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COAL ASIA HOLDINGS INCORPORATED AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

AS OF MARCH 31, 2018
(With Comparative Figures as of December 31, 2017)

Unaudited Audited
Note March 31, 2018 December 31, 2017
ASSETS
Current Assets
Cash and cash equivalents 5 £30,454,697 30,954,930
Advances to related parties 16 1,610,724 1,555,438
Funds held in escrow 6 642,428 5,628,653
Other current assets 7 1,154,930 4,749,308
Total Current Assets 33,862,779 42,888,329
Noncurrent Assets
Coal reserves 4 3,131,596,101 3,131,596,101
Exploration and evaluation asset 8 547,870,374 534,956,340
Property and equipment g 211,862,670 222,560,983
Net deferred tax assets 19 12,541,560 12,541,560
Other noncurrent asset 7 2,719,464 2,719,464
Total Noncurrent Assets 3,906,590,169 3,904,374,448
P3,940,452,948 ©3,947 262,777
LIABILITIES AND EQUITY
Current Liabilities
Trade and other payables 11 $8,828,681 9,713,412
Current portion of loan payable 12 2,846,813 5,629,445
Advances from related parties 16 30,025,377 30,025,377
Income tax payable 17,687 17,687
Total Current Liabilities 41,718,558 45,385,921
Noncurrent Liabilities
Retirement benefits liability 15 4,219,642 4,219,642
Total Noncurrent Liabilities 4,219,642 4,219,642
Total Liabilities 45,938,200 49,605,563
Equity
Capital stock 4,000,000,004 4,000,000,004
Deficit (105,650,572) (102,508,106)
Other equity reserve 15 165,316 165,316
Total Equity 3,894,514,748 3,897,657,214
P3,940,452,948 ©3,947,262,777

See accompanying Notes to Consolidated Financial Statements.



COAL ASIA HOLDINGS INCORPORATED AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

FOR THE THREE MONTHS ENDED MARCH 31, 2018

(With Comparative Figures for the Three Months Ended March 31, 2017)

Unaudited March 31

Note 2018 2017
GENERAL AND ADMINISTRATIVE EXPENSES 13 (P3,090,221) (#3,290,388)
INTEREST INCOME 5 14,220 92,197
INTEREST EXPENSE 12 (66,465) (344,617)
OTHER INCOME 21 - 495,126
LOSS BEFORE INCOME TAX (3,142,466) (3,047,682)
PROVISION FOR (BENEFIT FROM) INCOME TAX 19
Current - -
Deferred - -
NET LOSS (3,142,466) (3,047,682)
OTHER COMPREHENSIVE INCOME (LOSS)
Not to be reclassified to profit or loss in
subsequent periods
Remeasurement gain (loss) on retirement
benefits liability - net of deferred tax 15 - —
TOTAL COMPREHENSIVE LOSS (P3,142,466) (P3,047,682)
BASIC/DILUTED LOSS PER SHARE 20 (P0.00) (P0.00)

See accompanying Notes to Consolidated Financial Statements



COAL ASIA HOLDINGS INCORPORATED AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

FOR THE THREE MONTHS ENDED MARCH 31, 2018
(With Comparative Figures for the Year Ended December 31, 2017)

Unaudited Audited
December 31,
Note March 31, 2018 2017
GENERAL AND ADMINISTRATIVE EXPENSES 13 (P3,090,221) (9,907,962)
INTEREST INCOME b 14,220 295,135
INTEREST EXPENSE 12 (66,465) (999,139)
OTHER INCOME 21 - 884,366
LOSS BEFORE INCOME TAX (3,142,466) (9,727,600)
PROVISION FOR (BENEFIT FROM) INCOME TAX 19
Current - 17,687
Deferred - (1,768,672)
- (1,750,985)
NET LOSS (3,142,466) (7,976,615)
OTHER COMPREHENSIVE INCOME (LOSS)
Not to be reclassified to profit or loss in
subsequent periods
Remeasurement gain (loss) on retirement
benefits liability - net of deferred tax 15 s -
TOTAL COMPREHENSIVE LOSS (P3,142,466) (P7,976,615)
BASIC/DILUTED LOSS PER SHARE 20 (P0.00) (P0.00)

See accompanying Notes to Consolidated Financial Statements.



COAL ASIA HOLDINGS INCORPORATED AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FOR THE THREE MONTHS ENDED MARCH 31, 2018
(With Comparative Figures for the Three Months Ended March 31, 2017)

Unaudited March 31

2018 2017
CAPITAL STOCK - 1 par value
Authorized — 5,000,000,000 shares
Issued and outstanding — 4,000,000,004 shares £4,000,000,004 #4,000,000,004

DEFICIT

Balances at beginning of year (102,508,106) (94,531,491)

Net loss (3,142,466) (3,047,682)

Balances at end of year (105,650,572) (97,579,173)

OTHER COMPREHENSIVE INCOME (LOSS)

Balances at beginning of year 165,316 165,316

Remeasurement gain (loss) on retirement benefit _ _

liability

Balances at end of year 165,316 165,316

P3,894,514,748 £3,902,586,147

See accompanying Notes to Consolidated Financial Statements.



COAL ASIA HOLDINGS INCORPORATED AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FOR THE THREE MONTHS ENDED MARCH 31, 2018
(With Comparative Figures for the Year Ended December 31, 2017)

Unaudited Audited
December 31,
March 31, 2018 2017

CAPITAL STOCK — 1 par value
Authorized — 5,000,000,000 shares

Issued and outstanding — 4,000,000,004 shares £4,000,000,004 #4,000,000,004
DEFICIT
Balances at beginning of year (102,508,106) (94,531,491)
Net loss (3,142,466) (7,976,615)
Balances at end of year (105,650,572) (102,508,106)
OTHER COMPREHENSIVE INCOME (LOSS)
Balances at beginning of year 165,316 165,316
Remeasurement gain (loss) on retirement benefit _ _
liability
Balances at end of year 165,316 165,316
P3,894,514,748 £3,897,657,214

See accompanying Notes to Consolidated Financial Statements



COAL ASIA HOLDINGS INCORPORATED AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE THREE MONTHS ENDED MARCH 31, 2018

(With Comparative Figures for the Three Months Ended March 31, 2017

Unaudited March 31

Note 2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before income tax (P3,142,466) (P3,047,682)
Adjustments for:
Interest expense 12 66,465 344 617
Interest income 5 (14,220) (92,197)
Depreciation and amortization 9 32,520 60,947
Retirement benefits cost (income) 15 o -
Provision for unrecoverable input VAT 7 42,000 48,960
Operating loss before change in working capital (3,015,701) (2,685,355)
Decrease (increase) in:
Funds held in escrow 4,986,225 6,310,583
Other current assets 3,552,378 (1,519,250)
Restricted cash - -
Increase (decrease) in trade and other payables (884,731) (823,434)
Net cash generated from (used for) operations 4,638,171 1,282,544
Interest paid (66,465) (344,617)
Income tax paid - -
Interest received 14,220 92,197
Net cash provided by (used in) operating
activities 4,585,926 1,030,124
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to exploration and evaluation asset (2,248,241) (2,040,180)
Collections (advances) to related parties {55,286) 933,073
Net cash used in investing activities (2,303,527) (1,107,107)
CASH FLOWS FROM FINANCING ACTIVITIES
Payment of loan 12 (2,782,632) (2,547,125)
Net cash provided by (used in) financing
activities (2,782,632) (2,547,125)
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS (500,233) (2,624,108)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 30,954,930 6,906,425
CASH AND CASH EQUIVALENTS AT END OF YEAR P30,454,697 P4,282,317
NONCASH FINANCIAL INFORMATION
Additions to exploration and evaluation asset 8 £10,665,793 £10,890,916

See accompanying Notes to Consolidated Financial Statements



COAL ASIA HOLDINGS INCORPORATED AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1.

Corporate Information

General Information

Coal Asia Holdings Incorporated (the Parent Company or CAHI) was incorporated in the Philippines
and registered with the Securities and Exchange Commission (SEC) on June 11, 2012. The Parent
Company was organized primarily as a holding company of Titan Mining and Energy Corporation
(the Subsidiary or TMEC) in which it owns 100%. The Parent Company and TMEC are collectively
referred to as “the Group”.

TMEC was incorporated and registered withthe SEC on November 11, 2008. TMEC is engaged inthe
operations of coal mining and energy related business.

On October 23, 2012, the Parent Company became a publicly listed company. As at December
31,2017 and 2016, 4,000,000,004 common shares of the Parent Company at B1 par value are listedin
the Philippine Stock Exchange (PSE). Of those shares, 19.99% are publicly-owned as at December
31,2017 and 2016.

The registered office address of the Parent Company is 3rd Floor, JTKC Center, 2155 Chino Roces
Ave., Makati City.

Status of Operations

As at March 31, 2018, the Group has two Coal Operating Contracts (COC) located in Davao Oriental
(COC No. 159) and Zamboanga Sibugay (COC No. 166). The Group has appliedfora change in status
of the COCs from exploration and evaluation stage to development and production stage.

COCNo. 159. OnMay 19, 2017, the National Commission on Indigenous People (NCIP) reiterated its
recommendation to undergo the free, prior and informed consent process before the issuance of
Certificate of Non-overlap (CNO) on certain areas covered by the COC which are within an ancestral
domain. The CNO is the final requirement for the conversion of COC No. 159. The Group maintained
its position that the areas were covered by titled properties and were lawfully acquired by the
Group.

OnApril4,2017,the Group discussed with the Department of Energy (DOE) the delineation of the
development and production area covered by certificates of land title and requested for the
conversion of these areas to development and production phase. Tofacilitate the evaluation, the
DOE requested certain documents including the Revised Feasibility Study, Mine Development Plan
and Copies of Land Titles. The Group submitted all the requirements to the DOE on October 19,
2017.Asatreportdate, the conversion ofthetitle properties to developmentand production phase
is pending approval of the DOE.

COCNo. 166.1n2017,the Group has submitted allthe requirementsforthe conversiontothe DOE.
As at report date, the conversion is still subject to the approval of the DOE.



- 2-

The significant delays in the conversion ofthe COCs to development and production phase have
significantly reduced the Group’s operating funds. Remaining balance of funds held in escrow,
representing unutilized portion of proceeds from the Parent Company’s IPO amounted to R.6
million and B5.6 million as at March 31, 2018 and December 31, 2017, respectively. These
conditions indicate amaterial uncertainty that may casta significantdoubtonthe Group’s ability to
commence commercial operations and continue as a going concern.

The Group’s management, however, are confident that the conversion to development and
production stage of areas covered by the COCs will be approved by the DOE.

Moreover, stockholders have committed to provide continuous financial support to meet not only
the Group’s pre-operating activities butalsothe start-up ofthe development and production phase
when these COCs are approved.

Summary of Significant Accounting and Reporting Policies

Basis of Preparation
The consolidated financial statements have been prepared in compliance with Philippine Financial

Reporting Standards (PFRS) issued by the Philippine Financial Reporting Standards Council and
adopted by the SEC. This financial reporting framework includes PFRS, Philippine Accounting
Standards (PAS) and Philippine Interpretations from International Financial Reporting
Interpretations Committee (IFRIC).

