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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-A
ANNUAL. REPORT PURSUANT TO SECTION 17

OF THE SECURITIES REGULATION CODE AND SECTION 141
OF THE CORPORATION CODE OF THE PHILIPPINES

1. For the calendar year ended December 31, 2014

2. SEC identification Number 026126 3. BiR Tax |dentification No. 000-121-507-000

4. Exact name of issuer as specified in its charter Halcim Philippines, nc.

5. Republic of the Phifippines ] {SEC Use Only)
Province, Country or other jurisdiction of industry Classification Code:
incorporation or organization

7. 7% Floor, Two World Square, McKinley Hill, Fort Bonifacio, Taguig City 1634
Address of principal office Postal Code

8. (632) 459-3333
Issuer's telephone number, including area code

8. Not applicable

Former name, former address, and farmer fiscal year, if changed since last report.
10. Securities registered pursuant to Sections 8 and 12 of the SRC, or Sec. 4 and 8 of the RSA

Title of Each Class Number of Shares of Common Stock
Quistanding and Amount of Debt Qutstanding

Common Stock, P1 par value 6,452 099,144

11. Are any or all of these securities listed on a Stock Exchange?
Yes [X] No ]

If yes, state the name of such siock exchange and the classes of securities listed therein:

Philippine Stock Exchange, Inc. Common Shares

12. Check whether the issuer:

{a) has filed all reports required to be filed by Section 17 of the SRC and SRC Rule 17.1
thereunder or Section 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) months (or for such shorter
period that the registrant was required to file such reports);

Yes [X] No {1
(b) has been subject to such filing requirements for the past ninety (90) days.
Yes [X] No{}
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13. State the aggregate market value of the voting stock held by non-affiliates of the registrant.

Php13.789.585.508 (920.533,078 common shares @ PhP14.98 per share. the closing price at
which stock was sold on December 29, 2013)

14. Check whether the issuer has filed all documents and reports required to be filed by Section 17 of
the Code subsequent to the distribution of securities under a plan confirmed by a court or the
Commission.

Not Applicable

Yes [ ] No [ ]

DOCUMENTS INCORPORATED BY REFERENCE

15. The following documents are incorporated by reference, briefly describe them and identify the part
of SEC Farm 17-A into which the document is incorporated:

(a) Audited Consolidated Financial Statements as of December 31, 2014 and 2013 and for the
three years in the period ended December 31, 2014 - Exhibit 1

(b) Statement of Management's Responsibility for Consolidated Financial Statements as of
December 31, 2014 and 2013 and for the three years in the period ended December 31, 2014
— part of Exhibit 1

{c) Supplementary Schedules to the Audited Consolidated Financial Statements — Exhibit 2

(d) SEC Form 17-Q — Exhibit 3

{e) Legal Proceedings and Pending Legal Cases — Exhibit 4

{f} SEC Form 17-C — Exhibit 5
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PART | - BUSINESS AND GENERAL INFORMATION

ltem 1 Business

Holcim Philippines, Inc. (HPI or the “Company™), is the leading cement manufacturer in the
Philippines and a member of the Holcim Group, ene of the world's leading suppliers of cement, as
well as aggregates, concrete and construction-related services. HP! is engaged in the manufacture,
sale and distribution of cement and clinker.

The Company and its subsidiaries owns four production facilities, one cement grinding mill,
four ports, as well as multiple storage and distribution points across the country. HPI has the most
extensive sales and distribution network in the Philippine cement industry.

The consolidated operations of the four cement production facilities have fortified HPI's
premier position in the Philippine cement industry with a total installed clinker production capacity of
6.2 million metric tons per year (MTFPY) and cement production capacity of 10.2 million MTPY.

HPI was the first in the Philippine cement industry to receive 1SO 9002 certification {Quality
Management System Standards) from the International Organization for Standardization (1S0).
Additionally, all four plants are IS0 14001 certified (Environment Management System Standards)
and OH&S 18001 (Occupational Health & Safety Management) certified.

“Holeim” is one of the top selling brands and quality leaders in the Philippines.
(1) History and Business Development

HPI was incorporated in the Philippines and registered with the Philippines Securities and
Exchange Commission (SEC) on November 12, 1964 under the name Hi-Cement Corporation (HCC).

On February 8, 2000, the SEC approved the merger of HCC, Davao Union Cement
Corporation (DUCC), and Bacnotan Cement Corporation (BCC), with HCC as the surviving entity.
Simultaneously, the SEC also approved. the request for a change of corporate name from HCC to
Union Cement Corporation (UCC).

On January 11, 2001, the SEC approved the merger of Atlas Cement Marketing Corporation
(ACMC), Davao Union Marketing Corporation (DUMC) and Bacnotan Marketing Corporation {BMC)
into UCC.

On July 17, 2002, the Board of Directors of UCC approved the acquisition of 88% of the
issued and outstanding common shares of Alsons Cement Corporation (ACC) from Cemco Holdings,
inc. (Cemco). In consideration of such shares, new shares of UCC were issued to Cemco, at the
exchange ratio of one (1) UCC share for every 3.7 ACC shares owned by Cemco, thus making ACGC a
subsidiary of UCC.

Pursuant to the Securities Regulation Code (SRC) and its implementing rules and regulations,
HPI undertook a tender offer in favor of the remaining 12% non-controlling shareholders of ACC to
exchange their holdings in ACC for new shares of UCC at the same exchange ratio, with the option to
accept cash at a price of Php0.28 per ACC shares, in lieu of HPI shares. The foregoing transactions
were approved by shareholders of UCC on September 4, 2002. The Company acquired additional
ACC shares representing 0.02% equily interest in ACC affer the end of the tender offer period.

On September 19, 2002, the Board of Directors of ACC approved a resolution for the delisting
of the shares of stocks of the company from the PSE. The PSE approved the resolution for the
delisting on December 15, 2002,

On August 17, 2004, the SEC approved ACC's reverse stock split, increasing the par value of
ACC’s shares to PhP1,000 per share from PhP0.50 per share. As a result of additional purchases
from the remaining non-controlling shareholders of ACC in 2004 and the effect of the reverse stock
split, UCC equity interest in ACC increased from 98.74% to 99.6%.
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On November 30, 2004, the SEC approved the request for change in corporate name from
UCC to HPI. On January 19, 2005, the SEC also approved the change in corporate name of ACC to
Holcim Philippines Manufacturing Corp. (HPMC).

On June 30, 2008, the SEC likewise approved the merger of HPMC with its wholly-owned
subsidiary, Northern Mindanao Transport Co., Inc. (NMTC).

As of December 31, 2014, HPI is 60.55% owned by Union Cement Holdings Corporation
(UCHC), 1B.11% owned by Holderfin B.V. (Holderfin), and 7.08% owned by Cemco while the
remainder of its shares is owned by the public, HPI common shares are listed in the Philippine Stock
Exchange {PSE).

The Company’s Subsidiaries
Holcim Philippines Manufacturing Corporation (HPMC)

HPMC is a fully integrated cement manufacturer. HPMC's integrated operations cover the
manufacturing, transportation and sale of cement and construction-related products. If was
incorporated in the Philippines and registered with the SEC on February 7, 1968 under the name of
Victory Cement Corporation.

HPMC has two dry process lines in Northern Mindanao, giving HPMC a combined rated
clinker capacity of 1.8 million MTPY. Of these two, the targer 1.2 miflion MTPY line was successfully
commissioned in 1998 and started commercial operation in January 1899.

In 2004, HPMC stockholders approved the lease contract with HPI covering substantially alt
of HPMC's cement manufacturing assets. The lease contract has been extended up to December 31,

2014,

HPMC is also engaged in the production of aggregates through its wholly owned subsidiary,
Calamba Aggregates Company, Inc. (CACI). CACI, incorporated in the Philippines and registered
with the SEC on October 15, 1992, operated a 1.6 million MTPY aggregates plant in Laguna. The
company ceased operations beginning October 15, 2004, In 2008, the company started to engage in
the business of trading aggregates, mainly with related companies. This, however, was discontinued
in 2011 as a result of a change in business plan. In July 2012, CACI sold its fully-depreciated
equipment for a total consideration of Php5.4 million. In 2013, CAC! sold its parcels of land for a total
consideration of Php20 million. CACI ceased operations effective December 31, 2013. CACI's Board
of Directors and shareholders approved the shortening of CACF's corporate term to until December
31,2018. CACl is in the process of completing regulatory requirements for its eventual dissolution.

NMTC, a then wholly-owned subsidiary of HPMC, was incorporated in the Philippines and
registered with the SEC on February 4, 1972. In addition to chartering vessels, NMTC owned a fleet
of vessels that provided the sea transport requirements of HPL. On June 30, 2006, the SEC approved
the merger of NMTC and HPMC, with HPMC as the surviving company.

HPMC rents two bulk cement terminals in lloilo City and Bacolod City from its whoily-owned
subsidiary Bulkcem Philippines, inc. (BP!), a company incorporated in the Phifippines and registered
with the SEC on April 5, 1995. Operation of BPI's bulk terminal in Bacolod City was temporarily
discontinued starting 2003. In 2007, the bulk terminal in Bacolod City was soid to HPI, and was
eventually demolished in 2010. A third terminal located in Calaca, Batangas, which had been idle for
several years, was rehabilitated in 2010, 1t has resumed operations beginning January 2011. The
terminals allow HPMC to access markets outside its natural ones in Northern Mindanao.

Aisons Construction Chemicals, Inc. (ALCHEM), another subsidiary, owned cement and
mineral admixture plant in Lugait, Misamis Oriental, was incorporated in the Philippines and registered
with the SEC on December 23, 1996. The operation of ALCHEM was discontinued since July 1999,
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Holcim Mining and Development Corporation (HMDC)

Holcim Mining and Development Corporation (formerly Sulu Resources Development Corp.)
was incorporated in the Philippines and registered with the SEC on October 5, 1987. Suiu Resources
holds a Mineral Production Sharing Agreement covering certain mineral claims in Rizal. On August
21, 2008, the shareholders of Sulu Resources entered into a Share Purchase Agreement with HP| for
the sale of all their holdings in Sulu Resources.

On March 15, 2010, the SEC approved the request for change in name of Sulu Resources to
Holcim Aggregates Corporation (HAC). In 2011, the Company started to engage in the business of
trading aggregates but temporarily ceased operations effective July 31, 2012. On July 14, 2011, the
SEC approved the request for change from HAC to Holcim Mining and Development Corporation
(HMDC). The SEC approved the increase in authorized capital stock of HMDC from P250,000,000.00
to P1,065,000,000.00 on March 6, 2014.

HMDC is also engaged in the mining, processing and sale of quarry resources through its
wholly owned subsidiary, Holcim Resources Development Corporation (HRDC). HRDC was
incorporated in the Philippines and registered with the SEC on May 9, 2005. In July 2014, HMDC
acquired a new subsidiary, Lucky One Realty Ventures, inc. (LORVI) from Calumboyan Holdings, Inc.
LORVI owns a port facility and foreshore lease in Mabini, Batangas. LORVI was incorporated in the
Phitippines and registered with the SEC on June 23, 1998 and was acquired to own, use, improve,
develop, subdivide, sell, exchange, lease, and hoid for investment or otherwise, real estate of all kinds
including buildings, houses, apartments, and other structures.

Excel Concrete Logistics, Inc. (ECLI)

Excel Concrete Logistics, Inc. was incorporated and registered with the SEC on August 8, 2012.
On January 1, 2013, ECLI started its full operation servicing the distribution, transport, placing and
quality testing of concrete, cement and other similar products of the ready-mix sub-segment of HPI.

Holcim Philippines Business Services Center, Inc. (HPBSCH)
Holcim Philippines Business Services Center, Inc. was incorporated in the Philippines and
registered with the SEC on February 4, 2014. HPBSCI was set up fo engage in the business of

providing business process outsourcing and other information technology enabled services fo the
Holcim Group.

HuBB Stores and Services Inc. (HSS!)

HuBB Stores and Services Inc. was incorporated in the Philippines and registered with the SEC
on June 2, 2014. HSSI was set up to engage in the business of buying, selling and distributing
construction or building materials.

Mabini Grinding Mill Corporation (MGMC)
Mabini Grinding Mill Corporation was incorporated in the Philippines and registered with the

SEC on Septernber 29, 1999. On August 1, 2013, the rehabilitation of the MGMC's grinding station
located in Mabini, Batangas was completed and commenced operation.

Bankruptcy Proceedings

The Company is not a party to any bankruptcy, receivership or similar proceedings,

Material Reclassification, Merger, Consolidation

On January 1, 2013, the Company entered into 2 Share Purchase Agreement with Trans-Asia
Oil and Energy Development Corporation for the sale of its interest in TA Power amounting to
Php475.5 million. Proceeds from the sale were collected on January 3, 2013.
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On October 1, 2014, the Company acquired the 5,000 shares of stocks of LORV! held by
Calumboyan Holdings, Inc. for the consideration of Php917 million.

Other than the above-mentioned reclassification, merger and consolidation, the Company is
not a party to any merger or consofidation for the period ending December 31, 2014. Neither is the
Company a party to any significant purchase of assets.

{2) General Business Description

HPI1 is engaged in the manufacture, sale and distribution of cement, dry mix mortar products
and clinker. With the Company's production facilities, ports, storage and distribution terminals, sales
offices and channel partners, HPl has the most extensive sales and distribution network in the
Philippine cement industry. The Company's product quality and operational capability are geared
towards meeting the customers’ needs here and abroad.

(a) Product Lines

HPI manufactures four main cement praduct brands namely: Halcim Premium (Type 1
Portland cement), Holcim 4X (Type 1 high performance Portland cement}, Holcim Excel (Type
1P Blended cement), and Holcim WallRight (Type S Masonry cement). lts products are sold
in bags, jumbo bags and in bulk. HPI also sells to cement producers a semi-finished product
called clinker, which is sold only in bulk. Moreover, HPI is involved in the ready-mix concrete
busingss.  Furthermore, HP! also sells dry mix mortar products as follows: Halcim Tile
Adhesive, Holcim Skimcoat and Holcim Cementitious Waterproofing.

All HPI products meet Philippine National Standards (PNS) and American Society for Testing
and Materials (ASTM) product quality standards.

Below is a brief description of HPP's various products:

Holcim Premium

Holcim Premium is an ASTM Type | Portland Cement. It is used for general concrete
construction. To make Portland cement, powdered limestone, silica and iron-rich materials
are homogenized and burnt at 1500°C. The resulting material is called clinker. Portland
cement is produced by grinding clinker with a small amount of gypsum, a set retarder. When
Portland cement is mixed with water and aggregates to make concrete, the mixture is initialfy
flowable and easy to place, mold and finish. Eventually, the concrete sets, hardens and
produces a strong and durable construction material.

Holeim 4X

Holcim 4X is an ASTM C150 high performance Portland cement. It is specially formulated
for ready mix concrete applications. It has high compressive strength, high workability and is
compatible with commonly available admixtures, Supplied in bulk, Holcim 4X is mainly used
for high-rise buildings and vertical structures that require high-strength cement. 1t is ideal for
construction that requires optimized concrete mix designs and fast construction cycles. With
the high 28-day compressive strength of Holcim 4X, lower cement factor is needed resuiting
in lower construction costs. Longer sefting time results to better sfump retention and
pumpability of concrete,

Holcim Excel

Holcim Excel Cement is an ASTM Type IP Cement, which is Portland cement combined with
advanced mineral additives. it is sold mainly in 40-kg bags and used for general concrete
construction. Advanced mineral additives (including granulated blast furnace slag) are inter-
ground with Portland cement clinker and gypsum to improve the workability and early
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strength. The product is used for the same applications as the Portland cement described
above but is preferred by many customers because the additives improve its performance.

Holeim WallRight Cement

Holcim WallRight Cement is an ASTM C91 Type S Masonry Cement designed for block
laying, plastering and finishing use. It is made by inter-grinding mineral additives and an air-
entraining additive with Portland cement clinker during the finish milling operation. The
resulting cement will produce smoother, more cohesive and more cost-effective mortars and
plasters which are preferred by masons.

Clinker

Clinker is an intermediate product in cement production. it is produced by grinding and
burning a proportioned mixture of limestone, shale and silica. When clinker is further
subjected to grinding and added with gypsum, Portland cement is produced.

Read Mix Concrete

Ready mix concrete (RMX) is an engineered construction material produced by mixing
cement, admixtures, water, coarse aggregates and fine aggregates. It is produced in an RMX
batching plant under controtied conditions and delivered by transmit mixer to.a customer. A
producer can make concrete of various strength grades and performance characteristics by
adjusting the proportions of the different raw materials. The manner in which ready mix
concrete is purchased, produced and delivered is defined by ASTM €94 Standard
Specification for Ready-Mix Concrete.

Holcim Tile Adhesive

Holcim Tile Adhesive is a premium cement-based adhesive for tiles specially formulated for
thin-bed vertical and horizontal application. Hs unique formulation combined with Holcim
cement provides for a faster, sironger adhesion, with excellent non-slip properties.

Holcim Skimcoat

Holcim Skimcoat is a cementitious plaster specially designed to smoothen vertical structures
suitable for both indoor and outdoor use. Skimcoat is used for rendering and simoothening
surfaces prior to application of sealants or decorative paints.

Holcim Cementitious Waterproofing

Holcim Waterproofing is a one-component cement-based waterproofing specially formuiated
using Holcim cement, high-quality polymers and chemical admixtures to provide superior
flexible waterproofing of structures.

The following table shows the breakdown of sales revenues by product fine of the Company
for the periods indicated:

Table 1 — Revenue by Product Line

Calendar Year Calendar Year Calendar Year
Ended Ended Ended
(in Thousand Pesos) Decemher 31, 2014 December 31, 2013 December 31, 2012
Cement and F31,774,848 R28,1085,962 26,509,506
cementitious materials
Others 873,810 697,407 649,491
Total R32,648,658 R28,893,369 R27,158,997
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(b} Coniribution of Export Sales

The amounts and percentages of revenue attributable to export sales, including breakdown
per region, for the calendar years ended December 31, 2014, 2013 and 2012 are as follows:

Table 2 — Export Revenue

Calendar Year Calendar Year Calendar Year
Ended Ended Ended
{In Thousand Pesos) December 31, 2014 December 31, 2013 Pecember 31, 2012
Total Export Revenues R25,052 B45,767 R42 977
% to Toial Revenues 0.08% 0.18%

(c)

(d)

Marksting and Distribution

The Company's major domestic customers are traders, wholesalers, retailers, contractors
serving private and public projects, real-estate developers and concrete producers. Notably,
HPI has supplied a number of big commerciat and government flagship projects in the entire
couritry,

HPI has remained active in the export market over the last three years. But with increasing
domestic demand and HPI's customer base, export sales accounted for only 0.08% of total
sales volume as of December 31, 2014,

New Product
The company launched new products in 2014, i.e., Holcim Skim Coat, Holcim Tile Adhesive,

and Holcim Waterproofing, which are packed in either 20 kg. or 25 kg. packaging. These new
dry mix products are finishing essentials to produce quality walls,

{e) Competition

There are 9 cement manufacturers in the Phifippines, including: Holcim, Lafarge, Cemex,
Tatheiyo, Northern, Eagle, Pacific, Goodfound and Mabuhay. According to data from the
Cement Manufacturers Assaciation of the Philippines (CeMAP), these manufacturers operate
a total of 17 plants all over the country.

Among the local players, HP! has the widest market reach spanning the three main islands of
the country with two cement manufacturing plants in Luzon, and twe in Mindanzo. HPI also
operates cement terminals in tioilo and Batangas and a grinding plant in Mabini, Batangas, as
well as warehouses in the different geographic markets. The Company's principal method to
be competitive is to gain an in-depth understanding of customer needs and create value for
them through superior product and service offerings.

HPI's products are well regarded in the construction industry. They are used in many of the
major national infrastructure projects. The four HP! cement plants are certified to meet the
150 8002 (Quality Management), SO 14001 (Environmental Management) and OH&S 18001
{Qccupational Health and Safety Management) standards.
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(i Sources and Availability of Raw Materials and Supplies

Below is a summary of the existing mining contracts entered into by HP!I and its subsidiaries
with the Republic of the Philippines represented by the Department of Environment and
Natural Resources (DENR) allowing the Company to quarry raw materials required for
cement production.

La Union Plant

The source of boath limestone and silica materials in the provinces of La Union and
Pangasinan are coverad by approved Mineral Production Sharing Agreement (MPSA) issued
by the DENR. MPSA-238-2007-, which expires in 2032, is the plant's main source of both
high and low grade limestone and possibly pozzolan, in addition, directly north of it is a site
with limestone resource covered by approved MPSA 236-2007-1 and MPSA 043-1995-|,
which expire in 2032 and 2020 respectively.

MPSA 236-2007-1 is currently the subject of mine project feasibility determination by the
Mines and Geosciences Bureau (MGB).

Plants silica requirement is sourced from Ayungon, Negros Oriental, Antique, Panay and
Burgos, Pangasinan. For 2014, the program detailed geological assessment of the plants
approved silica covered by MPSA 042-1995- and MPSA 295-2009-f located in Agno,
Pangasinan were deferred to 2015. MPSA 042-1995-] and MPSA 295-2009-1 will expire 2020
and 2034 respectively,

Bulacan Plant

Bulacan plant's active limestone quarries are located in Norzagaray and Dofia Remedios
Trinidad, Bulacan coverad by MPSA 140-1999-Il and MPSA 027-1894-1il, the former being
the main source of limestone raw material. MPSA 140-1999-l and MPSA 027-1994-11 will
expire in 2024 and 2019 respectively.

MPSA 294-2009-Ill, the plant's recently approved mining permit which will expire in 2034 is
the subject of a detailed geological assessment to confirm the quality and quantity of the
silica, limestone and shale resources. In the meantime, silica reguirement continues to be
sourced fram the third party suppliers with permits issued by the local government of
Pangasinan, Rizal and Aklan.

A part of MPSA-298-2009-ll covering 288 hectares acquired from Teresa Marble Corporation
via a mineral area swap is also the subject of detailed geological and quality assessment for
pozzolan and shale resources. MPSA -288-2009-11 will also expire in 2034.

Davao Plant

Davao plant's limestone requirement is sourced internaily from the mineral claims owned by
the Company. The limestone deposit is covered by three mineral agreements, namely:
MPSA-080-97-X1 for limestone quarry in Bunawan, Davao City, MPSA-274-2008-XI, and
MPSA 187-2002-X1, which strengthened the Company's limestonhe resource position.

MPSA-080-97-X1 will expire in 2022 while MPSA-274-2008-X] and MPSA-187-2002-XI will
expire in 2033 and 2027, respectively.

MP3A-082-97-Xi located in flang, Davao City and where the shale requirement was sourced
is subject of final rehabilitation. Said MPSA will expire in 2022. The plant's approved silica
mineral claims covered by MPSA-079-1997-XI and MPSA-293-2009-X} are located in San
Isidre and Mati, Davao Oriental but in the process of refinquishment to the government due to
non-economic viability,
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Silica requirement of the plant is sourced from operations located at Ayungon, Negros
Oriental. Said operation is covered by MPSA 218-2005-VIl where the plant has a valid and
subsisting DENR approved operating agreement with the MPSA Holder. The MPSA will
expire in 2030,

Lugait Plant

The existing quarries of shale and limestone mineral properties of Lugait plant are covered by
the various MPSAs. Shale is found within MPSA 039-96-X located in Sitio Salimbal, Barangay
Poblacion, Lugait, Misamis Qriental, whereas limestone is extracted from the clairm under
MPSA No. 047-98-X. The latter is located in Barangay Lower Talacogon, Lugait, Misamis
Oriental and portions of Dalipuga, Higan City. MPSA 039-96-X and MPSA No. 047-96-X will
hoth expire in year 2021.

Low-alkali shale and pozzolan of suitable quality is covered by MPSA 281-2009-X iocated in
Barangay Poblacion, Lugait and Barangay Dalipuga, iligan City. Said MPSA will expire in
2034, Likewise found in considerable quantities are pozzolanic materials covered by MRD
481, which is situated within Barangays Kalangahan and Biga, L.ugait. Contract period expired
and is currently undergoing conversion to an MPSA and is denominated as APSA 141,

Placer Lease Confract denominated as PLC-V69, another major source of high quality
limestone resource and contract period of which has expired, is currently undergoing
conversion to a MPSA and denominated as APSA 140-X,

Silica requirement of the plant is sourced from the same Ayungon operations supplying La
Union and Davao Plant.

Others

HMDC is the current holder of MPSA No. 108-98 IV located at Antipolo, Rizal, with known
aggregates resources. The MPSA will expire in 2022.

Energy Reaguirement

Being an energy-intensive process, cement production requires a reliable and competitively
priced power supply for uninterrupted and cost-effective production.

The Bulacan plant’s peak demand is currently at 35 megawatts (“MW™) while La Union plant's
peak demand is currently at 15 MW. On August 12, 2011, a 15-year ESA was signed with TA
Oil on for the supply of both Bulacan Line 2 and La Union plants commencing on 2014. |n the
new ESA, electricity supply will be coming from the 135 MW Puting Bato coalfired power
plant in Calaca, Batangas owned by South Luzon Thermal Energy Corporation, a joint
veniure company of TA Oil and Ayala's AC Energy Holdings. Included in the agreement is
the provision of back-up supply from the Diesel Power Plants in Bulacan (TA Power} and in
Bacnotan (CIP/TA Qil). In essence, power supply for the Company’'s Bulacan and La Union
Plants is assured over a long-term period notwithstanding the uncertainties of how the Luzon
grid supply situation will move. Electricity fee is structured according to TOU rate with
provisions to rate increases based on fuel purchased for the power plant.

The Davao plant's total power requirement is 22 MW. The plant primarily sourced its
electricity from the National Power Corporation (NPC) through the Mindanao Grid which
generates a substantial portion of its power through hydroelectric power plants. Effective
September 26, 2013, Davao plant became a “captive customer’ of Davao Light and Power
Company, the Distribution Utility (DU) which holds the franchise for power distribution in the
area pursuant to Energy Regulatory Cormmission Resolution No. 27, Series of 2010.

The Lugait plant's total power requirement is 33 MW for both lines or 27 MW with Line 2 only.
After the expiration of the Power Supply Agreement with NPC on December- 25, 2012,
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Misamis | Oriental Electric Cooperative (Moresco |1} took over as the power supplier of Lugait
plant pursuant to Energy Regulatory Commission Resolution No. 27, Series of 2010.

Since grid supply in Mindanao is currently deficient until new power plants come on-line in
2015-2016, back-up power supply from private generatars for Davao and Lugait has been put
in place to augment power supply during curtailment periods.

Mabini Grinding plant, being a "Contestable Customer" signed & 10-year Power Supply
Agreement with TA Oil which started last June 26, 2014,

Coal and Fuel Requirernents

HP!I uses coal for heating the Company's kiins in La Union, Bulacan, Davao and Lugait.

HPI's Indonesian coal requirements are currently covered by one-year supply contracts which
took effect fast 01 July 2014. These contracts form part of the Asia Pacific {APAC) volume
pooling strategy of the Regional Category Management Team in which HPI is an active
member. The said strategy helped APAC opcos to leverage in both product and freight
resulting in more competitive rates. Spot purchases shall remain as an option fo have a
healthy balance of supply reliability and market competitive prices.

For local coal requirements, the company’s five year contract with Semirara expired last
December 31, 2014. Negotiations were just concluded for a one-year fixed price contract with
Semirara.

The Company also has a five-year supply contract with Petron Corporation, effective July 1,
2010 to June 30, 2015, to cover its bunker and diesel fuel requirements.

The Company has not experienced any disruption in its solid and liquid fuel supply.
{g} Dependence on a Single or a Few Custorners

The Company employs a muiti-level distribution strategy in serving the market, This covers
wholesaler and retailer intermediaries, traders, ready mix companies, concrete products
manufacturers, international and local confractors, and real-estate developers. At the same
time, HPI supports numerous farge and medium scale government infrastructure projects.
The aim is for the business not to be dependent on a single or a few customers but rather
achieve a well-balanced customer portfolio. The loss of one or more customers will have no
material adverse effect on the Company and its subsidiaries taken as a whole.

(h} Related Party Transactions

Please see Note 25 — Related Party Transactions to the Consolidated Financial Statements
for details.

(7} Trademarks, Licenses, Concessions, Labor Contracts
HPI holds several mining claims under various MPSAs that grant to the Company exclusive
rights to the exploration, development, and commercial utilization of certain limestone, shale
and other mineral deposits existing within contracted areas on the basis of an agreed
revenue-sharing arrangement with the government.
To augment the present quarry deposits, the Company has filed with the DENR mineral
product sharing applications for limestone, shale and silica quarries strategically located near
its plants, which are discussed in detail under No. (2) (f) of this report.
On labor contracts, please see discussion on employees under ltem m.

The Company does not own any patent, trademark, copyright, franchise and concessions.
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(i} Governmental Approval of Principal Products

The Bureau of Product Standards (BPS) granted HPI| the license to use the Philippine
Standard Quality Certification Mark for its principal products. The license took effect from the
date of issue and continues to be in full force unless otherwise revoked or cancelied by the

BPS.

All other necessary licenses and permits required for the continuous production and sale of
HP!1 products have been secured by the Company, including licenses that have fo be renewed
on a periodic basis.

(k) Research and Development

‘The Company is engaged in research and development for improving the production process
used in its plants and for improving the quality and strength of its products. The Company
spent a total of R73.28 million research and development costs for the last three (3) years as

follows:
Table 3 — Research and Development Costs

Amount | Percentage
To
Period Covered (‘000 Pesos}| Revenues
CY ended December 31, 2014 R29,023 0.08%
CY ended December 31, 2013 23,894 0.08%
CY ended December 31, 2012 20,367 0.07%
Total B73,284

() Costs and Effects of Compliance with Environmental Laws

In support of Holcim Group initiatives on Sustainable Environmental Performance, MP! is
committed to comply with environmental regulations both locally and internationally.

Cement dust emission is targeted at lower emission levels as compared to Philippine Clean
Air Act dust emission limit of 150 mg/ Nm3. The Company maintains and operates modern
electrostatic precipitators, bag houses, multi-cyclone and bag fiters to mitigate dust
emissions. With these modern dust control systems in place, HPI's cement plants keep dust
emission levels to below the prescribed government standards.

The installation and operation of the Continuous Emission Moanitoring System (CEMS) in all
four plants ensures real time monitoring of the overall performance of the plants. information
provided by this state-of-the-art system which includes monitoring of NOx and SQ2 emissions
confirms that all HPI plants are compfiant with the existing government standards.

The Company engages a third party service provider, accredited by the EMB, to conduct
periodic source emission testing for dust, gaseous emissions, heavy metals and Dioxin/Furan
(BF). In addition, Relative Accuracy Test Audit (RATA) and Cylinder Gas Audit (CGA) are
regularly conducted to ensure data reliability of the installed CEMS.

Quarry areas utilized by the Company undergo progressive rehabilitation activities as an
integral component of the Annuai Enviranmental Protection and Enhancement Program
(AEPEP). As the first Philippine company to have a DENR-approved Final Mine Rehabilitation
and Decommissioning Plan, all plants are comphiant not only with the local regulations but
also with Holcim Group directives. HPI's progressive rehabilitation plans are not limited to
active quarry areas; the plan also includes degraded areas covered by MPSA.

The Company also complies with the DENR regulations on environmental funding. Each plant
has established depository accounts called Mine Rehabilitation Funds; maintained in twa
forms namely Rehabilitation Cash Fund (RCF) and Monitoring Trust Fund (MTF). The RCF is
at least BS million earmarked for rehabilitation pregrams approved by the DENR; while the
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MTF is at least B150,000 to serve as the quarterly operating budget for the muiti-partite
monitoring team,

With HPI's emission monitoring system, quarry rehabilitation plans, and strict compliance to
the reportorial requirement on actual performance validated by regular quarterly monitoring by
multi-stakeholders and government audit, HP! is continuously in compliance with Philippine
regulations.

{m) Employees

As of December 31, 2014, HPI and subsidiaries have a total of 1,813 officers and reguiar
employees broken down as follows:

Table 4 — Officers and Employees

Location HPI Subsidiaries TOTAL
Head Office* 382 181 563
Bulacan Plant 284 : 284
La Union Plant 238 236
Davao Plant 265 265
Lugait Plant 258 163 421
Calumpit 44 44
Total 1,469 344 1,813

* includes ECLL, HPBSCI, Calaca, RMX and Mabini plants

The Company does not expect a significant increase in the number of employees in the next
twelve (12) months.

HPI cement plant employees are unionized and all labor unions have a Collective Bargaining
Agreement (CBA) signed with the Company. The rank and file empioyees of HPI's bag plant
and subsidiary ECLI have also organized their respective unions. The Company maintains a
positive relationship with its workers by implementing policies that are fully cognizant of the
workers’ rights and needs through open communication and adherence to agreed grievance
procedures.

The foliowing table shows the respective labor unions of HPI and subsidiaries plant workers
and the expiry dates of their respective CBAs:

Table 5 —~ Labor Unions

L.ocation of Cement Plant Labor Union CBA Expiry Date

Norzagaray, Bulacan Holcim Philippines Employees
Association (HPEA formerly Hi December 31, 2015
Cement Worker's Union)
UCC Bulacan Supervisory February 28, 2019
Employees Union

Bacnotan, La Union La Union Cement Workers Union March 31, 2017
Holcim La Union Supervisory December 31, 2018

Employees Union

Davao City Davao Holcim Employees Workers [March 31, 2015

Union (DAHEWU formerly Southern
Phil. Federation of Labor)

Holcim Davao Supervisory March 31, 2015
Independent Union
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Lugait, Misamis Oriental Union {(HOLELU, All Workers Trade

Holcim Lugait Employees Labor February 18, 2015
Union All AWATU)

Holcim Lugait Supervisors December 31, 2018
Independent Urton

Calumpit, Bulacan Holcim Paper Bag Plant Employees |[December 31, 2018

Association — FFW Chapter

Quezon City Excel Concrete Logistics, March 31, 2018

Incorporated Workers Union —
National Union of Building and
Construction Workers

{n) Risk Factor

Political and Economic Factors

The Company and its subsidiaries are primarily engaged in the manufacture of clinker and
cement in the Philippines. Generally, cement sales are highly dependent on general
economic and political conditions in the couniry.

One of the principal factors that may materially affect financial performance is the level of
construction activity in the public and private sectors. Public sector construction activity has
always been a significant part of cement demand. However, government spending on
construction-related activities (e.g., infrastructure and housing) is dependent on various
factors: budgetary constraints, political considerations and the stage of economic
development in the country.

On the other hand, private sector spending is primarily driven by investors’ confidence in the
country, which in turn, is dependent on the country's economic and political conditions. Any
perceived political instability or lower than expected economic growth could have an adverse
effect on the Company's financial performance.

Availability of Stable Power Supply

As cement manufacturing is an energy-intensive process, adequacy of power is vital for HPI's
continuous operations. Curtailment of power supply will materially affect the operation of HP|
plants.

L.a Union and Bulacan plants source their total power requirements from the Luzon Grid. An
assessment of the Luzon market indicates that there will be adequate supply in the area until
2014 assuming all power plants are operating at their capabilities and committed capacity
additions are realized. The Company signed 15-year Energy Supply Agreaement on August
12, 2011 with TA Qil for both plants starting 2014. The newly commissioned CIP Diesel
Power Plant owned by TA Ofl will provide back-up to La Union pfant in case of grid failures,
the arrangement of which was structured after that of Bulacan’s,

Davao and Lugait plants’ power requirements are now supplied by the Distribution Utility of
their respective franchise area pursuant to Energy Regulatory Commission Resolution No. 27,
Series of 2010. Mindanao's supply mostly comes from hydro-glectric power plants comprising
approximately 55% of the total generation capability. With the increasing demand and
dwindling hydropower generation capacity, power curtailment is expected to persist untif the
completion and operations of various coal-fired power plants starting 2015. The shift from
hydropower to coal fired power plants to cover baseload requirements is expected to
generally result in an increase in electricity cost. For its current needs, the Company has
entered into contingency arrangements with private generators to provide back-up power in
case of forced power curtailment.
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To address the critical power situation in Mindanao, the government, through the DOE in
September 2013, launched the Interim Mindanao Electricity Market (IMEM). It was expected
to be the venue for a transparent and efficient utilization of all available capacities in
Mindanao Grid. The structure is very simitar to WESM in Luzon and Visayas.

The Company is currently evaluating all available options towards a reliable and sustainable
power supply portfolic for its Mindanao plants.

Compliance with Financial Covenants

The Company’s long-term loan agreements, if any, provide cerfain restrictions and
requirements with respect to, among others, maintenance of financial ratios, incurrence of
new long-term debt, investment in any corporation or person, material changes in character of
the Company's business, materiai change in ownership or controf of the Company, disposal
of assets and properties, and merger or consolidation with other parties without prior
creditors’ consent.

HPI was in compliance with all the financial ratios requirement of its foan covenants as of
December 31, 2011. .As of December 31, 2014 and 2013, the Company has no outstanding
long-term loans.

Dependence on Key Facilities

Substantially all of HPI's income has been, and will be derived from the sale of products
manufaciured at its production facilities in Luzon and Mindanao. Any prolonged breakdown of,
or significant damage to, the Company's production facilities or quarries could have an
adverse effect on the results of its operations. HP! maintains comprehensive property and
casualty insurance policies covering its production facilities and key assets under an industrial
All-Risk policy. However, there can be no assurance that the proceeds from HPI’s insurance
claims would be sufficient to compensate the Company for all the effects of possible loss
and/or damage. Notwithstanding that, the Company has appropriate processes and measures
in place to further mitigate the risk of any possible loss or damage.

impact of the Exchange Rate Fluctuations

The Philippine Peso was generally stable during the year. From the exchange rate of R44.40
against the US Dollar as of December 31, 2013, it closed at P44.72 as of December 31, 2014,
The depreciation of the peso increases cost of production inputs such as imported fuel and
supplies but may result to an increase in the peso value of its export revenues. Conversely, a
significant appreciation of the peso will reduce production costs but will also reduce revenues
from export sales.

Environmental and Requlatory Matters

Cement manufacturing invoives quarrying activities, heavy use of fossil fuel {coal and bunker
fuel} and electric power, and emission of dust in the atmosphere, factors that may adversely
affect the environment.

HPI conforms with rules and regulations defined under the following: The Philippine EIS
System (PD 1586), The Philippine Mining Act of 1995 (RA 7942), The Philippine Clean Air Act
1999 (RA 8749), Philippine Clean water Act of 2004 (RA 9275), Ecological Solid Waste
Management Act of 2000 (RA 9003), and Toxic Substances & Hazardous & Nuclear Waste
Control Act of 1980 (RA 8969). Other Applicable Laws & Regulations are also identified in the
Company’s Integrated Management System Manual,

In a group-wide program, the Company decided fo reduce dust emissions below the
prescribed 150 mg/ Nm3 level that the government allows cement plants to emit under the
Philippine Clean Air Act (RA 8749). The Company maintains and operates modern
electrostatic precipitators, bag houses, multi-cyclone and bag filters for mitigating the dust
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coming from its plants’ pre-heater towers, kilns and cement mill grinding systems. With these
modern dust control systems in place, HPI's cement plants kept dust emission levels below
the prescribed government standard. Moreover in 2003, the Company installed a state-of-
the-art Continuous Emission Monitoring System (CEMS) in all its four plants. The system
provides aff information required to measure the Company’s overall environmental
performance and has confirmed that HPI's plants are compliant with the existing government
standards.

Based on the assessment made on the existing facilities, the Company believes it complies
with the provisions of the Clean Air Act and its implementing rules and regulations.

Under the Philippine Environmental Impact Assessment law, quarrying — a major activity of
cement manufacturing - is classified as an Environmentally Critical Project. As such, it is
subject-to all applicable local environmental regulations. This includes the environmental
impact assessments and the consequent environmental management pragrams mandated
under the Philippine Clean Air Act, the Environmental Compliance Certificate {ECC), and the
complementary environmental provisions of the Mining Acts implementing rules and
regulations. The status of compliance on the conditions stated in the ECC is regularly
reporied to DENR through the submission of Self-Monitoring Reports (SMR), Compliance
Monitoring Reports (CMR), and Compliance Menitoring and Verification Reports (CMVR).

For 2014, HPV's four plants and the grinding station continued to be recognized by the
refevant national government agencies for its environmentat programs and natural resource
stewardship. HPI La Union Plant bagged the highest award — the Presidential Mineral
industry Environmental Award (PMIEA) for the Quarry Category. The award is given fo the
company with the best overall program for quarry rehabilitation, environmental protection,
safe operations and social and community development. Davao won a Platinum Award, the
second highest recognition after the PMIEA.

Lugait was also recognized with the Best Mining Forest Program in the Quarry Category, with
Bulacan as runner-up. Of equal importance is the DENR and EMB Track 1 Seal of Approval
under the DENR's Philippine Environmental Partnership Program conferred to La Union and
Davao Plants in 2011; and to Bulacan and Lugait in 2012. These seals of approval recognize
the Company for its proven record of superior environmental performance and going beyand
regulatory compliance.

Executive Order (EQ) 79

On July 6, 2012, the Philippine Government issued EO 79, Institutionalizing and Implementing

Reforms in the Philippine Mining Sector. Providing Policies and Guidelines to Ensure

Environmental Protection and Responsible Mining in the Utilization of Mineral Resources also

known as the Revised Mining Act, EQ 79 provides for the following, among others:

» restriction of applications of mineral contracts an agreements in critical areas and pending
new legislation;

* review of performance of existing mining operation and cleansing of fion-moving mining
rights holders;

* review of existing mining contracts and agreements for possible renegotiation of terms
and conditions;

* establishment of mineral reservations and opening areas of mining through competitive
public bidding,;

= disposition of abandoned ores and valuable metals in mine wastes and mill tailings; and,
creation of the Mining Industry Coordinating Council with powers and functions granted by
this EO.

On October 8, 2012, the DENR published Administrative Qrder No. 2012-07-A containing
guidance for the implementation of EQ 79.

SECForm 17-A CY2014 16
February 2001



Management currently assesses that EO 79 will not have a significant effect in the current
operations of the Company. Management continuously monitors the implementation of EQ 79
and its impact on the industry in general,

ltem 2 Properties

The Company's major items of property, plant and equipment are located in Norzagaray,
Bulacan; Bacnotan, La Union; Bo. llang, Davao City; Lugait, Misamis Oriental; Mabini, Batangas; and
Calaca, Batangas. The table shows the consclidated properties of HPI as of December 31, 2014
compared to December 31, 2013,

Table 6 — Plant, Property and Equipment (Consolidated)
December 31, | December 31,

(In Thousand Pesos} . ) 2014 2013

Land and land improvements £1,863,433 1,690,780
Machinery and equipment 21,231,883 21,385,149
Buildings and installations 12,134,485 11,566,093
Furniture, vehicles and tools 1,206,519 1,149,799
Construction in progress 2,674,532 1,851,804

39,110,852 37,643,625

Less: Accumulated depreciation, depletion
and allawance for impairment loss 21,608,416 20,550,171
Total F17,604,436 B17,0083,454

In connection with the principal properties of the Company, there are no material existing
mortgages, lien or encumbrance nor limitations in the usage or ownership.

There are no imminent acquisitions of property of significant amount that cannot be funded by
the Company's working capital and debt.

The table below summarizes the significant lease agreements entered into by the Company
as alessee.

Description Start Date Expiration Date 2013 Lease Renewal Options
Payments
{in ‘000)
HO Office 01.12.2008 30.11.2018 Php38,1563 The lease may be renewed upor the

written agreement and under such terms
and conditions as maybe acceptable to

both parties.

Betonval lot 27.08.2008 26.08.2018 6,564 Renewable as may be mutually agreed by
the parties

[ndustrial 16.01.2013 156.01.2018 4,167 The contract may be renewed or

Warehouse extended upon the mutual agreement of
the Parties.

item 3 Legal Proceedings

The Company is either a defendant or plaintiff in several civil, criminal and fabor cases
primarily involving collection and claims for damages. Based on the representation of management
and the opinion of the Company's external legal counsels, the resolution of such cases will not resuit
to any significant liability or loss of assets.

Pending material [egal proceedings involving the Company are described in Exhibit 4.
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ftem 4 Submission of Matters to a Vote of Security Holders

Except for the matters taken up during the last annual meeting of the stockholders covered by
the Company's SEC Form 205 report, no matter was submitied to a vote of security holders through
solicitation of proxies or otherwise during the calendar year covered by this report.

PART il - OPERATIONAL AND FINANCIAL INFORMATION
ltem & Market for Issuer's Common Equity and Related Stockholder Matters

(1) Market Information

HP! common shares are listed in the Philippine Stock Exchange {PSE). The high and fow
market prices of HP| shares for each quarter of calendar year 2014, and that of the past two calendar
years, as reported by the PSE, are shown below:

Table 7 — Market Prices of HP! Shares

Quarter Period CY 2014 CY 2013 cY 2012

High Low High Low High Low
January — March 13.24 12.80 13.72 13.70 12.30 9.40
April — June 13.30 13.26 14.00 13.50 12,36 11.00
July — September 14.10 14.00 1270 12.70 13.10 11.40
QOctober — December 14.98 14.82 15.50 15.20 14.00 12.64

Source: Philippine Stock Exchange, ine,

As of February 13, 2015, the closing price of the Company’s common shares at the PSE is P14.60
per share.

(2} Stockholders

As of December 31, 2014, HPI has 6,452,059,144 shares outstanding held by 5,606
stockholders. The list of the top twenty stockholders of the Company as recorded by the Stock
Transfer Service, Inc., the Company’s stock transfer agent, is as follows:

Table 8 ~ Top Twenty (20) Stockholders

Rank Name Citizenship Shares {Sum) Yo
1 UNION CEMENT HOLDINGS FILIPING 3,906,425,509 | 60.55%
CORPORATION
2 B. VHOLDERFIN DUTCH 1,168,450,997 | 18.11%
3 SUMITOMO OSAKA CEMENT CG., LTD. JAPANESE 594,962,725 | 9.22%
4 CEMCO HOLDINGS, INC. FILIPINO 456,689,560 | 7.08%
5 PCD NOMINEE CORP. (NON-FILIPINO} FOREIGN 172,502,088 | 2.67%
6 PCD NOMINEE CORP. (FILIPINO) FILIPINO 115,942,538 1.8%
7 FEDERAL HOMES, INC. FILIPINO 4,054,054 | 0.06%
8 | ANTONIO M. DUMALIANG &/OR FILIPINO 922363 | 0.01%
ROSALINDA S. DUMALIANG
g | LEONCIO TIU FILIPING 705,000 | 0.01%
10 | KAKUGARA AKIHIKO JAPANESE 559,580 | 0.01%
11 | LUIS CO CHI KIAT FILIPINO 511,242 | 0.01%
12 [ JOAQUIN Q. TAN FILIPINO 380,000 | 0.01%
13 | LUIS ROLANDQ GARCIA FADRIGO FILIPINO 294,085 | 0.00%
14 | AMERICAN WIRE & CABLE CO., INC. FILIPINO 280,993 | 0.00%
15 | CIPRIANG VILLANUEVA AMANDO FILIPINO 282,137 | 0.00%
16 | CORAZON V. DOMINGUEZ FILIPINO 221,081 1 0.00%
17 | UNIVERSITY OF SANTO TOMAS FILIPINO 190,750 | 0.00%
18 | RAMON C. CHAN FILIPINO 189,189 | 0.00%
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19 | FRANCIS L. ESCALER FILIPINO 186,835 | 0.00%
20 | ISABELA CULTURAL CORPORATION FILIPINO 156,438 | 0.00%
Total 6,423,998,145 | 99.54%

{3} Dividends

The Company is authorized to pay cash or stock dividends, or a combination thereof, subject
to approval by the Company’s Board of Directors and/or its shareholders. Dividends paid in the form
of additional shares are subject to approval by the Company’s Board of Directors, the SEC and the
stockhoiders of at least two thirds of the outstanding shares of the Company. Holders of outstanding
shares on a dividend record date for such shares will be entitled to the full dividend declared without
regard to any subsequent transfer of shares.

Other than the provisions in the loan covenants agreed to by the Company, there are no other
limitations for the Company to declare dividends to its common stock.

Cash dividends were declared in for the years ended December 31, 2014, 2013 and 2012 as
follows:

2014 2013 2012
Cash Dividend Per Share (PhP) R0.70 RQ.55 R0.25
Amount Declared (PhP) R4.5 billion | RB3.5 billion 1.6 billion
Deciaration Date 16-May-14 | 23-May-13 17-May-12
Record Date 13-June-14 | 21-June-13 | 11-June-12

(4) Sales of Unregistered Securities Within the Last Three (3) Years

There are no other securities sold for cash by the Company within the last three (3) years that
were hot registered under the SRC.

ftem 6. Management's Discussion and Analysis

Review of CY 2014 Operations vg CY 2013

In 2014, the Country’s Gross Domestic Product (GDP) grew by 6.1%*. While lower compared with
the 7.2% growth in 2013, this has been the 3rd consecutive year where more than 6% growth was
realized. Robust performance in manufacturing and construction and also from the sesvices and
agriculture sectors fueled such growth.

Similarly, the cement industry grew by 9.5%** on the back of strong pubfic and private
infrastructure spending.

Driven by the strong demand from both public and private sector, the Company's revenue
increased fo Php32.6 Bio, or 13% higher compared to last year. As a result of the Company’s cost
management initiatives and manufacturing and distribution excelience with strong sales performance,
EBITDA and net income for 2014 amounted to Php8.8 Bio and Php5.2 Bio, respectively. An increase of
15.1% and 12.9% as compared to last year, respectively.

*Source: National Statistical Coordination Board
**Source: Cement Manufacturer's Association of the Philippines
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Key Performance Indicators (“KP}”)

The comparative financial KP! for the years ended December 31, 2014 and 2013 are as
follows:

Financial KPI Definition For the Calendar Year
ended December 31
2014 2013
Profitability
Net Income o N
Return on Assets {ROA) Ave. Total Assets 17.4% 16.8%
. Net income o c
Return on Equity (ROE) Ave. Total Equity 23.6% 21.7%
. , Operating EBITDA £6 o
Operating EBITDA Margin Net Sales 26.5% 26.3%
Liguidity
, . Net Financial Debt e 3 @e
Gearing Ratio Total Equity 0.6% 3.6%
Operating EBITDA
EBITDA Net Interest Cover (times) Net Interest 2821 Nil
Profitability

ROA, ROE and EBITDA margin for CY 2014 grew as a result of higher profitahility of the
business.

Liquidity

The Company shows a strong liquidity base with a low gearing ratio, much below the 100%
target level.

Significant Disclosures

Please refer to Exhibit 5 of this report for the significant disclosures made by the Company
during the year. Other than those mentioned in Exhibit 5, the Company is not aware of the following:

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

2. Changes in estimates of amounts reported in prior interim periods of the current financial
year or changes in estimates of amounts in prior financial years that have a material
effect in the current period.

3. lssuances and repurchase of equity securities.

4. Material changes in confingent liabifities or contingent assets since the last annual
balance sheet date.

SECForm 17-A CY2014 20
February 2001




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

6. Known trends, demands, commitments, events and uncetainties that will result in or likely
to decrease its liquidity in a 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
financial arrangements requiring it to make payments. With the improvermnent in the
Commpany’s operating performance, it expects to meet alt financial loan covenants for the
next interim period.

7. Events that will frigger direct or contingent materia! financial obligations to the Company.

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

9. Material commitments for capital expenditures.

10. Known trends, events or uncertainties that have had or that are reasonably expected to
have a material favorable impact on net sales, revenues, net 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 to end of the reporting period that have not been reflected in
the consolidated financial statements.

13. Material changes in the composition of the company, including any business combination,
acquisition or disposal of subsidiaries and long-term investments.

Notes to Financial Statements
Accounting Policies and Principles

The consolidated financial statements of the Company, which comprise the consolidated balance
sheets as at December 31, 2014 and 2013 and the consolidated statements of income, statements of
comprehensive income, statements of changes in equity and statements of cash flows for each of the
three years in the period ended December 31, 2014 have been prepared in complance with
Philippine Financial Reporting Standards applied on a consistent basis. The detailed accounting
policies are disclosed in Note 2 — Summary of Significant Accounting Policies in the Consolidated
Financial Statements.

Seasonality Aspects of the Business

Like any other company in the construction industry, the operations of HPI are affected by
seasanality or cyclicality. During the months starting Decemnber to May, demand for cemenit is greater
than in the rainy months from June to November.

General 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 averall risk management program focuses on the unpredictability of financial markets and
seeks to minimize potential and adverse effects on the financial perfarmance of the Company. The

SECForm 17-A CY2014 21
February 2001



Company uses derivative instruments such as cross-currency swaps to hedge the interest and foreign
exchange risks from its foreign currency-denominated debt, The Company does not enter into other
derivative or financial fransactions 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. It provides principles for overall risk management, as well as policies covering specific
risk areas such as interest rate risk, foreign exchange risk, counterparty risk, use of derivative
financial instruments and investing assets in excess of liquidity requirements.

The Company's principal financial instruments, other than derivatives, consist of cash and
cash equivalents and notes payable. The main purpose of these financial instruments is to raise
funds for the Company's operations. The Company also has various other financial assets and
liabilities such as trade and other receivables, advances to employees, guarantee deposits, restricted
cash and trade and other payables 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 BOD reviews and
approves the policies for managing each of these risks and they are summarized below. The
Company's accounting policies in refation to financial instruments are set out in Note 2 to the
consolidated financial statements.

Market Risks

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

Foreign Currency Risk

Foreign 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. Of the Company's revenues, approximately 0.1% in 2014 and 0.2% in
2014 and 2013 are denominated in currencies other than the Peso. The Company may hedge certain
foreign currency-denominated borrowings or other instruments by entering into derivative
transactions.

Due to the local nature of the cement business, transaction 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 thereof, the Company may enter into
derivative contracts whenever necessary, which may be designated either as cash flow hedges or fair
value hedges, as appropriate.

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,

The Company is exposed to fluctuations in financing costs and market value movements of its
debt portfolic related to changes in market interest rates. The Company's interest rate exposure is
mainfy addressed through the steering of the fixed/floating ratio of net debt. To manage this mix, the
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Company may enter into derivative transactions, as appropriate. As at December 31, 2014 and 2013,
the Company has minimal expasure to interest rate risk.

Credit 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 financial refiability of customers.

The Company constantly monitors its credit risk exposures. Counterparties to financial
instruments consist of a large number of major financial institutions. The Company does not expect
any counterparties to fail in meeting their obligations, given their high credit ratings. in addition, the
Company has no significant concentration of credit risk with any single counterparty or group of
counterparties,

The Company frades only with recognized, credit-worthy third parties. It is the Company's
policy that all third parly 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 to bad debts to minimal.

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

The Company's exposure to credit risks arising from outstanding financial assets is disclosed
in Note 156 — Financial Risk Management Objectives and Policies in the Consolidated Financial
Statements.

Liguidity Risk

Liquidity risk is the risk that the Company will encounter difficuity in raising funds to meet its
contractual obligations and commitments. The seasonality of revenue generation exposes the
Company to shortage of funds during stack season and may result in payment defaults of finaricial
commitments, The Company monitors this risk using a recurring liquidity planning 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 batance between continuity of funding and flexibility through the
use of bank credit facilities, finance leases and purchase contracts. It is responsibie 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 level.

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
requirements at all times. In addition, the strong credit worthiness of the Company allows it to make
efficient use of the financial markets for financing purposes. As at December 31, 2014 and 2013, the
Company has unutilized credit facilities of 10.4 billion and B3.0 billion, respectively.

The Company’s financial assets and liabilities as at December 31, 2014 and 2013 are
disclosed in Note 15 — Financial Risk Management Objectives and Policies in the Consolidated
Financial Statements.

