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Semirara Mining and Power Corporation
Consolidated Statements of Financial Position
As of March 31, 2020 and December 31, 2019

(Unaudited)
31 March 2020

(Audited)

31 December 2019

ASSETS

Current Assets
Cash and cash equivalents
Receivables - net
Inventories - net
Other current assets

3,721,565,388
3,650,724,280
11,835,790,494
2,108,139,241

6,457,084,709
3,641,501,084
10,219,569,761
1,284,979,604

Total Current Assets

21,316,219,403

21,603,135,158

Noncurrent Assets
Property, plant and equipment - net
Investment in joint venture
Deferred Tax Assets
Other noncurrent assets

47,801,419,260
44,526,542
886,929,900
1,905,275,725

47,630,629,427
45,217,496
888,181,062
2,041,960,540

Total Noncurrent Assets

50,638,151,427

50,605,988,525

TOTAL ASSETS

71,954,370,830

72,209,123,683

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
Trade and other payables
Short-term loans
Current portion of long-term debt
Current Portion of Lease Liability

9,418,601,578
5,150,000,000
2,000,295,597

14,171,369

8,451,093,044
2,070,000,000
3,459,433,544

14,171,369

Total Current Liabilities

16,583,068,544

13,994,697,957

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

14,311,518,968
522,804,859
329,222,385
93,366,249

13,067,601,461
522,804,859
294,753,397
93,366,249

Total Noncurrent Liabilities

15,256,912,460

13,978,525,963

Total Liabilities

31,839,981,004

27,973,223,920

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

4,264,609,290
6,675,527,411
(739,526,678)
(98,388,949)
30,012, 168,752

4,264,609,290
6,675,527,411

(739,526,678)

(98,388,949)
34,133,678,689

Total Stockholders' Equity

40,114,389,826

44,235,899,764

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY

71,954,370,830

72,209,123,683




Semirara Mining and Power Corporation

Consolidated Statements of Comprehensive Income
For the Quarter / Period Ending 31 March 2020 and 2019

(Unaudited)

For the Period

31 March 2020

31 March 2019

REVENUE
Coal 5,071,737,534 6,986,274,862
Power 2,200,270,983 2,751,889,292

7,272,008,517 9,738,164,154

COST OF SALES
Coal 2,893,098,635 3,786,871,996
Power 1,610,241,066 1,908,311,709

4,503,339,701

5,695,183,705

GROSS PROFIT

2,768,668,816

4,042,980,449

OPERATING EXPENSES
FINANCE INCOME (COSTS)

FOREIGN EXCHANGE GAINS (LOSSES)
OTHER INCOME

(1,549,769,947)
(240,233,270)

18,277,835
152,750,870

(1,864,825,093)
(265,588,182)

7,592,179
51,249,243

(1,618,974,512)

(2,071,571,854)

INCOME BEFORE INCOME TAX
PROVISION FOR INCOME TAX

1,149,694,304
(41,981,281)

1,971,408,594
(121,635,678)

NET INCOME

OTHER COMPREHENSIVE INCOME

1,191,675,585

2,093,044,272

TOTAL COMPREHENSIVE INCOME

1,191,675,585

2,093,044,272

Basic / Diluted Earnings per Share

0.28

0.49
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Semirara Mining and Power Corporation
Statement of Cash Flows

For the Period Ending March 31, 2020 and 2019

UNAUDITED
31 March 2020 31 March 2019
CASHFLOWS FROM OPERATING ACTIVITIES

Income before income tax 1,149,694,304 1,971,408,594
Adjustments for:

Depreciation and Depletion and amortization 1,579,780,509 1,808,833,133

Finance Costs 275,049,041 279,851,273

Net unrealized foreign exchange losses (gains) 63,963,366 (1,550,044)

Interest Income (34,803,463) (14,287,453)
Operating Income before working capital changes 3,033,683,757 4,044,255,503

Changes in operating assets and liabilities

(Increase)decrease in receivables

618,244,329

3,053,856,272

(Increase)decrease in inventories (1,232,568,415) (1,114,954,211)
(Increase)decrease other current assets (1,065,681,498) (698,488,413)
Inc(dec) in accounts payable and other payables 671,190,901 (1,116,551,405)

Cash provided by operations 2,024,869,074 4,168,117,746
Interest Received 34,803,463 14,124,595
Benefits paid (3,472,911) 35,103,843
Income Tax Paid (6,500,194) (2,354,781)
Interest Paid (275,146,368) (328,880,603)
Net cash provided by operating activities 1,774,553,064 3,886,110,800
CASHFLOWS FROM INVESTING ACTIVITIES
Additions to property, plant and equipment (1,034,878,608) (1,099,851,268)
Additions to exploration and evaluation assets (951,829,680) -
Net cash used in investing activities (1,986,708,288) (1,099,751,268)
Loan Availment 4,480,000,000 2,825,150,000

Payment of cash dividends

(5,313,185,523)

Debt repayment (1,690,178,571) (4,392,209,544)
Net cash used in financing activities (2,523,364,(]94) (1,567,059,5_44)

NET INC(DEC) IN CASH AND CASH EQUIV (2,735,519,3119) 1,219,299,9_88
CASH AND CASH EQUIV BEG 6,457,084,707 1,902,951,521
CASH AND CASH EQUIV AT ENDING 3,721,565,388 3,122,251,509




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1.