Measurement Bases
The consolidated financial statements are presented in Philippine Peso, which is the Group’s
functional and presentation currency. All values represent absolute amounts, unless otherwise

indicated.

The consolidated financial statements have been prepared on a historical cost basis. Historical cost
is generally based on the fair value of the consideration given in exchange foran asset and the fair
value of the consideration received in exchange for incurring a liability. Fair value is the price that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the transaction date.

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

e |n principal market for the asset or liability; or
e Intheabsenceofaprincipalmarket,inthemostadvantageousmarketfortheassetorliability

The principal on the most advantageous market must be accessible to the Group.
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Thefair 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 best
interest.

Afairvalue measurement of nonfinancial assettakes into account amarket participant’s ability to
generate economic benefits by usingthe assetinits highest and best use orby selling ittoanother
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.

Allassets 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:

e Level1-Quoted (unadjusted) market prices in active markets foridentical assets or liabilities.

¢ Level2-Valuationtechniquesforwhichthe lowestlevelinputthatis significanttothe fair value
measurement is directly or indirectly observable.

» Level3-Valuationtechniquesforwhichthe lowestlevelinputthatis significantto 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 re-
assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities
on the basis of the nature, characteristics and risks of the asset or liability and the level of the fair
value hierarchy as explained above.

Furtherinformation aboutthe assumptions made in measuring fair value is included in Note 18to
the consolidated financialstatements.

Adoption of Newand Amended PFRS

The accounting policies adopted are consistent with those of the previous financial year, except for
the adoption of the following new and amended PFRS which the Group adopted effective for annual
periods beginning on or after January 1, 2017:

e Amendmentsto PAS7, Statement of Cash Flows - Disclosure Initiative — The amendments
requireentities to provideinformationthat enable the users offinancial statementsto evaluate
changes in liabilities arising from their financing activities.

¢ Amendmentsto PAS 12, Income Taxes - Recognition of Deferred Tax Assets for Unrealized
Losses—The amendments clarify the accounting for deferred tax assets related to unrealized
losses ondebtinstruments measured at fair value, to address diversity in practice.
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Amendmentto PFRS 12, Disclosures of Interests in Other Entities - Clarification of the Scope of
the Standard — The amendment is part of the Annual Improvements to PFRS 2014-2016 Cycle
and clarifies that the disclosure requirements in PFRS 12, other than those relating to
summarizedfinancialinformation, apply to anentity’sinterestinasubsidiary, ajointventure or
an associate (or a portion of its interest in a joint venture or an associate) that is classified
(orincluded in a disposal group that is classified) as held for sale.

The adoption of the foregoing new and amended PFRS did not have any material effect on the
consolidated financial statements. Additional disclosures have been included in the notes to
consolidated financial statements, as applicable.

New and Amended PFRS in Issue But Not Yet Effective

Relevant new and amended PFRS which are not yet effective for the year ended December 31, 2017
and have not been applied in preparing the consolidated financial statements are summarized
below.

Effective for annual periods beginning on or after January 1, 2018:

PFRS 9, Financial Instruments— This standard will replace PAS 39 (and all the previous versions
of PFRS 9). It contains requirements for the classification and measurement of financial assets
and financial liabilities, impairment, hedge accounting and derecognition.

PFRS 9requires allrecognized financial assets to be subsequently measured atamortized cost or
fair value (through profit or loss or through other comprehensive income), depending on their
classification by reference to the business model within which they are held and their
contractual cash flowcharacteristics.

For financial liabilities, the most significant effect of PFRS 9 relates to cases where the fair value
option is taken: the amount of change in fair value of a financial liability designated as at fair
value through profit or loss that is attributable to changes in the credit risk of that liability is
recognized in other comprehensive income (OCI) (rather than in profit or loss), unless this
creates an accountingmismatch.

For the impairment of financial assets, PFRS 9 introduces an “expected credit loss” model based
on the concept of providing for expected losses at inception of a contract; it will no longer be
necessaryfortheretobe objective evidence ofimpairmentbefore acreditlossis recognized.

For hedge accounting, PFRS 9 introduces a substantial overhaul allowing financial statements to
betterreflecthow risk managementactivities are undertaken when hedgingfinancialand non-
financial risk exposures.

The derecognition provisions are carried over almost unchanged from PAS 39.

PFRS 15, Revenue from Contract with Customers — The new standard replaces PAS 11,
Construction Contracts, PAS 18, Revenue and related interpretations. It establishes a single
comprehensive framework for revenue recognition to apply consistently across transactions,
industriesand capitalmarkets, with acore principle (basedonafive-stepmodelto be appliedto
all contracts with customers), enhanced disclosures, and new orimproved guidance (e.g.the
pointat which revenueis recognized, accounting for variable considerations, costs of fulfilling
and obtaining a contract, etc.).
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o Amendmentto PFRS 15, Revenue from Contract with Customers - Clarificationto PFRS 15~The
amendments provide clarifications on the following topics: (a) identifying performance
obligations; (b) principal versus agent considerations; and (c) licensing. The amendments also
provide some transition relief for modified contracts and completed contracts.

Effective for annual periods beginning on or after January 1, 2019:

e PFRS 16, Leases - Significant change introduced by the new standard is that aimost all leases will
be brought onto lessees’ balance sheets under a single model (except leases of less than
12months and leases of low-value assets), eliminating the distinction between operating and
finance leases. Lessoraccounting, however, remains largely unchanged and the distinction
between operating and finance lease is retained.

o Philippine Interpretation IFRIC 23, Uncertainty Over Income Tax Treatments —The interpretation
provides requirements in addition to those setin PAS 12, Income Taxes by specifying how to
determinetheaccountingtaxpositionwhenthereis uncertaintyovertaxtreatments. ltrequires
an entity to (a) determine whether uncertain tax positions are assessed separately or as a group,
and (b) assess whetheritis probable that atax authority will accept an uncertaintax treatment
used, or proposed to be used, by an entity in its income taxfilings. Ifthe entity concludesthatit
is probablethata particulartaxtreatmentis accepted, the entity hasto determine taxable profit
(tax loss), tax bases, unused tax losses, unused tax credits or tax rates consistently with the tax
treatment included in its income tax filings. Otherwise, the entity has to use the most likely
amount or the expected value of the tax treatment when determining taxable profit (tax loss),
tax bases, unused tax losses, unused tax credits and tax rates. The decision should be based on
which method provides better predictions of the resolution of the uncertainty.

Under prevailing circumstances, the adoption of the foregoing new and amended PFRS is not
expected to have any material effect on the consolidated financial statements of the Group.
Additionaldisclosures will beincludedin the consolidated financial statements, as applicable.

Basis of Consolidation
The consolidated financial statements include the accounts of wholly-owned subsidiary and the

Parent Company.

Subsidiary. Subsidiary is an entity controlled by the Parent Company. The consolidated financial
statements include the accounts of the Parent Company and its subsidiary, TMEC. The Parent
Company has controlwhenitis exposed, or hasright, to variable returns fromits involvementwith
theinvestee and it has the ability to affect those returns through its powers overthe investee.

A subsidiary is consolidated from the date of acquisition orincorporation, being the date on which
the Parent Company obtains control, and continues to be consolidated until the date such control
ceases. 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 Parent Company gains
control until the date the Parent Company ceases to control the subsidiary.

Transactions Eliminated on Consolidation. All intra-group balances, transactions, income and
expenses and unrealized gains and losses are eliminated in full.

Accounting Policies of a Subsidiary. The financial statements of the subsidiary are prepared for the
same reporting year using uniform accounting policies as that of the Parent Company.



Financial Assets and Financial Liabilities
Financial assets and financial liabilities are accounted for as follows:

a. Recognition

Financial assets and liabilities are recognized in the consolidated statements of financial position
when the Group becomes a party to the contractual provision of a financial instrument.
Financial instruments are initially recognized at fair value. Transaction costs directly attributable
to its acquisition or issuance are included as part of its fair value except forthose classified at
fair value through profit or loss (FVPL). The Group uses trade date accounting to account for
financial instruments.

“Day 1” Difference. The best evidence of fair value of a financial instrument at initial recognition
isitstransaction price, unlessthefairvalue can be evidenced by comparisonwith othercurrent
market transactions in the same instrument or is based on a valuation technique whose
variables include only data from observable markets. The Group recognizes the difference
between the transaction price and the fair value (a “Day 1" difference) in profit or loss unlessit
qualifies for recognition as some other type of asset. In cases where the valuation uses
unobservable data, the difference between the transaction price and the fair value is only
recognized in profit or loss 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.

b. Classification

The Group classifies its financial assets as of initial recognition into the following categories:
(a) financial assets at FVPL, (b) held-to-maturity (HTM) investments, (c) loans and receivables
and (d) available-for-sale (AFS) financial assets. Financial liabilities, on the other hand, are
classified as either financial liabilities at FVPL or other financial liabilities at amortized cost. The
classification depends on the purpose for which the financial instruments were acquired or
incurred and whether or not the instruments are quoted in an active market.

As atDecember 31,2017 and 2016, the Group does not have financial assets and liabilities at
FVPL, AFS financial assets and HTM investments.

Loans and Receivables. Loans and receivables are non-derivative financial assets with fixed or
determinable payments andfixed maturitiesthatare notquotedin anactive market, otherthan
those held for trading or classified as AFS. Afterinitial recognition, loans and receivables are
subsequently measured at amortized cost using the effective interest method, less allowance
for impairment, if any. Amortized cost is calculated by taking into account any discount or
premium on acquisition and fees that are an integral part of the effective interest rate. The
amortization is included in profit or loss.

The Group has classified its cash and cash equivalents, advances to related parties, time deposit
includedinfunds held in escrow, receivable from an officer, receivables fromincidental sale of
coal and other receivables presented under “Other current assets” account and restricted cash
presented as “Other noncurrent asset” account under this category.
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Other Financial Liabilities at Amortized Cost. Financial liabilities which are not held for trading
or are not designated at FVPL are classified as financial liabilities carried at amortized cost where
the substance of the contractual arrangement results in the Group having an obligation either to
delivercashoranotherfinancial assettothe holder, orto settle the obligation otherthan by the
exchange of a fixed amount of cash or another financial asset for a fixed number of its own
equity instruments.

Other financial liabilities are initially recognized at fair value less any directly attributable
transactioncosts. Afterinitial recognition, otherfinancialliabilities are measured atamortized
cost using the effective interest method. Amortized cost is calculated by taking into account
anydiscountor premiumontheissue andfeesthat are anintegral part of the effective interest
rate. Gains and losses are recognized in profit or loss when the liabilities are derecognized or
impaired, or through the amortization process.

The Group has classified its trade and other payables (excluding statutory payables), advances
from related parties and loan payable under this category.

Impairment of FinancialAssets

The Group assesses at each reporting date whether there is objective evidence that a financial
asset or group of financial assets is impaired.

