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SECURITHES AND EXCHANGE COMMISSION
FORM 17-Q
QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2){b) THEREUNDER

1. For the quarterly period ended June 30, 2016

2. Commission identification number ___ 026126 3. BIR Tax Identification No 000-121-507-000

4. Exact name of issuer as specified in its charter HOLCIM PHILIPPINES, INC,

5. Province, country or other jurisdiction of incorporation or organization Manila, Philippines

6. Industry Classification Code; i {(SEC Use Only)

7. Address of issuer's principal office FPostal Code
77 Floor Two World Square, McKinley Hitl. Fort Bonifacio. Taguig City 1634

8. Issuer's telephone number, including area code (632) 459-3333
9. Former name, former address and former fiscal year, if changed since last report _N. A.

10. Securities registered pursuant to Sections 8 and 12 of the Code, or Sections 4 and 8 of the RSA
Title of each Class Number of shares of common
stock outstanding and amount
of debt ouistanding
Common Shares 8,452 099 144
11. Are any or all of the securities listed on a Stock Exchange?
Yes [x] No | ]

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

Philippine Stock Exchange, Inc. Common Shares

12. Indicate by check mark whether the registrant:
{a} has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17
thereunder or Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26
and 141 of the Corporation Code of the Philippines, during the preceding twelve (12}
menths (or for such shorter period the registrant was required to file such reports)
Yes [x] No [ ]
{b) has been subject o such fiting requirements for the past ninety (30) days.

Yes [x] No [ ]
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PART I+ FINANCIAL INFORMATION

item 1. Financial Statements.

Exhibit | — Consclidated Balance Sheets as of June 30, 2016 and December 31, 2015

Exhibit I} — Consolidated Statements of Income for the quarters ended June 30, 2046 and
2015 and for the six (6) months ended June 30, 2016 and 2015

Exhibit lif — Consolidated Statements of Comprehensive Income for the quarters ended
June 30, 2016 and 2015 and for the six (6) months ended June 30, 2016 and
2015

Exhibit IV — Consolidated Statements of Changes in Stockholders’ Equity for the six (8)
months ended June 30, 2016 and 2015

Exhibit V¥ — Consolidated Statements of Cash Flows for the six (6} months ended June 30,
2016 and 2015

Exhibit VI — Aging of Trade and Other Receivables as of June 30, 2018
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Exhibit |
HOLCHV PRILIPPINES, INC.
CONSOLIDATED BALANCE SHEETS
As of June 30, 2018 and December 31, 2015
{In Thousands)

30 June 2016 31 Dec 205
ASSETS
Current Assets
Cash and cash equivalents B5,121,658 R2,540,198
Trade and other receivables — net 3,896,254 3.418,211%
Inventaries 4,040,648 3,842,552
Other current assets 1,140,144 B44 576
Total Current Assets 14,298,604 10,545,537
Noncusrent Assets
Investments 4,382,754 4,195,154
Property, plant and equipment — net 15,708,959 18,018,648
Goodwitl 2635738 2,635,738
Intangibles ~ net 48,423 55,965
Deferred tax assets 383,183 365,113
Other noncurrent assets 254 162 263,616
Total Noncurrent Assets 23,193,229 23,534,234
37,691,833 34,079,771
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
Notes payable - 999,831
Trade and other payables 7,562,712 6,545,982
Dividends payahle 5,612 492 -
Income tax payable 810,741 824,141
Total Current Liabilities 13,975,985 8,369,954
Noncurrent Liabilities
Retirement benefits liabilities 568,562 553,437
Provisions 126,548 183,282
Deferred tax liabilities 1,621 3,832
Total Noncurrent Liabilities 696,729 740,351
Equity Attributable to Equity Holders of Parent
Capital stock 6,452,099 6,452,099
Additional paid-in capital 8,476,002 8,476,002
Remeasurement loss on retirement benefits - net {135,840) {135,840)
Other reserves {7.719) {9,806)
Retained earnings 8,228,005 10,178,725
23,012,547 24,961,380
Noncontrol!igg interest 6,562 8,086
Total Stockholders' Equity 23,019,109 24,969 4686
R37,601,833 B34,079,771
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HOLCIM PHILIPPINES, INC.
CONSOLIDATED STATEMENTS OF INCOME
For the quarters ended June 30, 2016 and 2015

And for the six {8) months ended June 30, 2016 and 2015

(in Thousands, Except Per Share Data)

