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The Company has filed all reports required to be filed by Section 17 of the SRC and SRC Rule 17
thereunder or Section 11 of the RSA Rule 11(a)-1 thereunder and Sections 26 and 141 of the
Corporation Code of the Philippines during the preceding 12 months. The Company has not been subject
to such filing requirements for the past 90 days.

The aggregate market value of the voting stock held by non-affiliates of the Company as of
December 31, 2019 was P6,305,546,773.45

Business and General Information

Business

Lepanto was incorporated in 1936 and until 1997 was operating an enargite copper mine located
in Mankayan, Benguet. Lepanto shifted to gold bullion production in 1997 through its Victoria Project,
and resumed copper operations in the fourth quarter of 2017. Lepanto produces gold dore and gold-
copper concentrates.

The only raw material component of Lepanto’s products is the ore that it mines. Its ore reserves,
per the attached Certification as of January 1, 2020 (Exhibit “J”), consist of 350,000 oz. of gold from the
Victoria and Teresa orebodies; and 400,000 oz. of gold and 217.08 million Ibs. of copper from the
Enargite-Quartz-Pyrite-Gold deposits, as certified by Ms. Michelle Mae F. Rafanan and Engr. Art S.
Anongos, both Competent Persons under the Philippine Mineral Reporting Code.

The Company’s revenues (100%) from 2018-2019 came solely from its sales of gold/silver dore
and gold/copper concentrates. Under the contract with Heraeus Ltd., the Company ships gold (dore) bars
to the said buyer on a weekly basis. The contract has a term of two years which is regularly renewed,
and has provisions regarding assay, manner of delivery, weighing and sampling, settlement/ payment,
pricing and refining charges.

The gold/copper concentrates were exported to smelters in Taiwan and China pursuant to
contracts with two Swiss metals traders. The said contracts are volume-based, 1000 DMT at a time, and
have provisions in respect of assay, manner of delivery, weighing and sampling, settlement/payment,
and refining and smelting charges.

There is no market competition in the industry. The gold/silver dore and gold/copper
concentrates of the Company are readily marketable. Metal prices are dictated by world market forces.

The following schedule indicates the percentage of Sales and Net Income contributed by
foreign sales in the last three years:

Percentage of Sales Contributed by Foreign Sales:

2017 2018 2019

Hongkong 66.00 21.00 21.00

Taiwan 30.00 58.00 4.00

China 4.00 21.00 75.00
100% 100% 100%



Percentage of Net Income/Loss Contributed by Foreign Sales:

2017 2018 2019
Hongkong -66.31 -20.64 (21.46)
Taiwan. -29.83 -58.44 (3.84)
China 4.45 -21.52 (75.20)
Other Income 0.59 0.60 0.50
100% -100% -100%

The Company has Environmental Compliance Certificates for its tailings storage facility 5A and
for its mineral extraction and processing operations.

Subsidiaries

SHIPSIDE, INC., based in San Fernando, La Union, was incorporated in 1958. It is engaged
principally in the hauling business and supports the hauling requirements of the parent company,
Lepanto. It has 2 flatbed and 2 dump trucks, and is a heavy user of diesoline, gasoline and tires. It also
has warehouses for lease located at Poro Point, San Fernando, La Union. Generally, Shipside is not
dependent on any single supplier for its raw material requirements, i.e., fuel and tires, and these are
readily available from a number of suppliers. In 2019, income from hauling and rentals businesses
amounted to P30,000.00 million and P6 million, respectively

The DIAMOND DRILLING CORPORATION OF THE PHILIPPINES (DDCP) was
incorporated in 1971 and is in the business of providing diamond drilling services. It services mostly
mining companies. DDCP has a ready market in Lepanto Consolidated Mining Company and affiliate
Manila Mining Corporation. Contract Revenues for 2019 amounted to P12.94 million.

LEPANTO INVESTMENT AND DEVELOPMENT CORPORATION (LIDC), incorporated in
1969, is in the insurance business. It owns 12.38% of Philippine Fire and Marine Insurance Corporation
(Philfire) and 25% of DIAMANT MANUFACTURING AND TRADING CORPORATION (DMTC), a
manufacturer of industrial diamond tools for mining exploration, marble cutting and the construction
industry. LIDC’S income is principally in the form of commissions on insurance policies of various
clients, none of whom contributes more than 10% of total revenues.

Lepanto owns 60% of FAR SOUTHEAST GOLD RESOURCES, INC. (FSGRI), another
mining company with resources in Mankayan, Benguet; the remaining 40% is owned by Gold Fields
Switzerland Holding AG (“Gold Fields”). Incorporated in 1989, FSGRI is not yet in operation. On
September 20, 2010, Lepanto entered into an Option and Shareholders’ Agreement with Gold Fields
which grants Gold Fields an option to subscribe to new shares of stock of FSGRI representing a 20%
interest in FSGRI. If the option is exercised by Gold Fields, Lepanto’s interest in FSGRI will be reduced
from 60% to 40%.

Cost and Effects of Compliance with Environmental Laws/Governmental Approvals

Lepanto complies with governmental regulations, particularly those of the Department of
Environment and Natural Resources, with respect to mining methods, disposal of waste and tailings,
rehabilitation of environment, etc. Lepanto has the approvals needed for its operations: Environmental
Compliance Certificates from the DENR for the operation of its tailings dam and for mining and3



mineral processing. It has two Mineral Production Sharing Agreements, as discussed on page 4. A total
of P187.420 million was spent for the Company’s Environmental Protection and Enhancement Program
(AEPEP) in 2019. AEPEP includes treatment of mill tailings and wastewater, rehabilitation,
reforestation and resource management. Also, P9.576 million went to Tailings Storage Facility
maintenance and management.

Research and Development Activities

During the last three years, Lepanto spent a total of P26.30 million for Research and
Development, to wit: 2017: P6.63 million; 2018, P9.19 million and 2019, P10.48.

Mining Claims
The Company’s mining properties are summarized as follows:
Mineral Production and Sharing Agreements (MPSAS)

Lepanto has two (2) Mineral Production Sharing Agreements (MPSAs), namely MPSA No.
001-90-CAR (948.9696 has.), where subsidiary FSGRI is a co-contractor, and MPSA No. 151-2000-
CAR (1,829.3565 has.), approved on March 3, 1990 and March 9, 2000, respectively, each having a
term of twenty-five (25) years, renewable for another 25 years. Mining claims subject of the said
MPSAs are located in Mankayan, Benguet where commercial mining operations are presently
undertaken. The reportorial requirements are regularly submitted by Lepanto to the Mines and
Geosciences Bureau (MGB) of the DENR to preserve the Company’s rights and privileges under the
agreements.

LCMC and FSGRI applied in June 2014 for the renewal of MPSA No. 001-90-CAR. The
renewal became subject of an arbitration case which was resolved in their favor in December 2015, but
now subject of a Petition for Review with the Supreme Court, as discussed on page 14 hereof.
Meanwhile, Lepanto continues mining operations within this MPSA.

MPSA Applications

Lepanto has two (2) MPSA Applications docketed as APSA No. 096 comprising of 1,057.1739
has. in Mankayan, Benguet and APSA No. 00004-VIII with a total area of 78.5220 has. in Villaba,
Leyte. Said applications are still pending with the MGB.

Patented Claims

Lepanto has forty-six (46) patented mining claims, which was allowed under the Phil. Bill of
1902, with a total area of 335.5179 hectares, all situated in Mankayan, Benguet. Exploration works are
ongoing in these areas.

Operating Agreements

a. APSA Nos. 063, 064 and 065 — On October 12, 1992, LCMC entered into separate Operating
Agreements with Jaime Paul B. Panganiban, June Prill Brett and Heirs of James D. Brett, registered
MPSA applicants of APSA Nos. 063, 064, and 065, respectively, all situated in Suyoc, Mankayan.
The combined total area of the subject MPSA Applications is 343.86 hectares. 4



b. APSA No. 023 — an Operating Agreement was entered into between Lepanto and Montafiosa
Mining Exploration Company (“Montafiosa”) over mining tenements located in Bontoc, Mountain
Province. On October 7, 1991, Lepanto, as mining operator of Montafiosa, filed an MPSA
Application (APSA No. 023) with the MGB-CAR. This was opposed by Mr. Delfin Comedis, et al.
which opposition has been dismissed by the Mines Adjudication Board (MAB) of DENR.
Evaluation of the application is ongoing.

c. Exploration Permit No. 2004-000003-VIIlI —Lepanto has an Operating Agreement with the
Philippine National Oil Company / Energy Development Corporation for the Leyte Geothermal
Reservation. The corresponding application for the renewal of the pertinent exploration permit,
which expired last March 19, 2006, is still pending approval by the MGB.

Employees

Lepanto has 1,832 mine-based and 61 Makati-based employees. In the Lepanto Mine Division,
there are 41 managerial employees; 370 Supervisory and Technical Staff, of whom 248 are members of
the Supervisors’ Union (LLSU); 122 clerical and technical non-union members; 1,421 rank-and-file
employees, of whom 1,225 are members of the Lepanto Local Employees’ Union or LLEU. The 28"
CBA of LLEU was executed in November 2018 and the 12" CBA of LLSU, in July 2018.

Of the 62 employees in Makati, 17 are members of the Lepanto Employees Union-Makati
(LEUM) whose CBA was renewed in July 2017 and will expire in June 30, 2020; 27 are
managerial/supervisory employees (including officers); and 18 are clerical non-union members.

Lepanto provides health card benefits to its Makati employees. Mine-based employees get free
housing and free hospitalization at the Lepanto Hospital.

Shipside has 21 employees, of whom 6 are administrative, 4 are clerical and 12 are involved in
operations. They are not subject to any CBA. There are plans to hire additional employees in the next
twelve months due to the manpower requirements of the Company’s Sawmill operations.

DDCP had 9 total employees, 2 managerial, 6 staff and supervisory, and 1 rank-and-file
employees, in 2019. After implementing a redundancy program in April 2019, the employees were
reduced to 8, with two rank-and-file, two managerial, and four supervisory employees. The employees
are not covered by any CBA.

LIDC has no employees.

FSGRI has 21 employees, comprising of 3 managerial, 9 supervisory and 9 rank-and-file
employees. The employees are not covered by any CBA.

Properties

Parent Company

The Company owns about 2,030.2 has. of land in Mankayan, Benguet, where its plants and
mining facilities are located. As discussed above, it has two (2) Mineral Production Agreements with
the Government, namely: MPSA Nos. 001-90 (for which an application for renewal is pending with the
MGB and subject of a petition with the Supreme Court) and 151-2000-CAR. 5



The Roaster Plant, which the Company owns, sits on 4.7 hectares of land which the Company
had been leasing from Mahler Holdings Corporation (“Mahler”) and National Development Corporation
(“NDC”). The area leased from Mahler, consisting of 3.1 hectares, was purchased by the Company on
December 16, 2009. The rental on the NDC property is P100,935.38 per month.

Lepanto owns two storeys of the Lepanto Building in Paseo de Roxas, Makati City, where its
principal offices are located. It also owns a 3,493 sq. meter residential property in Baguio City and 3.5
has. of commercial land in Poro Point, San Fernando, La Union. Lepanto leases a 1,789.65 sg. meter
property in Malolos, Bulacan, used for its warehouse. The lease, at the rate of P178,000 per month, is
good until 2020.

Its Machinery and Equipment located in Mankayan, Benguet, consist of the following:

Processing Plant

Tubo Shaft Complex

Power House

Machine Shop

Sandfill Tramline

Furniture and Fixtures
Foundry Shop

Assay Laboratory Equipment
Mechanical equipment
Internal Shaft at Nayak

Further, it has various automotive equipment/vehicles in Makati City, Benguet and Leyte.

Lepanto’s infrastructure include roads, rails and bridges, twin declines, undergrounds shafts,
river diversion and an airport, all located in Mankayan, Benguet. Its plants are located in Mankayan,
Benguet (gold and copper mills).

Lepanto’s assets directly utilized for the Victoria Project were mortgaged to Rothschild and
Dresdner Banks in connection with a Loan and Hedging Facilities Agreement executed in 1998. These
include the plants and other facilities used for the Victoria project. The real properties covered by the
mortgage constitutes about 1.2% of the Company’s landholdings in Mankayan, Benguet. The subject
loan has been fully repaid. It is the Company’s position that the hedging contracts with the said banks
are null and void and therefore the mortgages are likewise not effective. The Company initiated in 2005
a case for the declaration of nullity of the hedging contracts with Rothschild on the ground that they are
considered as wagering transactions under Philippine law. In a decision dated February 5, 2018, the
Regional Trial Court (“RTC”) of Makati City ruled in favor of Lepanto, declaring the subject contracts
null and void. The case is now pending with the Court of Appeals.

No acquisition of any real property is intended within the next 12 months.

Subsidiaries

Shipside has substantial properties in La Union. It owns about 19.78 hectares of land in Poro
Point, San Fernando, La Union and in Bauang, La Union, used for its hauling, warehousing, and
sawmilling businesses. It owns 2 flatbed and 2 dump trucks for its trucking/ hauling business.



DDCP owns about 17 units of drill rigs which are vital to its operations, and 5.6982 hectares of
land in Tanquigan, La Union.

LIDC’s properties consist of shares of stock in DMTC, Philfire and Manila Mining Corporation.

FSGRI is co-contractor of Lepanto in MPSA No. 001-90-CAR issued by the government on
March 3, 1990. It also co-owns with Lepanto on a 50/50 basis Tailings Pond. No. 5A located in
Mankayan, Benguet. FSGRI has applied for the partial conversion of MPSA No. 001-90-CAR into an
FTAA. Please refer to the discussion of the arbitration concerning the renewal of the said MPSA on
page 14.