Afinancialassetoragroupoffinancialassetsis deemedtobeimpairedif, and only if thereisan
objective evidence ofimpairmentas aresult ofone ormore eventsthathave occurred afterthe
initial recognition of the asset (a“loss event”) and that loss event (orevents) has animpacton
the estimatedfuture cashflows ofthe financialassetorthe group offinancialassetsthatcan 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 otherfinancial
reorganization and where observable data indicate that there is measurable decrease in the
estimated future cashflows, suchas changesin arrears oreconomic conditions that correlate
with defaults.

Financial Assets Carried at Amortized Cost. Forfinancial assets carried atamortized cost, suchas
loans and receivables, the Group first assesses whether objective evidence of impairment exists
individually for financial assets that are individually significant, and individually 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 assets, whether significantor
not, it includes the financial assets in a portfolio with similar credit risk characteristics and
collectively assesses them for impairment. Financial assets that are individually assessed for
impairmentandforwhichanimpairmentlossis, orcontinuestobe, recognizedare notincluded
in the 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 to
type of borrower, collateral type, credit and payment status and term.



i B

Ifthere is objective evidencethatanimpairmentloss has beenincurred, the amountoftheloss
is measured as the excess of financial asset’s carrying amount over its net realizable value,
normally based on the present value of the estimated future cash flows from the financial
asset. The present value of the estimated future cash flows is discounted at the financial asset’s
original effective interest rate. Time value is generally not considered when the effect of
discountingis not material. If afinancial assethas avariable interestrate, the discount rate for
measuring any impairment loss is the current effective interest rate, adjusted for the original
credit risk premium. Anyimpairmentloss determined is recognized in profit or loss.

The carrying amount of an impaired financial asset is reduced to its net realizable value through
the use ofan allowance account. Foranimpairedfinancial asset, interestincome continuesto
be recognized using the rate of interest used to discount the future cash flows for the purpose
of measuring the impairment loss.

If in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to 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 profit or loss, to the extent that the carrying amount of the financial asset does
not exceed its amortized cost at the reversal date.

Derecognition

A financial asset (or where applicable, a part of a financial asset or part of a group of similar
financial assets) is derecognized by the Group when:

e theright to the cash flows from the financial asset expired; or

e the Group retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a “pass-through”
arrangement; or

e the Group has transferred its right to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the assets, or (b) has neither
transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control over the asset.

Where the Group has transferred its right to receive cash flows from an asset or has entered
into a pass-through arrangementand has neithertransferred norretained substantially allthe
risks and rewards ofthe asset nortransferred controloverthe asset, the assetisrecognizedto
the extent of the Group’s continuing involvement in the asset. Continuing involvement that
takes the form of a guarantee over the transferred asset, if any, is measured at the lower of
originalcarryingamountoftheassetandthe maximumamountofconsiderationthatthe Group
could be required to pay.

A financial liability is derecognized when the obligation specified under the contract is
discharged or cancelled or has expired. Where an existing financial liability is replaced by
another from the same lender on substantially different terms, or the terms of an existing
financial liability are substantially modified, such an exchange or modification shall be
accounted for as an extinguishment of the original financial liability and the recognition of the
new financial liability, and the difference in the respective carrying amount is recognized in
profit orloss.



e. Offsetting

Financial assets and financial liabilities are offset and the net amount reported in the
consolidated statements of financial position if, and only if, there is a currently enforceable legal
right to offset the recognized amounts and there is intention to settle on a net basis, or to
realize the asset and settle the liability simultaneously. This is not generally the case with
master netting agreements such that the assets and liabilities are presented gross in the
consolidated statements of financial position.

Other Current Assets
Other current assets include input value-added tax (VAT), advances to officers and employees and

prepayments.

Input VAT. Input VAT represents tax imposed on the Group by its suppliers for the acquisition of
goods and services required under Philippine taxation laws and regulations. Input VAT is recognized
as an asset and will be used to offset the Group’s current VAT liability. Input VAT is stated at net
realizable value (NRV).

Prepayments. Prepayments are expenses paid in advance and recorded as assets before these are
utilized. Prepayments are apportioned over the period covered by the payment and charged to
profit or loss when incurred. Prepayments that are expected to be realized for not more than
12monthsafterthefinancial reporting period are classified as currentassets. Otherwisethese are
classified as noncurrentassets.

Advances to Officers and Employees. Advances to officers and employees pertain to expenses paid
by the Group on behalf of its officers and employees. These are initially recorded at transaction
price and subsequently measured at the undiscounted amount of cash or other considerations
expected to bereceived.

Coal Reserves

Coal reserves are proven and probable coal reserves, which are defined as the estimated quantities
of coalwhich geological datademonstrate with a specified degree of certainty to be recoverablein
future years from known reservoirs and which are considered commercially producible.

Coalreserves are carried at historical cost lessimpairment losses, if any. Coal reserves are amortized
upon the commencement of production on a unit of production basis, which is the ratio of coal
productioninthe period tothe estimated quantities of commercial reserves atthe end ofthe period
plusthe productioninthe period. Costs usedinthe unit of production calculation comprise the net
book value of capitalized costs plus the estimated future development costs. Changes inthe
estimates of coal reserves or future development costs are accounted for prospectively.

Exploration and Evaluation Asset

Pre-license costs. Pre-license costs relate to costs incurred before the Group has obtained the legal
rightsto explorein aspecificarea. Such costs mayinclude the acquisition of exploration dataand
the associated costs of analyzing that data. These costs are expensed inthe period in which they are

incurred.

Exploration and Evaluation Assets. Exploration and evaluation asset is carried at cost less
accumulated impairment losses, if any.
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Exploration and evaluation activity involves the search for mineral resources, the determination of
technical feasibility and the assessment of commercial viability of the coal resource.

Exploration and evaluation activity includes:

e Gathering exploration data through geological studies:
¢ Exploratory drilling and sampling; and
» Evaluating the technical feasibility and commercial viability of extracting the coal resource.

Exploration and evaluation expenditures are recognized as asset when future economic benefit is
morelikely than notto berealized. These costsinclude materials and fuels used, surveying costs,
drilling costs and payments made to contractors. The Group capitalizes any further evaluation costs
incurred to exploration and evaluation asset up to the point when a commercial reserve is
established. Capitalized exploration and evaluation expenditure is considered as tangible assets.

Exploration and evaluation asset is transferred to development cost under “Property and
equipment” account in the consolidated statement of financial position when the technical
feasibility and commercial viability of extracting the coal reserve are demonstrable. Exploration and
evaluation assets are assessed for impairment before these are reclassified. Any impairment loss is
recognized in profit or loss.

No amortization was charged during the exploration and evaluation phase.

Property and Equipment
Property and equipment, exceptland, are carried at cost less accumulated depreciation and any
impairment losses. Land is carried at cost less any impairment in value.

The initial cost of property and equipment consists of its purchase price, including import duties,
and other costs directly attributable to bring the asset to its working condition and location for its
intended use. Costalsoincludesthe costofreplacing parts suchas property and equipmentwhen
theassetrecognition criteriaare metandthe presentvalue ofthe estimated costofdismantlingand
removing the asset and restoring the site where the asset is located.

Expenditures incurred after the property and equipment have been put into operation, such as
repairs, maintenance and overhaul costs, are normally charged to current operations. 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 and
equipment beyond its originally assessed standard of performance, the expenditures are capitalized
as additional costs of property and equipment. The cost of replacing a component of an item of
property and equipment is recognized if itis probable that the future economic benefits embodied
within the component will flow to the Group, and its cost can be measured reliably. The carrying
amount of the replaced component is derecognized.
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Depreciationis calculated on the straight-line basis overthe estimated useful lives of the property
and equipment as shown below:

NumberofYears
Drilling equipment 10
Land improvements 10
Laboratory and camp buildings 10
Survey equipment and machineries 3
Laboratory and testing equipment 5
Transportation equipment 5
Office furniture and equipment 3

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

When assets are retired or otherwise disposed of, the cost and the related accumulated
depreciation and any impairment in value are removed from the accounts. Any resulting gain or loss
is recognized to profit or loss.

Fully depreciated assets areretained inthe accounts untilthese are nolongerinuse andnofurther
change for depreciation is made in respect of these assets.

Constructionin progress represents properties under construction and is stated at cost, including
cost of construction and other direct costs. Borrowing costs that are directly attributable to the
construction of property and equipment are capitalized during the construction period.
Constructionin progressis notdepreciated until suchtime thatthe relevant assets are completed
and ready for operational use.

Intangible Asset
Intangible asset is stated at cost, which includes purchase price and other direct costs, less

accumulated amortization and any impairment in value. Intangible assets with finite lives are
amortized over their useful lives on a straight-line basis and assessed forimpairment whenever
there is an indication that the intangible asset may be impaired. The computer software is
amortized on a straight-line basis over three years.

Theamortization period and the amortization method for anintangible asset with afinite usefullife
are reviewed at least annually. Changes in the expected useful life or the expected patternof
consumption of future economic benefits embodied in the intangible asset with finite useful lives
are recognized as part of current and future operations.
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Impairment of Nonfinancial Assets

The nonfinancial assets are reviewed for impairment whenever events or changes in circumstances
indicate thatthe carrying amount of an asset may not be recoverable. If any suchindication exists
and where the carrying amount exceeds its estimated recoverable amounts, the asset or cash-
generating unitis written down to its recoverable amount. The estimated recoverable amount of
the asset is the higher of an asset’s fair value less cost of disposal or value in use. In assessing value
in use, the estimated future cash flows are discounted to 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. For an asset that does not generate largely independent cash inflows, the recoverable
amountis determined forthe cash-generating unitto which the assetbelongs. Impairmentlosses
arerecognized in the consolidated statement of comprehensive income.

Anassessmentis made ateachreporting date astowhetherthereis anyindicationthat previously
recognized impairment losses may no longer exist or may have decreased. If such indication exists,
therecoverable amountis estimated. A previously recognized impairmentloss is reversed only if
there has beenachangeinthe estimates usedto determinethe asset's recoverable amountsince
the last impairment loss was recognized. If that is the case, the carrying amount of the asset is
increased to its recoverable amount. However, that increased amount cannot exceed the carrying
amount that would have been determined, net of depreciation and amortization, had no
impairment loss been recognized for the asset in prior years. Such reversal is recognized in profit or
loss. After such reversal, the depreciation and amortization charge is adjusted in future years to
allocatethe asset’'srevisedcarryingamount, onasystematic basis overitsremaining useful life.

Exploration and Evaluation Assets. Exploration and evaluation assets are assessed for impairment
when facts and circumstances suggestthat the carrying amount of an exploration and evaluation
asset may exceed its recoverable amount. One or more of the following facts and circumstances
indicate that exploration and evaluation assets require impairment test:

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 coal reserves in the specific
area s neither budgeted nor planned.

c. explorationforandevaluationof coalreservesinthe specificareahave notledtothediscovery
of commercially viable qualities of coal reserves and the entity has decided to discontinue such

activities in the specific area.

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.

Capital Stock
Capital stock is measured at par value for all shares issued and paid.

Deficit
Deficit represents the cumulative balance of net losses.
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Revenue Recognition

Revenue is recognized to the extent that the revenue can be reliably measured and it is probable
thatthe economic benefits will flow to the Group. The Group has concluded thatitis the principal
inallits revenue arrangements. In addition, the following specific recognition criteria mustalso be
met before revenue is recognized.