Capital Management Policy

The Company considers equity attributable to 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 its growth fargets in order to
provide returns to shareholders and benefits for other stakeholders and to maintain a cost-efficient
and risk-optimized capital structure,
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The Company manages the capital structure and makes adjustments to it in tight 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 sharehalders,
issue new shares, or sell assets to reduce debt.

The Company monitors capital, among others, on the basis of gearing ratio. Gearing is
calculated as net financial debt divided by total equity in the parent company balance sheefs as
shown in the table below;

2014 2013
Notes payable ®2,100,108 B893,000
Customers' deposits 468,823 480,249
Financial debt 2,568,928 1,373,249
Less cash and cash equivalents 2,698,207 2,149,104
Net financial debt (asset) {129,279) {775,855)
Total equity 22095277 21,476,327
Gearing ratio {0.6%} (3.6%)

The Company’s target is to maintain a gearing in the range of no more than 100 percent,
Total equity grew by 2.9% in 2014 as a result of improvement in operating results for the year.

Material Changes in Balance Sheet Accounts

Cash and cash eqguivalents

increase in cash and cash equivalents were mainly due to the higher cash generated from
operations during the year.

Trade and other receivables

Receivables increase due to the higher sales made in December 2014 as compared to same
period of last year, DSO remains to be at 21 days.

Inventories

Increase in inventories in preparation for the anticipated higher demand in the first guarter of
the succeeding year.

Other Current Assets

Decrease was driven by lower down payment, prepaid expenses and creditable withholding
taxes as a result of tax application.

Intangibles assets — net

Increase was mainly driven by the new foreshore lease agreement resulting from the
acquisition of the port facility in Mabini, Batangas.

Peferred income {ax asset — net

Attributable fo the additional provisions/accruals for allowance for doubtful accounts,
retfrement and other accruals in 2044.
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Other non-current Assets

The decrease was mainly due to deposits to vendors amounting to B96,7 Mio reclassified to
other current assets.

Notes Payable

Increase was due to the availment of short-term loan far working capital requirements and for
the purchase of the port facility in Mabini, Batangas.

Trade and Other Payables

Trade and other payables increased mainly due to higher group payables related to
importations.

income Tax Payable

Increase was due to higher income tax recorded for the period.

Retirement Benefit Liabilities

Increase was mainly due to higher employee pension liability for the Company's defined
benefit incentive for its employees.

Deferred income tax liabilities — net

The decrease was mainly attributable to the reduction in depreciation expense, amortization
of site restoration costs and unamortized capitalized interests which are nondeductible expense.

Remegsurement loss on retirement benefits — net

The decrease was due to the updating of the assumptions and experience adjustments
considered in the retirement liability calculation.

Retained Earnings

Increase was due to higher realized net income.

Non-coniralling interests

Decrease due to change in ownership in 2014.
Material Changes in Income Statement Accountis
Revenues

Increase mainly due to 12% higher volume sold for 2014 compared to last year.
Cost of Sales

The increase was mainly due to increase in input costs such as raw materials and electricity
charges to suppori the increase in sales volume.

General and administrative expenses

The increase was due to higher personnel costs and expenditure on corporate initiative
projects.
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Interest and Other Financial Income

The lower reaiized interest income was due to lower interest rates for short-term deposits.

Interest and Financing Charges

The increase was due to higher loans availed within the year,

Foreign Exchange Gains (L osses} — net

Recognized gain was due to the Peso depreciation in 2014 as compared to 2013 closing
rates.

Gain on sale of investment in joint venture
There was no investment sold in 2014.
Others — net
tncrease driven by gain on sale of other properties sold during the year.

Provision for Income Tax

The increase was mainly due to the higher realized taxable income in 2014 as compared to
previous year.

Review of CY 2013 Operations vs CY 2012

in 2013, the country’s Gross Domestic Product (GDP) grew by 7.2%* which was higher than
the 6.6%* growth posted in 2012. This also surpassed the 6% to 7% government target despile the
man-made and natural calamities that successively struck the country, which strained the economy.
The growth was fueled by the industry and service sectors, service exports, and other services in
education, health and social work. Meanwhile, the manufacturing sector has helped in driving the
supply side of the ecanomy.

Similarly, the cement industry grew by 5.6%* on the back of strong public and private
infrastructure spending.

Good prices coupled with the strong demand from both public and private sector propelled the
Company’s revenue to Php28.9 Bio or 6.4% increase compared to last year. The strong sales
performance was complemented by the Company's manufacturing and distribution excellence and
cost management initiatives. This resulted to the highest ever EBITDA recorded of Php7.6 Bio or
16.6% increase compared fo previous year. A record of Php4.8 Bio net income was posted in 2013,

representing about 26% jump from last year.
*Source: National Economic and Development Authority
**Source: Cement Manufacturer's Association of the Philippines
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Key Performance Indicators (“KPI”)

The comparative financial KPI for the years ended December 31, 2013 and 2012 are as

follows:;
Financial KPI Definition For the Calendar Year
ended December 31
2013 2012+
Profitability
Net Income o o
Return on Assets (ROA) Ave. Total Assals 16.8% 14.4%
; Net Income
E O A Q, A s
Return on Equity (ROE) Ave. Total Equity 21.7% 18.5%
. . Operating EBITDA o o
Operating EBITDA Margin Net Sales 26.3% 24.0%
. . Net Financial Debt o o
Gearing Ratio Total Equity 3.6% 4.8%
Operating EBITDA
EBITDA Net Interest Cover {times) Net Interest Nil 186.2

“Based on restated amounts as a result of the Company's adoption of PAS 18 "Employee Benefils”.

Profitability

ROA, ROE and EBITDA margin for CY 2013 grew as a result of higher profitability of the

business.

The Company shows a strong liquidity base with a lower gearing, much below the 100%

target level.

Significant Disciosures

Please refer to Exhibit & of this report for the significant disclosures made by the Company
during the year. Other than those mentioned in Exhibit 5, the Gompany is not aware of the following:

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

2. Changes in estimates of amounts reported in prior interim periods of the current financial
year or changes in estimates of amounts in prior financial years that have a material

effect in the current period.

3. Issuances and repurchase of equity securities.

4. Material changes in contingent Habilities or contingent assets since the last annual

balance sheet date.
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5. Existence of material contingencies and other events of transactions that are material fo
an understanding of the current period.

6. Known trends, demands, commitments, events and uncertainties that wifl result in or
likely to decrease its liquidity in a 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 financial arrangements requiring it to make payments. With the
improvement in the Company’s operating performance, it expects to meet alf financial
loan covenants for the next interim period.

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 refationships of the Company with unconsolidated entities or other persons
created during the year.

9. Material commitments for capital expenditures,

10. Known trends, events or uncertainties that have had or that are reasonably expected to
have a material favorable impact on net sales, revenues, net 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 to end of the reporting period that have not been refiected in
the consolidated financial statements.

13. Material changes in the composition of the company, including any business
combination, acquisition or disposal of subsidiaries and long-term investments.

Notes to Financial Statements

Accounting Policies and Principles

The consolidated financial statements of the Company, which comprise the consclidated balance
sheets as at December 31, 2013 and 2012 and the consolidated statements of income, statements of
comprehensive income, statements of changes in equity and statements of cash flows for each of the
three years in the period ended December 31, 2013 have been prepared in compliance with
Philippine Financial Reporting Standards applied on a consistent basis. The detailed accounting
policies are disclosed in Note 2 — Summary of Significant Accounting Policies in the Consalidated
Financial Statements.

Seasonality Aspects of the Business
Like any other company in the construction industry, the operations of HP! are affected by

seasonality or cyclicality. During the months starting December to May, demand for cement is greater
than in the rainy months from June to November.

General Risk Management Approach

The Company is exposed to various financial risks, which include the effect of changes in
debt structure, equity market prices and foreign currency exchange rates. The Company's overall risk
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management program 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 foreign exchange risks from its
foreign currency-denominated debt. The Company does not enter into other derivative or financial
transactions which are unrelated fo its operating business as a risk-averse approach is pursued.

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

The Company's principal financial instruments, other than derivatives, consist of cash and
cash equivalents, notes payable and long-term debt. The main purpose of these financial instruments
is to raise funds for the Company’s operations. The Company also has various other financial assets
and liabilities such as trade and other receivables, due from related parties, advances to employees,
guarantee deposits, restricted cash and trade and other payables, which arise directly from
operations.

The main risks arising from the Company's financial instruments are market risks credit risk
and liquidity risk. The BOD reviews and approves the policies for managing each of these risks and
they are summarized below. The Company’s accounting policies in relation to financial instruments
are set out in Note 2 to the parent company financial statements.

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 objective is to reduce, where appropriate,
fluctuations in earnings and cash flows associated with changes in foreign currency, interest rate and
equity price.

Foreign Cuirency Risk

Foreign 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. Of the Company's revenue, appraximately 0.2% in 2013 and 2012 and
0.4% in 2011 are denominated in currencies other than the Peso. The Company may hedge certain
foreign currency-denominated borrowings or other instruments by entering into derivative
transactions.

Due to the local nature of the cement business, transaction 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 thereof, the Company may enter into
derivative contracts whenever necessary, which may be designated either as cash flow hedges or fair
value hedges, as appropriate.

The Company’s exposure to foreign currency risk is disclosed in Note 16 - Financial Risk
Management Objectives and Policies in the Consolidated Financial Statements.

Credit 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 financial reliability of customers.

The Company constantly menitors its credit risk exposures. Counterparties to financial
instruments consist of a large number of major financial institutions. The Company does not expect
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any counterparties to fail in meeting their obligations, given their high credit ratings. In addition, the
Company has no significant concentration of credit risk with any single counterparty or group of
counterparties.

The Company trades only with recognized, credit-worthy third parties. 1t 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 fo reduce the
Company's exposure to bad debts to minimal.

With respect to credit risk arising from the other financial assets of the Company, which
consist of financial assets at FVPL, AFS financial assets, due from related parties, advances to
employees, advances o subsidiaries and guarantee deposit, the Company's exposures arise from
defauit of the counterparty, with a maximum exposure equal to the carrying amount of these
instruments.

The Company’s exposure to credit risks arising from outstanding financial assets is disclosed
in Note 16 — Financial Risk Management Objectives and Policies in the Consolidated Financial
Statements.

Liquidity Risk

Liquidity risk is the risk that the Company will encounter difficuity in raising funds to meet its
contractual obligations and commitments. The seasonality of revenue generation exposes the
Company to shortage of funds during slack season and may result to payment defaults of financial
commitments. The Company monitors this risk using a recurring liquidity planning 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 level.

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
requirements at all times. In addition, the strong credit worthiness of the Company allows it to make
efficient use of the financial markets for financing purposes. As at December 31, 2013 and 2012, the
Company has unused credit facilities of B3.0 billion and B2.8 billion, respectively.

The Company's financiai assets and liabilities as at December 31, 2013 and 2012 are
disclosed in Note 16 — Financial Risk Management Objectives and Policies in the Consolidated
Financial Statements,

Capital Management Policy

The Company considers total equity in the parent company balance sheet as its capital. The
Company’s objectives when managing capital are fo secure the Company's ongoing financial needs
to continue as a going concern as well as to cater for its growth targets in order to provide retums to
shareholders and benefits for other stakeholders and to maintain a cost-efficient and risk-optimized
capital structure,

The Company manages the capital structure 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. Gearing is
calcutated as net financial debt divided by total equity in the parent company balance sheets as
shown in the table below:

2013 2012*
Notes payable R893,000 m-
Customers’ deposits 480,249 384,726
Financial debt 1,373,248 384,726
Less cash and cash equivalents 2,149,104 1,378,382
Net financial debt (asset) {775,855) (993,656)
Total equity 21,476,327 20,558,723
Gearing ratio {3.6%) {4.8%)

*Based on restated amounfs as a result of the Company’s adoption of the revised PAS 19 ‘Employee Benefits”.

The Company's target is to maintain a gearing in the range of no more than 100 percent.

The Company repaid its fong-term debt in 2012 resulting in a net financial asset, Total equlity
increased by 4.5% in 2013 as a result of improvement in operating results for the year.

Material Changes in Balance Sheet Accounts

Cash and cash equivalents

Increase in cash and cash equivalents were mainly due to the higher cash generated from
operations and proceeds from the sale of TAPG investment.

Trade and other receivables

Receivables decreased due to the higher collections made in 2013.

Inventories

inventories increased in preparation for the anticipated higher demand in the first quarter of
the succeeding year.

Cther Current Assets

Increase was due to higher down payment to suppliers and BOC payments.

Property, Plant and Equipment

Increase was due to the completion of CAPEX projects in 2013 which include significant
projects like Mabini plant rehabilitation and La Union plant's clinker cooler upgrade.

Intangibles assets — net

Increase was mainly due to the installation of new information system for the Company’s
cement plants.

Deferred income tax assets — net

Attributable to additional provisions/accruals for allowance for doubtful accounts, refirement
and other accruals in 2013.

Other non-current Assets

The increase was mainly due to deposits to vendors amounting to B96.7 Mio reclassified from
other current assets.
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Notes Payable

Increase was due to the availment of short-term loan for funding requirements.

Trade and Other Payables

Trade and other payables increased by 601 million mainiy due to higher accruals and costs
of imperted clinker and fuel.

Derivative liability

Increase was due to the Peso devaluation in 2013 as compared to 2012 closing rates.

Income Tax Payable

Decrease was due to the application of Php183 Mio creditable withholding taxes.

Retirement Benefit Liabilities

Increase was mainly due to higher employee pension liability for the Company's defined
benefit incentive for its employees.

Provisions

Decrease in the provision was due to the decrease in provision for site restoration as a result
of the completion of rehabilitation activities in some areas.

Deferred income fax liabilities

The decrease was mainly attributable to the reduction in depreciation expense, amortization
of site restoration costs and unamortized capitalized interests which are nondeductible expernise.

Share in available-for-sale financial assets

The decrease was due to the sale of the share in investment in the TAPG joint venture.

Remeasurement loss on retirement benefits - net

The increase was due fo the adoption of PAS 19 in 2013
Retained Earnings
Increase was due to higher realized net income.

Non-controlling interests

Increase was due to the higher realized net income as compared to prior year.
Material Changes in Income Statement Accounts
Revenues

[ncrease was mainly due to healthy prices for cement.
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Cost of Sales

The increase was mainly due to increase in input costs and higher consumption of imported
clinker to support the demand.

General and administrative expenses

The decrease was due to lower expenditure on corporate initiative projects as compared fo
prior year.

Selling Expenses

The increase was mainly due to higher costs of outside services and other marketing and
selling initiatives.

interest and Other Financial Income

The increase was due to higher interest income earned on short-term deposits.

Interest and Financing Charaes

The decrease was due to minimal financing charges from loans.

Foreign Exchange Gains (Losses) — net

Incurred loss was due fo the Peso devaluation in 2013 as compared to 2012 closing rates.

Equity in Net Loss of a Joint Venture

Decrease due to the sale of TAPG investrment,

gin_on sale of asset held for sale

This represents the gain recognized for the TAPG investment.

QOthers — net

Decrease due to the loss on sale of other properties sold during the year.

Provision for Income Tax

The increase was mainly due to the higher realized taxable income in 2013 as compared to
previous year,

[tem 7. Financial Statements

The consolidated financial statements and supplementary schedules listed in the accompanying fndex
to Financial Statements and Supplementary Schedules are filed as part of this annual report under
Hem 13.1 and 13.2

information on independent Accountant

External Audit Fees

The aggregate fees billed for each of the last two (2) years for professional services rendered
by Sycip Gorres Velayo & Co (SGV) was P10.4 million for 2014 and P11.1 million for 2013. These
fees, inclusive of out-of-pocket expenses, cover services rendered by the external auditor for audit of

SECForm 17-A CY2014 33
February 2001



the financial statements of the Company and other services in connection with statutory and
regulatory filings for years 2014 and 2013.

Tax Fees & All Other Fees

The Company engaged SGV for advisory services amounting to P0.5 miltion in 2014,

The Audit Committee's Approval Policies and Procedures for the Above Services

Upon recommendation and approval of the Audit Committee, the appointment of the external
auditor is proposed for confirmation by the shareholders at the annuai stockholders’ meeting. In
addition, the consolidated financial statements are approved by the Board of Directors before its
release.

item 8. Changes in and Disagreements with Accountants on Accounting and Financial
Disclosures

There was no event in the past five years where SGV and the Company had any
disagreement with regard to any matter relating to accounting principles or practices, financial
statement disclosure or auditing scope or procedure.

The audit findings are presented to the Company's Audit Committee, which reviews and
makes recommendations to the Board on actions to be taken thereon. The Board passes upon and
approves the Audit Commitiee’s recommendations.

PART Il - CONTROL AND COMPENSATION INFORMATION

item 9. Directors and Executive Officers of the Issuer
(1) The Board of Directors

The Company’s Board of Directors (the Board) is responsible for the overali management and
direction of the Company. The Board meets regularly every quarter, or as often as required, to review
and monitor the Company’s financial position and operations. Each Board member serves for a term
of one year or until his successor is duly elected and qualified. None of the members of the Board of
the Company own more than 2% of outstanding common shares of HPI.

As of December 31, 2014, the following are the members of the Board:

Table 9 — The Board of Directors

Office Name Nationality
Chairman Tomas |. Aleantara Filipino
Vice Chairman lan S. Thackwray British
Director Daniel N. Bach Swiss
Director Eduardo A. Sahagun Filipino
Independent Director Simeon V. Marcelo Filipino
Independent Director Yasuo Kitameto Japanese

Set forth below are the business experience of the Board during the last five years;

Tomas I Alcantara, 87, holds a Bachelor of Science degree in Economics from Afeneo de
Manila University, a Masters in Business Administration degree from Columbia University,
USA and attended the Advance Management Program of the Harvard Business School. He is
presently the Chairman and President of Alsons Consolidated Resources, Inc., and of several
power and property development companies in the Alcantara Group. He is Chairman of the
Eagle Ridge Golf & Country Club, Inc. and Philweb Comoration, Mr. Alcantara was
Undersecretary for the Industry & Investment Group of the Department of Trade and ndustry
and the Vice Chairman and Managing Head of the Board of Investments from July 1986 to
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March 1995. He was also Special Envoy of the Philippine President to APEC in 1896. He was
elected Director of the Company on July 4, 2003.

lfan S. Thackwray, 56, holds an MA (Hons) in Chemistry from Oxford University and is also a
chartered accountant. After his studies, he joined Price Waterhouse and handled major
corporate accounts in Europe. In 1885, he started a career with a major multinational in the
chemicals industry, serving in various management roles in Europe, North America and
particularly in Asia. From 2004 to 2008, he served the Asian/Pacific President based out of
Shanghai. In 2008, he joined Holcim and was elected COOC and director of the Company. In
2009, the Board of Directors of Holcim Lid appointed him a member of the Executive
Committee. He joined the Executive Committee of Holcim Ltd on January 1, 2010 with
regional responsibility for countries in East Asia, including China, Japan, Korea as well as the
Philippines, Oceania and South and East Africa.

Daniel N. Bach, 51, was formerly a member of the Board of Directors and the Company's
Senior Vice President for Manufacturing in 2007 until his assignment as CEQO of Holgim
Romania in 2011. In January 2014, he took on a new role as Holcim's Area Manager for

- South East Asia. He graduated with a Mechanical Engineering degree and a doctoral degree
in Technical Sciences, both from the Swiss Federal institute of Technology in Zurich,
Switzerland.

Eduardo A. Sahagun, 57, is the Company’s President and Chief Executive Officer. He was
the Senior Vice President for Sales, Marketing and Distribution & Technical Services (now
called Commercial) from 2007 to 2012. He was the Chief Financial Officer of the Company
until his current appaintment. He holds a Bachelor of Science in Commerce degree and is a
Gertified Public Accountant. He also holds a Masters in Management Science degree from
the Arthur D. Little Management Education Institute in Boston, Massachusetts and a Masters
in Business Administration degree from Ateneo Graduate School of Business. In November
1989, he was elected as Asst Vice President - Comptraller of Davao Union Cement
Corporation and has since then been appointed to occupy various key executive positions in
the PHINMA Cement Group. He was elected as director of the Company on July 2010.

Simeon V. Marcelo, 61, was elected as independent director of the Company on May 18,
2014, He is the Chief Executive Officer of Cruz Marcelo & Tenefrancia Law Offices. He
graduated among the top of his class at the University of the Philippines - College of Law and
placed 5™ in the 1979 bar examination. He served as Solicitor General from 2001 to 2003 and
was Ombudsman from 2003 to 2005. From 2007 to 2010, Mr. Marcelo served as Executive
Secretary of the Asian Development Bank Administrative Tribunal and from 2008 to June
2014, was a member of the World Bank's Independent Advisory Board (on good governance
and anti-corruption matters). Mr. Marcelo was also elected as the President of the Philippine
Bar Association from 2009 to 2010,

Yasuo Kitamoto, 54, holds a Bachelor of Laws degree from the Doshisha University in
Kyoto, Japan. He is currently General Manager responsible for International Business of
Sumitomo Qsaka Cement Co., Ltd. Prior to his current position, he was Deputy General
Manager, General Affairs Department in 2005 and General Manager, Corporate Planning
Department in 2008 of Sumitomo Osaka Cement Co., Lid.

The Executive QOfficers
The officers are likewise elected annually by the Board and serve for one (1) vear and untii

their respective successors have been elected. None of the officers of the Company own more than
2% of the total outstanding shares of the Company.
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The Company’s executive officers are set out below:

Tabte 10 — Executive Officers

Qffice Name Nationality
Chief Executive Officer and President Eduardo A. Sahagun Filipino
Senior Vice President ~ Manufacturing Andre Caluori Swiss
Vice President — Commercial William C. Sumalinog Filipino
Vice President — Geocycle Ernesto C. Paredes Filipino
Vice President — Human Resources Araceli E. Gonzales Filipino
Vice President — Corporate Communications Nerissa V. Ronguillo Filipino
Vice Pres. —~ Corporate Occupational Health & | Carmela Dolores S, Filipino
Safety Calimbas
Vice President — Supply Chain Saskia Groen-in't-Woud Australian
Vice President — Operations (Bulacan Plant) Federico V, Santiago Filipino
Vice President ~ Operations {Davao Plant) Zita D. Balogo Fifipino
Vice President — Operations (Lugait Plant) Bobby R. Garza Filipino
Vice President — Operations (La Union Plant) Andrew M. White British
Treasurer Shirley 8. Go Filipino
Officer in Charge — Legal Affairs/Corporate Kristine N.L. Evangelista Filipino
Secretary/Compliance Officer

The business experience of Mr. Eduardo A. Sahagun during the last five years is provided
above. Set forth below are the business experience of the Company's other executive officers
during the last five years:

Andre Caluori, 57, is the Senior Vice President for Manufacturing. Andre holds a degree in
Chemical Engineering specializing in process engineering from the University of Applied
Sciences, Chur, Switzerland. Starting out as a cement technology trainee in Holcim Spain, he
went on to assume key positions in Holcim operating companies around the globe, including
QA Manager and deputy Plant Manager in Apasco, Mexico; AFR & Environment Manager in
Untervaz, Switzerland; Plant Manager in Eclepens, Switzerland and in Holcim Romania. Prior
to his assignment in the Company, he was the General Manager for Manufacturing in Cement
Australia for the past five years.

William C. Sumalinog, 45, is the Vice President for Commercial, William holds a Bachelor of
Science degree in Computer Engineering from the University of Cebu where he graduated
with leadership honors in 1992. He starfed his career in sales as a sales representative in
Market Developers, Inc., where he went on to assume other sales positions. He joined Alsons
Cement Corporation in 1998 where he occupied various key positions in sales. Prior to
assuming his current position, he was the Company’s Regional Operating Head for various
areas in Mindanao and Visayas since 20085,

Ernesto C. Paredes, 52, is the Vice President for Geocycle (Alternative Fuels and Raw
Materials). He holds both a Bachelor of Science degree in Commerce major in Accounting,
and a Bachelor of Science degree major in Management from Ateneo de Davao University.
He is a Ceriified Public Accountant. He occupied various key positions in Sales and
Marketing since he joined the cement industry through Davao Union Marketing Corp. in 1987.

Araceli E. Gonzales, 52, is the Vice President for Human Resources. She is a graduate of
Psychology from Ateneo de Manila University with a Masters degree in Industrial Relations
with focus on Human Resources Management from the University of the Philippines. She has
mare than 25 years of HR experience honed in consumer, manufacturing, pharmaceutical,
agro-industrial and telecommunication industries covering both domestic and international HR
services. She also has 8 years of consuiting work in HR and leadership development. Before
joining HPI, she was VP for HR Solutions of Smart Communications.

Nerissa V. Ronquillo, APR, 57, is the Vice President for Corporate Communications. She
obtained her Bachelor of Arts degree in Broadcast Communication at the University of the
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Philippines as a scholar of the Kapisanan ng mga Brodkaster ng Pilipinas/Broadcast Media
Council. A communications and an accredited public relations professional, she has over 30
years of experience in the profession. She was Head of Publications and Communications,
then Advertising and Special Events, and General Public Programs of the Manila Electric
Company (Meralco). From 2009 to 2013, she was Regionat Director for North Asia of the San
Francisco-based International Association of Business Communicators (!ABC) and in 2012
she was President of IABC Philippines. in 2013, she became the first Filipina to be named as
Director of the International Executive Board of IABC and Trustee of the IABC Foundation.

Carmela Dolores S. Calimbas, 58, is the Vice President for Corporate Occupational Health
and Safety. She holds a Bachelor of Science degree in Chemical Engineering from the
University of San Carlos in Cebu. Before joining the Company in May 2008, she was the
Manager for Enviranment, Health and Safety of James Hardie Philippines from November
2004 to May 2008. Prior to this, she had ten years of work experience in the field of safety,
heailth and environment.

Saskia Groen-in't-Woud, 41, is the Vice President for Supply Chain and holds a Business
Degree from Central Queensland University and post graduate diploma qualifications from the
University of Southern Queensland, Australia. Prior to joining the Company in 2012, she was
Technical Assistant to a Holcim Executive Committee member based in Switzerland, leading
projects in East Asia, Oceania and South Africa, following her position as Holcim Group
Support Ltd consultant from 2009. She has over fifteen years’ experience in project and
operational roles in the cement, lime and alumina industries.

Federico V. Santiago, 60, is the Vice President for Operation of Bulacan Plant. He graduated
from the University of the East, Manila. He is a registered Mechanical Engineer. He was the
Production Manager of Central Cement and Bacnotan Cement plants of the Phinma group.
Prior to his appointment as Vice President for Operation of Bulacan Plant, he was the
Production Manager from 2009 {0 2011.

Zita D. Balogo, 53, is the Vice President for Operation of Davao Plant. She graduated from
the University of the Bohol, Tagbilaran City. She is a graduate in Industrial Management
Engineering. She was Vice President for Human Resources of the Company from 2006 to
2011 prior to her training in cement manufacturing and appaintment as Vice President for
Qperation of Davao Plant.

Bobby R. Garza, 57, is the Vice President for Operations of Lugait Plant. A registered Mining
Engineer and a graduate from Mapua Institute of Technology, Intramuros, Manila, he joined
the arganization in 1995 as Quarry Manager of La Union plant then Bulacan plant. He worked
under Manufacturing Excellence as Area Coach of Bulacan plant. Prior fo his current
appointment, he was the Production Manager of La Union plant since 2010.

Andy M. White, 47, is the Vice President for Operations of La Union Plant, He is a registered
Chartered Engineer in England, a Fellow of the Institute of Materials, Minerals and Mining
(UK} and graduated from The University of Sheffield. Before joining the Company in 2008, he
was Production Manager at Golden Bay Cement in New Zealand from 2008 and before this
worked for Lafarge Cement in various roles and countries since 2000. Prior to his current
appointment, he was Project Manager of Manufacturing Excellence.

Shirfey 8. Go, 38, is the Treasurer and the Head of Group Tax of the Company. She earned
her Bachelor of Science degree in Accountancy from De La Salle University, and is a Certified
Public Accountant. Prior to joining the Gompany in 2010, she worked with Punongbayan and
Araullo for 12 years.

Kristine Ninotschka L. Evangelista, 41, is the Corporate Secretary, Officer in Charge for
Legal Affairs and Compliance Officer of the Company. She holds a Bachelor of Science Major
in L.egal Management degree from the Ateneo de Manila University and obtained her Juris
Doctor degree from Ateneo Law Schoal. In 1999, she joined SyCip Salazar Hernandez &
Gatmaitan Law as an associate. She joined the Company in 2008 as Senior Legal Counsel.
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She was elected as Assistant Corporate Secretary of the Company and its subsidiaries. She
assumed her current role and was elected Corporate Secretary in 2014,

(2) Significant Employees

The following managers in the Company's Finance department are responsible for
financial planning, control, reporting, as well as accounting and tax.

Head, Group Controller

Glenn A. Agustin

41

Filipino

Head, Group Tax

Shirley 8. Go

38

Filipino

Set forth below is the business experience of the above individuals during the last five years:

Glenn A. Agustin, 41, is the Head for Group Controller. He graduated from the University of
Santo Tomas with a degree of Bachelor of Science in Commerce, major in Accounting, He is
a Certified Public Accountant and Certified internal Auditor. Prior to joining the Company, he
worked with various companies including SGV and Co. and Bacnotan Consolidated Industries
tnc. He joined the Company in 2004 as an internal auditor and started to work in Finance as
Ptant Controiler in 2008, and Area Finance Manager in 2009 and Manager of Finance and
Repoerting in 2011. He assumed his post as Head-Group Controller on December 1, 2013,
from his earlier position as Book-to-Report Service Delivery Head.

The business experience of Ms. Shirley S. Go is provided above.
{3) Family Relationships

None of the members of the Board of Directors nor any Executive Officer of the Company is
related by affinity or consanguinity.

{4) invelvement in Certain Legal Proceedings

Ta the knowledge and/or information of the Company, the present members of the Board of
Directors or the Executive Officers are not, presently, or during the last five (5) years, involved or have
been involved in criminal, bankruptcy or insolvency investigations or proceedings except for the
pending legal proceedings involving certain directors and executive officers of the Company and its
subsidiaries described in Exhibit 4 hereof,

item 10, Executive Compensation

The Company has local and expatriate executives. Expatriates are helding positions that are
technical and advisory in nature. The compensation of local executives is benchmarked against the
established Target Market Group (TMG*). At 100% performance attainment of the Company's
financial and business goals, the executive compensation is targeted to be at median {P50} of the
TMG and at the 3™ quartile for performance attainment of 110% and above. Expatriates are paid in
accordance with the International Assignment compensation guidelines of Holcim.

The compensation received by the Executive Officers represents salaries, bonuses and
benefits,
* The Company's Target Macket Group (FMG) are loca! and multi-national companies with annual gross revenues of PHP 5 -
50 Billion and 500 to 5,000 employees.
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Table 11 — Executive Compensation {in Php)

The CEO and four most highly compensated 2015* | 52 136.086 16.110.755 1,605 024"
Executive Officers: v PP AU,

2014 | 52,136,086 18,110,756 1,605,024

Eduardo A, Sahagun — President & CEQ
Andre G. Calouri — SVP, Manufacturing
Saskia Groen-in't-Woud - VP, Supply Chain
Andrew M. White — VP, Operations 2013 | 57,399,064 12,261,463 24 500,208

Federico V. Santiago - VP, Operations

2015~ | 45,024,811 10,199,264 23,915,072

All ather Executive Officers and Directors as a
group unnamed 2014 | 45,024 811 10,198,264 23,915,072

2013 | 57,028,654 10,552,865 16,077,532

*Estimated compensation of execulive officers for the ensuing year is assumed fo approximate the 2014 level. Bonuses given
are driven by aclual performance of the company; hence, estimate may vary from actual.
Other than directors’ fees, the directors of the Company do not receive any other compensation from

the Company, including any of the following arrangements:

a. Standard arrangement and any other material arrangements;

b. Employment contract (between the Company and named executive officers);
¢. Compensatory plan or arrangement;

d. Qutstanding warrants or options; and

€. Adjustments or amendments on the price of stock warrants or options.

Warrants and Options Cutstanding

There are no warrants or options granted by the Company to any of its Directors or Executive
Officers.

Item 11. Security Ownership of Certain Beneficial Owners and Management

The table below shows persons or groups known to HPI as of December 31, 2014 to be
directly or indirectly the record or beneficial owner of more than 5% of the Company’s voting
securities:

Table 12 — Beneficial Ownership of Voting Securities

Title of Name & Address of Name of Beneficial Owner No of Shares % of
Class Record And Relationship with Held Ownership
Owner & Relationship Recard Owner
with Issuer
Common | Union Cement Holdings | Union Cement Holdings Corp.
Corporation (same as record owner) 3,906,425,509 | 60.55%

7th Floor, Two World
Square, McKintey Hill,
Fort Bonifacio, Taguig
City

{Filipino)

Stockholder

Common | B.V Holderfin Holderfin B.V.
De Lairessestraat {same as record owner) 1,168,450997 | 18.11%
129Hs

1075 HJ Amsterdam,
the Netherlands
(Dutch)
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Stockholder

Cormmon | Sumitomo Osaka Sumitomo Osaka
Cement Co., Ltd. Cement Co., Lid. 594,952,725 9.22%
1, Kanda Mitoshiro-cho | {same as record owner)
Chiyoda-ku, Tokyo,
101-8677, Japan

(Japanese)
Stockholder
Common | Cemco Holdings, Inc, Cemco Holdings, Inc.
815/816 Tower One & (same as record owner) 456,689,560 7.08%

Exchange Plaza
Ayala Triangle

Ayala Avenue, Makati
City

{Fitipino}

Stockholder

The respective Board of Directors of each of UCHC, Holderfin, Sumitomo Osaka Cement Co.,
Ltd. and Cemco has the power to decide how their shares in the Company are o be voted.

(1) Security Ownership of Management

The table below shows the securities beneficially owned by all directors, nominees and
executive officers of HPI as of December 31, 2014:

Table 13 — Security Ownership of Management

Registered

Title of Name and Address of Amount/Nature {R) or % of

Class Beneficial Owner of Ownership Beneficial | Ownership
(B)

Common Tomas |. Alcantara 1 R 0.00%
Common lan 8. Thackwray 1 R 0.00%
Common Daniel N. Bach 1 R 0.00%
Common | Eduardo A. Sahagun 1 R 0.00%
Comman Simeon V, Marcelo 1 R 0.00%
Common Yasuo Kitamoto 1 R 0.00%
Comrmon Ermesto C. Paredes 9,951 R 0.00%
Commen Bobby R. Garza 6,000 R 0.00%
Total 15,957 0.00%

Directors and officers as a group hold a total of 15,957 common shares, equivalent to approximately
0.00% of the Company’s issued and outstanding capital stock.

{(3) Voting Trust Holders of 5% or more

No person holds five percent (5%) or mare of the issued and outstanding shares of stock of
the Company under a voting trust or similar agreement.

(4) Changes in Control

There were no material changes in the control of the Company since the beginning of the
Company’s last calendar year. UCHC still holds the controlling interest in the Company.
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Item 12, Certain Relationships and Related Transactions

On January 1, 2013, the implementation of Industrial Franchise Fee (IFF) eliminated the
practice of separate charge for cerfain services providéed by Holcim Group Support Ltd (HGRS) and
Holcim IP Ltd (HIPL) over and above the trademark agreement and technical support agreement,
under the previous system. The basis for the fee is different from the previous agreement and a direct
comparison is not possible. The new agreement is aligned with Organization for Economic Co-
operation and Development (OECD} principles and takes into account arm’s length transfer pricing
principles.

IFF is an annual charge payable quarterly and is based on fair assessment of economic value
of inteflectual property and value adding solutions derived by the Company from HIPL and HGRS.
The implementation of IFF eliminated the practice of separate charge for services provided by HGRS
and HIPL over and above the Trademark Agreement and Technical Support Agreement, under the
previous system. The IFF, however, is separate from the existing agreement with HSEA for
information technology related service. The IFF provides opportunity for the Company to obtain more
value adding services from Holcim Technology Ltd related to the improvement of many operational
aspects of the Company without geiting separate charges therefor.

In 2013, HIPL and HGRS were merged to form HTSX. All outstanding balances in the books
of HIPL and HGRS as of December 31, 2012 has been reflected in the books of HTSX.

On January 1, 2014, the Company entered into an agreement with Holcim Technology
(Singapare) Pie Lid, the "Service Provider”, for support services, This Service Agreement is
complimentary to the existing Franchising Agreement and provides additional services outside the
scope of the Franchise Agreement. The service shall be based on alt costs and expenses incurred by
the Service Provider plus mark-up. This agreement will be in effect unless and until superseded.

For a detailed discussion of the material related party transactions, please see Note 25 —
Related Party Transactions to the accompanying consolidated financial statements in item 13.1.

Except for the transactions discussed in Note 25 — Related Party Transactions to the
accompanying consolidated financial statements in item 13.1, there were no other material related
party transactions during the last three financial years, nor are there any material transactions
currently proposed between the Company and any: (i} director, officer, direct or indirect owner of 10%
or more of the outstanding shares in the Company; (i) close family member of such director, officer or
owner, (iil) assaciates of the Company; (iv) enterprises controlling, controlled by or under commeon
contral with the Company; or (v) enterprises in which a substantial interest in the voting power is
owned, directly or indirectly, by any director, officer or owner of 10% or more of the outstanding
shares in the Company or any close family member of such director, key officer or owner, or
collectively, the Related Parties.

There was no outstanding indebtedness at any time during the last three (3) financial years
that was owed to the Company and/or its subsidiaries by any Related Party.
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PART IV - EXHIBITS AND SCHEDULES

Item 13. Exhibits and Reports

13.1

13.2

12.3

13.4

13.5
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Consolidated Financial Statements

The audited consolidated financial statements for the years ended December
31, 2014 and 2013 are attached as Exhibit 1:

Statement of Management's Responsibility to the Financial Statements
Independent Auditors' Report

Consolidated Balance Sheets as at December 31, 2014 and 2013
Consolidated Statements of Income for the years ended December 31,
2014, 2013 and 2012

Consolidated Statements of Comprehensive income for the years ended
December 31, 2014, 2013 and 2012

Consolidated Statements of Changes in Equity for the years ended
December 31, 2014, 2013 and 2012

Consolidated Statements of Gash Flows for the years ended December
31, 2014, 2013 and 2012

Notes to Consolidated Financial Statements

Supplementary Schedules

Supplementary Schedule of Retained Earnings Available for Dividend
Declaration

Hiustration of relationships between the Company

and its Ultimate Parent Company, Middle Parent, and its Subsidiaries
Philippine Financial Reporting Standards and Interpretations Effective as
of December 31, 2014

Schedule of Financial Soundness Indicators

The supplementary schedules of the Consolidated Financial Statements
for the year ended December 31, 2014 are attached as Exhibit 2.

SEC Form 17 - Q

During the year 2014, the Company has filed the following SEC quarterly
reports pursuant to Section 17 of SRC Rule 17 (2) (b) hereto attached as

Exhibit 3.
Date of Filing Quarter Ending
April 25, 2014 March 31, 2014
July 28, 2014 June 30, 2014
July 30, 2014 June 30, 2014 (Amended)
Qctober 30, 2014 September 30, 2014

Legal Proceedings and Pending Cases {See Exhibit 4)

Reports on SEC Form 17-C

Reports on SEC Form 17-C filed during the year ended December 31, 2014
are aftached together with this report as Exhibit 5:

Date Filed Description

January 16, 2014 An advisory on the resignation of Mr. Roland Van

Wiinen as member of the Board of Directors of the
Company

February 11, 2014 An advisory on the results of BOD meeting held on
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February 10, 2014

March 20, 2014

An advisory on the agenda, venue and time of the
annual meeting of the stockholders

May 23, 2014 An advisory on the resuits of HPI's Regular and
Annual Stockholders’ Meetings both held on May
16, 2014

July 7, 2014 An advisory on the results of BOD meeting held on

July 6, 2014

September 22, 2014

An advisory on the resignation of Mr. Ramon R. Del
Rosario as chairman and member of the board of
directors and Audit Committee of the Company

October 13, 2014

An advisory on the approval of the amendment of
the articles of incorporation and by-laws of the
Company

October 28, 2014

An advisory on the results of BOD meeting held on
October 27, 2014

December 5, 2014

An advisory on the attendance of directors and key
officers of the Company in a corporate governance
seminar
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SIGNATURES

Pursuant to the requirements of Section 17 of the Code and Section 141 of the Corporation Code, this
report is signed on behalf of the issuer by the undersigned; thereunto duly authorized, in the City of
Taguig on February 9, 2015.

By:

T ¢

Eduardo A. Sahagun Kristine N.L. Evangelfsta
President and Chief Executive Officer Corporate Secretary
Glenn A. Agustin Shnrley
Head, Group Controller Treasu
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the following documents:

Name Res. Cert. Date of Place of
Issuance Issuance

Holcim Philippines, Inc. 00206054 January 8, 2015 Taguig City

Name Passport No. Date of Place of

Issuance Issuance
Eduardo A. Sahagun EB1570570 December 15, 2010 Manila
Kristine N.L. Evangelista EB8978388 August 24, 2013 Manila
Glenn A. Agustin EB1083748 October 1, 2010 Manila
Shirley S. Go EB7455382 February 22, 2013 Manila
Notary Public
Doc. No. /28 :
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HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES
SDEX TO THE CONSOLIDATED DINANCIAL STATEMENTS AND SUPPLEMENTARY SCHEDULE

FORM 17-A

Consolidated Financial Statements Exhibit 1

Statement of Management's Respansibility for Conselidated Financial Statements
Independent Auditors’ Report
Consolidated Batance Sheets as of December 31, 2014 ard 2013

Consolidated Statements of Income
for cach of the three years in the period ended December 31, 2014

Consolidated Statements of Comprehensive Income
for each of the three years in the period ended December 31, 2014

Consolidated Statements of Changes in Equity
for each of the three years in the period ended December 31, 2014

Consolidated Statements of Cash Fiows
for each of the three years in the peried ended December 31, 2014

Notes to Consolidated Financial Statements

Soppiementary Schedules Exhibit 2

Independent Auditors’ Report on Supplementary Schedules
Supplementary Schedule of Retained Eamings Available for Dividend Declaration
Nlustration of relationships between the Company and its Ultimate Parent Company,
Middle Parent, and its Subsidiaries
Philippine Financial Reporting Standards and Interpretations Effective as of December 31, 2014
Schedule A. Financial Assets N/A
Schedule B. Amounts Receivable from Directors, Officers, Employees,
Schedule C. Amounts Receivable from Related Parties which are Eliminated
Schedule D. Intangible Assets - Other Assets

Schedule E. Long-Term Debt N/A
Schedule F. Indebiedness to Related Parties N/A
Schedule G. Guarantees of Securities of Other Issuers N/A

Schedule H. Capital Stock
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Consolidated Financial Statements
For the years ended

December 31, 2014 and 2013
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Holcim Philippines, Inc. Phone +63 2 459 3333
- 7th Floor Two World Square Fax +63 2 459 4444
H 0 ICI m McKinley Hill, Fort Bonifacio www.holcim.com
Taguig City 1634
Philippines

February 9, 2015

SECURITIES AND EXCHANGE COMMISSION
SEC Building, EDSA Greenbhills
Mandaluyong City

STATEMENT OF MANAGEMENT’S RESPONSIBILITY FOR
CONSOLIDATED FINANCIAL STATEMENTS

The management of Holcim Philippines, Inc. and Subsidiaries (collectively referred to as “the
Company™) is responsible for the preparation and fair presentation of the consolidated financial
statements as at December 31, 2014 and 2013 and for each of the three years in the period ended
December 31, 2014, including the additional components attached therein, in accordance with
Philippine Financial Reporting Standards.  This responsibility includes designing and
implementing internal controls relevant to the preparation and fair presentation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error,
selecting and applying appropriate accounting policies, and making accounting estimates that are
reasonable in the circumstances.

The Board of Directors reviews and approves the consolidated financial statements and submits
the same to the Stockholders.

SyCip Gorres Velayo & Co., the independent auditors appointed, by the Stockholders has
examined the consolidated financial statements of the Company in accordance with Philippine
Standards on Auditing, and in its report to the stockholders, has expressed its opinion on the
fairness of presentation upon completion of such examination.
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INDEPENDENT AUDITORS’ REPORT

The Stockholders and the Board of Directors
Holeim Philippines, Inc.

7th Floor, Two World Square

McKinley Hill, Fort Bonifacio

Taguig City

We have audited the accompanying consolidated financial statements of Holcim Philippines, Inc.

and its subsidiaries, which comprise the consolidated balance sheets as at December 3 1,2014 and
2013, and the consolidated statements of income, statements of comprehensive income, statements of
changes in equity and statements of cash flows for each of the three years in the period ended
December 31, 2014, and a summary of significant accounting policies and other explanatory
information,

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Philippine Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consclidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material miisstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the enfity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accountin g
estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of Holcim Philippines, Inc. and its subsidiaries as at December 31, 2014 and 2013,
and their financial performance and cash flows for each of the three years in the period ended
December 31, 2014 in accordance with Philippine Financial Reporting Standards.

SYCIP GORRES VELAYO & CQ.

Catherine E. Lopez

Partner

CPA Certificate No. 86447

SEC Accreditation No. 0468-AR-2 (Group A),
February 14, 2013, valid until February 13, 2016

Tax Identification No. 102-085-855
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HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

December 31

2014 2013
{Inr Thousards}

ASSETS
Current Assets
Cash and cash equivalents (Note 4) B2,698,207 P2,149,104
Trade and other receivables (Notes 5 and 25) 2,259,205 1,780,821
Inventories (Note 6) 3,757,521 3,018,593
Other current assets {Note 7) 615,841 739,638
Total Current Assets 9,330,774 7,688,156
Noncurrenf Assets
Investments (Notes 9} 4,559 4,559
Property, plant and equipment - net (Note 10) 17,604,436 17,093,454
Goodwill (Note 11) 2,635,738 2,635,738
Intangible assets - net (Note 11) 795,579 268,880
Deferred income tax assets - net (Note 26) 271,029 255,377
Other noncurrent assets (Notes 12 and 28) 264,571 280,364
Total Noncurrent Assets 21,575,912 20,538,372
TOTAL ASSETS 230,906,686 P28,226,528
LIABILITIES AND EQUITY
Current Liabilities
Notes payable (Notes 13 and 25) £2,100,105 P893,000
Trade and other payables (Motes 14 and 25) 5,603,991 4,958,829
Income tax payable (Note 26) 345,531 222616
Total Current Liabilities 8,049,627 6,074,445
Noncurrent Liabilities
Retirement benefit Hability {Note 27) 582,924 497373
Provisions (Note 17} 180,606 176,950
Deferred income tax Liabilities - net {(Note 26) 653 1,433
Total Noncurrent Liabilities 764,183 675,756
TFotal Liabilities 8,813,810 6,750,201
Equity
Capital stock (Note 18) 6,452,099 6,452,099
Additional paid-in capital 8,476,002 8,476,002
Other reserves (Note 18) 3,774 -
Remeasurement foss on retirement benefits - net (Note 27) (174,986) (161,351)
Reteined earnings (Note 18) 7,326,592 6,697,884
Equity Atiributable to Equity Holders of the Parent Company 22,083,481 21,464,634
Noncontrolling Interest 9,395 11,693
Total Equity 22,092,876 21476,327
TOTAL LIABILITIES AND EQUITY 230,906,680 28,226,528

See accompanying Notes o Consolidated Financial Statements.
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HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

Years Ended December 31
2014 2013 2012
{In Thousands, Except Per Share Amounts)
REVENUES (Note 28) B32,048,659 P28,893,369 B27,158,997
COST OF SALES {Note 19) 23,597,880 21,616,470 20,390,619
GROSS PROFIT 9,058,779 7,876,899 6,768,378
General and administrative expenses (Note 20) {1,326,503) (1,245,172) (1,285,379}
Selling expenses {(Note 21) (501,542) (502,003) {435,347
Interest and financing charges (Notes 13, 24 and 25) (43,670) {5,099) (55,017
Interest and other financial income (Notes 4 and 12) 13,029 29,474 19,981
Foreign exchange gains (losses) - net
(Notes 15 and 16} 1,964 (1,694 8,763
Equity in losses of & joint venture (MNote 8) - - {13,359)
Gain on sale of investment in joint venture (Note 8) - 150,297 -
Others - net (Note 24) 105,169 100,162 188,210
INCOME BEFORE INCOME TAX 7,299,226 6,402,864 5,196,230
PROVISION FOR INCOME TAX (Note 26)
Current - 2,163,334 1,858,292 1,687,249
Deferred {(10,611) {14,788) (113,263)
2,152,723 1,843,504 1,573,986
NET INCOME 5,146,503 4,559,360 P3,622,244
Attributable to:
Equity holders of the Parent Company P5,145,178 P4,558,592 B3,621,171
Noncontrolling interest 1,325 768 1,073
5,146,503 P4,559,360 3,622,244
Basic/Diluted Earnings Per Common Share of Net
Income Atiributable to Equity Holders of the
Parent Company (Note 29) B{.80 .71 P0.56

See accompanying Nates to Consolidated Financial Statements.
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HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

2014 2013 2012
{In Thousands}
NET INCOME 5,146,503 P4,559,360 $3,622,244
OTHER COMPREHENSIVE INCOME
Other comprehensive loss to be reclassified to profit or
loss in subsequent periods:
Share in net losses on change in fair value of
available-for-sale financial assets of a joint
venture (Note 8) - - (2,173
Amounts transferred to profit or foss upon sale of
investment in joint venture (Note 8) — {13,481) -
Net other comprehensive loss to be reclassified to profit
or loss in subsequent periods - (13,481) (2,173)
Other comprehensive loss not to be reclassified to profit
or loss in subsequent periods:
Remeasurement loss on retirement benefits
{Note 27) {19,396) (113,744) (117,226)
Income tax effect 5,819 34,124 35,168
(13,577) (79,620) (82,058)
Other reserves 3,774 - —
Net other comprehensive loss not to be reclassified to
profit or loss in subsequent periods {9,803) {79,620) (82,058)
(9,803) (93,101) (84,231)
TOTAL COMPREHENSIVE INCOME P5,136,700 £4,466,259 73,538,013
Attributable to:
Equity holders of the Parent Company B5,135,317 B4,465,684 B3,537,074
Noncontrolling interest 1,383 375 939
P5,136,700 P4,466,259 P3,538,013

See accompanying Notes to Consolidated Financial Statements.
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HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31

2014 2013 2012
{In Thousands)
CASH FLLOWS FROM OPERATING ACTIVITIES
Income before income tax £7,299,226 26,402,864 73,196,230
Adjustments for:
Depreciation, amortization and depletion
(Notes 10, 13 and 23) 1,422,604 1,475,647 1,474,839
Increase in retirement benefit liability 66,155 21,330 17,346
Interest and financing charges (Note 24) 43,670 5,099 55,017
Provision for probable losses (Note 17) 43,632 - -
Interest and other financial income (Notes 4 and 12) (13,029} {29,474) €19,981)
Loss {gain} on sale of property, ptant and equipment
{Note 24) (12,305) 31,386 {19,831)
Provisions for (reversal of) site restoration costs
(Note 17) 11,754 {7,355) 14,897
Unrealized foreign exchange losses {gains) - net (5,260) 0,048 (4,478)
Equity in net losses of a joint venture (Note 8) - - 13,359
(ain on sale of investment in joint venture (Note 8) - (150,297) -
Dividend income - - (2)
Income before working capital changes 8.856,447 7,758,248 6,727,396
Decrease (increase} in:
Trade and other receivables (479,938) 187,939 {366,240}
Inventories (770,302) (737,370) {381,980)
Other current assets 120,274 (184,746) (182,473)
Increase (decrease} in:
Trade and other payables 653,613 595,102 977,934
Other provisions (49,172) - 11,355
Net cash generated from operations 8,330,922 7,619,173 6,785,992
Income taxes paid, including creditable withhoiding taxes (2,036,896) (2,092,316) (1,192,913)
Net cash provided by operating activities 6,294,026 5,526,857 5,593,079
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to property, plant and equipment (Note 10) (1,894,139) (2,564,689} {1,549,615)
Additions to intangible assets (Note 11) (544,902) (58,459) {29,205)
Proceeds from sale of property, plant and equipment 22,435 38,066 30,263
Additional investment in available-for-sale financial assets
(Note 9) - - {2,000)
Proceeds from sale of investment in joint venture (Note 8} - 475,500 -
Interest received 13,029 29,474 19,981
Dividends received (Note 8) - - 2
Decrease {increase) in other noncurrent assets 15,793 {14,380) 89,536
Net cash used in investing activities (2,387,784) (2,094,488) {1,441,036)

{Forward)
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Years Ended December 31

2014 2013 2012
(In Thousands)

CASH FLOWS FROM FINANCING ACTIVITIES
Payments of:

Cash dividends (Note 18) (B4,520,151) (B3,548.,655) (81,613,023

Notes payable (Notes 13 and 25) (3,992,895 (1,450,000} (2,000,000)

Long-term debt - - (980,000)

Interest and financing charges (43,670) (8,869) (54,141}
Proceeds from availment of notes payable (Note 13) 5,200,000 2,343,000 1,000,000
Nei cash used in financing activities (3,356,7186) {2,664,524) (3,647,166)
EFFECT OF EXCHANGE RATE CHANGES

ON CASH AND CASH EQUIVALENTS {423) 2,877 (5,542)
NET INCREASE IN CASH AND CASH

EQUIVALENTS 549,103 770,722 499135
CASH AND CASH EQUIVALENTS AT BEGINNING

OF YEAR 2,149,104 1,378,382 879,047
CASH AND CASH EQUIVALENTS AT END

OF YEAR (Note 4) £2,698,207 2,149,104 P1,378,382

See accompanying Notes fo Consolidated Financial Statements.

RSN IRSTREER



HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Information

Holcim Philippines, Inc. (HPI or the “Parent Company™) and all of its subsidiaries {collectively
referred to as the “Company™), except Wellborne International Group Limited (WEB), were
incorporated in the Philippines and registered with the Philippine Securities and Exchange
Commission {(SEC). Following are the subsidiaries and the respective percentages of ownership
as of December 31, 2014 and 2013;

Percentape of Ownership

2014 2013
Direct Indirect Direct indirect
Excel Concrete Logistics, Inc, (ECL1) 1640.00 - 100.00 -
WEB ® 100.00 - 100.00 -
Holeim Philippines Business Services Center,

Inc. (HPBSCH® 100.00 - - -
Hubb Stores and Services, Inc. {HSSI)® 100.00 - - -
Holeim Philippines Manufacturing

Corporation (HPMC) 99,62 - 99.62 -
Holcim Mining and Development Corporation

{HMDCY} 74.29 25.61 100.60 -
Mabini Grinding Miil Corperation (Mabini) 12.00 £8.00 12.60 88.00
Holcim Resources and Development

Corporation (HRDC) ™ - 160.00 - 100.00
Luck?_( One Realty Ventures, Inc. (LORVI) ®

? - 160.00 - -
Alsons Construction Chemicals, Inc. {Alchem)

@0 - 99.62 - 99.62
Bulkcem Philippines, Inc. (BPI) @ - 59.62 - 99.62
Calamba Aggregates Co., Inc.

(CACT) ® - 99.62 - 99.62

(a} A company incorporated in British Virgin Islands
(b} Incorporated on February 4, 2014

(¢} Incorporated on June 2, 2014

(d) A subsidiary of WEB

(e} Ceased commercial aperations since 2004

(1 Wholly owned subsidiaries of HPMC

(g} In the process of liquidation

(h)  Wholly owned subsidiary of HMDC

(i) Acquired on July 28, 2614

The Parent Company, Mabini and HPMC manufacture and distribute cement products
domestically and also for export. The principal activities of the other subsidiaries are as follows:

Name of Subsidiaries Principal Activities

WEB Investment holding in Mabini

ECLI Distribution of concrete and cement products

Alchem Manufacture, use and sale of all kinds of admixtures

BPI and LORVI Purchase, lease and sale of real properties

HRDC, HMDC and CACI Mining, processing and sale of quarry resources

HPBSECI Business process outsourcing and other information
technology enabled services

HSSI Retail of construction or building materials
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The plant sites of the Parent Company are in Davao City and provinces of La Union and Bulacan
while the plant sites of Mabini and HPMC are in the provinces of Batangas and Misamis Oriental,
respectively. The registered office address of the Parent Company is 7th Floor, Two World
Square, McKinley Hill, Fort Bonifacio, Taguig City.

