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SECURITIES AND EXCHANGE COMMISSION 
 

SEC FORM 17-A 
ANNUAL REPORT PURSUANT TO SECTION 17 OF 

THE SECURITIES REGULATION CODE AND  
SECTION 141 OF THE CORPORATION CODE OF THE PHILIPPINES 

 
1.  For the fiscal year ended December 31, 2019 
   
2.  Commission identification number   A1996-10620    3.  BIR TIN:  005-038-162-000   
 
 4.  Exact name of issuer as specified in its charter   TKC METALS CORPORATION 
 
5.   Province, country or other jurisdiction of incorporation or organization:   Philippines 
 
6.  Industry Classification Code:    (SEC Use Only)  
  
7.  Address of issuer's principal office                                Postal Code :  1231 
                   

2nd Floor W Tower Condominium 39th St., North Bonifacio Triangle, 
Bonifacio Global City, Taguig City, Philippines 

 
8. Issuer's telephone number, including area code 
 

(02) 864-0734 
 
9. Former name, former address and former fiscal year, if changed since last report 
   
      TKC Steel Corporation 

Unit B1-A/C, 2nd Flr. Bldg. B, Karrivin Plaza, 2316 Chino Roces Ave. Ext., Makati City 
 
10. Securities registered pursuant to Sections 8 and 12 of the Code, or Sections 4 and 8 of the RSA  
 
 Title of each Class   Number of shares of common     
      stock outstanding and amount     
      of debt outstanding 
 

Common    940,000,000 
 
11.   Are any or all of the securities listed on a Stock Exchange? 
 
 Yes   [ x]    No   [   ] 
 

 If yes, state the name of such Stock Exchange and the class/es of securities listed therein: 
 

Philippine Stock Exchange                 -     940,000,000 Common 
  
12.  Indicate by check mark whether the registrant:  
 

(a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17 
thereunder or Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26 
and 141 of the Corporation Code of the Philippines, during the preceding twelve (12) months 
(or for such shorter period the registrant was required to file such reports) 

 Yes  [ x]     No   [   ] 
 



 
 
 (b)  has been subject to such filing requirements for the past ninety (90) days. 
   Yes   [ x]    No   [   ] 
 
State the aggregate market value of the voting stocks held by non-affiliates of the registrant. 

 
Ps. 193,829,575 (as of March 31, 2020) 
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                        PART   I  -  BUSINESS AND GENERAL NFORMATION 
 
ITEM 1  -  BUSINESS 
 
General Information 
        
TKC Metals Corporation, formerly TKC Steel Corporation (the Parent Company or 
TKC) was organized and registered with the Securities and Exchange Commission (SEC) 
on November 28, 1996.  TKC’s shares of stock were listed for trading in the Philippine 
Stock Exchange (PSE) July 20, 2001.  The Parent Company is primarily a holding 
company and is also engaged in marketing and selling of purlins and galvanized iron (GI) 
sheets.  
 
On January 19, 2007, Star Equities, Inc. (SEI) entered into a Memorandum of Agreement 
(MOA) with the then major shareholders of SQL*Wizard, Inc, intending the latter to be 
its backdoor listing vehicle for its investment in the steel business. In line with its plan to 
shift its business direction to new areas, both foreign and domestic, SQL and its 
shareholders decided to take advantage of the new investment opportunities that would be 
brought about by the entry of SEI as an investor in SQL.  On this basis, SEI agreed to 
become a shareholder of SQL by initially subscribing to 240,000,000 new common 
shares following the increase of the latter’s capital stock.  Thereafter, with the change of 
its primary business, SQL was renamed TKC Steel Corporation, as approved by the SEC 
on February 28, 2007.  Likewise, on July 25, 2007, the PSE approved the reclassification 
of TKC’s listing status from the SME Board to the Second Board subject to the 
conditions specified in the Notice of Approval issued by the PSE.  The conditions stated 
in said notice specifically the minimum number of stockholders and minimum offering to 
the public given its market capitalization, were complied with after the conduct of a 
Follow-On Offering of shares by the Corporation which culminated with the listing of the 
offer shares on November 23, 2007. 
 
Business Consolidation 
 
In meetings held on February 9, 2007, the Board of the Corporation and its shareholders 
approved the following resolutions: 
 

(a)  The amendment of the articles of incorporation, whereby: 
 

i. The primary purpose will be changed to that of a holding company; 
ii. The corporate name will be changed from “SQL *Wizard, Inc.” to “TKC 
  Steel Corporation”; 
iii. The principal office may be changed upon the Board’s determination; 
iv. A provision on the denial of pre-emptive rights will be inserted in the 
  Seventh Article; and 
v. The number of directors will be increased from 7 to 9. 
 



(b) The increase in the Corporation’s authorized capital stock from P40.0 million, 
divided into 40 million shares with par value of P1.00 a share to P1.0 billion, 
divided into 1.0 billion common shares with the same par value. 

 
(c) The subscription by SEI to 240 million common shares at subscription price of 

P1.00 per share or total subscription price of P240.0 million. 
 

(d) The assignment and/or sale of all and/or substantially all the Corporation’s 
existing IT business assets to a new corporation. 

 
These amendments were approved by the SEC on February 28, 2007, except for the 
increase in authorized capital stock, which was approved on April 13, 2007. 
 
On June 22, 2007, the SEC approved the amendment to the primary purpose of the 
Corporation, as follows: 
 

“To invest in, operate, purchase, own, hold, use, develop, lease, trade, sell, 
exchange, deal in, on its own behalf or as agent or commission merchant, assign, 
transfer, encumber, and engage in the business of, either directly or indirectly, 
smelting, fusing, shaping, rolling, casting, fabricating, extruding or otherwise 
developing or processing of metals, steel or other alloys of metallic, non-metallic 
compounds, substances and raw materials of every nature, kind or description, 
and to invest in stocks, bonds, or other evidences of indebtedness or securities of 
any other corporation, domestic or foreign, whether engaged in the steel business 
or otherwise; Provided, that the Corporation shall not engage in the business of an 
Open End Investment Company as defined in the Investment Company Act   
(R.A. 2629), without first complying with the provisions of the Revised Securities 
Act; Provided, Further, that it shall not act as a Broker or Dealer of Securities. 

 
Conformably with the change in business operations, the following transactions were 
consummated: 
 
(a) Subscription of SEI into TKC 
 

As stated above, SEI subscribed to 240.0 million common shares at P1.00 per share, 
out of the increase in authorized capital stock by the Corporation.  Such subscription 
increased the outstanding number of common shares to 265.0 million with SEI 
owning 90.57% of the equity of TKC. 
 
On April 16, 2007, SEI subscribed to an additional 440.0 million common shares, 
increasing its equity interest to 680.0 million shares out of the total outstanding 
capital stock of 705.0 million shares representing 96.45% ownership interest in TKC. 
 

(b)  Transfer of SEI Subsidiaries to TKC 
As disclosed in Note 1 to the consolidated financial statements, SEI intended TKC to 
be its vehicle for listing of its investments in the steel business. Consistent with this 



direction, SEI consolidated its interests in Treasure Steelworks (TSC) and Billions 
Steel International Limited (Billions) (together with the latter’s 90% interest in 
Zhangzhou Stronghold Steel Works Co. Ltd. (ZZS)) as follows: 

 
      i)  Acquisition of Billions 

 
On April 30, 2007, an agreement was executed whereby major shareholder, SEI, 
assigned all of its interest in Billions to TKC for P 594,056,700. Billions has a 90% 
direct interest in ZZS.  Billions is a limited liability corporation incorporated under 
the laws of the Republic of Mauritius. ZZS was incorporated under the laws of the 
People’s Republic of China on July 13, 2005. On January 9, 2009, Billions Steel 
International Limited, a corporation incorporated in Mauritius sold its entire interest 
in ZZ Stronghold to Billions Steel International Limited, a corporation registered in 
Hong Kong.   It immediately began construction of its facilities thereafter.  Its first 
batch of manufactured steel pipes was completed and sold in June 2007.  Commercial 
operations of ZZS began officially after acceptance by its customer of the first batch 
of steel pipes manufactured and delivered. 
 
ii) Acquisition of TSC 
 
On June 29, 2007, SYL Holdings, Inc. and Billions (in-trust for the controlling 
shareholder group of SEI) each owning 48% in TSC, collectively transferred their 
shareholdings consisting of 479,998 shares and 479,997 shares, respectively, with the 
total par value of P95,999,500.00 to TKC on account.  After execution of the Deed of 
Sale, TKC has 96% direct interest in Treasure. 
 
As part of the restructuring, SEI transferred its business to TKC. TKC’s consolidated 
financial statements now include the following subsidiaries: 

 
 Country of  Percentage of Ownership 
Name of Subsidiary Incorporation Nature of Business Direct Indirect 
Treasure Steelworks  
    Corporation (TSC) Philippines 

Manufacture of steel 
products 98% – 

Billions Steel International 
Limited (Billions) Hong Kong Investment holdings 100% – 

Zhangzhou Stronghold Steel 
Works Co. Ltd. (ZZS) 

People’s Republic of 
China or PRC 

Manufacture of steel 
pipes – 91%* 

Campanilla Mineral Resources, 
Inc. (Campanilla)** Philippines Mineral production 70% – 

** Through Billions 
** Has not commenced commercial operations 

 
 
 

The Parent Company and its subsidiaries are collectively referred to as “the Group”.  
Star Equities, Inc. (SEI) owns 70.96% of the Parent Company.  The ultimate parent 
company of TKC is JTKC Equities, Inc. (JEI).  Both companies were incorporated in 
the Philippines.      



 
On December 21, 2018, the Parent Company applied for the amendment of its articles 
of incorporation for the change of the principal office address.  As at report date, the 
SEC’s approval on the change of the principal address is still pending. 
 
The principal office address of the Parent Company is 2nd Floor W Tower 
Condominium 39th St., North Bonifacio Triangle, Bonifacio Global City, Taguig 
City. 
 
The registered office address of the Parent Company is Unit B1-A/C, 2nd Floor, 
Building B, Karrivin Plaza, 2316 Chino Roces Avenue Extension, Makati City. 

 
Business of Issuer 
 
       Products 
 

TKC is organized as an operating and holding company engaged in the manufacturing 
and the distribution of various steel products primarily through its two (2) 
subsidiaries, as follows: 
 
(a) Treasure Steelworks Corporation (TSC) 

     
TSC was incorporated with the primary purpose of operating a smelting, melting and 
rolling plant, among others. It manufactures steel billets which in turn become the 
raw materials of downstream steel products such as bars, wire rods and sections. 

 
(b)Zhangzhou Stronghold Steel Works Co. Ltd.(ZZS) 

 
ZZS manufactures the following steel pipes: (i) ERW and spiral welded pipes for 
general construction, water transmission and structural uses; and (ii) prospectively, 
seamless pipes for the oil and gas development industry. ZZS offers a wide range of 
specifications of steel pipes ranging from an outer diameter of 219 mm to 1920 mm, 
length up to 6 meters long, and thickness from 4mm to 20mm. 
 

 
Operational Situation 
 

The recent years from the end of 2013 saw the downward spiraling of the prices of 
steel.  Both TSC and ZZS were constrained to reduce their operation for the past 
years.  Furthermore, the scarcity and high cost of raw scrap materials and lack of 
sufficient electric power in the Mindanao area severely hampered TSC’s continuous 
production of its main product line.   Realizing the volatility of steel prices and the 
continued problem on power supply, the Management has embarked on a 
restructuring and diversification of its product lines that demand a higher export 
prices, price is less volatile in the world market, better world-wide demand and less 
dependency on electric power supply. 



 
Management Plans 

 
Potential Investor 
 
On May 7, 2019, the Parent Company has entered into an investment agreement with 
a prospective investor, whereas, the investor has signified its intention to subscribe to 
the common stock of the Parent Company and make available the necessary funding 
requirements of the Group.  The investment will be used for the diversification of the 
Group’s operations and additional financing to complete the Group’s construction and 
resume commercial operations in Iligan City.  As at report date, the Group is just 
waiting for the funds to arrive. 
 
In March 2020, the Parent Company received P=50 million from another prospective 
investor as a commitment fee for a possible investment.  As of report date, the Group 
is still under negotiation with the said prospective investor. 
 
Equity Restructuring 
 
On September 3, 2018, the BOD approved the increase in authorized capital of the 
Parent Company from P=1,000.0 million divided into 1,000.0 million shares at P=1 par 
value a share, to P=3,000.0 million divided into 3,000.0 million shares at P=1 par value 
a share. 
 
On September 3, 2018, the BOD also approved the increase in authorized capital of 
TKC from P=1,000.0 million divided into 1,000.0 million shares at P=1 par value per 
share, to P=3,000.0 million divided into 3,000.0 million shares at P=1 par value per 
share. 
 
Of the increase in authorized capital stock of P=2,000.0 million divided into 2,000.0 
million shares at P=1 par value a share, 750.0 million shares will be subscribed by third 
parties for P=1,500.0 million.  The subscriptions will be paid in full by converting their 
assigned advances from Treasure to the Parent Company to equity (see Note 14). 

On September 3, 2018, the BOD approved the subscription and debt to equity 
conversion. 

On October 25, 2018, the increase in authorized capital stock was approved by the 
stockholders.  The Parent Company applied for the increase in authorized capital 
stock with the SEC on December 21, 2018.  As at report date, the SEC’s approval on 
the increase in authorized capital stock is still pending. 

The advances for debt to equity conversion was classified as “Deposits for future 
subscription” under “Equity” in the consolidated statements of financial position. 
 
 
 



Organizational Restructuring 
 
The Management is reviewing the current organizational set-up to implement 
management plans and programs of the Group.   
 
 
Status of Operations of Main Steel Subsidiaries 
 
Parent Company 
In 2015, the Parent Company stopped the marketing and selling of purlins and GI 
sheets, its main business activity other than as a holding company.   The Parent 
Company incurred total comprehensive loss of P=54.4 million, P=1,519.0 million and P=
281.1 million for the years ended December 31, 2019, 2018 and 2017, respectively. 
 
Related parties have continued to provide the necessary financial support to the 
Group to sustain operations and to meet the Group’s maturing obligations. In 2018, a 
stockholder assigned P=1,500.0 million of his advances to Treasure to foreign 
investors who, in turn, reassigned these advances to the Parent Company and applied 
the advances against their subscriptions to the Parent Company’s increase in 
authorized capital stock. 
 
 
Treasure Steelworks 
As at December 31, 2019, Treasure has not resumed operations.  Treasure’s total 
comprehensive loss  for  the  years  ended  December  31,  2019,  2018  and  2017  
amounted  to  P=72.6  million, P=43.3 million and P=732.7 million, respectively, 
resulting to a capital deficiency of P=2,642.9 million and P=2,570.5 million as at 
December 31, 2019 and 2018, respectively. 
 
In 2013, Treasure suspended its plant operations (production of steel billets) in Iligan 
City and terminated its contract with plant employees due to shortage in power supply 
in Mindanao.  Treasure, however, is planning to produce nickel concentrate and 
nickel pig iron instead to lessen the plant’s power supply requirement.  By shifting to 
nickel concentrate and nickel pig iron, the power supply requirement will drop to 5 
megawatts per hour (MWPH) as compared to producing steel billets at 15 to 20 
MWPH.  
 
Treasure has almost completed the refurbishment and upgrade of the billet 
manufacturing plant and the installation of the iron ore beneficiating plant, sintering 
plant and the first blast furnace plant. An investment from a prospective investor will 
be used to complete the plant facilities.  These facilities can also be used to produce 
nickel concentrate and nickel pig iron.   
 
Treasure is looking into a new technology for nickel leaching.  This chemical process 
will take only two hours to extract nickel from laterite ores and will result to a nickel 
recovery rate of 20-50%. Treasure is currently in discussion with a third party to 



provide the technology, consultancy, installation and supervision of the required 
equipment; and to supply the patented chemical in the production that will guarantee 
the quality and consistency of nickel concentrate.   
 
The processing plant will be developed in Iligan City to accommodate future 
expansion on this new environmentally-friendly nickel-leaching technology. Treasure 
is also securing all the necessary permits to ensure compliance on environmental law 
in line with the planned diversification of operation from billets to nickel concentrate. 
 
The Management plans to start the rehabilitation of the plant facilities and installation 
of the new equipment for nickel concentrate as soon as we generate revenue from 
nickel leaching.   
 
ZZ Stronghold 
ZZ Stronghold’s total comprehensive loss for the years ended December 31, 2019, 
2018 and 2017 amounted to P=77.9 million, P=63.4 million and P=83.6 million 
respectively, resulting to a capital deficiency of P=1,151.1 million and P=1,103.2 
million as at December 31, 2019 and 2018, respectively, primarily due to low 
production and sales volume coupled with low price in the steel market in China.   ZZ   
Stronghold   has   been   intensifying   its   marketing   efforts   and   improving   
business opportunities to increase sales and generate improved results to reduce 
capital deficiency. 
 
In addition, ZZ Stronghold is planning to modernize its plant facilities and to develop 
its vacant properties to accommodate a new venture which will generate additional 
income that will help improve its financial condition and results of operations. 
 
With regards ZZS, talks and initial discussion is on-going with a prospective investor 
from Hong Kong Guangbo group who is in the business of used tire recycling.  The 
Management plans to put up this tire recycling plant inside the plant of Zhangzhou 
Stronghold in Fujian Province, China, the product of which will become the raw 
materials in making new products.  The vacant property needs to be developed in 
order to accommodate the production capacity of the new project. The projected 
investment will have a positive impact to our China operation.   
      
With the present ZZS’s reduced of operation and TSC’s suspended operation  sales 
generated and the resulting net loss of TKC, TSC and ZZS (China) are presented 
below, broken down according to major markets (in millions): 
 
(a)  Sales  
        

     Country Amount % 
    Philippines Ps.  0.00   0 
    China                  567      100 

                               
  



(b)  Net Loss 
 

     Country Amount % 
    Philippines Ps.138    64 
    China      78    36 

   
 
Distribution 
 
Steel billets produced by TSC are primarily sold to local customers. On a limited scale, 
TSC taps the export market.   
 
Marketing of steel pipes produced by ZZS is outsourced with a marketing company based 
in Fujian Province. Aside from its sales offices in Xiamen, representative offices have 
likewise been set up in the cities of Fuzhou and Quanzhou. We have set up an in-house 
sales group to supplement effort of this marketing company, and to focus on the export 
market under the direct supervision of the Assistant General Manager. To provide 
sufficient reach in the international market, ZZS engages the services of affiliate offices 
and trading houses in various countries like the Philippines, Indonesia, Singapore, the 
Middle East and North America.  
 
Competition 
 
TSC 
 
Prior to suspension of its plant operation in 2013 primarily due to shortage in power 
supply in Mindanao and volatile steel price, TSC has the largest installed capacity for 
steel billet manufacturing in the Philippines. Other manufacturers produce billets for their 
own production of downstream steel products.  
 
Top billet producers in the Philippines are   

Annual Installed Capacity 
(000 MT) 

      (a)  TSC 300 
(b)  Bacnotan Steel Corp 300 
(c)  Cathay Pacific Steel Corp 290 
(d)  Stronghold Steel Corp 150 
(e)  SKK 120 
          

ZZS 
    
As the first steel producer in the Fujian Province and one of the few major steel pipe 
producers in Southern China, ZZS has the geographical competitive advantage against 
producers from Northern China. Our initial marketing thrust in the Chinese domestic 
market is focused on Fujian Province and the neighboring province of Zhejiang. The 
target market for ZZS’ products can be segmented in terms of product application. 



Construction and water pipes are primarily intended to supply the needs of the Southern 
China region, with exports into Southeast Asian countries, such as the Philippines and 
Singapore. We are even tapping the European market.  On the other hand, seamless pipes 
are geared toward serving the requirements of oil and gas exploration and development 
activities in different parts of the world.   
       
 
Raw Materials 
 
Raw materials used to produce billets are scrap sourced from neighboring provinces in 
Visayas and Mindanao. TSC buys the scrap from major scrap consolidators and their own 
collection networks. Scrap is old, wasted metal such as parts of vehicles, building 
supplies, and surplus materials. 
 
Spiral welded pipes are produced from hot rolled steel strip while electric resistance 
welded pipes are produced from hot rolled steel coils/strips. On the other hand, seamless 
pipes are produced from billets through a hot draw and extrusion process. 
 
Customer Base 
 
The Corporation and its subsidiaries (TSC and ZZS) are not dependent upon a single or 
few customers. 
 
Transactions with Related Parties 

In the regular course of its business, the Corporation engages in transactions with related 
parties (stockholders and affiliates). These transactions may involve inter-company trade 
dealings, and the granting of advances and paying of expenses. 

 
Patents and other Intellectual Property Rights 
               
For marketing and distribution of its corrugated roofing sheets, the Corporation acquired 
“Philgalume” and “Philgabond” as trademarks from the Bureau of Patents.  .  Whereas 
the Corporation’s subsidiaries have no patents, trademarks, copyrights, licenses, 
franchises, concessions and royalty agreements covering any of its products and the 
marketing or distribution thereof. 
 
Government Regulations       
 
TKC and its subsidiaries are not currently required to secure government approval for its 
products and services. Government approvals and permits, both in China and in the 
Philippines, are currently, and may in the future be, required in connection with the 
companies’ operations.  
 
 
 
 



Costs and effects of Compliance with Environmental Laws 
       
TSC and ZZS are subject to environmental regulations in their respective jurisdictions. 
These regulations mandate, among other things, the maintenance of air, noise and water 
quality standards. They also set forth limitations on the generation, transportation, storage 
and disposal of solid and liquid hazardous waste. 
 
As part of its efforts to ensure compliance with environmental regulations, the 
Corporation rehabilitated and upgraded the dust collection system to meet environmental 
standards, make it more effective and cope with the anticipated increase in production 
volume resulting from new facilities. 
 
In line with the future diversification of our product lines and introduction of a new kind 
of production technology towards the planned shifting from billets production to nickel 
concentrate and nickel leaching process, the Management is actively and currently 
coordinating with the Government Environmental Regulators pertaining to the various 
requirements and compliance on environmental laws and regulations prior to commercial 
operations of this new production process. 
 
 
Employees     
         
TKC currently has 10 employees, namely: Chairman, Vice-Chairman, President and 
Chief Operating Officer, Treasurer, Chief Financial Officer, Head of Corporate 
Services/Compliance Officer, Head of Accounting Services and three (3) Administrative 
Staff.   
 
Risk Management  
        

a. Financial Risks 
 
The Corporation is exposed to a variety of financial risks.  The Corporation’s risk 
management program focuses on safeguarding shareholder value to manage 
unpredictability of risks and minimize potential adverse impact on its operating 
performance and financial condition. 
 
The Corporation’s Board of Directors (BOD) is directly responsible for risk 
management.  Management carries out risk management policies approved by the 
BOD.  The Management identifies, evaluates reports and monitors significant 
risks, and submits appropriate recommendations.  The BOD approves formal 
policies for overall risk management, as well as written policies covering specific 
areas, such as foreign exchange risk, credit risk and liquidity risk. 
 



 
 
Foreign Currency Risk 
 
Foreign currency risk arises as a result of change in exchange rates between 
Philippine peso and foreign currencies.  Any change will affect our foreign 
currency denominated accounts and transactions. 
 
The Corporation’s foreign currency exposure primarily covers operations in PRC. 
Any fluctuation in the exchange rate between the Philippine Peso and the RMB, 
PRC’s currency, will impact the amount of our investment and related accounts in 
our China subsidiary.  
 
The Corporation regularly monitors foreign exchange rates and any trends and 
changes thereupon.  Measures will be adopted to protect our investment in the 
event there would be significant fluctuations in the exchange rate. 
 
Liquidity Risk 
 
Liquidity risk arises from the possibility that the Corporation may encounter 
difficulties in raising funds to meet or settle its obligations at a reasonable price.  
Despite the present operational situation of the Group, our related parties, 
however, have continued to finance the necessary financial support and funding to 
sustain operations and to meet the Group’s maturing obligations.   
 
The Corporation monitors potential sources of the risk to a shortage of funds 
through monitoring of financial investments and financial assets, and projected 
cash flows from operations. An essential part of this strategy is the proper 
matching of trade receivables and trade and other payables. The Corporation’s 
objectives to manage its liquidity are: a)  to ensure that adequate funding is 
available at all times; b) to meet commitments as they arise without incurring 
unnecessary costs; and c) to be able to access funding when needed at the least 
possible cost. 
 
The Corporation also maintains a financial strategy that the scheduled principal 
and interest payments are well within the Corporation’s ability to generate cash 
from its business operations. 
 
Capital Management Risk 
 
The Corporation is committed to maintaining adequate capital at all times to meet 
shareholders’ expectations, withstand adverse business conditions and take 
advantage of business opportunities.  The Company Management has submitted 
to the Philippine Stock Exchange a detailed restructuring plan of activities it will 
undertake and timetable to bring the stockholders’ equity back to positive.  In 
addition, the Group has been negotiating with the prospective investors for 



additional financing to complete the Group’s plant construction, diversification 
using new production technology, resume commercial operation and generate 
adequate revenues that will result to a better capital position. 
 
The Corporation regularly keeps track of its capital position and assesses business 
conditions to ensure early detection and determination of risks, and its consequent 
adverse impact.  The Corporation adopts measures, as may be deemed necessary 
and appropriate, to mitigate risks. 
 
We aim to achieve acceptable level of debt-to-equity ratio.  This ratio is 
calculated as total liabilities divided by total equity. 
 
Our long-term strategy is to sustain a healthy debt-to-equity ratio. As at December 
31, 2019, this ratio is: 
 
                   Amount 
Total liabilities                      Ps.  4,138,404,945 
Total equity                      222,945,870     
Debt-to-equity ratio                                                                                      18.56:1 
                              
 
Our main sources of capital include but not limited to:  
 
a. Retained earnings, where available 
b. Current earnings 
c. Debt 
d. Share issues 
e. Shareholder advances 

      
The Corporation seeks to generate reasonable rate of return on its capital.  
Corollary to this, our dividend policy will be dictated by the level of retained 
earnings and ongoing business earnings. 
 
We will access the capital market when we consider it necessary.  As we grow our 
business, we will retain sufficient flexibility to raise capital to support new 
business opportunities.  We are prudent in our capital management. 
 

b. Operational Risks 
 

Fluctuation of Steel Demand and Prices 
 

The industries in which steel are used, such as the construction industry, and the 
demand for steel products, are cyclical in nature.  As a result, the prices at which 
our products are sold, both in the local and international markets, move in 
accordance with the local and global steel dynamics.  Furthermore, any volatility 
in the steel prices may affect the normal timing of orders by customers.  The 



volatility in steel prices could cause the Corporation’s results of operation to vary 
and may have an adverse effect on the Corporation’s business, financial position, 
results of operations and prospects. 
 
Similarly, the volatility in the cost of raw materials, scrap for TSC and hot-rolled 
coils for ZZS, may also cause fluctuations in the results of operations. 
 
We closely monitor demand and price trends, both local and international 
markets, align our production and sales volumes to desired inventory levels, and 
put in place measures to ensure that we can access various sources of raw 
materials.  
 

      Single Production Site 
 

Both TSC and ZZS conduct their respective manufacturing activities in single 
production sites, both in the Philippines and China, respectively.  Closure of the 
production sites, interruption or prolonged suspension of any substantial part of 
the operations or any damage to, or destruction of, the facilities arising from 
unexpected events or catastrophes, or other similar events would prevent the 
operating subsidiaries from generating revenue.  All existing facilities have been 
duly insured.  Any new installations will likewise be covered by appropriate 
insurance coverage. 
 

            Scarcity of Raw Materials 
 

Scrap metal is an essential raw material for the production of TSC’s end-products.  
The supply of this raw material is currently sourced locally and any shortage in 
supply of scrap metal may adversely affect TSC’s operations.  Due to the scarcity 
of the availability of scrap materials and high cost of scrap, the operation of TSC 
was severely affected.    
 
There is no foreseeable risk of raw materials scarcity for ZZS which utilizes hot-
rolled coils from slabs that are widely available in China. 
 

            Insurance Risks  
 

Our businesses are subject to a number of risks and hazards generally, including, 
but not limited to, adverse environmental conditions, industrial accidents, labor 
disputes, unusual or unexpected geological conditions, ground or slop failures, 
cave-ins, changes in the regulatory environment and natural phenomena such as 
inclement weather conditions, floods and avalanches.  Such occurrences may 
result in damage to production, facilities, personal injury or death, environmental 
damage to properties or properties of third parties, monetary losses, and possible 
legal liability.   Insurance coverage is maintained to protect against certain risks in 
such amounts as are considered reasonable and appropriate.  
 



  
ITEM 2 - DESCRIPTION OF PROPERTY 
 

TKC does not own any real or personal property other than its leasehold 
improvements, office fixtures, furniture and equipment located in its principal 
office.  TSC and ZZS lease the land where their plant facilities are currently 
situated but they own the machineries and equipment. 

 
 Leases 
 

TKC leases its main office located at 2nd Floor W Tower Condominium, 39th St., 
North Bonifacio Triangle, Bonifacio Global City, Taguig City. The lease was 
renewed in September 15, 2019 and covers a period of three (3) years which will 
expire on September 14, 2022. 

 
TSC, as an assignee of Mr. Ben Tiu, leases its billet making plant, including all 
the equipment and machineries, in Iligan City from Global Ispat Holdings Ltd and 
Global Steelworks International, Inc. 

 
The memorandum of agreement (MOA) is for 25 years starting 2006.  At the 
expiration or earlier termination of the term of the MOA, TSC has the option to 
purchase the billet plant at an amount equivalent to its market value at the time 
the option is exercised.  The market value shall be determined by three (3) 
recognized and competent appraisers to be nominated by the parties.  However, 
this does not preclude the parties from arriving at an agreement and determining 
between themselves said purchase price. 
 
In the performance of its obligations under the MOA, TSC paid the outstanding 
liens incurred by the former owners and inherited by the lessor pertaining to the 
billet making plant amounting to P46 million in 2006. 
 
ZZS entered into a contractual agreement with China Merchants ZhangZhou 
Development Zone Co., Ltd (China Merchants), wherein the lessor transferred the 
right to use the land located in 1 M2-05 Zone I, China Merchants Development 
Zone to ZZS for a period of 50 years.  This is where the existing steel plant 
facilities of ZZS are located. 
 
Under the agreement between ZZS and China Merchants, the land has a total area 
of about 53.3 hectares divided into Phases I, II and III.   
 
During the first semester of 2010, China Merchants, as mandated by the Fujian 
Provincial Government made revisions in the original contract as follows: 1) the 
term of the lease for Phase 1 was reduced to forty two (42) years from fifty (50) 
years.  ZZS received a refund of P=9.3 million (RMB 1.4 million) during the first 
quarter of 2010 to reflect the shorter lease term; 2) a portion of the land for Phase 
2 (55,089.567 square meters out of the original 179,374.822 square meters.) will 



no longer be delivered; and 3) due to China Merchants’ inability to reclaim the 
land, Phase 3 land will no longer be delivered to ZZS. As a consequence of the 
non-delivery of a portion of Phase 2 land and the entire area of Phase 3, the cost 
of leasehold rights was reduced by P=114.0 million and the long term debt was 
reduced to nil in 2010.  ZZS has fully paid for both Phase 1 and 2 of the land as of 
the end of 2011.   

 
ITEM 3- LEGAL PROCEEDINGS 
 

The Corporation is not a party to any pending material litigation, arbitration or 
other legal proceedings, and no litigation or claim of material importance is 
known by Management to have been filed against the Company. 

 
 
ITEM 4- SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS    
 

The were no subject matters submitted for the approval of the stockholders as 
there was no Annual Meeting of the Stockholders held in 2019. 

                



PART II – OPERATIONAL AND FINANCIAL INFORMATION 
 
 
ITEM  5 - Market for Issuer’s Common Equity and Related Stockholders Matters 
 
            Market Information 
   

The common shares of TKC have been listed on the Philippine Stock Exchange         
since July 19, 2001. Following the amendment of the articles of incorporation 
whereby the (a) primary purpose was changed to that of a holding company, (b)  
corporate name was changed from SQL*Wizard  to TKC Steel Corporation, ( c) 
authorized capital stock was increased from P40 million (par value of  P1.00 per 
share) to P 1 billion with the same par value,  and the assignment and/or sale of  
all and/or substantially all of the Company’s existing IT business assets in favor 
of  a new corporation, TKC undertook a Follow On Offering (FOO) of  
235,000,000 common shares on November 23, 2007 based on the offer price of  
Ps. 9.68 per share. After the FOO was completed, the Company’s total issued and 
outstanding common shares stood at 940,000,000 shares.  The offer shares 
represented 25% of TKC’s issued and outstanding common shares.   

 
Presented in the table below are the high and low prices of TKC shares. 

   
  
                                 High   Low  

1st Quarter, 2020 0.72 0.70 
Year Ended December 31, 2019   
    1st  Quarter 1.03 1.00 
    2nd Quarter 1.25 1.19 
    3rd  Quarter 1.11 1.05 
    4th  Quarter 1.02 0.99 
   

Year Ended December 31, 2018   
    1st  Quarter          1.05        1.04 
    2nd Quarter          0.93        0.90 
    3rd  Quarter          1.00        0.97 
    4th  Quarter          0.85        0.85 

                   
 
Holders of Common Equity 
 
As of December 31, 2019, the Corporation has a total of 940,000,000 issued and 
outstanding shares, owned by 38 common shareholders.  
 
The top twenty (20) shareholders, and their corresponding shares and percentage 
ownership of TKC are as follows:  
  



 
       
Name of Stockholders 

 
No. of  Shares 

   
% to Total 
Outstanding     

1.  Star Equities, Inc. 667,000,598   70.9575% 
2.  PCD Nominee Corp 
(Filipino)                   

           
268,330,021 

 
  28.5457 

3. Chuahiong, Gertim G. 2,912,000 0.3098 
4.  Sio, Elsie Chua 900,000    0.0957 

5.  Napoles, Janet L. 300,000 0.0319 
6.  Uy, Francisco A.  200,000    0.0213 
7.  Hernandez, Elmer C. 100,000    0.0106 
8.  Ko, Michael Anthony Lee 100,000    0.0106 
9.   Enrile, William T. 50,000    0.0053 
10.  De Villa, Henrietta 20,000    0.0021 
11.  Chua Co Kiong, William N. 15,000 0.0016 
12.  Resurreccion, Antonio 10,000               0.0011 
13.  Insua, Jose Cesar  10,000    0.0011 
14.  Puno Orpha C. 10,000     0.0011 
15.  Estrada, Claudia Patricia  6,250    0.0007 
16.  Evangelista, Maria Imelda  6,250    0.0007 
17.  Garcia, Luningning  6,250 0.0007 
18.  Saplala, Victor  6,250    0.0007 
19.  Tesorio, Clairol Marie V. 6,250 0.0007 
20. Uttamchandani, Jay 2,000 0.0002 
 
Based on the records of our Stock Transfer Agent, Professional Stock Transfer, 
Inc., TKC Metals Corporation has 29.0425% public ownership level as of March 
31, 2020. 
 
Dividends 
 
The Corporation did not declare dividends in 2019 and 2018. 
 
There are no known restrictions or impediments to the corporation’s ability to pay 
dividends on common equity, whether current or future. 
 
Recent Issuance of Securities Constituting an Exempt Transaction 
 
For the year ended December 31, 2019, we have not issued any securities 
constituting an exempt transaction. 
 

 
 



ITEM  6 - Management Discussion and Analysis of Financial Condition and Results 
of Operations (Last Three Years: 2019,  2018 and 2017) 

 
a. Corporate Restructuring 

     
The Corporation completed a corporate restructuring which consisted of the   
following: 

 
1. On April 13, 2007 and June 7, 2007, the primary business purpose was 

changed from providing complete information solutions to operating and 
holding investments in steel companies; 

2. On April 13, 2007, the SEC approved the increase in authorized capital 
stock from P40 million to P1 billion; 

3. Capital Stock was increased from P25 million to P705 million; 
4. On April 30, 2007, it acquired 90% equity interest in ZZ Stronghold, a 

company located in China; 
5. On June 29, 2007, it acquired 96% equity interest in Treasure, a 

corporation located in the Philippines. 
 
In addition to Steps 1 to 5, above, the SEC approved the change in the 
corporate name from SQL*Wizards, Inc. to TKC Steel Corporation.  The 
Corporation was originally registered as SQL*Wizards, Inc with the primary 
purpose of providing complete information solutions. 
 
On the 26th of October 2015 the SEC approves the change in the Articles of 
Incorporation in amending the corporate name from TKC Steel Corporation to 
TKC Metals Corporation. 

  
As disclosed in Note 1 to the consolidated financial statements, SEI (the 
immediate parent corporation) has intended TKC to be a backdoor listing 
vehicle for its investment in the steel business.  Consistent with the provisions 
of Philippine Financial Reporting Standard (PFRS) 3, the acquisition of TKC 
was accounted for as a reverse acquisition as the arrangement was for the 
parent corporation to be “acquired” by a smaller public entity as a means of 
obtaining a stock exchange listing.  Legally, TKC, as the issuing public is 
regarded as the parent corporation.  From an accounting perspective, SEI is 
considered the “acquirer” since they have the power to govern the financial 
and operating policies of TKC and its subsidiaries, Treasure Steelworks and 
ZZ Stronghold (ZZS). 
 
The acquisition or transfers of Billions (together with ZZ Stronghold) and 
Treasure Steelworks (TSC) were considered business reorganization of 
companies under common control.  Accordingly, the acquisitions or transfers 
were accounted for in a manner similar to the pooling-of-interests method. 
 
 



b. Financial Highlights 
 
-  Results of Operations 
  

Accounts 
In Million 

Pesos) 

 
 

2019 

 
 

2018 

 
 

2017 

 
Increase 

(Decrease) 
2019/2018 (%) 

 
Increase 

(Decrease) 
2018/2017 (%) 

 
Revenue 

 
567 

 
736 

 
364 

 
(23 %) 

 
102.2% 

 
Cost of Sales 

 
540 

 
687 341 

 
(21 %) 

101.47% 
 

Gross Income 
 (Loss) 

 
26 

 
49 

 
22 

 
(47 %) 

 
122.73% 

Operating 
Expenses 

 
177 

 
194 

 
   889 

 
(9%) 

 
(78%)% 

 
Net Income 

 
       (208) 

 
(143) 

 
(860) 

 
45 % 

 
(83%) % 

    
Operating performance posted a net loss for the current year due to the 
suspended and minimal operation of our two main subsidiaries, the adverse 
market conditions and the Corporation’s focus on its plant modernization, 
diversification and expansion program.  The Corporation posted net losses of 
Ps. 210 million, Ps. 143 million and Ps. 860 million in 2019, 2018 and 2017, 
respectively, primarily due to lower production and sales volume coupled with 
lower demand and price in the market.   
 
Due to over-supply of steel in the market, very volatile price of steel and 
competitive market conditions the total sales went down by 23 % to Ps.567 
million in 2019 compared to Ps. 736 million and Ps.363 million in 2018 and 
2017 respectively. The decrease in revenue was primarily due to lower 
production and sales volume activity of ZZS from 20.34 MT and 23.74 MT 
respectively in 2018 it went down to 16.68 MT and 17.43 MT  in 2019 or 18% 
and 27% lower respectively.  ZZS average selling prices of steel for 2019 of 
Rmb 4,333 per ton is still higher by 11% than last year of Rmb 3,897 per ton, 
however China’s existing steel supply has exceeded the demand resulting to 
decline in production and sales volume.   
 
Due to slower production, sales and marketing activity of the Group, total 
operating expenses went down by 9% or Ps. 17 million from Ps. 194 million 
in 2018 to Ps. 177 million in 2019. Although there were increases in the other 
operating account, significant decreases were noted in the following accounts 
as follows: salaries, wages and employees benefits by 17%; freight and 
handling by 48%; utility expenses by 58%; taxes and licenses 26%; repairs 
and maintenance by 71%; and outside services by 33%.  
 



  
 
 

     - Financial Condition 
 

Accounts  
 (In Million 
Pesos) 

 
2019 

 
2018 

 
2017 

Increase(Decrease) 
2019/2018 (%) 

Increase(Decrease) 
2018/2017 (%) 

 
Current 
Assets 

 
861 

 
981 

 
1,032 

 
(13 %) 

 
(5%)% 

 
Total 
Assets 

 
4,361 

 
4,588 

 
4,688 

 
(5 %) 

 
(2%) % 

Current 
Liabilities 

 
4,100 

 
4,161 

 
5,563 

 
(1 %) 

 
(25%) % 

Total 
Liabilities 

 
4,138 

 
4,185 

 
5,586 

 
(1 %) 

 
(25%) % 

 
Equity 

 
222 

 
402 

 
(898) 

 
(45 %) 

 
(145 %) 

 
Our total asset base was reduced by just 5% to Ps. 4,361 million from the 
previous year’s level of Ps. 4,588 million. Although there was significant 
collection of trade and other receivables by 26% or Ps. 41 million, the cash 
and cash equivalents went down by 67% or Ps. 44 million less from last year 
and the liquidation of Ps. 43 million in the account advances to suppliers.  
 
Current ratio for the years 2019 and 2018 remains stable   at 0.2:1 and 0.2:1 
respectively while debt-to-equity   ratio for 2019 is positive at 18.56.11:1 from 
10.42:1 in 2018. 
 
 
c.   2019 versus 2018  
- Results of Operations 
 
The Corporation registered a consolidated net loss of Ps. 210 million in 2019 
compared to a net loss of Ps. 143 million a year ago. The bottom line results 
showed a negative performance due to slower sales and marketing activity in 
ZZS operation. Although TSC is non-operating for the last five years, the 
prospect of looking for the right investors is still active as there were several 
groups who have visited the plant.  The company is shifting to production of 
nickel concentrate and nickel pig iron that will only requires 25% of the 
original power supply requirement.  TSC is currently in discussion with a 
third party to provide the new technology for nickel leaching. This chemical 
process will take only two hours to extract nickel from laterite ores and will 
result to a nickel recovery rate of 20-50%.  



 
ZZS operation has resulted in gross profit however the overall market 
conditions is still unfavourable coupled with a lower steel prices in China due 
to higher steel supply but lower demand.  ZZS has initial discussion with a 
prospective investor who is in the business of tire recycling in China.  This 
projected investment will be installed in ZZS Plant and will have a positive 
impact to our China operation.   
 
Revenue went down by 23% to Ps. 567 million compared to a year ago of Ps. 
736 million with ZZS contributing 100% of the Group sales. The Corporation 
however registered a 4%gross profit of Ps. 23 million in 2019 however the 
result was 52% lower compared to a gross profit of Ps. 48 million in 2018.  
ZZS’s performance on  general production, sales and marketing activity still 
depended on a lower market price and demand due to over-supply of steel 
products in the China market.  
 
Operating expenses went down to Ps.177 million or 9% lower from the 2018 
level of Ps. 194 million. The major factor for the lower operating expenses 
were in the following accounts: a) salaries and wages by 17%; freight and 
handling by 48%; utility expense by 58%; taxes and licenses by 26%; repairs 
and maintenance 71%; and outside services by 33%.   
 
       -   Financial Condition 
 
Total assets is still stable as it went down by a merely 5% to Ps. 4,361 million 
in 2019 from last year’s figure of Ps. 4,588 million.   The decrease was 
primarily due to the following:  cash and cash equivalents went down by 67% 
from Ps. 65 million last year to Ps. 21 million; liquidation of trade receivables 
by about Ps. 41 million or 26% from Ps. 158 million last year to Ps. 117 
million; liquidation of advances to supplier by 76% from Ps. 58 million last 
year to Ps. 14 million; and property, plant and equipment by 3% or Ps. 87 
million from Ps. 3,365 million last year to Ps. 3,277 million.    The current 
financial conditions of the Group were attributable significantly due to ZZS 
minimal but stable operating activity and TSC’s nil production, sales and 
marketing activity primarily due to prolonged power crisis and not so 
competitive market price and conditions.  Current assets accounted for 20% 
and 21% of the balance sheet for the year 2019 and 2018 respectively.  
   
In 2019, total liabilities went down by 1% or Ps. 48 million from Ps. 4,185 
million to Ps. 4,138 million. Significant decreases were noted in the following 
accounts:  trade and other payables by 3% or Ps. 31 million from Ps. 1,043 
million to Ps. 1,012 million; and loans payable by 20% or Ps. 206 million 
from Ps. 1,031 million to Ps. 825 million.  
 
Our resulting capital base is still in a positive position at Ps. 222 million as of 
2019 from a positive equity of Ps. 402 million in 2018. The continued 



decrease in our equity  performance was primarily due to the minimal 
production and sales activity of our subsidiary resulting to a current losses of 
the Group in the amount of Ps. 210 million,  As a result of the depreciation in 
our capital base, debt to equity ratio increased to 18.56.11:1 from a year ago 
of 10.42:1. 
 
       -   Causes for any Material Changes in the Balance Sheet Accounts: 
                                            
•    Cash and cash equivalents decreased significantly by 67% or Ps. 43 
million to Ps. 21 million from Ps. 65 million a year ago brought about by a 
significant liquidation in the trade accounts and other payables amounting to 
Ps. 51 million. 
 
• Trade and other receivable went down by Ps. 41 million or 26% from Ps. 
158 million to Ps. 117 million due to enhanced collection activity both 
domestic and foreign accounts. 
 
•    Inventories slightly went up by Ps. 8.5 million or 2% from Ps. 357 
million to Ps. 365 million as ZZS is still operating at less capacity.  
 
•    Creditable withholding and value-added taxes remains constant at Ps. 
290 million to Ps. 289 million respectively for the years 2019 and 2018 
primarily due to minimal business activities. 
 
•  Property, plant and equipment remains constant and stable with a slight 
decrease from Ps. 3.4 billion in 2018 to Ps. 3.3 billion in 2019 level as there 
was no provision for impairment loss for the current year.  
 
•   Other non-current assets remain constant at Ps. 19 million respectively 
for the year 2019 and 2018  
 
•    Trade and other payables went down by 3% or Ps. 31 million from       
Ps. 1,044 million to Ps. 1,012 million in 2019 notably in trade payables by Ps. 
51 million. 
 
•    Loans payable went down significantly by Ps. 206 million or 20% from 
Ps. 1,031 million to Ps. 825 million with the liquidation of local bank loans 
amounting to Ps. 160 million and the short-term renewal of credit facilities of 
ZZS for their production and selling activities. 
 
•    Equity depreciated significantly by Ps. 179 million but remains in a 
positive position at Ps. 222 million from a positive Ps. 402 million a year ago.  
The depreciation was brought about by the decrease in the consolidated 
revenue of the Group which resulted in net operating loss   . 
 
 



 
d.   2018 versus 2017  
 
- Results of Operations 
 
The Corporation registered a consolidated net loss of Ps. 143 million in 2018 
compared to a net loss of Ps. 860 million a year ago. The bottom line 
performance improves significantly due to improved sales activity and results 
in ZZS operation. Although TSC is non-operating for the last five years, the 
prospect of looking for the right investors is still active as there were several 
groups who have visited the plant.  The company is shifting to production of 
nickel concentrate and nickel pig iron that requires 25% of the original power 
supply requirement.  TSC is currently in discussion with a third party to 
provide the new technology for nickel leaching. This chemical process will 
take only two hours to extract nickel from laterite ores and will result to a 
nickel recovery rate of 20-50%.  
 
ZZS operation has resulted in gross profit however the overall market 
conditions is still unfavourable coupled with a lower steel prices in China due 
to higher steel supply but lower demand.  ZZS has initial discussion with a 
prospective investor who is in the business of tire recycling in China.  This 
projected investment will be installed in ZZS Plant and will have a positive 
impact to our China operation.   
 
Revenue increased by 102% to Ps. 736 million compared to a year ago of Ps. 
363 million with ZZS contributing 100% of the Group sales. The Corporation 
however registered a 123% increase in gross profit of Ps. 49 million in 2018 
compared to a gross loss of Ps. 22 million in 2017.  Although ZZS 
performance slightly recovered in the last quarter, the general production and 
marketing activity still depended on a lower market price and demand due to 
over-supply of steel products in the China market and coupled with the nil 
operation of TSC, our group losses was reduced by 83% from a negative 
Ps.860 million to Ps.143 million. 
  
Operating expenses went down to Ps.191 million or 79% lower from the 2017 
level of Ps. 889 million. The major factor for the lower operating expenses 
were in the following accounts: a) nil provision for impairment loss; taxes and 
licenses by 40%; transportation and travel by 40%; and professional fees by 
77%.   
 