Interest Income. Interestincome is recognized as the interest accrues taking into account the
effective yield on the asset.

Gainon Incidental Sale of Coal. Gain on incidental sale of coal is recognized when risks and rewards
of ownership of goods have passed to the buyer and the amount of revenue can be measured
reliably.

Other Income. Income from other sources is recognized when earned during the period.

Cost and Expense Recognition
Cost and expenses are recognized in profit or loss when a decrease in future economic benefit
related to a decrease in an asset or an increase of a liability has arisen that can be measured reliably.

General and Administrative. General and administrative expenses constitute cost of administering
the business. These are expensed as incurred.

Interest Expense. Interestexpenseis recognized in profit orloss using the effective interest method.

Operating Leases
Leases, which do not transferto the Group substantially all the risks and rewards of ownership of

the assetare classified as operating leases. Operating lease payments are recognized in profitor
loss on a straight-line basis over the lease term.

Employee Benefits

Short-term Benefits. The Group recognizes a liability net of amounts already paid and an expense
forservices rendered by employees during the accounting period. Aliability is also recognized for
the amount expected to be paid under short-term cash bonus or profit sharing plans if the Group
hasapresentlegal orconstructive obligationto paythisamountas aresultof past service provided
by the employee, and the obligation can be estimated reliably.

Short-term employee benefit liabilities are measured on an undiscounted basis and are expensed as
the related service is provided.

Retirement Benefits Cost. The retirement benefits cost is determined using the projected unit credit
method which reflects services rendered by employees to the date of valuation and incorporates
assumptions concerning employees’ projected salaries.

The Group recognizes service costs, comprising of current service costs, past service costs and
income, gains and losses on curtailments and non-routine settlements; and interest expense in
profit or loss. Netinterest is calculated by applying the discount rate to the net retirement liability
or asset.
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Past service costs and income are recognized in profit or loss on the earlier of the date of the plan
amendmentorcurtailment; and the date thatthe Group recognizes restructuring-related costs.

Remeasurements comprising actuarial gains and losses, return on plan assets and any change inthe
effect of the asset ceiling (excluding net interest on retirement liability or asset) are recognized
immediatelyin OClinthe periodinwhichtheyarise. Remeasurements are notreclassifiedto profit
orloss in subsequent periods.

The retirement benefits liability is the present value of the retirement liability. The presentvalue of
the defined benefit obligation (DBQ) is determined by discounting the estimated future cash
outflows using interest rate on government bonds that have terms to maturity approximating the
terms of the related retirement benefits liability.

Actuarial valuations are made with sufficient regularity so that the amounts recognized in the
consolidated financial statements do not differ materially from the amounts that would be
determined at the reporting date.

Income Tax

Current Tax. Currenttax assets and liabilities are measured at the amount expected to be recovered
from or paid to the taxation authorities. The tax rate and taxlaws usedto computetheamountare
those that have been enacted or substantively enacted at the reporting date.

Deferred Tax. Deferredtaxis provided onalltemporary differences atthe reporting date between
thetaxbases ofassetsandliabilities andtheircarryingamountsforfinancial reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary differences. Deferred tax assets are
recognized for all deductible temporary differences, carryforward benefits of unused tax credits
from the excess of minimum corporate income tax (MCIT) over the regular corporate income tax
(RCIT) and unused net operating loss carryover (NOLCO), to the extent that it is probable that
taxable profit will be available against which the deductible temporary differences and carryforward
benefits of unusedtaxcredits and unusedtaxlosses canbe utilized. Deferredtax, however, is not
recognized when it arises from the initial recognition of an asset or liability in a transaction that is
notabusiness combinationand, atthetime ofthetransaction, affects neitherthe accounting profit
nor taxable profit or loss.

The carrying amount of deferred tax assetsis reviewed at each reporting date and reduced to the
extentthat it is no longer probable that sufficient taxable profit will be available to allow all or part
ofthe deferred tax assetto be utilized. Unrecognized deferred tax assets are reassessed ateach
reporting date and are recognized to the extent that it has become probable that future taxable
profit will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rate that is expected to apply to the
period whenthe assetis realized orthe liability is settled, based ontax rate and tax laws that have
been enacted or substantively enacted at the reporting date.

Deferredtaxassetsandliabilities are offset, ifalegally enforceableright exists to set off currenttax
assetsagainstcurrenttaxliabilitiesandthe deferred taxesrelatetothe sametaxable entity and the
same taxation authority.
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Related Parties

Parties are considered to be related if one party has the ability, directly or indirectly, to control the
other party or exercise significant influence overthe other party in making financial and operating
decisions. Parties are also considered to be related if they are subject to common control or

common significantinfluence.

Basic and Diluted Loss Per Share

Basiclosspershareis computed by dividingthe netlossforthe period attributabletoequity holders
ofthe Group by the weighted average numberofissued and outstanding and subscribed common
shares during the period, with retroactive adjustment for any stock dividends declared. Diluted loss
per share is computed in the same manner, adjusted for the effects of convertible securities. The
Group has no dilutive instruments.

Segment Reporting
Operating segments are components of the Group: (a) that engage in business activities from which

they may earn revenue and incur expenses (including revenues and expenses relating to
transactions with other components of the Group); (b) whose operating results are regularly
reviewed by the Group’s senior management, its chief operating decision maker, to make decisions
about resources to be allocated to the segment and assess its performance; and (c) for which
discrete financial information is available.

For purposes of segment reporting, the Group’s operating segment is related to mining operations.

Provisions and Contingencies

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result
of a past event, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the
obligation. If the effect of the time value of money is material, provisions are discounted using a
current pretax rate that reflects, where appropriate, the risks specific to the liability. Where
discounting is used, the increase in the provision due to the passage of time is recognized as an
interest expense.

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

Events After the Reporting Date

Postyear-endeventsthatprovide additionalinformationaboutthe Group’sfinancial positionatthe
end of reporting date (adjusting events) are reflected in the consolidated financial statements. Post
year-end events that are not adjusting events are disclosed in the notes to the consolidated financial
statements when material.
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3. Significant Accounting Judgment, Accounting Estimate and Assumptions

The preparation of the Group’s consolidated financial statements in compliance with PFRS requires
managementto make judgments and estimates that affect amounts reportedin the consolidated
financial statements and related notes. Judgment and estimates are continually evaluated and are
based on historical experience and other factors, including expectations of future events that are
believed to be reasonable under circumstances. Actual results may ultimately differ from these
estimates.

While the Group has assessed that the assumptions are reasonable and appropriate, significant
differences in the actual experience or significant changes in the assumptions may materially affect
the estimated amounts. Actual results could differ from such estimates.

The estimates and underlying assumptions are reviewed on an on-going basis. Changes in
accounting estimates are recognized in the period in which the estimate is revised if the change
affects only that period or in the period of the change and future periods if the revision affects both
current and futureperiods.

The following are the significant accounting judgment and estimates made by the Group:

Determination of Operating Segments. Determination of operating segments is based on the
information about components of the Group that management uses to make decisions about the
operating matters. Operating segments use internal reports that are regularly reviewed by the
Group’s chief operating decision maker. The Group is organized into one reportable segment which
is related to coal mining operations. All significant operating decisions are based upon the analysis
of the Group as one segment. Accordingly, the financial information about the sole business
segment is equivalent to the consolidated financial statements of the Group.

Classification of Lease Commitment - Group as a Lessee. The Group haslease agreementforits
office space. The Group has determined that the risk and rewards of ownership related to the
leased property are retained by the lessor. Accordingly, the lease is accounted as operating lease.

Rent expense amounted to R0.2 million, R0.1in March 31, 2018 and 2017, respectively (see Note
21).

Determination of Impairment Loss on Receivable from an Officer, Receivables from Incidental Sale of
Coal and Advances to Related parties. The Group maintains provision for doubtful accounts ata
level considered adequate to provide for potential uncollectible receivables. The level of this
provision is evaluated by management on the basis of factors that affect the collectibility of the
accounts. These factors include, but are not limited to, significant financial difficulties or bankruptcy
and known market factors. The Group identifies and provides for specific accounts that are doubtful
of collection and reviews the age and status of the remaining receivables and establishes a provision
considering, among others, historical collection and write-off experience.
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Capitalization of Exploration and Evaluation Expenditure. The capitalization of exploration and
evaluation expenditure requires judgment in determining whether there are future economic
benefits fromfuture exploitation orsale of coalreserves. The capitalizationrequires management
to make certain estimates and assumptions about future events or circumstances, in particular,
whether an economically viable extraction operation can be established. Estimates and
assumptions made may change if new information becomes available. If, after expenditure is
capitalized, information becomes available suggesting that the recovery of expenditure isunlikely,
the amount capitalized is written off in profit or loss in the period when the new information
becomes available.

As at March 31, 2018 and December 31, 2017, exploration and evaluation asset amounted to R547.9
million and B535.0 million, respectively (see Note 8).

Estimationof Useful Lives of Property and Equipment and Intangible Asset. The Group estimatesthe
useful lives of property and equipment and intangible asset based on the period over which the
assets are expectedtobe available foruse. The estimated usefullives of property and equipment
andintangible assetarereviewed periodically and are updated if expectations differfrom previous
estimates dueto physicalwearandtear, technical orcommercial obsolescence and legal orother
limitsonthe use ofthe assets. Inaddition, estimation of the useful lives of property and equipment
and intangible asset are based on collective assessment of industry practice, internal technical
evaluation and experience with similar assets. It is possible, however, that future results of
operations could be materially affected by changes in estimates brought about by changes in factors
mentioned above. Theamountsandtiming ofrecorded expensesforany period would be affected
by changes in these factors and circumstances.

Based on management’s assessment, there is no change in estimated useful lives of property and
equipment and intangible asset in March31,2018. Actualresults, however, may vary due to changes in
estimates brought about by changes in factors mentioned above.

Depreciation and amortization amounted to R10.7 million, R44.2 million and B44.1 million in March
31, 2018 and December 31, 2017, respectively. As at March 31, 2018 and December 31, 2017,
depreciable property and equipment, net of accumulated depreciation, amounted to R211.9
million and R222.6 million, respectively (see Note 9).

The carrying amount of intangible asset is nil as at March 31, 2018 (see Note 10).

Estimation of Coal Reserves. The Group estimates its coal reserves based on information compiled
by competent persons ongeological and technicaldataonthe size, depth, shape and grade ofthe
mineral body and suitable production techniques andrecovery rates. The analysis requires compiex
geological judgmentstointerpretthe data. The estimation of recoverable reservesis based upon
factors such as estimates of commodity prices, foreign exchange rates, future capital requirements,
discount rate, and production costs along with geological assumptions and judgments made in
estimating the size and grade of the mineral body.

Management assumes conservative forecasted sales prices, based on current andlong-term
historical average price trends. Conservative forecasted sales price assumptions generally result in
lower estimates ofreserves.



