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EXECUTIVE SUMMARY

Published data on the volume and value of metallic mining production in the Philippines has been
usedto gauge thei ndustry’'s contribution to the GDP. C
contribution ranging from 0.7% to 1.0%oupled with an even lower contribution to employment

ranging from 0.5% to 0.7%he overall contribution of the mining industry tothewasnt r y’ s econon
development appears to be negligible. Add to this negative picture, the fact that the official records

on gross output and the total export of metallic minerals do not match, hinting at smuggling. With a
seemingly token contribution and rgbably illegal activities, the higbrofile civil society
organizatonsand some government units have called for a total ban on faogde mining.

Against this backdrop, the MGB commissioned this study to analyse the data systems and processes
in determining the volume and value of metallic mineral production relative to total exports and the
GDP.Four government agencies shared relevant information: Bangko Sentral ng Pilipinas, Bureau of
Customs, National Statistics Office, National Statistical Quatidn Board, and the Department of
Trade and Industry. A large scale mining company, Nickel Asia Corporation, also shared information.

Data was collected through key informant interviews, three focus group discussions, and three
workshops. Although theurpose of these activities was primarily to collect information from
different agencies, the participants composed of government officials utilizeddreto exchange
ideas, clarify issuesdentify gaps and make recommendations to deliver more efficgervice and
publish more accurate information.

Mismatched data was confirmed due to various reasons: (i) different mandates and objectives, (ii)
outdated classifications, (iii) technological incapacity to assay the mineral content of ores, (iv)
technial incapacity and lack of manpower and equipment, (v) lack of a uniform information system
technology, and (vi) lack of venue to harmonize interrelated authorities, ppbiliate concerns and
decisionmaking processes.

Eight recommendations resulted frothe study: (1) review and revise the Commodity and Industry
classifications; (2) review the process and criteria used in the issuance of export permits; (3) create a
compatible Management Information System; (4) conduct hagency capacity building; (5)
upgrade the MGBPETROLAB; (6) hold a study tour to a facility with the latest technology; (7)
support a short training on LME and other international pricing practices, and (8) publish both PHP
and USD values of metallic mineral production when theseegalre indicated in the submitted
reports.



1. Background

Published data on Metallic Mineral Production provides the information that the general public uses

to gauge the contribution of the country’s nat.i
Gross National Income (GNI). There is a presumption that the share of the mining industry as
published through official sources would show the significant or insignificant contribution of that
industry to the growth of the Philippine economy. A complenaentissue is the seeming
inconsistency of data on metallic mineral production and exports that hint at smugglintne

contribution to the GDP is insignificant and/othk data reflectssmugglingthen there are grounds

to impose a total ban on minings demanded bycivil society organization€CSOs) Underlying all

these concerns is the capacity of the government offices tasked with the publication of these data to
determine the correct amounts.

1.1.Research Parameteind objectives

The resarch wa Imited to metallic minerals extracted and sold by selected large scale mining
companiesalthough some datawith respect to gold produced by small scale minams also
provided by key informants Data collection depende@n the data published by government
agenciesand global websitesand the willingness of some large scale companies to disclose
information. Key informants from the government and large scale mining companies shared
information in meetings, workshops, focus group discussions and interviews

Observations and recommendations were gatheogdthe data collection systems and processes of

four national government agencies: (i) Mines and Geosciences Burellineral Economics
Information and Publication Division (M@BEEIPD) of the Department ohidronment and Natural
Resources (DENR); (ii) Bangko Sentral ng Pilipinas (BSP); (iii) National Statistics Office (NSO) of the
National Economic and Development Authority (NEDA); and (iv) Bureau of Customs (BOC) of the
Department of Finance (DOF).

Criticalissues on public disclosure of relevant data and information on mineral production were
sought to be identified by the research to assi :
candidacy to the Extractive Industries Transparency Initigii@l). Outputs from the workshops

conducted by the MGBMEIPD under this research componaimed to develop an estimation
procedure/methodology to be used in the computation of the excise tax.

1.2 Definition of Terms

1.2.1 GROSS PRODUCTION VALUE

RA.742 or the Philippine Mining Act of @95 o0does
GPV. Instead, it definésGr oss Out put” as the actual mar ket v
from its mining area as defined in the National Internal Reee@ode: MGB Forms define

“production value” as referring to “the total %

reporting period as defined in Chapter 1, Section 5 of the Revised IRR of the Philippine Mining Act of

! Sec. 3 (VR.A. 7942. Definition of Terms.



1995 (under $ h®ut?’euM’ DeGradss” refer to al|l nat u
substance in solid, gas, liquid, or any intermediate state excluding energy materials such as coal,
petroleum, natural gas, radioactive materials, and geothermal engrgy.

Box No. 1.Sec. 15IMineral Products, (A) Btes of Tax

R.A8424, National Internal Revenue @de, as amended

There shall be levied, assessed and collected on minerals, mineral products and quarry
resources, excise tax as follow:

(3) On all metallic minerals, a tax based on the actual market valoé the gross output
thereof at the time of removal, in the case of those locally extracted or produced; or the
value used by the Bureau of Customs in determining tariff and customs duties, net of
excise tax and valueadded tax, in the case of importationjn accordance with the
following schedule:

€) Copper and other metallic minerals;
0] On the first three years upon the effectivity of R.A. 7729, one percent
(1%);
(i) On the fourth and fifth years, one and a half percent (1.5%), and
(i) On the sixth year and thereaftertwo percent (2%);
(b) Gold and chromite, two percent (2%).

Pertinent provigons of the National Internal Revenue Cbdefer to the gross outpuin determining
the excise tax.

Ther evenue code uses the “time of removlkelrhe as t he
reference is crucial because metallic minerals upomaetion are not immediately removed from

the mining area and are stockpile@he minerals are only removdtbm the mine sitewhen asaleis

made

The GPVof metallic minerals is determined by the mining company at the time the minerals are
sold®> The GN reported for tax and other commercial purposes is determined only at the time of
sale. When the metallic minerals are extracted, their value is not disclosed by the mining company
to the government or to the general public because at this point, theemais do not have any
meaningful value to the company. As soon as a favourable prieelardd in the global market or
agreed withthe buyer, the mining companyxes the GPV for immediate sale. The price is generally
based on the Daily Metal Price (PWof the specific metallic mineral being sold except when the
contract of sale contains a provision where the selling price is based on another factor.

Daily Metal Prices (DMP) are readily available on the internet. Sources of DMP depend on the type
of metallic mineral. For example, the B$tough its Gold Buying Statiorggtermines theDMPfor
goldin the buying stationbut global daily gold prices are also found in several internet sites, such as

2MGB Form 291 attached as Annex 1.

¥Sec. 3(aa), R.A. 7944,

*Sec. 151 (A)(3), R.A. 8424, Chapter EMcise Tax on Mineral Products

® See Consultation/Assessment Meeting on the Estimation Procedures for the IAfmluane and Value of
Minerals REPORT dated 17 January 2013. PPEI EITI Component.



KITC® For metals other than gold or silvehet london Metal Exchange (LME)the most used
sourcefor copper, aluminium, aluminium aljplead, nickel, tin, zinc, palladium free and chromium;

the Business World (BW) for palladium JMI base, platinum free, platinum JMI base, kruggerand,
iridium whs rot,rhodium whs rot;the United States Geological Survey (USGiSthromite ore,
manganes (4648% Mn) and iron ore (67.5% Fe).

To reiterate, note that the contract between the buyer and the seller could stipulate that another
price determination formula vili be used by the parties instead of the DMP. In this situation, the
DMP becomes a mere reference that would show whether the buyer or the seller got a better deal
out of the stipulation.

1.2.2 EXPORT VALUE

Republic Act No. 7042 or the Foreign InvestmentscAtt 1991 defines “exports’
follows:

Box No.2. Sec. 1Definition of Terms RA 7042. Foreign Investments Act

”

h.“Exports shall mean the volume of the Philip
lading, invard letters of credit, loading certificates, and other commercial documents, or products exported
directly by an export enterprise or the value of services including tourism sold by seriéaged enterprises
to non-resident foreigners or the net wellingrice of export products sold by an export enterprise to anothe
export enterprise that subsequently exports the same; Provided, That sales of export products to anothey
export enterprise shall only be deemed exports when actually exported by the lag@videnced by loading
certificates or similar commercial documents; and Provided, finally, That without actual exportation, the
following shall be considered constructively exported for purposes of the Act: [1] sales of products to bornded
manufacturing varehouses of export enterprises; [2] sales of products to export processing zone enterprises;
[3] sales of products to export enterprises operating bonded warehouses supplying raw materials used i the
manufacture of export products; and [4] sales of protito foreign military bases, diplomatic missions and
other agencies and/or instrumentalities granted tax immunities of locally manufactured, assembled or
repacked products whether paid for in foreign currency or pesos funded from inwardly remittedrforeig
currency.

i . “Output” shall refer to the export enterprise
in case of heterogenous products and volume in case of homogenous products. Heterogenous products shall
refer to products of dferent kinds and characteristics as well as to those of the same kind but with various
categories using different units of measurement. Homogenous products shall refer to products of the same
kind or category using a common unit of measurement.

The export value is determined by the exporter. It enters the official records of the country when
the Export Declaratiofrormprepared by the exporter is submitted to the authoritiehe physical

ad by which the export value is determined is when the Customs examiner inspects the metallic
mineral cargo container and matches the cargo with the export declaration submitted by the
exporter,together with the supporting documents issued by the DBNEB Once the container is
sealed by the Customs examiner, the export vasaeleclared by the exporter becomes conclusive.

® http://www.kitco.com/charts/livegold.html
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The value in the export declaration form is forwarded by theeAu of Qustomsto the Bangko
Sentral ng Pilipinas (BSP) and tlational Statistics Office (NS@ich in turn includes it in the
published total export category for the period.

1.2.3 GROSS PRODUCTION VALUE and EXPORT VALUE

Since the GPV is determined at the time of sale, then when the same metallic mineral production is
expotted, the GPV and the Export Value should be the saWwbenthe GPV and the Export Value
over a similar period do not matchn anomaly is assumed his anomaly raises doutetgardingthe
integrity of the data disclosed by the private sectaniners, mifing companies, exportersand the
capacity of the government data collection system to capture the correct data.

Since the anomaly appeats occurin the data collection, a close look at the systems and processes
of data collection may be able to explatme discrepancy.Agency classifications and categories of
selected metallic minerals are analysed to determine if cross comparisons may be made to come up
with acceptable conclusions.

1.3 Administrative Background

The MGB/MEIPD publishes the GPV oftaltie mineral production in the MGB websiteThe
accuracy by which it publishes this information becomes a measure of transparency and governance,
not only of the MGB or the DENR but of the entire national government under the Aquino
administration.

When issues are raised about the integrity of the data published by the MGB/MEIPD, it must resolve
the issues and/or explaihow andwhy resolving these issues are within outside its authority.

This is especially true with respect to the issue raisectilsiy society organizations regarding a
perceived discrepancy in the GPV and export value reported for metallic minerals like nickel, iron ore
and gold. To support its position on the issue, the MGB/MEIPD commissioned this research paper to
find pertinentdata from other government agencies and the private sector.