The Parent Company is majority-owned by Union Cement Holdings Corperation (UCHC), a
company incorporated in the Philippines. The Philippine-demiciled ultimate parent company of
HPI is Clinco Corporation (Clinco).

The consolidated financial statements were reviewed and recommended for approval by the Audit
Committee on February 9, 2015. The same were approved for issuance by the Board of Directors
(BOD)Y on February ¢, 2015,

Summary of Significant Accounting Policies and Financial Reporting Practices

Basis of Preparation

The consolidated financial statements have been prepared on a historical cost basis, except for
derivative financial instruments and available-for-sale (AFS) financial assets that have been
measured at fair value,

The consolidated financial statements are presented in Philippine peso (Peso), the Parent
Company’s functional currency. All values are rounded to the nearest thousand, unless otherwise
indicated,

Statement of Compliance
The consolidated financial statements of the Company have been prepared in accordance with
Philippine Financial Reporting Standards (PFRS).

Principles of Consolidation

The consolidated financial statements comprise the financial statements of the Parent Company
and entities controlled by the Parent Company (its subsidiaries) as at December 31 of each year.
Control is achieved when the Company is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over the
investee. Specifically, the Company controls an investee if and only if the Company-has all the
following:

» Power over the investee (i.e., existing rights that give it the current ability to direct the
relevant activities of the investee);

= Exposure, or rights, to variable returns from its involvement with the investee; and,

» The ability to use its power over the investee to affect its returns.

When the Company has less than a majority of the voting rights of an investee, the Company
considers all relevant facts and circumstances in assessing whether it has power over the investee,
including:

»  Any contractual arrangement with the other vote holders of the investee

= Rights arising from other contractval arrangements
» The Company’s voting rights and potential voting rights

LT
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The Parent Company reassesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control.

Subsidiaries are fully consolidated from the date the Company obtains control, and continue to be
consolidated until the date when such control ceases. Specifically, income and expenses of a
subsidiary acquired or disposed of during the year are included in the consolidated statement of
income from the date the Company gains control until the date when the Company ceases to
control the subsidiary.

The financial statements of the subsidiaries are prepared for the same reporting pericd as the
Parent Company, using consistent accounting policies. All intra-group balances, transactions and
gains and losses resulting from intra-group transactions and dividends are eliminated in full.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the
equity holders of the Parent Company and to the noncontrofling interests, even if this resulis in the
noncontrolling interests having a deficit balance.

A change in the ownership interest in a subsidiary, without a loss of control, is accounted for as an
equity transaction. When the Company loses control of a subsidiary, it:

* Derecognizes the assets (including goodwill) and liabilities of the subsidiary

* Derecognizes the carrying amount of any noncentrolling interests

* Derecognizes the cumuiative translation differences recorded in equity

» Recognizes the fair value of the consideration received

» Recognizes the fair value of any investment retained

" Recognizes any surplus or deficit in profit or loss

»  Recognizes the Parent Company’s share of components previously recognized in OCI to profit
or loss or retained earnings, as appropriate, as would be required if the Parent Company has
directly disposed of the related assets or liabilities.

Changes in Accounting Policies

The accounting policies adopted are consistent with those of the previous financial year except for
the adoption of the following amendments and Philippine Interpretations based on the
interpretations of the International Financial Reporting Standards Interpretations Committee
(IFRIC) effective beginning January 1, 2014.

» Amendments to PFRS 10, “Consolidated Financial Statements”, PFRS 11, “Joint
Arrangements™ and PAS 27, “Separate Financial Statements™: Investment Entities

These amendments provide an exception to the consolidation requirement for entities that
meet the definition of an investment entity under PFRS 10. The exception to consolidation
requires investment entities to account for subsidiaries at fair value through profit or foss. The
amendments must be applied retrospectively, subject to certain tramsition relief. These
amendments have no impact to the Company since none of the entities in the Company
qualifies to be an investment entity under PFRS 10.

*  Amendments to PAS 32, “Financial Instruments: Presentation - Offsetting Financial Assets
and Financial Liabilities”

These amendments clarify the meaning of ‘currently has a legally enforceable right to set-off’
and the criteria for non-simultaneous seftlement mechanisms of clearing houses to qualify for

(RN RN



-4-

offsetting and are applied retrospectively. These amendments have no impact on the Company
since the Company has no offsetting arrangements.

PAS 39, “Financial Instruments: Recognition and Measurement - Novation of Derivatives and
Continuation of Hedge Accounting”

These amendments provide relief from discontinuing hedge accounting when novation of a
derivative designated as a hedging instrument meets certain criteria and reirospective
application is required. These amendments have no impact on the Company’s financial
position or performance.

Amendments to PAS 36, “Impairment of Assets - Recoverable Amount Disclosures for
Nonfinancial Assets”

These amendments remove the unintended consequences of PFRS 13, “Fair Value
Measurement”, on the disclosures required under PAS 36. In addition, these amendments
require disclosure of the recoverable amounts for assets or cash-generating units (CGUs) for
which impairment loss has been recognized or reversed during the period. The adoption of
these amendments has no impact on the disclosure in the Company’s consolidated financial
statements.

Philippine Interpretation IFRIC 21, “Levies”

IFRIC 21 clarifies that an entity recognizes a liability for a levy when the activity that triggers
payment, as identified by the relevant legislation, occurs. For a levy that is triggered upon
reaching a minimum threshold, the interpretation clarifies that no liability should be
anticipated before the specified minimum threshold is reached. Retrospective application is
required for IFRIC 21. This interpretation has no impact on the Company as it has applied the
recognition principles under PAS 37, “Provisions, Contingent Liabilities and Contingent
Assets”, in prior years consistent with the requirements of IFRIC 21.

Annual Improvements to PFRSs (2010-2012 cycle)

In the 2010 — 2012 annual improvements cycle, seven amendments to six standards were
issued, which included an amendment to PFRS 13, “Fair Value Measarement”, The
amendment to PFRS 13 is effective immediately and it clarifies that short-term receivables
and payables with no stated interest rates can be measured at invoice amounts when the effect
of discounting is immaterial. This amendment has no material impact on the Company.

Annual Improvements to PFRSs (2011-2013 cycle)

In the 2011 — 2013 annual improvements cycle, four amendments to four standards were
issued, which included an amendment to PFRS 1, “First-time Adoption of Philippine Financial
Reporting Standards”. The amendment to PFRS 1 is effective immediately. It clarifies that an
entity may choose to apply either a current standard or a new standard that is not yet
mandatory, but permits early application, provided either standard is applied conmsistently
throughout the periods presented in the entity’s first PFRS financial statements. This
amendment has no impact on the Company as it is not a first time PFRS adopter.

ARG TR
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New Accounting Standards, Amendments to Existing Standards
and Interpretations Effective Subsequent to December 31, 2014

The standards, amendments and interpretations which have been issued but not yet effective as at
December 31, 2014 are disclosed below. Except as otherwise indicated, the Company does not
expect the adoption of the applicable new and amended PFRS to have a significant impact on the
financial position or performance.

PFRS 9, “Financial Instruments: Classification and Measurement”

PFRS 9 (2010 version) reflects the first phase on the replacement of PAS 39 and applies to the
classification and measurement of financial assets and liabilities as defined in PAS 39.
PFRS 9 requires all financial assets to be measured at fair value at initial recognition. A debt
financial asset may, if the fair value option (FVQ) is not invoked, be subsequently measured at
amortized cost if it is held within a business mode! that has the objective to hold the assets to
collect the contractual cash flows and its contractual terms give rise, on specified dates, to
cash flows that are solely payments of principal and interest on the principal outstanding. All
other debt instruments are subsequently measured at fair value through profit or loss, All
equity financial assets are measured at fair value either through OCI or profit or loss. Equity
financial assets held for trading must be measured at fair value through profit or loss. For
FVO liabilities, the amount of change in the fair value of a liability that is attributable to
changes in credit risk must be presented in OCI. The remainder of the change in fair value is
presented in profit or loss, unless presentation of the fair value change in respect of the
liability’s credit risk in OCI would create or enlarge an accounting mismatch in profit or loss.
All other PAS 39 classification and measurement requirements for financial liabilities have
been carried forward into PFRS 9, including the embedded derivative separation rules and the
criteria for using the FVO. The adoption of the first phase of PFRS 9 will have an effect on
the classification and measurement of the Company’s financial assets, but will potentially
have no impact on the classification and measurement of financial liabilities.

PFRS 9 (2010 version) is effective for annual periods beginning on or after January 1, 2015.
This mandatory adoption date was moved to January 1, 2018 when the final version of PFRS
9 was adopted by the Philippine Financial Reporting Standards Councit (FRSC). Such
adoption, however, is still for approval by the Board of Accountancy (BOA). The Company
will not opt o early adopt the standard.

Deferred

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

This interpretation covers accounting for revenue and associated expenses by entities that
undertake the construction of real estate directly or through subcontractors. The SEC and the
FRSC have deferred the effectivity of this interpretation vntil 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 when it becomes effective will not have
any impact on the consolidated financial statements of the Company.

(G FHRTINRIAER



-6 -

The following new standards and amendments were already adopted by the FRSC but are still for
approval by BOA,

Effective in 2013

Amendments to PAS 19, “Employeec Benefits - Defined Benefit Plans: Employee
Contributions”

PAS 19 requires an entity to consider contributions from employees or third parties when
accounting for defined benefit plans. Where the contributions are linked to service, they
should be attributed te periods of service as a negative benefit. These amendments clarify that,
if the amount of the contributions is independent of the number of years of service, an entity is
permitted to recognize such contributions as a reduction in the service cost in the period in
which the service is rendered, instead of allocating the contributions to the periods of service.
This amendment is effective for annual periods beginning on or after Janvary 1, 2015. It is not
expected that this amendment would be relevant to the Company, since the Company’s
retirement plans are noncontributory.

Annual Improvements to PFRS (2010 to 2012 cycle)

The Annual Improvements to PFRSs (2010 to 2012 cycle) contain non-urgent but necessary
amendments to the following standards. These are effective for annual periods beginning on or
after January 1, 2015. Except as otherwise stated the Company does not expect these
amendments to have a significant impact on the consolidated financial statements.

»  PFRS 2, “Share-based Payment - Definition of Vesting Condition”

This improvement is applied prospectively and clarifies various issues relating to the
definitions of performance and service conditions which are vesting conditions, including:

* A performance condition must contain a service condition

= A performance target must be met while the counterparty is rendering service

= A performance target may relate to the operations or activities of an entity, or to those
of another entity in the same group

* A performance condition may be a market or non-market condition

» If the counterparty, regardless of the reason, ceases to provide service during the
vesting period, the service condition is not satisfied.

= PFRS 3, “Business Combinations - Accounting for Contingent Consideration in a
Business Combination”

The amendment is applied prospectively for business combinations for which the
acquisition date is on or after July 1, 2014, Tt clarifies that a contingent consideration that
is not classified as equity is subsequently measured at fair value through profit or loss
whether or not it falls within the scope of PAS 39. The Company shall consider this
amendment for future business combinations.
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PFRS 8, “Operating Segments - Aggregation of Operating Segments and Reconciliation
of the Total of the Reportable Segments” Assets to the Entity’s Assets”

The amendments are applied retrospectively and clarify that:

=  An entity must disclose the judgments made by management in applying the
aggregation criteria in the standard, including a brief description of operating
segments that have been aggregated and the economic characteristics (e.g., sales and
gross margins) used to assess whether the segments are ‘similar’.

»  The reconciliation of segment assets to total assets is only required to be disclosed if
the reconciliation is reported to the chief operating decision maker, simitar to the
required disclosure for segment liabilities.

PAS 16, “Property, Plant and Equipment: Revaluation Method - Proportionate
Restatemnent of Accumulated Depreciation”, and PAS 38, “Intangible Assets: Revaluation
Method - Proportionate Restatement of Accumulated Amortization™

The amendment is applied retrospectively and clarifies in PAS 16 and PAS 38 that the
asset may be revalued by reference to the observable data on either the gross or the net
carrying amount. In addition, the accumulated depreciation or amortization is the
difference between the gross and carrying amounts of the asset.

PAS 24, “Related Party Disclosures - Key Management Personnel”

The amendment is applied retrospectively and clarifies that a management entity, which is
an entity that provides key management personnel services, is a related party subject to
the related party disclosures. In addition, an entity that uses a management entity is
required to disclose the expenses incurred for management services, The amendments
will affect disclosures only and will have no impact on the Company’s financial position
or performance,

Annual Improvements to PFRS (2011 to 2013 cycle)

The Annual Improvements to PFRSs (2011 to 2013 cycle) contain non-urgent but necessary
amendments to the following standards. These are effective for annual periods beginning on
or after January 1, 2015. Except as otherwise stated, the Company does not expect these
amendments to have a significant impact on the consolidated financial statements.

PFRS 3, “Business Combinations - Scope Exceptions for Joint Arrangements™

The amendment is applied prospectively and clarifies the folowing regarding the scope
exceptions within PFRS 3:

= Joint arrangements, not just joint ventures, are outside the scope of PFRS 3.
»  This scope exception applies only to the accounting in the financial statements of the
joint arrangement itself.

PFRS 13, “Fair Value Measurement - Portfolio Exception”

The amendment is applied prospectively and clarifies that the portfolio exception in
PFRS 13 can be applied not only to financial assets and financial liabilities, but also to
other contracts within the scope of PAS 39.

(RGN A A



* PAS 40, “Investment Property”

The amendment is applied prospectively and clarifies that PFRS 3, and not the description
of ancillary services in PAS 40, is used to determine if the transaction is the purchase of
an asset or business combination. The description of ancillary services in PAS 40 only
differentiates between investment property and owner-occupied property (i.e., property,
plant and equipment).

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 reflects 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
only be used in very limited circumstances to amortize intangible assets. The amendments are
effective prospectively for annual periods beginning on or after January 1, 2016, with early
adoption permitted. These amendments are not expected to have any impact to the Company
given that the Company is not using a revenue-based method to depreciate its non-current
assets.

PAS 16, “Property, Plant and Equipment”, and PAS 41, “Agriculture - Bearer Plants”
(Amendments)

The amendments change the accounting requirements for biological 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 16 will apply. After
initial recognition, bearer plants will be measured under PAS 16 at accumulated cost (before
maturity) and using either the cost model or revaluation model (afier maturity). 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 fo sell. For government grants related to bearer
plants, PAS 20, “Accounting for Govermmeni Grants and Disclosure of Government
Assistance”, will apply. The amendments are retrospectively effective for annual periods
beginning on or after January 1, 2016, with early adoption permitted. These amendments are
not expected to have any impact to 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 ifs separate financial
statements will have to apply that change retrospectively. For first-time adopters of PFRS
electing to use the equity method in iis separate financial statements, they will be required to
apply this method from the date of transition to PFRS. The amendments are effective for
annual periods beginning on or after January 1, 2016, with early adoption permitted. These
amendments will not have any impact on the Company’s consolidated financial statements.
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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 or Joint
YVenture”

These amendments address an acknowledged inconsistency between the requirements in
PFRS 10 and those in PAS 28 in dealing with the sale or coniribution 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 2 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. These amendments are
effective from annual pericds beginning on or after January 1, 2016.

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

The amendments to PFRS 11 require that a joint operator accounting for the acquisition of an
interest in a joint operation, 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 joint control is
retained. In addition, a scope exclusion has been added to PFRS 11 to specify that the
amendments do not apply when the parties sharing joint control, including the reporting entity,
are under common control of the same ultimate controlling party.

The amendments apply to both the acquisition of the initial 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 Janwary 1, 2016, with early adoption
permitted.

PFRS i4, “Regulatory Deferral Accounts”

PFRS 14 is an optional standard that aflows 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 would not apply.

Annual Improvements to PFRSs (2012-2014 cycle)

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

» PFRS 5, “Non-current Assets Held for Sale and Discontinued Operations - Changes in
Methods of Disposal”

The amendment is applied prospectively and clarifies that changing from a disposal
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.
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« PFRS 7, “Financial Instruments: Disclosures - Servicing Contracts”

PFRS 7 requires an entity to provide disclosures for any continuing involvement in a
transferred asset that is derecognized in its entirety. The amendment clarifies that a
servicing contract that includes a fee can constitute continuing involvement in a financial
asset. An entity must assess the nature of the fee and arrangement against the guidance in
PFRS 7 in order to assess whether the disclosures are required. 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 peried in which the
entity first applies the amendments.

» PFRS 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 annuval report.

*  PAS 19, “Employee Benefits - Regional Market Issue 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 denominated,
rather than the country where the obligation is located. When there is no deep market for
high quality corporate bonds in that currency, government bond rates must be used.

= 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 inferim 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 commentary or risk report).

Effective in 2018

PFRS 9, “Financial Instruments - Hedge Accounting” and Amendments to PFRS 9, PFRS 7
and PAS 39

PFRS 9 (2013 version) already includes the third phase of the project to replace PAS 39 which
pertains to hedge accounting. This version of PFRS 9 replaces the rules-based hedge
accounting model of PAS 39 with a more principles-based approach. Changes include
replacing the rules-based hedge effectiveness test with an objectives-based test that focuses on
the economic relationship between the hedged item and the hedging instrument, and the effect
of credit risk on that economic relationship; allowing risk components to be designated as the
hedged item, not only for financial items but also for non-financial items, provided that the
risk component is separately identifiable and reliably measurable; and allowing the time value
of an option, the forward element of a forward contract and any foreign currency basis spread
to be excluded from the designation of a derivative instrument as the hedging instrument and
accounted for as costs of hedging. PFRS 9 also requires more extensive disclosures for hedge
accounting.
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PFRS 9 (2013 version) has no mandatory effective date. The mandatory effective date of
January 1, 2018 was eventually set when the final version of PFRS 9 was adopted by the
FRSC. The adoption of the final version of PFRS 9, however, is still for approval by BOA.

The adoption of PFRS 9 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 Company is currently assessing the impact of adopting this
standard.

The adoption of the third phase of the project is not expected to have any significant impact on
the Company’s consolidated financial statements.

PFRS 9, “Financial Instruments”

In July 2014, the final version of PFRS 9 was issued. PFRS 9 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 annunal periods beginning on or afier Jamuary 1,
2018, with early application permitted. Retrospective application 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 Company is currently assessing the
impact of adopting this standard.

The adoption of the other phases of the project is not expected to have any significant impact
ont the Company’s consolidated financial statements.

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 a2 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 to 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.

Amendments to International Accounting Standards (IAS) 1, “Presentation of Financial
Statements”

In December 2014, the IASB issued the amendments to IAS 1. The amendments include

narrow-focus improvements in five areas; namely, materiality, disaggregation and subtotals,
notes structure, disclosure of accounting policies and presentation of items of other
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comprehensive income arising from equily accounted investments. The amendments are
effective on or after January 1, 2016.

*  Amendments to IFRS 10, “Consolidated Financial Statements”, IFRS 12, “Disclosure of
Interests in Other Entities”, and IAS 28, “Investments in Associates and Joint Ventures”

In December 2014, the IASB issued Invesiment Entities: Applying the Consolidation
Exception (amendments to IFRS 10, IFRS 12 and IAS 28). The amendments address certain
issues that have arisen in applying the investment entities exception under IFRS 10. The
amendmentis are effective on or after January 1, 2016.

The Company is currently assessing the impact of IFRS 15 and the amendments to IAS | and
IFRS 10, TFRS 12 and IAS 28 and plans to adopt the new and amended standards on their required
effective dates once adopted locally.

Fair Value Measurement

Fair value is the pricé that would be received to sell an asset or paid to transfer a lability in an
orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

* In the principal market for the asset or liability, or
= Inthe absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their
economic best interest.

A fair value measurement of a nonfinancial asset takes into account a market participant's ability
to generate economic benefits by using the asset in its highest and best use or by selling il to
another market participant that would use the asset in its highest and best use.

The Company uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable
inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial
statements are categorized within the fair value hierarchy, described as follows, based on the
lowest fevel input that is significant to the fair value measurement as 2 whole:

v Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities

» Level 2 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable

* Level 3 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognized in the consolidated financial statements on a recurring
basis, the Company determines whether transfers have occurred between Levels in the hierarchy
by re-assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.
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For the purpose of fair value disclosures, the Company has determined classes of assets and
liabilities on the basis of the nature, characteristics and risks of the assets or liability and the level
of the fair value hierarchy.

Financial Assets and Liabilities

Date of Recognition. Financial assets and liabilities are recognized in the consolidated balance
sheet when the Company becomes a party to the contractual provisions of the instrument. All
regular way purchases and sales of financial assets are recognized on the trade date, which is the
date that the Company commits to purchase or sell the asset. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the period generally
established by regulation or convention in the marketplace. Derivatives are also recognized on a
trade date basis.

Initial Recognition of Financial Instruments. Financial assets and labilities are initially
recognized at fair value. Transaction costs are included in the initial measurement of all financial
assets and liabilities, except for financial instruments measured at FVPL.

Financial assets are classified into the following categories: financial assets at FVPL, loans and
receivables, held-to-maturity (HTM) investmenis and AFS financial assets. The Company
classifies its financial liabilities into financial liabilities at FVPL and other financial liabilities at
amortized cost. The classification depends on the purpose for which the investments were
acquired or liabilities incurred and whether they are quoted in an active market, The Company
determines the classification of financial instruments at initial recognition and where appropriate
and applicable, reevaluates this designation at every reporting date.

Financial instruments are classified as liability or equity in accordance with the substance of the
confractual arrangement. Interest, dividends, gains and losses relafing to a financial instrument or
a component that is a financial liability, are reported as expense or income. Distributions to
holders of financial instruments classified as equity are charged directly 1o equity, net of any
related income tax benefits.

“Day 1" Difference. Where the transaction price in a non-active market is different from the fair
value of other observable current market transactions in the same instrument or based on a
valuation technique whose variables include only data from observable market, the Company
recognizes the difference between the transaction price and fair value (“Day 17 difference) in the
consolidated statement of income under “Interest and other financial income™ or “Interest and
financing charges™ account unless it qualifies for recognition as some other type of asset. In cases
where data used are not observable, the difference between the transaction price and model value
is only recognized in the consolidated statement of income when the inputs become observable or
when the instrument is derecognized. For each fransaction, the Company determines the
appropriate method of recognizing the “Day 17 difference amount.

Financial Assets and Financial Liabilities at FVPL. Financial assets and financial liabilities at
FVPL include financial assets and liabilities held for trading purposes and financial assets and
liabilities designated upon initial recognition as at FVPL.

Financial assets and financial liabilities are classified as held for trading if they are acquired for
the purpose of selling and repurchasing in the near term. Derivatives (including separated
embedded derivatives) are also classified as held for trading unless they are designated as effective
hedging instruments or a financial guarantee contract.
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Financial assets and financial liabilities may be designated as at FVPL by management on initial
recognition when any of the following criteria are met:

» The designation eliminates or significantly reduces the inconsistent treatment that would
otherwise arise from measuring the assets or labilities or recognizing gains or losses on them
on-a different basis;

= The assets and liabilities are part of a group of financial assets, financial liabilities or both,
which are managed and their performance evaluated on a fair value basis, in accordance with a
documented risk management or investment strategy,

= The financial instrument contains an embedded derivative, unless the embedded derivative
does not significantly modify the cash flows or it is clear, with little or no analysis, that it
would not be separately recorded.

Financial assets and financial liabilities at FVPL are recorded in the consolidated balance sheet at
fair value. Changes in fair value are recorded as part of “Foreign exchange gains (losses) - net” in
the consolidated statement of income. Interest earned or incurred is recorded in interest income or
expense, respectively, while dividend income is recorded separately in the consolidated statement
of income when the right of the payment has been established.

Included under this classification are the Company’s bifurcated embedded currency forward
derivatives.

Derivative Financial Instruments and Hedge Accounting

The Company uses derivative financial instruments such as cross-currency swaps to hedge its risks
associated with interest rate and foreign currency fluctuations. Derivative financial instruments
(including bifurcated embedded derivatives) are initially recognized at fair value at the date when
they are entered into and are subsequently remeasured at fair valuve. Derivatives are carried as
assets when the fair value is positive and as Habilities when the fair value is negative.

Any gains or losses arising from changes in fair value of derivatives that do not qualify for hedge
accounting are recognized directly in the consolidated statement of income.

For purposes of hedge accounting, derivatives can be designated either as cash flow hedges or fair
value hedges depending on the type of risk exposure it hedges.

At the inception of a hedge relationship, the Company formally designates and documents the
hedge relationship to which the Company wishes to apply hedge accounting and the risk
management objective and strategy for undertaking the hedge. The documentation includes
identification of the bedging instrument, the hedged item or transaction, the nature of the risk
being hedged and how the entity will assess the hedging instrument’s effectiveness in offsetting
the exposure to changes in the hedged item’s cash flows attributable to the hedged risk. Such
hedges are expected to be highly effective in achieving offsetting changes in cash flows and are
assessed on an ongoing basis to determine whether they have been actually highly effective
prospectively and retrospectively throughout the financial reporting periods for which they were
designated.

Cash Flow Hedges. Cash flow hedges are hedges of exposures to variability in cash flows that are
attributable to a particular risk associated with a recognized asset, fiability or a highly probable
forecast transaction and could affect profit or loss. Changes in the fair value of a hedging
instrument that qualifies as a highly effective cash flow hedge are recognized as OCI, while any
hedge ineffectiveness is immediately recognized in the consolidated statement of income under
“Others - net” account.
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Amounts faken to OCI are transferred to the consclidated statement of income when the hedged
transaction affects profit or loss, such as when the hedged financial income or financial expense is
recognized or when a forecast sale or purchase occurs. Where the hedged item is the cost of a
nonfinancial asset or liability, the amounts taken to OCI are transferred to the initial carrying
amount of the nonfinancial asset or liability.

If the forecast transaction is no longer expected to occur, amounts previously recognized in OCI
are transferred to profit or loss. If the hedging instrument expires or is soid, terminated or
exercised without replacement or rollover, or if its designation as a hedge is revoked, amounts
previously recognized in other comprehensive income shall remain in OCI until the forecast
fransaction occurs. If the related transaction is not expected to occur, the amount is taken to profit
or loss.

Embedded Derivatives. An embedded derivative is separated from the host contract and
accounted for as a derivative if all of the following conditions are met: a)the economic
characteristics and risks of the embedded derivative are not closely related to the economic
characteristics and risks of the host contract; b) a separate instrument with the same terms as the
embedded derivative would meet the definition of a derivative; and c) the hybrid or combined
instrument is not recognized at FYPL. The Company assesses whether embedded derivatives are
required to be separated from the host contracts when the Company first becomes a party to the
contract. Reassessment of embedded derivatives is only performed when there are changes in the
contract that significantly modifies the cash flows that otherwise would be required under the
contract.

The Company’s embedded derivatives comprise of bifurcated embedded currency forwards from
purchase orders.

Loans and Receivables. Loans and receivables are nonderivative financial assets with fixed or
determinable payments that are not quoted in an active market. They are not entered into with the
intention of immediate or short-term resale and are not classified as at FVPL nor designated as
AFS financial assets or HTM investments.

After initial recognition, loans and receivables are subsequently measured at amortized cost using
the effective interest rate method, less allowance for impairment, if any. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees and costs that
are integral part of the effective interest rate. The amortization is included in the “Interest and
other financial income” account in the consolidated statement of income. The losses arising from
impairment are recognized as provision for doubtful accounts in the consolidated statement of
income. Loans and receivables are classified as current assets if maturity is within 12 months
from the balance sheet date. Otherwise, these are classified as noncurrent assets.

Included under this category are the Company’s cash and cash equivalents, trade and other
receivables, advances to employees included under “Other current assets” and gnarantee deposits
and restricted cash included under “Other noncurrent assets”.

HTM mvestments. Quoted nonderivative financial assets with fixed or determinable payments and
fixed maturity are classified as HTM investments when the Company has the positive intention
and ability to hold to maturity, Investments intended to be held for an undefined period are not
included in this classification. HTM investments are subsequently measured at amortized cost.
This cost is computed as the amount initially recognized minus principal repayments, plus or
minus the cumulative amortization using the effective interest rate method of any difference
between the initially recognized amount and the maturity amount less allowance for impairment.
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For investments carried at amortized cost, gains and losses are recognized in the consolidated
statement of income when the investment are derecognized or impaired, as well as through the
amortization process. Where the Company sells other than an insignificant amount of HTM
investments, the entire category will be tainted and reclassified as AFS financial assets. Assets
under this category are classified as current assets if maturity is within 12 months from balance
sheet date and as noncurrent if maturity is more than a year from balance sheet date.

The Company has no investments classified as HTM investments as at December 31, 2014 and
2013.

AFS Financial Assets. AFS financial assets are nonderivative financial assets that are designated
as AFS or are not classified in any of the three preceding categories. They are purchased and held
indefinitely and may be sold in response to liquidity requirements or changes in market conditions.

After initial recognition, AFS financial assets that are quoted in an active market are carried at fair
value. The unrealized gains and losses arising from the change in fair value of AFS financial
assets are recognized in OCl and credited in the AFS reserve unless the investment is
derecognized, at which time the cumulative gain or loss is recognized in other operating income,
or the investment is determined to be impaired, when the cumulative loss is reclassified from the
AFS reserve to the consolidated statement of income in finance costs. These financial assets are
classified as noncurrent assets unless the intention is to dispose such assets within 12 months from
balance sheet date.

The Company classified its investments in quoted and unquoted ordinary shares of stocks of
various companies and club shares as AFS financial assets.

Other Financial Liabilities. Financial liabilities are classified in this category if they are not held
for trading or not designated as at FVPL upon the inception of the liability, Other financial
liabilities which include notes payable and trade and other payables are initially recognized at fair
value of the consideration received less directly attributable transaction costs. After initial
recognition, other financial liabilities are subsequently measured at amortized cost vsing the
effective interest rate method. Amortized cost is calculated by taking into account any related
issue costs, discount or premium. Gains and losses are recognized in the consolidated statement of
income when the liabilities are derecognized, as well as through the amortization process.

Financial liabilities are classified as current liabilities if these are expected to be paid or settled
within 12 months after the balance sheet date. Otherwise, these are classified as noncurrent
liabilities.

Impairment of Financial Assets

The Company assesses at each balance sheet date whether a financial asset or group of financial
assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and
only if, there is an objective evidence of impairment as a result of one or more events that has
ocecurred after the initial recognition of the asset {(as incurred “loss event™) and that loss event has
an impact on the estimated future cash flows of the financial asset or the group of financial assets
that can be reliably estimated. Objective evidence of impairment may include indications that the
debtors or group of debtors is experiencing significant financial difficuity, default or delinquency
in interest or principal payments, the probability that they will enter bankruptcy or other financial
reorganization and where observable data indicate that there is a measurable decrease in the
estimated future cash flows, such as changes in arrears or economic conditions that correlate with
default.

AGEE R MR



-17-

Assets Carried at Amortized Cost. The Company first assesses whether objective evidence of
impairment exists individually for financial assets that are individually significant, and
individually or collectively for financial assets that are not individually significant.

If it is determined that no objective evidence of impairment exists for an individually assessed
financial asset, whether significant or not, the asset is included in a group of financial assets with
similar credit risk characteristics and that group of financial assets is collectively assessed for
impairment. Assets that are individually assessed for impairment and for which an impairment
loss is or continues to be recognized are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss on loans and receivables carried at amortized
cost has been incurred, the amount of the loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at the financial asset’s original effective interest
rate (i.e., the effective interest rate computed at initial recognition). The carrying amount of the
asset is reduced through the use of an allowance account. The amount of loss is recognized in the
consolidated statement of income. The assets together with the associated allowance are written
off when there is no realistic prospect of future recovery and all collateral has been realized or has
been transferred to the Company.

If, in a subsequent period, the amount of the estimated impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment was recognized, the
previously recognized impairment loss is reversed. Any subsequent reversal of an impairment
loss is recognized in the consolidated statement of income, o the extent that the carrying value of
the asset-does not exceed its amortized cost at the reversal date.

AFS Financial Asseis. The Company assesses at each reporting date whether there is objective
evidence that an AFS financial asset or a group of AFS financial assets is impaired. For equity
investments classified as AFS financial assets, objective evidence of impairment would include a
significant or prolonged decline in fair value of the investments below its cost. Significant decline
in fair value is evaluated against the original cost of investment, while prolonged decline is
assessed against the periods in which the fair value has been below its original cost. Where there
is evidence of impairment, the cumulative loss, measured as the difference between the acquisition
cost and the current fair value, less any impairment loss on that financial asset previously
recognized in the consolidated statement of income, is removed from OCI and recognized in the
consolidated statement of income. Impairment losses on equity investments are not reversed in

the consolidated statement of income, Increases in fair value after impairment are recognized in
OCl.

Derecognition of Financial Assets and Liabilities
Financial Assets. A financial asset {(or, where applicable a part of a financial asset or part of a
group of similar financial assets) is derscognized when:

= the contractual right to receive cash flows from the asset has expired,

» the Company retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a “pass-through”
arrangement; or

» the Company has transferred its rights to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of ownership of the asset, or (b) has neither
transferred nor retained substantially all the risks and rewards of ownership of the asset, but
has transferred control of the asset.
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Where the Company has transferred its righis to receive cash flows from an asset or has entered
into a pass-through arrangement, it evaluates if and to what extent it has retained the risks and
rewards of ownership. When it has neither transferred nor retained substantiaily all the risks and
rewards of ownership of the asset, nor transferred control of the asset, the asset is recognized to
the extent of the Company’s continuing involvement in the asset. In this case, the Company also
recognizes an associated liability. Continuing involvement that takes the form of a guarantee over
the transferred asset is measured at the lower of the original carrying amount of the asset and the
maximum amount of consideration that the Company could be required to pay.

Financial Liabilities. A financial liability is derecognized when the obligation under the liability
is discharged, is cancelled or has expired.

When an existing financial liability is replaced by another from the same lender on substantizally
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and the recognition of a new
liability. The difference in the respective carrying amounts is recognized in the consolidated
statement of income.

Offsetting Financial Instruments

Financial assets and financial liabilities are offset and the net amount is reported in the
consolidated balance sheet if, and only if, there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the asset and
settle the Hability simultaneously.

Cash and Cash Equivalents

Cash includes cash on hand and in banks. Cash equivalents are short-term, highly liquid
investments that are readily convertible to known amounts of cash with original maturities of three
months or less from the date of acquisition and that are subject to an insignificant risk of change in
value. Cash and cash equivalents excludes any restricted cash (presented as part of “Other
noncurrent assets™) that is not available for use by the Company and therefore is not considered
highly liquid, such as cash set aside to cover rehabilitation obligations.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of
cash and cash equivalents as defined above.

Inventories
Inventories are valued at the lower of cost or net realizable value (NRV). Costs incurred in
bringing each inventory to its present location and conditions are accounted for as follows:

Finished goods and goads in process - determined using the moving average method;
cost includes direct materials, direct labor and
a proportion of manufacturing overhead costs.

Raw materials, fuel, spare parts and others - determined using the moving average method;
cost includes purchase price and other costs
incurred in bringing these imventories to their
present location or condition.

The NRV of finished goods and goods in process inventories is the selling price in the ordinary

course of business, less estimated costs to complete the product and make the sale. The NRV of
raw materials, fuel and spare parts and other inventories is the current replacement cost.
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Other Current Assets

Other current assets mainly include advances to suppliers and prepaid expenses. These are
amounts paid in advance for goods or services that are yet to be delivered and from which future
economic benefits are expected to flow to the Company within the normal operating cycle or
within 12 months from the balance sheet date. They are initially measured at the amount paid in
advance by the Company for the purchase of goods and services and are subsequently decreased
by the amount of expense incurred.

Investments in an Associate

The Company has a 28% equity interest in Asia Coal Corporation (Asia Coal), an associate. Asia
Coal was incorporated in the Philippines but has ceased operations since November 1, 2004, An
associate is an entity over which the Company has significant influence. Significant influence is
the power to participate in the financial and operating policy decisions of the investee, but has no
control or joint control over those policies.

The considerations made in determining significant influence or joint control are similar to those
necessary to determine control over subsidiaries.

The Company’s investment in its associate is accounted for using the equity method. Under the
equity method, the investment in an associate is initially recognized at cost. The carrying amount
of the investment is adjusted to recognize changes in the Company’s share of net assets of the
associate since the acquisition date. Any goodwill relating to the associate is included in the
carrying amount of the investment and is neither amortized nor individually tested for impairment.

The consolidated statement of income reflects the Company’s share of the results of operations of
the associate. Any change in OCI of these investees is presented as pait of the Company’s OCL. In
addition, when there has been a change recognized directly in the equity of the associate, the
Company recognizes its share of any changes, when applicable, in the consolidated statement of
changes in equity. Unrealized gains and losses resulting from transactions between the Company
and the associate or joint venture are eliminated to the extent of the interest in the associate.

The aggregate of the Company’s share of profit or loss of an associate is shown on the face of the
consolidated statement of income and represents profit or loss after tax and noncontrolling
interests in the subsidiaries of the associate.

The reporting date of the associate is October 31. The effect of the difference in the reporting date
of the Parent Company and the associate is immaterial.

After application of the equity method, the Company determines whether it is necessary to
recognize an additional impairment loss on its investment in the associate. The Company
determines at each reporting date whether there is any objective evidence that the investment in
the associate is impaired. If there is such evidence, the Company calculates the amount of
impairment as the difference between the recoverable amount of the associate and its carrying
value and recognizes the loss as part of the “Equity in net losses™ in the consolidated statement of
income.

Upon loss of significant influence over the associate, the Company measures and recognizes any
retained investment at its fair value. Any difference between the carrying amount of the associate
upon loss of significant influence and the fair value of the retained investment and proceeds from
disposal is recognized in the consolidated statement of income.
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Property, Plant and Equipment

Property, plant and equipment, except land, are stated at cost, excluding the costs of day-to-day
servicing, less accumulated depreciation and depletion and any impairment in value. Land is
carried at cost less any impairment in value. When significant parts of property, plant and
equipment are required to be replaced at intervals, the Company recognizes such parts as
individual assets with specific useful lives and depreciates them accordingly. Likewise, when a
major inspection is performed, its cost is recognized in the carrying amount of the property, plant
and equipment as a replacement if the recognition criteria are satisfied. All other repair and
mainienance costs are recognized in the consolidated statement of income as incurred. Spare parts
are classified as property and equipment if the expected time of use is more than twelve months
and provided that the capitalization thresholds are met.

Mineral and quarry rights included in “Land and land improvements” are recognized at cost less
accumulated depletion and any impairment. Cost incurred in the acquisition of mineral and quarry
rights including directly related project development costs are initially recognized as intangible
assets. Such amount is reclassified to property, plant and equipment when the Company starts its
quarry operations.

Depreciation is computed using the straight-line method, less any residual value, over the
following estimated useful lives of the assets:

Estimated Useful Lives in Years

Land improvements 20 to 50
Buildings and installations 20 to 40
Machinery and equipment 10 to 30
Furniture, vehicles and tools 3to}0

Depletion of land with mineral reserves and quarry rights is computed using the unit-of-production
methed.

The useful lives, residual values, depreciation and depletion methods are reviewed at each
financial vear-end and adjusted if appropriate, to ensure that the periods and method of
depreciation and the estimated units to be extracted used as basis for the depletion rate are
consistent with the expected pattern of economic benefits from items of property, plant and
equipment.

An item of property, plant and equipment and any significant part initially recognized is
derecognized upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and carrying amount of the asset) is included in the
consolidated statement of income in the year the asset is derecognized.

Construction in-progress represents plant and properties under construction or development and is
stated at cost. This includes costs of construction, plant and equipment, borrowing costs directly
atiributable to such asset during the construction period and other direct costs. Construction
in-progress is not depreciated until such time when the relevant assets are substantially completed
and available for its intended use.
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Business Combinations and Goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition
is measured as the aggregate of the consideration transferred, measured at acquisition date fair
value, and the amount of any noncontrolling interests in the acquiree. For each business
combination, the Company elects whether to measure the noncontrolling interests in the acquiree
at fair value or at the proportionate share of the acquiree’s identifiable net assets. Acquisition-
related costs are expensed as incurred and included in general and administrative expenses.

When the Company acquires a business, it assesses the financial assets and liabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions at the acquisition date. This includes the separation of
embedded derivatives in host contracts by the acquiree.

If the business combination is achieved in stages, any previcusly held equity interest is re-
measured at its acquisition date fair value and any resulting gain or loss is recognized in profit or
loss. It is considered in the determination of goodwill.

Any contingent consideration to be transferred by the acquirer will be recognized at fair value at
the acquisition date. Contingent consideration classified as an asset or liability that is a financial
instrument and within the scope of PAS 39 is measured at fair value with changes in fair value
recognized either in profit or loss or in QCL If the contingent consideration is not within the scope
of PAS 39, it is measured in accordance with the appropriate PFRS. Contingent consideration that
is classified as equity is not re-measured and subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration
transferred and the amount recognized for noncontrolling interest over the net identifiable assets
acquired and liabilities assumed. If the fair value of the net assets acquired is in excess of the
aggregate consideration transferred, the Company re-assesses whether it has correctly identified
all of the assets acquired and ali of the liabilities assumed and reviews the procedures used to
measure the amounts to be recognized at the acquisition date. If the re-assessment still results in an
excess of the fair value of net assets acquired over the aggregate consideration transferred, then
the gain is recognized in the consolidated statement of income.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses.
For the purpose of impairment testing performed annually, goodwill acquired in a business
combination is, from the acquisition date, aliocated to each of the Company’s cash-generating
units that are expected to benefit from the combination, irrespective of whether other assets or
liabilities of the acquiree are assigned to those units.

Where goodwill has been allocated to a cash-generating unit and part of the operation within that
unit is disposed of, the goodwill associated with the disposed operation is included in the carrying
amount of the operation when determining the gain or loss on disposal of the operation. Goodwill
disposed of in this circumstance is measured based on the relative values of the disposed operation
and the portion of the cash-generating unit retained.

Intangible Assets

Software Costs. Costs of acquisition of new software and its customization are capitalized and
treated as an intangible asset if these costs are not an integral part of the related hardware.
Software costs are amortized on a straight-line basis over three years.
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Mineral and Quarry Rights and Project Development Costs. Mining rights are stated at cost. The
cost includes the purchase price, fees and licenses directly related to the quarry. Project
development costs are costs directly associated with the development of land covered by mineral
and quarry rights. When these projects are considered operational, such amounts are reclassified
to the “Property, plant and equipment - Land and land improvements” account in the consolidated
balance sheet and subjected to depletion as resources are extracted. These are charged to current
operations in the year these are determined to be worthless.

Foreshore Leagse. Intangible assets with finite lives are amortized over the useful economic life
and assessed for impairment whenever there is an indication that the intangible asset may be
impaired. The Company's foreshore lease qualifies as intangible with finite life and is amortized
over its economic usefui life of 17 years using the straight-line method.

Impairment of Nonfinancial Assets

At each reporting period, the carrying values of property, plant and equipment, investment in an
associate, creditable withholding taxes, input value-added tax (VAT), prepaid expenses, other
current assets, software costs and other nonfinancial assefs, except goodwill, are assessed for
impairment whenever events or changes in circumstances indicate that the carrying value may not
be recoverable. If any such indication exists and when the carrying value exceeds the estimated
recoverable amount, the assets or cash-generating vnits are written down to their recoverable
amount. The recoverable amount of the asset is the greater of fair value less costs to seli or vaiue-
in-use. The fair value is the amount that would be received to sell an asset in an orderly
transaction between market participants at the measurement date. In assessing value-in-use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessment of the time value of money and the risks specific to the asset.
For an asset that does not generate largely independent cash inflows, the recoverable amount is
determined for the cash-generating unit to which the asset belongs. Provision for impairment
losses is recognized in the consolidated statement of income,

Recovery of impairment losses recognized in prior years is recorded when there is an indication
that the impairment losses recognized for the asset no longer exist or have decreased. The
recovery is recognized in the consolidated statement of income. However, the increased carrying
amount of the asset due fo reversal of an impairment loss js recognized only to the extent that it
does not exceed the carrying amount (net of accumulated depreciation, amortization and
depletion) that would have been determined had impairment loss not been recognized for that
asset in the prior years.

Goodwill
Goodwill is tested annually for impairment at the end of each reporting period and when
circumstances indicate that the carrying value may be impaired.

Impairment is determined for goodwill by assessing the recoverable amount of each CGU {(or
group of CGUs) to which the goodwill relates. Where the recoverable amount of CGU (or group
of CGUs) is less than their carrying amount, an impairment loss is recognized immediately in
profit or loss of the CGU (or group of CGUs) to which goodwill has been allocated. Impairment
losses relating to goodwill cannot be reversed in future periods.

Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation and a reliable estimate of the amount of the obligation can be
made. When the Company expects a provision to be reimbursed, such as under an insurance
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contract, the reimbursement is recognized as a separate asset but only when reimbursement is
virtuaily certain. The expense related to a provision is presented in the consolidated statement of
income, net of any reimbursement.

Provision for Site Restorarion Costs. A provision for site restoration costs is recognized when the
Company starts the extraction activity in the land with mineral reserves in which it operates. The
initial provision for site restoration costs, which represents the present value of estimated cash
flows expected to be incurred to settle the obligation, is capitalized as land with mineral reserves
and included in “Property, plant and equipment - Land and land improvements” account in the
consolidated balance shest. The cash flows are discounted at a current pre-tax discount rate that
reflects the risks specific in restoring the site. The unwinding of the discount is recognized in the
consolidated statement of income as it occurs. The estimated future costs of restoring the site are
reviewed annually and adjusted as appropriate. Changes in the estimated future costs or in the
discount rate applied are added to or deducted from the cost of the asset in the current period,

Equity

Preferred and common stocks are measured at par value for all shares issued. Incremental costs
incurred directly attributable to the issuance of new shares are shown in equity as deduction from
proceeds, net of tax. Proceeds and/or fair value considerations received in excess of par value are
recognized as additional paid-in capital.

The Company’s own equity instruments which are reacquired are deducted from equity and
presented as “Cost of treasury shares held” in the consolidated balance sheet. No gain or loss is
recognized in the consolidated statement of income on the purchase, sale, issue or cancellation of
the Company’s own equity instruments, Any difference between the carrying amount and the
consideration received, if any, upon reissuance or cancellation of shares is recognized as
additional paid-in capital.

Retained earnings represent the cumulative balance of net income or loss, net of any dividend
declaration and other capital adjustments.

Cash Dividend to Equity Holders of the Parent Company

The Parent Company recognizes a liability to make cash distributions to equity holders of the
Parent Company when the distribution is authorized and the distribution is no longer at the
discretion of the Parent Company. A corresponding amount is recognized directly in equity.

Revenue Recognition

Revenue is recognized to the extent that it is probabie that the economic benefits associated with
the transaction will flow to the Company and the amount of revenue can be measured reliably,
regardless when the amount is received. Revenue is measured at the fair value of the
consideration received or receivable, excluding discounts, returns, rebates and value-added taxes
(VAT). The following specific recognition criteria must also be met before revenue is recognized:

Sale of Goods. Revenue is recognized when the significant risks and rewards of ownership of the
goods have passed to the buyer, usually on the delivery of the goods to and acceptance by the
buyer.

Interest. Revenue is recognized as the interest accrues taking into account the effective interest
yield on the asset.

Dividend. Revenue is recognized when the Company’s right to receive dividends has been
established.
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Costs and Expenses

Costs and expenses are recognized when incurred. These are measured based on the fair value of
consideration paid or payable.

VAT

Revenues, expenses and assets are recognized, net of the amount of VAT, except when VAT
incurred on a purchase of assets or services is not recoverable from the taxation authority, in
which case VAT is recognized as part of the cost of acquisition of the asset or as part of the
expense item, as applicable.

The net amount of VAT recoverable from, or payable fo, the taxation authority is included as part
of “QOther current assets™ or “Trade and other payables™ in the consolidated balance sheet.

Retirement Benefit Costs

Retirement benefits liability, as presented in the consolidated balance sheet, is the aggregate of the
present value of the defined benefit obligation at the end of the reporting period reduced by the
fair value of plan assets, adjusted for the effect of limiting a net defined benefit asset to the asset
ceiling. The asset ceiling is the present value of any economic benefits available in the form of
refunds from the plan or reductions in future contributtons to the plan.

The cost of providing benefits under the defined benefit plan is actuarially determined using the
projected unit credit method. The retirement benefit costs comprise of the service cost, net interest
on the net defined benefit liability or asset and remeasurements of net defined benefit lLiability or
asset,

Service costs which include current service costs, past service costs and gains or losses on non-
routine settlements are recognized as expense in profit or loss. Past service costs are recognized
when plan amendment or curtailment occurs. These amounts are calculated periodicaily by
independent qualified actuaries.

Net interest on the net defined benefit liability or asset is the change during the period in the net
defined benefit liability or asset that arises from the passage of time which is determined by
applying the discount rate based on government bonds to the net defined benefit liability or asset.
Net interest on the net defined benefit liability or asset is recognized as expense or income in
profit or loss.

Remeasurements comprising actuarial gains and losses, return on plan assets and any change in
the effect of the asset ceiling (excluding net interest on defined benefit liability) are recognized
immediately in OCI in the period in which they arise. Remeasurements are not reclassified to
profit or loss in subsequent periods,

Plan assets are assets that are held in trust and managed by a trustee bank. Plan assets are not
available to the creditors of the Company, nor can they be paid directly to the Company. The fair
value of plan assets is based on market price information. When no market price is available, the
fair value of plan assets is estimated by discounting expected future cash flows using a discount
rate that reflects both the risk associated with the plan assets and the maturity or expected disposal
date of those assets (or, if they have no maturity, the expected period until the settlement of the
refated obligations). If the fair value of the plan assets is. higher than the present value of the
defined benefit obligation, the measurement of the resuiting defined benefit asset is limited to the
present value of economic benefits available in the form of refunds from the plan or reductions in
future contributions to the plan.
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The Company’s right to be reimbursed of some or all of the expenditure required to settle a
defined benefit obligation is recognized as a separate asset at fair value when and only when
reimbursement is virtually certain,

HPBSCI, a subsidiary of the Company, maintains a defined contribution plan covering all regular
employees. Starting on the date of employment, the Company shall contribute to the retirement
fund 85% of the member’s salary as defined every month. Benefits are based on the total amount
of contributions and earnings credited to the personal retirement account of the plan member at the
time of separation or the defined benefit minimum guarantee, whichever is” higher. As this
HPBSCI operates in the Philippines, it is subject to Republic Act (RA) No. 7641, which requires a
minimum benefit equivalent to one-half month’s salary for every year of service, with six months
or more of service considered as one year. HPBSCI accounts for its retirement obligation under
the higher of the defined benefit obligation relating to the minimum guarantee and the obligation
arising from the defined contribution plan.

HPI alsc has a defined contribution plan, which covers all permanent employees. The cost of
providing benefits under defined contribution plan is determined by the contributions due for the
services rendered by employees during the year. The obligation is measured on an undiscounted
basis, except when they do not fall due wholly within 12 months after the end of the period in
which the employees render the related service.

Termination Benefits

Termination benefits are employee benefits provided in exchange for the termination of an
employee’s employment as a result of either an entity’s decision to terminate an employee’s
employment before the normal retirement date or an employee’s decision to accept an offer of
benefits in exchange for the termination of employment.

A Hability and expense for a termination benefit is recognized at the earlier of when the entity can
no longer withdraw the offer of those benefits and when the entity recognizes the related
restructuring costs. Initial recognition and subsequent changes to termination benefits are
measured in accordance with the nature of the employee benefit, as either post-employment
benefits, shori-term employee benefits, or other long-term employee benefits.

Employee Leave Entitlement

Employee entitlements to annual feave are recognized as a liability when they are accrued to the
employees. The undiscounted liability for leave expected to be settied wholly before twelve
months after the end of the annual reporting period is recognized for services rendered by
employees up to the end of the reporting period.

Operating [eases as Lessee

The determination of whether an arrangement is, or contains, a lease is based on the substance of
the arrangement at the inception date. The arrangement is assessed for whether fulfilment of the
arrangement is dependent on the use of a specific asset or assets or the arrangement conveys a
right to use the asset or assets, even if that right is not explicitly specified in an arrangement.

Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are
classified as operating leases. Operating lease payments are recognized as expense in the
consolidated statement of income on a straight-line basis over the term of the lease.
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Borrowing Costs

Borrowing costs are capitalized if they are directly attributable to the acquisition, construction or
production of a qualifying asset, Capitalization of borrowing costs commences when the activities
necessary to prepare the asset for intended use are in progress and expenditures and borrowing
costs are being incurred. Borrowing costs are capitalized until the asset is available for their
intended use. If the resulting carrying amount of the asset exceeds its recoverable amount, an
impairment loss is recognized. Borrowing costs include interest charges and other costs incurred
in connection with the borrowing of funds, as well as exchange differences arising from foreign
currency borrowings used to finance these projects, to the extent that they are regarded as an
adjustment to interest costs.

All other borrowing costs are recognized as expense when incurred.

Functional Currency and Foreign Currency Translation

The consolidated financial statements are presented in Peso, which is also the functional currency
of the Parent Company. The functional currency of the Parent Company’s subsidiaries is also the
Peso. The Peso is the currency of the primary economic environment in which the Parent
Company and its subsidiaries operate. This is also the currency that mainly influences the revenue
from and cost of rendering products and services. Each entity in the Company determines its own
functional currency and items included in the financial statements of each entity are measured
using that functional currency.

Transactions in foreign currencies are initially recorded in the functional currency rate prevailing
at the date of the transaction. Monetary assets and liabiiities denominated in foreign currencies
are retranslated at the functional currency closing rate of exchange prevailing at the end of the
reporting period. All differences are recognized in the consolidated statement of income except
for foreign exchange differences that qualify as capitalizable borrowing costs for qualifying assets.
Nonmonetary items that are measured in terms of historical cost in a foreign currency are
translated vsing the exchange rate as at the date of the initial transaction.

Income Tax

Current Income Tax. Current income tax assets and liabilities for the current and prior periods are
measured at the amount expected to be recovered from or paid to the taxation authority. The tax
rates and tax laws used to compute the amount are those that are enacted or substantively enacted
as at balance sheet date.

Deferred Income Tax. Deferred income tax is provided using the liability method on temporary
differences at the balance sheet date between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognized for all taxable temporary differences except:

*  When the deferred income tax liability arises from the initial recognition of goodwill or an
asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss.

* In respect of taxable temporary differences associated with investments in subsidiaries,
associates and joint ventures, when the timing of the reversal of the temporary differences can
be controlled and it is probable that the temporary differences will not reverse in the
foreseeable future.
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Deferred income tax assets are recognized for all deductible temporary differences, carryforward
of unused tax credits and wnused tax losses, to the extent that it is probable that sufficient future
taxable profit will be available against which the deductible temporary differences, and the
carryforward of unused tax credits from excess of minimum corporate income tax (MCIT} over
regular corporate income tax (RCIT) and unused net operating loss carryover (NOLCO) can be
utilized.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and
reduced to the extent that it is no longer probable that sufficient future taxable profits will be
available to allow all or part of the deferred income tax asset to be utilized.

Unrecognized deferred income tax assets are reassessed at each balance sheet date and are
recognized to the extent that it has become probable that sufficient future taxable profits will allow
the deferred income tax assets to be recovered.

Deferred income tax assets and deferred income tax liabilities are measured at the tax rates that are
expected to apply to the year when the assets are realized or the liabilities are setiled, based on tax
rates and tax laws that have been enacted or substantively enacted as at balance sheet date.