Summary of Significant Accounting Policies

Basis of Preparation The consolidated financial statements of the Group have been prepared on a
historical cost basis, except for financial assets at fair value through profit or loss (FVPL) that have been
measured at fair value. The Parent Company’s functional currency and the Group’s presentation currency
is the Philippine Peso (P=). All amounts are rounded-off the nearest Peso, except when otherwise
indicated.

Statement of Compliance The consolidated financial statements of the Group have been prepared in
accordance with Philippine Financial Reporting Standards (PFRSs). PFRSs include Philippine Financial
Reporting Standards, Philippine Accounting Standards and Interpretations issued by the Philippine
Interpretations Committee (PIC).
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Basis of Consolidation The consolidated financial statements comprise the financial statements of the
Parent Company and the following subsidiaries (which are all incorporated in the Philippines) as of March
31, 2020 and December 31, 2019.

Effective Rates of Ownership 2019 2018 2017 Sem-Calaca Power Corporation (SCPC) 100.00 % 100.00%
100.00 % Sem-Calaca RES Corporation (SCRC)1 100.00 100.00 100.00 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 Utilities, Inc. (SEUI) 100.00
100.00 100.00 Southeast Luzon Power Generation Corporation (SELPGC)2 100.00 100.00 100.00

1. Wholly-owned subsidiary of SCPC. Started commercial operations on August 29, 2018. 2. Formerly
SEM-Balayan Power Generation Corporation (SBPGC).

Except for SCPC, SLPGC and SCRC, the other subsidiaries have not yet started commercial operations as of
March 31, 2020.

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 components of the Group are eliminated in full
on consolidation.

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 financial statements from the date the
Group gains control until the date the Group ceases to control the subsidiary.

Control is achieved when the entity is exposed, or has rights, to variable returns from its involvement with
the investee and has the ability to affect those returns through its power over the investee. Specifically,
the entity controls an investee if and only if the entity has the following element:

- Power over the investee (i.e., existing rights that give it the current ability to direct the relevant activities
of the investee) - Exposure, or rights, to variable returns from its involvement with the investee, and - The
ability to use its power over the investee to affect its returns.



Generally, there is a presumption that a majority of voting rights results in control. To support the
presumption and when the entity has less than a majority of the voting or similar rights of an investee, the
entity considers all relevant facts and circumstances in assessing whether it has power over an investee,
including:

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

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 entity loses control over a subsidiary, it derecognizes the related assets (including
goodwill), liabilities, non-controlling interests (NCl) and other components of equity, while any resulting in
gain or loss is recognized in profit or loss. Any investment retained is measured at fair value.

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 Group elects whether to measure the non-controlling interest in the
acquiree either at fair value or at the proportionate share of the acquiree’s identifiable net assets.
Transaction costs incurred are charge to expense in the consolidated statement of comprehensive
income.

When the Group acquires a business, it assesses the financial assets and financial 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 or 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 are recognized in accordance with PFRS 9 either in profit or loss or as change to
other comprehensive income. If the contingent consideration is classified as equity, it is not remeasured
and its subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost (being the excess of the aggregate of the consideration transferred
and the amount recognized for non-controlling interests and any previous interest held over the net
identifiable assets acquired and liabilities assumed). If the fair value of the net assets acquired is in excess
of the aggregate consideration transferred, the Group re-assesses whether it has correctly identified all of
the assets acquired and all of the liabilities assumed and reviews the procedures used to measure the
amounts to be recognized at the acquisition date. If the reassessment still results in an excess of the fair
value of net assets acquired over the aggregate consideration transferred, then the gain is recognized in
profit or loss.



After 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 that are expected to benefit from the combination,
irrespective of whether other assets or liabilities of the acquiree are assigned to those units.
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Where goodwill has been allocated to a cash-generating unit (CGU) and part of the operation within that
unit is disposed of, the goodwill associated with the disposed operation is included in the carrying amount
of the operation when determining the gain or loss on disposal. Goodwill disposed in these circumstances
is measured based on the relative values of the disposed operation and the portion of the cash-generating
unit retained.

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 a
proportionate amount of the net assets of the subsidiary.

Changes in Accounting Policies and Disclosures The accounting policies adopted in the preparation of the
Group’s consolidated financial statements are consistent with those of the previous financial year, except
for the adoption of the following new and amended accounting pronouncements which became effective
January 1, 2019.