1.3.1 NATIONAL GOVERNMENT AGENCIES

Three national government agems were identified by the MGBIEIPDthat generate the

additional datawhich could explain the difference between tHePVof metallic commodities and

the Export Value of the same commodities as the
(GDP). These were: (1) Bangko Sentral ng Pilipinas; (2) National Statistics Office; (3) Bureau of
Customs.

MGBMEIPD aimed t¢a) iderify the gaps in data collection relative to the gross production value
(GPV) and total exports; (b) analyse the significance of the GPV relative to the gross domestic
product (GDP), and (c) analyse the elements and forms us#telmpncerned national garnment
agencies (NGAs) in determining the mineral production value.

Letters were sent to the three agenciéy the DILG/PPErom each of these agenciesith the
specific data requested by the MGB/MEIPD



a. Bangko Sentral ng PilipingBSP)

T
T

T

datasourcof t he miner al export portion of BSP’
data coverage of the mineral exports particularly the commodities included in the said
bulletin, and

administrative forms that BSP are using as basis for the said mineral exports

b. National Stastics Offic§ NSO}

1

T
T
)l

What particular administrative form does the NSO use in getting the mineral exports
data?

What/where/from whom is the data source?

How is the data disaggregated, i.e. by company, by commodity, etc.?, and

What mineral commodities armcluded in the data?

c. Bureau of Custom@0C)

)l
1

T

What is the data flow of the Custoni¥eclaration form?

Does the Customs hawedatabase for the said form and is it accessible in the internet?;
and

What are the parameters used in the database?

Focus Gyup Discussions (FGD) were done with representatives of the BSP and the N&Qgurst
2013and5 August 2013espectively. Venue for the FGD with the BSP was at the ILO Conference
Room, 28 Floor, Yuchengco Tower, RCBC Plaza, Makati City while venine fdSO was at the
Conference Room, NSO, Ramon Magsaysay Blvd., Sta. Mesa,Manila.

Due to administrative problems and continuing reorganization of the BOC on orders of President
Benigno Sirmon Aquino, no FGD could be set until 15 November 2018e BAC Conference Room,
Port Area, Manila, then moved to the Officetbé Chief, Export Division.

On 21 November 2013, the validation workshop was held at the Conference Hall of the DILG, 8
Floor, DIL&NAPOLOCM Bldg., EDSA corner Quezon Ave., QuezonepityseRtatives of the DNER,
MGB, BSP, DTl and NSO attended the workshop, hosted by th&® PHLG

" DILG/PPEI letter to BSP dated 8 July 2013 attached as Annex 2
® DILGPPEI letter to NSO dated 8 July 2013 attached as Annex 3.
° DILG/PPE letter to BOC dated 8 July 2013 attached as Annex 4.
19 ist of participants of the three FGDs attached as Annex 5.
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2. Findings

Research, workshops, focus group discussions and key informant interviews were conducted to
address the issues raised by the MMBIPD regardig the seemingly inconsistent data published by
different government agencies on the volume and value of metallic mineral production and
exportation. After six months, the findings shewva preliminary picture of the relationship of
several agencies anddlprivate sector involved in metallic mineral production.

Legal mandates, implementing rules and regulations and issuances of the four national government
agencieswere discussed, especially those referring to data collection, categories and formulas.
Rdevant newspaper articleand other published materials we also included.

The data generated and published by different government agenciesd not be judged as
technically inconsistent, but maybe better described as having been generated withoufoamuni
system of data collection. Whether or not a uniform system of data collection is possible, remained
to be seen. Several obstacles were found that may hinder the establishment of @ulesandard

due to the lack of technology available to the gavment and the private sector in the country at
this time.

In terms of human resources, both the government and the private sector, especially the civil society
organizations, have expressed their commitment to transparency and disclodafertunately, this

commitment was not matched with the technical capacity of available manpowdre lack of

capable manpower in government was apparent from the beginning of the research.
Understandably, the civlociety organizations have declared their lackeghnical capacity to make

a conclusive determination of the reasons behin
and the largescale mining companies to commit to full disclosure. Through interviews, meetings

and workshops conducted, similar bck of technical capacity in the private sectog, it the large

scale mining companies, medium or sisahle, was also established.

Add this lack of available technical manpower to the lack of technology in the country, and a
conclusion that recommendaccess to technology and technical manpower, both domestic and
foreign, complimented with trainings for government, the bwesia sector and civil society, were
made

The section on Findings is divided ifbar parts: (i) domestic sources through goverant agencies
- MGBMEIPD, BSP, BOC, NSO, NSCB, DTI, (ii) foreign sources, (iii) MGB forms, and (iv) sample
estimation and pricing procedures of a mining company.
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2.1 Data Collectedby the MGBMEIPDBSP, NSO and BOC
2.1.1. MGBMEIPD

Mining Industry Ststics released by the MGB on 30 July 2013 reflect two currencies: Philippine
Peso (PHP) and US dollars (US@Bross Production Value in Mining is reported in PHP by the MGB
while the Total Exports of Minerals and Mineral Products is reported in USie BSP.Although

the information is presented over time, from 2008 to 2012, analysing the GPV relative to the export
cannot be readily made because two currencies are used. This leaves the user or reader guessing
the foreign exchange rate tbe used for a comparative analysis. Not that the foreign exchange rate
cannot be determinedecause that may be checked through the BSP website for the rate used in a
given date butthe exact date from which to base the exchange rate cannot be determined from the
table itself. Further complication arises because the behaviour of the PHP/USD exchange rate is not
confined within a range that may be reflected as an average annual rate for purposes of comparison
between GPV and total exports.

Anotherproblem posed byhe data presented in the same table is the different data categories used

for GPV and total exportsThe GPV in mining reported by the MGB has three categories: (1) Large

Scale Metallic Mining, (2) Small Scaled@dining, and (3) Nometallic Mning. On the other hand,

the “Tot al Exports” reported by the BSP has onl
described as “Mining Contr i bMetalicovinerd blanufactures | Expoc
described as “ Mini npgorGosn't.r i bBuattaetjorissasd dfeo@PYoin B xh e
mining reported by the MGB, which is in three categories, cannot be prestmniee equivalent to

the Total Exports reported by the BSP, which is in two categories. The mismatch cannot be blamed

on Emantics alone. There is the more fundamental question of whether not all minerals

produced in the country arexported; and, assuming for the sake of argument that all are exported,
whether or not these are exported within a given period like periséadgricultural products.

Another question that comes to mind is why small scale gold mining is accorded its own category
relative to large scale mining which indes gold and other minerals when it is not reported
separately for total exports.

Just below the data on total exports is the data on employment reported by the Department of

Labor and Employment (DOLE) which is not expressed in currency but in the number of persons.
This is described as “Mining IiGethdimprdssionthaithe t o To
data covers the whole mining industry. No qualification is made on the type of employment
measured, whether rank and file, technical, supervisory or compensation level.

MGB statistics also conclude that the mining industoptdbution to the GDP is minimal, with a
range of only 0.7% to 1.0%. When the GDP contribution of the mining industry is coupled with its
contribution to employment at an even lower range of only 0.5% to 0.7%, there is no wonder that
high-profile civil ®ciety organizations (CSOs) and some government units are calling for a total ban
on largescale mining.

" Mineral Industry Statistics released on 30 July 2013 attached as«nne
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Table No. 1. Mining Industry Statistics dated 30 July 2013

Bepublic of the Philippines
Department of Emvironment & Namral Resources
# MINES & GEOSCIENCES BUREAU
MINING INDUSTRY STATISTICS
- (RELEASE DATE: 30 July 2013)
008 008 010 7011 T2+

[Gross Production Value In Mining (MGE)

Large Scale Metallic Mining P2 7Rillion | P 428Billion | P69.1Bilion | P880 Bilion | POSS Billion

Small Scale Gold Mining 33.0 Billion 36.8 Billion 429 Billion 34.1 Billion 1.3 Billion

i mining 23.5 Billion 26.5 Billion 333 Billion 411 Billion | _45.6 Billon In PHP
TOTAL— P57.1Billion | F1061Bilion | P1453 Bilion | FP163.2 Bilion | F146.4 Bilion

Total Mining Tnrvestment Diata from the Revitalization §604 2 Million | $719.5 Milkion | $1,053.1 Million | $1,149.7 Million | %7917 Million

FProgram under EO 270 (MGH)
mvummmmmmmmm P53 6Billion | P655Bilion | P852Billion | P969Bilion | P 725 Billion

Mining Contribution To GDP— - 0.7% 0.8% 10% 1.0% 0.7%
Wﬁnﬁﬂm&mm $, 403 Million | $1470MEEen | $1920 Million | $2,840 Million $2,265 Million

Mining Contribution To Totsl Exparts 5.2% 30% 38% 6.0% 4.9%
Total Exports of Non-Mat Mineral Manufactures (BSF) /| $211 Million | $156Million | $162Million | $177Million | $145 Million InUSD
ngmﬁm'ro Total Exports 0.4% 0:4% 0.3% 0.4% 03%
Employment In Mining and i 158,000 168,000 197,000 711,000 252,000

Mining Contribution To Total Employment 0.5% 0.5% 0.5% 0.5% 0.7%
Taxes, Fees and Royalfies From Mimning

Fees, Charges & Royalties Collected by DENR-MGBI.GUs | P 557.4 Millon | P 396.2 Million | P 800.6 Million | P 1,180.8 Million | P1,644.1 Million

Exrise Tax Collected by BIR. 6603 Million | 718.8 Million | 1,305.0 Million | 69858 Million | 2,206.1 Million

Taees Collected by Nat] Govt. Agencies 5,940 5 Million | 10,579.1 Million | 10,187 9 Million | 12 886.0 Million | 7,608 3 Millian

Taxes and Fees Collecied by LGUs 5222 Miillion | _1,000.0 Millign | _1.070.8 Million | _ 1.179.]1 Millien | _ 575.6 Million

TOTAL P7,689.4 Million | F12,696.0Million| P13, 365 2\flksn | P22,231 TMilkion |P12,124.1 Million

Taxes, fees and royalties from mining follow the employment data. These are reported in PHP and
maybe matched with the GPV. For exde) in 2011, the GPV was PHP 163.2 billion while the total
taxes and fees was PHP 22,231.7 million, which expressed in a more uniform manner was PHP
22.231 billion or roughly 13.62%lhe Chamber of Mines of the Philippines (COMP) has taken the
position tat its members pay more than what is reflected in the report, either as other taxes and
fees not included in the reports of the government agencies concerned, or inaccurately reported.
There is general agreement among all stakeholders that this dateatlgi reflects the norpayment

of taxes and fees by small scale gold miners.

A final element in the statistics is the information about the Gross Value Added (GVA) in mining at
current price reported by the National Statistics Coordination Board (NSGBy dei bed as
Contri but i BExpressed in FHP Pit. nfay be compared to the GPV and revenues. Thus, in
2011, the mining contribution to GDP was only 1% at PHP 96.9 billion.

