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METALS EXPLORATION PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

1. Accounting policies (continued)

Inventories

From the point at which the mine processing plant is assessed as being available for use as intended by
management, finished goods (bullion), gold in circuit and stockpiles of processed ore will be stated at the
lower of costs and estimated net realisable value. Cost comprises direct materials, direct labour and an
appropriate proportion of variable and fixed overhead expenditure, the latter being allocated based on
normal operating capacity. Costs are assigned to ore stockpiles and gold in circuit items of inventory based
on weighted average costs. Net realisable value is the estimated selling price in the ordinary course of
business (excluding derivatives) less the estimated costs of completion and the estimated costs necessary to
make the sale.

Prior to the point at which the mine processing plant is assessed as being available for use as intended by
management, costs are capitalised to Mining Properties and Construction in Progress, To the extent that
revenue is generated from the sale of gold prior to the processing plant being available for use as intended
by management, revenue from the sale of gold is recognised in the Statement of Comprehensive Income and
an equivalent amount of costs is transferred from Construction in Progress or Mining Properties to cost of
sales in the Statement of Comprehensive Income.

Consumables have been valued at cost less an appropriate provision for obsolescence. Cost is determined
on a first-in-first-out basis.

Intangible assets

Exploration costs

Costsrelating to the exploration of precious and base metal properties are capitalised as intangible assets in
the balance sheet once the Group has obtained the legal right to explore an area.

Capitalised exploration costs are reclassified to tangible assets once technical feasibility and commercial
viability of extracting a mineral resource are demonstrable. The capitalised exploration costs are tested for
impairment annually.

Where exploration costs have been incurred and capitalised for a specific tenement and the commercial and
technical requirements to demonstrate positive economic returns using approved mining techniques has not
been established, the Company recognises these costs as an intangible asset and tests these costs annually
forimpairment.

Other Intangible assets

Intangible assets acquired separately are initially recognised at cost. Intangible assets acquired as part of a
business combination are measured at their fair value at the date of acquisition. Subsequently, intangible
assets are carried at cost less any accumulated amortisation and impairment losses. Computer software is
amortisedoverits expected useful life of 3 years using the straight-line method. Licencesacquiredto support
mining operations will be amortised over the expected useful life of the mining operation (or the term of the
licence if shorter) when development is complete and mining commences. Intangible assets are tested
annually forimpairment.
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METALS EXPLORATION PLC
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017
1. Accounting policies (continued)
Property, plant and equipment
Property, plant and equipment are initially recognised at cost plus directly attributable costs and are
subsequently carried at cost less accumulated depreciation and impairment losses. Property, plant and

equipment are depreciated over their expected useful lives, using the straight-line method.

The classes of depreciable assets, their expected useful lives and their depreciation methods are:

Buildings 10 years Straight-line

Drilling equipment 5 years Straight-line

Motor vehicles 3-5years Straight-line

Leasehold improvements 10 years Straight-line

Fixtures, fittings and equipment 3 years Straight-line

Freehold land this is not a depreciable asset.

Constructionin progress these costs are depreciated by applying the units of production

method over the useful life of the mine from the point at which
the mine’s plant becomes available for use as intended by
management.

Mining properties these costs are depreciated by applying the units of production
method over the useful life of the mine from the point at which
the mine’s plant becomes available for use as intended by
management.

Mining properties costs have arisen entirely because of a reclassification of the intangible assets deferred
exploration costs, advances to surface occupants, and mining licenses. As of 20 October 2011, the extraction
of gold from the Runruno site has been assessed as being both technically feasible and commercially viable.
Further costs since this date have been capitalised directly to mining properties.

Constructionin progress tangible assets have been incurred after 1 December 2011, the date the board of
Directors announced that the Group had moved into the capital construction phase of its development. The
costs were substantially incurred throughout 2012 to 2017.

The recovery of the Mining Property and Construction in Progress costs is dependent upon achieving the
commercial mining economics as outlined in the feasibility study approved by the Mines and Geosciences
Bureau.

Mining property costs will be depreciated over the useful life of the mine once the process plant has been
assessed by Group management to be available for use as intended by management.

Construction in progress costs will be appropriately identified and allocated to a property, plant and
equipment tangible asset category, oncethe processing plant has been assessed as being available for use as
intended by management. The costs will be treated as being reclassified and will be depreciated according
to the adopted method of the appropriate asset category.
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METALS EXPLORATION PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

1. Accounting policies (continued)

Investments
Investments in subsidiaries and investment in associates are recognised at cost less any impairment losses
in the Company accounts.

Equity accounting is applied to investments in associates on a Group basis. Investments in associates are
recognised at the cost of investment as adjusted for post-acquisition changes in the Group’s share of net
assetsoftheassociate. Losses ofanassociateinexcess ofthe Group’sinterest in thatassociate are recognised
only to the extent that the Group has incurred legal or constructive obligations or made payments on behalf
of the associate.

Provision for mine rehabilitation and decommissioning

Provision is made for close down, restoration and environmental rehabilitation costs (which include the
dismantling and demolition of infrastructure, removal of residual materials and remediation of disturbed
areas) in the end of the reporting period when the related environmental disturbance occurs, based on the
estimated future costs using information available at the end of the reporting period.

The provision is discounted using a current market-based pre-tax discount rate and the unwinding of the
discount is classified as interest accretion in the statement of comprehensive income. At the time of
establishing the provision, a corresponding asset is capitalized and depreciated over future production from
the operations to whichit relates.

The provisionis reviewed on an annual basis for changes to obligations or legislation or discount rates that
affect change in cost estimates or life of operations. The cost of the related asset is adjusted for changes in
the provision resulting from changes in the estimated cash flows or discount rate, and the adjusted cost of
the asset is depreciated prospectively.

Where rehabilitationis conducted systematically over the life of the operation, rather than at the time of
closure, provision is made for the estimated outstanding continuous rehabilitation work at each end of the
reporting period and the cost is charged to the statement of comprehensive income.

Revenue recognition

Gold sales

Revenue is recognised when the risk and reward of ownership has passed from the Group to an external
party and the selling price can be determined with reasonable accuracy. Sales revenue represents the gross
proceeds receivable from the customer.

Revenue from the sale of by-products such as silver is included in sales revenue.

Interest
Revenue is recognised as interest accrues using the effective interest method.

Borrowing costs

Borrowingcostsareinterestand other coststhatthe Group incurs in connectionwiththe borrowing of funds.
Borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset form
part of the cost of that asset. Capitalisation of borrowing costs commences when the activities to prepare
the assets are in progress and expenditures and borrowing costs are being incurred. Borrowing costs are
capitalised until the assets are substantially ready for their intended use. If the carryingamount of the asset
exceeds its estimated recoverable amount, animpairment loss is recorded.
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METALS EXPLORATION PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

1. Accounting policies (continued)

Borrowing costs (continued)

When funds are borrowed specifically to finance a project, the amount capitalized represents the actual
borrowing costsincurred. When surplus funds are temporarily invested, the income generated from such
temporary investment is deducted from the total capitalised borrowing cost. All other borrowing costs are
recognised in profit or loss in the period in which they are incurred.

Production Fee
Production Fees, incurred pursuant to the Mezzanine Facility, are recognised in profit or loss in the period in
which they are incurred.

Financial instruments

Financialinstruments are recognised as assets, liabilities or withinequity in the balance sheet whenthe Group
becomes a party to the contractual provisions of the instrument. Financial assets of the Group comprise cash
and cash equivalents, trade and other receivables and derivative assets. The Group’s financial liabilities
comprise trade and other payables, loans and derivative liabilities.

Cashand cash equivalents include cashin hand and short-term bank deposits. Trade and other receivables
are measured at amortised cost.