The nature and impact of each new standard and amendment are described below:
- PFRS 16, Leases

PFRS 16 supersedes PAS 17, Leases, Philippine Interpretation IFRIC 4, Determining whether an
Arrangement contains a Lease, Philippine Interpretation SIC-15, Operating Leases-Incentives and
Philippine Interpretation SIC-27, Evaluating the Substance of Transactions Involving the Legal Form of a
Lease. The standard sets out the principles for the recognition, measurement, presentation and disclosure
of leases and requires lessees to recognize most leases on the balance sheet.

The Group adopted PFRS 16 using the modified retrospective method of adoption with the date of initial
application of January 1, 2019. Under this method, the standard can be applied either to all contracts at
the date of initial application or only to contracts that are not completed at this date. The Group elected
to use the transition practical expedient to not reassess whether a contract is, or contains a lease at
January 1, 2019. Instead, the Group applied the standard only to contracts that were previously identified
as leases applying PAS 17 and IFRIC 4 at the date of initial application. The Group also elected to apply
this method only to those lease contracts that were not completed at the date of initial application

(January 1, 2019).
The effect of adopting PFRS 16 as at January 1, 2019 follows:

Increase (decrease)

Assets Right-of-use assets P =190,624,079 Prepaid rent (under current and noncurrent assets)
(71,176,666) Property, plant and equipment (5,392,226) Deferred tax assets - net 18,382,557
Liabilities Lease liabilities 114,055,187 Deferred tax liabilities - net 18,382,557

10
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The Group has lease contracts for various items of land, office spaces and foreshore leases. Before the
adoption of PFRS 16, the Group classified each of its leases (as lessee) at the inception date as operating
lease. Upon adoption of PFRS 16, the Group applied a single recognition and measurement approach for
all leases, except for short-term leases. Refer to section on accounting policies on leases prior to and
upon adoption of PFRS 16.

The adoption of PFRS 16 did not have an impact on equity in 2019, since the Group elected to measure
the right-of-use assets at an amount equal to the lease liabilities, adjusted by the amount of any prepaid
or accrued lease payments and cost of dismantling and removing the underlying asset relating to that
lease recognized in the consolidated statement of financial position immediately before the date of initial
application.

The Group also applied the available practical expedients wherein it: - Used a single discount rate to a
portfolio of leases with reasonably similar characteristics - Applied the short-term leases exemptions to
leases with lease term that ends within 12 months of the date of initial application - Used hindsight in
determining the lease term where the contract contained options to extend or terminate the lease

Based on the above, as at January 1, 2019: - Right-of-use assets amounting to P=190.62 million were
recognized and presented separately in the consolidated statement of financial position. This represents
the right to use the underlying assets set-up upon transition date. - Prepaid rent of P=71.18 million under
‘Other current and noncurrent assets’ related to advance rent payment was reclassified to right-of-use
assets. - Property, plant and equipment amounting to P=5.39 million, representing the costs of
dismantling and removing the underlying asset under lease, was included in the right-of-use assets
recognized. - Lease liabilities were recognized amounting to P=114.06 million and presented separately in
the consolidated statement of financial position. This is based on the present value of the remaining lease
payments, discounted using the incremental borrowing rate at the date of initial application. - Deferred
tax assets and liabilities increased by P=18.38 million because of the deferred tax impact of the changes in
assets and liabilities.

For the year ended December 31, 2019: - Depreciation expense increased because of depreciation of
additional assets recognized (i.e., increase in right-of-use assets). This resulted in increases in ‘Cost of
sales’ and ‘Operating expenses’ of P=8.40 million and P=10.59 million, respectively. - Finance cost
increased by P=6.62 million relating to the interest expense on lease liabilities recognized.
Reconciliation of the operating lease commitments as of December 31, 2018 to the lease liabilities as at
January 1, 2019 follows:

Operating lease commitments as at December 31, 2018 (Note 11) P =254,423,849 Weighted average
incremental borrowing rate at January 1, 2019 7.77% Discounted operating lease commitments at January
1, 2019 P =208,588,273 Less commitment relating to short term leases 94,533,086 Lease liabilities
recognized at January 1, 2019 (Note 11) P =114,055,187
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- Philippine Interpretation IFRIC-23, Uncertainty over Income Tax Treatments

The Interpretation addresses the accounting for income taxes when tax treatments involve uncertainty
that affects the application of PAS 12 Income Tax. It does not apply to taxes or levies outside the scope of
PAS 12, nor does it specifically include requirements relating to interest and penalties associated with
uncertain tax treatments. The Interpretation specifically addresses the following:

- Whether an entity considers uncertain tax treatments separately. - The assumptions an entity makes
about the examination of tax treatments by taxation authorities. - How an entity determines taxable profit
(tax loss), tax bases, unused tax losses, unused tax credits and tax rates. - How an entity considers changes
in facts and circumstances.

11



The Group determines whether to consider each uncertain tax treatments separately or together with
one or more other uncertain tax treatments and uses the approach that better predicts the resolution of
the uncertainty.