Business Risks

i) Volatility of Metal Prices

The Company’s revenues are directly affected by the prices of the metals it produces, which are
gold, copper and silver. These metal prices are influenced principally by demand factors in the world
market. The prices of these metals are currently at historical highs but there is no assurance that the
upward trend will continue.

ii) Competition/ Market for Lepanto’s Products

The gold dore and gold/copper concentrates produced by Lepanto are readily marketable. The
gold is sold to Heraeus Metals of Hongkong. The gold-copper concentrates are sold to Swiss metals
traders. The Company is free to sell its metal production to other traders or smelters/refiners. Because of
the high demand for metals, there is virtually no competition in the industry and gold-silver-copper
producers may easily their products.

iii) Appreciation of the Peso vis-a-vis the US Dollar
Being a 100% exporter, the Company’s revenues are directly impacted by the appreciation of the

Philippine Peso against the US dollar. Although it has dollar denominated costs, most of the Company’s
costs and expenses are, such as labor and power, in Pesos.

iv) Risk on Environmental Legislation

Mining activities in the Philippines are monitored and highly regulated by the DENR. New
government regulations could affect the Company’s exploration or mining activities and entail
additional costs. (Please see discussion of the Order of Suspension on page 14.)

(v) Fuel Prices

A subsidiary, Shipside Incorporated, is in the hauling business and its revenues are affected by
fuel prices. Hauling rates are adjusted to cushion the impact of price changes.



Market for Registrant’s Common Equity and Related Matters

Lepanto’s shares of stock are listed on the Philippine Stock Exchange. Following are the
quarterly prices of Lepanto securities for 2018-2019 and as of June 26, 2020:

Lepanto “A” (P/share)

1018  20Q18 3Q18 4Q18 1Q19 2Q19 3Q19 4Q19 26 June 2020
Low 0.145 0.128 0.111 0.104 0.120 0.115 0.105 0.091 0.088
High 0.147 0.129 0.115 0.112 0.122 0.120 0.108  0.097 0.092
Lepanto “B” (P/share)
1018  2Q18 3Q18 4Q18 1Q19 2Q19 3Q19 4Q19 26 June 2020
Low 0.153 0.127 0.111 0.113 0.153 0.127 0.111 0.113 0.091
High 0.153 0.128 0.120 0.115 0.118 0.129 0.110 0.101 0.093

Securities, Shareholders and Public Ownership

As of June 16, 2020, there were a total of 27,252 shareholders; 22,526 shareholders holding
Common “A” shares, or 86.20% of total shareholders; and 5,226 shareholders with Common “B” shares,
or 13.80% of total. As of the same date, Total Public Ownership constituted 84.64% of the outstanding

shares.

Top 20 “A” and “B"" Stockholders of the Company (as of June 16, 2020)

Name of Stockholder Class "A" %
1 F. Yap Securities, Inc. 13,928,108,294 34.98
2 First Metro Investment Corp. 2,550,682,926 6.41
3 Philex Mining Corporation 2,164,240,810 5.43
4 F. Yap Sec., Inc. A/IC #CPHC-2 362,240,169 0.91
5 F. Yap Sec., Inc. A/C #CPHC-3 337,989,616 0.85
6 Felcris Hotels & Resorts 310,000,000 0.78
7 F.Yap Sec., Inc. A/IC #CPHC-1 301,859,763 0.76
8 Coronet Property Holdings Corp 277,556,566 0.70
9 Emma Yap 242,838,706 0.61
10 Bryan Yap 175,915,571 0.44
11 First Metro Investment Corp. 169,762,500 0.43
12 Paulino Yap 155,062,032 0.43
13 Pacita K. Yap 117,176,650 0.29
14 Christine Yap 116,620,522 0.29
15 Felipe U. Yap 86,063,611 0.22
16 Manila Mining Corporation 65,870,000 0.17
17 Arlene King Yap 40,000,000 0.10
18 Christine Karen Uy Yap 40,000,000 0.10
19 Fausto R. Preysler Jr. 38,222,363 0.10
20 F. Yap Securities, Inc. A/C No. PKY-89 30,942,477 0.08



Name of Stockholder Class "B" %

1 F. Yap Securities, Inc. 8,326,090,030 31.38
2 F. Yap Securities, Inc. 3,761,979,349 14.18
3 F. Yap Securities, Inc. A/C 521 1,343,773,000 5.06
4 F. Yap Securities, Inc. A/C 1411 1,129,238,161 4.26
5 F. Yap Securities, Inc. A/C 5217 1,020,000,000 3.84
6 First Metro Investment Corp. 799,642,268 3.01
7 F. Yap Securities, Inc. A/C 5218 669,905,750 2.64
8 Coronet Property Holdings Corp 447,665,860 1.69
9 F. Yap Securities A. S 218,404,905 0.82
10 YHS Holdings Corporation 87,758,339 0.33
11 Felipe U. Yap 54,643,386 0.21
12 Chase Leonard So Yap 50,000,000 0.19
13 David Go Securities Corp. 45,604,103 0.17
14 Luis L. and Teresa M. Oh, Trustees Luis Oh 24,365,714 0.09
and Teresa Oh Trust Oh
15 Emma Yap 24,313,091 0.09
16 F. Yap Sec., Inc. A/C No. 87-EU 23,014,545 0.09
17 Kathy Sue Trout 22,619,631 0.09
18 F. Yap Sec., Inc. A/C #PKY-89 20,577,792 0.08
19 F. Yap Sec., Inc. A/C #BSUY 20,302,971 0.08
20 Felcris Realty Investment Corp. 19,769,688 0.07

Submission of Matters to a VVote of Security Holders

No matter was submitted during the fourth quarter of 2019 to a vote of security holders.
Recent Sales of Unregistered or Exempt Securities

On July 17, 2017, the parent company’s Board of Directors approved the offer of 7,007,384,282
Class “A” shares and 4,671,583,606 Class “B” shares, or 1 share for every 4.685 shares held by
shareholders as at November 6, 2017 from the parent company’s unissued capital stock at the offer price of
B0.15 per share. The offer of shares was exempt from registration. A total of 11,678,967,888 shares were
sold during the Offer Period, December 4 to 8, 2017, in connection with the said offer.

Dividends Policy

Dividends may be declared out of the unrestricted retained earnings of the Company, which may
be in the form of cash or stock to all stockholders on the basis of outstanding shares held by them as of
the record date fixed by the Company in accordance with existing laws and rules. Any cash dividends
due on delinquent stock shall first be applied to the unpaid balance on the subscription plus costs and
expenses, while stock dividends shall be withheld from the delinquent stockholder until his unpaid
subscription is fully paid: Provided, That no stock dividends shall be issued without the approval of
stockholders representing not less than two-thirds (2/3) of the outstanding capital stock at a regular or
special meeting duly called for the purpose. (Section 43, Corporation Code).



Independent Public Accountant

In October 2006, Sycip Gorres Velayo & Co. (“SGV”) was designated by the Board as the
Company’s independent public accountant. There has not been any disagreement between the Company
and said accounting firm with regard to any matter relating to accounting principles or practices,
financial statement disclosure or auditing scope or procedure. Mr. Jaime F. del Rosario was the
certifying partner from 2007 to 2011 and 2014-2017. In compliance with SRC Rule 68(30) (b) (iv), Ms.
Eleanore A. Layug took over as certifying partner in 2012 and 2013, and again for the 2018 and 2019
financial statements.

Representatives of SGV will be present at the Annual Meeting on July 27, 2020 to give
statements in response to queries on issues they can shed light on.

SGV is being recommended for re-appointment as external auditor of the Company.

Audit and Audit Related Fees

For the audit of the financial statements for the year 2018, SGV & Co. billed the Company the
sum of P3,460,000. The same amount was agreed for the audit of the 2019 financial statements.

SGV & Co. was engaged to review the utilization of the proceeds of the Company’s 1:4.685
SRO in 2017 pursuant to the PSE’s conditions for listing. They were paid P40,000 for the engagement.

Audit Committee’s Approval Policies and Procedures

Prior to the commencement of audit services, the external auditors submit their Audit Plan to the
Audit Committee, indicating the applicable accounting standards, audit objectives, scope, approvals,
methodology, needs and expectations and timetable, among others. A presentation on the same Plan is
made by the external auditors before all the members of the Committee. All the items in the Plan are
considered by the Committee, along with industry standards, in approving the services and fees of the
external auditors. The Audit Committee is composed of: Atty. Ray C. Espinosa, Committee Chairman
and an independent director; and Atty. Ethelwoldo E. Fernandez and Mr. Cresencio C. Yap, members.

The Committee revised its charter in 2012 to conform to SEC Memorandum Circular No. 4,
Series of 2012.

Directors and Executive Officers of the Company

Directors (with term of office of one year) Age Citizenship  Period Served
FELIPE U. YAP 83 Filipino Since 1975
BRYAN U. YAP 47 -do- Since 1997
DOUGLAS J. KIRWIN 69 Australian Since 2017
RAY C. ESPINOSA (Independent) 63 Filipino Since 2005
MARILYN V. AQUINO 64 -do- Since 2012
ETHELWOLDO E. FERNANDEZ 92 -do- Since 2007
REGIS V. PUNO 62 -do- Since 2016
VAL ANTONIO B. SUAREZ (Independent) 61 -do- Since 2011

CRESENCIO C. YAP 74 -do- 2000-2004; 2006 to present 10



Executive Officers Citizenship Position

FELIPE U. YAP Filipino Chairman of the Board and
Chief Executive Officer since 1988
BRYAN U. YAP -do- President/Chief Operating Officer since
March 2003
RAMON T. DIOKNO -do- Chief Finance Officer since April 2008
MA. LOURDES B. TUASON -do- Vice President/Treasurer since 1995
ETHELWOLDO E. FERNANDEZ -do- Corporate Secretary since 2000
RENE F. CHANYUNGCO -do- Vice President since 1997
ABIGAIL K. YAP -do- Vice President-Tech. & Planning since 1999
ODETTE A.JAVIER -do- Vice President since Feb. 20, 2006/
Asst. Corp. Secretary since 1993
PABLO T. AYSON, JR. -do- Vice President-Mining Claims since Dec.18,
2006
THOMAS S. CONSOLACION -do- Vice President and Resident Manager since
August 1, 2014
KNESTOR JOSE Y. GODINO -do- Vice President for Human Resource since
June 2015
CHERRY H. TAN -do- Asst. Vice President-Purchasing since
July 1, 2004

Business Experience in the Last Five (5) Years

Mr. Felipe U. Yap became the Chairman of the Company in 1988. He is likewise the Chairman
and Chief Executive Officer of Manila Mining Corporation and of Far Southeast Gold Resources, Inc.
He is the Chairman of the Board of Kalayaan Copper-Gold Resources, Inc. and Zeus Holdings, Inc. and
Vice Chairman of Ayala Land Logistics Holdings Corporation. Mr. Yap is a director of, among others,
Manila Peninsula Hotel, Inc. and Philippine Associated Smelting and Refining Corp. (PASAR). Mr. Yap
was the Chairman of the Board of the Philippine Stock Exchange from March 2000 to March 2002.

Mr. Bryan U. Yap has been the President and COO of the Company since 2003 and of Manila
Mining Corporation since 2011. He is also the President of Kalayaan Copper-Gold Resources, Inc.;
Lepanto Investment and Development Corporation (LIDC); Shipside, Inc.; Diamond Drilling
Corporation of the Philippines and Diamant Manufacturing and Trading Corporation (DMTC). He is
also a director and Vice Chairman of Far Southeast Gold Resources, Inc.

Atty. Marilyn V. Aquino has been a member of the board of Philex Mining Corporation since
December 2009 and of PXP Energy Corporation since 2013. She was a partner of the law firm Sycip
Salazar Hernandez & Gatmaitan until June 2012 when she joined First Pacific Company Limited as
Assistant Director. She is now the Chief Legal Counsel of PLDT.

Atty. Ray C. Espinosa is the president of the Manila Electric Company (MERALCO) and a
Director of Philippine Long Distance Telephone Company (“PLDT”), Meralco PowerGen Corporation,
Metro Pacific Investment Corporation and Roxas Holdings, Inc., among many others. He is also the
President and Director of Mediaquest Holdings, Inc. He is the vice chairman and a trustee of the
Beneficial Trust Fund of PLDT.
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Atty. Ethelwoldo E. Fernandez rejoined the Company as Corporate Secretary in 2001, the same
year he was reappointed Corporate Secretary and elected director of Manila Mining Corporation. He is
also a director of Far Southeast Gold Resources, Inc.

Mr. Douglas John Kirwin was the Exploration Manager of Ivanhoe Mines from 1995 (when it
was known as Indochina Goldfields Ltd) until 2012. He was the Vice President of the Society of
Economic Geology from 2009 to 2011, where he continues to serve as an honorary lecturer. He is now
semi-retired with a part time consulting business. He has been a Director of Manila Mining Corporation
since 2014 and of Zeus Holdings, Inc. since 2017.

Atty. Regis V. Puno is currently the Vice Chairman of Metrobank Card Corporation and Special
Legal Counsel to the Metrobank Group. He was a Senior Partner at Puno & Puno Law Offices until his
retirement in 2018. He was formerly an Undersecretary of the Department of Justice.

Atty. Val Antonio B. Suarez is the Managing Partner of Suarez and Reyes Law Offices. He also
serves as independent director of Filinvest Development Corporation and Filinvest Land, Inc. Atty.
Suarez was the President and Chief Executive Officer of the Philippine Stock Exchange (PSE) and the
Securities Clearing Corporation of the Philippines in 2010.