Quarter Ended

Exhibit I

Six (6) Months Ended

Apr-Jun 2016  Apr-Jun 2015

Jan-Jun 2616

Jan-Jurr 2015

Net Sales ®10,766,584 B3.412.375 820,829,711 R17,995,277
Cost of sales 5,941,935 6,356,456 14,001,276 12,087,998
Gross Profit 3,824,849 3,055,919 6,828,435 5,907,275
Operating expenses 554,399 602,494 1,086,145 1,105,854
Operating EBITDA 3,270,250 2,453,425 5,742,290 4,801,425
Depreciation and
amertization 333,198 325,017 653,850 643, 449
income from Operations 2,937,052 2,128,408 5,088,440 4,157,978
Other income (expenses)
Net financial incorne
{expense) (2,049) 4,760 {28,223) {8,862)
Other income (expense) 69,038 (3,484) 75,080 105,876
Total 66,989 1,268 46 857 97,114
Income before Income
Tax 3,004,041 2,129,674 5,135,297 4,255,090
Provision for income tax
Current 863,553 603,354 1,469,838 1,217,230
Deferred {22,634) {1,413} {93) 10812
840,918 501,841 1,469,745 1,227,842
Income Before Minority
Interest 2,163,122 1,527,733 3,665,552 3,027,248
Noncontmlting interest {358) (2,723) {647} {849)
Neat Income P2,162,764 1,525,010 13,664,905 P3,026,399
Basic/Diluted Earnings
Per Share (EPS)
Computation of EPS:
{a} Netincome applicable
to commeon shareholders B2162,764 81,525,010 73,664,905 B3,026,399
{b) Common shares
issued and outstanding 6,452,089 6,452,099 8,452 099 6,452,098
EPS [ja}!(_b!; ®0.335 B0.235 B0.568 B0.469
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HOLCIM PHHLIPPINES, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the quarters ended June 30, 2016 and 2015

And for the six (6) months ended June 30, 2016 and 2015
{In Thousands)

Quarter Ended

Exhibit 11

Six {8) Months Ended

Apr-Jun 2016

Apr-Jun 2015

Jan-dun 2816

Jan-Jun 2015

Net Income 2,163,122 B1,827,733 3,665,552 13,027,248
Other Comprehensive
Income {Loss} - - - -
Total Comprehensive
Income B2.163,122 214,527,733 23,685,552 £3,027,248
Attributable to;
Equity holders of
Parent Company E2,162,764 21,525,010 23,664,805 3,026,399
Noncontrolling inerest 358 2,723 647 849
®2,163,122 R1,527.733 23,665,552 B3,027,248
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Exhibit 1V

HOLCIM PHILIPPHNES, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
For the six (6) months ended June 30, 2016 and 2015
{fn Thousands)

Jan-Jun 2016 Jan-Jun 2015

Gapital Stock
Common Stock

Balance at beginning of pericd R6,452,099 F6,452 098

fssuances (Retirement) - -

Balance at end of pericd 6,452,089 §,452 099
Additional Paid-in Capital

Balance at beginning of period 8,476,002 8,476,002

Issuances (Retirement) - -

Balance at end of period 8,476,002 8,476,002
Other comprehensive loss {135,840 (174,986}
Other reserves (7,719} 2,831
Retained Earnings

Balance at beginning of period 10,178,725 7,335,323

Cash dividends {5,615,625) {5,295,940)

Net income 3,664,905 3,026,399

Baiance at end of period 8,228,005 5,065,782
Noncontroiling Interest 6,562 8,089

R23,018,109 #19,829 817
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HOLCIM PHILIPPRNES, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the six (6) months ended June 30, 2016 and 2015

{in Thousands)

Exhibit v

Jan-Jun 2016 Jan-Jun 2015
Operating Activities
Income before income tax for the period 85 135,297 R4,255 090
Adjustments to reconcile net income to cash
Depreciation and amortization 653,850 643,449
Other items (net) (1,672,547) (895,521)
Changes in current assets and liabilities {23,237) 14,824
Cash provided by operating activities 4,093,363 4,017,942
Investing Activities
Additions to plant, property and equipment {514,913) (480,515}
Decrease (increase} in other investing activities 6,058 (15,545)
Cash used in investing activities (508,855) {4986,0860)
Financing Activities
Payment of shortterm loans {999,831) {1,083,94%)
Dividends paid (3,133) -
Cash used in financing activities {1,002,964) (1,093,943}
Net increase in cash and cash equivalents 2,581,544 2,427,939
Cash and cash equivatents, baginning 2,540,198 2,698,207
Effect of exchange rate changes on cash and cash
equivalents (184) 1,574
Cash and cash equivalents, end 5,121,558 B5127,720
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HOLCIM PHILIPPINES, INC
Aging of Trade and Other Receivables
As of June 30, 2016
{in Thousands)

Exhibit Vi

Total Current 1-30 days 31-60 days  Over 60 days
Trade Receivables B4,130,976 FB3,079,378 R181,725 F136,684 @733,189
Cther Receivables 80,908 4,530 - 7,647 78,728
Totai 4,221,881 PB3,083,908 F181,725 144,331 2811,817

Allowance for
Doubtful Accounts

(225,627)

Net Receivabies

3,986,254

SEC Form 17-¢
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ltem 2. Management's Discussion and Analysis of Financial Condition and Results of
Operations.