The Group applies significant judgment in identifying uncertainties over income tax treatments. Upon
adoption of the Interpretation, the Group considered whether it has any uncertain tax positions. The
Group determined that it is probable that its tax treatments will be accepted by the taxation authorities.
The adoption of the Interpretation did not have a significant impact on the consolidated financial
statements of the Group.

- Annual Improvements to PFRSs 2015-2017 Cycle
- Amendments to PFRS 3, Business Combinations, and PFRS 11, Joint Arrangements, Previously Held
Interest in a Joint Operation

The amendments clarify that, when an entity obtains control of a business that is a joint operation, it
applies the requirements for a business combination achieved in stages, including remeasuring previously
held interests in the assets and liabilities of the joint operation at fair value. In doing so, the acquirer
remeasures its entire previously held interest in the joint operation.

A party that participates in, but does not have joint control of, a joint operation might obtain joint control
of the joint operation in which the activity of the joint operation constitutes a business as defined in PFRS
3. The amendments clarify that the previously held interests in that joint operation are not remeasured.
An entity applies those amendments to business combinations for which the acquisition date is on or after
the beginning of the first annual reporting period beginning on or after January 1, 2019 and to
transactions in which it obtains joint control on or after the beginning of the first annual reporting period
beginning on or after January 1, 2019, with early application permitted. These amendments are currently
not applicable to the Group but may apply to future transactions.
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- Amendments to PAS 12, Income Tax Consequences of Payments on Financial Instruments Classified as
Equity

The amendments clarify that the income tax consequences of dividends are linked more directly to past
transactions or events that generated distributable profits than to distributions to owners. Therefore, an
entity recognizes the income tax consequences of dividends in profit or loss, other comprehensive income
or equity according to where the entity originally recognized those past transactions or events.

An entity applies those amendments for annual reporting periods beginning on or after January 1, 2019,
with early application is permitted. These amendments are not relevant to the Group because dividends
declared by the Group do not give rise to tax obligations under the current tax laws.

- Amendments to PAS 23, Borrowing Costs, Borrowing Costs Eligible for Capitalization

The amendments clarify that an entity treats as part of general borrowings any borrowing originally made
to develop a qualifying asset when substantially all of the activities necessary to prepare that asset for its
intended use or sale are complete.

An entity applies those amendments to borrowing costs incurred on or after the beginning of the annual
reporting period in which the entity first applies those amendments. An entity applies those amendments
for annual reporting periods beginning on or after January 1, 2019, with earlier application permitted.
Since the Group’s current practice is in line with these amendments, they had no impact on the
consolidated financial statements of the Group.

- Amendments to PFRS 9, Prepayment Features with Negative Compensation

12



Under PFRS 9, a debt instrument can be measured at amortized cost or at fair value through other
comprehensive income, provided that the contractual cash flows are ‘solely payments of principal and
interest on the principal amount outstanding’ (the SPPI criterion) and the instrument is held within the
appropriate business model for that classification. The amendments to PFRS 9 clarify that a financial asset
passes the SPPI criterion regardless of the event or circumstance that causes the early termination of the
contract and irrespective of which party pays or receives reasonable compensation for the early
termination of the contract.

These amendments had no impact on the consolidated financial statements of the Group.

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

The amendments clarify that an entity applies PFRS 9 to long-term interests in an associate or joint
venture to which the equity method is not applied but that, in substance, form part of the net investment
in the associate or joint venture (long-term interests). This clarification is relevant because it implies that
the expected credit loss model in PFRS 9 applies to such long-term interests.
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The amendments also clarified that, in applying PFRS 9, an entity does not take account of any losses of
the associate or joint venture, or any impairment losses on the net investment, recognized as adjustments
to the net investment in the associate or joint venture that arise from applying PAS 28, Investments in
Associates and Joint Ventures.

These amendments had no impact on the consolidated financial statements as the Group does not have
long-term interests in its associate and joint venture.

Future Changes in Accounting Policies Pronouncements issued but not yet effective are listed below.
Unless otherwise indicated, the Group does not expect that the future adoption of the said
pronouncements will have a significant impact on its consolidated financial statements. The Group will
consider the effects on the consolidated financial statements as these become effective and applicable.

Effective beginning on or after January 1, 2020

- Amendments to PFRS 3, Definition of a Business

The amendments to PFRS 3 clarify the minimum requirements to be a business, remove the assessment of
a market participant’s ability to replace missing elements, and narrow the definition of outputs. The
amendments also add guidance to assess whether an acquired process is substantive and add illustrative
examples. An optional fair value concentration test is introduced which permits a simplified assessment
of whether an acquired set of activities and assets is not a business.

An entity applies those amendments prospectively for annual reporting periods beginning on or after
January 1, 2020, with earlier application permitted.