Mr. Cresencio C. Yap is the Chairman of the Rural Bank of Tagum (Davao del Norte) and
General Manager of the Felcris Supermarket and Central Warehouse Club in Davao City.

Mr. Ramon T. Diokno rejoined the Company as CFO effective April 1, 2008. He held that same
position from 1985 to 1996. Mr. Diokno is a member of the Board of Directors of Alcantara
Consolidated Resources, Inc. He is also the CFO of the Diamond Drilling Corporation of the Philippines
(DDCP), LIDC and DMTC.

Ms. Ma. Lourdes B. Tuason is also the Assistant Treasurer of Manila Mining Corporation and of
Far Southeast Gold Resources, Inc. and Treasurer of Shipside, Inc., DDCP and LIDC. She is a Vice
President and director of DMTC, Inc. and is a director also of LIDC and Shipside, Inc.

Mr. Rene F. Chanyungco is also a director of Manila Mining Corporation, of Far Southeast Gold
Resources, Inc. and of Kalayaan Copper Gold Resources, Inc. He is the Senior Vice President-Treasurer
of Manila Mining Corporation and Vice President of LIDC.

Ms. Abigail Y. Ang, Vice President for Technology and Planning, is also the Chief Executive
Officer of Yapster e-Conglomerate, Inc.

Atty. Odette A. Javier has been the Company’s Assistant Corporate Secretary since 1993. She
was promoted to Vice President-Assistant Corporate Secretary on February 20, 2006. She is also the
Company’s Chief Information Officer and the Assistant Corporate Secretary of Manila Mining
Corporation and Far Southeast Gold Resources, Inc. She is a Director of Zeus Holdings, Inc. and LIDC.

Atty. Pablo T. Ayson, Jr. was appointed Vice President in December 2006. He is also a vice
president of Manila Mining Corporation and Far Southeast Gold Resources, Inc. and a director of Zeus
Holdings, Inc. and Kalayaan Copper-Gold Resources, Inc.

Mr. Knestor Jose Y. Godino joined the company as Group Manager for Administrative Services
of the Lepanto Mine Division in 2006. He was promoted to Asst. Vice President for Human Resource12



and Administration in 2011, and to Vice President for Human Resource and Administration in 2015. He
is also the Asst. Vice President for Human Resource of Manila Mining Corporation.

Ms. Cherry H. Tan joined the Company as Purchasing Manager in 1998. She was promoted to
Assistant Vice President in 2004.

Significant Employees

There are no significant employees expected to contribute significantly to the business other
than the executive officers.

Family Relationships

Mr. Bryan U. Yap, Director and President, is the son of the Chairman and Chief Executive
Officer, Mr. Felipe U. Yap. Mr. Cresencio C. Yap is a brother of the Chairman while Ms. Abigail Y.
Ang is his niece.

Involvement of the Company or its Directors and Officers in Certain Legal Proceedings

None of the directors and officers were involved during the past five (5) years in any bankruptcy
petition. Neither has any director or officer been convicted by final judgment in any criminal
proceeding, or been subject to any order, judgment or decree of competent jurisdiction, permanently or
temporarily enjoining, barring, suspending, or otherwise limiting their involvement in any type of
business, securities, commodities or banking activities, nor found in an action by any court or
administrative bodies to have violated a Securities or Commodities law.

There are pending material legal proceedings involving the Company, to wit:

Lepanto vs. NM Rothschild & Sons (Australia) Ltd. (Civil Case No. 05-782)

The Company initiated in 2005 a case for the declaration of nullity of forward gold contracts
with Rothschild to sell 97,476 ounces of gold on the ground that they are considered as wagering
transactions under Philippine law. In a decision dated February 5, 2018, the Regional Trial Court
(“RTC”) of Makati City ruled in favor of Lepanto, declaring the subject contracts null and void. The
case is now pending with the Court of Appeals.

In re an Arbitration between Lepanto Consolidated Mining Company (LCMC) and Far
Southeast Gold Resources, Inc. (FSGRI) and the Republic of the Philippines, represented
by the Department of Environment and Natural Resources (DENR)

LCMC and FSGRI applied in June 2014 for the renewal of MPSA No. 001-90-CAR. An issue
arose as to the applicability of certain provisions of the Indigenous Peoples’ Rights Act to such renewal,
which issue has been submitted to arbitration. Pending and in connection with the arbitration
proceedings, LCMC and FSGRI (Petitioners) filed a petition for interim reliefs with the Regional Trial
Court. On 18 March 2015, the court issued a writ of preliminary injunction, enjoining the respondents
DENR, MGB, NCIP and the NCIP Regional Hearing Office- CAR from performing any acts that would
(a) disrupt, disturb or impede the operations of Petitioners in the area covered by the MPSA,; and acts
that would (b) hinder, prevent or delay the Petitioners from exercising their rights and/or from
discharging their obligations under the MPSA in any manner whatsoever, until such time that a final13



and executory award is issued with respect to the arbitration proceedings commenced by the Petitioners;
and directing the respondents to perform all acts necessary and proper to maintain and protect the
validity and/or enforceability of the Petitioners’ vested rights under the MPSA during the pendency of
the arbitration proceedings. In a final award dated November 27, 2015, the Arbitral Tribunal ruled that
the Free and Prior Informed Consent (FPIC) and Certification Precondition may not be validly imposed
as requirements for the renewal of MPSA 001-90, and the latter should be renewed under the same terms
and conditions, without prejudice to changes mutually agreed upon by the parties. In a Decision dated
April 30, 2018, the Court of Appeals affirmed the final award of the Arbitral Tribunal. The Republic
has elevated the matter to the Supreme Court.

Should the case be finally resolved in favor of LCMC and FSGRI, then the renewed MPSA shall
be issued by the DENR. Otherwise, LCMC and FSGRI will have to seek the FPIC and Certification
Precondition from the IPs/National Commission on Indigenous Peoples.

Lepanto vs. Regina Paz L. Lopez in her capacity as DENR Secretary

Lepanto received on February 14, 2017 an Order of Suspension from Secretary Lopez alleging
that Lepanto had violated “certain provisions” of the EIS Law, the Philippine Mining Act, DAO No.
2010-21, and DAO No. 2000-98. On the same date, Lepanto filed a Notice of Appeal with the Office of
the President (OP) pursuant to Administrative Order No. 22, Series of 2011, which filing effectively
stayed the execution of the Order. Lepanto filed its Memorandum on Appeal with the OP a month later.
In a decision dated October 12, 2017, the OP provisionally lifted the Suspension Order subject to the
following conditions: (i) Lepanto is given six months from receipt of the decision to implement
appropriate mitigating measures and ordered to pay fines of P27,275 to the Mines and Geosciences
Bureau and P100,000 to the Environmental Management Bureau; and (ii) The appropriate agency of the
DENR s directed to conduct a monthly inspection on Lepanto’s compliance with the decision and to
submit a monthly report to the Office of the President regarding the progress of the corrective measures.
Lepanto has paid the fines and complied with the said decision.

Related Party Disclosures

Related party relationships exist when one party has the ability to control, directly or indirectly
through one or more intermediaries, the other party or exercise significant influence over the other party
in making financial and operating decisions. Such relationships also exist between and/or among
entities which are under common control with the reporting enterprise, or between and/or among the
reporting enterprise and their key management personnel, directors, or its stockholders.

The Parent Company has a Board-approved Material Related Party Transactions (Material
RPTs) Policy defining Material RPTs and setting forth the approval procedure for the same in
compliance with the requirements of Revised SRC Rule 68 and SEC Memorandum Circular 10, series of
2019.

Under the said policy, Material RPTs, that is, transactions which, either individually, or in
aggregate over a twelve (12)-month period with the same related party, amount to at least ten percent
(10%) of the Company's consolidated total assets based on its latest audited financial statements, need to
be approved by at least a two-thirds (2/3) vote of the board of directors prior to execution.
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Intercompany transactions are eliminated in the consolidated financial statements. The Group’s
related party transactions, which are under terms that are no less favorable than those arranged with third

parties, are as follows:

2019
Amount/ Outstanding
Volume Balance Terms Conditions
Subsidiaries
Receivables
DDCP B- B144,695 On demand; noninterest-bearing  Unsecured, no impairment,
and collectible in cash not guaranteed
LIDC 225 89,721 On demand; noninterest-bearing  Unsecured, no impairment,
and collectible in cash not guaranteed
Advances
FSGRI - 94,140 On demand; noninterest-bearing  Unsecured, no impairment,
and collectible in cash not guaranteed
Payables
DDCP - - On demand; noninterest-bearing  Unsecured, not guaranteed
and collectible in cash
Sl 15,381 (166,585) On demand; noninterest-bearing  Unsecured, not guaranteed
and collectible in cash
FSGRI 2,749 (1,344) On demand; noninterest-bearing  Unsecured, not guaranteed
and collectible in cash
Rental
FSGRI 2,274 - Noninterest-bearing and normally  Unsecured, not guaranteed
settled on 30-day term
Services
SI 2,664 - Noninterest-bearing and normally  Unsecured, not guaranteed
settled on 30-day term
2018
Amount/  Outstanding
Volume Balance Terms Conditions
Subsidiaries
Receivables
DDCP 258,900 B£108,630 On demand; noninterest-bearing Unsecured, no impairment,
and collectible in cash not guaranteed
LIDC 389 89,496 On demand; noninterest-bearing ~ Unsecured, no impairment,
and collectible in cash not guaranteed
Sl 29,872 - On demand; noninterest-bearing ~ Unsecured, no impairment,
and collectible in cash not guaranteed
Advances
FSGRI - 94,140 On demand; noninterest-bearing Unsecured, no impairment,
and collectible in cash not guaranteed
Payables
DDCP (144,586) - On demand; noninterest-bearing Unsecured, not guaranteed
and collectible in cash
Sl (38,025) (151,204) On demand; noninterest-bearing Unsecured, not guaranteed
and collectible in cash
FSGRI 3,502 (4,093) On demand; noninterest-bearing Unsecured, not guaranteed
and collectible in cash
Rental
Sl 1,818 - Noninterest-bearing and normally Unsecured, not guaranteed
settled on 30-day term
Services
DDCP 147,537 - Noninterest-bearing and normally Unsecured, not guaranteed

settled on 30-day term
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2018

Amount/  Outstanding
Volume Balance Terms Conditions
Sl 29,923 - Noninterest-bearing and normally Unsecured, not guaranteed
settled on 30-day term
Other Expense
Sl 2,012 - Noninterest-bearing and normally Unsecured, not guaranteed

settled on 30-day term

a. Inthe normal course of business, the Group grants and receives advances to and from its
associates and stockholders, which are considered related parties.

The corresponding receivables and payables arising from the said transactions, including
operational support as at December 31, 2019 and 2018 are as follows:

2019
Amount/ Outstanding
Volume Balance Condit
Associates
Receivable:
DMTC B3,254 B3,254 On demand; noninterest-bearing Unsecured, no
and collectible in cash impairment, not
guarante
Payables:
On demand; noninterest-bearing Unsecured, no
and collectible in cash impairment, not
DMTC (Note 13) 1,198 (16,606) guarante
On demand; noninterest-bearing Unsecured, no
and collectible in cash impairment, not
MMC (Note 13) - (31,218) guarante
Advances:
MMC (Note 11) 6,426 4,874 Noninterest-bearing and normally Unsecured, no
settled on 30-day term impairment, not
guaranteed
Stockholders
Payables:
Various (Note - (56,083) Noninterest-bearing and Unsecured,
13) are normally settled in cash no guarantee
on 30-day term
2018
Amount/  Outstanding
Volume Balance Terms Conditions
Associates
Receivable:
On demand; noninterest-bearing Unsecured, no impairment,
DMTC B- B2 and collectible in cash not guaranteed
Payable:
On demand; noninterest-bearing Unsecured, no impairment,
DTMC (Note 13) - (15,890) and collectible in cash not guaranteed
Advances:
MMC (Note 11) 62,748 2,612 Non-interest bearing and normally Unsecured, no impairment,

settled on 30-day term

not guaranteed

Stockholders
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Payables:
Various (Note 13) - (56,084) Noninterest-bearing and Unsecured,
are normally settled in cash no guarantee
on 30-day term

b. On April 17, 2000, the Parent Company entered into a Trust Agreement with LIDC for the latter
to serve as a second trustee for the Parent Company’s retirement fund.

On March 31, 2003, the Parent Company entered into a separate Trust Agreement with LIDC
whereby the latter ceased to be the second trustee of the Plans and instead to become the
principal trustee. Prior to the Trust Agreement, the actual disbursements of the fund for the
Plans, or payments to the retiree or beneficiaries, had been the responsibility of a local bank as
the principal trustee. The Parent Company has decided to terminate the services of the local
bank and consolidated to LIDC the administration of the Plans.

The carrying amount and fair value of the retirement fund amounted to P478,881 and P295,349
as at December 31, 2019 and 2018, respectively (see Note 17).

The retirement fund consists of cash in banks, short-term investments, investments in quoted
and unguoted equity securities which accounts for 0.52% and 87.12% and 8.06% and 4.30% of
the trust fund, respectively, as at December 31, 2019 (see Note 17).

The voting rights on the shares of stock rest on the trustees of the retirement fund, who are also
the key management personnel of the Parent Company.