“ Mi

Interestingly, the MGB reports a Total Mining Investment Data of UB® X million or if expressed
in billions, was USD 1.149 hillion. Since the data is expressetbiiher currencies, an immediate
crossreferencebetween the GDP and investmertannot be made.

Therefore, the Mining Industry Statistics should not be usedrossreference among its different

data groups and categories. Moreover, unless there is a standard system of reporting for all
government agencies, the Mining Industry Statistics may not provide a comparative data base
relative toother industries vith respect to total exports and perhaps, even the GDP.

Published data on Metallic Mineral Production provides tietailed information that the general
publicmay useto gauge tha n d u dntributiors tothe Gross Domestic Product (GDP). There is a
presumption that the share of the mining industry as published through official sources would show
the significant or insignificant contribution of éhLargeScale Miningndustry, in particular,to the
growth of the Philippine economy.Another issue raiseavith respect to published data is the

13



seeming inconsistency of data on metallic mineral production and exports that hint at smuggling.
Therefore, if the contribution to the GDP is insignificant/or if there iswide spreadsmuggling

there are grounddfor the increasing clamour of civil society organizatimgmpose a total ban on
largescalemi ni ng in the Philippines in view of the i
these concerns is the capacity of the government offices tasked witpub#cation of these datto

determine the correct volume and value of exported products

Note that the clamour of the antnining civil society organizations is for a ban on lasgge mining
only. A close look at their materials show that advocacyafban on smalkcale mining of gold is
conspicuously absent. Strangely, it is the sisedile gold mining sector that brings down the mining
industry contribution to the GDP because it is this sector that does not pay taxes or fees.

Philippine Metallic Mineral Production is published iright tables. Quantities are measured

di fferently, as indicated in each table. The d:
For example, the data for the firahd secondjuarters of 2013(January taJung is compared to

the data of the sameeriod of the previous year (January fmne, 2012 One reason for the same
referenceperiodis that the extraction or sale of some metallic minerals is affected by the weather

or the season. Some metallic minas like nickel and iron ore are traded during the dry season

because moisture content reduces the price, and may even be a ground for the buyer to reject the
product.

Table 1 - Phiippine Metallic Mineral Productior Quantity

(summary)
Table 2 - Philippine Gold Production In kilograms
Table 3 - Philippine Silver Production In kilograms
Table 4 - Philippine Copper Production Concentrate in DMT

Copper content of concentrate in MT
Table 5 - Philippine Zinc Concentrate Production Concentrate in DMT
Zinc contenf concentratein MT
Table 6 - Philippine Nickel Production Direct Shipping Ore in DMT
Nickel content of ore in DMT
Table 7 - Philippine Nickel Concentrate Production Conentrate in DMT
Nickel content of concentrate in DMT

Table 8 - Philippine MetallurgicaChromite In DMT

Production

*DMT =demoisturizedmetric ton **MT = metric ton

Gold production relative tgold exports is a matter for concern. Official records st decline in
production and export primarily because of the failure of the BSP to attract small scale miners in
selling their gold production to the BSFhis makeshe official dataon gold production and export
highly suspect for not reflecting theue extentof gold production and export in the country since
2011.

In the BSP FGD held on 1 August 28ER, officials said thdte main reason for themall scale gold

miners to find buyers other than the BSP is the imposition of ¢heditable withholding tax.
Presumabl vy, t he i mposition of t his tax was i n
collection. Unfortunately, the opposite happened such that no sales were made. The projected
additional revenues did not materialize, and the entire revease disappeared. An additional loss
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may be considered because the gold product which the BSP uses for reservessataliseistead
sold to other gold buyers.

According to the MGB, the metallic mineral production of the country was projected tandduyi

9% in 2012 from Php 121.99 billion in 2011 to Php 110.57 billion in 2012 (difference of Php 11.42
billion). This was attributed to the expected low turnout in gold purchases from small scale miners
by the BSP and the price of metals in the globatkea However, mine output for nickel was
projected to be positive in 2012 with the entry of producers. The table published by the MGB on
this matter, confined solely to largecalemining,is presented below:

Table No. 3. MGB 2012 Projected Metallic Mineral Production

Volume and Value (in Million PHP)

Mireral Commodity t:;; 2011 ACTUAL 2012 PROJECTION % Change
Volume Value Volume Value Volume  Walue
PRECIOUS METALS
Gold KGS. 31,120 63,143 23,527 38,638 (24) (39)
Silver KGS. 45,530 2,056 45,707 1,630 0 21)
BASEMETALS
Copper Contert of Conc. AT 63,835 19,092 82,935 24,355 30 28
Mixed Mckel Sulphides oA T 22,794 11,197 23,800 15,793 4 4
Nickel Direct Shipping
Ore o T 20 466,858 25,006 20825938 23,943 2 4
Cobalt oo T 1,552 1,368
Metallurgical Chromite ot T 25,483 145 280,000 1,055 999 627
Znc T 18,170 1,037 24874 1,329 37 28
Fron Ore ot T 126 177 315 1,100,000 2,460 772 631
TOTAL 121,930 110,571 (9)

Below areselectedtables showingthe detailed information about the (a) producer or mining
company, (b) project name, (c) quantity, and (d) value. By dividing the quantity with the total value,
the unit value is determined. A cross reference of this unit value may be done with the ®MP t
showthe difference, if any, and if the difference is within the market standard or Aaicording to
resource persons from the private sector, a difference of about five US dollars (US $ 5) for nickel is
within the market standardor a given period This may not be true for gold or other metallic
minerals or for another period

Gold prices indicated in the table that follows fall within a range of about PHP 8,000 over the same
period across producers. For example, from January to June 2013 amoRHMARY PRODUCERS,

the Victoria Gold Project of Lepanto registered a unit price of PHP 34,224.22; the Gold Processing
Plant of Mindanao Mining registered PHP 35,052.57; the Acupan Mining Project of Benguet
registered the lowest at only PHP 28,814.50; AMiEhg registered PHP 33,463.62; Philippine Gold

in Masbate registered PHP 36, 016.50; Greenstone
price at PHP 36,290.00.
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Table No. 4. Philippine Gold Production (MGB Table Noa&)f Sptember 2013

Gold Production

Name of Producer| Project Name JANJUN 2013 JANJUN 2012 % Change
Qty Value Qty Value Qty. | Value

PRIMARY PRODUCERS
Lepanto Cons. Victoria Gold 830 | 28,406,101 705 | 30,780,352 18 (8)
Mng. Corp. Project
Mindanao Gold 512 | 17,946,918 233 9,960,377 | 120 80
Mineral Processing
Processing and Plant
Refining
Johnson Gold Paracale Gold 0 0 0 0 0 0
Mining Corp. Project
Benguet Acupan 20 576,290 0 0
Corporation Contract Mng.

Project
APEX Mining APEX Maco 2,167 | 72,515,667 1,769 | 75,203,224 23 (4)
Company Inc. Operation
Phil. Gold Masbate Gold 2,000 | 72,032,995 2,398 | 102,163,851 | (17) | (29)
Processing & Project
Refining Corp.
Greenstone Siana Gold 958 | 34,765,820 1,180 | 48,928,087
Resources Corp. | Project
SECONDARY PRODUCERS
Philex Mining Padcal Copper 1,231 | 37,217,185 1,747 | 75,593,341 | (30) | (51)
Corporation Project
Rapu-Rapu Rapu-Rapu 5,960 | 166,143,004 7,240 | 239,712,570 | (18) (31)
Processing Inc. Polymetallic

Project
TVI Resource Canatuan 5,104 | 192,654,106 6,786 | 288,222,900 | (25) | (33)
Development Mining Project
(Phils) Inc.
Carmen Copper | Toledo Copper 937 | 33,425,446 1,651 | 70,559,505| (43) | (53)
Corporation Corp.z

Lutopan

Mining Area
Carmen Copper | Toledo Copper 542 | 18,301,645 0 0
Corporation Corp.z

Carmen

Mining Area

Questions may be rsed regarding the unit price difference between the highest registered price of

PHP 36,290.00 and the lowest at PHP 28,814PB@suming good faith in data disclosureyeral
factorsmay be surmisedore quality,location (Benguet is in the Cordilleragtonwhile Greenstone

is in Surigao, Mindandomine age, etc.

Pricesalsofluctuate across time from 2012 to 2013or the same period of January to JunEor
exampleBenguet
2013

June

s Ac

at PHP

Mi ni
814.

upan
28,

ng

50

h

Project
ad no

wh i
producti on
Siana Gold Project which registered the highest unit price at PHP 36,28¢p3@ered PHP

41,464.48 for the same period in 2022 unit price difference oftaout PHP 5,000.00.

cth
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Factors like location, mine age, access to markets or ports for shipment, ore quality, etc., have to be
considered. For instance, location would afaotor inthe weather during specific periods: more
typhoons and rainfall hit the @dillera region than Surigaiaditionally. However, the prices will be
drastically affected if the reverse happens: typhoons and rainfall hit Surigao or the western
Mindanao region more than the Cordillera region, which is being experienced recdiiymining
equipment and operations would be tailored to the weather in a specific area.

Aside from access to markets that consider the cost and availability of transportation facilities such
as ships, trucks and tugboats, the extraction process also ird@genales. Ore concentration and
depth | ocation contribute to the company’ s deci S

Even then, gold mining appears to be more easily defined tharing other metallic minerals like
nickel, which is greatlgffected bymoisture content and the occurrence of other metals in the same
rock.

Twentytwo (22)nickel producersre listed by the MGBIn its website- http://mgb.qgov.ph

Table No. 5 PhilippineNickel Production (MGBTable No.7) as of September 2013

Name of Project Name JANJUN 2013 JANJUN 2012 % Change
Producer Qty Value Qty Value Qty. | Value
Cagdianao Cagdianao
Mining Corp. Nickel Project
Direct Shipping Ore 0 0 81,603 97,043,249
Nickel content of ae 0 1,439
Hinatuan Mining | Taganaan
Corp. Nickel Project
Direct Shipping Ore| 852,538 | 1,216,557,330| 587,234 | 1,106,461,720 45| 10
Nickel content of ore 6,905 4,657 48
Rio Tuba Nickel | Rio Tuba
Mng. Nickel Project
Direct Shipping Ore| 985,825 | 1,116,040,000| 721,569 | 1,474,730,000 37| (24)
Nickel content of ore 14,110 11,945
Taganito Mining | Claver Nickel
Corp. Project
Direct Shipping Ore| 439,587 463,700,637 | 303,758 805,506,912 45| (42)
Nickel content of ore 7,427 5,245 42
Berong Mining Berong Nickel
Corp. Project
Direct Shipping Ore| 350,900 533,111,787 | 230,700 419,455,559 52| 27
Nickel content of ore| 34,930 4,088 754
Zambales Sta.Cruz
Diversified Candelaria
Metals Corp. Mining
Project
Direct Shipping Ore| 143,302 217,832,139 | 301,556 646,515,041 | (52) | (66)
Nickel content of ore 2,346 5,291 (56)
Platinum Group | Cagdianao
Metals Nickel Project
Corporation
Direct Shipping Ore| 749,804 637,860,877 | 1,254,31| 2,288,032,687| (40) | (72)
1
Nickel content of ore 7,962 12,960 (39)
CTP Adlay Nickel
Construction and | Project
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Mining Corp. |

