capitalized as part of the cost of mine properties and
subsequently amortized over its useful life using units of production method. The
capitalization of development stripping costs ceases when the mine/component is
commissioned and ready for use as intended by management.

After the commencement of production further development of the mine may require a
phase of unusually high stripping that is similar in nature to development phase stripping.
The costs of such stripping are accounted for in the same way as development stripping
(as discussed above).

Stripping costs incurred during the production phase are generally considered to create
two benefits, being either the production inventory or improved access to the coal body to
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be mined in the future. Where the benefits are realized in the form of inventory produced
in the period, the production stripping costs are accounted for as part of the cost of
producing these inventories. Where the benefits are realized in the form of improved
access to ore to be mined in the future, the costs are recognized as a noncurrent asset,
referred to as a stripping activity asset, if the following criteria are met:

Future economic benefits (being improved access to the coal body) are probable;

° The component of the coal body for which access will be improved can be
accurately identified; and
. The costs associated with the improved access can be reliably measured.

If all of the criteria are not met, the production stripping costs are charged to the
consolidated statement of comprehensive income as operating costs as they are incurred.

In identifying components of the coal body, the Group works closely with the mining
operations department for each mining operation to analyze each of the mine plans.
Generally, a component will be a subset of the total coal body, and a mine may have
several components. The mine plans, and therefore the identification of components, can
vary between mines for a number of reasons. These include, but are not limited to: the
type of commodity, the geological characteristics of the coal body, the geographical
location, and/or financial considerations.

The stripping activity asset is initially measured at cost, which is the accumulation of costs
directly incurred to perform the stripping activity that improves access to the identified
component of coal body, plus an allocation of directly attributable overhead costs. If
incidental operations are occurring at the same time as the production stripping activity,
but are not necessary for the production stripping activity to continue as planned, these
costs are not included in the cost of the stripping activity asset. If the costs of the
inventory produced and the stripping activity asset are not separately identifiable, a
relevant production measure is used to allocate the production stripping costs between the
inventory produced and the stripping activity asset. This production measure is calculated
for the identified component of the coal body and is used as a benchmark to identify the
extent to which the additional activity of creating a future benefit has taken place.

The stripping activity asset is accounted for as an addition to, or an enhancement of, an
existing asset, being the mine asset, and is included as part of '‘Mine properties’ under
‘Property, plant and equipment’ in the consolidated statement of financial position. This
forms part of the total investment in the relevant cash generating unit, which is reviewed
for impairment if events or changes of circumstances indicate that the carrying value may
not be recoverable.

The stripping activity asset is subsequently depreciated using the units of production
method over the life of the identified component of the coal body that became more
accessible as a result of the stripping activity. Economically recoverable reserves, which
comprise proven and probable reserves, are used to determine the expected useful life of
the identified component of the coal body. The stripping activity asset is then carried at
cost less depreciation and any impairment losses.

Mining Reserves
Mining reserves are estimates of the amount of coal that can be economically and legally
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extracted from the Group’s mining properties. The Group estimates its mining reserves
and mineral resources based on information compiled by appropriately qualified persons
relating to the geological data on the size, depth and shape of the coal body, and require
complex geological judgments to interpret the data. The estimation of recoverable
reserves is based upon factors such as estimates of foreign exchange rates, commodity
prices, future capital requirements, and production costs along with geological
assumptions and judgments made in estimating the size and grade of the coal body.
Changes in the reserve or resource estimates may impact the carrying value of
exploration and evaluation asset, mine properties, property, plant and equipment,
provision for decommissioning and site rehabilitation, recognition of deferred tax assets,
and depreciation and amortization charges.

Property, Plant and Equipment

Upon completion of mine construction, the assets are transferred into property, plant and
equipment. Items of property, plant and equipment except land are carried at cost less
accumulated depreciation and any impairment in value.

The initial cost of property, plant and equipment also comprises its purchase price or
construction cost, including non-refundable import duties, taxes and any directly
attributable costs of bringing the asset to its working condition and location for its
intended use. Expenditures incurred after the fixed assets have been put into operation,
such as repairs and maintenance and overhaul costs, are normally charged to operations
in the year when the costs are incurred. In situations where it can be clearly
demonstrated that the expenditures have resulted in an increase in the future economic
benefits expected to be obtained from the use of an item of property, plant and equipment
beyond its originally assessed standard of performance, and the costs of these items can
be measured reliably, the expenditures are capitalized as an additional cost of the
property, plant and equipment. The present value of the expected cost for the
decommissioning of the asset after its use is included in the cost of the respective asset if
the recognition criteria for a provision are met.

Equipment in transit and construction in progress, included in property, plant and
equipment, are stated at cost. Construction in progress includes the cost of the
construction of property, plant and equipment and, for qualifying assets, borrowing cost.
Equipment in transit includes the acquisition cost of mining equipment and other direct
costs.

Mine properties consists of stripping activity asset and expenditures transferred from
‘Exploration and evaluation asset’ once the work completed supports the future
development of the property. Mine properties are depreciated or amortized on a unit-of-
production basis over the economically recoverable reserves of the mine concerned. Mine
properties are included as part of “"Mining properties, mining tools and other equipment’
under ‘Property, Plant and Equipment’ in the consolidated statement of financial position.