The Group made contributions to the trust fund amounting to P =72,399 and P =81,213 in 2019
and 2018, respectively (see Note 17).

c. Compensation of key management personnel are as follows:

2019 2018 2017

Short-term benefits £51,100 £51,100 £51,000
Post-employment benefits 13,200 13,200 10,100
P64,300 P64,300 P61,100
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Summary Compensation Table

Bonus (13™ month
2018 Total Basic Salary in the case of Others
(All Cash) executive officers)

Felipe U. Yap, Chairman )
Bryan U. Yap, President ) P34.6 million P31.9 million P2.7 million -0-
Ramon T. Diokno, CFO )
Thomas S. Consolacion, VP &)
Resident Manager )
Ma. Lourdes B. Tuason, Vice )

Pres./Treasurer )
All officers and directors P51.2 million P45.3 million P5.9 million -0-

2019 (Total)
Felipe U. Yap, Chairman )
Bryan U. Yap, President )
Ramon T. Diokno, CFO ) P34.6 million P31.9 million P2.7 million -0-
Ma. Lourdes B. Tuason, )
V/P.[Treasurer )
Rene F. Chanyungco, VP )
All officers and directors P51.2 million P45.3 million P5.9 million -0-
2020 (Estimate)

Executive officers listed above P34.6 million P31.9 million P2.7 million -0-
All officers and directors P51.2 million P45.3 million P5.9 million -0-

Compensation of Directors/Committee Members

Directors are paid a per diem of P10,000.00 each for attendance of every regular or special
meeting in accordance with the Corporation’s By-Laws. For committee meetings attended, non-
executive member-directors are paid a per diem of P5,000.00 to P10,000.00 each.

Voting Trusts and Change in Control

There are no voting trusts involving the Company’s shares nor has there been any change in the
control of the Company in the last five (5) years.

Pension Plan

The Parent Company has a funded, noncontributory, defined benefit retirement plans covering
substantially all regular employees while DDCP and Shipside, Inc. have unfunded benefit retirement
plans. Benefits are dependent on the years of service and the respective employee’s compensation. The
defined retirement benefit obligation is determined using the projected unit credit method. There was no
plan termination, curtailment or settlement for the years ended December 31,2019, 2018, and 2017.

Warrants, Options, Compensation Plans, Issuance or Modification of Securities

Under the share-based plan, the Company’s officers and employees and those of its subsidiaries
may be granted options to purchase shares of stock of the Company. The aggregate number of shares to
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be granted under the plan should not exceed five percent (5%) of the total number of shares of the
Company’s outstanding capital stock.

An individual may be granted an option to purchase not more than five percent (5%) of the total
number of shares set aside at the date of the grant and may exercise the option up to a maximum of
twenty percent (20%) of the total number of option shares granted per year. Options are valid for five (5)
years and are exercisable from the date of the approval of the grant by the SEC.

The last award, the 17th Stock Option Award, expired on January 30, 2013.

*Security Ownership

Security Ownership of Certain Record and Beneficial Owners

Owners of more than 5% of the Company’s securities as of Junel6, 2020 (other than PCD) were

as follows:
Title of Name/Address of Record Owner Name of Citizenship A/B % Total %
Class Beneficial Owner/ Shareholdings Shareholdings
Relationship to Issuer
A&B *F. Yap Securities, Inc. F. Yap Securities, Filipino 13,928,108,294 | 34.98 | 24,616,899,562 | 37.09
U-2301 & 2302, 23/F, PSE Centre, Inc./ Principal 10,688,791,233 | 40.25
Exchange Rd.,Ortigas Center, Stockholder
Pasig City
A&B ** First Metro Investment Corp. First Metro Filipino 2,720,445,426 6.83 3,520,087,701 5.30
Makati City Investment Corp./ 799,642,268 3.01
Principal Stockholder
A ***Phijlex Mining Corporation, Philex Mining 2,164,240,810 5.43 2,167,735,824 3.27
Brixton St., Pasig City Corporation/ Filipino 3,494,999 0.01
shareholder

Equity Ownership of Foreigners

As of June 16, 2020, none of the “A” shares and 13.80% of the “B” shares were held by
foreigners.

Security Ownership of Management (June 16, 2020)

Title of Beneficial Owner Amount and Nature of Percent of
Class (Directly Owned) Position Beneficial Ownership (A/B) | Citizenship Classes (A/B)
A&B Felipe U. Yap Chairman of the Board 254,161,744 /134,355,552 Filipino 0.64/ 0.51
A&B Bryan U. Yap Director / President 970,846,692 / 50,107,284 -do- 2441/ 0.19
B Marilyn V. Aquino Director 23,440,591 / 13,515,060 -do- 0.06/0.05
A& B Douglas John Kirwin Director 1 Australian nil
A&B ***Ray C. Espinosa Director 1,213,447/ 500,000 -do- nil
A&B Ethelwoldo E. Fernandez Director/Corp. Sec. 1,697,900 / 983,659 -do- 0.01/nil
A&B Regis V. Puno Director 10,000 - -do- nil
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A&B ***\/al Antonio B. Director 1 -do- nil
Suarez
A&B Cresencio C. Yap Director 12,813,538/ 22,332,961 -do- 0.03/0.11
A Ramon T. Diokno Chief Finance Officer 953,183 / 333,066 -do- Nil
A&B Ma. Lourdes B. Tuason Vice Pres./Treasurer 23,991,732/ 16,328,419 -do- 0.06 /0.06
A&B Odette A. Javier Vice Pres./Asst Corp Sec 11,965,525 / 5,688,130 -do- 0.03/0.02
A&B Rene F. Chanyungco Vice President 3,882,141 / 4,568,095 -do- 0.01/0.02
A&B Abigail Y. Ang Vice President 6,913,351/ 8,542,361 -do- 0.02/0.03
A&B Pablo T. Ayson, Jr. Vice President 866,516 / 2,720,074 -do- 0.00/0.01
A&B Cherry H. Tan Asst. Vice President 4,662,880 / 3,130,959 -do- 0.012/0.012
A&B Knestor Jose Y. Godino Vice Pres./HR 989,090 / 659,693 -do- nil
A&B Aggregate as a group 1,318,408,331 / 263,765,314 3.31/1.00
* - Power to dispose of shares is vested in: F. Yap Securities - Pacita K. Yap; Voting rights/proxies
for F. Yap Securities have been granted to Mr. Felipe U. Yap.
** - Power to dispose of shares is vested in their respective Board of Directors; Voting rights/proxies
have been granted to: Atty. Regis V. Puno.
*** - Power to dispose of shares vested in the Board of Directors of Philex Mining Corporation;
Voting rights/ proxies have been granted to Marilyn V. Aquino.
**** - Independent Directors

There is no arrangement which may result in a change in the control of the Company and there
has been no such change since January 2019.

Plan of Operation for 2020

In view of the favorable gold price, Lepanto is presently focusing on gold dore production from its
Victoria and Teresa deposits. Exploration drilling continues, targeting extensions of the said deposits.
Meantime, the carbon-in-pulp plant is undergoing rehabilitation to improve gold and silver recoveries.

Management’s Discussion and Analysis of Financial Condition
and Results of Operations for 2019, 2018 & 2017

2019

Consolidated revenues decreased by 3% from P2.12 billion in 2018 to P2.05 billion. Consolidated net
loss was P1,027 billion versus last year’s loss of P775.0 million as explained below.

MINING OPERATIONS

Metal sales decreased slightly from P2.1 billion to P2.04 billion this year. Gold production decreased to
25,958 o0z. from last year’s 28,147 oz. due to the lower gold grade, 1.68 g/t vs. 2.03 g/t. Silver
production decreased to 86,888 oz. from 87,365 0z. Copper production decreased from 3,171,060 Ibs to
2,912,623 Ibs. Average gold price went up from US$1,261.59/0z. to US$1,381.21/0z. and silver price,
from US$15.65/0z. to US$16.05/0z. Average copper price dropped from US$2.96/Ib to US$2.72/1b.
The Peso was stronger vs. the US$, 51.84/ US$1 compared with last year’s P52.72/ US$1.
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Mine deliveries increased from 564,601 tonnes to 685,779 tonnes; total mine cost however decreased by
P102.8 million as the development cost (which in prior years was immediately expensed) was
amortized. Milling cost increased by £35.0 million as milled tonnage increased by 18%. Production tax
decreased by P3 million due to the lower gold production. Depreciation rose by P6.1 million due to the
mill retrofit project. Marketing expenses increased by P0.93 million in relation to the marketing,
handling and assaying of copper — gold concentrate.

Administration costs remained flat at P 166.0 million.

Other income totaled P4.0 million from sale of by - products, compared with last year’s 5.0 million
representing sale of scrap.

Net loss amounted to P977.8 million against last year’s net loss of P800 million.
BALANCE SHEET MOVEMENTS

Cash on hand and in banks decreased to P62.6 million from P123.6 million on account of capital
expenditures and exploration and payment of borrowings. Receivables went up to P71.1 million from
P42.3 million. Parts and supplies inventories decreased to P524.5 million from P585.9 million due to
decrease in materials and supplies requirement and the increase in allowance for obsolescence of a
subsidiary. Advances to suppliers and contractors went up to P225.9 million from $206.0 million.

Assets-For-Sale (AFS) decreased to P161.9 million from P212.0 million mainly due to disposal of
financial assets. Other current assets increased to P938.4 million from P780.3 due to prepaid and
unamortized development cost.

Trade Payables and Accrued Expenses increased to £1,780.0 million from P1,382.1 million on account
of materials and supplies purchased. Short-term and long-term borrowings decreased by $40.0 million
and P14.2 million, respectively, due to loan settlements. Income tax payable increased to P0.6 million
from P0.4 million in relation to income earned by a subsidiary.

Retirement benefit liability went up by P0.79 million to 1,205.8 million following a re-measurement of
the retirement liability.

Re-measurement loss on retirement liability was P4.7 million compared with a gain of P41.0 million last
year due to a change in actuarial assumption pursuant to Philippine Accounting Standards 19.
Unrealized gain on AFS financial assets decreased to P58.6 million from P61.3 million due to the sale of
a financial asset. A gain of 23.0 million from the sale of AFS was recognized in the Retained Earnings
pursuant to PFRS 9 on Financial Instruments. Deficit climbed to 5.17 billion from P4.18 billion on
account of the consolidated loss for the year.

CAPITAL EXPENDITURES
Total capital expenditures for the year reached 873.4 million consisting of: mine development, 287.5

million; mine exploration, P310.6 million; TSF 5A maintenance, P7.7 million; and machineries,
equipment and other depreciable assets, P267.6 million.
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SUBSIDIARIES
Net Income is the key performance indicator used for the subsidiaries.
DIAMOND DRILLING CORPORATION OF THE PHILIPPINES (DDCP)

Gross revenue decreased by 92.1% to P12.9 million as there were no drilling projects during the first
three quarters of 2019. A net loss of P47.5 million was incurred versus last year’s net income of P25.2.

LEPANTO INVESTMENT AND DEVELOPMENT CORPORATION (LIDC)

Lepanto Investment and Development Corporation reported a net loss of P0.16 million compared with
last year’s net loss of P0.31 million.

SHIPSIDE, INCORPORATED (SSI)

Total revenue increased to P37.1 million from P35.9 million last year. SSI posted a net income of £3.3
million, up from last year’s P2.9 million.

FAR SOUTHEAST GOLD RESOURCES, INC. (FSGRI)

This year’s net income amounted to P0.68 million compared to last year’s P4.2 million on account of
scrap sales.

2018

Consolidated revenues rose 31% to P2.12 billion from P1.62 billion in 2017. Net loss was
P774.97 million versus last year’s loss of P948.61 million as explained below.

MINING OPERATIONS

Metal sales improved by 34% to P2.1 billion from the previous year’s P1.6 billion. Gold
production increased to 28,147 ounces (0z.) from 23,290 oz. the previous year. Silver production
increased to 87,365 oz. from 54,649 oz. Copper production increased to 3,171,060 lbs from 1,390,025
Ibs. Average gold price went down from US$1,263.13/0z. last year to US$1,261.59/0z. and silver price
dropped from US$16.97/0z. to US$15.65/0z. Average copper price dropped from US$3.04/Ib to
US$2.96/Ib. The Peso weakened vs. the US$, P52.72 to US$1 compared with last year’s P50.52 to
US$1. Due to the higher tonnage delivered and processed, major cost items increased: mining cost by
P164.8 million, milling cost by P168.6 million, depreciation cost by P5.1 million, depletion cost by P6.3
million. Marketing expenses rose to P35.2 million in relation to the marketing, handling and assaying of
cooper-gold concentrate. Production tax increased by P52.1 million on account of the higher revenue
and doubling of the excise tax rate.

Administration costs went down by P6.3 million due to lower taxes and fees. Overhead
decreased by P10.0 million.

Other income totaled P5.0 million representing sale of scrap, compared with last year’s P4.9
million from the sale of old equipment. 22



Net loss amounted to P820.5 million against last year’s net loss of P875.3 million.
BALANCE SHEET MOVEMENTS

Cash on hand and in banks decreased to P123.6 million from P266.1 million on account of
capital expenditures and exploration. Receivables went down to P42.3 million from P89.0 million on
account of collections. Parts and supplies inventories increased to P585.9 million from P536.8 million
due to increased materials and supplies requirements of operations. Advances to suppliers and
contractors went up to P206.0 million from P154.8 million.

AFS financial assets increased to P212.0 million from P197.9 million mainly due to revaluation.
Other current assets increased to P780.3 million from P 711.5 due mainly to the increase in Input Value-
Added-Tax and importations.

Trade Payables and Accrued Expenses increased to P1,382.1 million from P1,263.1 million on
account of materials and supplies purchased. Short-term borrowing increased by P29 million and long-
term borrowing decreased by P116.3 million, due to loan settlements and re-classification from long-
term borrowing. Income tax payable increased to P0.4 million from P0.3 million in relation to income
earned by a subsidiary.

Retirement benefit liability went down by P426.2 million to P1,104.8 million following a re-
measurement of the retirement liability.