Results of Operations

Based on internal estimates, the cement industry demand grew by 12% in the second guarter of 2016
compared {o the same period of last year. This was brought about by buoyant private and public
spending. Consequently, the Company for the first half of the year posted total net sales of Php20.8
billion, higher by 16% as compared to Php18.0 biltion reported in the same period last year, Cost of
goods scld was kept at same pace despite the higher cansumption of imported clinker and cement to
support volume growth. The Company achieved a total operating EBITDA of Php5.7 billion, or 20%
higher against same period of last year. Net income after tax stood at Php3.7 billion giving earnings of
Php0.57 per share, or higher by 21% compared with prior year.

Financial Position

The Company’s financial position has remained healthy with very liquid position and strong asset
utilization ratio as it continues to generate high revenues. Total assets stood at Php37.7 biltion, up by
approximately Php3.6 billion from end of 2015, mainly due to higher cash balance brought about by
cash generated from operations.

Cash Flow Generation

The Company’s cash requirements have been mainly sourced through cash flow from operations.
Overall, cash increased mainly due from its operations net of full payment of third party loan and
spending on capital expenditures. Please refer to the attached statement of cash flow for more details.

Key Performance indicators

The comparative financial KP1's of the Company for the periods ended June 30, 2016 and 2015 were
as follows:

For the period
ended June 30
Financial KPI Definition 2016 2015
Erofitehility
Net Income
Return on Equity (ROE) Ave. Total Shareholders' 15.3% 14.4%
Equity
Net Income g o
Return on Asset (ROA) Average Total Asset 10.2% ©.4%
Efficiency
EBITDA Margin Operating EBITDA 27.6% 26.7%
Net Sales
Liquidity
. Net Financial Debt {(Asset)
0.19% 18.4%
Gearing Stockholders' Equity (20.1%) ( %)
EBITDA Net Interest Cover Operating EBITDA 476.6 times | 183.2 times
Net Interest
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Profitability and Efficiency

Both profitability and efficiency indicators have increased as compared to the same pericd of last year
with ROE and ROA increasing by 0.9 basis points and 0.8 basis points respectively, due to higher
income generated from operations.

Liguidity

The Cempany's liquidity position remained strong evidenced by significant cash balance.

Notes to Financial Statements

1. Summary of Significant Accounting Policies

These condensed consolidated interim financial statements have been prepared in accordance with
PAS 34 Interim Financial Reporting and do not include all of the information and disclosures required
in the annuat financial statements, and should be read in conjunction with the Company's annual
financial statements as at December 31, 2015.

The accounting policies adopted are consistent with those of the previous financial year except for the
adoption of the following amendments effective beginning January 1, 2016:

Deferred

Philippine Interpretation IFRIC 15, “Agreements for the Construction of Real Estate”

This interpretation covers accounting for revenue and asscciated expenses by entities that
undertake the construction of real estate directly or through subcontractors. The SEC and the
Financial Reporting Standards Council (FRSC) have deferred the effectivity of this interpretation
until the final Revenue standard is issued by the International Accounting Standards Board (IASB)
and an evaluation of the requirements of the final Revenue standard against the practices of the
Philippine real estate industry is completed. Adoption of the interpretation will not have any impact
on the consclidated financial statements of the Company.

PFRS 10, “Consolidated Financial Statements” and PAS 28, “Investments in Associates and Joint
Ventures - Sale or Contribution of Assets between an Investor and its Associate ar Joint Venture”

These amendments address an acknowledged inconsistency between the requirements in
PFRS 10 and those in PAS 28 in dealing with the sale or contribution of assets between an
investor and its associate or joint venture. The amendments require that a full gain or loss is
recognized when a transaction involves a business (whether it is housed in a subsidiary or not). A
partial gain or loss is recognized when a transaction involves assets that do not constitute a
business, even if these assets are housed in a subsidiary. In December 2015, the |ASB deferred
indefinitely the effective date of these amendments pending the final outcome of the IASB's
research project on international Accounting Standards 28. Adoption of these amendments will
not have any impact on the consolidated finzncial statements.

Effective in 2016

PAS 16, “Property, Plant and Equipment”, and PAS 38, “intangible Assets - Clarification of
Acceptable Methods of Depreciation and Amortization” {(Amendments)

The amendments clarify the principle in PAS 16 and PAS 38 that revenue refiecis a pattern of
economic benefits that are generated from operating a business (of which the asset is part} rather
than the economic benefits that are consumed through use of the asset. As a result, a revenue-
based method cannot be used to depreciate property, plant and equipment and may ohly be used
in very limited circumstances to amortize intangible assets. The amendmenis are effective
prospectively for annual periods beginning on or after January 1, 2016, with early adoption
permitted. These amendments de not have any impact o the Company given that the Company
is not using a revenue-based method to depreciate its nencurrent assets,

SEC Form 17-Q 10



* PAS 18, "Property, Plant and Equipment”, and PAS 41, “Agriculture - Bearer Plants”
{Amendments)

The amendments change the accounting requirements for bivlogical assets that meet the
definition of bearer plants. Under the amendments, biological assets that meet the definition of
bearer plants will no longer be within the scope of PAS 41. Instead, PAS 186 will apply. The
amendments also require that produce that grows on bearer plants will remain in the scope of
PAS 41 measured at fair value less costs to sell. For government grants refated to bearer plants,
PAS 20, "Aceounting for Government Grants and Disclosure of Government Assistance”, will
apply. The amendments are retrospectively effective for annual periods peginning on or after
January 1, 2016, with early adoption permitted. These amendments do not have any impact te the
Company as the Company does not have any bearer plants.