       -   Financial Condition 
 
Total assets is still stable as it went down by a merely 2% to Ps. 4,588 million 
in 2018 from last year’s figure of Ps. 4,688 million.   The decrease was 
primarily due to the liquidation of trade receivables by about Ps.107 million or 
40% from Ps. 266 million last year to Ps. 158 million.  There were some 



minimal increases and decreases in the other assets accounts, current 
provision for impairment loss on property, plant and equipment for Ps. 683 
million; inventories by 5% to Ps. 360 million from Ps.380 million; other 
current assets and prepayments by 15% from Ps. 30 million to Ps. 25 million.  
The current financial conditions of the Group were attributable significantly 
due to ZZS minimal but stable operating activity and TSC’s nil production, 
sales and marketing activity primarily due to prolonged power crisis and not 
so competitive market price and conditions.  Current assets accounted for 21% 
and 22% respectively for 2018 and 2017.  
 
In 2018, total liabilities went down by 25% or Ps. 1,401 million from Ps. 
5,586 million to Ps. 4,185 million. There were significant decreases in accrued 
payable by 22% or Ps. 25 million from Ps. 114 million to Ps. 90 million; 
withholding tax payable by 16% or Ps. 0.7 million from Ps. 4.0 million to Ps. 
3.4 million; loans payable decreased by 2% or Ps. 17 million from Ps. 1,048 
million to Ps. 1,031 million; and due to related parties by 41% or Ps.1,473 
million from Ps. 3,560 million to Ps. 2,087 million. 
Our resulting capital base has recovered significantly to a positive Ps. 402 
million as of 2018 from a negative equity of Ps. 898 million in 2017.  With the 
102% increase in revenue generated by ZZS, the deposit for future 
subscriptions of Ps. 1,500 million and coupled with lower operating expenses, 
the deficit was totally erased.  As a result of the appreciation in our capital 
base, debt to equity ratio improves also to 10.41:1 from a year ago of -6.1:1. 
 
       -   Causes for any Material Changes in the Balance Sheet Accounts: 
                                            
•    Cash and cash equivalents increased significantly by 89% to Ps. 65 
million from Ps. 34 million a year ago brought about by a significant 
liquidation in the trade accounts. 
 
• Trade and other receivable went down by Ps. 107 million or 40% from Ps. 
265 million to Ps. 158 million due to enhanced collection activity both 
domestic and abroad. 
 
•    Inventories slightly went down by Ps. 3.5 million or 1% from Ps. 361 
million to Ps. 357 as ZZS is still operating at less capacity  
 
•    Creditable withholding and value-added taxes slightly went down by 2% 
or Ps. 5 million from Ps. 294 million to Ps. 289 million respectively for the 
years 2017 and 2018 primarily due to minimal business activities. 
 
•  Property, plant and equipment remains constant and stable at Ps. 3.4 
billion level as there was no provision for impairment loss for the current year.  
 
•   Other non-current assets remain constant at Ps. 19 million respectively 
for the year 2018 and 2017  



 
•    Trade and other payables went up by 13% or Ps. 110 million from       
Ps. 818 million to Ps. 928 million notably in trade payables by Ps. 50 million ; 
deposit received by Ps. 41 million and tax payables by Ps. 21 million.  
 
•    Loans payable went down by Ps. 17 million or 2% from Ps. 1,048 
million to Ps. 1,031 million as a result of short-term renewal of credit facilities 
of ZZS for their production and selling activities. 
 
•    Equity appreciated significantly to a positive Ps. 402 million from a 
negative Ps. 898 million a year ago.  This appreciation was brought about by 
the increase in the consolidated revenue, coupled with lower operating 
expenses and the deposits for future subscriptions. 
 
e.   2017 versus 2016 
 
- Results of Operations 
 
The Corporation registered a net loss of Ps. 860 million in 2017 compared to a 
net loss of Ps. 419 million a year ago. The significant increases in net loss 
were brought about by the provision of impairment loss in the property, plant 
and equipment of TSC. Although TSC is non-operating for the last five years, 
the prospect of having for the right investors is still active as there were 
several groups who have visited the plant.  ZZS recovered in the last quarter 
and resulted in gross profit however the overall market conditions is still 
unfavourable coupled with a lower steel prices in China due to higher steel 
supply but lower demand. TSC as previously reported has nil operation while 
TKC has minimal production and sales activity resulting to net loss of Ps.742 
million and Ps. 281  million respectively. 
 
Revenue increased by 34% to Ps. 364 million compared to a year ago of Ps. 
272 million. Of the total sales, ZZS generated Ps. 363 million while TKC 
recorded only Ps. 0.35 million.  TSC has stop operation since 2013 brought 
about by a   prolonged power crisis and the scarcity of raw material supply in 
Mindanao.   
 
The Corporation registered a gross profit of Ps.  22 million in 2017 compared 
to a gross loss of Ps. 56 million in 2016.  Although ZZS performance slightly 
recovered in the last quarter, the general production and marketing activity 
still depended on a lower market price and demand due to over-supply of steel 
products in the China market and coupled with the nil operation of TSC, our 
group losses increased significantly by 105% from Ps. 419 million to Ps. 867 
million. 
  
Operating expenses went up by Ps.527 million or 146% higher from the 2016 
level of Ps. 362 million. The major factor of increased operating expenses 



were in the following accounts: a) current provision for impairment loss on 
property plant and equipment; utilities expense by 128%; taxes and licenses 
by 690%; professional fees by 780% and interest expense by 12%.   
 
       -   Financial Condition 
 
Total assets went down by 11% to Ps. 4,688 million in 2017 from last year’s 
figure of Ps. 5,244 million.   The significant decrease was primarily due to the 
current provision for impairment loss on property, plant and equipment for Ps. 
683 million; inventories by 5% to Ps. 360 million from Ps.380 million; other 
current assets and prepayments by 15% from Ps. 30 million to Ps. 25 million.  
The current financial conditions of the Group were attributable significantly 
due to ZZS minimal operating activity and TSC’s nil production, sales and 
marketing activity primarily due to prolonged power crisis and not so 
competitive market price and conditions.  Current assets accounted for 22% of 
total assets in 2017 compared to 19% in 2016 resulting in almost the same 
current ratio of 0.2:1 in 2017.   
In 2017, total liabilities went up by 3% or Ps. 172 million from Ps. 5,414 
million to Ps. 5,586 million. There were significant increases in trade payable 
by 6% or Ps. 49 million from Ps. 7680 million up to Ps. 818 million; accrued 
expenses increased by 144% or Ps. 67 million from Ps. 47 million to Ps. 114 
million; loans payable increased by 4% or Ps. 38 million from Ps. 1,010 
million to Ps. 1,048 million; and due to related parties 1% or Ps. 37 million 
from Ps. 3,523 million to Ps. 3,560 million. 
 
Our capital base was adversely affected by the continued non-operation and 
slower business activity in our two steel subsidiaries coupled with lower steel 
price and demand and the current provision for impairment loss in the 
property, plant and equipment resulting to deficit equity of Ps. 898 million 
compared to Ps. 170 million a year ago. The decline was primarily attributable 
to the decrease in retained earnings as a result of the net loss for the year of 
Ps. 860 million although this was reduced with a favorable currency 
translation adjustment of Ps. 130 million. As a result of the decline in capital 
base, debt to equity ratio went down to -6.18:1 from a year ago of -31.84. 
 
       -   Causes for any Material Changes in the Balance Sheet Accounts: 
                                            
•    Cash and cash equivalents increased slightly by 11% to Ps. 34 million 
from Ps. 31 million a year ago brought about by the continuing slower market 
activity. 
 
x Trade and other receivable went up by Ps. 55 million or 26% from Ps. 210 

to Ps. 265 million due to last quarter closed sales contract by ZZS both 
domestic and abroad. 

 



•    Inventories slightly went down by Ps. 20 million or 5% from Ps. 380 
million to Ps. 361 million due to improved production and sales activity in 
ZZS.  
 
•    Creditable withholding and value-added taxes remain constant at Ps. 295 
million respectively for the years 2017 and 2016 primarily due to slower 
business activities. 
 
• Other current assets went down by Ps. 4 million or 15% from Ps. 30 
million to Ps. 25 million due to liquidation of advances from suppliers and 
prepaid others. 
  
•  Property, plant and equipment went down by Ps. 607 million from         
Ps. 4, 012 million a year ago to Ps. 3,405 or 15% as a result of provision of 
impairment loss in TSC   
 
•   Other non-current assets increased by 69% or Ps. 13 million from a year 
ago of Ps. 18 million to Ps. 31 million primarily due to  advances and deposits 
to contractors and suppliers. 
 
•    Trade and other payables went up by 12% or Ps. 105 million from       
Ps. 850 million to Ps. 955 million notably in trade payables by 6%; accrued 
expenses by 144% however there were also significant decreases in deposits 
received by 100% and other payables account that offset the increases. 
 
•    Loans payable was increased by Ps. 38 million or 4% from Ps. 1,010 
million to Ps. 1,048 million as a result of short-term renewal of credit facilities 
of ZZS in relation to their requirement in production and selling activities. 
 
•    Equity dropped to negative Ps. 898 million or 428% lower from a year 
ago of Ps. 170 million as a result of the net loss for the year of Ps.860 million. 
The group loss was primarily affected by the provision of impairment loss in 
the group property, plant and equipment for Ps. 683 million although the 
deficit was reduced with a favorable currency translation adjustments of      
Ps. 130 million. 

 
  f.    Key Performance Indicators 
                  
                  

Performance Ratios          2019          2018 2017 
Revenue Growth (%) -23% 102% 34% 
Gross Profit Margin (%)    5% 6 % 6% 
Basic Loss per share 1/ (Ps. 0.21 ) (Ps. 0.15) (Ps. 0.90)  

Current Ratio                    
2/ 

0.2    0.2 0.2 



Debt-to-Equity Ratio        
3/ 

18.56 (10.42) (6.2) 

Return on Equity               
4/        

-0.67 0.58 (1.61) 

                  
                  1/ Net income applicable to majority shareholders/weighted average of 

outstanding common shares 
                  2/ Total current assets/total current liabilities 
                  3/ Total liabilities/equity 
                  4/  Net income /total equity (average) 
 
 

g.   Other Matters 
 

There were no known trends, demands or uncertainties that will have a 
material impact on the Corporation’s liquidity.  The Corporation does not 
anticipate any cash flow or liquidity problems within the next twelve (12) 
months and is not at default or breach of any note, loan, lease or other 
indebtedness or financing arrangement requiring it to make payments.  No 
significant amounts of trade payables have been unpaid within the stated   

      trade terms. 
           

There are no known trends, or events, uncertainties that have had or that 
are reasonably expected to have a material favorable or unfavorable 
impact on net sales/revenues/income from continuing operations nor any 
events that will trigger direct or contingent financial obligation that is 
material to the Corporation, including any default or acceleration of an 
obligation. 

 
- There are no material off-balance sheet transactions, arrangements 

obligations (including contingent obligations), and other relationship of 
the Corporation with unconsolidated entities or other persons created 
during the reporting period. 

 
- There were no seasonal aspects that had a material impact on the financial 

condition or results of operations of the Corporation. 
 
                   -     Any material commitments for capital expenditure: 

 
The Corporation conducted a Follow-On Offering on November 23, 2007 
that raised gross proceeds of Ps. 2, 275 million to finance expansion and 
development plans of its two (2) subsidiaries, TSC and ZZS. These 
projects are on-going both in our China and Iligan plants.  

 



- There were no significant elements of income or loss that did not arise 
from the registrant’s continuing operations except as presented in the        
Management Discussion and Analysis. 

 
ITEM 7 – Financial Statements 

 
Please refer to the attached audited consolidated financial statements of the 
Corporation as at and for the year ended December 31, 2019 which have been 
prepared in accordance with Philippine Financial Reporting Standards, as audited 
by Reyes Tacandong & Co. 
 
 

 
ITEM 8  -  Changes in and Disagreement with Accountants on Accounting and 
Financial Disclosure 

 
Reyes Tacandong & Co. was appointed as external auditor for the years ended 
December 31, 2019, 2018 and 2017 to comply with the rotation of external 
auditors every 5 years.  For the years ended December 31, 2010 and prior years, 
the external audit of the annual financial statements was performed by SGV & 
Co.   
 
There were no disagreements with the external auditors on any matter pertaining 
to accounting and financial disclosure.  
 
 
 
  PART III – CONTROL AND COMPENSATION INFORMATION 

 
ITEM 9 -  Directors and Executive Officers   

 
The Corporation’s Board of Directors is responsible for the overall management 
of the business and assets of the Corporation. The Board of Directors is composed 
of eleven (11) members, each of whom serves for a term of one (1) year until 
his/her successor is duly elected and qualified. 
 
 
Board of Directors 
 
The following incumbent members of the Board of Directors of the Corporation 
were elected during the Annual Stockholders Meeting held on 25th of October 
2018. There was no Annual Stockholder’s Meeting held for the year 2019. 

Ben C. Tiu, Filipino, 67, is the Chairman of the Corporation. Mr. Tiu is also the 
President of JTKC Equities, Inc., and Union Pacific Ace Industries, Inc.  Mr. Tiu 
is the Chairman of The Discovery Leisure Co., the owner of Discovery Suites 



Hotel, The Country Suites at Tagaytay and Discovery Shores Boracay. He served 
as Chairman and CEO of iRemit, Inc. from 2001 until 2004 and as Director from 
May 2006 to present. He is also Executive Vice President of Hotel System Asia, 
Inc., JTKC Realties Corporation and Executive Vice President and Treasurer of 
Aldex Realty Corporation, Inc., Treasurer of TERA Investments, Inc. Mr. Tiu is 
also a Corporate Nominee in the Philippine Stock Exchange of Fidelity Securities, 
Inc. and formerly the Chairman of the Board of Sterling Bank of Asia, Inc., and 
Vice Chairman of the Board and Chairman of the Executive Committee of 
International Exchange Bank.  He holds a Masters in Business Administration 
from the Ateneo de Manila University and a degree in Mechanical Engineering 
from Loyola Marymount University, USA. 

Domingo S. Benitez Jr., Filipino, 64, is a Director and the President of the 
Corporation.  His main expertise and line of business is in solution system 
provider in the Mechanical works involving Water, Waste water, Oil & Gas and 
Hydro Power Industry.  He did also a couple of major projects in Brunei such as 
EPC Company for the upgrading of fire fighting for the Brunei Shell Marketing 
Depot Terminal, Water, Sewerage and Treatment Plant.  He was previously the 
Business Development Manager-Asia Pacific of Emech Control Ltd.-New 
Zealand from April 206 to October 2008.  He was also the Project Manager-
Process of Tyco Flow Control Pacific Pty Ltd.,- New Zealand from November 
2005 to February 2006.  He also works as the Business Development Manager & 
Project Manager of Beaver Company-Brunei from January 1992 to August 2005.  
Mr. Benitez earned his Bachelor of Science Degree in Mechanical Engineering 
from Far Eastern University in 1979. 

Ignatius F. Yenko, Filipino, 68, is a Director and Vice-Chairman of the 
Corporation.  He is likewise a Director of Sterling Bank of Asia and member of 
the Executive Committee, Audit Committee, Risk Committee, Nomination and 
Compensation Committee and Loan Committee of the bank.  He was 
Management Consultant for Cyan Management Corporation from July 2003 to 
December 2008.  He was previously First Vice-President of Philippine Long 
Distance Telephone Company until his resignation in July 2003.  Mr. Yenko was 
formerly a Vice President at The Chase Manhattan Bank, N.A. where he worked 
for almost 11 years. He graduated with honors from the Ateneo de Manila 
University with a Bachelor of Arts degree in Economics.  He holds a Master in 
Business Management degree from the Asian Institute of Management and was a 
recipient of the Claude M. Wilson National Scholarship Grant. 

A. Bayani K. Tan, Filipino, 64, is a Director of the Corporation. He is currently a 
Director, Corporate Secretary or both of the following reporting and/or listed 
companies:  Belle Corporation (May 1994-present), Coal Asia Holdings, Inc. 
(July 2012-present), Destiny Financial Plans, Inc. (2003-present), First Abacus 
Financial Holdings Corporation (May 1994-present), I-Remit, Inc. (May 2007-
present), Pacific Online Systems Corporation (May 2007-present), Philequity 



Balanced Fund, Inc. (March 2010-present), Philequity Dollar Income Fund, Inc. 
(March 1999-present), Philequity Foreign Currency Fixed Income Fund, Inc. 
(March 2010-present), Philequity Fund, Inc. (June 1997-present), Philequity Peso 
Bond Fund, Inc. (June 2000-present), Philequity PSE Index Fund, Inc. (February 
1999-present), Philequity Resources Fund, Inc. (March 2010-present), Philequity 
Strategic Growth Fund, Inc. (April 2008-present), Sinophil Corporation 
(December 1993-present),  Tagaytay Highlands International Golf Club, Inc. 
(November 1993-present), Tagaytay Midlands Golf Club, Inc. (June 1997-
present), The Country Club at Tagaytay Highlands, Inc. (August 1995-present), 
The Spa and Lodge at Tagaytay Highlands, Inc. (December 1999-present), 
Vantage Equities, Inc. (January 1993-present) and Yehey! Corporation (June 
2004-present).  Mr. Tan is also the Corporate Secretary and a Director of Sterling 
Bank of Asia Inc. since December 2006.  He is also a Director, Corporate 
Secretary, or both for the following private companies: Destiny LendFund, Inc. 
(December 2005-present), Discovery World, Inc. (March 2013 as Director, July 
2003 –present as Corporate Secretary), Monte Oro Resources & Energy, Inc. 
(March 2005-present) Palm Concepcion Power Corporation (January 2013-
present), and Pharex HealthCorp. (March 2012-present), among others. Atty. Tan 
is Managing Partner of the law offices of Tan Venturanza Valdez (1988 to 
present), Managing Director/President of Shamrock Development Corporation 
(May 1988-present), President of Catarman Chamber Elementary School 
Foundation, Inc. (August 2012-present) and Managing Trustee of SCTan 
Foundation, Inc. (1986-present). He is currently the legal counsel of Xavier 
School, Inc. 

Atty. Tan holds a Master of Laws degree from New York University USA (Class 
of 1988) and earned his Bachelor of Laws degree from the University of the 
Philippines (Class of 1980) where he was a member of the Order of the Purple 
Feather (U.P. College of Law Honor Society) and ranked ninth in his class.  Atty. 
Tan passed the bar examinations in 1981 where he placed sixth. He has a 
Bachelor of Arts major in Political Science degree from the San Beda College 
(Class of 1976) from where he graduated Class Valedictorian and was awarded 
the medal for Academic Excellence. 

Antonio Jacob Elizaga, Filipino, 53, is the Treasurer and Director of the 
Corporation.   

Alexander Y. Tiu, Filipino, 44, is a Director of the Corporation. He is President 
of Goodyear Steel Pipe Corporation and Executive Vice-President of British Wire 
Industries Corporation and Goodway Marketing Corporation.  Mr. Tiu earned his 
Bachelor’s Degree in Economics from Simon Fraser University in 1999. 



Enrico G. Valdez, Filipino, 59, is a Director of the Corporation.  He is likewise a 
Director of Manta Ray Holdings, Inc., Lion City Landholdings, Inc. and Harbor 
Holdings Company, Inc. and Corporate Secretary of TBWA Santiago Mangada 
Puno Advertising, Inc. and Jan De Nul (Phils.), Inc. He is a Partner of Tan 
Venturanza Valdez and Treasurer of T & V Realty Holdings Inc. He took up his 
Bachelor of Science Degree in Business Administration from the Philippine 
School of Business Administration and his Bachelor of Laws Degree from the 
Ateneo de Manila University.  He also has a Master Degree in Business 
Administration from the University of the Philippines.  He is a member of the 
Integrated Bar of the Philippines and Philippine Institute of Certified Public 
Accountants.  He served as former Director of the Tax Management Association 
of the Philippines and former Vice Chairman of the Taxation Committee of the 
Inter-Pacific Bar Association. 

Vicente V. de Villa, Jr., a Filipino, 86, is an Independent Director of the 
Corporation.  He currently holds the position of Chairman and President of 
VICON Realty Corporation (1972-present), Director of Heavenly Angel 
Memorial Park (2006-present), EL Message Services (2006-present) and ELAD 
Telecom Phils., Inc. (2006-present). He is also the Executive Director of EL 
Enterprises, Incorporated, EL International Holdings (BVI) Limited (1989-
present). Likewise, he is a Foreign Representative of JDP International (USA), 
Central International Corporation (KOREA), NW Technologies International, Inc. 
(USA) and BSI Corporate Services (ITALY).  He holds a Bachelor of Laws 
Degree from Ateneo de Manila, Padre Faura. 

Prudencio C. Somera, Jr., Filipino, 75, is a Director of the Corporation.  He is  
an Independent Director of Basic Petroleum Corporation (1997-present), another 
publicly-listed corporation, and Director of Philcomsat Holdings Corporation 
(2004-present). He is a member Board of Advisers of Basic Energy Corporation 
since August 2008 (board member, 1977 – 2008).  He was previously Director of 
iVantage, Inc. (1998-2000) and Acoje Oil Exploration and Minerals Corporation 
(1997-1999).  A columnist of Philippine Daily Inquirer, he holds a Master of 
Business Administration Degree from the University of the Philippines. 
 
Victor C. Fernandez, Filipino, 76, is an Independent Director of the 
Corporation. He holds a Bachelor of Laws degree from the University of the 
Philippines (Class of 1971) where he was a member of the Order of the Purple 
feather (U.P. College of Law Honor Society) and ranked tenth in his class.  He 
has a Bachelor of Arts major in Economics degree from the University of the 
Philippines (Class of 1967). 
 
Atty. Fernandez served as Deputy Ombudsman for Luzon from 2003 to 2010.  He 
also practiced law as Partner in the Fernandez Pacheco & Dizon Law Offices.  He 
currently serves as Commissioner on the Commission on Bar Discipline of the 
Integrated Bar of the Philippines and received several awards including the 
Distinguished Service Award of the Integrated Bar of the Philippines and awarded 



as the Most Outstanding Commissioner of the Commission on Bar Discipline 
(1995 to 1997). 
 
Pablito C. Bermundo, Filipino, 77, is an Independent Director of the 
Corporation.  He holds a Bachelor of Science degree in Commerce – Accounting 
and is a Certified Public Accountant.  He is currently a Director/Consultant in 
Symrise, Inc., a company where he was once the Chief Executive Officer.  
Symrise, Inc. is engaged in the manufacture and marketing of flavors and 
fragrances.  He is also currently serving as Executive Director of the Texicon 
Group of Companies. 
 
Mr. Bermundo served as Chairman and Director of Sicaf Scientific, Inc., and held 
managerial positions in 3M Philippines (as Finance Director), Evertex Industries, 
Inc. (as Manager of Treasury and Banking Department).  Mr. Bermundo also 
served as the President of the Rotary Club of San Juan North from 2006 to 2007. 
 
 
Executive Officers 
 
 Domingo S. Benitez Jr.    -    President and Chief Operating Officer 
 
Antonio Jacob Elizaga – Treasurer 

Wilfrido O. Gamboa, Filipino, 65, is the Head of Corporate Services and 
Chief Compliance Officer of the Corporation.  Before he joined the Corporation, 
he was president of Fabricom Realty & Development Corporation.  Previous 
experiences of Mr. Gamboa include fund sourcing, rehabilitation planning and 
debt portfolio restructuring.  He has also experiences in the real property sector 
with tasks including developing new real estate projects.  He graduated with a 
degree of Bachelor of Arts in Economics and Bachelor of Science in Business 
Administration from De La Salle University. 

Efren A. Realeza, Jr, Filipino, 59, is the Head of Accounting Services and 
OIC-Chief Finance Officer of the Corporation.  Prior to joining the Corporation,   
he was the Audit Manager of VBP Group of Companies-Dermpharma and 
Dermclinics, Triumph Development Corporation - a cement manufacturing 
company with overseas operation and Ajinomoto Philippines Corporation and 
later as Cost Accounting Manager.  He   managed also the financial performance 
of the following subsidiaries of APC like Flavor Food Products International Inc., 
Union Hikari Fertilizer International, Inc. and Global Cebu Foods Corporation. 
He graduated with a degree of Bachelor of Science in Accountancy from the 
Polytechnic University of the Philippines.  He is a Certified Public Accountant.   

Ann Margaret K. Lorenzo, Filipino, 31, is the Corporate Secretary of TKC 
Metals Corporation. She is currently the Corporate Secretary of the following 
companies: Athena Ventures, Inc. (2017 to date), and Galileo Software Services 



Inc. (2015 to date). She is likewise the Assistant Corporate Secretary of the 
following listed companies: Crown Asia Chemicals Corporation (2017 to date), 
Coal Asia Holdings, Inc. (2017 to date), I-Remit, Inc. (2017 to date), and Vantage 
Equities, Inc. (2017 to date) and Assistant Corporate Secretary of the following 
reporting companies: Philequity PSE Index Fund, Inc. (2017 to date), Philequity 
Fund, Inc. (2017 to date), Philequity Peso Bond Fund, Inc. (2017 to date), 
Philequity Dollar Income Fund, Inc. (2017 to date), and Philequity Dividend 
Yield Fund, Inc. (2017 to date). She is also Assistant Corporate Secretary of the 
following private companies: Philequity Strategic Growth Fund, Inc. (2017 to 
date), Philequity Balanced Fund, Inc. (2017 to date), Philequity Resources Fund, 
Inc. (2017 to date), Philequity Foreign Currency Fixed Income Fund, Inc. (2017 
to date), Aldex Realty Corporation (2017 to date), Oakridge Properties, Inc. (2017 
to date), Etruscan Resources Philippines, Inc. (2015 to date), and Tao Mohin 
Resources, Inc. (2015 to date). 

Ms. Lorenzo is an Associate at Tan Venturanza Valdez. She obtained her 
Bachelor of Arts degree in English Studies and Juris Doctor degree from the 
University of the Philippines in 2010 and 2014, respectively. She was admitted to 
the Philippine bar in April 2015. 

 
Significant Employees 
 
Although the Corporation has and will likely continue to rely significantly on the 
continued individual and collective contributions of its senior management team, 
the Corporation is not dependent on the services of any particular employee. It 
does not have any special arrangements to ensure that any employee will remain 
with the Corporation and will not compete upon termination. 
 
 
Family Relationships 
 
Messrs. Ben C. Tiu and Alexander Y. Tiu, all Directors of the Corporation, are 
siblings. 
 

            Involvement in Certain Legal Proceedings 
    

None of the members of the Corporation’s Board of Directors and its Executive 
Officers are involved in criminal, bankruptcy or insolvency investigation or 
proceedings against them. 

 
 
 ITEM 10 – Executive Compensation 
               

As discussed under Item 1, Part I, above, we had initiated corporate restructuring 
that involved the (a) change in primary purpose from being a provider of 



complete IT solutions to that of a holding company, (b) change in corporate name 
from SQL*Wizard to TKC Steel, (c) increase in authorized capital, and (d) 
assignment and/or sale of all and/or substantially all of the IT business assets to a 
new corporation. After effecting all these changes, new sets of members of Board 
of Directors and Executive Officers were appointed on various dates in 2007.  The 
executive compensation information that is presented below covered the 
Executive Officers and Directors of TKC for 2018, 2019 and 2020. 
 
All members of the Board of Directors receive per diem per meeting only. 

       
                                                                   2018                     
Name and Principal Position Salary (Annual) Bonus Other Annual 

Compensation 
Ignatius F. Yenko 
Vice-Chairman 

   

Anthony S. Dizon 
President and Chief Operating 
Officer 

   

Wilfrido O. Gamboa 
Head of Corporate Services and  
Chief Compliance Officer 

   

Efren A. Realeza Jr. 
Head of Accounting Services 

   

Aggregate Compensation of all  
Above-named Officers 

 
5,136,500 

  

Aggregate Compensation of all 
above- 
Named Officers and Directors 

 
5,151,500 

                                                    

 
 
 

2019 
Name and Principal Position Salary 

 (Annual) 
 

Bonus 
Other Annual 
Compensation 

Ignatius F. Yenko 
Vice-Chairman 

 
 

  

Domingo S. Benitez Jr. 
President and Chief Operating 
Officer 

   

Wilfrido O. Gamboa 
Head of Corporate Services/  
Chief Compliance Officer 

   

Efren A. Realeza Jr. 
Head of Accounting Services 

   

Aggregate Compensation of all  
Above-named Officers 

 
4,036,500 

  



Aggregate Compensation of all 
Above-named Officers and 
Directors 

 
4,036,500 

  

 
 
 

2020 (Estimated) 
Name and Principal Position Salary 

 (Annual) 
 

Bonus 
Other Annual 
Compensation 

Ignatius F. Yenko 
Vice-Chairman 

 
 

  

Domingo S. Benitez Jr. 
President and Chief Operating 
Officer 

   

Wilfrido O. Gamboa 
Head of Corporate Services/  
Chief Compliance Officer 

   

Efren A. Realeza Jr. 
OIC-Chief Finance Officer 

   

Aggregate Compensation of all  
Above-named Officers 

 
4,166,500 

  

Aggregate Compensation of all 
Above-named Officers and 
Directors 

 
4,221,500 

  

 
 
ITEM 11 - Security Ownership of Certain Record and Beneficial Owners and 
Management 
 

Security Ownership of Certain Record and Beneficial Owners 
 

As of December 31, 2019, the following stockholders beneficially own more than 
5% of the Corporation’s Outstanding and Issued Common Shares: 
 

 
         

Title of 
Class 

Name/Address 
of Record 
Owner & 
Relationship 
with 
Issuer 

Name of  
Beneficial  
Owner & 
Relationship 
with Record 
Owner 

Citizenship Number of 
   Shares 

Percentage 
      Of 
   Holdings 

 
Common 

 
Star Equities, 
Inc. 
2nd Floor, 

  
Filipino 

 
667,000,598 

    
70.96% 



JTKC Center 
2155 Pasong 
Tamo 
Makati City 
   

Common PCD Nominee 
Corporation 

  
Filipino 

           
268,330,021 

 
28.54% 

      
 
 
            Security Ownership of Directors and Management 
 
                       

Title of 
Each 
Class 

Name of 
Record/Beneficial Owner 

Number of Shares 
and Nature of 
Record/ 
Beneficial Ownership 

Percentage  

 
Common 

 
Tiu, Alexander Y. 
Tan, A. Bayani K. 
De Villa, Vicente V. 
Benitez, Domingo S. Jr. 
Somera, Jr., Prudencio C. 
Tiu, Ben C. 
 

 
1 
1 
1 
1 
1 
1 

 
-- 
-- 
-- 
-- 
-- 
-- 

  
Elizaga, Antonio Jacob 
Valdez, Enrico G. 
Yenko, Ignatius F. 
Pablito B. Bermundo 
Victor C. Fernandez 
 
 

 
1 
1 
1 
1 
1 
 

 
-- 
-- 
-- 
-- 
-- 

 
 
            Voting Trust Holders of 5% or more 

 
There is no person holding more than 5% of any class of the Corporation’s 
securities under a voting trust or similar agreement. 
 

 
 
 
 
 
 



ITEM 12 – Certain Relationship and Related Transactions  
 
         The Corporation entered into the following transactions with related parties: 
 
             

Date of 
Execution 

Parties Nature Cause/Consideration 

April 30, 
2007  
 
 

TKC and 
Star 
Equities, 
Inc. (SEI) 

Agreement for 
Assignment of  
Advances 

Acquisition at cost of the entire 
interest in the advances of SEI in 
Billions Steel International 
Limited 

June 29, 
2007 
 

TKC and 
Billions 

Absolute Deed 
of 
Assignment of 
Shares 

Billions assigned all its rights and 
interests in 479,997 fully paid 
shares in Treasure Steel (TSC) for 
a total of consideration  of 
Ps. 47,997,000.00 

June 29, 
2007 

TKC and 
TSC 

Marketing 
Agreement 

TSC appointed TKC as the 
exclusive sales and marketing 
channel of all its products and 
gave TKC the right to enter into 
agreements with third parties to 
carry out said purpose. Under the 
Agreement, both parties 
acknowledge the existing 
agreement between TSC and Steel 
Alliance and thus, TKC assumed 
all the obligations of TSC to Steel 
Alliance. 

                                                                                                
           
                
     PART IV  -  CORPORATE GOVERNANCE 
 
 
ITEM 13 – Corporate Governance 
 

The Corporation, through its Compliance Officer, Wilfrido O. Gamboa, has 
monitored   the Corporation’s compliance with SEC Memorandum Circular No. 
60, Series of 2009, No. 20, Series of 2013 and other relevant SEC Circulars on 
Corporate Governance and with the Manual of Corporate Governance adopted by 
the Company.   For the year 2019 corporate governance seminar, our Corporate 
Secretary and a Director have attended the seminar on Ethical  Decision-
Making Workshop and Advance Corporate Governance Training Program 
respectively  

 
 



 
                           PART V  -  EXHIBITS AND SCHEDULES  
 
 ITEM 14 – Exhibits and Reports on SEC Form 17-C 
 
         The Corporation has filed the SEC Form 17-C reports during the fiscal year ending 
December 31, 2019: 

    
Date Filed Items Reported 
07 October 2019  Change in Corporate Details and/or Website  
17 June 2019 Comprehensive Corporate Disclosures on Issuance of 

Shares 
23 May 2019 Amendment to Articles of Incorporation on the 

Approved Increase in Authorized Capital Stock  
23 May 2019 Material Information on the number of shares to be 

issued out of increase in authorized capital stock and 
issue price 
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INDEPENDENT AUDITORS͛ REPORT 
 
 
 
The Stockholders and the �oard of Directors 
T<C Metals Corporation 
hnit �ϭͲA/C, Ϯnd Floor 
�uilding �, <arriǀin Plaǌa 
Ϯϯϭϲ Chino Roces Aǀenue Eǆtension 
Makati City 
 
 
Kpinion 

te  haǀe  audited  the  consolidated  financial  statements  of  T<C  Metals  Corporation  and  Subsidiaries  
(the 'roup), ǁhich comprise the consolidated statements of financial position as at December ϯϭ, ϮϬϭϵ 
and    ϮϬϭϴ,  and  the  consolidated  statements  of  comprehensiǀe  income,  consolidated  statements  of 
changes  in equity and consolidated statements of cash floǁs for the years ended December ϯϭ, ϮϬϭϵ, 
ϮϬϭϴ and ϮϬϭϳ, and notes to the consolidated financial statements,  including a summary of significant 
accounting policies. 

In  our  opinion,  the  accompanying  consolidated  financial  statements  present  fairly,  in  all  material 
respects,  the consolidated  financial position of  the 'roup as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, and  its 
consolidated  financial performance and  its consolidated cash floǁs for  the years ended December ϯϭ, 
ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ in accordance ǁith Philippine Financial Reporting Standards (PFRS). 

Basis for Kpinion 

te  conducted  our  audits  in  accordance  ǁith  Philippine  Standards  on  Auditing  (PSA).    Our 
responsibilities  under  those  standards  are  further  described  in  the  Auditors’  Zesponsibilities  for  the 
Audit of the Consolidated Financial Statements section of our report.  te are independent of the 'roup 
in accordance ǁith  the Code of Ethics  for Professional Accountants  in  the Philippines  (Code of Ethics) 
together  ǁith  the  ethical  requirements  that  are  releǀant  to  the  audit  of  the  consolidated  financial 
statements in the Philippines, and ǁe haǀe fulfilled our other ethical responsibilities in accordance ǁith 
these  requirements and  the Code of  Ethics.   te belieǀe  that  the audit  eǀidence ǁe haǀe obtained  is 
sufficient and appropriate to proǀide a basis for our opinion. 

Daterial hncertainty Zelated to 'oing Concern 

The  'roup’s  main  steel  manufacturing  subsidiaries,  Treasure  Steelǁorks  Corporation  (Treasure)  and 
�hang�hou  Stronghold  Steel torks  Co.  Ltd.  (��  Stronghold)  located  in  Iligan  City  and  yiamen,  China, 
respectiǀely, haǀe been  incurring continuing  losses.   The 'roup has consolidated  total  comprehensiǀe 
loss of Pсϭϳϵ.Ϭ million, Pсϭϵϵ.ϰ million and PсϳϮϴ.ϰ million for the years ended December ϯϭ, ϮϬϭϵ, ϮϬϭϴ 
and ϮϬϭϳ, respectiǀely.  Treasure has ceased operations in ϮϬϭϯ.  Moreoǀer, the tǁo subsidiaries had to 
suspend  its  plant  construction  proũects ǁhich  aggregated  Pсϯ,ϬϮϰ.Ϯ million  and  Pсϯ,ϭϬϮ.ϯ million  as  at 
December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, respectiǀely. 

These eǀents or conditions, along ǁith other matters disclosed in Note ϭ, indicate a material uncertainty 
that may cast significant doubt on the 'roup’s ability to continue as a going concern. 
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The  'roup’s  related  parties,  hoǁeǀer,  haǀe  continued  to  proǀide  the  necessary  financial  support  to 
sustain  operations  and  to meet  the 'roup’s maturing  obligations.    As  at  December  ϯϭ,  ϮϬϭϵ,  due  to 
related parties aggregated PсϮ,Ϯϱϱ.ϱ million.   

The  'roup  has  also  been  negotiating  ǁith  prospectiǀe  inǀestors  for  financing  the  diǀersification  and 
resumption  of  the  'roup’s  operations  in  Iligan  City  and  the  completion  of  the  'roup’s  construction 
proũects.  The 'roup’s management plans for Treasure and �� Stronghold are disclosed in Note ϭ. 

Accordingly, the 'roup continues to prepare its accompanying consolidated financial statements using 
the going concern basis of accounting.  Our opinion is not modified ǁith respect to this matter. 

<ey Audit Datters 

<ey audit matters are those matters that, in our professional ũudgment, ǁere of most significance in our 
audit of the consolidated financial statements of the current period.  These matters ǁere addressed in 
the conteǆt of our audit of the consolidated financial statements as a ǁhole, and in forming our opinion 
thereon, and ǁe do not proǀide a separate opinion on these matters. 

In addition  to  the matter described  in  the Daterial hncertainty Zelated  to 'oing Concern  section, ǁe 
haǀe determined beloǁ as key audit matters to communicate in our report. 

 
� saluation of Property, Plant and �Ƌuipment  

 
As  at  December  ϯϭ,  ϮϬϭϵ,  the  'roup  has  property,  plant  and  equipment  amounting  to  
Pсϯ,Ϯϳϳ.ϴ million, representing ϳϱй of the total assets. 
 
The 'roup is required to perform an impairment assessment of its property, plant and equipment at 
each  reporting  date  ǁheneǀer  there  is  any  indication  of  impairment  loss.    there  the  carrying 
amount  eǆceeds  its  estimated  recoǀerable  amount,  the  asset  or  cashͲgenerating  unit  is  ǁritten 
doǁn to its recoǀerable amount.  The estimated recoǀerable amount is the higher of an asset’s fair 
ǀalue less costs to sell and ǀalue in use.   
 
Determining  the  recoǀerable  amounts  of  property,  plant  and  equipment  using  fair  ǀalue  requires 
significant ũudgment and estimation, particularly in selecting the appropriate ǀaluation methodology 
and in determining the underlying assumptions.  The fair ǀalue of property, plant and equipment are 
subũect to significant ǀariability because of changing market conditions.  Moreoǀer, the impairment 
reǀieǁ  is  significant  to our audit because  the carrying amount of  the 'roup’s property, plant and 
equipment is material to the consolidated financial statements.  Any resulting impairment loss could 
haǀe a material adǀerse impact on the 'roup’s financial position and financial performance. 

 
The fair ǀalues of the 'roup’s property, plant and equipment ǁere assessed by management based 
on  independent  ǀaluations  prepared  by  independent  property  ǀaluers.    Our  audit  procedures 
included,  among  others,  eǀaluating  the  qualifications,  eǆperience  and  competence  of  the 
independent property ǀaluers engaged by management, understanding and reǀieǁing the ǀaluation 
methods and the assumptions applied and assessing the key assumptions adopted in the ǀaluations.  
te  reǀieǁed  the  adequacy  of  the 'roup’s  disclosures  about  those  assumptions,  the  outcome  of 
ǁhich the impairment test  is most sensitiǀe, that  is, those that haǀe the most significant effect on 
the determination of the recoǀerable amount of property, plant and equipment.  
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� Net Zealiǌable salue of Inventories 

The  'roup’s  inǀentories,  ǁhich  represents  ϴй  of  the  'roup’s  total  assets,  are  accounted  for  in 
accordance  ǁith PAS Ϯ, Inventories.  As a result of the suspension of the 'roup’s operations in Iligan 
City, there has been no significant moǀement of its inǀentories in stock pile since ϮϬϭϯ.  The ǀolume 
of the 'roup’s inǀentories changes through time and the impact of the market price of the finished 
goods  due  to  changing  economic  trends  can  be  material  and  as  such  the  inǀentories  require 
significant amount of estimation and ũudgment in its determination.  

To ǀalidate the management’s assessment on the net realiǌable ǀalue of inǀentories, ǁe eǀaluated 
the  accuracy of  historical  information  and data  trends,  changing  economic  trends  applied  against 
the current balances, and  the assumptions and estimates used  in  the management assessment of 
the net realiǌable ǀalue of the inǀentories.  

Kther Information 

Management is responsible for the other information.  The other information comprises the information 
included in the SEC Form ϮϬͲIS (Definitiǀe Information Statement), SEC Form ϭϳͲA and Annual Report for 
the year ended December ϯϭ, ϮϬϭϵ, but does not include the consolidated financial statements and our 
auditors’  report  thereon.   The SEC Form ϮϬͲIS  (Definitiǀe  Information Statement),  SEC Form ϭϳͲA and 
Annual Report for the year ended December ϯϭ, ϮϬϭϵ are eǆpected to be made aǀailable to us after the 
date of this auditors’ report. 
 
Our opinion on the consolidated financial statements does not coǀer the other information and ǁe ǁill 
not eǆpress any form of assurance conclusion thereon. 

In connection ǁith our audits of the consolidated financial statements, our responsibility is to read the 
other  information  identified aboǀe ǁhen  it becomes aǀailable and,  in doing  so,  consider ǁhether  the 
other information is materially inconsistent ǁith the consolidated financial statements or our knoǁledge 
obtained in the audits or otherǁise appears to be materially misstated.  
 
Zesponsibilities  of  Danagement  and  Those  Charged  with  'overnance  for  the  Consolidated  Financial 
Statements 

Management  is  responsible  for  the  preparation  and  fair  presentation  of  the  consolidated  financial 
statements  in  accordance  ǁith  PFRS,  and  for  such  internal  control  as  management  determines  is 
necessary  to  enable  the  preparation  of  consolidated  financial  statements  that  are  free  from material 
misstatement, ǁhether due to fraud or error. 

In preparing the consolidated financial statements, management is responsible for assessing the 'roup’s 
ability  to  continue as a going concern, disclosing, as applicable, matters  related  to going  concern and 
using the going concern basis of accounting unless management either intends to liquidate the 'roup or 
to cease operations, or has no realistic alternatiǀe but to do so. 
 
Those charged ǁith goǀernance are responsible for oǀerseeing the 'roup’s financial reporting process. 
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Auditors’ Zesponsibilities for the Audit of the Consolidated Financial Statements 

Our obũectiǀes are to obtain reasonable assurance about ǁhether the consolidated financial statements 
as a ǁhole are free from material misstatement, ǁhether due to fraud or error, and to issue an auditors’ 
report  that  includes  our  opinion.    Reasonable  assurance  is  a  high  leǀel  of  assurance,  but  is  not  a 
guarantee that an audit conducted in accordance ǁith PSA ǁill alǁays detect a material misstatement 
ǁhen it eǆists.  Misstatements can arise from fraud or error and are considered material if, indiǀidually 
or  in  the aggregate,  these could reasonably be eǆpected to  influence the economic decisions of users 
taken on the basis of these consolidated financial statements. 
 
As part of an audit in accordance ǁith PSA, ǁe eǆercise professional ũudgment and maintain professional 
skepticism throughout the audit.  te also: 
 
� Identify  and  assess  the  risks  of  material  misstatement  of  the  consolidated  financial  statements, 

ǁhether due to fraud or error, design and perform audit procedures responsiǀe to those risks, and 
obtain audit eǀidence that is sufficient and appropriate to proǀide a basis for our opinion.  The risk 
of not detecting a material misstatement resulting from fraud is higher than for one resulting from 
error,  as  fraud  may  inǀolǀe  collusion,  forgery,  intentional  omissions,  misrepresentations,  or  the 
oǀerride of internal control. 

 
� Obtain an understanding of internal control releǀant to the audit in order to design audit procedures 

that are appropriate in the circumstances, but not for the purpose of eǆpressing an opinion on the 
effectiǀeness of the 'roup’s internal control. 

 
� Eǀaluate  the  appropriateness  of  accounting  policies  used  and  the  reasonableness  of  accounting 

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

and, based on the audit eǀidence obtained, ǁhether a material uncertainty eǆists related to eǀents 
or conditions that may cast significant doubt on the 'roup’s ability to continue as a going concern.  
If ǁe conclude that a material uncertainty eǆists, ǁe are required to draǁ attention in our auditor’s 
report to the related disclosures in the consolidated financial statements or, if such disclosures are 
inadequate, to modify our opinion.  Our conclusions are based on the audit eǀidence obtained up to 
the  date  of  our  auditors’  report.    ,oǁeǀer,  future  eǀents  or  conditions may  cause  the 'roup  to 
cease to continue as a going concern. 

� Eǀaluate  the oǀerall presentation,  structure and content of  the consolidated  financial  statements, 
including  the  disclosures,  and  ǁhether  the  consolidated  financial  statements  represent  the 
underlying transactions and eǀents in a manner that achieǀes fair presentation. 

 
� Obtain  sufficient  appropriate  audit  eǀidence  regarding  the  financial  information of  the entities or 

business actiǀities ǁithin the 'roup to eǆpress an opinion on the consolidated financial statements. 
te are responsible for the direction, superǀision and performance of the group audit. te remain 
solely responsible for our audit opinion. 

 
te  communicate ǁith  those  charged ǁith  goǀernance  regarding,  among  other matters,  the  planned 
scope  and  timing  of  the  audit  and  significant  audit  findings,  including  any  significant  deficiencies  in 
internal control that ǁe identify during the audit.   
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te also proǀide those charged ǁith goǀernance ǁith a statement that ǁe haǀe complied ǁith releǀant 
ethical requirements regarding independence, and communicate ǁith them all relationships and other 
matters  that may reasonably be  thought  to bear on our  independence, and ǁhere applicable,  related 
safeguards. 

From the matters communicated ǁith those charged ǁith goǀernance, ǁe determine those matters that 
ǁere of most significance in the audit of the consolidated financial statements of the current period and 
are  therefore  the key audit matters.   te describe  these matters  in our auditors’  report unless  laǁ or 
regulation precludes public disclosure about the matter or ǁhen,  in eǆtremely rare circumstances, ǁe 
determine that a matter should not be communicated in our report because the adǀerse consequences 
of  doing  so  ǁould  reasonably  be  eǆpected  to  outǁeigh  the  public  interest  benefits  of  such 
communication. 

The engagement partner on the audit resulting in this independent auditors’ report is Arthur sinson h. 
Ong. 
 
 
REzES TACANDONG Θ CO. 
 