The actuarial revaluation pursuant to Philippine Accounting Standards 19 resulted in a re-
measurement gain of P41.0 million compared to a loss of P297.1 million the previous year. Unrealized
gain on AFS financial assets increased to P61.3 million from P47.9 million due to the improvement in
the market value of other AFS investments. Deficit climbed to P4.18 billion from P3.40 billion on
account of the consolidated loss for the year.

Capital stock increased by P802.3 million on account of stock subscriptions.

CAPITAL EXPENDITURES
Total capital expenditures for the year reached P667.4 million, consisting of: mine

development, P234.6 million; mine exploration and diamond drilling, P241.4 million; TSF 5A
maintenance, P8.6 million; and machineries, equipment and other depreciable assets, P182.8 million.

SUBSIDIARIES

Net Income is the key performance indicator used for the subsidiaries.
DIAMOND DRILLING CORPORATION OF THE PHILIPPINES (DDCP)

Gross revenue decreased by 43.6% to P164.3 million due to lower drilling output in projects for
Lepanto. DDCP reported a net income of P25.2 million versus last year’s net loss of P25.9 million on

account of minimized costs.
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LEPANTO INVESTMENT AND DEVELOPMENT CORPORATION (LIDC)

The company had no revenue-generating activities in 2018. Lepanto Investment and
Development Corporation reported a net loss of P0.1 million compared with last year’s net loss of P0.2
million.

SHIPSIDE, INCORPORATED (SSI)

Total revenue increased to P35.9 million from P32.8 million last year. SSI posted a net income
of P4.6 million, up from last year’s P2.9 million.

FAR SOUTHEAST GOLD RESOURCES, INC. (FSGRI)

This year’s net income amounted to P4.4 million on account of scrap sales compared with last
year’s loss of P45.2 million which arose from foreign exchange losses in connection with the revaluation
of a foreign currency-denominated financial asset.

2017

Consolidated revenues rose 6% to P1.62 billion from P1.53 billion in 2016. Net loss was
P948.58 million versus last year’s loss of P733.57 million as explained below.

MINING OPERATIONS

Metal sales improved by 9% to P1.6 billion from the previous year’s P1.4 billion as the
Company started producing copper-gold concentrate in addition to gold dore. Gold production
decreased to 23,290 ounces (0z.) from 23,616 oz. the previous year. Silver production increased to
54,649 oz. from 39,144 oz. Copper production totaled 1,390,025 Ibs. Average gold price went up from
US$1,248.06/0z. last year to US$1,263.13/0z. while silver price dropped from US$17.33/0z. to
US$16.97/0z. Average Copper price was US$3.04 per Ib. The Peso weakened vs. the US$, P50.51 to
US$1 compared with last year’s P47.526 to US$1.

Due to the higher tonnage delivered by the mine and milled, major cost items increased: milling
cost by P60.38 million; mining cost by P67.82 million; and depletion cost by P46.09 million. Overhead
increased by P84.37 million mainly due to pension costs. Marketing expenses rose P28 million in
relation to the marketing, handling and assaying of copper-gold concentrate. Depreciation expense went
down by P42.17 million following the full depreciation of some equipment. Administration costs
increased by P4.14 million due to taxes and expenses in relation to the 1:4.685 stock rights offering
(SRO). Production tax increased by P3.7 million on account of the higher revenue.

Other income totaled P4.85 million representing gains from the sale of old equipment, compared
with last year’s (P13.50 million) which resulted from the disposal of AFS shares.

Net loss amounted to P875.26 million against last year’s net loss of P851.34 million.
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BALANCE SHEET MOVEMENTS

Cash on hand and in banks increased to P266.1 million from P86.2 million on account of the
SRO discussed above. Receivables went down to P89.0 million from P241.5 million on account of
collections. Parts and supplies inventories increased to P536.8 million from P430.0 million which
includes the yet unsold copper-gold concentrate. Advances to suppliers and contractors were reduced to
P154.8 million from P335.9 million due to reclassification of account to mine exploration by a
subsidiary.

AFS financial assets increased to P197.9 million from P188.0 million mainly due to revaluation.
Other current assets decreased to P711.5 million from P 641.5 due mainly to the increase in Input Value-
Added-Tax and importations.

Trade Payables and Accrued Expenses decreased to P1,263.1 million from P1,538.2 million on
account of payments. Short-term and long-term borrowings increased by P145.5 million and P130.5
million, respectively, due to loan availments. Income tax payable decreased to P0.3 million from P5.6
million due to payment of last year’s tax liability.

Retirement benefit liability went down by P151.7 million to P1,531.0 million following a re-
measurement of the retirement liability.

Re-measurement loss on retirement liability was reduced to P297.1 million from P417.0 million
on account of an actuarial revaluation pursuant to Philippine Accounting Standards 19. Unrealized gain
on AFS financial assets increased to P47.9 million from P38.7 million due to the improvement in the
market value of other AFS investments. Deficit climbed to P3.40 billion from P2.47 billion on account
of the consolidated loss for the year.

The increases in capital stock and paid-in capital were due to the additional shares issued

following the private placement and SRO exercises covering 3.5 B and 11.679 B shares, respectively,
during the year, priced at P0.15 per share.

CAPITAL EXPENDITURES
Total capital expenditures for the year reached P982.8 million, consisting of: mine

development, P230.1 million; mine exploration and diamond drilling, P549.8 million; TSF 5A
maintenance, P11.9 million; and machineries, equipment and other depreciable assets, P191.0 million.

SUBSIDIARIES

Net Income is the key performance indicator used for the subsidiaries.

DIAMOND DRILLING CORPORATION OF THE PHILIPPINES (DDCP)

Gross revenue decreased by 33.71% to P291.2 million due to lower drilling output in projects
for Lepanto and for external customers. DDCP reported a net loss of P25.9 million versus last year’s net
income of P14.0 million.
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LEPANTO INVESTMENT AND DEVELOPMENT CORPORATION (LIDC)

The company had no revenue-generating activities in 2017. Lepanto Investment and
Development Corporation reported a net loss of P0.2 million compared with last year’s net loss of P3.8
million.

SHIPSIDE, INCORPORATED (SSI)

Total revenue increased to P32.8 million from P30.3 million last year. SSI posted a net income
of P2.9 million against last year’s net income of P68.4 million which arose from the sale of land.

FAR SOUTHEAST GOLD RESOURCES, INC. (FSGRI)
This year’s net loss amounted to P45.2 million versus last year’s income of P18.1 million, both
of which were in the nature of foreign exchange gains and losses in connection with the revaluation of a

foreign currency-denominated financial asset.

CONTINGENT OBLIGATIONS AND KNOWN TRENDS OR EVENTS

There were no material off-balance sheet transactions, arrangements or obligations, including
contingent obligations with unconsolidated entities of other persons created during the period.

The Company received a Suspension Order from the DENR in February 2017 but, as discussed
under Material Cases, the Company timely filed an appeal which stayed the execution of the Order.

* - KEY PERFORMANCE INDICATORS-LCMC (applicable to the period 2016-2018)

Tonnes Milled which indicate the amount of ore taken for processing, Milled Head is the amount of gold
per ton milled and Gold production which is the final product of the operations. Metal sales, Cost and
Expenses and Net Income round up the review process on how the company is performing vis-a-vis the
performance of the same period last year. Average Gold price for the period adds another parameter
that needs watching notwithstanding that the company has no direct influence on its movement.

Compliance with Leading Practices on Corporate Governance

Lepanto has revised its Corporate Governance Manual to comply with SEC regulations and
institutionalize the principles of good governance in the entire organization. Pursuant to the said Revised
Manual, the Company’s Board of Directors have constituted the following committees: Audit
Committee; Compensation and Remuneration Committee and the Nomination Committee. The Board of
Directors is composed of highly qualified and competent individuals who excel in their respective fields.
The members of the Board assess the Board’s performance pursuant to good corporate governance
principles.

The performance and qualifications of nominees are reviewed by the Nomination Committee.
All directors and senior officers regularly attend seminars on corporate governance. The Company’s
Board of Directors formalized existing good governance practices by approving in 2014 various
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policies/codes, namely: Conflict of Interest Policy; Related Party Transactions Policy; Insider Trading
Policy; Health Policy; and Whistleblower Policy.

Through regular board and committee meetings, compliance with the principles of good
governance are monitored. Furthermore, the Audit Committee Charter has been revised to comply with
SEC Memorandum Circular No. 4, Series of 1990, pursuant to which the performance of the Committee
shall be regularly reviewed.

The performance of managers is also reviewed periodically and senior officers report to the
Board of Directors. Regular meetings are held in the head office and in the mine to keep concerned
officers apprised of any developments concerning production, finances, safety programs, community
relations and environmental programs, and good governance, marketing, legal and human resource
matters as well as of the company’s compliance with pertinent regulations.

No deviation from the Company’s Manual on Corporate Governance has been noted by the
Company.

Financial Statements

Attached as Exhibit “A” hereof, are the Company’s Audited Financial Statements for 2019
covered by the Statement of Management’s Responsibility and the Auditor’s Report signed by Ms.
Eleanore A. Layug, with the following exhibits:

Exhibits “B” - Schedule A - Financial Assets
“C” - Schedule B - Amounts Receivable from Directors, Officers, etc.
“D” - Schedule C - Amounts Receivable from Related Parties

“E” - Schedule D - Intangible Assets — Other Assets

“F” - Schedule E - Long-Term Debt

“G” - Schedule F - Indebtedness to Related Parties

“H” - Schedule G - Guarantees of Securities of Other Issuers
“I” - Schedule H - Capital Stock

Reports on Form 17-C

Date of Report Subject

February 18, 2019 Setting of Annual Stockholders’ Meeting

April 15, 2019 Results of Annual Stockholders’ Meeting
April 15, 2019 Results of Organizational Meeting
October 21, 2019 Resignation of TSC
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SIGNATURES

Pursuant to the requirements of Section 17 of the Code and Section 141 of the Corporation
Code, this report is signed on behalf of the issuer by the undersigned, thereunto duly authorized, in
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EXHIBIT “J”
Lepanto Consolidated Mining Company

Certification of Ore Reserve
as of January 1, 2020

Table 1. LCMC Total Ore Reserves

CATEGORY | TONNAGE g/t AU % CU Moz Au M Ibs Cu
VICTORIA @ PROVEN 390,000 3.63 0.07 0.05 0.61
USD 50 NSR |PROBABLE | 850,000 3:37 0.08 0.09 1.44
CUT OFF subtotal 1,240,000 3.45 0.07 0.14 2.05
TERESA @ PROVEN 580,000 4.04 0.09 0.08 1.12
USD 50 NSR PROBABLE 1,330,000 3.24 0.08 0.14 2.70
CUT OFF subtotal 1,910,000 3.48 0.09 0.21 3.83
ENARGITE - QPG @ [PROVEN 1,710,000 2.16 2.26 0.12 85.41
USD 50 NSR PROBABLE 3,490,000 2.54 17 0.28 131.67
CUT OFF subtotal 5,200,000 2.41 1.89 0.40 217.08
TOTAL PROVEN 2,680,000 2.78 1.48 0.24 87.15
PROBABLE 5,670,000 2.83 1.09 0.52 135.81
GRAND TOTAL 8,350,000 2.81 1721 0.76 222.96

Ore Reserve is defined as that part of a Measured and Indicated Mineral Resource which could be
mined, inclusive of dilution, and from which valuable or useful minerals could be recovered
economically under conditions prevailing at the time of reporting. It is derived from estimates of
Mineral Resources modified by economic, metallurgical, marketing, legal, environmental, social and
government factors. Ore Reserves are sub-divided into probable and proved categories.
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The parameters applied in the estimation of Ore Reserve are as follows:

N ey Description

| Based on kriged resource estimate grade at
| raw vein width, the resource grade estimate
- was diluted with a dilution shell based on

| vein width and mining method. ___________J
Estimated for QPG and Victoria, Teresa

‘ based on 2020 Resource estimates depleted

Criteria

{
|
-
I
i

Grade Estimate

Tonnage Estimate with resources mined in 2019. Density
applied for QPG is 2.7 while 2.5 for Victoria
| and Teresa.

| Minimum of 1.00 meter unless accessible

| Mining width estimate : :
and economically mineable.

Dilution 0.50 meter irrespective of vein width
‘ Minimum ore reserves grade USS 50 NSR for QPG, Teresa and Victoria
__(Cut off grade)

Mining dilution is applied against the mineral resource blocks that are either classified as Measured
or Indicated. A 0.5-meter dilution skin is applied against the resource blocks regardless of vein width.
The dilution skin is calculated at zero Au grade. The USS 50 NSR for QPG, Victoria and Teresa, after
dilution, serves as the lower limit to which proved or probable ore reserve category blocks are
considered as an ore reserve.

Net Smelter Return (NSR) refers to the revenues expected from the mill feed, taking into consideration
mill recoveries, transport costs to the smelter, treatment and refining charges, and other deductions
at the smelter. NSR value was computed for each resource block after dilution. Those blocks with NSR
value above or equal to the cut off NSR, with category as either proved or probable ore reserve will
be considered as an ore reserve.




Forward-Looking Statements
Certain statements contained in this certification and verification are “forward-looking statements.”

These include, without limitation:

Estimates of reserves, and statements regarding future exploration results and reserve
replacements;

When expectation or belief is expressed, as to future events or results, such expectation or belief is
expressed in good faith and believed to have reasonable basis. However, our forward-looking
statements are subject to risks, uncertainties and other factors, which could cause actual results to
differ materially from future results expressed, projected or implied by those forward-looking
statements. Such risks include, but are not limited to the price of gold and copper, currency
fluctuations; geological and metallurgical assumptions; operating performance of equipment,
processed and facilities; labor relations; timing of receipt of necessary government permits or
approvals; domestic laws or regulations, particularly relating to the environment and mining; domestic
and international economic and political conditions; the ability of Lepanto Mine Division, Lepanto
Consolidated Mining Company to obtain or maintain necessary financing; and other risks and hazards
associated with mining operations.