-18-

As the economic assumptions used may change and as additional geological information is obtained
during the exploration and evaluation of the mine properties, estimates of reserves may change.
The changes mayimpactthe Group’s reported financial position and results which include:

e Thecarryingamountofexploration and evaluation asset and property and equipmentmay be
affected due to changes in estimated future cash flows; and

e Therecognitionand carryingamountof deferredtax assets may change duetochangesinthe
judgments regarding the existence of such assets and in estimates of the likely recovery of such
assets.

The carrying amount of coal reserves amounted to R3,131.6 million as at March 31, 2018 (see Note
4).

Impairment of Nonfinancial Assets. The Group assesses impairment on nonfinancial assets
whenever events or changes in circumstances indicate that the carrying amount of the assets or
group ofassets may notberecoverable. Therelevantfactorsthatthe Group considersindeciding
whetherto perform an assetimpairment review include, among others, the following:

Significant underperformance of a business in relation to expectations;

Significant negative industry or economic trends;

Significant changes or planned changes in the use of the assets;

Significant changes in the estimation of coal reserves;

Expiration of the right to explore the areas;

Significant unbudgeted or unplanned expenditures for exploration and evaluation; and
Management’s decision to discontinue activities in specific areas.

Wheneverthe carryingamountof an assetexceedsits recoverable amount, animpairmentlossis
recognized. Recoverableamounts are estimatedforindividualassets or, ifitisnotpossible, forthe
cash-generating unit to which the asset belongs.

Recoverable amountofan assetis higherofisits fairvalue less costtosellorvalueinuse. Valuein
useis determined as the present value of estimated future cash flows expected to be generated
from the Group’s expected mining operations. The estimated cash flows are discounted using
pre-tax discount rates that reflect the current assessment of the time value of money and the risks
specific to the asset.

Allowance for unrecoverable input VAT amounted to B1.8 million as at March 31, 2018 and
December 31, 2017. The carrying amount of input VAT is nil as at March 31, 2018 (see Note
7).
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Estimation of Retirement Benefits Cost. The determination of the obligation and cost of retirement
and other long-term employee benefits is dependent on the assumptions used by the actuary in
calculating such amounts. These assumptions are described in Note 15 to the consolidated financial
statements and include, among others, discount rates and salary increase rates. Actual results that
differ from the Group’s assumptions are accumulated and amortized over future periods and
therefore, generally affect the recognized expense and recorded obligation in such future periods.

No retirement benefits cost (income) recognized during the period.

Recognition of Deferred Tax Assets. The Group reviews the carrying amounts of deferred tax assets
at each reporting date and reduces deferred tax assets to the extent that it is no longer probable
that sufficient taxable profit will be available to allow all or part of the deferred tax assets to be
utilized.

The Group did not recognize deferred tax assets amounting to B3.4 million and R3.0 million as at
December 31,2017 and 2016, respectively, as management has assessed that the Group may not be
able to utilize these deductible temporary differences against future taxable income. As at
December 31, 2017 and 2016, the Group recognized deferred tax assets, net of unrecognized
deferred tax, amounting to R13.9 million and B12.0 million, respectively (see Note 19).

Contingencies. The estimate ofthe probable costsforthe resolution of possible claims have been
developed in consultation with outside counsel handling the Group’s defense inthese matters and is
based upon an analysis of potential results.

There are on-going litigations filed against the Group that would not have a material adverse impact
on the Group’s financial condition and results of operations.

Coal Reserves

The Parent Company acquired TMEC in 2012 (see Note 1) in exchange for Parent Company’s
common shares valued at B3,200.0 million. The Parent Company recognized the portion of
consideration amounting to B3,131.6 million as coal reserves.

In2017,the Group carried out a review of the recoverable amount of its coal reserves, exploration
and evaluation assets, property and equipment, and intangible assets. The impairment testis based
onvalue in use calculations using discounted cash flow approach from the Group’s operations.

The key assumptions used to determine the value in use of the nonfinancial assets are as follows:

2017
Coal price $55/MT
Foreign exchange rate R49.93:$1
Discount rate 12.60%

Estimated coal reserves 7.3 MMT
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The cash flow projections are based on the most recent feasibility study approved by the senior
management and submitted to the DOE. The values assigned to each key assumption are estimated
with reference to recent external market information.

Average forecast periodfor COC No. 159and COC No. 166 is at 9 years and 5years, respectively. The
average forecast period for COC No. 159is greaterthan 5 years as the management can reliably
estimate the cash flow for the entire duration. The terminal value was computed based on a zero-
growth assumption for forecasts beyond the average forecast period.

Based on the impairment test performed, management assessed that the recoverable amounts of
the coal reserves and other nonfinancial assets exceed its carrying amount. Management also
believes that no reasonably possible change in any of the key assumptions would cause the carrying
amounts ofthe nonfinancial assets to materially exceedtheir respective recoverable amounts.

In2012,the Group obtained anindependent valuation reportto estimate the value of TMEC’s coal
reserves in accordance with the PSE Guidelines for Fairness Opinions and Valuation Reports. The
valuation was determined using the discounted cash flow approach based on assumptions and
information secured from the Competent Persons Reports on the Davao Oriental and Zamboanga
Sibugay Projects and available market information.

The independent valuation determined the value of the Group’s coal reserves at B12.5 billion.

Cash and Cash Equivalents
This account consists of:

March 31, 2018 December 31, 2017

Cash on hand P14,264 £126,720
Cash in banks 4,140,433 828,210
Cash equivalents 26,300,000 30,000,000

P30,454,697 £30,954,930

Cash in banks earn interest at the prevailing market interest rates.

Cash equivalents refer to a two-month time deposit in a local bank which earns interest of 2.5%
annually.
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6. Funds Held in Escrow

The Group appointed a commercial bank as its custodian to manage and administer the proceeds of
the initial public offering (IPO).

The proceeds of the IPO are kept separate and distinct from all other funds and the custodian
maintainsindependentbooksofrecordsforalltransaction ofthe escrowaccountand shallrelease
the proceeds to the Parent Company, subjectto the issuance of a letter of instructions ora sworn
statement of the Parent Company’s Corporate Secretary in accordance with the work program
approved by the SEC and PSE.

March 31, 2018 December 31, 2017

Assets:
Time certificates of deposit - other bank P- 5,074,581
Time certificates of deposit - own bank 642,423 554,067
Other assets 5 5
642,428 5,628,653

Equity:

Principal (7,738,580) (7,738,580)
Net accumulated income 13,381,008 13,367,233
P5,642,428 5,628,653

Net withdrawals of principal from the fund held in escrow amounted to B5.0 million and R32.5 million

in March 31, 2018 and December 31, 2017, respectively.

Interest income earned amounted to R0.01 million and B0.09 million in March 31, 2018 and 2017,

respectively.

The balance of the trust was certified by the Custodian Bank.

7. Other Current and Noncurrent Assets

This account consists of:
March 31, 2018

December 31, 2017

Current:
Receivable from an officer 455,793 P4,274,551
Input VAT 1,846,218 1,804,218
Receivables from incidental sale of coal 150,728 150,728
Advances to officers and employees 229,486 91,570
Prepayments 44,153 60,049
Other receivables 730,564 172,410
3,456,942 6,553,526
Less allowance for unrecoverable input VAT (1,846,218) (1,804,218)
£1,610,724 4,749,308

Noncurrent -

Restricted cash $2,719,464 B2,719,464
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Receivable from an officer pertains to the advances made for business purposes.

Receivables from incidental sale of coal pertain to uncollected proceeds from sale of incidentally
produced coal in accordance with the Permits to Transport and Sell (PTS) issued by the Department
of Energy (DOE) (see Note 21).

The input VAT is fully provided with allowance for unrecoverability in March 31, 2018.
Management has assessed that the Group will not be able to utilize its input VAT.

Movements in allowance for unrecoverable input VAT are as follow:

Note March 31, 2018 December 31, 2017
Balance at beginning of year $1,804,218 1,701,258
Provision 13 42,000 102,960
Balance at end of year $1,846,218 1,804,218

Other receivables pertain to receivables from third parties. These are noninterest-bearing and are
generally collected within one year.

Restricted cash includes cash bond required by the NCIP upon the application of the Group’s permit
to proceed with its development phase for COC No. 159 and cash in bank set aside to settle
obligations arising from a certain court case.

Exploration and Evaluation Asset

Exploration and evaluation asset pertains to costs incurred for the exploration and evaluation of the
mining properties situated inthe provinces of Davao Oriental and Zamboanga Sibugay, Philippines.

COC Nos. 159 and 166 provide a certain minimum work expenditure obligations covered by the
work program of exploration phase (see Note 21).

The recovery of the exploration and evaluation asset is dependent upon the success of future
exploration and evaluation activities and events.

Balances and movements of this account are as follows:

March 31, 2018 December 31, 2017

Balances at beginning of year $534,956,340 480,756,581
Additions 12,914,034 54,199,759

Balances at end of period P547,870,374 534,956,340
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The additions to the exploration and evaluation asset are as follows:

Note March 31, 2018 December 31, 2017

Depreciation and amortization 9 £10,665,793 43,986,526
Personnel costs 14 1,233,592 6,687,748
Professional fees - 2,149,854
Utilities o 121,615
Others 1,014,649 1,254,016
12,914,034 $54,199,759

Others include fuel, security services, communication, transportation, hauling costs, and repairs and
maintenance.

Included as part of additions to the exploration and evaluation asset are non-cash items as follows:

Note March 31, 2018 December 31, 2017
Depreciation and amortization 9 £10,665,793 43,986,526
Retirement benefits cost (income) 15 - 390,509
P10,665,793 P44,377,035

The financial information as at and for the period ended March 31, 2018 and 2017 from the
exploration and evaluation of coal resources are as follows:

2017 2016
Total assets P781,352,098 764,336,688
Total liabilities 560,793,673 538,907,365
Other income (from incidental sales) - 495,126
Expenses 2,074,262 1,883,710
Net cash used in operating activities (2,123,241) (2,632,128)
Net cash used in investing activities (2,236,390) (2,040,180)
Net cash provided by financing activities 7,700,000 2,452,875

Based onthe review of the recoverable amount of the Group’s nonfinancial assets, management
determinedthatthere arenoimpairmentlossesinexplorationandevaluationasset(see Note4).