* PAS 27, "Separate Financial Statements - Equity Method in Separate Financial Statements®
{Amendments)

The amendments will allow entities to use the equity method to account for investments in
subsidiaries, joint ventures and associates in their separate financial statements. Entities already
applying PFRS and electing to change to the equity method in its separate financial statements
will have to apply that change retrospectively. The amendments are effective for annual periods
beginning on or after January 1, 2016, with early adoption permitted. These amendments do not
have any impact on the Company’s consolidated financial statements.

* PFRS 11, “Joint Arrangements - Accounting for Acquisitions of Interests in Joint Operations”
(Amendments)

The amendments to PFRS 11 require that a joint operator that is accounting for the acquisition of
an interest in a joint aperation, in which the activity of the joint operation constitutes a business,
must apply the relevant PFRS 3 principles for business combinations accounting. The
amendments also clarify that a previously held interest in a joint operation is not remeasured on
the acquisition of an additional interest in the same joint operation while jeint control is retained. In
addition, a scope exclusion has been added {o PFRS 11 to specify that the amendments do not
apply when the parties sharing joint control, including the reporting entity, are under common
controi of the same uitimate controlling party.

The amendments apply to both the acquisition of the initiad interest in a joint operation and the
acquisition of any additional interests in the same joint operation and are prospectively effective
for annual periods beginning on or after January 1, 2016, with early adoplion permitied.

» PFRS 14, "Regulatory Deferral Accounts®

PFRS 14 is an opfional standard that allows an entity, whose activities are subject to rate-
regulation, to continue applying most of its existing accounting policies for regulatory deferral
account balances upon its first-time adoption of PFRS. PFRS 14 is effective for annual periods
beginning on or after January 1, 2016. Since the Company is an existing PFRS preparer, this
standard is not applicable.

» PAE8 1, "Presentation of Financial Statements — Disclosure Initiative” (Amendmenis)

The amendments are intended to assist entities in applying judgment when meeting the
presentation and disclosure requirements in PFRS. They clarify the following:

* That entities shall not reduce the understandability of their financial statements by either
obscuring material information with immaterial information; or aggregating material items that
have different natures or functions

* That specific line items in the statement of income and OC! and the statement of financial
position may be disaggregated

* That entities have flexibility as to the order in which they present the notes to financial
statements

»  That the share of OC| of associates and joint ventures accounted for using the equity method
must be presented in aggregate as a single line item, and classified between those items that
will or wilt not be subseguently reclassified to profit or loss.

SEC Form 17-Q 11



Early application is permitted and entities do not need to disclose that fact as the amendments
are considered to be clarifications that do not affect an entity's accounting policies or accounting
estimates. Adoption of these amendments does not have a significant impact on the consolidated
financial statements.

* PFRS 10, "Consolidated Financial Statements”, PFRS 12, “Disclosure of Interests in Other
Entities”, and PAS 28, “Investments in Associates and .ioint Ventures" — “Investment Entities:
Applying the Consolidation Exception” (Amendments)

These amendments clarify that the exemption in PFRS 10 from presenting consolidated financial
statements applies to a parent entity that is a subsidiary of an investment entity thai measures all
of its subsidiaries at fair value and that only a subsidiary of an investment entity that is not an
investment entity itself and that provides support services to the investment entity parent is
consalidated. The amendments also aliow an investor {that is not an investment entity and has an
investment entity associate or joint venture), when applying the equity method, fo retain the fair
vaiue measurement applied by the investment entity associate or joint venture to its interests in
subsidiaries. These amendments are effective for annuai periods beginning on or after January 1,
2016. These amendments are not applicable to the Company since the Company is not an
investment entity nor does it have investment entity associates.

* Annual Improvements to PFRSs (2012-2014 cycle)

The Annuai Improvements to PFRSs (2012-2014 cycle) are effective for annual periods beginping
on or after January 1, 2016 and do not have a material impact on the Company. They include:

* PFRS8 §, “Non-current Assets Held for Sale and Discontinued Operations - Changes in
Methads of Disposal”

The amendment is applied prospectively and clarifies that changing from a disposai through
sale to a disposal through distribution to owners and vice-versa should not be considered to
be a new plan of disposal, rather it is a continuation of the original plan. There is, therefore,
no interruption of the application of the requirements in PFRS 5. The amendment also
clarifies that changing the disposal method does not change the date of classification.