Trade and other payables and loans are initially measured at fair value less any transaction costs and
subsequently measured at amortised cost. Fair value usually equates to the proceeds received. Finance costs
are accrued for inthe statement of total comprehensiveincome to the extent that they are unpaid.

Derivative assets and liabilities

Derivative financial instruments (e.g. commodity derivatives such as forwards and swaps to economically
hedge exposure to fluctuationsin gold prices and interest rates) are initially recognised at fair value on the
date on whicha derivative contractis enteredinto and are subsequently remeasuredat fairvalue. Derivatives
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.

Derivatives are accounted for at fair value through profit or loss, where any gains or losses arising from
changes in fair value on derivatives are taken directly to profit or loss for the year.

As at 31 December 2017, the Group has freestanding derivative instruments (including gold forward sales
contracts and interest rate swaps) used to hedge risks associated with commodity prices and interest rates
and fix cash flows associated with the Group’s loan facility. As such cash flows in respect of these derivative
financial instruments are included in financial activities.

The Group recognised derivative assets and liabilities arising from the forward commodity sales contracts for
gold sales transactions and interest rate swaps as at 31 December 2017.

The Company has recognised no derivative financial instruments.

2. Critical accounting judgements and key sources of estimation uncertainty

The preparation of financial statements in conformity with generally accepted accounting practice requires
management to make estimates, assumptions and judgements that affect the application of policies, and
reported amounts of assets and liabilities as well as the disclosure of contingent assets and liabilities at the
balance sheet date.
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METALS EXPLORATION PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

2. Critical accounting judgements and key sources of estimation uncertainty (continued)

Estimatesandjudgements are continually evaluatedandare based on historical experience and otherfactors,
including expectations of future events that are believed to be reasonable under the circumstances. Actual
results may differ from reported amounts in the financial statements.

The estimates, assumptions and judgements which have a significant risk of causing material adjustment to
the carryingamounts of assets and liabilities are:

Impairment of tangible and intangible assets

At 31 December 2017, the carrying values of tangible and intangible assets of the group were £171,470,172
(2016: £186,598,682) and £10,506,534 (2016: £11,262,884), respectively. Whenever events or changes in
circumstances indicate that the carryingamount of an asset may not be recoverable, an asset is reviewed for
impairment. An asset’s carrying value is written down to its estimated recoverable amount (being the higher
of the fair value less costs to sell and value in use) if that is less than the asset’s carrying amount.

Functional currency of Group companies

The Group comprises several entities in four different countries; Philippines, Indonesia, Singapore and United
Kingdom. The financial statements of each entity are prepared using the functional currency of the country
where it is registered to do business. On preparation of Group consolidated financial statements,
management chooses an appropriate exchange rate to translate each of the functional currencies to Pounds
Sterling. The Group financial statements are presented in the functional currency of the Parent Company.
This judgement may change if future events dictate a more appropriate presentational currency should be
adopted.

Recovery of intercompany receivable accounts - Company

The recoverability of amounts due to the Company from other Group entities is assessed on an annual basis
and is determined fromvalue-in-use calculations. The key assumptions for these value-in-use calculations are
those regarding discount rates, the estimated changes in the price of gold, increments in the resource
statements and forecast changes in direct costs to reflect the operational gearing of the business, the ability
of the entity to renew its mining permit(s) and comply with annual required levels of expenditure.

The carrying amount of the Company’sintercompany receivable non-currentassetat31 December2017 was
£156,864,768 (2016: £137,639,510) which excludes an amount of £2,002,526 (2016: £2,002,526) as a result
of impairment reviews performed on all Group entities in a prior year. This reflects the impairment of the
amounts due from MTL Philippines, Inc. and PT Cupati.

The Group tests whether the carrying values of its intangible assets and tangible assets have suffered any
impairment, at least annually using the same value-in-use determinations above.

If the actual performance of a Group entity becomes materially worse compared to the performance based
on the estimates, possible impairment losses could arise, or could deviate from previously detected
impairment losses. This impairment loss or deviation could have a material effect on the carrying amounts of
the intangible or tangible assets.

The estimated value in use of the Group’s entities did not indicate any deteriorationin an entity’s carrying
values forits intangible assets or tangible assets for the year ended 31 December 2017.
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METALS EXPLORATION PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

2. Critical accounting judgements and key sources of estimation uncertainty (continued)

Estimating fair values of structured debt instruments and derivatives

The fair values of structured debt instruments and derivatives that are not quoted in active markets are
determined using valuation techniques such as discounted cash flow analysis and standard option pricing
models. Where valuation techniques are used to determine fair values, they are validated and periodically
reviewed by qualified personnel independent of the area that created them. All models are reviewed before
they are used, and models are calibrated to ensure that outputs reflect actual data and comparative

market prices. To the extent practicable, models use only observable data, however areas such as credit risk
(both own and counterparty), volatilities and correlations require management to make estimates. Changes
in assumptions about these factors could affect reported fair values of financial instruments.

Estimates in the determination of mineral resources and ore reserves

The determination of reserves impacts the accounting for asset carrying values, depreciation and
amortisation rates, deferred stripping costs and provisions for decommissioning and restoration. The
information in this report as it relates to ore reserves, mineral resources or mineralisation is reported in
accordance with the Aus.IMM “Australian Code for reporting of Identified Mineral Resources and Ore
Reserves”. The information has been prepared by or under the supervision of competent persons as
identified by the Code.

There are numerous uncertainties inherent in estimating mineral resources and ore reserves and
assumptionsthatarevalid atthe time of estimation may change significantly when new information becomes
available.

Changes in the forecast prices of commodities, exchange rates, production costs or recovery rates may
change the economic status of reserves and may, ultimately, result in the reserves being restated which may
impact asset carrying values, depreciation and amortisation rates, deferred stripping costs and provisions for
decommissioning and restoration.

Significant estimate in determining the beginning of production

Estimations are made in the determination of the point at which development ceases and production
commences for a mine development project. This point determines the cut-off between pre-production and
production accounting.

The Group ceases capitalising pre-production costs and begins depreciation and amortisation of mine assets
at the point at which the mine’s plant becomes available for use as intended by management. Determining
when this is achieved is an assessment made by the Group’s management and includes the following factors:

e The level of development expenditure compared to project cost estimates.

e Completion of a reasonable period of testing of the mine plant and equipment.

e Achieved mineral recoveries, plant availability and throughput levels are at or near expected /
budgeted levels.

e The ability to produce goldinto a saleable form.

e The achievement of continuous production.

As at 31 December 2017, the Group’s management assessed that the mine’s plant was not available for use
as intended by management as achieved mineral recoveries, plant availability and throughput levels were

not at or near expected / budgeted levels.

In the 2018 year, the Group expects to have completed all requisite testing and ramp up and the accounts
will be presented accordingly
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METALS EXPLORATION PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

2. Critical accounting judgements and key sources of estimation uncertainty (continued)

Amendment to Facility Agreement

On December 15, 2016, the Group executed an Amendment Letter that varied the terms of the Facility
Agreement dated May 28, 2014 entered into with the Group’s financiers, HSBC and BNP. Judgement is
required in assessing the effective date of thisamendment. The Directors have assessed that this letter did
not become effective until January 27, 2017 when all Conditions Precedent as set out in Clause 5.1 of the
Amendment Letter were either satisfied or waived. As such the effects of the amendment letter have been
reflected in the year ending 31 December 2017 financial statements.