Estimates of Proved and Probable reserves are Uncertain

Estimates of proven and probable reserves are subject to considerable uncertainty. Such estimates
are, to a large extent, based on interpretations of geologic data obtained from drill holes and other
sampling technigues. Gold producers are feasibility studies to derive estimates of cash operating costs
based upon anticipated tonnage and grades of ore to be mined and processed, the predicted
configuration of the ore body, expected recovery rates of metals from the ore, comparable facility,
equipment, and operating costs, and other factors. Actual cash operating costs and economic returns
on projects may differ significantly from original estimates. Further, it may take many years from the
initial phase of drilling before production is possibie and, during that time, the economic feasibility of
exploiting a discovery may change.




CERTIFICATION

I, MICHELLE MAE F. RAFANAN, Filipino, of legal age, and with office address at Lepanto Mine Division,
Lepanto, Mankayan, Benguet, being the Ore Reserves Engineer of Lepanto Mine Division, Lepanto
Consolidated Mining Company, a corporation duly organized and existing under Philippine laws with
office address at the 20" Floor, Lepanto Building, 8747 Paseo de Roxas, Makati City, Metro Manila,
after being duly sworn to, hereby certify THAT:

1. lrespectively conducted an objective examination and evaluation of Ore Reserves
Status of Lepanto Mine Division as of 01 January 2020 with a Summary Report
(“CERTIFICATION") pertaining thereto as hereto attached and made an integral
part hereof; and

2. The information contained therein was made in accordance with the generally
accepted Ore Reserve Estimation Procedures in the Philippine Mining Industry.

3. |take full responsibility as to the correctness and accuracy of the said report.

Mankayan, Benguet: February 10, 2020

J

ELLE‘MAE'F.
Reserve Engineer
Licensed Mining £ngineer

PRC License No/3226
PTR No. BGT 686360, issued 14 January 2020

Mankayan, Behguet

ACKNOWLEDGMENT

SUBSCRIBED AND SWORN to before me this___dayof FER 0 1 20205020 1n

BAGUIO CiTY affiant having exhibited to me her SSS Nos. 01-2517374-4.

M~

page No. : Notary Public
T : Unnt 21 December 2020
Boqk Mg DX N A 70-NC-19-R (01.21.19)
Series of 1020 +: 4 Tacay Road. Pinsao Proper, Baguio Cily
Attorney s Roll No. 40195; 05.03.05
IBP OR No. 94497: 01.03.20
Baguio-Benguel Chapter
BTR Yo 4488975; 01.03.20; Baguio City
MCLE Compliaiice Cert. No. VI-0002646: 06 20 17




CERTIFICATION AND CONSENT

I, ART S. ANONGOS, Filipino, of legal age, with address at Lepanto Mine Division, Mankayan,
Benguet, hereby certify that:

1. | am a Mining Engineer duly registered with the Professional Regulation Commission of the
Philippines with License number 0002530;
2. lam a registered Competent Person as defined under the Philippine Mineral Reporting Code,

with registration number EM CP-0002530-048/19, Valid until 12 February 2022;

3. lam currently the Mine Manager of LCMC.

4.  Ihavereviewed the Ore Reserve Estimate as of January 1, 2020 prepared by LCMC'’s Ore Reserve
Engineer Ms. MICHELLE MAE F. RAFANAN;

5.  Thereviewis limited to the copper-gold deposit of QPG and gold deposit of Victoria, Teresa with
a total ore reserve estimated as of January 1, 2020 amounting to 8,350,000 metric tonnes at
2.81 g/t Au, 1.21 %Cu and gold content of 0.76 M o0z, 222.96 M Ibs Cu were classified into
probable and proven reserves;

6. | hereby grant my concurrence thereto and confirm that the same were made in accordance
with the required guidelines set out in the Philippine Mineral Reporting Code;

7. At the time of this certification, to the best of my knowledge, all technical information provided
or otherwise referred to therein are correct and not misleading.

8. | consent to the filing of this certification with the Mines and Geosciences Bureau and other
regulatory government authorities and any publication by them for regulatory disclosure
purposes, including electronic publication in the public company files on their websites
accessible by the public, of this Technical Report, in the form and context in which it appears.

Mankayan, Benguet: February 10, 2020

s
o
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ART S NON(%S

Competent Person

Registered Mining Engineer, PRC License.
No.0002530

PTR No. BGT-6317242, issued 13 January 2020
CP Reg. No. EM CP-2530-048/19

ACKNOWLEDGMENT

day of EEB ﬂ [ 2020 2020 in

SUBSCRIBED AND SWORN to before me this

BAGUIO CITY , affiant exhibiting to me his $5S No. 01-0304858-7.
U\/V‘—\/
Doc. No. Q[Q : OMAR R, EVANGELISTA

Page No. ﬂg 2 Notary Public
Book No [XX[ ; Untit 31 December 2020
g ! 4 N A 70-NC-19-R (01.21.19)
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Attorney's Roll No. 40195; 05.03.95
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PTR No 4 5: 01.03.20; Baguto Cily
MCLE Comphance Cert. No. VI-0002646, 06.20.17




LEPANTO CONSOLIDATED MINING CO.
Lepanto Building, 8747 Paseo de Roxas, 1226 City of Makati, Philippines

SEOURITIES AND EXCHANGE COMMISSION
Secretariat Building, PICC Complex
Roxas Boulevard, Metro Manila

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of Lepanto Consolidated Mining Company is responsible for the preparation and fair
presemation of the financial statements including the schedules attached therein. for the years ended
Decemiber 31, 2619 and 2018, in accordance with the prescribed financial reporting framework indicated
therein, and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements. management is responsible for assessing the Company’s ability to
continue as going concern. disclosing. as applicable matters related to going concern and using the going
concetn pasis of accounting unless management either intends to liquidated the Company or to cease
operations. or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Company’s financial reporting process.

The Board of Directors reviews and approves the financial statements including the schedules attached
therein, and submits the same to the stockholders.

SyCip Gorres Velayo & Co., the independent auditor appointed by the stockholders. has audited financial
statements of the Company in accordance with Philippine Standards on Auditing, and in its report to the
stockholders, has expressed its opinion on the fairness of presentation upon completion of such audit.

Signature: )
/ EBCIPE U. YAP
" Chairman of the Board
S8S#06-0091101-0

Signature:
BRYAN U. YAP
President
SSS#33-3067339-5
Signature: . d,c___

MAZ LOURDES B. TUASON
Vice President - Treasurer
SSS#03-2082979-6

Signed this 15" day of June 2020.
Surface Mail: P.O. Box 1460, Makati Central Post Office. 1226, City of Makati, Philippines

Air Mail: P.O. Box 7507, Domestic Airport Post Office, 1300, Domestic Road, Pasay City, Philippines
Telephone No. (0632) 815-9447: Fax No. (0632) 810-5583; E-Mail - infogélepantomining.com
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2019 SUSTAINABILITY REPORT

Lepanto Consolidated Mining Company has been a proud resident of Mankayan, Benguet
since 1936. The municipality of Mankayan grew and developed alongside Lepanto,
achieving first-class municipality status largely on account of Lepanto’s operations and
community development initiatives. Lepanto is guided by its Vision-Mission:

To be a global Filipino mining company by attaining world-class
capabilities and becoming a corporate model in the fulfillment of social
responsibilities.

We shall turn this vision into reality through the efforts of highly
motivated, committed, and competent employees who:

o continually explore and develop ore reserves

0 optimize metal production through cost-efficient operations

0 maintain outstanding safety records and ensure responsible
environmental stewardship

o foster mutually beneficial partnership with host communities

o exhibit initiative and decisiveness.

Reinforcing its commitment to environmental stewardship, Lepanto adopted an
Environmental Policy in 2015 which was revised in 2018 as follows:

We commit to become a model of a socially responsible mining
organization through the effective implementation of our Environmental
Management System.

We commit to protect, keep sustainable and enhance our environment,
minimize the impact of our operations thereon and continually improve
our environmental management system performance by:

o Ensuring compliance with all applicable environmental compliance obligations
and industry standards;

o Promoting environmental management system awareness to all interested
parties through an effective information, education and communication strategy
and program;

o Fostering sustainable, effective and responsible use of resources, conservation
of biodiversity and effective means of pollution prevention, including tailings
storage facility and-waste management ; and

o Enhancing the organizational capability and employees’ competencies towards
environmentally responsible and efficient operations



We further commit to consistently implement, measure, monitor, review and continually
improve our environmental management system and performance to achieve the
foregoing objectives.

The report below illustrates how Lepanto has lived up to its commitment.

Contextual Information

Company Details

Name of Organization LEPANTO CONSOLIDATED MINING COMPANY
Location of Headquarters 21F, Lepanto Building, 8747 Paseo de Roxas, Makati City
Location of Operations Mankayan, Benguet

Report Boundary: Legal entities

(e.g. subsidiaries) included in No subsidiaries included

this report*

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

Mining of gold, copper, and silver

Reporting Period 2019

ODETTE A. JAVIER, VP/ Asst. Corporate Secretary
KNESTOR JOSE Y. GODINO, VP-Human Resource,
Training and Administration

Highest Ranking Person
responsible for this report

Materiality Process

Explain how you applied the materiality principle (or the materiality process) in
identifying your material topics.™

COMPLIANCE
— ENVIRONMENT
OBLIGATIONS SOCIAL
Environmental Protection and |
> Conservation
Yiri Community
Employment: Hirin . Workplace
—'i Resource Management | —D pam)j/ Benefits 9 Assistance Programs B Management
| Biodiversity Management/ .l Livelihood
Reforestation Employees Training Occupational Health
—»t  and Development - and Safety
—D} Solid Wastes Management | _pl Education
9| Labor Management o
Air and Water Quality Relations Health and - o vaﬂ’onf 01;_
> Management —P Sanitation ersonal Protective




ECONOMIC

Economic Performance

Direct Economic Value Generated and Distributed

Disclosure Amount Units
Direct economic value generated (revenue) 2,038,978,872.00 PhP
Direct economic value distributed:
a. Operating costs 2,698,771,879.29 PhP
b. Employee wages and benefits 582,253,898.29 PhP
c. Payments to suppliers, other operating costs 317,342,629.07 Php
d. Dividends given to stockholders and interest 89,988,985.39 PhP
payments
to loan providers
e. Taxes given to government 165,436,503.51 PhP
f. Investments to community (e.g. donations, CSR) 41,290,268.72 PhP

What is the impact and Which Management Approach

where does it occur? What stakeholders are

is the organization’s affected?

involvement in the impact?

Impact on cash flow, Employees, Continuous exploration efforts to

relationships with shareholders, support long-term mine life plan;

employees, suppliers and suppliers, service Annual business planning and

other stakeholders. providers, budgeting to sustain business
community, operations and ensure ROI;
government

What are the Risk/s Which stakeholders | Management Approach

Identified? are affected?

Tight cash flow employees, Cost Management program;
shareholders, Evaluation of the effectiveness of the
suppliers, service business plan/mining plan;
providers, community,| Company-wide Resources
government Management

What are the Which Management Approach

Opportunity/ies stakeholders are

Identified? affected?

Opportunities to streamline Employees, Monitoring

operations and rationalize community and

expenses. stakeholders




Climate-related risks and opportunities™®

Governance

Strategy

Risk Management

Metrics and Targets

Disclose the
organization’s
governance around
climate-related risks
and opportunities

Disclose the actual
and potential impacts'®
of climate-related risks
and opportunities on
the organization’s
businesses, strategy,
and financial planning
where such
information is material.

Disclose how the
organization
identifies, assesses,
and manages
climate-related risks

Disclose the
metrics and targets
used to assess and
manage relevant
climate- related
risks and
opportunities where
such information is
material.

Under the oversight of
our Board of Directors
and leadership of our
senior management,
the Company is
committed to fostering
an effective and
efficient risk and control
environment. Matters
related to climate
change are an
essential component of
our sustainability
strategy.

The senior
management and
functional unit heads
are tasked to oversee a
range of environmental,
social and compliance
obligation matters. It
includes managing the
environmental impacts
of the operations,
resource management
and the resilience to
potential business
disruptions, including
extreme weather or
other events that could
be caused or
exacerbated by climate
change.

Penalties will be
incurred for non-
compliance with
government standards.
Strategies include-

Monthly monitoring of
organizational and
departmental
environmental
objectives and plans.

Quarterly company-
wide evaluation of
compliance

Annual Environmental
Management Review

Maintenance of ISO
14001 certification
which requires yearly
follow-up audit by a
third-party certification
body.

Massive information.
education and
communication (IEC)
programs for all
interested parties.

Continuous
implementation of
environment-related
programs such as -

Yearly review and
assessment of risks
and opportunities
including evaluation
of effectiveness of
the implementation
and results.

SWOT analysis and
Environmental
Aspects and
Impacts (EAI)
Assessment are
used as tools.

Identified risks and
significant impacts
form part of the
departmental plans
and control
mechanisms must
be identified and
implemented.

The company
established an
Engineered
Sanitary Landfill
(ESL) at the camp
site.

Segregation of solid
wastes is
implemented within
camp site.