Income tax relating to items recognized directly in equity is recognized in OCI and not in the
consolidated statement of income.

Deferred income tax assets and deferred income tax liabilities are offset, if a legally enforceable
right exists to offset current tax assets against current income tax liabilities and the deferred
income taxes relate to the same taxable entity and the same taxation authority.

Contingencies

Contingent liabilities are not recognized in the consolidated financial statements. They are
disclosed in the notes to the consolidated financial statements unless the possibility of an outflow
of resources embodying economic benefits is remote. A contingent asset is not recognized in the
consolidated financial statements but disclosed in the notes to the consolidated financial
statements when an inflow of economic benefits is probable.

Events after Balance Sheet Date

Post year-end events that provide additional information about the Company’s financial position at
the balance sheet date (adjusting evenis) are reflected in the consolidated financial statements.
Post year-end evenis that are not adjusting events are disclosed in the notes to the consolidated
financial staternents when material.

Significant Acconnting Judgments and Estimates

The preparation of consolidated financial statements in conformity with PFRS requires
management to make judgments and estimates that affect the reported amounts of revenues,
expenses, assets and liabilities and disclosure of contingent liabilities at the reporting date. The
uncertainties inherent in these judgments and estimates could result in outcomes that could require
a material adjustment to the carrying amount of the assets or liabilities affected in the future years.
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Judgments

In the process of applying the Company’s accounting policies, management has made the
following significant judgments, apart from those involving estimations, which have the most
significant effect on the amounts recognized in the consolidated financial statements:

Determination of Control. The Parent Company determines control when it is exposed, or has
rights, to variable returns from its involvement with an entity and has the ability to affect those
returns through its power over the entity. The Parent Company controls an entity if and only if the
Company has all of the following:

a. Power over the entity;
b. Exposure, or rights, to variable returns from its involvement with the entity; and,

¢. The ability to use its power over the entity to affect the amount of the Parent Company’s
returns.

The Parent Company regularly reassesses whether it controls an investee if facts and
circumstances indicate that there are changes to one or more of the three elements of control listed
above. The Parent Company determined that it exercises control on all of its subsidiaries as it has
alf the elements of control listed above.

Assessment of Impairment Indicators of Mining Rights. The Company exercises judgment in
assessing if there is any impairment on its mining rights, which amounted to #179.5 million as at
December 31, 2014 and 2013 (see Note 11). Based on the Company’s assessment and taking into
consideration the relevant provision of PFRS 6, “Exploration for and Evaluation of Mineral
Resources”, the Company assessed that there is no indicator of impairment and thus, did not
perform any impairment test on the carrying value of the mining rights. '

Operating Lease Commitments - Company as Lessee. The Company has various lease agreements
as a lessee. The Company has determined, based on evaluation of the terms and condition of the
lease agreements, that the significant risks and rewards of ownership of the leased properties were
retained by the lessor (e.g., no transfer of ownership at the end of the lease term). Accordingly, the
Company accounts these leases as operating leases (see Note 28).

Assessment for the Purchase of Group of Asseis. Taking into consideration the relevant provisions
of PFRS 3, “Business Combinations”, the Company assessed that the acquisition of LORVI is a
purchase of a group of assets due to the absence of critical elements of “Processes” to sufficiently
generate the “Output”. Also, there is no compelling evidence that the missing element could easily
be replicated by the Company in a relatively short period of time.

Estimates

The key estimates concerning the future and other key sources of estimation uncertainty as at
balance sheet date that have the most significant risk of causing a material adjusiment to the
carrying amounts of assets and liabilities within the next reporting period are as follows:

Useful Lives of Property, Plant and Equipment. The useful lives of property, plant and equipment
are estimated based on the period over which the property, plant and equipment are expected to be
available for use and on the collective assessment of industry practice, internal technical
evaluation and experience with similar assets. The estimated vseful lives of property, plant and
equipment are reviewed at each financial year-end, and updated if expectations differ materially
from previous estimates due to physical wear and tear, technical or commercial obsolescence and
legat or other limits on the use of the property, plant and equipment. However, it is possible that
future results of operations could be materially affected by changes in the estimates brought about
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by changes in factors mentioned above. The amounts and timing of recording of depreciation
expense for any period would be affected by changes in these factors and circumstances. There
were no changes in the estimated useful lives of property, plant and equipment in 2014, 2013 and
2012,

The Company recognized depreciation expense related to property, plant and eguipment
amounting to B1.4 billion in 2014, B1.5 billion in 2013 and 81.5 billion in 2012 (see Note 23).
The carrying value of depreciable property, plant and equipment amounted to $13.8 billien and
P14.1 billion as at December 31, 2014 and 2013, respectively (see Note 10).

Depletion of Mineral and Quarry Rights. Mineral and quarry rights reserves estimates are, 10 2
large extent, based on interpretation of geological data obtained from drill holes and other
sampling techniques and feasibility studies which derive estimates of costs based on anticipated
tonnage and grades of minerals to be mined and processed, the configuration of the mineral body,
expected recovery rates of minerals, estimated operating costs, estimated climatic conditions and
other factors. Proven reserves estimates are atiributed to future quarry sites projects only where
there is a significant commitment to project funding and exiraction and for which applicable
governmental and regulatory approvals have been secured or are reasonably certain to be secured,
All proven reserve estimates are subject to revision, either upward or downward, based on new
information, such as from block grading and extraction activities or from changes in economic
factors including product prices or development plans,

Estimates of reserves for undeveloped or partially developed areas are subject to greater
uncertainty over their future life than estimates of reserves for areas that are substantially
developed and depleted. As an area goes into production, the amount of proven reserves will be
subject to future revision once additional information becomes available. The estimated
recoverable reserves are used in the calculation of depletion and testing for impairment, the
assessment of life of quarry sites, and forecasting the timing of the payment of provision for site
restoration. The carrying value of mineral and quarry rights amounted to $283.2 million and
£315.1 million as at December 31, 2014 and 2013, respectively, included in “Property, plant and
equipment - Land and land improvements” (see Note 10).

Impairment of Nonfinancial Assets. PFRS requires that an impairment review be performed when
certain impairment indicators are present. If any such indicators exist, the Company estimates the
recoverable amount of the relevant asset.

Determining the recoverable amount of property, plant and equipment, investment in an associate,
intangible assets and other noncurrent assets requires the determination of future cash flows
expected to be generated from the continued use and ultimate disposal of such assets. Future
events could cause management to conclude that assets associated with an acquired business are
impaired. Any resulting impairment loss could have a material adverse impact on the Company’s
financial position and financial performance.

The preparation of estimated future cash flows involves significant estimations and assumptions.
While the Company believes that its assumptions are appropriate and reasonable, significant
changes in the Company’s assumptions may materially affect the assessment of recoverable values
and may lead to future additional impairment charges under PFRS.

No reversal or additional impairment was recognized in 2014, 2013 and 2012.

The allowance for impairment losses on nonfinancial assets amounted to B55.7 million as at
December 31, 2014 and 2013. The carrying values of investment in an associate, plant and
equipment and intangible assets are disclosed in Notes 9, 10 and 11, respectively.
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Impairment of Goodwill. The Company performs impairment testing of its goodwill on an annual
basis or more frequently if events or changes in circumstances indicate that the carrying value may
be impaired. This requires an estimation of the value in use of the cash-generating unit to which
the goodwill is allocated. Value-in-use is estimated by making an estimate of the expected future
cash flows from the cash-generating unit and to apply a suitable discount rate in order to calculate
the present value of those cash flows. In 2013 and prior years, goodwill arising from the
Company’s acquisition of WEB and Mabini on August 14, 2003 has been attributed to the entire
cement operation, which is considered as one cash-generating unit. Starting January 1, 2014, due
to the rehabilitation and return to full operations of Mabini plant, the entire goodwill was
attributed to Mabini plant’s cement operations. The recoverable amount of the goodwill has been
determined based on a value-in-use calculation using cash flow projections based on the three-year
financial plan approved by the senior management. The Company has determined that the
goodwill is not impaired. The carrying amount of goodwill amounted to P2.6 billion as at
December 31, 2014 and 2013 (see Note 11),

Allowance for Doubtful Accounts. The Company reviews its trade and other receivables at each
reporting date to assess whether an allowance for impairment should be recorded in the
consolidated statement of income. In particular, judgment by management is required in the
estimation of the amount and timing of future cash flows when determining the level of allowance
required. Such estimates are based on assumptions about a number of factors such as receivables’
credit risk characteristics, customers’ ability to pay amounts due and customers’ historical
experience with the Company. Actual results may differ resulting in future changes in the
allowance.

In addition to specific ailowance against individually significant loans and receivables, the
Company also makes a collective impairment allowance against exposures which, although not
specifically identified as requiring a specific allowance, have a greater risk of default than when
originally granted. This level of allowance is based on the status of the accounts receivable, past
collection experience and other factors that may affect collectability.

The allowance for doubtful accounts amounted to R151.3 million and £127.4 million as at
December 31, 2014 and 2013, respectively. Trade and other receivables, net of allowance for
doubtful accounts, amounted to 2.3 billion and B1.8 billion as at December 31, 2014 and 2013,
respectively (see Note 5).

Retirement Benefit Costs. The cost of defined benefit pension plans as well as the present value of
the pension obligation are determined using actuarial valnations. The actuarial valuation involves
making various assumptions. These include the determination of the discount rates, future salary
increases, mortality rates and future pension increases. Due to the complexity of the valuation, the
underlying assumptions and its long-term nature, defined benefit obligations are highly sensitive
to changes in these assumptions. All assumptions are reviewed at each reporting date. Total
retirement benefits lability amounted to £582.9 million and #497.4 miilion as at December 31,
2014 and 2013, respectively. Further details are provided in Note 27.

In determining the appropriate discount rate, management considers the interest rates of

government bonds that are denominated in the currency in which the benefits will be paid, with
extrapolated maturities corresponding to the expected duration of the defined benefit obligation.
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The mortality rate is based on publicly available mortality tables for the specific country and is
modified accordingly with estimates of mortality improvements. Future salary increases are based
on historical actual salary increases of the Company.

Further details about the assumptions used are provided in Note 27.

Deferred Income Tax 4ssets. The Company reviews the carrying amounts of deferred income tax
assets at the end of each reporting period and reduces these to the extent that it is no longer
probable that sufficient future taxable income will be available to allow all or part of the deferred
income tax assets to be utilized. The Company’s assessment on the recognition of deferred
income tax assets on deductible temporary differences is based on the level and timing of
forecasted taxable income of the subsequent reporting periods, This forecast is based on the past
results and future expectations of revenues and expenses as well as future tax planning strategies.
However, there is no assurarce that the Company will generate sufficient future taxable income to
allow all or part of deferred income tax assets to be utilized. Management also reviews the level
of projected gross margin for the use of Optional Standard Deduction (OSD) and assesses the
future tax consequences for the recognition of deferred income tax assets and deferred income tax
Habilities. Based on the Company's projected margin, management expects to use the itemized
deduction method for the Parent Company and most of the subsidiaries. HPMC and Mabini
expect to use the OSD for the next three years.

The carrying value of deferred income tax assets recognized in the Company’s consolidated
balance sheet amounted to #544.2 million and 2552.3 million as at December 31, 2014 and 2013,
respectively. The temporary differences and carryforward benefits of unused tax credits and
unused tax losses, for which no deferred income tax assets were recognized amounted to
R£57.7 million and B85.5 million as at December 31, 2014 and 2013, respectively (see Note 26).

Provision for Site Restoration Costs. The Company recognizes a provision for the cost of
restoring a mineral and quarry site where a legal or constructive obligation exists. This requires an
estimation of the cost to restore the quarry on a per hectare basis, depending on the location and is
based on the best estimate of the expenditure required to settle the obligation as at balance sheet
date, discounted using a pre-tax discount rate that reflects the current market assessment of the
time value of money and risks specific to the lighility. The provision for site restoration amounted
to R137.0 million and B127.8 million as at December 31, 2014 and 2013, respectively
(see Note 17).

Net Realizable Value of Inveniories. The Company writes down the cost of inventories whenever
the net realizable value of inventories becomes fower than cost due to damage, physical
deterioration, obsolescence, change in price levels or other causes. The lower of cost and net
realizable value of inventories is reviewed on 4 periodic basis. Inventory items identified to be
obseclete and unusable are written-off and charged as expense in the consolidated statement of
income. The carrying values of inventories amounted to B3.8 billion and P3.0 billion as at
December 31, 2014 and 2013, respectively (see Note 6}.

Provisions for Claims, Litigations and Assessments. The Company is currently involved in
various legal proceedings and tax assessments. Management’s estimate of the probable costs for
the resolution of these claims has been developed based upon an analysis of potential results. The
Company currently believes that these proceedings will not have a material adverse effect on the
consolidated financial statements. It is possible however, that future financial performance could
be materially affected by changes in the estimates or effectiveness of the strategies relating to
these proceedings and assessments.
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As at December 31, 2014 and 2013, the Company’s provisions for claims and litigations amounted
to B43.6 million and P49.2 million, respectively (see Note 17).

Cash and Cash Equivalents

2014 2013

{In Thousands}
Cash on hand and in banks P2,090,237 £1,008,463
Short-term deposits 607,970 1,140,641
£2,698,207 P2,149,104

Cash in banks earn interest at prevailing bank deposit rates. Short-term deposits are made for
varying periods of up to three months depending on the cash requirements of the Company, and
earn interest at the prevailing short-term deposit rates.

Interest income earned from cash in banks and short-term deposits amounted to 210.7 million,
P27.5 million and £17.6 million in 2014, 2013 and 2012, respectively.

Trade and Other Receivables

2014 2013
{In Thousands}
Trade

Dealers P1,034,594 £792,562
Retailers 85,269 71,258
Institutional 795,215 745,796

Alternative fuel and raw materials
(AFR)/ready mix (RMX)/others 358,780 231,034
Due from related parties (Note 25) 75,739 1,610
Others 60,885 65,969
2,410,482 1,508,229
Less allowance for doubtful accounts 151,277 127,408
¥2,259,205 P1,780,821

Trade receivables are noninterest-bearing and generally have credit terms of 30 to 60 days. Due
from related parties and other receivables are collectible within the next financial year.

Total amount of intercompany receivables eliminated as of December 31, 2014 amounted to
1.3 billion.
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Movements in the ailowance for doubtful accounts which pertain 1o trade and other receivables are

as follows:
2014
AFR/RMX/
Dealers Retailers Institutional Qthers Others Total
{In Thousands)
Beginning of year 20,246 £4,901 P65,681 $32,956 B3,624  P127,408
Provisions {Note 21) i2,018 991 9,238 4,116 — 26,363
Write-off {197) (16) {151} {2,130) — (2,494)
End of year B32,067 B5,876 »74,7608 P34,942 P3.624 151,277
Individually impaired £6,175 £3,593 £51,424 P2Y9,285 P3,624 94,101
Callectively impaired P25,892 P2,283 P23,344 5,657 P P57,176
2013
AFR/BMN/
Dealers Retailers Institutional Others Others Total
(fn Thousands)
Beginning of year B11,009 14,937 R49.966 P48.688 P1t.344 £126,034
Provisions (reversals) (Note 21) 5,167 {36) 15,905 {13,202) - {1,834
Write-off' {20} — (190) (2.530) (7,72(h) (10,460)
End of year B20,246 £4.901 B65,681 £32,956 £3,624 2127408
Individually impaired B287 B3,107 ?46,898 127,270 P1,624 P81,186
Collectively impaired B19,95% B1,794 P18,783 B3 686 B— B46,222
Inventories
2014 2013
(fn Thousands}
At cost:
Finished goods B738,847 £690,803
Goods in process 1,081,558 056,234
Raw materials 092,847 244,973
Fuel 409,805 315,932
Spare parts and others 723,898 431,904
At net realizable value:
Spare parts and others 110,566 178,747
P3,757,521 £3,018,593

Total inventories charged to cost of sales amounted te £11.5 billion and £10.0 billion in 2014 and

2013, respectively (see Note 19).

The cost of spare parts and other inventories at net realizable value amounted to 307.0 million
and B362.0 million as at December 31, 2014 and 2013, respectively.
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The following table shows the movement of allowance for inventory obsolescence as of
December 31, 2014 and 2013:

2014 2013

{In Thousands)
Balance at beginning of year P183,279 B214,680

Provisions (reversals) (Note 19) 13,124 (31,401)
Balance at end of year 196,403 P183,279
7. Other Current Assets

2014 2013

{In Thousands}
Advances to suppliers (Note 28) P242 840 P378,701
Prepaid expenses 187,892 184,692
Input value-added taxes 87,093 108,981
Advances to employees 67,771 51,929
Creditable withholding taxes 11,664 8,141
Others 18,575 7,194
R615,841 B739,638

Advances fo suppliers represent advances that are applied against subsequent purchases and are
outstanding for less than one year from initial recognition.

8. Gain on Sale of a Joint Venture

In 2012, the Company had a 50% interest in Trans-Asia Power Generation Corporation (TA
Power) under a joint venture agreement with Trans-Asia Oil and Energy Development
Corporation (TA Qil). TA Power operates and maintains a 52-megawatt power generation plant,
including related facilities, machinery and equipment in Norzagaray, Bulacan.

On January 1, 2013, the Company and TA. Oil entered intc a Share Purchase Agreement for the
sale of the Company’s interest in TA Power for 475.5 million. Proceeds from the sale were
collected on January 3, 2013, Total gain on sale amounted to £150.3 million.

9. Investments

Investments as of December 31, 2014 and 2013 consist of the following (amounts in thousands):

AFS financial assets (Notes 15 and 16) R3,540
Investment in an associate 619
P4,559

a. AFS financial assets pertain to investments in quoted and unquoted ordinary shares and club
shares of stock. The unguoted AFS financial assets are carried at their fair values.
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The details of this account as of December 31, 2014 and 2013 are as follows (in thousands):

Acquisition cost P29.162
Accumulated equity in net losses of an associate (28,543)
2619

On March 19, 2009, the directors and stockholders of Asia Coal approved the shortening of

the corporate life of Asia Coal to October 31, 2009.

liquidated, the date of which is subject to the approval of the SEC.

Asia Coal shall be dissclved and

10. Property, Plant and Equipment

Transfers/
December 31, Additions/ Disposals/ Reclassi- December 31,
2013 Depreciation Refirements fications 2014
{In Thousands}
Cost:
Land and land impravements $1,690,780 2152801 P P19,852 F1.863,433
Buildings and installations 1,566,093 200,282 - 278,110 12,134,485
Machinery and equipment 21,385,149 1,370 {425,865) 271,200 21,231,854
Furniture, vehicles and tools 1,149,799 - {32,450) 89,170 1,206,519
Construction in-progress 1,851,804 1,449,686 - {626,958) 2,674,532
37,643,625 1,894,139 (458,315) 31,374 39,110,823
Less accumulated depreciation,
depletion and impairment losses:
Land improvements 261,420 36,729 - - 298,149
Buildings and instaliations 6,124,442 378,796 - - 6,500,238
Machinery and equipment 13,440,417 856,513 {425,86") - 13,871,063
Furniture, vehicles and tools 723,892 135,363 {22,318) — 836,937
20,550,171 1,404,401 {448,185%) — 11,506,387
Net book value 217,093,454 ®489,738 #10,130) B31,314  P17,604,436
Transfers/
December 31, Additions/ Disposals/ Reclassi- December 31,
2012  Depreciation  Retirements fications 2013
{In Thousands}
Casl:
Land and land improvements B1,691,372 - {B49.396} P48.8G4 £1,690,780
Buildings and instaltations 11,489,665 1,435 - 74,943 11,566,093
Machinery and equipment 19,940,273 3,514 (4,214) 1,443,576 21,385,149
Furniture, vehicles and tools 1,179,86¢ 1,668 (80,277) 48,535 1,148,799
Construction in-progress 946,474 2,556,052 — (1,650,722) 1,851,804
35,247,683 2,364,689 {133,887) (34,860) 37.643,625
Léss accurnulased depreciation,
depletion and impairment tosses:
Land improvements 224,481 37.239 - - 261,420
Buildings and installations 5,737,277 413,726 - {26,561) 6,124,442
Machinery and equipment 12,542,633 886,586 (L177) 12,375 13,440,417
Furniture, vehicles and tools 672,561 115,893 {63,258) {5,304} 723,892
19,176,652 1,457,444 {64,435} (19,450% 20,550,171
Net book value £16,071,031 B1,107,245 (B69,452) (B15,370y 17,093,454
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On July 2014, the Company acquired a group of assets from Calumboyan Holdings, Inc. at a
purchase price of £918.0 million representing port facility and foreshore lease in Mabini, Batangas
{see Note 11).

Construction in progress includes on-going item replacements and expansion projects for the

Company’s operation.

11, Goodwill and Intangible Assets

The movements of goodwill and intangibie assets are as follows:

December 31, Additions/ December 31,
2013 Amgrtization 2014
{tn Thousands)
Goodwill P2,635,738 P— B2.635,738
Intangible assets:
Cost:
Mining rights 179,544 - 179,544
Foreshore iease - 544,902 544,502
Software costs 122,384 - 122,384
Freject development costs and others 38,256 - 38,256
340,184 544,902 885,086
Less accumulated amortization:
Software costs 63,321 14,766 78,087
Project development costs and others 7,983 3,437 11,420
71,304 18,203 89,507
268,880 516,699 795,579
Balance $2.904,618 B526,699 P3.431317
December 31, Additions/ December 31,
2012 Amortization 2013
{in Thousands)
Goodwill P2 635,738 P P2,635,738
Intangible assets:
Cost:
Mining rights 179,544 - 179,544
Software costs 438,555 73,829 122,384
Project development costs and others 38,256 — 38,256
266,355 73,829 340,184
Less accumulated amortization:
Software costs 48,555 14,766 63,321
Project development costs and others 4,546 3.437 7,983
53,101 18,203 71,304
213,254 55,626 268,880
Balance B2 848,992 B55,626 £2,904,618

a. Mining Rights

Mining rights pertain to HMDC’s Mineral Production Sharing Agreement (MPSA}) No. 108-
98 IV for an aggregate quarry. In 2008, one of the surface owners of a portion of the area
covered by the MPSA filed a petition with the Department of Environmental and Natural
Resources {DENR) for the cancellation of HMDC’s MPSA. The owner claimed that HMDC
had failed to complete its exploration activities, to commence commercial production within
the prescribed period and to comply with the applicable reportorial requirements. In an order
dated February 12, 2009, the panel of arbitrators allowed the petitioner to withdraw the
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petition for cancellation, which was subsequently re-filed with the Mines and Geosciences
Bureau. In an order dated September 18, 2009, the DENR cancelled HMDC’s MPSA. Ina
second order dated November 20, 2009, the DENR denied HMDC’s Motion for
Reconsideration. These orders were upheld by the Office of the President in a decision dated
March 5, 2010 and resolution dated May 29, 2010. HMDC thereafter filed with the Court of
Appeals a Petition seeking the reversal and/or annulment of the decision and resolution issued
by the Office of the President for being completely erroneous and based on a misapprehension
of the facts and the law.

On August 16, 2011, the Seventeenth Division of the Court of Appeals granted the petition of
HMDC and nullified the decision dated March 5, 2010 and the resolution dated May 29, 2010
issued by the Office of the President. Accordingly, the Orders dated September 18, 2009 and
November 2009, issued by the DENR were reversed and set aside, thus, declaring that the
MPSA isg in full force and effect.

A motion for reconsideration and a supplemental motion for reconsideration were filed by the
petitioner for the reversal of the said decision by the Court of Appeals. On February 2, 2012,
both motion and supplemental motion for reconsideration were denied by the Court of
Appeals.

Following the Court of Appeals’ denial of the motion for reconsideration, the petitioner filed a
Petition for Review on Certiorari dated March 7, 2012 to the Supreme Court. Subsequently
on June 25, 2012, the Company filed its comment on the petition with the Supreme Court.
The petitioner filed his reply to the Supreme Court on May 3, 2013 where the case is stil
pending.

Goadwill

Goodwill amounting to ®2.6 billion relates to the Company’s acquisition of WEB and Mabini
on August 14, 2003.

The Company performs its annual impairment test every November of each year. The
recoverable amount of the CGU determined based on value-in-use, is compared to its carrying
amount. An impairment loss is only recognized if the carrying amount of the CGU exceeds its
recoverable amount. Future cash flows are discounted using the weighted average cost of
capital (WACC) adjusted for country-specific inflation risks.

The cash flow projections are based on & three-year financial planning period approved by
senior management. Cash flows beyond the three-year budget period are extrapolated based
on cash flows at zero growth. As a result of this analysis, management has determined that
there was no impairment loss in 2014, 2013 and 2012 since the value-in-use exceeds the
carrying value of the entire cement operations.

Sensitivity to Changes in Assumptions

With regard to the assessment of value-in-use of the CGU, management believes that a change
in the discount rate of 1% point would not cause the carrying value of goodwill to exceed its
recoverable amount.
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Key Assumptions

Discount Rate Long-term GDP Growth Rate
2014 7.9% 5.0%
2013 8.2% 5.5%
2012 82% 5.0%

¢. Foreshore Lease

Foreshore lease amounting to £544.9 million relates to LORVYT's foreshore lease in Mabini,
Batangas. The foreshore lease contract was executed on October 1, 1997 with the Regional
Office IV of Department of Environment and Natural Resources (DENR), covering a parcel of
land under plan FLC-041016-23-D with an area of 84,185 square meters located at
Brgy. Balibaguhan, Mabini, Batangas. The existing foreshore lease contract has a remaining
term of 17 years as of December 31, 2014, renewable for another 25 years thereafter.

12. Other Noncurrent Assets

2014 2013
fin Thousands)

Restricted cash BR1,019 B71,424
Deferred input value-added taxes 76,269 99,350
Refundable deposit 48,466 48,466
Guaraniee deposits (Note 28) 42,093 33,622
Long-term financial receivable 15,832 22,669
Others 292 4,833
B164,571 R280.364

Restricted. cash represents minimum mine rehabilitation fund requirement by the DENR for site
restoration cost.

Refundable deposit represents cash bond deposited by Mabini with the Burean of Customs (BOC)
for importations made in 2001. On March 7, 2007, Mabini filed a case against the BOC for the
release of the cash bond. On October 12, 2012, the Officer-in-Charge of the Law Division of the
Collection District of Batangas submitted a memorandum for the release of the cash bond.
Subsequently on October 22, 2012, a Letter of First Indorsement was submitted by the District
Collector to the BOC Commissioner recommending favorable consideration to Mabini’s appeal,
subject to complance with pertinent customs laws, rules and regulations. On December 18, 2014,
Mabini received a letter from the BOC requesting for the submission of documents in order to
proceed with the resolution of the cash bonds. As at December 31, 2014, Mabini is still
completing the necessary documents requested by the BOC.

Guarantee deposits represent cash deposits made to suppliers for raw material supply agreement
and various security deposits for rentals {(see Note 28).

Long-term financial receivable is due from the Company’s third party service provider for sale of
certain heavy equipment in 2012 and 2008, which will be settled on or before 2017 and 2019,
respectively. Interest income eamed from long-term financial receivable at an annual interest rate
of 4.5% to 7.0% amounted to 2.3 million, #2.0 million and 2.4 million in 2014, 2013 and 2012,
respectively.
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13

Notes Payable

During 2014 and 2013, the Company availed of various short-term loans from UCHC totaling
RO.5 billion and B2.3 billion, respectively, bearing interest equal to the prevailing interest rate
using PDST-F rate for one month plus 1%. The outstanding loan as of December 31, 2013
amounting to R893.0 million and the 0.5 billion availed of in 2014 were fully paid as of
December 31, 2014 {see Note 25).

In 2014, HMDC availed of additional loans from UCHC amounting to P1.0 billion, which
remained outstanding as of end of the year. The loan bears interest equal to the prevailing interest
rate using PDST-F rate for one month plus 1% (see Note 25).

The Company also availed of various short-term loans from various banks in 2014 totaling
P37 billion bearing interest ranging from 1.5% to 3.0%. The outstanding balance of these loans
as of December 31, 2014 totaled B1.1 billion.

Total interest expense from notes payable charged to profit or loss amounted to B41.1 miltion,
P3.5 million and P3.5 million in 2014, 2013 and 2012, respectively (see Notes 24 and 25).

14,

Trade and Other Payables

2014 2013

(In Thousands)
Trade £2,490,492 $2,250,843
Accrued expenses 1,108,344 1,127,150
Advances and deposits from customers 724,656 633,422
Due to related parties (Note 25) 646,676 512,489
Nontrade 240,322 40,324
Other taxes payable 219,367 147,783
Other payables 174,234 246,818
£5,603,991 4,958,829

Trade payables are noninterest-bearing and normally have payment terms of 30 to 60 days.

Accrued expenses represent accruals for utilities, customers’ rebates, salaries and wages, other
employee benefits.

Nontrade payables represent accounts with suppliers other than production-related expenses.
These are noninterest-bearing and have an average term of three months or less.

Advances and deposits from customers represent the following:

« Advances and deposits that are applied against subsequent shipments thus, are generally
outstanding for less than 30 days from initial recognition; and,

= Interest-bearing cash bonds that are refundable anytime upon demand by the customers.
Accrued interest is normally settled monthly throughout the financial year.

Tota] amount of intercompany payables eliminated as of December 31, 2013 amounted to
£1.3 billion.
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15. Financial Risk Management Objectives and Policies

The Company is exposed to various financial risks, which inchide the effect of changes in debt
structure, equity market prices, foreign currency exchange rates and interest rates. The
Company’s overall risk management program 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
foreign 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, It
provides principles for overall risk management, as well as policies covering specific risk areas
such as interest rate risk, foreign exchange risk, counterparty risk, use of derivative financial
instruments and investing assets in excess of liquidity requirements.

The Company’s principal financial instruments, other than derivatives, consist of cash and cash
equivalents and notes payable. The main purpose of these financial instruments is to raise funds
for the Company’s operations. The Company also has various othér financial assets and [iabilities
such as trade and other receivables, advances to employees, guarantee deposits, restricted cash and
trade and other payables 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 BOD reviews and
approves the policies for managing each of these risks and they are summarized below. The
Company’s accounting policies in relation to financial instruments are set out in Note 2 to the
consolidated financial statements.

Market Risks

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

Foreign Currency Risk
Foreign 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. Of the Company’s revenues, approximately 0.1% in 2014 and 0.2%
in 2013 are denominated in currencies other than the Peso. The Company may hedge certain
foreign currency-denominated borrowings or other instruments by entering into derivative
transactions.

Due to the local nature of the cement business, transaction 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 thereof, the Company may enter
into derivative contracts whenever necessary, which may be designated either as cash flow hedges
or fair value hedges, as appropriate.
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The table below summarizes the Company’s exposure to foreign currency risk before considering
the effect of hedging transactions. Included in the table are the Company’s foreign currency-
denominated assets and liabilities at carrying amounts:

December 31

2014 2013
In USD In PHP In USD In PHP
{{n Thousands)
Assets;

Cash and cash equivalents §1,840 82,285 $1,697 P75,345
Trade and other receivables 166 7,155 — -
2,000 89,440 1,697 75,345

Liabilities:
Trade and other payables 11,813 528,277 128 5,083
Nel exposure {39,813) (P438,837) £1,569 269,662

Converted to Philippine peso at USS1.00:P44.72 as of December 31, 2014 and USSL.00:R44.40 as of December 31, 2013,

The following table demonstrates the sensitivity of the Company’s income before income tax {due
to changes in fair value of monetary assets and liabilities after considering the impact of hedging
transactions) to a reasonably possible change in U.S. dollar exchange rate, with all other variables
held constant:

US Dollar Effect on Income
Appreciates (Depreciates) by Before Income Tax
{in Thousands)
December 31, 2014
Sensitivity 1 10% ($43,884)
Sensitivity 2 {(5%) 21,242
December 31, 2013
Sensitivity 1 10% 6,966
Sensitivity 2 (5%) (3.483)

* The effect on equity pertains to the amount that divectly impact equily only.

The impact of any change in foreign exchange rate on the embedded currency forwards of the
Company is immaterial.

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.

The Company is exposed to fluctuations in financing costs and market value movements of its
debt portfolio related to changes in market interest rates. The Company’s interest rate exposure is
mainly addressed through the steering of the fixed/floating ratio of net debt. To manage this mix,
the Company may enter into derivative transactions, as appropriate. As at December 31, 2014 and
2013, the Company has minimal exposure to interest rate risk.

Credit Risk
Credit risk is the risk that counterparties may not be able to settle their obligations as agreed. To
manage this risk, the Company periodicalily assesses the financial reliability of customers.
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The Company constantly monitors its credit risk exposures. Counterparties to financial
instruments consist of a large number of major financial institutions, The Company does not
expect any counterparties to fail in meeting their obligations, given their high credit ratings. 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, except for the following financial assets:

Gross Maximum Exposure®™ Net Maximum Exposure™
December 31, December 31, December 31, December 31,
2014 2013 2014 2013

{In Thousands)

Loans and receivables:

Cash and cash equivalents* P2.694,118 $£2,145,175 B2,673,6670 B2,132,413

Trade and other receivables:
Trade:

Dealers 1,002,527 772,315 632,047 496,404

Retailers 79,393 66,357 57,932 38,536

Institutional 720,447 680,115 635,762 554,586

Restricted cash** 81,019 71,424 86,519 65,598

Total B4,577,504 R3,735,386 P4,079,330 P3,287,547

M Gross Jfinancial assets before taking into account any collateral held or other credit enhancements
or off¥etting arrangements.
) Gross financial assets after taking into account any collateral or other credit enhancements or offsetting
arrangements or deposit insurance.
* Excluding cash on hand.
€* Inciuded under " Other noncurrent assets” aceount in the consolidated balance sheets.

The Company trades only 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 to bad debts to minimal.

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

The following tables present the credit quality of the financial assets as at December 31, 2014 and
2013:

December 31, 2014

Past Due Past Due
Meither Past dve nor Impaired but not and
Class A Class B Class C Impaired Ympaired Total
{In Thousmnds}
AFS financial assets
Quoted shares 2176 P - P P 2176
Unqgugted shares 3,764 - - - - 3,764
Loans and receivables
Cash and cash equivalents
Cash in banks 2,086,148 - - - - 2,086,148
Short-term deposits 607,970 - - - - 607,970

Forward
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December 31,2014
Past Dur Past Due
Neither Past due nor Impaired but not and
Class A Class B Class C Impaired Impaired Total
fin Thousands}
Trade and other receivables
Trade
Dealers B21,781 £753,526 B117,332 ‘B107.888 B32,067 P1,034,594
Retailers - 44,618 1,707 33,008 5,876 §5,269
Institutional 3,278 577,234 1,606 137,329 74,768 795,215
AFR/RMX/others 944 53,402 978 268,518 34,542 358,780
Due from related partics 75,73% - - - - 75,739
Other receivables - - 57,261 - 3,624 60,885
Advances to employzes* - B 67,777 - - 67,777
Restricted cash** 41,019 - - - - $1,019
Guarantee deposits** — - 42,693 - - 42,693
Tota P2.880,815 P1,430,780) ¥2190,354 P546,803 B151,277 P 5.300,02%
*Included under "Other current asseis” in the conselidated balance sheet,
wfneiuded wnder “Other noncurrent assels” in the consolidated balance sheet.
December 31, 2013
Past Due Past Due
Meither Past due ner Jmpaired but not and
Class A Class B Class C- Impaired Impaired Total
{fn Thauseands)
AFS financial assets
Quoted shares BI76 b P B P— 2176
{nguoted shares 3,104 - - - - 3,764
Loans and receivables
Cash and cash equivalents
Cash in banks 1,004,534 - - - - 1,004,534
Short-term deposils 1,140,643 - - - - 140,641
Trade and other receivables
Trade
Dealers 646,388 63,934 14,975 47,019 20,246 792,562
Retailers 10,857 18,749 26,864 9,887 4,901 71,258
Institutional 301,393 31,790 160,844 136,088 65,681 745,796
AFR/RMX/others 43,591 25,720 286 124 481 32,956 231,034
Due from related pariies 1,610 - - - - 1610
Other receivables - - 62,345 - 314624 65,969
Adyances 1o employees* - - 51,929 - - 51,929
Restricted cash** THA24 - - - - F1.424
Guaraniec deposits** - — 36,222 - - 36,222
Tolal B3,224,378 R194,193 B353 465 8317475 P127.408 P4,216,919

*Included vnder "Other currenf assets " in the cansolidated balance sheet,
**ueluded under "Other noncurrent assels” in the consolidated balance sheet.

The Company uses the following criteria to rate credit risk on accounts receivable as to class:

Class Description

Class A Collateralized accounts from counterparties with excellent
paying habits or accounts from counterparties with no history
of default payment

Class B Secured accounts from counterparties with good paying habits
but with history of default payment

Class C Unsecured accounts

With respect to derivatives, held for trading financial assets, AFS financial assets and cash and
cash equivalents, the Company evaluates the counterparty’s external credit risk rating in
establishing credit quality.
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The tables below show the aging analysis of the Company’s financial assets as at December 31,
2014 and 2013:

December 31, 2014
Meither
Past Due Past Due but not Impaired Past
nor <30 3060 61-90 951-129 Due and
Total Impaired Days Days Days Drays lmpaired
I Thousonds)
AFS financial assets:
Quoted shares B176 Rr176 B- B = P P
Linguoted shares 3,764 3,764 - - - - -
Cash and cash equivalents:
Cash in banks 2,086,148 2,086,148 - - - - -
Shert-term deposits 867,970 667,970 - - - - -
TFrade and other receivabies:
Trade receivabies from:
Dealers 1,034,594 894,639 98,303 4,883 2,467 2,233 32,067
Retailers 85,269 46,325 30,952 00 213 993 5.876
Institutional 795,215 583,118 63,933 40,506 17,399 6,401 74,768
AFR/RMX/ others 358,780 55,320 151,168 59,588 38,996 18,466 34,942
Due from refated partics 75,739 75,739 - - - - —
Qthers 60,885 57,241 - - - - 3.624
Advances to employces*® 67,777 67,777 - - - - -
Restricted cash** 81,019 81,0419 - - - - -
Guarantee deposits** 42,693 42,693 - - - — -
Total P5,300,02%  P4,601,249 ®344,356 P 115,267 239,085 28,695 151,277

¥ Included under “Other current assets” account in the consolidated balance sheel.
*% fncluded under Other noncurrént assets " accoint in the consolidated balance sheet..

December 31, 2013
Neither
Past Due Past Due but not Impaired Past
nor <30 30-60 61-90 91-120 Dee and
Total Impaired Days Days Days Days Impaired
(I Thowsancds)
AFS financial assets:
Quoted shares R176 BI76 P- B P P P
Unguoted shares 3,764 3,764 - - - - -
Cash and cash cquivalents:
Cash in banks 1,004,534 1,004,534 - - - - -
Short-term deposits 1,040,641 1,140,641 - - - - -
Trade and other receivables;
Trade receivables from.
Dealers 792,562 725,297 23,306 15,102 2,089 6,022 20,246
Retailers 71,258 56,470 5,615 153 352 3,807 4,901
Institutional 745,796 544,027 50,372 26,169 1,579 51,968 65,681
AFR/BMX/ others 231,034 73,597 23,287 24,418 13,035 63,741 32956
Due from sefated parties 1,610 1,610 - - - - -
Others 65,969 62,345 - - - - 3,624
Advances 10 employecs* 51,929 51,928 - — - - -
Restricled cash** 71,424 71,424 - - - - -
Guarantee deposits™ 36,222 36,222 — - - — -
Total B4,216,919 B3,772,036 103,080 R635,842 £23.015 £125,538 P127,408

* Included under "Other current assefs" account in the consolidated balance sheet.
** Inolided under " Other noncurrent assets” account in the consolidared balance sheet,
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Liguidity Risk

Liquidity risk is the risk that the Company will encounter difficuity in raising funds to meet its
contracival obligations and commitments. The seasonality of revenue generation exposes the
Company to shortage of funds during slack season and may result in payment defaults of financial
commitments. The Company monitors this risk using a recurring liquidity planning 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. [t 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 level.

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
requirements at all times. In addition, the strong credit worthiness of the Company allows it to
make efficient use of the financial markets for financing purposes. As at December 31, 2014 and
2013, the Company has unutilized credit facilities of £10.4 billion and B3.0 billion, respectively.

The tables below summarize the maturity profile of the Company’s financial assets used for
liquidity management as at December 31, 2014 and 2013:

December 31, 2014
Less than Jto
On Demand 3 Mouths 12 Months  >1to S Ycars Total
{In Thousands)

AFS financial assets:
Quoied shares P B BI76 P~ P176
Unquoied shares - - 3,764 - 3,764
Loans and receivables:
Cash and cash equivalents:

Cash in banks 2,086,148 - - - 2,086,148
Short-term deposits - 607,970 - - 607,970
Trade and other receivables:
Trade receivables from:
Deglers 32,067 107,888 894,634 - 1,034,594
Retailers 5876 33,068 46,325 - 85,269
Institutional 74,768 137,329 583.118 - 795,215
AFR/AMX/ others 34,942 268,518 55,320 - 358,780
Due from related parties - - 75,738 - 75,739
Other receivables 3,624 - 57,261 - 40,885
Advances to employees® - - 67,777 - 67,777
Restricted cash** - - - 81,019 81,019
Guarantee deposits** - . - - 42,693 42,693
Total F2,237,425 £1,154,773 P1,784,11% P123,712 £5,306,029
* Ineluded under "Other current assals” account in the consolidated balance sheet.
** fuotuded under “Other noncurrent assels” accoun! in the consolidated balonee sheet.
December 31,2013
Less than Iio
On Demand 3 Months 12 Months  >1 %08 Years Tolal
{in Thousands)
AFS financial sssets:
Quoted shares P B 176 B P176
Unquoted shares - - 3,764 - 3,764
Loans and receivables: '
Cash and cash equivalents:
Cash in banks 1,004,534 - - - 1,004,534
Short-term deposits - 1,140,641 - - 1,140,641
Trade end other receivables:
{Forward)
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December 31, 2013

Less than 3t
On Demand 3 Months 12 Months  >1to5 Years Total

(In Thousands)

Trade receivables from:

Deaters P20:,246 847019 P725,297 B f792,562
Retailers 4,901 9,887 56,470 - 71,258
Institutional 65,681 136,088 544,027 - 5,796
AFRFMXK/ others 32,956 124 481 73,597 - 231,034
Due from related parties - - 1,610 - 1,610
Other receivables 3,624 - 62,345 - 65969
Advances to employees* - - 51,529 - 51,929
Restricted cash** - - - 71,424 71,424
Guarantee deposits** - — - 36,222 36,222
Total £1,131,042 P1,458,116 P1,519,215 Bi(7.646 £4,216 919

* Included under "Other current assels” account in the consolidated balance sheel,
** Ineluded under " Other noncurrent assets ' accaunt in the consofidated balance sheet.

The tables below summarize the maturity profile of the Company’s financial liabilities as at
December 31, 2014 and 2013 based on coniractual undiscounted payments:

December 31, 2014

Less than Jto
On Demand 3 Months 12 Months >1to & Years Total
fIn Thousands}
Other financial liabilities:
Notes payable - £2,100,105 - 2,100,105
Trade and other payables:
Trade 2,490,492 - o - 2,490,492
Nontrade payables 1,349,166 - - - 1,349,166
Due fo related parties 646,676 - - - 646,676
Advances from customers 258,232 - - - 255,232
Other payables 174,234 - - = 174,234
Total £4,915,80{) 2,100,105 E P P7,015,905
December 31, 20313
Less than lto
On Demand 3 Months 12 Months =1 to § Years Total
fin Thousands}
Finaneial liability at FVPL:
Derivative liability* B B- £4,282 - R4.282
Other financial liabilities:
Notes payable - 893,000 - - 893,000
Trade and other payables:
Trade 2,250,843 - - - 2,250,843
Nontrade payables 1,167,474 - - - 1,167,474
Due 1o related pariies 512,489 - - - 512,489
Advanges from customers 153,173 - - - 153,173
Accrued intercst 23,114 - - - 23,114
Other payables 111,101 - — - 111,101
Total $4,218,194 B393.000 £4,282 - 25,115,476

*Included under "Trade and Other Payables” account in the consolidated balance sheel.

Capital Management Policy

The Company considers equity attributable to 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 weil as to cater for its growth targets in order to
provide returns to shareholders and benefits for other stakeholders and to maintain a cost-efficient
and risk-optimized capital siructure.

The Company manages the capital structure and makes adjustments to it in light of the changes in
economic conditions, its business activities, investment and expansion program and the risk
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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.

The Company monitors capital, among others, on the basis of gearing ratio. Gearing is calculated
as net financial debt divided by total equity in the consclidated balance sheets as shown in the
table below:

2014 2013
{in Thousands)

Notes payable £2,100,105 £893,000
Customers” deposits* 468,824 480,249
Financial debt 2,568,929 1,373,249
Less cash and cash equivalents 2,698,207 2,149.104
Net financial asset (129,278) (775,855)
Total equity 22,092,876 21,476,327
(earing ratio {0.6%) (3.6%)

* Included as part of "Trade and other payables™
The Company’s target is to maintain a gearing ratio in the range of no more than 100 percent.

Total equity increased by 2.9% in 2014 and 4.5% in 2013 as a result of improvement in operating
resulis for these years.

16.

Financial Assets and Liabilities

Fair Value of Financial Instruments

The estimated fair value of each class of the Company’s financial instruments except long-term
debt, is equal 1o their carrying amount as at December 31, 2014 and 2013, The following methods
and assumptions are used to estimate the fair value of each class of financial instrument for which
it is practicable to estimate such value:

Cash and Cash Eguivalents, Trade and Other Receivables, Advances to Employees, Restricted
Cash, Long-term Financial Receivable, Notes Payable and Trade and Other Payables. Due to the
short-term nature of the transactions, the fair values of these instruments approximate the
corresponding carrying values as of end of each reporting period.

Derivative Liabilities. The fair values of the embedded currency forwards with notional amount
of US$545,959 are calculated by reference to current forward exchange.

AFS 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 are carried at cost, net of any impairment in value.

Guarantee Deposits. These are carried at cost, less any impairment in value, which approximates
their fair values calculated using the discounted cash flows method.
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Fair Value Hierarchy
Below are the list of financial assets and liabilities carried at fair value that are classified using a
fair value hierarchy as at December 31:

2014
Level 1P Level 2 Total
{In Thousands)

AFS financial asset -
Quoted equity securities B145 P145

2013

Level 11" Level 2t Total
{In Thousands)

AFS financial assets -

Quoted equity securities B176 P- 176
Financial liability at FVPL -

Derivative financial liabiity* — (4,282) {4,282)
Total B176 (£4,282) (B4,106)

W Fair vatue 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 either divectly or indirectly
ohservable for the assets or linbilities.
*Iroiuded under “Trade and other payables™ account in the consofidated balance sheet,

As at December 31, 2014 and 2013, the Company does not have financial instruments whose fair
values are determined using inputs that are not based on observable market data (Level 3). There
were no reclassifications made between the different fair value hierarchy levels in 2014 and 2013,

17.

Provisions
2014 2013
(fn Thousands)
Provision for site restoration costs P136,974 P127,778
Other provisions 43,632 49,172
P180,606 R176,950

Provision for Site Restoration Costs

The Company is required either expressly nnder mineral production sharing agreements or
through customary business practice to restore the surface and underground of a quarry/pit after
exploration. A provision for site restoration cost is recognized based on estimated environmental
obligation.
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The movemenits in the proviston for site restoration cost as at December 31, 2014 and 2013 are as

follows:
2014 2013
{fn Thousands}
Balance at beginning of year P127,778 P138,903
Additions/reversal 11,754 (7,355
Accretion and other adjustments {2,358) (3,770)
Balance at end of vear P136,974 £127,778

Additions represent new provisions for site restoration costs for the year.

The accretion is presented as part of “Interest and financing charges” in the consolidated
statements of income (see Note 24).

Other Provisions

Other provisions pertain to provisicns for probable claims, tax assessments and other litigations
involving the Company. The timing of the cash outflows of these provisions is uncertain as it
depends upon the outcome of the Company’s negotiations and/or legal proceedings, which are
currently ongoing with the parties involved. In 2014, all provisions refated to claims and cther
litigations as of December 31, 2013 were settled as a result of the final decisions of the
Company’s negotiations and/or legal proceedings. The Company recognized provision for tax
assessment amounting to P43.6 million in 2014, presented under “General and administrative
expenses - Others” in the consolidated statement of income (see Note 20).

18. Equity
a. Capital Stock

The composition of the Parent Company’s capital stock is as follows:

Number of Shares

Authorized - 1 par value
Prefesred shares 20,000,000
Common shares 9,980,000,000
Issued - Common shares 6,452,099,144

The preferred shares are cumulative and nonparticipating and entitled to preferential dividend
rate when declared by the BOD of the Parent Company. There were no preferred shares
issued and outstanding as at December 31, 2014 and 2013.

The Parent Company’s common shares were registered/listed on June 17, 1996. Total shares
registered and outstanding as at December 31, 2014 and 2013 is 6.5 billion. These shares are
held by 5,606 and 5,685 stockholders as at December 31, 2014 and 2013, respectively. There
have been no recent changes in the number of shares registered and outstanding.

b. Other reserves represent the Company's share in the performance compensation scheme of the
Holcim Group.
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¢, Retained Earnings
The Parent Company’s retained ecamings available for dividend declaration as at
December 31, 2014 amounted to 5.7 billion based on the guidelines set in the Securities
Regulation Code Rule 68, As Amended (2011).

Cash dividends declared are as follows:

2014 2013 2012
Cash dividend per share F0.70 P0.55 P0.25
Amount declared B4.5 billion 3.5 billion 1.6 billion
Declaration date May 16,2014 May 23, 2613 May 17, 2012

Record date June 13, 2014

On May 11, 2014, the BOD of HPMC declared cash dividends totaling B570.1 million

June 21, 2013

(8247 per share) for stockholders on record as of May 30, 2014.

June 11, 2012

19. Cast of Sales
2014 2013 2012
{in Thousands}

Raw, packaging and production materials
{(Notes 25 and 28) B7,432,111 £5,686,523 5,352,630
Power and fuel (Note 28) 6,774,355 ¢,244,485 6,686,784
Transportation and communications 2,376,697 1,950,102 2,166,403
Qutside services (Notes 25 and 28) 1,946,516 1,902,303 1,016,017
Personne} (Notes 22 and 27) 1,473,826 1,581,121 1,492,480
Repairs and maintenance 1,424,525 1,609,592 1,423,446
Depreciation, amortization and depletion (Note 23) 1,351,723 1,397,982 1,418,670
Taxes and licenses 255,958 248,754 250,530
Insurance 154,844 168,609 160,768
Rent (Note 28) 49,998 46,318 81,535
Others (Note 6) 357,327 180,681 332,956
P23,597,880 B21,016470 $20,390,619

20. General and Administrative Expenses
2014 2013 2012
{In Thousands}

Personnel (Notes 22 and 27) B517,866 R453,875 £563,264
Cutside services (Note 25) 207,178 262,447 359,028
Software implementation costs (Note 25) 204,475 91,311 84,977
Office expenses 155,308 125,909 96,274
Taxes and licenses 61,707 31,928 13,715
Depreciation (Note 23) 59,336 66,346 43,355
Transportation and communications 23,292 30,202 22,811
Directors’ fees 19,100 18,428 16,567
Entertainment, amusement and recreation 1,227 909 1,563
Others (Notes 17, 25 and 28) 77,014 163,817 81,825
P1,326,503 81,245,172  P1,285,379
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Others include training expenses, community services and expenses related to the Company’s

ongoing infernal projects.

21, Selling Expenses
2014 2013 2012
{In Thousands)
Personnel (Notes 22 and 27) P184,944 P194,727 £176,581
Advertising 116,117 86,699 86,359
Qutstde services 47,685 58,048 35,493
Transportation and communication 43,385 27,166 34,050
Office expenses 35,773 30,393 21,040
Provision for doubtful accounts (Note 5) 26,363 11,834 36,894
Depreciation (Note 23) 11,545 11,319 13,414
Taxes and licenses 9,185 5,629 9,362
Qthers {Notes 28) 26,545 76,188 22,154
£501,542 502,003 P435,347
Others include insurance, utilitiecs and expenses related to the Company’s ongoing internal
projects.
22. Personnel Expenses
2014 2013 2012
{In Thousands)
Salaries, wages and employee benefits 1,493,290 P1,690,845 P1,695,105
Retirement benefit costs (Note 27) 182,212 154,263 115,958
Training 56,701 67,301 74,130
Others 444,433 317,310 349,132
B2.176,636 2,229,723 P2,234,325
23. Depreciation, Amortization and Depletion
2014 2013 2012
{In Thousands)
Property, plant and equipment (Note 10):
Cost of sales (Note 19) P1,333,520 P1,379,779 P1,414,593
General and administrative expenses (Note 20) 59,336 66,346 43,355
Selling expenses (Note 21) 11,545 11,319 13,414
1,404,461 1,457,444 1,471,362
Intangible assets (Note 11):
Cost of sales (Note 19) 18,203 18,203 3,477
B1,422,604 P1,475,647 1,474,839
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24, Interest and Financing Charges and Others - Net

Details of interest and financing charges are as follows:

2014 2013 2012
(In Thousands)

Interest and amortization of debt issue costs

on:

Notes payable (Notes 13 and 25) B41,929 P3,484 3,537

Long-term debt - - 55,292
Aceretion of provision for site restoration cost

and others (Note 17) 1,741 1,615 {3,812)

P43,670 P5,099 855,017

On February 5, 2009, the Parent Company obtained a five-year unsecured FPhilippine
peso-denominated term loan from a local bank. The loan is equally divided into two, having fixed
and variable interest rates. In March 2012, the Company fully paid the loan and the remaining
unamortized debt issuance costs of B5.1 million was fully amortized.

Details of others - net are as follows:

2014 2013 2012

{In Thousands}
By products and other revenue {Note 25) P89,378 P142,594 R144,266
Gain (loss) on sale of property and equipment 12,305 (31,386) 19,831
Others 3,486 (11,046) 24,113
Ri105,169 R100,162 P188,210

23,

Related Party Transactions

Related party relationship exists when one party has the ability to control, directly or indirectly,
through one or more intermediaries, or exercise significant influence over the other party in
making financial and operating decisions. Such relationships also exist between and/or among
entities which are under common control with the reporting entity and its key management
personnel, directors or stockholders. In considering each possible related entity relationship,
attention is directed to the substance of the relationship and not merely the legal form. The
Company has transactions with the following related parties:

Parent:

»  Clinco Corporation (Clinco)

= Cemco Holdings, Inc. (Cemco): a subsidiary of Clinco

*  Union Cement Holdings Corporation (UCHC); a subsidiary of Cemco

Subsidiaries of Holcim Lid, (through Holderfin B.V.), a stockholder of HPIL:

Holcim Trading Pte. Ltd., Singapore (Holcim Trading)
Holcim 1P Lid., Switzerland (HIPL)

Holeim Group Support Lid., Switzerland (HGRS)
Holeim Services (Asia) Lid., Thailand (HSEA)

Holeim Technology and Services (HTSX)

Holcim Technology (Singapore) Pte. Ltd (HTPL)
Holcim East Asia Business Service Centre B.V (HEAB)
Other Holeim Group Affiliates
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The following table summarizes the related party transactions and outstanding balances as of and
for the years ended December 31, 2014 and 2013:

2014 2013
Transactions Ouistanding  Transactions  Quistanding
Dauring Receivable During Receivable
Related Parties  Nafure the Year {Payable) the Year (Payable) Terms and Conditions
{in Thousands)
Parent
UCHC Short-term loans #1,500,000 {#1,080,600) £2,343,000 (P893,000) Interest- bearing,
unsecured
Interest expense 17,75% - - —  Unsecured
Payment of 5,457 {(5,413) 81 81 Noninterest- bearing,
expenses unsecured, not impatred
Cemco Payment of 5,156 . {(5,138) 18 18 Moninterest- bearing,
£XpENSES unsecured, not impaired
Advances 3,75 - - —  Unsecured, not impaired
Clinco Payment of 25 27 2 2 Noeninterest- bearing,
EXDETISES unsecured, not impaired
Afhilintes
HSEA Purchases andfor 241,909 (123,316) 110,428 {35,107y Noninterest- bearing,
gxpense unsecured
Revenue 12,196 — 15,021 - Noninterest- bearing,
unsecured, not impaired
HTSX Purchases andfor 1,437,128 {274,994 1,495,182 (365,608) Moninterest- bearing,
expense unsecured
Advances 9,492 - - ~  Noninterest- bearing,
unsecured
Holcim Trading  Purchases and/or 300,421 (230,490} 237,343 {111,417y Noninterest- bearing,
expense unseciured
HTPL Purchases and/or 62,760 (62,760) - —  Noninterest- bearing,
exXpense unsecured
HEAB Advances 67,650 67,650 - —  Moninterest- bearing,
unsecured, not impaired
Revenue 3,225 - - —  Unsecured, not impaired
Other Holcim Advances - - - 1,508  Noninterest- bearing,
Group Affiliates unsecured, not impaired
Purchases and/or 12,094 (8,225) 357 {357 Nonrinlerest- bearing,
expense unsecured
Advances 5,460 8,062 - —  Noninterest- bearing,

unsecured, not impaired

Cemco and Clinco
The Company grants noninterest bearing advances to Cemce and Clinco for working capital
requirements.