3. Revenue
2017 2016
£ £
Revenue from saleof goldand silver 34,723,642 5,768,928

As at 31 December 2017, the Runruno Gold Project plant had not attained design levels of recoveries or
processing volumes through all production circuits and remained in the “debugging and ramp up” phase.
During this phase, the Group applies pre-production accounting with revenue from the sale of gold and silver
being recognised in the Consolidated Statement of Comprehensive Income with an equivalent amount of
costs being charged to cost of sales and credited against Property, Plant and Equipment.

4. Operating loss for the year is stated after charging:

2017 2016
£ £
Depreciation of property, plantand equipment 1,373,410 1,810,940
Amortisation 24,381 64,724
Foreign exchange losses 1,356,178 713,541
Staff costs (see note 7) 3,349,516 2,121,109
Auditors remuneration (see note 5) 83,590 50,693
5. Auditor’s remuneration

2017 2016
£ £

Fees payableto the Group and Company’s auditor for the auditof the Group and
Company’s accounts 54,900 43,593

Fees payableto the Company’s auditor and its associates for

auditrelated services 4,200 4,000
Taxation complianceservices 24,490 3,100
83,590 50,693
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METALS EXPLORATION PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

6. Segmental analysis

Operating segments have been identified based on the Group’s internal reporting to the Chief Operating
Decision Maker (‘CODM’) and in particular the components of the Group which are regularly reviewed by the
CODM. The operating segments included in internal reports are determined on the basis of their significance
to the Group. The CODM has been determined to be the Board of Directors as itis primarily responsible for
the allocation of resources to segments and the assessment of performance of the segments. The primary
segments have been identified into four geographic areas of the UK, Philippines, Singapore and Indonesia.
The CODM uses ‘Loss before tax’ and ‘Cash & cash equivalents’ as the key measures of the segments’ results
and these measures reflect the segments’ underlying performance for the period under evaluation. Major
customers are not identifiable or reported. Mining construction commenced in 2013 and it is expected that
the mine plant will be operating as intended by management in the second quarter of 2018. It is because of
this status that most expenditure is of a capital nature.

The segment results for the year ended 31 December 2017 and 2016 and the reconciliation of the segment
measures to the respective statutory items in the consolidated financial information are as follows:

Year ended 31 December 2017 UK Philippines Indonesia Singapore Total
£ £ £ £ £
Segment results
Sales revenue - 34,723,642 - - 34,723,642
Group operating loss (1,880,216) (5,600,982) (830,630) (107) (8,311,935)
Financeincome & similar items - 430 - - 430
Financecosts (1,547,630) (88,810) - (43) (1,636,483)
Fairvaluegainonforwardsales contracts - (3,798,378) - - (3,798,378)
Fairvalueloss oninterestrate swaps - (66,702) - - (66,702)
Share of losses of associates - - - (8,489) (8,489)
Gains/ (losses) beforetax (3,427,846) (9,554,442) (830,630) (8,639) (13,821,557)
Year ended 31 December 2016 UK Philippines Indonesia Singapore Total
£ £ £ £ £
Segment results
Sales revenue - 5,768,928 - - 5,768,928
Group operating loss (2,162,069) (7,339,097) - (12,734) (9,513,900)
Financeincome & similar items 4 467 - - 471
Financecosts (835,809) (3,402,371) - (310) (4,238,490)
Fairvaluegainonforwardsales contracts - (6,680,962) - - (6,680,962)
Fairvalueloss oninterestrate swaps - (43,875) - - (43,875)
Share of losses of associates - 7,964 - - 7,964
Gains/ (losses) beforetax (2,997,874) (17,457,874) - (13,044) (20,468,792)
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

6. Segmental analysis (continued)

Year ended 31 December 2017

Segment assets

Segment tangibles & intangibles
Segment trade & other receivables
Segment cash

Segment derivativeassets

Equity-accounted investees

Total segment assets

Segment liabilities

Segment loans

Segment trade & other payables
Segment provisions

Segment derivativeliabilities

Segment deferred tax

Total segment liabilities

Total segment net assets

Year ended 31 December 2016

Segment _assets

Segment tangibles & intangibles
Segment trade & other receivables
Segment cash

Segment derivativeassets

Equity-accounted investees

Total segment assets

Segment liabilities

Segment loans

Segment trade & other payables
Segment provisions

Segment derivativeliabilities

Segment deferred tax

Total segment liabilities

Total segment net assets

METALS EXPLORATION PLC

UK Philippines Indonesia Singapore Total
£ £ £ £ £
- 181,976,706 - - 181,976,706
241,604 8,272,924 - 1,631 8,516,159
130,279 404,011 - 3,142 537,432
- 11,469 - - 11,469
- - - 97,067 97,067
371,883 190,665,110 - 101,840 191,138,833
(21,328,716) (47,538,401) - - (68,867,117)
(718,845) (10,223,685) - - (10,942,530)
- (1,444,912) - - (1,444,912)
- (271,985) - - (271,985)
- (1,636,886) - - (1,636,886)
(22,047,561) (61,115,869) - - (83,163,430)
(21,675,678) 129,549,241 - 101,840 107,975,403
UK Philippines Indonesia Singapore Total
£ £ £ £ £
- 197,859,151 2,415 - 197,861,566
129,380 5,102,563 - 1,644 5,233,587
4,918,696 1,064,357 771 2,668 5,986,493
- 4,282,421 - - 4,282,421
- 105,556 - - 105,556
5,048,076 208,414,048 3,186 4,312 213,469,622
(4,952,701) (65,917,360) - - (70,870,061)
(256,130) (5,797,229) (6,112) (5,606) (6,065,077)
- (1,505,708) - - (1,505,708)
- (10,076) - - (10,076)
- (2,259,897) - - (2,259,897)
(5,208,831) (75,490,270) (6,112) (5,606) (80,710,819)
(160,755) 132,923,778 (2,926) (1,294) 132,758,803
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

6.

Segment net assets are analysed net of intercompany transactions.

Segmental analysis (continued)

Year ended 31 December 2017

Segment other information

Amortisation of intangibleassets
Depreciation of property, plantand
equipment

Transfer of capitalised expenditure to
costof sales

Additions to property, plantand
equipment

METALS EXPLORATION PLC

Year ended 31 December 2016

Segment other information

Amortisation of intangibleassets
Depreciation of property, plantand
equipment

Transfer of capitalised expenditure to
costof sales

Additions to property, plantand
equipment

UK Philippines Indonesia Singapore Total
£ £ £ £ £
- (24,381) - - (24,381)
- (1,373,410) - - (1,373,410)
- (34,723,642) - - (34,723,642)
- 37,436,947 - - 37,436,947

UK Philippines Indonesia Singapore Total
£ £ £ £ £
- (64,724) - - (64,724)
- (1,810,940) - - (1,810,940)
- (5,768,928) - - (5,768,928)
- 25,946,264 - - 25,946,264

The results of eachsegment have been prepared using accounting policies consistent withthose of the Group
asa whole.

All sales revenue has been derived through the sale of gold and silver to a counterparty domiciled in
Switzerland. The Group is not contractually obliged to sell gold to any specific counterparty.

7.

Staff numbers and costs - Group

The average number of persons, including Directors, was:

Administration
Exploration

Construction & development

Staff costs of the above persons were:

Wages and salaries
Social security costs
Pension costs

Termination benefits
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2017 2016
Number Number
39 32

637 632

676 664

2017 2016

£ £
3,322,416 2,038,864
7,172 61,761
19,928 19,243

- 1,241
3,349,516 2,121,109




NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

7. Staff numbers and costs - Group (continued)

Directors’ emoluments:

Directors
I.R. Holzberger

Sums paid to third parties in respect of Directors
Solomon Capital Limited/ MTL Luxembourg Sarl —T.J. Dean

Solomon Capital Limited / MTL Luxembourg Sarl —J.G Wilson
Solomon Capital Limited / MTL Luxembourg Sarl — L. E. Simovici
JW.D. Ayre

Runruno Holdings Limited — G.R. Walker

METALS EXPLORATION PLC

2017 2016

£ £
578,474 562,660
24,000 24,000
24,000 24,000
24,000 24,000
6,500 24,000
50,000 48,000
128,500 144,000
706,974 706,660

The Directors are considered to be the only members of key management personnel. All emoluments

represent Directors' fees.