9. Property and Equipment

Balances and movements of this account are as follows:

March 31, 2018

Survey
Equipment
Land Laboratory and and Laboratory Office Total
Drilling Land - - and Testing  Transportation  Furniture and  Construction
Equipment  Improvements Camp Buildings ~ Machineries Equipment Equipment Equipment in Progress

Cost

wwwsomm at beginning of £18,139,580 $194,212,031  $139,921,695 P25,429,304  $3,264,334 £12,608,310 $9,794,774 £1,818,836 P-  P405,186,863

Additions - - - - - - = - - -

Reclassification - - - - - - - - - =

Balances at end of year 18,139,580 194,212,031 139,921,695 25,429,304 3,264,334 12,608,310 9,794,774 1,818,835 - 405,186,863

Accumulated Depreciation

wwm__w:omm at beginning of - 112,776,964 39,044,795 7,416,882 2,689,226 9,273,119 9,779,634 1,745,360 " 182,625,880

Depreciation - 6,096,828 3,315,980 635,733 104,454 512,798 15,240 17,280 - 10,698,313

Balances at end of year 118,873,792 42,360,775 8,062,615 2,693,680 9,786,917 9,794,774 1,762,640 - 193,324,193

Carrying Amount P18,139,680  P75,338,239 97,560,920 $17,376,689 P570,654 P2,820,393 P- 56,195 P- P211,862,670

2017
Survey
Laboratory and Equipment Laboratory Office
Drilling Land Camp and and Testing  Transportation Fumniture and Construction in
Land Equipment  Improvements Buildings Machineries Equipment Equipment Equipment Progress Total

Cost
Balances at beginning of year P18,139,580 P194,212,031 P132,639,195 P25,429,304 3,264,334 £12,606,310 £9,794,774 P1,818,835 1,837,481  P399,741,844
Additions - - 5,445,019 - - - - - - 5,445,019
Reclassification - - 1,837,481 - - - - - (1,837,481) -
Balances at end of year 18,139,580 194,212,031 139,921,695 25,429,304 3,264,334 12,606,310 9,794,774 1,818,835 - 405,186,863
Accumulated Depreciation
Balances at beginning of year - 88,389,653 25,285,962 4,873,950 2,171,423 7,221,926 8,859,640 1,614,626 - 138,417,180
Depreciation - 24,387,311 13,758,833 2,542,932 417,803 2,051,193 919,894 130,734 - 44,208,700
Balances at end of year - 112,776,964 39,044,795 7,416,882 2,589,226 8,273,119 9,779,534 1,745,360 - 182,625,880
Carrying Amount 18,139,580 81,435,067 100,876,900 P18,012,422 P675,108 3,333,191 £15,240 P73,475 P— 222,560,983




Details of depreciation and amortization are as follows:

Note March 31, 2018 December 31, 2017
Property and equipment £10,698,313 44,208,700
Intangible asset 10

£10,698,313 44,208,700

Depreciation and amortization are charged as follows:

Note March 31, 2018 December 31, 2017

Exploration and evaluation asset 8 £10,665,793 43,986,526
General and administrative

expenses 13 32,520 222,174

£10,698,313 ®44,208,700

The reclassification from construction in progress to land improvements pertains to completed road
improvements, street lights and pier boulders.

Certain equipment with an aggregate carrying amount of B4.5 million and R12.4 million as at March
31, 2018 and December 31, 2017, respectively, were used as collateralforthe loan (see Note 12).

Based onthe review of the recoverable amount ofthe Group’s nonfinancial assets, management
determined that there are noimpairmentlosses in property and equipment (see Note 4).

10. Intangible Asset

Balance and movement of this account are as follows:

Note  March 31, 2018 December 31, 2017
Cost P2,352,148 $2,352,148
Accumulated Amortization
Balance at beginning of year 2,352,148 2,352,148
Amortization 9 - -
Balance at end of year 2,352,148 2,352,148
Carrying Amount P- P-

Intangible asset pertains to computer software used in the exploration of coal reserves.
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12.

Trade and OtherPayables

This account consists of:

March 31, 2018 December 31, 2017

Trade £8,192,389 8,258,189
Accrued expenses 504,241 1,250,885
Withholding taxes payable 91,653 164,078
Other statutory payables 40,398 40,260
#8,828,681 $9,713,412

Trade payables are noninterest-bearing and are due and demandable.

Accrued expenses pertain to accruals for security and janitorial services and interest which are
expected to be settled within one year.

Otherstatutory payables pertain to the payable to othergovernment agencies which are normally
settled in the following month.

Loan Payable

In 2015, the Group obtained a loan of B30.3 million from a local financing company to finance the
acquisition of trucks and heavy equipment.

The loan bears an annual interest rate of 9% and is payable in 36 monthly instalments starting
May 30,2015.

The loan payable is presented as follows:

March 31, 2018 December 31, 2017

Current P2,846,813 $5,629,445
Noncurrent - -
‘ $2,846,813 $5,629,445

Interest expense amounted to R0.07 million and R0.3 million in March 31, 2018 and 2017,
respectively.

Certain equipment with an aggregate carrying amount of B4.5 million and R12.4 million as at
March 31, 2018 and December 31, 2017, respectively, were used as collateralforthe loan (see

Note 9).

The loan is subject to certain covenants, such as non-availment of other loan facilities, among
others. The Group is in compliance with all of its loan covenants as at March 31, 2018.



Reconciliation of Liabilities Arising from Financing Activities

The table below details changes in the Group’s liabilities arising from financing activities, including
both cash and non-cash changes:

Non-cash Changes
Foreign
Financing Cash Fair Value Exchange
2017 Flows Adjustments Changes Other Changes Marcl;°3118,
Advances from related
parties 30,025,377 R- p- B- B-  R30,025,377
Loan payable 5,629,445 (2,782,632) - - - 2,846,813
35,654,822 p2,782,632) B R- B~  P32,872,190
13. Generaland Administrative Expenses
This account consists of:
Note  March 31, 2018 December 31, 2017
Personnel costs 14 £875,352 $4,238,912
Professional fees 740,288 2,170,319
Rental 21 189,521 758,095
Transportation and communication 93,802 507,256
Taxes and licenses 83,966 315,999
Listing fee 256,720 258,000
Depreciation and amortization 9 32,520 222174
Safekeeping fee 24,000 208,700
Outside services o 205,016
Representation and entertainment 463,211 106,721
Provision for unrecoverable input
VAT 7 42,000 102,960
Insurance 24,259 93,777
Repairs and maintenance - 83,022
Seminar and membership fees 36,000 36,000
Directors fee - 25,000
Office supplies - 11,623
Others 228,581 564,388
£3,090,221 $9,907,962
14. Personnel Costs
Personnel costs charged to “Exploration and evaluation asset” account consist of:
Note March 31, 2018 December 31, 2017
Salaries and wages P1,196,056 #6,171,320
Retirement benefits cost (income) 15 - 390,509
Employee benefits 37,536 125,919
£2,009,435 6,687,748

Personnel costs classified under “General and administrative expenses” account consists of:



Note  March 31, 2018 December 31, 2017

Salaries and wages £813,379 3,973,762
Retirement benefits cost (income) 15 - (222,663)
Employee benefits 61,973 138,036

P875,352 3,889,135

15. Retirement Benefits Liability

The Group has an unfunded defined benefit plan covering all of qualified regular employees of
TMEC. The benefits are based on years of service and compensation. The plan provides for a lump-
sum benefit payment upon retirement which shall not be less than the minimum mandated
retirement benefit plan under Republic Act (RA) No. 7641 Retirement Pay Law. The latest actuarial
valuation as at December 31, 2016 was prepared by an independent actuary using the projected
unit credit method.

The following tables summarize the components of the retirement benefits cost recognized in 2017 and
the retirement benefits liability as at December 31, 2017.

The components of retirement benefits cost (income) are as follows:

2017
Current service cost R324,984
Interest cost 194,039
Past service income =
519,023
Retirement benefits costs (income) are charged as follows:
Note 2017
Exploration and evaluation asset 8 R390,509
General and administrative expenses 14 128,514
#8519,023

The changes in the present value of the retirement benefits liability are as follows:

2017
Balance at beginning of year R3,700,619
Current service cost 324,984
Interest cost 194,039
Past service income -
Remeasurement (gains) losses:
Experience adjustments -
Change in assumptions -
Balance at end of year #4,219,642

The cumulative remeasurement loss (gain) recognized as other comprehensive loss as at
December 31, 2017 as follows:

2017




Cumulative

Remeasurement
Gain Deferred Tax Net
Balances at beginning and end of
year (R236,166) (R70,850) (R165,316)

The principal actuarial assumptions used to determine the retirement benefits cost as at
December 31, 2017 and 2016 are as follows:

2017
Discount rate 5.24%
Salary increase rate 8.00%

Sensitivity analysis on retirement benefits liability as at December 31, 2017 is as follows:

Changein Effect ondefined
Assumption benefit liability

Discount rate (1.00%) R139,969
1.00% (116,246)
Salary increase rate 1.00% 17,990
(1.00%) (17,990)

Each sensitivity analysis on the significant actuarial assumptions was prepared by remeasuring the
defined benefit liability at the end of each reporting date after adjusting one of the current
assumptions according to the applicable sensitivity increment or decrement (based on changes in
the relevant assumption that were reasonably possible at the valuation date) while all other
assumptions remained unchanged.

The table below shows the 10-year maturity analysis of expected future benefit payments:

Expected Benefit

Payments
More than one year to five years R1,167,797
More than five years to ten years 2,238,734

The weighted average duration of the retirement benefits liability is 13.4 years as at
December 31, 2017.

16.

Related Party Transactions

The significanttransactions ofthe Group, inthe normal course of business, with its related parties,
andtheoutstandingbalancesfromrelated parties arising from suchtransactions are asfollows:

Nature of Amount of Transactions Qutstanding Balances
. December 31, December 31,
Transactions  March 31, 2018 2017 March 31, 2018 2017

Advances to related parties -
Entities under Common Advances.for
working
Ownership capital P55,286 2,653,141 £1,610,724 1,555,438

Advances from related parties:

Advances for

working
Stockholders capital P- 30,000,000 £30,000,000 30,000,000
Entities under Common Advances'for

working

Ownership capital - = 25,377 25,377
P~ 30,000,000 $30,025,377 P30,025,377

Trade payables -



Entities under Common
Ownership Rental 189,521 758,005 P P

Advances to/from related parties are unsecured, noninterest-bearing, generally settled in cash and
dueondemand. Noimpairmentloss on advancestorelated parties was recognized in March 31,
2018 and December 31, 2017.

Trade payables to related parties are unsecured, noninterest-bearing, generally settled in cash and
are due anddemandable.

The advances of the Parent Company to TMEC amounting to B545.1 million and B537.4 million as at
March 31, 2018 and December 31, 2017, respectively, were eliminated during consolidation. No
impairment loss on these advances was recognized in the period.

17. Financial Assets and Liabilities

The Group’s financial instruments consist mainly of financial assets and financial liabilities directly
related to operations, specifically cash and cash equivalents, advances to related parties, time
deposit included in funds held in escrow, receivable from an officer, restricted cash, receivables
from incidental sale of coal, other receivables, trade and other payables (excluding statutory
payables), advances from related parties and loan payable.

Financial Risk Management Objectives and Policies
The main risks arising from the Group’s financial instruments are credit risk, liquidity risk and
interest rate risk. The BOD reviews and agrees on policies for managing each of these risks.

Credit Risk. The Group’s exposure to credit risk arises from the failure on the part of its
counterparty in fulfilling its financial commitments to the Group under the prevailing contractual
terms. Financial instruments that potentially subject the Group to credit risk consist primarily of
cash and cash equivalents, advances to related parties, time deposit included in funds held in
escrowand otherreceivables. The Group’s maximum exposureis equaltothe carrying amountof
these instruments.