UCHC

The Company availed of various short-term loans from UCHC in 2014 and 2013. The applicable
interest of the loans is equal to the prevailing interest rate nsing PDST-F rate for one month plus
1%. The short-term loans are for a peried of one year (see Note 13),

HSEA

The Company’s network server and information technology database is handled by the
information technology services group of HSEA and provides the necessary training assistance to
employees.  Expenses for services provided are mostly shown as part of “Software
implementation costs” and “Outside services” accounts in the “General and administrative
expenses” (see Note 20), Other income amounting to 212.2 million and £15.0 million in 2014 and
2013, respectively, represent manpower services provided by the Company to HSEA (see
Note 24).
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HTSX

The Trademark Agreement and Technical Support Agreement with HIPL and HGRS, expired on
December 31, 2012. Effective January 1, 2013, a new contract with HTSX came into force
introducing the application of new Industrial Franchise Fee (IFF). The basis for charge is different
from the previous agreement and a direct comparison is not possible, The new agreement is
aligned with the Organization for Economic Co-operation and Development (OECD) principles
and takes in to account arm’s length transfer pricing principles.

The IFF shall cover all intellectual properties and value-adding solutions derived by the Company.
IFF is an annual charge payable quarterly and is based on fair assessment of economic value of
intellectual properties and value adding sclutions. The implementation of the new agreement will
eliminate the separate charging for services provided by HGRS and HIPL over and above the
Trademark Agreement and Technical Support Agreement, under the prevailing system. This new
agreement is separate with the existing agreement with HSEA for information technology related
service.

HTSX also renders managerial and project support services to the Company.

Total expenses incurred in 2014 and 2013 amounted to 1.4 billion and 1.5 billion (see Note 19).
As of December 31, 2014 and 2013, the outstanding liability with HTSX amounted to £274.1
miltion and £365.6 million, respectively.

In 2013, HIPL and HGRS were merged to form HTSX. All cutstanding balances in the books of
HIPL and HGRS as of December 31, 2013 and 2012 are now reflected in the books of HTSX.

Holcim Trading
The Company imports clinker and raw materials, such as gypsum and granulated blast furnace

slag. Total purchases from Holcim Trading amounted to £300.4 million, £237.3 million and
R175.5 million in 2014, 2013 and 2012, respectively.

HTPL

On January 1, 2014, the Company entered into a service agreement with HTPL, for support
services. The new service agreement is complementary fo the existing Franchise Agreement. The
services shall be based on all costs and expenses incurred by HTPL plus a certain mark-up. This
agreement will be in effect unless and until superseded.

HEAB
Advances to HEAB pertain to project cost and expenses paid by HPI and HPBSCI in behalf of
HEAB amounting to 230.7 million and £36.9 million, respectively.

QOther Holcim Group Affiliates
The Company’s transactions with Other Holcim Group Affiliates include intercompany charges
for salaries and wages of inbound and outbound expatriates.

Retirement Benefit Funds

a. As of December 31, 2014 and 2013, HPI’s defined benefit retirement fund has investments in
HPI's shares with a cost of 6.7 million. The retirement benefit fund’s total gains arising
from the changes in market prices amounted to 23.1 million in 2014 and £18.6 million in
2013.
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b. HPMC’s retirement benefit fund has investments in shares of stock of Clinco. As of
December 31, 2014 and 2013, the Fund has a total subscription of 40.0 million in Clinco’s
common shares while its total subscription payable amounted to #29.6 million.

AH of the funds’ investing decisions are made by the Board of Trustees which is composed of
certain officers of HP1. The power to exercise the voting rights rests with the Board of Trustees.

Terms and Conditions of Transactions with Related Parties.

QOutstanding balances at year-end are unsecured and settlement occurs in cash. There have been
no guarantees provided or received for any related party receivables or payables. As at December
31,2014 and 2013, the Company has not recognized any impairment losses on receivables relating
to amounts due from related parties. This assessment is undertaken each financial year through a
review of the financial position of the related party and the market in which the related party
operates.

Amounts due from related parties is inciuded in “Trade and other receivables™ and amounts due to
related parties is included in “Trade and other payables” accounts in the consolidated balance
sheets.

Key management personne}
The following are the details of the compensation of key management personnel:

2014 2013 2012

(In Thousands)
Short-term employee benefits £184,083 £158,933 P129,870
Retirement benefits cost 41,533 59,590 13,698
P225,616 $218,523 P143,568

26.

Income Tax

The provision for current income tax represents RCIT of the Parent Company, HPMC, Bulkcem,
HPBSCI and Mabini, and MCIT of HMDC and HRDC in 2014, and RCIT of the Parent Company,
HPMC, and Mabini, and MCIT of Bulkcem, HMDC and HRDC in 2013.

The reconciliation between the statutory and effective income tax of the Company is as follows:

2014 2013 2012
{In Thousands)
Income before income tax P7,299,226 6,402,864 £3,196,230
Income tax at statutory income tax rate $2,189,768 P£1,920,85% 1,558,869
Change in unrecognized deferred income
fax assets (1,371) 23,056 60
Income tax effects of:
Use of OSD (50,171} (37,057) (38,275}
Nondeductible expenses 17,802 2,459 48,331
Interest and other income subjected 1o
lower tax rates (4,025) (50,407) {5,277)
Income not subject to income tax - {903} {n
Qthers 720 (14,503) 10,279
Income tax at effective tax rate P2,152,723 £1,843,504 P1,573,986
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The components of the Company’s net deferred income tax assets as at December 31, 2014 and
2013 are as follows:

2014 2013
{fn Thousands)
Net deferred income tax assets:
Deferred income tax assets
Retirement benefit liability 2174,877 £149,212
Provision for bonus accrual 61,017 88,080
Altowances for:
Doubtful accounts 45,383 38,222
Decline in value of inventories 58,921 54,984
Impairment fosses on property, plant and equipment 47,175 65,768
Accrued expenses 59,402 57,265
Provision for sife restoration costs 38,031 35,225
Unamortized past service costs 25,857 23,833
Unamortized deferred charges 7,050 7,050
Unrealized foreign exchange losses 2,863 650
Unamortized interest income 485 761
NOLCOQ, Excess MCIT and others 23,188 30,686
544,249 552,136
Deferred income tax labifities
Capitalized cost property, plant and equipment from
insurance proceeds 145,324 159,296
Unamortized amount of capitalized land site restoration costs 76,286 85,317
Undepreciated capitalized borrowing costs 51,618 52,346
273,220 296,959
Deferred income tax assets - net $271,629 P255,377

The net deferred income tax liabilities of £0.7 million and B1.4 miilion as of December 31, 2014
and 2013, respectively, pertains to the revaluation increment of property, plant and equipment at
deemed cost.

Deferred income taxes for temporary differences for HPMC and Mabini affecting gross income
were recognized using the effective tax rate of 18% as HPMC and Mabini availed of OSD as its
method of deduction for income tax purposes. Management forecasts that HPMC wiil be using
08D in the next three years.

Deferred income tax assets for the following deductible temporary differences and carryforward
benefits of unused tax losses and unused tax credits, have not been recognized as they have arisen
in subsidiaries that have been incurring losses for some time and may not be used to offset taxable
profits or tax liabilities of any other entity other than that of the entity from where such deductible
temporary difference arose:

2014 2013
{In Thousands}
Carryforward benefits of:
NOLCO B44,508 P81.,374
MCIT 163 354
Allowances for doubtful accounts 13,060 3,756
Unrecognized deferred income tax assets £17.433 £25,893
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MCIT totaling B0.5 million can be deducted against RCIT due while NOLCO totaling
£115.,0 million can be ctaimed as deduction against future taxable income as follows:

Date Incurred Expiry Date MCIT NOLCO
{In Thousands)

December 31, 2014 December 31, 2017 B361 P58,787

December 31, 2013 December 31, 2016 33 31,913

December 31, 2012 December 31, 2015 178 24,296

B572 £114,996

In 2014, the NOLCO of HRDC amounting to 0.2 million was applied against taxable income subject
to regular income tax due, while NOLCO incurred in 2011 amounting to P0.2 million expired in 2014,

27. Retirement Benefit Costs

Defined Benefit Retirement Plans

HPI and HPMC have distinct funded, noncontributory defined benefit retirement plans (the
“Plans™). The Plans cover all permanent employees, each administered by their respective
Retirement Committees or Board of Trustees.

ECLI, HMDC and HSSI, on the other hand, provide retirement benefits in accordance with
Republic Act 7641, “Retirement Pay Law™. Under the existing regulatory framework, Republic
Act 7641 requires a provision for retirement pay to qualified private sector employees in the
absence of any retirement plan in the entity, provided however that the employee’s retirement
benefits under any collective bargaining and other agreements shall not be less than those
provided under the law. The law does not require minimum funding of the plan. The Company
also provides additional post employment heaithcare benefits to certain senior employees in the
Philippines. These benefits are unfunded.

Effective March 16, 2014, HPBSCI accrued retirement benefits for all its regular employees
determined based on 85% of the member’s salary as defined every menth As discussed in Note 2,
the HPBSCI’s defined contribution plan is accounted for as a retirement obligation with minimum
guarantee. The retirement benefits costs were determined by a qualified independent actuary
using the projected unit credit method.

The following tables summarize the components of retirement benefit costs, the unfunded status
and the amounts recognized as retirement benefit liability of the Company:

Details of retirement benefit costs are as follows:

2014 2013 2012
{In Thousands)

Current service cost P93,506 P82,096  R60,155
Met interest cost 21,5585 18,298 14,550
Curtailment gain - (10,597) -
Retirement benefit costs recognized in profit or loss 115,061 89,797 74,705
Remeasurements recognized in OCI 19,396 113,744 117,226
Retirement benefli costs B134,457 B203,541 B191,931

The remeasurement [oss on retirement benefits consists of:
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The remeasurement loss on retirement benefits consists oft

2014 2013 2012
{In Thousands)

Actuarial loss (gain) arising from:

Changes in assumptions 226,120 P144,660 R162,922
Experience adjustments (12,764} (45,741) 3,757
13,356 98,919 166,679

Loss {gain) on plan assets* 6,040 14,825 (49,453)

P19,396 P113,744 P117,226

* Excluding amounts recognized in net inferest eosi.

The reconciliation of benefit lability recognized in the balance sheets follows:

2014 2013
{In Thousands)

Present value of benefit obligation P1,297,527 1,261,204
Fair value of plan assets (714,603) (763,831)
Balance at end of year P582,924 B497,373
The breakdown of the retirement plan liability per entity follows:

2014 2013

{Irn Thousands)
HP1 £330,621 £226,701
HPMC 247,914 264,082
ECLI 1,524 6,590
HMDC 125 =
HSSI 57 -
HPBSCI 2,683 -
P582,924 P497,373

Movements in the retirement benefits liability are as follows:

2014 2013

(In Thousands)

Balance at beginning of year 2497373 £362,299
Retirement benefit costs 115,061 89,797
Remeasurement loss recognized in OCI 19,396 113,744
Contributions (48,906) {68,467)
Balance at end of year £582,924 R497.373

The changes in the present value of defined benefit obligation are as follows:

2014 2013
{in Thousands)

Balance at beginning of year P1,261,204 B1,119,716
Actuarial losses 13,356 08,919
Interest cost 56,940 61,336
Current service cost 93,566 82,096
Curtailment gain - (10,597)
Benefits paid (127,479) (59,612)
Settlements - (30,654)
Balance at end of year P1,297,527 £1,261,204
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The changes in the fair value of plan assets are as follows:

2014 2013
(In Thousands)

Balance at beginning of year £763,831 P757,417
Contributions 48,906 68,467
Loss on plan assets* (6,040} (14,825)
Benefits paid (127,479) (59,612)
Interest income on plan assets 35,385 43,038
Settlements - (30,654)
Balance at end of year B714,603 £763,831
Actual return on plan assets £29.,345 $28,213

*Excluding amounts recognized in nel interest cost.

The funds are administered by a trustee bank under the supervision of the duly Authorized Person
or Trustee of the Plans. The Authorized Person or Trustee is responsible for investment of the
assets. Based on the overall direction set by a Retirement Fund Committee, the Trustee proposes
an investment strategy and as approved by the Retirement Fund Commitiee, executes such
strategy. The Trustee defines the investment strategy, based on the investment instructions found
in the Trust Agreement. When defining the investment strategy, the Trustee takes into account the
Plans’ objectives, benefit obligations and risk capacity. The investment strategy is defined in the
form of a long-term target structure (investment policy). The control, direction, and management
of the funds shall reside in and be the sole responsibility of the Trustee.

The Plans’ assets and investments consist of the following:

= Cash and cash equivalents, which includes regular savings and time deposits;

» Investments in government securities, which include retail treasury bonds and fixed rate
treasury notes that bear interest ranging from 3.1% to 11.9% and have maturities from October
2014 1o October 2037

= Investments in corporate debt instruments, consisting of both short-term and long-term
corporate notes and land bonds, which bear interest ranging from 5.8% to 8.8% and have
maturities from October 2014 to January 2024; and

= [nvestments in equity securities; which consist of listed and actively traded securities of
companies in various industries as disclosed below.,

The percentages of fair value of total plan assets are as follows:

2014 2013
HPF1 HPFMC HFP1 HPMC
Cash and receivables 0.0% 0.8% 0.5% 0.1%
tnvestments in debt securities:
Government securities 41.3% 51.5% 43.1% 47.7%
Corporate debt securities 10.9% 19.1% 16.6% 21.2%
52.2% 71.6% 59.7% 68.9%
Investment in equity securities
Construction, infrastructure, property
and mining 14.4% 7.8% 12.6% 4.2%
Holding firms 7.7% 6.2% 7.8% 15.3%
‘Power and utilities %.8% 3.2% 5.0% 2.2%
Banks 4,6% 3.1% 4.2% 2.1%
Telecommunications 1.6% 2.1% 1.6% 2.0%
Others 9. 7% 5.2% 8.6% 3.2%
47.8% 27.6% 19.8% 31.0%
100.0% 100.0% 100.0% 100.0%
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The Company expects to contribute B34.7 million and P48.8 million to its defined retirement
benefit pension plans in HPMC and HPI, respectively, in 2013.

The present value of defined benefit obligation, fair value of plan assets, unfunded and funded
status and experience adjustments arising from plan assets and liabilities for the current period and
the previous four annnal periods are as follows:

2014 2013 2012 2011 2010
{Tn Thousands)

‘Present value of defined benefit

obligation P1,297,527 P1,261,204 P1,119,716 P974,984 R965,859
Plan assets {714,603y  (763,831)  (757417)  (747.256)  (712,141)
Unfunded status 582,924 497,373 362,299 227,728 253,718
Experience adjustments - gain (loss}:

Plan assets (6,040) (14,825) 49,453 {3,380) 68,928

Plan liabilities 12,764 45,741 (3,757 (20,8%4) 13,252

The principal assumptions used in determining the retirement benefit liability of the Company as
at December 31 are as follows:

2014 2013 2012
Discount rates 4,5% - 5.6% 4.5% - 5.0% 5.5%-57%
Future salary rate increases 5.6% 5.5% 5.0%

The sensitivity analysis below has been determined based on reasonably possible changes of each
significant assumption on the defined benefit obligation as of the end of the reporting period,
assuming if all other assumptions were held constant:

2014
Increase Lffect on defined benefit obligation
{decrease) HPI HPMC ECLI HSSI  HPBSCI HMDC.

{in Thousands)

Discount rate

Sensitivity 1 1% (R76,964) (B37410)  (P252) #®12) (B544) (B13)
Sensitivity 2 {(1%) 90,576 42,742 317 16 710 13
Future salary rate
increases
Sensitivity 1 1%  8§74% 41,212 31 16 698 12
Sensitivity | (1%) (73937}  (36,798) (253) (12) (546) (13)
2013
Increase Effect on defined benefit obligation
(decrease) HPI HPMC

{Tn Thousands)

Discount rate

Sensitivity 1 1% (£74,264) {P40,928)

Sensitivity 2 {1%) 87,462 46,992
Future salary rate increases

Sensitivity 1 1% 84,729 45,381

Sensitivity 1 (1%0) (73,405) (40,312)
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The management and its trustee bank reviews the performance of the Plans on a regular basis and
assess whether the Plans will achieve an invesiment return which, together with contributions, will
be sufficient to pay retirement benefits as they fall due. The Company also reviews its solvency
position on an annual basis and estimates, through the actuary, the expected contribution to the
Plans in the subsequent year.

The tables below show the maturity analysis of the undiscounted benefit payments as of

December 31:
2014
HPL HPPMC ECLI HPBSCI HMDC
{In Thousands)
Within one year P51,254 P11,286 | P13 B
More than one vear to
five years 244,155 120,867 - 952 -
More than five years 439,705 224,025 2,231 7,795 2,204
2013
HPI] HPMC
(In Thousands)
Within one year P27.894 B37,118
More than one year to five years 202,815 09,976
More than five years 443,966 223,625

Defined Contribution Retirement Plan

HPI has a defined contribution plan wherein the obligation is limited to the specified contribution
in the defined contribution plan, Total retirement benefits cost related to the defined contribution
plans amounted to P67.2 million, P64.5 million and B41.3 million for the years ended
December 31, 2014, 2013 and 2012, respectively.

Total consolidated retirement benefit costs recognized in the consolidated statements of income
are as follows:

2014 2013 2012
{in Thousands)

Expense recognized for:

Defined benefit plans B115,061 £89,797 £74,705
Defined contribution plan 67,151 64,466 41,253
Retirement benefit costs 182,212 B154,263 B115,958

28. Commitments and Contingencies
a. Leases

The Company has a number of lease agreements covering office spaces, warchouses, bulk
terminals and various equipment that are accounted for as operating lease with periods ranging
from one year to 11 years, Majority of the lease agreements for office spaces have rent
escalations wherein monthly rent increases over the lease terms, and provide for renewal
option under negotiated terms and conditions upon expiration. The Company records rental
expense on a straight-line basis over the base, noncancellable lease terms. Any difference
between the calculated expense and amount actually paid is recognized either as prepaid or
accrued rent, Prepaid or accrued rent is reflected as current or noncurrent asset and Hability,
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respectively, depending on its expected reversal date. Operating lease expense recognized in
the consolidated statements of income amounted ic R108.9 million, B104.3 million and
B139.5 million in 2014, 2013 and 2012, respectively (see Notes 19, 20 and 21).

Future minimum lease payable under non-cancellable operating leases as at December 31,
2014 and 2013 are as follows:

2014 2013

{(in Thousands}
Within one year P60,942 P66,629
After one year but not more than five years 175,684 231,992
More than five years 19,599 15,233
P247.225 P313,854

b. Contract with National Power Corporation (NFC)

i) For Barrio Ilang, Davac City Plant

On September 26, 2008, the Company renewed its coniract with NPC for the supply of
electricity to the Barrio Ilang, Davao City cement manufacturing facility for a period of
five years from September 26, 2008 to September 25, 2013. Charges and adjustments
from January 1 to September 25, 2013 and for the years ended December 31, 2012 and
2011 are as follows:

(a)

(b)

Basic Energy Charge

The tariff on electricity based on TOU rates as approved by the Energy Regulatory
Commission {(ERC) and in accordance with the provisions of the contract shall be the
bases of the basic charges and other billing adjustments. This will be applied to the
contracted monthly energy levels on a take-or-pay arrangement. For consumption
higher than one hundred twenty percent (120%) of the contracted level, the basic
energy charge to be applied shall be the prevailing ERC approved rate and other
adjustments plus twenty percent (20%) of such rate for the incremental increase
beyond the 120% of the contract energy.

A minimum charge based on the contract energy per billing period shall be paid using
the aforementioned basic energy charge subject to deductions and adjustments as
provided in the Contract,

Effective September 26, 2013, Davao plant became a “captive customer” of Davao
Light and Power Company, the Distribution Utility (DU) which holds the franchise
for power distribution in the area pursuant to Energy Regulatory Commission
Resolution No. 27, Series of 2010.

ii) For Lugait, Misamis Ortental Plant

On

October 26, 2007, HPI entered into an agreement with NPC to continue the existing

arrangement between HPMC and NPC for the supply of electricity at the Lugait, Misamis
Oriental cement manufacturing facility. The agreement shall be effective for a period of
five years from November 26, 2007 to November 25, 2012. Charges and adjustments are
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the same as that of Davao City Plant. Renewal of the supply contract with NPC will be
through Misamis [ Oriental Electric Cooperative (Moresco I) following Energy
Regulatory Commission’s ruling. Starting December 2012, power supply to Lugait will
come from Moresco I with no price impact to Lugait.

The related expense under this contract is recognized as part of “Power and fuel™ account in
the Cost of Sales (see Note 19).

Lawsuits

The Company is either a defendant or plaintiff in several civil, criminal and labor cases
primarily involving collection and claims for damages. Based on the assessment of
management and the opinion of the Company’s external legal counsels, the resolution of such
cases will not result to any significant liability.

The disclosure of additional details beyond the present disclosures may seriously prejudice the
Company’s position and negotiating strategy. Thus, as allowed by PAS 37, “Provisions,
Contingent Liabilities and Contingent Assets”, only general descriptions were provided.

Supply Agreement with Philippine Phosphate Fertilizer Corporation (Philphos)

On April 22, 2008, the Company entered into an agreement with Philphos for the supply of
lime-treated phosphor gypsum for a period of five years. Under the agreement, the minimum
volume the Company committed to purchase is 90,000 metric tons at a fixed price. The
Company paid cash deposit of R96.8 million to be applied as payment of material on the fifth
year of the agreement.

On April 23, 2013, the supply agreement was renewed for another five-year period. The
corresponding deposit is presented under “Other noncurrent assets - Guarantee deposits”
account in the December 31, 2013 consolidated balance sheet. Asof December 31, 2014, the
amount is recognized as part of “Other current assets - Advances to suppliers” as the amount
is due for refund in 2015 (see Note 7).

Supply Agreements with Pozzolanic Philippines, Inc. (PPI)

On August 22, 2012, the Company entered into various agreements with PPI for the supply of
fly and bottom ash to the Bulacan, Calaca and ready-mix (RMX) piants with a term of 15
years reckoned from May 1, 2012. Details and terms of the supply agreements are as follows:

i) Bulacan and Calaca

The separate supply agreements for Bulacan and Calaca plants require PP to deliver fly
ash at agreed specifications, volumes and price for a period of five years to be sourced
from its power pla nts in Batangas, Pangasinan and Quezon Province, where PPI has an
exclisive purchase agreement. In addition, PPI shall deliver bottom ash 1o the Company’s
cement plants free of charge.
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i) RMX

PPI shall supply fly ash with agreed specifications based on the annual volume
requirement of the Company for 15 years. Delivery schedules shall be agreed by PPI and
the Company and shall be made to the batching plants in Taguig and Bicutan.

The related expense under this contract is recognized as part of “Raw, packaging and
production materials” account in the Cost of Sales (see Note 19).

Electricity Supply Agreement (ESA)

On August 12, 2011, a 15-year ESA was signed with TA Oil to supply both Bulacan and La
Union plants, This supply agreement will commence in 2014. Source will be coming from
the 135 MW Puting Bato coal-fired power plant in Calaca, Batangas owned by South Luzon
Thermal Energy Corporation, a joint venture company of TA Oil and Ayala Corporation’s AC
Energy Holdings. Included in the agreement is the provision of back-up supply from the
Diesel Power Plants in Bulacan (TA Power) and in Bacnotan {CIP/TA Qil). In essence, power
supply for the Company’s Bulacan and La Union Plants is assured over a long-term period
without the uncertainties of how the Luzon grid supply situation will move. Electricity fee is
structured according to TOU rate with provisions to rate increases based on fuel purchased for
the power plant. The related expense under this contract is recognized as part of “Power and
Fuel” account in the Cost of Sales (see Note 19).

Sales Agreement with Petron Corporation (Petron)

On July 1, 2010, the Company entered into a five-year agreement for the supply of industrial
fuel oil (IFO), automotive diesel oil (ADO) and/or industrial diesel oil (IDO) with Petron,
effective from July 1, 2010 to June 30, 2015. Delivered quantities are based on the
Company’s estimated monthly consumption of 1 miilion liters for IFO and 0.7 million liters
for ADO/IDO. The related expense under this contract is recognized as part of “Power and
Fuel” account in the Cost of Sales (see Note 19).

Quarry Qutsourcing Agreements with ANSECA

The quarry outsourcing agreements with ANSECA for La Union, Davao, Bulacan and Lugait
plants have terms and duration of 10 to 11 years. The minimum volume requirement per plant
varies from 0.90 million to 1.70 million metric tons per annum. The related expense under
this contract is recognized as part of “Outside services” account in the Cost of Sales (see Note
19).

Coal Supply Contracts

The Company has contracts with two Indocoal suppliers, with a three-year term commencing
on January 1, 2010. Only the coal supply contract for one Indocoal supplier (PT Asia Pacific
Mining Resources) was extended until December 2014. The Company also entered into a
five-year contract with a local coal supplier, Semirara Mining Corporation, effective
January 1, 2010 until December 31, 2014, As of the closing date, the Company is in the
process of negotiating with local coal supplier for the renewal of the supply agreement. Force
majeure provides for relief from these obligations in case of economic shutdowns and serious
equipment breakdowns.
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As at December 31, 2014 and 2013, the Company was able to comply with the minimum
provisions of the coal supply contracts. The related expense under this contract is recognized
as part of “Power and fuel” account in the Cost of Sales (see Note 19).

J.  Supply Agreement with Lafarge

On April 11, 2014, the Company entered into a four-year cement supply agreement with
Lafarge Republic, Inc. to deliver the Type IP cement at an annua! volume of 300,000 metric
tons. The said product must comply with the Philippine National Standards (PNS) 63:2006
Standards and shall be processed at the Company’s plant in Mabini, Batangas. The agreement
commenced on Qctober 1, 2014. The sales related to this contract is recognized as part of the
Company’s revenue in 2014,

k. Others

There are contingent Habilities for tax assessments occurring in the ordinary course of
business. On the basis of information furnished by the Company’s legal counsels,
management belicves that none of these contingencies will materially affect the Company’s
financial position and financial performance.

29. Earnings Per Common Share (EPS)

Basic/diluted EPS is computed as follows:
2014 2013 2012

tIn Thousands, Fxcept Per Share Amounts)

Consolidated net income for the year atiributable to

common equity holders of the Parent Company P5,145,178 4,558,592 P3,621,171
Weighted average number of common shares -

Issued and outstanding 6,452,099 6,452,099 6,452,099
Basic/diluted EPS of net income atiributable to equity

hotders of the Parent Company P0.89 £0.71 PD.56

Basic EPS is computed based on weighted average number of issued and outstanding common
shares during each year. Diluted EPS is computed as if the potential common share or instrument
that may entitle the holder to common share were exercised as of the beginning of the year.
Where the Parent Company does not have any potential comnon share or other instruments that
may entitle the holder to common shares, diluted EPS is the same as basic EPS.

There are no dilutive financial instruments in 2014, 2013 and 2012, hence diluted EPS is the same
as basic EPS.

30. Environmental and Regulatory Matters
a. Executive Order (EO) 79
On July 6, 2012, the Philippine Government issued EO 79, Institutionalizing and

Implementing Reforms in the Philippine Mining Sector, Providing Policies and Guidelines 1o
Ensure Envirommental Profection and Respomsible Mining in the Utilization of Mineral

T
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Resources, also known as the Revised Mining ‘Act. EO 79 provides for the following, among
others:

» restriction on applications of mineral contracts and agreements in critical areas and
pending new legislation;

» review of performance of existing mining operations and cleansing of non-moving mining
rights holders;

» review of existing mining contracts and agreements for possible renegotiation of terms
and conditions;

= establishment of mineral reservations and opening of areas for mining through
competitive public bidding;

= disposition of abandoned ores and valuable metals in mine wastes and mill tailings; and,

= ¢reation of the Mining Industry Coordinating Council with powers and functions granted
by this EO.

On October 8, 2012, the DENR published Administrative Order No. 2012-07-A containing
guidance for the implementation of EO 79.

Management assessed that EO 79 will not have a significant effect on the current operations of
the Company. Management continucusly monitors the implementation of EQ 79 and its
impact on the industry in general.

Clean Air Act

The Clean Air Act and the related IRR contain provisions that have an impact on the industry
as a whole, and to the Company in particular, that needs to be complied with within 44 months
from the effectivity date or by July 2004. Based on the assessment made on the Company’s
existing facilities, management believes it complies with the provisions of the Clean Air Act
and the related IRR.

31. 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 to
transactions with other components of the Company), which operating results are regularty
reviewed by the chief operating decision maker to make decisions about how resources are to be
allocated 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 reportable operating segments in accordance
with PFRS 8, “Operating Segments”.

For management 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 and Helps-U-Build.
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Management monitors the operating results of its business segments for the purpose of making
decisions about resource allocation and performance assessment. Segment performance is based
on cperating EBITDA and is measured consistently with consolidated net income in the
consolidated statements of income. However, the Company’s finance income and charges and
income taxes are managed on a group basis, and are not allocated to operating segments. Transfer
prices between operating segments are on an arm’s length basis similar to transactions with third
parties.

The Company has determined the Clinker and cement segment as the only reportable segment.
Information on the other segments that are not reportable are combined and presented as “Others™.
Segment revenues, EBITDA, assets, liabilities and other information for segments as at
December 31, 2014 and 2013 and for each of the three years ended December 31, 2014 are
presented below:

2014
Adjustments
Clinker and
and Cement Others Total Eliminations Conselidated
{fn Thousands)
Revenue:
External customers B31,774,849 P373810 R32,648,659 R32,648,659
Inter-segment 464,303 - 464,503 {464,803) —
£32,239,652 P873,311 R33113462 {(P464,503) 232,648,659
Cperating EBITDA P8,502,920 (R157.582) £5,645,338 - £3,645,338
Segment assels 27,336,850 645,201 27,982,051 2,924,635 30,906,686
Segment liabilitics 6,127,731 224,748 6,352,479 2,461,331 8.813.810
Results -
Depreciation, amortization and
depletion 1,354,211 68,393 1,422,604 - 1,422,604
Other disclosures -
Construclion in-progress 2,674,532 - 2,674,532 - 2,674,532
2013
Adjustments
Clinker and
and Cement Others Total Eliminations Censolidated
(I Thousands}
Revenue:
Exiernal customers £28,195.962 8697 407 R28,893,369 - R28.893 369
Inter-segment 316,633 -~ 316,633 (316,633} -
828,512,595 P697 407 P29 210,002 (R316,633) P28,893,369
Operating EBITDA P7.713,141 (BI107,770) P7.605371 B P7,605.371
Segment assets 25270421 547857 25,818273 2,408,250 28,226,528
Segment liabilities 4,927,943 197,667 5125610 1,624,591 6,750,201
Results -
Depreciation, amortization and
depletion 1,412,786 62,861 1,475,647 - 1,475,647
(Other disclosures -
Construction in-progress 1,851,804 - 1,851,804 - 1,851,804
202
Adjustmenis
Clinker and
and Cement Others Taotal Eliminations Consolidated
fIn Thousands)
Revenue:
External customers £26,509,506 B649,49] P27,158,997 fan 27,158,997
Inter-segment 201,428 83,920 285418 {285.418) -
826,710,934 £733,481 B27 444,415 (F285,418) £27.158,997
{Forward}
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2012
Adjustments
Clinker and
and Cement Others Total Eliminations Consolidated
(s Thousands)
Operating EBITDA P6,667,530 (P145,039) £6,522 491 P P5,522.491
Segment assets 22,408,416 574,662 22,983,278 2,938 441 25,921,719
Segment liabilities 4,242 746 236,215 4,478,961 884,035 5,362,996
Results:
Depreciation, amorlizatien and
depletion 1,424,700 58,139 1,474 83% 1474839
Equity in net losses of a joint
venture 13,359 - 13,359 13,359
Other disclosures:
Asset held for sale 338,684 - 338,684 338,684
Construction in-progress 946474 - 046,474 046,474

Inter-segment revenues, other than those outside the Company, are eliminated upon consolidation
and reflected in the “Adjustments and eliminations” column. ATl other adjustments that are part of
detailed reconciliations presented further below, include the following:

= Finance income and charges, and foreign exchange gains (losses) on financial assets and
liabilities are not allocated to individual segments as the underlying instruments are managed

on a group basis.

»  Deferred income taxes and certain financial assets and liabilities are not allocated to those
segments as they are also managed on a group basis.

Following is the reconciliation of segment operating profit to consolidated income before income

tax:
2014 2013 2012
{In Thousands)

Operating EBITDA P8.645,338 P7,605,371 6,522,491
Depreciation, amortization and depletion {1,422,604) {1,475,647) (1,474,83%9)
Interest and financing charges {43,670) {5,099 (55,017

Interest and other financial income 13,029 29,474 19,981
Foreign exchange gains (losses) - net 1,964 (1,694) 8,763
Gain on sale of investment in a joint venture - 150,297 -
Equity in net losses earnings of a joint venture - - (13,359
Dividend income: - - 2
Others - net 105,169 100,162 188,208
Income before income tax £7,299,226 £6,402,864 25,196,230
December 31, December 31,
2014 2013
Segment assets B27,032,891 P25,817.488
Cash and cash equivalents 2,698,207 2,149,104
Investments 4,559 4,559
Deferred income tax assets - net 271,029 255377
Consolidated assets B30,906,686 R28.226,528
Segment liabilities P5,713,105 #5,125,701
Notes payable 2,160,108 893,000
Trade and other payables 654,410 503,169
Income tax payable 345,531 222,616
Derivative liability - 4,282
Deferred income tax liability - net 653 1,433
Consolidated liabilities Bg8.813,810 P6,750,201
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Geographic Information

2014 2013 2012
{In Thousands)

Revenues from exiernal customers

Local - P32,623,607 £238,847,602 $27,116,020
Export 15,052 45,767 42977
Total revenues £32,648,659 728,893,369 £27,158,997

The Company has no revenue from transactions with a single external customer accounting for

10% or more of the consolidated revenues. All property, plant and equipment of the Company are
tocated in the Philippines.
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INDEPENDENT AUDITORS’ REPORT
ON SUPPLEMENTARY SCHEDULES

The Stockholders and the Board of Directors
Holcim Philippines, Inc.

7th Floor, Two World Square

McKinley Hill, Fort Bonifacio

Taguig City

We have audited in accordance with Philippine Standards on Auditing, the consolidated financial
statements of Holcim Philippines, Inc. and its subsidiaries as at December 31, 2014 and 2013, and for
each of the three years in the period ended December 31, 2014, included in this Form 17-A, and have
issued our report thereon dated February 9, 2015, Our audits were made for the purpose of forming an
opinion on the basic financial statements taken as a whole. The schedules listed in the Index to the
Consolidated Financial Statements and Supplementary Schedules are the responsibility of the
Company’s management. These schedules are presented for purposes of complying with Securities
Regulation Code Rule 68, As Amended (201 1), and are not part of the basic financial statements.
These schedules have been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, fairly state, in all material respects, the information required
to be set forth therein in relation to the basic financial statements taken as a whole.
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HOLCIM PHILIPPINES, INC.

SUPPLEMENTARY SCHEDULE OF RETAINED EARNINGS

AVAILABLE FOR DIVIDEND DECLARATION
DECEMBER 31, 2014
{In Thousands)

Unappropriated retained earnings, beginning
Adjustment:

B5,330,783

Deferred income tax assets (excluding amounts recognized in OCI) (390,369)
Unappropriated retained earnings, as adjusted, beginning 4,940,414
Net income based on the face of audited financial statements 5,286,421
Decrease in deferred income tax assets {excluding amounts recognized in OCH) 30,759
Net income actual/realized 5,317,180
Less dividend declaration during the year (4.516,470)
Unappropriated retained earnings, as adjusted, ending B5,741,124




Company: Holcim Philippines Inc. (HPI)

Illustration of relationships between the company and its ultimate parent company, middle parent,
and it's subsidiaries

As of December 31, 2014

CLINCO
60%
CEMCO
60%
Y
UCHC PUBLIC HOLDERFIN
7.08%
60.55% 14.27% 18.11%
12%
HPI
74.29%
b 4 r Y v r
HSSI HPMC | *™* | HMDC ECLI HPBSCH WEB
100.80% 99.6% 100.00% 100.00% 100.00%
LORVI HRDC 88.0%
100.06% 100.80% hd
! MGMC
—
¥ )4 ¥
BPl CACI ACCI
100,00% 160.00% 100,00%
COMPANY NAME PRINGIPAL ACTIVITIES
CLINCO Clinco Corporation Investment holding in CEMCQ
CEMCO Cemeo Holdings, Inc. investment holding in UCHC and HP1
UCHC Union Cement Holdings Corporation Investment holding in HPI
HP Holcim Philippines, Inc. Manufacture and distribute cement products
HPMC Holcim Philippines Manufacturing Corporation Manufacture and distribute cement products
BPi Butkcem Philippines, Inc. Purchase, lease, sale of real properties
CACI Calamba Aggregstes Co., Inc. Mining, Processing and sale of quarry resources
ACCI Alsons Construction Chemical, Inc. Marnifacture, use and sale of admixtures
WEB Wellbourne International Group Limited invesiment holding in MGMC
MGMC Mabini Ginding Mill Corporation Manufacture and distribute cement products
HRDC Holcim Resources Development Corporation * Mining, processing and sale of quarry resources
HMDC Holcim Mining and Development Corporation ** Mining, processing and sale of quarry resources
ECLI Excel Concrete Logistics, Inc, Distribution of concrete and cement products
HPBSCH Holcim Philippines Business Services Center Inc. Business process outseurcing and other
information technology enabled sevices
HSSH Hubb Stores and Services, Inc. Retail operations
LORVI Lucky One realty Ventures, Inc. Purchase, lease, sale of real properties

*  Formerly Mabini Land Holdings Corp.
**  Formerly Holcim Aggregates Corp.




HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES
Philigpine Fnancial Reporting Stardards and interpretations
Effectlve rs of December 31, 2014

Title Adopted Not Adoptad |Not Applicakle
Framework for the Praparatien and Presentation of Financial Statements -
Conceptual Framework Phase A: Objactives and qualilalive characteristics
PFRSS Practlce Statement Manag t Commentary v
Phillppine Firancial Reporting Standards
PFRS 1 First-ime Adoption of Phillppiie Financial Reporling Standards v
Amendments 1o PFRS 1 and PAS 27: Cosl of an Invastment in & Subsidiary, Jointly v
Conlrolled Entily or Assoclate
Amendments lo PFRS 1: Addillonal Exemplions for First-lime Adopters v
Amendment lo FFRS 1: Limited Exemplion fram Comparalive PFRS ¥ Disclosures v
for Firgt-time Adoplers
Amendments to PFRS 4: Severe Hyperinflation and Reroval of Fixed Drafe for Firsl v
time Adopters
Lamendmenls to PFRS1: Governmenl Loans v
A dmenl to PFRS 1. Borrowing Costs bl
Amandment to PFRS 1: Meaning of Effective PFRS v
PFRS 2 | Share-based Payment v
Amentdments (o PFRS 2: Vesting Conditions and Cancellalions v
Armendments te PFRS 2: Group Cashi-sstiied Share-based Paymenl Transactions v
Amedment lo PFRS 2: Definiion of Vesting Condition Mol early adopted
PERG 3 Bysingss Combinations v !
Amendment to PFRS 3: Accounting for Contingent Constderalion in a Business Nol early adopted
Comblingtion
Amendment ta FFRS 3: Scope Exceplions for Joint Arangements Mot eary adopted
PFRS 4 Insurance Contracls v
Amerdments lo PAS 39 and PERS 4: Flnanclal Guarantes Contracts v
PFRS 5 Non-current Assets Held for Sale and Disconfinued Opsrations v
PFRS 6 Exploration for and Evaiuation of Mineral R 8 v
PFRS 7 Financial [nsin ls: Digclosures v
Amendments fo PAS 39 and FFRS 7: Reclassificalion of Financial Assets v
Amendments to PAS 39 and PFRS 7: Reclassificalfon of Financial Assets - v
|Eftective Date and Transition
Amendrments fo PFRS 7: Improving Disclosures aboud Financis! Insliuments d
Amendmants to PFRS 7: Disclosures - Transfers of Financial Assets v
Amendments to PFRS 7: Disclosures - Offsetling Financial Assets and Financial v
Liabilitias
Amendmenls to PFRS 7; Mandatory Effeclive Date of PFRS & and Transition v
Dlsclosures
FPFRE 8 Qperating Segments v
Amendments o PERS 8: Aggregalion of Operaling Segments and Reconcifialion of Mot early adopted
Ihe Tolal of the Reportable Segments’ Assels lo the Entily's Assets
PFRS 9 Finencial Instiuments Not garly adopted
‘Amendmenis to PFRS 9: Mandalory ERective Date of PFRS 9 and Transition Not eary adopled
Disclosures
PFRS 10 Censclidated Financial Siab v
Amendmerds to FFRS 10: Investment Entities v
PFRS 11 Jaint Amangements v
Amendments to PFRS 11! Inveslment Entilies v
PFRS 12 Disclosure of Interests in Other Enlities o
[PFRS 13 Falr Value Measurement v
Amendment lo PERS 13: Shord-lerm Recelvables and Payables d
Amendment kb FFRES 13: Portfolio Exception Nol early adopted
Philippine Accounting Standards {PASe)
PAS1 Prugenlalion of Financial Statements v
{Revised} Amendment to PAS 1: Capilat Disclosuras hd
Amendmens to PAS 32 and PAS {: Puttable Finenciat instruments and Obfigations v
Arising on Ligufdation
Amendments to PAS 1: Presentation of lems of Olher Comprehenciva income v
[Amencdments 1o PAS 1: Clarification of the Requirements for Comparative v
Presentation
FAS 2 invenloties v
FAS T Slalement of Cash Flows v
PAS [Accourting Poiicies, Changes in Accounting Estimates and Ermors v
PAS 10 Evenls after the Reporting Dale v
F&S 1 Construction Conkacts v
PAS 12 jincome Taxes v
Amengrment io PAS 12 - Defared Tax: Recovery of Underlying Assets v
FAS 6 Praperty, Flant and Equiomenl ¥
Amendment to PAS 18: Classificalion of Servicing Equipment v
Amendmant to PAS 16: Revaluation Method - Froperfionale Restatement of Not early adopled
Accumulated Bepreciation
PAS 17 Leases v |
PAS 18 Revenue v |




Title Adopted | Not Adopted [ Not Applicable
FAS 18 Employae Banefils v
Amendments to PAS 19: Acluarial Gains and Logses, Group Plans and Disclosures v
PAS 18 Emptoyee Benefits v
{Amendad)
Amendmenls to PAS 19; Defined Benefit Plans: Employee Conlributions Mot early adopted
PAS 20 Accounling for Govermment Grants and Disclosure of Government Assistance -4
PAS 21 The Effecls of Changes In Foreign Exchange Rales “
1Amendment; Net investment In a Foreign Operation v
PAS 23 iBorrewing Costs ]
(Revised)
BAS 24 Related Party Disclosures 4
{Revised)
Armed Is to FAS 24 Key Managemenl Personnel Mot eary adopted
PAS 28 Accounting and Reporling by Retirement Benefil Plans o
PAS 27 Consolidated and Separate Financia) Statements v
PAS 27 Consolidated and Separale Flnancia! Statemerits v
{Amended)
Amendmeants to PAS 27: Invesiment Entities v
P&S 28 Invesiments in Associates v
PAS 28 Investments in Associates and Joint Venhmes v
| {Amended)
PAS 259 Financial Reporing in Hyparinfationary Ec i v
PAS 31 interesls in Jeinl Venlures v
PAS 32 Finznclal Inskuments: Dsclosure and Presentation ~'
Amendmenls to PAS 32 and PAS 1: Pullabla Finarcial Instruments and Obligations v
aising on Liguidation
A frant L PAS 32; Classification of Rights fssues v
Amendment to FAS 32; Tax Effecl of Distribution to Holders of Equity Instruments v
A frments 1o PAS 32: Offselling Financial Assets and Financlal Liakiilies v
FAS 33 Eamings par Share v
PAS 34 Interim Financial Reporting v
Amendment 1o PAS 34: {nterim Financial Reporting and Segment Information for v
Total Agsets and Ljabilities
PAS 38 lmpakinent of Assels v
Amendments to PAS 38; Recoverable Amount Disclosuras for Nor-Financial Assets v
FPAS 37 Fravisk Contingent Liabilittes and Contingent Assels v
FPAS 3B Intangible Assets hd
Amendrients 1o FAS 38: Revaluation Method - Propottionale Restalement of Not early adopted
Accumulated Amordization
FAS 35 Financial Instruments: Recognilion snd Measurement v
Amendments to PAS 39: Transilion and Initial Recognition of Financial Assets and v
Financial Liabllities
Amendmenls to PAS 39 Cash Flow Hedge Accounting of Forecast Infragroug v
Transactions
Amendments to PAS 38: The Fair Value Optien s
Amendments to FAS 30 and PFRS 4: Flnanclg) Guarantee Contracts v
Amendments 1o FAS 39 and PFRS 7: Redassificallen of Financial Asgets hd
[Amendments o FAS 39 and PFRS 7: Reclassificalion of Financial Assets v
|Eftective Dete and Transition
Amendments lo Philippine Interpretation IFRIC—8 and PAS 38 Embedded v
Detivatives
Amendment kv PAS 39: Eligible Hedged Hems hd
{Amendments fo PAS 39: Novalion of Darivalives and Continuation of Hedge v
Accounting
PAS 40 Investrment Properly v
Agrandment 10 PAS 40; invesiment Property ot early adopted
PAS 41 Agricuiure v
Philippine nterpretation
IFRIC-1 Changes in Existing Decommissioning, Restoration and Similar Liabilties v
IFRIC-2 Mambers' Shares in Go-operative Entities and Similar instruments v
IFRIC4 Determining whether an Arrang it contelns a Lease >
IFRIC-5 Rights to Inlerests arising from Decornmissioning, Restoration ard Environmental v
Rehabilitalion Funds
IFRIC-8 Liabiltles arising from Parlicipating in a Specific Markel - Waste Eleclrical and v
Elechronic Eguipment
FRIC-7 Applying the Restalement Approach under PAS 20 Financial Reporting in v
Hyperinflationary Economies
IFRIC-8 Scope of PFRS 2 v
IFRIC-9 Reassessmenl of Embedded Dervatives v
Amendmenls to Philippine Imerpretation IFRIC-9 and FAS 3% Embedded -
Derivatives
IERIC-10 Interim Financlal Reporting and Impaimnent o
IFRIC-11 PFRS 2- Group and Treasury Share Transactions v
IFRIC-12 Service Congession Arrangemenls v
IFRIC-13 |Customer Loyalty Programmes v




Title Adopted Not Adopted | Not Applicable

[FRIC-14 The Limit en a Defined Benefit Asset, Minimum Funding Requiremearnts and their v

Interacijon

Amandments. fo Piflippine inlepretations IFRIC- 14, Prepayments of & Minlmum -

Funding Requirement
IFRIC-16 Hedges of a Net Investment In g Forelgn Operation o
IFRIC-17 Distribufions of Mon-cash Assels to Owners «
IFRIC-18 Transfers of Agsels from Customers o
IFRIC-1g 1Extinguishing Financial Liabilities wilh Equily Instruments v
{FRIC-20} Slripping Costs in the Praduction Phase of a Suface Ming v
IFRIC-21 Levies v
SI1C-7 Intreduction of the Euro v
SIC-10 Government Assislance - No Specific Relafion to Operaling Activilies v
SIC-12 Consolidation - Specal Purpose Enfities. v

Amendment to SIC - 12; Scape of SIC 12 w
5IC-12 Jointly Centrolled Endities - Non-Monetary Conlrbutiona by Venlurers v
SiC-15 Operating Leases - Incentives d
SIC-28 income Taxes - Ch in the Tax Status of an Eniity of s Shareholders v
SIC-27 Evaluating the Substance of Trangaclions Involving the Legal Form of & Lease v
S1C-29 Senvice Concession Amangemarnts: Disclosures v
S1C-31 Revenue - Barter Transactions lnvolving Adverfising Sorvices w
SiC-32 Intang/ivte Assels - Web Site Costs v




Holcim Philippines, Inc. and Subsidiaries
Schedule of Financial Soundness Indicators

For the Calendar Year
Ended December 31

Financial KPI Definition 2014 2013
Current/liquidity ratios
. Current Assets o o
Current Ratio Current Liabilitios 116% 127%
Current Assets — Inventory -
Quick Ratio Prepayments 69% 74%
Current Liabilities
Solvency ratio/Debt-to-equity ratio
. X Total Liabilities 0 .
Debt to Equity Ratio Equity 40% 31%
Asset to Equity Ratios
Asset to Equity Ratio/ Total Assels o o
Equity Multiplier Equity 140% 131%
Interest Rate Coverage Ratio
Interest Coverage Ratio/EBITDA Operating EBITDA 2821 Nil
Net Interest Cover Net Interest '
Profitability Ratios
Return on Assets Net Income 17.4% 16.8%
Average Total Assets o '
Return on Equit Net Income 23.6% 21.7%
quity Average Total Equity ’ ’
. . Qperating EBITDA o
Operating EBITDA Margin Net Sales 26.5% 26.3%

SECForm 17-A CY2014
February 2001
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Exhibit 3

SEC Form 17-Q
For the quarters ended

March 31, June 30 and September 30, 20114
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February 2001
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SECURITIES AND EXCHANGE COMMISSION i

| I J
SEC FORM 17-Q . T

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SR RULE 17(2)(b} THEREUNDER

1. For the quartedly pericd ended ___ March 31, 2014
2. Comnmissian identification number __028128 3. BIR Tax Identification No §00(-121-507-000

4, Exactiname of issuer as specified in ifs charter HOLCIM PHILIPPINES ING.

5, Province, country or olhéer jurisdiction of incorperation or organkzafion Manita, Philippines

6. Industry Classificalion Coda: [____::J (SEC Use Only)

7. Address of issusr's principsl office

7" Floor Two World Sguare, Mciinley Hil, Fort Bonifacio, Taqula Citv 1834
8. Issuer's telephone number, including area cade (5321 459.3333
9, Former name, former address and former fiscal year, If changad since last repor _N, &

Pastal Code

10. Securities reglstered pursuant fo Sections B and 12 of the Code, or Sections 4 and B of the RSA

Nuinber of shares of common
stock outstanding and amaount
of debt outstanding

Title of each Class

Common Shares 6,452,082 144

11. Are any or alt of the socurilies fisted on a Siock Exchange?

Yes [xi No [}
If yas, slate the name of such Stock Exchange and the classles of securities listed therein:

Philinping Sto xchange, iha. Comimon Shares

12. Indicaie by check mark whather the registrant:

{a) has filed all repons tequired to be filed by Seclion 17 of the Code and 3RC Rule 17
thersunder or Sections 11 of the RSA and RSA Rule 11{a)-1 thereunder, and Sectiuns 26
and 141 of the Corperation Code of fhe Phillppines, during the preceding twalve {12)
months {or for such sherler period the regisirant was requlred to fite such reports)

Yas [x] No [ ]
{b) has been subject to such filing requirernents for the past ninety (90) days.

Yes [x) No [}

SEC ¥orm F7-0}
Februnry 2001



PART - FINANCIAL INFORMATION

Item 1. Financial Statements,

Exhibit | — Consolidated Balance Sheets as of March 31, 2014 and Dacamber 34, 2013

Exhibit It -~ Consofidated Statements of incetie for the quarlers ended March 31, 2014 and
2013

ExhibH il = Consolidated Statements of Comprehensivs inoama for the quarters endad
March 21, 2014 and 2013

Exhibit 1V ~ Consolidated Statemaents of Changes in Slockholders’' Equity for {he quarers
ended March 31, 2014 and 2013

Exhibit V —- Consolidated Statemarta of Cash Flows for tha quariers ended March 31, 2014

and 2013
Exhibit V1 ~ Aging of Trade and Other Recelvables as of March 31, 2044

SEC Farm 17-Q 2
February 2001



HOLCIM PHILIPPINES, INC,
CONSOUDATED BALANGE SHEETS
March 31, 2014 and December 31, 2013

Exhipiti

(in Theusarncs})
31 Mar 2044 31 Dec 2043
ASSETS
Currerd Assets
Cash and cash equivalents 3,276,502 K2,149,104
Trade and other recaivablas-net 2,523,064 1,780,821
Inventorias 2,831,038 3,018,583
Oller cirent assels 832,501 739,638
Total Current Assels 9,463,504 7,588,156
Ronourrent Assots
investments 4559 4,558
Praperty, plant and equipment —nst 16,875,655 17,093,454
Goodwil 2835738 2,635,738
Intangihles 264,392 268,880
Deferred tax assels 208,867 258,377
Other noncuivent assels 278,598 280,364
Toml Noncuraent Assets 20,267,806 24,838,372
268,734,311 28,228,528
LIABILITIES AND STOCKHOLDERS EQUITY
Current Lizbilities
Noteg payable 400,000 883,000
Trade and ather payahles 4,788,087 4,854,547
Darivative lighility 35 4,282
Incame tax pavable 707,558 202616
Total Current Liabilitfes 5,893 680 8,074,448
Noncurrent Liakilities
Reliremant benefit Eablities 513,400 497,373
Frovisions 126,668 127,978
Deferred tax liabillies 1,114 1,433
_Other noncurrent fiabifities 48,172 49,172
Toial Noncurrent Liabilifies 680,355 678,756
Equity Attributable to Equity Holders of the
Parent
Capital stock 8452099 6,452,039
Addifonal paid-in capltal 8,470,002 8,476,002
Remeasuremnent lass on retirement banafits - net {161,351} {181,351}
Retained sarrings 8,385,013 8,697,884
23,134,763 21,454,524
Noncontrolling tnterest 12,813 11,698
Tatal Stockholders' Equity 28,447,276 21,476,227
P29.731,311 R28,226.628

SEC Form 17-Q 3
February 2601



Exchibit ft

HOLCI PHILIPPINES, INC.
CONSOLIDATED STATEMENTS OF INCOME
For the quarters ended March 31, 2014 and 2013
{In Thousands, Except Per Share Data)

Qeiarter endod
Jaa-Mar 2014 Jan-Mar 2043
Nat Saleg F3,052,791 R7 165,117
Cost of sales 4,898,020 4,533,701
Gross Profit 3,163,771 2641416
Operating expenses 415,285 372,774
Operating EBITDA 2,738,485 2,268,642
Deprecialion and amodizatien 344,858 385,975
income from Operations 2,393,628 1.912,867
Othey income (expenses)
Wet financlal Incoine (expense} 8,230 4128
Expenses oh NOA [7.420) {18.524)
Unusual Hems {1,098) 8,092
Total _ {288) 84,696
lncome befors Income Tax 2,393,340 1,997,363
Provision for income tax
Currant 876,678 533,025
Deferrad 46,180 32,847
722,868 5685672
trcome Before Minority Interast 1,676 472 1,431,691
Nancontrofiing inferest {287} {108}
Net income #1,67D,186 #1431 562
Easle/Diluted Earnings Per Share (EPS)
Computation of EPS!
(a) Netincoms applicable to
cammon shareholders P1,670,185 F1,431,582
{b} Common shares Issuead
and gutstanding 8,462,099 6,452,099
EFS [(a)/ib}] F).259 FO.222
SEC Porm 17-G 4

February 2004



HOLCIM PHILIPPINES, INC,
CONSOLIOATED STATEMENTS OF COMPREHENSIVE INCOME

Far the quarters ended March 31, 2014 and 2013

Exhibit 1M

{in Thousands}
Quarter onded
Jan-Mar 2044 Jan-Mar 2013
Net Incomp L670.472 1,431,691
Other Comprehensive Loss
Olker comprehansiva inss 10 be recipaaiiad lo prafif orlass in
suhsagusnat periods!
Amounts transferrsd to profil or foss upon sate of
Investment in joint venlure - {13,481)
- {13,4811
Ofker comprehiensive loss Hol o be reclassiked to profi or fass it
subzequent pariods!
Remezsuroment loss on retirement benefits - {117,033)
Income {ax effect - 35110
: {81,923
Total Comprehensive Incoms #1,870,472 #1,336,287
Attributable ta;
Equity hofders of the Parent Company #1,670,185 P1,335178
Mencontroiling interest 287 109
P1,676,472 R1,336,287

SEC Form 17-Q §
February 2001



Exhibit IV

HOLCH PHILIPPINES, INC.,
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
For the querters ended March 31, 2014 and 2013

{in Thowssnds)
Jdan-Mar 2044 Jan-Mar 2013

Capital Stock
Commeon Sfock

Batange at beginning of period #8,452,099 F6,452,000

Issuances (Retirement) - -

Balance at end of period 6,452 999 6,452,059
Additional Pald-In Gapital

Balance at haginning of period B.A4A76,002 a.478.002

Issusnces (Retirement) = ~

Batance at end of period 8,476,002 8.476,002
Other compishensiva loss {1681,351) {61,823)
Retatned Earaings

Balance al beginting of period 6,687,828 5.886,806

Net income 1,670,185 1431.582

Bafance at end of period 8,368,013 7,118,388
Nencontrolling Interost 12513 . 11,236

®23,747,276 F21,975,804
8EC Form 17-Q G

February 2001



HOLCIM PHILIPPINES  INC.