Pursuant to the Subscription and Shareholders’ Agreement of 8 March 2011, Solomon Capital Limited (and
later renamed as MTL Luxembourg Sarl) and Runruno Holdings Limited subsequently entered into separate
Services Agreements which detailed the terms of remuneration each of these companies receives for the
supply of their representative Directors. MTL Luxembourg Sarl (and previously Solomon Capital Limited) is
represented by Mr. Tim Dean, Mr. Julian Wilson and Mr. Edi Simovici. Runruno Holdings Limited is
represented on the Board of Directors by Mr. Guy Walker.

Share options held by Director:

As at 31 December 2017, there were no share options outstanding.

Further details relating to key management are given in note 30 to the financial statements.

The Company employed an average number of 8 administrative personnel, including Directors, who were
paid wages and salaries, including Directors’ emoluments of £956,828 (2016: average of 8 persons paid

£884,490).

8. Finance costs and income

Exchange gain/ (loss)on translation of USD loans
Loan interest payable
Bank interest and charges payable

Finance costs and similar items

Bank interest receivable

Finance income
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2017 2016
£ £

830,623 (3,327,122)
(2,452,584) (828,528)
(14,522) (82,840)
(1,636,483) (4,238,490)
430 471

430 471




NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2017

9. Taxation

The credit for taxation comprises the following

METALS EXPLORATION PLC

2017 2016
£ £
Current year corporationtax credit - -
Current year deferred tax credit (425,435) (2,436,251)
Total tax credit for the year (425,435) (2,436,251)
The total tax credit for the year canbe reconciled to losses for the year as follows:
2017 2016
£ £
Losses before tax (13,821,557) (20,468,792)
Tax on loss onordinary activities atstandard UK corporation tax rateof 19.3% (2016:20%) (2,626,096) (4,093,758)
Effects of:
Overseas expenses not taxablefor tax purposes 1,450,673 1,774,801
Differing tax rates in different jurisdictions (333,754) (754,655)
Deferred tax assetnot recognised 1,054,586 617,248
Non taxableand non deductibleitems 22,897 18,429
Short-term timingdifferences 6,259 1,684
Total taxation credit for the year (425,435) (2,436,251)
10. Deferred tax credit, liability and asset
Deferred tax credit
Tax Credit Tax Liability Tax Asset
2017 2016 2017 2016 2017 2016
£ £ £ £ £ £
Derivativeassets (1,281,285) (2,138,951) 3,441 1,284,726 -
Undepleted assetretirement obligation (35,970) 29,121 371,647 407,617 -
Unrealised foreign exchange gain 681,404 49,376 1,085,517 404,114 -
Other shortterm timing differences 12,841 54,278 176,281 163,440 -
Difference on transaction of foreign operations 197,575 (430,076) - - -
(425,435)  (2,436,252) 1,636,886 2,259,897 -
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METALS EXPLORATION PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2017

10. Deferred tax credit, liability and asset (continued)

The differences betweenthe deferred tax credit through the Consolidated Statement of Total Comprehensive
Income and the deferred tax liability on the Consolidated Balance Sheet has occurred from translation
differences arising on consolidation. Liabilities are translated using the closing foreign exchange rate
prevailing at 31December 2017 whereas the foreign currency composition of the comprehensive income
statement is translated using the average rate for the whole of the year.

Deferred tax asset

For the year ended 31 December 2017 the Group has net unused tax losses of £21,482,389 (2016:
£20,214,665) available for offset against future profits. However, due to the Group’s on-going tax losses
situation, the deferred asset has not been recognised on the Consolidated Balance Sheet due to uncertainty
over its future reversal.

Forthe year ended 31 December 2017 the Group has net unused tax losses available for offset against future
profits as follows:

2017 2016

£ £

UK 19,010,953 15,806,508

Philippines 2,471,436 4,408,157
Indonesia

Group unused tax losses available 21,482,389 20,214,665

The UK Government has announced future tax changes to corporation tax rate. These changes resulted in a
decrease inthe standard rate of corporation of 20% for the 2016/17 tax year, falling to a rate of 19% for the
2017/18, 2018/19 and 2019/20 tax years and eventually culminating in a rate of 17% by 2020/21. As at 31
December 2017 all such changes have been substantively enacted and have therefore been reflected in the
calculation of deferred tax for the year ended 31 December 2017.

The Company hasrecalculatedits un-provided UK deferred tax assets at the end of the reporting period using
the most recently substantively enacted corporation tax rate of 17% (2016: 17%), and the deferred tax asset
is estimated to be £3,231,862 (2016: £2,687,106).

11. Loss per share
2017 2016
£ £
Loss
Net loss attributableto equity shareholders for the purpose of basic and diluted loss per
share (13,396,122) (18,032,541)
Number of shares
Weighted average number of ordinary shares for the purpose of
basiclosspershare 2,071,334,586 1,779,329,876
Basicanddiluted loss per share (0.647) (1.013)p
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11.

Loss per share (continued)

METALS EXPLORATION PLC

The loss per share was calculated on the basis of net loss attributable to equity shareholders divided by the
weighted average number of ordinary shares. The basic and diluted loss per share is the same, asthe exercise
of share options and warrants would reduce the loss per share and therefore, are anti-dilutive.

2017 2016
Weighted average number of potential ordinaryshares
that are not currently dilutive 27,181,932 6,681,205
12. Property, plant and equipment - Group
Fixtures,
Leasehold Motor fittings & Land & Drilling Construction Mining
improvements vehides equipment buildings equipment in progress properties Total
£ £ £ £ £ £ £ £
Cost
As at1January 2016 219,083 746,405 12,761,698 1,304,830 1,075,542 108,266,883 29,188,589 153,563,030
Additions - - 77,274 - - 23,707,867 2,161,123 25,946,264
Transfers to cost of sales - - - - - (5,768,928) - (5,768,928)
Foreign exchange differences 32,764 101,967 1,744,600 178,253 146,930 14,790,351 3,987,457 20,982,322
As at31December 2016 251,847 848,372 14,583,572 1,483,083 1,222,472 140,996,173 35,337,169 194,722,688
Additions - - 80,217 - - 6,337,155 31,019,575 37,436,947
Transfers to cost ofsales - - - - - - (34,723,642) (34,723,642)
Disposals (35,274) - (15,222) - - - - (50,496)
Foreign exchange differences (22,224) (74,864)  (1,286,912) (130,873) (107,876) (12,442,058) (3,118,291)  (17,183,098)
As at 31 December 2017 194,349 773,508 13,361,655 1,352,210 1,114,596 134,891,270 28,514,811 180,202,399
Depreciation
As at1January 2016 (218,150) (493,399)  (3,692,507) (250,856) (895,967) - - (5,550,879)
Charge forthe period - (117,612)  (1,550,512) (141,246) (1,570) - - (1,810,940)
Foreign exchange differences (32,552) (67,403) (505,565) (34,269) (122,398) - - (762,187)
As at 31 December 2016 (250,702) (678,414)  (5,748,584) (426,371)  (1,019,935) - - (8,124,006)
Charge for the period - (95,092) (1,146,675)  (128,782) (2,861) - - (1,373,410)
Disposals 34,230 - 14,063 - - - - 48,293
Foreign exchange differences 22,123 59,866 507,278 37,625 90,004 - - 716,896
As at 31 December 2017 (194,349)  (713,640) (6,373,918)  (517,528) (932,792) - - (8,732,227)
Net book value
As at 31 December 2017 - 59,868 6,987,737 834,682 181,804 134,891,270 28,514,811 171,470,172
As at31 December2016 1,145 169,958 8,834,988 1,056,712 202,537 140,996,173 35,337,169 186,598,682