Direct Shipping Ore| 1,453,01| 1,822,420,955| 1,589,10 | 2,401,608,249 9 | (24)
3 2
Nickel content of ore| 13,020 13,309 (2)
CTP Dahican
Construction and | Nickel Project
Mining Corp.
Direct Shipping Ore| 13,544 11,032,166 0 0
Nickel content of ore 98 0
Carrascal Nickel | Carrascal
Corporation Nickel Project
Direct Shipping Ore| 1,378,16 | 1,791,454,402| 1,189,86 | 1,761,704,560 16 2
2 9
Nickel content of ore 11,496 10,101 14
Marcventures Cantilan
Mining & Dev. Nickel Project
Corp.
Direct Shipping Ore| 161,061 419,317,148 | 209,348 277,212,064 | (23) 51
Nickel content of ore| 1,306 2,602 (50)
SR Metals, Inc. SR Metal
Project
Direct Shipping Ore| 1,217,97 | 1,044,079,586| 1,068,22 794,614,079 14| 31
1 8
Nickel content of ore 7,598 7,683 (1)
Oriental Synergy | Bel-at Nickel
Mining Corp. Project
Direct Shipping Ore| 127,370 60,178,439 | 136,388 56,264,036 (7) 7
Nickel content of ore 1,156 1,168
Claver Mneral Tandawa
Development Nickel Project
Corp./Shenzhou
Mining Grp Corp.
Direct Shipping Ore| 217,814 96,420,917 | 395,756 254,097,320 | (45) | (62)
Nickel content of ore 1,359 3,525 (61)
Pacific Nickel Nonoc Nickel
Phil. Inc./Shuley | Project
Mine
Direct Shipping Ore| 286,347 252,978,591 0 0
Nickel content of ore 2,300 0
Benguet Sta. Cruz
Corporation Nickel Mining
Proj.
Direct Shipping Ore| 504,236 974,794,491 | 759,018 | 1,738,658,456| (34) | (44)
Nickel content of ore 8,858 12,887 (31)
Citinickel Mines | Toronto
Q $AO8 0O | Nickel Proj.
Direct Shipping Ore| 1,505,02 | 1,281,340,689| 1,416,79| 1,267,618,662 6 1
6 1
Nickel content of ore| 22,555 21,162 7
AAM-PHIL Nat. Dinagat
Res. Exploration | Chromite/
& Devt Corp. Nickel Proj.
Direct Shipping Ore| 70,800 53,525,156 | 68,913 41,352,300
Nickel content of ore 694 675
Adnama Mining | Urbiztondo
Resources Inc. Nickel Proj.
Direct Shipping Ore| 835,026 927,789,000 0 0
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Nickel content of ore 6,938 0
Eramen Minerals | Sta. Cruz
Inc. Mining Proj.
Direct Shipping Ore| 492,190 569,324,030 0 0
Nickel content of ore 7,875 0
Sinosteel Phil. H. | H. Y. Nickel
Y. Mining Corp. | Chromite
Project
Direct Shipping Ore 0 0 0 0
Nickel content of ore 0 0
LNI Archipelago | Guinabon
Minerals Inc./ Nickel Project
Filipinas Mining
Corp.
Direct Shipping Ore| 251,238 382,714,760 0 0
Nickel content of ore 4,416 0
10,314,1
TOTAL Direct Shipping Ore | 12,035,753 | 13,872,473,098 45 | 15,430,874,895 17 | (10)
TOTALNickel content of ore 163,347 118,737

Note that unlike gold which has only one reference for quantity of the exported commaodity, nickel
ore has two references: (1) Direct Shipping Ore, and (2) Nickel content of ore. Note also that the

total averagenickel content of ore in 2.is 73.68 while the total average in 2012 is 86.87. These
numbers convey a clear message that a ratio for nickelrelaive to its nickel contentannot be
used for comparisomcross time In fact, it cannot be considereat all across different producers

because the product is unique to each area. What the data shows is that the nickel content of the
ore shipped appear to have contained more nickel in 2012 than in 2013. Nothing more can be

deduced from this data becaudbere are too many factors in play: ore quality, location, storage,
weather, disclosure, assagchnical capacityetc.
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Aside from publishing data on
— TR mlngral production, the .MGB
Mineral Unit Closing Price Source publishes data on mineral
Sold =Sz, 131540 8P exports. Whether or not a
Silver USSloz. 21.85 BSP
Copper USH/mt 715800  LME cross reference betwee these
Alum. H.G. USSimt L771.50]  LME two remains to be seen. As
Alum. Alloy USEimt 1,776.00 E . .
Lead USSimt 213175 LME previously  discussed, the
[Rlick=] USmt 14.278.00] LM published data is in two
Tin USSimt 23.000.00] LME ) ]
Zinc USS/mt 1,828 50 E different currencies: PHP for
Palladium JMI base US3froy oz 750,00 BW
Platinum free USSitroy oz 145100 BW for total exports.
Platinum JMI base US3froy oz 1.454.00 BW
Kruggerand fob USSiroy oz 1.28550) BW The MGB also publishes the
Indium, whs rot US3froy oz 480,00 BW . .
Rhodium, whe rot USSfiroy oz — Daily Metal Prices, such as the
Chromium * USSimt 13.881.00| USGS table on the left, dated 5
Chromite Ore ™ USS/imt 43500 USGS
[Manganese (46-48% Mn)" USHmt (CLF.) 740 USGS Novemter 2013.
Jiron ore (67.5% Fe) USS/mt ~101.00 UsSGS
LEGEND - The daily metal prices are in
ﬁ:“;‘;fe‘mm"“g:‘:r USD coming from four sources:
BV - Business World (1) BSP, (2) London Metal
LISGS - L1.5: Geologlcal Sunvey Exchange or LME, (3) BW or
* Bwerage price 2012 )
~ Estimated from reparted value of ore at mines. Business World, and (4) USGS
Disckalmer: Price dats are for Infomiational purposes onfy. MGE menely guates sald dat from or the U.S. Geological Survey.
sources as Indicabed, and disciaims any Eaiity for emors or problems that may anss from use . .
3 The daily metal price of the last
MM four ores are equivalent to the

averag price the year before,
2012, making the data inaccurate and should be removed from the list. These four ores are:
chromium, chromite ore, manganese (48% Mn) and iron ore (67.5% Fdy using the USD daily
price, it appears to be easier to determittee PHP/USD exchange rate. A comparison would have
been easier if the daily metal prices in USD are also shown in PHP.

Finally, the footnotes include a Disclaimer by the MGB from any liability due to errors or problems
that may arise from using the dataRightly so, because the MGlns to provide a picture of the
complexityof the metallic mining industry. Its objectivenst to provide data for the Balance of
Payments.

Metallic Mineral Exports

The MGBegional offices publish in thewebsite thetotal value of gross minet@xports for a given
period. For exampleht latestpublished data on th&kegion 13vebsitecovers the period January

to June 2012 with a reported greexport of Php 14.72 Billidh. The DENR MGB Region 13 Office in
SurigaoCity listed seventeen mining companies, indicating the volume and value of the mineral
commodity shipped by each companyhe mineral commodities exported were only four: (1) nickel

2 Eull table of theMineral Export Report for January to June 2012 posted on the MGB website as of 17 Nov.
2013, attached as Annex 7.
http://mgbrl3.ph/index.ph?option=com_content&view=article&id=147&Itemid=86
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ore; (2) chromite ore; (3) gold bullion; and (4) silveHongkong and Stzerland were the
destinations of gold and silver shipments. China was the major destination of the nickel and
chromite shipments, with Japan, Australia and the MCCI lligan City as the other minor destinations
of the same minerals

Table No.7. MGB Region 13 Mineral Export Report

Mineral Export

MONDAY, 16 JULY 2012 15:08
Boakmark with:
s 28

For the Period January to June 2012

Estimated Value (PhF)

SR Metals, 26 Nicke! Ore - Limonite Tubay, Agusan del Norte 1.375.226.20 1.280,330,138.31 China

Taganite 20 Nickel Ore - Saprolite & Limonite Claver, Surigao del Morte 1.035.877.00 1,438,237 330 80 China & PAMCO, Japan

Shenzhou 20 Micke Ore - Limonite Claver, Surigao del Nore 528.258.00 581,372,063 08 China

Pilatinumm 45 Mickel Ore - Low Grade Saprolite &  Claver, Surigao del Norte 1.801.702.00 2,154,495 320 22 Chinz, QNI Australia & MCCI
Group Metal Limonite: Nigan City

Adnama 20 Nicke Ore - Limonite Claver, Surigao del Morte 1.107.221.53 1.055,744,270.09 China

Marcventures § Mickel Ore - Low Grade Saprolite Cantilan, Surigao del Sur 250,593.04 31,5065,054.92 China

o as RBrked s i Pt Cuerieeans el Coe 7 247 &nA IR 7 480 AR4 200 N i
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2.1.2. Bangko Sentral ng Pilipina@SP)

R.A. 7653, the New Central Bank Act, which is the law that created the BSP does not expressly
provide for its authority to buy gold. Instead, this authority is gilgnvirtue of R.A. 7076, the
Peopl e’ caleMnimg Act of 1991.

Box No. 3Sec. 3. Responsibility amtimary ObjectiveR.A. 7653. The New Central Bank Act.

The Bangko Sentral shall provide policy directions in the areas of money, banking and credit.
shall have supervision over the operations of banks and exercise such regulatory powers :
provided in this Act and other pertinent laws over the operations of finance companies and nen
bank institutions performing quasi-banking functions, hereafter referred to as quasibanking
functions.

The primary objective of the Bangko Sentral is to maintain price stability conducive to a balance
and sustainable growth of the economy. It shall also promote and maintain monetary stability an
the convertibility of the peso.

Box No. 4Sec. 17. Saleof Gol&. A. 7076. Peopl eds Small

All gold produced by small scale miners in any mineral area shall be sold to ther@ral Bank, or its
duly authorized representative, which shall buy it at prices competitive with those prevailing in the
world market regardless of volume or weight.

The Central Bank shall establish as many buying stations in getdsh areas to fully senice the
requirements of the smaltscale miners thereat.

BSP Gold Buying Program

The BSP Gold Buyingofram begins with the purchase of gold from small scale miners in
accordance with R. A. 7ffyAé of(199%) am ffran other Sooreek.| TheSc a |l e
BSP refines the pureked gold to form$ acceptable in the international bullion markets. The
purchase price is based on the prevailing international gold market price and prevailing PHP/USD
exchange rate set by the BSP Treasury Department on a daily basis.

Since the BSP immcerned with the Balance of Payments (BOP), the USD value of the exported
commodity is used instead of the PHP value.