 
 
ART,hR sINSON h. ON' 
Partner 
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TKC METALS CORPORATION AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 

 
 
      December 31 
  Note  2019  ϮϬϭϴ 

ASSETS       

Current Assets       
Cash and cash equiǀalents   ϰ  Pс21,247,687  Pсϲϰ,ϵϰϭ,ϱϱϲ 
Trade and other receiǀables  ϱ  117,46ϱ,328  ϭϱϴ,ϯϵϯ,ϯϭϯ 
Inǀentories   ϲ  36ϱ,782,646  ϯϱϳ,Ϯϳϱ,ϮϬϵ 
Due from related parties   ϭϰ  39,976,ϱ3ϱ  ϯϵ,ϵϳϲ,ϱϯϱ 
Creditable ǁithholding taǆ (CtT) and  

input ǀalueͲadded taǆ (sAT)  ϳ  290,472,6ϱ4  Ϯϴϵ,ϯϴϬ,ϭϳϳ 
Other current assets  ϴ  26,420,ϱ37  ϳϭ,ϰϰϲ,ϱϯϰ 
  Total Current Assets    861,36ϱ,387  ϵϴϭ,ϰϭϯ,ϯϮϰ 

Noncurrent Assets       
Property, plant and equipment   ϵ  3,277,814,ϱ14  ϯ,ϯϲϱ,Ϯϴϵ,ϰϭϭ 
Leasehold rights   ϭϬ  203,191,14ϱ  ϮϮϭ,ϲϴϭ,ϰϭϬ 
Other noncurrent assets   ϭϭ  18,979,769  ϭϵ,ϰϵϵ,ϭϭϵ 
  Total Noncurrent Assets    3,499,98ϱ,428  ϯ,ϲϬϲ,ϰϲϵ,ϵϰϬ 

    Pс4,361,3ϱ0,81ϱ  Pсϰ,ϱϴϳ,ϴϴϯ,Ϯϲϰ 
       

LIABILITIES AND EYUITz        

Current Liabilities       
Trade and other payables  ϭϮ  Pс1,012,304,ϱ27  Pсϭ,Ϭϰϯ,ϳϴϯ,ϯϳϰ 
Loans payable   ϭϯ  824,992,ϱ11  ϭ,Ϭϯϭ,ϬϮϱ,ϱϯϭ 
Current portion of lease liabilities  Ϯϯ  7,489,889  ʹ 
Due to related parties   ϭϰ  2,2ϱϱ,4ϱ0,194  Ϯ,Ϭϴϳ,Ϭϯϭ,ϰϴϳ 
  Total Current Liabilities    4,100,237,121  ϰ,ϭϲϭ,ϴϰϬ,ϯϵϮ 

Noncurrent Liabilities       
Lease liabilities net of current portion  Ϯϯ  12,229,1ϱ9  ʹ 
Retirement liability   ϮϬ  8,6ϱ0,017  ϴ,ϵϬϲ,ϲϳϬ 
Deferred taǆ liabilities  Ϯϱ  17,288,648  ϭϱ,ϮϮϴ,ϴϰϴ 
  Total Noncurrent Liabilities    38,167,824  Ϯϰ,ϭϯϱ,ϱϭϴ 

Total Liabilities    4,138,404,94ϱ  ϰ,ϭϴϱ,ϵϳϱ,ϵϭϬ 

EƋuity Attributable to EƋuity ,olders of the Parent 
ComƉany       

Capital stock   ϭϱ  940,000,000  ϵϰϬ,ϬϬϬ,ϬϬϬ 
Additional paidͲin capital     1,983,047,906  ϭ,ϵϴϯ,Ϭϰϳ,ϵϬϲ 
Deficit    (4,468,72ϱ,321)  (ϰ,Ϯϲϳ,ϭϭϱ,ϵϯϭ) 
Deposits for future subscription  ϭϱ  1,ϱ00,000,000  ϭ,ϱϬϬ,ϬϬϬ,ϬϬϬ 
Other equity reserǀes     242,461,09ϱ  Ϯϭϯ,ϵϲϮ,ϳϳϬ 
    196,783,680  ϯϲϵ,ϴϵϰ,ϳϰϱ 

Non‐controlling Interest     26,162,190  ϯϮ,ϬϭϮ,ϲϬϵ 
  Total Equity    222,94ϱ,870  ϰϬϭ,ϵϬϳ,ϯϱϰ 

    Pс4,361,3ϱ0,81ϱ  Pсϰ,ϱϴϳ,ϴϴϯ,Ϯϲϰ 
       
See accompanying Notes to Consolidated Financial Statements.  



 

TKC METALS CORPORATION AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF COMPRE,ENSIsE INCOME 

   
 
 
        zears Ended December 31 
  Note  2019  ϮϬϭϴ  ϮϬϭϳ 

REsENUE    Pсϱ66,764,ϱ89  Pсϳϯϲ,ϬϯϮ,ϬϬϳ  Pсϯϲϯ,ϱϴϵ,ϯϰϯ 

COSTS OF GOODS SOLD  ϭϳ  (ϱ40,ϱϱ8,280)  (ϲϴϳ,ϯϵϬ,ϬϴϬ)  (ϯϰϭ,ϮϰϬ,ϲϯϬ) 

GROSS INCOME    26,206,309  ϰϴ,ϲϰϭ,ϵϮϳ  ϮϮ,ϯϰϴ,ϳϭϯ 

OPERATING EyPENSES  ϭϴ  (16ϱ,ϱ1ϱ,708)  (ϭϵϰ,ϱϱϴ,ϭϴϴ)  (ϭϴϯ,ϴϱϳ,ϯϯϱ) 

INTEREST EyPENSE   ϭϯ  (68,461,689)  (ϲϯ,ϰϮϱ,Ϯϱϳ)  (ϲϯ,ϴϵϵ,ϱϬϬ) 

PROsISION FOR IMPAIRMENT LOSS  ϭϵ  (11,3ϱ7,780)  ʹ  (ϲϴϯ,ϲϲϱ,ϴϯϬ) 

OT,ER INCOME  Ϯϰ  10,621,063  ϲϲ,ϵϲϮ,ϳϴϵ  ϰϮ,ϮϬϯ,Ϯϴϱ 

LOSS BEFORE INCOME TAy    (208,ϱ07,80ϱ)  (ϭϰϮ,ϯϳϴ,ϳϮϵ)  (ϴϲϲ,ϴϳϬ,ϲϲϳ) 

PROsISION FOR (BENEFIT FROM) 
INCOME TAy  Ϯϱ       
Current    ϱ7,981  ϭ,Ϭϭϴ,ϭϬϱ  ϲϬϯ,ϳϵϯ 
Deferred    1,608,360  ϴϲϱ  (ϲ,ϴϳϮ,ϳϰϵ) 
    1,666,341  ϭ,Ϭϭϴ,ϵϳϬ  (ϲ,Ϯϲϴ,ϵϱϲ) 

NET LOSS    (210,174,146)  (ϭϰϯ,ϯϵϳ,ϲϵϵ)  (ϴϲϬ,ϲϬϭ,ϳϭϭ) 

OT,ER COMPRE,ENSIsE INCOME (LOSS)         
To be reclassified to profit or loss in 

subseƋuent periods ‐         
Eǆchange differences on translation  

of foreign operations    30,1ϱ9,303  (ϱϱ,ϵϳϭ,ϴϯϰ)  ϭϮϵ,ϱϳϳ,Ϭϴϭ 
Not to be reclassified to profit or loss in 

subseƋuent periods ‐         
Remeasurement gain on retirement 

liability, net of deferred taǆ  ϮϬ  1,0ϱ3,3ϱ9  ʹ  Ϯ,ϲϮϱ,ϮϬϯ 
    31,212,662  (ϱϱ,ϵϳϭ,ϴϯϰ)  ϭϯϮ,ϮϬϮ,Ϯϴϰ 

TOTAL COMPRE,ENSIsE LOSS    (Pс178,961,484)  (Pсϭϵϵ,ϯϲϵ,ϱϯϯ)  (PсϳϮϴ,ϯϵϵ,ϰϮϳ) 

NET LOSS ATTRIBUTABLE TO͗         
Equity holders of the Parent Company    (Pс201,609,390)  (Pсϭϯϲ,ϲϬϳ,ϲϭϴ)  (Pсϴϯϴ,Ϯϰϭ,ϲϯϴ) 
NonͲcontrolling interest    (8,ϱ64,7ϱ6)  (ϲ,ϳϵϬ,Ϭϴϭ)  (ϮϮ,ϯϲϬ,Ϭϳϯ) 
    (Pс210,174,146)  (Pсϭϰϯ,ϯϵϳ,ϲϵϵ)  (PсϴϲϬ,ϲϬϭ,ϳϭϭ) 

TOTAL COMPRE,ENSIsE LOSS 
ATTRIBUTABLE TO͗         

Equity holders of the Parent Company    (Pс173,111,06ϱ)  (Pсϭϴϳ,ϱϰϭ,ϵϴϲ)  (Pсϳϭϳ,ϳϬϭ,Ϯϵϭ) 
NonͲcontrolling interest    (ϱ,8ϱ0,419)  (ϭϭ,ϴϮϳ,ϱϰϳ)  (ϭϬ,ϲϵϴ,ϭϯϲ) 
    (Pс178,961,484)  (Pсϭϵϵ,ϯϲϵ,ϱϯϯ)  (PсϳϮϴ,ϯϵϵ,ϰϮϳ) 

BASIC AND DILUTED LOSS PER S,ARE   Ϯϳ  (Pс0.21)  (PсϬ.ϭϱ)  (PсϬ.ϴϵ) 
         
See accompanying Notes to Consolidated Financial Statements. 
 



 

 

TKC METALS CORPORATION AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF C,ANGES IN EYUITz 

 
 
 

         
Other Equity Reserǀes 
(Net of Deferred Taǆ)       

 
CaƉital Stock 
(see Note ϭϱ) 

Additional 
Paid‐in CaƉital  Deficit 

DeƉosits For Future 
SubscriƉtion 
(see Note ϭϱ) 

Cumulative 
Remeasurement 

Gain (Loss) on 
Retirement 

Liability 

Cumulative 
Translation 

Adũustments 

Adũustments to 
EƋuity 

(see Note ϭϲ) 

EƋuity (CaƉital 
Deficiency) 

Attributable to 
EƋuity ,olders 
of the Parent 

ComƉany 
Non‐controlling 

Interest 
Total EƋuity 

(CaƉital Deficiency) 
�alance at December ϯϭ, ϮϬϭϴ  Pс940,000,000  Pс1,983,047,906  (Pс4,267,11ϱ,931)  Pс1,ϱ00,000,000  Pс2,298,818  Pс2ϱ8,108,341  (Pс46,444,389)  Pс369,894,74ϱ  Pс32,012,609  Pс401,907,3ϱ4 
Net loss   ʹ  ʹ  (201,609,390)  ʹ  ʹ  ʹ  ʹ  (201,609,390)  (8,ϱ64,7ϱ6)  (210,174,146) 
Other comprehensiǀe loss  ʹ  ʹ  ʹ  ʹ  1,0ϱ3,3ϱ9  27,444,966  ʹ  28,498,32ϱ  2,714,337  31,212,662 
Balance at December 31, 2019  Pс940,000,000  Pс1,983,047,906  (Pс4,468,72ϱ,321)  Pс1,ϱ00,000,000  Pс3,3ϱ2,177  Pс28ϱ,ϱϱ3,307  (Pс46,444,389)  Pс196,783,680  Pс26,162,190  Pс222,94ϱ,870 

�alance at December ϯϭ, ϮϬϭϳ  PсϵϰϬ,ϬϬϬ,ϬϬϬ  Pсϭ,ϵϴϯ,Ϭϰϳ,ϵϬϲ  (Pсϰ,ϭϯϬ,ϱϬϴ,ϯϭϯ)  Pсʹ  PсϮ,Ϯϵϴ,ϴϭϴ  PсϯϬϵ,ϬϰϮ,ϳϬϵ  (Pсϰϲ,ϰϰϰ,ϯϴϵ)  (PсϵϰϮ,ϱϲϯ,Ϯϲϵ)  Pсϰϯ,ϴϰϬ,ϭϱϲ  (Pсϴϵϴ,ϳϮϯ,ϭϭϯ) 
Deposits for future subscription  ʹ  ʹ  ʹ  ϭ,ϱϬϬ,ϬϬϬ,ϬϬϬ  ʹ  ʹ  ʹ  ϭ,ϱϬϬ,ϬϬϬ,ϬϬϬ  ʹ  ϭ,ϱϬϬ,ϬϬϬ,ϬϬϬ 
Net loss   ʹ  ʹ  (ϭϯϲ,ϲϬϳ,ϲϭϴ)  ʹ  ʹ  ʹ  ʹ  (ϭϯϲ,ϲϬϳ,ϲϭϴ)  (ϲ,ϳϵϬ,Ϭϴϭ)  (ϭϰϯ,ϯϵϳ,ϲϵϵ) 
Other comprehensiǀe loss  ʹ  ʹ  ʹ  ʹ  ʹ  (ϱϬ,ϵϯϰ,ϯϲϴ)  ʹ  (ϱϬ,ϵϯϰ,ϯϲϴ)  (ϱ,Ϭϯϳ,ϰϲϲ)  (ϱϱ,ϵϳϭ,ϴϯϰ) 
�alance at December ϯϭ, ϮϬϭϴ  PсϵϰϬ,ϬϬϬ,ϬϬϬ  Pсϭ,ϵϴϯ,Ϭϰϳ,ϵϬϲ  (Pсϰ,Ϯϲϳ,ϭϭϱ,ϵϯϭ)  Pсϭ,ϱϬϬ,ϬϬϬ,ϬϬϬ  PсϮ,Ϯϵϴ,ϴϭϴ  PсϮϱϴ,ϭϬϴ,ϯϰϭ  (Pсϰϲ,ϰϰϰ,ϯϴϵ)  Pсϯϲϵ,ϴϵϰ,ϳϰϱ  PсϯϮ,ϬϭϮ,ϲϬϵ  PсϰϬϭ,ϵϬϳ,ϯϱϰ 

�alance at December ϯϭ, ϮϬϭϲ  PсϵϰϬ,ϬϬϬ,ϬϬϬ  Pсϭ,ϵϴϯ,Ϭϰϳ,ϵϬϲ  (Pсϯ,ϮϵϮ,Ϯϲϲ,ϲϳϱ)   Pсʹ  (PсϯϮϲ,ϯϴϱ)  Pсϭϵϭ,ϭϮϳ,ϱϲϱ  (Pсϰϲ,ϰϰϰ,ϯϴϵ)  (PсϮϮϰ,ϴϲϭ,ϵϳϴ)  Pсϱϰ,ϱϯϴ,ϮϵϮ  (PсϭϳϬ,ϯϮϯ,ϲϴϲ) 
Net loss   ʹ  ʹ  (ϴϯϴ,Ϯϰϭ,ϲϯϴ)  ʹ  ʹ  ʹ  ʹ  (ϴϯϴ,Ϯϰϭ,ϲϯϴ)  (ϮϮ,ϯϲϬ,Ϭϳϯ)  (ϴϲϬ,ϲϬϭ,ϳϭϭ) 
Other comprehensiǀe income  ʹ  ʹ  ʹ  ʹ  Ϯ,ϲϮϱ,ϮϬϯ  ϭϭϳ,ϵϭϱ,ϭϰϰ  ʹ  ϭϮϬ,ϱϰϬ,ϯϰϳ  ϭϭ,ϲϲϭ,ϵϯϳ  ϭϯϮ,ϮϬϮ,Ϯϴϰ 
�alance at December ϯϭ, ϮϬϭϳ  PсϵϰϬ,ϬϬϬ,ϬϬϬ  Pсϭ,ϵϴϯ,Ϭϰϳ,ϵϬϲ  (Pсϰ,ϭϯϬ,ϱϬϴ,ϯϭϯ)  Pсʹ  PсϮ,Ϯϵϴ,ϴϭϴ  PсϯϬϵ,ϬϰϮ,ϳϬϵ  (Pсϰϲ,ϰϰϰ,ϯϴϵ)  (PсϵϰϮ,ϱϲϯ,Ϯϲϵ)  Pсϰϯ,ϴϰϬ,ϭϱϲ  (Pсϴϵϴ,ϳϮϯ,ϭϭϯ) 
                     
See accompanying Notes to Consolidated Financial Statements. 



 

 

TKC METALS CORPORATION AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CAS, FLOWS 

 
 
 
      zears Ended December 31 
  Note  2019  ϮϬϭϴ  ϮϬϭϳ 

CAS, FLOWS FROM OPERATING ACTIsITIES         
Loss before income taǆ    (Pс208,ϱ07,80ϱ)  (PсϭϰϮ,ϯϳϴ,ϳϮϵ)  (Pсϴϲϲ,ϴϳϬ,ϲϲϳ) 
Adũustments for:         
  Interest eǆpense  ϭϯ  68,461,689  ϲϯ,ϰϮϱ,Ϯϱϳ  ϲϯ,ϴϵϵ,ϱϬϬ 
  Depreciation and amortiǌation     3ϱ,797,424  ϰϱ,ϵϭϵ,Ϯϭϭ  ϰϬ,ϲϮϱ,ϰϭϳ 
  trite off of receiǀables  ϱ  13,782,633  ϭϭ,ϴϲϲ,ϰϳϱ  ϭϳ,ϳϬϭ,ϭϱϴ 
  Proǀision for impairment losses  ϭϵ  11,3ϱ7,780  ʹ  ϲϴϯ,ϲϲϱ,ϴϯϬ 
  hnrealiǌed foreign eǆchange gain  Ϯϰ  (7,371,420)  (ϭϱ,ϳϬϬ,ϰϳϳ)  (ϭϮ,ϲϱϰ,ϵϴϴ) 
  Interest income  ϰ  (3ϱ7,163)  (ϭϵϵ,ϬϰϬ)  (ϴϳ,ϵϭϲ) 
  'ain on sale of property, plant and equipment  Ϯϰ  ʹ  (ϰϬ,ϯϮϰ,ϲϵϰ)  (Ϯ,ϰϬϲ,ϳϳϵ) 
Operating loss before ǁorking capital changes    (86,836,862)  (ϳϳ,ϯϵϭ,ϵϵϳ)  (ϳϲ,ϭϮϴ,ϰϰϱ) 
Decrease (increase) in:         
  Trade and other receiǀables    (24,68ϱ,ϱ94)  ϭϬϱ,ϵϯϴ,ϯϴϭ  (ϭϭϵ,ϯϴϭ,ϲϲϮ) 
  Inǀentories    117,329,696  (ϰϳ,ϵϴϴ,ϴϵϬ)  ϭϭϲ,ϱϱϴ,ϳϵϮ 
  CtT and input sAT    (1,12ϱ,989)  ϱ,ϭϵϰ,ϵϯϴ  ϴϭϯ,Ϯϱϱ 
  Other current assets    44,74ϱ,ϱ20  (ϯϯ,ϯϴϮ,ϴϮϴ)  (ϴϯ,ϯϰϬ,ϳϲϰ) 

Other noncurrent  assets    669,8ϱ8  ϰϭϬ,ϯϳϭ  (ϭϮ,ϲϭϱ,ϲϮϱ) 
Increase in:         
  Trade and other payables    23,640,684  ϵϳ,ϰϲϭ,ϴϱϱ  ϭϴϴ,ϲϴϰ,Ϭϲϰ 
  Retirement liability     1,248,146  ϭ,ϭϰϯ,Ϭϱϴ  ϭ,Ϯϴϭ,ϱϱϯ 
Net cash generated from operations    74,98ϱ,4ϱ9  ϱϭ,ϯϴϰ,ϴϴϴ  ϭϱ,ϴϳϭ,ϭϲϴ 
Interest receiǀed    3ϱ7,163  ϭϵϵ,ϬϰϬ  ϴϳ,ϵϭϲ 
Income taǆ paid    (24,469)  (ϭ,Ϭϭϴ,ϭϬϱ)  (ϲϬϯ,ϳϵϯ) 
Net cash proǀided by operating actiǀities    7ϱ,318,1ϱ3  ϱϬ,ϱϲϱ,ϴϮϯ  ϭϱ,ϯϱϱ,Ϯϵϭ 

CAS, FLOWS FROM INsESTING ACTIsITIES         
Acquisitions of property, plant and equipment  ϵ  (1,369,033)  (Ϯ,ϬϬϰ,ϲϰϲ)  (ϰϵϬ,ϲϴϲ) 
Proceeds from disposals of property, plant  

and equipment     ʹ  ϰϬ,ϯϱϵ,ϵϱϬ  Ϯ,ϰϰϲ,ϰϮϵ 
Net cash proǀided by (used in) inǀesting actiǀities    (1,369,033)  ϯϴ,ϯϱϱ,ϯϬϰ  ϭ,ϵϱϱ,ϳϰϯ 

CAS, FLOWS FROM FINANCING ACTIsITIES         
Proceeds from:         
  Due to related parties    168,418,707  ϰϭ,ϱϮϯ,ϯϯϮ  ϭϭϰ,ϮϮϳ,ϳϵϰ 
  Aǀailment of loans payable    4ϱ6,101,493  ϱϬϮ,ϭϯϰ,ϱϭϯ  ϭϯ,ϵϴϰ,ϱϯϰ 
Payments for:          
  Loans    (606,742,474)  (ϱϭϵ,ϰϭϴ,ϳϰϮ)  ൞ 
  Interest    (68,168,930)  (ϲϰ,ϰϯϴ,ϮϮϱ)  (ϲϰ,ϳϱϵ,ϭϱϬ) 
  Lease    (4,610,72ϱ)  ʹ  ʹ 
  Due from related parties    ʹ  (ϭϰ,ϳϵϳ,Ϭϳϴ)  (ϳϲ,ϳϰϵ,ϵϲϲ) 
Net cash used in financing actiǀities    (ϱϱ,001,929)  (ϱϰ,ϵϵϲ,ϮϬϬ)  (ϭϯ,Ϯϵϲ,ϳϴϴ) 

(Forǁard) 
   



 

Ͳ Ϯ Ͳ 
 
 

        zears Ended December 31 
  Note  2019  ϮϬϭϴ  ϮϬϭϳ 

EFFECT OF EyC,ANGE RATE C,ANGES IN CAS, 
AND CAS, EYUIsALENTS    (Pс62,641,060)  (Pсϯ,ϯϲϱ,ϯϭϴ)  (Pсϲϵϰ,ϭϭϱ) 

NET INCREASE (DECREASE) IN CAS, AND CAS, 
EYUIsALENTS    (43,693,869)  ϯϬ,ϱϱϵ,ϲϬϵ  ϯ,ϯϮϬ,ϭϯϭ 

CAS, AND CAS, EYUIsALENTS AT BEGINNING  
OF zEAR    64,941,ϱϱ6  ϯϰ,ϯϴϭ,ϵϰϳ  ϯϭ,Ϭϲϭ,ϴϭϲ 

CAS, AND CAS, EYUIsALENTS AT END OF zEAR    Pс21,247,687  Pсϲϰ,ϵϰϭ,ϱϱϲ  Pсϯϰ,ϯϴϭ,ϵϰϳ 
 
NONCAS, FINANCIAL INFORMATION         
Recognition of rightͲofͲuse (ROh) asset through 

recognition of lease liabilities  Ϯϯ  Pс24,291,ϱ67  Pсʹ  Pсʹ 
Reclassification of due to third parties to deposits 

for future subscription  ϭϱ  ʹ  ϭ,ϱϬϬ,ϬϬϬ,ϬϬϬ  ʹ 

COMPONENTS OF CAS, AND CAS, EYUIsALENTS         
Cash on hand    Pс1ϱ4,887  Pсϱϴ,ϴϳϭ  Pсϭϵ,ϱϵϲ 
Cash in banks    18,162,216  ϲϮ,ϱϵϱ,ϰϱϲ  Ϯϵ,ϳϬϲ,Ϭϵϴ 
Cash equiǀalents    2,930,ϱ84  Ϯ,Ϯϴϳ,ϮϮϵ  ϰ,ϲϱϲ,Ϯϱϯ 
    Pс21,247,687  Pсϲϰ,ϵϰϭ,ϱϱϲ  Pсϯϰ,ϯϴϭ,ϵϰϳ 
         
See accompanying Notes to Consolidated Financial Statements.  



 

 

TKC METALS CORPORATION AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

AS AT DECEMBER 31, 2019 AND 2018  
AND FOR T,E zEARS ENDED DECEMBER 31, 2019, 2018 AND 2017 

 
 
 
ϭ. CorƉorate Information 

General Information 

T<C  Metals  Corporation,  (the  Parent  Company  or  T<C)  ǁas  organiǌed  and  registered  ǁith  the 
Philippine Securities and Eǆchange Commission (SEC) on Noǀember Ϯϴ, ϭϵϵϲ.  T<C’s shares of stock 
ǁere listed for trading in the Philippine Stock Eǆchange (PSE) on :uly ϮϬ, ϮϬϬϭ.  The Parent Company 
is primarily a holding company and is also engaged in marketing and selling of purlins and galǀaniǌed 
iron ('I) sheets.  

The folloǁing are the subsidiaries of the Parent Company: 
 

  Country of    Percentage of Oǁnership 
Name of Subsidiaries  Incorporation  Nature of �usiness  2019  ϮϬϭϴ 
�illions Steel International Limited 

(�illions)  ,ong <ong  Inǀestment holdings  100й  ϭϬϬй 
�hangǌhou Stronghold Steel torks  

Co. Ltd. (�� Stronghold)Ύ 
People’s Republic of 

China or PRC 
Manufacture of steel 

pipes  91й  ϵϭй 
Treasure Steelǁorks Corporation 

(Treasure)  Philippines 
Manufacture of steel 

products  98й  ϵϴй 
Campanilla Mineral Resources, Inc. 

(Campanilla)Ύ Ύ  Philippines  Mineral production  70й  ϳϬй 
 
Ύ  Through Billions 
ΎΎ  ,as not yet commenced commercial operations as at December 3ϭ, Ϯ0ϭϵ 

The Parent Company and its subsidiaries are collectiǀely referred to as ͞the 'roup.͟ 

Star Equities, Inc. (SEI) oǁns ϳϬ.ϵϲй of the Parent Company.  The ultimate parent company of T<C is 
:T<C  Equities,  Inc.  (:EI).  SEI  and  :EI  are  both  holding  companies  and  ǁere  incorporated  in  the 
Philippines. 

On  December  Ϯϭ,  ϮϬϭϴ,  the  Parent  Company  applied  for  the  amendment  of  its  articles  of 
incorporation for the change of the principal office address.  As at report date, the SEC’s approǀal on 
the change of the principal address is still pending. 

The principal office address of  the Parent Company  is Ϯnd Floor t Toǁer Condominium ϯϵth St., 
North �onifacio Triangle, �onifacio 'lobal City, Taguig City. 

The registered office address of the Parent Company is hnit �ϭͲA/C, Ϯnd Floor, �uilding �, <arriǀin 
Plaǌa, Ϯϯϭϲ Chino Roces Aǀenue Eǆtension, Makati City. 

Status of OƉerations  

Parent Company 
In ϮϬϭϱ,  the Parent Company stopped the marketing and selling of purlins and 'I sheets,  its main 
business  actiǀity  other  than  as  a  holding  company.    The  Parent  Company  incurred  total 
comprehensiǀe  loss  of  Pсϱϰ.ϰ  million,  Pсϭ,ϱϭϵ.Ϭ  million  and  PсϮϴϭ.ϭ  million  for  the  years  ended 
December ϯϭ, ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ, respectiǀely.   
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Related parties haǀe continued to proǀide the necessary  financial support  to the 'roup to sustain 
operations  and  to  meet  the  'roup’s  maturing  obligations.  In  ϮϬϭϴ,  a  stockholder  assigned  
Pсϭ,ϱϬϬ.Ϭ  million  of  his  adǀances  to  Treasure  to  foreign  inǀestors  ǁho,  in  turn,  reassigned  these 
adǀances to the Parent Company and applied the adǀances against their subscriptions to the Parent 
Company’s increase in authoriǌed capital stock.  
 
The  increase  in  authoriǌed  capital  of  the  Parent  Company  from  Pсϭ,ϬϬϬ.Ϭ  million  diǀided  into  
ϭ,ϬϬϬ.Ϭ million shares at Pсϭ par ǀalue a share to Pсϯ,ϬϬϬ.Ϭ million diǀided into ϯ,ϬϬϬ.Ϭ million shares 
at Pсϭ par ǀalue a share ǁere approǀed by the �OD and the stockholders on September ϯ, ϮϬϭϴ and 
October Ϯϱ, ϮϬϭϴ, respectiǀely.  
 
Of the increase in authoriǌed capital stock of PсϮ,ϬϬϬ.Ϭ million diǀided into Ϯ,ϬϬϬ.Ϭ million shares at  
Pсϭ par ǀalue a share, ϳϱϬ.Ϭ million shares ǁere subscribed by foreign inǀestors for Pсϭ,ϱϬϬ.Ϭ million 
against  their  assigned  adǀances.  The  �OD  approǀed  the  subscriptions  and  the  debt  to  equity 
conǀersion on September ϯ, ϮϬϭϴ. 

The  Parent  Company  applied  for  the  increase  in  authoriǌed  capital  stock  ǁith  the  SEC  on  
December Ϯϭ, ϮϬϭϴ.  As at report date, the SEC’s approǀal on the increase in authoriǌed capital stock 
is still pending. 

The adǀances for the debt to equity conǀersion ǁas classified as ͞Deposits for future subscription͟ 
under the ͞Equity͟ account in the consolidated statements of financial position. 
 
On May ϳ, ϮϬϭϵ, the Parent Company has entered into an inǀestment agreement ǁith a prospectiǀe 
inǀestor, ǁhereas, the inǀestor has signified its  intention to subscribe to the common stock of the 
Parent  Company  and  make  aǀailable  the  necessary  funding  requirements  of  the  'roup.    The 
inǀestment ǁill be used for the diǀersification of the 'roup’s operations and additional financing to 
complete  the 'roup’s construction and  resume commercial operations  in  Iligan, City. As at  report 
date, the 'roup is ǁaiting for the funds to arriǀe. 
  
In March ϮϬϮϬ, the Parent Company receiǀed PсϱϬ.Ϭ million from another prospectiǀe inǀestor as a 
commitment  fee  for a possible  inǀestment. As at  report date,  the 'roup  is  still under negotiation 
ǁith the said prospectiǀe inǀestor. 

Treasure 
As  at  December  ϯϭ,  ϮϬϭϵ,  Treasure  has  not  resumed  plant  operations.    Treasure’s  total 
comprehensiǀe loss amounted to PсϳϮ.ϲ million, Pсϰϯ.ϯ million and PсϳϯϮ.ϳ million for the years ended  
December ϯϭ, ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ, respectiǀely, resulting to a capital deficiency of PсϮ,ϲϰϮ.ϵ million 
and PсϮ,ϱϳϬ.ϱ million as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, respectiǀely. 

In  ϮϬϭϯ,  Treasure  suspended  its  plant  operations  (production  of  steel  billets)  in  Iligan  City  and 
terminated  its  contract  ǁith  plant  employees  due  to  a  shortage  in  poǁer  supply  in  Mindanao.  
Treasure, hoǁeǀer,  is planning  to produce nickel concentrate and nickel pig  iron  instead to  lessen 
the  plant’s  poǁer  supply  requirement.    �y  shifting  to  nickel  concentrate  and  nickel  pig  iron,  the 
poǁer supply  requirement ǁill drop to ϱ megaǁatts per hour  (MtP,) as compared to producing 
steel billets at ϭϱ to ϮϬ MtP,.  

Treasure  has  almost  completed  the  refurbishment  and  upgrade  of  the  billet manufacturing  plant 
and  the  installation  of  the  iron  ore  beneficiating  plant,  sintering  plant  and  the  first  blast  furnace 
plant. An inǀestment from a prospectiǀe inǀestor ǁill be used to complete the plant facilities.  These 
facilities can also be used to produce nickel concentrate and nickel pig iron.   
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Treasure  is  looking  into a neǁ technology for nickel  leaching.   This chemical process ǁill take only 
tǁo hours  to  eǆtract nickel  from  laterite ores  and ǁill  result  to  a nickel  recoǀery  rate of  ϮϬͲϱϬй. 
Treasure  is  currently  in  discussion  ǁith  a  third  party  to  proǀide  the  technology,  consultancy, 
installation and superǀision of the required equipment͖ and to supply the patented chemical in the 
production that ǁill guarantee the quality and consistency of nickel concentrate.   

The processing plant ǁill be deǀeloped in Iligan City to accommodate future eǆpansion on this neǁ 
enǀironmentallyͲfriendly  nickelͲleaching  technology.  Treasure  is  also  securing  all  the  necessary 
permits  to  ensure  compliance  on  enǀironmental  laǁ  in  line  ǁith  the  planned  diǀersification  of 
operation from billets to nickel concentrate. 

The Management plans to start the rehabilitation of the plant facilities and installation of the neǁ 
equipment for nickel concentrate as soon as they generate reǀenue from nickel leaching. 

�� Stronghold 
�� Stronghold’s total comprehensiǀe loss amounted to Pсϳϳ.ϵ million, Pсϲϯ.ϰ million and Pсϴϯ.ϲ million 
for  the  years  ended  December  ϯϭ,  ϮϬϭϵ,  ϮϬϭϴ  and  ϮϬϭϳ,  respectiǀely,  resulting  to  a  capital 
deficiency of Pсϭ,ϭϱϭ.ϭ million and Pсϭ,ϭϬϯ.Ϯ million as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, respectiǀely, 
primarily  due  to  loǁ  production  and  sales  ǀolume  coupled ǁith  loǁ  price  in  the  steel market  in 
China.  ��  Stronghold  has  been  intensifying  its  marketing  efforts  and  improǀing  business 
opportunities to increase sales and generate improǀed results to reduce capital deficiency. 
 
In  addition,  ��  Stronghold  is  planning  to  moderniǌe  its  plant  facilities  and  to  deǀelop  its  ǀacant 
properties  to  accommodate  a  neǁ  ǀenture  ǁhich  ǁill  generate  additional  income  that  ǁill  help 
improǀe its financial condition and results of operations. 

�� Stronghold has  initial discussion ǁith a prospectiǀe  inǀestor ǁho  is  in  the business of used tire 
recycling. The Management plans to put up this tire recycling plant ǁhose product ǁill become the 
raǁ materials in making neǁ products. 

AƉƉroval of Consolidated Financial Statements 

The consolidated financial statements of the 'roup as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ and for the 
years ended December ϯϭ, ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ ǁere authoriǌed and approǀed for issuance by the 
�oard of Directors on August ϭϴ, ϮϬϮϬ. 

 
 
Ϯ. Summary of Significant Accounting Policies 

Basis of PreƉaration 
The consolidated  financial  statements haǀe been prepared  in compliance ǁith Philippine Financial 
Reporting  Standards  (PFRS)  issued  by  the  Philippine  Financial  Reporting  Standards  Council  (FRSC) 
and adopted by the SEC including SEC pronouncements.  This financial reporting frameǁork includes 
PFRS,  Philippine  Accounting  Standards  (PAS)  and  Philippine  Interpretations  from  International 
Financial Reporting Interpretations Committee (IFRIC), and SEC proǀisions. 

Measurement Bases 
The consolidated financial statements are presented in Philippine Peso (P,P), the 'roup’s functional 
and presentation currency.  All ǀalues represent absolute amounts eǆcept ǁhen otherǁise stated. 

The functional currency of �� Stronghold is Chinese Renminbi (RM�).  
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The financial statements of the 'roup haǀe been prepared on the historical cost basis of accounting. 
,istorical cost is generally based on the fair ǀalue of the consideration giǀen in eǆchange for an asset 
or consideration paid in eǆchange for the incurrence of a liability.  

Fair  ǀalue  is  the  price  that ǁould  be  receiǀed  to  sell  an  asset  or  paid  to  transfer  a  liability  in  an 
orderly  transaction  betǁeen  market  participants  at  the  measurement  date.    The  'roup  uses 
ǀaluation  techniques  that  are  appropriate  in  the  circumstances  and  for ǁhich  sufficient  data  are 
aǀailable to measure fair ǀalue, maǆimiǌing the use of releǀant obserǀable inputs and minimiǌing the 
use of unobserǀable inputs. 

All  assets and  liabilities  for ǁhich  fair  ǀalue  is measured or disclosed  in  the consolidated  financial 
statements are categoriǌed ǁithin the fair ǀalue hierarchy, described as folloǁs, based on the loǁest 
leǀel input that is significant to the fair ǀalue measurement as a ǁhole: 
 
x Leǀel ϭ оYuoted (unadũusted) market prices in acƟǀe markets for idenƟcal assets or liabiliƟes. 
x Leǀel Ϯ оsaluaƟon techniques for ǁhich the loǁest leǀel input that is significant to the fair ǀalue 
measurement is directly or indirectly obserǀable. 

x Leǀel ϯ оsaluaƟon techniques for ǁhich the loǁest leǀel input that is signiĮcant to the fair ǀalue 
measurement is unobserǀable. 

For assets and liabilities that are recogniǌed in the consolidated financial statements on a recurring 
basis,  the 'roup determines ǁhether  transfers  haǀe occurred betǁeen  leǀels  in  the hierarchy by  
reͲassessing  categoriǌation  (based  on  the  loǁest  leǀel  input  that  is  significant  to  the  fair  ǀalue 
measurement as a ǁhole) at the end of each reporting period. 

For the purpose of fair ǀalue disclosures, the 'roup has determined classes of assets and liabilities 
on the basis of the nature, characteristics and risks of the asset or liability and the leǀel of the fair 
ǀalue hierarchy as eǆplained aboǀe. 

Further  information  about  the  assumptions made  in  measuring  fair  ǀalue  is  included  in  Notes  ϵ  
and ϯϬ to the consolidated financial statements. 

AdoƉtion of New and Amended PFRS  
The accounting policies adopted are consistent ǁith those of the preǀious financial year, eǆcept for 
the adoption of the folloǁing neǁ and amended PFRS ǁhich the 'roup adopted effectiǀe for annual 
periods beginning on or after :anuary ϭ, ϮϬϭϵ: 

x PFRS  ϭϲ,  >eases,  replaced  PAS  ϭϳ,  >eases,  Philippine  interpretation  on  IFRIC  ϰ,  Determining 
whether  an  Arrangement  contains  a  >ease,  SICͲϭϱ,  Kperating  >eases‐Incentives,  and  SICͲϮϳ, 
�valuating the Substance of Transactions Involving the >egal Form of a >ease. PFRS ϭϲ sets out 
the  principles  for  the  recognition,  measurement,  presentation  and  disclosure  of  leases  and 
requires  lessees to account for all  leases under a single onͲbalance sheet model similar  to the 
accounting for finance leases under PAS ϭϳ. The standard includes tǁo recognition eǆemptions 
for lessees ʹ leases of loǁͲǀalue assets and shortͲterm leases (i.e., leases ǁith a lease term of ϭϮ 
months or less).   

At  the  commencement  date  of  a  lease,  a  lessee ǁill  recogniǌe  a  lease  liability  to make  lease 
payments  and  a  rightͲofͲuse  (ROh)  asset  representing  the  right  to  use  the  underlying  asset 
during the lease term. Lessees ǁill be required to separately recogniǌe the interest eǆpense on 
the lease liability and the depreciation eǆpense on the ROh asset. 
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Lessees ǁill  also  be  required  to  remeasure  the  lease  liability  upon  the  occurrence  of  certain 
eǀents  (e.g.,  a  change  in  the  lease  term,  a  change  in  future  lease  payments  resulting  from  a 
change  in  an  indeǆ  or  rate  used  to  determine  those  payments).  The  lessee  ǁill  generally 
recogniǌe the amount of the remeasurement of the lease liability as an adũustment to the ROh 
asset. 

Lessor  accounting  under  PFRS  ϭϲ  is  substantially  unchanged  from  accounting  under  PAS  ϭϳ. 
Lessors ǁill continue to classify all leases using the same classification principle as in PAS ϭϳ and 
distinguish betǁeen tǁo types of leases: operating and finance leases. 

The 'roup has adopted PFRS ϭϲ using the modified retrospectiǀe method, ǁhich requires that 
the cumulatiǀe effect of applying the neǁ standard is recogniǌed at the beginning of the year of 
initial application. Accordingly, the comparatiǀe information presented for ϮϬϭϴ haǀe not been 
restated. 
 
The 'roup also applied the folloǁing practical eǆpedients:  
x to apply the neǁ lease standard to contracts that ǁere preǀiously identified as leases but 

not to contracts that ǁere not preǀiously identified as containing a lease under PAS ϭϳ and 
IFRIC ϰ͖ 
 

x to  apply  a  single  discount  rate  to  a  portfolio  of  leases  ǁith  reasonably  similar 
characteristics͖  
 

x not  to  recogniǌe a ROh asset and  lease  liability  to  leases  for ǁhich  the  lease  term  is not 
more than tǁelǀe (ϭϮ) months͖ and  
 

x to  eǆclude  initial  direct  costs  from  the measurement  of  the  ROh  asset  as  at  :anuary  ϭ, 
ϮϬϭϵ. 

The  'roup  assessed  that  the  outstanding  lease  contract  as  at  :anuary  ϭ,  ϮϬϭϵ  is  insignificant  in 
amount and a shortͲterm lease. Accordingly, the 'roup decided to apply the recognition eǆemption 
on  loǁͲǀalue  assets  and  shortͲterm  leases,  and  the  related  lease  eǆpenses  are  recogniǌed  in  the 
profit or loss on a straightͲline basis. Moreoǀer, the leasehold rights are recogniǌed under the same 
basis of an ROh asset.  The adoption of PFRS ϭϲ has no impact on the 'roup’s retained earnings as 
at :anuary ϭ, ϮϬϭϵ. 

The adoption of PFRS ϭϲ has  resulted  to  the  recognition of ROh asset  (including  leasehold  rights) 
and related lease liability on the 'roup’s reneǁed lease agreement for its office space (see Note Ϯϯ).  
The 'roup measured  the ROh asset on  the  reneǁed  lease agreement at an amount equal  to  the 
lease liabilities amounting to PсϮϰ.ϯ million using the discount rate of ϰ.Ϯй as at September ϭϱ, ϮϬϭϵ 
(see Note Ϯϯ). 

x Philippine Interpretation IFRIC Ϯϯ, hncertainty Kver Income Tax Treatments ʹ The interpretation 
proǀides guidance on hoǁ to reflect  the effects of uncertainty  in accounting  for  income taǆes 
under  PAS  ϭϮ, Income  Taxes, in  particular  (i)  matters  to  be  considered  in  accounting  for 
uncertain  taǆ  treatments  separately,  (ii)  assumptions  for  taǆation  authorities’  eǆaminations,  
(iii) determinants of taǆable profit (taǆ loss), taǆ bases, unused taǆ losses, unused taǆ credits and 
taǆ rates, and (iǀ) effect of changes in facts and circumstances. 
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x Amendments  to  PFRS  ϵ,  Financial  Instruments  ‐  Prepayment  Features  with  Negative 
Compensation ʹ The amendments clarify  that a  financial asset passes  the ͞solely payments of 
principal  and  interest͟  criterion  regardless  of  an  eǀent  or  circumstance  that  causes  the  early 
termination  of  the  contract  and  irrespectiǀe  of  ǁhich  party  pays  or  receiǀes  reasonable 
compensation  for  the  early  termination  of  the  contract.    Consequently,  financial  assets  ǁith 
termination proǀisions can noǁ be measured at amortiǌed cost (or, depending on the business 
model, at fair ǀalue through other comprehensiǀe income).  
 

x Amendments to PAS ϭϵ, �mployee Benefits ‐ Plan Amendment, Curtailment or Settlement ʹ The 
amendments  specify  hoǁ  companies  remeasure  a  defined  benefit  plan  ǁhen  a  change  Ͳ  an 
amendment,  curtailment  or  settlement  Ͳ  to  a  plan  takes  place  during  a  reporting  period.    It 
requires  entities  to  use  the  updated  assumptions  from  this  remeasurement  to  determine 
current  serǀice  cost  and net  interest  cost  for  the  remainder of  the  reporting period after  the 
change to the plan. 
 

x Amendments  to  PFRS  ϯ,  Business  Combinations and PFRS ϭϭ,  :oint Arrangements  ‐  Previously 
,eld  Interest  in a :oint Kperation ʹ The amendments are part of the Annual  Improǀements to 
PFRS ϮϬϭϱͲϮϬϭϳ Cycle.  The amendment to PFRS ϯ, Business Combinations clarifies that ǁhen an 
entity  obtains  control  of  a  business  that  is  a  ũoint  operation,  the  acquirer  applies  the 
requirements  for a business combination achieǀed  in  stages,  including  remeasuring preǀiously 
held  interests  in the  ũoint operation at  its acquisitionͲdate fair ǀalue. The amendment  to PFRS 
ϭϭ, :oint Arrangements clarifies that ǁhen an entity obtains ũoint control of a business that is a 
ũoint operation, the preǀiously held interests in that business are not remeasured. 
 

x Amendments  to  PAS  Ϯϯ,  Borrowing  Costs  ‐  Borrowing  Costs  �ligible  for  Capitaliǌation  ʹ  The 
amendments  clarify  that  an  entity  treats  as  part  of  its  general  borroǁings  any  specific 
borroǁings made to deǀelop a qualifying asset ǁhen substantially all of the actiǀities necessary 
to prepare that asset for intended use or sale are complete.      

The  adoption  of  the  foregoing  neǁ  and  amended  PFRS  did  not  haǀe  any material  effect  on  the 
consolidated  financial statements of  the 'roup eǆcept  for PFRS ϭϲ, >eases.   Additional disclosures 
ǁere included in the consolidated financial statements, as applicable. 
 
New and Amended PFRS in Issue But Not zet Effective 
Releǀant neǁ and amended PFRS ǁhich are not yet effectiǀe for the year ended December ϯϭ, ϮϬϭϵ 
and  haǀe  not  been  applied  in  preparing  the  consolidated  financial  statements  are  summariǌed 
beloǁ. 

Effectiǀe for annual periods beginning on or after :anuary ϭ, ϮϬϮϬ: 

x Amendments to References to the Conceptual Frameǁork in PFRS ʹ The amendments include a 
neǁ  chapter  on  measurement͖  guidance  on  reporting  financial  performance͖  improǀed 
definitions and guidanceͲin particular the definition of a liability͖ and clarifications in important 
areas,  such  as  the  roles  of  steǁardship,  prudence  and measurements  uncertainty  in  financial 
reporting.  The amendments should be applied retrospectiǀely unless retrospectiǀe application 
ǁould be impracticable or inǀolǀe undue cost or effort.   
 

   



Ͳ ϳ Ͳ 
 
 

 

x Amendments to PFRS ϯ Ͳ Definition of a Business ʹ This amendment proǀides a neǁ definition of 
a ͞business͟ ǁhich emphasiǌes that the output of a business is to proǀide goods and serǀices to 
customers, ǁhereas the preǀious definition focused on returns in the form of diǀidends, loǁer 
costs  or  other  economic  benefits  to  inǀestors  and  others.    To  be  considered  a  business,  ͚an 
integrated set of actiǀities and assets’ must noǁ include ͚an input and a substantiǀe process that 
together significantly contribute to the ability to create an output’.  The distinction is important 
because an acquirer may recogniǌe goodǁill (or a bargain purchase) ǁhen acquiring a business 
but not a group of assets.  An optional simplified assessment (the concentration test) has been 
introduced  to  help  companies  determine ǁhether  an  acquisition  is  of  a  business  or  group  of 
assets.  
 

x Amendments  to  PAS  ϭ,  Presentation  of  Financial  Statements  and  PAS  ϴ, Accounting  Policies, 
Changes  in Accounting �stimates and �rrors  Ͳ Definition of Daterial ʹ The amendments clarify 
the definition of  ͞material͟  and hoǁ  it  should be applied by  companies  in making materiality 
ũudgments.    The  amendments  ensure  that  the  neǁ  definition  is  consistent  across  all  PFRS 
standards.   �ased on the neǁ definition, an information is ͞material͟  if omitting, misstating or 
obscuring  it could reasonably be eǆpected to  influence the decisions that the primary users of 
general purpose financial statements make on the basis of those financial statements.   

Effectiǀe for annual periods beginning on or after :anuary ϭ, ϮϬϮϭ Ͳ 

Deferred effectiǀity ‐ 

x Amendments to PFRS ϭϬ, Consolidated Financial Statements, and PAS Ϯϴ ‐ Sale or Contribution 
of Assets Between an Investor and its Associate or :oint senture ʹ The amendments address a 
conflicting proǀision under the tǁo standards. It clarifies that a gain or loss shall be recogniǌed 
fully  ǁhen  the  transaction  inǀolǀes  a  business,  and  partially  if  it  inǀolǀes  assets  that  do  not 
constitute  a  business.  The  effectiǀe  date  of  the  amendments,  initially  set  for  annual  periods 
beginning on or after  :anuary ϭ, ϮϬϭϲ, ǁas deferred  indefinitely  in December ϮϬϭϱ but earlier 
application is still permitted. 

 
hnder  preǀailing  circumstances,  the  adoption  of  the  foregoing  amended  PFRS  is  not  eǆpected  to 
haǀe  any  material  effect  on  the  consolidated  financial  statements  of  the  'roup.  Additional 
disclosures ǁill be included in the consolidated financial statements, as applicable. 

Basis of Consolidation 

Subsidiaries Ͳ Subsidiaries are entities controlled by the Parent Company.  The consolidated financial 
statements  include the accounts of the Parent Company and  its subsidiaries. The Parent Company 
has control ǁhen it is eǆposed, or has right͖ to ǀariable returns from its inǀestment ǁith the inǀestee 
and it has the ability to affect those returns through its poǁers oǀer the inǀestee. 

Subsidiaries are consolidated from the date of acquisition or incorporation, being the date on ǁhich 
the Parent Company obtains  control,  and  continue  to be  consolidated until  the date  such  control 
ceases.   Assets,  liabilities,  income and eǆpenses of a subsidiary acquired or disposed of during the 
year  are  included  in  the  consolidated  financial  statements  from  the date  the 'roup gains  control 
until the date the 'roup ceases to control the subsidiary. 