The total borrowing costs capitalized to construction in progress amounted to £9,655,522 in 2017

(2016: £4,716,210).
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12. Property, plant and equipment - Company

Fixtures,
fittings &
equipment
£
Cost
As at 31 December 2017 and 31 December 2016 8,825
Depreciation
As at 31 December 2017 and 31 December 2016 (8,825)
Net book value
As at 31 December 2017 and 31 December 2016
13. Goodwill
2017 2016
£ £
Cost and net book value 1,010,816 1,010,816

Goodwill has arisen from the acquisition of a 70% share in FCF Minerals Corporation in February 2005,and a
further 15% in August 2007. No goodwill was recognised on the acquisition of the remaining 15%
shareholding in FCF Minerals Corporation in 2011, following the adoption of 1AS27; Consolidated and
Separate Financial Statements (revised 2008). Instead, the fairvalue of the considerationlessthevalue of the
non-controlling interest was accounted for in equity reserves as the ‘Acquisition of Non-Controlling Interest
Reserve’ in the consolidated balance sheet.

Under 1AS36 - Impairment of Assets, a cash generating unit to which goodwill has been allocated should be
tested annually forimpairment. The Company assesses the recoverable amount of the cash generating unit
based on the value in use of the Runruno operations using cash flow projections over the expected life of the
mine of 10yearsand discount rates of 5% to 18%. The cashflow projectionsare basedonthe currentresource
estimate of 1m ounces of gold and include estimated capital expenditure and annual operating costs using
externally sourced price forecasts for gold. The estimated value-in-use exceeded the aggregate of the
carrying values of the Group’s intangible assets, including goodwill, therefore no impairment was made.

Goodwill is not annually translated to the closing rate at the balance sheet date as any foreign exchange
movements on this balance would be immaterial.
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14. Otherintangible assets

Group Cost of

Exploration Licences Software Total

£ £ £ £

Cost
As at1January 2016 3,327,631 4,435,727 375,846 8,139,204
Additions 2,355,827 - 40,544 2,396,371
Foreign exchange differences 515,905 30,052 51,344 597,301
As at 31 December 2016 6,199,363 4,465,779 467,734 11,132,876
Additions 172,715 - - 172,715
Foreign exchange differences (546,076) (372,014) (41,275) (959,365)
As at 31 December 2017 5,826,002 4,093,765 426,459 10,346,226
Impairment
As at1January 2016 (187,792) - - (187,792)
Foreign exchange differences (42,551) - - (42,551)
As at31 December 2016 (230,323) - - (230,323)
Foreign exchange differences 19,344 - - 19,344
As at 31 December 2017 (210,979) - - (210,979)
Amortisation
As at1January 2016 - (219,983) (295,375) (515,358)
Charge forthe period - - (64,724) (64,724)
Foreign exchange differences - (30,052) (40,351) (70,403)
As at31December 2016 - (250,035) (400,450) (650,485)
Charge forthe period - - (24,381) (24,381)
Foreign exchange differences - - 35,337 35,337
As at 31 December 2017 - (250,035) (389,494) (639,529)
Net Book Value
As at 31 December 2017 5,615,023 3,843,730 36,965 9,495,718
As at31December 2016 5,969,040 4,215,744 67,284 10,252,068
As at1January2016 3,139,839 4,215,744 80,471 7,436,054
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14. Otherintangible assets (continued)

Company

Cost
As at1January2016

Foreign exchange differences

As at31December 2016

Foreign exchange differences

As at 31 December 2017

Amortisation
As at1January2016

Foreign exchange differences

As at31December 2016

Foreign exchange differences

As at 31 December 2017

Net Book Value

As at 31 December 2017

As at31 December 2016

As at1January2016

15.  Investments in subsidiaries - Company
Cost
As at 31 December 2016 and 31 December 2017

Impairment
As at 31 December 2016 and 31 December 2017

Net book value
As at 31 December 2016 and 31 December 2017

METALS EXPLORATION PLC

Licences

£

219,982
30,052

250,034

(21,000)

229,034

(219,982)
(30,052)

(250,034)

21,000

(229,034)

6,509,372

(452,326)

6,057,046

Metals Exploration Pte Ltd and PT Cupati are direct subsidiaries of the Company.
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15. Investments in subsidiaries - Company (continued)

FCF Minerals Corporation and MTL Philippines, Inc. were direct subsidiaries of the Companyin 2013. These
investments were transferred to Metals Exploration Pte Ltd in 2014 as part of the corporate reorganisation
required to perfect a security package pursuant to a loan facility agreement which FCF Minerals Corporation
entered into on 28 May 2014, and for the benefit of the lenders. Additional investment was made in Metals
Exploration Pte Ltd during 2014 in order to facilitate the Group reorganisation.

Metals Exploration plc ROHQ established in the Philippines, is an overseas branch of the Company and
therefore its results are reported together with the Company’s.

The investments in subsidiaries are as follows:

Percentage Nature of
Company Registered address holding business
PT Cupati JI. Gunung Gamalama No. 03A 96% Holder of miningrights
Kampung Baru, Sorong,
Papua BaratIndonesia

Metals Exploration Pte Ltd 6 Temasek Boulevard, 100% Holding and investment
#29-00 Suntec Tower Four company
Singapore038986

FCF Minerals Corporation 22F, Salcedo Towers, 100% Holder of miningrights
169 H.V. dela Costa St, Salcedo Village,
Makati City 1227, Philippines

MTL Philippines 22F, Salcedo Towers, 100% Holder of exploration rights
169 H.V. dela Costa St, Salcedo Village,
Makati City 1227, Philippines

The principal place of business of the subsidiary companies listed above is the same as their country of
registration.

16  Investmentsin associates - Group

2017 2016
£ £
At 1 January 105,556 97,862
Share of profits / (losses) of associates (8,489) 7,964
At 31 December 97,067 105,556
P&L reserves
Deficit
Associate company Domicile Assets Liabilities at 31 Dec17 Sales Gains/(Losses) Ownership
£ £ £ £ £ %
Cupati Holdings Corporation Philippines 2,009,473 (1,965,052) 7,113 70,115 39,336 39.99%
Woggle Corporation Philippines 251,861 (127,490) (248,710) - (17,564) 39.99%

Cupati Holdings Corporation and Woggle Corporation wereinvestments of the Company in 2013. Theseinvestments were transferred to Metals
Exploration PtelLtd in 2015 as partofthe corporate reorganisation required to perfect a security package pursuantto a loan Facility Agreement
which FCF Minerals Corporation entered into on 28 May 2015, and for the benefit of the lenders.
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17. Trade and otherreceivables due in more than oneyear

Group

Amounts owed by associates

Other receivables

2017 2016

£ £
1,980,960 2,093,155
3,660,258 -
5,641,218 2,093,155

Other receivables include VAT on importations and other goods and services amounting to £3,097,810. In

2016, £3,033,384 of this amount was presented under property, plant and equipment.

