
REPUBLIC OF THE PHILIPPINES 

COMMISSION ON AUDIT 
COMM( N WLALII I AVENUE. QUEZON C1  Y 

CORPORATE GOVERNMENT AUDIT SECTOR 
Cluster 5 - Agriculture and Natural Resources 

May 24, 2024 

Atty. ALBERTO B. SIPACO JR. 
Chairman of the Board and 
President and Chief Executive Officer (PCEO) 
Philippine Mining Development Corporation 
Unit 3001 B West Tower 
Tektite Towers (formerly Philippine Stock Exchange Centre) 
Exchange Road, Ortigas Center, Pasig City 

CORPCIi]ON 

RECEI 
DATt\'( 24 	 

Dear Chairman and PCEO SIPACO JR.: 

Pursuant to Section 2, Article IX-D of the Philippine Constitution and Section 43 of 
Presidential Decree (PD) No. 1445, otherwise known as the Government Auditing Code 
of the Philippines, we transmit herewith our Report on the results of the audit of the 
accounts and transactions of the Philippine Mining Development Corporation (PMDC) 
for the years ended December 31, 2023 and 2022. 

The Report consists of the Independent Auditor's Report, the Audited Financial 
Statements, the Observations and Recommendations, the Status of Implementation of 
Prior Years' Audit Recommendations, and the Annex. 

The Auditor rendered an unmodified opinion on the fairness of the presentation of the 
financial statements of the PMDC as at and for the years ended December 31, 2023 
and 2022. 

The significant audit observations and recommendations that need immediate action are 
as follows: 

The PMDC incurred operating losses in the amounts of P12.474 million and 
P55.046 million for two (2) consecutive calendar years (CYs) 2023 and 2022, 
respectively, posing risk on its operational efficiency as the revenue/income earned 
from royalty and commitment fees for the said years, in the amounts of P80.987 
million and P39.337 million were not sufficient to cover its operating expenses 
amounting to P93.461 million and P94.383 million, respectively, which if could not 
be promptly addressed would undermine the PMDC's ability to continue as a going 
concern entity. 



1 .1. 	We reiterated our previous year's recommendations that Management, in order to 
generate stable and sufficient income for PMDC's continuous operation: 

a. Pursue viable strategies and exert all efforts, in partnership with the 
Joint Operating Agreement (JOA) partner/Project Finance Service 
Provider (PFSP), to expedite the completion of the exploration/assessment 
activities of the awarded Projects covering the mining properties/assets so 
that these could be placed into commercial operation; and 

b. Fast track the bidding out of the remaining 37 Projects transferred to the 
PMDC for disposition, development or operation. 

2. 	The Project Management Teams (PMTs) of the PMDC were not able to meet their 
CY 2023 targeted exploration/assessment activities, such as, desk studies and 
office-based research topographic survey, rock sampling, trenching/test pitting and 
scout drilling, among others, in the three (3) mining Projects that are covered by 
PFSP Agreements, namely, the Dinagat Parcel 2A Nickel-Chromite, the Rogongon 
Copper-Gold, and the Cagayan de Oro Gold Projects, which could be attributed to 
the delay in securing the necessary permits for the conduct of 
exploration/assessment activities and absence of procedures in the PMDC's 
Quality Procedure Manual on the exploration and development of mining properties 
upon the Corporation's gradual shift from its business model of royalty-based 
business to directly operate the mining property in accordance with its primary 
purpose. Thus, could delay the commercial operation/production and utilization of 
the minerals of the subject Projects. 

2.1. We recommended that Management: 

a. 	Closely coordinate with the Mines and Geosciences Bureau (MGB), National 
Commission on Indigenous Peoples (NCIP) and Bureau of Soils and Water 
Management (BSWM) to secure the necessary permits and documents to 
enable the PMDC and its Finance Service Provider (FSP) to perform the 
exploration/assessment activities in the three (3) Projects under the PFSP 
Agreement; 

Direct the PMTs to exert all effort to meet the targeted 
exploration/assessment activities; and 

C. 	Formulate procedures to cover the exploration and mining operations of 
Projects under the PFSP Agreements. 

The observations together with the recommended courses of action which were discussed 
by the Audit Team with concerned Management officials and staff during the exit 
conference conducted on April 5, 2024 are discussed in detail in Part II of the Report. We 
also invite your attention to the unimplemented audit recommendations embodied in 
Part Ill of the Report. 

We respectfully request that the recommendations contained in Part II and Part Ill of the 
Report be implemented and that this Commission be informed of the actions taken thereon 
by accomplishing the Agency Action Plan and Status of Implementation Form (copy 
attached) and returning the same to us within 60 days from the date of receipt hereof. 
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We acknowledge the support and cooperation that Management extended to the Audit 
Team, thus, facilitating the completion of the Report. 

Very truly yours, 

COMMISSION ON AUDIT 

By: 

M 	UN  I' 4 EGAFRIA 
Di - ctorl 
Cluster Direc'ör 

Copy furnished: 

The President of the Republic of the Philippines 
The Vice President 
The President of the Senate 
The Speaker of the House of Representatives 
The Chairperson - Senate Finance Committee 
The Chairperson - Appropriations Committee 
The Secretary of the Department of Budget and Management 
The Bureau of the Treasury 
The Governance Commission for Government-Owned or Controlled Corporations 
The Presidential Commission on Good Government 
The National Library 
The UP Law Center 

3 



(Name of the Agency and Address) 

AGENCY ACTION PLAN and 
STATUS OF IMPLEMENTATION 

Audit Observations and Recommendations 
For the Calendar Year 20XX 

As of 

Ref. 
Audit 

Observations 
Audit 

Recommendations 

Agency Action Plan 

Status of 
Implementation 

Reason for 
Partial/Delay! 

Non- 
Implementation, 

if applicable 

Action 
Taken/Action 
to be Taken Action Plan 

Persons/Dept. 
Responsible 

Target 
Implementation 

Date 

From To 

Agency sign-off: 

Name and Position of Agency Officer 
	

Date 

Note: Status of Implementation may either be (a) Implemented and (b) Not Implemented 






































































































