Changes  in  the  controlling equity oǁnership  (i.e.,  acquisition  of  nonͲcontrolling  interest or partial 
disposal  of  interest oǀer  a  subsidiary)  that do not  result  in  a  loss of  control  are  accounted  for  as 
equity transactions. 
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The  financial  statements  of  the  subsidiaries  are  prepared  for  the  same  reporting  period  as  the 
Parent  Company,  using  consistent  accounting  policies.  All  intraͲgroup  balances,  transactions, 
unrealiǌed gains and losses resulting from intraͲgroup transactions and diǀidends are eliminated in 
full. 

NonͲcontrolling interests represent the portion of net results and net assets not held by the Parent 
Company.   They  are  presented  in  the  consolidated  statements  of  financial  position ǁithin  equity, 
apart from equity attributable to equity holders of the Parent Company and are separately disclosed 
in the consolidated statement of comprehensiǀe income. Losses ǁithin a subsidiary are attributed to 
the nonͲcontrolling interest eǀen if that results in a deficit balance. 

If the Parent Company loses control oǀer a subsidiary, it: 

x Derecogniǌes the assets and liabilities of the former subsidiary from the consolidated statement 
of financial position. 

x Recogniǌes  any  inǀestment  retained  in  the  former  subsidiary  ǁhen  control  is  lost  and 
subsequently  accounts  for  it  and  for  any  amounts  oǁed  by  or  to  the  former  subsidiary  in 
accordance ǁith releǀant PFRS. That retained interest is remeasured and the remeasured ǀalue 
is regarded as the fair ǀalue on initial recognition of a financial asset in accordance ǁith PFRS ϵ 
or, ǁhen appropriate,  the  cost on  initial  recognition of  an  inǀestment  in an  associate or  ũoint 
ǀenture. 

x Recogniǌes  the  gain  or  loss  associated  ǁith  the  loss  of  control  attributable  to  the  former 
controlling interest. 

Business Combinations and 'oodwill. �usiness combinations are accounted for using the acquisition 
method. The cost of an acquisition  is measured as the aggregate of the consideration transferred, 
measured  at  acquisition  date  fair  ǀalue  and  the  amount  of  any  nonͲcontrolling  interest  in  the 
acquiree. For each business combination, the acquirer measures the nonͲcontrolling interest in the 
acquiree  at  the  proportionate  share  of  the  acquiree’s  identifiable  net  assets.  Acquisition  costs 
incurred  are  recogniǌed  as  eǆpense.  If  the  business  combination  is  achieǀed  in  stages,  the 
acquisition  date  fair  ǀalue  of  the  acquirer’s  preǀiously  held  equity  interest  in  the  acquiree  is 
remeasured to fair ǀalue at the acquisition date through profit or loss. 

then  the  'roup  acquires  a  business,  it  assesses  the  financial  assets  and  liabilities  assumed  for 
appropriate  classification  and  designation  in  accordance  ǁith  the  contractual  terms,  economic 
circumstances and pertinent conditions as at the acquisition date. 

Any contingent consideration to be transferred by the acquirer ǁill be recogniǌed at fair ǀalue at the 
acquisition  date.  Subsequent  changes  to  the  fair  ǀalue  of  the  contingent  consideration  ǁhich  is 
deemed to be an asset or liability ǁill be recogniǌed in accordance ǁith PFRS ϵ either in profit or loss 
or  as  a  change  to  other  comprehensiǀe  income.  If  the  contingent  consideration  is  classified  as 
equity,  it  should  not  be  remeasured.   Subsequent  settlement  is  accounted  for  ǁithin  equity.   
In  an  instance ǁhere  the  contingent  consideration  does  not  fall ǁithin  the  scope  of  PFRS  ϵ,  it  is 
measured in accordance ǁith the appropriate PFRS. 
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'oodǁill  is  initially  measured  at  cost  being  the  eǆcess  of  the  aggregate  of  the  consideration 
transferred and the amount recogniǌed for nonͲcontrolling interest oǀer the net identifiable assets 
acquired and liabilities assumed.  If this consideration is loǁer than the fair ǀalue of the net assets of 
the  subsidiary  acquired,  the  difference  is  recogniǌed  in  profit  or  loss.  If  the  initial  accounting  for 
business combination can be determined only proǀisionally by the end of the period by ǁhich the 
combination is effected because either the fair ǀalues to be assigned to the acquiree’s  identifiable 
assets,  liabilities  or  contingent  liabilities  or  the  cost  of  the  combination  can  be  determined  only 
proǀisionally,  the 'roup accounts  the  combination using proǀisional  ǀalues. Adũustments  to  these 
proǀisional ǀalues as a result of completing the  initial accounting shall be made ǁithin ϭϮ months 
from  the  acquisition  date.  The  carrying  amount  of  an  identifiable  asset,  liability  or  contingent 
liability that is recogniǌed as a result of completing the initial accounting shall be calculated as if its 
fair  ǀalue  at  the  acquisition  date  had  been  recogniǌed  from  that  date  and  goodǁill  or  any  gain 
recogniǌed shall be adũusted from the acquisition date by an amount equal to the adũustment to the 
fair  ǀalue  at  the  acquisition  date  of  the  identifiable  asset,  liability  or  contingent  liability  being 
recogniǌed or adũusted. 

 
After  initial recognition, goodǁill  is measured at cost  less any accumulated impairment  losses. For 
the  purpose  of  impairment  testing,  goodǁill  acquired  in  a  business  combination  is,  from  the 
acquisition date, allocated to each of the 'roup’s cashͲgenerating units that are eǆpected to benefit 
from the combination, irrespectiǀe of ǁhether other assets or liabilities of the acquiree are assigned 
to those units. there goodǁill forms part of a cashͲgenerating unit and part of the operation ǁithin 
that unit  is disposed of,  the goodǁill  associated ǁith  the operation disposed of  is  included  in  the 
carrying amount of the operation ǁhen determining the gain or  loss on disposal of the operation. 
'oodǁill disposed of in this circumstance is measured based on the relatiǀe ǀalues of the operation 
disposed of and the portion of the cashͲgenerating unit retained. 

Financial Assets and Liabilities 

Date of Zecognition.  The 'roup recogniǌes a financial asset or a financial liability in the consolidated 
statement of financial position ǁhen it becomes a party to the contractual proǀisions of a financial 
instrument.    In  the  case  of  a  regular  ǁay  purchase  or  sale  of  financial  assets,  recognition  and 
derecognition, as applicable, is done using trade date accounting. 

Initial  Zecognition  and Deasurement.    Financial  instruments  are  recogniǌed  initially  at  fair  ǀalue, 
ǁhich  is  the  fair  ǀalue  of  the  consideration  giǀen  (in  case  of  an  asset)  or  receiǀed  (in  case  of  a 
liability).  The initial measurement of financial instruments, eǆcept for those designated at fair ǀalue 
through profit and loss (FsPL), includes transaction cost. 

͞Day ϭ͟ Difference.  there the transaction in a nonͲactiǀe market is different from the fair ǀalue of 
other  obserǀable  current  market  transactions  in  the  same  instrument  or  based  on  a  ǀaluation 
technique  ǁhose  ǀariables  include  only  data  from  obserǀable  market,  the  'roup  recogniǌes  the 
difference betǁeen the transaction price and fair ǀalue (a ͞Day ϭ͟ difference)  in profit or  loss.    In 
cases ǁhere there is no obserǀable data on inception, the 'roup deems the transaction price as the 
best  estimate  of  fair  ǀalue  and  recogniǌes  ͞Day  ϭ͟  difference  in  profit  or  loss  ǁhen  the  inputs 
become  obserǀable  or  ǁhen  the  instrument  is  derecogniǌed.    For  each  transaction,  the  'roup 
determines the appropriate method of recogniǌing the ͞Day ϭ͟ difference. 
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Financial Assets 

Classification.    The  'roup  classifies  its  financial  assets  at  initial  recognition  under  the  folloǁing 
categories: (a) financial assets at FsPL, (b) financial assets at amortiǌed cost and (c) financial assets 
at fair ǀalue through other comprehensiǀe income (FsOCI). 

As at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, the 'roup does not haǀe financial assets at FsPL and financial 
assets at FsOCI. 

Financial Assets at Amortiǌed Cost. Financial assets shall be measured at amortiǌed cost if both of 
the folloǁing conditions are met: 

ͻ  the financial asset is held ǁithin a business model ǁhose obũectiǀe is to hold financial assets in 
order to collect contractual cash floǁs͖ and  

ͻ  the contractual terms of the financial asset giǀe rise, on specified dates, to cash floǁs that are 
solely payments of principal and interest on the principal amount outstanding. 

After  initial  recognition,  financial  assets  at  amortiǌed  cost  are  subsequently  measured  at 
amortiǌed  cost  using  the  effectiǀe  interest  method,  less  alloǁance  for  impairment,  if  any. 
Amortiǌed cost  is  calculated by  taking  into account any discount or premium on acquisition and 
fees  that  are  an  integral  part  of  the  effectiǀe  interest  rate.    'ains  and  losses  are  recogniǌed  in 
profit  or  loss  ǁhen  the  financial  assets  are  derecogniǌed  and  through  amortiǌation  process. 
Financial assets at amortiǌed cost are included under current assets if realiǌability or collectability 
is  ǁithin  ϭϮ  months  after  the  reporting  period.    Otherǁise,  these  are  classified  as  noncurrent 
assets. 

As  at  December  ϯϭ,  ϮϬϭϵ  and  ϮϬϭϴ,  the  'roup’s  cash  and  cash  equiǀalents,  trade  and  other 
receiǀables  (eǆcluding  adǀances  to  officers  and  employees),  due  from  related  parties  and 
refundable deposits (presented under ͞Other noncurrent assets͟ account) are classified under this 
category. 

Cash.  Cash pertains to cash on hand and cash in banks ǁhich are stated at face ǀalue. These are 
immediately aǀailable for use in current operations. 

Cash  �Ƌuivalents.  Cash  equiǀalents  are  shortͲterm,  highly  liquid  inǀestments  that  are  readily 
conǀertible to knoǁn amounts of cash ǁith original maturities of three months or less from dates 
of placement and ǁhich are subũect to an insignificant risk of changes in ǀalue. 
 
Financial Liabilities 
 
Classification.    The  'roup  classifies  its  financial  liabilities  as  either  financial  liabilities  at  FsPL  or 
financial liabilities at amortiǌed cost.  The classification of a financial instrument largely depends on 
the 'roup’s business model and its contractual cash floǁ characteristics. 

As at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, the 'roup does not haǀe financial liabilities at FsPL. 

Financial >iabilities at Amortiǌed Cost.  Financial liabilities are categoriǌed as financial liabilities at 
amortiǌed cost ǁhen the substance of the contractual arrangement results in the 'roup haǀing an 
obligation either to deliǀer cash or another financial asset to the holder, or to settle the obligation 
other than by the eǆchange of a fiǆed amount of cash or another financial asset for a fiǆed number 
of its oǁn equity instruments. 
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These  financial  liabilities  are  initially  recogniǌed  at  fair  ǀalue  less  any  directly  attributable 
transaction costs.  After initial recognition, these financial liabilities are subsequently measured at 
amortiǌed  cost using  the effectiǀe  interest method.   Amortiǌed  cost  is  calculated by  taking  into 
account any discount or premium on the issue and fees that are an integral part of the effectiǀe 
interest  rate.    'ains  and  losses  are  recogniǌed  in  profit  or  loss  ǁhen  the  liabilities  are 
derecogniǌed or impaired or through the amortiǌation process. 

As  at  December  ϯϭ,  ϮϬϭϵ  and  ϮϬϭϴ,  the 'roup’s  trade  and  other  payables  (eǆcluding  statutory 
liabilities),  loans  payable,  lease  liabilities  and  due  to  related  parties  are  classified  under  this 
category. 

 
Reclassification 
The 'roup  reclassifies  its  financial  assets ǁhen,  and only ǁhen,  it  changes  its business model  for 
managing  those  financial assets.   The reclassification  is applied prospectiǀely  from the  first day of 
the first reporting period folloǁing the change in the business model (reclassification date). 

For a financial asset reclassified out of the financial assets at amortiǌed cost category to financial 
assets at FsPL, any gain or loss arising from the difference betǁeen the preǀious amortiǌed cost of 
the financial asset and fair ǀalue is recogniǌed in profit or loss. 

For a financial asset reclassified out of the financial assets at amortiǌed cost category to financial 
assets at FsOCI, any gain or loss arising from a difference betǁeen the preǀious amortiǌed cost of 
the financial asset and fair ǀalue is recogniǌed in OCI. 

In  the  case  of  a  financial  asset  that  does  not  haǀe  a  fiǆed  maturity,  the  gain  or  loss  shall  be 
recogniǌed  in  profit  or  loss ǁhen  the  financial  asset  is  sold or  disposed.  If  the  financial  asset  is 
subsequently  impaired,  any preǀious gain or  loss  that has been  recogniǌed  in OCI  is  reclassified 
from equity to profit or loss. 
 
ImƉairment of Financial Assets at Amortized Cost 
The  'roup  recogniǌes  an  alloǁance  for  eǆpected  credit  loss  (ECL)  for  all  debt  instruments  not 
measured  at  FsPL.  ECL  is  based  on  the  difference  betǁeen  the  contractual  cash  floǁs  due  in 
accordance  ǁith  the  contract  and  all  the  cash  floǁs  that  the  'roup  eǆpects  to  receiǀe.  The 
difference is then discounted at an approǆimation to the asset’s original effectiǀe interest rate. 
 
Trade  and  other  receivables.  For  trade  and  other  receiǀables  (eǆcluding  trade  receiǀables  from 
related  parties  and  adǀances  to  officers  and  employees),  the  'roup  has  applied  the  simplified 
approach in measuring ECL. 
 
The 'roup has established a proǀision matriǆ  that  is based on  its historical credit  loss eǆperience, 
adũusted for forǁardͲlooking factors specific to the debtors and the economic enǀironment and an 
assessment  of  both  the  current  as ǁell  as  the  forecasted direction of  conditions  at  the  reporting 
date, including time ǀalue of money ǁhere appropriate. 
 
Kther Financial Instruments Deasured at Amortiǌed Cost.  For these instruments, the ECL is based 
on the ϭϮͲmonth ECL, ǁhich pertains to the portion of lifetime ECL that result from default eǀents 
on a financial instrument that are possible ǁithin ϭϮ months after the reporting date. 
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,oǁeǀer,  ǁhen  there  has  been  a  significant  increase  in  credit  risk  since  initial  recognition,  the 
alloǁance ǁill be based on the lifetime ECL. then determining ǁhether the credit risk of a financial 
asset has  increased significantly since  initial  recognition,  the 'roup compares  the risk of a default 
occurring on the financial instrument as at the reporting date ǁith the risk of a default occurring on 
the  financial  instrument  as  at  the  date  of  initial  recognition  and  consider  reasonable  and 
supportable  information,  that  is  aǀailable  ǁithout  undue  cost  or  effort,  that  is  indicatiǀe  of 
significant increases in credit risk since initial recognition. 

Classification of Financial Instrument between Liability and EƋuity 
A financial instrument is classified as liability if it proǀides for a contractual obligation to: 

 
x Deliǀer cash or another financial asset to another entity͖  

 
x Eǆchange  financial  assets  or  financial  liabilities ǁith  another  entity  under  conditions  that  are 

potentially unfaǀorable to the 'roup͖ or  
 

x Satisfy the obligation other than by the eǆchange of a fiǆed amount of cash or another financial 
asset for a fiǆed number of oǁn equity shares. 

If the 'roup does not haǀe an unconditional right to aǀoid deliǀering cash or another financial asset 
to settle its contractual obligation, the obligation meets the definition of a financial liability.  

Otherǁise, a financial instrument is classified as equity. 
 
Derecognition of Financial Assets and Liabilities 
 
Financial Assets.  A financial asset (or ǁhere applicable, a part of a financial asset or part of a group 
of similar financial assets) is derecogniǌed ǁhen:  

x the right to receiǀe cash floǁs from the asset has eǆpired͖  

x the 'roup retains the right to receiǀe cash floǁs from the financial asset, but has assumed an 
obligation  to  pay  them  in  full ǁithout material  delay  to  a  third  party  under  a  ͞passͲthrough͟ 
arrangement͖ or 

x the 'roup has transferred its right to receiǀe cash floǁs from the financial asset and either (a) 
has transferred substantially all the risks and reǁards of the asset, or (b) has neither transferred 
nor retained substantially all the risks and reǁards of the asset, but has transferred control of 
the asset. 

then the 'roup has transferred its right to receiǀe cash floǁs from a financial asset or has entered 
into a passͲthrough arrangement, and has neither transferred nor retained substantially all the risks 
and  reǁards of oǁnership of  the  financial asset nor  transferred control of  the  financial asset,  the 
financial  asset  is  recogniǌed  to  the  eǆtent  of  the  'roup’s  continuing  inǀolǀement  in  the  financial 
asset.    Continuing  inǀolǀement  that  takes  the  form  of  a  guarantee  oǀer  the  transferred  financial 
asset  is  measured  at  the  loǁer  of  the  original  carrying  amount  of  the  financial  asset  and  the 
maǆimum amount of consideration that the 'roup could be required to repay. 
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Financial  >iabilities.   A  financial  liability  is  derecogniǌed ǁhen  the  obligation  under  the  liability  is 
discharged,  cancelled  or  has  eǆpired.   then  an  eǆisting  financial  liability  is  replaced  by  another 
from  the  same  lender  on  substantially  different  terms,  or  the  terms  of  an  eǆisting  liability  are 
substantially  modified,  such  an  eǆchange  or  modification  is  treated  as  a  derecognition  of  the 
original liability and the recognition of a neǁ liability, and the difference in the respectiǀe carrying 
amounts is recogniǌed in profit or loss. 

 
A modification is considered substantial if the present ǀalue of the cash floǁs under the neǁ terms, 
including  net  fees  paid  or  receiǀed  and  discounted  using  the  original  effectiǀe  interest  rate,  is 
different by at least ϭϬй from the discounted present ǀalue of remaining cash floǁs of the original 
liability. 

The  fair  ǀalue  of  the modified  financial  liability  is  determined  based  on  its  eǆpected  cash  floǁs, 
discounted  using  the  interest  rate  at  ǁhich  the  'roup  could  raise  debt  ǁith  similar  terms  and 
conditions in the market.  The difference betǁeen the carrying ǀalue of the original liability and fair 
ǀalue of the neǁ liability is recogniǌed in the consolidated statement of comprehensiǀe income. 

On  the  other  hand,  if  the  difference  does  not  meet  the  ϭϬй  threshold,  the  original  debt  is  not 
eǆtinguished but merely modified.  In such case, the carrying amount is adũusted by the costs or fees 
paid or receiǀed in the restructuring. 

Offsetting of Financial Assets and Liabilities 
Financial assets and financial  liabilities are offset and the net amount reported in the consolidated 
statement of financial position if, and only if, there is a currently enforceable legal right to offset the 
recogniǌed amounts and there is intention to settle on a net basis, or to realiǌe the asset and settle 
the liability simultaneously.  This is not generally the case ǁith master netting agreements, and the 
related  assets  and  liabilities  are  presented  at  gross  in  the  consolidated  statement  of  financial 
position. 

Advances to Officers and EmƉloyees   
Adǀances to officers and employees represent adǀances ǁhich are subũect to liquidation.  These are 
carried at face amount in the consolidated statement of financial position and are recogniǌed to the 
corresponding eǆpense account upon liquidation. 

Inventories 
Inǀentories are ǀalued at loǁer of cost and net realiǌable ǀalue (NRs).  Cost is determined primarily 
through firstͲinͲfirstͲout method.  The cost of finished goods comprises of raǁ materials, direct labor 
and  related  production  oǀerheads  (based  on  normal  operating  capacity).    Cost  of  raǁ materials 
includes  purchase  price  and  other  taǆes  that  are  not  subsequently  recoǀerable  from  taǆing 
authorities.  The NRs of inǀentories is the estimated selling price in the ordinary course of business, 
less  estimated  costs  of  completion  and  the  estimated  costs  necessary  to  make  the  sale.   
In  determining  the  net  realiǌable  ǀalue,  the  'roup  considers  any  adũustment  necessary  for 
obsolescence. 

CWT and InƉut sAT 

CtT.  CtT represent the amount ǁithheld by the 'roup’s customers in relation to its income.  CtT 
can be carried forǁard to the succeeding year ǁhen in eǆcess of income taǆ payable and utiliǌed as 
payment for income taǆes proǀided that these are properly supported ǁith certificates of creditable 
taǆ ǁithheld at source.  CtT are stated at face amount less any impairment in ǀalue. 
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Input  sAT.    Reǀenue,  eǆpenses  and  assets  are  recogniǌed  net  of  the  amount  of  sAT,  eǆcept  for 
receiǀables and payables  that are stated ǁith  the amount of sAT  included.  Input sAT  is  stated at 
face amount less impairment in ǀalue, if any. 

Other Current Assets 
Other current assets consist of adǀances to suppliers and prepayments. 

Advances  to  Suppliers.    Adǀances  to  suppliers  are  amounts  paid  in  adǀance  for  the  purchase  of 
goods and serǀices.  These are carried at the amount of cash paid in the consolidated statement of 
financial position and are recogniǌed to the corresponding asset account ǁhen the goods or serǀices 
for ǁhich the adǀances ǁere made are receiǀed. 

Prepayments.    Prepayments  represent  eǆpenses  not  yet  incurred  but  already  paid  in  cash.  
Prepayments  are  initially  recorded  as  assets  and  measured  at  the  amount  of  cash  paid.  
Subsequently, these are charged to eǆpense as these are consumed in operations or eǆpire ǁith the 
passage of  time.    Prepayments  are  classified  as  current  asset ǁhen  the  cost  of  goods or  serǀices 
related  to  the  prepayment  are  eǆpected  to  be  incurred  ǁithin  one  year  or  the  'roup’s  normal 
operating cycle, ǁhicheǀer is longer.  Otherǁise, prepayments are classified as noncurrent assets. 

ProƉerty, Plant and EƋuiƉment 
Property,  plant  and  equipment  are  stated  at  cost  less  accumulated  depreciation  and  any 
accumulated impairment ǀalue. 

The  initial  cost  of  property  and  equipment  comprises  its  purchase  price,  after  deducting  trade 
discounts  and  rebates,  and  any  directly  attributable  costs  of  bringing  the  asset  to  its  ǁorking 
condition and location for its intended use.  The cost of selfͲconstructed assets includes the cost of 
materials and direct  labor, any other costs directly attributable to bringing the assets to a ǁorking 
condition for their intended use, the costs of dismantling and remoǀing the items and restoring the 
site on ǁhich they are located and capitaliǌed borroǁing costs. 

Eǆpenditures incurred after the property, plant and equipment haǀe been put into operation, such 
as repairs, maintenance and oǀerhaul costs, are normally recogniǌed in profit or loss in the year the 
costs are  incurred.    In situations ǁhere  it can be clearly demonstrated that the eǆpenditures haǀe 
resulted in an increase in the future economic benefits eǆpected to be obtained from the use of an 
item of property, plant and equipment beyond its originally assessed standard of performance, the 
eǆpenditures  are  capitaliǌed  as  additional  costs  of  property,  plant  and  equipment.    The  cost  of 
replacing a component of an  item of property, plant and equipment  is  recogniǌed  if  it  is probable 
that the future economic benefits embodied ǁithin the component ǁill  floǁ to the 'roup, and its 
cost can be measured reliably.  The carrying amount of the replaced component is derecogniǌed.   

then significant parts of an item of property, plant and equipment haǀe different useful liǀes, these 
are accounted for as separate items (maũor components) of property, plant and equipment. 
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Depreciation  and  amortiǌation  are  computed  using  the  straightͲline  method  oǀer  the  folloǁing 
estimated useful liǀes of the property, plant and equipment: 
 

  Number of Years 
Machinery and equipment  ϱ to ϭϬ 
�uildings and leasehold improǀements  ϮϬ and ϯ or term of the lease, 

ǁhicheǀer is shorter, 
respectiǀely 

Office equipment, furniture and fiǆtures  ϯ to ϱ 
Tools  ϯ to ϱ 
Transportation equipment  ϱ to ϭϬ 

The estimated useful  liǀes and depreciation and amortiǌation method are reǀieǁed periodically to 
ensure  that  these  are  consistent  ǁith  the  eǆpected  pattern  of  economic  benefits  from  items  of 
property, plant and equipment. 

Fully depreciated assets are retained in the accounts until these are no longer in use and no further 
charge for depreciation and amortiǌation is made in respect of these assets. 

then  assets  are  retired  or  otherǁise  disposed  of,  the  cost  and  the  related  accumulated 
depreciation,  amortiǌation  and  any  impairment  in  ǀalue  are  remoǀed  from  the  accounts.  
Any resulting gain or loss is recogniǌed in profit or loss. 

ConstructionͲinͲprogress  (CIP)  represents  properties  under  construction  and  is  stated  at  cost, 
including costs of construction and other direct costs.  �orroǁing costs that are directly attributable 
to  the  construction  of  the  property,  plant  and  equipment  are  capitaliǌed  during  the  construction 
period. CIP is not depreciated until such time that the releǀant assets are completed and aǀailable 
for operational use. 

Leasehold Rights 
The leasehold rights of Treasure and �� Stronghold are stated at cost less accumulated amortiǌation 
and  any  impairment  in  ǀalue.    Leasehold  rights  are measured  on  initial  recognition  at  cost ǁhich 
includes purchase price and other direct  costs.    Subsequent  to  initial  recognition,  leasehold  rights 
are carried at cost less any accumulated amortiǌation and any impairment losses.  The amortiǌation 
of the leasehold rights is computed on a straight line basis oǀer Ϯϱ years and ϰϮ years for Treasure 
and �� Stronghold, respectiǀely, ǁhich are the terms of the lease agreement. 

The estimated useful liǀes and amortiǌation method are reǀieǁed periodically to ensure that these 
are consistent ǁith the eǆpected pattern of economic benefits from the leasehold rights. 

then leasehold rights are retired or disposed of, the cost and the related accumulated amortiǌation 
and any impairment in ǀalue are remoǀed from the accounts. Any resulting gain or loss is recogniǌed 
in profit or loss. 
 
Borrowing Costs 
�orroǁing costs that are directly attributable to the acquisition, construction of a qualifying asset, 
ǁhich necessarily takes a substantial period of time to prepare for its intended use are included in 
the cost of that asset.  Such borroǁing costs are capitaliǌed as part of the cost of the asset ǁhen it is 
probable  that  these  ǁill  result  in  future  economic  benefits  to  the  'roup  and  the  costs  can  be 
measured reliably.  Other borroǁing costs are recogniǌed as eǆpense.  
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Capitaliǌation of borroǁing costs is suspended during eǆtended period in ǁhich the 'roup suspends 
actiǀe deǀelopment of a qualifying asset and ceases ǁhen substantially all the actiǀities necessary to 
prepare  the qualifying asset  for  its  intended use are complete.   An asset  is normally  ready  for  its 
intended  use  ǁhen  the  physical  construction  of  the  asset  is  complete  eǀen  though  routine 
administratiǀe ǁork might still continue. 

Advances to Contractors 
Adǀances to contractors represent funds adǀanced by the 'roup to its contractors in relation to its 
plant  eǆpansion  proũects.  These  are  carried  at  the  amount  of  cash  paid  in  the  consolidated 
statement of  financial position and are recogniǌed to the corresponding asset or eǆpense account 
ǁhen the goods or serǀices for ǁhich the adǀances ǁere made are receiǀed or rendered. Adǀances 
to  contractors  ǁherein  the  corresponding  serǀices  or  goods  are  eǆpected  to  be  performed  or 
deliǀered beyond one year after the reporting date are classified as noncurrent asset. 

ImƉairment of Nonfinancial Assets 
Nonfinancial  assets  consisting  of  property,  plant  and  equipment,  leasehold  rights  and  other 
nonfinancial  assets  are  reǀieǁed  for  impairment  ǁheneǀer  eǀents  or  changes  in  circumstances 
indicate that the carrying amount of an asset may not be recoǀerable. If any such indication eǆists 
and  ǁhere  the  carrying  amount  of  an  asset  eǆceeds  its  recoǀerable  amount,  the  asset  or  cashͲ
generating unit  is ǁritten doǁn to  its  recoǀerable amount.   The estimated  recoǀerable amount  is 
the higher of an asset’s fair ǀalue less costs to sell and ǀalue in use.    In assessing ǀalue in use, the 
estimated future cash floǁs are discounted to their present ǀalue using a preͲtaǆ discount rate that 
reflects current market assessments of time ǀalue of money and the risks specific to the asset.  For 
an  asset  that  does  not  generate  largely  independent  cash  infloǁs,  the  recoǀerable  amount  is 
determined  for  the  cashͲgenerating  unit  to  ǁhich  the  asset  belongs.    Impairment  losses  are 
recogniǌed in profit or loss. 

An assessment is made at each reporting date as to ǁhether there is any indication that preǀiously 
recogniǌed impairment losses may no longer eǆist or may haǀe decreased. If such indication eǆists, 
the recoǀerable amount  is estimated.   A preǀiously  recogniǌed  impairment  loss  is  reǀersed only  if 
there has been a change in the estimates used to determine the asset’s recoǀerable amount since 
the  last  impairment  loss ǁas  recogniǌed.    If  that  is  the  case,  the  carrying  amount  of  the  asset  is 
increased  to  its  recoǀerable amount.    That  increased amount  cannot eǆceed  the  carrying  amount 
that ǁould haǀe been determined, net of depreciation, had no impairment loss been recogniǌed for 
the asset in prior years.  After such a reǀersal the depreciation charge is adũusted in future periods 
to allocate the asset’s reǀised carrying amount,  less any residual ǀalue, on a systematic basis oǀer 
remaining useful life. 

EƋuity 

Capital  StocŬ and Additional Paid‐in Capital.    Capital  stock  is measured at par  ǀalue  for all  shares 
issued.  Proceeds  and/or  fair  ǀalue  of  considerations  receiǀed  in  eǆcess  of  par  ǀalue,  if  any,  are 
recogniǌed  as  additional  paidͲin  capital.  Incremental  costs  incurred  directly  attributable  to  the 
issuance of neǁ shares are recogniǌed in equity as deduction from proceeds, net of taǆ.   

Deficit.  Deficit represents the cumulatiǀe balance of net income or loss, net of diǀidend declaration. 
   



Ͳ ϭϳ Ͳ 
 
 

 

Deposits  for  Future  Subscription.    The  'roup  classifies  a  contract  to  deliǀer  its  oǁn  equity 
instruments under  equity as a separate account from ͞Outstanding Capital Stock͟ if and only if, all 
of the folloǁing elements set forth by the SEC are present as at end of the reporting period: 

x The unissued authoriǌed capital stock of the entity is insufficient to coǀer the amount of shares 
indicated in the contract͖ 

x There is �OD approǀal on the proposed increase in the authoriǌed capital stock͖ 
x There is stockholders’ approǀal of said proposed increase͖ and 
x The application for the approǀal of the proposed increase has been presented for filing or has 

been filed ǁith the SEC. 

If any or all of  the  foregoing elements are not present,  the  transaction should be  recogniǌed as a 
liability. 

Kther �Ƌuity Zeserves.  Other equity reserǀes represent items of income and eǆpenses that are not 
recogniǌed  in  consolidated  statement  of  comprehensiǀe  income  for  the  year.    This  includes 
remeasurement  gains  and  losses  on  retirement  liability,  net  of  deferred  income  taǆ,  cumulatiǀe 
translation adũustment and adũustments to equity. 

Revenue Recognition 
Reǀenue  from  contract  ǁith  customers  is  recogniǌed  ǁhen  the  performance  obligation  in  the 
contract has been satisfied, either at a point in time or oǀer time.  Reǀenue is recogniǌed oǀer time if 
one  of  the  folloǁing  criteria  is met:  (a)  the  customer  simultaneously  receiǀes  and  consumes  the 
benefits as the 'roup perform its obligations͖ (b) the 'roup’s performance creates or enhances an 
asset that the customer controls as the asset is created or enhanced͖ or (c) the 'roup’s performance 
does not  create an asset ǁith an alternatiǀe use  to  the 'roup and  the 'roup has an enforceable 
right to payment for performance completed to date. Otherǁise, reǀenue is recogniǌed at a point in 
time. 
 
Reǀenue  is disaggregated by geographical  region  in  the consolidated statement of comprehensiǀe 
income. 
 
The 'roup also assesses its reǀenue arrangements to determine if it is acting as a principal or as an 
agent.  The 'roup has assessed that it acts as a principal in all of its reǀenue sources. 
 
The folloǁing specific recognition criteria must also be met before reǀenue is recogniǌed. 

Zevenue.  Reǀenue is recogniǌed ǁhen the risk and reǁards of oǁnership of the goods haǀe passed 
to  the  buyer  and  the  amount  of  reǀenue  can  be measured  reliably.  The  performance  obligations 
from sale of goods are satisfied upon deliǀery and are recogniǌed at a point in time. 

Interest Income.  Income is recogniǌed as the interest accrues taking into account the effectiǀe yield 
on the assets, net of final taǆ. 

Zental Income.  Rental income is recogniǌed on a straightͲline basis oǀer the lease term. 

Kther Income.  Income from other sources is recogniǌed ǁhen earned during the period. 
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Cost and ExƉense Recognition 
Costs  and  eǆpenses  are  recogniǌed  in  profit  or  loss ǁhen  a  decrease  in  future  economic  benefit 
related to a decrease in an asset or an increase in a liability has arisen that can be measured reliably.  

Costs  of 'oods  Sold.   Costs  of  goods  sold  are  recogniǌed  as  eǆpense ǁhen  the  related  goods  are 
sold. 

Kperating �xpenses.   Operating eǆpenses constitute costs of administering  the business and costs 
incurred to sell and market the goods.  These are eǆpensed ǁhen incurred. 

Interest �xpense.  Interest eǆpense is recogniǌed in profit or loss using the effectiǀe interest method. 

Basic and Diluted Loss Ɖer Share 
The 'roup presents basic and diluted loss per share.   �asic  loss per share  is calculated by diǀiding 
the  loss attributable  to equity holders of  the 'roup by  the ǁeighted aǀerage number of common 
shares outstanding during the year, eǆcluding common shares purchased by the 'roup and held as 
treasury shares.   
 
Diluted  loss per share  is calculated  in the same manner, adũusted for the effects of all  the dilutiǀe 
potential common shares.   

EmƉloyee Benefits 

Short‐term Benefits.  The 'roup proǀides shortͲterm benefits to its employees in the form of basic 
pay, ϭϯth month pay, bonuses, employer’s share on goǀernment contribution, and other shortͲterm 
benefits. 

Zetirement Benefits.   T<C and Treasure haǀe unfunded, nonͲcontributory retirement plan coǀering 
their qualified employees ǁhile �� Stronghold maintains a state managed social security contribution 
plan  for  the  retirement  benefits  of  its  employees.  Costs  of  retirement  benefits  are  actuarially 
determined  using  the  proũected  unit  credit  method.    This  method  reflects  serǀice  rendered  by 
employees to the date of ǀaluation and incorporates assumptions concerning employees’ proũected 
salaries. 

The 'roup recogniǌes serǀice costs, comprising of current serǀice costs, past serǀice costs, gains and 
losses  on  curtailments  and  nonͲroutine  settlements͖  and  net  interest  eǆpense  or  income  in  the 
consolidated statement of comprehensiǀe income. 

Past serǀice costs are recogniǌed in profit or loss on the earlier of the date of the plan amendment 
or curtailment͖ and the date that the 'roup recogniǌes restructuringͲrelated costs. 

Interest on retirement liability is the change during the period in the retirement liability that arises 
from the passage of time ǁhich is determined by applying the discount rate based on goǀernment 
bonds to the retirement liability.  Interest is calculated by applying the discount rate to the defined 
benefit liability. 

Remeasurements comprising actuarial gains and losses, return on plan assets and any change in the 
effect  of  the  asset  ceiling  (eǆcluding  net  interest  on  defined  benefit  liability)  are  recogniǌed 
immediately in OCI in the period in ǁhich they arise.  Remeasurements are not reclassified to profit 
or loss in subsequent periods. 
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The present ǀalue of the defined benefit liability is determined by discounting the estimated future 
cash outfloǁs using interest rate on goǀernment bonds that haǀe terms to maturity approǆimating 
the terms of the related retirement liability. 

Actuarial  ǀaluations  are  made  ǁith  sufficient  regularity  that  the  amounts  recogniǌed  in  the 
consolidated  financial  statements  do  not  differ  materially  from  the  amounts  that  ǁould  be 
determined at the reporting date. 

Leases 
A contract is, or contains, a lease ǁhen it conǀeys the right to control the use of an identified asset 
for a period of time in eǆchange for consideration.  To assess ǁhether a contract conǀeys the right 
to  control  the  use  of  an  identified  asset  for  a  period  of  time,  the  'roup  assesses  ǁhether, 
throughout the period of use, the customers has both of the folloǁing: 
   
x The  right  to obtain substantially all of  the economic benefits  from use of  the  identified asset͖ 

and  
x The right to direct the use of the identified asset. 
 
If the 'roup has the right to control the use of an identified asset for only a portion of the term of 
the contract, the contract contains a lease for that portion of the term. 
 
The  'roup  also  assesses  ǁhether  a  contract  contains  a  lease  for  each  potential  separate  lease 
component. 

 
GrouƉ as Lessee 

 
Accounting Policies after :anuary ϭ, Ϯ0ϭϵ 

 
At  the  commencement  date,  the  'roup  recogniǌes  ROh  asset  and  a  lease  liability  for  all  leases, 
eǆcept for leases ǁith lease terms of tǁelǀe (ϭϮ) months or less (shortͲterm leases) and leases for 
ǁhich the underlying asset is of loǁ ǀalue in ǁhich case the lease payments associated ǁith those 
leases are recogniǌed as an eǆpense on a straightͲline basis. 
 
ZKh  Asset.  At  commencement  date,  the  'roup  measures  the  ROh  asset  at  cost.    The  cost 
comprises: 

 
x the amount of the initial measurement of lease liability͖ 
x any  lease  payments  made  at  or  before  the  commencement  date  less  any  lease  incentiǀes 

receiǀed͖ 
x any initial direct costs incurred by the 'roup͖ and 
x an estimation of costs to be incurred by the 'roup in dismantling and remoǀing the underlying 

asset, ǁhen applicable. 
 
The  ROh  asset  is  recogniǌed  under  the  same  basis  ǁith  property  and  equipment  at  the  present 
ǀalue of the lease liability at the commencement date of the lease, adding any directly attributable 
costs.  After  the  commencement  date,  the  ROh  asset  is  carried  at  cost  less  any  accumulated 
amortiǌation  and  accumulated  impairment  losses,  and  adũusted  for  any  remeasurement  of  the 
related lease liability.   
 
The ROh asset is amortiǌed on a straightͲline basis oǀer the useful life of ϯ years. 



Ͳ ϮϬ Ͳ 
 
 

 

>ease >iability.   At commencement date, the 'roup measures lease liability at the present ǀalue of 
future  lease  payments  using  the  interest  rate  implicit  in  the  lease,  if  that  rate  can  be  readily 
determined.  Otherǁise, the 'roup uses its incremental borroǁing rate. 

Lease payments included in the measurement of a lease liability comprise the folloǁing: 
x fiǆed payments, including inͲsubstance fiǆed payments͖ 
x ǀariable lease payments that depend on an indeǆ or a rate, initially measured using the indeǆ or 

rate as at the commencement date͖ 
x amounts eǆpected to be payable under a residual ǀalue guarantee͖ and 
x the  eǆercise  price  under  a  purchase  option  that  the  'roup  is  reasonably  certain  to  eǆercise, 

lease payments in an optional reneǁal period if the 'roup is reasonable certain to eǆercise an 
eǆtension option, and penalties for early termination of a lease unless the 'roup is reasonable 
certain not to terminate early. 

 
A  lease liability  is subsequently measured at amortiǌed cost.  Interest on the lease liability and any 
ǀariable lease payments not included in the measurement of lease liability are recogniǌed in profit 
or loss unless these are capitaliǌed as costs of another asset. sariable lease payments not included 
in the measurement of the lease liability are recogniǌed in profit or loss ǁhen the eǀent or condition 
that triggers those payments occurs. 
 
If  there  is  a  change  in  the  lease  term  or  if  there  is  a  change  in  the  assessment  of  an  option  to 
purchase  the  underlying  asset,  the  lease  liability  is  remeasured  using  a  reǀised  discount  rate 
considering  the  reǀised  lease  payments  on  the  basis  of  the  reǀised  lease  term  or  reflecting  the 
change in amounts payable under the purchase option. The lease liability is also remeasured using 
the  reǀised  lease  payments  if  there  is  a  change  in  the  amounts  eǆpected  to  be  payable  under  a 
residual ǀalue guarantee or a change in future lease payments resulting from a change in an indeǆ or 
a rate used to determine those payments. 
 
Accounting Policies before :anuary ϭ, Ϯ0ϭϵ 

Leases ǁhere the lessor retains substantially all the risk and reǁards of oǁnership are classified as 
operating  leases.  Operating  lease  payments  are  recogniǌed  as  an  eǆpense  in  the  consolidated 
statement of comprehensiǀe income on a straightͲline basis oǀer the lease term. 

Income Tax 

Current Tax.   Current taǆ is the eǆpected taǆ payable on the taǆable income for the year, using taǆ 
rate enacted or substantiǀely enacted at the reporting date. 

Deferred Tax.  Deferred taǆ is proǀided on all temporary differences at the reporting date betǁeen 
the taǆ bases of assets and liabilities and their carrying amounts for financial reporting purposes. 

Deferred taǆ liabilities are recogniǌed for all taǆable temporary differences.  Deferred taǆ assets are 
recogniǌed  for  all  deductible  temporary  differences,  and  carry  forǁard  benefits  of  the  eǆcess  of 
minimum  corporate  income  taǆ  (MCIT)  oǀer  the  regular  corporate  income  taǆ  (RCIT)  and  net 
operating loss carryoǀer (NOLCO), to the eǆtent that it is probable that future taǆable profit ǁill be 
aǀailable  against  ǁhich  the  deductible  temporary  differences,  eǆcess  MCIT  and  NOLCO  can  be 
utiliǌed. 
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The carrying amount of deferred taǆ assets  is reǀieǁed at each reporting date and reduced to the 
eǆtent that it is no longer probable that sufficient future taǆable profit ǁill be aǀailable to alloǁ all 
or part of the deferred income taǆ assets to be utiliǌed. 

Deferred  taǆ  assets  and  liabilities  are measured  at  the  taǆ  rate  that  is  eǆpected  to  apply  to  the 
period ǁhen the asset is realiǌed or the liability is settled, based on taǆ rate (and taǆ laǁs) in effect 
at the reporting date. 

Deferred taǆ assets and liabilities are offset, if a legally enforceable right eǆists to set off current taǆ 
assets against current taǆ liabilities and the deferred taǆes relate to the same taǆable entity and the 
same taǆation authority. 

Foreign Currency Transactions and Translation 
The 'roup determines its oǁn functional currency and items included in the consolidated financial 
statements  are  measured  using  that  functional  currency.    Transactions  in  foreign  currencies  are 
initially recorded in the functional currency rate ruling at the transaction date.  

Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional 
currency rate of eǆchange ruling at the reporting date.  All differences are taken to the consolidated 
statement of comprehensiǀe income.  Nonmonetary items that are measured in terms of historical 
cost  in  a  foreign  currency  are  translated  using  the  eǆchange  rates  as  at  the  dates  of  the  initial 
transactions.  Nonmonetary items measured at fair ǀalue in a foreign currency are translated using 
the eǆchange rates at the date ǁhen the fair ǀalue ǁas determined. 

The  results  and  financial  position of  an  entity ǁhose  functional  currency  is  not  the  currency of  a 
hyperinflationary economy are translated into a different presentation currency using the folloǁing 
procedures: 

x assets and  liabilities for each balance sheet presented are translated at the closing rate at the 
date  of  that  balance  sheet.  This  ǁould  include  any  goodǁill  arising  on  the  acquisition  of  a 
foreign operation and any fair ǀalue adũustments to the carrying amounts of assets and liabilities 
arising on the acquisition of that foreign operation are treated as part of the assets and liabilities 
of the foreign operation͖ 

x income and eǆpenses for each income statement are translated at eǆchange rates at the dates 
of the transactions͖ and 

x all resulting eǆchange differences are recogniǌed in other comprehensiǀe income. 

Related Parties 
Related  party  relationship  eǆists  ǁhen  one  party  has  the  ability  to  control,  directly,  or  indirectly 
through one or more intermediaries, or eǆercise significant influence oǀer the other party in making 
financial  and  operating  decisions.    Such  relationships  also  eǆist  betǁeen  and/or  among  entities 
ǁhich  are  under  common  control  ǁith  the  reporting  entity,  or  betǁeen,  and/or  among  the 
reporting  entity  and  its  key management  personnel,  directors  or  its  stockholders.    In  considering 
each possible related party relationship, attention  is directed to the substance of the relationship, 
and not merely to the legal form. 
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Related party transactions are considered material and/or significant if (i) these transactions amount 
to  ϭϬй  or  higher  of  the  'roup’s  total  assets  or,  (ii)  there  are  seǀeral  transactions  or  a  series  of 
transactions oǀer a ϭϮͲmonth period ǁith the same related party amounting to ϭϬй or higher of the 
'roup’s  total  assets.  Details  of  transactions  entered  into  by  the  'roup  ǁith  related  parties  are 
reǀieǁed  by  the  Risk  and  Audit  Committee  and  the  �OD  in  accordance ǁith  the  'roupΖs  related 
party transactions policies. 

Provisions and Contingencies 
Proǀisions are recogniǌed ǁhen the 'roup has a present legal or constructiǀe obligation as a result 
of past eǀents, it is more likely than not that an outfloǁ of resources ǁill be required to settle the 
obligation͖ and the amount can be reliably estimated.  

Proǀisions are measured at the present ǀalue of the eǆpenditures eǆpected to be required to settle 
the  obligation  using  a  preͲtaǆ  rate  that  reflects  current market  assessments  of  the  time  ǀalue  of 
money and the risks specific to the obligation.  The increase in the proǀision due to passage of time 
is recogniǌed as interest eǆpense. 

Proǀisions are reǀieǁed at the end of each reporting year and adũusted to reflect the current best 
estimate.  

Contingent  liabilities  are  not  recogniǌed  in  the  consolidated  financial  statements.    These  are 
disclosed  in  the notes  to  consolidated  financial  statements unless  the possibility of  an outfloǁ of 
resources  embodying  economic  benefits  is  remote.    A  contingent  asset  is  not  recogniǌed  in  the 
consolidated  financial  statements  but  disclosed  in  the  notes  to  consolidated  financial  statements 
ǁhen an infloǁ of economic benefits is probable. 

Segment ReƉorting 
Operating segments are components of the 'roup: (a) that engage in business actiǀities from ǁhich 
they  may  earn  reǀenue  and  incur  eǆpenses  (including  reǀenues  and  eǆpenses  relating  to 
transactions  ǁith  other  components  of  the  'roup)͖  (b)  ǁhose  operating  results  are  regularly 
reǀieǁed by the 'roup’s senior management, its chief operating decision maker, to make decisions 
about  resources  to  be  allocated  to  the  segment  and  assess  its  performance͖  and  (c)  for  ǁhich 
discrete financial information is aǀailable.   

For  purposes  of  management  reporting,  the  'roup’s  operating  businesses  are  organiǌed  and 
managed  separately  based  on  geographical  segment, ǁith  each  business  representing  a  strategic 
business segment. 

Events After the ReƉorting Date 
Post yearͲend eǀents that proǀide additional information about the 'roup’s financial position at the 
end of reporting year (adũusting eǀents) are reflected in the consolidated financial statements ǁhen 
material.    Post  yearͲend  eǀents  that  are  nonͲadũusting  eǀents  are  disclosed  in  the  notes  to 
consolidated financial statements ǁhen material. 
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ϯ. Significant Judgment, Accounting Estimates and AssumƉtions 

The  preparation  of  the  'roup’s  consolidated  financial  statements  requires management  to make 
ũudgment, estimates and assumptions that affect the amounts reported in the consolidated financial 
statements  and  accompanying  notes.    The  ũudgment  and  estimates  used  in  the  consolidated 
financial statements are based upon management’s eǀaluation of releǀant facts and circumstances 
as at the reporting date. 

thile  the  'roup  belieǀes  that  the  assumptions  are  reasonable  and  appropriate,  significant 
differences in the actual eǆperience 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  reǀieǁed  on  an  onͲgoing  basis.    Changes  in 
accounting  estimates  are  recogniǌed  in  the  period  in ǁhich  the  estimate  is  reǀised  if  the  change 
affects only that period or in the period of the change and future periods if the reǀision affects both 
current and future periods. 

