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�,Q�7KRXVDQGV��([FHSW�3HU�6KDUH�'DWD��
�

�
� � 4XDUWHU�(QGHG� 6L[�����0RQWKV�(QGHG�
�� � $SU�-XQ������ $SU�-XQ������ -DQ�-XQ������ -DQ�-XQ������
� � � � � �

1HW�6DOHV� � 3 ���������� 3 ���������� 3 ����������� 3 �����������
&RVW�RI�VDOHV� � ���������� ���������� ���������� �����������
*URVV�3URILW� � �������� ���������� ���������� ����������
2SHUDWLQJ�H[SHQVHV� � �������� �������� �������� ��������
2SHUDWLQJ�(%,7'$� � �������� ���������� ���������� ����������
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� � �������� �������� �������� ��������
3URILW�IURP�2SHUDWLRQV� � ������� �������� �������� ����������
2WKHU�LQFRPH��H[SHQVHV�� � � � � �
1HW�ILQDQFLDO�H[SHQVH� � ���������� ��������� ���������� ����������
2WKHU�LQFRPH��H[SHQVH����QHW� � ��������� ������� ������ �������

��7RWDO� � ���������� ��������� ���������� ����������
3URILW��ORVV��EHIRUH�,QFRPH�7D[� � ���������� �������� �������� ����������
3URYLVLRQ�IRU�LQFRPH�WD[� � � � � �
&XUUHQW�� � ��������� �������� �������� ��������
'HIHUUHG� � �������� ��������� ��������� ����������

� � ��������� �������� �������� ��������
3URILW��ORVV��IRU�WKH�3HULRG� � ��������� �������� �������� ����������
1RQFRQWUROOLQJ�LQWHUHVW� � ������ ������ ������ ������
3URILW��ORVV��IRU�WKH�SHULRG�

DWWULEXWDEOH�WR�(TXLW\�KROGHUV�
RI�WKH�3DUHQW�&RPSDQ\� � �3 �������� 3 �������� 3 �������� 3 ����������

�
%DVLF�'LOXWHG�(DUQLQJV��/RVV����
����3HU�6KDUH��(36��

� �
�

�

&RPSXWDWLRQ�RI�(36�� � � � �
�D���3URILW��ORVV��IRU�WKH�SHULRG�
DWWULEXWDEOH�WR�(TXLW\�KROGHUV�RI�
WKH�SDUHQW�FRPSDQ\� ��3 �������� 3 �������� 3 �������� 3 ����������
�E���&RPPRQ�VKDUHV�LVVXHG�DQG�
RXWVWDQGLQJ� ���������� ���������� ���������� ����������
(36�>�D���E�@� �3 ������� 3 ������ 3 ������ 3 ������
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)RU�WKH�TXDUWHUV�HQGHG�-XQH����������DQG������
�,Q�7KRXVDQGV��

�
�

� 4XDUWHU�(QGHG� 6L[�����0RQWKV�(QGHG�
�� $SU�-XQ������ $SU�-XQ������ -DQ�-XQ������ -DQ�-XQ������
� � � � �

3URILW��/RVV��IRU�WKH�3HULRG� �3 �������� 3 �������� 3 �������� 3 ����������
� � � � �
2WKHU�&RPSUHKHQVLYH�/RVV� ±� �������� ±� ����������
7RWDO�&RPSUHKHQVLYH�,QFRPH�
�ORVV�� �3 �������� 3 �������� 3 �������� 3 ��������
� � � � �

$WWULEXWDEOH�WR�� � � � �
(TXLW\�KROGHUV�RI�3DUHQW�
&RPSDQ\� ��������� �������� �������� ��������

1RQFRQWUROOLQJ�LQWHUHVW� ������ ���� ������ ��������
7RWDO�&RPSUHKHQVLYH�,QFRPH�
�ORVV�� ��3 �������� 3 �������� �3 �������� 3 ��������

�
� �
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)RU�WKH�VL[�����PRQWKV�HQGHG�-XQH����������DQG������
�,Q�7KRXVDQGV��

�
�
�

�
�� -DQ�-XQ������ -DQ�-XQ������
&DSLWDO�6WRFN� � �
&RPPRQ�6WRFN� � �
��%DODQFH�DW�EHJLQQLQJ�RI�SHULRG� 3 ���������� 3 ����������
��,VVXDQFHV��5HWLUHPHQW�� �� ��
��%DODQFH�DW�HQG�RI�SHULRG� ���������� ����������
� � �
$GGLWLRQDO�3DLG�LQ�&DSLWDO� � �
��%DODQFH�DW�EHJLQQLQJ�RI�SHULRG� ���������� ����������
��,VVXDQFHV��5HWLUHPHQW�� �� ��
��%DODQFH�DW�HQG�RI�SHULRG� ���������� ����������
� � �
2WKHU�FRPSUHKHQVLYH�LQFRPH� ���������� ����������
�
2WKHU�UHVHUYHV� ������ ����
� � �
5HWDLQHG�(DUQLQJV� � �
��%DODQFH�DW�EHJLQQLQJ�RI�SHULRG� ����������� ����������
��3URILW�IRU�WKH�3HULRG� �������� ����������
��%DODQFH�DW�HQG�RI�SHULRG� ����������� ����������
� � �
1RQFRQWUROOLQJ�,QWHUHVW� ������� �������
�� ଑����������� ଑�����������
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&2162/,'$7('�67$7(0(176�2)�&$6+�)/2:6�
)RU�WKH�VL[�����PRQWKV�HQGHG�-XQH����������DQG������

�,Q�7KRXVDQGV���
�
�

� �
�� -DQ�-XQ������ -DQ�-XQ������
� � �
2SHUDWLQJ�$FWLYLWLHV� � �
����3URILW�EHIRUH�,QFRPH�7D[� 3 �������� 3 ����������
����$GMXVWPHQWV�WR�UHFRQFLOH�SURILW�WR�FDVK�� � �
�������'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� �������� ��������
�������2WKHU�LWHPV��QHW�� ���������� ����������
�������&KDQJHV�LQ�FXUUHQW�DVVHWV�DQG�OLDELOLWLHV� ���������� ������������
����&DVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV� ���������� ��������
� � �
,QYHVWLQJ�$FWLYLWLHV� � �
����$GGLWLRQV�WR�SODQW��SURSHUW\�DQG�HTXLSPHQW� ���������� �������������
����'HFUHDVH��LQFUHDVH��LQ�RWKHU�LQYHVWLQJ�DFWLYLWLHV� ������ ����������
����&DVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV� ���������� ������������
� � �
)LQDQFLQJ�$FWLYLWLHV� � �
����3D\PHQW�RI�VKRUW�WHUP�ORDQV� ������������ ������������
����3URFHHGV�IURP�VKRUW�WHUP�ORDQ� ������������ ±��
����5HSD\PHQW�RI�ORQJ�WHUP�OHDVHV� ���������� ����������
6KRUW�WHUP�ILQDQFLDO�UHFHLYDEOH�UHSDLG�E\�D��
UHODWHG�SDUW\� ������� ±�

����,QFUHDVH�LQ�VKRUW�WHUP�ILQDQFLDO�UHFHLYDEOHV� ��������� ���������
����&DVK�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV� ������������ ������������
1HW�GHFUHDVH�LQ�FDVK�DQG�FDVK�HTXLYDOHQWV� ��������� ������������
&DVK�DQG�FDVK�HTXLYDOHQWV��EHJLQQLQJ� ���������� ����������
(IIHFW�RI�H[FKDQJH�UDWH�FKDQJHV�RQ�FDVK�DQG�FDVK�

HTXLYDOHQWV� �������� ��������
&DVK�DQG�FDVK�HTXLYDOHQWV��HQG� 3 ���������� 3 ��������
� � �
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,WHP����0DQDJHPHQW
V�'LVFXVVLRQ�DQG�$QDO\VLV�RI�)LQDQFLDO�&RQGLWLRQ�DQG�5HVXOWV�RI�
2SHUDWLRQV�

�
5HVXOWV�RI�2SHUDWLRQV�

� �
7KH�*URXS�SRVWHG�QHW�VDOHV�RI�3 �����ELOOLRQ��ORZHU�E\�����FRPSDUHG�WR�3 �����ELOOLRQ�UHSRUWHG�LQ�WKH�
VDPH�SHULRG� ODVW� \HDU�ERWK� IURP� ORZHU�YROXPH�DQG�SULFH��9ROXPH�DV�RI�-XQH������ZDV�DIIHFWHG�E\�
ORFNGRZQ�LPSOHPHQWHG�E\�WKH�JRYHUQPHQW�VWDUWLQJ�IURP�VHFRQG�KDOI�RI�0DUFK�XQWLO�HQG�RI�0D\���7KHUH�
ZDV�VHPEODQFH�RI�UHFRYHU\�LQ�-XQH��9HU\�OLPLWHG�GHOLYHULHV�WR�9LVD\DV�DQG�1RUWK�0LQGDQDR�FRQWLQXHG�
DV�/XJDLW�3ODQW�ZDV�DEOH�WR�RSHUDWH�EXW�URDG�FORVXUHV�DQG�SRUW�VKXW�GRZQV�IURP�ORFDOL]HG�TXDUDQWLQH�
KDPSHUHG�PRYHPHQW�RI�ODERU�DQG�ORJLVWLFV���$OO�WKH�YDULRXV�TXDUDQWLQH�PHDVXUHV�DURXQG�WKH�FRXQWU\�
GUDPDWLFDOO\�VORZHG�GRZQ�FRQVWUXFWLRQ�DFWLYLW\��<HDU�WR�GDWH�SULFHV�ZHUH�DOVR�DIIHFWHG�E\�WKH�VKLIW�WR�
SLFN�XS�DQG�FDVK�VDOHV�FRXSOHG�ZLWK�GRZQZDUG�SULFLQJ�DFWLRQV�LQ�UHVSRQVH�WR�FRPSHWLWLRQ���
�
7KH�*URXS�UHSRUWHG�WRWDO�(%,7'$�RI�3 ����ELOOLRQ��ORZHU�E\�����DV�FRPSDUHG�WR�3 ����ELOOLRQ�UHSRUWHG�
GXULQJ� WKH�VDPH�SHULRG� ODVW� \HDU��8QIDYRUDEOH�GHFUHDVH�ZDV�PDLQO\�DWWULEXWDEOH� WR� ORZHU� UHYHQXHV��
&RVW�RI�JRRGV�VROG�ZDV� ORZHU�GULYHQ�E\� ORZHU� IL[HG�FRVW�DQG�PDMRU� LQSXW�DQG�GLVWULEXWLRQ�FRVWV�IURP�
DJJUHVVLYH�FRVW�UHGXFWLRQ�LQLWLDWLYHV�FRXSOHG�ZLWK�ORZHU�YROXPH�VROG��6XSSRUW�SURFHVV�FRVWV�ZHUH�DOVR�
ORZHU�IURP�DEVHQFH�RU�GHIHUUDO�RI�FRVWV�GXH�WR�ORFNGRZQ��7KH�*URXS�PDQDJHG�WR�LQFXU�ORZHU�ILQDQFLDO�
H[SHQVHV�UHODWHG�WR�LWV�VKRUW�WHUP�ORDQV�DQG�OHDVH�OLDELOLWLHV��1HW�LQFRPH�DIWHU�WD[�VWRRG�DW�3 ����PLOOLRQ�
JLYLQJ�HDUQLQJV�SHU�VKDUH�RI�3 ������

)LQDQFLDO�3RVLWLRQ�
�
7KH�*URXS¶V�ILQDQFLDO�SRVLWLRQ�KDV�UHPDLQHG�KHDOWK\�ZLWK�VWDEOH�FDVK�SRVLWLRQ��+RZHYHU��WKH�UHWXUQ�RQ�
DVVHWV�GHFOLQHG�WR������DV�RI�-XQH����������ZKLFK�LV�����ORZHU�IURP�WKH�HQG�RI������SULPDULO\�IURP�
ORZHU�LQFRPH�JHQHUDWHG�GXULQJ�WKH�SHULRG��7RWDO�DVVHWV�VWRRG�DW�3 �����ELOOLRQ�DV�RI�-XQH��������������
ORZHU�IURP�HQG�RI�������
�

&DVK�)ORZ�*HQHUDWLRQ�
��

7KH�*URXS¶V�FDVK�UHTXLUHPHQWV�ZHUH�PDLQO\�VRXUFHG�WKURXJK�FDVK�IURP�RSHUDWLQJ�DFWLYLWLHV�DQG�VKRUW�
WHUP�ILQDQFLQJ� OLDELOLWLHV� IURP�WKLUG�SDUWLHV�� �$V�RI�-XQH�����������DOO� WKLUG�SDUW\� ORDQ�SD\DEOHV� LQ� WKH�
ILUVW�KDOI�RI�WKH�\HDU�ZHUH�SDLG�LQ�IXOO�LQFOXGLQJ�VHWWOHPHQW�RI�DQ�RXWVWDQGLQJ�ORDQ�IURP�D�UHODWHG�SDUW\��
3OHDVH�UHIHU�WR�WKH�DWWDFKHG�VWDWHPHQW�RI�FDVK�IORZ�IRU�GHWDLOV���
� �
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�
.H\�3HUIRUPDQFH�,QGLFDWRUV�

�
7KH�FRPSDUDWLYH�ILQDQFLDO�.3,¶V�RI�WKH�*URXS�IRU�WKH�SHULRGV�HQGHG�-XQH����������DQG������ZHUH�DV�
IROORZV��
� � � �

)LQDQFLDO�.3,� 'HILQLWLRQ�

)RU�WKH�SHULRG�
HQGHG�-XQH����

����� �����
3URILWDELOLW\� �� �� ��

��5HWXUQ�RQ�(TXLW\��52(��
1HW�,QFRPH�

����� �����$YH��7RWDO�6KDUHKROGHUV
�
(TXLW\�

� � � �

5HWXUQ�RQ�$VVHW��52$�� 1HW�,QFRPH� ����� �����
$YHUDJH�7RWDO�$VVHWV�

� � � �
(IILFLHQF\� �� � �

(%,7'$�0DUJLQ� 2SHUDWLQJ�(%,7'$� ������ ������
1HW�6DOHV�

�� �� � �
/LTXLGLW\� �� � �

���*HDULQJ� 1HW�)LQDQFLDO�'HEW��$VVHW�� ������� ������
6WRFNKROGHUV
�(TXLW\�

�� �� � �

(%,7'$�1HW�,QWHUHVW�&RYHU� 2SHUDWLQJ�(%,7'$� ����WLPHV� �����WLPHV�
1HW�,QWHUHVW��

�
3URILWDELOLW\�DQG�(IILFLHQF\�
�
3URILWDELOLW\� LQGLFDWRUV� KDYH� GHFUHDVHG� DV� FRPSDUHG� WR� WKH� VDPH� SHULRG� RI� ODVW� \HDU� GXH� WR� ORZHU�
LQFRPH�DQG�KLJKHU�HTXLW\�ZKLOH�HIILFLHQF\�LQGLFDWRUV�ZHUH�ORZHU�WKDQ�WKH�VDPH�SHULRG�ODVW�\HDU�GXH�WR�
ORZHU�LQFRPH�JHQHUDWHG�IURP�RSHUDWLRQV���
�
/LTXLGLW\�
�
7KH�*URXS¶V�OLTXLGLW\�SRVLWLRQ�UHPDLQ�VWURQJ�HYLGHQFHG�E\�KLJKHU�FDVK�EDODQFH��
�
�
� �
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1RWHV�WR�)LQDQFLDO�6WDWHPHQWV�
�

��� 6XPPDU\�RI�6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV�
�

7KHVH� FRQGHQVHG� FRQVROLGDWHG� LQWHULP� ILQDQFLDO� VWDWHPHQWV� KDYH�EHHQ�SUHSDUHG� LQ� DFFRUGDQFH�
ZLWK�3$6����,QWHULP�)LQDQFLDO�5HSRUWLQJ�DQG�GR�QRW�LQFOXGH�DOO�RI�WKH�LQIRUPDWLRQ�DQG�GLVFORVXUHV�
UHTXLUHG� LQ� WKH�DQQXDO� ILQDQFLDO�VWDWHPHQWV��DQG�VKRXOG�EH�UHDG� LQ�FRQMXQFWLRQ�ZLWK� WKH�*URXS¶V�
DQQXDO�ILQDQFLDO�VWDWHPHQWV�DV�DW�'HFHPEHU�����������
�
7KH�DFFRXQWLQJ�SROLFLHV�DGRSWHG�DUH�FRQVLVWHQW�ZLWK�WKRVH�RI�WKH�SUHYLRXV�ILQDQFLDO�\HDU�H[FHSW�IRU�
WKH� DGRSWLRQ� RI� WKH� IROORZLQJ� DPHQGPHQWV� HIIHFWLYH� DIWHU� WKH� UHSRUWLQJ� SHULRG� HQGHG��
'HFHPEHU�����������
�
3)56�����,QVXUDQFH�&RQWUDFWV�

�
3)56� ��� HVWDEOLVKHV� WKH� SULQFLSOHV� IRU� WKH� UHFRJQLWLRQ�� PHDVXUHPHQW�� SUHVHQWDWLRQ� DQG�
GLVFORVXUH�RI�LQVXUDQFH�FRQWUDFWV�ZLWKLQ�WKH�VFRSH�RI�WKH�VWDQGDUG��7KH�REMHFWLYH�RI�3)56����LV�WR�
HQVXUH�WKDW�DQ�HQWLW\�SURYLGHV�UHOHYDQW�LQIRUPDWLRQ�WKDW�IDLWKIXOO\�UHSUHVHQWV�WKRVH�FRQWUDFWV��7KLV�
LQIRUPDWLRQ� JLYHV� D� EDVLV� IRU� XVHUV� RI� ILQDQFLDO� VWDWHPHQWV� WR� DVVHVV� WKH� HIIHFW� WKDW� LQVXUDQFH�
FRQWUDFWV�KDYH�RQ�WKH�HQWLW\
V�ILQDQFLDO�SRVLWLRQ��ILQDQFLDO�SHUIRUPDQFH�DQG�FDVK�IORZV��
�
7KH�NH\�SULQFLSOHV�LQ�3)56����DUH�WKDW�DQ�HQWLW\��

�
•� LGHQWLILHV� DV� LQVXUDQFH� FRQWUDFWV� WKRVH� FRQWUDFWV� XQGHU� ZKLFK� WKH� HQWLW\� DFFHSWV�

VLJQLILFDQW� LQVXUDQFH� ULVN� IURP� DQRWKHU� SDUW\� �WKH� SROLF\KROGHU�� E\� DJUHHLQJ� WR�
FRPSHQVDWH� WKH� SROLF\KROGHU� LI� D� VSHFLILHG� XQFHUWDLQ� IXWXUH� HYHQW� �WKH� LQVXUHG� HYHQW��
DGYHUVHO\�DIIHFWV�WKH�SROLF\KROGHU��

•� VHSDUDWHV�VSHFLILHG�HPEHGGHG�GHULYDWLYHV�� GLVWLQFW� LQYHVWPHQW� FRPSRQHQWV�DQG�GLVWLQFW�
SHUIRUPDQFH�REOLJDWLRQV�IURP�WKH�LQVXUDQFH�FRQWUDFWV��

•� GLYLGHV�WKH�FRQWUDFWV�LQWR�JURXSV�WKDW�LW�ZLOO�UHFRJQL]H�DQG�PHDVXUH��
•� UHFRJQL]HV�DQG�PHDVXUHV�JURXSV�RI�LQVXUDQFH�FRQWUDFWV�DW��

i.� D�ULVN�DGMXVWHG�SUHVHQW�YDOXH�RI�WKH�IXWXUH�FDVK�IORZV��WKH�IXOILOOPHQW�FDVK�IORZV��WKDW�
LQFRUSRUDWHV�DOO�RI�WKH�DYDLODEOH�LQIRUPDWLRQ�DERXW�WKH� IXOILOOPHQW�FDVK�IORZV�LQ�D�ZD\�
WKDW� LV�FRQVLVWHQW�ZLWK�REVHUYDEOH�PDUNHW�LQIRUPDWLRQ��SOXV��LI�WKLV�YDOXH� LV�D� OLDELOLW\��
RU�PLQXV��LI�WKLV�YDOXH�LV�DQ�DVVHW��

ii.� DQ�DPRXQW�UHSUHVHQWLQJ�WKH�XQHDUQHG�SURILW�LQ�WKH�JURXS�RI�FRQWUDFWV��WKH�FRQWUDFWXDO�
VHUYLFH�PDUJLQ���

x� UHFRJQL]HV� WKH� SURILW� IURP� D� JURXS� RI� LQVXUDQFH� FRQWUDFWV� RYHU� WKH� SHULRG� WKH� HQWLW\�
SURYLGHV�LQVXUDQFH�FRYHU��DQG�DV�WKH�HQWLW\�LV�UHOHDVHG�IURP�ULVN��,I�D�JURXS�RI�FRQWUDFWV�LV�
RU�EHFRPHV�ORVV�PDNLQJ��DQ�HQWLW\�UHFRJQL]HV�WKH�ORVV�LPPHGLDWHO\��

x� SUHVHQWV� VHSDUDWHO\� LQVXUDQFH� UHYHQXH� �WKDW� H[FOXGHV� WKH� UHFHLSW� RI� DQ\� LQYHVWPHQW�
FRPSRQHQW���LQVXUDQFH�VHUYLFH�H[SHQVHV��WKDW�H[FOXGHV�WKH�UHSD\PHQW�RI�DQ\�LQYHVWPHQW�
FRPSRQHQWV��DQG�LQVXUDQFH�ILQDQFH�LQFRPH�RU�H[SHQVHV��DQG�

x� GLVFORVHV� LQIRUPDWLRQ� WR� HQDEOH� XVHUV� RI� ILQDQFLDO� VWDWHPHQWV� WR� DVVHVV� WKH� HIIHFW� WKDW�
FRQWUDFWV� ZLWKLQ� WKH� VFRSH� RI� 3)56� ��� KDYH� RQ� WKH� ILQDQFLDO� SRVLWLRQ�� ILQDQFLDO�
SHUIRUPDQFH�DQG�FDVK�IORZV�RI�DQ�HQWLW\��

�
3)56� ��� LQFOXGHV� DQ� RSWLRQDO� VLPSOLILHG� PHDVXUHPHQW� DSSURDFK�� RU� SUHPLXP� DOORFDWLRQ�
DSSURDFK��IRU�VLPSOHU�LQVXUDQFH�FRQWUDFWV��
�
7KH�VWDQGDUG�LV�HIIHFWLYH�IRU�SHULRGV�EHJLQQLQJ�RQ�RU�DIWHU�-DQXDU\����������(DUOLHU�DSSOLFDWLRQ�LV�
SHUPLWWHG��

�
7KH�DGRSWLRQ�RI�WKH�QHZ�VWDQGDUG�GRHV�QRW�KDYH�DQ�LPSDFW�RQ�WKH�*URXS�IRU�LW�LV�QRW�DQ�LVVXHU�RI�
LQVXUDQFH�FRQWUDFWV��
�
$PHQGPHQWV�WR�3$6���DQG�3$6����'HILQLWLRQ�RI�0DWHULDO�
�
3$6������E�G��7KH�DPHQGPHQWV�UHODWH�WR�D�UHYLVHG�GHILQLWLRQ�RI�
PDWHULDO
��
³,QIRUPDWLRQ� LV�PDWHULDO� LI� RPLWWLQJ��PLVVWDWLQJ� RU� REVFXULQJ� LW� FRXOG� UHDVRQDEO\� EH� H[SHFWHG� WR�
LQIOXHQFH�GHFLVLRQV�WKDW� WKH�SULPDU\�XVHUV�RI�JHQHUDO�SXUSRVH�ILQDQFLDO�VWDWHPHQWV�PDNH�RQ�WKH�
EDVLV�RI�WKRVH�ILQDQFLDO�VWDWHPHQWV��ZKLFK�SURYLGH�ILQDQFLDO�LQIRUPDWLRQ�DERXW�D�VSHFLILF�UHSRUWLQJ�
HQWLW\�´�
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�
7KUHH�QHZ�DVSHFWV�RI�WKH�QHZ�GHILQLWLRQ�LQFOXGH��L��REVFXULQJ���LL��FRXOG�UHDVRQDEO\�EH�H[SHFWHG�WR�
LQIOXHQFH��DQG��LLL��SULPDU\�XVHUV��
�
7KH�DPHQGPHQWV�VWUHVV�HVSHFLDOO\�ILYH�ZD\V�PDWHULDO�LQIRUPDWLRQ�FDQ�EH�REVFXUHG��

�
•� LI�WKH�ODQJXDJH�UHJDUGLQJ�D�PDWHULDO�LWHP��WUDQVDFWLRQ�RU�RWKHU�HYHQW�LV�YDJXH�RU�XQFOHDU��
•� LI� LQIRUPDWLRQ�UHJDUGLQJ�D�PDWHULDO� LWHP��WUDQVDFWLRQ�RU�RWKHU�HYHQW� LV�VFDWWHUHG� LQ�GLIIHUHQW�

SODFHV�LQ�WKH�ILQDQFLDO�VWDWHPHQWV��
•� LI�GLVVLPLODU�LWHPV��WUDQVDFWLRQV�RU�RWKHU�HYHQWV�DUH�LQDSSURSULDWHO\�DJJUHJDWHG��
•� LI�VLPLODU�LWHPV��WUDQVDFWLRQV�RU�RWKHU�HYHQWV�DUH�LQDSSURSULDWHO\�GLVDJJUHJDWHG��DQG�
•� LI� PDWHULDO� LQIRUPDWLRQ� LV� KLGGHQ� E\� LPPDWHULDO� LQIRUPDWLRQ� WR� WKH� H[WHQW� WKDW� LW� EHFRPHV�

XQFOHDU�ZKDW�LQIRUPDWLRQ�LV�PDWHULDO��
�

7KH� DPHQGPHQWV� DUH� HIIHFWLYH� IRU� SHULRGV� EHJLQQLQJ� RQ� RU� DIWHU� -DQXDU\� ��� ������ (DUOLHU�
DSSOLFDWLRQ�LV�SHUPLWWHG��
�
7KH�0DQDJHPHQW�RI�WKH�*URXS�LV�VWLOO�HYDOXDWLQJ�WKH�LPSDFW�RI�WKHVH�QHZ�DPHQGPHQWV��
�
$PHQGPHQWV�WR�3)56����'HILQLWLRQ�RI�%XVLQHVV�

7KH�DPHQGPHQWV�DUH�WR��

•� FODULI\� WKDW� WR� EH� FRQVLGHUHG� D� EXVLQHVV�� DQ� DFTXLUHG� VHW� RI� DFWLYLWLHV� DQG� DVVHWV� PXVW�
LQFOXGH�� DW� D� PLQLPXP�� DQ� LQSXW� DQG� D� VXEVWDQWLYH� SURFHVV� WKDW� WRJHWKHU� VLJQLILFDQWO\�
FRQWULEXWH�WR�WKH�DELOLW\�WR�FUHDWH�RXWSXWV��

•� QDUURZ� WKH� GHILQLWLRQV� RI� D� EXVLQHVV� DQG� RI� RXWSXWV� E\� IRFXVLQJ� RQ� JRRGV� DQG� VHUYLFHV�
SURYLGHG�WR�FXVWRPHUV�DQG�E\�UHPRYLQJ�WKH�UHIHUHQFH�WR�DQ�DELOLW\�WR�UHGXFH�FRVWV��

•� DGG� JXLGDQFH� DQG� LOOXVWUDWLYH� H[DPSOHV� WR� KHOS� HQWLWLHV� DVVHVV� ZKHWKHU� D� VXEVWDQWLYH�
SURFHVV�KDV�EHHQ�DFTXLUHG��

•� UHPRYH� WKH� DVVHVVPHQW� RI� ZKHWKHU� PDUNHW� SDUWLFLSDQWV� DUH� FDSDEOH� RI� UHSODFLQJ� DQ\�
PLVVLQJ�LQSXWV�RU�SURFHVVHV�DQG�FRQWLQXLQJ�WR�SURGXFH�RXWSXWV��DQG�

•� DGG� DQ� RSWLRQDO� FRQFHQWUDWLRQ� WHVW� WKDW� SHUPLWV� D� VLPSOLILHG� DVVHVVPHQW� RI� ZKHWKHU� DQ�
DFTXLUHG�VHW�RI�DFWLYLWLHV�DQG�DVVHWV�LV�QRW�D�EXVLQHVV��

7KH�DPHQGPHQWV�DUH�HIIHFWLYH�IRU�EXVLQHVV�FRPELQDWLRQV�IRU�ZKLFK�WKH�DFTXLVLWLRQ�GDWH�LV�RQ�RU�
DIWHU�WKH�EHJLQQLQJ�RI�WKH�ILUVW�DQQXDO�UHSRUWLQJ�SHULRG�EHJLQQLQJ�RQ�RU�DIWHU�-DQXDU\���������DQG�
WR�DVVHW�DFTXLVLWLRQV�WKDW�RFFXU�RQ�RU�DIWHU�WKH�EHJLQQLQJ�RI�WKDW�SHULRG�

�
7KH�0DQDJHPHQW�RI�WKH�*URXS�LV�VWLOO�HYDOXDWLQJ�WKH�LPSDFW�RI�WKHVH�QHZ�DPHQGPHQWV��

� �
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1HZ�$FFRXQWLQJ�6WDQGDUGV�(IIHFWLYH�LQ��������$GRSWHG�E\�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV�
&RXQFLO��)56&��EXW�SHQGLQJ�IRU�DSSURYDO�E\�WKH�%RDUG�RI�$FFRXQWDQF\��
�
3,&� 4	$� 1R�� ��������� 3)56� ���� 5HYHQXH� IURP� &RQWUDFWV� ZLWK� &XVWRPHUV� ±� $FFRXQWLQJ� IRU�
6HUYLFH�&KDUJHV�
�
7KH� LQWHUSUHWDWLRQ� FODULILHV� WKH� WUHDWPHQW� RI� VHUYLFH� FKDUJHV� FROOHFWHG� IURP� KRWHO� JXHVWV� RU�
UHVWDXUDQW�FXVWRPHUV���
�
6DOLHQW�SRLQWV�RI�WKH�LQWHUSUHWDWLRQ�DUH�WKH�IROORZLQJ���
�
•� (LJKW\�ILYH�������SHUFHQW��DV�D�PLQLPXP��RI�WKH�FROOHFWHG�6HUYLFH�&KDUJH�VKRXOG�EH�H[FOXGHG�

IURP�WKH�WUDQVDFWLRQ�SULFH�DQG�DV�VXFK�VKRXOG�EH�UHFRJQL]HG�DV�D�OLDELOLW\� WR�WKH�HPSOR\HHV�
SXUVXDQW�WR�$UWLFOH����RI�WKH�/DERU�&RGH��

•� $V� SDUDJUDSK����RI�3)56���� GHILQHV� WUDQVDFWLRQ� SULFH� DV� ³WKH� DPRXQW� RI� FRQVLGHUDWLRQ� WR�
ZKLFK�DQ�HQWLW\�H[SHFWV�WR�EH�HQWLWOHG�LQ�H[FKDQJH�IRU�WUDQVIHUULQJ�SURPLVHG�JRRGV�RU�VHUYLFHV�
WR�D�FXVWRPHU��H[FOXGLQJ�DPRXQWV�FROOHFWHG�RQ�EHKDOI�RI�WKLUG�SDUWLHV´���

•� 7KH� UHPDLQLQJ� SRUWLRQ� VKRXOG� EH� LQFOXGHG� LQ� WKH� WUDQVDFWLRQ� SULFH� EHFDXVH� WKLV� LV� DQ�
DGGLWLRQDO� FRQVLGHUDWLRQ� LQ� H[FKDQJH� IRU� WKH� JRRGV� DQG� VHUYLFHV� SURYLGHG� DQG� EHQHILWV�
GLUHFWO\�LQXUH�WR�WKH�KRWHO�UHVWDXUDQW��
�

7KH�LQWHUSUHWDWLRQ�LV�HIIHFWLYH�IRU�SHULRGV�EHJLQQLQJ�RQ�RU�DIWHU�)HEUXDU\������������
�
7KH�0DQDJHPHQW�RI�WKH�*URXS�LV�VWLOO�HYDOXDWLQJ�WKH�LPSDFW�RI�WKH�QHZ�LQWHUSUHWDWLRQ��
�
3,&� 4	$� 1R�� ��������� 3)56� ���� 5HYHQXH� IURP� &RQWUDFWV� ZLWK� &XVWRPHUV� ±� 5HYHQXH�
5HFRJQLWLRQ�JXLGDQFH�IRU�6XJDU�0LOOHUV�
�
7KH�LQWHUSUHWDWLRQ�FODULILHV�WKH�UHYHQXH�UHFRJQLWLRQ�RI�6XJDU�0LOOLQJ�&RPSDQLHV�XQGHU���L��2XWSXW�
6KDULQJ�$JUHHPHQW��DQG��LL��&DQH�3XUFKDVH�$JUHHPHQW��
�
8QGHU�2XWSXW�6KDULQJ�$JUHHPHQW��UHYHQXH�UHFRJQLWLRQ�FRPPHQFHV�XSRQ�FRQYHUVLRQ�RI�3ODQWHU¶V�
FDQHV� LQWR�UDZ�VXJDU��)XUWKHU��XQVROG� UDZ�VXJDU�RZQHG�E\� WKH�0LOOHU�VKDOO�EH�DFFRXQWHG� IRU�DV�
LQYHQWRU\�LQ�DFFRUGDQFH�ZLWK�3$6����,QYHQWRULHV���
�
8QGHU�&DQH�3XUFKDVH�$JUHHPHQW��UHYHQXH�UHFRJQLWLRQ�FRPPHQFHV�XSRQ�WUDQVIHU�RI�FRQWURO��DW�D�
SRLQW� LQ� WLPH�� WR�FXVWRPHU�RU�EX\HU�RI�D� VDOH� WUDQVDFWLRQ��)XUWKHU�� WKH�FRVW�RI�SXUFKDVHG�FDQHV�
VKDOO�EH�WUHDWHG�HLWKHU�DV�SURGXFWLRQ�RU�PLOOLQJ�FRVW�RI�WKH�0LOOHU���
7KH�LQWHUSUHWDWLRQ�LV�HIIHFWLYH�IRU�SHULRGV�EHJLQQLQJ�RQ�RU�DIWHU�0DUFK������������
7KH�QHZ�LQWHUSUHWDWLRQ�GRHV�QRW�KDYH�DQ�LPSDFW�RQ�WKH�*URXS�IRU�LW�LV�QRW�D�6XJDU�0LOOLQJ�*URXS��
�
3,&�4	$�1R�����������$FFRXQWLQJ�IRU�&U\SWRJUDSKLF�$VVHWV�

7KH�LQWHUSUHWDWLRQ�SURYLGHV�JXLGDQFH�UHJDUGLQJ�DFFRXQWLQJ�WUHDWPHQW�IRU�&U\SWRJUDSKLF�DVVHWV��,Q�
FODVVLI\LQJ�&U\SWRJUDSKLF�DVVHWV��WZR�UHOHYDQW�IDFWRUV�WR�FRQVLGHU�DUH��L��LWV�SULPDU\�SXUSRVH��DQG�
�LL��KRZ�WKHVH�DVVHWV�GHULYH�LWV�LQKHUHQW�YDOXH��7KH�LQWHUSUHWDWLRQ�SURYLGHG�WZR�����&U\SWRJUDSKLF�
FODVVLILFDWLRQV� EDVHG� RQ� WKH� DIRUHPHQWLRQHG� IDFWRUV�� WKHVH� DUH� �D�� &U\SWRFXUUHQF\�� RU� �E��
&U\SWRJUDSKLF�DVVHWV�RWKHU�WKDQ�&U\SWRFXUUHQFLHV��ZKLFK�DUH��E����$VVHW�EDVHG�WRNHQ���E����8WLOLW\�
WRNHQ��DQG��E����6HFXULW\�WRNHQ��RU�FROOHFWLYHO\�WKH�³6HFXULW\�7RNHQV´��
�
)URP� WKH� KROGHU� RI� WKHVH� DVVHWV¶� SRLQW�RI�YLHZ�� LQ� WKH� DEVHQFH� RI� D� GHILQLWLYH� DFFRXQWLQJ� DQG�
UHSRUWLQJ�JXLGDQFH�IURP�WKH�,$6%��WKH�LQWHUSUHWDWLRQ�VXJJHVWHG�WR�UHSRUW�&U\SWRJUDSKLF�DVVHWV�LQ�
WKH� ILQDQFLDO� VWDWHPHQWV� DV� HLWKHU� �L�� &U\SWRFXUUHQFLHV� KHOG� E\� DQ� HQWLW\�� RU� �LL�� &U\SWRJUDSKLF�
DVVHWV�RWKHU�WKDQ�FU\SWRFXUUHQFLHV��

� �
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)URP� WKH� ,VVXHU� RI� WKHVH� DVVHWV¶� SRLQW� RI� YLHZ�� DV� D� FRQVHQVXV�� WKH� IROORZLQJ� DFFRXQWLQJ�
WUHDWPHQWV�DUH�VXJJHVWHG��
�
•� &U\SWRFXUUHQFLHV�KHOG�E\�DQ�HQWLW\�FDQ�EH�WUHDWHG�HLWKHU�DV��L��,QYHQWRU\�XQGHU�3$6����RU��LL��

,QWDQJLEOH�DVVHW�XQGHU�3$6�����
•� &U\SWRJUDSKLF�DVVHWV�RWKHU�WKDQ�&U\SWRFXUUHQFLHV��WKH�LQWHUSUHWDWLRQ�VXJJHVWHG�WKH�IROORZLQJ�

UHOHYDQW�DFFRXQWLQJ�IUDPHZRUNV�IRU�FRQVLGHUDWLRQ���
a.� ,I�WKH�7RNHQ�PHHWV�WKH�GHILQLWLRQ�RI�D�ILQDQFLDO�OLDELOLW\��DSSO\�JXLGDQFH�LQ�3)56����
b.� ,I�WKH�7RNHQ�PHHWV�WKH�GHILQLWLRQ�RI�DQ�HTXLW\�LQVWUXPHQW��DSSO\�JXLGDQFH�LQ�3$6�����
c.� ,I� WKH�7RNHQ� LV� D� SUHSD\PHQW� IRU� JRRGV�DQG� VHUYLFHV� IURP�D� FRQWUDFW�ZLWK� D� FXVWRPHU��

DSSO\�JXLGDQFH�LQ�3)56�����DQG�
d.� ,I�WKH�7RNHQ�GRHV�QRW�PHHW�DQ\�RI�WKH�DIRUHPHQWLRQHG��FRQVLGHU�RWKHU�UHOHYDQW�JXLGDQFH��

�
7KH�LQWHUSUHWDWLRQ�LV�HIIHFWLYH�IRU�SHULRGV�EHJLQQLQJ�RQ�RU�DIWHU�)HEUXDU\�����������
�
7KH�0DQDJHPHQW�RI�WKH�*URXS�LV�VWLOO�HYDOXDWLQJ�WKH�LPSDFW�RI�WKH�QHZ�LQWHUSUHWDWLRQ��
�
�
��� 6HDVRQDOLW\�$VSHFWV�RI�WKH�%XVLQHVV�

�
/LNH�DQ\�RWKHU�FRPSDQ\�LQ�WKH�FRQVWUXFWLRQ�LQGXVWU\��WKH�RSHUDWLRQV�RI�WKH�*URXS�DUH�DIIHFWHG�E\�
VHDVRQDOLW\��1HW�VDOHV�DUH�JHQHUDOO\�KLJKHU�LQ�GU\�PRQWKV�IURP�)HEUXDU\�WR�0D\�DQG�ORZHU�GXULQJ�
WKH�UDLQ\�PRQWKV�RI�-XQH�WR�1RYHPEHU��/RZ�VDOHV�DUH�DOVR�H[SHULHQFHG�GXULQJ�'HFHPEHU�GXH�WR�
KROLGD\V� XQWLO� HDUO\� -DQXDU\�� 8QSUHGLFWDEOH� ZHDWKHU� FRXOG� DOVR� VLJQLILFDQWO\� DIIHFW� VDOHV� DQG�
SURILWDELOLW\� FRPSDUHG� WR� SUHYLRXV� SHULRGV� FRXSOHG� ZLWK� DQ\� XQIRUHVHHQ� FLUFXPVWDQFHV� OLNH�
GLVUXSWLRQV�LQ�SURGXFWLRQV��

�
�

��� )LQDQFLDO�5LVN�0DQDJHPHQW�2EMHFWLYHV�DQG�3ROLFLHV�

*HQHUDO�5LVN�0DQDJHPHQW�$SSURDFK�

7KH� *URXS� LV� H[SRVHG� WR� YDULRXV� ILQDQFLDO� ULVNV�� ZKLFK� LQFOXGH� WKH� HIIHFW� RI� FKDQJHV� LQ� GHEW�
VWUXFWXUH��HTXLW\�PDUNHW�SULFHV��IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWHV�DQG�LQWHUHVW�UDWHV��7KH�*URXS¶V�
RYHUDOO�ULVN�PDQDJHPHQW�SURJUDP�IRFXVHV�RQ�WKH�XQSUHGLFWDELOLW\�RI�ILQDQFLDO�PDUNHWV�DQG�VHHNV�
WR�PLQLPL]H�SRWHQWLDO�DQG�DGYHUVH�HIIHFWV�RQ�WKH�ILQDQFLDO�SHUIRUPDQFH�RI�WKH�*URXS��7KH�*URXS�
GRHV�QRW�HQWHU� LQWR�RWKHU�GHULYDWLYH�RU� ILQDQFLDO� WUDQVDFWLRQV�ZKLFK�DUH�XQUHODWHG� WR� LWV�RSHUDWLQJ�
EXVLQHVV�DV�D�ULVN�DYHUVH�DSSURDFK�LV�SXUVXHG��

)LQDQFLDO� ULVN�PDQDJHPHQW� RI� WKH�*URXS� LV� JRYHUQHG� E\� SROLFLHV� DSSURYHG� E\�PDQDJHPHQW�� ,W�
SURYLGHV�SULQFLSOHV� IRU�RYHUDOO� ULVN�PDQDJHPHQW��DV�ZHOO�DV�SROLFLHV�FRYHULQJ�VSHFLILF� ULVN�DUHDV�
VXFK�DV�LQWHUHVW�UDWH�ULVN��IRUHLJQ�H[FKDQJH�ULVN��FRXQWHUSDUW\�ULVN��DQG�XVH�RI�GHULYDWLYH�ILQDQFLDO�
LQVWUXPHQWV�DQG�LQYHVWLQJ�DVVHWV�LQ�H[FHVV�RI�OLTXLGLW\�UHTXLUHPHQWV��

7KH� *URXS¶V� SULQFLSDO� ILQDQFLDO� LQVWUXPHQWV�� RWKHU� WKDQ� GHULYDWLYHV�� FRQVLVW� RI� FDVK� DQG� FDVK�
HTXLYDOHQWV�DQG�QRWHV�SD\DEOH��7KH�PDLQ�SXUSRVH�RI�WKHVH�ILQDQFLDO�LQVWUXPHQWV�LV�WR�UDLVH�IXQGV�
IRU�WKH�*URXS¶V�RSHUDWLRQV��7KH�*URXS�DOVR�KDV�YDULRXV�RWKHU�ILQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�VXFK�
DV�WUDGH�DQG�RWKHU�UHFHLYDEOHV��DGYDQFHV�WR�HPSOR\HHV��JXDUDQWHH�GHSRVLWV��UHVWULFWHG�FDVK�DQG�
WUDGH�DQG�RWKHU�SD\DEOHV�ZKLFK�DULVH�GLUHFWO\�IURP�RSHUDWLRQV��

7KH�PDLQ� ULVNV� DULVLQJ� IURP� WKH� *URXS¶V� ILQDQFLDO� LQVWUXPHQWV� DUH� PDUNHW� ULVNV� �ZKLFK� LQFOXGH�
IRUHLJQ� FXUUHQF\� ULVN� DQG� LQWHUHVW� UDWH� ULVN��� FUHGLW� ULVN� DQG� OLTXLGLW\� ULVN�� 7KH�%2'� UHYLHZV�DQG�
DSSURYHV� WKH� SROLFLHV� IRU� PDQDJLQJ� HDFK� RI� WKHVH� ULVNV� DQG� WKH\� DUH� VXPPDUL]HG� EHORZ�� 7KH�
*URXS¶V� DFFRXQWLQJ� SROLFLHV� LQ� UHODWLRQ� WR� ILQDQFLDO� LQVWUXPHQWV� DUH� VHW� RXW� LQ� 1RWH� �� WR� WKH�
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

0DUNHW�5LVNV�

7KH� *URXS� LV� H[SRVHG� WR� PDUNHW� ULVNV�� VXFK� DV� IRUHLJQ� FXUUHQF\� DQG� LQWHUHVW� UDWH� ULVNV�� 7R�
PDQDJH� YRODWLOLW\� UHODWLQJ� WR� WKHVH� H[SRVXUHV�� WKH� *URXS� HQWHUV� LQWR� GHULYDWLYH� ILQDQFLDO�
LQVWUXPHQWV��ZKHQ�QHFHVVDU\��7KH�*URXS¶V�REMHFWLYH�LV�WR�UHGXFH��ZKHUH�DSSURSULDWH��IOXFWXDWLRQV�
LQ�HDUQLQJV�DQG�FDVK�IORZV�DVVRFLDWHG�ZLWK�FKDQJHV�LQ�IRUHLJQ�FXUUHQF\��LQWHUHVW�UDWH�DQG�HTXLW\�
SULFH��
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)RUHLJQ�&XUUHQF\�5LVN�

)RUHLJQ�FXUUHQF\�ULVN�LV�WKH�ULVN�WKDW�WKH�IDLU�YDOXH�RU�IXWXUH�FDVK�IORZV�RI�D�ILQDQFLDO�LQVWUXPHQW�ZLOO�
IOXFWXDWH�EHFDXVH�RI�FKDQJHV�LQ�IRUHLJQ�H[FKDQJH�UDWHV��

7KH� *URXS� KDV� IRUHLJQ� H[FKDQJH� H[SRVXUHV�� DULVLQJ� SULPDULO\� IURP� SXUFKDVHV� RI� JRRGV� DQG�
VHUYLFHV�DQG�GHEW�VHUYLFLQJ�UHTXLUHPHQWV�LQ�FXUUHQFLHV�RWKHU�WKDQ�WKH�3KLOLSSLQH�3HVR�WKDW�OHDGV�
WR� FXUUHQF\� WUDQVODWLRQ� HIIHFWV�� $V� RI� -XQH� ���� ������ WKHUH� DUH� QR� UHYHQXHV� GHQRPLQDWHG� LQ�
FXUUHQFLHV�RWKHU�WKDQ�WKH�3KLOLSSLQH�3HVR���

'XH�WR�WKH�ORFDO�QDWXUH�RI�WKH�FHPHQW�EXVLQHVV��WUDQVDFWLRQ�ULVN�LV�OLPLWHG��+RZHYHU��LQFRPH�PD\�
SULPDULO\� EH� LQ� ORFDO� FXUUHQF\� ZKHUHDV� GHEW� VHUYLFLQJ� DQG� VLJQLILFDQW� DPRXQW� RI� FDSLWDO�
H[SHQGLWXUHV�PD\�EH�LQ�IRUHLJQ�FXUUHQFLHV��$V�D�FRQVHTXHQFH�WKHUHRI��WKH�*URXS�PD\�HQWHU�LQWR�
GHULYDWLYH�FRQWUDFWV�ZKHQHYHU�QHFHVVDU\��ZKLFK�PD\�EH�GHVLJQDWHG�HLWKHU�DV�FDVK�IORZ�KHGJHV�RU�
IDLU�YDOXH�KHGJHV��DV�DSSURSULDWH��

$V�RI� -XQH����������� WKH�*URXS�KDG�PLQLPDO�DVVHWV�DQG� OLDELOLWLHV�H[SRVHG� WR� IRUHLJQ�FXUUHQF\�
ULVNV��

,QWHUHVW�5DWH�5LVN�

,QWHUHVW� UDWH� ULVN� LV� WKH�ULVN� WKDW� IXWXUH�FDVK�IORZV� IURP�D�ILQDQFLDO� LQVWUXPHQW� �FDVK� IORZ� LQWHUHVW�
UDWH�ULVN��RU�LWV�IDLU�YDOXH��IDLU�YDOXH�LQWHUHVW�UDWH�ULVN��ZLOO�IOXFWXDWH�EHFDXVH�RI�FKDQJHV�LQ�PDUNHW�
LQWHUHVW�UDWHV��

7KH�*URXS�LV�H[SRVHG�WR�IOXFWXDWLRQV�LQ�ILQDQFLQJ�FRVWV�DQG�PDUNHW�YDOXH�PRYHPHQWV�RI�LWV�GHEW�
SRUWIROLR�UHODWHG�WR�FKDQJHV�LQ�PDUNHW�LQWHUHVW�UDWHV��7KH�*URXS¶V�LQWHUHVW�UDWH�H[SRVXUH�LV�PDLQO\�
DGGUHVVHG� WKURXJK� WKH� VWHHULQJ� RI� WKH� IL[HG�IORDWLQJ� UDWLR� RI� QHW� GHEW�� 7R�PDQDJH� WKLV�PL[�� WKH�
*URXS�PD\�HQWHU�LQWR�GHULYDWLYH�WUDQVDFWLRQV��DV�DSSURSULDWH��$V�DW�-XQH����������DQG�������WKH�
*URXS�KDV�PLQLPDO�H[SRVXUH�WR�LQWHUHVW�UDWH�ULVN��

&UHGLW�5LVN�

&UHGLW�ULVN�LV�WKH�ULVN�WKDW�FRXQWHUSDUWLHV�PD\�QRW�EH�DEOH�WR�VHWWOH�WKHLU�REOLJDWLRQV�DV�DJUHHG��7R�
PDQDJH�WKLV�ULVN��WKH�*URXS�SHULRGLFDOO\�DVVHVVHV�WKH�ILQDQFLDO�UHOLDELOLW\�RI�FXVWRPHUV��

7KH�*URXS�FRQVWDQWO\�PRQLWRUV� LWV�FUHGLW� ULVN�H[SRVXUHV��&RXQWHUSDUWLHV� WR� ILQDQFLDO� LQVWUXPHQWV�
FRQVLVW� RI� D� ODUJH� QXPEHU� RI� PDMRU� ILQDQFLDO� LQVWLWXWLRQV�� 7KH� *URXS� GRHV� QRW� H[SHFW� DQ\�
FRXQWHUSDUWLHV� WR� IDLO� LQ�PHHWLQJ� WKHLU�REOLJDWLRQV��JLYHQ� WKHLU�KLJK�FUHGLW� UDWLQJV�� ,Q�DGGLWLRQ�� WKH�
*URXS� KDV� QR� VLJQLILFDQW� FRQFHQWUDWLRQ� RI� FUHGLW� ULVN� ZLWK� DQ\� VLQJOH� FRXQWHUSDUW\� RU� JURXS� RI�
FRXQWHUSDUWLHV��

7KH�PD[LPXP�DQG�PLQLPXP�H[SRVXUH�WR�FUHGLW�ULVN�LV�UHSUHVHQWHG�E\�WKH�FDUU\LQJ�DPRXQW�RI�HDFK�
ILQDQFLDO�DVVHW��

7KH�*URXS�WUDGHV�RQO\�ZLWK�UHFRJQL]HG��FUHGLW�ZRUWK\�WKLUG�SDUWLHV��,W�LV�WKH�*URXS¶V�SROLF\�WKDW�DOO�
WKLUG� SDUW\� FXVWRPHUV� ZKR� ZLVK� WR� WUDGH� RQ� FUHGLW� WHUPV� DUH� VXEMHFW� WR� FUHGLW� YHULILFDWLRQ�
SURFHGXUHV�� ,Q� DGGLWLRQ�� UHFHLYDEOH� EDODQFHV� DUH�PRQLWRUHG� RQ� DQ� RQJRLQJ� EDVLV� WR� UHGXFH� WKH�
*URXS¶V�H[SRVXUH�WR�EDG�GHEWV�WR�PLQLPXP��

:LWK� UHVSHFW� WR�FUHGLW� ULVN�DULVLQJ� IURP� WKH�RWKHU� ILQDQFLDO�DVVHWV�RI� WKH�*URXS��ZKLFK�FRQVLVW�RI�
GXH� IURP� UHODWHG� SDUWLHV�� DGYDQFHV� WR� HPSOR\HHV�� $)6� ILQDQFLDO� DVVHWV�� DQG� JXDUDQWHH� DQG�
UHIXQGDEOH� GHSRVLWV�� WKH� *URXS¶V� H[SRVXUHV� DULVH� IURP� GHIDXOW� RI� WKH� FRXQWHUSDUW\�� ZLWK� D�
PD[LPXP�H[SRVXUH�HTXDO�WR�WKH�FDUU\LQJ�DPRXQW�RI�WKHVH�LQVWUXPHQWV��

� �
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/LTXLGLW\�5LVN�

/LTXLGLW\� ULVN� LV� WKH� ULVN� WKDW� WKH� *URXS� ZLOO� HQFRXQWHU� GLIILFXOW\� LQ� UDLVLQJ� IXQGV� WR� PHHW� LWV�
FRQWUDFWXDO� REOLJDWLRQV� DQG� FRPPLWPHQWV�� 7KH� VHDVRQDOLW\� RI� UHYHQXH� JHQHUDWLRQ� H[SRVHV� WKH�
*URXS�WR�VKRUWDJH�RI� IXQGV�GXULQJ�VODFN�VHDVRQ�DQG�PD\�UHVXOW� LQ�SD\PHQW�GHIDXOWV�RI� ILQDQFLDO�
FRPPLWPHQWV�� 7KH� *URXS� PRQLWRUV� WKLV� ULVN� XVLQJ� D� UHFXUULQJ� OLTXLGLW\� SODQQLQJ� WRRO�� 7KLV� WRRO�
FRQVLGHUV�WKH�PDWXULW\�RI�ERWK�LWV� ILQDQFLDO�DVVHWV�DQG�SURMHFWHG�FDVK�IORZV�IURP�RSHUDWLRQV��7KH�
*URXS¶V�REMHFWLYH�LV�WR�PDLQWDLQ�D�EDODQFH�EHWZHHQ�FRQWLQXLW\�RI�IXQGLQJ�DQG�IOH[LELOLW\�WKURXJK�WKH�
XVH�RI�EDQN�FUHGLW� IDFLOLWLHV�� ILQDQFH� OHDVHV�DQG�SXUFKDVH�FRQWUDFWV�� ,W� LV� UHVSRQVLEOH� IRU� LWV�RZQ�
FDVK�VXUSOXVHV�DQG�WKH�UDLVLQJ�RI�ORDQV�WR�FRYHU�FDVK�GHILFLWV��VXEMHFW�WR�SROLFLHV�DQG�JXLGHOLQHV�
DSSURYHG�E\�PDQDJHPHQW�DQG��LQ�FHUWDLQ�FDVHV��DW�WKH�%2'�OHYHO��

7KH�*URXS�PDLQWDLQV� VXIILFLHQW� UHVHUYHV�RI� FDVK�DQG�FDVK�HTXLYDOHQWV��ZKLFK�DUH�VKRUW�WHUP� LQ�
QDWXUH�� XQXVHG� FUHGLW� OLQHV� DQG� UHDGLO\� DYDLODEOH� PDUNHWDEOH� VHFXULWLHV� WR� PHHW� LWV� OLTXLGLW\�
UHTXLUHPHQWV�DW�DOO�WLPHV��,Q�DGGLWLRQ��WKH�VWURQJ�FUHGLW�ZRUWKLQHVV�RI�WKH�*URXS�DOORZV�LW�WR�PDNH�
HIILFLHQW�XVH�RI�WKH�ILQDQFLDO�PDUNHWV�IRU�ILQDQFLQJ�SXUSRVHV��$V�DW�-XQH�����������WKH�*URXS�KDV�
XQXWLOL]HG�FUHGLW�IDFLOLWLHV�RI�3 �����ELOOLRQ��

&DSLWDO�0DQDJHPHQW�3ROLF\�

7KH� *URXS� FRQVLGHUV� HTXLW\� DWWULEXWDEOH� WR� WKH� HTXLW\� KROGHUV� RI� WKH� 3DUHQW� &RPSDQ\� DV� LWV�
FDSLWDO�� 7KH� *URXS¶V� REMHFWLYHV� ZKHQ� PDQDJLQJ� FDSLWDO� DUH� WR� VHFXUH� WKH� *URXS¶V� RQJRLQJ�
ILQDQFLDO�QHHGV�WR�FRQWLQXH�DV�D�JRLQJ�FRQFHUQ�DV�ZHOO�DV�WR�FDWHU�IRU�LWV�JURZWK�WDUJHWV�LQ�RUGHU�WR�
SURYLGH� UHWXUQV� WR� VKDUHKROGHUV� DQG� EHQHILWV� IRU� RWKHU� VWDNHKROGHUV� DQG� WR� PDLQWDLQ� D� FRVW�
HIILFLHQW�DQG�ULVN�RSWLPL]HG�FDSLWDO�VWUXFWXUH��

7KH�*URXS�PDQDJHV�WKH�FDSLWDO�VWUXFWXUH�DQG�PDNHV�DGMXVWPHQWV�WR�LW� LQ� OLJKW�RI�WKH�FKDQJHV� LQ�
HFRQRPLF� FRQGLWLRQV�� LWV� EXVLQHVV� DFWLYLWLHV�� LQYHVWPHQW� DQG� H[SDQVLRQ� SURJUDP� DQG� WKH� ULVN�
FKDUDFWHULVWLFV�RI� WKH�XQGHUO\LQJ�DVVHWV�� � ,Q�RUGHU� WR�PDLQWDLQ�RU�DGMXVW� WKH�FDSLWDO�VWUXFWXUH�� WKH�
*URXS�PD\�DGMXVW� WKH�DPRXQW�RI�GLYLGHQGV�SDLG� WR�VKDUHKROGHUV�� UHWXUQ�FDSLWDO� WR�VKDUHKROGHUV��
LVVXH�QHZ�VKDUHV��RU�VHOO�DVVHWV�WR�UHGXFH�GHEW��
�
7KH�*URXS�PRQLWRUV�FDSLWDO��DPRQJ�RWKHUV��RQ�WKH�EDVLV�RI�JHDULQJ�UDWLR���
�

�
� �
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��� )LQDQFLDO�$VVHWV�DQG�/LDELOLWLHV�

)DLU�9DOXH�RI�)LQDQFLDO�,QVWUXPHQWV�

7KH� HVWLPDWHG� IDLU� YDOXH� RI� HDFK� FODVV� RI� WKH� *URXS¶V� ILQDQFLDO� LQVWUXPHQWV�� LV� HTXDO� WR� WKHLU�
FDUU\LQJ� DPRXQW� DV� DW� -XQH� ���� ����� DQG� 'HFHPEHU� ���� ������ 7KH� IROORZLQJ� PHWKRGV� DQG�
DVVXPSWLRQV�DUH�XVHG�WR�HVWLPDWH�WKH�IDLU�YDOXH�RI�HDFK�FODVV�RI�ILQDQFLDO�LQVWUXPHQW�IRU�ZKLFK�LW�LV�
SUDFWLFDEOH�WR�HVWLPDWH�VXFK�YDOXH��

&DVK� DQG�&DVK� (TXLYDOHQWV�� 7UDGH� DQG�2WKHU� 5HFHLYDEOHV�� �� 6KRUW�WHUP� )LQDQFLDO� 5HFHLYDEOH��
/RDQ�3D\DEOH�DQG�7UDGH�DQG�2WKHU�3D\DEOHV��'XH� WR� WKH�VKRUW�WHUP�QDWXUH�RI� WKH� WUDQVDFWLRQV��
WKH�IDLU�YDOXHV�RI� WKHVH�LQVWUXPHQWV�DSSUR[LPDWH�WKH�FRUUHVSRQGLQJ�FDUU\LQJ�YDOXHV�DV�DW�HQG�RI�
HDFK�UHSRUWLQJ�SHULRG��

$)6�)LQDQFLDO�$VVHWV���7KH�IDLU�YDOXHV�RI�SXEOLFO\�WUDGHG�LQVWUXPHQWV�DUH�GHWHUPLQHG�E\�UHIHUHQFH�
WR�TXRWHG�PDUNHW�SULFHV�DV�DW� WKH�HQG�RI�HDFK�UHSRUWLQJ�SHULRG�� ,QYHVWPHQWV� LQ�XQTXRWHG�HTXLW\�
VHFXULWLHV�DUH�FDUULHG�DW�FRVW��QHW�RI�DQ\�LPSDLUPHQW�LQ�YDOXH��

*XDUDQWHH�'HSRVLWV��7KHVH�DUH�FDUULHG�DW�FRVW��OHVV�DQ\�LPSDLUPHQW�LQ�YDOXH��ZKLFK�DSSUR[LPDWHV�
WKHLU�IDLU�YDOXHV�FDOFXODWHG�XVLQJ�WKH�GLVFRXQWHG�FDVK�IORZV�PHWKRG��

)DLU�9DOXH�+LHUDUFK\�

$V�DW�-XQH����������DQG�'HFHPEHU�����������WKH�*URXS¶V�ILQDQFLDO�LQVWUXPHQWV�PHDVXUHG�DW�IDLU�
YDOXH�LQFOXGH�RQO\�WKH�TXRWHG�HTXLW\�VHFXULWLHV��FODVVLILHG�DV�$)6�ILQDQFLDO�DVVHWV��/HYHO�����

$V� DW� -XQH� ���� ����� DQG� 'HFHPEHU� ���� ������ WKH� *URXS� GRHV� QRW� KDYH� ILQDQFLDO� LQVWUXPHQWV�
ZKRVH� IDLU� YDOXHV� DUH� GHWHUPLQHG� XVLQJ� LQSXWV� WKDW� DUH� QRW� EDVHG� RQ� REVHUYDEOH�PDUNHW� GDWD�
�/HYHO�����7KHUH�ZHUH�QR�UHFODVVLILFDWLRQV�PDGH�EHWZHHQ�WKH�GLIIHUHQW�IDLU�YDOXH�KLHUDUFK\�OHYHOV�LQ�
�����DQG�������

�
�
� �



6(&�)RUP����4�
�

���

��� 6HJPHQW�5HSRUWLQJ�

2SHUDWLQJ�VHJPHQWV�DUH�FRPSRQHQWV�RI�WKH�*URXS�WKDW�HQJDJH�LQ�EXVLQHVV�DFWLYLWLHV�IURP�ZKLFK�
WKH\� PD\� HDUQ� UHYHQXHV� DQG� LQFXU� H[SHQVHV� �LQFOXGLQJ� UHYHQXHV� DQG� H[SHQVHV� UHODWLQJ� WR�
WUDQVDFWLRQV�ZLWK�RWKHU�FRPSRQHQWV�RI�WKH�*URXS���ZKLFK�RSHUDWLQJ�UHVXOWV�DUH�UHJXODUO\�UHYLHZHG�
E\�WKH�FKLHI�RSHUDWLQJ�GHFLVLRQ�PDNHU
�WR�PDNH�GHFLVLRQV�DERXW�KRZ�UHVRXUFHV�DUH�WR�EH�DOORFDWHG�
WR� HDFK� RI� WKH� VHJPHQWV� DQG� WR� DVVHVV� WKHLU� SHUIRUPDQFHV�� DQG� IRU� ZKLFK� GLVFUHWH� ILQDQFLDO�
LQIRUPDWLRQ� LV�DYDLODEOH��0DQDJHPHQW� UHDVVHVVHV�RQ�DQ�DQQXDO�EDVLV�ZKHWKHU� WKHUH�KDYH�EHHQ�
DQ\�FKDQJH�LQ�WKH�RSHUDWLQJ�VHJPHQWV�RU�LQ�WKH�UHSRUWDEOH�RSHUDWLQJ�VHJPHQWV�LQ�DFFRUGDQFH�ZLWK�
3)56����2SHUDWLQJ�6HJPHQWV��

)RU�PDQDJHPHQW�SXUSRVHV��WKH�*URXS�LV�RUJDQL]HG�LQWR�DFWLYLWLHV�EDVHG�RQ�WKHLU�SURGXFWV�DQG�KDV�
WZR�VHJPHQWV��DV�IROORZV��

Ɣ� &OLQNHU� DQG� &HPHQW� VHJPHQW�� ZKLFK� PDQXIDFWXUHV� DQG� VHOOV� FOLQNHU� DQG� FHPHQW� IRU� ERWK�
GRPHVWLF�DQG�H[SRUW�FXVWRPHUV��DQG�

Ɣ� 2WKHU�&RQVWUXFWLRQ�0DWHULDOV�DQG�VHUYLFHV�VHJPHQW��ZKLFK�LQFOXGHV�RSHUDWLRQV�IURP�+HOSV�8�
%XLOG�%HWWHU��+8%%���6SHFLDOW\�3URGXFWV�DQG�$JJUHJDWHV�7UDGLQJ��

0DQDJHPHQW�PRQLWRUV�WKH�RSHUDWLQJ�UHVXOWV�RI� LWV�EXVLQHVV�VHJPHQWV�IRU� WKH�SXUSRVH�RI�PDNLQJ�
GHFLVLRQV� DERXW� UHVRXUFH� DOORFDWLRQ� DQG� SHUIRUPDQFH� DVVHVVPHQW�� 6HJPHQW� SHUIRUPDQFH� LV�
EDVHG� RQ�RSHUDWLQJ�(%,7'$�DQG� LV�PHDVXUHG� FRQVLVWHQWO\�ZLWK� FRQVROLGDWHG�QHW� LQFRPH� LQ� WKH�
FRQVROLGDWHG�VWDWHPHQW�RI�SURILW�RU� ORVV�DQG�RWKHU�FRPSUHKHQVLYH�LQFRPH��+RZHYHU��WKH�*URXS¶V�
ILQDQFH� LQFRPH� DQG� FKDUJHV� DQG� LQFRPH� WD[HV� DUH� PDQDJHG� RQ� D� JURXS� EDVLV�� DQG� DUH� QRW�
DOORFDWHG� WR�RSHUDWLQJ�VHJPHQWV��7UDQVIHU�SULFHV�EHWZHHQ�RSHUDWLQJ�VHJPHQWV�DUH�RQ�DQ�DUP¶V�
OHQJWK�EDVLV�VLPLODU�WR�WUDQVDFWLRQV�ZLWK�WKLUG�SDUWLHV��

6HJPHQW�UHYHQXHV��(%,7'$��DVVHWV�DQG�OLDELOLWLHV�DV�DW�-XQH����������DQG������DUH�SUHVHQWHG�
EHORZ��

�
� �����

� �
&OLQNHU�DQG�

FHPHQW� 2WKHUV� 7RWDO�

$GMXVWPHQWV�
DQG�

HOLPLQDWLRQV� &RQVROLGDWHG�
� �,Q�7KRXVDQGV��
5HYHQXH�� � � � � �
� ([WHUQDO�FXVWRPHUV� ଑����������� ଑�������� ଑����������� ଑������� ଑�����������
� ,QWHU�VHJPHQW� ������� ±�� ������� ��������� ±�
� ଑����������� ଑�������� ଑����������� ଑������� ଑�����������

2SHUDWLQJ�(%,7'$� ଑���������� ଑�������� ଑���������� �଑��������� ଑����������
6HJPHQW�DVVHWV� ����������� �������� ����������� ����������� �����������
6HJPHQW�OLDELOLWLHV� ���������� �������� ���������� ���������� �����������
�

� �
�
� � �

� ������
� �

&OLQNHU�DQG�
FHPHQW� 2WKHUV� 7RWDO�

$GMXVWPHQWV�
DQG�

HOLPLQDWLRQV� &RQVROLGDWHG�
� �,Q�7KRXVDQGV��
5HYHQXH�� � � � � �
� ([WHUQDO�FXVWRPHUV� ଑����������� ଑�������� ଑����������� �଑��������� ଑�����������
� ,QWHU�VHJPHQW� ������� �� ������� ��������� ��
� ଑����������� ଑�������� ଑����������� �଑��������� ଑�����������

2SHUDWLQJ�(%,7'$� ଑���������� ଑�������� ଑���������� �଑��������� ଑����������
6HJPHQW�DVVHWV� ����������� �������� ����������� ���������� �����������
6HJPHQW�OLDELOLWLHV� ���������� �������� ���������� ���������� �����������
� � � � � �

BBBBBBBBBBBBBBBBBBBBB�

�&KLHI�RSHUDWLQJ�GHFLVLRQ�PDNHU�LV�FRPSRVHG�RI�WKH�*URXS¶V�([HFXWLYH�&RPPLWWHH�
�
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��� 5HWDLQHG�(DUQLQJV�

�
7KH�%2'�GLG�QRW�GHFODUH�DQ\�FDVK�GLYLGHQGV�DV�RI�-XQH�����������
�

�
,QWHULP�'LVFORVXUHV�

�
2Q����0D\�������DQ�DJUHHPHQW�IRU�WKH�VDOH�DQG�SXUFKDVH�RI�VKDUHV�LQ�WKH�&RPSDQ\�ZDV�H[HFXWHG�E\�
+ROGHUILQ�%�9���)LUVW�6WURQJKROG�&HPHQW� ,QGXVWULHV�� ,QF���6DQ�0LJXHO�&RUSRUDWLRQ�DQG�/DIDUJHKROFLP�
/WG�� 6XEMHFW� WR� WKH� 3KLOLSSLQH� &RPSHWLWLRQ� &RPPLVVLRQ
V� ��3&&
V��� SULRU� ZULWWHQ� DSSURYDO� DQG�
IXOILOOPHQW�RI�FXVWRPDU\�FORVLQJ�FRQGLWLRQV��LW�ZDV�DJUHHG�WKDW�+ROGHUILQ�%�9��VKDOO�VHOO�LWV�VKDUHV�LQ�WKH�
&RPSDQ\� DQG� VKDOO� SURFXUH� &HPFR� +ROGLQJV�� ,QF�� DQG� 8QLRQ� &HPHQW� +ROGLQJV� &RUSRUDWLRQ� WR�
OLNHZLVH� VHOO� WKHLU� VKDUHV� LQ� WKH� &RPSDQ\� WR� )LUVW� 6WURQJKROG� &HPHQW� ,QGXVWULHV�� ,QF�� ��3URSRVHG�
7UDQVDFWLRQ����
�
2Q� ���0D\� ������ WKH� DIRUHPHQWLRQHG� DJUHHPHQW� ODSVHG�� +HQFH� WKH� 3URSRVHG� 7UDQVDFWLRQ� ZLOO� QR�
ORQJHU�SURFHHG����
�
$VLGH� IURP�WKH�GLVFORVXUH�DERYH�� WKH�*URXS� LV�QRW�DZDUH�RI� WKH� IROORZLQJ�RU� LV�QRW�DSSOLFDEOH� WR� WKH�
*URXS¶V�LQWHULP�RSHUDWLRQV��
��
��� 8QXVXDO�LWHPV�WKDW�PDWHULDOO\�DIIHFW�WKH�*URXS¶V�FRQVROLGDWHG�DVVHWV��OLDELOLWLHV��HTXLW\��QHW�LQFRPH�

RU�FDVK�IORZV�EHFDXVH�RI�WKHLU�QDWXUH��VL]H�RU�LQFLGHQWV��
�
��� &KDQJHV� LQ�HVWLPDWHV�RI�DPRXQWV� UHSRUWHG� LQ�SULRU� ILQDQFLDO� \HDUV� WKDW�KDYH�D�PDWHULDO�HIIHFW� LQ�

WKH�FXUUHQW�SHULRG��
�
��� ,VVXDQFHV�DQG�UHSXUFKDVHV�RI�HTXLW\�VHFXULWLHV��
�
��� 0DWHULDO�FKDQJHV�LQ�FRQWLQJHQW�OLDELOLWLHV�RU�FRQWLQJHQW�DVVHWV�VLQFH�WKH�ODVW�DQQXDO�EDODQFH�VKHHW�

GDWH��
�
��� ([LVWHQFH� RI� PDWHULDO� FRQWLQJHQFLHV� DQG� RWKHU� HYHQWV� RI� WUDQVDFWLRQV� WKDW� DUH� PDWHULDO� WR� DQ�

XQGHUVWDQGLQJ�RI�WKH�FXUUHQW�LQWHULP�SHULRG��
�
��� .QRZQ� WUHQGV�� GHPDQGV�� FRPPLWPHQWV�� HYHQWV� DQG� XQFHUWDLQWLHV� WKDW� ZLOO� UHVXOW� LQ� RU� OLNHO\� WR�

GHFUHDVH�LWV�OLTXLGLW\� LQ�DQ\�PDWHULDO�ZD\���7KH�*URXS�GRHV�QRW�DQWLFLSDWH�KDYLQJ�ZLWKLQ�WKH�QH[W�
WZHOYH������PRQWKV�DQ\�FDVK�IORZ�RU�OLTXLGLW\�SUREOHPV�QRU�GRHV�LW�DQWLFLSDWH�DQ\�GHIDXOW�RU�EUHDFK�
RI�DQ\�RI�LWV�H[LVWLQJ�QRWHV��ORDQV��OHDVHV��RWKHU�LQGHEWHGQHVV�RU�ILQDQFLQJ�DUUDQJHPHQWV�UHTXLULQJ�
LW�WR�PDNH�SD\PHQWV��

�
��� (YHQWV�WKDW�ZLOO�WULJJHU�GLUHFW�RU�FRQWLQJHQW�PDWHULDO�ILQDQFLDO�REOLJDWLRQV�WR�WKH�*URXS��
�
��� 0DWHULDO� RII�EDODQFH� VKHHW� WUDQVDFWLRQV�� DUUDQJHPHQWV�� REOLJDWLRQV� �GLUHFW� RU� FRQWLQJHQW��� DQG�

RWKHU�UHODWLRQVKLSV�RI�WKH�*URXS�ZLWK�XQFRQVROLGDWHG�HQWLWLHV�RU�RWKHU�SHUVRQV�FUHDWHG�GXULQJ�WKH�
\HDU��

�
��� .QRZQ�WUHQGV��HYHQWV�RU�XQFHUWDLQWLHV� WKDW�KDYH�KDG�RU� WKDW�DUH� UHDVRQDEO\�H[SHFWHG� WR�KDYH�D�

PDWHULDO�IDYRUDEOH�LPSDFW�RQ�QHW�VDOHV�UHYHQXHV�LQFRPH�IURP�FRQWLQXLQJ�RSHUDWLRQV��
�
����6LJQLILFDQW�HOHPHQWV�RI�LQFRPH�RU�ORVV�WKDW�GLG�QRW�DULVH�IURP�WKH�*URXS¶V�FRQWLQXLQJ�RSHUDWLRQV��

�
����0DWHULDO� HYHQWV� VXEVHTXHQW� WR� HQG� RI� WKH� UHSRUWLQJ� SHULRG� WKDW� KDYH� QRW� EHHQ� UHIOHFWHG� LQ� WKLV�

UHSRUW��
�
����0DWHULDO� FKDQJHV� LQ� WKH� FRPSRVLWLRQ� RI� WKH� *URXS�� LQFOXGLQJ� DQ\� EXVLQHVV� FRPELQDWLRQ��

DFTXLVLWLRQ�RU�GLVSRVDO�RI�VXEVLGLDULHV�DQG�ORQJ�WHUP�LQYHVWPHQWV��UHVWUXFWXULQJV�DQG�GLVFRQWLQXLQJ�
RSHUDWLRQV��

�
����$Q\�VHDVRQDO�DVSHFW�WKDW�KDG�D�PDWHULDO�HIIHFW�RQ�WKH�ILQDQFLDO�FRQGLWLRQ�RU�UHVXOWV�RI�RSHUDWLRQ��
� �
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� 0DWHULDO�&KDQJHV�LQ�%DODQFH�6KHHW�$FFRXQWV�
�
�
���GHFUHDVH�LQ�&DVK�DQG�FDVK�HTXLYDOHQWV�
0DLQO\�GXH� WR�SD\PHQW�RI�VKRUW�WHUP� ORDQV�QHW�RI�KLJKHU�FDVK�JHQHUDWHG� IURP�RSHUDWLRQV�DQG� ORZHU�
FDSLWDO�H[SHQGLWXUHV���
�
����GHFUHDVH�LQ�7UDGH�DQG�RWKHU�UHFHLYDEOHV���QHW�
3ULPDULO\�GXH�WR�KLJKHU�WKLUG�SDUW\�FROOHFWLRQV��QHW�RI�DSSOLFDWLRQ�RI�DGYDQFHV�IURP�FXVWRPHUV��
�
���GHFUHDVH�LQ�,QYHQWRULHV�
'HFUHDVH�ZDV�GXH� WR�KLJKHU�FRQVXPSWLRQ�RI� LQYHQWRU\� DV� WKH�SODQWV� UHVXPHG� LWV�RSHUDWLRQV�FRPLQJ�
IURP�WKH�OLIWLQJ�RI�WKH�JRYHUQPHQW�LPSRVHG�FRPPXQLW\�TXDUDQWLQH��DQG�UDWLRQDOL]HG�SXUFKDVH�SODQ�WR�
VXSSOLHUV��
�
���GHFUHDVH�LQ�6KRUW�WHUP�ILQDQFLDO�UHFHLYDEOHV�
'HFUHDVH�ZDV�GXH�WR�FROOHFWLRQ�RI�ORDQV�H[WHQGHG�WR�D�UHODWHG�SDUW\��
�
����LQFUHDVH�LQ�2WKHU�FXUUHQW�DVVHWV�
,QFUHDVH�SHUWDLQV�PRVWO\�WR�SUHSDLG�5HDO�3URSHUW\�7D[HV�DQG�EXVLQHVV�WD[HV�RI�VLWHV��
�
����GHFUHDVH�LQ�5LJKW�RI�8VH�$VVHWV� �
0DLQO\�GXH�WR�WKH�GHSUHFLDWLRQ�H[SHQVH�UHFRJQL]HG�IRU�WKH�SHULRG��
�
����GHFUHDVH�LQ�/RDQ�SD\DEOHV�
0DLQO\�GXH�WR�WKH�IXOO�VHWWOHPHQW�RI�ORDQ�H[WHQGHG�E\�WKLUG�SDUWLHV�DQG�UHODWHG�SDUW\��
�
���LQFUHDVH�LQ�7UDGH�DQG�RWKHU�SD\DEOHV�
+LJKHU�SD\DEOHV�IURP�GHIHUUDO�RI�SD\PHQWV� WR�IRFXV�PRUH�RQ�WKH�FULWLFDO�YHQGRUV�GXH�WR�VWRSSDJH�RI�
RSHUDWLRQV�GXULQJ�WKH�FRPPXQLW\�TXDUDQWLQH��
�
����GHFUHDVH�LQ�,QFRPH�WD[�SD\DEOH�
0DLQO\�GXH�WR�WKH�LQFRPH�WD[�SDLG��QHW�RI�LQFRPH�WD[�H[SHQVH�ZKLFK�ZDV�ORZHU�GXH�IURP�ORZHU�LQFRPH�
JHQHUDWLRQ��
�
����GHFUHDVH�LQ�OHDVH�OLDELOLW\�FXUUHQW�SRUWLRQ�
0DLQO\�GXH�WR�WKH�SD\PHQW�RI�OHDVHV�IRU�WKH�TXDUWHU��
�
����LQFUHDVH�LQ�GHIHUUHG�WD[�OLDELOLWLHV���QHW�
0DLQO\�GXH�WR�WKH�DFFUXDOV�DQG�SHQVLRQ�OLDELOLW\��
�
���LQFUHDVH�LQ�5HWDLQHG�HDUQLQJV�
'XH�WR�QHW�SURILW�UHFRJQL]HG�IRU�WKH�SHULRG��
�
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0DWHULDO�&KDQJHV�LQ�,QFRPH�6WDWHPHQW�$FFRXQWV�
�
��
����GHFUHDVH�LQ�1HW�VDOHV�
0DLQO\� GXH� WR� ORZHU� YROXPHV� VROG� IURP� WKH� LQWHUUXSWLRQ� LQ� WKH� VDOHV� RSHUDWLRQV� DV� D� UHVXOW� RI� WKH�
ORFNGRZQ�LPSOHPHQWHG�E\�WKH�JRYHUQPHQW��
�
����GHFUHDVH�LQ�&RVW�RI�JRRGV�VROG�
0DLQO\� DWWULEXWDEOH� WR� ORZHU� YROXPHV� SURGXFHG� GXH� WR� VWRSSDJH� RI� RSHUDWLRQV�� 2WKHU� WKDQ� ORZHU�
YROXPHV� �VROG�� WUDQVSRUWHG�DQG�SURGXFHG��FRVW�RI�JRRGV�VROG�ZDV� ORZHU�GULYHQ�E\� ORZHU� IL[HG�FRVW��
ORZHU�HQHUJ\�FRVW�IURP�UHQHJRWLDWHG�SURFXUHPHQW�SULFHV��DV�ZHOO�DV�ORZHU�IUHLJKW�FRVWV��
�
����GHFUHDVH�LQ�2SHUDWLQJ�H[SHQVHV�
0DLQO\� DWWULEXWDEOH� WR� DEVHQFH� RU� GHIHUUDO� RI� FRVWV� UHVXOWLQJ� LQ� ORZHU� �D�� PDUNHWLQJ� H[SHQVHV�� �E��
DGPLQLVWUDWLYH�H[SHQVHV�DQG��F��ODERU�DQG�RWKHU�SHUVRQQHO�H[SHQVHV��
�
���LQFUHDVH�LQ�'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ�
0DLQO\� GXH� WR� DGGLWLRQDO� GHSUHFLDWLRQ� H[SHQVHV� IURP� .DOD\DDQ� �� 3URMHFW� ZKLFK� ZHUH� IRUPDOO\�
FRPPLVVLRQHG�LQ�4��4��������
�
����GHFUHDVH�LQ�1HW�ILQDQFLDO�H[SHQVHV�
0DLQO\�GXH�WR�IDYRUDEOH�PRYHPHQW�LQ�ILQDQFLDO�H[SHQVHV�IURP�WKLUG�SDUW\�DV�D�UHVXOW�RI�VHWWOHPHQW�RI�
ORDQV��$YHUDJH�LQWHUHVW�UDWH�DV�RI�-XQH������ZDV�DOVR�ORZHU�FRPSDUHG�WR�WKDW�RI�WKH�VDPH�SHULRG�ODVW�
\HDU��
�
����GHFUHDVH�LQ�,QFRPH��([SHQVHV��RQ�QRQ�RSHUDWLQJ�DVVHWV�
0DLQO\�GXH�WR�VKDUH�LQ�WKH�DFFXPXODWHG�XQGLVWULEXWHG�ORVVHV�LQFXUUHG�E\�DVVRFLDWH�IRU�WKH�ILUVW�KDOI�RI�
WKH�\HDU��
�
����GHFUHDVH�LQ�3URYLVLRQ�IRU�LQFRPH�WD[�
'XH�WR�ORZHU�WD[DEOH�LQFRPH�IRU�WKH�KDOI�RI�WKH�\HDU��

�
���GHFUHDVH�LQ�1RQFRQWUROOLQJ�LQWHUHVW�LQ�QHW�LQFRPH�
0DLQO\�GXH�WR�ORZHU�SURILW�RI�VXEVLGLDULHV�FRPSDUHG�WR�VDPH�SHULRG�ODVW�\HDU�
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����)RU�WKH�TXDUWHUO\�SHULRG�HQGHG���� 6HSWHPEHU���������� � �
���
����&RPPLVVLRQ�LGHQWLILFDWLRQ�QXPEHU�� �������������%,5�7D[�,GHQWLILFDWLRQ�1R�����������������
�
����([DFW�QDPH�RI�LVVXHU�DV�VSHFLILHG�LQ�LWV�FKDUWHU�+2/&,0�3+,/,33,1(6��,1&�� � � �
�������
����3URYLQFH��FRXQWU\�RU�RWKHU�MXULVGLFWLRQ�RI�LQFRUSRUDWLRQ�RU�RUJDQL]DWLRQ�5HSXEOLF�RI�WKH�3KLOLSSLQHV��
����,QGXVWU\�&ODVVLILFDWLRQ�&RGH���� � ���6(&�8VH�2QO\�� �
��
�����$GGUHVV�RI�LVVXHU
V�SULQFLSDO�RIILFH�����������������������������������������������������3RVWDO�&RGH�
�
������WK�)ORRU�7ZR�:RUOG�6TXDUH��0F.LQOH\�+LOO��)RUW�%RQLIDFLR��7DJXLJ�&LW\������ � � �
����,VVXHU
V�WHOHSKRQH�QXPEHU��LQFOXGLQJ�DUHD�FRGH�����������������
����)RUPHU�QDPH��IRUPHU�DGGUHVV�DQG�IRUPHU�ILVFDO�\HDU��LI�FKDQJHG�VLQFH�ODVW�UHSRUW����1��$�� �
�
����6HFXULWLHV�UHJLVWHUHG�SXUVXDQW�WR�6HFWLRQV���DQG����RI�WKH�&RGH��RU�6HFWLRQV���DQG���RI�WKH�56$��
�
� 7LWOH�RI�HDFK�&ODVV� � � � � 1XPEHU�RI�VKDUHV�RI�FRPPRQ��
� � � � � � � � VWRFN�RXWVWDQGLQJ�DQG�DPRXQW��
� � � � � � � � ��������RI�GHEW�RXWVWDQGLQJ�
�
� &RPPRQ�6KDUHV� � � � � �������������������������
�
�����$UH�DQ\�RU�DOO�RI�WKH�VHFXULWLHV�OLVWHG�RQ�D�6WRFN�([FKDQJH"�
�
� <HV���>�[@����1R���>���@�
�

,I�\HV��VWDWH�WKH�QDPH�RI�VXFK�6WRFN�([FKDQJH�DQG�WKH�FODVV�HV�RI�VHFXULWLHV�OLVWHG�WKHUHLQ��
�
3KLOLSSLQH�6WRFN�([FKDQJH��,QF�� � � � &RPPRQ�6KDUHV�

��
�����,QGLFDWH�E\�FKHFN�PDUN�ZKHWKHU�WKH�UHJLVWUDQW���
�

�D�� KDV� ILOHG� DOO� UHSRUWV� UHTXLUHG� WR� EH� ILOHG� E\� 6HFWLRQ� ��� RI� WKH� &RGH� DQG� 65&� 5XOH� ���
WKHUHXQGHU�RU�6HFWLRQV����RI�WKH�56$�DQG�56$�5XOH����D����WKHUHXQGHU��DQG�6HFWLRQV����
DQG� ���� RI� WKH� &RUSRUDWLRQ� &RGH� RI� WKH� 3KLOLSSLQHV�� GXULQJ� WKH� SUHFHGLQJ� WZHOYH� �����
PRQWKV��RU�IRU�VXFK�VKRUWHU�SHULRG�WKH�UHJLVWUDQW�ZDV�UHTXLUHG�WR�ILOH�VXFK�UHSRUWV��

�
� <HV��>�[�@�����1R���>���@�
�
� �E��KDV�EHHQ�VXEMHFW�WR�VXFK�ILOLQJ�UHTXLUHPHQWV�IRU�WKH�SDVW�QLQHW\������GD\V��
��
� <HV���>�[�@����1R���>���@�
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([KLELW�,�±�&RQVROLGDWHG�%DODQFH�6KHHWV�DV�RI�6HSWHPEHU����������DQG�'HFHPEHU����������
([KLELW� ,,�±�&RQVROLGDWHG�6WDWHPHQWV�RI� ,QFRPH�IRU� WKH�TXDUWHUV�HQGHG�6HSWHPEHU����������

DQG�������
([KLELW�,,,�±�&RQVROLGDWHG�6WDWHPHQWV�RI�&RPSUHKHQVLYH�,QFRPH�IRU�WKH�TXDUWHUV�HQGHG��

6HSWHPEHU����������DQG������
([KLELW� ,9� ±� &RQVROLGDWHG� 6WDWHPHQWV� RI� &KDQJHV� LQ� 6WRFNKROGHUV¶� (TXLW\� IRU� WKH� TXDUWHUV�

HQGHG�6HSWHPEHU����������DQG�������
([KLELW� 9� ±�&RQVROLGDWHG�6WDWHPHQWV�RI�&DVK�)ORZV� IRU� WKH�TXDUWHUV� HQGHG�6HSWHPEHU�����

�����DQG������
([KLELW�9,�±�$JLQJ�RI�7UDGH�DQG�2WKHU�5HFHLYDEOHV�DV�RI�6HSWHPEHU����������
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$V�RI�6HSWHPEHU����������DQG�'HFHPEHU����������
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�
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͞� �
����'HF������

$66(76�
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&XUUHQW�$VVHWV� � � � �
&DVK�DQG�FDVK�HTXLYDOHQWV� � 3 ���������� � 3 ����������
7UDGH�DQG�RWKHU�UHFHLYDEOHV���QHW� � ���������� � �����������
,QYHQWRULHV� � ���������� � ����������
6KRUW�WHUP�ILQDQFLDO�UHFHLYDEOHV� � �������� � ��������
2WKHU�FXUUHQW�DVVHWV� � �������� � ��������
���7RWDO�&XUUHQW�$VVHWV� � ���������� � �����������
1RQFXUUHQW��$VVHWV� � � � �
,QYHVWPHQWV� � ���������� � ����������
3URSHUW\��SODQW�DQG�HTXLSPHQW�±�QHW� � ����������� � �����������
5LJKW�RI�XVH�DVVHWV� � ���������� � ����������
*RRGZLOO� � ���������� � ����������
,QWDQJLEOHV�±�QHW� � ������� � �������
5HWLUHPHQW�DVVHWV�±�QHW� � ���������� � ����������
2WKHU�QRQFXUUHQW�DVVHWV� � ������������ � ����������
���7RWDO�1RQFXUUHQW�$VVHWV� � ����������� � �����������
�� � ����������� � �����������
/,$%,/,7,(6�$1'�672&.+2/'(56
�(48,7<� � �� � �
&XUUHQW�/LDELOLWLHV� � � � �
7UDGH�DQG�RWKHU�SD\DEOHV� � ����������� � �����������
/RDQ�SD\DEOHV� � �������� � ����������
&XUUHQW�SRUWLRQ�RI�OHDVH�OLDELOLWLHV� � ���������� � ��������
,QFRPH�WD[�SD\DEOH� � �������� � ��������
���7RWDO�&XUUHQW�/LDELOLWLHV� � ����������� � �����������
1RQFXUUHQW�/LDELOLWLHV� � � � �
/RQJ�WHUP�OHDVH�OLDELOLWLHV� � ���������� � ����������
3URYLVLRQV� � ������� � �������
'HIHUUHG�WD[�OLDELOLWLHV�±�QHW� � �������� � ��������
���7RWDO�1RQFXUUHQW�/LDELOLWLHV� � ���������� � ����������
(TXLW\�$WWULEXWDEOH�WR�(TXLW\�+ROGHUV�RI�3DUHQW� � � � �
&DSLWDO�VWRFN� � ���������� � ����������
$GGLWLRQDO�SDLG�LQ�FDSLWDO� � ���������� � ����������
5HPHDVXUHPHQW�ORVV�RQ�UHWLUHPHQW�EHQHILWV���QHW� � ���������� � �����������
2WKHU�UHVHUYHV� � ������ � ������
5HWDLQHG�HDUQLQJV� � ����������� � �����������
� � ����������� � �����������
1RQFRQWUROOLQJ�,QWHUHVW� � ������� � ��������
���7RWDO�6WRFNKROGHUV
�(TXLW\� � ����������� � �����������
� � 3 ����������� � ଑�����������
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)RU�WKH�TXDUWHUV�HQGHG�6HSWHPEHU����������DQG������
�,Q�7KRXVDQGV��([FHSW�3HU�6KDUH�'DWD��

�
�

� � 4XDUWHU�(QGHG� 1LQH�����0RQWKV�(QGHG�
�� � -XO�6HS������ -XO�6HS������ -DQ�6HS������ -DQ�6HS������
� � � � � �

1HW�6DOHV� � 3 ���������� 3 ���������� 3 ����������� 3 �����������
&RVW�RI�VDOHV� � ���������� ���������� ����������� �����������
*URVV�3URILW� � ���������� ���������� ���������� ����������
2SHUDWLQJ�H[SHQVHV� � �������� �������� �������� ����������
2SHUDWLQJ�(%,7'$� � ���������� ���������� ���������� ����������
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� � �������� �������� ���������� ����������
3URILW�IURP�2SHUDWLRQV� � ���������� �������� ���������� ����������
2WKHU�LQFRPH��H[SHQVHV�� � � � � �
1HW�ILQDQFLDO�H[SHQVH� � ��������� ���������� ���������� ����������
2WKHU�LQFRPH���QHW� � ������� ������� ������� �������

��7RWDO� � ��������� ��������� ���������� ����������
3URILW�EHIRUH�,QFRPH�7D[� � �������� �������� ���������� ����������
3URYLVLRQ��EHQHILW�IURP��IRU�
LQFRPH�WD[� � � � � �
&XUUHQW�� � �������� �������� �������� ��������
'HIHUUHG� � ������� ��������� ������� ����������

� � �������� �������� �������� ��������
3URILW�IRU�WKH�3HULRG� � �������� �������� ���������� ����������
1RQFRQWUROOLQJ�LQWHUHVW� � ������ ������ ������ ������
3URILW�IRU�WKH�SHULRG�DWWULEXWDEOH�

WR�(TXLW\�KROGHUV�RI�WKH�
3DUHQW�&RPSDQ\� � 3 �������� 3 �������� 3 ���������� 3 ����������

�
%DVLF�'LOXWHG�(DUQLQJV��
����3HU�6KDUH��(36��

� �
�

�

&RPSXWDWLRQ�RI�(36�� � � � �
�D���3URILW�IRU�WKH�SHULRG�
DWWULEXWDEOH�WR�(TXLW\�KROGHUV�RI�
WKH�SDUHQW�FRPSDQ\� �3 �������� 3 �������� 3 ���������� 3 ����������
�E���&RPPRQ�VKDUHV�LVVXHG�DQG�
RXWVWDQGLQJ� ���������� ���������� ���������� ����������
(36�>�D���E�@� 3 ������ 3 ������ 3 ������ 3 ������

�
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�
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([KLELW�,,,�
�

+2/&,0�3+,/,33,1(6��,1&��
&2162/,'$7('�67$7(0(176�2)�&2035(+(16,9(�,1&20(�

)RU�WKH�TXDUWHUV�HQGHG�6HSWHPEHU����������DQG������
�,Q�7KRXVDQGV��

�
�

� 4XDUWHU�(QGHG� 1LQH�����0RQWKV�(QGHG�
�� -XO�6HS������ -XO�6HS������ -DQ�6HS������ -DQ�6HS������
� � � � �

3URILW�IRU�WKH�3HULRG� 3 �������� 3 �������� 3 ���������� 3 ����������
� � � � �
2WKHU�&RPSUHKHQVLYH�/RVV� ±� ������ ±� ������

7RWDO�&RPSUHKHQVLYH�,QFRPH�� 3 �������� 3 �������� 3 ���������� 3 ����������
� � � � �

$WWULEXWDEOH�WR�� � � � �
(TXLW\�KROGHUV�RI�3DUHQW�
&RPSDQ\� �������� �������� ���������� ����������

1RQFRQWUROOLQJ�LQWHUHVW� ������ �������� ������ ��������
7RWDO�&RPSUHKHQVLYH�,QFRPH�� �3 �������� 3 �������� �3 ���������� 3 ����������

�
� �
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��

([KLELW�,9�
�

+2/&,0�3+,/,33,1(6��,1&��
&2162/,'$7('�67$7(0(176�2)�&+$1*(6�,1�672&.+2/'(56¶�(48,7<�

)RU�WKH�QLQH�����PRQWKV�HQGHG�6HSWHPEHU����������DQG������
�,Q�7KRXVDQGV��

�
�
�

�
�� -DQ�6HS������ -DQ�6HS������
&DSLWDO�6WRFN� � �
&RPPRQ�6WRFN� � �
��%DODQFH�DW�EHJLQQLQJ�RI�SHULRG� 3 ���������� 3 ����������
��,VVXDQFHV��5HWLUHPHQW�� �� ��
��%DODQFH�DW�HQG�RI�SHULRG� ���������� ����������
� � �
$GGLWLRQDO�3DLG�LQ�&DSLWDO� � �
��%DODQFH�DW�EHJLQQLQJ�RI�SHULRG� ���������� ����������
��,VVXDQFHV��5HWLUHPHQW�� �� ��
��%DODQFH�DW�HQG�RI�SHULRG� ���������� ����������
� � �
2WKHU�FRPSUHKHQVLYH�LQFRPH� ���������� ����������
�
2WKHU�UHVHUYHV� ������ ����
� � �
5HWDLQHG�(DUQLQJV� � �
��%DODQFH�DW�EHJLQQLQJ�RI�SHULRG� ����������� ����������
��3URILW�IRU�WKH�3HULRG� ���������� ����������
��%DODQFH�DW�HQG�RI�SHULRG� ����������� ����������
� � �
1RQFRQWUROOLQJ�,QWHUHVW� ������� �������
�� ଑����������� ଑�����������

�
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�
([KLELW�9�

�
+2/&,0�3+,/,33,1(6��,1&��

&2162/,'$7('�67$7(0(176�2)�&$6+�)/2:6�
)RU�WKH�QLQH�����PRQWKV�HQGHG�6HSWHPEHU����������DQG������

�,Q�7KRXVDQGV���
�
�

� �
�� -DQ�6HS������ -DQ�6HS������
� � �
2SHUDWLQJ�$FWLYLWLHV� � �
����3URILW�EHIRUH�,QFRPH�7D[� 3 ���������� 3 ����������
����$GMXVWPHQWV�WR�UHFRQFLOH�SURILW�WR�FDVK�� � �
�������'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� ���������� ����������
�������2WKHU�LWHPV��QHW�� ���������� ����������
�������&KDQJHV�LQ�FXUUHQW�DVVHWV�DQG�OLDELOLWLHV� �������� ��������
����&DVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV� ���������� ����������
� � �
,QYHVWLQJ�$FWLYLWLHV� � �
����$GGLWLRQV�WR�SODQW��SURSHUW\�DQG�HTXLSPHQW� ���������� �������������
����'HFUHDVH��LQFUHDVH��LQ�RWKHU�LQYHVWLQJ�DFWLYLWLHV� ������ ���������
����&DVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV� ���������� ������������
� � �
)LQDQFLQJ�$FWLYLWLHV� � �
����3D\PHQW�RI�VKRUW�WHUP�ORDQV� ������������ ������������
����3URFHHGV�IURP�VKRUW�WHUP�ORDQV� ������������ ±��
����5HSD\PHQW�RI�ORQJ�WHUP�OHDVHV� ���������� ����������
6KRUW�WHUP�ILQDQFLDO�UHFHLYDEOH�UHSDLG�E\�D��
UHODWHG�SDUW\� ������� ±�

����,QFUHDVH�LQ�VKRUW�WHUP�ILQDQFLDO�UHFHLYDEOHV� ��������� ���������
����&DVK�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV� ������������ ������������
1HW�GHFUHDVH�LQ�FDVK�DQG�FDVK�HTXLYDOHQWV� ���������� ������������
&DVK�DQG�FDVK�HTXLYDOHQWV��EHJLQQLQJ� ���������� ����������
(IIHFW�RI�H[FKDQJH�UDWH�FKDQJHV�RQ�FDVK�DQG�FDVK�

HTXLYDOHQWV� �������� ��������
&DVK�DQG�FDVK�HTXLYDOHQWV��HQG� 3 ���������� 3 ��������
� � �

�
�

�
�
�
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,WHP����0DQDJHPHQW
V�'LVFXVVLRQ�DQG�$QDO\VLV�RI�)LQDQFLDO�&RQGLWLRQ�DQG�5HVXOWV�RI�
2SHUDWLRQV�

�
5HVXOWV�RI�2SHUDWLRQV�

� �
7KH�*URXS�SRVWHG�QHW�VDOHV�RI�3 �����ELOOLRQ��ORZHU�E\�����FRPSDUHG�WR�3 �����ELOOLRQ�UHSRUWHG�LQ�WKH�
VDPH�SHULRG�ODVW�\HDU�ERWK�IURP�ORZHU�YROXPH�DQG�SULFH��9ROXPH�DV�RI�6HSWHPEHU������ZDV�DIIHFWHG�
E\� WKH�VWRSSDJH�DQG�VORZGRZQ� LQ� WKH�RSHUDWLRQV�GXH� WR� ORFNGRZQ� LPSOHPHQWHG�E\� WKH�JRYHUQPHQW�
VWDUWLQJ�IURP�VHFRQG�KDOI�RI�0DUFK�XQWLO�HQG�RI�0D\�� �7KHUH�ZDV� LPSURYHPHQW� LQ�VDOHV� IURP�-XQH�WR�
-XO\�DQG�QRUPDOL]DWLRQ�WLOO�6HSWHPEHU��0RVW�RI� WKH�FOXVWHUV� LQ�/X]RQ�H[KLELWHG�YROXPH�JURZWK�GXH�WR�
LQFUHDVH�LQ�RSHUDWLQJ�GD\V��,Q�FRQWUDVW��0LQGDQDR�VLWHV�VKRZHG�D�GHFOLQH�GXH�WR�PDMRU�PDLQWHQDQFH�
VKXWGRZQ�LQ�'DYDR�DQG�RSHUDWLRQDO�FKDOOHQJHV�LQ�/XJDLW��<HDU�WR�GDWH�SULFHV�ZHUH�DOVR�DIIHFWHG�E\�WKH�
VKLIW�WR�SLFN�XS�DQG�FDVK�VDOHV�FRXSOHG�ZLWK�GRZQZDUG�SULFLQJ�DFWLRQV�LQ�UHVSRQVH�WR�FRPSHWLWLRQ���
�
7KH�*URXS�UHSRUWHG�WRWDO�(%,7'$�RI�3 ����ELOOLRQ��ORZHU�E\�����DV�FRPSDUHG�WR�3 ����ELOOLRQ�UHSRUWHG�
GXULQJ� WKH� VDPH� SHULRG� ODVW� \HDU��8QIDYRUDEOH� YDULDQFH�ZDV�PDLQO\� DWWULEXWDEOH� WR� ORZHU� UHYHQXHV��
&RVW� RI� JRRGV� VROG� ZDV� ORZHU� GULYHQ� E\� ORZHU� SURGXFWLRQV� FRVWV� IURP� ORZHU� IL[HG� FRVW� GXH� WR�
HIILFLHQFLHV� DQG� DJJUHVVLYH� FRVW� UHGXFWLRQV�� )DYRUDEOH� YDULDEOH� FRVWV� DOVR� UHJLVWHUHG� GXH� WR�
SURFXUHPHQW� QHJRWLDWLRQV� IRU� UDZ� PDWHULDOV�� IXHOV� DQG� HOHFWULFLW\�� DQG� IUHLJKW�� � 'LVWULEXWLRQ� FRVWV�
EHQHILWHG�IURP�ORZHU�RXWERXQG�UDWLR��6XSSRUW�SURFHVV�FRVWV�ZHUH�DOVR�ORZHU�IURP�DEVHQFH�RU�GHIHUUDO�
RI� FRVWV�GXH� WR� ORFNGRZQ�� 7KH�*URXS�PDQDJHG� WR� LQFXU� ORZHU� ILQDQFLDO� H[SHQVHV� IURP� ORZHU� VKRUW�
WHUP�ORDQV�DQG�OHDVH�OLDELOLWLHV��1HW�LQFRPH�DIWHU�WD[�VWRRG�DW�3 �����PLOOLRQ�JLYLQJ�HDUQLQJV�SHU�VKDUH�
RI�3 ������
�

)LQDQFLDO�3RVLWLRQ�
�
7KH�*URXS¶V� ILQDQFLDO� SRVLWLRQ� UHPDLQHG� KHDOWK\� ZLWK� VWDEOH� FDVK� SRVLWLRQ�� +RZHYHU�� WKH� UHWXUQ� RQ�
DVVHWV�GHFOLQHG� WR������DV�RI�6HSWHPEHU����������ZKLFK� LV� ORZHU� WKDQ������IURP�WKH�VDPH�SHULRG�
ODVW� \HDU� SULPDULO\� GXH� WR� ORZHU� LQFRPH� JHQHUDWHG� GXULQJ� WKH� SHULRG�� 7RWDO� DVVHWV� VWRRG� DW� 3 ������
ELOOLRQ�DV�RI�6HSWHPEHU��������������ORZHU�IURP�HQG�RI�������
�

&DVK�)ORZ�*HQHUDWLRQ�
��

7KH�*URXS¶V�FDVK�UHTXLUHPHQWV�ZHUH�PDLQO\�VRXUFHG�WKURXJK�FDVK�IURP�RSHUDWLQJ�DFWLYLWLHV�DQG�VKRUW�
WHUP�ILQDQFLQJ� OLDELOLWLHV� IURP�WKLUG�SDUWLHV�� �$V�RI�6HSWHPEHU����������� WKHUH�DUH�QR� WKLUG�SDUW\� ORDQ�
SD\DEOHV� DV� WKHVH�ZHUH� SDLG� LQ� IXOO� LQ�0D\�DQG� RXWVWDQGLQJ� ORDQ� IURP�D� UHODWHG�SDUW\�ZDV�SDUWLDOO\��
VHWWOHG��3OHDVH�UHIHU�WR�WKH�DWWDFKHG�VWDWHPHQW�RI�FDVK�IORZ�IRU�GHWDLOV���
� �
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�
.H\�3HUIRUPDQFH�,QGLFDWRUV�

�
7KH�FRPSDUDWLYH� ILQDQFLDO�.3,¶V�RI� WKH�*URXS� IRU� WKH�SHULRGV�HQGHG�6HSWHPEHU����������DQG������
ZHUH�DV�IROORZV��
� � � �

)LQDQFLDO�.3,� 'HILQLWLRQ�

)RU�WKH�SHULRG�
HQGHG�6HSWHPEHU����
����� �����

3URILWDELOLW\� �� �� ��

��5HWXUQ�RQ�(TXLW\��52(��
1HW�,QFRPH�

����� �����$YH��7RWDO�6KDUHKROGHUV
�
(TXLW\�

� � � �

5HWXUQ�RQ�$VVHW��52$�� 1HW�,QFRPH� ����� �����
$YHUDJH�7RWDO�$VVHWV�

� � � �
(IILFLHQF\� �� � �

(%,7'$�0DUJLQ� 2SHUDWLQJ�(%,7'$� ������ ������
1HW�6DOHV�

�� �� � �
/LTXLGLW\� �� � �

���*HDULQJ� 1HW�)LQDQFLDO�'HEW��$VVHW�� ������� ������
6WRFNKROGHUV
�(TXLW\�

�� �� � �

(%,7'$�1HW�,QWHUHVW�&RYHU� 2SHUDWLQJ�(%,7'$� �����WLPHV� �����WLPHV�
1HW�,QWHUHVW��

�
3URILWDELOLW\�DQG�(IILFLHQF\�
�
3URILWDELOLW\�LQGLFDWRUV�KDYH�GHFUHDVHG�DV�FRPSDUHG�WR�WKH�VDPH�SHULRG�ODVW�\HDU�GXH�WR�ORZHU�LQFRPH�
DQG�KLJKHU�HTXLW\� IURP�DGGLWLRQDO� LQFRPH�JHQHUDWHG�ZLWKLQ� WKH� \HDU�ZKLOH�HIILFLHQF\� LQGLFDWRUV�ZHUH�
ORZHU�WKDQ�WKH�VDPH�SHULRG�ODVW�\HDU�GXH�WR�ORZHU�LQFRPH�JHQHUDWHG�IURP�RSHUDWLRQV���
�
/LTXLGLW\�
�
7KH�*URXS¶V�OLTXLGLW\�SRVLWLRQ�UHPDLQV�VWURQJ�DV�HYLGHQFHG�E\�KLJKHU�FDVK�EDODQFH��
�
�
� �
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1RWHV�WR�)LQDQFLDO�6WDWHPHQWV�
�

��� 6XPPDU\�RI�6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV�
�

7KHVH� FRQGHQVHG� FRQVROLGDWHG� LQWHULP� ILQDQFLDO� VWDWHPHQWV� KDYH�EHHQ�SUHSDUHG� LQ� DFFRUGDQFH�
ZLWK�3$6����,QWHULP�)LQDQFLDO�5HSRUWLQJ�DQG�GR�QRW�LQFOXGH�DOO�RI�WKH�LQIRUPDWLRQ�DQG�GLVFORVXUHV�
UHTXLUHG� LQ� WKH�DQQXDO� ILQDQFLDO�VWDWHPHQWV��DQG�VKRXOG�EH�UHDG� LQ�FRQMXQFWLRQ�ZLWK� WKH�*URXS¶V�
DQQXDO�ILQDQFLDO�VWDWHPHQWV�DV�DW�'HFHPEHU�����������
�
7KH�DFFRXQWLQJ�SROLFLHV�DGRSWHG�DUH�FRQVLVWHQW�ZLWK�WKRVH�RI�WKH�SUHYLRXV�ILQDQFLDO�\HDU�H[FHSW�IRU�
WKH� DGRSWLRQ� RI� WKH� IROORZLQJ� DPHQGPHQWV� HIIHFWLYH� DIWHU� WKH� UHSRUWLQJ� SHULRG� HQGHG��
'HFHPEHU�����������
�
3)56�����,QVXUDQFH�&RQWUDFWV�

�
3)56� ��� HVWDEOLVKHV� WKH� SULQFLSOHV� IRU� WKH� UHFRJQLWLRQ�� PHDVXUHPHQW�� SUHVHQWDWLRQ� DQG�
GLVFORVXUH�RI�LQVXUDQFH�FRQWUDFWV�ZLWKLQ�WKH�VFRSH�RI�WKH�VWDQGDUG��7KH�REMHFWLYH�RI�3)56����LV�WR�
HQVXUH�WKDW�DQ�HQWLW\�SURYLGHV�UHOHYDQW�LQIRUPDWLRQ�WKDW�IDLWKIXOO\�UHSUHVHQWV�WKRVH�FRQWUDFWV��7KLV�
LQIRUPDWLRQ� JLYHV� D� EDVLV� IRU� XVHUV� RI� ILQDQFLDO� VWDWHPHQWV� WR� DVVHVV� WKH� HIIHFW� WKDW� LQVXUDQFH�
FRQWUDFWV�KDYH�RQ�WKH�HQWLW\
V�ILQDQFLDO�SRVLWLRQ��ILQDQFLDO�SHUIRUPDQFH�DQG�FDVK�IORZV��
�
7KH�NH\�SULQFLSOHV�LQ�3)56����DUH�WKDW�DQ�HQWLW\��

�
•� LGHQWLILHV� DV� LQVXUDQFH� FRQWUDFWV� WKRVH� FRQWUDFWV� XQGHU� ZKLFK� WKH� HQWLW\� DFFHSWV�

VLJQLILFDQW� LQVXUDQFH� ULVN� IURP� DQRWKHU� SDUW\� �WKH� SROLF\KROGHU�� E\� DJUHHLQJ� WR�
FRPSHQVDWH� WKH� SROLF\KROGHU� LI� D� VSHFLILHG� XQFHUWDLQ� IXWXUH� HYHQW� �WKH� LQVXUHG� HYHQW��
DGYHUVHO\�DIIHFWV�WKH�SROLF\KROGHU��

•� VHSDUDWHV�VSHFLILHG�HPEHGGHG�GHULYDWLYHV�� GLVWLQFW� LQYHVWPHQW� FRPSRQHQWV�DQG�GLVWLQFW�
SHUIRUPDQFH�REOLJDWLRQV�IURP�WKH�LQVXUDQFH�FRQWUDFWV��

•� GLYLGHV�WKH�FRQWUDFWV�LQWR�JURXSV�WKDW�LW�ZLOO�UHFRJQL]H�DQG�PHDVXUH��
•� UHFRJQL]HV�DQG�PHDVXUHV�JURXSV�RI�LQVXUDQFH�FRQWUDFWV�DW��

i.� D�ULVN�DGMXVWHG�SUHVHQW�YDOXH�RI�WKH�IXWXUH�FDVK�IORZV��WKH�IXOILOOPHQW�FDVK�IORZV��WKDW�
LQFRUSRUDWHV�DOO�RI�WKH�DYDLODEOH�LQIRUPDWLRQ�DERXW�WKH� IXOILOOPHQW�FDVK�IORZV�LQ�D�ZD\�
WKDW� LV�FRQVLVWHQW�ZLWK�REVHUYDEOH�PDUNHW�LQIRUPDWLRQ��SOXV��LI�WKLV�YDOXH� LV�D� OLDELOLW\��
RU�PLQXV��LI�WKLV�YDOXH�LV�DQ�DVVHW��

ii.� DQ�DPRXQW�UHSUHVHQWLQJ�WKH�XQHDUQHG�SURILW�LQ�WKH�JURXS�RI�FRQWUDFWV��WKH�FRQWUDFWXDO�
VHUYLFH�PDUJLQ���

x� UHFRJQL]HV� WKH� SURILW� IURP� D� JURXS� RI� LQVXUDQFH� FRQWUDFWV� RYHU� WKH� SHULRG� WKH� HQWLW\�
SURYLGHV�LQVXUDQFH�FRYHU��DQG�DV�WKH�HQWLW\�LV�UHOHDVHG�IURP�ULVN��,I�D�JURXS�RI�FRQWUDFWV�LV�
RU�EHFRPHV�ORVV�PDNLQJ��DQ�HQWLW\�UHFRJQL]HV�WKH�ORVV�LPPHGLDWHO\��

x� SUHVHQWV� VHSDUDWHO\� LQVXUDQFH� UHYHQXH� �WKDW� H[FOXGHV� WKH� UHFHLSW� RI� DQ\� LQYHVWPHQW�
FRPSRQHQW���LQVXUDQFH�VHUYLFH�H[SHQVHV��WKDW�H[FOXGHV�WKH�UHSD\PHQW�RI�DQ\�LQYHVWPHQW�
FRPSRQHQWV��DQG�LQVXUDQFH�ILQDQFH�LQFRPH�RU�H[SHQVHV��DQG�

x� GLVFORVHV� LQIRUPDWLRQ� WR� HQDEOH� XVHUV� RI� ILQDQFLDO� VWDWHPHQWV� WR� DVVHVV� WKH� HIIHFW� WKDW�
FRQWUDFWV� ZLWKLQ� WKH� VFRSH� RI� 3)56� ��� KDYH� RQ� WKH� ILQDQFLDO� SRVLWLRQ�� ILQDQFLDO�
SHUIRUPDQFH�DQG�FDVK�IORZV�RI�DQ�HQWLW\��

�
3)56� ��� LQFOXGHV� DQ� RSWLRQDO� VLPSOLILHG� PHDVXUHPHQW� DSSURDFK�� RU� SUHPLXP� DOORFDWLRQ�
DSSURDFK��IRU�VLPSOHU�LQVXUDQFH�FRQWUDFWV��
�
7KH�VWDQGDUG�LV�HIIHFWLYH�IRU�SHULRGV�EHJLQQLQJ�RQ�RU�DIWHU�-DQXDU\����������(DUOLHU�DSSOLFDWLRQ�LV�
SHUPLWWHG��

�
7KH�DGRSWLRQ�RI�WKH�QHZ�VWDQGDUG�GRHV�QRW�KDYH�DQ�LPSDFW�RQ�WKH�*URXS�IRU�LW�LV�QRW�DQ�LVVXHU�RI�
LQVXUDQFH�FRQWUDFWV��
�
$PHQGPHQWV�WR�3$6���DQG�3$6����'HILQLWLRQ�RI�0DWHULDO�
�
3$6������E�G��7KH�DPHQGPHQWV�UHODWH�WR�D�UHYLVHG�GHILQLWLRQ�RI�
PDWHULDO
��
³,QIRUPDWLRQ� LV�PDWHULDO� LI� RPLWWLQJ��PLVVWDWLQJ� RU� REVFXULQJ� LW� FRXOG� UHDVRQDEO\� EH� H[SHFWHG� WR�
LQIOXHQFH�GHFLVLRQV�WKDW� WKH�SULPDU\�XVHUV�RI�JHQHUDO�SXUSRVH�ILQDQFLDO�VWDWHPHQWV�PDNH�RQ�WKH�
EDVLV�RI�WKRVH�ILQDQFLDO�VWDWHPHQWV��ZKLFK�SURYLGH�ILQDQFLDO�LQIRUPDWLRQ�DERXW�D�VSHFLILF�UHSRUWLQJ�
HQWLW\�´�
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�
7KUHH�QHZ�DVSHFWV�RI�WKH�QHZ�GHILQLWLRQ�LQFOXGH��L��REVFXULQJ���LL��FRXOG�UHDVRQDEO\�EH�H[SHFWHG�WR�
LQIOXHQFH��DQG��LLL��SULPDU\�XVHUV��
�
7KH�DPHQGPHQWV�VWUHVV�HVSHFLDOO\�ILYH�ZD\V�PDWHULDO�LQIRUPDWLRQ�FDQ�EH�REVFXUHG��

�
•� LI�WKH�ODQJXDJH�UHJDUGLQJ�D�PDWHULDO�LWHP��WUDQVDFWLRQ�RU�RWKHU�HYHQW�LV�YDJXH�RU�XQFOHDU��
•� LI� LQIRUPDWLRQ�UHJDUGLQJ�D�PDWHULDO� LWHP��WUDQVDFWLRQ�RU�RWKHU�HYHQW� LV�VFDWWHUHG� LQ�GLIIHUHQW�

SODFHV�LQ�WKH�ILQDQFLDO�VWDWHPHQWV��
•� LI�GLVVLPLODU�LWHPV��WUDQVDFWLRQV�RU�RWKHU�HYHQWV�DUH�LQDSSURSULDWHO\�DJJUHJDWHG��
•� LI�VLPLODU�LWHPV��WUDQVDFWLRQV�RU�RWKHU�HYHQWV�DUH�LQDSSURSULDWHO\�GLVDJJUHJDWHG��DQG�
•� LI� PDWHULDO� LQIRUPDWLRQ� LV� KLGGHQ� E\� LPPDWHULDO� LQIRUPDWLRQ� WR� WKH� H[WHQW� WKDW� LW� EHFRPHV�

XQFOHDU�ZKDW�LQIRUPDWLRQ�LV�PDWHULDO��
�

7KH� DPHQGPHQWV� DUH� HIIHFWLYH� IRU� SHULRGV� EHJLQQLQJ� RQ� RU� DIWHU� -DQXDU\� ��� ������ (DUOLHU�
DSSOLFDWLRQ�LV�SHUPLWWHG��
�
7KH�0DQDJHPHQW�RI�WKH�*URXS�LV�VWLOO�HYDOXDWLQJ�WKH�LPSDFW�RI�WKHVH�QHZ�DPHQGPHQWV��
�
$PHQGPHQWV�WR�3)56����'HILQLWLRQ�RI�%XVLQHVV�

7KH�DPHQGPHQWV�DUH�WR��

•� FODULI\� WKDW� WR� EH� FRQVLGHUHG� D� EXVLQHVV�� DQ� DFTXLUHG� VHW� RI� DFWLYLWLHV� DQG� DVVHWV� PXVW�
LQFOXGH�� DW� D� PLQLPXP�� DQ� LQSXW� DQG� D� VXEVWDQWLYH� SURFHVV� WKDW� WRJHWKHU� VLJQLILFDQWO\�
FRQWULEXWH�WR�WKH�DELOLW\�WR�FUHDWH�RXWSXWV��

•� QDUURZ� WKH� GHILQLWLRQV� RI� D� EXVLQHVV� DQG� RI� RXWSXWV� E\� IRFXVLQJ� RQ� JRRGV� DQG� VHUYLFHV�
SURYLGHG�WR�FXVWRPHUV�DQG�E\�UHPRYLQJ�WKH�UHIHUHQFH�WR�DQ�DELOLW\�WR�UHGXFH�FRVWV��

•� DGG� JXLGDQFH� DQG� LOOXVWUDWLYH� H[DPSOHV� WR� KHOS� HQWLWLHV� DVVHVV� ZKHWKHU� D� VXEVWDQWLYH�
SURFHVV�KDV�EHHQ�DFTXLUHG��

•� UHPRYH� WKH� DVVHVVPHQW� RI� ZKHWKHU� PDUNHW� SDUWLFLSDQWV� DUH� FDSDEOH� RI� UHSODFLQJ� DQ\�
PLVVLQJ�LQSXWV�RU�SURFHVVHV�DQG�FRQWLQXLQJ�WR�SURGXFH�RXWSXWV��DQG�

•� DGG� DQ� RSWLRQDO� FRQFHQWUDWLRQ� WHVW� WKDW� SHUPLWV� D� VLPSOLILHG� DVVHVVPHQW� RI� ZKHWKHU� DQ�
DFTXLUHG�VHW�RI�DFWLYLWLHV�DQG�DVVHWV�LV�QRW�D�EXVLQHVV��

7KH�DPHQGPHQWV�DUH�HIIHFWLYH�IRU�EXVLQHVV�FRPELQDWLRQV�IRU�ZKLFK�WKH�DFTXLVLWLRQ�GDWH�LV�RQ�RU�
DIWHU�WKH�EHJLQQLQJ�RI�WKH�ILUVW�DQQXDO�UHSRUWLQJ�SHULRG�EHJLQQLQJ�RQ�RU�DIWHU�-DQXDU\���������DQG�
WR�DVVHW�DFTXLVLWLRQV�WKDW�RFFXU�RQ�RU�DIWHU�WKH�EHJLQQLQJ�RI�WKDW�SHULRG�

�
7KH�0DQDJHPHQW�RI�WKH�*URXS�LV�VWLOO�HYDOXDWLQJ�WKH�LPSDFW�RI�WKHVH�QHZ�DPHQGPHQWV��

� �
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1HZ�$FFRXQWLQJ�6WDQGDUGV�(IIHFWLYH�LQ��������$GRSWHG�E\�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV�
&RXQFLO��)56&��EXW�SHQGLQJ�IRU�DSSURYDO�E\�WKH�%RDUG�RI�$FFRXQWDQF\��
�
3,&� 4	$� 1R�� ��������� 3)56� ���� 5HYHQXH� IURP� &RQWUDFWV� ZLWK� &XVWRPHUV� ±� $FFRXQWLQJ� IRU�
6HUYLFH�&KDUJHV�
�
7KH� LQWHUSUHWDWLRQ� FODULILHV� WKH� WUHDWPHQW� RI� VHUYLFH� FKDUJHV� FROOHFWHG� IURP� KRWHO� JXHVWV� RU�
UHVWDXUDQW�FXVWRPHUV���
�
6DOLHQW�SRLQWV�RI�WKH�LQWHUSUHWDWLRQ�DUH�WKH�IROORZLQJ���
�
•� (LJKW\�ILYH�������SHUFHQW��DV�D�PLQLPXP��RI�WKH�FROOHFWHG�6HUYLFH�&KDUJH�VKRXOG�EH�H[FOXGHG�

IURP�WKH�WUDQVDFWLRQ�SULFH�DQG�DV�VXFK�VKRXOG�EH�UHFRJQL]HG�DV�D�OLDELOLW\� WR�WKH�HPSOR\HHV�
SXUVXDQW�WR�$UWLFOH����RI�WKH�/DERU�&RGH��

•� $V� SDUDJUDSK����RI�3)56���� GHILQHV� WUDQVDFWLRQ� SULFH� DV� ³WKH� DPRXQW� RI� FRQVLGHUDWLRQ� WR�
ZKLFK�DQ�HQWLW\�H[SHFWV�WR�EH�HQWLWOHG�LQ�H[FKDQJH�IRU�WUDQVIHUULQJ�SURPLVHG�JRRGV�RU�VHUYLFHV�
WR�D�FXVWRPHU��H[FOXGLQJ�DPRXQWV�FROOHFWHG�RQ�EHKDOI�RI�WKLUG�SDUWLHV´���

•� 7KH� UHPDLQLQJ� SRUWLRQ� VKRXOG� EH� LQFOXGHG� LQ� WKH� WUDQVDFWLRQ� SULFH� EHFDXVH� WKLV� LV� DQ�
DGGLWLRQDO� FRQVLGHUDWLRQ� LQ� H[FKDQJH� IRU� WKH� JRRGV� DQG� VHUYLFHV� SURYLGHG� DQG� EHQHILWV�
GLUHFWO\�LQXUH�WR�WKH�KRWHO�UHVWDXUDQW��
�

7KH�LQWHUSUHWDWLRQ�LV�HIIHFWLYH�IRU�SHULRGV�EHJLQQLQJ�RQ�RU�DIWHU�)HEUXDU\������������
�
7KH�0DQDJHPHQW�RI�WKH�*URXS�LV�VWLOO�HYDOXDWLQJ�WKH�LPSDFW�RI�WKH�QHZ�LQWHUSUHWDWLRQ��
�
3,&� 4	$� 1R�� ��������� 3)56� ���� 5HYHQXH� IURP� &RQWUDFWV� ZLWK� &XVWRPHUV� ±� 5HYHQXH�
5HFRJQLWLRQ�JXLGDQFH�IRU�6XJDU�0LOOHUV�
�
7KH�LQWHUSUHWDWLRQ�FODULILHV�WKH�UHYHQXH�UHFRJQLWLRQ�RI�6XJDU�0LOOLQJ�&RPSDQLHV�XQGHU���L��2XWSXW�
6KDULQJ�$JUHHPHQW��DQG��LL��&DQH�3XUFKDVH�$JUHHPHQW��
�
8QGHU�2XWSXW�6KDULQJ�$JUHHPHQW��UHYHQXH�UHFRJQLWLRQ�FRPPHQFHV�XSRQ�FRQYHUVLRQ�RI�3ODQWHU¶V�
FDQHV� LQWR�UDZ�VXJDU��)XUWKHU��XQVROG� UDZ�VXJDU�RZQHG�E\� WKH�0LOOHU�VKDOO�EH�DFFRXQWHG� IRU�DV�
LQYHQWRU\�LQ�DFFRUGDQFH�ZLWK�3$6����,QYHQWRULHV���
�
8QGHU�&DQH�3XUFKDVH�$JUHHPHQW��UHYHQXH�UHFRJQLWLRQ�FRPPHQFHV�XSRQ�WUDQVIHU�RI�FRQWURO��DW�D�
SRLQW� LQ� WLPH�� WR�FXVWRPHU�RU�EX\HU�RI�D� VDOH� WUDQVDFWLRQ��)XUWKHU�� WKH�FRVW�RI�SXUFKDVHG�FDQHV�
VKDOO�EH�WUHDWHG�HLWKHU�DV�SURGXFWLRQ�RU�PLOOLQJ�FRVW�RI�WKH�0LOOHU���
7KH�LQWHUSUHWDWLRQ�LV�HIIHFWLYH�IRU�SHULRGV�EHJLQQLQJ�RQ�RU�DIWHU�0DUFK������������
7KH�QHZ�LQWHUSUHWDWLRQ�GRHV�QRW�KDYH�DQ�LPSDFW�RQ�WKH�*URXS�IRU�LW�LV�QRW�D�6XJDU�0LOOLQJ�*URXS��
�
3,&�4	$�1R�����������$FFRXQWLQJ�IRU�&U\SWRJUDSKLF�$VVHWV�

7KH�LQWHUSUHWDWLRQ�SURYLGHV�JXLGDQFH�UHJDUGLQJ�DFFRXQWLQJ�WUHDWPHQW�IRU�&U\SWRJUDSKLF�DVVHWV��,Q�
FODVVLI\LQJ�&U\SWRJUDSKLF�DVVHWV��WZR�UHOHYDQW�IDFWRUV�WR�FRQVLGHU�DUH��L��LWV�SULPDU\�SXUSRVH��DQG�
�LL��KRZ�WKHVH�DVVHWV�GHULYH�LWV�LQKHUHQW�YDOXH��7KH�LQWHUSUHWDWLRQ�SURYLGHG�WZR�����&U\SWRJUDSKLF�
FODVVLILFDWLRQV� EDVHG� RQ� WKH� DIRUHPHQWLRQHG� IDFWRUV�� WKHVH� DUH� �D�� &U\SWRFXUUHQF\�� RU� �E��
&U\SWRJUDSKLF�DVVHWV�RWKHU�WKDQ�&U\SWRFXUUHQFLHV��ZKLFK�DUH��E����$VVHW�EDVHG�WRNHQ���E����8WLOLW\�
WRNHQ��DQG��E����6HFXULW\�WRNHQ��RU�FROOHFWLYHO\�WKH�³6HFXULW\�7RNHQV´��
�
)URP� WKH� KROGHU� RI� WKHVH� DVVHWV¶� SRLQW�RI�YLHZ�� LQ� WKH� DEVHQFH� RI� D� GHILQLWLYH� DFFRXQWLQJ� DQG�
UHSRUWLQJ�JXLGDQFH�IURP�WKH�,$6%��WKH�LQWHUSUHWDWLRQ�VXJJHVWHG�WR�UHSRUW�&U\SWRJUDSKLF�DVVHWV�LQ�
WKH� ILQDQFLDO� VWDWHPHQWV� DV� HLWKHU� �L�� &U\SWRFXUUHQFLHV� KHOG� E\� DQ� HQWLW\�� RU� �LL�� &U\SWRJUDSKLF�
DVVHWV�RWKHU�WKDQ�FU\SWRFXUUHQFLHV��

� �
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)URP� WKH� ,VVXHU� RI� WKHVH� DVVHWV¶� SRLQW� RI� YLHZ�� DV� D� FRQVHQVXV�� WKH� IROORZLQJ� DFFRXQWLQJ�
WUHDWPHQWV�DUH�VXJJHVWHG��
�
•� &U\SWRFXUUHQFLHV�KHOG�E\�DQ�HQWLW\�FDQ�EH�WUHDWHG�HLWKHU�DV��L��,QYHQWRU\�XQGHU�3$6����RU��LL��

,QWDQJLEOH�DVVHW�XQGHU�3$6�����
•� &U\SWRJUDSKLF�DVVHWV�RWKHU�WKDQ�&U\SWRFXUUHQFLHV��WKH�LQWHUSUHWDWLRQ�VXJJHVWHG�WKH�IROORZLQJ�

UHOHYDQW�DFFRXQWLQJ�IUDPHZRUNV�IRU�FRQVLGHUDWLRQ���
a.� ,I�WKH�7RNHQ�PHHWV�WKH�GHILQLWLRQ�RI�D�ILQDQFLDO�OLDELOLW\��DSSO\�JXLGDQFH�LQ�3)56����
b.� ,I�WKH�7RNHQ�PHHWV�WKH�GHILQLWLRQ�RI�DQ�HTXLW\�LQVWUXPHQW��DSSO\�JXLGDQFH�LQ�3$6�����
c.� ,I� WKH�7RNHQ� LV� D� SUHSD\PHQW� IRU� JRRGV�DQG� VHUYLFHV� IURP�D� FRQWUDFW�ZLWK� D� FXVWRPHU��

DSSO\�JXLGDQFH�LQ�3)56�����DQG�
d.� ,I�WKH�7RNHQ�GRHV�QRW�PHHW�DQ\�RI�WKH�DIRUHPHQWLRQHG��FRQVLGHU�RWKHU�UHOHYDQW�JXLGDQFH��

�
7KH�LQWHUSUHWDWLRQ�LV�HIIHFWLYH�IRU�SHULRGV�EHJLQQLQJ�RQ�RU�DIWHU�)HEUXDU\�����������
�
7KH�0DQDJHPHQW�RI�WKH�*URXS�LV�VWLOO�HYDOXDWLQJ�WKH�LPSDFW�RI�WKH�QHZ�LQWHUSUHWDWLRQ��
�
�
��� 6HDVRQDOLW\�$VSHFWV�RI�WKH�%XVLQHVV�

�
/LNH�DQ\�RWKHU�FRPSDQ\�LQ�WKH�FRQVWUXFWLRQ�LQGXVWU\��WKH�RSHUDWLRQV�RI�WKH�*URXS�DUH�DIIHFWHG�E\�
VHDVRQDOLW\��1HW�VDOHV�DUH�JHQHUDOO\�KLJKHU�LQ�GU\�PRQWKV�IURP�)HEUXDU\�WR�0D\�DQG�ORZHU�GXULQJ�
WKH�UDLQ\�PRQWKV�RI�-XQH�WR�1RYHPEHU��/RZ�VDOHV�DUH�DOVR�H[SHULHQFHG�GXULQJ�'HFHPEHU�GXH�WR�
KROLGD\V� XQWLO� HDUO\� -DQXDU\�� 8QSUHGLFWDEOH� ZHDWKHU� FRXOG� DOVR� VLJQLILFDQWO\� DIIHFW� VDOHV� DQG�
SURILWDELOLW\� FRPSDUHG� WR� SUHYLRXV� SHULRGV� FRXSOHG� ZLWK� DQ\� XQIRUHVHHQ� FLUFXPVWDQFHV� OLNH�
GLVUXSWLRQV�LQ�SURGXFWLRQV��

�
�

��� )LQDQFLDO�5LVN�0DQDJHPHQW�2EMHFWLYHV�DQG�3ROLFLHV�

*HQHUDO�5LVN�0DQDJHPHQW�$SSURDFK�

7KH� *URXS� LV� H[SRVHG� WR� YDULRXV� ILQDQFLDO� ULVNV�� ZKLFK� LQFOXGH� WKH� HIIHFW� RI� FKDQJHV� LQ� GHEW�
VWUXFWXUH��HTXLW\�PDUNHW�SULFHV��IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWHV�DQG�LQWHUHVW�UDWHV��7KH�*URXS¶V�
RYHUDOO�ULVN�PDQDJHPHQW�SURJUDP�IRFXVHV�RQ�WKH�XQSUHGLFWDELOLW\�RI�ILQDQFLDO�PDUNHWV�DQG�VHHNV�
WR�PLQLPL]H�SRWHQWLDO�DQG�DGYHUVH�HIIHFWV�RQ�WKH�ILQDQFLDO�SHUIRUPDQFH�RI�WKH�*URXS��7KH�*URXS�
GRHV�QRW�HQWHU� LQWR�RWKHU�GHULYDWLYH�RU� ILQDQFLDO� WUDQVDFWLRQV�ZKLFK�DUH�XQUHODWHG� WR� LWV�RSHUDWLQJ�
EXVLQHVV�DV�D�ULVN�DYHUVH�DSSURDFK�LV�SXUVXHG��

)LQDQFLDO� ULVN�PDQDJHPHQW� RI� WKH�*URXS� LV� JRYHUQHG� E\� SROLFLHV� DSSURYHG� E\�PDQDJHPHQW�� ,W�
SURYLGHV�SULQFLSOHV� IRU�RYHUDOO� ULVN�PDQDJHPHQW��DV�ZHOO�DV�SROLFLHV�FRYHULQJ�VSHFLILF� ULVN�DUHDV�
VXFK�DV�LQWHUHVW�UDWH�ULVN��IRUHLJQ�H[FKDQJH�ULVN��FRXQWHUSDUW\�ULVN��DQG�XVH�RI�GHULYDWLYH�ILQDQFLDO�
LQVWUXPHQWV�DQG�LQYHVWLQJ�DVVHWV�LQ�H[FHVV�RI�OLTXLGLW\�UHTXLUHPHQWV��

7KH� *URXS¶V� SULQFLSDO� ILQDQFLDO� LQVWUXPHQWV�� RWKHU� WKDQ� GHULYDWLYHV�� FRQVLVW� RI� FDVK� DQG� FDVK�
HTXLYDOHQWV�DQG�QRWHV�SD\DEOH��7KH�PDLQ�SXUSRVH�RI�WKHVH�ILQDQFLDO�LQVWUXPHQWV�LV�WR�UDLVH�IXQGV�
IRU�WKH�*URXS¶V�RSHUDWLRQV��7KH�*URXS�DOVR�KDV�YDULRXV�RWKHU�ILQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�VXFK�
DV�WUDGH�DQG�RWKHU�UHFHLYDEOHV��DGYDQFHV�WR�HPSOR\HHV��JXDUDQWHH�GHSRVLWV��UHVWULFWHG�FDVK�DQG�
WUDGH�DQG�RWKHU�SD\DEOHV�ZKLFK�DULVH�GLUHFWO\�IURP�RSHUDWLRQV��

7KH�PDLQ� ULVNV� DULVLQJ� IURP� WKH� *URXS¶V� ILQDQFLDO� LQVWUXPHQWV� DUH� PDUNHW� ULVNV� �ZKLFK� LQFOXGH�
IRUHLJQ� FXUUHQF\� ULVN� DQG� LQWHUHVW� UDWH� ULVN��� FUHGLW� ULVN� DQG� OLTXLGLW\� ULVN�� 7KH�%2'� UHYLHZV�DQG�
DSSURYHV� WKH� SROLFLHV� IRU� PDQDJLQJ� HDFK� RI� WKHVH� ULVNV� DQG� WKH\� DUH� VXPPDUL]HG� EHORZ�� 7KH�
*URXS¶V� DFFRXQWLQJ� SROLFLHV� LQ� UHODWLRQ� WR� ILQDQFLDO� LQVWUXPHQWV� DUH� VHW� RXW� LQ� 1RWH� �� WR� WKH�
FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��

0DUNHW�5LVNV�

7KH� *URXS� LV� H[SRVHG� WR� PDUNHW� ULVNV�� VXFK� DV� IRUHLJQ� FXUUHQF\� DQG� LQWHUHVW� UDWH� ULVNV�� 7R�
PDQDJH� YRODWLOLW\� UHODWLQJ� WR� WKHVH� H[SRVXUHV�� WKH� *URXS� HQWHUV� LQWR� GHULYDWLYH� ILQDQFLDO�
LQVWUXPHQWV��ZKHQ�QHFHVVDU\��7KH�*URXS¶V�REMHFWLYH�LV�WR�UHGXFH��ZKHUH�DSSURSULDWH��IOXFWXDWLRQV�
LQ�HDUQLQJV�DQG�FDVK�IORZV�DVVRFLDWHG�ZLWK�FKDQJHV�LQ�IRUHLJQ�FXUUHQF\��LQWHUHVW�UDWH�DQG�HTXLW\�
SULFH��
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)RUHLJQ�&XUUHQF\�5LVN�

)RUHLJQ�FXUUHQF\�ULVN�LV�WKH�ULVN�WKDW�WKH�IDLU�YDOXH�RU�IXWXUH�FDVK�IORZV�RI�D�ILQDQFLDO�LQVWUXPHQW�ZLOO�
IOXFWXDWH�EHFDXVH�RI�FKDQJHV�LQ�IRUHLJQ�H[FKDQJH�UDWHV��

7KH� *URXS� KDV� IRUHLJQ� H[FKDQJH� H[SRVXUHV�� DULVLQJ� SULPDULO\� IURP� SXUFKDVHV� RI� JRRGV� DQG�
VHUYLFHV�DQG�GHEW�VHUYLFLQJ�UHTXLUHPHQWV�LQ�FXUUHQFLHV�RWKHU�WKDQ�WKH�3KLOLSSLQH�3HVR�WKDW�OHDGV�
WR�FXUUHQF\�WUDQVODWLRQ�HIIHFWV��$V�RI�6HSWHPEHU�����������WKHUH�DUH�QR�UHYHQXHV�GHQRPLQDWHG�LQ�
FXUUHQFLHV�RWKHU�WKDQ�WKH�3KLOLSSLQH�3HVR���

'XH�WR�WKH�ORFDO�QDWXUH�RI�WKH�FHPHQW�EXVLQHVV��WUDQVDFWLRQ�ULVN�LV�OLPLWHG��+RZHYHU��LQFRPH�PD\�
SULPDULO\� EH� LQ� ORFDO� FXUUHQF\� ZKHUHDV� GHEW� VHUYLFLQJ� DQG� VLJQLILFDQW� DPRXQW� RI� FDSLWDO�
H[SHQGLWXUHV�PD\�EH�LQ�IRUHLJQ�FXUUHQFLHV��$V�D�FRQVHTXHQFH�WKHUHRI��WKH�*URXS�PD\�HQWHU�LQWR�
GHULYDWLYH�FRQWUDFWV�ZKHQHYHU�QHFHVVDU\��ZKLFK�PD\�EH�GHVLJQDWHG�HLWKHU�DV�FDVK�IORZ�KHGJHV�RU�
IDLU�YDOXH�KHGJHV��DV�DSSURSULDWH��

$V� RI� 6HSWHPEHU� ���� ������ WKH� *URXS� KDG� PLQLPDO� DVVHWV� DQG� OLDELOLWLHV� H[SRVHG� WR� IRUHLJQ�
FXUUHQF\�ULVNV��

,QWHUHVW�5DWH�5LVN�

,QWHUHVW� UDWH� ULVN� LV� WKH�ULVN� WKDW� IXWXUH�FDVK�IORZV� IURP�D�ILQDQFLDO� LQVWUXPHQW� �FDVK� IORZ� LQWHUHVW�
UDWH�ULVN��RU�LWV�IDLU�YDOXH��IDLU�YDOXH�LQWHUHVW�UDWH�ULVN��ZLOO�IOXFWXDWH�EHFDXVH�RI�FKDQJHV�LQ�PDUNHW�
LQWHUHVW�UDWHV��

7KH�*URXS�LV�H[SRVHG�WR�IOXFWXDWLRQV�LQ�ILQDQFLQJ�FRVWV�DQG�PDUNHW�YDOXH�PRYHPHQWV�RI�LWV�GHEW�
SRUWIROLR�UHODWHG�WR�FKDQJHV�LQ�PDUNHW�LQWHUHVW�UDWHV��7KH�*URXS¶V�LQWHUHVW�UDWH�H[SRVXUH�LV�PDLQO\�
DGGUHVVHG� WKURXJK� WKH� VWHHULQJ� RI� WKH� IL[HG�IORDWLQJ� UDWLR� RI� QHW� GHEW�� 7R�PDQDJH� WKLV�PL[�� WKH�
*URXS� PD\� HQWHU� LQWR� GHULYDWLYH� WUDQVDFWLRQV�� DV� DSSURSULDWH�� $V� DW� 6HSWHPEHU� ���� ����� DQG�
������WKH�*URXS�KDV�PLQLPDO�H[SRVXUH�WR�LQWHUHVW�UDWH�ULVN��

&UHGLW�5LVN�

&UHGLW�ULVN�LV�WKH�ULVN�WKDW�FRXQWHUSDUWLHV�PD\�QRW�EH�DEOH�WR�VHWWOH�WKHLU�REOLJDWLRQV�DV�DJUHHG��7R�
PDQDJH�WKLV�ULVN��WKH�*URXS�SHULRGLFDOO\�DVVHVVHV�WKH�ILQDQFLDO�UHOLDELOLW\�RI�FXVWRPHUV��

7KH�*URXS�FRQVWDQWO\�PRQLWRUV� LWV�FUHGLW� ULVN�H[SRVXUHV��&RXQWHUSDUWLHV� WR� ILQDQFLDO� LQVWUXPHQWV�
FRQVLVW� RI� D� ODUJH� QXPEHU� RI� PDMRU� ILQDQFLDO� LQVWLWXWLRQV�� 7KH� *URXS� GRHV� QRW� H[SHFW� DQ\�
FRXQWHUSDUWLHV� WR� IDLO� LQ�PHHWLQJ� WKHLU�REOLJDWLRQV��JLYHQ� WKHLU�KLJK�FUHGLW� UDWLQJV�� ,Q�DGGLWLRQ�� WKH�
*URXS� KDV� QR� VLJQLILFDQW� FRQFHQWUDWLRQ� RI� FUHGLW� ULVN� ZLWK� DQ\� VLQJOH� FRXQWHUSDUW\� RU� JURXS� RI�
FRXQWHUSDUWLHV��

7KH�PD[LPXP�DQG�PLQLPXP�H[SRVXUH�WR�FUHGLW�ULVN�LV�UHSUHVHQWHG�E\�WKH�FDUU\LQJ�DPRXQW�RI�HDFK�
ILQDQFLDO�DVVHW��

7KH�*URXS�WUDGHV�RQO\�ZLWK�UHFRJQL]HG��FUHGLW�ZRUWK\�WKLUG�SDUWLHV��,W�LV�WKH�*URXS¶V�SROLF\�WKDW�DOO�
WKLUG� SDUW\� FXVWRPHUV� ZKR� ZLVK� WR� WUDGH� RQ� FUHGLW� WHUPV� DUH� VXEMHFW� WR� FUHGLW� YHULILFDWLRQ�
SURFHGXUHV�� ,Q� DGGLWLRQ�� UHFHLYDEOH� EDODQFHV� DUH�PRQLWRUHG� RQ� DQ� RQJRLQJ� EDVLV� WR� UHGXFH� WKH�
*URXS¶V�H[SRVXUH�WR�EDG�GHEWV�WR�PLQLPXP��

:LWK� UHVSHFW� WR�FUHGLW� ULVN�DULVLQJ� IURP� WKH�RWKHU� ILQDQFLDO�DVVHWV�RI� WKH�*URXS��ZKLFK�FRQVLVW�RI�
GXH� IURP� UHODWHG� SDUWLHV�� DGYDQFHV� WR� HPSOR\HHV�� $)6� ILQDQFLDO� DVVHWV�� DQG� JXDUDQWHH� DQG�
UHIXQGDEOH� GHSRVLWV�� WKH� *URXS¶V� H[SRVXUHV� DULVH� IURP� GHIDXOW� RI� WKH� FRXQWHUSDUW\�� ZLWK� D�
PD[LPXP�H[SRVXUH�HTXDO�WR�WKH�FDUU\LQJ�DPRXQW�RI�WKHVH�LQVWUXPHQWV��

� �
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/LTXLGLW\�5LVN�

/LTXLGLW\� ULVN� LV� WKH� ULVN� WKDW� WKH� *URXS� ZLOO� HQFRXQWHU� GLIILFXOW\� LQ� UDLVLQJ� IXQGV� WR� PHHW� LWV�
FRQWUDFWXDO� REOLJDWLRQV� DQG� FRPPLWPHQWV�� 7KH� VHDVRQDOLW\� RI� UHYHQXH� JHQHUDWLRQ� H[SRVHV� WKH�
*URXS�WR�VKRUWDJH�RI� IXQGV�GXULQJ�VODFN�VHDVRQ�DQG�PD\�UHVXOW� LQ�SD\PHQW�GHIDXOWV�RI� ILQDQFLDO�
FRPPLWPHQWV�� 7KH� *URXS� PRQLWRUV� WKLV� ULVN� XVLQJ� D� UHFXUULQJ� OLTXLGLW\� SODQQLQJ� WRRO�� 7KLV� WRRO�
FRQVLGHUV�WKH�PDWXULW\�RI�ERWK�LWV�ILQDQFLDO�DVVHWV�DQG�SURMHFWHG�FDVK�IORZV�IURP�RSHUDWLRQV��7KH�
*URXS¶V�REMHFWLYH�LV�WR�PDLQWDLQ�D�EDODQFH�EHWZHHQ�FRQWLQXLW\�RI�IXQGLQJ�DQG�IOH[LELOLW\�WKURXJK�WKH�
XVH�RI�EDQN�FUHGLW� IDFLOLWLHV�� ILQDQFH� OHDVHV�DQG�SXUFKDVH�FRQWUDFWV�� ,W� LV� UHVSRQVLEOH� IRU� LWV�RZQ�
FDVK�VXUSOXVHV�DQG�WKH�UDLVLQJ�RI�ORDQV�WR�FRYHU�FDVK�GHILFLWV��VXEMHFW�WR�SROLFLHV�DQG�JXLGHOLQHV�
DSSURYHG�E\�PDQDJHPHQW�DQG��LQ�FHUWDLQ�FDVHV��DW�WKH�%2'�OHYHO��

7KH�*URXS�PDLQWDLQV� VXIILFLHQW� UHVHUYHV�RI� FDVK�DQG�FDVK�HTXLYDOHQWV��ZKLFK�DUH�VKRUW�WHUP� LQ�
QDWXUH�� XQXVHG� FUHGLW� OLQHV� DQG� UHDGLO\� DYDLODEOH� PDUNHWDEOH� VHFXULWLHV� WR� PHHW� LWV� OLTXLGLW\�
UHTXLUHPHQWV�DW�DOO�WLPHV��,Q�DGGLWLRQ��WKH�VWURQJ�FUHGLW�ZRUWKLQHVV�RI�WKH�*URXS�DOORZV�LW�WR�PDNH�
HIILFLHQW�XVH�RI�WKH�ILQDQFLDO�PDUNHWV�IRU�ILQDQFLQJ�SXUSRVHV��$V�DW�6HSWHPEHU�����������WKH�*URXS�
KDV�XQXWLOL]HG�FUHGLW�IDFLOLWLHV�RI�3 �����ELOOLRQ��

&DSLWDO�0DQDJHPHQW�3ROLF\�

7KH� *URXS� FRQVLGHUV� HTXLW\� DWWULEXWDEOH� WR� WKH� HTXLW\� KROGHUV� RI� WKH� 3DUHQW� &RPSDQ\� DV� LWV�
FDSLWDO�� 7KH� *URXS¶V� REMHFWLYHV� ZKHQ� PDQDJLQJ� FDSLWDO� DUH� WR� VHFXUH� WKH� *URXS¶V� RQJRLQJ�
ILQDQFLDO�QHHGV�WR�FRQWLQXH�DV�D�JRLQJ�FRQFHUQ�DV�ZHOO�DV�WR�FDWHU�IRU�LWV�JURZWK�WDUJHWV�LQ�RUGHU�WR�
SURYLGH� UHWXUQV� WR� VKDUHKROGHUV� DQG� EHQHILWV� IRU� RWKHU� VWDNHKROGHUV� DQG� WR� PDLQWDLQ� D� FRVW�
HIILFLHQW�DQG�ULVN�RSWLPL]HG�FDSLWDO�VWUXFWXUH��

7KH�*URXS�PDQDJHV�WKH�FDSLWDO�VWUXFWXUH�DQG�PDNHV�DGMXVWPHQWV�WR�LW� LQ� OLJKW�RI�WKH�FKDQJHV� LQ�
HFRQRPLF� FRQGLWLRQV�� LWV� EXVLQHVV� DFWLYLWLHV�� LQYHVWPHQW� DQG� H[SDQVLRQ� SURJUDP� DQG� WKH� ULVN�
FKDUDFWHULVWLFV�RI� WKH�XQGHUO\LQJ�DVVHWV�� � ,Q�RUGHU� WR�PDLQWDLQ�RU�DGMXVW� WKH�FDSLWDO�VWUXFWXUH�� WKH�
*URXS�PD\�DGMXVW� WKH�DPRXQW�RI�GLYLGHQGV�SDLG� WR�VKDUHKROGHUV�� UHWXUQ�FDSLWDO� WR�VKDUHKROGHUV��
LVVXH�QHZ�VKDUHV��RU�VHOO�DVVHWV�WR�UHGXFH�GHEW��
�
7KH�*URXS�PRQLWRUV�FDSLWDO��DPRQJ�RWKHUV��RQ�WKH�EDVLV�RI�JHDULQJ�UDWLR���
�

�
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��� )LQDQFLDO�$VVHWV�DQG�/LDELOLWLHV�

)DLU�9DOXH�RI�)LQDQFLDO�,QVWUXPHQWV�

7KH� HVWLPDWHG� IDLU� YDOXH� RI� HDFK� FODVV� RI� WKH� *URXS¶V� ILQDQFLDO� LQVWUXPHQWV�� LV� HTXDO� WR� WKHLU�
FDUU\LQJ�DPRXQW�DV�DW�6HSWHPEHU����������DQG�'HFHPEHU�����������7KH�IROORZLQJ�PHWKRGV�DQG�
DVVXPSWLRQV�DUH�XVHG�WR�HVWLPDWH�WKH�IDLU�YDOXH�RI�HDFK�FODVV�RI�ILQDQFLDO�LQVWUXPHQW�IRU�ZKLFK�LW�LV�
SUDFWLFDEOH�WR�HVWLPDWH�VXFK�YDOXH��

&DVK� DQG� &DVK� (TXLYDOHQWV�� 7UDGH� DQG� 2WKHU� 5HFHLYDEOHV�� 6KRUW�WHUP� )LQDQFLDO� 5HFHLYDEOH��
/RDQ�3D\DEOH�DQG�7UDGH�DQG�2WKHU�3D\DEOHV��'XH� WR� WKH�VKRUW�WHUP�QDWXUH�RI� WKH� WUDQVDFWLRQV��
WKH�IDLU�YDOXHV�RI� WKHVH�LQVWUXPHQWV�DSSUR[LPDWH�WKH�FRUUHVSRQGLQJ�FDUU\LQJ�YDOXHV�DV�DW�HQG�RI�
HDFK�UHSRUWLQJ�SHULRG��

$)6�)LQDQFLDO�$VVHWV���7KH�IDLU�YDOXHV�RI�SXEOLFO\�WUDGHG�LQVWUXPHQWV�DUH�GHWHUPLQHG�E\�UHIHUHQFH�
WR�TXRWHG�PDUNHW�SULFHV�DV�DW� WKH�HQG�RI�HDFK� UHSRUWLQJ�SHULRG�� ,QYHVWPHQWV� LQ�XQTXRWHG�HTXLW\�
VHFXULWLHV�DUH�FDUULHG�DW�FRVW��QHW�RI�DQ\�LPSDLUPHQW�LQ�YDOXH��

*XDUDQWHH�'HSRVLWV��7KHVH�DUH�FDUULHG�DW�FRVW��OHVV�DQ\�LPSDLUPHQW�LQ�YDOXH��ZKLFK�DSSUR[LPDWHV�
WKHLU�IDLU�YDOXHV�FDOFXODWHG�XVLQJ�WKH�GLVFRXQWHG�FDVK�IORZV�PHWKRG��

'HULYDWLYH� /LDELOLWLHV�� 7KH� IDLU� YDOXHV� RI� HPEHGGHG� FXUUHQF\� IRUZDUGV� ZLWK� QRWLRQDO� DPRXQW� RI�
86�����PLOOLRQ�DUH�FDOFXODWHG�E\�UHIHUHQFH�WR�FXUUHQW�IRUZDUG�H[FKDQJH��

)DLU�9DOXH�+LHUDUFK\�

$V�DW�6HSWHPEHU����������DQG�'HFHPEHU�����������WKH�*URXS¶V�ILQDQFLDO�LQVWUXPHQWV�PHDVXUHG�
DW�IDLU�YDOXH�LQFOXGH�RQO\�WKH�TXRWHG�HTXLW\�VHFXULWLHV��FODVVLILHG�DV�$)6�ILQDQFLDO�DVVHWV��/HYHO�����

$V� DW� 6HSWHPEHU� ���� ����� DQG� 'HFHPEHU� ���� ������ WKH� *URXS� GRHV� QRW� KDYH� ILQDQFLDO�
LQVWUXPHQWV� ZKRVH� IDLU� YDOXHV� DUH� GHWHUPLQHG� XVLQJ� LQSXWV� WKDW� DUH� QRW� EDVHG� RQ� REVHUYDEOH�
PDUNHW� GDWD� �/HYHO� ���� 7KHUH� ZHUH� QR� UHFODVVLILFDWLRQV� PDGH� EHWZHHQ� WKH� GLIIHUHQW� IDLU� YDOXH�
KLHUDUFK\�OHYHOV�LQ������DQG�������

�
�
� �
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��� 6HJPHQW�5HSRUWLQJ�

2SHUDWLQJ�VHJPHQWV�DUH�FRPSRQHQWV�RI�WKH�*URXS�WKDW�HQJDJH�LQ�EXVLQHVV�DFWLYLWLHV�IURP�ZKLFK�
WKH\� PD\� HDUQ� UHYHQXHV� DQG� LQFXU� H[SHQVHV� �LQFOXGLQJ� UHYHQXHV� DQG� H[SHQVHV� UHODWLQJ� WR�
WUDQVDFWLRQV�ZLWK�RWKHU�FRPSRQHQWV�RI�WKH�*URXS���ZKLFK�RSHUDWLQJ�UHVXOWV�DUH�UHJXODUO\�UHYLHZHG�
E\�WKH�FKLHI�RSHUDWLQJ�GHFLVLRQ�PDNHU
�WR�PDNH�GHFLVLRQV�DERXW�KRZ�UHVRXUFHV�DUH�WR�EH�DOORFDWHG�
WR� HDFK� RI� WKH� VHJPHQWV� DQG� WR� DVVHVV� WKHLU� SHUIRUPDQFHV�� DQG� IRU� ZKLFK� GLVFUHWH� ILQDQFLDO�
LQIRUPDWLRQ� LV�DYDLODEOH��0DQDJHPHQW� UHDVVHVVHV�RQ�DQ�DQQXDO�EDVLV�ZKHWKHU� WKHUH�KDYH�EHHQ�
DQ\�FKDQJH�LQ�WKH�RSHUDWLQJ�VHJPHQWV�RU�LQ�WKH�UHSRUWDEOH�RSHUDWLQJ�VHJPHQWV�LQ�DFFRUGDQFH�ZLWK�
3)56����2SHUDWLQJ�6HJPHQWV��

)RU�PDQDJHPHQW�SXUSRVHV��WKH�*URXS�LV�RUJDQL]HG�LQWR�DFWLYLWLHV�EDVHG�RQ�WKHLU�SURGXFWV�DQG�KDV�
WZR�VHJPHQWV��DV�IROORZV��

Ɣ� &OLQNHU� DQG� &HPHQW� VHJPHQW�� ZKLFK� PDQXIDFWXUHV� DQG� VHOOV� FOLQNHU� DQG� FHPHQW� IRU� ERWK�
GRPHVWLF�DQG�H[SRUW�FXVWRPHUV��DQG�

Ɣ� 2WKHU�&RQVWUXFWLRQ�0DWHULDOV�DQG�VHUYLFHV�VHJPHQW��ZKLFK�LQFOXGHV�RSHUDWLRQV�IURP�+HOSV�8�
%XLOG�%HWWHU��+8%%���6SHFLDOW\�3URGXFWV�DQG�$JJUHJDWHV�7UDGLQJ��

0DQDJHPHQW�PRQLWRUV�WKH�RSHUDWLQJ�UHVXOWV�RI� LWV�EXVLQHVV�VHJPHQWV�IRU� WKH�SXUSRVH�RI�PDNLQJ�
GHFLVLRQV� DERXW� UHVRXUFH� DOORFDWLRQ� DQG� SHUIRUPDQFH� DVVHVVPHQW�� 6HJPHQW� SHUIRUPDQFH� LV�
EDVHG� RQ�RSHUDWLQJ�(%,7'$�DQG� LV�PHDVXUHG� FRQVLVWHQWO\�ZLWK� FRQVROLGDWHG�QHW� LQFRPH� LQ� WKH�
FRQVROLGDWHG�VWDWHPHQW�RI�SURILW�RU� ORVV�DQG�RWKHU�FRPSUHKHQVLYH�LQFRPH��+RZHYHU��WKH�*URXS¶V�
ILQDQFH� LQFRPH� DQG� FKDUJHV� DQG� LQFRPH� WD[HV� DUH� PDQDJHG� RQ� D� JURXS� EDVLV�� DQG� DUH� QRW�
DOORFDWHG� WR�RSHUDWLQJ�VHJPHQWV��7UDQVIHU�SULFHV�EHWZHHQ�RSHUDWLQJ�VHJPHQWV�DUH�RQ�DQ�DUP¶V�
OHQJWK�EDVLV�VLPLODU�WR�WUDQVDFWLRQV�ZLWK�WKLUG�SDUWLHV��

6HJPHQW� UHYHQXHV�� (%,7'$�� DVVHWV� DQG� OLDELOLWLHV� DV� DW� 6HSWHPEHU� ���� ����� DQG� ����� DUH�
SUHVHQWHG�EHORZ��

�
� �����

� �
&OLQNHU�DQG�

FHPHQW� 2WKHUV� 7RWDO�

$GMXVWPHQWV�
DQG�

HOLPLQDWLRQV� &RQVROLGDWHG�
� �,Q�7KRXVDQGV��
5HYHQXH�� � � � � �
� ([WHUQDO�FXVWRPHUV� ଑����������� ଑�������� ଑������������ ଑������� ଑�����������
� ,QWHU�VHJPHQW� ������� ±�� ������� ��������� ±�
� ଑����������� ଑�������� ଑����������� ଑������� ଑�����������

2SHUDWLQJ�(%,7'$� ଑���������� ଑�������� ଑���������� �଑��������� ଑����������
6HJPHQW�DVVHWV� ����������� �������� ����������� ����������� �����������
6HJPHQW�OLDELOLWLHV� ���������� ������� ���������� ���������� �����������
�

� �
�
� � �

� ������
� �

&OLQNHU�DQG�
FHPHQW� 2WKHUV� 7RWDO�

$GMXVWPHQWV�
DQG�

HOLPLQDWLRQV� &RQVROLGDWHG�
� �,Q�7KRXVDQGV��
5HYHQXH�� � � � � �
� ([WHUQDO�FXVWRPHUV� ଑����������� ଑�������� ଑����������� �଑��������� ଑�����������
� ,QWHU�VHJPHQW� �������� �� �������� ���������� ��
� ଑����������� ଑�������� ଑����������� �଑��������� ଑�����������

2SHUDWLQJ�(%,7'$� ଑���������� ଑�������� ଑���������� �଑����������� ଑����������
6HJPHQW�DVVHWV� ����������� �������� ����������� ���������� �����������
6HJPHQW�OLDELOLWLHV� ���������� �������� ���������� ���������� �����������
� � � � � �
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�&KLHI�RSHUDWLQJ�GHFLVLRQ�PDNHU�LV�FRPSRVHG�RI�WKH�*URXS¶V�([HFXWLYH�&RPPLWWHH�
�
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��� 5HWDLQHG�(DUQLQJV�

�
7KH�%2'�GLG�QRW�GHFODUH�DQ\�FDVK�GLYLGHQGV�DV�RI�6HSWHPEHU�����������
�

�
,QWHULP�'LVFORVXUHV�

�
2Q����0D\�������DQ�DJUHHPHQW�IRU�WKH�VDOH�DQG�SXUFKDVH�RI�VKDUHV�LQ�WKH�&RPSDQ\�ZDV�H[HFXWHG�E\�
+ROGHUILQ�%�9���)LUVW�6WURQJKROG�&HPHQW� ,QGXVWULHV�� ,QF���6DQ�0LJXHO�&RUSRUDWLRQ�DQG�/DIDUJHKROFLP�
/WG�� 6XEMHFW� WR� WKH� 3KLOLSSLQH� &RPSHWLWLRQ� &RPPLVVLRQ
V� ��3&&
V��� SULRU� ZULWWHQ� DSSURYDO� DQG�
IXOILOOPHQW�RI�FXVWRPDU\�FORVLQJ�FRQGLWLRQV��LW�ZDV�DJUHHG�WKDW�+ROGHUILQ�%�9��VKDOO�VHOO�LWV�VKDUHV�LQ�WKH�
&RPSDQ\� DQG� VKDOO� SURFXUH� &HPFR� +ROGLQJV�� ,QF�� DQG� 8QLRQ� &HPHQW� +ROGLQJV� &RUSRUDWLRQ� WR�
OLNHZLVH� VHOO� WKHLU� VKDUHV� LQ� WKH� &RPSDQ\� WR� )LUVW� 6WURQJKROG� &HPHQW� ,QGXVWULHV�� ,QF�� ��3URSRVHG�
7UDQVDFWLRQ����
�
2Q� ���0D\� ������ WKH� DIRUHPHQWLRQHG� DJUHHPHQW� ODSVHG�� +HQFH� WKH� 3URSRVHG� 7UDQVDFWLRQ� ZLOO� QR�
ORQJHU�SURFHHG��
�
)XUWKHU� WR� RXU� GLVFORVXUH� RQ� WKH� QRWLFH� RI� DUELWUDWLRQ� ILOHG� E\� WKH� &RPSDQ\� ZLWK� WKH� 3'5&,� LQ�
FRQQHFWLRQ� ZLWK� WKH� WHUPLQDWLRQ� RI� WKH� 3RUW� 6HUYLFHV� $JUHHPHQW� ZLWK� 6HDVLD�1HFWDU� 3RUW� 6HUYLFHV��
,QF��� �³6HDVLD´�� WKH�$UELWUDO� 7ULEXQDO� UXOHG� LQ� DQ� RUGHU� UHFHLYHG�E\� WKH�&RPSDQ\�RQ�6HSWHPEHU� ����
�����WKDW��WKH�&RPSDQ\�YDOLGO\�WHUPLQDWHG�WKH�3RUW�6HUYLFHV�$JUHHPHQW��36$���+RZHYHU��WKH�36$�GLG�
QRW� VXSHUVHGH� WKH� SUHYLRXVO\� H[HFXWHG�0HPRUDQGXP� RI� $JUHHPHQW� DQG� WKXV� 6HDVLD� LV� HQWLWOHG� WR�
FRPSHQVDWLRQ�DV�D�UHVXOW�RI�WKH�VXVSHQVLRQ�RI�WKH�0HPRUDQGXP�RI�$JUHHPHQW��7KH�$UELWUDO�7ULEXQDO�
JDYH�6HDVLD�WZR�RSWLRQV���L��UHFHLSW�IURP�WKH�&RPSDQ\�RI�WKH�DPRXQW�RI�3����������������QHW�RI�9$7��
ZKLFK� VXSSRVHGO\� UHSUHVHQWV� WKH� �PLQLPXP� UHYHQXH� RI� 6HDVLD� GXULQJ� WKH� SHULRG� WKDW� WKH�
0HPRUDQGXP� RI� $JUHHPHQW� KDG� EHHQ� VXVSHQGHG� DV� D� UHVXOW� RI� WKLV� GLVSXWH�� RU�� �LL�� WZR�\HDU�
H[WHQVLRQ�RI�WKH�0HPRUDQGXP�RI�$JUHHPHQW�IRU�D�WRWDO�UHPDLQLQJ�WHUP�RI�VHYHQ�����\HDUV�DQG�WHQ�DQG�
D� KDOI� ���� ò�� PRQWKV�� 7KH� $UELWUDO� 7ULEXQDO� DOVR� UHTXLUHG� WKH� &RPSDQ\� WR� UHLPEXUVH� 6HDVLD� WKH�
DPRXQW�RI�3���������������UHSUHVHQWLQJ�WKH�DPRXQW�6HDVLD�SDLG�3'5&,���7KH�&RPSDQ\�KDV�VRXJKW�
WKH�YDFDWLRQ�RI�WKH�$UELWUDO�7ULEXQDO
V�RUGHU����
�
$VLGH� IURP�WKH�GLVFORVXUH�DERYH�� WKH�*URXS� LV�QRW�DZDUH�RI� WKH� IROORZLQJ�RU� LV�QRW�DSSOLFDEOH� WR� WKH�
*URXS¶V�LQWHULP�RSHUDWLRQV��
��
��� 8QXVXDO�LWHPV�WKDW�PDWHULDOO\�DIIHFW�WKH�*URXS¶V�FRQVROLGDWHG�DVVHWV��OLDELOLWLHV��HTXLW\��QHW�LQFRPH�

RU�FDVK�IORZV�EHFDXVH�RI�WKHLU�QDWXUH��VL]H�RU�LQFLGHQWV��
�
��� &KDQJHV� LQ�HVWLPDWHV�RI�DPRXQWV� UHSRUWHG� LQ�SULRU� ILQDQFLDO� \HDUV� WKDW�KDYH�D�PDWHULDO�HIIHFW� LQ�

WKH�FXUUHQW�SHULRG��
�
��� ,VVXDQFHV�DQG�UHSXUFKDVHV�RI�HTXLW\�VHFXULWLHV��
�
��� 0DWHULDO�FKDQJHV�LQ�FRQWLQJHQW�OLDELOLWLHV�RU�FRQWLQJHQW�DVVHWV�VLQFH�WKH�ODVW�DQQXDO�EDODQFH�VKHHW�

GDWH��
�
��� ([LVWHQFH� RI� PDWHULDO� FRQWLQJHQFLHV� DQG� RWKHU� HYHQWV� RI� WUDQVDFWLRQV� WKDW� DUH� PDWHULDO� WR� DQ�

XQGHUVWDQGLQJ�RI�WKH�FXUUHQW�LQWHULP�SHULRG��
�
��� .QRZQ� WUHQGV�� GHPDQGV�� FRPPLWPHQWV�� HYHQWV� DQG� XQFHUWDLQWLHV� WKDW� ZLOO� UHVXOW� LQ� RU� OLNHO\� WR�

GHFUHDVH�LWV�OLTXLGLW\� LQ�DQ\�PDWHULDO�ZD\���7KH�*URXS�GRHV�QRW�DQWLFLSDWH�KDYLQJ�ZLWKLQ�WKH�QH[W�
WZHOYH������PRQWKV�DQ\�FDVK�IORZ�RU�OLTXLGLW\�SUREOHPV�QRU�GRHV�LW�DQWLFLSDWH�DQ\�GHIDXOW�RU�EUHDFK�
RI�DQ\�RI�LWV�H[LVWLQJ�QRWHV��ORDQV��OHDVHV��RWKHU�LQGHEWHGQHVV�RU�ILQDQFLQJ�DUUDQJHPHQWV�UHTXLULQJ�
LW�WR�PDNH�SD\PHQWV��

�
��� (YHQWV�WKDW�ZLOO�WULJJHU�GLUHFW�RU�FRQWLQJHQW�PDWHULDO�ILQDQFLDO�REOLJDWLRQV�WR�WKH�*URXS��
�
��� 0DWHULDO� RII�EDODQFH� VKHHW� WUDQVDFWLRQV�� DUUDQJHPHQWV�� REOLJDWLRQV� �GLUHFW� RU� FRQWLQJHQW��� DQG�

RWKHU�UHODWLRQVKLSV�RI�WKH�*URXS�ZLWK�XQFRQVROLGDWHG�HQWLWLHV�RU�RWKHU�SHUVRQV�FUHDWHG�GXULQJ�WKH�
\HDU��

�
��� .QRZQ�WUHQGV��HYHQWV�RU�XQFHUWDLQWLHV� WKDW�KDYH�KDG�RU� WKDW�DUH� UHDVRQDEO\�H[SHFWHG� WR�KDYH�D�

PDWHULDO�IDYRUDEOH�LPSDFW�RQ�QHW�VDOHV�UHYHQXHV�LQFRPH�IURP�FRQWLQXLQJ�RSHUDWLRQV��
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�
����6LJQLILFDQW�HOHPHQWV�RI�LQFRPH�RU�ORVV�WKDW�GLG�QRW�DULVH�IURP�WKH�*URXS¶V�FRQWLQXLQJ�RSHUDWLRQV��

�
����0DWHULDO� HYHQWV� VXEVHTXHQW� WR� HQG� RI� WKH� UHSRUWLQJ� SHULRG� WKDW� KDYH� QRW� EHHQ� UHIOHFWHG� LQ� WKLV�

UHSRUW��
�
����0DWHULDO� FKDQJHV� LQ� WKH� FRPSRVLWLRQ� RI� WKH� *URXS�� LQFOXGLQJ� DQ\� EXVLQHVV� FRPELQDWLRQ��

DFTXLVLWLRQ�RU�GLVSRVDO�RI�VXEVLGLDULHV�DQG�ORQJ�WHUP�LQYHVWPHQWV��UHVWUXFWXULQJV�DQG�GLVFRQWLQXLQJ�
RSHUDWLRQV��

�
����$Q\�VHDVRQDO�DVSHFW�WKDW�KDG�D�PDWHULDO�HIIHFW�RQ�WKH�ILQDQFLDO�FRQGLWLRQ�RU�UHVXOWV�RI�RSHUDWLRQ��
� �
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� 0DWHULDO�&KDQJHV�LQ�%DODQFH�6KHHW�$FFRXQWV�
�
�
����GHFUHDVH�LQ�&DVK�DQG�FDVK�HTXLYDOHQWV�
0DLQO\�GXH� WR�SD\PHQW�RI�VKRUW�WHUP� ORDQV�QHW�RI�KLJKHU�FDVK�JHQHUDWHG� IURP�RSHUDWLRQV�DQG� ORZHU�
FDSLWDO�H[SHQGLWXUHV���
�
����GHFUHDVH�LQ�7UDGH�DQG�RWKHU�UHFHLYDEOHV���QHW�
3ULPDULO\�GXH� WR� ORZHU�FUHGLW�VDOHV�FRXSOHG�ZLWK�KLJKHU�FXVWRPHU�FROOHFWLRQV� IURP�UHVROXWH�FROOHFWLRQ�
HIIRUWV�DQG�UHGXFWLRQ�RI�DGYDQFHV�WR�VXSSOLHUV�DQG�JURXS�UHFHLYDEOHV��
�
���GHFUHDVH�LQ�,QYHQWRULHV�
'HFUHDVH�ZDV�GXH�WR�FRQVXPSWLRQ�RI�RZQ�FOLQNHU�DQG�FHPHQW�FRXSOHG�ZLWK�UDWLRQDOL]DWLRQ�RI�SXUFKDVH�
SODQ��
�
���GHFUHDVH�LQ�6KRUW�WHUP�ILQDQFLDO�UHFHLYDEOHV�
'HFUHDVH�ZDV�GXH�WR�FROOHFWLRQ�RI�ORDQV�H[WHQGHG�WR�D�UHODWHG�SDUW\��
�
����GHFUHDVH�LQ�2WKHU�FXUUHQW�DVVHWV�
/DUJHO\� DWWULEXWDEOH� WR� ORZHU� LQSXW� YDOXH� DGGHG� WD[HV� EURXJKW� E\� ORZHU� SXUFKDVHV�H[SHQVHV� DV�
FRPSDUHG�WR�SULRU�\HDU�DQG�ORZHU�DGYDQFHV�WR�VXSSOLHU�FDXVHG�E\�XWLOL]DWLRQ�DSSOLFDWLRQ�RI�VHUYLFHV��
�
���GHFUHDVH�LQ�5LJKW�RI�8VH�$VVHWV� �
0DLQO\�GXH�WR�WKH�GHSUHFLDWLRQ�H[SHQVH�UHFRJQL]HG�IRU�WKH�SHULRG��
�
����GHFUHDVH�LQ�/RDQ�SD\DEOHV�
0DLQO\�GXH� WR� WKH� IXOO� VHWWOHPHQW�RI� ORDQ�H[WHQGHG�E\� WKLUG�SDUWLHV�DQG�SDUWLDO�VHWWOHPHQW� IRU� UHODWHG�
SDUW\�ORDQV��
�
���GHFUHDVH�LQ�7UDGH�DQG�RWKHU�SD\DEOHV�
/RZHU�SD\DEOHV�IURP�WKH�DSSOLFDWLRQ�RI�DGYDQFHV�UHFHLYHG�IURP�FXVWRPHUV�WR�WKHLU�FHPHQW�SXUFKDVHV��
DFFUXHG�UHEDWHV�DQG�VHWWOHPHQW�RI�DPRXQWV�RZHG�WR�UHODWHG�SDUWLHV��
�
����GHFUHDVH�LQ�,QFRPH�WD[�SD\DEOH�
0DLQO\� GXH� WR� SD\PHQW� IRU� LQFRPH� WD[HV�� QHW� RI� ORZHU� LQFRPH� WD[� H[SHQVH� GXH� WR� ORZHU� LQFRPH�
JHQHUDWHG�IRU�WKH�SHULRG���
�
����GHFUHDVH�LQ�OHDVH�OLDELOLW\�FXUUHQW�SRUWLRQ�
0DLQO\�GXH�WR�WKH�SD\PHQW�RI�OHDVHV��
�
����LQFUHDVH�LQ�GHIHUUHG�WD[�OLDELOLWLHV���QHW�
0DLQO\�GXH�WR�WKH�DFFUXDOV�DQG�SHQVLRQ�OLDELOLW\��
�
���LQFUHDVH�LQ�5HWDLQHG�HDUQLQJV�
'XH�WR�QHW�SURILW�UHFRJQL]HG�IRU�WKH�SHULRG��
�
� �
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0DWHULDO�&KDQJHV�LQ�,QFRPH�6WDWHPHQW�$FFRXQWV�
�
��
����GHFUHDVH�LQ�1HW�VDOHV�
0DLQO\� GXH� WR� ORZHU� YROXPHV� VROG� IURP� WKH� LQWHUUXSWLRQ� LQ� WKH� VDOHV� RSHUDWLRQV� DV� D� UHVXOW� RI� WKH�
ORFNGRZQ�LPSOHPHQWHG�E\�WKH�JRYHUQPHQW��
�
����GHFUHDVH�LQ�&RVW�RI�JRRGV�VROG�
0DLQO\� DWWULEXWDEOH� WR� ORZHU� YROXPHV� SURGXFHG� GXH� WR� VWRSSDJH� RI� RSHUDWLRQV�� 2WKHU� WKDQ� ORZHU�
YROXPHV� �VROG�� WUDQVSRUWHG�DQG�SURGXFHG��FRVW�RI�JRRGV�VROG�ZDV� ORZHU�GULYHQ�E\� ORZHU� IL[HG�FRVW��
ORZHU�UDZ�PDWHULDO�DQG�IXHO�SULFHV��ORZHU�HQHUJ\�FRVW��DV�ZHOO�DV�ORZHU�GLVWULEXWLRQ�FRVWV�IURP�VDYLQJV�
LQ�PDLQWHQDQFH�DQG�WKLUG�SDUW\�VHUYLFHV��
�
����GHFUHDVH�LQ�2SHUDWLQJ�H[SHQVHV�
0DLQO\� DWWULEXWDEOH� WR� WKH� FRVW� UHGXFWLRQ� DFWLRQV� LQFOXGLQJ� UDWLRQDOL]HG� ZRUNIRUFH� GHSOR\PHQW� ZKLFK�
UHVXOWHG�WR�ORZHU�WKLUG�SDUW\�DQG�RZQ�ODERU�FRVWV��
�
����LQFUHDVH�LQ�'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ�
0DLQO\� GXH� WR� DGGLWLRQDO� GHSUHFLDWLRQ� H[SHQVHV� IURP� .DOD\DDQ� �� 3URMHFW� ZKLFK� ZHUH� IRUPDOO\�
FRPPLVVLRQHG�LQ�4��4�������QHW�RI�ORZHU�528�GHSUHFLDWLRQ�DV�FRPSDUHG�WR�VDPH�SHULRG�ODVW�\HDU��
�
����GHFUHDVH�LQ�1HW�ILQDQFLDO�H[SHQVHV�
0DLQO\�GXH�WR�IDYRUDEOH�PRYHPHQW�LQ�ILQDQFLDO�H[SHQVHV�IURP�UHODWHG�SDUW\�DV�D�UHVXOW�RI�VHWWOHPHQW�RI�
ORDQV��$YHUDJH�LQWHUHVW�UDWH�DV�RI�6HSWHPEHU������ZDV�DOVR�ORZHU�FRPSDUHG�WR�WKH�VDPH�SHULRG�ODVW�
\HDU��
�
����GHFUHDVH�LQ�,QFRPH��([SHQVHV��RQ�QRQ�RSHUDWLQJ�DVVHWV�
0DLQO\�GXH�WR�VKDUH�LQ�WKH�DFFXPXODWHG�XQGLVWULEXWHG�ORVVHV�LQFXUUHG�E\�DVVRFLDWH�GXULQJ�WKH�\HDU�
�
����GHFUHDVH�LQ�3URYLVLRQ�IRU�LQFRPH�WD[�
'XH�WR�ORZHU�WD[DEOH�LQFRPH�DV�RI�WKH�FXUUHQW�SHULRG��

�
���GHFUHDVH�LQ�1RQFRQWUROOLQJ�LQWHUHVW�LQ�QHW�LQFRPH�
0DLQO\�GXH�WR�ORZHU�SURILW�RI�VXEVLGLDU\�FRPSDUHG�WR�VDPH�SHULRG�ODVW�\HDU�
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��� ,Q� 5H�� 3HWLWLRQ� IRU� ,QWHULP�0HDVXUH� RI� 3URWHFWLRQ� XQGHU� 5XOH� �� RI� WKH� 6SHFLDO�
5XOHV�RI�&RXUW�RQ�$OWHUQDWLYH�'LVSXWH�5HVROXWLRQ��6HDVLD�1HFWDU�3RUW�6HUYLFHV��
,QF�� YV��+ROFLP� 3KLOLSSLQHV�� ,QF��� 63� 3URF�&DVH�1R�� ����0/��%UDQFK� ��� RI� WKH�
5HJLRQDO�7ULDO�&RXUW�LQ�0DULYHOHV��%DWDDQ��
�
6HDVLD� 1HFWDU� 3RUW� 6HUYLFHV�� ,QF�� �³6HDVLD´�� ILOHG� D� SHWLWLRQ� IRU� LQWHULP�PHDVXUH� RI�
SURWHFWLRQ�ZLWK�WKH�5HJLRQDO�7ULDO�&RXUW�LQ�0DULYHOHV��%DWDDQ��³%DWDDQ�57&´��DJDLQVW�
WKH�&RPSDQ\� IRU� WKH�DOOHJHG�SXUSRVH�RI�VHFXULQJ�DQ\� MXGJPHQW�6HDVLD�PD\�VHFXUH�
IURP� WKH� DUELWUDWLRQ� FDVH� LW� ZLOO� VXSSRVHGO\� ILOH� DJDLQVW� WKH� &RPSDQ\� ZLWK� WKH�
3KLOLSSLQH� 'LVSXWH� 5HVROXWLRQ� &HQWHU�� ,QF�� �³3'5&,´�� WR� TXHVWLRQ� WKH� &RPSDQ\¶V�
WHUPLQDWLRQ�RI�WKHLU�3RUW�6HUYLFHV�$JUHHPHQW��³36$´��HIIHFWLYH����6HSWHPEHU�������,Q�
DQ�2UGHU� GDWHG� ���1RYHPEHU� ������ WKH�%DWDDQ�57&�JUDQWHG�6HDVLD¶V� SHWLWLRQ� DQG�
LVVXHG� D� ZULW� RI� SUHOLPLQDU\� DWWDFKPHQW� RI� WKH� &RPSDQ\¶V� SURSHUWLHV�� � 3XUVXDQW� WR�
VXFK�RUGHU��WKH�&RPSDQ\¶V�IXQGV�ZHUH�JDUQLVKHG���
�
2Q����'HFHPEHU�������WKH�&RPSDQ\�ILOHG�D�QRWLFH�RI�DUELWUDWLRQ�ZLWK�WKH�3'5&,�IRU�D�
GHFODUDWLRQ� WKDW� WKH� WHUPLQDWLRQ� RI� WKH� 3RUW� 6HUYLFHV� $JUHHPHQW� LV� YDOLG� DQG� WKH�
UHYHUVDO� RI� WKH� %DWDDQ� 57&¶V� 2UGHU� GDWHG� ��� 1RYHPEHU� ������ 3HQGLQJ� WKH�
FRQVWLWXWLRQ� RI� DQ� DUELWUDO� SDQHO� LQ� WKH� DUELWUDWLRQ� SURFHHGLQJV� GRFNHWHG� DV� 3'5&,�
&DVH� 1R�� ��������� WKH� &RPSDQ\� LQLWLDWHG� HPHUJHQF\� DUELWUDWLRQ� SURFHHGLQJV� WR�
TXHVWLRQ� WKH� LQWHULP� PHDVXUH� RI� SURWHFWLRQ� LVVXHG� E\� WKH� %DWDDQ� 57&� DQG� WKH�
JDUQLVKPHQW� RI� LWV� IXQGV�� � 7KH� HPHUJHQF\� DUELWUDWRU� UXOHG� LQ� WKH�&RPSDQ\¶V� IDYRXU�
DQG� GHFODUHG� WKDW� WKHUH� DUH� QR� JURXQGV� IRU� WKH� LVVXDQFH� RI� DQ� LQWHULP�PHDVXUH� RI�
SURWHFWLRQ����
�
7KH�&RPSDQ\�DVNHG�WKH�%DWDDQ�57&�WR�VHW�DVLGH�WKH�LQWHULP�PHDVXUH�RI�SURWHFWLRQ�
RQ�WKH�EDVLV�RI�WKH�GHFLVLRQ�RI�WKH�HPHUJHQF\�DUELWUDWRU¶V�GHFLVLRQ��7KH�%DWDDQ�57&��
KRZHYHU�� UHIXVHG� WR� DFNQRZOHGJH� WKH� HPHUJHQF\� DUELWUDWRU¶V� MXULVGLFWLRQ� WR�PRGLI\��
UHYHUVH��RU�VHW�DVLGH�DQ�LQWHULP�PHDVXUH�RI�SURWHFWLRQ�LVVXHG�E\�D�WULDO�FRXUW�SHQGLQJ�
WKH� FRQVWLWXWLRQ� RI� DQ� DUELWUDWLRQ� SDQHO� DQG� UXOHG� WKDW� LW� LV� RQO\� WKH� DUELWUDWLRQ� SDQHO�
ZKR�KDV�VXFK�DXWKRULW\���
�
7KH� %DWDDQ� 57&� VXVSHQGHG� WKH� SURFHHGLQJV� DQG� DUFKLYHG� WKH� FDVH� DIWHU� WKH�
FRQVWLWXWLRQ�RI�WKH�DUELWUDWLRQ�SDQHO�DQG�FRPPHQFHPHQW�RI�WKH�SURFHHGLQJV�LQ�3'5&,�
&DVH�1R������������
�
$IWHU� D� ILQDO� DZDUG�ZDV� LVVXHG� LQ� WKH� DUELWUDWLRQ� FDVH�� WKH�&RPSDQ\�PRYHG� IRU� WKH�
UHWULHYDO� RI� WKH� FDVH� UHFRUGV� DQG� WHUPLQDWLRQ� RI� WKH� SURFHHGLQJV�� � 7KH� &RPSDQ\�
FODLPHG�WKDW�WKH�LQWHULP�PHDVXUH�RI�SURWHFWLRQ�SURFHHGLQJV�KDG�EHHQ�UHQGHUHG�PRRW�
E\�WKH�ILQDO�DZDUG�LQ�WKH�DUELWUDWLRQ�FDVH�DQG�DOO� LQFLGHQWV�ZLWK� LQ�UHODWLRQ�WR�WKH�ILQDO�
DZDUG�� LQFOXGLQJ�WKH�SURSULHW\�RI�WKH�LQWHULP�PHDVXUH�RI�SURWHFWLRQ� LVVXHG�E\�%DWDDQ�
57&�DQG�WKH�JDUQLVKPHQW�RI�WKH�&RPSDQ\¶V�IXQGV��SURSHUO\�SHUWDLQV�WR�WKH�5HJLRQDO�
7ULDO�&RXUW�LQ�7DJXLJ�&LW\�ZKHUH�WKH�&RPSDQ\�ILOHG�LWV�SHWLWLRQ�IRU�WKH�YDFDWLRQ�RI�WKH�
DUELWUDO�DZDUG��7KLV�PRWLRQ�LV�SHQGLQJ�UHVROXWLRQ��
�
�
�
�
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��� ,Q�WKH�0DWWHU�RI�DQ�$UELWUDWLRQ�XQGHU�WKH������$UELWUDWLRQ�5XOHV�RI�WKH�3KLOLSSLQH�
'LVSXWH� 5HVROXWLRQ� &HQWHU�� ,QF��� 6HDVLD� 1HFWDU� 3RUW� 6HUYLFHV�� ,QF�� YV�� +ROFLP�
3KLOLSSLQHV��,QF���3'5&,�&DVH�1R����������

�
2Q����'HFHPEHU�������WKH�&RPSDQ\�ILOHG�D�QRWLFH�RI�DUELWUDWLRQ�ZLWK�WKH�3'5&,�IRU�D�
GHFODUDWLRQ� WKDW� WKH� WHUPLQDWLRQ� RI� WKH� 3RUW� 6HUYLFHV� $JUHHPHQW� LV� YDOLG� DQG� WKH�
UHYHUVDO�RI�WKH�%DWDDQ�57&¶V�2UGHU�GDWHG����1RYHPEHU�������

�
2Q� ��� 6HSWHPEHU� ������ WKH� DUELWUDO� WULEXQDO� UXOHG� WKDW� WKH� &RPSDQ\� YDOLGO\�
WHUPLQDWHG� WKH�3RUW�6HUYLFHV�$JUHHPHQW� �36$���+RZHYHU��DUELWUDO� WULEXQDO� UXOHG� WKDW�
WKH� 36$� GLG� QRW� VXSHUVHGH� WKH� 0HPRUDQGXP� RI� $JUHHPHQW� �³02$´��� ZKLFK� WKH�
SDUWLHV�H[HFXWHG�LQ������SULRU�WR�WKH�36$�IRU�WKH�SXUSRVH�OD\LQJ�GRZQ�WKH�PLQLPXP�
WHUPV� DQG� FRQGLWLRQV� WKDW� VKRXOG� JRYHUQ� WKH� 36$�� 7KHUHIRUH�� ZLWK� WKH�02$� EHLQJ�
YDOLG�DQG�H[LVWLQJ�EXW�VXVSHQGHG�EHFDXVH�RI�WKH�&RPSDQ\¶V�WHUPLQDWLRQ�RI�WKH�36$�
DQG� WKH� UHVXOWLQJ� GLVSXWH� RQ� LWV� YDOLGLW\�� WKH� DUELWUDO� WULEXQDO� UXOHG� WKDW� 6HDVLD� LV�
HQWLWOHG� WR� FRPSHQVDWLRQ�� 7KH�$UELWUDO� 7ULEXQDO� JDYH�6HDVLD� WZR� RSWLRQV�� �L�� UHFHLSW�
IURP�WKH�&RPSDQ\�RI�WKH�DPRXQW�RI�3����������������QHW�RI�9$7��ZKLFK�VXSSRVHGO\�
UHSUHVHQWV�WKH��PLQLPXP�UHYHQXH�RI�6HDVLD�GXULQJ�WKH�SHULRG�WKDW�WKH�0HPRUDQGXP�
RI�$JUHHPHQW�KDG�EHHQ�VXVSHQGHG�DV�D� UHVXOW�RI� WKLV�GLVSXWH� �³ILUVW�RSWLRQ´���RU�� �LL��
WZR�\HDU�H[WHQVLRQ�RI� WKH�0HPRUDQGXP�RI�$JUHHPHQW� IRU�D� WRWDO� UHPDLQLQJ� WHUP�RI�
VHYHQ� ���� \HDUV� DQG� WHQ� DQG� D� KDOI� ����ò��PRQWKV� �³VHFRQG� RSWLRQ´��� 7KH� $UELWUDO�
7ULEXQDO� DOVR� UHTXLUHG� WKH� &RPSDQ\� WR� UHLPEXUVH� 6HDVLD� WKH� DPRXQW� RI�
3���������������UHSUHVHQWLQJ�WKH�DPRXQW�6HDVLD�SDLG�3'5&,�� �6HDVLD�LQIRUPHG�WKH�
DUELWUDO�WULEXQDO�DQG�WKH�&RPSDQ\�WKDW�LW�SUHIHUV�WKH�ILUVW�RSWLRQ�DQG�WKDW�LW�H[SHFWV�WR�
UHFHLYH� IURP� WKH�&RPSDQ\� LWV� VXSSRVHG� UHYHQXHV� IRU� WKH� XQH[SLUHG� SRUWLRQ� RI� WKH�
02$�� �6HDVLD�FODLPV� WKDW� WKH�02$�KDV�D� WHUP�RI���� \HDUV�DQG� LW� LV�HQWLWOHG� WR� WKH�
UDWHV� VWLSXODWHG� LQ� WKH� 02$� DV� 6HDVLD¶V� VHUYLFH� IHHV� XQGHU� WKH� SRUW� VHUYLFHV�
DJUHHPHQW� WKDW� WKH� &RPSDQ\� DQG� 6HDVLD� ZLOO� H[HFXWH� UHJDUGOHVV� RI� ZKHWKHU� WKH�
&RPSDQ\� DQG� 6HDVLD� ZLOO� DFWXDOO\� H[HFXWH� VXFK� DJUHHPHQW� DQG� WKH� &RPSDQ\�
DFWXDOO\�DYDLOV�6HDVLD¶V�VHUYLFHV���

�
��� ,Q�5H��3HWLWLRQ�IRU�&RQILUPDWLRQ�RI�'RPHVWLF�$UELWUDO�$ZDUG�

6HDVLD�1HFWDU�3RUW�6HUYLFHV��,QF��YV��+ROFLP�3KLOLSSLQHV��,QF��
� � 6�3��1R������

%UDQFK�����5HJLRQDO�7ULDO�&RXUW�LQ�0DULYHOHV��%DWDDQ�
�
6HDVLD�ILOHG�D�SHWLWLRQ�DW�WKH�5HJLRQDO�7ULDO�&RXUW�LQ�0DULYHOHV��%DWDDQ��³%DWDDQ�57&´��
IRU� WKH�FRQILUPDWLRQ�RI� WKH�GHFLVLRQ�RI� WKH�DUELWUDO� WULEXQDO��7KH�&RPSDQ\�DVNHG� WKH�
%DWDDQ�57&�WR�GLVPLVV�6HDVLD¶V�SHWLWLRQ�IRU�EHLQJ�SUHPDWXUHO\�ILOHG�XQGHU�WKH�UXOHV�RQ�
DOWHUQDWLYH� GLVSXWH� UHVROXWLRQ� LVVXHG� E\� WKH� 6XSUHPH�&RXUW� �³6SHFLDO� $'5� 5XOHV´���
7KH�&RPSDQ\�DOVR�DVNHG� WKH�%DWDDQ�57&�WR�VXVSHQG� WKH�SURFHHGLQJV�RQ�6HDVLD¶V�
SHWLWLRQ�DQG�GHIHU� WR�WKH�GHFLVLRQ�RI� WKH�5HJLRQDO�7ULDO�&RXUW� LQ�7DJXLJ�&LW\��³7DJXLJ�
&RXUW´���ZKHUH�WKH�&RPSDQ\¶V�SHWLWLRQ�WR�YDFDWH�WKH�DUELWUDO�DZDUG�LV�SHQGLQJ���

�
��� ,Q�5H��3HWLWLRQ�WR�9DFDWH�'RPHVWLF�$UELWUDO�$ZDUG��

+ROFLP�3KLOLSSLQHV��,QF��YV��6HDVLD�1HFWDU�3RUW�6HUYLFHV��,QF��
6�3��1R������
%UDQFK������5HJLRQDO�7ULDO�&RXUW�LQ�7DJXLJ�&LW\��

�
7KH�&RPSDQ\�ILOHG�D�SHWLWLRQ�DW�WKH�7DJXLJ�&RXUW�IRU�WKH�YDFDWLRQ�RI�WKH�ILQDO�DZDUG�LQ�
3'5&,�&DVH�1R�����������ZKLFK�LV�FXUUHQWO\�SHQGLQJ�UHVROXWLRQ��
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��� 7KH�&RPSDQ\�ILOHG�RQ�-XQH�����������D�&RPSODLQW�EHIRUH�WKH�5HJLRQDO�7ULDO�&RXUW�RI�
0DORORV��%XODFDQ�IRU�WKH�DQQXOPHQW�RI�WKH�1RWLFH�RI�$VVHVVPHQW�RI�%XVLQHVV�7D[�RQ�
$OOHJHG�'LVFRYHUHG�8QUHSRUWHG�&HPHQW�6DOHV�GDWHG�)HEUXDU\����������LVVXHG�E\�WKH�
0XQLFLSDO� 7UHDVXUHU� RI� WKH� %XODFDQ� DQG� IRU� WKH� UHYHUVDO� RI� WKH� GHQLDO� RI� +ROFLP¶V�
3URWHVW�OHWWHU�GDWHG�$SULO����������TXHVWLRQLQJ�WKH�$VVHVVPHQW�1RWLFH��

:KLOH� WKLV� DFWLRQ� ZDV� SHQGLQJ�� WKH� &RPSDQ\� UHFHLYHG� RQ� 2FWREHU� ���� ������ DQ�
$VVHVVPHQW� 1RWLFH� ZKLFK� DVVHVVHG� WKH� &RPSDQ\� IRU� DQ� DOOHJHG� GHILFLHQF\� ORFDO�
EXVLQHVV� WD[� �/%7�� LQ� WKH� DJJUHJDWH� DPRXQW� RI� 3������0LOOLRQ� 3HVRV� IRU� WKH� \HDUV�
����� WR� ������ 8QOLNH� WKH� ����� $VVHVVPHQW� 1RWLFH� ZKLFK� LQYROYHV� WKH� GHIHQGDQWV¶�
DVVHVVPHQW�RI�/%7�DJDLQVW� WKH�&RPSDQ\�EDVHG�RQ� WKH�SXUSRUWHG�XQGHFODUHG�JURVV�
VDOHV�RU�UHFHLSWV�IRU� WKH�\HDUV������WR������� WKH������$VVHVVPHQW�1RWLFH�FRQFHUQV�
WKH�7UHDVXUHU¶V�DVVHVVPHQW�RI�/%7�DJDLQVW� WKH�DJDLQVW� WKH�&RPSDQ\�EDVHG�RQ� WKH�
SXUSRUWHG� XQGHFODUHG� JURVV� VDOHV� RU� UHFHLSWV� IRU� WKH� \HDUV� ����� WR� ������ 7KH�
0XQLFLSDO� 7UHDVXUHU� GLG� QRW� DFW� RQ� WKH� &RPSDQ\� SURWHVW� ZLWKLQ� WKH� ���GD\� SHULRG�
SURYLGHG� LQ�6HFWLRQ�����RI� WKH�/RFDO�*RYHUQPHQW�&RGH� �/*&���DQG� WKXV��RQ�0DUFK�
����������WKH�&RPSDQ\�ILOHG�D�&RPSODLQW�$SSHDO�ZLWK�WKH�%XODFDQ�57&�ZKLFK�VRXJKW�
WKH�FDQFHOODWLRQ�QXOOLILFDWLRQ�RI�WKH������$VVHVVPHQW�1RWLFH���

2Q� 6HSWHPEHU� ���� ������ WKH� &RPSDQ\� ILOHG� D� PRWLRQ� WR� FRQVROLGDWH� WKH� ILUVW� DQG�
VHFRQG� FDVH� EHIRUH� %UDQFK� ��� RI� WKH� 57&� RI� %XODFDQ�� 0RWLRQ� WR� FRQVROLGDWH� ZDV�
JUDQWHG�RQ�1RYHPEHU������������

7KH�KHDULQJ� IRU� LQLWLDO� SUHVHQWDWLRQ�RI�HYLGHQFH� WRRN�SODFH�RQ�$SULO� ����0D\����DQG�
2FWREHU� ���� ������ 7KH� KHDULQJ� IRU� WKH� SUHVHQWDWLRQ� RI� WKH� 1HFHVVDU\� 3DUWLHV¶�
HYLGHQFH� WRRN� SODFH� RQ� )HEUXDU\� ��� ������ 2Q� 0D\� ���� ������ +ROFLP� ILOHG� LWV�
0HPRUDQGXP���2Q�0D\�����������WKH�FRXUW� LVVXHG�DQ�2UGHU�VWDWLQJ�WKDW� WKH�FDVH�LV�
QRZ�VXEPLWWHG�IRU�GHFLVLRQ��

2Q�2FWREHU� ���� ������ WKH� &RPSDQ\� UHFHLYHG� WKH� 'HFLVLRQ� LVVXHG� E\� WKH� 5HJLRQDO�
7ULDO�&RXUW�%UDQFK����0DORORV��%XODFDQ�GDWHG�-XO\����������ZKLFK�GHFODUHG�WKH������
DQG� ����� $VVHVVPHQW� 1RWLFHV� LVVXHG� E\� GHIHQGDQW� 0XQLFLSDOLW\� RI� 1RU]DJDUD\��
3URYLQFH�RI�%XODFDQ�DJDLQVW�+ROFLP�3KLOV�� ,QF��DV�18//�DQG�92,'�DQG�RUGHUHG� WKH�
0XQLFLSDOLW\� RI�1RU]DJDUD\��%XODFDQ�DQG�)LOLSLQD�'�*��'H�0HVD�� LQ� KHU� FDSDFLW\� DV�
,&2�0XQLFLSDO�7UHDVXUHU�RI�1RU]DJDUD\��WR�MRLQWO\�DQG�VHYHUDOO\�SD\�+ROFLP�3KLOV���,QF��
WKH�DPRXQW�RI�2QH�+XQGUHG�)LIW\�7KRXVDQG�3HVRV��3������������DV�DWWRUQH\¶V�IHHV�
DQG�WR�SD\�WKH�FRVW�RI�OLWLJDWLRQ��

��� 7KH�&RPSDQ\�UHFHLYHG�DQ�$VVHVVPHQW�IURP�WKH�3URYLQFLDO�$VVHVVRU�DQG�D�1RWLFH�RI�
5HDO� 3URSHUW\� 7D[� �537�� 'HOLQTXHQFLHV� LVVXHG� E\� WKH� 3URYLQFLDO� DQG� 0XQLFLSDO�
7UHDVXUHUV� RI� 1RU]DJDUD\�� %XODFDQ� RQ� 'HFHPEHU� ���� ������ 7KH� $VVHVVPHQW�
GHPDQGHG�WRWDO�RI�3����0�UHODWHG�WR�WKH�537�RI�PDFKLQHULHV�DQG�HTXLSPHQW�IRU�WKH�
\HDUV������DQG�������7KH�/RFDO�%RDUG�RI�$VVHVVPHQW�$SSHDOV��/%$$��JUDQWHG�WKH�
&RPSDQ\¶V�0RWLRQ� WR�3RVW�%RQG� DPRXQWLQJ� WR�3����0��7KH�$SSHDO� LV� VWLOO� SHQGLQJ�
ZLWK�WKH�/%$$��

�
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2Q�$SULO�����������WKH�3URYLQFLDO�$VVHVVRU�RI�%XODFDQ�LVVXHG�D�UHYLVHG�WD[�GHFODUDWLRQ�
RQ�PDFKLQHULHV�DQG�HTXLSPHQW�DW�WKH�&RPSDQ\¶V�%XODFDQ�3ODQW��6RRQ�DIWHU��RQ�-XQH�
������ WKH� &RPSDQ\� UHFHLYHG� DQ� DVVHVVPHQW� IRU� WKH� \HDUV� ����� WR� ����� DQG� D�
FRPSXWDWLRQ�RI�537�IRU�WKH�ILUVW�DQG�VHFRQG�TXDUWHU�RI�������7KH�DVVHVVHG�DGGLWLRQDO�
537� DPRXQWHG� WR� 3����0�� 2Q� 6HSWHPEHU� ���� ������ WKH� &RPSDQ\� UHFHLYHG� DQ�
DGGLWLRQDO�DVVHVVPHQW�IURP�0XQLFLSDO�7UHDVXUHU�RI�1RU]DJDUD\��%XODFDQ�IRU�537�GXH�
RQ� LWV������DQG�$GGLWLRQDO�/LQH� ��3URSHUWLHV� IRU� WKH� WKLUG�TXDUWHU�RI�������7KH�VDLG�
DVVHVVPHQW� DOVR� UHLWHUDWHG� WKH� SUHYLRXV� DVVHVVPHQWV� PDGH� IRU� ����� WR� VHFRQG�
TXDUWHU�RI�������7KH�&RPSDQ\¶V�VXSSOHPHQWDO�DSSHDOV��FRYHULQJ�WKH�ILUVW�DQG�VHFRQG�
TXDUWHU� 537� $VVHVVPHQW� DQG� 6HSWHPEHU� ����� $VVHVVPHQWV� ZLWK� WKH� /%$$� DUH�
SHQGLQJ�UHVROXWLRQ��

2Q�0DUFK� ���� ������ WKH� &RPSDQ\� UHFHLYHG� ��� WD[� GHFODUDWLRQV� DQG� ��� QRWLFHV� RI�
DVVHVVPHQWV� RYHU� LWV� PDFKLQHULHV� IRU� ����� IURP� WKH� 0XQLFLSDO� $VVHVVRU� RI�
1RU]DJDUD\��%XODFDQ��7KHUHDIWHU�RQ�0D\����������WKH�&RPSDQ\�UHFHLYHG�D�QRWLFH�RI�
DVVHVVPHQW�IURP�WKH�3URYLQFLDO�$VVHVVRU�RI�1RU]DJDUD\��%XODFDQ��2Q�0D\�����������
WKH� &RPSDQ\� DOVR� UHFHLYHG� DQ� DVVHVVPHQW� IURP� WKH� 0XQLFLSDO� 7UHDVXUHU� RI�
1RU]DJDUD\�� %XODFDQ� UHTXLULQJ� WKH� &RPSDQ\� WR� SD\� GHILFLHQF\� 537� IRU� WKH� \HDUV�
����� WR������DPRXQWLQJ� WR�3���0��7KH�&RPSDQ\¶V� VXSSOHPHQWDO�DSSHDOV�ZLWK� WKH�
/%$$�IRU�WKH�DVVHVVPHQWV�DUH�SHQGLQJ�UHVROXWLRQ��

2Q�'HFHPEHU����������DW� WKH�VXJJHVWLRQ�RI� WKH�3URYLQFLDO�*RYHUQRU�RI�%XODFDQ�DQG�
WKH�0XQLFLSDO�0D\RU�RI�1RU]DJDUD\��%XODFDQ�� WKH�&RPSDQ\�SDLG� XQGHU�SURWHVW�537�
DPRXQWLQJ�WR�3���0��DOORFDWHG�DV�IROORZV���D�� ODQG��3���0���E��EXLOGLQJV��3���0���F��
PDFKLQHULHV��3�����0��2Q�-DQXDU\����������WKH�&RPSDQ\�ILOHG�WKUHH�SURWHVWV�ZLWK�WKH�
3URYLQFLDO� 7UHDVXUHU�� )ROORZLQJ� WKH� 3URYLQFLDO� 7UHDVXUHU¶V� LQDFWLRQ� RYHU� WKH�
&RPSDQ\¶V�SURWHVWV��WKH�&RPSDQ\�ILOHG�LWV�DSSHDO�ZLWK�WKH�/%$$��UDLVLQJ�WKH�IROORZLQJ�
LVVXHV���D��ZKHWKHU�WKH�&RPSDQ\�LV�HQWLWOHG�WR�DQ�DQQXDO�GHSUHFLDWLRQ�DOORZDQFH���E��
ZKDW� LV� WKH� FRUUHFW� DPRXQW� WKDW� VKRXOG� EH� FUHGLWHG� LQ� WKH� &RPSDQ\¶V� IDYRXU� RQ�
DFFRXQW�RI�LWV�537�SD\PHQWV�IURP������WR�WKH�WKLUG�TXDUWHU�RI�������DQG��F��ZKHWKHU�LW�
LV�FRUUHFW�WR�DVVHVV�LQWHUHVW��VXUFKDUJHV�DQG�SHQDOWLHV�RQ�WKH�537�WKDW�WKH�&RPSDQ\�
DWWHPSWHG� WR�SD\�RQ� WLPH�EXW�ZKLFK� WKH� ORFDO�JRYHUQPHQW�RIILFLDOV� UHIXVHG� WR�DFFHSW�
ZLWK� UHVSHFW� WR� WKH�537� IRU� WKH��WK�TXDUWHU�RI������ WR�������7KLV�DSSHDO� LV�SHQGLQJ�
UHVROXWLRQ��

2Q� 0DUFK� ���� ������ WKH� &RPSDQ\� UHFHLYHG� DQ� DVVHVVPHQW� RI� GHILFLHQF\� 537� IRU�
����� DPRXQWLQJ� WR� 3����0�� 7KH� &RPSDQ\� SDLG� WKH� DVVHVVHG� DPRXQW� DQG� ILOHG� D�
SURWHVW�ZLWK�WKH�3URYLQFLDO�7UHDVXUHU�RI�%XODFDQ��)ROORZLQJ�WKH�3URYLQFLDO�7UHDVXUHU¶V�
IDLOXUH� WR� DFW� RQ� WKH� &RPSDQ\¶V� SURWHVW� ZLWKLQ� WKH� SUHVFULEHG� SHULRG�� WKH�&RPSDQ\�
ILOHG�LWV�DSSHDO�ZLWK�WKH�/%$$��ZKLFK�LV�SHQGLQJ�UHVROXWLRQ��

2Q� 0DUFK� ���� ������ WKH� &RPSDQ\� UHFHLYHG� IURP� WKH� 0XQLFLSDO� 7UHDVXUHU� RI�
1RU]DJDUD\�� %XODFDQ� DQ� DVVHVVPHQW� IRU� GHILFLHQF\� 537� IRU� ����� DPRXQWLQJ� WR�
3���0��7KH�&RPSDQ\� SDLG� WKH� VDLG� DPRXQW� DQG� ILOHG� D� SURWHVW�ZLWK� WKH�3URYLQFLDO�
7UHDVXUHU�� 7KHUHDIWHU�� RQ� 0D\� ���� ������ WKH� 0XQLFLSDO� 7UHDVXUHU� LVVXHG� RI�
1RU]DJDUD\�� %XODFDQ� LVVXHG� D� UHYLVHG� FRPSXWDWLRQ� RI� WKH� &RPSDQ\¶V� OLDELOLWLHV� IRU�
����� DPRXQWLQJ� WR� 3����0�� 7KH� &RPSDQ\� WKXV� ILOHG� D� VXSSOHPHQW� WR� LWV� HDUOLHU�
SURWHVW� ZLWK� WKH�3URYLQFLDO� 7UHDVXUHU�� )ROORZLQJ� WKH� 3URYLQFLDO� 7UHDVXUHU¶V� IDLOXUH� WR�
DFW� RQ� WKH� &RPSDQ\¶V� SURWHVW� ZLWKLQ� WKH� SUHVFULEHG� SHULRG�� WKH� &RPSDQ\� ILOHG� LWV�
DSSHDO�ZLWK�WKH�/%$$��ZKLFK�LV�SHQGLQJ�UHVROXWLRQ��
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2Q� 0DUFK� ���� ������ WKH� &RPSDQ\� UHFHLYHG� IURP� WKH� 0XQLFLSDO� 7UHDVXUHU� RI�
1RU]DJDUD\�� %XODFDQ� DQ� DVVHVVPHQW� IRU� GHILFLHQF\� 537� IRU� ����� DPRXQWLQJ� WR�
3����0� IRU� LWV� ODQGV�� EXLOGLQJV� DQG� PDFKLQHULHV� ORFDWHG� LQ� LWV� %XODFDQ� SODQW�� 2Q�
$XJXVW� ���� ������ WKH� &RPSDQ\� ILOHG� DQ� DSSHDO� ZLWK� WKH� /%$$� LQ� UHVSHFW� WR� LWV�
SD\PHQW�XQGHU�SURWHVW��

2Q�0DUFK�����������WKH�&RPSDQ\�UHFHLYHG�DQ�DVVHVVPHQW�FRPSXWDWLRQ�RI�537�GXH�
RQ�+ROFLP¶V�%XODFDQ�3ODQW� IRU� WKH�\HDU������ LQ� WKH�DPRXQW�RI�3��0���2Q� WKH�VDPH�
GDWH�� WKH� &RPSDQ\� SDLG� WKH� 537� GXH� RQ� +ROFLP¶V� SURSHUWLHV�� RI� ZKLFK� SD\PHQW�
DPRXQWLQJ� WR� 3����0� IRU� WKH� PDFKLQHULHV� LV� XQGHU� SURWHVW�� 7KH� SURWHVW� ZLWK� WKH�
3URYLQFLDO�7UHDVXUHU�ZDV�ILOHG�RQ�$SULO������������)ROORZLQJ�WKH�3URYLQFLDO�7UHDVXUHU¶V�
IDLOXUH� WR� DFW� RQ� WKH� &RPSDQ\¶V� SURWHVW� ZLWKLQ� WKH� SUHVFULEHG� SHULRG�� WKH�&RPSDQ\�
ILOHG�LWV�DSSHDO�ZLWK�WKH�/%$$��ZKLFK�LV�SHQGLQJ�UHVROXWLRQ��

2Q�'HFHPEHU����������� WKH�&RPSDQ\� UHFHLYHG�DQ�$VVHVVPHQW�1RWLFH� IRU� WKH�537�
GXH�RQ�LWV�PDFKLQHULHV�DQG�HTXLSPHQW�ORFDWHG�DW� LWV�FHPHQW�PDQXIDFWXULQJ�IDFLOLW\� LQ�
1RU]DJDUD\�� %XODFDQ� IRU� WKH� \HDU� ����� DPRXQWLQJ� WR� 3����0�� � 2Q� 'HFHPEHU� ����
������+ROFLP�SDLG�XQGHU�WKH�SURWHVW�WKH�WRWDO�DPRXQW�DVVHVVHG��7KH�SURWHVW�ZLWK�WKH�
3URYLQFLDO� 7UHDVXUHU� ZDV� ILOHG� RQ� -DQXDU\� ���� ������� )ROORZLQJ� WKH� 3URYLQFLDO�
7UHDVXUHU¶V� IDLOXUH�WR�DFW�RQ�WKH�&RPSDQ\¶V�SURWHVW�ZLWKLQ�WKH�SUHVFULEHG�SHULRG�� WKH�
&RPSDQ\�ILOHG�LWV�DSSHDO�ZLWK�WKH�/%$$��ZKLFK�LV�SHQGLQJ�UHVROXWLRQ��

2Q�-DQXDU\�����������WKH�&RPSDQ\�UHFHLYHG�DQ�$VVHVVPHQW�1RWLFH�ZKLFK�DVVHVVHG�
+ROFLP�DOOHJHG�537�LQ�UHVSHFW�RI�LWV�PDFKLQHULHV�DQG�HTXLSPHQW�ORFDWHG�DW�LWV�FHPHQW�
PDQXIDFWXULQJ�IDFLOLW\�LQ�1RU]DJDUD\��%XODFDQ�IRU�WKH�\HDU��������7KH�&RPSDQ\�ILOHG�
WKH�$SSHDO�RQ�WKH������$VVHVVPHQW�1RWLFH�RQ�0D\�����������)ROORZLQJ�WKH�3URYLQFLDO�
7UHDVXUHU¶V� IDLOXUH�WR�DFW�RQ�WKH�&RPSDQ\¶V�SURWHVW�ZLWKLQ�WKH�SUHVFULEHG�SHULRG�� WKH�
&RPSDQ\�ILOHG�LWV�DSSHDO�ZLWK�WKH�/%$$��ZKLFK�LV�SHQGLQJ�UHVROXWLRQ��

+ROFLP�KDV� ILOHG�D�0RWLRQ� WR�5HVROYH� UHTXHVWLQJ� WKH� /%$$� WR�DFW�RQ�DOO� RI�+ROFLP¶V�
SHQGLQJ�DSSHDOV����

2Q� -DQXDU\� ���� ������+ROFLP� DSSHDUHG� LQ� D� KHDULQJ� EHIRUH� WKH� /%$$�� � 7KH� /%$$�
VFKHGXOHG�D�KHDULQJ�RQ�0DUFK����������IRU�WKH�UHQGLWLRQ�RI�LWV�MXGJPHQW���

2Q�-XO\����������+ROFLP�UHFHLYHG�WKH�-RLQW�'HFLVLRQ�LVVXHG�E\�/%$$��%XODFDQ�GDWHG�
0DUFK����������ZKLFK�GHQLHG�WKH�3HWLWLRQ�DQG�GLVDOORZHG�WKH�FODLPV�IRU�WD[�FUHGLW�DQG�
UHIXQG�� � +ROFLP� ZDV� GLUHFWHG� WR� SD\� WKH� UHVSRQGHQW� LWV� WD[� OLDELOLWLHV� DPRXQWLQJ� WR�
3�����0� ZLWK� GLUHFWLYH� XSRQ� WKH� UHVSRQGHQW� 7UHDVXUHU� RI� WKH� 0XQLFLSDOLW\� RI�
1RU]DJDUD\�� %XODFDQ�� WR� GHGXFW� IURP� VDLG� DPRXQW� DOO� SULRU� SD\PHQWV� PDGH� XQGHU�
SURWHVW�E\�+ROFLP�WKDW�DUH�FRYHUHG�E\�WKH�DVVHVVPHQW�QRWLFHV�RU�RUGHUV�RI�SD\PHQW�DW�
LVVXH���

2Q� -XO\� ���� ������ WKH� &%$$� UHFHLYHG� WKH� $SSHDO� ILOHG� E\�+ROFLP�� 7KH� FDVH� LV� VWLOO�
SHQGLQJ�ZLWK�WKH�&%$$��

��� +3,�KDV�DQ�RQ�JRLQJ�WD[�DXGLW� IRU������QDWLRQDO� WD[HV��/DVW�'HFHPEHU����������WKH�
%,5� KDV� LVVXHG� D� 3UHOLPLQDU\� $VVHVVPHQW� 1RWLFH� �3$1�� IRU� DOO� QDWLRQDO� WD[HV� IRU�
DOOHJHG�GHILFLHQF\�WD[HV�DPRXQWLQJ�WR�3���%��LQFOXVLYH�RI�SHQDOWLHV�DQG�LQWHUHVW��7KH�
&RPSDQ\�KDV�ILOHG�LWV�SURWHVW�WR�3$1�ODVW�-DQXDU\���������DQG�LV�VWLOO�SHQGLQJ�ZLWK�WKH�
%,5���
�
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��� +3,�KDV�DQ�RQ�JRLQJ�WD[�DXGLW�IRU������QDWLRQDO�WD[HV��$V�RI�'HFHPEHU�����������WKH�
%,5�KDV�QRW�PDGH�DQ\�GHWHUPLQDWLRQ�RI�GHILFLHQF\�WD[HV��
�

��� +3,�KDV�DQ�RQ�JRLQJ�WD[�DXGLW�IRU������QDWLRQDO�WD[HV��$V�RI�'HFHPEHU�����������WKH�
%,5�KDV�QRW�PDGH�DQ\�GHWHUPLQDWLRQ�RI�GHILFLHQF\�WD[HV��
�

��� +3,�KDV�DQ�RQ�JRLQJ�WD[�DXGLW�IRU������QDWLRQDO�WD[HV��$V�RI�'HFHPEHU�����������WKH�
%,5�KDV�QRW�PDGH�DQ\�GHWHUPLQDWLRQ�RI�GHILFLHQF\�WD[HV��
�

7$;�&$6(6��6XEVLGLDULHV��

��� &$&,�UHFHLYHG�D�ILQDO�DVVHVVPHQW�QRWLFH�IURP�WKH�%,5�LQ�'HFHPEHU������IRU�DOOHJHG�
GHILFLHQF\�LQFRPH�WD[�DQG�YDOXH�DGGHG�WD[�FRYHULQJ�WKH�WD[DEOH�\HDU������DPRXQWLQJ�
WR� 3���0�� LQFOXVLYH� RI� SHQDOWLHV� DQG� LQWHUHVW�� &$&,� KDV� DYDLOHG� RI� %,5¶V� DPQHVW\�
SURJUDP�DQG�SDLG�3���.� ODVW�'HFHPEHU�����������7KH�&RPSDQ\� LV�ZDLWLQJ� IRU� WKH�
1RWLFH�RI�,VVXDQFH�$XWKRULW\�WR�&DQFHO�$VVHVVPHQW��1,$7&$��DV�SURRI�RI�FDQFHOODWLRQ�
RI�WKH�DVVHVVPHQW��
�

��� (&/,�KDV�DQ�RQ�JRLQJ�WD[�DXGLW�IRU������QDWLRQDO�WD[HV��$V�RI�'HFHPEHU�����������WKH�
%,5�KDV�QRW�PDGH�DQ\�GHWHUPLQDWLRQ�RI�GHILFLHQF\�WD[HV��
�

��� 0*0&�KDV�DQ�RQ�JRLQJ�WD[�DXGLW�IRU������QDWLRQDO�WD[HV��$V�RI�'HFHPEHU�����������
WKH�%,5�KDV�QRW�PDGH�DQ\�GHWHUPLQDWLRQ�RI�GHILFLHQF\�WD[HV��
�

��� +30&�KDV�DQ�RQ�JRLQJ�WD[�DXGLW�IRU������FDSLWDO�JDLQV�WD[��/DVW�1RYHPEHU����������
+30&�UHFHLYHG�D�)LQDO�'HFLVLRQ�RQ�'LVSXWHG�&ODLP�IRU�WKH�DOOHJHG�GHILFLHQF\�FDSLWDO�
JDLQV�WD[HV�IRU�WKH�DPRXQW�RI�3������0��2Q�'HFHPEHU����������WKH�&RPSDQ\�ILOHG�LWV�
3HWLWLRQ�IRU�5HYLHZ�ZLWK�WKH�&RXUW�RI�7D[�$SSHDOV��
�

��� 2Q�$XJXVW�����������+ROFLP�ILOHG�D�&RPSODLQW�IRU�,QWHUSOHDGHU�DJDLQVW�,OLJDQ��/XJDLW��
DQG� 0LVRU� WR� FRPSHO� WKHP� WR� OLWLJDWH� DPRQJ� WKHPVHOYHV� WR� GHWHUPLQH� ZKR� DPRQJ�
WKHP� KDV� WD[LQJ� MXULVGLFWLRQ� RYHU� +ROFLP¶V� /XJDLW� SODQW�� 2Q� $SULO� ���� ������ +ROFLP�
UHFHLYHG�WKH�57&¶V�'HFLVLRQ�GDWHG�-DQXDU\����������GLVPLVVLQJ�VDLG�FDVH��2Q�0D\�
����������+ROFLP�ILOHG�LWV�0RWLRQ�IRU�5HFRQVLGHUDWLRQ�RI�WKH�57&¶V�'HFLVLRQ���2Q�-XO\�
����������+ROFLP�UHFHLYHG�WKH�FRXUW¶V�2UGHU�GDWHG�-DQXDU\���������GHQ\LQJ�LWV�0RWLRQ�
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Annex A: Reporting Template 
Contextual Information 
Company Details 

Name of Organization Holcim Philippines, Inc. (HPI) and its Subsidiaries 

Location of Headquarters 7/F Two World Square, McKinley Hill, Fort Bonifacio, 
Taguig City 

Location of Operations 

Head Office: Taguig City 
Cement Plant: 

1.� Bacnotan, La Union 
2.� Norzagaray, Bulacan 
3.� Lugait, Misamis Oriental 
4.� Bunawan District, Davao City 

Terminal: 
1.� Manila Harbour Centre, City of Manila 
2.� Calaca, Batangas 
3.� Lapuz District, Iloilo City 

Grinding Plant: Mabini, Batangas 
Paper Bag Plant: Calumpit, Bulacan 
Dry Mix Plant: Bicutan, Parañaque 

Report Boundary: Legal entities 
included in this report 

1.� Holcim Philippines, Inc. 
2.� Excel Concrete Logistics, Inc. 
3.� Holcim Philippines Manufacturing Corporation 
4.� Mabini Grinding Mill Corporation 
5.� Bulkcem Philippines, Inc. 
6.� Calamba Aggregates, Inc. 

Business Model, including 
Primary Activities, Brands, 
Products, and Services 

The Company is primarily engaged in the manufacture, 
sale and distribution of cement and cementitious 
materials. 

Reporting Period January 1 to December 31, 2020 

Highest Ranking Person responsible 
for this report Ann Claire Ramirez 
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Materiality Process 
Explain how you applied the materiality principle (or the materiality process) in identifying 
your material topics.1 

A materiality assessment was conducted in December 2020 to aid Holcim Philippines Inc. 
(HPI) in the identification of specific economic, environmental, social, and governance (EESG) 
issues that matter to its business and stakeholders. The results of the assessment are deemed 
valuable for strategic planning and operational management and may serve as a guide to 
sustainability reporting and communication strategies in the near future. 
 
The survey was used to generate a materiality matrix that reflects the importance of each 
ƐƵƐƚainabiliƚǇ ƚŽƉic ƚŽ HPI͛Ɛ bƵƐineƐƐ and ƐƚakehŽldeƌƐ and ǁŽƵld Ɛeƌǀe aƐ a gƵide fŽƌ ƚhe 
CŽmƉanǇ͛Ɛ ƉƌiŽƌiƚiǌaƚiŽn ƉƌŽceƐƐ and ƚŽ ƚhe diƐclŽƐƵƌeƐ ƚŽ be cŽnƚained in ƚhe ϮϬϮϬ HPI 
Annual Integrated Report (AIR).  The resulting materiality matrix is shown in the next page. 
 
The materiality assessment consisted of the following steps: 

1.� Topic selection (industry-wide) 

Material topics specific to the cement industry were consolidated. This includes topics 
identified by the standards from Global Reporting Initiative (GRI) and the 
Sustainability Accounting Standards Board (SASB) for the sector of Construction 
Materials. Material topics published in the annual integrated or sustainability reports 
of LafargeHolcim (LH) Group and our peers were also included. The peer companies 
considered were Cemex Philippines, Cemex (International), Heidelberg Cement, and 
the Titan Cement Group.  
 

2.� Topic selection (Holcim Philippines-specific) 

From the consolidated material topics, each department in Holcim Philippines 
assigned persons of contact, and represented each department in consultations on 
the relevance of the identified topics to the Company. The resulting list of topics were 
the ones included in the materiality survey. 
 

3.� Materiality survey 

An online survey was conducted with the participation of thirteen Leadership Team 
and Executive Committee members to better reflect Holcim PhilippineƐ͛ ƐƚƌaƚegǇ and 
priorities. The respondents compose the core team in handling the prioritization and 
decision-making matters for the company, hence, are aware of all aspects of 
operations at Holcim Philippines. 

Each sustainability topic was assessed based on their impact to business and impact to 
stakeholders.  

 

                                                             
1 See GRI 102-46(2016) for more guidance. 
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4.� Analysis and presentation of results 

The ratings received from the thirteen Leadership Team and Executive Committee 
members were averaged for each sustainability topic and were placed in the 
appropriate degree in the materiality matrix based on the scores for impact to 
business and impact to stakeholders. The materiality matrix follows the same format 
as the LH Group for consistency. 

 

Emerging as highly critical topics are Health and Safety, Business ethics and compliance, and 
Air Emissions. This shows that the Company strongly values conducting business the right 
way through thorough regulatory compliance, ensuring the safety and welfare of its 
employees especially with the COVID-19 pandemic, and managing its air emissions to 
preserve a healthy environment for its employees and nearby communities. 
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ECONOMIC 

Economic Performance 
Direct Economic Value Generated and Distributed 

Disclosure Amount ;in ͚ϬϬϬͿ Units 

Direct economic value generated (revenue) 26,015,342 PhP 

Direct economic value distributed: 

a. Operating costs 5,687,853 PhP 

b. Employee wages and benefits 1,771,213 PhP 

c. Payments to suppliers 15,355,937 Php 

d. Interest payments to loan providers 357,460 PhP 

e. Taxes paid to government 3,179,618 PhP 

f. Investments in community (e.g., donations, CSR) 10,774 PhP 

 

What is the impact and where 
does it occur? What is the 
organiǌation͛s inǀolǀement in the 
impact? 

Which stakeholders 
are affected? Management Approach 

HŽlcim PhiliƉƉineƐ͛ ŽƉeƌaƚiŽnƐ 
provide employment 
opportunities particularly to the 
communities where we operate.  
 
In addiƚiŽn͕ ƚhe CŽmƉanǇ͛Ɛ 
Corporate Social Responsibility 
(CSR) programs include projects 
for education, health, livelihood, 
skills training that aim to help in 
the development of the 
communities where our plants are 
located.  

Employees, host 
community 

The Company greatly values our 
employees and provides 
competitive compensation and 
benefits. Beyond the basic financial 
incentives, Holcim Philippines has 
put in place a Total Rewards 
System with core and non-core 
benefits. 
 
The core benefits provide 
additional cash opportunities to 
earn which include overtime pay, 
holiday pay and rest day pay among 
the rank-and-file employees. This is 
given in addition to the statutory 
bonus of 13th month pay, and the 
Company provides 14th month 
bonus to regular employees with a 
variable performance bonus 
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scheme applied across the 
organization. Annual paid vacation 
and sick leaves are provided to 
employees to allow them to go on 
personal leave or recuperate from 
illness before reporting for work, 
respectively. Employees occupying 
managerial positions are provided a 
car allowance as one of their work 
tools and for personal/family use. 
 
The non-core benefits augment the 
individual and family unit needs of 
the employees including medical 
health benefits, medical subsidies 
(including optical and dental), 
insurance coverage, and rice 
subsidy. There are also employee 
assistance programs such as 
educational loan, calamity 
assistance, and bereavement 
assistance, which can be availed 
based on their individual needs and 
circumstances. 
 