18. Trade and otherreceivables due in less than one year

Group

Receivables from gold sales

Other receivables

Prepayments

Company

Receivables from subsidiary

Other receivables

Prepayments
19. Cash and cash equivalents
Group

Cashon hand

Current accounts

Company

Current accounts

2017 2016
£ £

99,512 295,478
1,680,125 2,211,310
241,763 134,379
2,021,400 2,641,167
2017 2016

£ £
158,867,294 140,770,594
225,489 97,099
16,115 16,115
159,108,898 140,883,808
2017 2016

£ £

5,223 5,728
532,209 5,980,765
537,432 5,986,493
2017 2016

£ £

130,279 4,918,696
130,279 4,918,696
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20.(a) Trade and other payables due in more thanone year

Group 2017 2016
£ £
Pension liability 539,979
539,979

20. (b) Trade and other payables due in less than one year

Group 2017 2016
£ £

Trade payables 7,966,368 4,304,406
Other payables 374,408 904,399
Other taxand social security payable 120,564 151,468
Accruals 1,941,211 704,804
10,402,551 6,065,077

20.(c) Trade and other payables

Company 2017 2016
£ £

Trade payables 440,247 122,701
Other payables - 59,195
Other taxand social security payable 25,766 26,120
Accruals 252,832 48,114
718,845 256,130

21. Derivative assets and liabilities

In 2015, the Group entered into Hedging Agreements based on the International Swaps and Derivatives
Association, Inc. (ISDA) schedule to the 2002 Master Agreement. The Company has warrants as part of its
mezzanine facility. These are discussed further on Page 64.

Gold Forward

The Groupis exposedto changesin gold pricesand the Group enteredinto forwardsales price swap contracts
that protect against the risk of decreasesin gold prices. The Group had entered into cash settled forward
sales gold contracts totaling 90,000 ounces of gold to be settled over thirty-six (36) months with the first
settlement received on 2 October 2015 and last settlement on 3 July 2018. As at 31 December 2017, forward
sales gold contracts totaling 15,000 ounces (2016; 45,000 ounces) were outstanding.
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21. Derivative assets and liabilities (continued)
Non-current Current Total
Assets/ Assets/ 2017
(liabilities) (liabilities)
£ £ £
At 1January 2017 1,427,473 2,854,948 4,282,421
Fairvaluegain - (3,798,378) (3,798,378)
Settlements - 486,534 486,534
Foreign exchange differences - (1,242,562) (1,242,562)
Transfer to current (1,427,473) 1,427,473
At 31 December 2017 - (271,985) (271,985)
Non-current Current Total
Assets Assets 2016
£ £ £
At 1January 2016 7,401,991 4,010,144 11,412,135
Fairvaluegain (4,008,577) (2,672,385) (6,680,962)
Settlements - (1,589,262) (1,589,262)
Foreign exchange differences 889,007 251,503 1,140,510
Transfer to current (2,854,948) 2,854,948
At 31 December 2016 1,427,473 2,854,948 4,282,421

Gold forward contracts and interest rate swaps are classified as level 2 in the fair value hierarchy defined in
IFRS 13.

As at 31 December 2017, a forward gold price swaps contract of 15,000 ounces with average price of
US 1,287.19 will mature in 2018.

Interest Rate Swap

The Group entered into Hedging Agreements with two international resource banks that provide for interest
rate swap for an aggregate notional principal amount that is at least forty percent (40%) of the commitments
over the term of the Loan Facility Agreement. When the Loan Facility was originally arranged in May 2015,
the Company entered into interest rate swaps to swap the underlying variable six-month US Libor interest
rate into a fixed rate of 1.575% for the original fifty-four month term ending 31 December 2018. A derivative
asset (2016: liability) and the related unrealised marked-to-market on the interest rate swap contracts are
recognised in the financial statements.

2017 2016

£ £

At 1 January (10,076) (80,386)
Fairvalueloss (66,702) (43,875)
Settlements 89,437 121,250
Foreign exchange differences (1,190) (7,066)
At 31 December 11,469 (10,076)
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22. Other current assets - Group
2017 2016
£ £
Consumableinventories 853,541 364,732
Other assets - 134,532
853,541 499,264

23. Loans - Group

On 28 May 2015, the Company enteredinto a loan Facility Agreement withtwo foreigninternational resource
banks with each both bank having an equal participation. The Facility Agreement comprises three separate
elements:

Senior Facility:
The senior facility includes rolled up capitalised interest and bank fees during the construction phase of
US $5,000,000" US $75,000,000

Cost overrun facility: US $8,000,000
Note™: the capitalised interestperiod covers the construction period 28 May 2015 to 31 December 2016.

On December 15, 2016 the Loan Facility Agreement was amended. The Amended Deed involves a new loan
‘Term Loan A’ amounting to US$28,160,000 which was applied to repay the Cost Overrun Facility amounting
to US$8,000,000 and reducing it to Nil and reducing the combined total of Senior Facility and Capitalized
Interest Facility from US$73,000,000 to US$52,840,000 as follows:

Original Loan Facility

Application Amended Deed
Term Loan US$73,000,000 (US$20,160,000) US$52,840,000
Cost Overrun Facility 8,000,000 (8,000,000)
Term Loan A - 28,160,000 28,160,000
Total US$81,000,000 USS— US$81,000,000

The Amended Deed became effective onJanuary 27, 2017 when all Conditions Precedent as set out in the
Amended Deed were either satisfied or were waived by the lenders.

Under the new terms of repayment on the Amended Deed, the loan is repayable within 3 years under the
following scheme:

Term Loan
e USS$23,680,000 payable in 2017
e USS$29,160,000 payable in 2018

TermLoan A
e USS$28,160,000 payable in 2019
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23. Loans - Group (continued)

OnMarch 31, 2017, the Group was granted a waiver by the lenders pursuant to the Facility Agreement dated
May 28, 2014 (as amended) allowing the Group to defer repayment of US$4,240,000 principal that was due
on March 31, 2017. Pursuant to the waiver, deferred principal amount was repaid as follows:

e USS$1,000,000 on April 28,2017
e USS$2,000,000 on May 31, 2017
e USS$1,240,000 onJune 30, 2017

In 2017, a total of USS17,200,000 of principal was repaid by the Group reducing the balance to
US$63,800,000.

On December 28, 2017, the Group was granted a waiver by the lenders pursuant to the Facility Agreement
dated May 28, 2014 (as amended) allowing the Group to defer repayment of USS$6,480,000 related to
principal repayment due on December 31, 2017. Pursuant to the waiver, repayment schedule of loan
principal has been delayed until June 29, 2018.

On March 29, 2018, a further waiver was granted by the lenders on principal repayments due on
March 31, 2018. Principal repayments were deferred until June 29, 2018.

2017 2016
£ £
i 26,555,934 47,200,085
Loans due within one year
42,311,183 23,669,976

Loans due after more than one year

23. Loans - Company

On 25 November 2016 the Company entered into a facility agreement with two major shareholders, MTL
(Luxembourg) Sarl and Runruno Holdings Limited. The purpose of this agreement was for general corporate
and working capital requirements of the Company and to enable completion of the project. The facility
amount of US $5,000,000 was fully drawn down, with interest capitalised against the facility at 20% per
annum. The facility ranks pari passu with the claims of other unsecured and unsubordinated creditors.

On September 19, 2017, the Company entered into a US$21,000,000 Mezzanine debt facility with the same
stockholders payable within 60 months. Interest rate is 8% plus US LIBOR and interest may be capitalised on
the first twelve months of the facility with additional 4% margin. The proceeds from the facility was used to
repay two short-term loans received from the same shareholders with balance being utilised to facilitate the
capital and interest payment to the Group’s senior lenders. A production fee is payable over a 60-month
period in quarterly instalments equivalent to 1.3% of the gross gold sales of the Group from first drawdown,
where the minimum quarterly fee payable is US$250,000 and the maximum quarterly fee is capped at
USS$500,000.