CONSOLBATED STATEMENTS OF CASH FLOWS
For the quatters ended March 31, 2014 and 2013

{in Thousands)

Exhibit v

Jap-Mar 2014 JanJlar 2013

Cperating Activities

Income hafore incotre tax for the period B2 303 340 £1,987,383
Adjustments fo recontile net income te cash
Depreciation and amortization 344 B58 85,9758
Other iterns (net) (227,040} (381,438}
Changes in current assets and fahilities {768,207} {119,752}
Casth provided by operafing sctivities 1,744,951 1,852,150
Investing Actlvities
(Additions) deductions to plant, property and equipment (123,659} (237,846)
De{injorease in other investing activilles _ {1,608 340,248
Cash provided by {used in} investing activities {125,278) 102,402
Financing Activities
Pracaeds (payment) of shorf-tenm leans (492 431} {3,815
Cash provided {used in} financing activitles {492 481) {3.815)
et increase (dacrease) in cash and cash squivalents 1,127,182 1,880,737
Cash and cash equlvalents, begimming 2,149,104 4,378,382
Effect of exchange rate changes on cash & cash
equivalents §16 {359}
Cagh and cash equlivalsnts, end B3,276,902 R3,328,760

KEC Formn §7-Q ?
Fobruary 2001



Exhibit v

HOLCIM PHILIPPINES, INC
Aging of Trade and Gther Receivables

As of March 31, 2044
{in Thousands}
Total Current 130 days  31-60 days Gver 6@

Trade Reccivables F2.543,046  R2311 478 Pi83.524 R- "S‘?’E,m
Non-Trade Recejvabies 102,047 17,804 650,429 - 83,745
Total 3GA5,093 R2.328383  F203,952 P- #111,758
Aflowance for Boubtiul

Accounts {122,029)

Net Receivables R2.523,064

Certifiad comact:

SEC Ferm £7-Q
February 2001

A

Glenn A, Agustin
Head, Grotp Controller



Hem 2. Management's Discussion and Analysis of Financial Condition and Resalts of
Operations.

Rasulls of Operationy

The cemen! industry demand grew by 8.6%™ in the first quarter of 2014 compared to the same
quarter of last year. This was brought about hy the continuous sirorg public and private construction
activitios nallonwide. Driven by ihe robust demand, HP| posted total net sales of Php8.1 bilion, up
trom the Phy7.2 biillon reparied In the same period of last year. Gross profit kKkewise improved on the
hack of increased operating efficlency and the favorabie impaat of oost rafionallzation inglistives of the
Company. The Company closed the quarter with eperating EBITDA of Php2.7 bilfion or 21% higher
compared with same pariod of 2013, and nel income afier tax of Php1.7 billion.

Financizl Position

The Company's financial pashion remained heshthy. Liquidity position has continued 1o ba strong and
the assel io equity ratio remained at robuat lavels. Tolal assets grew by Phpi.& bition from end of

2013 fargely due to ineraase in cash and higher accounts recelvables.

Casgh Flow Generation

The Company's cash requirements have been malnly sourced thraugh cash flow fram operations,
Qversll cash increase was mainly due to higher profit generation, Please reler {o the attached

stalement of cash flow for more delails.

Key Performance Indicators

The comparative financial KP's of the Company for the quarters ended March 31, 2014 ard 2013
were 25 (oliows:

For the quarter
ended March 31
Financial KPi Definltion 2014 2043
I: i
Net [ncoms
& 589 .
Return on Equity {(ROE} oo Toted B dere Equty 7.8% 8, 7%
Met lcoma y)
Return an Asset (ROA} A\ramwga Total Amseta 5.8% 5.3%
0 EBITDA
perating
o 34, a1
EBITDA Margin Nol Safes 4,0% 1.7%
Liguidity
. Net Financial Debt {Assel)
Gearing Stockhokdars' Eaully {10.4%) $13.4%)
ERITOA Net Interest Cover Operating EBITDA Nl it
et intarast
TCEMAP
SEC Form 17-0QQ 2

Fehnuwy 2601



Prealiabi d Efficienc

The improved operating performance of the Company translated to higher profitabliity with ROE and
ROA increasing by 0.8% and 0.5%, respectively,

Liauidity
The Company's lquidity position remalned strong with lower gearing rafie and significant sash
balance.

Notes to Financial Statemaents

1, Summary of Significant Accounting Policies

These condensed consolidated interim financial statements have been prepared in accordance with
PAS 34 Infarm Finsnocial Reporfing and do not include atl of the Information and diselosures required
In the annuat financial statements, and should ba read in conjinction with the Company's annug

financial stalements as af December 31, 2013,

The accaunting poficies adopted in the preparation of condensed consolidated financial statements
are consistent with those followed In the preparation of the Gompany’s anmual fimancial stalements for
the year ended Decemher 31, 2013, except for the adaeption of the new slandards snd interpretations
thal are effective as of Jamuary 1, 2014 enumerated below:

Standards Effeclive in 2014

Amandments lo PFRS 10, “Consalidated Finsnclat Statements”, PFRE 11, “JoInt Awangements”
and PAS 27, "Separaie Financial Statemanis™ invesiment Entitles

The amendmenis provide an exception to the conselidalion requirement for erfities that meet the
definition of an nvestmeni enfity undar PFRS 0. The excepfion to consolidation recguires
investment entities to aceount for subsidiaries at falr value through prafit or foss (FVPL). it is nat
expected thal these amendments will be relevant to the Company sice none of the enliles in the
Company will quality as an invesiment-entity under PERS 10

Amandments o PAS 32, “Financial Instruments: Prasantation - Offselting Financial Assels and
Financial Liabllites”

The amendments clarify the meaning of “currently has a legally enforeeable right to set-off” and
also clarify the application of the FAS 32 offseiling criteria to settletnent systems (such a3 canfal
clearing house systems) which apply gross selilement mechanisms that are not simultaneaus,
The smandmenls will affect presentafion only and will have no impact or the Company's finencial

position ar performance,

Amendments to PAS 36, *tmpairment of Assels - Recoverable Amount Disclosures for
Monfinanclal Assets”

The amendments remove the gnintended conseqlience of PFRSE 13 on the disdlosures requited
vnder PAS 38. In addition, these amendrrents require disclosure of the recoverable amounts for
the assels or cash-generating unils for which mpeirment loss has been recognfzed or reversed
during the period. These amendments are effective retrospectively far annual perods beginning
on or after January 1, 2014 with satlier application pemlited, provided PFRS 13 Is applied. The
Gompany did not early adopl the amendments. These amendments will affect disclosures only
and will have no Impact an the Company's financial position or performance,

PAS 39, “Financial Instruments: Recognilion and Measurament - Novation of Derivatives and
Continuation of Hedge Accounting”

The amendments provide refief from discontinuing hedge accounting when novation of a
derivative designated as a hedging instrument meets cerain criteria. These amendments are
sffective for annual periods beglrning on or afler January 1, 2014. The amendmeants are not
expecled to have an impact on the Company's financial positlon or performance.

SEC Forn 17-3 10
Pelwuary 2601



L

Phifippine Interpretation IFRIC 21, "Levies”

The interpretation clarifies thal an entity recognizes a Rabifity for a levy when fhe activily that
iiggers payment, as identified by the relevant legislation, occurs. For a lavy that is triggerad upon
reaching a minimum threshold, the interpretation clarifies that no fabifity should be antficipated
hefore the specified minimum threshold Is reached, The Company does not expect that the
interpretation wift have a material financial impact on its financiat statements.

Effective in 2013

L 4

Amandments to PAS 19, "Employee Banafits - Dafinad Benefit Flans: Employee Contribulions®

Tha amendmenls apply to contritutions from employees or third parties 1o defined benefil plans.
Conidhutions that gre sef ouf in the format terms of the plan shall be accounted for as redustions
1o cwrent service coats i they are linked 1o service or as pard of the rameasurements of the net
defined benefit asset or lishifily £ they are not Jinked to sewvice. Contibutions thal ara
discretionary shall be accounted for as reductions of current service cost upon grayment of these
contribulions to the plans. The amendments will not have any significant impact on the financist
statements of the Company as is retirement plans are noncontributory,

Annual improvements to PERS (2010 {o 2012 ayole)

The Annual improvemeants to PFRSs (2010-2012 cyele) confain non-urgent bul necessary
amendmants to {ie following standards:

v PFRS 2, "Share-hased Payment - Definition of Vesting Cendition”

The amendment ravised the definflions of vesting condition and market eondition and added
the definliions of performance condition and service condition to olarfy various lssuss. This
amendment shall be prospectively applied to share-based payment transactions for which the
granidale is on or afler July 4, 2014, This amendment doss not apply 1o the Company as it

currently has no share-based payments.

PFRS 3, *Business Combinations - Accounting for Confingent Censideration in a Business
Combinafion”

The smendment clarifiss that a conlingent consideration that meets the definifion of a
financial instrurnent should be classified as a financial liabillly or as equity i accordance with
PAS 32. Gonlingent consideration thal is not classificd as equity is sulisequently measured at
FVPL. whether or nol it falls within the scope of PFRS 8 {pr PAS 38, if PFRS 9 is not yet
adaptad). The amendment shall be prospactively applied lo business combinatians for which
the acquisition date is en ar after July 1, 2014. The Company shafl cansider this amendment

for future business comblinations.

» PFRS 8, "Operating Segments - Aggregation of Operaling Segments and Recandlfiation of
the Total of the Reportable Segments’ Assats to the Enflly’s Assels”

The amendwmerds require enliies to disclose the judgment made by management In
aggregating twe or more operaling segments. This discloswe should include a brief
desoription of the operaling segmenis thal have been aggregated in this way and the
sconomic indicators that have been assessed In delermifiing that the aggregated operaling
segments share shmliar economic characlerislics. The emendments aiza cigrify that an entity
shafl provide recunciifations of the total of the reportable segments’ assels to the entity's
assels if such amounts are reguiarly provided 1o the chlef operating declslon maker. Thase
amandmenls are offective for apnual pericds heginning on or afler July 1. 2014 and are
applied retrospectively. Tha amendments will affect disclasures only and will not have an
impact on the Company’s financial positton ar performance,

FERS 13, "Falr Value Measurement - Short-tarm Recelvables sad Payahlas

The amendment clariffes that shori-tern receivables and payables with no stated Interast
tales can be held at involce amounts when the effect of discounting Is Imimateral, This

amendmen Is sffactive immediately.
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« PAS 18, "Property, Piant and Equipment: Revaluation Method ~ Proportionate Restatement of
Accumtdaled Bepreclation”

The amerncdment clasifles thal, upon revaluation of an Hem of propesty, plant and equipment,
the catrying amount of the asset shall be adjusted to the revalued amount, and tiwe asset shall

be treated in one of the following ways:

a. The gross cairying amount s adfusted in a manner that Is consistent with the ravaluaion of
the carrying amount of the asset. The accumuleted depreciation at the dsie of revaiuation
Is adjusled to equat the differance balwesn the gross carnylng amount and e carrying
amount of the asset after taking Into account any accumitlated mpairment losses.

b. The acoumulated depreciation Is eliminated against the gross caying amaunt of lhe asset.

The amendment is effective for annual pereds beginning on or after July 1, 2014. The
amendmenl shall apply to sll revaluations recognized n annual periods beginning on or afler
the date of Inifial application of this amendment and in the Immediately preceding annual
period, The amendment will kave no Impact on the Company's financial position or

porformance.
»  PAS 24, "Related Parly Disclosures - Key Management Personnel®

The amandmenis ciarify that an antfily is 5 related parly of the reporting entity if the said entity,
or any member of a group for which it Is & pert of, provides key management personnal
sendees to the reporiing enfily or o the parent company of the reporting entity, The
amendments also clerify that a reporting eniity that obtains management personnél services
from another entity (also referred to as management eniify} is not required to disciose the
compensation paid or payable by the managemen! anfity lo Its emplioyees or diractors. The
reporling enfily is cequired to disclose the amounts incurred for the key mansgemant
personne! servicas provided by a separate managemen enlity. The amendments are
effective for anrwa)l perleds beginning on ar alar July 1, 2014 and are appliad retrospectivaly.
Tha amendments wit affect disclasures onfy and wil have no impact on the Company's

fnancial pasifioit or psrformance.

+  PAS 38, “ntangible Assels: Revaluation Method - Proportionate Restatesent of Accumulated
Amorization"

The smendments clarily that, upon revaluation of an inlangible 2sset, the carrying amount of
the assel shall be adjusted to the revalued amount, and the assef shall be ireatad In ona of

the following ways:

a. The gross carrying amount is adjusiad in a manner that I's cansistent with the revaluation of
the carrying amount of ihe asset, The accumulated amoriization at the date of revaluation
is adjusted o equal the difference between the gross cefrying arount and the carrying
amaodurnt of the asset afler taking inlo ascount any accumulated Impalnment fossas,

b. The accumutated amaorfization is efiminated agatnst the gross carrying emount of the asset,

The amendmants also cladfy that the amaunt of the adiustment of the accumuylsted
amortization should form part of {ha increase or decreass in the carrying ameunt accouniad
for in accordance wilh tha standard.

The amendments are effective for annual perfods beginning on or after July 1, 2014, These
amendments shall apply to all revaluations recognized in stwwal periods beginning on or afler
the dale of initial applicalion of this amendment and M the Immediately preceding anmat
period. The amendments will have no impact on fhie Company's financial position or

performance.
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Annual improvements to PARS (2011 (o 2013 eycle}

The Annual Improvements to PFRSs (20112613 cycle) contaln non-urgent but necassary
gmendments 1o the following standards!

PFRS 1, "Firsi-fime Adoption of Philppine Financlal Reporting Standarda - Meaning of
Effective PFRS"

The amendmenl darifias that an enlily may choose to apply either & current standard or a
naw slendard fhat is not yet mandatory, but thal permils early application, provided either
standard is applied canalstently throughout the periods presanted In the entity's first PFRE
financlal statements. This amendment is not applicable to the Company as # is not a first ime

adapter of PFRS.
«  PFRS 3, "Business Combinations - Scope Exceptions for Joint Arrangements”

L ]

The amendmant darlfles that PFRS 3 does not gpply o the accounting for the fonnstion of a
joint arrangement In the financial stalements of the Joint arangement itself. The amendment
Is effactive for annual periods beglnning an of after July 1, 2014 and 1s appied prospectively.

«  PFRS 13, “Fair Value Measurement - Portfalio Excaption”

‘The amendment cladfies that thae portfelio exception In PFRS 132 can be applied to linancial
assals, financia) Habilities and otiter contracts. The amendment Is effective for annual pertods
baginning an or after July 1, 2014 and Is appllsd prospectively. The amendment will have no
impact on tha Company's financial position or performance,

« PAS 40, “Investment Property’

The amendment clarifias the intemetationship between PFRS 3 and PAS 40 whan dassifying
properly as Inveslment propeity or owner-acoupled properly. The amendment stated (hal
judgment s needed when determining whether the acquisition of Investment propetly is the
acqulsition of an assel or 8 group of assets or 3 business cambination within the scope of
PFRS 3. This judgment is based on the guidence of PFRE 3. This amendment Is effective for
annusl parinds beginning on or afler July 1, 2014 aad s applled prospeciively. The
amendmetit has no significant imgact on the Company's financiat position or gerfarmancs.

Mew Standard with No Mandalory Effevtive Dafe

PERS B, “Financial Instruments: Classification and Measurament”

PFRS 8, &5 issued, reflects the first and third phases of the project ta replace PAS 39 and spplles
to the classification and measurement of financlel assets and liabilities and hedge accauniiag,
raspactively. Work on the second phase, which relats to impaimant of financlal instruments, and
the limitad amendments fo the classification and measurement model Js.still ongoing, with a view
ta replace PAS 30 i its entirely. PFRS 8 requires all financial agsets to ba measured at fair valus
at inltal recognition. A debt finencist asset may, If the fair value option (FVQ) is not nvoked, be
subsequently measured at amortized cost if it Is held within a business mode] that has the
objective to hofd the assels to collect the contraclual cash flows end s contractyel terms ¢give
flse, an specified dates, to cash flows fhal are selely payments of prinaipal and interest an the
principal cutstsnding. All other debt instrumants ara subsaquenily measured at fabr vaiue through
profit or less. All equity financicl assels are measurad at fair value gither through OC or profit or
toss. Equity financki assets held for trading must be measured at FVPL. For liabilitles designated
as at FVPL using the FVO, the amount of change in the fair value of a liabilly that is affributable
to changes in cradit fisk nust be prasented in OC). The remainder of the change in fair value is
preseated kv profit or [ass, unfess presentation of {he falr value change relating to the enfity's own
credit risk in OCt would create or entarge an accounting mismatch in profit or loss. All olher PAS
39 plassification and measurement requitements for financial linkilities have been carrled forward
1o PERS 8, including the embedded derivative bifurcation rules and the criteria far using the FVO,
The adoplion of the firsl phage of PFRS 9 will have an effoct on the classification and
measurement of the Company's financial assets, but wifl potentially have no Impact on the

classification and measuremesnt nf firancial iabiities,
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On hedge aocaunting, PFRS 8 replacss the ndes-based hedge accounting mode! of PAS 39 with
a2 more principles-hased approach. Changes include teplacing ihe rules-based hedge
effectivenass test with an objectives-hased test thal focuses on the economic relalionship
belwsen the hedged item and the hedging instrumont, and the effect of credit risk on that
sconomic relalfanship; alfowing risk components o be designated as the hedged iem, not only
for financtal ltems, but also for nonfinancia items, provided that the risk component is sepsoralely
idantifiable end reliably measurable; and allowing the time vafue of an aption, the forward element
of a forward contracl and any foreign crrrency basis spread to be excivded from the desighation
of a financial instrurnent as lhe hedging insinment and accounted for as costs of hedgling, PFRS
g also requires more extensiva disclosures for hedge accounting.

PFRS 9 currenily has no mandatory effective date. PFRS 9 may bs applled before the completion
of the Bmited amendments to the classification and measuremen! model and impalrment
methodalogy. The Company will not adopt the siandard before the completion of the Hmited

smentments and the second phase of the projest.

Deferred
»  Philippine interprefation #FRIC 15, “Agreements for the Construction of Real Estate”

This interptetalion covers accounting for revente and assoclated expenses by eniilies that underlake
the constuction of reaf esiate directly or through subcontractors. The Philipgine SEC and the
Financiat Reporiing Slandards Councll (FRSC) have deferred the aifectivity of this interpretation unfil
the final Revenue standard is issued by the Interational Accounting Slandards Board (JASB) and ant
svalualion of the requirements of the final Revenus slandard against the praclices of the Philippine
reat estate Indusiry is completed. The adoption of the interpretation when it becarmes effestive will hot
have any impact on the financial stetements of the Company,

3, Seasonalfly Aspacts of the Business

Like any other Company in the consiruetion induskry, the operations of HP! are affected by seasonality
or cyclicalily. Duing the months starling Becembier to May, demand for cement is greater than the
ralny months from June to Movember,

4, FEinancial Risk Management Ohjectives and Pollcles

Gene isk Mang £

Tha Company Is exposed to various financlal risks, which include the effect of changes in debl
structure, equity market prices, forelgn currenay exchange rates and intevest raies. The Company's
ovarall ¥k managemaent progeam focuses on the unprediclability of financial markely and seeks to
minimize potential and adverse efiecls on the (inancial performance of the Company. The Company
uses deilvative Instruments such as crass-curfenty swaps to hedge the interest and foreign sxchange
risks from lis foraign currency-denominated debt. The Company does not enter into olher derivative or
finanigial iransactions which are untelated to iis cperating busihess as a rdsk-averse approach s

pursued,

Finangial risk management of the Company is govemned by pelicles appraved by management. {t
provides principlas for overall risk management, as well a5 pallcies covering specific risk areas such
as interast rate risk, forelgn exchange risk, counterparty risk, and use of derivative financial
instruments and investing assets in excess of iiquidity requirements.

The Company's principal financial instrutents, other than dervatives, cansist of cash and cash
aquivalants, notes payzghle and long-term dabt. The main puspose of hese financlal inshuments is to
raise funds for the Company's operations, The Company also has various other financiet agsels and
Hiabiittes such as trade and other recelvables, advances o employees, guarantee deposils, restricted
cash, rada and other payahles and advances from customers which arze directly from operations,

The maln tisks ardsing from the Company's financial instrumants are market risks (which include
fareign currency risk and interast rate ¥isk), credit sk and fiquidity risk. The BOD reviews and
approves the policles for managing each of these risks and they are summarized below.
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Markel Risks
The Company I exposed io market dsks, such as forelgn cumency, Interest rate and equity price
risks. To manage volatiity relaiing to these expostres, the Company enlers into derivative financiat

instrumenis, whon necessary, The Company's oblestive Is to rediice, whara appropriafe, fluctuations
in earnings and cash flows assoclated with changes In farsign currency, Interest rate and equity price.

rain rency i3

Foreign currency risk s the risk thal the fair value or fulure cash fiows of a finandlal mstrument wilt
fluctuate because of changes in forelgn exchange rales,

The Company has foreign-exchangs expasiras, aflsing primarily from sales, purchases of goods and
services and debt servicing requirements in cuirenclies other than the Peso that Isads to cuency
transtation effacts. The Carapany may hedge ceriain foreign currency-denominated bomowings or

ather instruments by entering inte derivative transactions.

Gue to the local mature of the cement business, fransaction risk is Wmited, However, income mey
primanily be In local currency whereas dabt servicing and significant amotmnt of capital expeaditures
may be In foreign currencies. As a oonsequence thereof, the Company may snier into derivative
contracts whenaver necessary, which may be deslgnated either as cash flow hedpas or fair value

hedpes, a5 appropriate.
As of March 31, 2014, the Comipany has minimal assets and flabilities exposed fo foreign currency
risks.

§ ink
Interest rale risk is the risk that fulare cash flows from a financlal instrument {cash tlow inlerest rate

risk} or fis fair value (falr value interes! rate rsk} will fluctuate bacause of changes in mavket inlerast
rates.

Tha Company is exposed to fluctiralions in financing costs and market value movernents of s denbt
potifolio related to changes I market Intarest ratea, The Company's tnferest rate axposure ls malnly
sddressed through the sleering of the fixed/loaling ralic of nel debt, To mansge this mix, fhe
Company may entar nto defivative fransactions, as appropriate. As at March 31, 2014, the Company
has minimal Enancial instruments thal are exposed to interest rate risk,

Credif Rlsk
Credit risk is the risk that counterparties may not be able to ssile their obligations as agreed. To
manage s risk, the Company periodically assesses the financial refiability of customers,

The Company constantly monitors its cradif risk exposures. Countarparties fo financial insttuments
congis! of a large number of major finandal institutions. The Company does not expect any
counterpartias to fail lo meet their obllgations, given thef bigh credit ratings. I addition, the Company
has no significent concantration of eredil fisk with any single counterparty of group of counterparties,

The maximum and minimum axposure lo eredit dsk is representad by lhe narying amount of each
fnancial asset.

The Company trades only with recognized, credit-warthy third parties, [t is the Comgpany's policy that
alf third party customers wha wish to lrade on credit terms are subject to credit vedficafion
procedures. I addition, recaivable balances are menitored on an ongolhg basis fo reduce tha
Company's exposure to bad debits to minimal,

With respect o credit risk arising from the. olher financial assets of the Coinpeny, which consist due
from refsted parties, advances lo employess AFS financial asssls and guarantes and refundable
deposits, the Company's exposures arise from default of the counterparty, with a maximum exposurs
eqlal lo the carrying amouni of these lnslruments.
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Liguidity dsk is the dsk that the Company will encounter difficulty tn ralsing funds to meset ifs
contraciuat obligaticns and commiiments. The seasonallly of revenue generatfon exposes {fie
Company to shortage of funds during slack season and may rasult to payment defeults of Tinanaial
commitments, The Company monflors this risk using a recurring liquidity planning tocl. This teol
considers the maturify of bolh s financial assels and projected cash Bows from operations. The
Company's abjeclive is to malntain 2 balance between continulty of funding and fexibiiity through the
use of bank credit facilities, finance leases end ptrchase conlraets, It is responsibla for ils own cash
surpluses and the raising of loans to cover cash daficits, subjact to policles and guldelines approved
by management and In cartal cases atthe BOD level.

The Comgany maintains sufficient reserves of cash and cash equivalents, which are short-term in
nalure, unused credit fines and readily avallable marketable secwities to meet Us hquidiy
requirements at al Hmes. In addition, the sirong credit worthiness -of the Company allows il o make
eflicient use of the financial markets for finandng pumoses. As of March 31, 2014, the Company hag

vnulilized credit facilities of R4.9 biflon.

Capitat Management Polioy

‘The Campany considers equily aftibuiable to the equity holders of the Parent Camgany as its capital.
The Gompany's objectives whan managig capital are to secure the Company's onhgoing financial
needs to conlinie as a golng concem as well as to cafer for s growth targets it otdetr to provide
returns fo shorehiolders and benefils for ather stakefolders and to maintain a cosl-efficient and risk-

oplimized capltal structure.

The Company manages the capilal structure and makes adiusiments to & In light of the changes in
economic conditions, its business acthvilies, invastrhenl and expansion program and the sk
characlerisfics of e underying assets, in order io malntain or adjust the capital structure, he
Company may adjusl the amount of dividends pald in-shareholders, refurh cepital to sharehalders,

jasue new shares, or seff assels ta reduce delt,
The Company monltors capiiaf, among ofhers, on the basis of gearing ratio.

4. FPinanclal Assels and Liabilities

Fajr Veiue of Finenclal inshiuments

Tha esfimated fair value of aach class of the Company's financiat instruments Is equal to thelr canrying
amount as at March 31, 2014 and December 31, 2013. The folkwlng methods and assumplions are
used lo estimate the fair value of each class of financial instrument for which & is gracticable lo

estimata such value:

Cash and Cash Equivelents, Trade and Other Regeivables, Advances fo Employess, Resticfed
Cash, Noles Payable and Trade and Other Payaelles. Due o the shor-term nature of the
wansactions, the fair values of these instruments approximate the carrespanding camying valuee as of

end of each repotiing period.

Derivabive Assels and Liabilities. The falr values of the embedded currency forwards are calculated
by reference to current forward exchange rates white tha fair value of eross-currendy swaps are based
on market values provided by countemarty banics,

AFS Financial Assels. The fair values of publicly traded instrumerits are determined by referance to
nuoted matket grices as al the end of each reporting pariod, Investments ¥ unquoted equity securiies
for which no reliable basis for fair value measuremen! i available are camied at cost, net of any

impaltment in value,

Guaranlee Deposits. Thase are carded at cost, tess any imipainnent In vaiue, which approximate thair
falr valizes calcuiated using the discounted aash flows method.
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Fair Valug Hisrarchy
Below are the fist of financlat assels and liablities caried at fair value that are classified using a falr
valye hierarchy as at March 31, 2014 and December 31, 2013:

parch 31, 2014 December 31, 2013
Level 1 Feval2®  Tofal ftevet1V Level2®  Total

AFS finandlat assels -
Guated equity securitles 1758 - 176 R178 R »178

Finzncial fiabiiity at FVPL

Derivative assels F— | ) F— {4,282} (4,2023
Total g176 R~ F‘_‘L 76 R176  (R4,282) (P4,106)
" Enir value &5 determined using observable market inpuls that reflect guoted prices In aclive

markets for identioal ansels orkabilifies.
P eair vafue is determined using Inputs ofher than quoled pricas thal sra either directly or

indirectiy-observable for the assets or Habiftles.

5. Segment Repoarting

Operaling segments are componenis of the Company thal engage In business activities from which
they may earn revenues aad lnour expenses (ncuding revenues and expenses relating to
transactions with other components of the Company), which operating resulls are reguiarly reviewed
tiy the chief operating decision maker® io make decisions about haw resources are to be ajlocated fo
aach of the seqmenls and to assess thelr performances, and for which discrete finandat Infarmation is
avallable. Management reassesses on an annual basis whether there have been any change i the
operating segments of in the reportable operating segmants in accardance with PFRS 8, Operating

Segments.

For management purposes, the Company is organized into activilies based on thal products and has

three segments, as foflows:
» clinker and cement segment, which manufaclures and selis ciinker and cement for both demestic

and expart customers; and
«  aggregates segment, which trades aggregates to third partles as well as {o its ready mix (RMX}

business; and
»  othsr construcfion materals and services segment, which includes operations from the RMX
busineas, Helps-U-Buikd and Business Ceonstruction Solutians sub-segiments.

Management monitors the operating resufts of its business segments for tha purpeose of making
dagisions about rasource aliccation and performance assessment, Sagment performance is based on
onesating EBITDA and Is measured consistenily with cansofidaled net lncome in the- consolidated
staiamenls of income. However, the Company's finance income ahdd charges and idoma laxes dra
mianaged on a group basis, and are not sllocated fo ‘operating segments. Transter prices between
operating segments are oa an arm's langth basls sintflar fo transactions with third parties.

The Company has delermined the Clnkar and cernen! segment as ithe only reportable segment.
(nformation an the alher segments that are not reportable are comblned and presented ag “Others”.

” Chief aperating desision maker is composed of the Company™s management committas
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Segment revenues, EBITDA, assafs and fabilitles as at tarch 31, 2014 and 2013 are presented

below:
2014
Adjustments
Clinker and and
cemant Others Total eliminafions  Consolidated
¢in Thousands}
Revenue: ]
Exdernal customers 7,387,614 F165,180 P&Gﬁi.;m‘l B #8,052,7M
Inter-segment 99,167 4 99,167 _J99.167) -
wy 988,778 Big5 180 Ra, 151,868 {99 167) 78,052,791
Operating EBITDA R2,758,581  (R20,205) R2,735,486 - 72,738,486
Segment assets 25,545,814 585,160 26,240,982 3,490,328 28,734,311
Segraent liabilitles 5,576,706 298,624 6,875,330 708,705 6,534,038
2013
Adiustments
CHnker and and
cament Others Tolal eliminations Censatidated
{in Thousands}
Revenue:
Edemal customers B§997,986  P187,121 WY 185117 - F7,166,117
inter-segment 59,240 = 59,249 {59,245} -
7,057,248 R1687.121 PR7.224 366 {55,249} B7 185,417
Operating ERBITOA R2,2G4,805  (R26,263) R2,268,542 B R2,268,642
Szgment assats 23,826,101 654,347 24,379,448 3,508423 27,887,871
Segment jabilities 4,688,700 238,380 4,828,090 983,880 5812,070
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Intesim Dinolosures
The Gompany Is not aware of the fallowing or is nut spplicable ta e Company's interiny operalians:

1. Unusual lterns that maternafly affect ths Company's consolidated assets, fishifities, equity, na
income or cash Rows bacatse of thelr nature, size or incldents,

2. Changes in eslimstes of amounts reparied in pror interdm periads of the current financial year or
changes in éslimates of amounts raposted [t prior financial years that have a material effect in the

curreni peclod,
3. lssuances and repurchases of equity secudties.
4, Dividend paymenis for ordinary and other shares.

5. Material changes in confingent flablitiss or cortingent assets since the last annual balance sheet
date,

6. Existenca of material conlngencies and other events of transactions that sre matsdal lo an
undatstanding of the curent interim periad.

7. Known trends, demands, commilments, evenis and uncerlaintes that will result in or ilkety {o
decrease its fiquidity in any matedal way. The Company does not anficipate having within the
naxt iwelve .(12) months any cash flow of liguidity problerns nor dees | anticlpate any default or
breach of any of iis existing notes, foans, leases, ather Indebtadness or financing amanyements

requiring it ta make payments.
8. Eventa that wili trigger direct ar contingent matesial financiat obligations lo the Company.

9. Matedal off-balance sheef transaclions, arangemenis, obfigations (direct or contingent), and
other relalionships of The Company with uncensalidated entilies or other persons created diring

tha yadr.
10. Material commitmenis for capitat expenditires,

11. Known trends, evenis or unceraiiies that have had or thal are reasonably expected o have a
matedal favorable impact on net salesfirevanitesfincome from continuing operations.

12. Significant elemenis of lhcome or loss that did not arse from the Company's continting
operations.

43. Material events sthsequent to end of the reporiing parfod that have not bean reflected in this
repoft.

44, Matetial changes in the comgposition of the Company, ingcluding any business combination,
sequisition or disposal of subsitiaries and long-term investments, restiuctyrings and discontinting

operations,

15. Any seasonal aspact that had a mafeds! effact on the financlal condition or results of operation.
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Material Changes in Balance Sheet Acpounis

52% Increase In Cash and cssh equlvalants
Mainly due to higher reafized revenus and better cash collection In Q1 2014 compared lo same perigd

last year.

42% increase in Trate and other raceiveblas-net
Primarily dug to higher revenues in March 2014,

6% decrease i Inventorics
Primarly due fo higher usage of Inventorles to suppart the strong demand.

13% inerease in Qlher current asaels
Mainly atidbutable {o higher prapald sxpanses in 2014 (Le. tax and Insurance).

18% decrease in Deferved lax assals _
Mainly due to payout of acerved sxpenses which wers originally recognized as future {ax deductible

tems.

55% docrease In Notes payabls
Altribuiable to the payment made by the Company for a group loan,

B9% decreasa in Derivative tigbllities _
The decrease was dus 1o the favorabie movement in foreign exchangae rates,

218% mcrease in inoome fax payable
Mainly allribulable to higher taxable income for 2014 as compared in the same pariad in 2013.

22% decrease in Deferrod (ax fabilitios
Mainly atiributabie to the reduction in depredafion sxpense which is a nohdeductivla expense.

25% incroase in Relalned sarmings
Malnly due ta higher generated income.

Matarial Chaonges in eotae Statament Accounts

12% increase in Net sales
Mainly driven by robust demand.

8% increase in Cost of sales
Due to higher valtime produced and sald as a rasult of strong demand,

11% increase in operating expenses
Allributable 1o higher cost of comporate initlstives,

9% incraase in Net financial incorme (expense)
Malnly due fo lower financlng charges from financial Hatifitles and favorable foralgn exchanga rates

resulling o forelgn exchange gain,

60% decroase In Exgense in NOA
Due 10 reduced expenses of non-opetaling companies,

1019 danrease in Unisual fems
Mainly due o the one-off recognition In 2013 of the gain on sale of TA Power investment.

28% Increase in Pravision for incone tex
Mainly due lo higher taxable incoma in 2014 compared fo the same perad in 2013,

SEC Form {7-Q 20
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Haolelm Phillppines, Inc. and Subsidiaties
Sehedule of Financial Soundness Indicatars

“For the Threeo (3)
WMonths
Ended March 31
Financial KP! Definltion 2014 2013
Currentf.iquidity rafip’
. Current Assels o
Current Ratio Current Lizbilt 166.6% 184.1%
Salvency ratio ~tei-agul 'o.

. Net Financial Daht (Assel) . s

Geaaring Stockholder’s Equi v {10,4%} {13.4%)
Assat to Equily Ratios
Asset to Equity Ratlo/ Total Assels o
Equity Mulliplier Stockholder's Equity 128.4% 126.9%
Inlerast Rate Coverage Ratlp
income before Tax \ .
interest Rale Coverage Net interest it it
Profitabliity Raltos
Nat Income o .
Return on Assels Average Total Assets 5.8% 5.%%
Natl Income
Return on Equity Average Total Equity 7.5% 6.7%
SEC Form 17-G3 . 21
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SIGNATURES

Pursuant to the requirements of the Sscimities Regulation Gode, the issuer has duly caused
this report to be slaned on its behalf by the underaigned thereunta duly aufhorized.

HOLCIM PHILIPPINES, INC.

1 b o
/ !
frirley S. an G(an%sﬁn

Althorized Slgnatory Hesad, Group Controller
Date: April 24 2014 Date: April 24, 2014
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SECURITIES ANDY EXCHANGE COMMISSIOR
AMENDED FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2Kb} THEREUNDER

1. For the quarterly peried ended June 30, 2014

9 Commission identificalion humber __026126 3. BIR Tax dentification No 000-121-507-G0(0

4. Evact name of issuer as specified in its charter HOLGIM PHLIPPINES, INC,

Brovince, country or other jurisdiction of Incorporation or organizalion Manila, Philippiges

i

6. Industry Classification Code: || (SEC Use Only)
7. Address of issuer's principal office Postal Code
7™ Flaor Twae World Sayare, McKinley Hill, Fort Bonifgcia, Tagulg City 1634

8. Issuer's telephone number, including area code (§32) 468-3333
3. Former name, former address and former fiscal yeer, if chenged sincs fast raport _N. A,

10. Securities registered pursuant ko Sections 8 end 12 of the Code, of Sectlions 4 and 8 of the RSA

Title of each Class Mumber of shares of common
stack autetanding and amount
of debt sutstanding
Commot Shares 6,452,099, 144

11. Are any or all of the secwrities lisied on a Stock Exchange?

Yaes {x] No [ ]

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

Philinpine Stock Exchangs, Ing, Commoen Shares

12. Wndicate by check mark whether the registrant:

(2) hes filed all reports required to be filed by Section 17 of the Coda and SRC Rule 17
theretunder or Sections 11 of the RSA and RSA Rule 11{a}-1 thereunder, and Seclions 26
and 141 of lhe Corporation Cods of the Philippines, during the praceding twelve (12}
months {or for such shorter period the regisirent was required to file such reports)

Yes [x] Neo | ]
{b) has been sublect to such filing requirements for the past ninety (90) days.

Yes {x] N [}

SEC Form [70Q_June 2614
Pebruary 20401



PART |- FINANGIAL INFORMATION

ftem 1. Financial Statements.
Consolidated Batance Sheels as of June 30, 2014 and December 31, 2013

Exhibit -

Exhibit 1l - Consofidated Statemenis of income far the quarters ended June 30, 2014 and
2043 and far the six (§) months ended June 30, 2014 and 2013

Exhiblt it — Consolidated Staternents af Comprehensive income for the quarters ended
June 30, 2014 and 2013 and for the six (6) months ended June 30, 2014 and

2013
Exhibit IV — Consolidated Statements of Changes In Stockholders’ Equity for the siz (8)

months ended June 30, 2014 and 2013
Exhibit V — Consolidated Statements of Cash Flows for the six (8) monaths ended June 38,

2014 and 2013
Exhibit V| — Aging of Trade and Other Receivables as at June 30, 2014
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HOLCIH PHILIPPINES, INC.
CONSOLIDATED BALANCE SHEETS
June 30, 2014 and Decembaer 31, 2013

Exhibit |

{in Thousands)
38 Jun 2014 3 Dec 2013
ASSETS '
Current Assets
Cash and cash equivalents B4,726,120 E2,149,104
Trade and oiher receivailes-nel 2,533,782 1,780,821
Inventories 3,087,116 3,018,543
Other curient assels 927 555 739,638
Total Cipreant Assets 11,244,663 7,688,166
Moncurrent Assets
Investments 4,589 4 559
Property, plant and equipment — net 1G.709.388 17,093,454
Goudwill 2,635,738 26357386
Intangiiles 258,884 268,880
Deferrad tax assets 282,355 255377
QOther noncurrent agsels 277,470 280,364
Total Nencurrent Assels 20,148,064 20,538,372
31,293,617 28,226,528
LIABILITIES AND STOCKHOLDERS' EQUHTY
Gurrent Liabliitles
Noies payabie - 883,000
Trede and other payables 8,637,985 4,954 547
Darivative fiability - 4,282
Income tax payable 763,110 222618
Total Current Liakilities 16,401,105 8,074,445
Moncurrent Liabililas
Retirement bonefit izbilities 529,345 497,373
Provisions 131,458 127,778
Defered tax liabilities 1120 1,433
Other noncurrent lfabilities 48,173 49,172
Total Noncurrent Liabilitles 711,098 £75,756
Equity Attributable to Equity Holders of the
Parent
Capital stock 6,462 638 6,452,008
Additional paid-in capilal 8476002 8,478,002
Remeasurement loss on retiremsnt benedits - el {161,351) {161,351)
Ratalned earnings 5,503,913 6,697,884
20,270,663 21,464,634
Noncantralling Interest 10,753 19,683
Total Stockhelders' Eguity 20,281,416 24 478,327
P31,393.6817 P28,226 528

SEC Form 17-Q 3



HOLCIM PHILIPPINES, INC.

CONSOLIDATED STATEMENTS OF INCOME

For the quarters ended June 30, 2014 snd 2013
And for the six (8) monihs ended Juna 30, 2014 and 2013
{fn Thousands, Except Per Share Dals)

Exhibit (}

Quarter ended Six {6} Months Ended
A0-Sun-2014 30-Jon-2013 A0-Jun-2014 S-fun-2013
el Sales R8,807,801 RA 114,387  #16,860,692 R1§,274,504
Cosl of sales 5,740,679 5,082,008 10,647,110 8,808,707
Grosa Profit 3,067,222 3,032,381 6,213,682 5673797
Operating expenses 427,818 414,013 843 104 786,787
Operating EBITDA 2,633,403 2,618,368 5370478 4,887,010
Depreclation and amortization 339,507 358,778 684,365 715,753
Income from Operations 2,209,868 2 258,590 4 686,113 4,171,257
Other income {(expensas)
MNet financial Incoms 5773 16,699 14,003 21,027
Income (expenses) on NOA 2 10,110 ) (8,414)
Unusual femns {260) 372 {1,358) 89,464
Total 5515 27,381 12,638 112,027
Income before Incomse Tax 23058411 2285971 4,698,751 4,283,334
Provision for income tax
Cyrrent TOT 087 718,858 1,383,735 1,251,883
Deferred {63,480) {54.830) (7250} {22,183)
653,577 684,028 1.376,445 1,228.700
income Before Minority
Intersst 1,851,834 1,621,843 3,322,306 3,083,634
Noncontrolling interest (469) (233} {746} (342)
Net Income 14,651,378 R 1,821,710 ®3 321,560 R 3,053,292
Basic/Dituted Earnings Per
Share (EPS)
Compuiation of EPS:
{2) Netincome appiiceble to
comman sharehatders R 1,651,378 p1.621,710 R3,321,560 73,083,282
{b) Gommon shares lssued
and cutsianding 8,452,099 5,452,093 6,452,093 8,452,099
EPS {al(b)] R&).256 B.254 RO.515 P0.473
4

SEC Form 17-Q



HOLCIM PHILIPRINES, INC.,

Exhibit i

CONSOQLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the guarters ended June 30, 2014 and 2013
And for the six (8) months ended June 30, 2014 and 2013

{in Thousands)
Giusrter ended §ix {6) Monik Ended
Apr~Jun Jan-fun Jan-Jun
Apr-Jurn 2014 2013 2014 2013
Net Income 71,651,834 B1.821543 R®3,322.306 3,083,634
Other Comprehensive Loss )
Cilher comprehensive loss o ba reclassified to prait
or foss In subssquent periods;
Amounts transferred ko peofit or loss
upon sale of investment in joinl venture - - - -
Sifer camprahansive (oss nol 10 bé reclasshiad o - .
profil of foss In subsequen! pariada:
Remeazsuramant lass on retirement
benefits - - - -
Ingome tax effect - - - .
Tolal Comprahensive Income R1.651,834 #1,621.943 P3,322.308 73,053,634
Attributzble to:
Equily holders of the Parent Company r{,651.375 B,621,710  P3,3221,560 3,052,292
Noncontroliing Interast 459 233 745 342
P
21,651,834 R1,621,943 P31.3232,306 3,053,634

SEC Forin 170 g



Exhibit IV

HOLCIM RHILIPPINES, INC.
CONSOLIDATED STATEMEMTS OF CHANGES IN STOCKHOLDERS' EQUITY
Far the six {6) months ended June 3G, 2014 and 2013

fin Thousands}
Jan-Jun 2014 Jan-Jup 2813

Capitat Stock
Common Stock

Halanca at beginaing of period RG,452,089 RE 452,098

issuances (Relirement) - -

Batance at end of period 6.452,099 8,452,088
Additionaf Paid-in Capital

Ralance at baginning of period 8.478,002 8,476,002

Issuances {Retirement} - -

Balance at end of perjod $.476,002 8,476,002
Other comprehensive lass {161,351} {81,823)
Retained Earnings

Balance at beginning of period 8,668,822 5,668,808

Net income 3,321,560 3,053,292

Cash dividends {4,515.469} (3,548.654)

Balance at end of periad 5,503,913 5,191,444
Nancontroliing Interest 10,753 11,468

R20,281,415 120,049,090

SEC Porm 17-0



HOLGIM PHILIPPINES, INC,

GONSOLIDATED STATEMENTS OF CASH FLOWS
For tha six (8} months ended June 30, 2014 and 2013

{in Thousands}

Exhibit

Jan-Jun 2014 Jan-Jon 2013

Operating Activities
income before income tax for the period 74,698,751 4,285,334
Adjustments to reconcile net incomne to cash
Depreciation and arnortization 684,365 716,753
Olher ilems {net) {840,877) {852 B72)
Chanaes In current assets and lisbllities {782,875} (810,334}
Cash provided by operating activities 3,159,360 3,335,881
Investing Activities
{Additians) deduclions to plant, property and equipment {293,768) (859,121}
Delinjorease in other investing actvities {235) 333,024
Cash provided by (used in} investing aclivities {2294.003) {326,187}
Financing Activiiias
Proceeds {payment) of shor-term pans {887,619 653,188
Cash provided {used In) financing activities {887,619) 63,186
Net increase {decrease) in cash and cash equivalents 977,738 3,073,870
Cash and cash equivalents, beginning 2,149,104 1,378,382
Bffact of exchange rate changes on cash & cash
equlvalents . (722} {2,897)
Cash and cash eguivalents, end B4, 726,120 P4,444 256

SEC Form [ 7-0Q) 7



HOLCIM PHILIPRINES, INC
Aging of Trade and Qther Recelvables

As of June 30, 2014

{In Thousands}

Exhibit Vi

Total Current 130 days 31-60 days Cver B
Trade Racelvables F2,628,705 R2,149,070  P151.422 R91,678 gg;,sss
Qther Receivables 28410 4,191 - 7,459 14,760
Total 2,656,115  P2,153,261 P151,422 RrR49.137 252 205
Aflowance for Doublful
Accounts (422,353}
Net Roceivabies T BZ,533,762

Cettifiad comrect:

SEC Farm 17-Q
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Itam 2. Management's Discussion and Analysis of Financlal Condition and Results of
Operations.

Resutts of Opsrations

The cemant Industry demand grew by 6.2%** in the frst half of 2014 ¢comparad to the same period of
last year. This was brought about by the continuous strong public and private construction activities
nalienwide. Drven by the robust demand and healthy prices, HPI posted total net sales of Phpt6.9
bilfien, up frorp the Php15.3 biltion reporied in the same period of fast yeer, Gross profit likewise
improved on the back of increased operating efficiency and the favarable impact of cost efficiency
infliatives of the Company. The Company closed the first half with operating EBITDA and net incomia
higher compared with the same period in 2013 by 10% and 3%, respectively.

Finandial Positlon

The Company's financial position remained healthy. Liquidity position has continued to be strang and
the asset fo equity ratio remalned at robust levels. Toled asssts grew by Php3.2 billlon from end of
20113 {argely due Lo increase in cash and cash equivalents due to timing of dividend payout declared
In May payable in July.

Cash Flow Ganeration

The Company's ¢ash requirements have besn mainly sourced fhrough cash flow from operations.
Overall rash norezse was mainly due to higher prafit generalion. Please cefer & the altached

statement of cash flow for more details,

Key Perforrance indicators

The comparative financial KP's of the Company for the quarters ended June 30, 2014 and 2013 were
as follows:

For the gquarter
ended June 38

Financlal KPI Definition A4 2013
Profitability
Net Income
i . 18.0%
Return on Equity (ROE) Ave, Total Shareholders’ Equity 15.8% ’
Met incame
O, 11.1% ,
Refiin on Asget {ROA] Average Total Asaats 1% 10.9%
0 ting EBITDA
Geranie
i 31.9% 32.0%
EBITDA Maraln Sales 1
Liguidily
, Met Financial Debt (Asset)
~ 20.9% A
Gearing Stockholders’ Equily (20.8%) (20.0%)
Oparsfing EBITDA _
Nt i
EBITDA Net interest Cover ol Inferast i N

TCEMAP
SEC Form [7-Q 8



Profiabl i ne

The improved operating performance of the Company transfated lo higher profitability with ROE and
ROA increasing by 0.9% and 0.2%, respeciively.

Lioyesichil

The Company's liquidity position remained sirong with lower gearing ratic and significant cash
hatance,

Notas to Financlal Statements
1. Summary of Significant Accounting Policies

These condensed consolidated Intetim financial stetements have been prepared In accordance with
PAS 34 Interlm Financial Reparting and do not incltde 28 of the Information and disclosures required
in the annual financial statements, and should be read In conjunction with the Company's annuat
financial statements as et Dacember 31, 2013,

The accounting policies adopied in the preparation of condensed consolidated financial statements
are consistent with those followed in the preperafion of the Company's annual financial statements for
the year ended December 31, 2013, except for the adoplion of the new standards and interpretations
that are effective as of January 1, 2014 enurnerated below:

Standands Effective in 2014

» Amendments to PFRS 10, “Consolidated Financiat Statements”, PFRS 11, “Joint Arrangements”
and PAS 27, “Separate Financial Statements”: invesiment Entities

The amendments provide an exceplion to the consolidation requirement for entities that meet the-
definition of an investment entily under PFRE 10. Tha exception to conselidation reguires
investrment enfities to account for subsidiaries at fair value through profit or loss (FVPL), 1t is not
expected that these amendments will be relevant to the Company since none of the entilies in the
Company will qualify s an (nvestment entity under PFRS 10.

+  Amendmernts to PAS 32, “Financial Instruments: Preseptation - Offsefling Financlal Assels and
Finansiat Liabilities"

The amendmenls clarify the meaning of “currently has a legally enforseable fight ta set-off” and
also clarify the appiication of the PAS 32 offsefling criteria to settlement systems (such as central
¢learing house systemns) which apply gross settlement mechanisms that are not simultaneous,
The amendments will affect presentation only and wil have no impact on the Campany's financiat
position or pafarmanee.

s Amendmsnis fto PAS 38, “lmpaimment of Assels - Recoversble Amount Disclosures for
Nonfinancial Assels”

The amendments remave the unfitended conseguence of PFRS 13 on the disclosures reqtired
under PAS 36. In addition, these amendments require disclosure of the recoverable amoumts for
the assets or cash-genarating units for which impalmaent loss has been recognized or reversed
during the period. These amaendments are effective retrospectively for annual petiods beginning
o or sfter January 1, 2014 with eadier application permitted, provided PFRS 13 is applied, The
Company did not early adopt the amendments. These amendments will affect disclosures only
and will have no impact on the Company's financial position ar performance.

v DPAS 3%, “Finandial Instrumants: Recognilion and Measurement - Nowvation of Blerivatives and
Continuation of Hedye Accounting”

The amendments provide telief from discontinuing hedge accounting when novation of a
dervative designated as a hedging mstrument meats certdin criterla. These amendments are
effeciive for annual periods beginning on or after January 1, 2014. The amendments are not
expected 1o have an impact on the Company's financial position or performance.

SEC Form 17-Q 10



Philippine Interpretation IFRIC 21, "Levies®

The interpretation clarifies that an entily recognizes a labllity for a levy when the aclivity that
triggers payment, as identified by the relevant [egisiation, occura. For a levy that is iriggered upon
reaching 2 minlmum Threshold, the Interpretation clarifies that no Tisbillty should be anticlpaled
before the specified minimem threshold Is reached. The Company does net expect that the
interpretation will hava a material financial impact on ils financial statements.

Effactive in 2015

L]

Amentdments to PAS 18, “Employes Banefits - Defined Benefit Plans: Employee Contributions”

The smendments apply fo conkibutions from employees or third parties lo defined benefit plans.
Conttibutions Lhat sre set aul in the formal teans of the pian shall be accounted for as reductions
1o eyrrent service costs if they are linked to service or as part of the remeasurements of the net
defined henefit asset or liablity i they are not linked to seérvice. Coniributions that are
discretionary shail be ascounted for as reductions of current service cost upen payment of these
gonirbutions to the plens. The amendments will not have any significant Impack on the finencial
statervients of the Company as iis retlrement plans are nancontributory.

Annual mprovements to PERS (2010 to 2032 cycle)

The Annual [mprovements to PFRSs (2010-2012 cycle} contain noa-urgent but necessary
amendmenta o the following standards:

+  PFRS 2, *‘Share-based Payment - Definition of Vesting Condition®

The amendment revisad the definitions of vesting candition and market candition and added
the definitions of performance condition and service condition to clarify various issues, This
amendment shalf be prospectively applied to share-based payment transactions for which the
grant date is on or after July 1, 2014. This amendment does not apply to the Company as it
cumenily iwas no share-based payments.