Given the Company's goal to 
support the LH Group's 
sustainability strategy, The 2030 
Plan, there is more effort given to 
align the stakeholder engagement 
programs to our strategic pillars. 
These consider in perspective the 
critical needs of the communities 
and provide a deeper 
understanding of the target issues 
ǁheƌe ƚhe CŽmƉanǇ͛Ɛ ŽƉeƌaƚing 
sites can support and help. Through 
our CSR Managers or Officers, the 
plant or terminal would conduct 
formal and informal consultation 
meetings or engagements with 
their respective local communities. 
This is where Holcim Philippines 
can craft and develop the right 
programs that would be relevant to 
address the identified needs. 
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The Company contributes to the 
growth of various suppliers and 
contracted service providers 
engaged with in its day-to-day 
operations. 
 
 

Suppliers and service 
providers 

The Company seeks to engage in 
long-term relationships with 
suppliers that are committed to 
sustainable development. Holcim 
PhiliƉƉineƐ͛ gŽal iƐ ƚŽ Ɖaƌƚneƌ ǁiƚh 
suppliers to deliver value-for-cost 
procurement for the Group and the 
customers, and to demonstrate 
responsible supply chain 
management. 
We set guidelines in the selection 
process of suppliers whether it is 
local or foreign to ensure a fair, 
competitive, and transparent 
negotiation process which is 
according to our policies and 
values. 

HŽlcim PhiliƉƉineƐ͛ bƵilding 
products and solutions provide 
high performance and efficiency 
to a diverse range of projects, 
from small home repairs to 
massive infrastructures. 
 
Our products are also essential to 
ƚhe ƐƵcceƐƐ Žf ƚhe gŽǀeƌnmenƚ͛Ɛ 
Build Build Build program and 
other major private projects.  
 
Some of our key projects in 2020 
include road networks built by the 
Department of Public Works and 
Highways (DPWH), Light Rail 
Transit (LRT) Line 1 South (Cavite) 
Extension, Tarlac-Pangasinan-La 
Union Expressway (TPLEX) 
Extension Project, National 
Irrigation Administration (NIA) 
irrigation and flood control 
projects, and the Central Luzon 
Link Expressway (CLLEx). 
 
Aside from supplying our products 
to government projects, we also 
support them by faithfully paying 
our business taxes to provide vital 
revenues for the local and 
national government. 

Government, 
customers and end-
users (builders, 
property developers, 
users of buildings, 
roads and other 
infrastructure)  

Holcim Philippines aims to drive 
innovation to the building industry 
through research and development 
initiatives. We also leverage on the 
global technological expertise 
provided by the LH Group. 
 
Each of our integrated plants can 
conduct in-house tests through our 
cement and concrete testing 
laboratories. We also have Holcim 
Mobile Laboratories capable of 
conducting off site tests to provide 
our key customers with easy access 
to our services. 
 
The Company has a technical sales 
team who provide support to 
customers on concrete and other 
building solutions to enhance 
efficiency and productivity. 
 
The Company also continuously 
invests on new facilities and 
maintains existing facilities to 
improve our services to our 
customers and comply with the 
latest safety and local regulations. 
Alongside with this, we are also 
fast-tracking our initiatives in 
Digitalization ranging from 
commercial, cement production, 
and dispatch processes. 
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What are the Risk/s Identified? Which stakeholders 
are affected? Management Approach 

Foreign currency risks Investors and 
shareholders, direct 
and indirect 
employees, customers, 
and end-users 

The Company has foreign exchange 
exposure but is naturally hedged, 
arising primarily, from purchases of 
goods and services in currencies 
other than the Philippine Peso. 
Should the Company require 
certain foreign currency-
denominated lending or other 
instruments, it may hedge by 
entering derivative transactions. At 
the time of submission, no foreign 
loans have been availed. Due to the 
local nature of the cement 
business, foreign currency risk is 
limited. 

Interest rate risks The Company is exposed to 
fluctuations in financing costs and 
market value movements of its 
debt portfolio related to changes in 
market interest rate. At the time of 
submission, the Company has 
minimal exposure to interest rate 
risk since loan availments are 
mostly short term and fixed 
interest in nature to bridge working 
capital requirements only. Should 
there be a need in the future, the 
Company's interest rate exposure 
may be addressed through the 
steering of the fixed/floating ratio 
of net debt. To manage this mix, 
the Company may enter derivative 
transactions. 

Credit risks The Company trades only with 
recognized, credit-worthy third 
parties, it is the company policy 
that all third parties who wish to 
trade in credit terms are subject to 
credit verification and/or post a 
collateral coming from a reputable 
financial institution. In addition, 
accounts receivable balances are 
monitored on an ongoing basis to 
ƌedƵce ƚhe cŽmƉanieƐ͛ eǆƉŽƐƵƌe ƚŽ 
bad debts to a minimum. 
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Liquidity risks The Company maintains sufficient 
reserves of cash and cash 
equivalents, which are short-term 
in nature, available/unused credit 
lines and readily available 
marketable securities to always 
meet its liquidity requirements. 

What are the Opportunity/ies 
Identified? 

Which stakeholders 
are affected? Management Approach 

Holcim Philippines expresses its 
support to the government as a 
partner for progress. We continue 
to assess our operations to check 
the need for further capacity 
expansion to meet the growing 
Philippine demand and to support 
the development of the local 
manufacturing industry.  

Investors and 
shareholders, direct 
and indirect 
employees, customers, 
end-users, and 
government 

The Company works and maintains 
communication with government 
stakeholders through actively 
participating in public consultations 
and trade policy planning. 

We recognize that tax payments 
support the programs of the 
government. Compliance to tax 
regulations is treated in an 
adamant manner hence, we 
conduct quarterly reporting on 
taxes paid and tax risks to the LH 
Group as part of being transparent 
in the contributions to the 
government.  

The Company aims to be known 
as one of the best building 
solutions providers in the country. 
We are working on this goal 
through producing innovative 
products and solutions which 
enhance efficiency, productivity, 
and promote sustainable 
construction. 

Customers, end-users, 
contractors, 
government agencies 
(Department of Trade 
and Industry, 
Department of Public 
Works and Highways) 

Holcim Philippines continues to 
strengthen our Marketing and 
Innovation department.  

A Product Development Committee 
oversees the development of 
sustainable and environmentally 
friendly products. We continuously 
review and expand our product and 
service offerings to include related 
concrete and construction 
solutions. We also take the lead in 
educating the market on new 
construction practices based on 
international practice.  
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Climate-related risks and opportunities2 

Governance 
DiƐclŽƐe ƚhe ŽƌganiǌaƚiŽn͛Ɛ gŽǀeƌnance aƌŽƵnd climaƚe related risks and opportunities 

a)� DeƐcƌibe ƚhe bŽaƌd͛Ɛ 
oversight of climate-
related risks and 
opportunities 

Holcim Philippines, being a member of the LH Group, aligns its climate 
policies and strategies with the Group. The local Chief Executive Officer, 
who is a member of the Board, oversees the Company's sustainability 
initiatives. He leads the Executive Committee as they work together in 
ensuring that the Company achieves its sustainability commitments 
aligned to the Group strategy. Board meetings are conducted quarterly. 
 
Sustainability strategies and targets are cascaded by the Group to local 
operating companies (OpCo). The sustainability initiatives are 
embedded in the Company's short-, mid-, and long-term development 
plans and budgets which are translated to performance objectives and 
local targets. These are monitored at the Group level and are also 
discussed in the monthly local performance meetings including regional 
meetings (APAC). 

b)� Describe 
managemenƚ͛Ɛ ƌŽle 
in assessing and 
managing climate-
related risks and 
opportunities 

The Group has the overall governance and management while the 
OpCo's led by its Executive Committee ensures that the Company 
achieves its sustainability commitments aligned to the Group strategy. 
The assessment and management of climate-related issues are led by 
the LH Group. The Group, being a leader in providing building 
solutions and located across several countries, the Company has a 
critical role to lead the building industry in the net-zero pathway. The 
OpCos such as Holcim Philippines are to implement the sustainability 
strategies and initiatives aligned to the Group according to local 
setting. 
 
The OpCo Executive Committee ensures the implementation of the 
sustainability strategy and its integration to the overall planning and 
operations. The sustainability strategy and commitments are 
translated into functional objectives, action plans, milestones, and 
responsibilities across the operations. 

Strategy 
Disclose the actual and potential impacts3 of climate-related risks and opportunities on the 
ŽƌganiǌaƚiŽn͛Ɛ bƵƐineƐƐeƐ͕ ƐƚƌaƚegǇ͕ and financial Ɖlanning ǁheƌe ƐƵch infŽƌmaƚiŽn iƐ maƚeƌial 

a)� Describe the 
climate-related risks 
and opportunities 
the organization has 
identified over the 

The Philippines cement industry is associated with high CO2 intensity, 
and Holcim Philippines is subject to a variety of government regulations      
and has committed to Philippine Nationally Determined Contribution 
(NDC) to Paris Agreement to reduce CO2 emissions. These regulations 
can affect the business activities of the Company. In addition, a 

                                                             
2  Adopted from the Recommendations of the Task Force on Climate-Related Financial Disclosures. The TCFD Recommendations 
apply to non-financial companies and financial-sector organizations, including banks, insurance companies, asset managers and 
asset owners. 
3 For this disclosure, impact refers to the impact of climate-related issues on the company.   
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short, medium, and 
long term 

perception of the sector as a high emitter could impact its reputation, 
thus reducing its attractiveness to investors. 

b)� Describe the impact 
of climate-related 
risks and 
opportunities on the 
ŽƌganiǌaƚiŽn͛Ɛ 
businesses, strategy, 
and financial 
planning 

Being a signatory of the Paris Agreement, the Philippine government 
has revised and submitted its nationally determined contribution (NDC) 
to the reduction of carbon emissions, which includes mitigation options 
for the cement industry such as transition to low-carbon products. This 
shift entails increase in production of blended cement and introduction 
of innovative cement solutions. Although there are already some 
regulations to use more blended cement in the market, a push from the 
government is necessary to implement these. In addition, should the 
government fail to incentivize consumption of low-carbon products, 
customers may be unwilling to pay additional costs and the cement 
sector's low carbon roadmap might be compromised. 

c)� Describe the 
resilience of the 
ŽƌganiǌaƚiŽn͛Ɛ 
strategy, taking into 
consideration 
different climate-
related scenarios 
inclƵding a Ϯ϶C Žƌ 
lower scenario  

The Company aligns its sustainability strategy and targets with 
LafargeHolcim Group. The Group is the first global building materials 
cŽmƉanǇ ƚŽ Ɛign ƚhe ͞BƵƐineƐƐ AmbiƚiŽn fŽƌ ϭ͘ϱΣC͟ Ɖledge ǁiƚh 
intermediate targets in 2030 approved by the Science-Based Targets 
initiative (SBTi) in alignment with net zero pathway. 

Risk Management 
Disclose how the organization identifies, assesses, and manages climate-related risks 

a)� Describe the 
ŽƌganiǌaƚiŽn͛Ɛ 
processes for 
identifying and 
assessing climate-
related risks 

The Company follows the risk management approach of LH Group 
composed of several stages:  

1.� Risk Identification and Analysis: The management assesses and 
evaluates the potential impact and likelihood of the key risks 
which could have a material adverse effect on the current or 
future operation of business. The risk horizon includes long-term 
strategic risks and short- to medium-term business risks. 

2.� Risk Mitigation: The management defines the actions and/or 
controls to mitigate the risks identified. 

3.� Monitor and Reporting: Regular progress on the action 
and/controls are followed up by risk leaders at country level and 
reported to the Group. 

4.� Verification and Remediation: Internal control audit performs 
assessments of the effectiveness of the risk assessment process. 
The Group Internal Audit also performs independent assessment 
of the effectiveness of Internal Control. 

b)� Describe the 
ŽƌganiǌaƚiŽn͛Ɛ 
processes for 
managing climate-
related risks 

Since cement operation is resource and energy-intensive and 
contributes to carbon emissions, these are the areas of priority in 
reduction of our environmental impact. 
 
The LH Group sustainability strategy addresses CO2 and climate 
challenge in the construction value chain. It is divided into two sets of 
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actions: short-term and long-term. These actions are cascaded to the 
OpCOs by the Group. 
 
Short-term actions:  

i.� improved clinker production technology;  
ii.� higher usage of alternative fuels and alternative raw materials;  

iii.� optimization of the cement portfolio with lower CO2 footprint;  
iv.� optimization of the concrete product portfolio;  
v.� increase share of solutions and products with favorable CO2 

impact  
 
Long-term actions that are focused on innovation and research and 
development of the following: 

i.� carbon capture solutions and alternative clinker;  
ii.� decarbonized fuel and energy;  

iii.� low-carbon cement;  
iv.� low-carbon concrete;  
v.� ultimate construction methods to reach low-carbon 

construction.  
 
Holcim Philippines also engages proactively and transparently with 
external stakeholders based on positions that are aligned and 
consistent with the goals of the Paris Agreement. 

c)� Describe how 
processes for 
identifying, 
assessing, and 
managing climate-
related risks are 
integrated into the 
ŽƌganiǌaƚiŽn͛Ɛ 
overall risk 
management 

Responsibilities concerning risks are clearly defined following the 
underlying principle that risk management is a line management 
responsibility. Clear roles and responsibilities are defined aligned to the 
sustainability strategy and commitments. 

Metrics and Targets 
Disclose the metrics and targets used to assess and manage relevant climate-related risks and 
opportunities where such information is material 

a)� Disclose the metrics 
used by the 
organization to 
assess climate-
related risks and 
opportunities in line 
with its strategy and 
risk management 
process 

Our sustainability strategy is divided into four pillars namely:  
1. Climate and Energy  
2. Circular Economy  
3. Environment  
4. People and Communities  
 
Climate and Energy: Holcim Philippines measures its climate goals in 
terms of reduced net CO2 emissions (measured in kilograms of CO2 per 
tonne of cementitious material, or kg CO2/tonne). The Company's 
emission targets are aligned with and contribute to the Group's target 
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of 475 kg/t by 2030. The CO2 calculation is aligned with the 
international CO2 protocol established by the Cement Sustainability 
Initiative (now Global Cement and Concrete Association).  
 
Circular Economy: The Company promotes a circular economy to 
address society's waste problem. We will increase the use of waste-
derived resources (metric tons) in the operations. Examples of waste-
derived resources are fly ash, slag and alternative raw materials and 
fuel from other industries.  
 
Environment: To reduce our impact on water resources, we have 
targets to reduce our freshwater withdrawal per ton cementitious 
product (liters/ton cem). This is measured through monitoring of water 
meters installed at production sites. 
 
People and Communities: We make sure to create value for the 
communities in which we operate, live, and work. For our Community 
pillar, we measure the total number of people benefitting from our 
community programs and investments (number of beneficiaries). 
 
We have monthly monitoring of sustainable solutions that we offer by 
monitoring the total net sales under the following criteria:  
1. Affordable Housing Solution  
2. Circular Economy Solution (Waste Management Solution through 
Geocycle)  
3. Low-carbon materials and solutions 

b)� Describe the targets 
used by the 
organization to 
manage climate-
related risks and 
opportunities and 
performance against 
targets 

The Group was the first global building materials company to sign the 
Business Ambition for 1.5°C pledge with intermediate targets in 2030 
approved by the Science-Based Targets initiative (SBTi) in alignment 
with net zero pathway. Holcim Philippines being a member of LH aligns 
its sustainability strategy and targets with the Group. 
 
We have set our targets on each pillar: 
1.� Climate and Energy: reduce our specific CO2 emission to 475 

kgCO2/ton cem by 2030 using the 1990 baseline 
2.� Circular Economy: double the increase of waste-derived resources 

in our operations by 2030 using the 2020 baseline 
3.� Environment: reduce our specific freshwater withdrawal according 

Žn ƚhe GƌŽƵƉ͛Ɛ ƚaƌgeƚa 
4.� People and Communities: target 1.6 million total number of 

beneficiaries from 2020 to 2030 

a The target will be released by the second quarter of 2021. 
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Procurement Practices 
Proportion of spending on local suppliers 
Disclosure Quantity Units 

Percentage of procurement budget used for significant locations of operations that is 
spent on local suppliers 

-� HPIa 80 % 

-� Geocycle Philippinesb 100 % 

a HPI Procurement handles the purchase of raw materials and spare parts for equipment and other logistical equipment 
for Geocycle. 

b Geocycle Procurement handles the purchase for alternative fuel requirements (AFR). 

 

What is the impact and where 
does it occur? What is the 
organiǌation͛s inǀolǀement in the 
impact? 

Which stakeholders 
are affected? Management Approach 

Holcim Philippines mostly 
procured from local suppliers in 
2020. This provided us the 
following advantages: 

Ɣ� Shorter lead time; 
Ɣ� Lower shipping costs; 
Ɣ� Allows for lower 

inventory; and 
Ɣ� Easier management and 

communication with 
suppliers. 

Employees, suppliers, 
and contractors 

Holcim Philippines procures general 
hardware, equipment, 
consumables, and raw materials 
from local suppliers subject to 
quality and compliance parameters.  
However, there are certain 
equipment and parts which need to 
be procured from Original 
Equipment Manufacturer (OEM) 
and Original Parts Manufacturer 
(OPM) for operational safety and 
efficiency. 

What are the Risk/s Identified? Which stakeholders 
are affected? Management Approach 

Procuring from local suppliers also 
entails risks. Some local suppliers 
(repair and maintenance services) 
lack the technical capabilities to 
perform the job which limits the 
number of resources available 
locally. There is also the risk of 
being supplied with non-genuine, 
sub-standard parts. Some 
suppliers may not be fully 
complying with government laws 
and regulations as well as the 
CŽmƉanǇ͛Ɛ diƌecƚiǀeƐ and 
sustainability initiatives. 

Employees, suppliers 
and contractors 

Holcim Philippines mitigates the 
risks by only dealing with local 
authorized distributors as validated 
by the original equipment 
manufacturer and original parts 
manufacturer. We also review our 
ƐƵƉƉlieƌƐ͛ ƉeƌfŽƌmance and ƚƌack 
record in and out of the Company.  
 
We also perform regular evaluation 
of new and current suppliers on 
Business Code of Conduct, 
Occupational Health and Safety, 
Human Rights and Labor, 
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Environmental Systems, and Legal 
requirements which are the focus 
areas of our Sustainable 
Procurement Initiative (SPI). We 
provide a self-assessment 
questionnaire to the suppliers and 
they are assessed by Dun and 
Bradsheet (D&B), Holcim 
PhiliƉƉineƐ͛ Ɖaƌƚneƌ in aƐƐeƐƐing ƚhe 
eligibility of vendors. 

What are the Opportunity/ies 
Identified? 

Which stakeholders 
are affected? Management Approach 

Holcim Philippines recognizes the 
opportunity to push our 
sustainability agenda in our 
supply chain. We get our suppliers 
involved in our sustainability 
objectives and encourage their 
management to adapt the same 
or similar standards for 
sustainable development. 

Suppliers and 
contractors 

The Company involves our 
suppliers through educating and 
informing workers of their rights, 
including contractors in our health 
and safety related programs, 
conducting technology transfer, 
and implementing the SPI. 

 

Anti-corruption 
Training on Anti-corruption Policies and Procedures 

Disclosure Quantity Units 

Peƌcenƚage Žf emƉlŽǇeeƐ ƚŽ ǁhŽm ƚhe ŽƌganiǌaƚiŽn͛Ɛ anƚi-
corruption policies and procedures have been communicated to 100 % 

Percentage Žf bƵƐineƐƐ ƉaƌƚneƌƐ ƚŽ ǁhŽm ƚhe ŽƌganiǌaƚiŽn͛Ɛ anƚi-
corruption policies and procedures have been communicated to   

-� HPIa 60 % 

-� Geocycle Philippines 100 % 

Percentage of directors and management that have received anti-
corruption training 100 % 

Percentage of employees that have received anti-corruption training 36b % 

a Figure includes the suppliers that are part of HPI’s 80% top spend in 2020. 

b For 2020, Medium and High Exposed employees were enrolled in an online learning module, while Face-to-Face 
training was conducted to Senior Management and New Employees based on a multiyear training plan. 
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What is the impact and where 
does it occur? What is the 
organiǌation͛s inǀolǀement in the 
impact? 

Which stakeholders 
are affected? Management Approach 

Holcim Philippines endeavors to 
conduct our business with 
integrity. We practice zero 
tolerance to corruption in our 
private and public relations and 
have aligned our policies with 
global policies on ethical business 
conduct. Training and 
Communications have been 
effective in building the vision of 
doing business with integrity. 
 

Employees, 
communities, 
government, suppliers 
and service providers 

Communications of the policies 
under the LafargeHolcim Code of 
Business Conduct (CoBC) are made 
annually and on a quarterly basis 
messages from the Chief Executive 
Officer (CEO), infographics, email 
reminders, posters and other 
modes of communications are 
utilized. The Company also has a 
local communications online page 
called LH Connect which cascades 
other means of communications 
and reminders on Company policies 
and directives. 
 
All new employees receive 
introductory training on the Code 
of Business Conduct which 
emphasizes the Anti-Bribery and 
Corruption Directives of the 
CŽmƉanǇ͘ The CŽmƉanǇ͛Ɛ 
compliance program determines 
emƉlŽǇeeƐ͛ leǀel Žf eǆƉŽƐƵƌe and 
from which develops a training 
method and cycle for their 
continuous training. In 2020, 
medium- and high- exposed 
employees were enrolled in an 
online anti-bribery and corruption 
learning module, a timely form of 
training during this COVID-19 
pandemic. 
 
For the senior management, an 
annual workshop-format training 
facilitated by the Regional 
Compliance Officer was held, 
fostering greater participation, and 
sharing of actual and practical 
experiences in daily operations, as 
well as best practices which helped 
the Company navigate related 
issues.  
 
In the case of suppliers, our zero-
tolerance on Anti-Bribery and 
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Corruption is clearly stated in our 
Supplier Code of Business Conduct 
which are not only communicated 
to suppliers but are also referred to 
and included in Supplier and 
Service Contracts. Our contracts 
with suppliers have a provision on 
our Anti-Bribery and Corruption 
Directive. 

What are the Risk/s Identified? Which stakeholders 
are affected? Management Approach 

Our zero tolerance for corruption 
faces challenges in terms of 
maintaining a culture of 
compliance, ensuring the 
cŽnƐiƐƚencǇ Žf ƚhe ͞TŽne fƌŽm 
TŽƉ͕͟ and gƵaƌanƚeeing gŽŽd 
practices are exercised by 
exposed employees in their 
functions. 
 
The lack of training and 
communications on anti-
corruption policies and directives 
may result in inadequate 
emphasis on building a culture of 
business integrity. This problem 
poses risks of exposure to private 
and public bribery and corruption 
incidents which may put the 
Company at risk of violation of 
Anti-bribery and corruption laws 
and policies. 

Employees, 
communities, 
government, suppliers 
and service providers 

Holcim Philippines subscribes to 
the LH CoBC in pursuit of building 
business with Integrity. The Anti-
Bribery and Corruption (ABC) 
Directive is among the pillars of the 
CoBC. It offers guidance and 
provides examples to help the 
Company and our people whenever 
we encounter challenging 
situations in our daily operations. 
Aside from the ABC Directive, the 
Code includes directives on Anti-
Retaliation, Gifts, Hospitalities, 
Entertainment and Travel Policy, 
Fair Competition, and Conflict of 
Interest that are included in the 
Code. 
 
The Local Compliance Officer (LCO) 
is primarily responsible for the 
management, implementation and 
oversight regarding these ethics- 
and compliance-related policies. In 
support of the LCO and, under the 
LH Group Directives, the General 
Counsel and the CEO remain the 
principal officers and drivers 
responsible in ensuring the "Tone 
from Top" on business integrity 
always persists. 

What are the Opportunity/ies 
Identified? 

Which stakeholders 
are affected? Management Approach 

The CŽmƉanǇ͛Ɛ Legal and 
CŽmƉliance ƚeam͛Ɛ effŽƌƚƐ ƚŽ 
develop and strengthen the 
culture of doing the right thing 
has gained support and 

Employees, 
communities, 
government, suppliers 
and service providers 

The Company explores various 
means of communicating and 
learning to effectively reach all 
stakeholders.  In 2020, Holcim 
Experts Talks was launched and 
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collaboration from all functions 
and its partners.  This has led to 
recognition of Holcim Philippines 
as a brand which upholds 
business integrity��

became a vehicle to invite external 
and internal speakers to increase 
awareness on sustainability, 
environment, gender issues, 
corruption, and business integrity. 

 

Incidents of Corruption 

Disclosure Quantity Units 

Number of incidents in which directors were removed or 
disciplined for corruption 0 # 

Number of incidents in which employees were dismissed or 
disciplined for corruption 0 # 

Number of incidents when contracts with business partners 
were terminated due to incidents of corruption 0 # 

 

What is the impact and where 
does it occur? What is the 
organiǌation͛s inǀolǀement in the 
impact? 

Which stakeholders 
are affected? Management Approach 

Holcim Philippines has recorded 
zero incidents of corruption for 
2020.  

Employees, 
communities, suppliers 
and service providers 

All incidents of corruption are 
treated seriously, and 
investigations are instituted and 
completed leading to resolution or 
administrative action. The 
Company's Code of Discipline called 
the HPHI Way is the basic guide to 
conducting administrative 
investigations whenever corruption 
involves officers or employees of 
the Company. 

What are the Risk/s Identified? Which stakeholders 
are affected? Management Approach 

A challenge identified in 
ƵƉhŽlding ƚhe CŽmƉanǇ͛Ɛ 
integrity and compliance is the 
presence of corruption risks in 
employee interactions with 
external parties (e.g., customers, 
communities and local 
government, permits and 
licensing offices, etc.). Checks and 
balances should be constantly 

Employees, 
communities, suppliers 
and service providers 

The Company has a five-element 
compliance program for anti-
corruption which includes risk 
assessment, controls, training and 
communications, monitoring and 
follow-up, and organization and 
governance. 
 
The Company initially identifies and 
assesses its exposure to risks of 
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reviewed and reinforced to 
incorporate needed adjustments 
based on previous incidents. 
  

anti-bribery and which functions 
are exposed to the identified risks.  
 
After this step, existing controls are 
reviewed, assessed, modified and 
implemented to address the risks.   
 
Holcim Philippines also believes 
that training and communications 
play a vital role in ensuring that the 
policies and directives are 
understood and provide sufficient 
guidance in all levels of the 
organization.  
 
Monitoring and persistent follow 
up using tools and scheduled 
reviews are also implemented to 
check risks and controls and the 
effectiveness of communications 
and training.   
 
Lastly, governance and a consistent 
tone from top is one of the most 
important tools used by the 
Company. Matters and issues on 
ethics and compliance are 
discussed during meetings of the 
Audit and Executive Committee 
meetings. 

What are the Opportunity/ies 
Identified? 

Which stakeholders 
are affected? Management Approach 

The Company has a whistleblower 
platform called the Integrity Line 
under the LH Compliance 
Reporting Directive.  Employees 
and third parties may report 
through the toll-free number: 
080038393839 or the online 
platform 
https://integrity.lafargeholcim.co
m/ 
  
The Integrity Line enables anyone 
to report in good faith concerns 
or to ask for further advice on any 
integrity or compliance issue. In 
this way, stakeholders are 
encouraged to speak up and 

Employees, 
communities, suppliers 
and service providers 

The Company does not tolerate 
retaliation against any employee 
who reports a concern in good 
faith. Individuals who take action 
against a person for raising a 
concern or participating in an 
investigation will be subject to 
disciplinary action, up to and 
including termination of 
employment. Identities of anyone 
who reports through the Integrity 
Line remain anonymous and 
protected under the LH Compliance 
Policies. 
 
Internal Audits are periodically 
performed to check controls and 
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report any possible, imminent, or 
actual violation of policies on the 
CoBC. 

directives implemented to address 
the risks and cases of possible 
corruption practices. In addition, 
the LH Group and the Company 
also employs external auditors to 
annually review and ensure that 
there are sufficient oversight and 
control mechanisms in all 
functional areas of the Company. 
 
The Company annually reviews the 
internal audit findings and shares 
best practices to develop more 
controls and effective training and 
communications to create a culture 
based on business integrity and 
doing the right thing.   
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ENVIRONMENT 

Resource Management 
Energy consumption within the organization 

Disclosure Quantity Units 

Energy consumption (renewable sources) 0 MWh 

Energy consumption (gasoline) 286 L 

Energy consumption (LPG) N/A GJ 

Energy consumption (diesel) 6,438,097 L 

Energy consumption (electricity) 551,313 MWh 

 

Reduction of energy consumption 

Disclosure Quantity Units 

Energy consumption (renewable sources) 0 MWh 

Energy consumption (gasoline) 26 L 

Energy consumption (LPG) N/A GJ 

Energy consumption (diesel) 2,126,423 L 

Energy consumption (electricity) 92,123 kWh 

 

What is the impact and where 
does it occur? What is the 
organiǌation͛s inǀolǀement in the 
impact? 

Which stakeholders 
are affected? Management Approach 

HŽlcim PhiliƉƉineƐ͛ ŽƉeƌaƚiŽnƐ 
include the manufacturing of 
cement which is an energy-
intensive process. We aim to 
continuously improve our energy 
efficiency as it reduces the carbon 
intensity of our products and 
lowers our production costs. It is 
critical for the Company to lessen 
our environmental impact, operate 
sustainably, and lessen our energy 
costs.  

Employees, 
community, suppliers 
and service providers 

The Company has energy 
management processes in place to 
ensure high performance in respect 
to energy consumption and cost, 
sustainable operations, and 
continuous improvement. 
 
For each cement integrated plant, 
Thermal and Electrical Energy 
Reference Values (RV) are 
determined and embedded in the 
business process. The Energy 
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 Management Process is built 
around the Energy RVs and includes 
adaptation of RVs for 
benchmarking, budgeting and target 
setting, gap analysis by process 
audits and corresponding action 
plan, follow up and roadmap to 
minimize and ultimately close the 
gap. Beyond closing the gap versus 
the reference values, the company 
also looks at potential reduction 
through: 
1.� Efficient production planning by 

improving production rates 
2.� Alternative raw material use 
3.� Equipment modification 
4.� Process Optimization (i.e., 

grinding aid optimization) 
 
We monitor our electrical energy 
consumption by total and specific 
electrical energy consumption 
(SEEC) in kWh/ton cement while 
thermal energy consumption is 
specific thermal energy 
consumption (STEC) in MJ/ton 
clinker. These data are linked to our 
centralized Technical Information 
System (TIS) for real-time 
monitoring. 

What are the Risk/s Identified? Which stakeholders 
are affected? Management Approach 

High energy costs and unstable 
supply of raw materials are risks 
that may impact our operations.  
 
Additionally, current legislation 
proposals on banning importation 
of some alternative fuels may 
affect the sustainable supply of 
alternative fuels. 

Employees, 
community, suppliers 
and service providers 

To ensure continuous supply of 
power to our sites, the Company 
secured long-term contracts with 
power service providers. As for coal 
and fuel, we secure our supply 
annually. We also aim to increase 
our usage of alternative fuels 
through Geocycle to support some 
of our fuel requirements. 

What are the Opportunity/ies 
Identified? 

Which stakeholders 
are affected? Management Approach 
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Holcim Philippines is committed to 
explore alternative energy supplies 
to lessen our environmental 
impact. 

Employees, 
community, suppliers 
and service providers 

The use of alternative fuels (AFR) 
through our Geocycle is strongly 
being positioned to reduce our coal 
consumption. The Company has 
partnered with different industries 
and municipalities to use their 
qualified wastes to be used as 
alternative fuel in our operations 
through our co-processing 
technology. 
 
We also plan to explore waste-heat 
recovery in the long run to reduce 
our electrical energy consumption. 

 

Water consumption within the organization 

Disclosure Quantity Units 

Water withdrawal 1,494,083 Cubic meters 

Water consumption 1,085,798 Cubic meters 

Water recycled and reused 9,081 Cubic meters 

 

What is the impact and where 
does it occur? What is the 
organiǌation͛s inǀolǀement in the 
impact? 

Which stakeholders 
are affected? Management Approach 

While the construction material 
industry is not water intensive, 
we still consider water as an 
essential resource which needs to 
be sustainably managed. 

Employees, 
community, suppliers 
and service providers 

Holcim Philippines implements the 
following actions to ensure the 
sustainable management of water 
resources and reduce the water 
impact of our operations: 
1.� Measurement of operational 

water footprint 
2.� Managing our water usage 

through improvement of plant 
water efficiency by water 
recycling, rainwater harvesting 
and stormwater management. 
This also includes automation 
of water systems to optimize 
water use especially for 
cooling systems and regular 
maintenance of water 
infrastructures to prevent 
leakages. 
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3.� Evaluating and mitigating 
water-related risks 

4.� Identifying opportunities to 
make positive contributions on 
water resources and 
ecosystems such as 
engagement with stakeholders 
to communicate the use of 
water resources more 
effectively and efficiently and 
providing water supply 
infrastructures to communities 
especially in water-scarce 
areas. 

What are the Risk/s Identified? Which stakeholders 
are affected? Management Approach 

The increasing demand for water 
brought about by population 
growth, urbanization, and 
industrialization would lower the 
supply and cause its price to rise. 

Employees, 
community, suppliers 
and service providers 

Holcim Philippines implements 
water efficiency measures to lessen 
withdrawals of fresh water. 
 
Cooling our equipment requires the 
most water in our operations. 
Hence, our plants are equipped 
with a water recycling system, a 
close-loop system where cooling 
water is recycled. 
 
The water being withdrawn by the 
plants are considered as make-up 
water for spraying and domestic 
use. Rainwater harvesting is also 
practiced at our sites in La Union, 
Lugait, and Bulacan. 
 
Watershed characterization studies 
have also been done and 
georesistivity studies were 
conducted for groundwater 
assessment to ensure our 
sustainable sourcing of water. 

What are the Opportunity/ies 
Identified? 

Which stakeholders 
are affected? Management Approach 

Holcim Philippines shares water 
resources with nearby 
communities, pushing us to be 
more efficient in utilizing water 
resources for our operations. 

Employees, 
community, suppliers 
and service providers 

The Company's target, aligned to 
LH Group's target, is to reduce our 
water consumption. We also target 
to increase the volume of 
consumption of our rainwater 
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harvested. Continuous 
improvement of water systems in 
the plant are also being done such 
as increasing our recycling 
efficiency rate. 

 

Materials used by the organization 

Disclosure Quantity Units 

Materials used by weight or volume   

a.� Renewable 457,116 kg/liters 

b.� Non-renewable 7,718,535 Tons 

Percentage of recycled input materials used to 
manƵfacƚƵƌe ƚhe ŽƌganiǌaƚiŽn͛Ɛ ƉƌimaƌǇ ƉƌŽdƵcƚƐ and 
services 

6 % 

 

What is the impact and where 
does it occur? What is the 
organiǌation͛s inǀolǀement in the 
impact? 

Which stakeholders 
are affected? Management Approach 

Cement production is a resource-
intensive process as it utilizes raw 
materials such as limestone, silica, 
and shale to produce clinker, the 
main ingredient of cement. 
Mineral components such as 
pozzolan, limestone, fly ash, and 
slag are added to the limestone to 
produce cement. Gypsum is also 
added as a cement retarder. 
 
We source most of our raw 
materials for clinkers from our 
associate company, Holcim 
Mining and Development Corp. 
(HMDC) and its subsidiaries. 
Meanwhile, the mineral 
components are sourced from 
various suppliers. 

Employees, 
community, suppliers 
and service providers 

One of the main drivers in reducing 
our material consumption is the 
reduction of the clinker component 
of cement by producing more 
blended cement. This reduces our 
consumption of natural raw 
materials like limestone. As an 
alternative, we utilize waste-
derived resources or cement 
additives such as fly ash and 
granulated blast furnace slag 
(GBFS) and synthetic 
phosphogypsum. These materials 
are by-products of other industrial 
processing plants. We also utilize 
other alternative raw materials 
such as contaminated soil or 
bottom ash in producing clinkers to 
lessen our consumption of natural 
resources. 

What are the Risk/s Identified? Which stakeholders 
are affected? Management Approach 
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The sustainable supply of raw 
materials, especially mineral 
components, remain to be at risk 
since these are non-renewable 
resources.  

Employees, suppliers 
and service providers 

Holcim Philippines promotes the 
production of more blended 
cement with lower clinker content. 
Quality control is essential to 
clinker optimization, so we can add 
more cement additives while 
improving strength.  
 
We also explore the utilization of 
alternative raw materials for clinker 
production to reduce our usage of 
natural resources such as 
limestone. We partner with coal 
power plants, the steel industry, 
and other industries to collect their 
by-products that can be utilized in 
our operations. 
 
Overall, these initiatives lower our 
carbon footprint. 

What are the Opportunity/ies 
Identified? 

Which stakeholders 
are affected? Management Approach 

Holcim Philippines is shifting 
towards utilizing more waste-
derived resources to reduce our 
use of virgin raw materials mined 
from quarries. 

Employees, suppliers 
and service providers 

One of our sustainability targets is 
to increase the use of waste-
derived resources. The LH Group 
targets to increase reuse of waste-
derived resources by 100 million 
metric tons in 2030.   

 

Ecosystems and biodiversity (whether in upland/watershed or coastal/marine) 

Disclosure Quantity Units 

Operational sites owned, leased, managed in, or adjacent to, 
protected areas and areas of high biodiversity value outside 
protected areas 

N/A # 

Habitats protected or restored  N/A ha 

IUCN4 Red List species and national conservation list species 
with habitats in areas affected by operations N/A  

 

What is the impact and where 
does it occur? What is the 

Which stakeholders 
are affected? Management Approach 

                                                             
4 International Union for Conservation of Nature 
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organiǌation͛s inǀolǀement in the 
impact? 

This is not considered as a material topic for Holcim Philippines. 

What are the Risk/s Identified? Which stakeholders 
are affected? Management Approach 

This is not considered as a material topic for Holcim Philippines. 

What are the Opportunity/ies 
Identified? 

Which stakeholders 
are affected? Management Approach 

This is not considered as a material topic for Holcim Philippines. 