* PFRS7, *Financial Instruments: Disclosures - Servicing Contracts”

PFRS 7 requires an entity to provide disclosures for any cortinuing involvernent in a
transferred asset that is derecognized in its entirety. The amendment clarifies that a servicing
contract that includes a fee can constitute continting involvement in a financial asset. An
entity must assess the nature of the fee and arrangement against the guidance for continuing
involvement in PFRS 7 in order to assess whether the disclosures are reguired. The
amendment is to be applied such that the assessment of which servicing contracts constitute
continuing involvement will need to be done retrospectively. However, comparative
disclosures are not required to be provided for any period beginning before the annual period
in which the entity first applies the amendments.

*  PFRS8 7, “Applicability of the Amendments to PFRS 7 to Condensed Interim Financial
Statements™ (Amendments)

This amendment is applied retrospectively and clarifies that the disclosures on offsetting of
financial assets and financial liabilities are not required in the condensed interim financial
report unless they provide a significant update to the information reported in the most recent
annual report.

= PAS 19, *Employee Benefits - Regional Market lssue Regarding Discount Rate”
This amendment is applied prospectively and clarifies that market depth of high quality
corporate bonds is assessed based on the currency in which the obligation is dencminated,

rather than the country where the obligation is focated. When there is no deep market for high
quality corporate bonds in that currency, government bond rates must be used.

SEC Form 17-Q 12



* PAS 34, “Interim Financial Reporting - Disclosure of Information ‘Elsewhere in the Interim
Financial Report”

The amendment is applied retrospectively and clarifies that the required interim disclosures
must either be in the interim financial statements or incorporated by cross-reference between
the interim financial statements and wherever they are included within the greater interim
financial report (e.g., in the management cemmentary of risk report).

Effective in 2018
=  PFRS 8, "Financiad instruments"”

In July 2014, the final version of PFRS 8 was issued, PFRS 8 reflects all phases of the financial
instruments project and replaces PAS 39 and all previous versions of PFRS 9. The standard
introduces new requirements for classification and measurement, impairment, and hedge
accounting. PFRS 9 is effective for annual periods beginning on or after January 1, 2018, with
early application permitied. Retrospective appiication is required, but comparative information is
not compulsory. Early application of previous versions of PFRS 9 is permitted if the date of initial
application is before February 1, 2015.

The adoption of PFRS 9 (2014 version} will have an effect on the classification and measurement
of the Group's financial assets but will have no impact on the classification and measurement of
the Group’s financial liabilities. The adoption of the other phases of the project is not expected fo
have any significant impact on the Company's consofidated financial statements. The Company is
currently assessing the impact of adopting this standard.

The following new standard and amendments issued by the IASB has not yet been adopted
by the FRSC.

* International Financial Reporting Standards (IFRS) 15, "Revenue from Contracts with Customers”

IFRS 15 was issued in May 2014 and establishes a new five-step model that will apply to revenue
arising from contracts with customers. Under IFRS 15, revenue is recognized at an amount that
reflects the consideration fo which an entity expects to be entitled to in exchange for transferring
goods or services to a customer. The principles in IFRS 15 provide a more structured approach to
measuring and recognizing revenue. The new revenue standard is applicable to all entities and
will supersede all current revenue recognition requirements under IFRS. Either a full or modified
retrospective application is required for annual periods beginning on or after January 1, 2017, with
early adoption permitted.

» |IFRS 18, “Leases”

IFRS 16 was issued in January 2016. Under the new standard, lessees will no tonger classify
their leases as either operating or finance leases in aceordance with PAS 17. Rather, ieases will
apply the single-asset model, wherein lessees will recognize the assets and the related liabilities
for most leases in their balance sheets and, subsequently, will depreciate the lease assets and
recognize interest on the lease liabilities in their profit or loss. The new standard is effective for
annual periods beginning on or after January 1, 2019, with early adoption permitted.

The Company is currently assessing the impact of IFRS 15 and IFRS 16 and plans to adopt the
new and amended standards on their required effective dates once adopted locaily.

2. Seasonality Aspects of the Business
Like any other Company in the consiruction indusiry, the operations of HPI are affecied by

seasonality. Normally, during the months starting December to May, demand for cement is greater
than the rainy months from June to November.
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3. Financial Risk Management Objectives and Policies

Generzal Risk Management Approach

The Company is exposed to various financial risks, which include the effect of changes in debt
structure, equity market prices, foreign currency exchange rates and interest rates. The Company’s
overall risk management pragram focuses on the unpredictability of financial markets and seeks to
minimize potential and adverse effects on the financial performance of the Company. The Company
uses derivative instruments such as cross-currency swaps to hedge the interest and fareign exchange
risks from its foreign currency-denominated debt. The Company does not enter into other derivative or
financial transactions which are unrelated to its operating business as a risk-averse approach is
pursued.