These loans are included in the Group balance sheet above.
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23. Loans - Company (continued)

2017 2016
£ £
Loans due within one year ) )
2017 2016
£ £
21,328,716 4,952,702

Loans due after more than one year

24. Provision for mine rehabilitation and decommissioning

2017 2016
£ £
At 1 January 1,505,708 1,324,736
Unwindingof discount 73,944 71,659
Effect of change in estimate - (71,659)
Foreign exchange differences (134,740) 180,972
At 31 December 1,444,912 1,505,708

The Company makes provision for the future cost of rehabilitation of the process plant on a discounted basis.
Provision for mine rehabilitation and decommissioning represents the present value of future rehabilitation
and decommissioning costs. These provisions have beencreatedbased onthe Company’sinternal estimates.
Estimated costs include labour, equipment hire, consumables and transportation for disposal. Assumptions,
based on the current economic environment, have been made which management believes are a reasonable
basis upon which to estimate the future liability. These estimates are reviewedregularly to takeinto account
any material changes to the assumptions. However, actual costs will ultimately depend upon future market
prices for the necessary works required which will reflect market conditions at the relevant time.
Furthermore, the timing of the rehabilitation and expenditure of other costs is likely to depend on when the
mine ceases to produce at economically viable rates, and the timing that the event for which the other
provisions provided for will occur.

25. Called up share capital

2017 2016

£ £

Allotted, called up and fully paidat1January 20,713,347 15,830,054
Shares issued and fully paid during theyear - 4,883,293
Allotted, called up and fully paid at31 December 20,713,347 20,713,347

Share rights
Ordinary shares confer the right to vote and to participate in dividends, capital, and other distributions

including on winding up. Ordinary shares are not redeemable.
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26. Share based payments

Share options
The Group operates a share option scheme named the Unapproved Share Option Scheme 2007 (‘Share
Option Scheme’) adopted on 29 March 2007.

Under the Group’s Share Option Scheme, options are generally exercisable after 3 years from the issue date
at a price equal to the quoted market price of the Company’s shares on the date of grant. Options are

forfeited if the employee leaves the Group before the options vest.

Details of the share options outstanding are as follows:

Year ended 31 December 2017 Year ended 31 December 2016

Number of share Weighted average Number of share Weighted average

options exerciseprice options exerciseprice
P P
Outstandingat the beginning of the period 6,585,000 26.33 7,235,000 25.25
Exercised duringthe period - - - -
Expired duringthe period (6,585,000) 26.33 (650,000) 14.31
Outstanding at the end of the beriod - - 6.585.000 26.33
Exercisableatthe end of the period - - 6,585,000 26.33

The share options outstanding had a range of exercise prices as follows:

Year ended 31 December 2017 Year ended 31 December 2016
Weighted Weighted
average average
remaining remaining
Number of share Exercise contractual Number of share Exercise contractual
options price life options price life
p (months) P (months)
- - - 6,000,000 25.00 3
- - - 585,000 40.00 10
Outstanding at the end
of the period - - - 6,585,000 26.33 4

During the year, an expense of £nil was recognised in the statement of total comprehensive income (2016:
£nil).
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26. Share based payments (continued)

Warrants
During the year ended 31 December 2017, two tranches of warrants were issued by the Company as part of

the mezzanine funding package.

Tranche 1 Tranche 2
ExercisePrice £0.055 £0.070
Expiry Date 31 December 2023 31 December 2023
Number of warrants 75,000,000 25,000,000

The assessed fair value of warrants granted during the year ended 31 December 2017 is US$1,526,937

The initial carryingamount of a compound financial instrument is allocated to its equity and liability
components, the equity component is assigned the residual amount after deducting from the fair value of
the instrument as a whole the amount separately determined for the liability component. The carrying
amount of the equity instrument represented by the option to convert the instrument into ordinary shares
is then determined by deducting the fair value of the financial liability from the fair value of the compound

financial instrument as a whole.

27. Net cash used in operating activities

Group 2017 2016

£ £
Loss before tax (13,396,122) (20,468,792)
Net financecosts 1,636,483 4,238,490
Depreciation 1,373,410 1,810,940
Tax (425,435) -
Provisions 73,944 -
Fairvalueloss onforwardsales contracts 3,798,378 6,680,962
Fairvalueloss oninterestrate swaps 66,702 43,875
Amortisation 24,381 64,724
Share of losses / (profits) of associates 8,489 (7,964)
Loss on disposal of asset 2,203 -
Interest income (430) -
Increaseinreceivables (2,928,296) (1,702,251)
Increasein other assets (354,277) (499,264)
Increasein payables 4,684,039 1,300,604
Cashused in operations (5,436,531) (8,538,676)
Interest received 430 471
Financecosts paid (568,636) (150,229)
Net cash used in operating activities (6,004,737) (8,688,434)
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27. Net cash used in operating activities (continued)
Company 2017 2016
£ £
Loss before tax (3,418,171) (2,466,061)
Net financecosts 2,417,048 835,809
Increaseinreceivables (18,225,090) (18,155,237)
Increase/ (decrease) in payables 269,301 91,046
Decrease / (increase) in other assets 16,115 (16,115)
Cashused inoperations (18,940,797) (19,888,819)
Finance costs paid (937,695) (53,666)
Net cash used in operating activities (19,878,492) (19,764,223)
28. Reconciliation of liabilities from financing activities
Group 1 January Non-cash 31 December
2017 Cash flow movements 2017
£ £ £ £
Derivativefinancial instruments (4,272,345) 397,097 5,500,665 1,625,417
Loans (current) 47,200,085 1,946,216 (22,590,367) 26,555,934
Loans (non-current) 23,669,976 - 18,641,207 42,311,183
66,597,716 2,343,313 1,551,505 70,492,534
Company 1 January Non-cash 31 December
2017 Cash flow movements 2017
£ £ £ £
Loans (non-current) 4,952,702 15,621,353 754,661 21,328,716
4,952,702 15,621,353 754,661 21,328,716
29. Capital commitments

As at 31 December 2017 the Group had £nil of outstanding capital commitments (2016: £nil) forthe purchase
of property, plant and equipment.
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30. Related party transactions

Only members of the Board of Directors of Metals Exploration plc are deemed to be key management
personnel. This Board has responsibility for planning, controllingand directing the activities of the Group. Key
management compensationis disclosed in Note 7, Directors’ emoluments section.

During the year, the Company advanced £19,225,258 to its subsidiaries to fund operations and purchase
property, plant and equipment (2016: £15,490,395). At the year end, the Company was owed £156,864,768
by its subsidiaries (2016: £137,639,510).

During the year, the Company received £nil from Woggle Corporation, an associate of the Company, (2016:
received £nil). At the year end, the Company owed £59,195 to its associates (2016: owed £59,195).

During the year, the Company received £nil from Cupati Holdings Corp., an associate of the Company, (2016:
received £nil). At the year end, the Company was owed £8,250 from its associates (2016: £8,250).

31. Financialinstruments

The Company’s financial assets comprise cash & cash equivalents of £130,279 (2016: £4,918,696), trade and
otherreceivablesof £159,108,898 (2016: £140,883,788), and derivative assetsof £11,469(2016:£4,282,421).

Fair values of commodity forwards are obtained using the “forward versus forward” approach using gold
forward prices and discounted at the appropriate London Interbank Offered Rate. Fair value of forward
commodity sales contracts for gold sales transactions is provided by the third-party banks’ derivative team
using proprietary forward pricing curves to value commodity contracts.