Only residual
wastes go to the

Ensure full
compliance with all
applicable laws,
industry standards
and other legal
requirements.
Metrics :
Compliance Rate
(actual/total)

2. Implementation
of environmental
awareness
program among
employees,
contractors,
suppliers and
community
members

Metrics : Program
implementation
Rate
(actual/planned
programs)

3. Foster
sustainable use of
resources, effective
waste
management and
pollution control :




Company-wide Energy
Conservation Program;
Reforestation/Tree-
Planting Program;
Solid Waste
Management and
wastes Segregation
Program; Reuse-
Reduce-Recycle
Projects;

Reforestation and tree
planting are being done
at the decommissioned
and open areas within
camp.

Engineered
Sanitary Landfill
and
recyclable/reusable
wastes are
collected at
clustered Materials
Recovery Facility.

A 3rd party service
provider is
contracted for the
hauling, disposal
and treatment of
generated
hazardous wastes.

PROCUREMENT PRACTICES

Proportion of spending on local suppliers

Disclosure

Quantity Units

Percentage of procurement budget used for significant
locations of operations that is spent on local suppliers

60-65%

What is the impact and where
does it occur? What is the
organization’s involvement in
the impact?

Which stakeholders
are affected?

Management Approach

Business output and job
generation

Over 200 suppliers

We have a Suppliers’
Handbook which serves as
the framework of our
relationship with the
suppliers

What are the Risk/s Identified?

Which stakeholders
are affected?

Management Approach

Operational downtime

Employees and
suppliers

Regular monitoring of targets
and communication with
stakeholders

What are the Opportunity/ies
Identified?

Which stakeholders
are affected?

Management Approach

Improve competency and
operational efficiency

Promote awareness and adherence
to Lepanto’s Environmental Policy

Employees and
suppliers

Suppliers handbook




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

1,200 65%

Percentage of business partners to whom the organization’s All suppliers
anti-corruption policies and procedures have been

and service | 100 %

training

communicated to providers

Percentage of directors and management that have received 9 100%
anti-corruption training 0
Percentage of employees that have received anti-corruption 1200 65%

What is the impact and
where does it occur? What
is the organization’s
involvement in the impact?

Which stakeholders
are affected?

Management Approach

Impact on cost of
production or cost of doing
business and the morale of
employees; occurs in the
supply chain.

Shareholders,
employees,
suppliers

Whistleblower policy

Conflict of Interest Policy

Related Party Transactions Policy
Code of Conduct and Business
Ethics

Suppliers Handbook

What are the Risk/s
Identified?

Which stakeholders
are affected?

Management Approach

Dishonesty in the
procurement process affects
cost of production,
profitability, and morale of
the employees.

Shareholders,
employees, suppliers,
government

Whistleblower policy

Conflict of Interest Policy

Related Party Transactions Policy
Code of Conduct and Business
Ethics

Suppliers Handbook

What are the
Opportunity/ies Identified?

Which stakeholders
are affected?

Management Approach

Measures to prevent
corruption help bring down
cost of doing business and
improve quality of materials

Shareholders,
employees, suppliers

Code of Conduct and Business
Ethics Suppliers Handbook




Incidents of Corruption

Disclosure Quantity Units
Number of incidents in which directors were removed or zero zero
disciplined for corruption

Number of incidents in which employees were dismissed or zero zero
disciplined for corruption

Number of incidents when contracts with business partners zero zero
were terminated due to incidents of corruption

Which stakeholders
are affected?

What is the impact and
where does it occur? What
is the organization’s
involvement in the impact?

Management Approach

Morale of employees Employees and

suppliers

We have policies in place, as

enumerated above.

ENVIRONMENT

Resource Management
Energy consumption within the organization:

Disclosure Quantity Units

Energy consumption (renewable sources) 0 GJ

Energy consumption (gasoline) 7.10 GJ

Energy consumption (LPG) 7.00 GJ

Energy consumption (diesel) 4,598.77 GJ

Energy consumption (electricity) 14,336,456.73 kWh
Reduction of energy consumption

Disclosure Quantity Units

Energy reduction (gasoline) 3.46 GJ

Energy reduction (LPG) 11.28 GJ

Energy reduction (diesel) 100.10 GJ

Energy reduction (electricity) 2,299,399.04 kWh

What is the impact and Which stakeholders | Management Approach

where does it occur? What are affected?

is the organization’s

involvement in the impact?




Impact is on mining
operations.

Consumption of these items
directly impact the Company’s
cost.

Stockholders,
employees,
suppliers and
community

Lepanto pursued the 1SO:14001.:
Environmental Management
System Certification and is now
ISO: 14001 Certified and
continuously being monitored by
the Environmental Regulatory
bodies for its compliance.

What are the Risk/s
Identified?

Which stakeholders
are affected?

Management Approach

Following are the identified
risks associated with using
electricity, Diesoline and
Gasoline;

Resource Depletion

Electric generation may
cause air pollution and water
contamination

High cost

The company,
employees, suppliers
and community

Implementation of applicable Energy
Conservation Programs;

Close monitoring of resources
consumption

What are the
Opportunity/ies Identified?

Which stakeholders
are affected?

Management Approach

Use of alternative sources of
energy
Innovations in use of energy

Employees and
community

Promote acquisition of energy-
efficient equipment (motors)

Support Trainings and Seminars re:
Energy Efficiency Technology
Incorporation of energy efficiency in
the plans/designs of retrofit activities.

Water consumption within the organization

Disclosure Quantity Units

Water withdrawal 2,358,645 Cubic Meters
Water consumption 1,417,670 Cubic Meters
Water recycled and reused 1,199,921 Cubic Meters

What is the impact and
where does it occur? What
is the organization’s
involvement in the impact?

Which
stakeholders are
affected?

Management Approach




Impact is on mining

employees and

Lepanto pursued the 1ISO:14001:

operations and cost community Environmental Management System
Certification and is now ISO: 14001
Certified and continuously being
monitored by the Environmental
Regulatory bodies for its compliance
What are the Risk/s Which Management Approach
Identified? stakeholders are
affected?

Water pollution
Resource depletion

High cost of treating water

The company, ,
stockholders,
employees and
community.

Strict adherence to water permit
conditions and standards

Adoption of environment friendly
technologies for efficient water use
and treatment/recycling of used
water

What are the Opportunityl/ies
Identified?

Which stakeholders
are affected?

Management Approach

a. Re-use of processed water
at the UG sandfilling and
Mill crushing/Grinding Plant.

b. Maximize use of water
supply thru gravity flow
during rainy season, this
initiative reduces water
pumping, thus, reducing
operational cost on
electricity

c. Improvement of existing
water catchment structures
(water is impounded during
rainy season to be used
during dry season.)

Recycling of processed
water could reduce the
plant’s consumption of fresh
water.

Mine and Mill
Operations

Mine/Mill Operations

Employees,
community, and
stockholders

Cost management,
Monitoring, water conservation
program




Materials used by the organization

Disclosure Quantity Units
Materials used by weight or volume
Renewable: 611,469 Board feet
Lumber 1,586 | Ream
Paper
Non-renewable
Explosives 443,405 | Kg
Lime 10,095,615 | Kg
Sodium Metabisulfite 269,975 | Kg

Percentage of recycled input materials used to
manufacture the organization’s primary products and

services

The determination of | %
exact figure is not
possible because
these are integral
part of the over-all
process.

What is the impact and
where does it occur? What
is the organization’s
involvement in the impact?

Which
stakeholders are
affected?

Management Approach

Mining operations and cost

stockholders,
employees,
suppliers,
community

Lepanto recycles and repurposes
materials whenever possible.

What are the Risk/s
Identified?

Which
stakeholders are
affected?

Management Approach

Rssource depletion and cost

Suppliers,
stockholders,
employees, suppliers,

Monitoring and evaluation of material
usage against set parameters (e.qg.
tons broken or meters advanced for

community the mine, and tons milled for the mill)
are done on a monthly basis.
What are the Which Management Approach
Opportunity/ies stakeholders are
Identified? affected?

10




Use of new technology to
reduce usage

stockholders,

employees, suppliers,

community

Research and development for
continuous improvement
cost management

Ecosystems and biodiversity (whether in upland/watershed or coastal/marine)

Disclosure Quantity Units
Operational sites owned, leased, managed in, or 4,171.21 Has.
adjacent to, protected areas and areas of high

biodiversity value outside

protected areas

Habitats protected or restored 4.171.21 Has.
IUCN" Red List species and national conservation list No identified species
species included in the Red

with habitats in areas affected by operations Book List

17 International Union for Conservation of Nature

What is the impact and Which Management Approach
where does it occur? What stakeholders are
is the organization’s affected?
involvement in the impact?
There are no declared NA NA
protected areas within the
camp area.
Environmental impact management
Air Emissions
GHG
Disclosure Quantity Units
Direct (Scope 1) GHG Emissions Diesel: Tonnes
54,589.61 CO2e
Gasoline:
115. 08
Energy indirect (Scope 2) GHG Emissions No data available | Tonnes
CO2e
Emissions of ozone-depleting substances (ODS) There are no N/A
substantial
emission sources
of ozone depleting
substances.

What is the impact and
where does it occur? What
is the organization’s
involvement in the impact?

Which
stakeholders are
affected?

Management Approach

Mining operations and cost

stockholders,

Pollution Control Program

11




employees, suppliers,

community
What are the Risk/s Which Management Approach
Identified? stakeholders are

affected?

stockholders, Lepanto initiated a program to
Air pollution employees, suppliers, | monitor and regularly report direct

Complaints from community community. greenhouse gas emissions of its
mining operation.
Greening of the area through
reforestation help neutralize effect of
gas emissions.
Information, Education and
Communication program

What are the Which Management Approach

Opportunityl/ies stakeholders are

Identified? affected?

Optimized the design of the
plants and selection of efficient
equipment and fixtures.

stockholders,
employees, suppliers,
community.

Pollution Control Program
Preventive Maintenance Program

Air pollutants

SW-VEE 12 No. 1
SW-VEE 12 No. 2

Disclosure Quantity Units
NOx within allowable
SWA-8 No. 1 limits mg/Nm?®
SWA-8 No. 3

SW-VEE 12 No. 1

Sox within allowable
SWA-8 No. 1 limits mg/Nm?®
SWA-8 No. 3
SW-VEE 12 No. 1
SW-VEE 12 No. 2
Persistent organic pollutants (POPSs) Not required to mg/Nm?®
Volatile organic compounds (VOCs) monitor as per kg
Hazardous air pollutants (HAPs) issued permit. kg
Particulate matter (PM) within allowable ,
SWA-8 No. 1 limits Mg/Nm
SWA-8 No. 3

12




| SW-VEE 12 No. 2

What is the impact and
where does it occur? What
is the organization’s
involvement in the impact?

Which
stakeholders are
affected?

Management Approach

Mining operations and cost

stockholders,
employees, suppliers,

Pollution Control Program

community

What are the Risk/s Which Management Approach
Identified? stakeholders are

affected?

Pollution Control Program.

Air pollution stockholders,
Complaints from Community employees, suppliers,

community
What are the Which Management Approach
Opportunity/ies stakeholders are
Identified? affected?

Use of new technology

stockholders,

employees, suppliers,

Pollution Control Program

involvement in the impact?

community
Solid and Hazardous Wastes
Solid Waste
Disclosure Quantity Units
Total solid waste generated kg
Reusable and Recyclable 145,056 kg
Composted 209,019 kg
Incinerated Not practiced kg
Residuals/Landfilled 81,923 kg
What is the impact and Which Management Approach
where does it occur? What stakeholders are
is the organization’s affected?

Solid wastes come mostly

employees and

Only residual wastes go to the

from households, institutions community Engineered Sanitary Landfill and
and business areas within recyclable/reusable wastes are
the mining camp. collected at clustered Materials
Recovery Facility.
What are the Risk/s Which Management Approach
Identified? stakeholders are
affected?
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Complaints from community

Employees and

Segregation at source

Contamination and pollution community

What are the Which Management Approach
Opportunity/ies stakeholders are

Identified? affected?

Reduce cost through
recycling; use of technology
and engineering expertise

Employees and
communities

To further reduce sources of wastes,
the company implemented a ban on
the use of plastic bags, plastic
straws, and Styrofoam containers
inside the camp.

The company is looking to other
technologies to further manage solid
waste like the introduction of eco-
compostable receptacle.

Hazardous Waste

Disclosure Quantity Units
Total weight of hazardous waste generated 79,877.24 kg
Total weight of hazardous waste transported 122,802.50 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

Mining operations and cost

Employees, third-
party service
providers and

Each type of waste is recorded and
precisely analyzed and described.
Proper disposal is ensured through

community the services of DENR accredited
facilities.
With the high cost associated with
hazardous waste transport,
disposal and treatment, the
company is looking into waste
minimization.
What are the Risk/s Which Management Approach
Identified? stakeholders are
affected?
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Contamination and pollution

Employees and

Proper disposal; With the high cost

community associated with hazardous waste
transport, disposal and treatment,
the company is working at waste
minimization.
What are the Which Management Approach
Opportunity/ies stakeholders are
Identified? affected?

Research for alternative
products and services

Employees, third-party
service providers and

Green Procurement

community
Effluents
Disclosure Quantity Units
Total volume of water discharges 2110.67 Cubic
meters
Percent of wastewater recycled 64.37 %

What is the impact and Which Management Approach

where does it occur? What stakeholders are

is the organization’s affected?

involvement in the impact?

Mining operations and cost Employees, At Lepanto, wastewater is subjected
government and to multi-stage chemical-physical
community treatment before release to the

receiving water bodies.

Regular monitoring, both in-house
and through a 3" party service
provider, is performed to ensure that
the effluent conforms to national
standards.