These amendments will apply on future business combinations of the Group.
- Amendments to PAS 1, Presentation of Financial Statements, and PAS 8, Accounting Policies, Changes in
Accounting Estimates and Errors, Definition of Material

The amendments refine the definition of material in PAS 1 and align the definitions used across PFRSs and
other pronouncements. They are intended to improve the understanding of the existing requirements

rather than to significantly impact an entity’s materiality judgements.

An entity applies those amendments prospectively for annual reporting periods beginning on or after
January 1, 2020, with earlier application permitted.
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Deferred effectivity
- Amendments to PFRS 10, Consolidated Financial Statements, and PAS 28, Sale or Contribution of Assets
between an Investor and its Associate or Joint Venture

The amendments address the conflict between PFRS 10 and PAS 28 in dealing with the loss of control of a
subsidiary that is sold or contributed to an associate or joint venture. The amendments clarify that a full
gain or loss is recognized when a transfer to an associate or joint venture involves a business as defined in
PFRS 3. Any gain or loss resulting from the sale or contribution of assets that does not constitute a
business, however, is recognized only to the extent of unrelated investors’ interests in the associate or
joint venture.
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On January 13, 2016, the Financial Reporting Standards Council deferred the original effective date of
January 1, 2016 of the said amendments until the International Accounting Standards Board (IASB)
completes its broader review of the research project on equity accounting that may result in the
simplification of accounting for such transactions and of other aspects of accounting for associates and
joint ventures.

Significant Accounting Policies and Disclosures
Current and Noncurrent Classification The Group presents assets and liabilities in consolidated statement
of financial position based on current/noncurrent classification.

An asset is current when it is:

- expected to be realized or intended to be sold or consumed in normal operating cycle; - held primarily
for the purpose of trading; - expected to be realized within 12 months after reporting date; or - cash or
cash equivalent, unless restricted from being exchanged or used to settle a liability for at least 12 months
after reporting date.

All other assets are classified as noncurrent.

A liability is current when: - It is expected to be settled in the normal operating cycle; - It is held primarily
for the purpose of trading; - It is due to be settled within 12 months after reporting date; or - There is no
unconditional right to defer the settlement of the liability for at least 12 months after reporting date.

The Group classifies all other liabilities as noncurrent.

Deferred tax assets and liabilities are classified as noncurrent assets and liabilities, respectively.

Fair Value Measurement The Group measures financial asset at FVPL at fair value and discloses the fair
value of financial instruments measured at amortized cost 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.

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.
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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 consolidated 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 consolidated 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.

Where the fair values of financial assets and financial liabilities recorded in the consolidated statement of
financial position cannot be derived from active markets, they are determined using internal valuation
techniques using generally accepted market valuation models. The inputs to these models are taken from
observable markets where possible, but where this is not feasible, estimates are used in establishing fair
values. These estimates may include considerations of liquidity and model inputs such as correlation and
volatility for longer dated derivatives.

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
effective interest rate (EIR) method over the term of the related debt.

Recognition and Measurement of Financial Instruments A financial instrument is any contract that gives
rise to a financial asset of one entity and a financial liability or equity instrument of another entity.
Financial assets Initial recognition and measurement Financial assets are classified, at initial recognition,
as subsequently measured at amortized cost, fair value through OCI and FVPL.

The classification of financial assets at initial recognition that are debt instruments depends on the
financial asset’s contractual cash flow characteristics and the Group’s business model for managing them.
With the exception of trade receivables that do not contain a significant financing component or for which
the Group has applied the practical expedient, the Group initially measures a financial asset at its fair
value plus, in the case of a financial asset not at FVPL, transaction costs.
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Trade receivables that do not contain a significant financing component or for which the Group has
applied the practical expedient for contracts that have a maturity of one year or less, are measured at the
transaction price determined under PFRS 15 (refer to the accounting policies in Revenue from contracts
with customers).
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In order for a financial asset to be classified and measured at amortized cost or fair value through OCl, it
needs to give rise to cash flows that are ‘solely payments of principal and interest (SPPI)’ on the principal
amount outstanding. This assessment is referred to as the SPPI test and is performed at an instrument
level.

The Group’s business model for managing financial assets refers to how it manages its financial assets in
order to generate cash flows. The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both.

Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the market place (regular way trades) are recognized on the trade date, i.e.,
the date that the Group commits to purchase or sell the asset.

As of March 31, 2020 and 2019, the Group’s financial assets compromise of financial assets at amortized
cost and financial asset at FVTPL.

Subsequent measurement For purposes of subsequent measurement, financial assets are classified in to
two (2) categories:

e Financial assets at amortized cost (debt instruments) ¢ Financial asset at FVPL

Financial assets at amortized cost (debt instruments) This category is the most relevant to the Group. The
Group measures financial assets at amortized cost if both of the following conditions are met:

- the asset is held within a business model with the objective to hold financial assets in order to collect
contractual cash flows; and, - the contractual terms of the financial asset give rise on specified dates to
cash flows that are SPPI on the principal amount outstanding.

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

The Group’s financial assets at amortized cost includes cash and cash equivalents, receivables and
environmental guarantee fund (included under other noncurrent assets).