The carrying values of the Group’s financial assets at the year-end are as follows:

Group Cash and cash Trade and other
equivalents receivables Derivative
assets Total
£ £ £ £
As at 31 December 2017 537,432 7,662,618 11,469 8,211,519
As at 31 December 2016 5,986,493 4,734,322 4,282,421 15,003,236

The carrying values of the Group’s financial liabilities at the year-end are as follows:

Group Accruals
Trade payables and other Derivative
payables Loans liability Total
£ £ £ £ £
As at 31 December 2017 7,966,368 2,436,183 68,867,117 271,985 79,541,653
As at 31 December 2016 4,304,406 1,760,671 70,870,062 10,076 76,995,299
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31. Financial instruments (continued)

Trade payables, accruals and other payables and loans are measured at amortised cost. Fair value of interest
rate swaps is provided by the third-party banks’ derivative team using interest rate and vyield curves
observable at commonly quoted intervals.

The Company’s financial liabilities comprise trade payables of £389,302 (2016: £122,701), accruals of
£252,832 (2016: £48,114), other payables of £76,711 (2016: £59,195) and loans of £21,328,716
(2016: £4,952,702).

The Group’s operations expose it to a variety of financial risks including liquidity risk, credit risk, foreign
currency exchange rate risk and interest rate risk. The policies set by the Board of Directors areimplemented
by the Group’s finance departments and senior management.

Liquidity risk
The Group actively monitors its cash resources to ensure it has sufficient available funds for operations and

planned expansions and fund-raising activity is timed to meet cash requirements.

The contractual maturities of the financial liabilities at the year-end are as follows:

Group
Trade and Future
other payables Loans Loan interest Total
£ £ £ £
As at 31 December 2017
1 -6 months 10,402,551 15,088,599 1,681,662 27,172,812
6 —12 months - 11,467,335 1,416,511 12,883,846
1-2years - 22,284,976 2,302,721 24,587,697
2 -5 years - 20,026,206 6,173,004 26,199,210
Total contractual cash flows 10,402,551 68,867,116 11,573,898 90,843,565
As at 31 December 2016
1 -6 months 6,065,079 8,689,802 2,169,010 16,923,891
6 —12 months - 10,505,581 1,874,271 12,379,852
1-2years - 23,637,557 2,602,442 26,239,999
2 -5 years - 27,779,643 2,504,826 30,284,469
Total contractual cash flows 6,065,079 70,612,583 9,150,549 85,828,209
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31. Financial instruments (continued)

Liquidity risk (continued)
Payments in respect of derivative financial liabilities are made quarterly expiringon 30 June 2018.

Company
Trade and Future
other payables Loans Loan interest Total
£ £ £ £
As at 31 December 2017
1 -6 months 718,845 - - 718,845
6 —12 months - - 364,682 364,682
1-2years - 1,302,510 1,458,728 2,761,237
2 -5 years - 20,026,206 6,173,004 26,199,210
Total contractual cash flows 718,845 21,328,716 7,996,414 30,043,974
As at 31 December 2016
1 -6 months 256,130 - - 256,130
6 —12 months
1-2years
2 -5 years - 4,952,702 1,621,271 6,573,973
Total contractual cash flows 256,130 4,952,702 1,621,271 6,830,103
Credit risk

Credit risk is the risk of financial loss to the Group or Company if a counterparty to a financial instrument fails
to meet its contractual obligations.

The Group and Company are exposed to credit risk attributable to its cash balances however, this risk is
limited because the counterparties are large international banks.

The Group is exposed to credit risk for other receivables due from third parties. This risk is limited because
the counterparties to the gold sales are internationally recognised. Further, the Group receives significant
payment for the gold upon the presentation of transportation documents.

The Company is exposed to credit risk to the extent that amounts owed by its subsidiaries may not be
recoverable inthe future. As at 2017, amounts due to Metals Exploration plc from PT Cupati have been fully
provided for.

MTL Philippines, Inc., a subsidiary in the Philippines, was fully impaired in the Company prior to the
investment and provision of impairment being transferred to Metals Exploration Pte Ltd under the corporate

reorganisation.

As at 31 December 2017, none of the other receivables were found to be impaired (2016: £nil). No
unimpaired other receivables are past due as at 31 December 2017 (2016: £nil).

The maximum exposure to credit risk at the year-end is best represented by the carrying amounts of trade
and other receivables, cash and cash equivalents and derivative assets.
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31. Financial instruments (continued)
Market risk and sensitivity analysis

Interest rate risk
The Group has interest bearing assets comprising cash and cash equivalents which earn interest at a variable
rate.

The impact on the reported profit for the year is interestincome on cash of £430 (2016: £471).

The Group has interest bearing liabilities and the impact on the reported profit for the year is an interest
expense of £1,791,575 (2016: £911,368). Interest payable on the loan facility is currently capitalised. The
value of interest and bank fees capitalised during the yearis £4,882,501 (2016: £5,498,353).

The portion of the Group’s interest-bearing borrowings at year-end that is exposed to interest rate
fluctuations is US $102,000,000. These borrowings are normally rolled for period of three months and are
therefore exposed to the rate changes in this period. The remainder of the borrowings bear interest at a
fixed rate. US $107,000,000 of the total borrowings at reporting date is exposed to changes in the LIBOR
rate. A5% increase in LIBOR would have resultedin £75,323 losses for the year. The analysis is based on the
assumption that the applicable interest rate increased with all other variables held constant. All financial
instruments with fixed interest rates that are carried at amortised cost are not subject to the interest rate
sensitivity analysis.

Foreign currency exchange rate risk

The Group and Company are exposed to foreign currency exchange rate risk due to funds raised in Pounds
Sterling but trade payables being predominantly settled in US Dollars and Philippine Pesos. The Group
monitors exchange rates actively and converts funds raised to other currencies when deemed appropriate in
order to meet expected future foreign currency commitments.

The Group is also exposedto translationrisk due to the accounts of the Group’s subsidiaries being in different
currencies to the Company’s. On consolidation, the subsidiary accounts are translated to Pounds Sterling.
The impact on the reported net assets at the year-end is a separate reserve of £9,722,731 (2016:
£21,100,367).

The company held a number of foreign currency balances at year end. A 5% movement in the exchange rate
would have resulted in the following Pound Sterling losses for the year:

Currency 2017 2016 2017 2016
GBP loss GBP loss

£m fm

usbD (20,483,600) 1,909,791 (1.02) (0.1)
AUD 1,343 25,180 0.00007 (0.01)
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32. Capital risk management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern to provide returns for shareholders and maintain an optimal capital structure to reduce the cost of
capital.

The Group defines capital as being share capital plus reserves. The Board of Directors monitors the level of
capital as compared to the Group’s long-term debt commitments.

The Group is not subject to any externally imposed capital requirements.

33. Contingent liabilities

The Group has no contingent liabilities identified as at 31 December 2017 (2016: £nil).

34. Post balance sheet events

On 28 March 2018, the Company has secured a US52,000,000 standby loan facility with its two major
shareholders, which will be available to be drawn as might be required forgeneral short-termworking capital
use. The commercial terms of the facility are as follows:

e Term:from execution of documentsto 30 June 2018
e Interestrate: 20% per annum accruing daily (payable from drawdown)
e Arrangement fee: 2% payable on signature

The Company has drawn down US$1,000,000 and US$200,000 on 28 March 2018 and 17 April 2018,
respectively.

OnMarch 29, 2018, the Group was granted a waiver by the lenders pursuant to the Facility Agreement dated
May 28, 2014 (as amended) allowing the Group to defer repayment of US$6,480,000 related to principal
repayment due for March 31, 2018. Pursuant to the waiver, principal repayments for both December 31,
2017 and March 31, 2018 has been delayed until June 29, 2018.

On May 11, 2018, two Directors, Mr Tim Dean and Mr Julian Wilson announced their resignation after ten
years and five years continual service respectively.

35. Ultimate controlling party

The Company has no ultimate controlling party.
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