The  folloǁing  are  the  significant  ũudgment,  accounting  estimates  and  assumptions  made  by  the 
'roup: 

Assessing  the 'oing Concern.  The 'roup’s management  has made  an  assessment  of  the 'roup’s 
ability to continue as a going concern and is satisfied that the 'roup ǁill continue in business for the 
foreseeable future.  The 'roup’s related parties, hoǁeǀer, haǀe continued to proǀide the necessary 
financial  support  to  meet  its  maturing  obligations.    As  at  December  ϯϭ,  ϮϬϭϵ  and  ϮϬϭϴ,  due  to 
related  parties  aggregated  PсϮ,Ϯϱϱ.ϱ million  and  PсϮ,Ϭϴϳ.Ϭ million,  respectiǀely  (see Note  ϭϰ).  This 
enables  the  'roup  to  timely  meet  its  obligations  and  sustain  its  operations.    Management  has 
assessed  that  the  'roup  is  still  able  to  continue  as  a  going  concern.  Therefore,  the  financial 
statements continue to be prepared on a going concern basis. 

Determining the Functional Currency.  �ased on management’s assessment, the functional currency 
of the 'roup has been determined to be the Philippine Peso.  The Philippine Peso is the currency of 
the  primary  economic  enǀironment  in  ǁhich  the  'roup  operates.    It  is  the  currency  that mainly 
influences the operations of the 'roup. 

Determining  the  Kperating  Segments.    Determination  of  operating  segments  is  based  on  the 
information about components of  the 'roup  that management uses  to make decisions about  the 
operating  matters.    Operating  segments  use  internal  reports  that  are  regularly  reǀieǁed  by  the 
'roup’s chief operating decision maker, ǁhich is defined to be the 'roup’s �OD, in order to allocate 
resources  to  the  segment  and  assess  its  performance.    The  'roup  reports  separate  information 
about an operating segment that meets any of the folloǁing quantitatiǀe thresholds: (a) its reported 
reǀenue,  including both sales to eǆternal customers and intersegment sales or transfers,  is ϭϬй or 
more of  the combined  reǀenue,  internal and eǆternal, of all operating  segments͖  (b)  the absolute 
amount of  its  reported profit or  loss  is ϭϬй or more of  the greater,  in absolute amount, of  (i)  the 
combined reported profit of all operating segments that did not report a loss and (ii) the combined 
reported loss of all operating segments that reported a loss͖ and (c) the assets of the segment are 
ϭϬй or more of the combined assets of all operating segments. 

The 'roup has three reportable operating segments and generates reǀenues from tǁo geographical 
segments, Philippines and China. 
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Further  information  about  the  operating  segments  of  the  'roup  is  included  in  Note  Ϯϴ  to  the 
consolidated financial statements. 

Determining  the  >ease  Commitments  ‐  'roup  as  a  >essee.    The  'roup  has  entered  into  a  lease 
agreement for its office space. The 'roup determines that it has the right to control the use of the 
leased asset. Accordingly, the agreement contain lease. 

�stimating  the ZKh Asset  and  >ease  >iability.    The 'roup determines  lease payments,  lease  term 
and discount rate at the commencement date of a lease. The lease term comprises nonͲcancellable 
period of a lease contract.  Any option to eǆtend or terminate the lease that is included in the lease 
term must be enforceable. The 'roup considers all releǀant facts and circumstances that create an 
economic incentiǀe for the 'roup to eǆercise, or not to eǆercise, the option such as, but not limited 
to,  significant  leasehold  improǀements undertaken and  the  importance of  the underlying asset  to 
the 'roup’s operations. 

The carrying amount of ROh asset and lease liability amounted to PсϮϭ.ϵ million and Pсϭϵ.ϳ million, 
respectiǀely, as at December ϯϭ, ϮϬϭϵ (see Note Ϯϯ). 

Determining the Discount Zate for >ease.  The 'roup uses its incremental borroǁing rate as basis for 
the discount rate ǁhich is the rate that the 'roup ǁould haǀe to pay to borroǁ oǀer a similar term, 
and ǁith a similar security, the funds necessary to obtain an asset of a similar ǀalue to the ROh asset 
in a similar economic enǀironment. The 'roup uses its general borroǁing rate adũusted for the lease 
term, security of an item ǁith the underlying nature of the leased asset and eǆpectations of residual 
ǀalue, among others. 

The  'roup  recogniǌed  ROh  asset  and  lease  liability  using  the  discount  rate  of  ϰ.Ϯй  as  at  
September ϭϱ, ϮϬϭϵ (see Note Ϯϯ). 

�stimating the �C> on Trade and Kther Zeceivables.   The 'roup estimates ECL on trade and other 
receiǀables  (eǆcluding  trade  receiǀables  from  related  parties  and  adǀances  to  officers  and 
employees)  using  a  proǀision matriǆ ǁhich  considers  the 'roup’s  historical  credit  loss  eǆperience 
adũusted for forǁardͲlooking factors, as appropriate. The 'roup has no obserǀed default eǆperience 
from trade receiǀable. Consequently, the resulting lifetime ECL on trade receiǀable is considered not 
significant. 

The amounts and timing of recorded eǆpenses for any period ǁould differ if different estimates and 
assumptions ǁere made or different estimates ǁere utiliǌed.  An increase in the alloǁance for ECL 
ǁould increase the recogniǌed eǆpense and decrease current assets.  
 
No  proǀision  for  ECL  on  trade  and  other  receiǀables  ǁas  recogniǌed  in  ϮϬϭϵ,  ϮϬϭϴ  and  ϮϬϭϳ. 
Receiǀables amounting to Pсϭϯ.ϴ million, Pсϭϭ.ϵ million and Pсϭϳ.ϳ million ǁere directly ǁritten off by 
��  Stronghold  in  ϮϬϭϵ,  ϮϬϭϴ  and  ϮϬϭϳ,  respectiǀely.  Proǀision  for  impairment  of  trade  and  other 
receiǀables  amounting  to  Pсϭϭ.ϯ  million  ǁas  recogniǌed  in  ϮϬϭϵ.  Trade  and  other  receiǀables 
(eǆcluding  trade  receiǀables  from related parties and adǀances  to officers and employees), net of 
alloǁance for ECL, amounted to Pсϲϳ.ϯ million and PсϭϬϴ.Ϭ million as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, 
respectiǀely (see Note ϱ). 
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�stimating  the  �C>  on  Kther  Financial  Assets  at  Amortiǌed  Cost.    The  'roup  determines  the 
alloǁance  for  ECL  using  general  approach  based  on  probabilityͲǁeighted  estimate  of  the  present 
ǀalue of all cash shortfalls oǀer the eǆpected life of the financial assets at amortiǌed cost.   ECL are 
proǀided for credit  losses that result to possible default eǀents ǁithin ϭϮͲmonths unless there has 
been  a  significant  increase  in  credit  risk  since  initial  recognition,  in ǁhich  case,  ECL  are  proǀided 
based on lifetime eǆpected credit loss. 

The related party balances are nonͲinterest bearing and collectible on demand. These eǆposures are 
considered to be  in default ǁhen there  is eǀidence that the related party  is  in significant  financial 
difficulty such that it ǁill haǀe insufficient liquid assets to repay its obligation upon demand.  This is 
assessed based on a number of  factors  including key  liquidity and solǀency ratios.   Relying on the  
ϵϬ days past due rebuttable presumption is not considered an appropriate backstop indicator giǀen 
the  lack of contractual payment obligations due throughout  the  life of  the  loan.   After  taking  into 
consideration  the  related  parties’  ability  to  pay  depending  on  the  sufficiency  of  liquid  assets  and 
aǀailable  forǁardͲlooking  information,  the  risk  of  default  of  the  related  parties  is  assessed  to  be 
minimal. 

thile cash in banks and cash equiǀalents are subũect to the impairment requirements of PFRS ϵ, the 
resulting impairment loss is not significant primarily because these are ǁith reputable counterparty 
banks  that  possess  good  credit  rating.  Cash  in  banks  and  cash  equiǀalents  amounted  to  
PсϮϭ.ϭ million and Pсϲϰ.ϵ million as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, respectiǀely (see Note ϰ).   
 
No proǀision for ECL ǁere recogniǌed on other financial assets at amortiǌed cost in ϮϬϭϵ, ϮϬϭϴ and 
ϮϬϭϳ since these are also transacted ǁith reputable parties.   
 
The carrying amounts of other financial assets at amortiǌed cost are as folloǁs: 
 

  Note  2019  ϮϬϭϴ 
Trade receiǀables from related parties  ϱ  Pс47,794,666  Pсϰϳ,ϳϵϰ,ϲϲϲ 
Due from related parties  ϭϰ  39,976,ϱ3ϱ  ϯϵ,ϵϳϲ,ϱϯϱ 
Refundable depositsΎ  ϭϭ  2,926,363  ϭ,ϵϴϳ,ϭϬϱ 
ΎPresented as part of ͞Kther noncurrent assets͟ account 

Determining  the NZs of  Inventories.   The 'roup,  in determining  the NRs of  inǀentories, considers 
any  adũustments  for  obsolescence,  ǁhich  is  generally  ϭϬϬй  alloǁance  on  inǀentories  that  are 
damaged or  a  certain percentage  if  their  selling prices haǀe declined.    The amount  and  timing of 
recorded  eǆpenses  for  any  period  ǁould  differ  if  different  ũudgment  ǁere  made  or  different 
estimates  ǁere  used.    An  increase  in  alloǁance  for  inǀentory  obsolescence  and  market  decline 
ǁould increase recorded operating eǆpense and decrease current assets. 

No  impairment  loss  on  inǀentories  ǁas  recogniǌed  by  the  'roup  in  ϮϬϭϵ,  ϮϬϭϴ  and  ϮϬϭϳ.  As  at 
December ϯϭ,  ϮϬϭϵ  and  ϮϬϭϴ,  inǀentories  carried  at  the  loǁer  of  cost  and  NRs  amounted  to  
Pсϯϲϱ.ϴ million and Pсϯϱϳ.ϯ million, respectiǀely.   Alloǁance for  inǀentory ǁriteͲdoǁn amounted to  
Pсϭϰϯ.Ϭ million and Pсϭϰϵ.ϱ million as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, respectiǀely (see Note ϲ).   

The cost of inǀentories is loǁer than the NRs. 
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�stimating  the  hseful  >ives  of  Property,  Plant  and  �Ƌuipment  and  >easehold  Zights.    The  'roup 
estimates  the  useful  liǀes  of  property,  plant  and  equipment,  and  leasehold  rights  based  on  the 
period oǀer ǁhich  the assets are eǆpected  to be aǀailable  for use.   The estimates are based on a 
collectiǀe assessment of industry practice, internal technical eǀaluation and eǆperience ǁith similar 
assets.  The estimated useful liǀes of property and equipment and leasehold rights are reǀieǁed at 
each reporting date and are updated if eǆpectations differ from preǀious estimates due to physical 
ǁear  and  tear,  technical  or  commercial  obsolescence  and  legal  or  other  limits  on  the  use  of  the 
assets.   Future results of operations could be materially affected by changes  in estimates brought 
about  by  changes  in  the  factors  mentioned  aboǀe.    The  amount  and  timing  of  recording  of 
depreciation  eǆpense  for  any  period  ǁould  be  affected  by  changes  in  these  factors  and 
circumstances. 

There ǁere no changes in the estimated useful liǀes of property, plant and equipment and leasehold 
rights in ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ. 

Depreciation and amortiǌation amounted to Pсϯϱ.ϴ million, Pсϰϱ.ϵ million and PсϰϬ.ϲ million in ϮϬϭϵ, 
ϮϬϭϴ and ϮϬϭϳ, respectiǀely (see Note ϮϮ).  

Property, plant and equipment, net of accumulated depreciation and amortiǌation, and impairment 
loss,  amounted  to  Pсϯ,Ϯϳϳ.ϴ  million  and  Pсϯ,ϯϲϱ.ϯ million  as  at  December ϯϭ,  ϮϬϭϵ  and  ϮϬϭϴ, 
respectiǀely (see Note ϵ). 

Leasehold rights, net of accumulated amortiǌation, amounted to PсϮϬϯ.Ϯ million and PсϮϮϭ.ϳ million 
as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, respectiǀely (see Note ϭϬ). 

Assessing the Impairment of Nonfinancial Assets 

a. Property, Plant and Equipment, and Leasehold Rights 

The  'roup  assesses  impairment  on  property,  plant  and  equipment,  and  leasehold  rights 
ǁheneǀer eǀents or changes in circumstances indicate that the carrying amount of an asset may 
not be  recoǀerable.    The  factors  that  the 'roup  considered  important ǁhich  could  trigger  an 
impairment reǀieǁ include the folloǁing: 

x significant underperformance  relatiǀe  to eǆpected historical  or proũected  future operating 
results͖ 

x significant changes  in  the manner of use of  the acquired assets or  the strategy  for oǀerall 
business͖ or 

x significant negatiǀe industry or economic trends.  

theneǀer the carrying amount of an asset eǆceeds its recoǀerable amount, an impairment loss 
is recogniǌed.  Recoǀerable amounts are estimated for indiǀidual assets or, if  it  is not possible, 
for the cashͲgenerating unit to ǁhich the asset belongs.   

No impairment loss on property, plant and equipment, and leasehold rights ǁas recogniǌed by 
the  'roup  in  ϮϬϭϵ  and  ϮϬϭϴ.  As  at  December  ϯϭ,  ϮϬϭϵ  and  ϮϬϭϴ,  the  carrying  amount  of 
property,  plant  and  equipment,  and  leasehold  rights  aggregated  Pсϯ,ϰϴϭ.Ϭ  million  and  
Pсϯ,ϱϴϳ.Ϭ million, respectiǀely (see Notes ϵ and ϭϬ). 
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b. CtT and Input sAT 

The carrying amounts of  the CtT and  input sAT are adũusted  to an eǆtent  that  it  is probable 
that sufficient taǆable profit and reǀenue subũect to output sAT, respectiǀely, ǁill be aǀailable to 
alloǁ  all  or  part  of  the  CtT  and  input  sAT  to  be  utiliǌed.    Any  alloǁance  for  unrecoǀerable 
portion  of  CtT  and  input  sAT  is  maintained  at  a  leǀel  considered  adequate  to  proǀide  for 
potentially  unrecoǀerable  portion.    The  leǀel  of  alloǁance  is  based  on  past  application 
eǆperience and other factors that may affect realiǌability.   

In ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ, no impairment losses haǀe been recogniǌed for the CtT and input sAT.  
The carrying amounts of CtT and input sAT aggregated to PсϮϵϬ.ϱ million and PсϮϴϵ.ϰ million as 
at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, respectiǀely (see Note ϳ). 

c. 'oodǁill 

The  'roup’s  management  conducts  an  annual  reǀieǁ  for  any  impairment  in  ǀalue  of  the 
goodǁill.    'oodǁill  is  ǁritten  doǁn  for  impairment  ǁhere  the  net  present  ǀalue  of  the 
forecasted future cash floǁs from the business is insufficient to support its carrying amount.  The 
impairment of goodǁill is determined by comparing (a) the carrying amount of goodǁill plus the 
net tangible assets of the merged entity and (b) the present ǀalue of the annual proũected cash 
floǁs  for  fiǀe years  computed under  the discounted cash floǁ method.   'oodǁill amounted to  
Pсϭϭ.ϴ million as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ.  'oodǁill is presented as part of ͞Other noncurrent 
assets͟ in the consolidated statement of financial position (see Note ϭϭ). 

No impairment on goodǁill ǁas recogniǌed in ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ. 

Determining the Zetirement Benefit Costs.  The determination of the 'roup’s obligation and cost of 
retirement  benefits  is  dependent  on  the  assumptions  used  by  the  actuary  in  calculating  such 
amounts.  These assumptions are described in Note ϮϬ to the consolidated financial statements and 
include, among others, discount rates and salary increase rates.  Actual results that differ from the 
'roup’s assumptions are accumulated and amortiǌed oǀer  future periods and therefore, generally 
affect the recogniǌed eǆpense and recorded obligation in such future periods.  thile the 'roup has 
assessed that the assumptions are reasonable and appropriate, significant differences in the actual 
eǆperience or  significant  changes  in  the assumptions may materially affect  the  retirement benefit 
obligations. 

Retirement eǆpense amounted to Pсϭ.Ϯ million, Pсϭ.ϭ million and Pсϭ.ϯ million in ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ, 
respectiǀely.  The retirement liability amounted to Pсϴ.ϳ million and Pсϴ.ϵ million as at December ϯϭ, 
ϮϬϭϵ and ϮϬϭϴ, respectiǀely. The cumulatiǀe remeasurement gain on net retirement liability (net of 
deferred  taǆ)  recogniǌed  in  equity  amounted  to  Pсϯ.ϰ  million  and  PсϮ.ϯ  million  as  at  
December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, respectiǀely (see Note ϮϬ). 

Zecogniǌing the Deferred Tax Assets.  The carrying amount of deferred taǆ assets at each reporting 
date  are  reǀieǁed  and  reduced  to  the  eǆtent  that  it  is  no  longer  probable  that  sufficient  taǆable 
profit ǁill  be  aǀailable  to  alloǁ all  or  part  of  the  deferred  taǆ  assets  to  be utiliǌed.    The 'roup’s 
assessment on the recognition of deferred taǆ assets on deductible temporary differences is based 
on the forecasted taǆable income of the subsequent reporting periods.  This forecast is based on the 
'roup’s past results and future eǆpectations on reǀenue and eǆpenses.  
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The 'roup did not recogniǌe deferred taǆ assets amounting to Pсϯϰϰ.ϯ million and PсϯϯϬ.ϲ million as 
at  December ϯϭ,  ϮϬϭϵ  and  ϮϬϭϴ,  respectiǀely.   Management  belieǀes  that  it may  not  be  able  to 
utiliǌe these deferred taǆ assets against future taǆ liabilities (see Note Ϯϱ). 
 

 
ϰ. Cash and Cash EƋuivalents 

This account consists of: 
 

  2019  ϮϬϭϴ 
Cash on hand  Pс1ϱ4,887  Pсϱϴ,ϴϳϭ 
Cash in banks  18,162,216  ϲϮ,ϱϵϱ,ϰϱϲ 
Cash equiǀalents  2,930,ϱ84  Ϯ,Ϯϴϳ,ϮϮϵ 
  Pс21,247,687  Pсϲϰ,ϵϰϭ,ϱϱϲ 

Cash  in banks earn  interest at  the preǀailing bank deposit  rates and are  immediately aǀailable  for 
use in the current operations.  Cash equiǀalents are made for ǀarying periods ranging from ϯϬ to ϵϬ 
days. 

Interest income earned on cash in banks and cash equiǀalents amounted to Pсϯϱϳ,ϭϲϯ, Pсϭϵϵ,ϬϰϬ and 
Pсϴϳ,ϵϭϲ in ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ, respectiǀely (see Note Ϯϰ). 

 
 
ϱ. Trade and Other Receivables 

This account consists of: 
 

  Note  2019  ϮϬϭϴ 
Trade:       
  Third parties    Pс78,092,124  PсϭϬϳ,ϰϮϳ,ϵϱϯ 
  Related parties  ϭϰ  47,794,666  ϰϳ,ϳϵϰ,ϲϲϲ 
Adǀances to officers and employees    2,367,314  Ϯ,ϲϯϬ,ϮϯϬ 
Others    ϱ43,080  ϱϰϬ,ϰϲϰ 
    128,797,184  ϭϱϴ,ϯϵϯ,ϯϭϯ 
Alloǁance for ECL    (11,331,8ϱ6)  ʹ 
    Pс117,46ϱ,328  Pсϭϱϴ,ϯϵϯ,ϯϭϯ 

Trade receiǀables are unsecured, noninterestͲbearing and are generally on a ϯϬ to ϵϬͲday credit 
term.   

Adǀances  to  officers  and  employees  are  noninterestͲbearing  and  are  subũect  to  liquidation 
ǁithin a year. 

In ϮϬϭϵ, T<C recogniǌed proǀision for ECL on trade receiǀables from third parties amounting to  
Pсϭϭ.ϯ million (see Note ϭϵ). 

Long  outstanding  receiǀables  amounting  to  Pсϭϯ.ϴ  million,  Pсϭϭ.ϵ  million  and  Pсϭϳ.ϳ  million  ǁere 
directly ǁritten off by �� Stronghold in ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ, respectiǀely (see Note ϭϴ).   
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ϲ. Inventories 

This account consists of: 
 

  2019  ϮϬϭϴ 

  At Cost 
Lower of 

Cost and NRs  At Cost 
Loǁer of 

Cost and NRs 
Raǁ materials and spare parts  Pс419,878,237  Pс278,016,713  PсϰϬϲ,ϬϮϲ,ϳϮϵ  PсϮϱϳ,ϳϮϭ,Ϯϳϰ 
Finished goods  ϱ2,388,211  ϱ2,3ϱ6,631  ϲϯ,Ϭϭϲ,ϮϯϬ  ϲϮ,ϵϴϰ,ϲϱϬ 
Factory supplies  31,966,129  31,966,129  ϯϯ,ϭϮϲ,ϭϭϮ  ϯϯ,ϭϮϲ,ϭϭϮ 
Scrap metals  4,ϱ88,769  3,443,173  ϰ,ϱϴϴ,ϳϲϵ  ϯ,ϰϰϯ,ϭϳϯ 
  Pсϱ08,821,346  Pс36ϱ,782,646  PсϱϬϲ,ϳϱϳ,ϴϰϬ  Pсϯϱϳ,Ϯϳϱ,ϮϬϵ 

Alloǁance for  inǀentory ǁriteͲdoǁn amounting to Pсϲ.ϱ million ǁas reǀersed in ϮϬϭϵ as a result of 
sale.  Alloǁance  for  inǀentory  ǁriteͲdoǁn  amounted  to  Pсϭϰϯ.Ϭ  million  and  Pсϭϰϵ.ϱ  million  as  at 
December ϯϭ, ϮϬϭϵ and ϮϬϭϴ. No  impairment  loss on  inǀentories ǁas recogniǌed by  the 'roup  in 
ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ.  

Inǀentories charged to operations amounted to Pсϰϰϰ.ϭ million, Pсϱϳϱ.ϳ million and PсϮϴϬ.ϳ million in 
ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ, respectiǀely (see Note ϭϳ). 

 
 
ϳ. CWT and InƉut sAT 

This account consists of: 
 

  2019  ϮϬϭϴ 
Input sAT  Pс222,073,082  PсϮϮϬ,ϵϰϳ,Ϭϵϯ 
CtT  68,399,ϱ72  ϲϴ,ϰϯϯ,Ϭϴϰ 
  Pс290,472,6ϱ4  PсϮϴϵ,ϯϴϬ,ϭϳϳ 

 
 
ϴ. Other Current Assets 

This account consists of: 
 

    2019  ϮϬϭϴ 
Adǀances to suppliers    Pс14,300,92ϱ  Pсϱϴ,Ϯϯϵ,ϱϱϯ 
Prepayments    12,360,319  ϭϯ,ϰϮϭ,ϳϲϰ 
    26,661,244  ϳϭ,ϲϲϭ,ϯϭϳ 
Alloǁance for impairment on adǀances 

to suppliers    (240,707)  (Ϯϭϰ,ϳϴϯ) 
    Pс26,420,ϱ37  Pсϳϭ,ϰϰϲ,ϱϯϰ 

Adǀances to suppliers are adǀance payments for purchase of scrap and other raǁ materials.  These 
adǀances are subsequently recogniǌed as inǀentory upon deliǀery of materials.   

In  ϮϬϭϵ,  the  Parent  Company  recogniǌed  additional  proǀision  for  impairment  of  adǀances  to 
suppliers amounting to PсϮϱ,ϵϮϰ (see Note ϭϵ). 
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ϵ. ProƉerty, Plant and EƋuiƉment 

The balances and moǀements of this account are as folloǁs: 
 

    2019 

  Note  CIP 
Machinery and 

 EƋuiƉment 

Buildings and 
Leasehold 

ImƉrovements 

Office 
EƋuiƉment, 

 Furniture and 
Fixtures  Tools 

TransƉortation 
EƋuiƉment  ROU Asset  Total 

Cost                   
�alances at beginning 

of year    Pс3,78ϱ,708,79ϱ  Pс741,ϱϱ7,300  Pс288,81ϱ,136  Pс16,240,14ϱ  Pс3,741,737  Pсϱ,ϱ87,001  Pсʹ  Pс4,841,6ϱ0,114 
Additions    ʹ  1,369,033  ʹ  ʹ  ʹ  ʹ  ʹ  1,369,033 
Adoption of PFRS ϭϲ    ʹ  ʹ  ʹ  ʹ  ʹ  ʹ  24,291,ϱ67  24,291,ϱ67 
Eǆchange 

realignment    (78,0ϱ3,680)  (11,620,049)  (11,4ϱ7,ϱ49)  (34ϱ,288)  ʹ  (49,179)  ʹ  (101,ϱ2ϱ,74ϱ) 
�alances at end of 

year    3,707,6ϱϱ,11ϱ  731,306,284  277,3ϱ7,ϱ87  1ϱ,894,8ϱ7  3,741,737  ϱ,ϱ37,822  24,291,ϱ67  4,76ϱ,784,969 
Accumulated 

DeƉreciation, 
Amortization and 
ImƉairment loss                   

�alances at beginning 
of year    683,4ϱ1,047  ϱ8ϱ,96ϱ,939  181,899,212  1ϱ,9ϱ2,792  3,741,737  ϱ,349,976  ʹ  1,476,360,703 

Depreciation and 
amortiǌation   ϮϮ  ʹ  16,312,130  10,ϱ06,363  90,680  ʹ  178,301  2,361,680  29,449,1ϱ4 

Eǆchange 
realignment    ʹ  (11,33ϱ,023)  (6,133,ϱ20)  (333,483)  ʹ  (37,376)  ʹ  (17,839,402) 

�alances at end of 
year    683,4ϱ1,047  ϱ90,943,046  186,272,0ϱϱ  1ϱ,709,989  3,741,737  ϱ,490,901  2,361,680  1,487,970,4ϱϱ 

Carrying Amount    Pс3,024,204,068  Pс140,363,238  Pс91,08ϱ,ϱ32  Pс184,868  Pсʹ  Pс46,921  Pс21,929,887  Pс3,277,814,ϱ14 

 
      ϮϬϭϴ 

  Note  CIP 
Machinery and 

 Equipment 

�uildings and 
Leasehold 

Improǀements 

Office 
Equipment, 

 Furniture and 
Fiǆtures  Tools 

Transportation 
Equipment  Total 

Cost                 
�alances at beginning of year    Pсϯ,ϳϴϴ,ϬϬϭ,ϰϴϱ  Pсϳϲϰ,ϱϲϰ,ϵϮϴ  PсϮϴϵ,ϭϱϭ,ϲϴϮ  Pсϭϲ,ϭϵϵ,ϵϴϴ  Pсϯ,ϳϰϭ,ϳϯϳ  Pсϴ,ϯϳϳ,ϴϯϵ  Pсϰ,ϴϳϬ,Ϭϯϳ,ϲϱϵ 
Additions    ʹ  ϭ,ϵϱϰ,ϯϰϳ  ʹ  ϱϬ,Ϯϵϵ  ʹ  ʹ  Ϯ,ϬϬϰ,ϲϰϲ 
Disposals    ʹ  (Ϯϰ,ϲϮϮ,ϲϬϴ)  ʹ  ʹ  ʹ  (Ϯ,ϳϴϲ,Ϯϳϵ)  (Ϯϳ,ϰϬϴ,ϴϴϳ) 
Eǆchange realignment    (Ϯ,ϮϵϮ,ϲϵϬ)  (ϯϯϵ,ϯϲϳ)  (ϯϯϲ,ϱϰϲ)  (ϭϬ,ϭϰϮ)  ʹ  (ϰ,ϱϱϵ)  (Ϯ,ϵϴϯ,ϯϬϰ) 
�alances at end of year    ϯ,ϳϴϱ,ϳϬϴ,ϳϵϱ  ϳϰϭ,ϱϱϳ,ϯϬϬ  Ϯϴϴ,ϴϭϱ,ϭϯϲ  ϭϲ,ϮϰϬ,ϭϰϱ  ϯ,ϳϰϭ,ϳϯϳ  ϱ,ϱϴϳ,ϬϬϭ  ϰ,ϴϰϭ,ϲϱϬ,ϭϭϰ 
Accumulated DeƉreciation, 

Amortization and 
ImƉairment loss                 

�alances at beginning of year    ϲϴϯ,ϰϱϭ,Ϭϰϳ  ϱϴϯ,ϲϮϭ,ϱϭϮ  ϭϳϬ,ϴϱϲ,ϳϭϮ  ϭϱ,ϰϵϱ,ϰϭϬ  ϯ,ϳϰϭ,ϳϯϳ  ϳ,ϵϮϲ,ϲϱϴ  ϭ,ϰϲϱ,Ϭϵϯ,Ϭϳϲ 
Depreciation and 

amortiǌation   ϮϮ  ʹ  Ϯϳ,Ϯϰϲ,ϬϵϬ  ϭϭ,ϮϬϲ,ϮϳϬ  ϰϲϲ,ϱϲϮ  ʹ  Ϯϭϯ,ϰϵϳ  ϯϵ,ϭϯϮ,ϰϭϵ 
Disposals    ʹ  (Ϯϰ,ϱϴϳ,ϯϱϮ)  ʹ  ʹ  ʹ  (Ϯ,ϳϴϲ,Ϯϳϵ)  (Ϯϳ,ϯϳϯ,ϲϯϭ) 
Eǆchange realignment    ʹ  (ϯϭϰ,ϯϭϭ)  (ϭϲϯ,ϳϳϬ)  (ϵ,ϭϴϬ)  ʹ  (ϯ,ϵϬϬ)  (ϰϵϭ,ϭϲϭ) 
�alances at end of year    ϲϴϯ,ϰϱϭ,Ϭϰϳ  ϱϴϱ,ϵϲϱ,ϵϯϵ  ϭϴϭ,ϴϵϵ,ϮϭϮ  ϭϱ,ϵϱϮ,ϳϵϮ  ϯ,ϳϰϭ,ϳϯϳ  ϱ,ϯϰϵ,ϵϳϲ  ϭ,ϰϳϲ,ϯϲϬ,ϳϬϯ 
Carrying Amount    Pсϯ,ϭϬϮ,Ϯϱϳ,ϳϰϴ  Pсϭϱϱ,ϱϵϭ,ϯϲϭ  PсϭϬϲ,ϵϭϱ,ϵϮϰ  PсϮϴϳ,ϯϱϯ  Pсʹ  PсϮϯϳ,ϬϮϱ  Pсϯ,ϯϲϱ,Ϯϴϵ,ϰϭϭ 

CIP pertains  to Treasure’s  and �� Stronghold’s plant eǆpansion proũects.    These proũects  include 
the  construction  of  iron  ore  beneficiating  plant,  tǁo  blast  furnace,  sintering  plant,  and 
refurbishment  and  upgrade  of  billet  manufacturing  plant  of  Treasure  in  Iligan  City,  and  the 
construction of building and plant  facilities  for  the stretch  reducer mill of �� Stronghold  in PRC.  
These  proũects,  eǆcept  the  second  blast  furnace  of  Treasure,  ǁere  almost  completed  as  at 
December ϯϭ, ϮϬϭϵ and are subũect to final stage of testing. 

As discussed in Note ϭ, �� Stronghold has been incurring losses.  The market ǀalue of the property, 
plant  and  equipment,  and  leasehold  rights  of  ��  Stronghold  is  higher  than  the  recorded  net 
carrying  amount  by  PсϭϮϰ.Ϯ  million  as  at  December  ϯϭ,  ϮϬϭϵ  as  determined  by  an  independent 
appraiser  in  its report dated April ϭ, ϮϬϮϬ.   The fair ǀalue ǁas determined using  leǀel Ϯ  in the fair 
ǀalue hierarchy (significant obserǀable inputs). 
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The completion of the construction of Treasure has been long delayed because the 'roup has not 
been able to get potential inǀestors to fund the completion and to resume operations (see Note ϭ).  
Treasure  has  decided  to  reǀieǁ  the  recoǀerability  of  Treasure’s  assets  at  fair  ǀalue  using  an 
independent ǀaluation rather than ǀalue in use because of the delay and considering the significant 
doǁnturn in the industry brought about by the declining prices of steel and demand leǀel.   

An  impairment  loss of Pсϲϴϯ.ϱ million ǁas  recogniǌed  in  ϮϬϭϳ on Treasure’s  property,  plant  and 
equipment  using  the  current  depreciated  replacement  cost  as  determined  by  an  independent 
appraiser in its report dated April ϭϬ, ϮϬϭϴ. The fair ǀalue ǁas determined using leǀel Ϯ in the fair 
ǀalue hierarchy. 
 
As  at  December  ϯϭ,  ϮϬϭϵ,  no  additional  impairment  loss  on  the  'roup’s  property,  plant  and 
equipment  ǁas  recogniǌed,  as  determined  by  an  independent  appraiser  in  its  report  dated  
:une ϭϬ, ϮϬϮϬ. 

�ased on the cost approach, an estimate is made of the current replacement cost of the replaceable 
property based on preǀailing market  prices  for materials,  labor,  and oǀerhead associated ǁith  its 
acquisition, installation and construction in place, but ǁithout proǀision for oǀertime or bonuses for 
labor and premiums for materials.  Adũustments ǁere made to reflect depreciation due to physical 
deterioration  and  any  functional  and  economic  obsolescence  that  may  eǆist  to  arriǀe  at  a 
reasonable ǀaluation.  The fair ǀalue of the property, plant and equipment, ǁhich is also equal to its 
depreciated replacement cost, is based on the ͞highest and best use͟ taking into account the use of 
the assets that is physically possible, legally permissible and financially feasible.   

There  ǁas  no  capitaliǌation  of  borroǁing  costs  in  ϮϬϭϵ,  ϮϬϭϴ  and  ϮϬϭϳ  because  the  actiǀe 
deǀelopment of the plant ǁas stopped. 
 
In  ϮϬϭϴ,  Treasure disposed of  its  fully  depreciated machinery  and  equipment,  and  transportation 
equipment  ǁith  costs  amounting  to  PсϮϰ.ϲ  million  and  PсϮ.ϴ  million,  respectiǀely.  The  disposal 
resulted  to  a  gain  on  sale  amounting  to  PсϰϬ.ϯ million  in  ϮϬϭϴ.  ��  Stronghold  recorded  a  gain  on 
disposal of transportation equipment amounting to Pсϰϳ,Ϯϵϭ in ϮϬϭϴ (see Note Ϯϰ). 
 
In  ϮϬϭϳ,  Treasure  sold  fully  depreciated  transportation  equipment  resulting  to  a  gain  on  sale 
amounting to PсϮ.ϰ million (see Note Ϯϰ).  

Property,  plant  and  equipment  of  ��  Stronghold  ǁith  carrying  amount  of  Pсϵϭ.Ϭ  million  and  
PсϭϬϲ.ϱ million as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, respectiǀely, ǁere pledged to secure the loans 
payable of �� Stronghold (see Note ϭϯ). 

Construction Commitments 
The 'roup has  seǀeral  construction  contracts on  its  plant  eǆpansion proũects  coǀering mainly  the 
beneficiating plant, blast furnace, sintering plant and billet manufacturing plant.  
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ϭϬ. Leasehold Rights 

The balances and moǀements of this account are as folloǁs: 
 

    2019 
  Note  �� Stronghold  Treasure  Total 
Cost         
�alances at beginning of year    Pс247,717,262  Pс46,000,000  Pс293,717,262 
Eǆchange realignment    (12,33ϱ,429)  ʹ  (12,33ϱ,429) 
�alances at end of year    23ϱ,381,833  46,000,000  281,381,833 
Accumulated Amortization         
�alances at beginning of year    46,ϱ82,ϱ19  2ϱ,4ϱ3,333  72,03ϱ,8ϱ2 
Amortiǌation   ϮϮ  4,ϱ08,270  1,840,000  6,348,270 
Eǆchange realignment    (193,434)  ʹ  (193,434) 
�alances at end of year    ϱ0,897,3ϱϱ  27,293,333  78,190,688 
Carrying Amount    Pс184,484,478  Pс18,706,667  Pс203,191,14ϱ 

 
    ϮϬϭϴ 
  Note  �� Stronghold  Treasure  Total 
Cost         
�alances at beginning of year    PсϮϳϮ,ϳϳϭ,ϬϬϰ  Pсϰϲ,ϬϬϬ,ϬϬϬ  Pсϯϭϴ,ϳϳϭ,ϬϬϰ 
Eǆchange realignment    (Ϯϱ,Ϭϱϯ,ϳϰϮ)  ʹ  (Ϯϱ,Ϭϱϯ,ϳϰϮ) 
�alances at end of year    Ϯϰϳ,ϳϭϳ,ϮϲϮ  ϰϲ,ϬϬϬ,ϬϬϬ  Ϯϵϯ,ϳϭϳ,ϮϲϮ 
Accumulated Amortization         
�alances at beginning of year    ϲϰ,ϯϰϵ,ϲϴϲ  Ϯϯ,ϲϭϯ,ϯϯϯ  ϴϳ,ϵϲϯ,Ϭϭϵ 
Amortiǌation   ϮϮ  ϰ,ϵϰϲ,ϳϵϮ  ϭ,ϴϰϬ,ϬϬϬ  ϲ,ϳϴϲ,ϳϵϮ 
Eǆchange realignment    (ϮϮ,ϳϭϯ,ϵϱϵ)  ʹ  (ϮϮ,ϳϭϯ,ϵϱϵ) 
�alances at end of year    ϰϲ,ϱϴϮ,ϱϭϵ  Ϯϱ,ϰϱϯ,ϯϯϯ  ϳϮ,Ϭϯϱ,ϴϱϮ 
Carrying Amount    PсϮϬϭ,ϭϯϰ,ϳϰϯ  PсϮϬ,ϱϰϲ,ϲϲϳ  PсϮϮϭ,ϲϴϭ,ϰϭϬ 

�� Stronghold 
On  December  ϴ,  ϮϬϬϱ,  ��  Stronghold  has  a  contractual  agreement  (the  Agreement)  ǁith  China 
Merchants �hang�hou Deǀelopment �one Co. Ltd.  (China Merchants) for the right to use a parcel of 
land  located  in ϭMϮͲϬϱ �one I,  China Merchants Deǀelopment  �one for  a period of  ϰϮ years.  The 
land is ǁhere the �� Stronghold steel plant is located. 

The  leasehold  rights  ǁith  a  carrying  amount  of  Pсϭϴϰ.ϱ  million  and  PсϮϬϭ.ϭ  million  as  at 
December ϯϭ,  ϮϬϭϵ  and  ϮϬϭϴ,  respectiǀely,  ǁere  pledged  to  secure  the  loans  payable  of  �� 
Stronghold (see Note ϭϯ). 

Treasure 
In  ϮϬϬϱ,  Treasure  (lessee)  entered  into  a  Memorandum  of  Agreement  (MOA)  ǁith  'lobal  Ispat 
,oldings,  Ltd.  and  'lobal  Steelǁorks  International,  Inc.  (lessors,  both  of  ǁhom  are  nonrelated 
parties) for the lease of a steel billet making plant located in Iligan City, Lanao del Norte, Philippines 
for a period of Ϯϱ years.   

The MOA proǀides among others, that Treasure shall: 

x Fully settle the claims, liens and encumbrances in the property͖ and  
x Rehabilitate and commercially operate the steel billet making plant. 
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Settlements paid by Treasure amounting to Pсϰϲ.Ϭ million ǁere recorded as ͞Leasehold rights͟ in the 
consolidated statements of financial position. 

 
 
ϭϭ. Other Noncurrent Assets 

This account consists of: 
 

  Note  2019  ϮϬϭϴ 
Adǀances to contractors    Pс46,6ϱ1,046  Pсϰϲ,ϲϱϭ,Ϭϰϲ 
'oodǁill  ϭϲ  11,803,406  ϭϭ,ϴϬϯ,ϰϬϲ 
Refundable deposits   Ϯϯ  2,926,363  ϭ,ϵϴϳ,ϭϬϱ 
Prepaid rent    ʹ  ϭ,ϰϱϴ,ϲϬϴ 
Others    4,2ϱ0,000  ϰ,ϮϱϬ,ϬϬϬ 
    6ϱ,630,81ϱ  ϲϲ,ϭϱϬ,ϭϲϱ 
Alloǁance for impairment on adǀances 

to contractors    (46,6ϱ1,046)  (ϰϲ,ϲϱϭ,Ϭϰϲ) 
    Pс18,979,769  Pсϭϵ,ϰϵϵ,ϭϭϵ 

Adǀances  to contractors pertain to funds adǀanced by Treasure  to  its  contractors  in relation to  its 
plant eǆpansion proũects.   
 
Refundable deposits  pertain mainly  to  the Parent Company’s  fiǀeͲyear office  lease  contract ǁith  a 
third  party  ǁhich  commenced  in  September  ϮϬϭϰ.  The  'roup  reneǁed  its  office  space  lease  in 
September  ϮϬϭϵ.  The  neǁ  lease  has  a  term  of  ϯϲ  months,  ǁhich  ǁill  end  in  September  ϮϬϮϮ 
(see Note Ϯϯ). 

 
 
ϭϮ. Trade and Other Payables 

This account consists of: 
 

  Note  2019  ϮϬϭϴ 
Trade payables:       
  Third parties    Pс867,146,266  Pсϵϭϴ,Ϭϰϳ,ϰϵϱ 
  Related parties  ϭϰ  10,148,770  ϭϬ,ϭϰϴ,ϳϳϬ 
Accruals    80,749,9ϱ6  ϲϴ,Ϯϴϲ,Ϯϳϳ 
Statutory payables    26,838,ϱ66  Ϯϰ,ϴϵϬ,ϯϭϴ 
Salaries payable    18,ϱ17,2ϱ4  ϭϱ,ϲϭϱ,ϬϬϲ 
Others    8,903,71ϱ  ϲ,ϳϵϱ,ϱϬϴ 
    Pс1,012,304,ϱ27  Pсϭ,Ϭϰϯ,ϳϴϯ,ϯϳϰ 

Trade  payables  consist  of  unsecured,  noninterestͲbearing  obligations  that  are  payable  in  cash 
and normally settled ǁithin one year.  

Trade  payables  also  consist  of  interestͲbearing  obligations  amounting  to  Pсϯϯ.Ϯ  million  and  
Pсϯϭ.ϵ million as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, respectiǀely, ǁith an annual interest rate of ϲ.ϯй. 
Interest  eǆpense  recogniǌed  on  the  obligations  amounted  to  PсϮ.Ϭ  million,  Pсϭ.ϵ  million  and  
PсϮ.Ϭ million in ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ, respectiǀely (see Note ϭϯ). 
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Accruals  pertain  to  eǆpenses  incurred but  not  yet  billed  and  paid.  These  are  generally  settled 
ǁithin one year 

 
 
ϭϯ. Loans Payable 

This account represents unsecured peso and renminbi denominated loans of the 'roup aggregating 
PсϴϮϱ.Ϭ million and Pсϭ,Ϭϯϭ.Ϭ million as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ,  respectiǀely.  These  loans 
haǀe maturity  of  one  year  and  reneǁable  upon mutual  agreement  of  the  parties.  A  portion  of  the 
principal loans of T<C aggregating PсϭϲϬ.Ϭ million ǁas paid in Noǀember ϮϬϭϵ. 

Details are as folloǁs: 
 

2019   

Original Currency 
Amount of Loan 

(original currency) 
Amount of 

Loan (in Peso)  Source of Loan  Interest Rate 
T<C  P,P  168,998,6ϱ7  Pс168,998,6ϱ7  Local bank  ϳ.ϳϱй to ϴ.Ϯϱй 
Treasure  P,P  199,892,361  199,892,361  Local bank  ϳ.ϳϱй to ϴ.Ϯϱй 
�� Stronghold  RM�  6ϱ,800,000  4ϱ6,101,493  Foreign bank  ϱ.Ϭϱй to ϱ.ϭϳй 
      Pс824,992,ϱ11   

 
ϮϬϭϴ   

Original Currency 
Amount of Loan 

(original currency) 
Amount of 

Loan (in Peso)  Source of Loan  Interest Rate 
T<C  P,P  ϯϮϴ,ϵϵϴ,ϲϱϳ  PсϯϮϴ,ϵϵϴ,ϲϱϳ  Local bank  ϳй to ϳ.ϳϱй 
Treasure  P,P  ϭϵϵ,ϴϵϮ,ϯϲϭ  ϭϵϵ,ϴϵϮ,ϯϲϭ  Local bank  ϳй to ϳ.ϳϱй 
�� Stronghold  RM�  ϲϱ,ϴϬϬ,ϬϬϬ  ϱϬϮ,ϭϯϰ,ϱϭϯ  Foreign bank  ϱ.ϭϳй to ϱ.ϰϯй 
      Pсϭ,Ϭϯϭ,ϬϮϱ,ϱϯϭ   

As at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, certain assets of �� Stronghold ǁere pledged as collateral to 
secure  its  loans.  Property,  plant  and  equipment  ǁith  a  carrying  amount  of  Pсϵϭ.Ϭ million  and  
PсϭϬϲ.ϱ million͖ and  leasehold rights ǁith carrying amount of Pсϭϴϰ.ϱ million and PсϮϬϭ.ϭ million 
as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, respectiǀely, ǁere pledged as collateral of loans payable of 
Pсϰϱϲ.ϭ million and PсϱϬϮ.ϭ million as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, respectiǀely (see Notes ϵ 
and ϭϬ). The proceeds of the loans of �� Stronghold ǁere used to finance its acquisition of raǁ 
materials.  There are no other coǀenants that the 'roup must comply ǁith. 

Loans payable of the Parent Company and Treasure are unsecured.  

Details of interest eǆpense are as folloǁs: 
 

  Note  2019  ϮϬϭϴ  ϮϬϭϳ 
Loans payable    Pс66,4ϱ1,933  Pсϲϭ,ϱϯϳ,ϲϵϲ  Pсϲϭ,ϴϳϳ,ϰϳϵ 
Trade payable  ϭϮ  1,971,ϱϱ0  ϭ,ϴϴϳ,ϱϲϭ  Ϯ,ϬϮϮ,ϬϮϭ 
Lease liabilities  Ϯϯ  38,206   ʹ  ʹ 
    Pс68,461,689  Pсϲϯ,ϰϮϱ,Ϯϱϳ  Pсϲϯ,ϴϵϵ,ϱϬϬ 
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The changes in liabilities arising from financing actiǀities are as folloǁs: 
 

  2019 
      Financing Cashflow    Non‐Cash Changes 

  
Balance at 

Beginning of zear 
Interest  
ExƉense   Proceeds   Payments 

Exchange 
Realignment 

Recognition of 
lease liabilities 

Balance at  
End of zear  

Loans payable  Pс1,031,02ϱ,ϱ31  Pс66,4ϱ1,933  Pс4ϱ6,101,493  (Pс673,194,407)  (Pсϱϱ,392,039)  Pсʹ  Pс824,992,ϱ11 
Due to related 

parties  2,087,031,487  ʹ  168,418,707  ʹ  ʹ  ʹ  2,2ϱϱ,4ϱ0,194 
Lease liabilities  ʹ  38,206  ʹ  (4,610,72ϱ)  ʹ  24,291,ϱ67  19,719,048 
   Pс3,118,0ϱ7,018  Pс66,490,139  Pс624,ϱ20,200  (Pс677,80ϱ,132)  (Pсϱϱ,392,039)  Pс24,291,ϱ67  Pс3,100,161,7ϱ3 

 
  ϮϬϭϴ 
  �alance at    Financing Cashfloǁ    NonͲCash Changes 

  
�eginning of 

Year 
Interest  
Eǆpense   Proceeds   Payments  

Eǆchange 
Realignment 

Reclassification of 
due to third parties  

�alance at  
End of Year  

Loans payable  Pсϭ,Ϭϰϴ,Ϯϴϳ,ϳϭϱ  Pсϲϭ,ϱϯϳ,ϲϵϲ  PсϱϬϮ,ϭϯϰ,ϱϭϯ  (PсϱϴϬ,ϵϱϲ,ϰϯϴ)  PсϮϮ,Ϭϰϱ  Pсʹ  Pсϭ,Ϭϯϭ,ϬϮϱ,ϱϯϭ 
Due to related 

parties  ϯ,ϱϲϬ,ϯϬϱ,Ϯϯϯ  ʹ  ϰϭ,ϱϮϯ,ϯϯϮ  (ϭϰ,ϳϵϳ,Ϭϳϴ)  ʹ  (ϭ,ϱϬϬ,ϬϬϬ,ϬϬϬ)  Ϯ,Ϭϴϳ,Ϭϯϭ,ϰϴϳ 
   Pсϰ,ϲϬϴ,ϱϵϮ,ϵϰϴ  Pсϲϭ,ϱϯϳ,ϲϵϲ  Pсϱϰϯ,ϲϱϳ,ϴϰϱ  (Pсϱϵϱ,ϳϱϯ,ϱϭϲ)  ϮϮ,Ϭϰϱ  (ϭ,ϱϬϬ,ϬϬϬ,ϬϬϬ)  ϯ,ϭϭϴ,Ϭϱϳ,Ϭϭϴ 

 
 

ϭϰ. Related Party Transactions 

The 'roup has transactions ǁith its related parties in the ordinary course of business as folloǁs: 

Trade Receivables 
Trade receiǀables are from sale of inǀentories and are unsecured, noninterestͲbearing, collectible in 
cash and are generally on a ϯϬ to ϵϬͲday credit term (see Note ϱ).  No impairment ǁas recogniǌed in 
ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ. 