Financial asset at FVPL Financial asset at FVPL include financial assets held for trading, financial assets
designated upon initial recognition at fair value through profit or loss, or financial assets mandatorily
required to be measured at fair value. Financial assets are classified as held for trading if they are
acquired for the purpose of selling or repurchasing in the near term. Derivatives, including separated
embedded derivatives, are also classified as held for trading unless they are designated as effective
hedging instruments. Financial assets with cash flows that are not SPPI are classified and measured at
FVPL, irrespective of the business model. Notwithstanding the criteria for debt instruments to be
classified

-12

at amortized cost or at fair value through OCI, as described above, debt instruments may be designated at
FVPL on initial recognition if doing so eliminates, or significantly reduces, an accounting mismatch.
Financial asset at FVPL is carried in the consolidated statement of financial position at fair value with net
changes in fair value recognized in profit or loss.

This category includes derivatives arising from Contract for Differences entered with a third party as

disclosed in Note 6 to consolidated financial statements and is included under ‘Other current and
noncurrent assets’ in the consolidated statement of financial position (see Notes 9 and 12).
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A derivative embedded in a hybrid contract, with a financial liability or nonfinancial host, is separated
from the host and accounted for as a separate derivative if: the economic characteristics and risks are not
closely related to the host; a separate instrument with the same terms as the embedded derivative would
meet the definition of a derivative; and the hybrid contract is not measured at fair value through profit or
loss. Embedded derivatives are measured at fair value with changes in fair value recognized in profit or
loss. Reassessment only occurs if there is either a change in the terms of the contract that significantly
modifies the cash flows that would otherwise be required or a reclassification of a financial asset out of
the FVPL category.

A derivative embedded within a hybrid contract containing a financial asset host is not accounted for
separately. The financial asset host together with the embedded derivative is required to be classified in
its entirety as a financial asset at FVPL.

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

- the rights to receive cash flows from the asset have expired, or, - 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 its continuing involvement. In that case, the Group also recognized 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.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the maximum amount of consideration that the
Group could be required to repay.
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Impairment of financial assets The Group recognizes an allowance for ECLs for all debt instruments not
held at FVPL. ECLs are based on the difference between the contractual cash flows due in accordance
with the contract and all the cash flows that the Group expects to receive, discounted at an
approximation of the original EIR. The expected cash flows will include cash flows from the sale of
collateral held or other credit enhancements that are integral to the contractual terms.

ECLs are recognized in two stages. For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs are provided for credit losses that result from default
events that are possible within the next 12 months (a 12-month ECL). For those credit exposures for
which there has been a significant increase in credit risk since initial recognition, a loss allowance is
required for credit losses expected over the remaining life of the exposure, irrespective of the timing of
the default (a lifetime ECL).

For trade receivables, the Group applies a simplified approach in calculating ECLs. Therefore, the Group
does not track changes in credit risk, but instead recognizes a loss allowance based on lifetime ECLs at
each reporting date. The Group has established a provision matrix that is based on its historical credit loss
experience, adjusted for forward-looking factors specific to the debtors and the economic environment.
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The Group considers a financial asset in default when contractual payments are 30 days past due.
However, in certain cases, the Group may also consider a financial asset to be in default when internal or
external information indicates that the Group is unlikely to receive the outstanding contractual amounts
in full before taking into account any credit enhancements held by the Group. A financial asset is written
off when there is no reasonable expectation of recovering the contractual cash flows.

Financial liabilities Initial recognition and measurement Financial liabilities are classified, at initial
recognition, as financial liabilities at FVPL, loans and borrowings, payables, or as derivatives designated as
hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

The Group’s financial liabilities are trade and other payables (except statutory payables), short-term loans
and long-term debt.

Subsequent measurement The measurement of financial liabilities depends on their classification, as
described below: Financial liabilities at FVPL Financial liabilities at FVPL include financial liabilities held for
trading and financial liabilities designated upon initial recognition as at FVPL.

Financial liabilities are classified as held for trading if they are incurred for the purpose of repurchasing in
the near term. This category also includes derivative financial instruments entered into by the Group that
are not designated as hedging instruments in hedge relationships as defined by PFRS 9. Separated
embedded derivatives are also classified as held for trading unless they are designated as effective
hedging instruments.
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Gains or losses on liabilities held for trading are recognized in the consolidated statement of
comprehensive income.

Financial liabilities designated upon initial recognition at fair value through profit or loss are designated at
the initial date of recognition, and only if the criteria in PFRS 9 are satisfied. The Group has not designated
any financial liability as at FVPL.

Loans and borrowings (Financial liabilities at amortized cost) This is the category most relevant to the
Group. After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortized cost using the EIR method. Gains and losses are recognized in profit or loss when the liabilities
are derecognized as well as through the EIR amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or
costs that are an integral part of the EIR. The EIR amortization is included as finance costs in consolidated
comprehensive income.