13 Physical Form of GOLD to be accepted by the BSP: 1. Bar or disc (powder is not accepted); 2. Should not
contain mercury or amalgam in any quantity; 3. Free or slag or other foreign matter; 4. Nd sigtatlic
segregation/layering or poured shortness; 5. Should not be damp or wWetl/IDELINESSP GOLD BUYING

PROGRAM.
23



The payment scheme for purchased gold has two steps: (i) Initial payment equivalent to 99% of the
value of the delivery based on-asceved weight and preliminary assay by specific gravity method

less the 2% Excise Tax and the 5% Creditable Withholding Tax shall be paid the following business
day after date of delivery/sale, depending on the volume of purchase; (ii) Final settlemeng of th
balance shall be paid upon completion of evaluation melting and final assay or within 30 calendar

days from date of delivery/sale, depending on the volume of purchaB&P published these
guidelines in its websiteh{tp://www.bsp.gov.ph/bspnotes/bspgold.adp

Box No. 5 GUIDELINESi BSP GOLD BUYING PROGRAM

1. Goldmay be sold to the Bangko Sentral ng Pilipinas (BSP) through its buying stations in the

Sentral regioal offices in Davao City (BSR@vao), Zamboanga City (BSRlnboanga), Baguio
City (BSRBaguio) and Naga City (BSRapa).

2. The Bangko Sentral shall purchase the refined gold in Philippine pesos (PHP), at the prevailin
international gold market price angrevailing PHP/USD exchange rate set by the BSP Treasury
Department on a daily basis.

the Office of the Director, DGS (if sold to the DGS buying sjatioto the Office of the Regional
Administrator (if sold to the regional buy
indicating that the gold is offered for sale for value on the date of delivery and must be receive
later than 2:00p.m. of the advice date.

NOTES:

a. Forms of the “Letter of Delivery and Sal e”
b. Xerox or other reproduced copies shall not be allowed/accepted.

Department of General Services (DGS) in the Security Plant Complex, Quezon City and in the

3. Gold traders/residents intending to sell their gold to the Bangko Sentral shall address and preg

Bangko

ing st
d not

shall

Although the BSP established gdldying stations on site, the imposition of the 5% Creditable

Withholding Tax on top of the 2% Excise Tax resulted in the slump in gold sales. Smualingrale
avoidedthe BSP goMbuying stations? Physical access cannot replace econaroisiderations

With respect to gold exports, the BSP relies on the data submitted to it b@@ which in turn is

basd on the datastated in the Export Declaratidcorm prepared by the exporter supported by the

mining export permit issued by the DENR Secretagther government entities

BSP publishes data on the Gross National Income (GNI) and the Gross Domestic Product (GDP) by
industrial origin. The value oftte industrial contribution is expressed in PHP while the total GDP is
expressed in both PHP and USD. Expectedly, the data groups or classifications used by the BSP are

different from those used by the DENWRGB. Where the DENRGB focused on three categes for
mineral production: (1) Large Scale Metallic Mining, (2) Small Scale Gold Mining, and {3)

Non

metallic Mining for GPV, the BSP listed four industries: (a) Mining & Quarrying, (b) Manufacturing,

(c) Construction, and (d) Electricity, Gas and Wadearly, thaotal GPV of mineral productiotan

“BSP GokBuying Stations are located in Quezon City, Baguio City, Davao City, Zamboanga City and Naga City.
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never be equivalent to the GDP of the mining & quarrying-setior because the MGB data
excludes quarrying and is incapable of capturing accurate data on small scale gold rhinihg.
same way, lte BSRlassification limitdts classification under mining and quarrying to the extraction
process only. It does not include mineral processing wikichassified undemanufacturing.

Among the four subsectori® the BSP tablemining & quarryingegisteredthe least contribution
while manufacturing gave the highest contribution. For example, in 2011, mining & quarrying
registered PHP 143.027 billion while manufacturing registered PHP 2.047 trHencentage wise,

the contribution of mining & quarrying t&dGDP wasa measly1.47% whilethe contribution of
manufacturing was 21.03%.

An additional problem lies in the fact that the mining & quarryirmgibsetor provides the raw
materials for manufacturing. One subsector cannot just be dismissed withoutiaffebe other
subsectors since they naturally interact.umping the two together is also not possible because
mineral processing is not the only activity under manufacturif@ee BSP Table beldw.

TableNo. 8. BSA GNI and GDP by industrial origin indicating value of subsectors in BttPUSD

52 GROSS NATIONAL INCOME (GNI) AND GROSS DOMESTIC PRODUCT (GDP) BY INDUSTRIAL ORIGIN
at cument prices
Item 2004 2005 2006 2007 2008 2009 2010 2011 2012
— — — — — — — — ——
Levels {in million pesos)
I Agriculture, Fishery and Forestry 681,296 719,076 775,688 861,365 1,022,515 1,049,674 1,108,718 1,245,196 1,256,730
II. Industrial Sector 1,728,281 1,921,019 2,100,382 2,276,254 2,536,461 2,545,104 2,932,279 3,056,468 3,281,780
A. Mining & Quarying 54215 69,608 76,548 93,905 95410 106,396 128,727 143027 114,691
B. Manufacturing 1,226,259 1,365,895 1481322 1,567,697 1,760,890 1,706,391 1,930,779 247,718 2,164,115
C. Construetion 255,909 269,080 308,212 365,545 419,402 460,426 551,230 538,377 628,676
D. Electricity, Gas and Water 191,898 216,636 234,300 251,107 262,758 271,882 321,543 330,346 374,297
L. Service Sector 2,710,858 3,037,656 3,395,087 3,753,102 4,150,928 4,431,165 4,962,483 5,433,857 6,029,895
A. Transperiafion, Storage and Communication 394,960 443,503 476,866 514,537 548,856 561,083 586,197 627,255 689,019
B. Trade and Repair of Motor Vehicles, Motorcycles,
Personal and Household Goods 817,162 931,135 1,053,202 1,176,783 1,316,070 1,359,500 1,563,786 1,695,908 1,869,672
C. Financial Intermediation 280,672 333977 396,566 449,653 499 825 544 526 622,404 684,088 760,649
D. Real Estate, Renting and Business Ativities 491,461 560,114 631,048 700,795 816,548 884,131 979,129 1,115 545 1,252,428
E. Public Administration and Defense;
Compulsory Social Security 225,668 233,785 260,217 269,287 285,860 323,605 372,304 392,616 433,604
F. Other Services 500,938 535,141 576,888 640,087 692,669 758,310 838,663 918,345 1,024,483
Gross Domestic Product 5,120,435 5,677,750 6,271,157 6,892,721 7,720,903 8,026,143 9,003,480 9,735,521 10,568,405
et Primary Income 1,184,673 1,472,565 1,611,931 1,741,410 2,055,282 2,526,323 2,992,597 3,142,608 3,346,712
Gross National Income 6,305,108 7,150,315 7,883,088 8,634,132 9,776,185 10,652,466 11,996,077 12,878,127 13,915,117
Gross National Income (Million U.S. Dollars) * 112,511 129,804 153,624 187,085 219,815 223617 265,831 297,326 329,517
Per Capita GNI { U.5. Dollars) * 1,348 1522 1,766 2,109 2430 2457 2,872 3187 3441

The same table lists the contribution of the four ustlry subsectors to the GDP. As previously
analysed, the GDP share reflected for tihaining & quarryinjindustry is misleading because the
same is limitedd the extraction process only; while processed mineral products are included in
manufacturing."”

Without disaggregated information about the different manufacturing activities, nothing can be
deducedfor mineral processing.
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Focusing on the gold buying program, the BSP recorded a drastic decrease in less than a year when
the 5% creditable withholdintax was required by the BIR to be imposed at the time of sale.

Figure No. 1Bangko Sentral ng Pilipinais Gold Purchases 206812

%

w3 QO ——x
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2.1.3 Bureau of Custom@OC)

The Bureau of Customs (BOC) is under the Department of Finance. The current organization, duties
and responsibilities of the BOC is provided undeecHtive Order No. 127 issued by President
Corazon Aquino in 1986However, he history of the BOC is noteworthy. It is one of the oldest
agencies of the Philippine governmewngt probably one equipped with the latest information
technology The BOC Margement Information System and Technology Group (MISV&
establishedoursuant toExecutive Order No. 463 dated 9 January 188 that as it mayR.A. 1937,

the Tariff and Customs Code or Tariff Law that took effect on 1 Julyid 881 the law thaprovides

for the functions of the BOC

Box No.6Sec. 602, Functions of the Bureau of CustdRepublic Act No. 1937.

a. The assessment and collection of the lawful revenues from impiad articles and all other

dues, fees, charges, fines and penalties accruing under the tariff and customs laws.

The prevention and suppression of smuggling and other frauds upon the customs.

The supervision and control over the entrance and clearance of s&els and aircraft engaged
in foreign commerce.

d. The general supervision, control and regulation of vessels engaged in the carrying of
passengers and freight or in towage in coastwise trade and in the bays and rivers of the
Philippines. The enforcement oftie tariff and customs laws and all other laws, rules and
regulations relating to the tariff and customs administration.

XXX

Understandably, the BOC focuses on importations rather than on expsrxpressly mandated by
law. Necessarilyt collects tariff or revenues on importations antbkes no collectionfor exports.

It merely chargs minimal fees equivalent to the documentary stamp tax onoexpeclaration
forms at PHP 115

In special circumstances when manual applications for exports are nramsactions are covered
by four documents: (i) Export Declarattan(ii) Certificate © Identification; (iii) Certification of
Origin with Preexportation Evaluation of Goods; and (iv) Certificate of Shipmétbwever, the
current general practice for export applications and processing-i;en

When the export automated system was opgoaalized in June 2013, manual applications to
export goods were generally no longer allowed, except in special circumstances. Metallic mineral
exports have since sed the export automated system installed and implemented in all district
offices of the BC.

With respect to metallic mineral exports loaded in containers, the BOC relies on the export
declaration accomplished by the exporter on line. To access this form from the BOC website, the
exporter must be accredited in th€lient Profile RegistratioBystem (CPR®&j the BOCwhich is
managed by a Value Added Service Provider. The CPRS is the gateway of stakeholders to connect
with the BOC.

The export procedure is simple. The accredited exporter fills in the export declafatioron line,
prints it and submits the filled in form to thBOCExports Division and pays the PHP 115 fee for the

!> Sample export declarath form attached as Annex 8.
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documentary stamp.On site, the Customs Trade Control Officer checks the export declaration form
with documentary stamp and supporting documents issued by tE®&NRor other government
entities that exercise jurisdiction over the area where the metallic mineral came. frdfnthe
documents do not appear to be tampetethe exportation is permitted and the mineral product or
container is loaded on the ship.

The BOQises color codes for export products: green, yellow and red. Metallic Mineral exports are
coded yellow. This means that supporting documents from other agencies are required to be
attached to the export declaration form. Undeniably, the customs aSfian site do not have the
capacity to determine theaccuracy and validity of theethnical description in thesupporting
documents Decisions are madey the customs officers onsitebasech t he document s’
These documents are: (1) exportrpet issued by the MGB; (2) MOEP signed by the DENR Secretary
or other government officials with jurisdiction over the area of origin of the mineral proaumdt (3)

OTP issued by the MGB Regional Director.