What are the Risk/s Which Management Approach

Identified? stakeholders are
affected?

water pollution Employees, monitoring and compliance with
government and government standards
community

What are the Which Management Approach

Opportunity/ies stakeholders are

Identified? affected?
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Use of technology for cost-
efficient water treatment

Shareholders,
employees

Research and development activities
are undertaken provide new and
efficient solutions (in terms of cost and
results)

R & D activities include process
improvement and use of others
reagents

Environmental compliance

Disclosure Quantity Unit
Total amount of monetary fines for non-compliance with No fines paid for the| NA
environmental laws and/or regulations year

No. of non-monetary sanctions for non-compliance with No violations for the | NA
environmental laws and/or regulations year

No. of cases resolved through dispute resolution none NA
mechanism

What is the impact and Which Management Approach
where does it occur? What stakeholders are

is the organization’s affected?

involvement in the impact?

mining operations and cost Management,

employees, and third
party service

ISO 14001-2015-certified EMS

providers
What are the Risk/s Which Management Approach
Identified? stakeholders are
affected?
penalties Management, Quarterly evaluation of compliance.

shareholders,
employees, and third
party service providers

What are the Which Management Approach
Opportunity/ies stakeholders are

Identified? affected?

Company-wide adherence to |[Management and Regular monitoring of compliance
the Environmental employees obligations.

Management System and
continuous improvement.

16




Employee Management Employee
Hiring and Benefits Employee data

Disclosure Quantity Units
Total number of employees™ 1837 persons
a. Number of female employees 143
b. Number of male employees 1694
Attrition rate™ .70% rate
Ratio of lowest paid employee against minimum wage 1.05:1 ratio

Employee benefits

List of Benefits Y/N % of female % of male
employees who employees who
availed for the availed for the
year year

SSS Y 2% 1%

PhilHealth Y 4% 12%

Pag-ibig Y 9% 21%

Parental leaves Y 2% 5%

Vacation leaves Y 99% 99%

Sick leaves Y 2% 44%

Medical benefits (aside from Y 100% 100%

PhilHealth))

Housing assistance (aside from Pag-| Y 5% 85%

ibig)

Retirement fund (aside from SSS) Y 1% 2%

Further education support Y .05%

Company stock options N

Telecommuting N

Flexible-working Hours Y 2% 4%

(Others)

What is the impact and where does it occur? |Management Approach
What is the organization’s involvement in

the impact?
Motivation, performance and well-being of » Compliance with the labor standards
employees * Benchmarking of compensation and
Retention benefits within and across industries

* Providing health care, medicine
allowance and group life insurance

* Promotion of work-life balance
Offering an attractive retirement benefit
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8 Employees are individuals who are in an employment relationship with the organization, according to
national law or its application (GRI Standards 2016 Glossary)

19 Attrition are = (no. of new hires — no. of turnover)/(average of total no. of employees of previous
year and total no. of employees of current year)

What are the Risk/s Identified? Management Approach
Overly-strict government regulations and Full compliance with government
permitting requirements on mining regulations
operations
Few students interested to build a career Labor-management cooperation approac
in mining

Few schools offering mining courses
Talent flight risk

What are the Opportunity/ies Identified? Management Approach

Talent retention A more extensive communication campaign
to better inform the public of responsible
mining

Competency development

Employee Training and Development

Disclosure Quantity Units
Total training hours provided to employees
a. Female employees 3,827 hours
b. Male employees 35,554 hours
Average training hours provided to employees
a. Female employees 27 hours/
employee
b. Male employees 21 hours/
employee
What is the impact and where does it Management Approach

occur? What is the organization’s
involvement in the impact?

Employee competency and performance Employee competency and development
What are the Risk/s Identified? Management Approach
Talent and Succession Management
Talent Flight Risk Strategy
Cost In-house training
What are the Opportunity/ies Identified? Management Approach
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Present career and development
opportunities within the organization
Availment of online training courses

Holistic training approach;
Use of Technology

Labor-Management Relations

Disclosure Quantity Units
% of employees covered with Collective Bargaining 80 %
Agreements

Number of consultations conducted with employees 5 #
concerning employee-related policies

What is the impact and where does it
occur? What is the organization’s
involvement in the impact?

Management Approach

Employee productivity

Labor-management relationship

CBA administration

Labor-management Cooperation
approach

What are the Risk/s Identified?

Management Approach

Deadlock in negotiation

Building of trust

What are the Opportunity/ies Identified?

Management Approach

Human Resource programs

Open-door policy

Diversity and Equal Opportunity

Disclosure Quantity Units
% of female workers in the workforce 8% %
% of male workers in the workforce 92% %

and/or vulnerable sector*

Number of employees from indigenous communities

1,408 (76%) | #

*Vulnerable sector includes, elderly, persons with disabilities, 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
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Hiring and performance While the industry by its nature is male-
dominated, the females get equal opportunity
in employment and in occupying leadership
roles. The executive team is composed of
40% female.

Prioritization of local community members
and indigenous peoples in hiring.

What are the Risk/s Identified? Management Approach
Culture fit Integration Program
What are the Opportunity/ies Identified? Management Approach
Wider labor market Engagement programs to promote diversity

Workplace Conditions, Labor Standards, and Human Rights
Occupational Health and Safety

Disclosure Quantity Units

Safe Man-Hours LCMC only = 3,958,933 Man-hours
LCMC + Contractors = 4,897,987

No. of work-related injuries 7 #

No. of work-related fatalities 2 #

No. of work related ill-health 0 #

No. of safety drills 17 #

What is the impact and where does it Management Approach

occur? What is the organization’s
involvement in the impact?

Employees’ welfare Implementation of safety programs and
compliance with health and safety standards

What are the Risk/s Identified? Management Approach
Increase in Lost-time incidents Safety inspections
What are the Opportunity/ies Identified? Management Approach

Improve productivity through health and safety
standards Recognition of safety performance

Labor Laws and Human Rights

Disclosure Quantity Units
No. of legal actions or employee grievances involving 0 #
forced or child labor
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Do you have policies that explicitly disallow violations of labor laws and human rights (e.g.

harassment, bullying) in the workplace?

Topic Y/N If Yes, cite reference in the company policy
Forced labor Y Recruitment Policy

Child labor Y Recruitment Policy

Human Rights Y Code of Conduct

What is the impact and where does it
occur? What is the organization’s
involvement in the impact?

Management Approach

N/A

Pls see above policies; compliance with
labor laws

Supply Chain Management

Do you consider the following sustainability topics when accrediting suppliers?

Topic Y/N If Yes, cite reference in the supplier policy

Environmental Y Under Section 1.1.5.4 of the Supplier

performance Accreditation Guideline;
LCMC Supplier Handbook — under Supplier
Responsibility Section Il. Environmental
Compliance

Forced labor Y

Child labor Y

Human rights Y

Bribery and corruption Y LCMC Supplier Handbook — under Supplier
Responsibility Section |. Code of Conduct

What is the impact and where does it
occur? What is the organization’s
involvement in the impact?

Management Approach

Supply chain

Adoption and implementation of the
Suppliers Accreditation Guideline.

What are the Risk/s Identified?

Management Approach

Non-cooperation of some suppliers
which can delay procurement.

Prepare a timeline schedule for each
material to avoid unavailability and not to
hamper the company’s operations.

What are the Opportunity/ies Identified?

Management Approach

Encourage the suppliers to comply with the
Suppliers Accreditation Policy.

Coordination/dialogue with suppliers

21




Relationship with Community

Significant Impacts on Local Communities

Operations Location Vulnerable | Does the Collective or | Mitigating
with groups (if particular | individual measures
significant applicable operation | rights that (if negative)
(positive or )* have have been or
negative) impacts identified enhanceme
impacts on on that is of or nt
local indigeno particular measures
communities us concern for (if positive)
(exclude CSR people the
projects; this (Y/N)? community
has to be
business
operations)
A. Development
of Host &
Neighboring
Communities
1. Infrastructure| Host and Senior Y Constant Maintain good
neighboring | Citizens dialogue relationship
communities Provision of with the LGUs,
social communities,
development | contractors &
projects other
stakeholders.
2. Education children Y Provision of Provision of
Host and financial school bus
neighboring assistance per| services,
communities semester or | library,
per request computers,
scholarships
(Lepanto
Educational
Assistance
Program)
3. Livelihood Women’s Y Provision of Technical
Host group and livelihood assistance to
Community | solo parents projects the recipients
i.e. project
proposals /
feasibility study
/ trainings
4. Health Host Persons with Y Only one Provide health
Community | disability barangay services to
(PWD) identified this | indigent
as a priority families &
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PWDs.

5. Peace and | Host N/A Only one Continuous
Order Community barangay program
identified this
as a priority
B. Information,
Education and
Communication
1. Community | Host and PWD, Communities | Continuous
Immersion neighboring | Women'’s should feel the| program
communities | group & presence of
senior Lepanto
citizens
2. Community | Host and Women'’s Communities | Continuous
meetings neighboring | group, solo need to be activities
communities | parents, informed.
PWD, senior
citizens
3. SDMP Host and Women'’s Communities | Continuous
updates & neighboring | group, solo need to be program
planning communities | parents, updated and
PWD, senior participate in
citizens SDMP
planning
4. IEC Host and Women’s Host & Continues IEC
materials neighboring | group, solo neighboring program
communities | parents, communities &
PWD, senior other
citizens, stakeholders
youth, must be
children, informed of the
migrants company’s
programs &
activities
C. Development
of Mining
Technology and
Geosciences
1. Full Host N/A Qualified Continuous
Scholarship community students from | program for
the Host and | deserving
neighboring students
communities
2. Datashed Host N/A
community
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3. Trainings, Host and N/A Y Employees Continuous
seminars, neighboring development | program for
workshops communities and LCMC

advancement | employees,
of skills and contractors,
technologies

Certificates Quantity Units

FPIC process 0

CP secured Not Applicable

What are the Risk/s Identified? Management Approach

Applicability of the FPIC process to r Lepanto and co-contractor Far Southeast
the renewal of MPSA 001-90-CAR is Gold Resources, Inc. obtained a final award
subject of a court case. in 2015 from an arbitral tribunal confirming

that the Free and Prior Informed Consent
and Certification Precondition requirements
under the Indigenous Peoples’ Rights’ Act
may not be validly imposed as requirements
for the renewal of MPSA 001-90-CAR, and
the latter should be renewed under the
same terms and conditions, without
prejudice to changes mutually agreed upon
by the parties. In a decision dated April 30,
2018, the Court of Appeals upheld the Final
Award of the Arbitral Tribunal. The Republic
has elevated the matter to the Supreme
Court where it remains pending.

What are the Opportunity/ies Identified? Management Approach

Clarification of whether there is need for FPIC Pls. see above
for renewal of a pre-existing MPSA

Customer Management/Customer Satisfaction

Disclosure Score Did a third party conduct
the customer
satisfaction study

(YIN)?

Customer satisfaction No
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What is the impact and where does it
occur? What is the organization’s
involvement in the impact?

Management Approach

Timely shipment
Our customers are the buyers of our copper
concentrate and gold dore.

Good relationship with buyers

What are the Risk/s Identified?

Management Approach

Weather disturbances affect shipment
date.

Good planning
Quiality control

What are the Opportunity/ies Identified?

Management Approach

Continuous improvement of sampling and
assaying of data

Quiality Control

Customer privacy

Disclosure Quantity Units
No. of substantiated complaints on customer 0 #
privacy*

No. of complaints addressed 0 #

No. of customers, users and account holders whose [0 #
information is used for secondary purposes

*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

Impact is on relationship with the customers.

Incorporation of Data Privacy notices in
contracts and forms

What are the Risk/s Identified?

Management Approach

Data breach

Privacy Risk Assessment

Compliance Monitoring

Physical and Technical security measures
Recovery and restoration measures

What are the Opportunity/ies Identified?

Management Approach

Employees become more professional in
handling information

Compliance Monitoring
Physical and Technical security measures
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Data Security

Disclosure Quantity Units
No. of data breaches, including leaks, thefts and None #
losses

of data

What is the impact and where does it Management Approach

occur? What is the organization’s
involvement in the impact?

Impact is on the company’s image. It occurs in | Data Privacy manual /guidelines;
the operations, supply chain, and transactions | Appropriate orientation at head office, mine
with service providers, stockholders, and site and other units;

employees. Incorporation of Data Privacy notices in
We process information relating to prospective| contracts and forms

and current employees, retirees and
shareholders.

What are the Risk/s Identified? Management Approach

Data Breach Privacy Risk Assessment

Compliance Monitoring

Physical and Technical security measures
Recovery and restoration measures

What are the Opportunity/ies Identified? Management Approach

Enhancement of data protection measures Follow-up and continuous improvement
Instill discipline and responsible use of
information among employees
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Ira Didulo

From: eafs@bir.gov.ph

Sent: Monday, June 29, 2020 8:08 PM

To: IRA.DIDULO@LEPANTOMINING.COM

Cc: IRA.DIDULO@LEPANTOMINING.COM

Subject: Your BIR AFS eSubmission uploads were received

Hi LCMCITR2019,
Valid files

« EAFS0001602470TH2019-01.pdf
« EAFS0001602470TH2019-02.pdf
o EAFS000160247AFS2019.pdf
o EAFS0001602471TR2019.pdf

Invalid file

¢ <None>

Transaction Code: AFS-2019-MWVV4QN40NQSWV2XMPMIXWMZQOM33QVPQS
Submission Date/Time: Jun 29, 2020 08:07 PM
Company TIN: 000-160-247

Please be reminded that you accepted the terms and conditions for the use of this portal and expressly agree, warrant and certify that:

e The submitted forms, documents and attachments are complete, truthful and correct based on the personal knowledge and the same are
from authentic records;
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