Transactions and outstanding balances arising from sale of inǀentories are as folloǁs: 
 

  Amount of Transactions  Outstanding �alance 
  2019  ϮϬϭϴ  2019  ϮϬϭϴ 
hnder common control  Pсʹ  Pсʹ  Pс47,794,666  Pсϰϳ,ϳϵϰ,ϲϲϲ 

Trade Payables 
Trade payables are from inǀentory purchases and aǀailment of manufacturing serǀices. These are 
unsecured,  noninterestͲbearing  and  payable  in  cash  and  normally  settled  ǁithin  one  year  
(see Note ϭϮ).  These are summariǌed as folloǁs: 

 
  Amount of Transactions  Outstanding �alance 
  2019  ϮϬϭϴ  2019  ϮϬϭϴ 
hnder common control  Pсʹ  Pсʹ  Pс10,148,770  PсϭϬ,ϭϰϴ,ϳϳϬ 

Due from Related Parties 
Due  from  related  parties  pertain  to  unsecured,  noninterestͲbearing  adǀances  for  ǁorking  capital 
requirements.    These  are  normally  settled  in  cash  throughout  the  year.  No  impairment  ǁas 
recogniǌed in ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ. 
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Summariǌed beloǁ are the outstanding accounts arising from these transactions. 
 

  Amount of Transactions  Outstanding �alance 
  2019  ϮϬϭϴ  2019  ϮϬϭϴ 
Stockholder  Pсʹ  Pсʹ  Pс11,838,673  Pсϭϭ,ϴϯϴ,ϲϳϯ 
hnder common control  ʹ  ʹ  28,137,862  Ϯϴ,ϭϯϳ,ϴϲϮ 
      Pс39,976,ϱ3ϱ  Pсϯϵ,ϵϳϲ,ϱϯϱ 

Due to Related Parties 
Due  to  related  parties  are  unsecured,  noninterestͲbearing  adǀances  for  ǁorking  capital 
requirements.  These are payable on demand and to be settled in cash. 

Summariǌed beloǁ are the outstanding accounts arising from these transactions. 
 

  Amount of Transactions  Outstanding �alance 
  2019  ϮϬϭϴ  2019  ϮϬϭϴ 
Stockholders  Pс168,418,707  Pсϭ,ϵϵϮ,Ϯϱϯ  Pс1,ϱ61,ϱ31,ϱ82  Pсϭ,ϯϵϯ,ϭϭϮ,ϴϳϱ 
hltimate Parent  ʹ  ʹ  437,691,362  ϰϯϳ,ϲϵϭ,ϯϲϮ 
hnder common control  ʹ  ϯϵ,ϱϯϭ,Ϭϳϵ  2ϱ6,227,2ϱ0  Ϯϱϲ,ϮϮϳ,ϮϱϬ 
      Pс2,2ϱϱ,4ϱ0,194  PсϮ,Ϭϴϳ,Ϭϯϭ,ϰϴϳ 

Treasure  has  been  able  to  sustain  operations  mainly  because  related  parties  haǀe  continued  to 
proǀide the necessary financial support to meet its maturing obligations and to finance its ǁorking 
capital.    On  September  ϭϰ,  ϮϬϭϴ,  a  stockholder  assigned  portion  of  his  adǀances  to  Treasure 
amounting to Pсϭ,ϱϬϬ.Ϭ million to foreign inǀestors.  These inǀestors reͲassigned the adǀances to the 
Parent Company and applied the adǀances against  their subscription to the  increase  in authoriǌed 
capital stock of the Parent Company.  The debt to equity conǀersion is subũect to the approǀal of the 
increase in authoriǌed capital stock ǁhich is still pending ǁith the SEC. 

Due  to  the  capital  deficiency  position  of  Treasure  resulting  from  continuing  losses  from 
operations, an alloǁance of Pсϭ,ϱϬϬ.Ϭ million ǁas recogniǌed by the Parent Company in its separate 
financial statements on the amounts due from Treasure, arising from the assignment.  

The  intercompany  adǀances  and  the  recogniǌed  alloǁance  for  impairment  in  the  books  of  the 
Parent  Company  and  Treasure  ǁere  eliminated  in  full  in  the  consolidated  financial  statements  
(see Note Ϯϴ). 

Summariǌed  beloǁ  are  the  receiǀables  from  related  parties  ǁhich  are  eliminated  during  the 
consolidation. 
 
  Nature of transactions  2019  ϮϬϭϴ 
Subsidiaries͗ 
  Treasure:       
    Due from related parties  Adǀances for ǁorking capital  Pс2,ϱ04,981,244  PсϮ,ϱϬϰ,ϵϴϭ,Ϯϰϰ 
    Trade receiǀables  Sale of inǀentories  2,176,670  Ϯ,ϭϳϲ,ϲϳϬ 
  �illions Ͳ       
    Due from related parties  Adǀances for ǁorking capital  307,761,4ϱ8  ϯϮϯ,ϬϮϱ,ϴϭϳ 
  Campanilla Ͳ       
    Due from related parties  Adǀances for ǁorking capital  1,890,ϱ29  ϭ,ϴϵϬ,ϱϮϵ 
    Pс2,816,809,901  PсϮ,ϴϯϮ,Ϭϳϰ,ϮϲϬ 



Ͳ ϯϳ Ͳ 
 
 

 

Compensation of key management personnel of the 'roup folloǁs: 
 

  2019  ϮϬϭϴ  ϮϬϭϳ 
ShortͲterm benefits  Pс3,409,817  Pсϱ,ϴϴϵ,ϰϬϮ  Pсϴ,ϬϬϰ,ϯϭϴ 
PostͲemployment benefits  170,860  ϭϲϭ,ϱϰϵ  ϭϰϬ,ϯϮϴ 
  Pс3,ϱ80,677  Pсϲ,ϬϱϬ,ϵϱϭ  Pсϴ,ϭϰϰ,ϲϰϲ 

 
 
ϭϱ. EƋuity 

CaƉital Stock 
Details of the common stock as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ folloǁs: 

 
  Shares  Amount 
Authoriǌed Ͳ Pсϭ Par salue  ϭ,ϬϬϬ,ϬϬϬ,ϬϬϬ  Pсϭ,ϬϬϬ,ϬϬϬ,ϬϬϬ 
Issued and outstanding  ϵϰϬ,ϬϬϬ,ϬϬϬ  PсϵϰϬ,ϬϬϬ,ϬϬϬ 

The details and moǀements of the shares listed ǁith the PSE folloǁs: 
 

Date of SEC Approǀal  Type of Issuance 
No. of Shares 

Issued  Issue/Offer Price 
Noǀember Ϯϴ, ϮϬϬϲ  Acquisition by SEI  Ϯϱ,ϬϬϬ,ϬϬϬ  Pсϭ.ϬϬ 
April ϭϯ, ϮϬϬϳ  Subscription of additional  

shares by SEI 
ϮϰϬ,ϬϬϬ,ϬϬϬ  Pсϭ.ϬϬ 

April ϭϲ, ϮϬϬϳ  Subscription of additional  
shares by SEI  ϰϰϬ,ϬϬϬ,ϬϬϬ  Pсϭ.ϬϬ 

Noǀember Ϯϯ, ϮϬϬϳ  FolloǁͲOnͲOffering (FOO)  Ϯϯϱ,ϬϬϬ,ϬϬϬ  Pсϵ.ϲϴ 
    ϵϰϬ,ϬϬϬ,ϬϬϬ   

DeƉosits for Future SubscriƉtion 
On  September  ϯ,  ϮϬϭϴ,  the  �OD  approǀed  the  increase  in  authoriǌed  capital  of  T<C  from 
Pсϭ,ϬϬϬ.Ϭ million diǀided  into ϭ,ϬϬϬ.Ϭ million  shares at Pсϭ par  ǀalue per  share,  to Pсϯ,ϬϬϬ.Ϭ million 
diǀided into ϯ,ϬϬϬ.Ϭ million shares at Pсϭ par ǀalue a share. 
 
Of the increase in authoriǌed capital stock of PсϮ,ϬϬϬ.Ϭ million diǀided into Ϯ,ϬϬϬ.Ϭ million shares at  
Pсϭ par ǀalue a share, ϳϱϬ.Ϭ million shares ǁere subscribed by foreign inǀestors for Pсϭ,ϱϬϬ.Ϭ million.  
The  subscriptions  ǁere  paid  in  full  by  conǀerting  their  assigned  adǀances  from  Treasure  to  the 
Parent  Company  (see Note  ϭϰ).    On  September  ϯ,  ϮϬϭϴ,  the  �OD  approǀed  the  subscription  and 
debt to equity conǀersion. 

On October  Ϯϱ,  ϮϬϭϴ,  the  increase  in  authoriǌed  capital  stock ǁas  approǀed by  the  stockholders.  
The  Parent  Company  applied  for  the  increase  in  authoriǌed  capital  stock  ǁith  the  SEC  on  
December Ϯϭ, ϮϬϭϴ.  As at report date, the SEC’s approǀal on the increase in authoriǌed capital stock 
is still pending. 

The  adǀances  for  debt  to  equity  conǀersion  ǁas  classified  as  ͞Deposits  for  future  subscription͟ 
under ͞Equity͟ in the consolidated statements of financial position.   
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Non‐controlling Interest 

The  'roup’s  nonͲcontrolling  interests  represent  ϵй,  Ϯй  and  ϯϬй  oǁnership  of  ��  Stronghold, 
Treasure  Θ  Campanilla,  respectiǀely.    NonͲcontrolling  interests  amounted  to  PсϮϲ.Ϯ  million  and  
PсϯϮ.Ϭ million as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, respectiǀely. 

The  net  loss  allocated  to  nonͲcontrolling  interests  amounted  to  Pсϴ.ϲ  million,  Pсϲ.ϴ  million  and  
PсϮϮ.ϰ million in ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ, respectiǀely. 
 
The summariǌed financial  information of subsidiaries ǁith significant nonͲcontrolling  interest as at 
and for the years ended December ϯϭ, ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ folloǁs: 
 
  2019  ϮϬϭϴ  ϮϬϭϳ 
Total assets  Pс4,210,017,872   Pсϰ,ϰϱϭ,ϱϰϰ,ϲϳϲ    Pсϰ,ϱϱϮ,ϬϭϮ,Ϯϴϳ  
Total liabilities   8,004,100,836    ϴ,ϭϮϱ,ϯϭϰ,ϮϴϬ    ϳ,ϵϰϱ,ϴϯϲ,ϭϳϭ  
Capital deficiency  (3,794,082,964)   (ϯ,ϲϳϯ,ϳϲϵ,ϲϬϰ)   (ϯ,ϯϵϯ,ϴϮϯ,ϴϴϰ) 
Net loss  (1ϱ0,481,ϱ67)   (ϭϬϲ,ϲϴϰ,Ϭϲϴ)   (ϴϭϴ,ϴϵϴ,ϰϬϮ) 
 
 

ϭϲ. Adũustments to EƋuity 

The adũustments to equity ǁere results of the folloǁing: 

T<C’s AcƋuisition of Billions.  The acquisition of �illions in ϮϬϬϳ resulted in a goodǁill of Pсϭϭ.ϴ million 
and an adũustment to equity of Pсϴ.ϭ million.  The goodǁill is presented in Note ϭϭ as part of ͞Other 
noncurrent assets͟ account in the consolidated statements of financial position. 

T<C’s Additional Investment in Treasure.  The increase in oǁnership in Treasure from ϵϲй to ϵϴй in 
ϮϬϭϭ  resulted  to  an  equity  adũustment  of  Pсϲ.ϲ  million  to  reflect  a  change  in  oǁnership  of  
nonͲcontrolling interest. 

T<C’s Increase in Investment of �� Stronghold.  The increase in oǁnership in �� Stronghold from ϵϬй 
to ϵϭй in ϮϬϭϯ resulted to an equity adũustment of Pсϯϭ.ϳ million to reflect a change in oǁnership of 
nonͲcontrolling interest. 

 
 
ϭϳ. Costs of Goods Sold 

This account consists of: 
 

  Note  2019  ϮϬϭϴ  ϮϬϭϳ 
Direct materials  ϲ  Pс444,069,3ϱ9  Pсϱϳϱ,ϳϭϱ,ϭϬϴ  PсϮϴϬ,ϲϲϭ,ϴϴϳ 
Manufacturing supplies    40,631,ϱ78  ϱϭ,ϵϰϳ,ϰϴϲ  ϯϳ,ϳϴϳ,ϵϵϳ 
Depreciation and amortiǌation   ϮϮ  1ϱ,4ϱ3,663  ϭϲ,ϵϴϲ,ϭϱϯ  ϭϱ,ϵϬϴ,ϭϮϱ 
Salaries, ǁages and other employee 

benefits   Ϯϭ  13,982,181  ϭϲ,ϭϴϯ,ϯϭϯ  ϱ,ϲϱϯ,ϱϵϳ 
Indirect labor    13,442,112  ϭϬ,ϵϬϴ,ϱϭϳ  ϰϳ,ϰϮϭ 
htilities and rent    6,ϱϱ1,764  ϴ,Ϭϱϱ,ϭϬϮ  ϭϳ,ϰϱϳ 
Others    6,427,623  ϳ,ϱϵϰ,ϰϬϭ  ϭ,ϭϲϰ,ϭϰϲ 
    Pсϱ40,ϱϱ8,280  Pсϲϴϳ,ϯϵϬ,ϬϴϬ  Pсϯϰϭ,ϮϰϬ,ϲϯϬ 
 



Ͳ ϯϵ Ͳ 
 
 

 

ϭϴ. OƉerating ExƉenses 

This account consists of: 
 

Note  2019  ϮϬϭϴ  ϮϬϭϳ 
Salaries, ǁages and other  

employee benefits   Ϯϭ  Pс39,809,8ϱ1  Pсϰϴ,ϭϯϭ,ϳϵϳ  Pсϰϱ,ϯϬϴ,ϳϰϱ 
Freight and handling    22,648,099  ϭϱ,ϳϱϱ,ϲϭϮ  ϭϰ,Ϭϱϲ,ϲϮϰ 
Representation    21,903,8ϱ3  Ϯ,ϲϭϵ,ϳϭϲ  ϭ,ϳϬϳ,ϱϲϳ 
Depreciation and amortiǌation   ϮϮ  20,343,761  Ϯϳ,ϵϳϭ,Ϯϳϰ  Ϯϰ,ϭϬϬ,Ϭϳϰ 
Receiǀables ǁriteͲoff  ϱ  13,782,633  ϭϭ,ϴϲϲ,ϰϳϱ  ϭϳ,ϳϬϭ,ϭϱϴ 
Taǆes and licenses    12,707,801  ϭϳ,Ϭϳϯ,ϲϲϲ  Ϯϴ,Ϯϯϵ,ϴϬϲ 
htilities and rental    8,864,04ϱ  ϭϭ,Ϭϭϳ,ϴϱϬ  ϭϬ,ϱϴϵ,ϳϲϵ 
Professional fees    7,977,789  ϰ,Ϯϳϴ,ϴϱϰ  ϭϴ,ϴϰϱ,ϵϰϭ 
Outside serǀices    6,2ϱ3,427  ϵ,ϰϬϭ,ϲϭϵ  ϳ,ϭϮϵ,ϯϭϮ 
Traǀel and transportation    1,747,169  ϭ,ϮϮϲ,ϲϬϭ  Ϯ,ϬϱϮ,ϰϮϴ 
Repairs and maintenance    1,076,4ϱϱ  ϯ,ϲϳϬ,ϴϱϰ  ϴ,ϭϮϴ,ϲϲϳ 
Office supplies    3ϱ8,888  ϰϲϬ,ϯϵϯ  ϮϯϬ,ϯϱϰ 
Insurance    10,333  ϳ,ϯϴϭ  о 
Docking and ǁharfage fee    ʹ  ϯϱ,ϲϰϮ,ϭϱϴ  о 
Commission    ʹ  ʹ  ϳ,Ϭϭϲ 
Others    8,031,604  ϱ,ϰϯϯ,ϵϯϴ  ϱ,ϳϱϵ,ϴϳϰ 

  Pс16ϱ,ϱ1ϱ,708  Pсϭϵϰ,ϱϱϴ,ϭϴϴ  Pсϭϴϯ,ϴϱϳ,ϯϯϱ 

Others mainly include �� Stronghold’s registration, bank charges and postages. 
   
 
ϭϵ. Provision for ImƉairment Loss 

This account consists of proǀision for impairment loss as folloǁs: 
 

  Note  2019  ϮϬϭϴ ϮϬϭϳ 
Trade and other receiǀables  ϱ  Pс11,331,8ϱ6  Pсʹ Pсʹ 
Adǀances to suppliers  ϴ  2ϱ,924  ʹ Ϯϭϰ,ϳϴϯ 
Property, plant and equipment  ϵ  ʹ  ʹ ϲϴϯ,ϰϱϭ,Ϭϰϳ 
    Pс11,3ϱ7,780  Pсʹ Pсϲϴϯ,ϲϲϱ,ϴϯϬ 

 

ϮϬ. Retirement Benefits 

As  at  December ϯϭ,  ϮϬϭϵ  and  ϮϬϭϴ,  ��  Stronghold  maintains  a  stateͲmanaged  social  security 
contribution plan for the retirement benefits of its employees.  Parent Company and Treasure has an 
unfunded,  noncontributory  defined  benefit  retirement  plan  coǀering  all  its  regular,  fullͲtime 
employees. 

The latest actuarial ǀaluation report obtained by the Parent Company and Treasure ǁas for the year 
ended December ϯϭ, ϮϬϭϵ, using the proũected unit credit method. 

   



Ͳ ϰϬ Ͳ 
 
 

 

The components of retirement eǆpense recogniǌed as part of ͞Salaries, ǁages and other employee 
benefits͟  under  ͞Operating  eǆpenses͟  account  in  the  consolidated  statements  of  comprehensiǀe 
income are as folloǁs (see Note Ϯϭ): 

 
  2019  ϮϬϭϴ  ϮϬϭϳ 
Current serǀice cost  Pс738,2ϱ4  Pсϲϵϵ,Ϭϵϵ  Pсϴϱϭ,ϴϴϳ 
Interest cost  ϱ09,892  ϰϰϯ,ϵϱϵ     ϰϮϵ,ϲϲϲ 
  Pс1,248,146  Pсϭ,ϭϰϯ,Ϭϱϴ  Pсϭ,Ϯϴϭ,ϱϱϯ 

Changes in the present ǀalue of retirement liability (PsRL) are as folloǁs: 
 

2019  ϮϬϭϴ 
�alance at beginning of year  Pс8,906,670  Pсϳ,ϳϲϯ,ϲϭϮ 
Current serǀice cost  738,2ϱ4  ϲϵϵ,Ϭϵϵ 
Interest cost  ϱ09,892  ϰϰϯ,ϵϱϵ 
Remeasurement loss (gain):     
  Eǆperience adũustments  (1,710,60ϱ)  ʹ 
  Change in assumptions  20ϱ,806  ʹ 
�alance at end of year  Pс8,6ϱ0,017  Pсϴ,ϵϬϲ,ϲϳϬ 

Moǀements in the retirement liability are as folloǁs: 
 

  2019  ϮϬϭϴ 
�alance at beginning of year  Pс8,906,670  Pсϳ,ϳϲϯ,ϲϭϮ 
Retirement eǆpense during the year  1,248,146  ϭ,ϭϰϯ,Ϭϱϴ 
Remeasurement gain recogniǌed in OCI  (1,ϱ04,799)  ʹ 
�alance at end of year  Pс8,6ϱ0,017  Pсϴ,ϵϬϲ,ϲϳϬ 

Cumulatiǀe amount of remeasurement (loss) gain recogniǌed in OCI are as folloǁs: 
 

2019  ϮϬϭϴ  ϮϬϭϳ 
�alance at beginning of year  Pс2,298,818  PсϮ,Ϯϵϴ,ϴϭϴ  (PсϯϮϲ,ϯϴϱ) 
Remeasurement gain, net of 

deferred taǆ   1,0ϱ3,3ϱ9  ʹ  Ϯ,ϲϮϱ,ϮϬϯ 
�alance at end of year  Pс3,3ϱ2,177  PсϮ,Ϯϵϴ,ϴϭϴ  PсϮ,Ϯϵϴ,ϴϭϴ 

The principal actuarial assumptions used to determine retirement benefit for ϮϬϭϵ and ϮϬϭϴ are as 
folloǁs: 

 
      2019      ϮϬϭϴ 
  Treasure  TKC  Treasure  T<C 
Discount rate  4.9ϱй  ϱ.43й  ϲ.ϳϮй  ϰ.Ϯϱй 
Salary increase rate  ϱ.00й  2.00й  ϱ.ϬϬй  Ϯ.ϬϬй 

 
   



Ͳ ϰϭ Ͳ 
 
 

 

Sensitiǀity analyses on defined benefit liability are as folloǁs: 
 

�asis Points  2019  ϮϬϭϴ 
Discount rate  нϭ.ϬϬй  (Pс179,733)  (PсϭϬϳ,ϯϭϳ) 

Ͳϭ.ϬϬй  207,228  ϭϮϯ,ϲϮϳ 
Salary increase rate  нϭ.ϬϬй  23ϱ,20ϱ  ϳϱ,ϱϮϮ 

Ͳϭ.ϬϬй  (210,061)  (ϳϱ,ϱϮϮ) 

The  sensitiǀity  analyses aboǀe haǀe been determined based on  the method  that eǆtrapolates  the 
impact of retirement liability as a result of reasonable changes in key assumptions occurring at end 
of the reporting period. 

As at December ϯϭ, ϮϬϭϵ, maturity analysis of undiscounted benefit payments are as folloǁs: 
 

Plan Year     
Less than one year    Pсϰ,ϱϲϳ,ϰϬϱ 
More than one to fiǀe years    ϰϲϳ,ϱϴϲ 
More than fiǀe to ϭϬ years    ϭ,ϯϯϱ,Ϭϳϱ 
More than ϭϬ to ϭϱ years    ϭ,ϰϭϴ,ϮϮϬ 
More than ϭϱ to ϮϬ years    ϵϱϲ,ϰϴϳ 
More than ϮϬ years    Ϯ,ϭϵϴ,ϯϵϲ 
    PсϭϬ,ϵϰϯ,ϭϲϵ 

As at December ϯϭ, ϮϬϭϵ,  the aǀerage duration of  retirement  liability at  the end of  the  reporting 
period is ϯ.Ϯϭ years and ϴ.ϵϴ years for the Parent Company and Treasure, respectiǀely. 

 
 
Ϯϭ. Salaries, Wages and Other EmƉloyee Benefits 

This account consists of: 
 

  Note  2019  ϮϬϭϴ  ϮϬϭϳ 
Salaries and ǁages    Pсϱ2,418,819  Pсϲϯ,ϭϬϬ,ϬϱϮ  Pсϰϵ,ϲϬϴ,ϳϴϵ 
Retirement benefits   ϮϬ  1,248,146  ϭ,ϭϰϯ,Ϭϱϴ  ϭ,Ϯϴϭ,ϱϱϯ 
Other employee benefits    12ϱ,067  ϳϮ,ϬϬϬ  ϳϮ,ϬϬϬ 
    Pсϱ3,792,032  Pсϲϰ,ϯϭϱ,ϭϭϬ  PсϱϬ,ϵϲϮ,ϯϰϮ 
 
Salaries, ǁages and other employee benefits are classified as folloǁs: 

 
  Note  2019  ϮϬϭϴ  ϮϬϭϳ 
Costs of goods sold  ϭϳ  Pс13,982,181  Pсϭϲ,ϭϴϯ,ϯϭϯ  Pсϱ,ϲϱϯ,ϱϵϳ 
Operating eǆpenses  ϭϴ  39,809,8ϱ1  ϰϴ,ϭϯϭ,ϳϵϳ  ϰϱ,ϯϬϴ,ϳϰϱ 
    Pсϱ3,792,032  Pсϲϰ,ϯϭϱ,ϭϭϬ  PсϱϬ,ϵϲϮ,ϯϰϮ 

 
 
   



Ͳ ϰϮ Ͳ 
 
 

 

ϮϮ. DeƉreciation and Amortization 

Details of depreciation and amortiǌation folloǁs: 
 

  Note  2019  ϮϬϭϴ  ϮϬϭϳ 
Property, plant and equipment  ϵ  Pс29,449,1ϱ4  Pсϯϵ,ϭϯϮ,ϰϭϵ  Pсϯϰ,ϭϴϱ,ϯϳϵ 
Leasehold rights  ϭϬ  6,348,270  ϲ,ϳϴϲ,ϳϵϮ  ϲ,ϰϰϬ,Ϭϯϴ 
    Pс3ϱ,797,424  Pсϰϱ,ϵϭϵ,Ϯϭϭ  PсϰϬ,ϲϮϱ,ϰϭϳ 

Depreciation and amortiǌation are distributed as folloǁs: 
 

  Note  2019  ϮϬϭϴ  ϮϬϭϳ 
Costs of goods sold  ϭϳ  Pс1ϱ,4ϱ3,663  Pсϭϲ,ϵϴϲ,ϭϱϯ  Pсϭϱ,ϵϬϴ,ϭϮϱ 
Operating eǆpenses  ϭϴ  20,343,761  Ϯϳ,ϵϳϭ,Ϯϳϰ  Ϯϰ,ϭϬϬ,Ϭϳϰ 
Finished goods inǀentories    ʹ  ϵϲϭ,ϳϴϰ  ϲϭϳ,Ϯϭϴ 
    Pс3ϱ,797,424  Pсϰϱ,ϵϭϵ,Ϯϭϭ  PсϰϬ,ϲϮϱ,ϰϭϳ 

 
 
Ϯϯ. OƉerating Lease Commitments   

The 'roup  leases  its  office  space  from  a  third  party.    The  lease  has  a  term of  ϲϬ months, ǁhich 
commenced  in  September  ϮϬϭϰ.  The  lease  obligation  is  subũect  to  an  annual  escalation  of  ϱй 
beginning on the third year of the lease term.  

Prepaid rent amounted to Pсϭ.ϱ million as at December ϯϭ, ϮϬϭϴ (see Note ϭϭ). 

The  'roup  reneǁed  its  office  space  lease  in  September  ϮϬϭϵ.  The  neǁ  lease  has  a  term  of  
ϯϲ months, ǁhich ǁill end in September ϮϬϮϮ. The lease obligation is subũect to an annual escalation 
of  ϱй.  ROh  asset  is  recogniǌed  using  the  discount  rate  of  ϰ.Ϯй  as  at  September  ϭϱ,  ϮϬϭϵ.  The 
adoption of PFRS ϭϲ has no impact on the 'roup’s retained earnings as at :anuary ϭ, ϮϬϭϵ. 

Refundable deposits amounted to PсϮ.ϵ million and PсϮ.Ϭ million as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, 
respectiǀely (see Note ϭϭ). 

Rental eǆpense  included  in  the ͞htilities and  rental͟ under ͞Operating eǆpenses͟ account  in ϮϬϭϵ 
pertains to shortͲterm leases ǁith remaining lease term of ϭϮ months or less as at :anuary ϭ, ϮϬϭϵ 
amounting  to  Pсϲ.ϳ  million,  Pсϱ.ϴ million  and  Pсϱ.ϰ million  in  ϮϬϭϵ,  ϮϬϭϴ  and  ϮϬϭϳ,  respectiǀely 
(see Note ϭϴ). 

The balance and moǀements in ROh asset as at December ϯϭ, ϮϬϭϵ are as folloǁs (see Note ϵ): 
 

Cost     
Initial recognition in accordance ǁith PFRS ϭϲ    PсϮϰ,Ϯϵϭ,ϱϲϳ 
Accumulated amortization     
Amortiǌation    Ϯ,ϯϲϭ,ϲϴϬ 
Carrying amount    PсϮϭ,ϵϮϵ,ϴϴϳ 

 
   



Ͳ ϰϯ Ͳ 
 
 

 

The balance and moǀements in lease liabilities as at December ϯϭ, ϮϬϭϵ are as folloǁs: 
 

  Note   
Initial recognition during the period in accordance ǁith PFRS ϭϲ    PсϮϰ,Ϯϵϭ,ϱϲϳ 
Interest eǆpense  ϭϯ  ϯϴ,ϮϬϲ  
Rental payments    (ϰ,ϲϭϬ,ϳϮϱ) 
�alance at end of year    Pсϭϵ,ϳϭϵ,Ϭϰϴ 

 
As at December ϯϭ, ϮϬϭϵ, lease liabilities are classified as folloǁs: 
 

Current     Pсϳ,ϰϴϵ,ϴϴϵ  
Noncurrent     ϭϮ,ϮϮϵ,ϭϱϵ  
    Pсϭϵ,ϳϭϵ,Ϭϰϴ 

Future minimum  lease payments under  the noncancellable  lease as at December ϯϭ, ϮϬϭϵ are as 
folloǁs: 

 
tithin one year    Pсϴ,ϮϬϳ,Ϭϳϯ 
After one year but not more than fiǀe years    ϭϮ,ϲϳϵ,ϲϮϱ 
    PсϮϬ,ϴϴϲ,ϲϵϴ 

 
 
Ϯϰ. Other Income 

This account consists of: 
 

  Note  2019  ϮϬϭϴ  ϮϬϭϳ 
Foreign eǆchange gain    Pс7,371,420  Pсϭϱ,ϳϬϬ,ϰϳϳ  PсϭϮ,ϲϱϰ,ϵϴϴ 
'ain on sale of raǁ materials    2,892,480  ϭϬ,ϲϮϳ,ϭϴϲ  ϭϵ,ϲϱϴ,Ϯϳϰ 
Interest income  ϰ  3ϱ7,163  ϭϵϵ,ϬϰϬ  ϴϳ,ϵϭϲ 
'ain on sale of property and 

equipment  ϵ  ʹ  ϰϬ,ϯϮϰ,ϲϵϰ  Ϯ,ϰϬϲ,ϳϳϵ 
Rental income    ʹ  ʹ  ϳ,ϯϵϱ,ϯϮϴ 
Others    ʹ  ϭϭϭ,ϯϵϮ  ൞ 
    Pс10,621,063  Pсϲϲ,ϵϲϮ,ϳϴϵ  PсϰϮ,ϮϬϯ,Ϯϴϱ 
 
 

Ϯϱ. Income Tax 

The  components  of  proǀision  for  (benefit  from)  income  taǆ  as  reported  in  the  consolidated 
statements of comprehensiǀe income are as folloǁs: 

 
  2019  ϮϬϭϴ  ϮϬϭϳ 
ReƉorted in Profit or Loss       
Current income taǆ Ͳ MCIT   Pсϱ7,981  Pсϭ,Ϭϭϴ,ϭϬϱ  PсϲϬϯ,ϳϵϯ 
Deferred taǆ  1,608,360  ϴϲϱ  (ϲ,ϴϳϮ,ϳϰϵ) 

  Pс1,666,341  Pсϭ,Ϭϭϴ,ϵϳϬ  (Pсϲ,Ϯϲϴ,ϵϱϲ) 
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  2019  ϮϬϭϴ  ϮϬϭϳ 

ReƉorted in OCI       
Deferred taǆ on remeasurement gain 

on retirement liability  Pс314,680  Pсо  Pсо 

The Parent Company is subũect to income taǆes under the Philippine taǆ laǁs.   

Treasure  is  registered  ǁith  the  �oard  of  Inǀestments  (�OI)  for  its  Moderniǌation  of  Steel  �illets 
Production  Plant  and  for  being  a  Neǁ  Producer  of  Pig  Iron  and  �eneficiated  Iron  Ore  on  
September ϭϰ, ϮϬϬϳ and May ϭϮ, ϮϬϬϴ, respectiǀely. As a registered enterprise, Treasure is entitled to 
certain  taǆ  incentiǀes  such  as  sAT  ǌeroͲrating  of  goods,  properties,  and  serǀices  sold  by  
sATͲregistered suppliers to Treasure. 

No taǆ benefit ǁas claimed by Treasure from these incentiǀes in ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ because there 
ǁere no reǀenue deriǀed from the registered actiǀities.  

In ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ, �illions had no Enterprise Income Taǆ because it has no taǆable income in 
those years.   

hnder the PRC’s Laǁ on Enterprise Income Taǆ enacted on March ϭϲ, ϮϬϬϳ, �� Stronghold is subũect 
to a  taǆ rate of Ϯϱй beginning :anuary ϭ, ϮϬϬϴ.  In ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ, �� Stronghold  is  in a net 
taǆable loss position. 

Campanilla has no current income taǆ in ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ due to its taǆable loss position.   

The 'roup did not recogniǌe the folloǁing deferred taǆ assets of the Parent Company, Treasure and 
Campanilla as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ because management has assessed that the 'roup 
may not haǀe sufficient future taǆable profit against ǁhich the deferred taǆ assets can be utiliǌed. 
 

  2019  ϮϬϭϴ 
Alloǁance for impairment loss on property,  

plant and equipment  Pс198,268,ϱ19  Pсϭϵϴ,Ϯϲϴ,ϱϭϵ 
NOLCO  79,88ϱ,728  ϲϴ,ϱϬϵ,ϲϲϲ 
Alloǁance for inǀentory ǁriteͲdoǁn  42,911,610  ϰϰ,ϴϰϰ,ϳϴϵ 
Alloǁance for impairment losses on adǀances 

to contractors and suppliers  14,067,ϱ26  ϭϰ,Ϭϱϵ,ϳϰϵ 
Retirement liability  4,024,4ϱ2  Ϯ,ϲϳϮ,ϬϬϭ 
Alloǁance for ECL of trade receiǀables  3,399,ϱϱ7  ʹ 
Eǆcess of MCIT oǀer RCIT  1,679,879  Ϯ,Ϯϴϯ,ϱϱϱ 
Alloǁance for impairment of input sAT  3ϱ,827  ʹ 
  Pс344,273,098  PсϯϯϬ,ϲϯϴ,Ϯϳϵ 

As  at  December ϯϭ,  ϮϬϭϵ  and  ϮϬϭϴ,  �illions  and  ��  Stronghold  haǀe  no  taǆable  and  deductible 
temporary differences arising from its operations. 
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The 'roup’s deferred taǆ liabilities pertain to the folloǁing: 
 

  2019  ϮϬϭϴ 
Capitaliǌed borroǁing cost  Pс1ϱ,19ϱ,9ϱ0  Pсϭϱ,ϭϵϱ,ϵϱϬ 
Remeasurement gain on retirement benefits liability  1,429,447  ʹ 
ROh asset net of lease liability  663,2ϱ1  ʹ 
Prepaid rent  ʹ  ϯϭ,ϴϯϴ 
hnrealiǌed foreign eǆchange gain  ʹ  ϭ,ϬϲϬ 
  Pс17,288,648  Pсϭϱ,ϮϮϴ,ϴϰϴ 

As at December ϯϭ, ϮϬϭϵ, details of the Parent Company, Treasure and Campanilla’s NOLCO are as 
folloǁs:  

Parent Company 
 

Year Incurred 
�alance at 

�eginning of Year  Additions  Eǆpired 
�alance at 
End of Year 

Year of 
Eǆpiration 

ϮϬϭϵ  Pсʹ  Pсϰϭ,ϱϲϬ,ϵϳϰ  Pсʹ  Pсϰϭ,ϱϲϬ,ϵϳϰ  ϮϬϮϮ 
ϮϬϭϴ  ϯϱ,ϭϯϱ,ϳϴϭ  ʹ  ʹ  ϯϱ,ϭϯϱ,ϳϴϭ  ϮϬϮϭ 
ϮϬϭϳ  ϯϮ,ϰϮϳ,ϴϮϮ  ʹ  ʹ  ϯϮ,ϰϮϳ,ϴϮϮ  ϮϬϮϬ 
ϮϬϭϲ  ϯϰ,ϯϵϯ,ϰϲϮ  ʹ  ϯϰ,ϯϵϯ,ϰϲϮ  ʹ  ϮϬϭϵ 
  PсϭϬϭ,ϵϱϳ,Ϭϲϱ  Pсϰϭ,ϱϲϬ,ϵϳϰ  Pсϯϰ,ϯϵϯ,ϰϲϮ  PсϭϬϵ,ϭϮϰ,ϱϳϳ   
 
Treasure 

 

Year Incurred 
�alance at 

�eginning of Year  Additions  Eǆpired 
�alance at 
End of Year 

Year of 
Eǆpiration 

ϮϬϭϵ  Pсʹ  Pсϱϳ,ϭϰϳ,Ϯϲϰ  Pсʹ  Pсϱϳ,ϭϰϳ,Ϯϲϰ  ϮϬϮϮ 
ϮϬϭϴ  ϰϭ,ϭϲϭ,Ϯϲϵ  ʹ  ʹ  ϰϭ,ϭϲϭ,Ϯϲϵ  ϮϬϮϭ 
ϮϬϭϳ  ϱϲ,ϴϭϭ,ϭϯϱ  ʹ  ʹ  ϱϲ,ϴϭϭ,ϭϯϱ  ϮϬϮϬ 
ϮϬϭϲ  Ϯϯ,ϳϮϳ,ϲϵϳ  ʹ  Ϯϯ,ϳϮϳ,ϲϵϳ  ʹ  ϮϬϭϵ 
  PсϭϮϭ,ϳϬϬ,ϭϬϭ  Pсϱϳ,ϭϰϳ,Ϯϲϰ  PсϮϯ,ϳϮϳ,ϲϵϳ  Pсϭϱϱ,ϭϭϵ,ϲϲϴ   

Campanilla 
 

Year Incurred 
�alance at 

�eginning of Year  Additions  Eǆpired 
�alance at 
End of Year 

Year of 
Eǆpiration 

ϮϬϭϵ  Pсʹ  PсϮϭ,ϭϰϬ  Pсʹ  PсϮϭ,ϭϰϬ  ϮϬϮϰ 
ϮϬϭϴ  ϳϭϰ,ϭϲϲ    ʹ  ϳϭϰ,ϭϲϲ  ϮϬϮϯ 
ϮϬϭϳ  ϲϬϴ,ϵϯϲ  ʹ  ʹ  ϲϬϴ,ϵϯϲ  ϮϬϮϮ 
ϮϬϭϲ  ϰϳ,Ϭϵϱ  ʹ  ʹ  ϰϳ,Ϭϵϱ  ϮϬϮϭ 
ϮϬϭϱ  ϰϱϱ,ϵϱϳ  ʹ  ʹ  ϰϱϱ,ϵϱϳ  ϮϬϮϬ 
ϮϬϭϰ  Ϯ,ϳϯϭ,ϱϴϱ  ʹ  Ϯ,ϳϯϭ,ϱϴϱ  ʹ  ϮϬϭϵ 
  Pсϰ,ϱϱϳ,ϳϯϵ  PсϮϭ,ϭϰϬ  PсϮ,ϳϯϭ,ϱϴϱ  Pсϭ,ϴϰϳ,Ϯϵϰ   

As at December ϯϭ, ϮϬϭϵ, details of the Parent Company and Treasure’s MCIT folloǁs: 
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Parent Company 
 

Year Incurred 
�alance at 

�eginning of Year  Additions  Eǆpired 
�alance at 
End of Year 

Year of 
Eǆpiration 

ϮϬϭϵ  Pсʹ  Pсϲϭ  Pс�  Pсϲϭ  ϮϬϮϮ 
ϮϬϭϳ  ϭϱϱ,ϳϰϴ  ʹ  ʹ  ϭϱϱ,ϳϰϴ  ϮϬϮϬ 
ϮϬϭϲ  ϵ,ϲϬϱ  ʹ  ϵ,ϲϬϱ  ʹ  ϮϬϭϵ 
  Pсϭϲϱ,ϯϱϯ  Pсϲϭ  Pсϵ,ϲϬϱ  Pсϭϱϱ,ϴϬϵ   

Treasure 
 

Year Incurred 
�alance at 

 �eginning of Year  Additions  Eǆpired 
�alance at  
End of Year 

Year of 
Eǆpiration 

ϮϬϭϵ  Pсʹ  Pсϱϳ,ϵϮϬ  Pсʹ  Pсϱϳ,ϵϮϬ  ϮϬϮϮ 
ϮϬϭϴ  ϭ,Ϭϭϴ,ϭϬϱ  ʹ  ʹ  ϭ,Ϭϭϴ,ϭϬϱ  ϮϬϮϭ 
ϮϬϭϳ  ϰϰϴ,Ϭϰϱ  ʹ  ʹ  ϰϰϴ,Ϭϰϱ  ϮϬϮϬ 
ϮϬϭϲ  ϲϱϮ,ϬϱϮ  ʹ  ϲϱϮ,ϬϱϮ  ʹ  ϮϬϭϵ 
  PсϮ,ϭϭϴ,ϮϬϮ  Pсϱϳ,ϵϮϬ  PсϲϱϮ,ϬϱϮ  Pсϭ,ϱϮϰ,ϬϳϬ   

The  reconciliation  betǁeen  the  income  taǆ  benefit  (eǆpense)  based  on  statutory  taǆ  rate  and 
effectiǀe taǆ rate on loss before income taǆ folloǁs: 

 
  2019  ϮϬϭϴ  ϮϬϭϳ 
At statutory taǆ rate  30.00й  ϯϬ.ϬϬй  ϯϬ.ϬϬй 
Change in unrecogniǌed deferred taǆ assets  (ϱ.76)  (Ϭ.Ϯϰ)  (ϮϮ.ϯϯ) 
Taǆ effects of:       
  Nondeductible eǆpense  (14.16)  (ϭϯ.ϱϭ)  (Ϯ.ϵϮ) 
  Eǆpired NOLCO and MCIT  (9.07)  (ϭϳ.ϭϴ)  (ϯ.ϵϰ) 
  Remeasurement gain on retirement liability  ʹ  ʹ  (Ϭ.Ϭϵ) 
  Interest income subũected to final taǆ  0.01  Ϭ.Ϭϭ  Ϭ.Ϭϭ 
At effectiǀe taǆ rate  1.02й  (Ϭ.ϵϮй) Ϭ.ϳϯй 

 
 
Ϯϲ. Contingencies 

The  'roup  is  either  a  defendant  or  plaintiff  in  seǀeral  litigations,  claims,  and  disputes ǁhich  are 
normal to its business.  Management belieǀes that the ultimate liability, if any, ǁith respect to such 
litigations,  claims  and  disputes  ǁill  not  materially  affect  the  financial  position  and  results  of 
operation of the 'roup. 
 
 

Ϯϳ. Basic and Diluted Loss Per Share 

�asic loss per share is computed as folloǁs: 
 

  2019  ϮϬϭϴ  ϮϬϭϳ 
Net loss attributable to equity holders of the 

Parent Company (a)  Pс201,609,390  Pсϭϯϲ,ϲϬϳ,ϲϭϴ  Pсϴϯϴ,Ϯϰϭ,ϲϯϴ 
teighted aǀerage number of shares 

outstanding (b)  940,000,000  ϵϰϬ,ϬϬϬ,ϬϬϬ  ϵϰϬ,ϬϬϬ,ϬϬϬ 
Loss per share (a/b)  Pс0.21  PсϬ.ϭϱ  PсϬ.ϴϵ 
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As at December ϯϭ, ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ, the 'roup has no potential dilutiǀe common shares. 
 
 
Ϯϴ. Segment Information 

For  management  purposes,  the 'roup  is  organiǌed  into  three  operating  segments  located  in  the 
Philippines  and  China.    Management  monitors  the  operating  results  of  its  operating  segments 
separately  for  the  purpose  of  making  decisions  about  resources  to  be  allocated  and  of  assessing 
performance.    Segment  performance  is  eǀaluated  based  on  operating  results  in  the  consolidated 
financial statements. 

The 'roup’s reportable segments folloǁ: 

Parent  Company  Ͳ  a  holding  company  located  in  the  Philippines  engaged  in  the  sale  of  steel 
products. 

Treasure Ͳ engaged in the manufacturing of billets.  The plant facility is located in Iligan City, Lanao 
del Norte, Philippines.  As disclosed in Note ϭ, Treasure has suspended its operations since ϮϬϭϯ. 

�� Stronghold Ͳ engaged in the manufacturing and distribution of steel pipes products sold in China 
and other eǆport markets.  The plant facility is located in yiamen, China. 

Included  in  the  reǀenues  generated  by  the  'roup  are  reǀenues  amounting  to  Pсϱϲϲ.ϴ  million 
arising from sales disaggregated by geographical region.   

The accounting policies of the operating segments are the same as those described in the summary 
of significant accounting policies. 