The following tables summarize the credit quality of the Group’s financial assets as at March 31, 2018
and December 31, 2017:

March 31, 2018
Neither Past Due nor impaired

Standard Past Due but

_High Grade Grade not Impaired Impaired Total
Loans and receivables:
Cash and cash equivalents* $30,440,433 P- P- - £30,440,433
Advances to related parties 1,610,724 - - - 1,610,724
Funds held in escrow 642,428 - - - 642,428
Receivable from an officer** 229,485 - - - 229,485
Receivables from incidental sale of
coal** 160,728 - - - 150,728
Other receivables** - 730,564 - - 730,564
Restricted cash*** 2,719,464 - - - 2,719,464
36,793,262 $730,664 P P $36,623,826

December 31, 2017
Neither Past Due nor Impaired

Standard Past Due but

High Grade Grade not Impaired Impaired Total
Loans and receivables:
Cash and cash equivalents™ 30,828,210 P- P- P £30,828,210
Advances to related parties 1,555,438 - - - 1,555,438
Funds held in escrow 5,628,653 - - - 5,628,653
Receivable from an officer** 4,274,551 - - - 4,274,551
Receivables from incidental sale of
coal** 150,728 - - 150,728

Other receivables** - 172,410 - - 172,410
Restricted cash*** 2,719,464 - - - 2,719,464




45,157,044 £172,410 i P— 45,329,454

*Excluding cash on hand amounting to R0.01 million and R0. 10 million as at March 31, 2018 and December 31, 2017, respectively
** Presented under “Other current assets” account
“** presented under “Other noncurrent asset” account

High grade accounts consist of financial assets from counterparties with good financial condition
and with relatively low defaults. Financial assets having risks of default but are still collectible are
considered standard grade accounts.

Liquidity Risk. Liquidity risk arises from the Group’s inability to raise sufficient funds at the least
possible costto meetits financial commitments. The Group’s objectives in liquidity management
are: (a)to ensure that adequate funds are available to meet expiring obligations; (b)to meet the
commitments as they arise without incurring unnecessary costs; and (c) to be able to access
additional funding when needed at the least possible cost.

The table below summarizes the maturity profile of the financial liabilities of the Group based on
remaining contractual undiscounted cash flows as at March 31, 2018 and December 31, 2017:

March 31, 2018

On Demand Within 1 Year Over 1 Year Total
Other financial liabilities at amortized
cost:
Trade and other payables* #8,696,630 P P- $8,696,630
Advances from related parties 30,025,377 - - 30,025,377
Loan payable** - 2,891,742 - 2,891,742
£38,722,007 $2,891,742 P- £41,613,749

“Excluding statutory payables amounting to 0.1 million as at March 31, 2018
**Including future interest payments

2017
On Demand Within 1 Year Over 1 Year Total
Otherfinancialliabilities atamortized cost:
Trade and other payables® 9,509,074 P P £9,509,074
Advances from related parties 30,025,377 - - 30,025,377
Loan payable** - 5,783,484 - 5,783,484
£39,534,451 P5,783,484 P P45,317,935

“Excluding statutory payables amounting to £0.2 million as at December 31, 2017
**Including future interest payments

Interest Rate Risk. Interest rate risk arises from the possibility that changes in interest rates will
affect future cash flows or the fair values of financial instruments. The Group’s market risk policy
requires it to manage interest rate risk by maintaining fixed rate instruments. The policy also
requires it to manage the maturities of interest-bearing financial assets and liabilities. Any gap
between the maturities of the instruments is effectively managed by the Group. Interest rate
changes are not expected to significantly affect the Group’s income before income tax.

Capital Management
The primary objective of the Group’s capital managementis to ensure thatit maintains strong and
healthy financial position to support its current business operations.

The Group manages the capital structure and makes adjustments to it in light of changes in
economic conditions, its business activities, expansion programs and the risk characteristics of the
underlying assets. In order to maintain or adjust the capital structure, the Group may adjust its
borrowings or raisecapital.

In determining reasonable leverage, the Group evaluates its cost of capital and manages its level of
debt to maintain an optional cost of capital based in current conditions. The Group considers its
equity, excluding other equity reserve, as capital amounting to R3,894.5 million and #3,897,7 million
as at March 31, 2018 and December 31, 2017, respectively.



The TMEC is subject to externally-imposed capital requirements applicable to applicants for
exploration permits. The minimum paid-up capital is R6.25 million. The TMEC has complied with
the capital requirements during the reported financial periods and no changes were made to its
capital base, objectives, policies and processes from the previous year.

18.

Fair Value Measurement of Financial Instruments

The following financial assets and liabilities approximate their fair values due to the short-term
nature of these financial instruments:

March 31, 2018 December 31, 2017

Financial Assets
Loans and receivables:

Cash and cash equivalents 30,454,697 30,954,930
Advances to related parties 1,610,724 1,555,438
Funds held in escrow 642,428 5,628,653
Receivable from an officer 229,485 4,274,551
conl Receivables from incidental sale of 150,728 150,728
Other receivables 730,564 172,410
Restricted cash 2,719,464 2,719,464
$36,538,090 P45,456,174

Financial Liabilities

Other financial liabilities at amortized
cost:

Trade and other payables* $8,788,283 9,509,074
Advances from related parties 30,025,377 30,025,377
P38,813,660 ©39,534,451

*Excluding statutory payables amounting to 0.1 and 0.2 million as at March 31, 2018 and December 31, 2017, respectively.

Presented below is a comparison of carrying amounts and fair values of loan payable as at
March 31, 2018 and December 31, 2017.

March 31, 2018 December 31, 2017
Carrying Carrying
Amount Fair Value Amount Fair Value
Financial Liabilities
Other financial liabilities at
amortized cost -
Loan payable 2,846,813 22,846,813 B5,629445 B5,629,445

The methods and assumptions used by the Group in estimating the fair values of the foregoing
financial instruments are as follows:

Loan Payable. The fair value of the Group’s loan payable was determined by discounting the sum of
all future cash flows using prevailing market interest rates for instruments with similar maturities.
Thediscountrate usedwas 3.9% in 2016. The fair value was determined using significant observable
inputs (Level 2 of the fair value hierarchy).

Other Current Financial Assets and Liabilities. The carrying amounts of cash and cash equivalents,



advances to related parties, time deposit included in funds held in escrow, receivable from an
officer, restricted cash, receivables fromincidental sale of coal, otherreceivables, trade and other
payables (excluding statutory payables) and advances from related parties approximate their fair
values due to the short-term nature of these financial instruments.

19.

Income Taxes
TMEC is entitled to the following incentives under the COC:
o Exempt from all national taxes except for income tax; and

o Exempt from payment of tariff duties, compensating tax and value-added tax on importations of
machinery and equipment, spare parts and materials required for the Coal Operation subject to
terms and conditions in the COC.

20.

Basic and Diluted Loss Per Share

Basic and diluted loss per share are computed as follows:

March 31, 2018 March 31, 2017

Net loss $3,142,466 3,047,682
Divided by weighted average number of

common shares outstanding 4,000,000,004 4,000,000,004

Basic/diluted loss per share #0.001 #0.001

Diluted loss per share equal the basic loss per share as the Group does not have any dilutive
potential common shares at the end of each period.

21.

Commitments and Contingencies
The Group has the following contractual commitments:

Lease Agreement

The Group has a lease agreement with its related party under common control, JTKC Equities, Inc.,
valid until July 31, 2015 and renewable upon mutual consent of both parties. In 2017, the Group
renewed the lease agreement but with lesser area. Rental expense amounted fo R0.2 million and
R0.1 million in March 31, 2018 and 2017, respectively (see Note 13).

COCs with DOE

The Government, throughthe DOE, awarded COCsto TMEC. The exploration phase underthe COCs
is for 2 years and can be extended for another 2 years upon the approval of the DOE. The
development and production phase commences when the DOE and TMEC agrees on the existence
of Coal Reserves in Commercial Quantity subject to the terms and conditions inthe COC. As at
December 31,2017, TMEC hastwo COCs (COC No. 159 and COC No. 166).

COC No. 159 covers 7,000 hectares in Davao Oriental while COC No. 166 which is located in
Zamboanga, Sibugay covers 4,000 hectares. Completed activities include surface geological
investigation which involves surface field geologic mapping, geodetic surveying and trenching and
subsurface geologic investigation through cored diamond drilling. As at December 31,2017 and
2016, TMEC has incurred R535.0 million and P480.8 million, respectively, for the direct
implementation of the work program for the exploration phase ofthese COCs.

COC No. 159. In 2013, TMEC applied for the start-up of the development and production stage in
COC No. 159. TMEC has submitted to the DOE the Final Exploration Report, 10-Year Work Program
and Feasibility Study and Environmental Compliance Certificate (ECC) as issued by the Department



of Environment and Natural Resources (DENR).

On May 19, 2017, the NCIP refused to acknowledge the titled properties and reiterated the
recommendation to undergo the Free Prior Informed Consent (FPIC) process before the issuance of
the CNO. The CNO is the final requirement for the conversion of COC No. 159. The Group
maintained its positionthatthe areas were covered by titled properties and were lawfully acquired
by TMEC.

On April 4, 2017, TMEC discussed with the DOE the delineation of the development and production
area covered by certificates of land title and requested for the conversion of these areas to
development and production phase. To facilitate the evaluation, the DOE requested certain
documents including the Revised Feasibility Study, Mine Development Plan and Copies of Land
Titles. TMEC submitted the required documents on October 19, 2017. The DOE is currently
reviewing the documents submitted by TMEC as at reporting date.

In 2017 and 2016, the DOE granted various PTS for incidentally produced coal within TMEC’s COC
No.159area. Gainonsale ofincidental coal presented under“Otherincome”accountamountedto
R0.9 million, B6.1 million and R0.5 million in 2017, 2016 and 2015, respectively.

Under Presidential Decree 972, The Coal Development Act of 1976, as Government share, the DOE
willbe paid the balance ofthe gross income after deducting all operating expenses and operator’s
fee and special allowance. The operating expenses shall not exceed 90% of the gross income.
Excess operating expenses can be recovered from the gross income in succeeding years. TMEC will
beentitledtoafeeandaspecialallowance, thenetamountofwhich shallnotexceed40%and 30%,
respectively, of the net operating income. TMEC remitted R45,278, R179,675 and B26,344 in 2017,
2016 and 2015, respectively.

COC166. In2014,COC No. 166’stermforexplorationexpired. TMEC, however, is workingonthe
extension ofthe COC. Asrequired, the Group has submitted tothe DOE the Result of Exploration
covering the exploration activities conducted and estimates of the resultant coal resource and
reserve of the property, which have been verified by the DOE. In 2016, the DOE evaluated the
documents submitted and requested additional information to further process the application for
conversion.

On March 30, 2017, TMEC submitted the amended five-year Mining Plan Feasibility Study (MPFS).
As at report date, the DOE is reviewing the MPFS.

Contingencies
The Groupis currently involvedin various legal proceedings, which are normalto its business. The

Group does not believe these proceedings will have a material adverse effect on the Group’s
financial position.

22,

Operating Segments

Formanagement reporting purposes, the Group is organized based on its activities and has one
operating segment which is the coal mining segment. This segment undertakes the exploration and
evaluation activities of the coal reserves of the Group which is within the Group’s country of
domicile.