This category generally applies to trade and other payables, short-term loans and long-term debt.
Derecognition A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or expires. 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 the derecognition of the original liability and the recognition of a
new liability. The difference in the respective carrying amounts is recognized in the Group’s consolidated
statement of comprehensive income.
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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 offset the recognized amounts and there is an intention to settle on a net basis, to realize the assets
and settle the liabilities simultaneously.

‘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.
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Recognition and Measurement of Financial Instruments (Prior to January 1, 2018)

Financial asset at FVPL Financial asset at FVPL includes financial assets held for trading and financial assets
designated upon initial recognition at fair value through profit or loss. Financial assets are classified as
held for trading, if they are acquired for the purpose of selling or repurchasing in the near term.
Derivatives, including separated embedded derivatives, are also classified as held for trading unless they
are designated as effective hedging instruments as defined by PAS 39. The Group has not designated any
financial asset at FVPL. Financial asset at FVPL is carried in the consolidated statement of financial
position at fair value with net changes in fair value presented as ‘Gain on financial asset at FVPL’ under
‘Other income’ in the consolidated statement of comprehensive income.

Derivatives embedded in host contracts are accounted for as separate derivatives and recorded at fair
value if their economic characteristics and risks are not closely related to those of the host contracts and
the host contracts are not held for trading or designated at fair value through profit or loss. These
embedded derivatives are measured at fair value with changes in FVPL. Reassessment only occurs if there
is either a change in the terms of the contract that significantly modifies the cash flows that would
otherwise be required or a reclassification of a financial asset out of the FVPL category.

Financial asset at FVPL relates to derivative arising from contracts for differences entered with a third
party as disclosed in Note 6 to consolidated financial statements and is included under ‘Other current and
noncurrent assets’ in the consolidated statement of financial position.

Impairment of Financial Assets (Prior to January 1, 2018)

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.
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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 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.
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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.

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 ship loading cost, which is a period cost, all other production related costs are
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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.
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Exploration and Evaluation Asset Exploration and evaluation activity involves the search for mineral
resources, the 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, mining tools and
other equipment’ which is included under ‘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, mining tools and
other equipment’.

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 the
units-of-production method over the mine life. 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 of inventory or improved access to the coal body to 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 those inventories.
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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, mining tools and other equipment’
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 amortization and any impairment losses.

Mineable Ore Reserves Mineable ore reserves are estimates of the amount of coal that can be
economically and legally extracted from the Group’s mining properties. The Group estimates its mineable
ore reserves 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.
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The estimate on the mineable ore reserve are determined based on the information obtained from
activities such as drilling, core logging or geophysical logging, coal sampling, sample database encoding,
coal seam correlation and geological modelling. The Group will then estimate the recoverable reserves
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based upon factors such as estimates of commodity prices, future capital requirements, foreign currency
exchange rates, 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 amortization of mine properties included as part of ‘Mine properties, mining tools and other
equipment’ under ‘Property, plant and equipment’.

Property, Plant and Equipment Upon completion of exploration, evaluation and development of the mine,
the capitalized assets are transferred into property, plant and equipment. Items of property, plant and
equipment except land, equipment in transit and construction in progress 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, borrowing costs 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 consist 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 units-of-production basis over the economically mineable
reserves of the mine concerned. Mine properties are included as part of ‘Mine 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 or over the remaining life of the mine, whichever is shorter, as
follows:

Years Mining tools and other equipment 2 to 3 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 directly attributable costs.
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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 from 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.

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.

he 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 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 appropriate, and are treated
as changes in accounting estimates. The amortization expense on intangible assets with finite lives is
recognized in the consolidated statement of comprehensive income as the expense category that is
consistent with the function of the intangible assets.

Intangible assets with indefinite useful lives are not amortized, but are tested for impairment annually,
either individually or at the cash-generating unit level. The assessment of indefinite life is reviewed
annually to determine whether the indefinite life continues to be supportable.

If not, the change in useful life from indefinite to finite is made on a prospective basis.

Gains or losses arising from derecognition of an intangible asset 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.
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Research and development costs Research costs are expensed as incurred. Development expenditures on
an individual project are recognized as an intangible asset when the Group can demonstrate:

- The technical feasibility of completing the intangible asset so that the asset will be available for use or
sale - Its intention to complete and its ability to use or sell the asset - How the asset will generate future
economic benefits - The availability of resources to complete the asset - The ability to measure reliably the
expenditure during development - The ability to use the intangible asset generated

Following initial recognition of the development expenditure as an asset, the asset is carried at cost less
any accumulated amortization and accumulated impairment losses. Amortization of the asset begins
when development is complete and the asset is available for use. It is amortized over the period of
expected future benefit. Amortization is recorded in cost of sales of the consolidated statement of
comprehensive income. During the period of development, the asset is tested for impairment annually.
Input Value-Added Taxes (VAT) Input tax represents VAT imposed on the Group by its suppliers and
contractors for the acquisition of goods and services required under Philippine taxation laws and
regulations. Input VAT is applied against output VAT. The balance, net of the related allowance, is
recoverable in future periods. The input tax can also be recovered as tax credit under certain
circumstances against future income tax liability of the Group upon approval of the BIR and/or Bureau of
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Customs. Input tax is stated at its estimated net realizable values. A valuation allowance is provided for
any portion of the input tax that cannot be claimed against output tax or recovered as tax credit against
future income tax liability. Input tax is recorded under current and noncurrent assets in the consolidated
statement of financial position.