 
The folloǁing table presents the financial information in respect of the 'roup’s operating segments: 
 
  2019 
    PhiliƉƉines  China   
  TKC  Treasure  �� Stronghold  Total 
Results of operations:         
  Reǀenues  Pсʹ  Pсʹ  Pсϱ66,764,ϱ89  Pсϱ66,764,ϱ89 
  Cost of goods sold  ʹ  ʹ  ϱ40,ϱϱ8,280  ϱ40,ϱϱ8,280 
'ross income  ʹ  ʹ  26,206,309  26,206,309 
Operating eǆpenses  (29,014,18ϱ) (ϱ6,830,ϱϱ4)  (90,693,907)  (176,ϱ38,646) 
Interest eǆpense  (22,ϱ18,1ϱ8) (17,798,481)  (28,14ϱ,0ϱ0)  (68,461,689) 
Interest income  2,980  1,280  3ϱ2,849  3ϱ7,109 
Other income (charges)  (6,ϱ7ϱ,107) 2,892,480  14,3ϱϱ,439  10,672,812 
Loss before income taǆ  (ϱ8,104,470) (71,73ϱ,27ϱ)  (77,924,360)  (207,764,10ϱ) 
Income taǆ benefit (eǆpense)  2,798,2ϱ7  (821,932)  ʹ  1,976,32ϱ 
Segment net loss   (Pсϱϱ,306,213) (Pс72,ϱϱ7,207)  (Pс77,924,360)  (Pс20ϱ,787,780) 

Segment assets  Pс3,200,29ϱ,9ϱ3  Pс2,170,008,ϱϱϱ  Pс2,040,009,317  Pс7,410,313,82ϱ 

Segment liabilities  Pс1,037,468,669  Pс4,812,9ϱ1,ϱ9ϱ  Pс3,191,149,241  Pс9,041,ϱ69,ϱ0ϱ 

Capital eǆpenditures  Pсʹ  Pсʹ  Pсʹ  Pсʹ 

Depreciation and 
amortiǌation  Pс2,361,680  Pс1ϱ,781,404  Pс20,464,933  Pс38,608,017 
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  ϮϬϭϴ 
    Philippines  China   
  T<C  Treasure  �� Stronghold  Total 
Results of operations:         
  Reǀenues  Pсʹ  Pсʹ  Pсϳϯϲ,ϬϯϮ,ϬϬϳ  Pсϳϯϲ,ϬϯϮ,ϬϬϳ 
  Cost of goods sold  ʹ  ʹ  ϲϴϳ,ϯϵϬ,ϬϴϬ  ϲϴϳ,ϯϵϬ,ϬϴϬ 
'ross income  ʹ  ʹ  ϰϴ,ϲϰϭ,ϵϮϳ  ϰϴ,ϲϰϭ,ϵϮϳ 
Impairment loss  (ϭ,ϱϬϬ,ϬϬϬ,ϬϬϬ)  ʹ  ʹ  (ϭ,ϱϬϬ,ϬϬϬ,ϬϬϬ) 
Operating eǆpenses  (ϮϬ,ϬϮϯ,ϭϰϵ)  (ϳϳ,ϯϴϮ,Ϯϲϲ)  (ϵϲ,ϰϯϴ,ϲϬϳ)  (ϭϵϯ,ϴϰϰ,ϬϮϮ) 
Interest eǆpense  (ϭϱ,ϴϯϬ,ϳϵϰ)  (ϭϱ,ϳϵϴ,ϳϲϱ)  (ϯϭ,ϲϰϱ,ϬϱϬ)  (ϲϯ,Ϯϳϰ,ϲϬϵ) 
Interest income  Ϯ,ϬϮϯ  Ϯϰ,Ϯϭϰ  ϭϳϮ,ϳϲϴ  ϭϵϵ,ϬϬϱ 
Other income  Ϯϭ,ϳϵϱ,ϮϯϮ  ϱϬ,ϵϬϴ,ϭϮϯ  ϭϱ,ϴϱϮ,ϱϱϴ  ϴϴ,ϱϱϱ,ϵϭϯ 
Loss before income taǆ  (ϭ,ϱϭϰ,Ϭϱϲ,ϲϴϴ)  (ϰϮ,Ϯϰϴ,ϲϵϰ)  (ϲϯ,ϰϭϲ,ϰϬϰ)  (ϭ,ϲϭϵ,ϳϮϭ,ϳϴϲ) 
Income taǆ eǆpense  (ϰ,ϵϭϬ,ϭϱϯ)  (ϭ,Ϭϭϴ,ϵϳϬ)  ʹ  (ϱ,ϵϮϵ,ϭϮϯ) 
Segment net loss   (Pсϭ,ϱϭϴ,ϵϲϲ,ϴϰϭ)  (Pсϰϯ,Ϯϲϳ,ϲϲϰ)  (Pсϲϯ,ϰϭϲ,ϰϬϰ)  (Pсϭ,ϲϮϱ,ϲϱϬ,ϵϬϵ) 

Segment assets  Pсϯ,ϮϬϬ,ϭϴϴ,ϯϮϯ  PсϮ,ϭϵϮ,ϲϱϮ,ϲϰϵ  PсϮ,Ϯϱϴ,ϴϵϮ,ϬϮϳ  Pсϳ,ϲϱϭ,ϳϯϮ,ϵϵϵ 

Segment liabilities  PсϵϴϮ,ϵϰϴ,ϲϯϯ  Pсϰ,ϳϲϯ,ϭϵϴ,Ϭϯϰ  Pсϯ,ϯϲϮ,ϭϭϲ,Ϯϰϲ  Pсϵ,ϭϬϴ,ϮϲϮ,ϵϭϯ 

Capital eǆpenditures  Pсʹ  PсϱϬ,Ϯϵϵ  Pсϭ,ϵϱϰ,ϯϰϳ  PсϮ,ϬϬϰ,ϲϰϲ 

Depreciation and 
amortiǌation  PсϮϴ,ϬϮϵ  Pсϭϱ,ϳϳϵ,ϳϮϵ  PсϮϱ,ϭϲϰ,ϲϲϭ  PсϰϬ,ϵϳϮ,ϰϭϵ 

 
  ϮϬϭϳ 
    Philippines  China   
  T<C  Treasure  �� Stronghold  Total 
Results of operations:         
  Reǀenues  Pсϯϱϭ,ϰϵϭ  Pсо  Pсϯϲϯ,Ϯϯϳ,ϴϱϮ  Pсϯϲϯ,ϱϴϵ,ϯϰϯ 
  Cost of goods sold  ϲϬϳ,ϭϳϬ  о  ϯϰϬ,ϲϯϯ,ϰϲϬ  ϯϰϭ,ϮϰϬ,ϲϯϬ 
'ross income (loss)  (Ϯϱϱ,ϲϳϵ)  о  ϮϮ,ϲϬϰ,ϯϵϮ  ϮϮ,ϯϰϴ,ϳϭϯ 
Operating eǆpenses  (Ϯϯϵ,ϴϱϵ,ϯϰϵ)  (ϲϲ,ϯϮϬ,ϮϱϬ)  (ϵϳ,ϯϬϯ,ϳϴϬ)  (ϰϬϯ,ϰϴϯ,ϯϳϵ) 
Interest eǆpense  (Ϯϭ,Ϭϰϵ,ϳϮϭ)  (ϭϯ,ϵϴϮ,Ϯϰϳ)  (Ϯϴ,ϴϲϳ,ϱϯϮ)  (ϲϯ,ϴϵϵ,ϱϬϬ) 
Impairment loss  (Ϯϭϰ,ϳϴϯ)  (ϲϴϯ,ϰϱϭ,Ϭϰϳ)  о  (ϲϴϯ,ϲϲϱ,ϴϯϬ) 
Interest income  ϰ,ϵϯϵ,ϲϯϭ  ϴ,ϵϲϵ  ϳϳ,ϱϭϴ  ϱ,ϬϮϲ,ϭϭϴ 
Other income (charges)  (Ϯϲ,ϱϬϳ,ϳϭϭ)  ϮϮ,ϭϬϱ,ϯϱϮ  ϭϵ,ϵϭϭ,ϲϲϴ  ϭϱ,ϱϬϵ,ϯϬϵ 
Loss before income taǆ  (ϮϴϮ,ϵϰϳ,ϲϭϮ)  (ϳϰϭ,ϲϯϵ,ϮϮϯ)  (ϴϯ,ϱϳϳ,ϳϯϰ)  (ϭ,ϭϬϴ,ϭϲϰ,ϱϲϵ) 
Income taǆ benefit  ϭ,ϴϳϲ,ϮϯϬ  ϲ,ϯϭϴ,ϱϱϱ  о  ϴ,ϭϵϰ,ϳϴϱ 
Segment net loss   (PсϮϴϭ,Ϭϳϭ,ϯϴϮ)  (Pсϳϯϱ,ϯϮϬ,ϲϲϴ)  (Pсϴϯ,ϱϳϳ,ϳϯϰ)  (Pсϭ,Ϭϵϵ,ϵϲϵ,ϳϴϰ) 

Segment assets  Pсϯ,ϭϵϬ,Ϯϭϲ,ϱϵϵ  PсϮ,Ϯϰϴ,ϴϭϱ,ϰϴϱ  PсϮ,ϯϬϯ,ϭϵϲ,ϴϬϮ  Pсϳ,ϳϰϮ,ϮϮϴ,ϴϴϲ 

Segment liabilities  Pсϵϱϰ,ϬϭϬ,Ϭϲϴ  Pсϰ,ϳϳϲ,Ϭϵϯ,ϮϬϲ  Pсϯ,ϭϲϵ,ϳϰϮ,ϵϲϱ  Pсϴ,ϴϵϵ,ϴϰϲ,Ϯϯϵ 

Capital eǆpenditures  Pсо  Pсϰϳ,ϱϬϬ  Pсϰϰϯ,ϭϴϲ  PсϰϵϬ,ϲϴϲ 

Depreciation and 
amortiǌation  PсϵϵϮ,Ϭϭϰ  Pсϭϱ,ϲϲϳ,ϬϲϬ  PсϮϯ,ϵϲϲ,ϯϰϯ  PсϰϬ,ϲϮϱ,ϰϭϳ 

 
The  folloǁing  are  the  reconciliations  of  the  segment  information  to  reported  amounts  in  the 
consolidated  statements  of  financial  position  and  consolidated  statements  of  comprehensiǀe 
income: 
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Reconciliation of Assets 
 

2019  ϮϬϭϴ 
Assets of all reportable segments   Pс7,410,313,82ϱ  Pсϳ,ϲϱϭ,ϱϴϮ,ϯϱϭ 
Intercompany eliminations   (3,048,98ϱ,927)  (ϯ,Ϭϲϯ,ϴϰϭ,ϯϳϰ) 
Assets of nonreportable segment  22,917  ϭϰϮ,Ϯϴϳ 
'roup assets   Pс4,361,3ϱ0,81ϱ  Pсϰ,ϱϴϳ,ϴϴϯ,Ϯϲϰ 

Reconciliation of Liabilities 
 

2019  ϮϬϭϴ 
Liabilities of all reportable segments  Pс9,041,ϱ69,ϱ0ϱ  Pсϵ,ϭϬϴ,ϮϲϮ,ϵϭϯ 
Intercompany eliminations   (4,906,614,44ϱ)  (ϰ,ϵϮϱ,ϱϮϭ,ϱϮϱ) 
Liabilities of nonreportable segment  3,449,88ϱ  ϯ,Ϯϯϰ,ϱϮϮ 
'roup liabilities   Pс4,138,404,94ϱ  Pсϰ,ϭϴϱ,ϵϳϱ,ϵϭϬ 

Reconciliation of Loss 
 

2019  ϮϬϭϴ  ϮϬϭϳ 
Net loss of all reportable segments  Pс20ϱ,787,780  Pсϭ,ϲϮϱ,ϴϬϭ,ϱϱϳ  Pсϭ,Ϭϵϵ,ϵϲϵ,ϳϴϰ 
Intercompany eliminations  4,0ϱ1,633  (ϭ,ϰϴϯ,ϭϭϳ,ϵϴϵ)  (Ϯϯϵ,ϵϴϭ,ϵϲϳ) 
Net loss of nonreportable segment  334,733  ϳϭϰ,ϭϯϭ  ϲϭϯ,ϴϵϰ 
'roup net loss   Pс210,174,146  Pсϭϰϯ,ϯϵϳ,ϲϵϵ  PсϴϲϬ,ϲϬϭ,ϳϭϭ 

The folloǁing information relate to geographical segments:  

Revenues from External Customers 
 

  2019  ϮϬϭϴ  ϮϬϭϳ 
China  Pсϱ66,764,ϱ89  Pсϳϯϲ,ϬϯϮ,ϬϬϳ  Pсϯϲϯ,Ϯϯϳ,ϴϱϮ 
Philippines  ʹ  ʹ  ϯϱϭ,ϰϵϭ 
  Pсϱ66,764,ϱ89  Pсϳϯϲ,ϬϯϮ,ϬϬϳ  Pсϯϲϯ,ϱϴϵ,ϯϰϯ 

The  reǀenues  are based on  reǀenues  generated  from the  respectiǀe  operations  in  the Philippines 
and China.  Reǀenues are deriǀed mainly from sale of steel products to eǆternal customers. 

Noncurrent Assets 
 

  2019  ϮϬϭϴ 
Philippines:     
  Property, plant and equipment  Pс1,692,707,863  Pсϭ,ϲϴϰ,ϳϭϵ,ϯϴϬ 
  Leasehold rights  18,706,667  ϮϬ,ϱϰϲ,ϲϲϳ 
  Others  18,979,769  ϭϬ,ϰϭϰ,ϯϮϭ 
  1,730,394,299  ϭ,ϳϭϱ,ϲϴϬ,ϯϲϴ 
     
(Forǁard)     
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  2019  ϮϬϭϴ 
China:     
  Property, plant and equipment  Pс1,ϱ8ϱ,106,6ϱ1  Pсϭ,ϲϴϬ,ϱϳϬ,Ϭϯϭ 
  Leasehold rights  184,484,478  ϮϬϭ,ϭϯϰ,ϳϰϯ 
  Others  ʹ  ϭϭ,ϴϬϯ,ϰϬϲ 
  1,769,ϱ91,129  ϭ,ϴϵϯ,ϱϬϴ,ϭϴϬ 
  Pс3,499,98ϱ,428  Pсϯ,ϲϬϵ,ϭϴϴ,ϱϰϴ 

The  financial  information  presented  aboǀe  is  consistent  ǁith  the  'roup’s  consolidated  financial 
statements. 

 
 
Ϯϵ. Financial Risk Management Obũectives and Policies 

The 'roup’s  principal  financial  instruments  consist  of  cash  and  cash  equiǀalents,  trade  and other 
receiǀables  (eǆcluding  adǀances  to  officers  and  employees),  refundable  deposits,  due  from/to 
related  parties,  trade  and  other  payables  (eǆcluding  statutory  liabilities),  lease  liability  and  loans 
payable. 

The 'roup’s  actiǀities eǆpose  it  to a  ǀariety of  financial  risks: market  risk,  credit  risk and  liquidity 
risk.  The 'roup’s �OD focuses on actiǀely securing the 'roup’s short to mediumͲterm cash floǁs by 
minimiǌing the eǆposure to financial markets.  

The 'roup does not actiǀely engage  in the trading of  financial assets  for speculatiǀe purposes nor 
does it ǁrite options. The financial risks to ǁhich the 'roup is eǆposed to are described as folloǁs. 

Market Risks 
The 'roup is eǆposed to market risks, primarily those related to foreign currency and interest rate 
risks.  Management actiǀely monitors these eǆposures, as folloǁs: 

Foreign Currency ZisŬ.  Foreign currency risk arises as a result of change in eǆchange rates betǁeen 
the  Philippine  Peso  and  foreign  currencies.    Any  change  ǁill  affect  the  'roup’s  foreign  
currencyͲdenominated accounts and transactions. 

Currently,  the 'roup’s  foreign currency  eǆposure coǀers operations  in PRC.   Any  fluctuation  in  the 
eǆchange rate betǁeen the P,P and the RM� ǁill impact the amount of its inǀestment and related 
accounts. 

The 'roup  regularly monitors  foreign eǆchange rates,  and any trends and changes.   Measures are 
adopted  to  protect  its  inǀestment  in  the  eǀent  there  ǁould  be  significant  fluctuations  in  the 
eǆchange rate. 

The 'roup’s financial monetary assets denominated in hS dollar (hSD) include cash in banks ǁhich 
comprised only Ϭ.ϭϭй and Ϭ.Ϭϰй of the total financial monetary assets as at December ϯϭ, ϮϬϭϵ and 
ϮϬϭϴ, respectiǀely.  Accordingly, eǆposure of the 'roup to hSD foreign currency risk is minimal. 
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The folloǁing table shoǁs the 'roup’s RM�Ͳdenominated monetary financial assets and liabilities 
and their Philippine Peso equiǀalent: 

 
      2019 
  P,P  RMB 
Financial Assets at Amortiǌed Cost:     
  Cash and cash equiǀalents  16,9ϱ9,68ϱ  2,338,87ϱ 
  Trade and other receiǀables  66,ϱ96,468  9,184,172 
  Total Financial Assets  83,ϱϱ6,1ϱ3  11,ϱ23,047 
Financial Liabilities at Amortiǌed Cost:     
  Trade and other payables  410,2ϱ2,614  ϱ6,493,101 
  Loans payable  4ϱ6,101,493  62,900,000 
  Total Financial Liabilities  866,3ϱ4,107  119,393,101 
Net Financial Liabilities  (782,797,9ϱ4)  (107,870,0ϱ4) 

 
      ϮϬϭϴ 
  P,P  RM� 
Financial Assets at Amortiǌed Cost:     
  Cash and cash equiǀalents  ϲϭ,Ϯϰϳ,ϯϰϱ  ϴ,ϬϮϱ,ϴϴϴ 
  Trade and other receiǀables  ϵϲ,Ϭϵϲ,Ϭϵϳ  ϭϮ,ϱϵϮ,ϰϴϮ 
  Total Financial Assets  ϭϱϳ,ϯϰϯ,ϰϰϮ  ϮϬ,ϲϭϴ,ϯϳϬ 
Financial Liabilities at Amortiǌed Cost:     
  Trade and other payables  ϰϱϱ,ϭϴϵ,ϱϯϬ  ϱϵ,ϲϰϴ,ϯϬϮ 
  Loans payable  ϱϬϮ,ϭϯϰ,ϱϭϯ  ϲϱ,ϴϬϬ,ϬϬϬ 
  Total Financial Liabilities  ϵϱϳ,ϯϮϰ,Ϭϰϯ  ϭϮϱ,ϰϰϴ,ϯϬϮ 
Net Financial Liabilities  (ϳϵϵ,ϵϴϬ,ϲϬϭ)  (ϭϬϰ,ϴϮϵ,ϵϯϮ) 

For  purposes  of  restating  the  outstanding  balances  of  the 'roup’s  foreign  currencyͲdenominated 
financial assets and  liabilities as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ,  the eǆchange  rate applied ǁere 
Pсϳ.Ϯϱ and Pсϳ.ϲϯ per RM�, respectiǀely. 
 
The  folloǁing  table  demonstrates  the  sensitiǀity  to  a  reasonably  possible  change  in  the  RM� 
eǆchange  rate, ǁith all other ǀariables held  constant, of  the 'roup’s  loss before  taǆ  for  the years 
ended December ϯϭ, ϮϬϭϵ and ϮϬϭϴ (due to changes in the fair ǀalue of financial assets).   There is 
no other impact on the 'roup’s equity other than those already affecting profit or loss.  

 

 
  Increase/Decrease 
  in Eǆchange Rate 

  Effect on Loss 
  before Income Taǆ 

December 31, 2019  +1.27й  (Pс9,941,ϱ34) 
  ‐1.27й  9,941,ϱ34 
December ϯϭ, ϮϬϭϴ  нϭ.ϴϳй  (ϵ,ϲϳϵ,ϳϲϱ) 
  Ͳϭ.ϴϳй  ϵ,ϲϳϵ,ϳϲϱ 

Interest  Zate ZisŬ.   The 'roup’s  eǆposure  to  interest  rate  risk  arises  from unfaǀorable  changes  in 
interest rates related primarily to outstanding debt obligations.  As at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, 
there  are  no  floating  rate  financial  assets  and  financial  liabilities.    Thus,  the  'roup  has  minimal 
eǆposure to interest rate risk since its financial assets and financial liabilities haǀe fiǆed interest rates 
and are usually shortͲterm.  
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The  'roup  does  not  haǀe  any  repricing  financial  assets  and  financial  liabilities  as  at 
December ϯϭ, ϮϬϭϵ and ϮϬϭϴ. 

 

Credit Risk 
The 'roup’s eǆposure to credit risk relates to the 'roup’s cash and cash equiǀalents (eǆcluding cash 
on  hand),  trade  and  other  receiǀables  (eǆcluding  adǀances  to  officers  and  employees),  due  from 
related parties and refundable deposits. 

An  impairment  analysis  on  trade  and  other  receiǀables  (eǆcluding  adǀances  to  officers  and 
employees)  is  performed  at  each  reporting  date  using  a  proǀision  matriǆ  to  measure  ECL.  
The proǀision rates are based on days past due and historical loss rates, ǁhich are then adũusted for 
forǁard looking estimates through the use of macroeconomic information. 

The  ECL  ǁere  measured  on  a  collectiǀe  basis  through  disaggregation  of  receiǀables  by  type  of 
debtors ǁith similar default risks and loss patterns. 
 
The  carrying  amount  of  financial  assets  at  amortiǌed  cost  recorded  in  the  consolidated  financial 
statements represents the 'roup’s maǆimum eǆposure to credit risk. 
 
The  tables beloǁ shoǁ  the  credit  risk  concentrations of  the 'roup’s  financial  assets  at  amortiǌed 
cost as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ.  The amounts are presented by credit risk rating grades and 
represent the gross carrying amounts of the financial assets. 
 
  December 31, 2019 
  Neither Past Due nor ImƉaired       

  ,igh Grade 
Standard 

Grade 
Substandard 

Grade 
Past Due but 
not ImƉaired 

Credit 
ImƉaired  Total 

Lifetime ECL ‐             
Trade and other receiǀablesΎΎ  Pсʹ  Pсʹ  Pсʹ  Pс67,303,348  Pс11,331,8ϱ6  Pс78,63ϱ,204 

12‐month ECL͗             
Cash and cash equiǀalentsΎ   21,092,800  ʹ  ʹ  ʹ  ʹ  21,092,800 
Trade receiǀables from 

related parties  ʹ  ʹ  ʹ  47,794,666  ʹ  47,794,666 
Due from related parties  ʹ  39,976,ϱ3ϱ  ʹ  ʹ  ʹ  39,976,ϱ3ϱ 
Refundable deposits  ʹ  2,926,363  ʹ  ʹ  ʹ  2,926,363 

  Pс21,092,800  Pс42,902,898  Pсʹ  Pс11ϱ,098,014  Pс11,331,8ϱ6  Pс190,42ϱ,ϱ68 
Ύ�xcluding cash on hand. 
ΎΎ�xcluding trade receivables from related parties and advances to officers and employees. 

 
  December ϯϭ, ϮϬϭϴ 
  Neither Past Due nor Impaired       

  ,igh 'rade 
Standard 

'rade 
Substandard 

'rade 
Past Due but 
not Impaired 

Credit  
Impaired  Total 

Lifetime ECL ‐             
Trade and other receiǀablesΎΎ  Pсʹ  Pсʹ  Pсʹ  PсϭϬϳ,ϵϲϴ,ϰϭϳ  Pсʹ  PсϭϬϳ,ϵϲϴ,ϰϭϳ 

12‐month ECL͗             
Cash and cash equiǀalentsΎ   ϲϰ,ϴϴϮ,ϲϴϱ  ʹ  ʹ  ʹ  ʹ  ϲϰ,ϴϴϮ,ϲϴϱ 
Trade receiǀables from 

related parties  ʹ  ʹ  ʹ  ϰϳ,ϳϵϰ,ϲϲϲ  ʹ  ϰϳ,ϳϵϰ,ϲϲϲ 
Due from related parties  ʹ  ϯϵ,ϵϳϲ,ϱϯϱ  ʹ  ʹ  ʹ  ϯϵ,ϵϳϲ,ϱϯϱ 
Refundable deposits  ʹ  ϭ,ϵϴϳ,ϭϬϱ  ʹ  ʹ  ʹ  ϭ,ϵϴϳ,ϭϬϱ 

  Pсϲϰ,ϴϴϮ,ϲϴϱ  Pсϰϭ,ϵϲϯ,ϲϰϬ  Pсʹ  Pсϭϱϱ,ϳϲϯ,Ϭϴϯ  Pсʹ  PсϮϲϮ,ϲϬϵ,ϰϬϴ 
Ύ�xcluding cash on hand. 
ΎΎ�xcluding trade receivables from related parties and advances to officers and employees. 
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The  'roup’s  financial  assets  are  categoriǌed  by  credit  risk  rating  grades  based  on  the  'roup’s 
collection eǆperience ǁith the counterparties as folloǁs: 

x ,igh 'rade Ͳ settlements are obtained from counterparty folloǁing the terms of the contracts 
ǁithout much collection effort. 

x Standard 'rade Ͳ other financial assets not belonging to high grade financial assets and are not 
past due are included in this category. 

x Past Due Ͳ ǁith history of frequent default neǀertheless the amount due are still collectible. 

x Credit  impaired  Ͳ  long  outstanding  or  those  that  haǀe  been  proǀided  ǁith  an  alloǁance  for 
impairment 

LiƋuidity Risk 
Liquidity risk is the risk that the 'roup ǁill encounter difficulty in meeting financial obligations due 
to shortage of funds.   The 'roup’s eǆposure to  liquidity risk arises primarily from mismatch of the 
maturities of financial assets and financial liabilities.  The 'roup’s obũectiǀes to manage its liquidity 
profile are: (a) to ensure that adequate funding is aǀailable at all times͖ (b) to meet commitments as 
they arise ǁithout incurring unnecessary costs͖ (c) to be able to access funding ǁhen needed at the 
least possible cost͖ and (d) to maintain an adequate time spread in refinancing maturities. 

The  table  beloǁ  shoǁs  the  maturity  profile  of  the  'roup’s  financial  liabilities  as  at 
December ϯϭ, ϮϬϭϵ and ϮϬϭϴ based on contractual undiscounted payments: 

 
  2019 
  On Demand  UƉ to 1 Month  1 to 3 Months  3 to 6 Months  6 to 12 Months  Total 
Financial Liabilities at Amortized 
Cost͗             

Trade and other payablesΎ  Pс98ϱ,46ϱ,961  Pсʹ  Pсʹ  Pсʹ  Pсʹ  Pс98ϱ,46ϱ,961 
Loans payableΎΎ  ʹ  ʹ  ϱ,921,869  842,7ϱ8,117  ʹ  848,679,986 
Lease liabilitiesΎΎΎ  ʹ  ʹ  ʹ  4,044,000  16,842,698  20,886,698 
Due to related parties  2,2ϱϱ,4ϱ0,194  ʹ  ʹ  ʹ  ʹ  2,2ϱϱ,4ϱ0,194 

  Pс3,240,916,1ϱϱ  Pсʹ  Pсϱ,921,869  Pс846,802,117  Pс16,842,698  Pс4,110,482,839 
Ύ�xcluding nonfinancial liabilities. 
ΎΎIncludes future interest payments. 
ΎΎΎInclude nominal interest 

   
  ϮϬϭϴ 
  On Demand  hp to ϭ Month  ϭ to ϯ Months  ϯ to ϲ Months  ϲ to ϭϮ Months  Total 
Financial Liabilities at Amortized 
Cost͗             

Trade and other payablesΎ  Pсϭ,ϬϬϯ,ϯϭϰ,ϳϱϭ  Pсʹ  Pсʹ  Pсʹ  Pсʹ  Pсϭ,ϬϬϯ,ϯϭϰ,ϳϱϭ 
Loans payableΎΎ  ʹ  ʹ  ϭϵϵ,ϴϵϮ,ϯϲϭ  ϴϰϵ,ϴϲϬ,ϭϮϭ  ʹ  ϭ,Ϭϰϵ,ϳϱϮ,ϰϴϮ 
Due to related parties  Ϯ,Ϭϴϳ,Ϭϯϭ,ϰϴϳ  ʹ  ʹ  ʹ  ʹ  Ϯ,Ϭϴϳ,Ϭϯϭ,ϰϴϳ 

  Pсϯ,ϬϵϬ,ϯϰϲ,Ϯϯϴ  Pсʹ  Pсϭϵϵ,ϴϵϮ,ϯϲϭ  Pсϴϰϵ,ϴϲϬ,ϭϮϭ  Pсʹ  Pсϰ,ϭϰϬ,Ϭϵϴ,ϳϮϬ 
Ύ�xcluding nonfinancial liabilities. 
ΎΎIncluding future interest payments. 
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ϯϬ. Fair salue Measurement 
 
The folloǁing table presents the carrying amounts and fair ǀalues of the 'roup’s financial assets and 
liabilities at amortiǌed cost: 

 
  2019  ϮϬϭϴ 
  Carrying Amount  Fair salue  Carrying Amount  Fair salue 
Asset for which fair values are 

disclosed ‐         
Refundable deposits   Pс2,229,2ϱ8   Pс1,993,027  Pсϭ,ϮϲϬ,ϬϬϬ  Pсϴϰϳ,ϭϯϮ 

Zefundable Deposits.  The fair ǀalue of refundable deposit using leǀel Ϯ ǁas determined as the sum 
of all future cash floǁs, discounted using the preǀailing market rates of interest for instruments ǁith 
similar maturities.  The discount rates used are ϰ.Ϯй and ϳ.Ϭй in ϮϬϭϵ and ϮϬϭϴ, respectiǀely. 

 
The carrying amounts of the folloǁing financial assets and liabilities of the 'roup approǆimate their 
fair ǀalues as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ due to the shortͲterm nature of these transactions: 
 

  2019  ϮϬϭϴ 
Financial Assets at Amortized Cost     
Cash and cash equiǀalents  Pс21,247,687  Pсϲϰ,ϵϰϭ,ϱϱϲ 
Trade and other receiǀablesΎ  11ϱ,098,014  ϭϱϱ,ϳϲϯ,Ϭϴϯ 
Due from related parties  39,976,ϱ3ϱ  ϯϵ,ϵϳϲ,ϱϯϱ 
  Pс176,322,236  PсϮϲϬ,ϲϴϭ,ϭϳϰ 
     
Financial Liabilities at Amortized Cost     
Trade and other payablesΎΎ  Pс98ϱ,46ϱ,961  Pсϭ,ϬϬϯ,ϯϭϰ,ϳϱϭ 
Loans payable  824,992,ϱ11  ϭ,Ϭϯϭ,ϬϮϱ,ϱϯϭ 
Lease liabilities   19,719,048  ʹ 
Due to related parties  2,2ϱϱ,4ϱ0,194  Ϯ,Ϭϴϳ,Ϭϯϭ,ϰϴϳ 
  Pс4,08ϱ,627,714  Pсϰ,ϭϮϭ,ϯϳϭ,ϳϲϵ 
Ύ�xcluding nonfinancial receivables. 
ΎΎ�xcluding nonfinancial liabilities.     

Cash and Cash �Ƌuivalents, Trade and Kther Zeceivables, Due from Zelated Parties, Trade and Kther 
Payables, >oans Payable, and Due to Zelated Parties.  Due to the shortͲterm nature of transactions, 
the  fair  ǀalues  of  these  financial  assets  and  liabilities  approǆimate  their  carrying  amounts  at  the 
reporting date. 

>ease >iabilities. The carrying amount of lease liabilities approǆimate its fair ǀalue because the initial 
recognition  of  lease  liability  is  based  on  the  discounted  ǀalue  of  lease  rentals  and  eǆpected 
payments at  the end of  the  lease ǁhich  is not significantly different  from the discounted ǀalue of 
lease rentals as at yearͲend. 

 
 
ϯϭ. CaƉital Management 

 
The primary obũectiǀe of the 'roup’s capital management is to ensure that it maintains a strong and 
healthy  financial  position  to  support  its  current  business  operations  and  maǆimiǌe  shareholder 
ǀalue. 



Ͳ ϱϱ Ͳ 
 
 

 

The 'roup manages  its  capital  structure and makes adũustments  to  it, ǁhen  there are  changes  in 
economic  conditions.    To  maintain  or  adũust  the  capital  structure,  the  'roup  may  adũust  its 
borroǁings or raise capital.  No changes ǁere made in the obũectiǀes, policies or processes in ϮϬϭϵ 
and ϮϬϭϴ. 

The  'roup  is  committed  to  maintain  adequate  capital  at  all  times  to  meet  shareholdersΖ 
eǆpectations, ǁithstand adǀerse business conditions and take adǀantage of business opportunities. 

The 'roup  regularly monitors  its  capital position and assesses  business  conditions  to  ensure early 
detection  and  determination  of  risks,  and  its  consequent  adǀerse  impact.    The  'roup  adopts 
measures, as is deemed necessary and appropriate, to mitigate risks. 

The 'roup ǁill access the capital market ǁhen it  is considered necessary.  As the 'roup sustains its 
business, it ǁill retain sufficient fleǆibility to raise capital to support neǁ business opportunities and 
ǁill be prudent in its capital management. 

The 'roup considers the folloǁing as capital employed: 
 

2019  ϮϬϭϴ 
Capital stock  Pс940,000,000  PсϵϰϬ,ϬϬϬ,ϬϬϬ 
Additional paidͲin capital  1,983,047,906  ϭ,ϵϴϯ,Ϭϰϳ,ϵϬϲ 
Deposits for future subscription  1,ϱ00,000,000  ϭ,ϱϬϬ,ϬϬϬ,ϬϬϬ 

Pс4,423,047,906  Pсϰ,ϰϮϯ,Ϭϰϳ,ϵϬϲ 
 
 

ϯϮ. Events After the ReƉorting Period 
 
In  ϮϬϮϬ,  the  COsIDͲϭϵ  outbreak  ǁas  declared  to  be  a  global  pandemic  by  the  torld  ,ealth 
Organiǌation causing seǀeral goǀernments to declare a state of public health emergency folloǁed by 
the  implementation of mandated  lockdoǁn all oǀer different countries  resulting  in a sloǁdoǁn  in 
the economy.  
 
Management has determined that such eǀent has no impact on the 'roup’s consolidated financial 
statements  as  at  and  for  the  year  ended  December  ϯϭ,  ϮϬϭϵ.  thile  the  financial  impact  is 
considered a nonͲadũusting subsequent eǀent as at December ϯϭ, ϮϬϭϵ,  the effect on the 'roup’s 
operations  and  financial  performance  for  ϮϬϮϬ,  hoǁeǀer,  cannot  be  reasonably  determined  as  at 
our report date. The 'roup continues to monitor the situation closely and may implement further 
measures  to  proǀide  additional  financial  fleǆibility  and  improǀe  the  'roupΖs  cash  position  and 
liquidity.  
 
Nonetheless,  the 'roup belieǀes that  it can remain a going concern giǀen  its access to shortͲterm 
and longͲterm funding. 



Reyes Tacandong & Co. is a member of the RSM network. Each member of the RSM network is an independent accounting and consulting firm, and practices in its own right. The RSM network is 
not itself a separate legal entity of any description in any jurisdiction. 

 
 
 
 

INDEPENDENT AUDITORS͛ REPORT ON  
COMPONENTS OF FINANCIAL SOUNDNESS INDICATORS 

 
 
The Stockholders and the �oard of Directors 
T<C Metals Corporation 
hnit �ϭͲA/C, Ϯnd Floor 
�uilding �, <arriǀin Plaǌa 
Ϯϯϭϲ Chino Roces Aǀenue Eǆtension 
Makati City 
 
 
te haǀe audited in accordance ǁith Philippines Standards on Auditing, the accompanying consolidated 
financial  statements  of  T<C  Metals  Corporation  (the  Company)  and  Subsidiaries  (the  'roup)  as  at 
December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, and for the years ended December ϯϭ, ϮϬϭϵ, ϮϬϭϴ and ϮϬϭϳ, and haǀe 
issued our report dated August ϭϴ, ϮϬϮϬ.  Our audits ǁere made for the purpose of forming an opinion 
on  the  basic  consolidated  financial  statements  taken  as  a  ǁhole.  The  Supplementary  Schedule  on 
Financial  Soundness  Indicators,  including  their  definitions,  formulas,  calculation,  and  their 
appropriateness or usefulness to the intended users, are the responsibility of the 'roup’s management. 
These financial soundness indicators are not measures of operating performance defined by Philippine 
Financial Reporting Standards (PFRS) and may not be comparable to similarly titled measures presented 
by other companies. This schedule  is presented for purposes of complying ǁith the Reǀised Securities 
Regulation Code Rule ϲϴ issued by the Securities and Eǆchange Commission, and is not a required part 
of  the basic  consolidated  financial  statements prepared  in accordance ǁith PFRS.  The  components of 
these financial soundness indicators haǀe been traced to the 'roup’s consolidated financial statements 
as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, and for the years ended December ϯϭ, ϮϬϭϵ, ϮϬϭϴ, and ϮϬϭϳ and no 
material eǆceptions ǁere noted. 
 
 
REzES TACANDONG Θ CO. 
 
 
 
ART,hR sINSON h. ON' 
Partner 
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TKC METALS CORPORATION AND SUBSIDIARIES 
SUPPLEMENTARz SC,EDULE OF FINANCIAL SOUNDNESS INDICATORS 

DECEMBER 31, 2019, 2018 AND 2017 
 
 
 
�eloǁ is a schedule shoǁing financial soundness indicators of the 'roup for the years ϮϬϭϵ, ϮϬϭϴ and 
ϮϬϭϳ. 
 
 
  2019  ϮϬϭϴ  ϮϬϭϳ 

CURRENT/LIYUIDITz RATIO       
Current assets  Pс861,36ϱ,387  Pсϵϴϭ,ϰϭϯ,ϯϮϰ  Pсϭ,ϬϯϮ,ϳϱϲ,ϭϮϰ 
Current liabilities  4,100,237,121  ϰ,ϭϲϭ,ϴϰϬ,ϯϵϮ  ϱ,ϱϲϯ,ϳϯϵ,ϯϮϵ 
Current Ratio  0.21͗1  Ϭ.Ϯϰ:ϭ  Ϭ.ϭϵ:ϭ 

SOLsENCz RATIO       
Net loss before depreciation and amortiǌation  (Pс172,710,381)  (Pсϵϲ,ϰϱϵ,ϱϭϴ)  (PсϴϮϲ,Ϯϰϱ,ϮϱϬ) 
Total liabilities  4,138,404,94ϱ  ϰ,ϭϴϱ,ϵϳϱ,ϵϭϬ  ϱ,ϱϴϲ,ϳϯϬ,ϵϮϰ 
Solvency Ratio  (0.04)͗1  (Ϭ.ϬϮ):ϭ  (Ϭ.ϭϱ):ϭ 

DEBT‐TO‐EYUITz RATIO       
Total liabilities  Pс4,138,404,94ϱ  Pсϰ,ϭϴϱ,ϵϳϱ,ϵϭϬ  Pсϱ,ϱϴϲ,ϳϯϬ,ϵϮϰ 
Total equity (capital deficiency)  222,94ϱ,870  ϰϬϭ,ϵϬϳ,ϯϱϰ  (ϴϵϴ,ϳϮϯ,ϭϭϯ) 
Debt‐to‐EƋuity Ratio  18.ϱ6͗1  ϭϬ.ϰϮ:ϭ  (ϲ.ϮϮ):ϭ 

ASSET‐TO‐EYUITz RATIO       
Total assets  Pс4,361,3ϱ0,81ϱ  Pсϰ,ϱϴϳ,ϴϴϯ,Ϯϲϰ  Pсϰ,ϲϴϴ,ϬϬϳ,ϴϭϭ 
Total equity (capital deficiency)  222,94ϱ,870  ϰϬϭ,ϵϬϳ,ϯϱϰ  (ϴϵϴ,ϳϮϯ,ϭϭϯ) 
Asset‐to‐EƋuity Ratio  19.ϱ6͗1  ϭϭ.ϰϮ:ϭ  (ϱ.ϮϮ):ϭ 

INTEREST‐COsERAGE RATIO       
Loss before interest and taǆes  (Pс140,046,116)  (Pсϳϴ,ϵϱϯ,ϰϳϮ)  (PсϴϬϮ,ϵϳϭ,ϭϲϳ) 
Interest eǆpense  68,461,689  ϲϯ,ϰϮϱ,Ϯϱϳ  ϲϯ,ϴϵϵ,ϱϬϬ 
Interest‐Coverage Ratio  (2.0ϱ)͗1  (ϭ.Ϯϰ):ϭ  (ϭϮ.ϱϳ):ϭ 

PROFITABILITz RATIO       
Net loss  (Pс210,174,146)  (Pсϭϰϯ,ϯϵϳ,ϲϵϵ)  (PсϴϲϬ,ϲϬϭ,ϳϭϭ) 
Aǀerage equity  312,426,612  (Ϯϰϴ,ϰϬϳ,ϴϴϬ)  (ϱϯϰ,ϱϮϯ,ϰϬϬ) 
Return on EƋuity  (0.67)͗1  Ϭ.ϱϴ:ϭ  ϭ.ϲϭ:ϭ 
 



Reyes Tacandong & Co. is a member of the RSM network. Each member of the RSM network is an independent accounting and consulting firm, and practices in its own right. The RSM network is 
not itself a separate legal entity of any description in any jurisdiction. 

 
 
 
 

REPORT OF INDEPENDENT AUDITORS 
ON SUPPLEMENTARz SC,EDULES 

 
 
The Stockholders and the �oard of Directors 
T<C Metals Corporation 
hnit �ϭͲA/C, Ϯnd Floor 
�uilding �, <arriǀin Plaǌa 
Ϯϯϭϲ Chino Roces Aǀenue Eǆtension 
Makati City 
 

te haǀe audited  in  accordance ǁith Philippine  Standards on Auditing,  the  consolidated  financial  statements of 
T<C Metals Corporation (the Company) and Subsidiaries (the 'roup) as at December ϯϭ, ϮϬϭϵ and ϮϬϭϴ, and for 
the  years  ended  December ϯϭ,  ϮϬϭϵ,  ϮϬϭϴ  and  ϮϬϭϳ  and  haǀe  issued  our  report  thereon  dated 
August  ϭϴ,  ϮϬϮϬ.    Our  audits  ǁere made  for  the  purpose  of  forming  an  opinion  on  the  consolidated  financial 
statements taken as a ǁhole.   The accompanying Supplementary Schedules for submission to the Securities and 
Eǆchange Commission are the responsibility of the 'roup’s management. These supplementary schedules include 
the folloǁing: 

x Schedule  of  Reconciliation  of  Retained  Earnings  Aǀailable  for  Diǀidend  Declaration  as  at  
December ϯϭ, ϮϬϭϵ 

x Schedules  Required  by  Anneǆ  ϲϴͲE  of  Reǀised  Securities  Regulation  Code  Rule  ϲϴ,  as  at  
December ϯϭ, ϮϬϭϵ 

x Map of Conglomerate as at December ϯϭ, ϮϬϭϵ 

The  supplementary  schedules are presented  for purposes of  complying ǁith Reǀised Securities Regulation Code 
Rule ϲϴ, and are not part of the basic consolidated financial statements.  The supplementary schedules haǀe been 
subũected to the auditing procedures applied in the audit of the basic consolidated financial statements and in our 
opinion, fairly state, in all material respects, the financial data required to be set forth therein in relation to the 
basic consolidated financial statements taken as a ǁhole. 
 
REzES TACANDONG Θ CO. 
 
 
 
ART,hR sINSON h. ON' 
Partner 
CPA Certificate No. ϭϮϬϳϰϱ 
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salid until May ϲ, ϮϬϮϮ 
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  salid until :uly ϭ, ϮϬϮϯ 
PTR No. ϴϭϭϲϰϴϱ 
  Issued :anuary ϲ, ϮϬϮϬ, Makati City 
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TKC METALS CORPORATION 
SUPPLEMENTARz SC,EDULE OF RECONCILIATION OF RETAINED EARNINGS 

AsAILABLE FOR DIsIDEND DECLARATION 
DECEMBER 31, 2019 

 
 
 
     
hnappropriated retained earnings (deficit), beginning    (PсϮ,ϮϬϲ,ϯϬϱ,Ϭϲϯ) 
Adũustments:     

Accretion of interest on longͲterm loan receiǀable    (ϱ,ϰϮϴ,Ϭϱϴ) 
hnrealiǌed foreign eǆchange gain (eǆcept those  

attributable to cash and cash equiǀalents)    (ϭϲ,ϯϲϰ,ϭϬϲ) 
hnappropriated retained earnings (deficit), as adũusted, beginning    (Ϯ,ϮϮϴ,Ϭϵϳ,ϮϮϳ) 
Net loss based on the face of separate audited financial statements    (ϱϱ,ϯϬϲ,Ϯϭϯ) 
Less: NonͲactual/unrealiǌed income net of taǆ       

hnrealiǌed foreign eǆchange loss Ͳ net (eǆcept those 
  attributable to cash and cash equiǀalents)    ϭϮ,ϭϯϳ,ϲϲϱ 
Accretion of interest on longͲterm loan receiǀable    (ϱ,ϱϲϰ,Ϭϰϰ) 

Net loss actually earned/realiǌed during the year    (ϰϴ,ϳϯϮ,ϱϵϮ) 
hnappropriated retained earnings (deficit), as adũusted, ending    (PсϮ,Ϯϳϲ,ϴϮϵ,ϴϭϵ) 
 
 
   



 

 

TKC METALS CORPORATION AND SUBSIDIARIES 
SUPPLEMENTARz SC,EDULES AS REYUIRED Bz PART II of REsISED SRC RULE 68  

DECEMBER 31, 2019 
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Schedule    Description    Page 

A    Financial AssetsΎ    N/A 

�    Amounts Receiǀable from Directors, Officers, Employees, Related Parties and Principal 
Stockholders (Other than Related Parties)ΎΎ 

 
N/A 

C    Amounts Receiǀable from Related Parties ǁhich are Eliminated During the Consolidation of 
the Financial Statements 

 
ϭ 

D    Intangible Assets Ͳ Other Assets    Ϯ 

E    LongͲTerm DebtΎΎΎ    N/A 

F    Indebtedness to Related PartiesΎΎΎΎ    N/A 

'    'uarantees of Securities of Other IssuersΎΎΎΎΎ    N/A 

,    Capital Stock    ϯ 
 

ΎThe 'roup’s eƋuity investment designated at fair value through other comprehensive income does not exceed five 
percent (ϱй) of the total current assets.   There are no financial assets measured at fair value through profit or 
loss, fair value though other comprehensive income and held‐to‐maturity investments. 

ΎΎThere are no amounts to whom the aggregate  indebtedness  is Pсϭ00,000 or ϭй of total assets.  In addition, the 
advances were made to the employees to carry out the ordinary course of business. 

ΎΎΎIndebtedness to related parties are classified as current. 
ΎΎΎΎ Total indebtedness to related parties does not exceed five percent (ϱй) of total assets. 
ΎΎΎΎΎ No guarantees of securities of other issuers. 
 
 
 
 
 

 
 



 

 

TKC METALS CORPORATION AND SUBSIDIARIES 
SC,EDULE C ‐ AMOUNTS RECEIsABLE FROM RELATED PARTIES W,IC, ARE ELIMINATED DURING T,E CONSOLIDATION OF T,E FINANCIAL STATEMENTS 

DECEMBER 31, 2019 
 
 
 

      �ĞĚƵĐƚŝŽŶƐ    EŶĚŝŶŐ �ĂůĂŶĐĞ   

NĂŵĞ ĂŶĚ ĚĞƐŝŐŶĂƚŝŽŶ ŽĨ ĚĞďƚŽƌ 
�ĂůĂŶĐĞ Ăƚ 

ďĞŐŝŶŶŶŝŶŐ ŽĨ 
ǇĞĂƌ 

�ĚĚŝƚŝŽŶƐ  �ŵŽƵŶƚƐ 
ĐŽůůĞĐƚĞĚ 

�ŵŽƵŶƚƐ 
ǁƌŝƚƚĞŶ ŽĨĨ 

OƚŚĞƌ ĐŚĂŶŐĞƐ 
�ĚĚŝƚŝŽŶƐ 

;�ĞĚƵĐƚŝŽŶƐͿ 
�ƵƌƌĞŶƚ  NŽƚ ĐƵƌƌĞŶƚ  �ĂůĂŶĐĞ Ăƚ ĞŶĚ 

ŽĨ ǇĞĂƌ 

Amounts Due from Related Parties͗                 
                 
Treasure Steelǁorks Corporation ʹ 

Subsidiary 
       

 
     

  Trade receiǀables  PсϮ,ϭϳϲ,ϲϳϬ  Pсо  Pсо  Pсо  Pсʹ  PсϮ,ϭϳϲ,ϲϳϬ  Pсо  PсϮ,ϭϳϲ,ϲϳϬ 
  Due from related parties  Ϯ,ϱϬϰ,ϵϴϭ,Ϯϰϰ  о  о  о  ʹ  Ϯ,ϱϬϰ,ϵϴϭ,Ϯϰϰ  о  Ϯ,ϱϬϰ,ϵϴϭ,Ϯϰϰ 
                 
�illions Steel International Limited ʹ 

Subsidiary                 
  Due from related parties 

(including longͲterm loan 
receiǀable)  ϯϮϯ,ϬϮϱ,ϴϭϳ  о  ϴ,ϲϵϬ,ϳϯϴ  о  (ϲ,ϱϳϯ,ϲϮϭ)Ύ  ϭϳϯ,ϰϵϳ,ϯϲϳ  ϭϯϰ,Ϯϲϰ,Ϭϵϭ  ϯϬϳ,ϳϲϭ,ϰϱϴ 

                 
Campanilla Mineral Resources, Inc. ʹ 

Subsidiary 
       

 
 

 
 

Due from related parties  ϭ,ϴϵϬ,ϱϮϵ  о  о  о  ʹ  ϭ,ϴϵϬ,ϱϮϵ  о  ϭ,ϴϵϬ,ϱϮϵ 
  PсϮ,ϴϯϮ,Ϭϳϰ,ϮϲϬ  Pсо  Pсϴ,ϲϵϬ,ϳϯϴ  Pсо   (Pсϲ,ϱϳϯ,ϲϮϭ)  PсϮ,ϲϴϮ,ϱϰϱ,ϴϭϬ  Pсϭϯϰ,Ϯϲϰ,Ϭϵϭ  PсϮ,ϴϭϲ,ϴϬϵ,ϵϬϭ 
ΎPertains to net effect of unearned interest income and unrealiǌed loss arising from loan restructuring.   
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      �ĞĚƵĐƚŝŽŶ   

�ĞƐĐƌŝƉƚŝŽŶ  �ĞŐŝŶŶŝŶŐ ďĂůĂŶĐĞ  �ĚĚŝƚŝŽŶƐ Ăƚ ĐŽƐƚ  �ŚĂƌŐĞĚ ƚŽ ĐŽƐƚ 
ĂŶĚ ĞǆƉĞŶƐĞƐ 

�ŚĂƌŐĞĚ ƚŽ ŽƚŚĞƌ 
ĂĐĐŽƵŶƚƐ  OƚŚĞƌ ĐŚĂŶŐĞƐ  EŶĚŝŶŐ ďĂůĂŶĐĞ 

             
Leasehold Rights  PсϮϮϭ,ϲϴϭ,ϰϭϬ  Pсʹ  (Pсϲ,ϯϰϴ,ϮϳϬ)  Pсʹ  (PсϭϮ,ϭϰϭ,ϵϵϱ)Ύ  PсϮϬϯ,ϭϵϭ,ϭϰϱ 
             
ΎPertains to eǆchange realignment arising from the translation of leasehold rights in Renminbi to Philippine peso. 
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        NƵŵďĞƌ ŽĨ ƐŚĂƌĞƐ ŚĞůĚ ďǇ 

TŝƚůĞ ŽĨ /ƐƐƵĞ  NƵŵďĞƌ ŽĨ ƐŚĂƌĞƐ 
ĂƵƚŚŽƌŝǌĞĚ 

NƵŵďĞƌ ŽĨ ƐŚĂƌĞƐ ŝƐƐƵĞĚ 
ĂŶĚ ŽƵƚƐƚĂŶĚŝŶŐ ĂƐ ƐŚŽǁŶ 

ƵŶĚĞƌ ƚŚĞ ƌĞůĂƚĞĚ 
ƐƚĂƚĞŵĞŶƚ ŽĨ ĨŝŶĂŶĐŝĂů 

ƉŽƐŝƚŝŽŶ ĐĂƉƚŝŽŶ 

NƵŵďĞƌ ŽĨ ƐŚĂƌĞƐ 
ƌĞƐĞƌǀĞĚ ĨŽƌ 

ŽƉƚŝŽŶƐ͕ǁĂƌƌĂŶƚƐ͕ 
ĐŽŶǀĞƌƐŝŽŶ ĂŶĚ ŽƚŚĞƌ 

ƌŝŐŚƚƐ 

ZĞůĂƚĞĚ ƉĂƌƚŝĞƐ 
�ŝƌĞĐƚŽƌƐ͕ 
ŽĨĨŝĐĞƌƐ ĂŶĚ 
ĞŵƉůŽǇĞĞƐ 

OƚŚĞƌƐ 

             
Common stock Ͳ Pсϭ par ǀalue  ϭ,ϬϬϬ,ϬϬϬ,ϬϬϬ  ϵϰϬ,ϬϬϬ,ϬϬϬ  ʹ  ϲϲϳ,ϬϬϬ,ϱϵϴ  ϭϭ  ϮϳϮ,ϵϵϵ,ϯϵϭ 
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GENERAL INFORMATION 
 
Contextual Information 

COMPANY DETAILS 

Name of the Organization: TKC Metals Corporation 

Location of Headquarters: Unit 201, 2nd Floor 
W Tower Condominium 
39th Street, Bonifacio Global City 
Taguig City  1630  Philippines 

Location of Operations TKC Metals Corporation, through its subsidiaries 
included in this report, operates in multiple locations: 
 
 Treasure Steelworks Corporation (TSC) operates in 
Iligan City, Lanao Del Norte, Philippines; and 
 

 Zhangahou Stronghold Steel Works Co. Ltd. (ZZS) 
operates in Zhangzhou Development Zone, 
Zhangzhou, Fujian Province, China. 