Each part of an item of property, plant and equipment with a cost that is significant in
relation to the total cost of the item is depreciated separately.

Depreciation of property, plant and equipment commences once the assets are put into
operational use.
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Depreciation of property, plant and equipment are computed on a straight-line basis over
the estimated useful lives (EUL) of the respective assets as follows:

Years
Mining, tools and other equipment 2 to 13
Power plant and buildings 10 to 25
Roads and bridges 17

The EUL 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, plant and equipment.

Land is stated at historical cost less any accumulated impairment losses. Historical cost
includes the purchase price and certain transactions costs.

An item of property, plant and equipment is derecognized upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. When assets
are retired, or otherwise disposed of, the cost and the related accumulated depreciation
are removed from the accounts. Any gain or loss arising on 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 consolidated statement of comprehensive income in the
year the item is derecognized.

Computer Software

Computer software, included under “Other noncurrent assets”, is measured on initial
recognition at cost, which comprises its purchase price plus any directly attributable costs
of preparing the asset for its intended use. Computer software is carried at cost less any
accumulated amortization on a straight line basis over their useful lives of three (3) to five
(5) years and any impairment in value.

Amortization of computer software is recognized under the “Cost of sales” in the
consolidated statement of comprehensive income.

Gains or losses arising from derecognition of computer software are measured as the
difference between the net disposal proceeds and the carrying amount of the asset, and
are recognized in the consolidated statement of comprehensive income when the asset is
derecognized.

Impairment of Nonfinancial Assets

The Group assesses at each reporting date whether there is an indication that its
nonfinancial assets (e.g., inventories, property, plant and equipment and computer
software) may be impaired. If any such indication exists, or when an annual impairment
testing for an asset is required, the Group makes an estimate of the asset’s recoverable
amount.

Inventories

NRV tests are performed at least annually and represent the estimated sales price based
on prevailing price at reporting date, less estimated cost necessary to make the sale for
coal inventory or replacement costs for spare parts and supplies. If there is any objective
evidence that the inventories are impaired, impairment losses are recognized in the
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consolidated statement of comprehensive income, in those expense categories consistent
with the function of the assets, as being the difference between the cost and NRV of
inventories.

Exploration and evaluation assets

Exploration and evaluation assets should be assessed for impairment when the facts and
circumstances suggest that the carrying amount of an exploration and evaluation asset
may exceed its recoverable amount. Under PFRS 6 one or more of the following facts and
circumstances could indicate that an impairment test is required. The list is not intended
to be exhaustive: (a) the period for which the entity has the right to explore in the specific
area has expired during the period or will expire in the near future, and is not expected to
be renewed; (b) substantive expenditure on further exploration for and evaluation of
mineral resources in the specific area is neither budgeted nor planned; (c) exploration for
and evaluation of mineral resources in the specific area have not led to the discovery of
commercially viable quantities of mineral resources and the entity has decided to
discontinue such activities in the specific area; and (d) sufficient data exist to indicate
that, although a development in the specific area is likely to proceed, the carrying amount
of the exploration and evaluation asset is unlikely to be recovered in full from successful
development or by sale.

Property, plant and equipment and computer software

An asset’s recoverable amount is the higher of an asset’s or cash generating unit’s fair
value less cost to sell and its value in use and is determined for an individual asset, unless
the asset does not generate cash inflows that largely independent of those from other
assets or group of assets. Where the carrying amount of an asset exceeds its recoverable
amount, the asset is considered impaired and is written down to its recoverable amount.
In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset. In determining fair value less costs to
sell, an appropriate valuation model is used. These calculations are corroborated by
valuation multiples or other available fair value indicators.

Impairment losses of continuing operations are recognized in the consolidated statement
of comprehensive income in those expense categories with the function of the impaired
asset.

An assessment is made at each reporting date as to whether there is any indication that
previously recognized impairment losses may no longer exist or may have decreased. If
any such indication exists, the recoverable amount is estimated. A previously recognized
impairment loss is reversed only if there has been a change in the estimates used to
determine the asset’s recoverable amount since the last impairment loss was recognized.
If such 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 or amortization, had no impairment loss been
recognized for the asset in prior years.

For property, plant and equipment, reversal is recognized in the consolidated statement of
comprehensive income. After such reversal, the depreciation charge is adjusted in future
periods to allocate the asset’s revised carrying amount, less any residual value, on a
systematic basis over its remaining useful life.
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Intangible Assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost
of intangible assets acquired in a business combination is their fair value at the date of
acquisition.

Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and accumulated impairment losses. Internally generated intangibles,
excluding capitalized development costs, are not capitalized and the related expenditure is
reflected in the consolidated statement of comprehensive income in the period in which
the expenditure is incurred.

The useful lives of intangible assets are assessed as either finite or indefinite.

Intangible assets with finite lives are amortized over the useful economic life and assessed
for impairment whenever there is an indication that the intangible asset may be impaired.
The amortization period and the amortization method for an intangible asset with a finite
useful life are reviewed at least at the end of each reporting date. Changes in the
expected useful life or the expected pattern of consumption of future economic benefits
embodied in the asset are considered to modify the amortization period or method, as
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