For its VAT-registered activities, when VAT from sales of goods and/or services (output VAT) exceeds VAT
passed on from purchases of goods or services (input VAT), the excess is recognized as payable in the
consolidated statement of financial position. When VAT passed on from purchases of goods or services
(input VAT) exceeds VAT from sales of goods and/or services (output VAT), the excess is recognized as an
asset in the consolidated statement of financial position up to the extent of the recoverable amount.

For its non-VAT registered activities, the amount of VAT passed on from its purchases of goods or service
is recognized as part of the cost of goods/asset acquired or as part of the expense item, as applicable.
Investment in Joint Venture A joint venture is a type of joint arrangement whereby the parties that have
joint control of the arrangement have rights to the net assets of the joint venture. Joint control is the
contractually agreed sharing of control of an arrangement, which exists only when decisions about the
relevant activities require unanimous consent of the parties sharing control.

The considerations made in determining joint control are similar to those necessary to determine control
over subsidiaries. The Group’s investment in joint venture is accounted for using the equity method.
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Under the equity method, the investment in joint venture is initially recognized at cost. The carrying
amount of the investment is adjusted to recognize changes in the Group’s share of net assets of joint
venture since the acquisition date. Goodwill relating to the joint venture is included in the carrying
amount of the investment and is neither amortized and is not tested for impairment individually.

Other Assets Other assets pertain to all other resources controlled by the Group as a result of past events
and from which future economic benefits are probable to flow to the Group.

Impairment of Nonfinancial Assets The Group assesses at each reporting date whether there is an
indication that its nonfinancial assets (investment in joint venture, right-of-use assets, other current and
noncurrent assets (except for financial asset at FVPL), and property, plant and equipment) 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.

Investment in joint venture The Group determines at each reporting date whether there is any objective
evidence that the investment in joint venture is impaired. If this is the case, the Group calculates the
amount of impairment as being the difference between the recoverable amount (i. e. higher between fair
value less cost to sell and value in use) and the carrying value of the investee company and recognizes the
difference in the consolidated statement of comprehensive income.

Property, plant and equipment, right-of-use assets and other current and noncurrent assets 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.
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Impairment losses are recognized in the consolidated statement of comprehensive income in those
expense categories consistent 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, right-of-use assets and other current and noncurrent assets, reversal
is recognized in the consolidated statement of comprehensive income, unless the asset is carried at
revalued amount, in which case, the reversal is treated as a revaluation increase. 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.

-23

Revenue and Income Recognition Revenue from Contracts with Customers The Group primarily derives its
revenue from the sale of coal and power. Revenue from contracts with customers is recognized when
control of the goods or services is transferred to the customer at an amount that reflects the
consideration to which the Group expects to be entitled in exchange for those goods or services. The
Group has generally concluded that it is acting as principal in all of its significant revenue arrangements
since it is the primary obligor in these revenue arrangements.

The disclosures of significant accounting judgements, estimates and assumptions relating to revenue from
contracts with customers are provided in Note 3.

Sale of coal Revenue is recognized when control passes to the customer, which occurs at a point in time
when the coal is physically transferred onto a vessel or other delivery mechanism. The revenue is
measured at the amount to which the Group expects to be entitled, being the price expected to be
received upon final billing, and a corresponding trade receivable is recognized.

Revenue from local and export coal sales are denominated in Philippine Peso and US Dollar (USS),
respectively.

Contract energy sales Revenue from contract energy sales are derived from providing and selling
electricity to customers of the generated and purchased electricity. The Group recognizes revenue from
contract energy sales over time, using an output method measured principally on actual energy delivered
each month.

Spot electricity sales Revenue from spot electricity sales are derived from the sale to the spot market of
excess generated electricity over the contracted energy using price determined by the spot market, also
known as Wholesale Electricity Spot Market (WESM), the market where electricity is traded, as mandated
by Republic Act (RA) No. 9136 of the Department of Energy (DOE). Revenue from spot electricity sales is
recognized over time using an output method measured principally on actual excess generation delivered
to WESM.

Under PFRS 15, the Group has concluded that revenue should be recognized over time since the customer

simultaneously receives and consumes the benefits as the seller supplies power. In this case, any fixed
capacity payments for the entire contract period is determined at contract inception and is recognized
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over time. The Group has concluded that revenue should be recognized over time and will continue to
recognize revenue based on amounts billed.