Permits or supporting documents méag issued # sources other than the MGB. These sources are
the Board of Investments (BOI), the Philippingodtt Zone Authority (PEZAhe Philippine Ports
Authority (PPA), and Provincial Governors.

The value of the exported product is indicated in the Export Datitan Form and madsoldy by

the exporter. No technical equipment is available siteto determine its actual value. Moreover,

the customs officer on site has no technical background to determine the value of the metallic
mineral ore inside the contaér van except to check its declaraeight against its actual weight in

the port through the use of a weighing scale, and the form of the product through the use of an x
ray machine.

For instance, an item declared as a vehicle can be easily validatadythxray based on its shape

but metallic mineral products do not have any defined shape or foiieights are capped at 50,000
M/T for small scale mining but no determination can be made regarding the actual ore quality or its
value.

The authority to $op exportation is lodged with the MGB, not the BOGnce the BOC receives a
Ceaseand-Desist Order by th#1GB the BOC will not allow the loading of the cargo on the .shiipe
situation on site is not as clear cut as it appears to be. There are otiverrgnent entities that

issue loading permits that cannot be ignored by the BOC, especially when the issuing authority is the
local government uni(LGU).

During the FGDthe BOC raised @aoncern about export or loading permits issued b§Us
specificdly, provincial governments with respect small scale mining anguarries. There is a grey
area on whether or not the authority to issue loading permits has been fully devolved from the MGB
to local governments under the Local Government Code (R.A. 71803 is especially important to

the BOC because exportation is done through ports located nationwide. Exportation in local ports
has been facilitated with the automated system which allows data collection without hampering
local processes and acceskipi LGUs have more significant presence in the local ports than the
DENRMVIGB.
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2.1.4 National Statistics Office (NSO)

The NS@mplements the Civil Registry Law, Act No. 3753 enacted in 1931.

It collects and publishes data dterchandise Export Peror manc e .
gainers as of Alyaghersningalp@otiugts at B8e5%0,6(Zathodés & sections of
cathodes of refined copper at 36.3%, )(8ther manufactures at 35.8%, )(4gnition wiring set and
other wiring setsused in vehicles, aircrafts and ships at 31.8)pmetal components at 18.7%6)
electronic products at 12.8%y) articles of apparel and clothing accessoried 2t1%, (8hemicals
at 0.3%,(9) machinery & transporat -22.2%,(10) woodcrafts and funiture at-1.77%. See table

below.

Table No.9. NSO Merchandize Export PerformardztedSeptember 2013

The

September

MERCHANDISE EXPORT PERFORMANCE*
September 2013

(Preliminary)

r—revised

2013 2012
September ¥ Augusi September "
TOTAL EXPORTS
FOE Value (in Million US Dollars} 504548 4 58122 481080
Year-on-Year Growth (Percent) 44 202 235
Month-on-Manth Growth (Percant) 101 - 53 263
Eleclranic Products
FOB Value (in Million US Dollars) 2,101.51 1,784.23 1,863.64
Year-on-year Growth (Percent) 128 - 04 25
Month-on-Manth Growth (Percent) 178 - 05 4.1
Top 10 Philippine EXporls 1o All Countiies: August 2013 ¢
[Year-on-Year Growth in Percent)
Gainers. Losers
Citer Mineral Products 535 | Machinery & Transport - 222
Cathodes & Seclions of Cathodes of Refined Equipment 17
Copper 36.3 | Woodcrafts and Furniture
Other Manuf aclures 358
lgnition \Wiring Set and Other Wiring Sets Used
inYehicles, Aircrafts and Ships 3.2
Metal companents 18.7
Electronic products 12.8
Articles of Apparel and Clothing Acoassories 121
Chemicals 0.3
* Inclsde transactions that passed theough all Valse Added Bervice Provider [VASF) for the monthiof June.
i - peEbm ifEny

Thetotal value of the top ten exportas of September 2013 was USD 5.045 billion. eitpsessed in

USD onlyConsidering that the report focuses on performance, the currency used to determine
growth is immaterial. Thus, the report further discloses that the monthly growth rate was 10.1%
from USD 4.811 billion in August 2013, but registered an annual decrease of 0.1% of only USD 40.048
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billion from the previldoweverthe dSDiasispré/éBimadiiat® 8 5
cross reference to other data expressed in PHP, such as the GDlReosameperiod of time.

NSOfurther provides the value of the total exports of each of the top ten commaoditiemillion
USD showing that the top ten accounttedt 75.4% of total exports.

Figure No. 2Philippine Top Five Exports September 2013 and 2012

FIGURE 2 Philippine Top Five Exports: September 2013 and 2012

Commuodity Group
143.87
Metal Components 170.80
lgnition Wiring Set and Other Wiring 141.44 September 12
Sets Used in Vehicles, Aircrafts and . 185.53 et )

Ships ’ = September 13

24

Woodcrafts and Fumniture - i???l 13

335.97
Other Manufactures 45640

1,863.64
Electronic Products N > 101.51

FOB Value in Million US Dollars

A visual appreciation of the graph would favour electronic products versus metal components, being
the highest and lowest exported commodities respectively. Such conclusion is detrimental to the
metallic mineral indatry yet a deeper analysis would surmise that electronic products depend on
metallic minerals, especially copper, gold, nickel and chromite. A more reasonable appreciation
would conclude that some metallic minerals are exported as metal components, sdrile are
exported as electronic products, and also as ignition wiring set, etc. Technically therefore, three of
the top ten exported commodities may be considered to revolve around metallic mineral
production.

In view of the different objective of trackinmerchandise performance, the NSO data cannot be
used as cross reference to the GDP contribution of the mining industry. A declaratidia tteaal

ban on large scale mining may be pursued because it is the export of electronic products that drives
ecoromic growth is baseless.As already stated, electronic products use metallic minerals. The
comparative statement would have been possibléhi# export values ofvoodcrafts and clothing

were used to dismiss the significance of metallic mineral prodaoctio

Further complication occurs with the NSO data on exports by commodity group where forest
products, mineral products and manufactured goods are listed. Without a description of the
manufactured goods, the list gives the impression that no forest pradiilae timber and no mineral
products like gold and nickel were used in the manufacture of the goods exported. It is highly
probable that the opposite is true.
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Figure No. 3Philippine Exports by Commodity Groupeptember 2013 and 2012

FIGURE 3 Philippine Exports by Commodity Group: September 2013 and 2012
Commodity Group
Forest Products : 1;';15
I
Petroleum Products. | 62.65 = Soptomber'1Z
= Saptambear *13
Total Agro-Based Products = 23;:‘::
Mineral Products - RS
Special Transactions I- ;;3?:3
I '
T GO0t o ————— 3 005 4%
FOB Value in Million US Dollars

Detailed information about each commodity is shown in another NSO table with valueDitf US

The table lists “copper concentrates”’”, “copper
ore”, “nickel” and “others” under Miner al Produc
goods, further broken dewrect mami c* seéant & o rpd wWcte
equi pment ” “consumer electronics”, “tel ecommun
i nstrumentation”, “medical /industrial i nstrumen
metal |l i c mi ner att hema naelf actt uo reis¢s” ,“ 0“ machinery an
listed under
“Ot her Table No.9. NSO Philippine Exports by Commodity Group.
manufactured Jani Sept 2013 and 201-2excerp
” Mineral Products 2,650,558,606 1.628,345177 62.78
g 00 d S € Copper Concentrates 205.151.314 206,825,340 4271
Copper Metal 530.140.646 245338740 116.09
from the SUb Gold 58.018.191 08,501,583 (4019
Iron Ore Agglomerates 30,682,410 67.438,758 190.64
Category Of Chromium Ore 15.159.027 7063237 114 62
electronic Nickel 68.201 1.485 0.00
Others 1,670438.727 1.003,176,034 66.52
products. Petroleum Products 670,453,388 274,822,530 143.96
Manufactures 32,400,797,005 34,342,260,744 (5.65
Electronic Products 15.764.852.626 17.574,700,794 (10,04
Components Devices (Semiconductors) 11.852.755.275 13.283.801.276 (10.77,
Electronic Data Processing 2.193.563.343 2.630,850954 (16.62
Office Equipment 381.151.285 378,960,314 0.58
Consumer Electronics 214272041 184,703,103 16.01
Telecommmunication 277,766,002 436,416,984 (3635
Communication/Radar 128.525.400 187.000,699 (31.27
Control and Instrumentation 316.677.298 200,836,665 38.61
Medical/Industrial Instrumentation 35,828,820 43,382,450 (1741
Automotive Electronics 364.312.262 138,748,340 162.57
Other Electronics 1.880.667.641 1.831.464.637 2.69

* NSO Table on Philippine Exports by Commodity Group, Jan. to Sept. 2013 and 2012 attached as Annex 9.
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2.1.5 National Statistical Coordination Board (NSCB)

NSCB is the poliapaking and coordinating agcy of the Philippine Statistical Syst@@SSyvhich is

a decentralizedystem that provides statistical information and services to the public. It implements
the Philippine Statistical Development Program (PDSP) or the blueprint of the integratedavidion
priority programs and projects to be undertaken by the PSS for 5 yedlts.issues standards to
ensure consistency among data producers such as standard concepts and data classification systems.
Among the five standard classification systems maiad by the NSCB, two are relevant to the
production and export of metallic minerals: (i) Philippine Standard Commodity Classification, and (ii)
Philippine Standard Industry Classificatiohikewise, its Technical (intagency) Committee on
Statistical &andards and Classifications may play a significant role in providing the standards for data
collection in metallic mineral production and exports that would make eregsences possible and
dependable.

For example, the NSO list of
mineral products she about
ninety (90) items with PSCC
2004 codes numbered from

TableNo. 10. NSO List of Mineral Products with PSSC number code

- = Turnings, shavings, chips, milling waste, sawdust,
filimgs. trimmings and stampings. whether ar not in

72 | 7204490000 Bondles 2601110000 (non
T3 : T20d430000 = =Other agglomerated) to
74 T204500000 - Remelting scrapingots
75 F 7407000000 - Copper mattes 9812700000 (other
76 [ 7401200000 | - Cement copper [precipitated copper) UanOUght gOId) althOUgh
77 [ 740510000 - - Cathodes and sections of cathodes the numbers skip other
72 T 7403130002 - - Other| Bars and rods .
7a [ 7404000001  Copperwaste and scrap. | Of brass numbers. ] Further d_etall
g0 [ 7404000003  Copper waste and serap. | Other show that nickel is assigned
gt [ 7EOT00000 - Mickel mattes eight different descriptions.

i - Mickel oxide sinters and other intermediate products
az To01200000 af nickel metallurgy N

23
24
26
26
2y
28

To02100002 - Mickel, not allowed | Briquettes
To02100003 - Mickel, not allowed | Other
ToO03000000  Nickelwaste and scrap. :
To04000000  Nickel powders and flakes. > N ICkeI
ToOOE00000 - 0Of nickel, nat allowed
ToOE200000 - Of nickel alloys

Aluminum waste and scrap. | Aluminium waste and J
] TEOZ000000  zcrap.
an TA02000000 Leadwaste and scrap.
a1 TINZ000000  Zinc waste and scrap.
az SO02000000  Tinwaste and scrap.
93 3803280000 - -lron or agglomerates (sinters)
a4 3512900000 - Gold bullion
a5 3512700000 - Other unwrought gold

a9k

b I . BN . BN B |

b . . B B B |

7 http:/ivww.nsch.gov.ph/pss
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On October 12, 2013, the 12 Nat i onal Convention on Statisti
provide a forum for (a) exchanging ideas and experiences in the field of statistics and for discussing
recent statistical developments and prevailing issues pnoblems of the Philippine Statistical
System (PSS); and (b) elicit the cooperation and support of statisticians and professionals in related
fields from the government, academe, private sector, and civil society towards a more responsive
statistical syst m. ”

PSSC Revision 2 is ongoiridhough the description of the objectives of PSSC Revision 2 is highly
technical, an intervention from the mining industry, especially from the sggde mining
companies and the Chamber of Mines of the Philippines, neapdeded at this time primarily to
ensure that the contribution of the largecale metallic mineral industry to the GDP is captured
properly and that this contribution may be used to cross reference total exports of similarly
categorized metallic minerakpducts.