Financial risk management of the Company is governed by policies approved by management. i
provides principles for overall risk management, as well as policies covering specific risk areas such
as interest rate risk, foreign exchange risk, counterparty risk, and use of derivative financial
Instruments and investing assets in excess of fiquidity requirements.

The Company’s principal financial instruments, other than derivatives, consist of cash and cash
equivalents, notes payable. The main purpose of these financial instruments s to raise funds for the
Company's cperations. The Company also has various other financial assets and lisbilities such as
trade and other receivables, advances to employees, guarantee deposits, restricted cash, trade and
other payables and advances from customers which arise directly from operations.

The main risks arising from the Company's financial instruments are market risks (which include
foreign currency risk and interest rate risk), credit risk and liquidity risk. The Board of Directors (BOD)
reviews and approves the policies for managing each of these risks and they are summarized below.

Market Risks

The Company is exposed to market risks, such as foreign currency, interest rate and equity price
risks. To manage volatility relating to these exposures, the Company enters into derivative financial
instruments, when necessary. The Company's cbjective is to reduce, where appropriate, fiuctuations
in earnings and cash flows associated with changes in foreign currency, interest rate and equity price,

Foreign Currency Risks

Fareign currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates.

The Company has foreign-exchange exposures, arising primarily from sales, purchases of goods and
services and debt servicing requirements in currencies other than the Peso that leads to currency
translation effects. The Company may hedge certain fareign currency-denominated borrowings or
other instruments by entering into derivative transactions.

Due to the local nature of the cement business, fransaction risk is limited. However, income may
primarily be in local currency whereas debt servicing and significant amount of capital expenditures
may be in foreign currencies. As a consequence thersof, the Company may enter into derivative
contracts whenever necessary, which may be designated either as cash flow hedges or fair value
hedges, as appropriate.

As of June 30, 2016, the Company has minimal assets and lizbiiities exposed to foreign currency
risks.

Interest Rate Risk
Interest rate risk is the risk that future cash flows from a financial instrument (cash flow interest rate

risk) or its fair value (fair value interest rate risk) will fluctuate because of changes in market interest
rates.
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The Company is exposed to fluctuations in financing costs and market value mavements of its debt
portfolio related to changes in market interest rates. The Company's interest rate exposura js mainly
addressed through the steering of the fixed/floating ratic of net debt. To manage this mix, the
Company may enter into derivative transactions, as appropriate. As of June 30, 2016, the Company
has minimal inancial instruments that are exposed to interest rate risk,

Credif Risk

Credit risk is the risk that counterparties may not be able to settle their obligations as agreed. To
manage this risk, the Company periodically assesses the financiat reliability of customers.

The Company constantly monitors its credit risk exposures. Counterpariies to financial instruments
consist of a large number of major financial institutions. The Company does not expect any
counterparties to fail to meet their obligations, given their high credit ratings, which are normally
covered by security in the form of cash bonds, bank undertaking and letters of credit. in addition, the
Company has no significant concentration of credit risk with any single counterparty or group of
counterparties,

The maximum and minimum exposure to credit risk is represented by the carrying amount of each
financial asset.

The Company trades cnly with recognized, credit-worthy third parties. It is the Company’s policy that
all third party customers who wish to trade on credit terms are subject to credit verification
procedures. In addition, receivable balances are monitored on an ongoing basis to reduce the
Company's exposure o bad debts to minimal.

With respect to credif risk arising from the other financial assets of the Company, which consist of due
from related parties, advances o employees, AFS financial assets, and guarantee and refundable
deposits, the Company's exposures arise from default of the counterparty, with a maxirmum exposure
equal to the carrying amount of these instruments.

Liguidity Risk

Liguidity risk is the risk that the Company will encounter difficulty in raising funds to meet its
contractual obligations and commitments. The seasonality of revenue generation exposes the
Company to shortage of funds during stack seascn. The Company monitors this risk using a recurring
liquidity pianning tool. This tool considers the maturity of both its financial assets and projected cash
flows from operations. The Company's objective is to maintain a balance between continuity of
funding and flexibility through the use of bank credit facilities, finance leases and purchase contracts.
It is responsible for its own cash surpluses and the raising of loans to cover cash deficits, subject to
policies and guidelines approved by management and in certain cases at the BOD leve!.

The Company maintains sufficient reserves of cash and cash equivalents, which are short-term in
nature, unused credit lines and readily available marketable securities to meet its liquidity
requirernents at all imes. In addition, the strong credit worthiness of the Company allows it to make
efficient use of the financial markets for financing purposes. As of June 30, 2016, the Company has
unutilized credit facilities of B 11.81 billion.

Capital Management Policy

The Company considers equity attributable o the equity holders of the Parent Company as its capital.
The Company’s objectives when managing capital are to secure the Company's ongoing financial
needs to continue as a going concern as well as to cater for ils growth targeis in order to provide
returns to shareholders and benefits for other stakeholders and to maintain a cost-efficient and risk-
optimized capitai structure.