Report Boundary: 
Legal Entities (e.g. Subsidiaries) included in this Report 

This Sustainability Report covers the holding company, 
TKC Metals Corporation, as well as the following 
subsidiaries: 
 

  
Treasure Steelworks Corporation (TSC); and 

 

  
Zhangzhou Stronghold Steel Works Co. Ltd. (ZZS) 

Business Model, including Primary 
Activities, Brands, Products, and 
Services: 

TKC Metals Corporation is publicly listed company in 
the Philippine Stock Exchange (PSE) as an operating 
and holding company engaged in the manufacturing 
and distribution of various steel and metal products.  
Operationally, TKC undertakes the exclusive marketing 
and sales of billets manufactured by its 
subsidiary, Treasure Steelworks Corporation (TSC) in 
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COMPANY DETAILS 

its billet facility in Lanao del Norte, in the southern 
Philippine region.  It also has an effective controlling 
equity interest in Zhangzhou Stronghold Steel Works 
Co. Ltd (ZZS), a company incorporated and based in 
Zhangzhou, Fujian Province, China, which 
manufactures and distributes various steel pipe 
products in China and other export markets. 
 
Treasure Steelworks Corporation (TSC) operates a 
billet - making plant and a blast furnace facility within 
a 20 - hectare complex, located in Iligan City, in the 
Southern Philippines Province of Lanao Del Norte.  
Once owned by the former National Steel Corporation, 
it is the largest billet plant in the Philippines in terms 
of installed rated capacity.  It has a production 
capacity of 300,000 metric tons per annum.  Currently, 
the production facility is under shutdown operations. 
 
Zhangzhou Stronghold Steel Works Co. Ltd (ZZS) is a 
majority – owned and controlled subsidiary of TKC 
Metals Corporation.  The company was established on 
June 13, 2005 with a registered capital of 40 million 
U.S. dollars.  ZZS the first steel pipe producer in the 
Fujian Province of southern China.  It manufactures 
Electric Resistance Welded (ERW) and spiral welded 
pipes for general construction and water transmission, 
and prospectively, seamless pipes for the oil and gas 
development industry.  ZZS currently has an annual 
production of 40,000 tons of PE-coated spiral welded 
pipes and ERW pipes. These steel pipes are used in 
coal gas, liquid transport and structural applications, 
such as ports, shipyards, roads and bridges.  ZZS is 
strategically located in a special economic zone, 
enjoying a logistical advantage and access to both 
domestic and export markets. 

Reporting Period: Calendar Year 2019 
(01 January 2019 – 31 December 2019) 

Highest Ranking Person Responsible 
for this Report: 

Mr. Domingo S. Benitez Jr. 
President & Chief Operating Officer (COO) 
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Materiality Process 

Explain how you applied the materiality principle (or the materiality process) in identifying 
your material topics.* 
*See GRI 102 – 46 (2016) for more guidance. 

 
In preparing its first Sustainability Report, TKC Metals Corporation (TKC Metals) made reference 
to the Global Reporting Initiative (GRI) Standards, as well as the Securities and Exchange 
Commission (SEC) Memorandum Circular No. 4, Series of 2019. 
 
TKC Metals adopted the subsequent approach to identify material topics: 
 

 
Figure 1 TKC Metals Materiality Assessment Approach 

 
 
TKC Metals has identified and prioritized the following Core Drivers for the Company and its 
Stakeholders as duly reflected in its Sustainability Framework based on the Materiality 
Assessment: 
 

  
     Figure 2 TKC Metals Sustainability Framework 

Employee 
Welfare 

Employee Hiring & Benefits 
Employee Training & Development 
Labor Standards & Human Rights 

Investment 
Management 

Direct Economic Value Generated 
Direct Economic Value Distributed 

Good 
Governance 

Training on Anti – Corruption Policies & 
Practices 
Incidents of Corruption 

Risk 
Management 

Occupational Health & Safety 
Customer Privacy 
Data Security 

Responsible 
Business 

Solid & Hazardous Wastes 
Effluents 
Environmental Compliance 
Diversity, Equal Opportunity, & Anti - 
Discrimination 

Customer 
Experience 

Customer Satisfaction 
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  Direct Economic Value Generated 
Direct Economic Value Distributed 
Training on Anti – Corruption 
Policies & Procedures 
Incidents of Corruption 
Solid & Hazardous Wastes 
Effluents 
Environmental Compliance 
Employee Benefits & Hiring 
Employee Training & Development 
Diversity, Equal Opportunity, & 
Anti – Discrimination 
Occupational Health & Safety 
Labor Standards & Human Rights 
Customer Satisfaction 
Customer Privacy 
Data Security 

 Climate Related Risks & 
Opportunities 
Proportion of Spending on Local 
Supplier 
Energy 
Water 
Materials 
Watersheds 
Marine 
Air Emission 
GHG 
NOX, SOX, PM 
Labor – Management Relations 
Supply Chain Management 
Significant Impacts on Local 
Communities 
Customer Health & Safety 
Marketing & Labeling 

 

International Union for the 
Conservation of Nature (IUCN) / 
Key Biodiversity Areas (KBA) 

  

 IMPACT 
 High  Medium  Moderate  Low 

Figure 3 Materiality Assessment Matrix 
 
 
Data for some disclosure topics in this report are from specific subsidiary(ies) of the 
Organization and not all Companies within the Group.  This is reflective of its materiality 
and relevance to the operations of the Organization and the maturity of data collection 
systems that are currently in place as first time reporter on sustainability performance.  We 
have provided specific information on such disclosures in the coming sections. 
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ECONOMIC 
 
Economic Performance 

Direct Economic Value Generated and Distributed 

Disclosure Amount Units 

Direct Economic Value Generated (Revenue) 566,764,589.00 PHP 

Direct Economic Value Distributed:   

a. Operating Costs 165,515,708.00 PHP 

b. Employee Wages and Benefits 39,809,851.00 PHP 

c. Payments to Suppliers, Other Operating Costs 44,536,367.00 PHP 

d. Dividends given to Stockholders and Interest Payments to 
Loan Providers 68,461,689.00 PHP 

e. Taxes given to Government 12,707,801.00 PHP 

f. Investments to Community (e.g. Donations, CSR) 0.00 PHP 

 

What is the Impact and 
Where does it Occur? 

What is the Organization’s 
Involvement in the Impact? 

Which Stakeholders are 
Affected? Management Approach 

The impact of the economic 
performance happens at 
multiple levels including 
influence on shareholder 
value, amount of money spent 
to develop local businesses 
(suppliers), develop local 
community (CSR), and most 
importantly, the ability to 
support nation building 
through taxes. 

The Stakeholders affected are: 
 The Shareholders and 

Investors of the 
Organization; 

 The Employees of the 
Organization; 

 The Suppliers of the 
Organization; 

 Government Regulators; 
and 

 The Community where the 
business operates. 

The Organization ensures its 
profitability and value 
delivered to relevant Key 
Stakeholders through 
proactively identifying and 
pursuing a more competitive 
sales & marketing strategy. 
 
The Organization undertakes 
the initiative to increase its 
production and sales activities, 
whilst, proactively managing 
production and operating costs 
within the established annual 
projection and budget. 

What are the Risk/s 
Identified? 

Which Stakeholders are 
Affected? Management Approach 

The unfavorable level of 
corporate performance 
coupled with a weak balance 
sheet position of the 
Organization enhances its 

The Stakeholders affected are: 
 The Shareholders and 

Investors of the 
Organization; 

The Organization undertakes 
the initiative to infuse or 
outsource capital investment 
to start, revive, improve, and 
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exposure to market volatility, 
which may eventually lead into 
a thorough examination of the 
Organization’s economic 
stability. 

 The Employees of the 
Organization; 

 The Suppliers of the 
Organization; 

 Government Regulators; 
and 

 The Community where the 
business operates. 

diversify the operations of its 
subsidiaries. 
 
The Organization further 
undertakes the initiative to 
update and strictly implement 
its operations and 
administrative internal 
controls and policies. 

What are the Opportunity/ies 
Identified? 

Which Stakeholders are 
Affected? Management Approach 

Exploiting the capacity of the 
Organization’s subsidiaries to 
further increase its current 
level of operations. 

The Stakeholders affected are: 
 The Shareholders and 

Investors of the 
Organization; 

 The Employees of the 
Organization; 

 The Suppliers of the 
Organization; 

 Government Regulators; 
and 

 The Community where the 
business operates. 

The Organization undertakes 
the initiative to proactively 
conduct market research to 
determine consumer appetite 
and identify current market 
trends to support the increase 
in the level of operations. 
 
The Organization further 
undertakes the initiative to 
immediately address the 
capital requirements for such 
increase in the level of 
operations by proactively 
hiring experts, as well as 
competent and professional 
employees, to fill up key 
positions. 

 
The policy(ies) of the Organization on economic performance is embedded in its 2017 Manual on 
Corporate Governance 
(https://tkcmetals.com.ph/sites/default/files/field/pdfpreview/2017tkcmanualofcorporategov
ernance.pdf). 
 
 
Anti - Corruption 

Training on Anti – Corruption Policies and Procedures 

Disclosure Quantity Units 

Percentage of Employees to whom the Organization’s Anti – Corruption 
Policies and Procedures have been Communicated To 83 % 

Percentage of Business Partners to whom the Organization’s Anti – 
Corruption Policies and Procedures have been Communicated To 83 % 
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Disclosure Quantity Units 

Percentage of Directors and Management that have Received Anti – 
Corruption Training 2 % 

Percentage of Employees that have Received Anti – Corruption Training 72 % 

 
 
Incidents of Corruption 

Disclosure Quantity Units 

Number of Incidents in which Directors were Removed or Disciplined for 
Corruption 0 # 

Number of Incidents in which Employees were Dismissed or Disciplined for 
Corruption 2 # 

Number of Incidents when Contracts with Business Partners were 
Terminated due to Incidents of Corruption 0 # 

 
 

What is the Impact and 
Where does it Occur? 

What is the Organization’s 
Involvement in the Impact? 

Which Stakeholders are 
Affected? Management Approach 

Acts of corruption has 
significant impacts on the 
reputation, competitiveness, 
and morale of the 
Organization. 
 
Acts of corruption can also 
significantly impact the 
performance of the Suppliers 
through the Organization’s 
ethical practices, which 
diminishes Shareholder value 
and may eventually lead into 
irreparable damage. 

The Stakeholders affected are: 
 The Shareholders and 

Investors of the 
Organization; 

 The Employees of the 
Organization; 

 The Suppliers of the 
Organization; 

 Government Regulators; 
and 

 The Customers of the 
Organization. 

The Organization ensures the 
adequate and strict 
compliance of its Directors, 
Management, Officers, and 
Employees to all existing anti – 
corruption policies, rules, 
regulations, and practices. 
 
The Organization undertakes 
the initiative to communicate 
all existing anti – corruption 
policies, rules, regulations, 
and practices to its Directors, 
Management, Officers, 
Employees, and Suppliers 
through the Code of Business 
Ethics and Employee Code of 
Conduct. 

What are the Risk/s 
Identified? 

Which Stakeholders are 
Affected? Management Approach 

The Organization carries the 
risk of ensuring the integrity of 
the adherence to the existing 

The Stakeholders affected are: The Organization strives to 
ensure the adequate and strict 
implementation of all existing 
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anti – corruption policies, 
rules, regulations, and 
practices during the 
employment of the 
Organization’s Directors, 
Management, Officers, and 
Employees and while working 
with Small to Medium 
Enterprises (SMEs) as 
Suppliers. 

 The Shareholders and 
Investors of the 
Organization; 

 The Employees of the 
Organization; 

 The Suppliers of the 
Organization; 

 Government Regulators; 
and 

 The Customers of the 
Organization. 

anti – corruption policies, 
rules, regulations, and 
practices. 
 
The Organization further 
ensures the continuous 
implementation of its training 
program on anti – corruption 
and risk management. 

What are the Opportunity/ies 
Identified? 

Which Stakeholders are 
Affected? Management Approach 

There is an opportunity for the 
Organization to significantly 
increase the number of 
Directors, Management, 
Officers, Employees, and 
Suppliers trained on the 
existing anti – corruption 
policies, rules, regulations, 
and practices of the 
Organization. 

The Stakeholders affected are: 
 The Shareholders and 

Investors of the 
Organization; 

 The Employees of the 
Organization; 

 The Suppliers of the 
Organization; 

 Government Regulators; 
and 

 The Customers of the 
Organization. 

The Organization ensures its 
continued compliance to the 
Securities & Exchange 
Commission (SEC) / Philippine 
Stock Exchange (PSE) 
mandatory corporate 
governance training for 
Directors and Key Management 
Officers. 
 
The Organization undertakes 
the initiative to improve its 
human resources capital 
through the proactive 
employment of competent and 
appropriately trained key 
personnel. 
 
The Organization further plans 
to adopt the most suitable and 
comprehensive anti – 
corruption and risk 
management training programs 
for its Directors, Management, 
Officers, Employees, and 
Suppliers. 

 
The policy(ies) of the Organization on anti - corruption is embedded in its 2017 Manual on 
Corporate Governance 
(https://tkcmetals.com.ph/sites/default/files/field/pdfpreview/2017tkcmanualofcorporategov
ernance.pdf). 
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ENVIRONMENT 
 

Solid & Hazardous Wastes 

Solid Waste 

Disclosure Quantity Units 

Total Solid Waste Generated 360 Kg 

Reusable 0 Kg 

Recyclable 0 Kg 

Composted 0 Kg 

Incinerated 0 Kg 

Residuals / Landfilled 360 Kg 

 
 
Hazardous Waste 

Disclosure Quantity Units 

Total Weight of Hazardous Waste Generated 0 Kg 

Total Weight of hazardous Waste Transported 0 Kg 

 
 

What is the Impact and 
Where does it Occur? 

What is the Organization’s 
Involvement in the Impact? 

Which Stakeholders are 
Affected? Management Approach 

The operations of the 
Organization and its 
subsidiaries inevitably 
generates solid and hazardous 
wastes that presents potential 
impacts to human health and 
the immediate surroundings of 
the Community where the 
Organization operates, in the 
event that such generated 
solid and hazardous wastes 
were improperly managed. 

The Stakeholders affected are: 
 The Shareholders and 

Investors of the 
Organization; 

 The Employees of the 
Organization; 

 The Customers of the 
Organization; 

 Government Regulators; 
and 

 The Community where the 
business operates. 

The Organization ensures its 
compliance to all applicable 
local and international 
environmental laws, rules, and 
regulations through the 
proactive implementation of 
an Environmental Management 
System (EMS) certified to be in 
accordance with ISO 
14001:2015 requirements. 
 
The Organization undertakes 
the initiative to proactively 
hire a third party 
environmental management 
consultant, who fulfills the 
responsibility of guiding the 
Organization in managing its 
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compliance to all applicable 
environmental laws, rules, and 
regulations. 
 
The Organization further 
undertakes the initiative to 
designate a dedicated 
Pollution Control Officer 
(PCO), who fulfills the 
responsibility of managing the 
Organization’s compliance to 
all applicable environmental 
laws, rules, and regulations, as 
well as ensuring the consistent 
implementation of good 
environmental practices in 
handling and managing solid 
and hazardous wastes, 
including the planning, roll 
out, and implementation of 
feasible waste reduction 
programs. 

What are the Risk/s 
Identified? 

Which Stakeholders are 
Affected? 

Management Approach 

The incidental exposure to 
improperly managed solid and 
hazardous wastes of the 
Community where the 
Organization operates due to 
road traffic accident and 
accidental release or spill may 
result into long – term ill – 
health effects for exposed 
individuals and may eventually 
lead into limited access to 
decent life / livelihood. 

The Stakeholders affected are: 
 The Shareholders and 

Investors of the 
Organization; 

 The Employees of the 
Organization; 

 The Customers of the 
Organization; 

 Government Regulators; 
and 

 The Community where the 
business operates. 

The Organization ensures its 
compliance to all applicable 
local and international 
environmental laws, rules, and 
regulations through the 
proactive implementation of 
an Environmental Management 
System (EMS) certified to be in 
accordance with ISO 
14001:2015 requirements and 
has undertaken the initiative 
to designate a dedicated PCO. 
 
The dedicated PCO monitors 
and ensures that good 
environmental practices in 
handling and managing solid 
and hazardous wastes, as well 
as the feasible waste reduction 
programs are consistently 
being implemented. 
 
The dedicated PCO further 
ensures that all generated 
solid and hazardous wastes are 
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appropriately transported, 
treated, and disposed. 

What are the Opportunity/ies 
Identified? 

Which Stakeholders are 
Affected? Management Approach 

There is an opportunity for the 
Organization to significantly 
enhance its environmental 
performance and support its 
aim to minimize the 
Organization’s environmental 
footprint through the: 
 Significant increase on the 

number of Employees and 
Suppliers trained and aware 
of the Organization’s EMS; 
and 

 Explore feasible 
opportunities to divert 
wastes away from the 
landfill.  

The Stakeholders affected are: 
 The Shareholders and 

Investors of the 
Organization; 

 The Employees of the 
Organization; 

 The Customers of the 
Organization; 

 Government Regulators; 
and 

 The Community where the 
business operates. 

The Organization plans to 
adopt the most suitable and 
comprehensive EMS and 
environmental awareness 
training programs for its 
Employees and Suppliers. 
 
The Organization undertakes 
the initiative to plan, roll out, 
and implement feasible waste 
reduction programs aimed to 
divert as much generated 
wastes as possible from being 
disposed in the landfill. 

 
The policy(ies) of the Organization on solid and hazardous wastes is embedded in its 2017 
Manual on Corporate Governance 
(https://tkcmetals.com.ph/sites/default/files/field/pdfpreview/2017tkcmanualofcorporategov
ernance.pdf). 
 
 
Effluents 

Disclosure Quantity Units 

Total Volume of Water Discharges 11,395 Cubic Meters 

Percent of Wastewater Recycled 0 % 

 

What is the Impact and 
Where does it Occur? 

What is the Organization’s 
Involvement in the Impact? 

Which Stakeholders are 
Affected? Management Approach 

Improperly managed effluents 
affects the Organization at 
multiple levels including the 
potential loss in revenues due 
to imposition of monetary 
fines and non – monetary 
sanctions, the potential loss of 

The Stakeholders affected are: 
 The Shareholders and 

Investors of the 
Organization; 

 The Employees of the 
Organization; 

The Organization ensures its 
compliance to all applicable 
local and international 
environmental laws, rules, and 
regulations through the 
proactive implementation of 
an Environmental Management 
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reputation of the Organization 
due to the potential 
revocation of the 
Organization’s Environmental 
Compliance Certificate (ECC) 
and License to Operate (LTO), 
and the potential impacts to 
the health and safety of the 
Community where the 
Organization operates. 

 The Customers of the 
Organization; 

 Government Regulators; 
and 

 The Community where the 
business operates. 

System (EMS) certified to be in 
accordance with ISO 
14001:2015 requirements and 
has undertaken the initiative 
to designate a dedicated 
Pollution Control Officer 
(PCO). 
 
The dedicated PCO monitors 
the water consumption of the 
Organization and ensures that 
good environmental practices 
in water and wastewater 
management, as well as the 
feasible water consumption 
reduction programs are 
consistently being 
implemented. 

What are the Risk/s 
Identified? 

Which Stakeholders are 
Affected? Management Approach 

Scarcity of water supply in the 
Community where the 
Organization operates leading 
into limited access to clean 
and safe water. 

The Stakeholders affected are: 
 The Shareholders and 

Investors of the 
Organization; 

 The Employees of the 
Organization; 

 The Customers of the 
Organization; 

 Government Regulators; 
and 

 The Community where the 
business operates. 

The Organization ensures its 
compliance to all applicable 
local and international 
environmental laws, rules, and 
regulations through the 
proactive implementation of 
an Environmental Management 
System (EMS) certified to be in 
accordance with ISO 
14001:2015 requirements and 
has undertaken the initiative 
to proactively hire a third 
party environmental 
management consultant, who 
fulfills the responsibility of 
guiding the Organization in 
managing its compliance to all 
applicable environmental laws, 
rules, and regulations. 
 
The Organization undertakes 
the initiative to designate a 
dedicated PCO, who monitors 
the water consumption of the 
Organization and ensures that 
good environmental practices 
in water and wastewater 
management, as well as the 
feasible water consumption 
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reduction programs are 
consistently being 
implemented. 

What are the Opportunity/ies 
Identified? 

Which Stakeholders are 
Affected? Management Approach 

There is an opportunity for the 
Organization to significantly 
enhance its environmental 
performance and support its 
aim to minimize the 
Organization’s environmental 
footprint through the: 
 Significant increase on the 

number of Employees and 
Suppliers trained and aware 
of the Organization’s EMS; 
and 

 Explore feasible 
opportunities to minimize 
water consumption and 
maximize the potential 
reuse of greywater for the 
operations. 

The Stakeholders affected are: 
 The Shareholders and 

Investors of the 
Organization; 

 The Employees of the 
Organization; 

 The Customers of the 
Organization; 

 Government Regulators; 
and 

 The Community where the 
business operates. 

The Organization plans to 
adopt the most suitable and 
comprehensive EMS and 
environmental awareness 
training programs for its 
Employees and Suppliers. 
 
The Organization undertakes 
the initiative to plan, roll out, 
and implement feasible water 
consumption reduction 
programs aimed to minimize 
the current water consumption 
of the Organization and 
maximize the potential reuse 
of greywater for the 
operations. 

 
The policy(ies) of the Organization on effluent is embedded in its 2017 Manual on Corporate 
Governance 
(https://tkcmetals.com.ph/sites/default/files/field/pdfpreview/2017tkcmanualofcorporategov
ernance.pdf). 
 
 
Environmental Compliance 

Non – Compliance with Environmental Laws and Regulations 

Disclosure Quantity Units 

Total Amount of Monetary Fines for Non – Compliance with 
Environmental Laws and / or Regulations 0.00 PHP 

No. of Non – Monetary Sanctions for Non – Compliance with 
Environmental Laws and / or Regulations 0 # 

No. of Cases Resolved through Dispute Resolution Mechanism 0 # 
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What is the Impact and 
Where does it Occur? 

What is the Organization’s 
Involvement in the Impact? 

Which Stakeholders are 
Affected? Management Approach 

Compliance to all applicable 
local and international 
environmental laws, rules, and 
regulations is imperative to 
operate as a business.  Any 
incidence of non – compliance 
affects the Organization at 
multiple levels including the 
potential loss in revenues due 
to imposition of monetary 
fines and non – monetary 
sanctions, the potential loss of 
reputation of the Organization 
due to potential revocation of 
the Organization’s 
Environmental Compliance 
Certificate (ECC) and License 
to Operate (LTO), the 
potential impacts to the 
livelihood of Small and Medium 
Enterprise (SME) Suppliers, and 
the potential impacts to the 
health and safety of the 
Community where the 
Organization operates, 

The Stakeholders affected are: 
 The Shareholders and 

Investors of the 
Organization; 

 The Employees of the 
Organization; 

 The Customers of the 
Organization; 

 Government Regulators; 
and 

 The Community where the 
business operates. 

The Organization ensures its 
compliance to all applicable 
local and international 
environmental laws, rules, and 
regulations through the 
proactive implementation of 
an Environmental Management 
System (EMS) certified to be in 
accordance with ISO 
14001:2015 requirements. 
 
The Organization undertakes 
the initiative to proactively 
hire a third party 
environmental management 
consultant, who fulfills the 
responsibility of guiding the 
Organization in managing its 
compliance to all applicable 
environmental laws, rules, and 
regulations. 
 
The Organization further 
undertakes the initiative to 
designate a dedicated 
Pollution Control Officer 
(PCO), who fulfills the 
responsibility of managing the 
Organization’s compliance to 
all applicable environmental 
laws, rules, and regulations, as 
well as ensuring the consistent 
implementation of good 
environmental practices. 

What are the Risk/s 
Identified? 

Which Stakeholders are 
Affected? Management Approach 

Gradual degradation of the 
existing environment as a 
result of any incidence of non – 
compliance to any applicable 
local and international 
environmental laws, rules, and 
regulations that may 
compromise the health and 

The Stakeholders affected are: 
 The Shareholders and 

Investors of the 
Organization; 

 The Employees of the 
Organization; 

 The Customers of the 
Organization; 

The Organization ensures its 
compliance to all applicable 
local and international 
environmental laws, rules, and 
regulations through the 
proactive implementation of 
an Environmental Management 
System (EMS) certified to be in 
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safety of the Community 
where the Organization 
operates, as well as decrease 
the associated opportunities 
for tourism. 

 Government Regulators; 
and 

 The Community where the 
business operates. 

accordance with ISO 
14001:2015 requirements and 
has undertaken the initiative 
to proactively hire a third 
party environmental 
management consultant, who 
fulfills the responsibility of 
guiding the Organization in 
managing its compliance to all 
applicable environmental laws, 
rules, and regulations. 
 
The Organization further 
undertakes the initiative to 
designate a dedicated 
Pollution Control Officer 
(PCO), who fulfills the 
responsibility of managing the 
Organization’s compliance to 
all applicable environmental 
laws, rules, and regulations, as 
well as ensuring the consistent 
implementation of good 
environmental practices. 

What are the Opportunity/ies 
Identified? 

Which Stakeholders are 
Affected? Management Approach 

There is an opportunity for the 
Organization to significantly 
enhance its environmental 
performance and support its 
aim to minimize the 
Organization’s environmental 
footprint through the: 
 Significant increase on the 

number of Employees and 
Suppliers trained and aware 
of the Organization’s EMS; 
and 

 Significant reduction of the 
identified significant 
environmental aspects and 
risks. 

The Stakeholders affected are: 
 The Shareholders and 

Investors of the 
Organization; 

 The Employees of the 
Organization; 

 The Customers of the 
Organization; 

 Government Regulators; 
and 

 The Community where the 
business operates. 

The Organization plans to 
adopt the most suitable and 
comprehensive EMS and 
environmental awareness 
training programs for its 
Employees and Suppliers. 
 
The Organization undertakes 
the initiative to proactively 
hire a third party 
environmental management 
consultant, who fulfills the 
responsibility of guiding the 
Organization in managing its 
compliance to all applicable 
environmental laws, rules, and 
regulations. 
 
The Organization further 
undertakes the initiative to 
plan, roll out, and implement 
feasible risk reduction 
strategies and programs aimed 
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to significantly minimize the 
potential impacts of the 
identified significant 
environmental aspects and 
risks. 

 
The policy(ies) of the Organization on environmental compliance is embedded in its 2017 Manual 
on Corporate Governance 
(https://tkcmetals.com.ph/sites/default/files/field/pdfpreview/2017tkcmanualofcorporategov
ernance.pdf). 
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SOCIAL 
 
Employee Management 

Employee Hiring & Benefits 
Employee Data 

Disclosure Quantity Units 

Total Number of Employees*   

a. Number of Female Employees 22 # 

b. Number of Male Employees 66 # 

Attrition Rate** 10.5 Rate 

Ratio of Lowest Paid Employee Against Minimum Wage 1:1.59 Ratio 
*Employees are individual who are in an employment relationship with the Organization, according to national law or its application (GRI 
Standards 2016 Glossary) 
**Attrition Rate = (No. of New Hires – No. of Turnover) / (Average of Total Number of Employees of Previous Year and Total Number of Employees 
of Current Year) 

 
Employee Benefits 

Disclosure Y / N % Female Employees 
Who Availed This Year 

% Male Employees Who 
Availed This Year 

SSS Y 95.45 90.91 

PhilHealth Y 90.91 87.88 

PAG – IBIG Y 95.45 90.91 

Parental Leaves Y 0.00 0.00 

Vacation Leaves Y 95.45 92.48 

Sick Leaves Y 63.68 80.38 

Medical Benefits (Aside from PhilHealth) Y 0.00 0.00 

Housing Assistance (Aside from PAG - IBIG) Y 14.77 22.73 

Retirement Fund (Aside from SSS) Y 0.00 0.02 

Further Education Support Y 0.00 0.00 

Company Stock Options N 0.00 0.00 

Telecommuting Y 4.55 4.61 

Flexible Work Arrangement (FWA) Y 9.09 12.15 
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What is the Impact and 
Where does it Occur? 

What is the Organization’s 
Involvement in the Impact? 

Which Stakeholders are 
Affected? Management Approach 

Non – competitive employment 
benefits limits the access to 
decent life / livelihood for the 
Employees and may eventually 
result in a declining trend for 
the employment rate in the 
Community where the 
Organization operates its 
business. 

The Stakeholders affected are: 
 The Shareholders and 

Investors of the 
Organization; 

 The Employees of the 
Organization; 

 The Suppliers of the 
Organization 

 The Customers of the 
Organization; 

 Government Regulators; 
and 

 The Community where the 
business operates. 

The Organization ensures its 
continued compliance to all 
applicable local and 
international labor and social 
laws, rules, and regulations 
through the establishment, 
implementation, and 
maintenance of set corporate 
policies, rules, and regulations 
that manage, protect, and 
care for the welfare and 
benefits of the Employees, 
ensuring their continuous 
engagement, retention, and 
best performance. 

What are the Risk/s 
Identified? 

Which Stakeholders are 
Affected? Management Approach 

Shortage on critical skills as a 
result of difficulty in looking 
for qualified replacements due 
to Employee’s dissatisfaction 
and attrition, loss of 
Employees to competition, and 
possible retirement that 
eventually affects the overall 
competitiveness of the 
Organization. 

The Stakeholders affected are: 
 The Shareholders and 

Investors of the 
Organization; 

 The Employees of the 
Organization; 

 The Suppliers of the 
Organization; 

 The Customers of the 
Organization; 

 Government Regulators; 
and 

 The Community where the 
business operates. 

The Organization undertakes 
the initiative to further 
enhance its corporate image 
and branding, as well as to 
identify and implement 
feasible above industry – 
standard benefit packages and 
work setup, to be able to 
attract and retain qualified 
talents and employees. 
 
The Organization further 
undertakes the initiative to 
provide venues for and support 
continuous Employee 
development. 

What are the Opportunity/ies 
Identified? 

Which Stakeholders are 
Affected? Management Approach 

Benchmarking with relevant 
industry top performers to 
identify means to further 
enhance the competitiveness 
of the Organization. 

The Stakeholders affected are: 
 The Shareholders and 

Investors of the 
Organization; 

 The Employees of the 
Organization; 

 The Suppliers of the 
Organization; 

The Organization undertakes 
the initiative to further 
enhance its corporate image 
and branding, as well as to 
identify and implement 
feasible above industry – 
standard benefit packages and 
work setup, to be able to 
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 The Customers of the 
Organization; 

 Government Regulators; 
and 

 The Community where the 
business operates. 

attract and retain qualified 
talents and employees. 

 
The policy(ies) of the Organization on employee hiring and benefits is embedded in its 2017 
Manual on Corporate Governance 
(https://tkcmetals.com.ph/sites/default/files/field/pdfpreview/2017tkcmanualofcorporategov
ernance.pdf). 
 
 
Employee Training & Development 

Disclosure Quantity Units 

Total Training Hours Provided to Employees   

a. Female Employees 150 Hours 

b. Male Employees 150 Hours 

Average Training Hours Provided to  Employees   

a. Female Employees 6.82 Hours / Employee 

b. Male Employees 2.27 Hours / Employee 

 

What is the Impact and Where does it Occur? 
What is the Organization’s Involvement in 

the Impact? 
Management Approach 

Appropriately trained Employees increases the 
ability of the Organization to operate at the 
highest standards in terms of ethical business 
practices and sustainable data privacy 
measures, as well as ensuring a safe and 
healthy workplace while improving customer 
satisfaction. 

The Organization ensures its continuous 
provision of Employee learning and 
development opportunities through the 
adoption of the most suitable and most 
effective training programs and strategies, as 
well as the Management - approved allocation 
of sufficient resources. 
 
The Organization undertakes the initiative to 
analyze the Organization’s training needs and 
identify specific skill gaps. 

What are the Risk/s Identified? Management Approach 

The lack of commitment from Employees to 
proactively participate in the provided training 

The Organization undertakes the initiative to 
analyze the Organization’s training needs and 
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that may result into skewed analysis of 
training effectiveness. 

identify specific skill gaps and plans to adopt 
the most suitable and most effective training 
programs and strategies. 

What are the Opportunity/ies Identified? Management Approach 

Appropriately trained Employees enhance the 
operations of the Organization through the 
establishment and implementation of 
innovative work processes. 

The Organization undertakes the initiative to 
analyze the Organization’s training needs and 
identify specific skill gaps and plans to adopt 
the most suitable and most effective training 
programs and strategies. 

 
The policy(ies) of the Organization on employee training and development is embedded in its 
2017 Manual on Corporate Governance 
(https://tkcmetals.com.ph/sites/default/files/field/pdfpreview/2017tkcmanualofcorporategov
ernance.pdf). 
 
 
Diversity & Equal Opportunity 

Disclosure Quantity Units 

% of Female Workers in the Workforce 28.84 % 

% of Male Workers in the Workforce 71.16 % 

Number of Employees from Indigenous Communities and / or 
Vulnerable Sector* 0 # 

*Vulnerable Sector includes Elderly, Persons with Disabilities (PWDs), Vulnerable Women, Refugees, Migrants, Internally Displaced Persons, People 
Living with HIV and Other Diseases, Solo Parents, and the Poor or the Base of the Pyramid (BOP; Class D and E) 

 

What is the Impact and Where does it Occur? 
What is the Organization’s Involvement in 

the Impact? 
Management Approach 

Diverse and equal employment opportunities 
enhances access to decent life / livelihood of 
the Employees and may eventually result in an 
increasing trend for the employment rate in 
the Community where the Organization 
operates its business. 

The Organization ensures that diversity and 
equal employment opportunity is embedded in 
its Core Values and has undertaken the 
initiative to adopt a systematic approach that 
continuously cultivate diversity and equal 
employment opportunity within the 
Organization’s employment lifecycle (talent 
acquisition, learning & development). 

What are the Risk/s Identified? Management Approach 

Incidents of discrimination and harassment due 
to challenges in accepting and respecting 

The Organization plans to adopt an industry – 
standard recognized system for reporting, 
identifying, investigating, monitoring, and 
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individual differences that leads into the 
voluntary separation of affected Employees. 

resolving any incidents of discrimination and 
harassment. 

What are the Opportunity/ies Identified? Management Approach 

Appropriately informed Employees provides 
assurance that the Organization is operating at 
the highest standards of business ethics. 

The Organization plans to establish and 
implement industry – standard recognized 
policies and practices that promotes and 
protects diversity and equal employment 
opportunity that continuously ensure the 
Organization’s compliance to all applicable 
local and international labor and social laws, 
rules, and regulations. 
 
The Organization further plans to adopt an 
industry – standard recognized system for 
reporting, identifying, investigating, 
monitoring, and resolving any incidents of 
discrimination and harassment that elicits 
Employees feedback. 

 
The policy(ies) of the Organization on diversity and equal opportunity is embedded in its 2017 
Manual on Corporate Governance 
(https://tkcmetals.com.ph/sites/default/files/field/pdfpreview/2017tkcmanualofcorporategov
ernance.pdf). 
 
 
Workplace Conditions, Labor Standards, and Human Rights 

Occupational Health & Safety 

Disclosure Quantity Units 

Safe Man - Hours 32 Man - Hours 

No. of Work – Related injuries 7 # 

No. of Work – Related Fatalities 0 # 

No. of Work – Related Ill - Health 0 # 

No. of Safety Drills 4 # 

 

What is the Impact and Where does it Occur? 
What is the Organization’s Involvement in 

the Impact? 
Management Approach 

The impacts of occupational health & safety 
performance happens at multiple levels 
including influence on Employees’ morale, 

The Organization ensures its compliance to the 
requirements of Occupational Health & Safety 
based on all applicable local and international 
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operational cost, and quality of service that 
the Organization provides. 

laws, rules, and regulations through the 
proactive implementation of an Occupational 
Health & Safety Management System (OHSMS) 
certified to be in accordance with ISO 
45001:2018 requirements. 

What are the Risk/s Identified? Management Approach 

Fatality and / or serious injury results into 
increased operational costs and loss of 
confidence of the Community where the 
Organization operates, which may eventually 
lead into declining trend in the employment 
preference for the Organization. 

The Organization undertakes the initiative to 
proactively prevent, identify, and control 
health & safety hazards in the workplace, as 
well as to maintain a labor – oriented work 
standards and environment. 

What are the Opportunity/ies Identified? Management Approach 

Allocation of sufficient resources to provide a 
safe and healthy work environment boosts 
Employees’ morale. 

The Organization ensures its compliance to the 
requirements of Occupational Health & Safety 
based on all applicable local and international 
laws, rules, and regulations through the 
proactive implementation of an Occupational 
Health & Safety Management System (OHSMS) 
certified to be in accordance with ISO 
45001:2018 requirements and has undertaken 
the initiative to proactively prevent, identify, 
and control health & safety hazards in the 
workplace, as well as to maintain a labor – 
oriented work standards and environment. 

 

The policy(ies) of the Organization on occupational health and safety is embedded in its 2017 
Manual on Corporate Governance 
(https://tkcmetals.com.ph/sites/default/files/field/pdfpreview/2017tkcmanualofcorporategov
ernance.pdf). 
 

 
Labor Laws & Human Rights 

Disclosure Quantity Units 

No. of Legal Actions or Employees Grievance Involving Forced or Child Labor 0 # 

 
Do you have policies that explicitly disallow violations of labor laws and human rights (e.g. 
harassment, bullying) in the workplace? NONE 
 
 

Topic Y / N If YES, Cite Reference in Company Policy 

Forced Labor N  
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Topic Y / N If YES, Cite Reference in Company Policy 

Child Labor N  

Human Rights N  

 

What is the Impact and Where does it Occur? 
What is the Organization’s Involvement in 

the Impact? 
Management Approach 

Compliance to all applicable local and 
international labor and social laws, rules, and 
regulations is imperative to operate as a 
business.  Any incidence of non – compliance 
affects the Organization at multiple levels 
including the potential loss of revenue, the 
potential loss of reputation, and the potential 
impacts to the livelihood of the Small and 
Medium Enterprise (SME) Suppliers and the 
extended Community. 

The Organization ensure its compliance to all 
applicable local and international labor and 
social laws, rules, and regulations through the 
establishment, implementation, and 
maintenance of set corporate policies, rules, 
and regulations against unfair labor practices 
such as child labor, forced labor, and human 
rights violations. 
 
The Organization plans to adopt an industry – 
standard recognized system for reporting, 
identifying, investigating, monitoring, and 
resolving any incidents of non – compliance to 
any applicable local and international labor 
and social laws, rules, and regulations. 

What are the Risk/s Identified? Management Approach 

Failure to comply with the relevant and 
existing labor rules and regulation may result 
into the loss of confidence of the Community 
where the Organization operates and may 
eventually lead into the closure of business. 

The Organization ensure its compliance to all 
applicable local and international labor and 
social laws, rules, and regulations through the 
establishment, implementation, and 
maintenance of set corporate policies, rules, 
and regulations against unfair labor practices 
such as child labor, forced labor, and human 
rights violations. 
 
The Organization plans to adopt an industry – 
standard recognized system for reporting, 
identifying, investigating, monitoring, and 
resolving any incidents of non – compliance to 
any applicable local and international labor 
and social laws, rules, and regulations. 

What are the Opportunity/ies Identified? Management Approach 

Benchmarking with other relevant Organization 
to ensure the implementation of the relevant 
industry’s good labor practices. 

The Organization ensure its compliance to all 
applicable local and international labor and 
social laws, rules, and regulations through the 
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establishment, implementation, and 
maintenance of set corporate policies, rules, 
and regulations against unfair labor practices 
such as child labor, forced labor, and human 
rights violations. 

 
The policy(ies) of the Organization on labor laws and human rights is embedded in its 2017 
Manual on Corporate Governance 
(https://tkcmetals.com.ph/sites/default/files/field/pdfpreview/2017tkcmanualofcorporategov
ernance.pdf). 
 
 

Customer Management 

Customer Satisfaction 

Disclosure Score Did a Third Party Conduct the Customer Satisfaction 
Study (Y/N)? 

Customer Satisfaction 85 N 

 

What is the Impact and Where does it Occur? 
What is the Organization’s Involvement in 

the Impact? 
Management Approach 

The overall performance of the Organization is 
affected by the satisfaction of its Customers.  
Customers experiencing inconvenience may 
become physically or verbally abusive that 
affects the servicing Employee(s) and exposed 
them to physical, mental, and / or emotional 
stress. 

The Organization ensure the satisfaction of its 
Customers through the adoption of a customer 
mindset framework that identify and addresses 
Customers’ needs and expectations. 

What are the Risk/s Identified? Management Approach 

Dissatisfied Customers due to changes in the 
needs and expectations of the Customers 
affects the overall business reputation of the 
Organization. 

The Organization ensure the satisfaction of its 
Customers through the adoption of a customer 
mindset framework that identify and addresses 
Customers’ needs and expectations. 
 
The Organization undertakes the initiative to 
sufficiently allocate resources and plans to 
adopt an industry – standard recognized system 
for reporting, identifying, investigating, 
monitoring, and resolving Customer concerns. 

What are the Opportunity/ies Identified? Management Approach 

Motivated and appropriately informed 
Employees manifest excellent Customer 

The Organization ensure the satisfaction of its 
Customers through the adoption of a customer 
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service and provides assurance that the 
Organization is operating at the highest 
standards of business ethics. 

mindset framework that identify and addresses 
Customers’ needs and expectations and has 
undertaken the initiative to sufficiently 
allocate resources and plans to adopt an 
industry – standard recognized system for 
reporting, identifying, investigating, 
monitoring, and resolving Customer concerns. 

 

The policy(ies) of the Organization on customer satisfaction is embedded in its 2017 Manual on 
Corporate Governance 

(https://tkcmetals.com.ph/sites/default/files/field/pdfpreview/2017tkcmanualofcorporategov

ernance.pdf). 
 

 

Customer Privacy 

Disclosure Quantity Units 

No. of Substantiated Complaints* on Customer Privacy 0 # 

No. of Complaints Addressed 0 # 

No. of Customers, Users, and Account Holders whose Information is 
Used for Secondary Purposes 0 # 

*Substantiated Complaints include Complaints from Customers that went through the Organization’s formal communication channels and 
grievance mechanisms as well as complaints that were lodged to and acted upon by government agencies 

 

What is the Impact and Where does it Occur? 
What is the Organization’s Involvement in 

the Impact? 
Management Approach 

The Organization values the privacy of its 
Customers and take it seriously to immediately 
address incident(s) of breach(es) to Customer 
privacy as it affects the confidence of the 
Community where the Organization operates. 

The Organization ensures its compliance to all 
applicable local and international customer 
and data privacy and security laws, rules, and 
regulations through the adoption of the most 
suitable and most effective industry – standard 
customer and data privacy and security 
policies and practices. 

What are the Risk/s Identified? Management Approach 

The loss of trust and confidence from the 
Organization’s Shareholders, Investors, 
Employees, Customers, Suppliers, Government 
Regulators, and the Community where the 
Organization operates due to any incidents of 
leaks, thefts, and / or losses of data affects 
the overall business reputation of the 
Organization. 

The Organization plans to adopt industry – 
standard recognized system of customer and 
data privacy and security audit to ensure its 
compliance to all applicable local and 
international customer and data privacy and 
security laws, rules, and regulations. 
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What are the Opportunity/ies Identified? Management Approach 

Appropriately informed Employees provides 
assurance that the Organization is operating at 
the highest standards of business ethics. 

The Organization plans to adopt industry – 
standard recognized system of customer and 
data privacy and security audit, including the 
validation of its viability to ensure its 
compliance to all applicable local and 
international customer and data privacy laws, 
rules, and regulations. 
 
The Organization further plans to adopt the 
most suitable and most effective customer and 
data privacy and security training programs.  

 
The policy(ies) of the Organization on customer privacy is embedded in its 2017 Manual on 
Corporate Governance 
(https://tkcmetals.com.ph/sites/default/files/field/pdfpreview/2017tkcmanualofcorporategov
ernance.pdf). 
 
 
Data Security 

Disclosure Quantity Units 

No. of Data Breaches, including Leaks, Thefts, and Losses of Data 0 # 

 

What is the Impact and Where does it Occur? 
What is the Organization’s Involvement in 

the Impact? 
Management Approach 

The Organization values data privacy and 
security and takes it seriously to immediately 
address incident(s) of breach(es) to data 
privacy and security as it affects the 
confidence of the Community where the 
Organization operates. 

The Organization ensures its compliance to all 
applicable local and international customer 
and data privacy and security laws, rules, and 
regulations through the adoption of the most 
suitable and most effective industry – standard 
customer and data privacy and security 
policies and practices. 
 
The Organization plans to adopt industry – 
standard recognized system of customer and 
data privacy and security audit, as well as to 
adopt the most suitable and most effective 
customer and data privacy training programs. 
 
The Management of the Organization 
undertakes the initiative to sufficiently 
allocate required resources for the effective 
implementation of customer and data privacy 
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and security audit, as well as the adoption of 
the most suitable and most effective customer 
and data privacy and security training 
programs. 

What are the Risk/s Identified? Management Approach 

The loss of trust and confidence from the 
Organization’s Shareholders, Investors, 
Employees, Customers, Suppliers, Government 
Regulators, and the Community where the 
Organization operates due to any incidents of 
leaks, thefts, and / or losses of data affects 
the overall business reputation of the 
Organization. 

The Organization plans to adopt industry – 
standard recognized system of customer and 
data privacy and security audit to ensure its 
compliance to all applicable local and 
international customer and data privacy and 
security laws, rules, and regulations. 
 
The Management of the Organization 
undertakes the initiative to sufficiently 
allocate required resources for the effective 
implementation of customer and data privacy 
and security audit, as well as the adoption of 
the most suitable and most effective customer 
and data privacy and security training 
programs. 

What are the Opportunity/ies Identified? Management Approach 

Appropriately informed Stakeholders of the 
Organization (Shareholders, Investors, 
Employees, Customers, Suppliers, Government 
Regulators, and the Community where the 
Organization operates) provides assurance that 
the Organization is operating at the highest 
standards of business ethics. 

The Organization plans to adopt industry – 
standard recognized system of customer and 
data privacy and security audit, including the 
validation of its viability to ensure its 
compliance to all applicable local and 
international customer and data privacy and 
security laws, rules, and regulations. 
 
The Organization further plans to adopt the 
most suitable and most effective customer and 
data privacy and security training programs. 

 
The policy(ies) of the Organization on data privacy is embedded in its 2017 Manual on Corporate 
Governance 
(https://tkcmetals.com.ph/sites/default/files/field/pdfpreview/2017tkcmanualofcorporategov
ernance.pdf). 