Systemic obstacles are more daunting for the other classification systdma 2009 Philippine

Standard Industrial Classification (PSfCJhe PSIC uses 21 sections (ditt alphabetical codes),

88 divisions (2ligit codes), 245 groups 8git codes), 520 classes-(Hgit codes), and 1,271 sub
classes (&ligit codes).

Box No. 7 NSCB PSIC Sections. Unfortunately, these seemingly
detailed levels of classification

The 2009 PSIC provides a Summary of Classification Scheme which presents a list of :
sections, divisions and their corresponding number of groups, classes and sub-classes, has falled to refIECt the true
contribution of the metallic

and a Detailed Classification prasenting hierarchy of categories of industries such as:

21 sections (one-digit alphabetical codes)

: 88 divisions {2-digit codes) mineral industry to the GDP nor
* 245 groups (3-digit codes) -
» 520 Classes (4-digit codes) facilitate a cros reference

1,271 sub-classes (S-digit codes)

between the GPV and export
volume and value of metallic

The sections in the 200% PSIC are as follows :

Section A — Agriculture, forestry and fishing

ot & _ panng 2pe Quarmying - minerals The reason for the
SecHion £ ~ Water cupply. sovierase, vasta ranagemont oed remedistion scviies | [QUIIUNE IS Simple: the sections
Saction G - Wholasale and ratai rads; rapair of motor vehicles and motorcycles limit mining and quarrying to
Secton I Accarmmadston and faod service actvites extraction thereby assigning
Saction K - Financaa] and insdrance ataviies other mining activities such as

Section L — Real estate activities

Section M — Professional, scientific and technical services

Section M - Administrative and support service activities

Section O - Public administrative and defense; compulsory social security

processing into manufacturing.

Section P - Education During the WorkShOp
Section @ - Human health and social work activities .
Section R - Arts, entertainment and recreation conducted in December 2012,

Section S — Cther service activities .
Saction T — Activities of private households as employers and undifferentizted goods and)|  the NSCB resource person said
services and producing activities of households for own use

Section U - Activities of extraterritorial organizations and bodies that Changes with reSpeCt to

The 2009 also includes correspondence codes with the 1994 PSIC as amended, 1SIC the Sections cannot be ma(b
Revision 4 and the ASEAN Comman Industrial Classification [ASEAN-CIC) at the 3 digit
level in line with the ASEAN thrust to harmonize industrial classification towards ASEAN |mmed|ate|y because the

regional integration.

sections are based on the
International Standard Industrial Classification (ISIC).

The situation offes an opportunity and urgency with the proposed ASEAN Common Industrial
Classification (ASEANCIC).

18 http://www.nscb.gov.ph/csd/pasicl.asp
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2.1.6 Department of Trade and Industry

Although not included in the list of government agencies that the NWEPD included in the
research, the DTpublishes important data on exports more than the BOC. International trade
statistics are published in the Summary of Philippine Merchandise Exports to the World, the latest
being 2012. The National Statistics Office (NSO) is the source of the dateDifilttvebsité?

Interestingly, nickel exports are classified in two product groups: (i) metal manufactures; and (ii)
minerals. lron is lumped with steel and appears in three product groups: (i) industrial
scraps/parings/wastes; (i) minerals; and (iii)ckaging. For its part, gold appears only in one
product group: minerals.

Table No. 12 Philippine Merchandise Exports to the WaorkDB Value in US$ FY 2012 visvis 2011

Source: NSO
. %
PRODUCT GROUN GEL(J)I?J . sGLJF?OsLJUPB 2012 (Adjusted) 2011 CHANG
VALUE %SHARE| VALUE %SHARE

INDUSTRIAL Metal Iron/Steel 83,506,251
SCRAPS/
PARINGS/ 0.16 | 121,393,738 0.25| (31.21)
WASTES

Iron/ Bolts/Nuts 70,062,611
METAL Steel/ 0.13 | 113,599,279 0.24 | (38.32)
MANUFACTUREY Alloy

Nickel 38,339 0.00 32,436 0.00 18.20
MINERALS Metallic | Gold/Silver | 564,592,239 1.08 | 771,334,978 1.60 | (26.80)

Nickel 670,664,775 1.29 | 505,635,012 1.05 32.64

PACKAGING Metal Iron/Steel 34,070,083 0.07 3,379,012 0.01| 908.29

At face value, the table shows thainetallic mineral% (gold, silver and nickel) have a separate

category than“metal manufactures( i r on , s tmetal Iscrapsa lalnody ) “, p aAcskiet gi ng”
interpretation would include the “minerals” onl
manufactur emsd ,eVercr‘amackagi ng” would be | isted u

The DTI website provides the export procedures and export documentation, including-bystegp
process for exporting shipments. However, the actual process of exporting, whether by air or sea, is
handled by the Bureau of Customs. This process is described clearly in the DTI website:

G/ NB2 (2 06S GNIFyaLR2NISR o0& AN FNBE AyalLlSoi
International Airport (NAIA). Conventional cargo, whether containerized of non

containeized, to be transported by ship are inspected by the Customs Container Control

Division and the Piers and Inspection division, respectively, after payment of the

wharfage fee and arrastre charges. Wharfage fee and arrastre services may be paid at

theSouK | I ND2NJ 2NJ GKS alyAfl LYGSNyraazyrt /2yial

An exemption to this general rule is when the exporting company is registered with the Board of
Investments (BOI) and the Philippine Economic Zone Authority (PEZA). For BOI and PEZA registered
companies, the stamping or exemption from payment of wharfage fee may be done at the Philippine

9 http://vww.dti.gov.ph
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Ports Authority (PPA) Unit of OSEME@nila at Roxas Boulevard. Loading can either be at the North
or South Harbor.

Like the other agencies that deal with thepextation of metallic mineral products, theTlrelies on

the exporter’'s decl arati on dhe pricebdecla@dPdaily mhhec h r e f
London Metal ExchangaNith respect to export values and GDP contribution, the DTI is also limited

to the PSIC classifications.

During the validation workshop on 21 November 2013, the DTI representative pointed out that the

PSIC classification system currently used is old. It was made during a time when the electronic
products and cathodes (seroonductors using processed minerals) were not traded as extensively

as they are now. Since the classification remained the same, the volume of traded processed

mi ner al products is | umped ei twhiehrfailsaes captuelthect r oni
correct contribution of the Philippine mining industry to GDP.
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Box No. 8 DTI Export Procedures anBocumentation

Export Procedures

1. Upon receipt of a purchase order from a foreign buyer, immediately send him a proforma
invoice for confirmation. An order is confirmed when the proforma invoice is signed and
returned to you by the buyer.
2. Paymentforexg OO0 EO 11 O0i Al1 U I AAA OEOI OCE OEA AAT EOS8
the Philippines is represented by a local authorized agent bank, which is designated by the
£l OAECT AOUAOBO AAT ES 4EA 1T AAl 1 OOET QEUAA ' CA
the collection of the payment for your exports.
3. The AAB will explain to you all the instructions concerning your shipment to ensure its
acceptability for payment. Make sure you understand all the instructions provided by the
bank. If the instructions ae written in a non-English language, ask the bank to give you an
official translation in English or to officially recognize a translation of the instructions, if
the translation was made by someone other than the bank.
4. Exporters may be paid through bankdy means of letters of credit (LC), documents against
payment (D/P), documents against acceptance (D/A), open account (O/A), cash against
documents (CAD), prepayment/export advance, intecompany open account, offset
arrangement, consignment, or telegraptd transfer.
5. You may or may not need outside financing to produce export products ordered by the
buyer. Should you, however, find the need for outside financing. You can either tap the
assistance of government or norgovernment financial institutions.

Export Documentation

1. When you are ready to ship, fill up an Export Declaration (ED) form. Sample ED forms are
available at BETP, DTI Provincial offices, BOC Processing Units, OSECCs and PHILEXPORT
offices.

2. Secure an export commodity clearance/export permifrom the proper government
commodity office, if your product is included in the list of regulated products for
exportation or if the buyer requires.

3. With the required supporting documents, submit the accomplished ED form to the BOC
Processing Unit for theapproval of the Authority to Load (AL).
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2.2 Data Collected from International Sources

International sources of data are limited for nickel and gold as indicators of how global metal prices
are published on the internet. Twdes are presented: the London Metal Exchange and Kitco.

2.2.1 London Metal Exchange (LMB)ice

Large scale mining companies rely on the LME to determine the current price of the metal they are
selling. It provides the buyer and seller important dataatbthe global supply and demand, the

cost of delivery, the *“futures” price compared
on their particular purchase price on the date of sale.

Depending on the contract of sale, the selling price magdpgivalent to the LME price on the day
the commodity is sold, or on another formul a or
al so determined by the nature of the metal, whet

The LME website contains the follmgidescription for Pricing & data:

Box. N0.9 LONDON METAL EXCHANGE. Pricing & Data

The LME publishes a variety of prices and reports covering all contracts traded on the Exchange. T
, - %050 DOI AOAOO ByGnk tining & AkiOdellvedyEaAdDrdnde from readtime, where end
users can receive streaming data messages, 30 minutes delayed, next day delayed, and historical data.
The data is offered as a subscriptiofbased service and distributed through a range dicenses third party

market data distributors or directly from the LME via LMElive and the LMEapp. These distributors rang;
from specific data vendors to specialist industry publications and news providers.

2.2.2 Internet/Global Price for Gold

Global trade in gold finds several sources for its daily metal price. Below are sample charts
indicating the daily price and historical price of gold:

Fiaure No. 4 KITCO website for 25 October 26

o0/os 24 Hour Spot Gold (Bid) October 25, 2013 23:59
" =0ct 23 NY close 1333,70 -
: e e Tt e 60 Day Gold High 1425.50 Low 1955.50
1360.0 tkitoo.com -0ct 25 Last 1352.98 14390 La50

1355.0 1400 1400

1350.8

b
£
)
=

1345.8
1300

Ao \M/ 1250

1200

USD per ounce

1348.0

1250
1335.0
ww ., kitco,.com

1330.0 - 1200

2GRS
025ep
D5ep
163ep
35ep
InSep
oT0ct g
1d0ct
210ct
2800

=

£
= MY Close = London AM +_ London PH

(=1

1325.0 ey

1320.0 badhis
NY Tine 08300 84:00 08:00 12:00 16:00
GMT___na-an an.00 12+.00 18+00 20.00
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23 Data Forms of the NGB

Data collection systems and processes of the four national governmenicas followed different

paths. Some began with the declaration of the private party while others merely relied on the data

submitted by other government agencies.