The Company manages the capital struciure and makes adjustments to it in light of the changes in
economic conditions, its business activities, investment and expansion program and the risk
characteristics of the underlying assets. In order to maintain or adjust the capital structure, the
Company may adjust the amount of dividends paid to shareholders, return capital to shareholders,
issue new shares, or sell assets to reduce debt.
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The Company monitors capital, among others, on the basis of gearing ratio.
4. Financial Assets and Liabilities

Fair Va|ue of Financial Instruments

The estimated fair value of each class of the Company’s financial instruments is equal to their carrying
amount as at June 30, 2016 and December 31, 2015, The follawing methods and assumptions are
used to estimate the fair value of each class of financial instrument for which it is practicable fo
estimate such value:

Cash and Cash Equivalents, Trade and Other Receivables, Advances to Employess, Reslricted
Cash, Long-term Financial Receivable, Notes Payable and Trade and Other Payables. Due to the
short-term nature of the {ransactions, the fair values of these instruments approximate the
corresponiding carrying values as of end of each reporting period.

AF8 Financial Assets. The fair values of publicly traded instruments are determined by reference to
quoted market prices as at the end of each reporting period. Investments in unquoted equity securities
for which no reliable basis for fair value measurement is avaitable are carried at cost, net of any
impairment in vaiue.

Guaraniee Deposits. These are carried at cost, less any impairment in vaiue, which approximate their
fair values calculated using the discounted cash flows method.

Fair Value Hierarchy

Below are the list of financiai assets and fiabilities carried at fair value that are classified using a fair
value hierarchy as at June 30, 2016 and December 31, 2015:

June 30, 2016 December 31, 2015
Level 1" Level2®  Total Levei 1" Level 2@ Total

AFS financial assets -
Quoted equity securities #1176 - B176 E176 - R176
" Fair value is determined using observable market inputs that reflect quoted prices in active
markets for identical assets or liabilities.
 Fair value is determined using inputs other than quoted prices that are sither directly or
indirectly observable for the assets or liabilities.

5. Segment Reporting

Operating segments are components of the Company that engage in business activities from
which they may earn revenues and incur expenses (including revenues and expenses relating fo
transactions with other components of the Company), which operating results are regularly
reviewed by the chief operating decision maker* to make decisions about how resources are o be
aflocated to each of the segments and to assess their performances, and for which discrete
financial information is available. Management reassesses on an annual basis whether there
have been any change in the operating segments or in the repartable operating segments in
accordance with PFRS 8, "Cperating Segmenis”.

For managemenit purposes, the Company is organized into activities based on their products and
has three segments, as follows:
= clinker and cement segment, which manufactures and sells clinker and cement for both

domestic and export customers; and
= Other construction materials and services segment, which includes operations from the RMX
business, Helps-U-Build and aggregates trading.

" Chief operating deciston maker is composed of the Company’s management commitiee
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Management monitors the operating results of its business segments for the purpase of making
decisions about resource aflocation and performance assessment. Segment performance is
based on operating EBITDA and is measured consistently with consolidated net income in the
consclidated statements of income. However, the Company's finance incorme and charges and
income taxes are managed on a group basis, and are not aliocated to operating segments,
Transfer prices between operating segments are on an arm’s tength basis similar to transactions
with third parties.

Segment revenues, EBITDA, assets and liabilities as at June 30, 2016 and 2015 are presented below:;

2016

Adjustments

Cfinker and and
cement Others Total eliminations Consclidated

{in Thousands)
Revenug:
External customers R19,700,133 P1,128,578 220,829,711 B- B20,829,711
inter-segment 527,898 19,856 547,854 (547,854} -
R20,228,031 B1,149,534 B21,377,565 {P547,854) B20,829,711
Operating EBITDA R6,163,289 161,184 6,324,473  (R582,183) R5,742,290
Segment assets 26,587,559 10,196,054 36,783,613 908,220 37,691,833
Segment liabilifies 7,552,925 7,279,203 14,832,128 (159,404) 14,672,724
2015

Adjustments

Clinker and and
cement Others Totai  eliminations Consolidated

{in Thousands)
Revenue:

External customers B17,351,649 R643,628 [R17.994,277 P- B17,994 277
Inter-segment 358,644 266 358,810 (358,910} -
B17,710,293 F643 894 18,354,187  (R358,810) B1i7,995277
Operating EBITDA P4,823,746 {(#22,327) B4,801,425 . 4 801,425
Segment assets 26,962,590 862,748 27,825,338 5,348,268 33,173,607
Segment liabilities 11,026,985 345,522 11,372,507 1,971,283 13,343,790

6. Refained Earnings

The BOD declared cash dividend in the -amount of Php0.87 per common share (or a total of
Phpb.6 billion) on May 18, 2018, to all stockholders of record as of June 18, 2018. The dividend
is payable on cr before July 6, 2016.