« PFRS 3, “Business Combinations - Accounting for Contiagent Consideration in a Business
Combination”

The amendment clarfies thet a contingant consideralion that meets the definition of a
firancial Instrument should be classified as a fingnclal Fabillly or as equity In accordance wilh
PAS 32. Conlingent consideration that is not classiied as equily is subsaquanily measured at
FVPL whethar ar not it falls within the scope of FFRS € {or PAS 38, if PFRE B is not yet
adopted). The amendment shall e praspectively appiled to business combingtions far which
the acquisition date is on or after July 1, 2014. The Company shall consider this amendment
for fulure business combinations,

+ PERS 8, "Operating Segments - Aggregation of Operating Ssgments. and Reconciliation of
the Totaf of the Reportable Segments' Assels to the Entity’s Aseets”

The amendments require enfities to disclose the Judgment made by raanagsment in
sggegating two or more operating segmenis, This disclosure should include a brrief
description of the oparating segmenis that have been apgregeied in this way and the
aconomic indicators that have been assessed in determining that the aggregated operating
segments share similar economic characteristics. The amendments alsa dlarify that an antity
shall provide recongillations of the tolal of the reportable segments' assets to the anfity’s
assets if such amounts are regularly pravided to the chief operating decision maker. These
amendments are effective for annual periods beginning on or after July 1, 2014 and are
applied retrospectivety. The amendments will affect disclosures only and will not have an
impact on the Gompany's financlaf pesitian or performance.

s  PFRS 13, “Fair Value Measurement » Shorl-term Receivables and Payabies”

The amendment clasifies that short-term regeivables and payables with no stated Interest
rates can be held at invoice amounts when the effect of discounting is mmaterial. This

amendment ls effective Immediately.

SEC Form 17-Q 11



« PAS 18, "Property, Plant and Equipment Revaluation Method — Proportionate Restaternent of
Accumulated Depreciation”

The amendment clarifies that, upon revaluation of an item of properdy, plant and equipment,
the camyving amount of the asset shall ba adjusted to the revaluzed amount, and the asset shall

be treated in one of the following ways:

a. The gross carrying amousnt Is adjusted in a manner that is consistent with the revajuation of
the carrving amount of the asset. The accumufated depreciation ot the dste of revaluation
is adjusted ta equal the difference betwaen the gross carrying amount and the canrying
amount of the asset after taking into acceunt any accumtlated Fnpairment losses,

b, Tha accurmulated depreciation is efiminated against the gross canying amount of the asset.

The amendment is effeclive for annual periods beginning on or after July 1, 2014, The
amangment shall apply o all revaluations recognized in annual periods beginning on or after
the date of initial application of this amerdment and in the immedistaly pteceding annual
perdod. The amendment will have no impact on the Company's financial position or
performance.

s PAS 24, ‘Relsted Party Disclosures - Key Management Personnel”

The amendments clarily that an enlify ls a related paity of the repaiting enlity if the said entity,
or any member pf @ group for which i Is & part of, provides key managsment personnet
services lo the reporting entity or to the parent company of the reporing eniity. The
amendrments also clarify that a reporfing enfity that oblains management personnel sendoes
from ancther entify {aiso referred fo as management entity) i3 net required to disclose the
compensation paid or payable by the managament entity {o lts employsas or direclors, The
reporiing entity is required to disclose the amounis incurred for the key management
personnal services provided by a separale mansgement entity, The amendments are
effective for annual pericds baginning on or after duly 1, 2014 and are applied retrospectively.
The amendmeris will affect disclosures only and will have no impact on the Company's
financlal position ar performance.

« PAS 38, “intangible Assets: Revaluation Method - Propertionate Resiaternent of Accumulated
Amorization”

The amendments clarify that, upon revalusfion of an intangible asset, the carrying amount of
the asset shall be adjusted to the revalusd amourd, and the asset shall be {reated in one of

the following ways:

a. The gross carrying amount is adjusied in & manner thal Is consiatent with the revaluation of
the carrying amount of the assel. The accumulated amortization at the date of revaiuation
is adjusted to equal the difference belween the gross carrying amount and the catrying
amount of the asset shter taking into account any accumuiated impaitrment losses,

b_ The scourmulated amortzation is eliminated against the gross canying amount of the asset,

The amendments also clarify that the amount of the adjusiment of the sccumulated
amortization should farm part of the increase or decrease in the carrying amodnt accounted
for in ageordance with the sfandard.

The emendments are effective for annual periods beginning on ar sher July 1, 2014, These
amendments shall apply to all revaluations recognized in annual perdods beginning on ar affer
the date of initial application of this amendment and in the immedigtely preceding annuat
period. The amendments wilt have no jmpact on the Company's finahclal position or

performance.

SEC Form 17-Q 12



-

Annual Improvernents to PFRS (2011 to 2013 cycle)

‘the Annuel Improvements te PFRSs (2019-2013 cycle) confain non-urgent but necessary
amengments to the foliowing standards:

« PFRS 1, “Firsi4ime Adoption of Philippine Financial Reperiing Slandards - Meaning of
Effectiva FFRS"

The amendment clardfies that an entity may choose to apply either a current standard or a
new standard thal fs nol ye! mandatory, but that permits early application, provided efiher
standard s applied consistently throughout the periods presented In the entity's first PFRS
financial statements. This amendment is not spplicable to the Company as it iz not a first thime

adopler of PFRS.
= PFRS 8, *Business Combinations - Scope Exceplions for Joint Arrangemants®

The amendment clarifies that PFRS 3 does not apply to the scgounting for the ferraation of g
joint arrangement in the financiat statements of the jolot arrangemant ifself. The amendment
is effective for annual perfods heglining on or after July 1, 2014 and ls applied prospectively.

= PFRS 13, “Fair Value Measurement - Portfolio Exception”

The amandment clarifies that the portfolio exception in PFRS 13 can be applied to financial
zsaels, flnancial liabilities and other confracts, The amendmant is effective for annual pariods
beginning on ar after July 1, 2014 and is applied prospeclively, The amendment will have no
impact on the Company's financial position or perfformance,

«  PAS 40, "Investment Property”

The amsndment clarifies the nterralationship between PFFRS 3 and PAS 40 whan cfassifying
praperty as investment property or owneroccupiad property. The amendment stated that
judgment is needed when determining whether the soquisition of inveatment propenty Is the
acquisifion of an assel or a group of assets or a business combination within he scope of
PFRS 3. This judgment is based on the guidance of FFRS 3. This amendment is effective for
anneal periods beginning on or after July 1, 2014 and Is applled prospectively. The
amendment has no significant impact on the Comgany's financlal pasition or perfarmance.

New Starderd with No Mandatoty Effeclive Dale

PFRS 9, "Financial instruments: Classification apd Measurement”

PFRS 9, as issued, reflects the Rrst and third phases of the project to replace PAS 38 and applies
fo the classification and measurement of financial assets and liabililes and hedgs accatnting,
respectively. Wark on the setond phase, which relate to impairment of financial instruments, and
the fitnited amendments to the classification and measurement model Is stifl engoing, with a view
to replace PAS 3¢ in its entirely. PFRS 9 requires all financial assets 10 be measurad &t falr value
al InRisl recognition, A debt financial assel may, if the fair value optlon (FVO) is not invoked, e
subsequently measured at amortized cost If i is held within a business model that has the
objective to hald the assets o collect the contractual cash flows and its contractua! tems give
tise, on specified dates, lo cash flows that ate solaly peyments of principal and interast on the
principal outstanding. All other debt instruments are subsequently measured af fair valie through
profit or loss, All equity financial assets are measured al fair value elther through OC! or profit or
loss. Equily financial assets held for rading must be measuted at FVPL For lishilities designated
as gt FVYPL using the FVO, the amourit of change in the fair value of a liablfity that fs aftrlbutable
to changes in credit risk must be presented in OGI. The remainder of the change In fair value Is
presented in profit or loss, unless presentation of the fair valug change refating to the entity’s own
credit risk fn QCl would create or enfarge an accounting mismatch in profit or togs, All other PAS
a9 cfassification and measurement requirements for financial liabllitles have heen earded forward
to PFRS 9, Including the embeddad derivative bifurcation rules and the crileria for using the FVO.
The adoption of the first phase of PFRS 8 wilf havé an effect on the classification and
measuyrement of the Company's financial assets, but will potantisfly have no impact on the
dlassification and measurement of financial abilittes.
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On hedge sccounting, PFRS § replaces the rules-based hedge accounting model of PAS 3% with
a mare principles-based approach. Changes include repiacing the rules-based hedge
effectivenass fest with an objeclives-based fest that focuses on e economic relationship
petween the hedged item and the hedging instrument, and the effect of credit rdsk on that
sconomic refationship; allowing risk components to he designated as the hedged item, nat only
for financial tems, but also for nonfinancial items, provided that the risk companent Is separately
identiflable and reliably measurable; and aflowing the time value of an option, the forward element
of a forward contract and any foreign cumency basis spread to be excluded from the designation
of a financial Instrument as the hadging instrument and accaunted for as costs of hedging. PFRS
g alsa requires more axtensive disclosures for hedge accounting.

PFRS 9 currently has no mandatory effectiva dale. PFRS 9 may be applied before the complstion
of the limlted amendments to the classification and measurement model and impairment
methodology. The Gompany will not adopt the standard before the complation of the lmited

amendments and the second phase of the project.

New Standard with Deferred Effective Dale
«  Philippine Interpretation 1FRIC 18, "Agresiments for the Construction of Real Estate”

This interpretation cavers accounting for revenue and associated expenses by entllies that undsrtake
lhe construction of real estate direclly or through subcontractors. The Philippine SEC and the
Financial Reporting Standards Councll (FRSC) have deferred lhe affectivity of this interpretation onti!
the final Revenue standard is issued by the intemational Accounting Standards Board (IASB) and an
evaluatlan of the requirements of the final Revenue standard against the practices af the Philippine
real estate industry is completed. The adoption of the interpretation when [f becomes affective will not
nave any impact on the financlal stalements of the Company.

2. Seasonality Aspects of the Business

Like any olher Company in the canstruction industry, the operalions of HPI are affected by seasonality
or cycicality. During the months starting December to May, demand for cement Is greatar than the

reiny months from Juna to November,

3. Financlal Risk Management Objectives and Pollcies

rzl Rig {[5)

The Company is exposed to varlous financial risks, which include the effect of changes in debt
sfructurs, equity market prices, foreign cumency exchange rates and inferest rates. The Company's
overalt risk management program facuses on the unpredictablity of financial markets and seeks to
minimize potential and adverse effects on the financial performance of the Company. The Campany
uses dervative inatruments Such as crosg-currency swaps to hedge the inlerest and foreign exchange
rlsks from its foreign currency-denominated debt. The Company does not enter into other derdvative or
financial transactlons which are unrelated to its operating business as a risk-averse approach is

pursued.

Financlal risk management of the Company [s govemed by policies approved by manzgament. it
provides principles for overall risk managament, 88 well as policies covering specific fisk areas such
as interest rate risk, foreigh exchange sk, counterparty risk, and usa of derivative financial
instriments and investing assets in excess of fiquidity requitemnents.

The Company's principal financial instruments, other than dJderivatives, cangist of cash and gash
squivalents, hotes payable and tong-term tebt. The main ptrpose of these (fnancial instruments is ta
raise funds for the Company's aperations. The Campany aiso has various other financial assets and
labifities such as trade and other receivables, advences to employees, guarantee depasits, rasiricted
cash, trada and cther payables and advances from customers which arise directly from operations.

The main risks arising from the Company's financlal insteurnents are merket risks (which include

forelgn currency risk and interest rate fsk), credit risk and liguidity rlsk. The BOD reviews and
approves the policies for managing each of these tisks and they are summarized below,
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Marke! Risks

The Company is exposed to market risks, such as foreign currency, interest rate and equily price
risks. To manage valatifily relaling to these exposures, the Company enlers into derivallve financlal
instruments, when necesgsary. The Gompany's objective is o reduce, where appropriate, fliciuations
in earnings and cash flows associated with changes in fareign currency, interest rate and equily price.

Forelgn Currengy Risks

Foreign currency risk is the risk that the falr value or future cash flows of a financial instriument will
‘fluciuste because of changes in forelgn exchanga rates.

The Company has forelgn-exchange exposusss, arlsing prmarily from sales, purchases of goods and
servicas and debt sewvicing requirements in currencles other than the Peso that leads to cumraency
translation effects, The Company may hedge certain foreign currency-denominaled borrowings er
other Instrumeats by entering into derivative transaclions.

Due lo the local nature of the cement business, transaction sk is limited. Mowever, income may
primarily be in local currency whereas deist servicing and signiflcant amount of capiial expenditures
may be in foreign currencies. As a consequence thereof, the Company may enler into derivative
contracts wheneaver necessary, which may be designated either as cash flow hedges or fair value

hedges, as appropriale.

As of June 30, 2014, the Company has minimal assels and liabilities exposed to foreign curency
Heks.

{nterast Rale Rjsk

Interest rate risk is the risk that fulure cash flows from -a financial instrument (cash flow interest rate
fisk) or its Fair value (fair value interest rate risk) wilt fluctuate because of changes in market Intarest

rataes.

The Compsny is exposed o fluctustions in financing costs and markst value movements of its debt
partfclio refaled to changes in marke! interest rales. The Company’s interest rate exposure is mainly
addressed through the steering of the fixed/floating rotio of net debl. To manags this mix, the
Company may entar into derivative transactions, as appropriate. As at June 30, 2014, the Company
has minimal financial instruments that are exposed to interest rate risk.

Credit Risk

Credit risk is the risk that counterparties may not be able ko settle thelr obfigations as agreed. To
manage this risk, the Company petiadically assesses e financial reffability of customers.

The Company constantly monitors ifs cradit risk expasures. Cuounterparties to financial inslruments
consist of a large number of meajor financial institutions. The Company does not expect any
counterparties to faif to meet thelr obtigations, given thelr igh eredit ratings. In addition, the Company
has no significant concentration of credit risk with any single counterparly or group of counterparties.

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

The Company trades only with recognized, credit-worthy third parfies. 1t is the Company's policy thar
all thind parly custoriers who wish fo trade on credit terms ars subject fo credt verification
procedures. In addition, receivable balances are maonitored on an ongoing basis o reduce the
Company's exposurg to had debls to minimal.

With respact to cradit risk arising from tha other financiat assels of the Company, which eonaist due
from related parfies, advances Lo employees AFS financial assels and guarantes and Tefundable
depusits, the Company's expasures arise from default of the counterparty, with a maximum exposure
equal to the carrying amount of these instruments.
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Lguidity Ri

Liquidity risk is the risk that the Company will encounder difflculty in raising funds io meet its
contractual obfigatiens and commitments. The seasonality of revenve generstion exposas the
GCompany lo shartage of funds during slack Season and may result to payment defaults of financlal
commitments. The Company monitors this risk using a recurring luidity planning tool. This tool
considers the maturity of both fis financial assels and projected cash flows from operations, The
Company's abjective is to maintain a batance between confinully of funding and flexibitity through the
usa of bank credit facilities, finance leases and purchase coniracts, It ig responsible for ite own cash
surpluses and the raising of lnans to sover cash deficils, subject to pollcies and guldefines spproved
by management and in ertain cases at the BOD level,

The Company maintains sufficlent reserves of eash and cash squivalents, which are shori-term in
nature, unused credit fines end readily avaflable markefable securilies to mest its fiquidity
ragquirements at all tmes. In addition, the sirong credit worthiness of the Company allows i to make
efiicient use of the financlal markets for financing purposes. As of June 30, 2014, the Company has
untdilized credit facilities of #5.3 billion,

Capi anagemednt Polic

The Company conslders equily atiributable to the equily holdera of theé Parent Company as its capital,
The Company's objectives when managing capital are % secure the Company’s ongeing financial
nests 1o condinue as a going cancern as well as lo caler for its growth largsets in arder to provide
relurns io shareholders and bepefits for other stakeholdars and to maintain a cost-afficlent and risk-

oplimized capital strsciure,

The Company manages the capitel strecture and makes adjustrvents to it in light of the changes in
economic condilions, its business aclivitiss, investment and expansion program and the risk
characteristics of the underying assets. In orded {6 mainlain or adjust the capital struchvs, the
Company may adjust the amount of dividends paid lo shareholders, return capifal to shareholders,
lssue new shares, or sell assets to reduce debt.

The Company monhors capital, amang ofhers, on the basis of gearing ratio.

4, Financial Assets and Liabilities

EgirVelue of Financig! {nsiruments

The estimated falr valus of each class of the Company's financial instrumants s equat to their camying
amoeunt ag at June 30, 2014 and December 31, 2013. The following methods and assumplions are
usad to estimate the fair value of each class of financial instrument for whisch 2 is practicable fo

asiimate such value:

Cash and Cash Eguivelenis, Trade and Other Receivables, Advances lo Employees, Resiricled
‘Cash, Nefps Fayabls and Trade and Other Paysbles, Due fo the shortderm nature of the
transactions, the fair valites of these inslrumants approximate the carresponding camrying values as of
end of each reporting potiod,

Derivative Assels and Liabllilies. The fair values of the embatdded cumency forwards arg ¢aiculated
by reference fo current forward exchange rates while the falr value of cross-currency awsps are based

on market values provided by countetparty banks.

AFS Financial Assels. The fair values of pulilicly tradad instruments are delermined by reference o
quoted merket prices as at the end of each reporling perind. Investments in unquated equity securities
for which no reliable basis for fair vaiue measusement is available are camied at cost, net of any

impalrment i valiue.

Guaranfes Deposits. These ams carled at cost, less any ingairment in value, which approximate their
fair values calculated using the discounted cash flows method.
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Fair Val iararch

Below afe the list of financial assets and Kabilities carriad at fair vatue that are classified using a fair
value hierarchy as at June 30, 2014 ang Decemnber 31, 2013:

June 30, 2014 December 31, 2013
Level 1" Level 2®  Total tevef1™ tevel2®  Total

AFS finzncial assets -
Quoted squity securilies 176 ~ 178 R176 P~ R176

Financial fabifity at FVPL
Derivafive assets _ R - R B {4,282} (4,282)
Total R176 [ ®176 R176 (F4,282) (R4,108)

¥ Fair vafue is detarmined using observable market loputs that reflect quoted prices in sclive

markels for identical assets or liabilitles.
A gair value is detenmined using inpufs other than quated prices that are eltherdirectly or

indireclly observable for the assets or liabfities.

5. Segment Reporting

Operating segments are components of the Company that engage in businass adlivities from which
they may eam revenues and incur expenses (including revenues and expenses relating to
transactions with other companents of the Company), which operating resulls are regularly reviewed
by the chief operating decision maker* o make decisions about how resources are to hae aliocated ie
each of the segrrents and to assess thelr peffamances, atid for whlch discrete financial information is
avaiiable. Management reasessses on an annual basis whether there have heen any change In the
operating segients of in the maporisble operaling segments in accotdance with PFRS 8, Operating

Segmenis.

For management burposes, the Company is organized Into activities based on thelr products and has

throe gegments, as foflows:

» clinker and cement segment, which manufaciures and selis clinker and cement for both domestic
and export cusfomars; and

» other consfruction materials and services segmeant, which includes operations from the RMX
pusiness, Helps-1i-Bulld and Business Construction Solutlons sub-segments,

Management monitors the operating results of fis business segments for the purpose of making
dacisians about resource slocation and pedomnance assessment, Segment performance is based on
operating ESITDA and s measured consislenily with consalidated net income in the consolidated
statements of income. However, the Company’s finance income and charges and income taxes are
managed on a group basls, and are not alfocated to operafing segments. Transfer prices helween
operating segments are on an arm's [ength basis similar to transactions with third partles,

The Company has determined tha Clinker and cemant segment as the only reporteble segment.
inforrnation o the other segments thet are not reportable are combined and presentad as “Others”,

" Chief operating deciston maker is compossd of the Company's management commitiee
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Segment revenues, EB{TDA, assets and iiabifities as at June 30, 2014 and 2013 are presented below;

2014
Adfustments
Clinker and and
cement Others Total  elimitations  Consolidated
{In Thousands)
Ravenue;
External customers F18,443,583 Ra317,108 Ri6,860,692 R F16,8580,632
Inter-segment 213804 - 212,604 {212,.604) -
F16,666,187 Ra17,109  RA7,073,206  (#212,804)  #16,360,692
Operating EBITDA ¥R,425,132 (R54604) R53ITDATE k- B5 370,478
Segment agsels 26,115,156 522,648 26,737.804 4,656,813 31,383,617
Segment liahilities 10,117,881 302,377 10,420,258 891,943 11412201
2013
Adjustments
Clinker and and
cement Others Total  eliminations Consolidated
{in Thousands)
Revenue: . .
External customers ®14.841,697 R437 867 B15279,504 a. RB15,279,504
Inter-segment 170,846 - 170,646 {170,646y -
R1{5,012,243 ®437,507 Ri5450150 {R170,845) B15,273,504
Operating EBITDA B4,905,792  (R18782)  R4,887.010 P R4,887,010
Sagment assets 24,597,875 810,957 25208832 4,883,355 28,892,187
Segment liahilities 8,346,156 228,235 8,674,380 1,268,707 0,843,087

6. Retained Farnings

The BOD approved the declaration of cash dividerds of Php0.708 per commmon share (or a fotal of
Php4.5 bition) on May 18, 2014, payable fo stockholders of record as of Juhe 13, 2014. The

dividends are to be paid on July 8, 2014,

7. Events alter the Reporting Dale

As disglosed by the Company on July 8, 2014 {o the Philipping Stack Exchange and fled with the
Commnission on July 7, 2014 ip a SEC Form 17-C Report in connection with the resokdion approved
by the Bosrd of Directors in its July 8, 2014 meeling, the Board authorized the Company to explore,
study and consider the combination of the businesses {"Gombination™} of the Campany with thase of
Lafargs Republic, Inc, (LRI} in order to avail itsolf of the resufting synergles and opporiunities, and in
the coursa of stich study, determing optimal shuclures fo implement such Combination.

it is contermplated that LRI's iwo planis in Noizagaray, Bulacan and LRI's plant in ligan owned by
LRI's subsidiary, Lafarge iigan, Inc., fogether with their related assets, will be excluded from such

Combination,

The Board authorized Mr. Eduardy A, Sahagun, President and CEQ, to undertake the study of such
Comblnation and the appoiniment of financial, tegal and technlcal exparts as he may desm
nesessary.
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Interim Digclostires

The Company is not aware of the following or Is nat appficable to the Company's interim operations:

1.

10.

11,

12,

18

Unusuzal items that materially affect the Company's consolidaled assets, fabllittes, equily, net
incoma or cash flows because of thelr nature, size or incidents,

Changes in estimates of amounts repotted in prior interim periods of $e curent financial year or
changes in estimates of amounts reposted in prior financlal years that have a material effect in the

current period,
tssuances and repurchases of equity securities.

Material changes in confingent Habilities or conlingent assets since the Jast annuatl balance sheet
date.

Existence of maierial contingencies and other events of transactions that are materal o an
understanding of the currant Interim pariod.

Known {rends, demands, commiiments, eveots and uncertalnties that will result in or likely ko
dacrease its liquidity in any malerlal way, The Company dnes not anticipate having within the
next fwelve (12} months any cash fiow or liguidity problems nor does it anticipate any default or
breach of any of iis existing aotes, loans, feases, other indabtedness or financing amrangements

requlring it to make payments.
Events that will trigger direct or contingent material financial obligations to the Company,

Material off-balance sheet tansactions, amangements, obligations (direct or contingent), and
other relationships of the Company with unconsolidated ¢ntilies or other persons created during

the year.

Material commitments far capital sxpenditures.

Known trends, events or uncertaintles that have had or that are reasonably expected to have a
material favorable impact on nat salesfrevenuvesfncome from continuing operations,

Significant elemeats of income or foss {hat did not arise from the Company's continuing
operatians.

Msledal changes in the composition of the Company, including any business combination,
acquisiiton or disposal of subsidiaries and lohg-term investments, restructurings and discontinuing

aperations.

Any seasonal aspect that had a materfal effect on the financlal condition or regulta of opsration.

SEC Farm 1 7-Q 19



Material Changes in Balance Sheeot Accounts

120% Increase iy Cash and cash equivalents
Mainly due to high profit generation for the pariod, timing of the dividend payment and of Cepex

spanding.

42% increase In Trade and other raceivables-nat
Primarily due to htigher revenues in June 2014 compared with December 2013,

25% increase in Other currenf assols
Mainly atiributable {e higher prepayments related to business tax, real praperty tax ang insurance.

85% increase in Trade and other payables
Attributable {6 dividends declared in May 2014 which is payable in Q3 of 2014.

100% decrease int Notes payvable
Aftributable to the payment made Dy the Company for a group oan.

160% decreass in Derivalive flabifities
The decrease was due to the favorable movement in foraign exchange rates,

242% increase in fncome fax payable
Mainly attributable to higher taxable income for 2014 as campared wilh the sama perdod in 2013,

6% increase in Retirement benefits iabliiies
Mainly altributable to higher acerual of pension cost far 2014,

22% decrease In Deferrad tax liabiiifies
Mainly attributable {o the reduction in dJepreclation expense which is & nondeductible expense,

18% decrease fn Refained eamings
Malnly due to declaration of dividends as of June 2014,

Materint Changes In lncomea Statement Accounts

10% Icrpase in Net sales
Malnly driven by robust demand and heslthy prices,

11% Mcrease in Cost of sales
Due to highar volume produced and sold as a result of strang marke! demand,

7% increase i operaling expenses
Attributable fo higher cost of carporate Inftiatives.

33% decrease in Net inancial Income (expense)
Maialy dua ta lower financing charges from finenclat liabilities and Favorable foreign exchanga rates

resulting to foreigh exchiange gafn.

100% tfecrease in Expense in NOA
Lower axpense in non-operating assels from third parties for 2014 as compared to the same pedod of

{ast year.

101% decrease in Unusval items
Due {o the gaip on sala of investmeni recognized in 2013 but nore for 2014,

7256 incremse in FProvision for income fax
Mainly due to higher taxable income In 2014 as compared to the same petiod in 2013,
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Haleclm Philippines, ince. and Subsidiaries
Schedule of Financinl Soundness Indicators

For the Three {3}
Months
Ended June 3{
Financiat K@l Definition 2014 2013
Cu Jauidity ratio
Current Assets
Current Ratia Curent L iabiities 108.1% 114.8%
Solvency rafio/Dabl-to-equity ratio
. Net Financlal Debt (Agsel)
Gearing Stockholder's Equity (@0.8%) | (0.0%)
Agset to Equity Ratios
Asset 1o Equity Ratiof Total Asseis N .
Equity Multiplier Stockholder's Equity 154.8% 149.1%
Interest Rate Covarane Ratlin
income bafore Tax . .
interest Rate Coverage Net Inorast Nif Nt
Profitabifity Ratios
et {ncome o
Relurn on Assets Average Total Assets 11.1% 10.8%
: Net Income a a
Retura on Equity Average Total Equily 15.9% 16.0%
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SIGNATURES

Pursuant to the requirements of the Securitles Regulation Code, ihe issuer has duly caused
this report lo be signed on its behalf by the undersigned thereunto duly autharized,

HOLCIA PHILIPPINES, INC.

0 GhM@sﬁn

Head, Group Controlker
Dale: July 28,2014 Date: July 28, 2014
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SECHURITIES AND EXCHANGE COMMISSION
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QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER
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2
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10,
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12,

Commission identification number _ 026128 3. BIR Tax ldeniification No 000-121-507-000
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. Industry Classification Code: I:I(SEC Use Only)
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of debt outstanding
Cotimon Shares 6,452,099, 144

Are any or all of the seguritias fisted on a Siock Exchange?

Yes [x] No [ ]
Ifyes, state the name of such Stock Exchange and the class/es of securilies listed herein:

Phifippine Stock Exchange, ne. Cammon Sheres

Indicale by check mark whether the registrant:
{8) has fited all reports required lo be filed by Section 17 of the Code and SRC Rule 17
thersunder or Sections 11 of the RSA and RSA Rule 11(a)-1 thereandsr, and Sactions 25

and 141 of the Corporation Code of the Philippines, during the preceding twelve (12)
months (or far such shorter period the registrant was required 10 file such reports)

Yes fx] Mo [ i
{b} has been subject to such filing requirements for the past ninely (90) days.

Yes [X] No [ ]
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PART - FINANCIAL INFORMATION

Item 1. Financial Siatements.

Exhibit | — Consolidated Balance Sheels as of September 30, 2014 and December 31, 2013

Exhibit {| - Consolidated Statements of Incoms for the quarders ended September 30, 2014
and 2013 and for the nine (9) months ended September 30, 2014 and 2013

Exhibit {1 — Consolidated Staiements of Comprehensive Income for the quariers ended
September 30, 2014 and 2013 and for the nine (3} months ended September
30, 2014 and 2013

Exhibit 1V — Conaolidated Statements of Changes in Stockholders” Equily for the nine (9)
mondfis ended September 30, 2014 and 2013

Exhibit V — Consolldated Statements of Cash Flows for the nine (9) months ended September
30, 2014 and 2013

Exhibit Vi — Aging of Trade and Qther Raceivables as at September 30, 2014
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HOLGCH PHILIPPINES, INC.
CONSOUIDATED BALANCE SHEETS
September 30, 2014 and December 31, 2013

Exhibit ¢

{fn Thousands)
30 Sep 20114 31 Dec 2013
ASSETS
Current Assets
Cash and cash aquivalents R3,385,737 2,140,104
Trade and other raceivables-net 2,298,223 1,780,821
Invantories 3,029,814 3,018,603
Other current assets 1,311,324 739,638
Total Current Assets 18,026,008 1.688.156
Noncinrrent Assots
tnvestments 4,558 4,559
Property, plani and equipment — net 17,205,729 17,093,454
Gaodwill 2635738 2,635,738
intangibles 852,858 268,880
Deferred fax assets 298,774 258,377
Other nongurrent assets 281,080 280,364
Totat Noncurrent Assets 21,279,724 20,538,372
31,305,822 28,228,528
LIABHITIES AND STOCKHOLDERS' EQUIITY
Curcent Liabilities
MNotes payable 3,500,000 853,000
Trade and other payables 5,463,267 4,054 547
Derivative fizhifity - 4,282
[ncome tax payable 423,804 222,616
Total Current Liabilities 8,387,071 6,074,445
Noncurrent Liabifities
Retirement benefit labifities 544 8R7 497,373
Provisions 137,540 127,778
Deferred tax labilities 88,887 1,433
Qther noncurrent liakilities 136,317 49172
Total Noncurrent Liabilities 915,701 875,756
Equity Atfribatable to Equity Holders of the
Parent
Capitat sfock 8,452,059 £8,452,009
Additional paid-in capital B,476,002 8,476,002
Remeasturement loss on retirement benefits - net (161,351) {161,351)
Retained garmings 65,225,302 B8/ 697,884
20,892,062 21,464,634
Noncantrolling Interest 10,988 11,693
Total Stockholders’ Equity 21,003,050 24,476,327
P34,305,822 P28,226,528
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HOLGIM PHILIPPINES, INC,
CONSOLIDATED STATEMENTS OF INCOME

For the quarters ended September 30, 2014 and 2013
And for the nine (9) months ended Seplember 30, 2014 and 2013
{In Thousands, Except Per 8hare Data)

Exhibit I}

Quarter ended Nine (8} Months Ended
Jdan-Sep Jdan-Sep
Jul-Sep 20814 Jul-3ep 2013 2614 2013
Net Sales 85,113,355 RG 863,942  #24.574,047 R27.443 446
Cost of sales 6,181,909 5,058,337 16,829,018 14,665,044
Gross Profit 1,531 446 1,804,665 8,145,028 7478402
Cperating expenses 487 o087 453,618 1,330,191 1,240,403
Operating EB{TDA 1,444,358 1,350,989 6,814,837 6,237,398
Bepreciation and amortization 326,026 365419 1,080,391 1,081,172
Income from Operations 1,048,333 988,570 5,734 448 5,156,827
Other income {expenseas)
Net financial income
{expense) (17,020} (3,746) (3,017) 17,281
Expenses on NOA - (911} N (9,328
Unusual ftems {1,784) {4,444} (3,142) 95,020
Total {18,804) {9,101) {6,166) 102,976
Income Before ingome Tax 1,029,529 878,469 5,728,280 5,268,803
Provigion for income tax
Gurrent 345,053 320,213 1,728,788 1,572,096
Deferred {37.728} {36,212} {46,018} (57,395
307,324 285,001 1,883,769 1,814,701
income Before Minority
interest 722,205 691,468 4,044,511 3,745,102
Noncontrofling interest {245) {257} _ {881} {588)
Net Income RTZ1,968 Ragi,211 B4.043,620 P3.744,503
Basic/Diluted Eamings Per
Share {(EPS)
Computalion of EPS:
{a) Net income applicable fo
commuon shareholders 721,360 R6O1, 211 B4, 043,520 R3,744,503
{b) Common shares issued
and outsianding 6,452,053 6,452,499 8,452 089 8,452,093
EPS fla)(bl] FO112 FO107 Fo.627 RO.586
4
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Exhibit {1t

HOLCIM PHILIPRINES, INC,
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the quariers anded September 30, 2014 and 2013
And for the nine (8) months ended September 30, 2014 and 2013

{in Thousands)
Quadter ended Nine (9) Month Ended
Jul-Sep Jan-Sep Jan-Sep
Jul-Sep 2014 2613 2014 2013
Net thcome R 722,205 R691,468 4,044,511 R3,745,102
Dther Comprehensive Loss
Other comprehiensive foss {o ba reclassifed (o proft
or Ioss in subseqiant peffods:
Amounts transferred to profit or loss
upon salg of investment in joint veature - - - .
Other comprenensiva fass ot fo be reciasstied o - - -
proft or Joss in aubsequant perdods:
Remeasurement loss on retirement
benefits - - - "
Incorae tax effect - n - -
Total Comprehensive lncome 722,205 P601,468  R4,044,611 R3,745,102
Attrbutable 1o
Equity holders of the Parent Company R721,960 RE91,241  R4,043,520 R3,744,503
Nancontrelling interest 245 257 g1 599
R722,205 RG27,468  ®4.044,511 P3,745,102
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HOLCIM PHILIPPINES, INC,
AONSOLIDATED STATEMENTS OF CHANGES N STOCKHOLDERS' EQUITY
For the nine {9) months endad Sepfember 30, 2014 and 213

Exhibit 1V

{in Thousands)
Jan-Sep 2014 Jan-Seg 2013

Capitat Stock
Comman Stock

Balance at beginning of period R64562,098 #6,452,095

Issuanges (Retirement) - -

Balance af end of pedod 6,452,099 8,452,009
Additional Paid-in Capital

Baiance at beginning of pericd 8,476,002 8,476,002

lssuances (Refirement) - -

Balance at ent of peried 8,478,002 A,478,002
Other comprehensive loss {i61,361) {81,823)
Retained Earnings

Balance at beglnning of periad 6,688,261 5,686,816

Net incoms 4,643 520 3,744,503

Cash dividends (4,518,468} {3.548,654)

Batance at end of paiied 8,225 302 5,882,665
Nonconiroliing Inferest 10,998 11,728

121,003,850 120,740,569
a8
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HOLCIM PHILIPPINES, INC,

CONSOLIDATED STATEMENTS OF CASH FLOWS
For tha nine {9} months ended September 30, 2014 and 2013

{in Thougands)

Exhibit V

Jan-Sep 2014 Jan-Sep 2013

Operating Activities

income before income tax for the period ®5,728,280 R5.259.803
Adjustments t¢ reconcile net income to cash _
Dapreciafion and amortizaiion 1,084,391 1,081,172
Gther items {net) {1,457,405) (1,619,987}
Changes in current assets and liabilities {623,778) {397,924}
Cash provided by operating acthvities A.827.438 4,423,064
Investing Activitles
(Addiffons} deductions to plant, property and equipment {1,140,352) {1.471,908)
Definjcrease in ather Investing acfvitles {548,085) 336,136
Cash provided by (used in) Investing activities {1,689,437) {1,135, 170)
Financing Activities
Dividencls paid {4,518,718) (3,548,654}
Proceeds {payment) of shorlterm loans 2,617,930 533,689
Cash provided {used in} financing sctivities {1,801,735) (3.014,965)
Net increase (decrease) In cash and cash equivalents 1,236,268 272,328
Cash and cash equivalents, beginning 2,145,104 1,378,382
Effect of exchange rate changes on cash & cash
egitvalents 367 2,029
Cash and cash equivalents, end 93,385,737 1,652,740
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Exhilit V1

HOLCHV PHILIPPINES, ING
Aging of Trade and Other Recelvables
As of September 30, 2014
{'n Thousands)

Totsl Current 1-30 days  31-60 days Over 60

Trade Receivabies R2400,307 B2,074684 P 142,135 P58.663 gﬁ: 25
Other Receivables 37,780 20,561 - - 17.228
Total 2438087 F2095236 R142135 658,663 B142 054
Alivwance Tor Boubiful

Agecounts {138.864)

Meat Receivables 12,289,223

Certifiad correct:

Gle%tin

Head, Group Controlier
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ltom 2, Management's Discussion and Analysls of Financial Condition and Resuits of
Operations.

Raguite of Oparations

The cement industry demand grew by 11.9%™ as of Seplember 2014 compared to the same perind of
last year, This was brought about by the confinucus strong public and private constiuction activities
nationwide. Driven by the robust demand, HP posted total nel sates of Php25.0 billion, higher than
the Php22.1 billlon reparted for the same pariod last year, Gross profit likewise improved on the back
of higher realized sales and befter operating efficiency. The Company closed the third quarter with
operating EBITDA and net income higher compared with lhe same period in 2013 by 9% and 8%,

respactively.
Financial Position

The Company's finencial position remained very liquid with very strong asset to equity ratio. Total
assels grew by Php3.1 biflion from end of 2013, largely due to incraase in cash and cash equivalents
as a rasult of higher profit generated for the perlod. Likewise, praperty, plant and squipment and
intangible assets increased mainly dus to the acquisition of a paort facifity and foreshore lasse In

Mabinj Batangas.
Cash Flow Generation

The Company’s cash requiremants have been mainly sotirced through cash flow from operalions.
Overzll cagh increase was mainly due o higher profit generation. Please refer o the attached

statement of cash flow far more detalls,

Key Performance Indicators

The comparative financial KPI's of the Company for the nine months ended September 30, 2014 and
2013 were as follows:

For the Nire (9) Months
ended September 30
Financial KPf_ Dafinition 2014 2013
Prefitabllity
MNet lncormne o
Return on Equity (ROE) Ave. Total Shareholders’ Equity 19.0% 18.1%
Net Income
Return on Assat (ROA) Aversge Tolal Assels 13.6% 14.1%
Effielensy
: Operating EBITDA
EBITDA Margin Net Sales 27.3% 28.2%
Liguidlity _
B} Net Financial Debt (Asset) o
Gearing Stockholders' Equity 2.9% (.5%)
Operating EBITDA .
EBITDA Nei intarest Cover Net Interost 426220 limeas yil|

" CEMAP
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Profitsbility and Efficiency

The improved operating performance of the Company lranslated to higher profitabllity with ROE
Increasing by 0.9%, Howsaver, ROA slighlly declined by 0.6% due to the newly acquired port facility

and foreshore {ease agreement in Mabinl Batangas,

Liguidity
‘The Company's Hquidity position remained strong evidenced by significant cash balance.

1.

Notes to Financial Statements

Summary of Significant Accounting Palicles

These condensed consclidated interim financial statements have baen prepared In accordance with
PAS 34 inferim Financial Repariing and do not Include 2l of the Information and disclosures required
I the annual financlal statements, and should be read in conjunclion with the Company’s annual

financial statements as at December 31, 2013,

The zecounting policles adopted in the preparation of condensed consolidated finangial statements
are consistent with those followed In the preparation of the Company’s annual finanelal staterments for
the year ended December 31, 2013, except for the adgption of the new standards and interprefations

that are effective as of January 1, 2014 entimeraied helow:

"

Amendrments toe PFRS 10, "Consulidated Flnancial Statements™, PFRS 11, "Joint Arrangements®
and PAS 27, “Separate Financhl Statements®; Investment Entilies

The amendments provide an axception to the consolldation requirement for entifies that meel the
definiion of an nvestment entify under PFRS 10, The excepilon to consolidation requires
investment entities to account for subsidianies at fair value through profit or loss (FVYPL). These
amendments were not relevant to the Company since none of the entities in the Company qualify

as an invesimerni enlity under PFRS 10,

Amendments to PAS 32, "Financial Instrumenis: Preseniation - Offselling Financisl Assets and
Financial Liabilities"

The amendments clarify the meaning of ‘currently has a legally enforceable rght to set-off* and
also clarify the appfication of the PAS 32 offselting criteriz to setllemant systems (such as centraf
clearing house systems) which apply gross selflement mechanisms that are not simuffaneous,
The amendments affect the presentation only and have no Impact on the Company's financial
podition or performance.

Amendmenis fo PAS 36, "Impaiment of Assets - Recoverable Amount Disclosures for
Nonfirancisl Asseis”

The emendments remove the unintended consequence of PFRS 13 on the disclosures required
under PAS 36. In addition, these amendments raquire disclosurs of the recoverable amounts for
the zssats or cash-generating unils for which impairment loss has been recognized or raversed
during the period. These amendments are effective retrospectively for annual pariods beginning
en or after January 1, 2614 with eatlier application permilted, provided PFRS 13 is applied. The
Company did not early adopt the amendmsnts, These amendments affect disclosures only and

have no impact on the Company's financial position or performmance,

PAS 39, "Finzancial insttuments: Recognition and Measurement - Novation of Darnvatives and
Continuation of Hedge Accounting”

The amendments provide relief from discontinuing hedge accounting when novation of a
derivative designated as & hedging instriment meets certalh criteria. These amendments are
offective for annual pericds beginning on or after SJanuary 1, 2014, The amendments have no

impact on tha Company's financial pasifion or performance.
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*

Phifippine interpretation IFRIG 21, “Levies"

The Interpretation clarifigs that an entity recognizes a fiability for a levy when the activity that
triggers payment, as identified by the relevant lagislation, occurs. For a levy that Is triggered upon
reaching a minimum (hreshold, the interpretation clarifies that na lability should be anticipsted
before the specilied minimum threshold Is reached. The Company agssessed that the
interpretation have no material financial impact on its financial statements,

Standards {s: but not vet
The following standards, amendmenis and intemretations, will become effective subsequent fo

December 31, 2014 and have not been sarly adopted by the Company. Exeepi as olherwise
indicaied, the Company does not expeact the adaption of the applicable new and amended standards
ta have a significant impact on its financiat position or performance, The refevant disclosures will be
inciudad in the notes o financial slatements when lhese bacome effective.

Effaclive in 2015

Amendments to PAS 19, “Employes Bensfils - Defined Benefit Plans: Employee Conlributions”

The amendments apply fo contributions fram erployees or third parties to defined beneft plans.
Contributions that are set out in the farmal terms of the plan shall he accounted for as reductions
to current service costs if they are finked fo service or as part of the remeasurements of the net
defined benefit assef or llabillty if they are not linked lo service. Contributions that are
discretionary shall be accounted for as reductions of current service cost upon payment of these
caniributions to the plans. The amendments will not have any significant impact on the finanelat
statements of the Campany as its relirement plans are nencontribuiory,

Annual Improvemants to PFRS (2010 lo 2012 cyals)

The Annual hmprovements to PFRSs (2010-2012 cycle) conlain non-urgent but necessary
amendments o the following standards:

« PFRS 2, "Share-hased Payment - Dofinltion of Vasting Cendition”

The amendment revised the deflnitions of vesting condltion and market condition znd added
the definitions of performance condiffon and service condition o cladfy various issues. This
amendment shall be prospectively applied to share-based payment transactions for which the
grant date is on or after July 1, 2014, This amendmaent does not apply ta the Company as it

curently has no share-based payments.

»  PFRS 3, “Business Combinations - Accounting for Contingent Consideration in a Business
Combination"

The amendment clarifies that & contingent consideration that meeis the definition of a
finencial instrument should be classified as a financial fabifity ar as equity in accordance with
PAS 32. Contingent consideration that is not classified as equity Is subssquently measured at
FVPL whether or nat it falls within the scopa of PFRS 9 (or PAS 39, if PFRS 0 Is not yet
adopted). The amendment shall be prospeclively applied 1o business combinations for which
the acquisifon date is on or afier July 1, 2014, The Company shail consider this amendment

for Future husiness combinations,

+ PFRE B, "Operating Segments - Aggregation of Operating Segments and Recancliation of
tha Total of tha Reportable Segments' Assels to the Entity’s Assets®

The amendments require entilies lo disclose the judgment made by management in
aggregating twe or more operating segments, This disclosure should include a brief
deseription of the operaling segmants fhal have been aggregated In this way and the
economic indicators that have been assessed In determining that the aggregated operating
segments share similar economie characteristics. The amendments also clarify that an entity
shall provide reconciliations af the folel of the reportabla segments’ assels o the entily’s
assefs if such amounts are regularly provided to the ohief operafing decisioh mskear. Thase
amendments are effective for annual perods beginning on or after July 1, 2014 and ere
appiied retrospectively. The smendments will affect disciosures only and will not have an
impact on the Company's financlal position or performance,
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« PFRS 13, "Fair Valute Measuremant ~ Shorl-term Receivables and Payables”
The amendment clarifies that short-term receivables and payables with no stated Interest
rates can be held at Involce amounts when the effect of discounting is immaterial. This

amendment is affective immediately.
PAS 18, “Properly, Plant and Equipment Revaluation Method ~ Propartionate Restatement of

Accurnulated Depraciation®

The amendment clarifies that, upon revaluation of an iter of property, plant and equipiment,
the carrying amount of the asset shall be adjusted to the revalued amount, and the asset shail

ba trested in one of the foflowing ways!

a. The gross carrying amount {s adjusted In a maaner that is consistent with the revatuation of
the catrying amount of the asset. The accumulated depraclation at the date of revaluation
is adjusted to aqual the difference between the gross carrying amount and the carrying
armount of the asset after taking info account any accymudatad impairment fosses,

h. The acoumtiated depreciation is eliminatad sgaingt the gross carrying amount of the asset,

The amendment is effective for annual periods beglnning on or after July 1, 2014. The
amendment shalt apply fo ai revatuaflons recognlzed In annual perlods beginning on or after
the date of initiaf application of thls amendment and In the Immediately preceding annual
period, The amendment will have no impact on the GCompany's financial position ar

parformance.
» PAS 24 “Related Party Disclosures - Key Management Personne(’

The amendments clarfy that an entity is a related patty of the reporting entity if the said entity,
or any membar of a group for which it Is a part of, provides key managerent personnel
services to the reporting entity or to the parent company of the repoding entity. The
amendments also clarify fhat a reparting entify that obtalns management personnel services
frary another entity (also refarred lo as managaiment entity) is not required to disclase the
compensation paid or payable by the management entity {o its employees or directors. The
repotrting entity is required to disclose fhe amounts incurred for the key management
personnel secvices provided by a separate management entity. The amendments are
effective for anaual periods beginning on or after July 1, 2014 and are applied retraspectivaty.
The amendments will affect disclosures only and will have no imipact orr the Company's
finencial positfon or petformance.

s PAS 38, "Intangible Assets: Revaluation Method - Proportionate Restaterhent of Accumutated
Armortization”

The amendments clarify that, vpon revaluation of an intangible asset, the camying amount of
the asset shall be adjusted to the revalued amount, and the asset shall he freated In one of

the following ways:

a. The gross carrying amount iz adjusted in a manner that is consistent with the revaluation of
the catrying amount of the asset, The actumuleted amortization at the date of revaluation
is adjusted to equal the difference behween the gross carrying amoun! and the carrying
amaunt of the asset sfiter lalking iblo account any accurnulated impairment losses.

b. The accumulatad amortization is eliminated against the gross carrying amount of the asset,

The amendments afso cladfy that the amount of the adiusiment of the accumulated
amortization shouid form past of the intréase or decrease in the carmrying smount accounted
for in accordance with the standard,

The amendments are effective for annual perlods beginning on or after July 1, 2014, These
amendments shall spply to all revalualions recognized in annusl pariods beginning on or aftar
the date of initial application of this amendment and in the Immediately preceding annual
pariod. The amendments wit have no impact on lthe Company's financlal position or

perfarmance.
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Annual Improvements to PFRS (2011 to 2013 cycle)

The Annual Improvements fo PFRSs (2011-2013 cycie) conlain non-urgent but necessary
amendments to {he following standards.

PFRS 1, “Firsitime Adaplion of Phillpping Flnancial Reporting Standards - Meaning of
Effective PFRS”

The amendment clarlfies that an entify may choose to apply eifther a current standard or a
new standard that is not yet mandatory, but that pemlts early application, provided either
standard is applied consisiently throughout the periods presented in the entity's first PFRS
financial statements, This amendment Is not applicable to the Company as it is not a first time

adopter of PEFRS,
s PFRS 3, “Business Combinations - Scope Exceplions for Joint Amangements”

Tha amendment clarifies that PFRS 3 does not apply to the accounting for the formation of a
joint arrangement in the financial statements of the joint arrangement iself. The amendment
is effective for annual periods beginning on or after July 1, 2014 and is applied praspectively.

+ PFRS 13, “Fair Value Measurement - Porifolio Exception”

The amendment clarifies that the portfolio exceplion in PFRS 13 can be applied to flnancial
assets, financial liablifities and other confracts. The amendment is effeclive for annual perisds
beginning on or after July 1, 2014 and is applied prospectively. The amandment will have no
impact on the Company's financizal positlon or perfoimance.

» PAS 40, “invaestment Properly"

The amendment clarifies the interrelationship bebween PFRS 3 and PAS 40 when classiiying
property as investment properly or owner-occupied properly. The amendment stated that
judgment is needed when delermining whether the acquisiion of investment properly is the
acquisition of an asset or a group of asssis or 2 business combination within the scope of
PFRS 3, This judgment is based on the gitidance of PFRS 3. This amendment 13 effective Tor
annual perisds beginning on or after July 1, 2014 and is applied praspectively. The
amendment kas no significant impact on the Company's financial position or performance.

New Standard with No Manadatory Effective Date

PFRS 9, "Financial Instruments: Classification and Measurement”

PFRS 9, as issued, reffects the first and third phases of the project to replace PAS 38 and applies
to the classificalion and measurement of financial assets and {iabiiities and hedge accounting,
respeciively. Work on the secand phase, which rejate to impairment of financial instruments, and
the limited amendments to the classification ahd measurement maodel is stiff ongoing, with a view
to replace PAS 39 In its entirely. PFRS ¢ requires alf financial assets to ba measured at fair value
at initlal recagrition. A debt financial asset may, If the fair vatue aption VO] is not invoked, be
subsequenily measured at amortized cost if #t is held within a businass madel that has the
ahjective to hold the assels o collect the confrachual cash flows and its contractual terms give
fise, on specified dates, to cash flows that are solely payments of principal and interest on the
principai outstanding. All other debt Instruments are subsequently measured at falr value through
profit ar loss. All equity financlal assets are measured at fair valte elther through QCH or profit or
loss. Equity financiat assets held for #fading must be meaasured at FVYPL. For liabilitiss designaled
as at FVPL using the FVO, the amount of ehange in the fair value of a Hlablity that Is atiributable
{o changes in credit tisk rmust be presanted in OCI The remainder of the change in fair value is
presented in profit or loss, unless presentation of the fair value change relating fe the entity's own
credit risk In OCt would create or enlarge an accounting misrnatch in profit or foss, At other PAS
35 glpssification and meastrement requirerments for financial liabilitles have been camied forward
fo PFRS 9, including the embedded derivative bifurcation rules and the criterfa for using the FVO,
The adoption of the first phase of PFRS 8 will have an effect on the classification and
messwemant of the Company's financial assels, but will potentially have no Impact on the
classification and measurement of finarclal iabilities,
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On hedge accounting, PFRS 8 replaces the rules-hased hadge accounting madel of PAS 39 with
s more principles-based approach. Changes include replacing the rufes-based hedge
effectiveness test with an oblectives-based test thatl focuses on the economic relalionship
tetween the hedged item and the hedging Instrument, and the effect of credit risk on that
economic relationship; aflowing risk companents to be designated as the hedged item, not only
for financial iterns, but also for nonfinancial items, provided that the risk component Is separataly
Idantifiable and relisbly measurabile; and aflowing the time value of an option, the forward element
of a forward contract and any forelgn currency basis spread to be exciuded from the designation
of a financial instrument as the hedging instrument and accounted for as costs of hedging, PFRS
9 also requires more extensive disclosures for hedge accounting.

PFRS 9 surrently has no mandatory effective date. PFRS 9 may be applied befare the completion
of the Gimited amendments to the classification 2nd measurement model and impairment
methodology, The Company will not adopt the standard before the completion of the limited

amendments and the sacond phase of the project

New Standard with Defecred Effective Dale
»  Philippine Interpretation IFRIC 15, "Agreements for the Construction of Reel Estate”

This interpretation covers accotnting for revenue and assoclaled expenses by entlifes that undertake
the construction of real estate directly or fhwough subconiractors. The Philippine SEC and the
Financlal Reportitig Standards Couneil (FRSC) have deferred the affectivity of thls Interpretation untit
the final Revenue standard Is issued by the International Accounting Standards Board (JASB} and an
avaluation of the requirements of the final Revenue standard against the practices of the Philippine
real estate industry is completed. The adoption of the interpretation when it becomes effective will nat
have any irapact on the financlaf statements of the Company. :

2, Seasonality Aspecits of the Businiess

Like any other Company in the construction industry, the opereions of HPI are affectad by seasonality
or cyclicality. Duting the rmonihs starting December to May, demand for cement Is greater than the

rainy months from June to Navember,

3. Financial Risk Managememnt Ofjectivas and Policies

Ganeral Risk Managerment Anbreach

The Company is exposed to varfous financial fisks, which include the effect of changes in deht
strueture, equity market prices, foreign cufrency exchange rates and interast vates. The Company's
overafl isk management program focuses on the unpredictability of financial markets and seeks fo
minimize potential and adverse effects on the Enanclal performance of tive Company. The Company
uses derivative instruments such as cross-cliTency swaps 1o hedge the interest and foreign exchange
fisks from its foreign currency-denominated debt. The Company does nat enter into otfier derivative or
financial transactions which are unrelated to s operating business as a risk-averse approach s

pursued.

Financial risic management of the Company is governed by policies approved by management. It
provides principles for overall risk management, as well as policies covering specific dek areas such
as interest rate risk, foreign exchange sk, counterparly risk, and use of derivative financial
instruments and investing assets in excess of Hquidity requirements.

The Company's principal financial instruments, other than derivalives, consist of cash and cash
squivaleats, notes payable and Jong-term debt The main purpose of these financial instruments is fo
raise funds for the Coimpany's aperations. The Company also has various other financial assels and
limbilities such as rade and other receivables, advances fo emplovees, guaranlee deposits, restricted
cash, frade and other payables and advances from customers which arise directly from eparations.

The main riske arising froin the Company’s financial instruments are market risks (which include

forelgn currency gk and interest rate risk), credit risk and liquidity risk. The Board of Directars (800)
roviews and approves the poficies for managing each of these risks and thay are summarized below.
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Market Rigks

The Company is exposad fo market dsks, such as foreign currency, interest rate and equity price
risks. To manage volatility relating to these exposuras, the Campany enters into derivative financlat
instrurnenis, when necessary. The Company's objestive s to reduce, where appropriate, fustuations
In eamings and cash flows assoclated with changes in foreign currency, interest rate and equity price,

Foieign Cur:

Forelgn currency risk is the risk that tha fair value or fulure cash flows of a finsncial instrument will
flustuate because of changes in foreign exchange rates,

The Gompany has forelgn-exchange exposures, arising primarily from safes, purchases of goods and
services and debt servicing requirements in currencies othar than the Peso that feads lo currency

translation effects. The Company may hedgs cerlaln foreign currency-denominated borrowings or
other Instruments by entering into derivative ransactions,

Due {o the lacal nature of the cemant business, transaction risk is fimited. However, income may
primarity be In local curreney whereas debt servicing and significant amount of capital expendliures
tnay be in foreign currencies. As a consequence thereof, the Company may enter into derfvative
confracts whenever necessary, which may he designated either as cash fiow hedges or fair value

hedges, as appropriate,

As of September 30, 2014, the Company has minimal -assets and {labilities axposed to foreign
cumrency risks,

interest Rafe Risk

Inferest rate risk Is the risk that fufure cash flows from a financial Insttument [cash flow interest rate
sisk} or its fair value (falr value interest rate risk) will fluctuate bacause of changes in market interest

tatas,

The Company is exposed to fluctuations In financing costs and market valug movements of its debt
portfolio related to changes in markel Interest rates. The Company’s interest rate exposure is roainly
addressed through the sieering of the fined/floaling matio of net debt. To manage this mix, the
Carapany may ecter into derivative lransaclions, &s appropriate. As at Seplember 30, 2014, the
Company has minimal fihancial instruments that are exposed o interest rate risk,

Cradit Rigk
Credkt fgk Is the risk thal counterparties may not be able to seftle their obligations as agreed. To
manage this risk, the Company pericdically assesses the financial refiahility of customers.