The MGB MEIP2lies on severatatisticalformsand reports for data collection.

Table No. B MGB Statistical Forms

Group A

Group B

Group C

Forms for LargeScale Metallic
Mineral Agreements

Forms for Quarry Permits equal
or greater than 5 hectares

Forms for Qarry Permits less tha
5 hectares

Forms for Industrial Sand an

Forms for Nommetallic Mineral

Forms for Commercial Sand ar

Gravel Permits Agreements/Permits Gravel Permits

Forms for Small Scale Mining

Table No. # Reports to be submitted by minéoesMGB

Report Required Data

Monthly Report Production Sales Inventory for Metallic Minerals

Quarterly Report Production Sales Inventory for Nanetallic Minerals

Annual Report

Integrated Annual Report

However, revisions or improvements thfese forms and reports will not render the desired output
of facilitating a cross reference betwe#me GPV andhe exportvalueof metallic minerals if done in
isolation. The other agencies described in this paper have to be involved, with the NS@Bngppe
to be the most crucial agency in terms of classifications are concerned.

Be that as it may, the primary agency that has the authority and responsibility to determine the GPV
or other values of metallic minerals, remains the DENRwever, the DENR dependent on the
miner’'s declaration. Mont hly and annual report
production value of the mineral but again, the DENR is totally dependent on such disclosure. Data
indicated in the application for the erpt permit, the monthly and annual reports provide a window

for the DENR to check consistency in the data provided by the miner and if it is within a reasonable

range compared to global market prices.

On the other hand, there are government entities thasue export permits other than the DENR.
These are the Board of Investments (BOI), the Philippine Export Zone Authority (PEZ#hg and
Provincial Governors. Eadtave to comply withdifferent laws: BOMWwith E.O. 226 (Omnibus
Investments Code of 19873 amended by R.A. 791BEZA witliR.A. 7369 (Foreign Investments Act
of 1991), R.A. 7916 (Special Economic Zone Rabyincial Governorwith R.A. 7160 or the Local
Government Code.
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Monthly Reports

Appropriate forms are provided by the MGB to mineepdnding on their mineral productionThe
mi ner al ' s p rnooonation is indicated ia thel ferm when the mineral is soBelow is
the Monthly Report Form for Gdldwhich requires the disclosure of the quantity of the milled ore
with grade analsis, and the volume and value of the metal production with grade analysis.

Figure No. 5MGB2901 Form Monthly Report for Gold Section on Production Data

| ;
HOME  INSERT  PAGELAYOUT ~ FORMULAS ~ DATA  REVIEW  VIEW Sit
A B C i] £ F G H J K L i i
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G2 (DMT) Costent [Unit of Measure | Comtest  [liyit of Measure | COMERt  [Unit of Measure|  CoMtest  [Unit of Measare | COBtest [Unit of Measare| Content [Unit of Measare

6 | | | | | | | | |
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T |E. GOLD # $ILYER BY - PRODUCT(z)
72 BY-PRODUCT AYERAGE GRADE

7 [SPECIFY) PRODUCTION QUANTITY UNIT OF MEASURE ¥ALUE (P) CONTENT UNIT OF MEASURE

Depending on the type of metallic mineral produced/sold for each month, the miner fills up the
corresponding form numbered 291 (gold) to 2909. MGB Form No. 2B0 covers nosmetallic
minerals. MGB Form No. 22 covers the monthly production/sales of industrial sand and gravel,
while MGB Form No. 283 covers commercial sand and gravel.

There are two forms for the Integrated Annual Report to be submitted to the MGB Direléor,
Provincial Governor/City Mayor with copies to be furnished to the director and regional directors
concerned: MGB Form No.-28 and MGB Form No. 29 (for small scale mining).

A summary of the information needed in the MGB forms was presented dthing1GB Regional

Conference in October 2012. Information is categorized into: (1) Administrative data; (2)
Production data; (3) Sales and marketing data; (4) Employment data; and (5) Certification. The
volume and value of metallic mineral productiordis scl osed under the categol
This section requires the further disclofiture of
was therefore easy to attribute the decrease in gold sales to the BSP by reason of the imposition of

the 5% creditable withholding tax.)

' MGB Form 291 attached as Annex 1.
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Anot her section of the forms worth noting is tt
di sclosure of the buyer’s address, the country
average grade of the orguantity, F.O.B. value (both in PHP and in USD) and the estimated excise

tax payable. This section provides both the PHP and USD values of the ore at the time of
production/sale.

Figure No. 6MGB2301 Form Monthly Report for Gold Section on Sales & Marketing Data
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Despite the availability of both PHP and USD values provided by teg/exiporter in this section of
the forms, the MGB publishes the pricing data taken from the forms in PHP only.
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Findings
LocalMining Company
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2.4 Determination of the Production Volume and Value by a Mining Company

At the MGB workshop on the estimation of the annualwne and value of productiom January
2013* the resource persons from the Nickel Asia Corpora(dAC)explained the process by which
both production volume and value are determined by the mining company.

Depending oncontractual obligations, the ming company determines the production volume

generally in terms of the ore’'s |l ocation and gr a
Extracted ore is reported as “Raw Ore Mined” wi
reported & “ Raw Ore Retrieved."” Actual producti on

sourced from both.Ore quality isletermined usually by the average of two assays on samples taken
both at the loading and unloading ports but this is always in accordaitbettve contract. Volume

also depends on the contractwhether the weight taken in the port of origin or the port of
destination will be used as the final weight. Strictly speaking, the volume of shipment is estimated
to match the contractual obligatiohecause other factors come into play, such as rainfall and delay
in transportation due to the unavailability of transport vehicles outside the control of the company.

NAC uses the LMBased Pricing formular ne g ot ipati etd detggnmethe vale of its
production. LMEbased Pricing is more stable because the prices are published daily.

Box 10 Nickel Asia Corporation LME-based Pricing.
Revenue (US$) =Contained Ni x % Payable x LME Ni Price
Where:

Contained Ni = pure nickel (Contained Nis the Ni containing the ore); computed by:
(Total WMT soldz Moisture ) x % Nickel grade

% Payable is a function of both the Ni grade and LME Ni Price, such that at LME Ni Price of
US$8/Ib.:

>2.0% NiA % Payable ~ 24%- 25%;

1.80% NiA % Payable ~ 186 - 19%;

1.10% Ni (HPALtype) A % Payable ~ 6%- 8%.
(Payable % is what percentage of that nickel are we getting paid for?)

LME Ni Price = is the Monthly Average Cash Price of Ni in US$ per tonne as published in the
Metal Bulletin. The applicable Quotatinal Period typically ranges from 1 to 3 months prior to the
Bill of Lading date.

(quotational period (QP) can range from-B months to be agreed by both parties)

Negotiated spofpricing is based on the prevailing spot pricing in China. It is used wheided for

in the contract. Sometimes, the LME prices and the gpiges are more or less within the same
range. Sometimes, there is a big difference. For example, from January 2008 to October 2011, no
link between the two pricing systems can be seen.

L See Report on the Consultation/Assessment Meeting on the Estimation Procedures for the Annual Volume
and Vale of Minerals dated 17 January 2013, PPEI.
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Figure No. 7Nickel Asa Corporation Negotiated Prices relative to LME,

Jan. 2008/Oct. 2011
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NAC officials suggested that benchmarking for nickel should consider the mineral content instead of
the LME price alone for the dominant mineral found in the ore. Nickel ore contains iron. If the iron
content of the ore is 62%, then the pioct is recognized as Iron Ore, the price of which is listed in
the LME. If the iron content is less than 62%, then the product is traded as Nickel, which commands
a lower price than Iron. In this instance, tlien content, even at less than 62%, costdl use the

LME price for iron to determine the value of the orestead of the dominant Nickel content.
However, the mining company has to comply with government regulations which dictate that it is
the dominant mineral that determines the value of thee.

The lack of technical capacity to assay or determine the Iron content of nickel in the Philippines
further puts local mining companies at a disadvantage. The foreign buyer profits from the
transaction because a more valuable mineral is extraciggide the Philippines from the same ore
sold at a lower price based on the dominant mineral.

The unequal technological capacities of both the Philippines as the seller and the foreign country,
such as China, as the buyer, would result in different exgodtimport records. The Philippines will
report Nickel exports only, while China, which is able to extract Iron from the Nickel Ore using better
technology, will report Iron imported from the Philippines.
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3. Recommendations

The study confirmed thathe data collected and published by the different agencies were
mismatched due to various reasons: (i) different mandates and objectives, (ii) outdated
classifications, (iii) technological incapacity to assay the mineral content of ores, (iv) technical
incapacity and lack of manpower and equipment, (v) lack of a uniform information system
technology, and (vi) lack of venue to harmonize interrelated authorities, ppbiliate concerns and
decisionmaking processes.

Given this situation, the participants/rearce personst the validation workshop on 21 November
2013*recommend the following actions:

3.1 Review and revise th€ommodity and Industry classifications, especiallyRB¢C sections
on Mining and Quarrying (Section B) and Manufacturing (Section @gialip the narrow
definition of mining and quarrying as involving extraction pobynsider a special technical
group to further <classify the <categories
reflect products using locally produced metallic midera

3.2 Review the process and criteria used in the issuance of export passitedby the DENR
Secretarythe Provincial Governors/City Mayors, the BOI, the PEZA, the PPA

3.3 Create compatible Management Information Systems among all concerned government
agendes involved in determining the value and volume of metallic mineral production and
exportation; use the BOC export automated system as base

3.4 Conduct interagency trainings and workshops on the classification, data collection, data
sharing and data appreation of metallic mineralsvith participants from the MGB, BOC
(especially customs trade control examiners and inspectors in ports), BSP, NSCB, NSB, DTI

3.5 Upgrade the technical capacity of the MBBETROLAB to assay the content of mineral
ores in order to mke it available to local mining companies; upgrade the capacity of MGB
personnel to assay the content of mineral ores

3.6 Hold a Study Tour of a facility with the latest technology to assay the content of mineral
ores; consider an InteAgency Group composeaf the agencies involved in this research
for the Tour

3.7 Provide financial support for a short training on the LME and other international pricing
practices relevant to Philippine minerals

3.8 Publish both PHP and USD values for metallic mineral production ttié are dislosed
by the miner or exporterMGBMEIPD should publish both PHP and USD values indicated
in the reports submitted by the miners

2 validation workshop on 21 Nov. 2013, DINGPOLCOM Bldg., EDSA cor. Quezon Ave., attendance sheet
attached as Annex 10.
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