Interim Disclosures

The Company is not aware of the following or is not applicable to the Company's interim operations:

1.

Unusual items that materially affect the Company's consolidated assets, liabifities, equity, net
income or cash flows because of their nature, size or incidents.

Changes in estimates of amounts reported in prior financial years that have a material effect in
the current period.

fssuances and repurchases of equily securities.

Material changes in contingent liabilities or contingent assets since the last annual balance sheet
date.

Existence of material contingencies and other events of transactions that are material o an
understanding of the current interim period.

SEC Form 17-Q 17



8. Known trends, demands, commitments, events and uncertainties that will result in or likely o
decrease its liquidity in any material way. The Company does not anticipate having within the
next twelve (12) months any cash flow or liquidity problems nor does it anticipate any default or
breach of any of its existing notes, loans, leases, other indebtedness or financing arrangements
requiring it {o make payments.

7. Events that will trigger direct or contingent material financial obligations to the Company.

8. Material off-balance sheet transactions, arrangements, obligations (direct or contingent), and
other relationships of the Company with unconsclidated entities or other persons created during
the year.

9. Material commitments for capital expenditures.

10. Known trends, events of uncertainties that have had or that are reasonably expected to have a
material favorable impact on net sales/revenues/income from continuing operations.

11. Significant elements of income or loss that did not arise from the Company's continuing
operations.

12. Material events subsequent o end of the reporting period that have not been reflected in this
report.

13. Material changes in the composition of the Company, including any business combination,
acquisition or disposai of subsidiaries and long-term investments, restructurings and discontinuing
operations.

14. Any seasonal aspect that had a material effect on the financial condition or resuits of operation,

Material Changes in Balance Sheet Accounts

102% increase in Cash and cash equivalents
Mainly due to higher cash generated from operations.

17% increase in Trade and other receivables - net
Primarily due to higher revenues in June 2016 as compared to December 2015.

77% increase in Other current assets
Mainly due to increase in advance payments to suppliers and deferred expenses.

13% decrease in Intangibles - net
Due to amortization recognized for the period.

100% decrease in Notes payable
Aftributable to fuli payment made by the Company for a third party bank loan.

15% increase in Trade and other pavables
Primarily due to increased ievel of operations.

100% increase in Dividends payabie
Pertains to the cash dividend declared during the period payable in July 2018.

55% decrease in Deferred tax liabifities

Mainly attributable to the collection of foreign currency-denominated receivable resulting to realization
of unrealized foreign exchange gain, and amortization of deferred tax on revalued property.

31% decrease in Provisions
Mainly due to transfer of site restoration provisions as part of the HMDC deconsalidation in 2015.

20% decrease in Other reserves
Due to accrual of share-based remuneration for the period.
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19% decreass in Retained earnings
Mainly due to dividends declared for the period.

19% decrease in Minority inferest
Due to dividends declared for the period.

Material Changes in lncome Statement Accounts

16% increase in Net sales
Mainly driven by higher volume seld brought about by strong demand and higher selling price.

16% increase in Cost of sales
Due to higher volume sold, higher usage of imported clinker and cement and higher production costs.

218% Increase in Net financial expense
Mainly due to higher unrealized foreign exchange losses recognized for the period.

29% decrease in Other income

The difference mainly pertains to the net of one-time gain realized by the Company on sale of
internally develaped intellectual property ta an associated company in 2015 and share of income in an
associate in 20186,

21% increase in Provision for current income tax
Due to higher taxable income for the period.

101% decrease in Provision for deferred income tax
Due to transfer of site restoration provisions as part of the HOMC deconsolidation and recognition of
undistributed eamings.

24% decreass in Nonconlroliing interest in net income
Due to lower distributable earnings.
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Holcim Phitippines, inc. and Subsidiaries
Schedule of Financial Soundnsss Indicators

For the Six (6) Months

Ended June 30
Financial KPI Definifion 2016 2015
Current/Liguidity ratio
Current Ratio current Assets 102.3% 93.7%
Current Lizhilities
Solvency ratio/Debt-to-equity ratio
. Net Financial Debt (Asset) o 0
Gearing Stockholder's Equity (20.1%) (18:4%)
Asset fo Equity Ratios
Asset to Equity Ratio/ Total Assets o 0
Equity Multiplier Stockholder's Equity 163.7% 167.3%
Interest Rate Coverage Ratfio
Inferest Rate Coverage income before Tax 426.2 times | 162,3 times
Net Interest
Profitability Ratios
Return on Assets Net Income 10.2% 8.4%
Average Total Assets e '
Retumn on Equit Net Income 15.3% 14.4%
iy Average Total Equity ’ '
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SIGNATURES

Fursuant fo the requirements of the Securities Regulation Code, the issuer has duly caused
this report to be signed on its behalf by the undersigned thereunto duly authorized.

HOLCIM PHILIPPINES, INC.

Shirtey 5. G
Tfeasurer OIC, Finance
ate: Date:
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