MANAGEMENT’S DISCUSSION ON COAL’S FINANCIALS

Summary of Financial Information
The following table represents the summary of financial information for COAL from

January 1 to March 31, 2018.

COAL's Summary Unaudited Consolidated Financial Information

as at March 31, 2018

Amounts are Php

Consolidated Statement of Comprehensive
Income

Sales

Cost of Sales

Gross Profit

Operating Income

Income (loss) before income tax (3,142,466)
Net Income (loss) (3,142,466)
Consolidated Statement of Financial Position
Assets
Cash 30,454,697
Funds held in escrow 642,428
Advances to Affiliates 1,610,724
Prepayments and other current assets 1,154,930
Total Current Assets 33,862,779
Exploration and evaluation assets 547,870,374
211,862,670

Property, plant and equipment —net

Intangible asset

Coal Reserves

3,131,596,101

Deferred Tax Asset 12,541,560
Other Noncurrent Asset 2,719,464
Total Non-Current Assets 3,906,590,169
TOTAL ASSETS 3,940,452,948
Liabilities and Equity
Trade and other payables 8,828,681
Loan Payable-Current Portion 2,846,813
Advances from related parties 30,025,377
Income tax payable 17,687
Total Current Liabilities 41,718,558
Retirement benefit liability 4,219,642
Total Non—-Current Liability 4,219,642
Capital Stock 4,000,000,004
Deficit (105,650,572)
Remeasurement loss on retirement 165,316

benefit liability

Stockholders' Equity

3,894,514,748

TOTAL LIABILITIES AND EQUITY

3,940,452,948

Key indicators

Gross Profit Margin (%)

Net Income (loss) Margin (%)

Return on Asset (%)

Return on Equity(%)

Current Ratio(x) 0.81:1
Total Liabilities to Equity (x) 0.01:1
Earnings Per Share (Basic) (Php 0.0000) {0.0008)
Book Value Per Share (Php 0.0000) 0.9736




Other Financial Information
As of and for period ended March 31, 2018:

« No material changes on COAL’s financial position (changes of 5% or more) can be
computed as the Company has only been incorporated on June 11, 2013.

« COAL is not aware of any known trends, or any known demands, commitments, events,
or uncertainties that will result in or that are reasonably likely to result in COAL’s liquidity
increasing or decreasing in any material way.

- It is not aware of any event that would trigger direct or contingent financial obligation
that is material to COAL, including any default or acceleration of an obligation.

- All material off-balance sheet transactions, arrangements, obligations and other
relationships of COAL with unconsolidated entities or other persons created during the
period were considered.

« There were no known trends, events, or uncertainties on net revenues or income from
continuing operations.

« COAL is not aware of any significant elements of income and loss that did not arise from
COAL’s continuing operations.

« COAL is not aware of any seasonal aspects that had a material effect on the financial
condition or results of operations.

« COAL is not aware of any seasonal aspects that had a material effect on the financial
condition or results of operations.

UNAUDITED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME FOR
THE THREE MONTHS ENDED MARCH 31, 2018

General and Administrative Expenses

General and Administrative expenses amounted to 3.09 million for the three months ended
March 31, 2018. These expenses were comprised primarily of personnel costs, professional
fee, Representation and Entertainment and listing fee for the year 2017.

Operating Income and Operating Loss Margin
The Company incurred an operating loss of £3.09 million.

Interest Income
Interest income amounted to £0.01 million, which came from interest earned from bank

deposits, cash equivalents and funds held in escrow.

Interest Expense
Interest Expense on loan payable for three months ended March 31, 2018 amounting to

£0.07 million.

Other Income
The Group has no other income earned for the period.

Net Income and Net Income Margin
The net loss of the Group for the period amounted to #3.14 million.



UNAUDITED CONSOLIDATED STATEMENT OF FINANCIAL POSITION AS AT
MARCH 31, 2018

As at March 31, 2018, the total assets of the group amounted to #3,940.45 million as against
#3,947.26 million as at December 31, 2016. Total current assets decreased to £9.02 million
from P42.89 million, attributed mainly to the decrease in funds held in escrow used in the
development and expense incurred during the period. Noncurrent assets increased to
#3,906.59 million from

#3,904.37 million due to the increase in exploration and evaluation assets as at March 31,

2018.
Current liabilities as at the end of the quarter decreased to 41.72 million from £45.39 million

as at December 31, 2017 due to the decrease in trade and other payable and repayment of
Group loan. Total equity of the group decreased to 3,894.51 million from #3,897.66 million
due to net loss incurred by the Group for the three months period in year 2018.

CAUSES OF MAJOR MOVEMENTS IN FINANCIAL STATEMENTS

Statement of Financial Position Items
(March 31, 2018 vs. December 31, 2017)

Cash and cash equivalents
Cash and cash equivalents decreased by ®0.50 million or a 2% from #30.45 million to

£30.95 million.

Funds held in escrow
The decreased of funds held in escrow by P4.99 million or a 4% from ®5.63 million to £0.64

million.

Prepayments and other current assets
The decreased of £3.59 million or a 76% decrease from 4.75 million to £1.15 million was

due to collection in receivables of the Group.

Exploration and evaluation assets

The 12.91 million increased in exploration and evaluation assets or a 2% increase from
#534.96 million to P547.87 million comprised of 10.67 million depreciation expenses and
?2.25 million for cash—paid on pre — development of COC areas.

Property and Equipment

The net 5% decrease from 222.56 million to 211.86 million of property and equipment
pertains to depreciation. There was no additional purchase of property and equipment during
the period.

Liabilities
Total liabilities of the Group went down by P3.67 million or 7% from P49.61 million to P45.94
million due to repayment of loans payable and minimal decreased in trade and other

payables.

Equity
Capital position of the Group went down by #3.14 million due to net loss for the period



Statement of Financial Performance ltems
(Three months ended March 31, 2018 vs. March 31, 2017)

Revenue/Sales—Nil

Cost of sales—Nil

General and Administrative expenses
General and administrative expenses of the Group decreased by .20 million or 6%.

Interest income
The decrease of .08 million due to decreasing balance of funds held in escrow.

Other income
The Group has no other income earned during the period.

Net loss

Net Loss of the Company for the three months ended March 31, 2018 was decreased by
3% compared to previous year of the same quarter due to decreased in general and
administrative expenses stated above.

In this interim period:

There are no known trends, demands, commitments, events or uncertainties that will
have material impact on the issuer’s liquidity.

There are no events that will trigger direct or contingent financial obligation that is
material to the company, including any default or acceleration of an obligation.

There are no off-balance sheet transactions, arrangements, obligations and other
relationships of the company with unconsolidated or other persons created during
the reporting period.

There are no known trends, events, or uncertainties that have had or that are
reasonably expected to have materially favorable or unfavorable impact on net
revenues or income from continuing operations.

There are no significant elements of income and loss that did not arise from
continuing operations.



COAL ASIA HOLDINGS INCORPORATED AND SUBSIDIARY

SUPPLEMENTARY SCHEDULE OF FINANCIAL SOUNDNESS INDICATORS
March 31, 2018 and March 31, 2017

March 31, 2018 March 31, 2017

Current assets 30,454,697 41,842,522
Current liabilities 41,718,558 19,578,493
Liquidity ratio 0.73:1.00 2.14:1.00
Net loss before depreciation (3,109,946) (2,986,735)
Total liabilities 45,938,200 25,685,842
Solvency ratio (0.07):1.00 (0.12):1.00
Total liabilities 45,938,200 25,685,842
Total equity 3,894,514,748 3,902,586,147
Debt—-to—equity ratio 0.01:1.00 0.010:1.00
Total assets 3,940,452,948 3,928,271,989
Total equity 3,894,514,748 3,902,586,147
Asset-to—equity ratio 1.01:1.00 1.01:1.00
Net loss (3,142,466) (3,047,682)
Total assets 3,940,452,948 3,928,271,989
Return on asset (0.00):1.00 (0.00):1.00
Net loss (3,142,466) (3,047,682)
Total equity 3,894,514,748 3,902,586,147
Return on Equity (0.00):1.00 (0.00):1.00




COAL ASIA HOLDINGS INCORPORATED

SUPPLEMENTARY SCHEDULE OF RECONCILIATION OF RETAINED
EARNINGS AVAILABLE FOR DIVIDEND DECLARATION
MARCH 31, 2018

Unappropriated Retained Earnings (Deficit), beginning (R78,180,349)
Unappropriated Retained Earnings (Deficit), as adjusted to

amount available for dividend declaration, beginning (78,180,349)
Net income (loss) based on the face of UFS (3,142,466)
Net loss actually earned/realized during the year (81,272,815)

Less appropriation during the year -
Unappropriated Retained earnings (deficit) available for
dividend declaration, end (P81,272,815)




COAL ASIA HOLDINGS INCORPORATED AND SUBSIDIARY
AGING OF TRADE AND OTHER RECEIVABLES
MARCH 31, 2018

120 days or

Total Current  1-30days 31-60days 61-90 days more

Trade Receivable P150,728 P - P- P- P150,728
Other Receivables 730,564 - - - 730,564 -
Total 881,292 P P P-  P730,564 150,728




COAL ASIA HOLDINGS INCORPORATED AND SUBSIDIARY

SEC Supplementary Schedule as Required by Part Il of SRC Rule 68 as

MARCH 31, 2018

Table of Contents
Schedule Description Page
A Financial Assets N/A
Amounts Receivable from Directors, Officers, Employees, Related Parties,
B and Principal Stockholders (Other than Related Parties) N/A
Amounted Receivable from Related Parties which are Eliminated During the
C Consolidation of the Financial Statements 1
D Intangible Assets - Other Assets 2
E Long-term Debt 3
F Indebtedness to Related Parties N/A
G Guarantees of Securities of Other Issuers N/A

H Capital Stock 4
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Coal Asia Holdings Incorporated
Utilization of IPO Proceeds
As of March 31, 2018

Net Proceeds 726,868,750
Add: Accumulated Interest Income, March 31, 2018 13,936,504
740,805,254
Less: Disbursements (740,162,826)
Balance as of March 31, 2018 642,428
Details of Disbursements:
1) Working Capital 126,868,750
Q4 2012
2) Davao Oriental Project
Exploration Work 168,764,566
Mine Development Cost 392,246,132
3) Zamboanga Sibugay Project
Exploration Work 52,283,378
740,162,826
By:

¥

JOHNSON A. SANHI JR.
President/Chief Operating Officer
April 27, 2018

Ckstice /. "
)IX ANDO PYDOMINGO
ief Finance Officer

April 27, 2018



Pursuant to the requirements of the Securities Regulation Code, the issuer has duly caused
this report to be signed on its behalf by the undersigned thereunto duly authorized.

Issuer: COAL ASIA HOLDINGS INCORPORATED
By:

JOH N A. SANHI JR.

President/Chief Operating Officer
April 27, 2018

‘1{/(,@
n)/ o P. Doﬁ/< NGO
ief Financial Officer

“ April 27, 2018

ROSANNA T. DESIDERIO
Compliance Officer
April 27,2018