The Company constantly mohitars its credit rdsk exposures. Counterpariies to financlal instruments
consist of & large number of major financlal institutions. The Company does not expect any
counterparties ta fall to meet their obligations, given their high credit ratings. In addition, tite Company
tias no significant concentration of credit risk with any single counterparly ar group of counterparties.

The madimum and minimum exposure o credit risk is represented by the carrying amount of each
financial aszef,

The Company frades only with recognized, credit-worthy third parties. It is the Company's palicy that
all third party customers who wish to frade on credit terms ate subject ko credit verification
procedares,  In addition, receivable balances are monitored on an ongokig basls to reduce the
Company'’s exposure to bad debts to minimat,

With respect to credit risk ariaing from the other financial asseis of the Company, which consist due
from relaled partles, advances to employaes, AFS financial assets ahd guarantee and refundable
deposils, the Company’'s exposures arise from default of the counterparty, with a maximum exposure

equal to the carrying amount of these instruments,
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Liquidity Risk

Liguidity risk is the risk that the Company will encounter difiiculty in raising funds to meet its
contraciual obilgations and commitments. The seasonallty of revenus generalion exposes the
Company to shortage of funds during slack season and may result to payment defauits of financial
commitrnents. The Company monitors this dsk using a recurring liguidity planning tool. This tool
considers the maturlly of both its financlal asssts and projected cash flows from operations. The
Company's objective is to maintain a balance betwean continuity of funding and Hlexiblfity through the
use of bank credit faciliies, finance leases and purchase contracts. it Is responsible for ils own cash
surpluses and the raising of joans to cover cash deficits, subject to policies and guidelines approvad
by management and in certain cases at the BOD level,

The Company maintains sufficient reserves of cash and cash equivalents, which are shoriderm in
nature, unused coredit fines snd readily available warkelable securities to meet its Hquidity
sequirefnants at ell times. In addilion, the slrong eredit worthiness of the Company aflows it to make
efficient use of the financial markets for financing purposes. As of Septembuer 30, 2014, the Company
has unutllized credit facifities of 8.5 billion,

Canitet Management Folicy

The Company considérs equity attributable to the equity hotders of the Parent Company as Its capitat.
The Company's abjectives when managing capital are to secure the Company’s ongoing financlal
needs o cantinue as & going concem as welt as (o cater for Its growth fargets in order to provide
refitims to shareholders and benefits for other siekehoiders and to maintain & cost-efficient and rlek-

oplimized capital structure,

The Company manages the capilal skructure and makes adjustments to it in light of the changes in
ecotiomic conditions, its business aciivities, Invesiment and expansion program and ihe risk
characteristics of the underlying assels, In order to mainlain or adjust the capital sfructure, tha
Company may adjust the amount of dividends paid to shareholders, return capital to shareholders,

issue new shares, or sefl assets 1o reduces debf,
The Company monitors capital, ameng athers, on the basis of gearing rafio,

4. Financial Assets and Liabilities

Fair Value of Financial Instruments

The estintated fair vaiue of each class of the Company's financial instruments is equal lo their carrying
amount as at September 30, 2014 and December 31, 2013, The followlng methods and assumptions
are used lo estimate the fair value of each class of financiel instriument far which it Is practicable to

estimate such value:

Cash and Cash Equivalents, Trade and Olher Receivables, Advances to Employees, Resiricied
Cash, Notes Payable and Trade and Ofher Payables. Due tg the shortent nature of the
transaciions, the fair values of these Insltuments approximate tha corresponding carrying values as of

end of each reporting period.

Derivative Assets and Liabililes. The fair values of the embedded cumency farwards are calcuiated
by reference to current forward exchange rates while the fair value of cross-currency swaps are based
on market values provided by counterparty banks,

AFS Financlel Assels. The fair values of publicly traded instruments are determined by reference to
quated market prices as at the end of each reporting period. Investments in ungquoted equity securities
for which no reliable basis for falr valus measurement is available are carred at cost, nat of any

irnprainment irt value.

Guaraniee Deposits. These are carred at cost, less any impairment in value, which spproximate their
fair vajues calculated using the discounted cash flows method.
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Fair Vialue Hierarchy

Below are the Kst of financial assefs and liablities carried at fair value that are classified tsing a fair
value hierarchy as at Septeraber 30, 2014 and Decemnber 31, 2013

September 30, 26114 December 31, 2013
Level 1) Levei 29  Total Level 1V  Leve: 2@ Tatal

AFS financiat assets -

Quoted equity securities #8176 A P78 Ri76 p— P76
Financial Habllity at FVPL

Detivative assets - = - ~  (4.282) {4,282)
Total R176 P— R176 Bi78 (B4,282) (P4,108)

T Eair value Is determined using observable market inputs thet reflact quoted prices In golive
markets for idanticel assets or liabiliiies.

@ Lalr value is determined using inputs other that quoled prices that ara either directy or
indirectly ahservable for the assefs or fiabilities.

5. Segment Reporifng

Operaling segments are components of the Company that engsge in business activities from which
they may earn reveaves and Incwwr expenses ({ihcluding revenues and expenses relaling to
transacfions with other components of the Company}, which opetating resuits are regulady reviewed
by the chlsf operating decision maker* lo make declslons about how resourcas are o be aliosated fo
each of the segments and fo assess their performances, and for which discrate financial information 1s
available, Management reassesses on an anrteal basis whether there have been any change in the
operating segments or in the reporiable operating segments in accordance with PFRS 8, Operating

Segments.

For mapagement purposes, the Company Is organized into activities based on their products and has

two segments, as follows:

= clinker and cement segment, which manufactires and sefls ofinker and cement for hoth domestic
and export customers; and

« oflher construction materials and servives segment, which Includes operations from the RMX

buginess and Helps-U-Builld sub-zegments.

Management monitors the operating results of ils business segments for the purpose of making
decisions about resource allocation and performance assessment. Segment petformance is based on
operating EBITDA and Is measured consistently with consolidated net income in the consofidated
statements of income. However, the Company's finanee income and charges and income taxes are
managsd ot a group basis, and are pot aliocated te operating segments. Transfer prices between
operating sagrents are on an am's length basis similar to transaciions with third pariles,

The Company has determined the Clinker and cement segment as the only reporiable segment
Infarmation on the other sagments that are not reportable are comblined and presanted 25 “Qthers™.

" Ghief aperating decision maker is composed of the Company's management committes
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Segment revenues, EBITDA, assels and ligbilities as at September 30, 2014 and 2013 are presented

balow:
2014

Adjustments

Clnker and and
cemant Qthers Total eofimingtions Consolidated

{in Thousands}
Ravenue:
External customers 24,334,113 R839,934 F24,974,047 r. P24 974,047
nter-segment 335,840 - 336,840 {335,840} -
P24,668,053 PFE39,934 R25.309,837 {P335,840) R24,974,047
Oparating EBITDA 1E8,9242160 (R127,323) P6,314,837 P- B8,514,837
Sagment assets 25144 241 495,387 26,639,628 5,666,194 31,305,822
Segment liabilitles 5,503,535 537,273 ©,040,808 4,261,964 10,302,772
2013

Adfusiments

Citnker and and
cement Others Total  ellminations Consolidated

{in Thousands}
Revenue;

External customers  B21,668425 B575,021 PR22,143,446 P- B22,143 446
inter-segment 235,413 - 239,413 {230,413} -
P21,807,838 RE75,021 R22,382.856 (R239413) 5-‘23. 143,448
Operating EBITDA 6,308,880 {F70,861) P§237,809 B Pg,237,9490
Segment assols 24,688,223 568,058 25,257,281 1,821,660 27,178,841
Segment liabifitias 4,774 200 266,418 5,040,615 1,387,757 §,438,372

6. Helalned Earnings

The BOD approved the declaration of cash dividends of Php(.70 per common share (or 2 toial of
Phpd.5 bition) on May 16, 2014, payable ta stockholders of record as of June 13, 2014. The

dividends were paid on July 8, 2014,

7. Acquisition of subsidiary

On July 2014, Holcim Mining and Development Gorporation, @ wholly owned subsidiary of Holcim
Phillppines, Inc., acquired a new subsidiary, Lucky One Really Ventures, Inc. (LORVY) at a purchase
price of Php817 miflion from Calumboyan Holdings, Inc. LORVI owns & port facility and foreshore
lease in Mabini Batangas,

8. Events after the Reporting Dale

On July 6, 2014, the Company's BOD authorized the conduct of a study to explore the possibllity of
combining the Campany's businasses with that of Lafarge Republfic, inc. {LRi), excluding certain
{deniified LRI a2ssets.

Upon consideration of the. complexities and efficiencies in implementing a combination, on October
27, 2014, the BOD authorized the Company to conslder and negotlate the purchese af LRi's
investments In shares of stock of Lafarge {gan, ine., Lafarge Mindanao, Inc. and Lafarge Republic
Agyregates, Inc,, its Star Tenvinat at the Harbour Centre, Manila and such other specific assets or
contracts as may be idenfified and negofiated hetween the partles under terms and conditions to be
agreed by the parties. The resulls of such nageliation will be submitted to the BOD for its approval,
The BOD alse authorized the Company President and CEQ o represent the Company in tha
negotiatlon, and to do ali things necessary including the appalntment of financial, technical and legal

advisors,
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Interim Disclosures

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

1.

10

1.

12,

Unusual items that materislly affect the Company's consolidated assets, Hablities, equity, net
income or cash flows because of thelr nature, size or incldents.

Changes in estimates of amounts reporied in prior interim periods of the current financial year or
changes in estimates of amounts reported in prior financial years that have a material affect in the

curfent period.

issuances and repurchases of equity securities,

Material changes in contingant fiabiliies or contingent assels since the [ast annual balance sheat
date.

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

Known trends, demands, commitments, events and uncertainties that will resuit In or fikely to
decraase ts liquidity in any material way. The Company does not anticipate having within the
next twelve (123 months any cash flow or liquidity problems nor does it anticipate any default or
breach of any of its existing notes, loans, leases, ather indebtedness or financing arrangements

requiring it to make payments.
Events that will trigger direct or contingent material financlal obfigations to the Company.

Maledal off-balance sheet {ransacfions, arrangements, obligations (direct or contingent), and
other retationships of the Comparny with unconsolidated entilies or other persons created during

the year.
Material commitments for capital expenditures.

Known trends, events or unceitainties that have had or that are reasonahly expecled lo have a
material Favorable impact on net salesfrevenues/income from continuing operations.

Significant elements of Income or kss that did not arise from the Company's continuing
ppsrabions,

Any seasonal aspect that had a material effect on the financial condition or results of operation.
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Material Changes in Balance Shest Accounts

58% increese in Cash and cash equivalents
Mainly dilvan by higher income genecaled for the period.

29% increase In Trade and other receivables-naf
Primarily due fo higher revenues in September 2014 compared with December 2013.

77% increase in Qther current assels .
Mainly atiributable to higher down payments made to supptiers for purchase of raw raaterials and

spare parts.

217% increase in Intangibles
Malnly due ke the acquisition of a new subsidiary, which is a holder of a Fareshore Lease Agreement

with the government, value of which has been recognized ih the books as inlangible assel

17% increase in Deferred fax assets
Primardty due to additional pravision for altowance for doubtful accounts, retirement and olher

aceounts.

10% increase in Trade and otfer payables
Attributable to additionsl accruals of rebates which will be paid in the last quarter of 2014.

292% Increase in Noles payable
Attributable fo the outstanding short-term loan avaited by the Company from banks and other group

company.

100% decrease in Denlvative fiabiliffes
The decrease was due to the favorable movernent in foreign exchange rates.

80% increase in Income tax payabie
Mainly attributable to higher taxable income for 2014 as compared with the same period In 2013,

10% increase In Fetirament benalils Habiiities
Mainly atlributable to highar apcrual of pension cost for 2014,

8% increasa in Provisions
Mainly due to additienal provislons made for site restaration.

6688% increase in Deferred lax labililiss
Mainly attributable to the deferred tax liability recognized from the difference betwean the falr market
value and the book valus of the subsidiary's asset acquired for the period,

177% increase in Other noncurrent liabiities
Primarily due to additional provision for tax asssssments.

7% dacrease in Relained saniings
Malnly due to declaration of dividends as of June 2014,
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Material Changes in income Statement Accounts

13% Increase in Net salas _
Mainly driven by strong market demand

15% lcrease in Cost of sales
Due to higher volume produced and sold as a result of robust demand.

7% increase in oporating expenses
Altributable to higher cost of corporate initiatives,

117% decrease in Nef financlal income
Malnty due to higher financing charges from financial liabilities. However, this was mitigated by

favorable foreign exchange rales resulting to foreign exchange gain,

100% decrease in Expense in NOA
Lewer expense in non-operating assets from third parties for 2014 as compared (o the same patiod of

last year,

103% decrease in Unusual ifems
Due to the gain on sale of investment recognized in 2013 but none for 2014.

11% increase in Pravision for income tex
Mainly due to higher taxable incoms in 2014 as compared to the same period in 2013,
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Holcim Philippines, ing. and Subsidiaries
Schedule of Financial Sountness Indicators

For the Nine (9} Months
Ended Soptembeor 30
Financial KPi Definition 2014 2013
Currentit fquidity ratio
X Current Assels a
Current Ratio Current Liatiiities 106.8% 126.9%
Selvency ratio/Bebt-to-equity ratio
. Net Financial Debt (Asset) o o
Gearing Btockholder's Equity 29% (3.5%)
Asset t ity Ralios
Asset to Equity Ratio/ Total Assels
Equity Multiplier Stockhakler's Equity 149.9% | 191.0%
Interest Rate Coverage Ratlo
Income before Tax 35826.4 ,
}
nierest Rate Coverage Nat Interast times Nit
Profitabiiity Ratios
Return oo Assels Net income 13.6% 14.1%
Average Total Assats ’ )
. Nel Income
Relurn on Equit : <
n By Average Total Equity 18.0% 18.1%
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SIGNATURES

Pursuant to the requiremants of the Seouriies Regulation Code, the lssuer has duly caused
this repart to be signed on its behalf by the undersigned thereunto duly authorized.

HOLCIM PHILIPPINES, INC.

Shitiey §. Glenn A, Agustin
reasurer Head, Group Confroller
Date: October 30, 2014 Date: October 30, 2014
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REPUBLIC OF THE PHILIPPINES )

L - ) S.8.
TAGUIE eIty
SECRETARY'S CERTIFICATE

|, KRISTINE N.L. EVANGELISTA, Filipino, of legal age, with office and postal
address at 7" Floor Two World Square, McKintey Hill, Fort Bonifacio, Taguig City as
Corporate Secretary of UNION CEMENT HOLDINGS CORPORATION (the “Corporation”,
a corporation duly organized and existing under and by virue of the laws of the
Philippines, do hereby cerlify that at the Meeting of the Board of Directors held on the
10" day of December 2014, at which a quorum was present, the resolutions quoted
hereunder were unanimously adopted and approved:

“RESQLVED, that the Board of Directors of Union Cement Holdings Corporation
declare, as it hereby deciares, a cash dividend in the amount of Php2.00 per share fo
alf stockholders of record as of January 15, 2015, Payment date shall not be iater
than February 3, 2018."

The original resolution is in the official custody of the undersigned and it has not been
revised, ravoked or modified as of the date of this cerdification.

IN WITNESS HEREOF, | have hereunto set my hand this _JAN 3 0 201§ 4

__TAGHIf: 1TV, Metro Manila. :

KRESTIer N.L. EVANGELISTA

Corporate Secretary

SUBSCRIBED AND SWORN to me this JAN 8 0 2015 at TAGUIG CITWetro
Manila, affiant exhibited to me her Passport No. EB8978388 issued at DFA-Manila on
August 24, 2013.

Boe. Na.‘*fol ; SORATIR L eRabi:

Page No. ¥ | ; 2% PURS '

Book No. ¥ ; r e %
AN

Series of 2015, VT DECEIHER- SRS
PTR NGO 2015305, 01 082018 BABUI0 OITY

LIFETILAT 186 MO 08008, Gog-Genyg Ghepter
ROLL WO 12538
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a™ Fioor Three Worlld Sgism,
Motintay H, Fort Boralpds, Teaulg Gty



Exhibit 4

Schedule of Pending Material Legal Proceedings
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PENDING MATERIAL LEGAL PROCEEDINGS (Parent)

1. People v. Aurora Aylion
{Norzagaray MTC Branch 01)

Nature: This case for trespassing was filed against Aytlon for entering the Quarry Site No. 2 of
Union Cement Corporation ("UCC™) at Brgy. Matictic, Norzagaray, Bulacan with armed men.
Ayllon was convicted in July 2010 by the MTC. She filed an appeal before the Regional Trial
Court ("RTCT), and in 2013, the RTC affirmed the conviction. Ayflon did not file an appeal and
the RTC issued entry of judgment.

2. UCC v. R.M.R. Baldemor Cargo Mover Co.
(Makati RTC Branch 139 - Civil Case No, 01-722)

Nature: This case involves money claims against a cargo forwarder due to short delivery of
polyslings.

Status: In July 2010, the RTC ordered RMR to pay UCC &1.3Million.

3. Holcim Philippines, Inc. v. Jocelyn Suavillo
{Taguig City Prosecuior's Office — 1S No. XV-16-INV-09H-00730)

Nature: This is a criminal complaint for estafa, falsification and qualified theft filed against a
former employee. The City Prosecutor dismissed the complaint for lack of probable cause.

Status: Holcim's petition for review before the Department of Justice is still pending.

4. Holcim Philippines, Inc. v. Jocelyn Suavillo and Rhona M. Valenzuela
(RTC Makati Branch 133; Mzakati City Prosecutor's Office - IS No, XV-05-INV-09K-

03371)

Nature: This is a criminal case for 75 counts of estafa filed against former employees.

Status: Holcim entered into a compromise agreement with Rhona Valenzuela and Joseph
8an Juan and desisted from further pursuing the cases against them. The Court ordered the
dismissal of the cases against them. The case against Jocelyn Suavillo is archived.

5. Holcim Philippines, Inc. v. Jocelyn Suavillo, Rhona M. Valenzuela and Joseph R. San

Juan
{Makati MTC, Branch 63, Crim. Case No. 363188)

Nature: This is a ¢riminal complaint for estafa filed against former employees,

Status: On September 9, 2013, the Court ordered the dismissal of the case as to Rhona
Valenzuela and Joseph San Juan fellowing a compromise agreement betwsen them and
Holcim. The case is archived as to Jocelyn Suavillo.

6. Holcim Philippines, Inc. v. Jocelyn Suavillo, Rhona M. Valenzuela and Joseph R. San

Juan
(Taguig City Prosecutor's Office - IS No. XV0316-INV-09L-01068)

RTC Taguig Branch 271
Nature: This is a criminal complaint for 4 counts of estafa filed against former employees.

Status: In view of Holcim's compromise agreement with Joseph San Juan and Rhona
Valenzuela, the court provisionally dismissed the case insofar as they are concerned. The
case is archived as to Jocelyn Suavillo.
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7. Holcim Philippines, nc. v. Noel T. Quiambao
(Provincial Prosecutor's Office, San Fernando, La Union)
RTC, San Fernando, La Union and MTC-Bacneotan, La Union}

Nature: These are criminal cases for estafa and falsification of commercial documents filed
against a former employee.

Status: In view of the compromise agreement between Holcirm and Noel Quiambao, Holcim
desisted from further prosecuting and the court dismissed all the cases.

8. Holcim v. Sps. Hermenigildo and Norma de la Cruz, and Sps. Joseph and
Elizabeth Losloso
{RTC Bayombong, Nueva Vizcaya)

Nature: Coliection case for unpaid products.
Status; Trial is on-going.

9. Joseph San Juan v. Holcim Philippines, Inc.flan Thackwray
(NLRC-National Capital Region, NLRC-NCR Case 01-00325-10)

Nature: This is a labor case for illegal dismissal.

Status: In August 2010, the Labar Arbiter dismissed the case. San Juan filed an appeal and
the NLRC (Commission Level) affirmed the Labor Arbiter's Decision. In September 2011,
San Juan filed a Petition before the Court of Appeals to which the company filed a comment.
In a Decision dated December 12, 2014, the Court of Appeals affirmed the dismissal of his

complaint.

10. In the Matter of an Arbitration under the UNCITRAL Rules between 1. PT Asia Pacific
Mining Resources (indonesia), 2. Madison Energy PTE Ltd (Singapore} and Holcim
Philippines, Inc.

Singapore International Arbitration Center

Nature: PT Asia Pacific Mining Resources and Madison Energy PTE Ltd submitted for
arbitration Holcim's canceliation of their coal supply agreement.

Status: The parties submitted their respective statement of claims and statement of defenses.

PENDING MATERIAL LEGAL PROCEEDINGS {Subsidiaries)

14. Petition for the Cancellation/Revocation andfor Termination of Mineral Production
Sharing Agreement No. 108-98-iV issued to Sulu Resources Development Corporation,
Maximo Awayan [Petitioner] '

Mines and Geosciences Bureau, Department of Environment and Natural Resources
(Formerly DENR POA Case No. 2008-2)

Nature: In his Petition (the “Petition for Cancellation”), Maximo Awayan, who claimed to be
the surface owner of a portion of the area covered by Mineral Production Sharing Agreement
No. 108-98 IV dated April 7, 1998 (the “Sulu MPSA") of Sulu Resources Development
Corporation (“Sulu”) (this company was subsequently renamed Holcim Mining and
Development Corporation), prayed for the cancellation of the Sulu MPSA. He principally
claimed that Sulu had failed to complete its exploration activities and to commence
commercial production within the prescribed period and that Sulu had also failed to comply
with the applicable reportorial requirements.
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1.

4,

In an Order dated September 18, 2009, the DENR cancelled the Sulu MPSA. in a second
Order dated November 20, 2009, the DENR denied Sulu's Motion for Reconsideration. Sulu
filed an appeai with the Office of the President. This was denied in March 2010.

Sulu filed a Petition before the Court of Appeals. In August 2011, the Court of Appeals
granied the company's petition, declaring that the MPSA is in full force and effect. In
September 2011, Awayan filed a motion for reconsideration and a supplemental motion for
reconsideration. On February 2, 2012, both motion and supplemental motion were denied by
the Court of Appeals. Awayan thereafter filed a Petition for Review on Certiorari dated March
7, 2012 with the Supreme Court, which was docketed as SC G.R. No. 200474. On June 26,

2012, Sulu filed its Comment.

Status: Awayan’s Petition for Review is still pending resolution by the Supreme Court.

TAX CASES

The Company has a pending tax audit for national income faxes in 2008. The amount of
deficiency taxes is not yet determinable as of December 31, 2014 since these are sfill under
examination by the BIR.

The Company has received a final assessment notice from the Large Taxpayers Service Division
of the BIR for alleged deficiency final withholding faxes covering the taxable year 2010 in the
amount of PhP150,874,124.61, inclusive of penalties and interest. The assessment was issued as
a result of the denial of the Company’s application for tax treaty relief on the sole ground that it
allegedly viclated the prior application requirement prescribed in BIR Revenue Memorandum
Order No. 1-00. The Company filed its protest on July 29, 2013 and submitted additional
supporting documents on September 26, 2013 fo establish full compliance with the prior
application requirement. The Company has also raised the Supreme Court's decision - in
Deutsche Bank AG Manila Branch v. Commissioner of Internal Revenue (G.R. No. 188550,
August 19, 2013) — that those entitied to benefits under tax treaties cannot be deprived of such
benefits for failure to strictly comply with the prior application requirement. Management therefore
believes that the BIR should already cancel the assessment.

On December 2012, the Company received an assessment from the Province of Bulacan
{Butacan) for alieged deficiency real property taxes for its Line 2 machinery and equipment at the
Bulacan Plant for the peried of January 2011 to December 2012. The Company filed an appeal
with the Local Board of Assessment Appeals (LBAA) of Bulacan on January 25, 2013 contesting
Bulacan’s real properly tax assessment. During the pendency of the appeal with the LBAA,
Bulacan and the Municipality of Notzagaray issued additional assessments covering the same
Line 2 machinery and equipment, buildings and landhaoldings of the Company. The additional
assessments covered the period from January 2011 until the 4% quarter of 2014 inclusive of
interest and penalties. These additional assessmenis became the subject of the Company's
supplemental appeals with the LBAA. The Company’'s appeals and supplemental appeals are still
pending with the L BAA,

On December 2(M4, under threat of coercive collection processes, the Company paid a total of
P120 million under protest real property taxes for these Line 2 machinery and equipment,
buildings and landholdings.

On February 2014, the Company received an assessment from the Municipality of Norzagaray
{("Municipality”) for deficiency local business tax on alleged discovered unreported cement sales
from years 2005 to 2011. The Company filed a complaint seeking ta annul the said assessment
with the Regional Trial Court of Malplos Bulacan. The Cempany has pointed out in its complaint
that the Municipality’s right to collect LBT from Holeim for the years 2008 to 2009 has already
prescribed, and that Company which has been paying LBT to Municipality in accordance with
Section 150 of the LGC and two opinions issued by the Bureau of Local Government Finance in
response to Holcim's requests on how its gross receipts should be allocated. The hearing for the
case is still on-going as of December 31, 2014.
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5. HPMC has received a final assessment notice from the BIR last June 2014 for alleged deficiency
income tax, value-added tax, expanded and final withholding tax and documentary stamp tax
covering the taxable year 2008 in the aggregate amount of PhP283,893,110, inclusive of
penalties and interest. HPMC filed the necessary protest letter on July and September 2014
setting forth all the necessary reasons, explanations, reconciliations and submitting additional
documents to explain each item of the assessment. As of December 31, 2014, BIR has not acted

on the protest letter.

6. CACI has received a final assessment notice from the BIR last December 2014 for alleged
deficiency income tax and value-added tax covering the taxable year 2011 in the amount of
PhP2,521,436, inclusive of penalties and interest. CACI filed the necessary protest lefter on
January 2015 indicating the arguments on each item of the assessment.

7. HMDC has a pending tax audit for national taxes in 2012. The amount of deficiency taxes is not yet
determinable as at December 31, 2014 since these are still under examination by the BIR.

8. MGMC has a pending tax audit for national taxes in 2012. The amount of deficiency taxes is not
yet determinable as at December 31, 2014 since these are still under examination by the BIR.

8. ECLI has a pending tax audit for national taxes in 2013. The amount of deficiency taxes is not yet
determinable as at December 31, 2014 since these are still under examination by the BIR.
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SECURITIES AND EXCHANGE COMMISSION
BSEC FORM 17-C
CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2{¢) THEREUNDER

1. January 15. 2014
Date of Report (Date of earliest event reported)

2. SEG identification Number 26126 3. BIR Tax Identification Mo. §80-121-507

4, Holgim Phitippines, Inc.
Exact name of ragistrant as specified in its charter

5, 8. (SEC Use Only)
Province, country or other jurisdiction of Incorporation industry Classification
Codae:

7. % Floor Two Waorld Square, McKinley Hill
Fort Bonifacto, Taguig City 1634
Addrass of principal office Postal Code

8. (832) 4593323

Regisirant's telephone number, Including area code

g, Not ticable
Former name or former address, if changed since [ast report

10. Securities ragistered pursuant to Sections 8 and 12 of the SR or Sections 4 and 8 of the
RSA

Number of Shares of
Title of Each Class Commeon Stgck Outstanding
COMMON 6,452,099, 144

11. Indicate tha item numbers reported herein:  flem § (Other Events)



ftem 8 (Other Events}

Plegse be advised that Mr. Roland Van Winen, a member of the Board of Directors of
Holcim Philippines, Inc., has tendered his resignhation with effect on January 31, 2014, Attached is

a copy of his letter of resignatian.

SIGNATURE

Purstant to the requirements of the Securities Regulation Code, the registrant has duly
catsed this report to be signed on its hehalf by the undersigned hereunto duly authorized.

HOLCINT PHILIFPINES, INC,
Registrant

MA. ALLEN M. ARBIS
Corporate Secretary



January 8, 2014

To the Chalrman and Members
of the Board of Directors of

Holcim Philippines, inc.

7F Two World Square

McKiniey Hill, Tagulg City

Philippines

Gentlemen:

{ wish to inform you that | am resigning as a member of the Board of Directors
of Holcim Philippines, Inc. with effect as of January 31, 2014.

It was a privilege to serve the Company since | joined as COQ and diraector in
2010.

| wish the Company all the best in the future.

Very truly yours,

%’oland va;:( Wiinen
y

Co
Ma. Allen M. Arbis
Corporate Secratary



SECURITIES AND EXCHANGE CONMMISSION
SEC FORM 17-C
CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2{c) THEREUNDER

February 10, 2014
Date of Report {Date of earfiest event reported)
SEC Wentification Number 26126 3, BIR Tax identification Mo. 000-121-507
Holclim Phitippin ne.
Exact name of regisfrant as specified in iis charter

6. SEROMEll  (SEC Use Only)
Province, country or ather jurisdiction of Incorporation ndusiry Classiflcation Cade:
7 Floor Two World Saugre, McKintey Hill
Fort Bonifacio, Taguiy City 1634
Address of principal office Pastal Code
{632) 4583333

Registrant's telephone number, including area code

Not applicable

Farmer narne or former address, if changed since last report

10. Securilies registered pursuant to Secticns 8 and 12 of the SRG or Sections 4 and 8 of the RSA

11

Number of Sharas of
Title of Each Class Common Stock Oulstanding
COMMON 6,452,089,144

Indicate the tem numbers reported herein:  ffem 8 {Qther Evenis)



item 8 {Other Events)

Al the regular mesting of the Board of Directors (the "Board”) of Holcim Phifippines, inc. {the
“Company") held taday, the Board approved the fallowing resolutions:

(a) Posiponement and setting of date of annual stockhclders’ meeting and record date

- the postponement of #s annual stockholders' meeting, which pursuant to its By-laws shauld be
held on the second Thureday of May of each year, to May 16, 2014. The recerd date for the annual
stockholders’ meeting is set on April 16, 2014, The Board delegated to the Corporate Secretary the
responsibility of confirming the agenda, venue and time of the annual sfockholdars' meeting;

{b} Amendment of Sixth Article of the Amended Asticles of Incorporation and Article i, Section 1 of
the Amended By-laws.

- the amendment of the Sixth Article of the Company's Amended Articles of Incorporation and Article
I, Section 1 of the Amended By-faws o reduce the number of Board seals from 10 to 7.

{¢)} Election of Birector

- Mr. Danlel Bach was elected to serve the remainder of the termn of Mr. Roland Van Winen as
member of the Board. Mr. Van Winen resigned from the Board with effect as of January 31, 2014
following his new responsibilities in the Halelm Group.

Mr. Bach was formerly 2 member of the Board and the Company's Senlor Viee President for
Manufacturing in 2007 until his assignment as CEQ of Holcim Romania in 2011. As of January 2014,
he foak on a new role as Holcim's Area Manager far South East Asia. He joined Holcim as @ project
engineer and manager in 1594 and in 1998 moved fo Corporate Business Risk Management. In 2002
he became fechnical director for Holcim Indonesla and was assistant (0 & member of the Holcim
Executive Comrmities in 2004 until he joined the Company. Attached is Mr. Bach's curricuium vitae.

{d} Appointment of external audifor
- the proposal of SyCip Gorres Velayo & Co. as the Company's external auditor for the year 2014.

(&) Approval of Audited Financial Siatements
the Company's Audited Financial Statements for fiscal year 2013, which shall be duly filed with the
Commrssmn together with the SEC Form 17-A report.
SISNATURE

Pursuant to the requirements of the Securlties Regulation Code, the registrant has duly caused this
repofi to be sighed on ifs behalf by the undersigned hereunto duly authorized.

HOLCIM PHILIPPINES, INC,
Registrant

9@% QY s,
MA, ALLEN N, ARBIS
Corporate Secretary & Compliance Officer



REPUBLIC OF THE PHILIPPINES)
TAGUIG CITY )88,

Before me, a notary public in and for the city named above, personally appeared Ma. Allen M.
Arbis, with Passport No. XX4091465 Issued at DFA-Manlla on July 3, 2009, who is personally known
to me to be the same persan who presented the foregoing report and signed the same in my prasence.
and wha took an oath befare me as fo said report. '

Witness my hand and seat this 10" day of February 2014,
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Daniel Bach

Career
1994 Project Engineer and Manager, Helcim Group

1998 Corporate Business Risk Management, Holcim Group

2002 Technical Director, Holoim Indonesia

2004 Assistant, Holoim Executive Committee Member

2007 Senjor Vice President for Manufacturing, Holcim Philippines
2011 CEO, Holcim Romania

2014 Arca Manager for South East Asia, Holeim Group

Edugation

Mechanical Engineering degree
Swiss Federal Institute of Technology (ETH Zurich)

Ph.D. in Technical Sciences
Swiss Pederal Institute of Technology (ETH Zurich)



10.

1.

SECURITIES AND EXCHANGE COMMISS;ION
SEC FORM 17-C
CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(c) THEREUNDER

. March 20, 2014

Date of Report {Date of earliest event reporied)

SEG ldentification Number 28126 3. BIR Tax identifi¢ation No. 000-121.507

Holcim Philippines, Inc,
Exact name of registrant as specified in ils charter

8. [E {SEC Use Oniy)
Province, country or other jurisdiction of ncorporation  Indusiry Classification Gode:

7" Floor Two World Sguare, McKinley Hill

Fert Bonifacio, Taguly Gity _ 1634
Address of principal office ' _ Postal Code
(632) 4533333 .

Reglstrant's tefephone number, including area code

Mot Applicable : .
Former hame or former address, if changed since fast report .

Securities registerad pursuant to Sections 8 and 12 of the SRC or Bections 4 and B of the
RSA : '

Number of Shares of

Title of Each Class Commen Stack Qutstanding

COMMON 6,452, 0&':?9. 144

Ingdicate the item numbers reported herein:  llem 9 (Othef Events)



item 9 {Gther Events)

Fursuant to the delegation by the Board of Directors of Holsim Philippines, Inc. (the
“Cormpany"} to the Corporate Secrstary of the responsibilfity of confirming the agenda, venue and
time of e annual meeting of the stockholders, the undersigned confinns the following detalls of
said annual meefing to be held on May 16, 2014

Date: May 16, 2014, Friday
Time: 10:00 a.m,

Place; Bailroom 2, 2nd Level
Fairmopt Makati
1 Raffles Drive, Makall Avenue
1224 Makati City
Philippinaes

The record date for the annual meeting of the stockholders is set on Apiil 16, 2014,
The following itemns will be included in the agenda for the Annuaf Meeting:

1. Call fo arder

2. Proof of notice and determination of existence of quorum :

3. Approval of the Minutes of the Annual Mseling held on May 23, 2013

4, Approval of the Annual Report and the Audited Financial Statements of the Company as of
5

December 31, 2013
. Approvat and rafification of all acts, contracts, investments and resofutions of the Board of

Directors, Committees and Management since the last. annual maetmg
. Election of the members of the Board of Directors

6
7. Appointment of External Auditor :
8. Approval of Amendment to the Sixth Arlicle of the Amendf.'d Articles of Incorporation (to
8.
1

reduce the number of Board seats fram 10 ta 7)
Other matters
0. Adjournment

Further details on the agenda shall be provided in the Informatron Statement to be distributed to
the stockholders within the period required under the Securities Reguiation Code.

SIGNATURE

Pursuant to the requirernents of the Securities Regulahcn Code, the reglsirant has duly
caused this report to be signed on its behalf by the undersigned héreunto duly authorized,

HOLCIN PHILIPPINES, INC.
- Registrant

62l A ~Bnun
MA. ALLEN M. ARBIS
Corporate Secretary & Compliance Officer
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SECURITIES AND EXCHANGE bﬁmaamw e

AMEIDED 56 FORM 15 ;’"’” 5 E

GURRENT REPORT UNDER $ECTION T
OF THE SECURITIES REGULATION-GEDR
AND SRC RULE 17.2(c} THEREUNDER

1. May 18 2014
Date of Report (Date of earliest event reported)

2. BEC ldentification Number 26126 3. BIR Tax ldentification Na. 000-~-121-507-000

4, Holeim Philinpines. Inc.
Exact namie of issuer as specified in its charter

5. Philippines B. = (SEC Use Only)
Province, counfry or other jurisdiction of Indusw Class:t“ cation Code:

incorporation

7. 7th Floor Two World Sguare, MeKintey Hil Bonifagio, Taguig C 1634
Address of principal office Postal Cede

4. 4593333

1ssuaer's telephone number, including area code

9.

Farmer name or former address, if changed since last report

10, Securities registerad pursuant to Sections 8 and 12 of the SRC or Sections 4 and 8 of the RSA

Title of Each Class Number of Shares of Comman Stock
Outstanding and Amount of Debt Dutstanding
Common Shares 8,452 089,144
11. Indicate the itemn numbers reporied herein: ftam 8. Other Evenls
SEC Form 17-C 1

December 2003




ftem 9. Othar Events

I. Regular Meeting of the Board of Directors

At the Regular Meating of the Board of Directors {the ‘Boand") af Holeim Pmlfppines nc. (the
“Company”) held today, May 16, 2014, at Sampiro Room, 2nd Leve!, Fairmont Makati, 1 Rafflas
Drive, Makali Avenue, 1224 Makat Gity, Matro Manfla ("Fairmont Makati"), the Board approved the
dectaration of a cash dividend in the amount of Phpd.70 per sharae to all steckholders of record ag of

June 13, 2014. Paymsnt date wﬂ! naot be later than July 9, 2014,

It Annual Stockholders Mesting

The following mattars were taken up at the Annual Stockhalders Méeting of the Company held today,

May 16, 2014, at Ballroom 2, 2nd Level, Fairmont Makati, at 10:00 am;

1.
2.

Approval of the Minutes of the Annual Meeting held on May 23, 2013; |

Approval of the Annual Report and the Audited Financial Statements of the
Company as of Deoembera'l 2013; .

Approvatl and ratification of afl act,s, conlratis, proceadings, Investments and
resolutions of the Board of Directars, Board Commmees, Gorpora!e Ofﬁcets and
Management since the last annual meeting, .

Etection of the following as members of the Board of Directars for the year 2014
and unt thelr successars shall have been-duly elected and qualliied;

a) Ramon R. Del Rasasio, Jr.

b} lan 5. Thackwray

¢} Tomas | Alcantara

d) Eduarda A, Sahagun

¢) DPanief N. Bach .

) Yasuo Kitamoto (independent)
g) Simeon V. Marcalo (Independent)

Approval of the appointment of SyCip Gorres Velayo & Co. as External Auditor of
the Company for the year 2014, '

Approval of the Amendment to the Sixth Arlicle of the Company’s Amended
Articles of Incorporation and ta Article I, Section 1 of the Company’s Amended
By Laws (to reduce the number of Board aeats from 10 fo 7}, ‘The approval of the
amendment is subject to the appmval of the Secmiﬂes and Exchange

Commission,

I, Organizational Meegting of the Board of Dk'ectors

At the Omganizationat Meeting of the Board held today, May 16 2014, at $amp|ro Reorm, Fafrmont
Makati, the foltlowing officers were elected to serve for the year 2314 uniit thetr sticcessors shall have

been duly e!ected and qualified: .

Posltion = ° Name
Chalrman = Ramon R del Rosaria, Jr.
Vice Chalrman - ans.
President & Chief Executive Officer - Eduardo A Sahagun
Senlar Vice President ~ Manifacturing .- Andme Caluori
Vice President - Operations (Bulacan Plant) - Federico V, Santiago
Vice Prasident - Operations (Davao Plant) - Zita D. Balogo
Vice President - Operations (Lugait Plant) - Bobby R Garza

« Andrew M. White

Vice Pregident - Operations (La Unien Plant)

8EG Fom 17-C 2.
December 2003 L .
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Vice President - Cormmerclal
Vice President - Supply Chain .

- Viea President - Geocyele

Vice President - Human Resources
Viee President - Corporate Communisations

Vica President - Corporate Oocupational Health 8 Safely
Vice President - Legal Affalrs / Carporate Sacretary /

Compiiance Officer

Treasurer
Assistant Corporate Secretary

Williatn C. Sumalineg
Saskia Groendn't-Woud
Emesto C. Paredes

 Aracell E. Gonzales
Nerissa V, Ranquifio
Camnela Dolores S. Cafimbas.
Kristine N. L. Evangelista

L A

- Shirley 8. Ga.
- JanCeline A. Ranada

in the same meeting, the following members of the Committees of the Board were also elected:

Evecutive Commiitee
1) 1an 8, Thackwray ) - Chairnan
2} Ramon R. def Rosario, Jr. - Member
3} Paniel N. Bach : - Membar
4} Eduardo A Sahagun - Mamber
Audit Committee
1} Simeon V. Marcela (!ndepandent} - Chairman
2y Ramon R. del Rosario, Jr. - Member
3) Daniel N. Bach i - Member
4) Yasuo Kitamolo {tndependent) - Member
Nomination Committes
1} Tomas i Aleantara - Chairman
2) Yasuo Kitamoto (In&ependent) - Member
3} lan S. Thackwray : i - Member
Compensafion Commmittes | . :
1} Danie! N. Bach - Chairman
2) Tomasi Alcantara - Member
3) Simeon V., Marcelo (Independent} . Member
_SIGNATURES

Pursuanf fo the requirements of the Secunﬂes Regutation (:ode the issuer has duly caused this
reporl {o be signed on ils behall by the underslgned hereunto duly authanzed

Holelm Fhlhpplnes. fne. . -
fssuar _ w2

Mﬁ
stine AL, Evangel

Carporate Secretary

S8EC Fom 17-C
December 2003

May 16, 2014
Dats




SECURITIES AND EXCHANGE COMMISSION/.
SEC FORM 17-C
CURRENT REPORT UNDER SECTIGN 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2{c} THEREUNDER

1. duly 8, 2014

Date of Report {Dale of earliest evant reported)
2. SEC Identification Number 28128 3. BIR Tax identification No. $00-121-507-000

4, Holcim Philippines, Ing.
Exact name of issuer as spacified in its charter

5. Philippines 8, (SEC Use Only)

Province, country or other jurisdiction of '!ndustry.C!assiﬁcation Code:
incorporation
7. 7th Floor Two World Square, McKinley Hill, Fort Bonifacio, Taqulg City 1634
Address of principaf office ' Peostal Code
8. (632) 459333

Issuer's telephone number, including area cade

9. Not applicable
Former name or former address, if changed since 1ast report

10. Securities registered pursuant to Sections 8 and 12 of the SRC or Sections 4 and 8 of the RSA

Title of £ach Class Number of Shares of Common Stock
Quistanding and Amount of Debt Outstanding

Common Shares 6,452,0689,144

11. Indicate the itern nurmbers reporied herein: fem 8. Other Events
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December 2003



Itert 9. Other Events

At the Special Meeling of the Board held on July 6, 2014, at Meetfing Room #1, Business Center of
the Makati Shangri-La, Ayala Avenue, Makati City, the Board autharized the Company to explore,
study and consider the combination of the businesses ("Combination"} of the Company with those of
Lafarge Republic, ne. ("LRI") in order to avail iself of the resutting synergies and apportunities, and in
the course of such study, delermine. opfimal structures fo implement sush Combnation,

It ts contemplated that LRI's two plants in Norzagaray, Bulacan and LRI's plant in liigan owned by
LRP's subsidiary, Lafarge lligan, Inc., together with thelr related assets, will be excluded from such

Comblination.

The Board authorized Mr. Eduardo A. Sahagun, President and CEQ, to undertake the study of such
Combination and the appointment of financial, legal and technical experts as he may deem
necessary. ;

SHGNATURE

Pursuant to the requiremenis of the Securities Regulation Code, the issuer has duly caused this
repart {a be signed on its behaif by the undersigned hersunto duly authorzed.

Holecim Phitippines, Inc. . July 6, 2014
Issuer Date
Kristi% N.L. E\fang:j:sta :
Corporate Secratary
8EC Form 17-C 2

December 2003



SECURITIES AND EXCHANGE COMMISSION
8EC FORM 17-C

CURRENT REPORT UNDER SECTION 17
OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(c}) THEREUNDER

1. September 15, 2014
Date of Report {Date of earliest event repotied)

2. SEC ldentification Number 26128 3. BIR Tax Ideniification No. 000-121-507-004

4. Holeim Philippines, |ne.

Exacl name of issuer as specified in its charter

5. Philippines 8 {(SEC Use Only)

Province, country or othar jurisdiction of . industry Classification Code:
hcorporation

7. 7th Floor Two World Square, McKinley Hiff, Fort Bonlfacio, Tanuig Cliy 1634
Address of principal office Pastal Cod

8. 2 4583333
issuar's felephone numbey, including area code

9. Not icable
Former namea or former address, If changed since last report

10. Securilies registered pursuant to Sections 8 and 12 of the SRC or Seclions 4 and 8 of the RSA

Title of Each Class Mumber of Shares of Common Stock
Chtstanding and Amount of Debt Outstanding

Cammon Shares 6,452,088, 144

11. Indicate the ifem numbers reported hereln; ltem 9. Other Events

SEC Form 17-C 4
Decamber 2003



ltem 9. Other Evehis

Please be advised Mr. Ramon R. Del Rosarin has tepderad his resignation as chairman and member
of the board of directars and member of the Audit Committee of the Company and the members of the
noard of directors of the Company have accepted such resignation.

Nr. Tomas |, Alcantara has been nominated by the board io serve as chalrman for the unexpired
portion #r. Det Rosaria’s term,

SIGNATURE

Pursuant to the requirements of the Secusities Regulation Code, the issuer has duly caused this
repott to he signed on its behalf by the undersigned heraunto duly authorized.

Holcim Philippines, inc. September 10, 2014
Issuer Date
Krlsti% N.L. Evangdifsta
Comorate Secratary
S8EC Form 17-C 2

December 2003
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-C
CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2{c) THEREUNDER

1. Qclober 9, 2014
Date of Report (Date of earfiest event reported)

2. SEC ldentification Number 26128 3. BIR Tax ldentification No. 000-121-507-000

4. Holcim Philippines, Inc,

Exact name of issuer as specified in its charter

5. Philippines 13 {(SEC Use Only)

Province, country or other jurisdiction of Industry Classification Code:
Incorporation

7. Tih r Two World Square, McKintey Hill, Eort Bonifacio, Tagui 1634
Address of principal office Postal Code

8. (632} 4593333 :

Issuet's telephone number, including area cod

9. Not applicable

Former name or former address, if changed since last report

10. Securities registered pursuant to Sections 8 and 12 of the SRC or Sections 4 and 8 of the RSA

Title of Each Class Number of Shares of Common Stock
Outstanding and Amount of Debt Outstanding
Common Shares 6,452,099,144
11, lndicate the item numbers reported herein: ftem 8. Other Events
V.4
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ttem 4. Other Events

Please be advised that the Securities and Exchange Commission {*SEC"} approved on Octaber 9,
2014 the amendment of the Arlicles of Incorporation and By-Laws of Holcim Phillppines, ine.
{*Company") reducing the number of directors of the Company from ten to seven.

Attached are copies of the amended Articles of Incorporation and By-Laws approved by the SEC.

SIGNATURE

Pursuant to the requirements of the Securities Regulation Code, the Issuer has duly caused this
repoft to be signed on its behalf by the undersigned hereunta duly authorized.

Holcim Philippines, inc. QOctober 10, 2014
issuer Date

<

Kristind N.L. Evangdista
Corporate Secratary

8EC Form 17-C 2
Dacember 2003
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= CERTIFICATE OF FILING
= oF =
I AMENDED ARTICLES OF INCORPORATION vl
e KNOW ALL PERSONS BY THESE PRESENTS: 2
e This is to certify that the amended articles of incorporation of the T2
= HOLCIM PHILIPPINES, INC. 5
TS [Amending Article VI thereof.] oo
§E’E§ copy annexed, adopted on February 10, 2014 by majority vote of the Board of ‘;::E:,:
patie: Directors and on May 16, 2014 by the vote of the stockholders owning or o
:ELEE representing at least two-thirds of the ouistanding capital stock, and certified i
AT under oath by the Corporate Secretary and 2 majdrity of the Board of Directors of s
T2 the corporation was approved by the Commission on this date pumuant to the g
e provision of Section 16 of the Corporation Code of the Philippines, Batas i
SR Pambansa Blg. 68, approved on May 1, 1950 and copies thereof are filed with the e
i Commission, =22
§E§§ Unless this corporation obtains or already has obtained the appropriate :§E§
i Secondary License from this Commission, this Certificate does not authorize it to T2 ivT
g undertalce busiuess activities requiring a Secondary License from this Commission S
R such as, but not Iimited to acting as: broker or dealer in securities, government o
E;E;E securities eligible dealer (GSED), investment adviser of an investment company, 2N R
s close-end or open-end investment company, investment house, transfer agent, e
T commodity/financial futures exchange/brokerfmerchant, financing company and i
S time shares/club shares/membership certificates lssuers or selling agents thereof. wa
oo Neither does this Certificate constitate as permit to undertake activities for which o
e other government agencles require a license or permit. s
S o
M IN WITNESS WHEREOF, 1 have set my hand and caused the seal of this b
et Commission to d to this Certificate at Mandaluyeng City, Metro Manila, 7o
ey Philippines, this day of October, Twenty Fourteen. bty
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S Company Registration and Monitoting Department =
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' AMENDED ARTICLES OF INCORPORATION °

- HOLCIM PHILIPPINES, INC, '
(Formerly tIn!pn Cement Corporation)

KNOW ALL MEN BYTH%E?RESHN‘B

That we, all of legal age, majorily af whom are dﬂzms and resléexus of the Republic
of the Philippines, have this day voluntarily associated ourseives together for the purpose of

formhzgamrpomﬂmnnderﬂ\e!awsnfthekepublicofﬁeﬁtﬂipphes

FIRST - 'I‘hat&_e‘ﬁaﬁzeofaai_dmipmﬁmshan‘he:. L

. -HOLCIM PHILIPPINES, INC.
(As amended on Septenber 3, 2004 by He Board of Directors and -
B onNmmherI&‘ mwsmmmm) . L

SECOND - Thatﬁwpurpmefwwhwhthecotpomﬁmisfomdm I

l’rimaryl’urpose

. %m@h&ehﬁmdmﬂ%p@uﬁmmﬂm&mﬂﬁhgwﬁeﬂ\u
domestically or for export, of cement, cement products and by-products, including its
derivatives, and any and afl kinds of minerals and building materials. (As_mndedeardz '
31, 2011 by the Bmﬂofmmdoua@yﬂ,zall byt!m.‘.i‘hmlm!ders) ’

Secondary Purposes

' .1 . ‘Toengagein the business of purchasing, developing selling, exchanging and
holding for investment or otherwise, real estate of all kinds; (Asmndedemm&SI,ZﬂII

by the Boand of Directors and on Moy 12, 2011 by the Sharecholders) -

2 Handling,taeatmenbﬁmrmaldes&ucﬁomuﬁﬂmﬂommﬂd[sposalmmd,

muecyded,uncumpmtadmmﬂdp&bwmedimLhuaﬂm, and infectious
h the use of environmentally-sound and safe non-burn techmologies; (As

amemfadon February 5,2009 by the Boan of Diectors and o My 21, 2009 by the Stareholers)

N Toiocaﬁe,lease pmchase,mdoﬂierwiaeacane,sel!,&change,mtgaga ‘
mdoﬂwrdispoaeofndxﬁagdabmmdcommmmingm fimestone, marble,
granite and other minerals and to undertake all such work for the developthent and
exploitation of any and all raw materials ﬂmtmaybemqmtedornmryfor&m

attatnment of the objectshereinsmted,




'___ , - T e
. - " ..u" e, b R

; jl‘.’:fe ﬁﬁtt's, power, privileges, fmndﬁses andmceasiomneededfm its operations;

5. To acquire, ctmstruct, mafntain and opetate mills factorles, kilns, works

: machinery, appliances, and warehouses which may be used in the manufacture, production

- and merchandising of cement, cemmtproducis, and byhproducts, and all other kinds classes
of buﬂdmg mtedals, : . )

6. Tobuy,manufactm'e,repak altezandexd-mngg,ietorhne,impart,apmg,
sell at wholesale and dealinmdwithkkndsofarﬂdesandﬂﬂngswhichmybeacqmdfcr

’ Athebusinessof&tecoxpomﬁm
7. Asprindpaloragent,macquimbypmnhmcrcﬂmrwisemhuld,mkem )

Iease,mhange,nwﬂgnge,le;ndbmdhpnseo&mymdaﬂr&lmdpcmmlpmputy
" tights and privileges, suitable or convenlent for any of the purposes or business of the
corporation and to acquire by purchase or otherwise, own, hold, take or lease, mortgage, scll

moﬁmwmedhpmeoﬂuec;mns&ucbnwk&dm,ﬂdug&immmdddwm_

towerd the construction, acquisition or improvement of any factory, shop, storehouse,
building, manufacturing and commercial esiablishment, and any other structure of every

4 To secure from govemmemn!, rcvhda!,numlelpaloroﬂaerauﬁwﬁty,.

chamcher including all equipment, fixtures, machinery, implemmtaandsuppﬂesnmsary e
tion;

mhddmh!m,mmmmdwi&\myofﬂwpmpwesmmuf € corporal
8 Tohmmmmhmmmammwmymmymaﬂof

i&opmﬁmmdhusinmwiﬂ:mtmymaﬁhﬁmsmpt&mimpomdbthmﬁopm -

~ 6r amount including the right to hold, purchase, or otherwise' deal in and with real and
persmalpmpextyanywharewﬂxhorm&wutﬁmﬂﬂkpphes .

_ 9. To apply for, or join in applying for, purchase or otherwise acquire, sell,
exdmtge,nﬁignoroﬂmwisedisposeof and ‘protect, prolong, extend and renew any

patent, patent rights, inventions, improvements, processes, licenses, trademiatks, trade
names, business names, marks or designs, protections end concessions used in eonnections *

with or secured under letter patents of the Philippines and other countres, and to use and
mmw&,mdwmmmmmm«pﬂvﬂegmwm into

obligations and contracts, agreements and cooperative relations not contrary to law, in
-.'resgedofﬁzemw,ui&mypmumtmﬂjudidabgnmmmmmm

10, Tomake accept,indome,gumnﬁee,mtq,mdissuepmmimynotes,

!ﬂlsofe:dm\ge bonds, debentures and other obligations from time, for the purchase of
- property or for any purpose fn or about the business of the corporation insofar as the same is

nnde:ﬂlePhiﬁppthorponﬁmIawandaﬂwrhws,mdwm&e

' pa;mm&ofmysudmbﬁgaﬂmbymmtgage,phdg&deedofmmtarm

1L Topu:dmse,acquh'e,hold,pledge,seuanddmpﬂseofﬁteskamofm
bonds and other evidence of indebtedness and other obligations of any corporation,
. domestic or foreign, and to possess and exercise in respect to such stock of other corporation
_ thus acquired, all rights, powers sod privileges, of&tdlvidualmsorhaldmﬁwﬂmf,md
' _taexemheanyandaﬂvoﬂngpowemk\ddmtmﬁmowrmﬂdpthmof, b

12, Topmmmmhmpmmmemmmpm'

“of the shares of stock, bonds or other obligations of the corporation in such manner and

2. -
3o v;g\:'_