 

Environmental Impact Management 
Air Emissions 
GHG 

Disclosure Quantity Units 

Direct (Scope 1) GHG Emissions 3,183,751 Tonnes CO2e 

Energy indirect (Scope 2) GHG Emissions 413,162 Tonnes CO2e 

Emission of ozone-depleting substances (ODS) N/A Tonnes CO2e 

 

What is the impact and where 
does it occur? What is the 
organiǌation͛s inǀolǀement in the 
impact? 

Which stakeholders 
are affected? Management Approach 

The main GHG emission of 
cement operation is CO2. The 
main sources are from the 
calcination process of limestone, 
the major component of clinker 
needed to produce cement, and 
the combustion of traditional 
fossil fuels such as coal in clinker 
production. Limestone (CaCO3), 
when heated at extremely high 
temperatures, is broken down 
into CaO and CO2 as emissions.  

Employees, 
community, suppliers 
and service providers 

Holcim Philippines monitors our 
GHG emission and has set targets 
to reduce our CO2 emissions as 
aligned to the LH Group target. In 
terms of reporting, we follow the 
CO2 protocol or CO2 and Energy 
Accounting and Reporting Standard 
for the Cement Sector established 
by the Cement Sustainability 
Initiative (CSI), now called the 
Global Cement and Concrete 
Association (GCCA). The protocol is 
based on the Intergovernmental 
Panel on Climate Change (IPCC) 
Reporting Protocol, and the 
Greenhouse Gas Protocol designed 
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by the World Business Council for 
Sustainable Development (WBCSD) 
and World Resource Institute 
(WRI).  
 
CO2 reporting is done monthly, 
discussed in management 
meetings, and monitored by the LH 
Group. We monitor the following 
parameters for CO2 emission 
reporting: 

1.� Clinker Production Volume 
2.� Cement Production Volume 
3.� Fuel consumption 

(traditional fuel) and 
chemical analysis 

4.� Alternative Fuel and Raw 
Materials (AFR) 
consumption 

5.� Clinker factor (clinker 
content of cement) 

6.� Specific thermal energy 
consumption (STEEC) 

7.� Electrical energy 
consumption (SEEC) 

What are the Risk/s Identified? Which stakeholders 
are affected? Management Approach 

The supply of alternative fuels 
and waste-derived resources like 
fly ash and slag is still limited. 

Employees, 
community, suppliers 
and service providers 

The Company continues to explore 
more sources and industry partners 
and provide support for regulations 
allowing importation of alternative 
fuels due to local supply limitations. 

What are the Opportunity/ies 
Identified? 

Which stakeholders 
are affected? Management Approach 

DTI͛Ɛ amendmenƚ Žf ƚhe 
Philippine National Standard 
(PNS) on Portland Cement 
promotes the use of different 
types of mineral components 
such as slag and fly ash from 
waste-derived resources for the 
production of blended cement for 
different construction 
applications. 
 

Employees, 
community, suppliers 
and service providers 

Holcim Philippines targets to 
reduce our CO2 emission to 475 kg 
CO2 per metric ton of cementitious 
product by 2030. This is aligned 
with the LH Group target as 
validated by the Science-Based 
Targets initiative (SBTi). 

 
The CŽmƉanǇ͛Ɛ iniƚiaƚiǀeƐ aƌe ƚŽ͗ 

 
1.� Increase clinker substitution  
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Replacing clinkers with 
alternative mineral 
components such as pozzolan 
and fly ash or slag, which are 
waste-derived resources from 
other industries, to produce 
blended cement. Blended 
cement has a lower carbon 
footprint compared to 
ordinary portland cement 
(OPC). Holcim Solido, our 
relatively new blended cement 
product launched in 2018 is an 
alternative to OPC for road 
and building constructions. It is 
estimated to have a 10-20% 
lower CO2 footprint than OPC. 
Holcim Excel, our general-
purpose cement on the other 
hand, has a 20-25% lower CO2 
footprint than OPC. In 
addition, the Holcim Wallright 
masonry cement has the 
lowest CO2 footprint, 35% 
lower compared to OPC.  

2.� Increase use of alternative 
fuel 
Using pretreated waste and 
low-carbon fuels is another 
way to reduce the carbon 
intensity of cement. Such 
alternative fuels emit less CO2 
than traditional fuels. Other 
sources, such as biomass that 
we use, are considered carbon 
neutral. Using these 
alternative energy sources also 
divert waste from incineration 
or landfill, providing a solution 
to waste management issues, 
and helps in keeping fossil 
fuels in the ground.  

3.� Improve energy efficiency 
Improving energy efficiency 
through process optimization 
and replacement of least-
energy efficient equipment or 
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technology is also considered 
and implemented.  

 
We measure our target in terms of 
reduced net CO2 emissions 
(measured in kilograms of CO2 per 
tonne of cementitious material, or 
kg CO2/tonne). Our target by 2030 
was revised in 2020 to a more 
aggressive target, from 520 to 475 
kg CO2/tonne. 

 

Air Pollutants 
Disclosure Quantity Units 

NOx 
Bulacan Plant 451.82 

mg/Nm3 
La Union Plant 386.66 
Lugait Plant 229.44 
Davao Plant 311.73 
DENR Regulatory Limit 1,000 

SOx 
Bulacan Plant 24.18 

mg/Nm3 
La Union Plant 6.69 
Lugait Plant 32.42 
Davao Plant 0.75 
DENR Regulatory Limit 1,500 

Particulate Matter (PM 10) 
Bulacan Plant 31.52 

mg/Nm3 
La Union Plant 15.63 
Lugait Plant 32.03 
Davao Plant 14.32 
DENR Regulatory Limit 150 

Carbon Monoxide (CO) 
Bulacan Plant 375.87 

mg/Nm3 
La Union Plant 224.13 
Lugait Plant 307.55 
Davao Plant 92.62 
DENR Regulatory Limit 500 

Persistent organic pollutants (POPs) 
x� PCB-contaminated transformers 

N/A kg 

Volatile organic compounds (VOCs) 
Bulacan Plant 17.99 

mg/Nm3 
La Union Plant 12.90 
Lugait Plant 6.50 
Davao Plant 1.20 
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DENR Regulatory Limit N/A 
Hazardous air pollutants (HAPs) N/A kg 
Dioxins/Furans 

Bulacan Plant 0.002 

ng/M3 
La Union Plant 0.004 
Lugait Plant 0.0026 
Davao Plant 0.0009 
DENR Regulatory Limit 0.1 

 

What is the impact and where 
does it occur? What is the 
organiǌation͛s inǀolǀement in the 
impact? 

Which stakeholders 
are affected? Management Approach 

Air emissions are one of the key 
environmental impacts of cement 
production. The Company 
monitors and manages our 
emissions from point sources and 
fugitive sources. 

Employees, 
community, suppliers 
and service providers 

Our integrated plants are equipped 
with Continuous Emission 
Monitoring System (CEMS) to 
measure and monitor major 
atmospheric emissions such as dust 
or particulate matter, NOx, SOx, 
VOC, and CO. The company ensures 
100% compliance to regulatory 
requirements including the LH 
Group's standard. We aim for the 
100% availability of our CEMS 
through regular maintenance and 
annual calibration by a third-party. 
We also conduct external 
monitoring through the following: 
 
1.� Multi-partite monitoring with 

a team composed of 
representatives from the local 
government, community, non-
government organizations and 
DENR-PENRO / CENRO which 
conducts quarterly monitoring 
and witnesses ambient 
monitoring.  

2.� Annual testing of house 
measurements at point 
sources ʹ a third-party service 
provider conducts stack 
sampling and testing in all 
plants to validate the results 
from the CEMS. They also 
provide information on heavy 
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metals emissions including 
levels of dioxins and furans 
during testing.  

3.� Quarterly ambient air 
monitoring (area sources) ʹ 
engagement of DENR-
accredited third-party 
laboratory to conduct 
quarterly monitoring for self-
monitoring. 

What are the Risk/s Identified? Which stakeholders 
are affected? Management Approach 

In the long run, there may be 
stricter regulatory limits for air 
emissions in the Philippines.  

Employees, 
community, suppliers 
and service providers 

The Company continuously 
improves our air emissions 
management through process 
optimization and emission control 
techniques. Our plants are 
equipped with electrostatic 
precipitators (EP) and baghouses to 
manage dust or particulate matter 
emission. We also continuously 
improve our thermal process 
through optimization to effectively 
manage NOx, VOC, and CO. We 
have in place strict quality controls 
for raw materials, fuels and AFR to 
manage SOx and heavy metals 
emissions and other emissions. 

What are the Opportunity/ies 
Identified? 

Which stakeholders 
are affected? Management Approach 

We are committed to significantly 
reduce our air emissions below 
the regulatory limits. 

Employees, 
community, suppliers 
and service providers 

Our main focus is on the 
management of dust or particulate 
matter emissions. In relation to 
this, we have implemented dust 
abatement projects. In 2020, 
Holcim Philippines spent about 16 
million PHP and will continue to 
invest in the proper technology and 
processes to ensure proper and 
efficient operation of our air 
pollution control facilities. 
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Solid and Hazardous Wastes 
Solid Waste 

Disclosure Quantity Units 

Total solid waste generated 300,016 kg 

Reusable 0 kg 

Recyclable 182,240 kg 

Composted 20,058 kg 

Incinerated 0 kg 

Co-processed 70,680 kg 

Residuals/Landfilled 27,038 kg 

 

What is the impact and where 
does it occur? What is the 
organiǌation͛s inǀolǀement in the 
impact? 

Which stakeholders 
are affected? Management Approach 

Holcim Philippines follows proper 
management and disposal of 
wastes in our sites, in compliance 
with regulatory requirements. 

Employees, 
community, suppliers 
and service providers 

It is critical to have an effective 
solid waste management system to 
comply with environmental 
regulations such as R.A. 9003, and 
to mitigate environmental impacts 
and reputational risks. 
 
Holcim Philippines follows the 
waste management hierarchy 
which prioritizes waste avoidance, 
reduction, re-processing, and 
recycling. The materials at the 
plants that can be recycled are sold 
to accredited scrap buyers while 
some of the wastes are composted 
when applicable and the rest are 
sent to Geocycle for co-processing. 
These practices are included in the 
Company's waste management 
protocols which are strictly being 
implemented in the sites.  In areas 
with no nearby co-processing 
facility, the wastes are collected by 
the municipality or barangay.   
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What are the Risk/s Identified? Which stakeholders 
are affected? Management Approach 

Having employees and 
contractors who do not follow 
proper waste management 
protocols may result in non-
compliance to environmental 
regulations and reputational risks. 
 

Employees, 
community, suppliers 
and service providers 

Holcim Philippines conducts proper 
waste management campaigns 
utilizing rewards and consequence 
management to promote a positive 
change in behavior of our 
employees and contractors. 

What are the Opportunity/ies 
Identified? 

Which stakeholders 
are affected? Management Approach 

Geocycle is our sustainable waste 
management solutions business. 
We receive non-recyclable wastes 
from the industries, local 
government units, and agriculture 
sector and convert these to 
alternative fuels and use co-
processing to treat these.  This 
helps provide environmentally 
sound solutions to customers in 
treating their wastes and at the 
same time contributes to 
lowering Holcim Philippines' 
carbon footprint. 

Employees, 
community, suppliers 
and service providers 

Geocycle uses co-processing 
technology. It is a safe and secure 
method of waste management. 
Waste materials are pre-processed 
to transform it to alternative fuel 
and co-processed at temperatures 
ranging from 1,200°C to 2,000°C 
and a long residence time. These 
high temperatures and long 
residence time ensure the total 
treatment of wastes through 
thermal oxidation. High 
temperatures and availability of 
oxygen likewise avoid the 
formation of dioxins and furans. 
 
Geocycle partners with industries 
including municipalities and collect 
their wastes to be used as 
alternative fuel or alternative raw 
material. Wastes are managed by 
diverting them from traditional 
disposal facilities like landfills, 
incinerators, and dumpsites. 
 
Geocycle has clients in various 
sectors, including agriculture, 
chemicals, consumer goods, 
construction, transportation, 
petroleum, pharmaceuticals, and 
food processing, among others. 
Waste processed by the service 
ranges from hazardous chemicals 
like paint and oil, rubber waste, 
agricultural by-products and other 
materials that can no longer be 
reused or recycled.  
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Geocycle adheres to strict 
standards in qualifying wastes for 
pre-processing and use of 
alternative fuels and alternative 
raw materials for co-processing, 
ensuring it complies with health, 
environmental, safety and product 
quality regulations and Company 
standards. 

 

Hazardous Waste 

Disclosure Quantity Units 

Total weight of hazardous waste generated 

Used oil 180,906 L 

Busted bulbs 1,608 pcs 

Batteries 423 pcs 

Empty ink cartridge 2,050 kg 

Electrical and electronic equipment              514 kg 

Empty containers (i.e paint, chemicals) 73 kg 

Paint/Oil contaminated materials  3,101 kg 

Total weight of hazardous waste transported 143.281 tons 

 

What is the impact and where 
does it occur? What is the 
organiǌation͛s inǀolǀement in the 
impact? 

Which stakeholders 
are affected? Management Approach 

Holcim Philippines practices 
proper management and disposal 
of hazardous wastes in our sites, 
in compliance with regulatory 
requirements. 

Employees, 
community, suppliers 
and service providers 

The plants are equipped with 
proper hazardous storages 
according to the requirements of 
Hazardous Wastes Act (R.A. 6969). 
The plant generates mostly used oil 
and grease and oil-contaminated 
materials. These materials are co-
processed through Geocycle. The 
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used oil generated is reduced 
through proper maintenance of 
equipment. Other wastes 
generated such as batteries, busted 
bulbs, empty ink cartridges and 
electronic equipment that cannot 
be co-processed are treated and 
disposed through third-party DENR-
accredited treatment, storage, and 
disposal (TSD) facilities.   

What are the Risk/s Identified? Which stakeholders 
are affected? Management Approach 

Improper management of 
hazardous wastes could lead to 
notice of violations, fines, and 
reputational risks.  

Employees, 
community, suppliers 
and service providers 

We were issued a notice of 
violation by DENR-EMB Region XI 
for one of our plants. Drums 
containing contaminated 
wastewater as alternative fuel 
which came from an external 
source were seen to be temporarily 
stored in an open area during 
regulatory inspection. The drums 
accumulated in the plant due to 
COVID-related plant shutdowns. 
The wastewater was immediately 
co-processed upon kiln resumption. 

What are the Opportunity/ies 
Identified? 

Which stakeholders 
are affected? Management Approach 

Holcim Philippines aims to 
continuously improve our 
hazardous waste management. 

Employees, 
community, suppliers 
and service providers 

Annual internal and external audits 
are done to monitor compliance. 
 
We also improved our site spill 
control management as part of our 
annual improvement plan. 

Holcim Philippines contributes to 
providing solutions in properly 
managing and disposing 
hazardous waste from external 
sources.       

Employees, 
community, suppliers 
and service providers 

Our Bulacan, La Union, Davao and 
Lugait integrated cement plants 
have TSD permits where there are 
co-processing facilities. In addition, 
each plant has a hazardous waste 
ID generation in compliance with 
DENR-EMB͛Ɛ Žnline haǌaƌdŽƵƐ 
system. 

 

Effluents 

Disclosure Quantity Units 
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Total volume of water discharges 408,285 Cubic meters 

Percent of wastewater recycled 0 % 

 

What is the impact and where 
does it occur? What is the 
organiǌation͛s inǀolǀement in 
the impact? 

Which stakeholders are 
affected? Management Approach 

The Company produces minimal 
effluent and facilities are already 
in place to manage the effluent 
in compliance with the Clean 
Water Act. 

Employees, community, 
suppliers and service 
providers 

The plants generally have no 
wastewater discharge from 
operations. However, water run-
off such as rainwater may be 
contaminated with material such 
as cement spillages contributing 
to high total suspended solids 
(TSS) and/or pH levels.  
 
To manage this, the plants are 
equipped with pollution control 
facilities such as siltation ponds to 
manage effluent and surface run-
off. The root causes of spillages 
are also addressed, and regular 
housekeeping is also being done.  
 
The following treatment facilities 
are also in place: septic tanks and 
water treatment facilities for 
treatment of sewage, grease traps 
for removal of grease/oil, and 
oil/water separators for oil 
storage run-off. The main 
industrial wastewater parameters 
being monitored in cement plants 
are temperature, pH and TSS 
according to DAO 2016-08. 

What are the Risk/s Identified? Which stakeholders are 
affected? Management Approach 

There is a risk of spill or leakages 
in our sites. 

Employees, community, 
suppliers and service 
providers 

Our sites have a site spill pollution 
program where all sources of spill 
or leakages are identified, and 
containment systems are in place. 
Proper storages for material and 
oil are in place with secondary 
containment. Regular audits are 
conducted for continuous 
improvement.  



37 
 

 
Pollution control facilities are also 
in place such as a siltation pond 
and oil-water separator as a 
containment system in case of 
spills. Proper work instructions to 
prevent spills are also in place 
which includes an emergency spill 
plan. 

What are the Opportunity/ies 
Identified? 

Which stakeholders are 
affected? Management Approach 

The Company utilizes rainwater 
as a means to minimize effluents 
and water withdrawals from 
freshwater and groundwater 
sources. 

Employees, community, 
suppliers and service 
providers 

Holcim Philippines targets to 
increase the volume of 
consumption of our rainwater 
harvested and increase the water 
recycling efficiency rate in our 
operations.  

 

Environmental Compliance 
Non-compliance with Environmental Laws and Regulations 

Disclosure Quantity Units 

Total amount of monetary fines for non-compliance 
with environmental laws and/or regulations 0 Php 

No. of non-monetary sanctions for non-compliance 
with environmental laws and/or regulations 0 # 

No. of cases resolved through dispute resolution 
mechanism 2 # 

 

What is the impact and where does it 
occur͍ What is the organiǌation͛s 
involvement in the impact? 

Which 
stakeholders are 
affected? 

Management Approach 
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HŽlcim PhiliƉƉineƐ͛ enǀiƌŽnmenƚal 
policy, aligned to the LH Group Global 
Framework, aims to go beyond 
compliance to relevant laws and 
regulations. We are committed to 
improve the affected environments in 
which we operate to create sustainable 
sites for our stakeholders. 
 
 

Employees, 
community, 
suppliers and 
service providers 

Environmental compliance is 
mandatory for the company to 
manage and reduce our 
environmental impact and 
associated reputational risks. 
Environmental key performance 
indicators are set in each plant to 
monitor and improve 
environmental performance and 
ensure full compliance.  
 
The Plant Manager per site as the 
Managing Head is responsible in 
ensuring that sites are compliant to 
existing environmental regulations. 
A designated Pollution Control 
Officer in each plant reports to the 
Managing Head and works closely 
with the Corporate Environment 
Manager to monitor environmental 
performance and implement 
improvement actions. The 
Corporate Environment Manager 
cascades and ensures 
implementation of the strategies 
and directives from the Group in all 
the sites. Active stakeholder 
engagements with environmental 
regulatory bodies are also being 
conducted to anticipate changes in 
policies that may affect operations.  

What are the Risk/s Identified? 
Which 
stakeholders are 
affected? 

Management Approach 

The risks of non-compliance to 
environmental laws and regulations are 
potential environmental fines and 
reputational risks. 

Employees, 
community, 
suppliers and 
service providers 

Regular site inspections and audits 
are conducted to ensure 
compliance.  
 
Internal mandatory environmental 
training is also participated until 
supervisor level for cascading of 
regulatory requirements and for 
training in environmental impact 
assessment.  
 
Environmental incidents are also 
reported in a centralized online 
system to monitor implementation 
of corrective actions.  
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Management monitoring led by the 
Legal department of permits and 
licenses are also implemented and 
discussed regularly in management 
meetings. 

What are the Opportunity/ies 
Identified? 

Which 
stakeholders are 
affected? 

Management Approach 

Our integrated plants and cement 
grinding plants are ISO 14001:2015 
(Environmental Management System) 
certified, ensuring proper management 
of our environmental risks and impacts. 
 
We conduct our business consistent 
with sustainable development principles 
and aim to continuously improve 
environmental performance to protect 
the environment and make positive 
contributions to nature and society.  
 
 

Employees, 
community, 
suppliers and 
service providers 

HŽlcim PhiliƉƉineƐ͛ cŽmmiƚmenƚ 
towards environmental 
management is to: 
Ɣ� ensure compliance with 

environmental laws, local 
regulations and standards 
applicable to our products 
and operations. 

Ɣ� assess and measure our 
environmental impacts and 
continuously improve to 
promote best practices in our 
industry. 

Ɣ� ensure that all environmental 
impacts and risks are 
effectively managed and 
mitigated.  

Ɣ� optimize the use of resources 
through reusing, recovering 
and/or recycling waste 
materials in own production 
process 

Ɣ� engage proactively with our 
stakeholders and cooperate 
proactively with legislators 
and regulators 

 
Going beyond regulatory 
compliance, the Company 
voluntarily reports our CO2 
emissions and has set ambitious 
targets to reduce our emissions. In 
terms of other air emissions, we 
have set internal targets even 
below the regulatory limit. For 
example, for dust or particulate 
matter, we have set 50 mg/Nm3 as 
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a benchmark vs. 150 mg/Nm3 local 
standard. 
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SOCIAL 

Employee Management 
Employee Hiring and Benefits 
Employee Data 

Disclosure Quantity Units 

Total number of employees5 1,174 # 

a.� Number of female employees 242 # 

b.� Number of male employees 932 # 

Attrition rate6 2 % 

Ratio of lowest paid employee against minimum 
wage 

5:2 Ratio 

Total number of workers through contractors 0 # 

a.� Number of female workers 0 # 

b.� Number of male workers 0 # 

 

Employee Benefits 

List of Benefits Y/N 
% of female 

employees who 
availed for the year 

% of male employees 
who availed for the 

year 

SSS Y 10 12 

PhilHealth Y 8 2 

Pag-IBIG Y 12 8 

Parental leaves Y   

-� Paternal Leave  - 6 

-� Maternity Leave  9 - 

-� Solo Parent Leave  2 - 

                                                             
5 Employees are individuals who are in an employment relationship with the organization, according to national law or its 
application (GRI Standards 2016 Glossary) 
6 Attrition rate = (no, of new hires ʹ no. of turnover)/(average of total no, of employees of previous year and total no. of 
employees of current year) 
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Vacation leaves Y 102a 99 

Sick leaves Y 38 38 

Medical Benefits (aside from 
PhilHealth) Y 27 16 

Housing assistance (aside from 
Pag-IBIG) Y 3 2 

Retirement fund (aside from SSS) Y 1 3 

Further education support Y 8 11 

Company stock options N - - 

Telecommuting Y 74 19 

Flexible-working Hours N - - 

a Figure includes employees who have resigned in 2020.       

 

What is the impact and where does it occur? 
What is the organiǌation͛s inǀolǀement in the 
impact? 

Management Approach 

HŽlcim PhiliƉƉineƐ͛ cŽmƉenƐaƚiŽn and benefiƚƐ 
policies, along with our employee engagement 
and communication programs affect our 
emƉlŽǇeeƐ͛ ƉƌŽdƵcƚiǀiƚǇ͕ ƉeƌfŽƌmance͕ 
retention, and attrition. 

The CŽmƉanǇ͛Ɛ ƉŽlicǇ enableƐ ƵƐ ƚŽ ƉƌŽǀide a 
competitive compensation package aimed to 
attract and retain high-performing employees 
which is reflective of our performance-focused 
culture. 
 
Aside from this, the Company has an Employee 
Relations Policy in place that aims to maintain a 
healthy relationship towards high productivity, 
safe environment, industrial peace, high level of 
retention and positive company reputation. 
 
We implement and sustain employee retention 
programs such as employee engagement and 
communication programs, rewards and 
recognition, learning and development and 
ƐƵcceƐƐiŽn Ɖlanning͘ HŽlcim PhiliƉƉineƐ͛ TŽƚal 
Rewards System is performance-based, 
competitive, and sustainable which drives our 
employees to deliver superior performance.                                                                                                                                                                                               

What are the Risk/s Identified? Management Approach 
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As with other companies, Holcim Philippines 
has identified the risk of employee separations 
which could lead to disruption of business 
operations. 
 
Common causes of employee separations are 
retirement, resignation, death, and end of 
contract. The main reasons for resignations in 
2020 were better opportunities outside the 
organization, and partly the divestment 
announcement in 2019. Some opted to work 
overseas while others went back to their 
hometown due to the COVID-19 pandemic. 
 
Also, because of the stricter government 
regulations to help curb the pandemic, on-site 
operations were disrupted and limited to 
make room for health and safety protocols. 

To avoid disruption of business operations in 
case of employee separations, the company 
observes the 30-day policy where resigning 
employees must file their resignation at least 30 
days prior to their intended separation from the 
company to facilitate proper turnover. 
 
Additionally, Talent Review, Succession Planning, 
and a monthly People Review are in place to 
discuss replacement or transition plans for 
retiring or resigning employees. 
 
In response to COVID-19 restrictions, Holcim 
Philippines implemented a flexible work 
arrangement ʹ combination of work on-site, 
work from home, and forced leave in all sites 
and temporary deployment of employees to 
essential roles.  
 
Work arrangements are continuously adjusted 
depending on the quarantine protocols of the 
local sites and the requirement of the business. 
These are discussed by the Executive Committee 
during the regular Business Resilience Team 
Meeting.  These actions allowed us to cope with 
the business situation and support our recovery. 

What are the Opportunity/ies Identified? Management Approach 

Holcim Philippines constantly validates that 
our benefits and policies are aligned to our 
target market group. 

The Company goes beyond compliance to labor 
laws and standards. Our policies and programs 
for our base salary and benefits plan are beyond 
the mandatory requirements. 
 
Aside from these, the company participates in an 
external salary survey every two (2) years. The 
latest survey was conducted in 2019 by an 
independent consultant, where Holcim 
PhiliƉƉineƐ͛ ƉaǇ and benefiƚƐ ǁaƐ cŽmƉaƌed ƚŽ 
its target market group. 

 

Employee Training and Development 

Disclosure Quantity Units 

Total training hours provided to employees 

a.� Female employees 6,252.95 Hours 
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b.� Male employees 18,999 Hours 

Average training hours provided to employees 

a.� Female employees 25.84 hours/employee 

b.� Male employees 20.39 hours/employee 
 

What is the impact and where does it occur? 
What is the organiǌation͛s inǀolǀement in the 
impact? 

Management Approach 

Holcim Philippines invests in the learning and 
development of our employees. With this, we 
ensure that employees are: 

1.� Equipped with technical and leadership 
skills needed in their roles; 

2.� In the right roles with the right 
competencies; 

3.� Provided career growth and 
professional development; 

4.� Retained in the Company; and 
5.� Constantly improving in their individual 

performance. 

The objective of the Company is for all 
employees to have their own Learning & 
Development Plan. To achieve this, each 
employee should follow the Learning & 
Development process:  

1.� Competency assessment; 
2.� Identification of gaps; 
3.� Creation of development actions to 

address gaps; and 
4.� Execution of development actions. 

What are the Risk/s Identified? Management Approach 

With the COVID-19 pandemic, there is a 
greater challenge in ensuring the learning and 
development of our employees. Not 
overcoming this challenge may lead to: 

1.� Incompetent employees handling 
critical tasks which may lead to low 
productivity or even accidents; 

2.� Increased attrition rate; 
3.� Disengaged employees; and 
4.� Low individual performance resulting in 

adverse impact on overall Company 
performance 

To prevent these risks, Holcim Philippines 
implemented the following approaches on 
learning and development: 

1.� Physical or face-to-face trainings were 
converted to online or virtual classroom 
trainings; 

2.� Optimized the use of Percipio, the 
LafargeHolcim e-learning platform for 
leadership, behavioral and management 
related trainings; and 

3.� Use of 70:20:10 learning and 
development model  

The Company assessed the effectiveness of the 
adjustments through placing a completion rate 
of 80% for learning and development actions 
and Ɛeƚƚing a gŽal Žf ͞FƵllǇ meeƚƐ eǆƉecƚaƚiŽnƐ͟ 
performance. These changes also led to 
reduction of training costs while still ensuring 
the personal and professional development of 
our employees. 
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What are the Opportunity/ies Identified? Management Approach 

Holcim Philippines recognizes that classroom 
trainings are not the only means of developing 
our employees. 

The Company advocates the 70:20:10 L&D 
Model which is: 

Ɣ� 10% education ʹ face-to-face classroom 
trainings, workshops, e-learnings & 
virtual classroom trainings 

Ɣ� 20% exposure ʹ learning from others 
through coaching, mentoring, 
networking, and benchmarking 

Ɣ� 70% experience ʹ learning on the job by 
leading or being a member of a project, 
leading special assignments, taking OIC 
roles, and other developmental 
assignments. 

The Company has a rewards and recognition 
programs in place, as well as performance 
bonuses and merit-based increases as part of 
our programs in recognizing employee 
performance. 

We evaluate our employees' performance 
through the Performance Management/Goal 
Management System. It comprises of: 

Ɣ� Objective Setting ʹ setting objectives to 
transform Company and team priorities 
into individual accountabilities 

Ɣ� Mid-Year Review ʹ checking the 
direction and the progress of the WHAT, 
the HOW and the Individual 
Development Plans 

Ɣ� Annual Review ʹ assessing past 
performance and recognizing the 
emƉlŽǇee͛Ɛ accŽmƉliƐhmenƚƐ Žf 
objectives and demonstrated behaviors. 

With this program, all employees must work on 
their individual objectives that are aligned with 
the Company Objectives/Goals for the year. To 
ensure that the individual goals are parallel with 
the Company-wide goals, the Functional Heads 
introduces the goals at the start of every year. 
 
Because of COVID-19, Objective Setting was 
deferred until the Mid-Year Review, during 
which any necessary adjustments in objectives 
were discussed and agreed considering the 
impact of the pandemic on our operations. One-
on-one discussions and team performance 
reviews were converted to virtual meetings for 
employees who were working offsite from their 
homes. For face-to-face performance 
discussions, safety protocols such as physical 
distancing were maintained. Meanwhile, the 
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required orientation of managers was carried 
out as usual to support the performance 
management process. 

 

Labor-Management Relations 

Disclosure Quantity Units 

% of employees covered with Collective Bargaining 
Agreements 56.3 % 

Number of consultations conducted with employees 
concerning employee-related policies 168a # 

a Total number of consultations for all facilities. 
 

What is the impact and where does it occur? 
What is the organiǌation͛s inǀolǀement in the 
impact? 

Management Approach 

HŽlcim PhiliƉƉineƐ ƌeƐƉecƚƐ ƚhe emƉlŽǇeeƐ͛ 
freedom of association, in compliance with the 
Labor Code.  The existence of nine (9) labor 
unions in the Company is a manifestation of 
our openness to conduct collective bargaining 
with the labor unions.   

The Company maintains good labor-
management relations through regular joint 
Labor Management Council (LMC) meetings and 
labor union involvement in company initiatives 
and programs. Further, the Company had 
already established over the years an open 
environment with the union where any labor-
related issues and concerns can be discussed and 
addressed without waiting for the scheduled 
LMC. 

What are the Risk/s Identified? Management Approach 

The possible risk of not maintaining a good 
relationship with worker unions is the non-
resolution of labor cases which may result in 
silent protest or escalation to third party 
institutions. Such may also affect plant 
performance and productivity of employees.                                                                                                                                                                                                                                 

The Company conducts consultations through 
the LMC meetings.  Union officers are also part 
of the Health and Safety Working Team who 
assesses and discusses the Company's Health 
and Safety Policies and Programs in the sites. 
 
Our Employee Engagement Programs 
encourages the workers to present their ideas as 
part of work-related decision-making. Policies 
are communicated to the Union through the 
Labor Management Council.  Whenever needed, 
the Management organizes a meeting with the 
Union for important business updates. Selected 
Union officers are invited for annual planning 
and conferences. 
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And whenever there are labor cases or protests, 
the Company endeavors to resolve it through 
plant level dialogue first before escalating to 
third party mediation. 

What are the Opportunity/ies Identified? Management Approach 

With the COVID-19 pandemic, the Company 
maximized the use of digital platforms to 
ensure continuous communication with the 
labor unions. 

The Company, through our Plant leaders and HR 
Business Partners, continued to connect with the 
officers and members of the Union using 
available digital platforms like social media to 
extend information, carry on with the basic 
services, and provide support as needed. Face-
to-face meetings were minimized but the 
communication remained to be open. 
 
We will continue to assess the workers' needs 
and utilize available digital platforms to enhance 
our services for the workers to further improve 
our labor-management relations. 

 

Diversity and Equal Opportunity 

Disclosure Quantity Units 

% of females in the workforce 21 % 

% of males in the workforce 79 % 

Number of employees from indigenous communities 
and/or vulnerable sectora 0 

% 

a Vulnerable sector includes, elderly, persons with disabilities, vulnerable women, refugees, migrants, internally 
displaced persons, people living with HIV and other diseases, solo parents, and the poor or the base of the pyramid 
(BOP; Class D and E). 

 

What is the impact and where does it occur? 
What is the organiǌation͛s inǀolǀement in the 
impact? 

Management Approach 

The Company strives to have a diverse 
employee population since we believe 
diversity provides a broader perspective in the 
different aspects of business and allows for a 
more creative employee population. It also 
increases our chance of attracting and 
retaining talent and engaging employees. 
 

The Company has a non-discrimination policy 
called the Diversity and Inclusion (D&I) Policy to 
show our commitment towards achieving our 
gender balance targets. Holcim Philippines hires, 
develops, and deploys talent according to the 
best available match between current job 
requirements, future business needs, and 
applicant profiles. D&I is integrated in all the 
Company's people processes, to minimize biases 
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and ensure diverse talent is considered in all 
recruitment and talent management decisions. 
Further, the Total Rewards System of the 
Company was designed to be position or role 
and performance based and not gender based. 

What are the Risk/s Identified? Management Approach 

There is no significant risk identified. Holcim Philippines continues to educate the 
whole organization regarding the importance 
and the benefits of D&I to the organization 
through talks and training workshops. This 
mitigates any risk regarding perceived 
discrimination or inequality.  Female employees 
are also encouraged to assume male dominated 
positions.        

What are the Opportunity/ies Identified? Management Approach 

Aside from the promotion of the D&I policy, 
Holcim Philippines also promotes inclusivity in 
the workplace. 

We do this by providing breastfeeding rooms, 
ensuring that provision for PWD access is 
available in strategic places, utilizing 
communication tools, and by complying to the 
standards of the Bureau of Working Conditions 
and Health & Safety.                                                                                                                                                                                                  

 

Workplace Conditions, Labor Standards, and Human Rights 
Occupational Health and Safety 

Disclosure Quantity Units 

Total Man-Hours 7,671,262.60 Man-hours 

No. of work-related injuries 13 # 

No. of work-related fatalities 0 # 

No. of work-related illnesses 0  

No. of safety drills 83 # 

 

What is the impact and where does it occur? 
What is the organiǌation͛s inǀolǀement in the 
impact? 

Management Approach 

The Company acknowledges the impact of our 
operations to the health and safety of our 
workforce, including our employees, 
contractors, and transporters of goods and 

Holcim Philippines recognizes health and safety 
as one of our most critical topics affecting both 
business operations and our stakeholders. With 
this, we have an annual Health and Safety 
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materials. We may also affect the health and 
safety of our nearby communities. 
 

Improvement Plan (HSIP) sponsored by the 
Executive Committee and Leadership Team.  
 
The plan focuses on Road Safety, Health, 
Contractor Safety Intervention Program, raising 
hazard awareness, and controlling hot meal 
exposure through equipment and procedure 
improvement. All sites have their own HSIP 
tailored to address their specific concerns.  
 
Annual corporate health and safety audits are 
done to validate the effectiveness of programs 
and initiatives in the HSIP.  

What are the Risk/s Identified? Management Approach 

The COVID-19 pandemic is a major health and 
safety risk. This has resulted in several 
additional regulations for the Company to 
follow to protect our workers, customers, and 
local communities. 

Business Resumption Protocols aligned with LH 
Group Policy and the local enforcement units 
(DOLE, DTI, DOH, and IATF) were developed, 
cascaded and implemented prior to restarting 
the Business after the lockdown. These 
guidelines and protocols were constantly 
updated whenever there were changes from the 
LH group or local enforcement units. 
 
We also implemented several Trigger and Action 
Response Plan (TARP) phases 1 to 4, Stabilization 
and Adapt, including drill exercises for different 
scenarios and sites. We also provided the 
following COVID-related personal protective 
equipment (PPE): permeable gown, anti-cut 
nitrile palm gloves, surgical mask, and face 
shield. 
 
All these actions led to continuous operations of 
Lugait Plant and successful restart of the 
Bulacan, Davao, La Union, and Mabini Plants and 
Terminals with zero work-related cases of 
COVID-19. 

For our regular operations, the health and 
safety risks identified are on road safety, 
construction safety, occupational health risks 
such as dust, noise, and manual handling, and 
hot meal material. 

Occupational health and safety risks are 
identified through High-Level Risk Assessment, 
Work Permit System, Job Planning Tool, Life 
Saving Talk, Personal Risk Assessment, and 
Journey Management. 
 
To mitigate the risks, rules, policies, and 
standards were formulated and constantly 
communicated. Training is regularly conducted 
ƚŽ enƐƵƌe ƚhe emƉlŽǇeeƐ͛ knŽǁledge Žn ƉƌŽƉeƌ 
handling of materials and equipment and 
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emergency protocols. Equipment is also regularly 
monitored to ensure that they are in the best 
condition. Audits and performance/behavioral 
monitoring is also conducted to ensure that 
rules, policies, and standards are being followed 
and implemented properly. 

What are the Opportunity/ies Identified? Management Approach 

Holcim Philippines strives for continuous 
improvement through improving our 
performance on road safety, continuing 
occupational health programs, holding 
training, conducting corporate audits, and 
cŽnƐideƌing ŽƵƌ cƵƐƚŽmeƌƐ͛ healƚh and safety. 
 

The Health and Safety Improvement Plan 2020 
involves initiatives on several focus areas. 
 
On road safety, we are continuously improving 
ŽƵƌ dƌiǀeƌƐ͛ cŽmƉeƚencǇ ƚhŽƵgh claƐƐƌŽŽm and 
in-cab training. This was continued virtually 
throughout the pandemic and we were able to 
train a total of 257 drivers from July to 
December 2020. We are also implementing a 
DƌiǀeƌƐ͛ ReǁaƌdƐ and CŽnƐeƋƵence Managemenƚ 
System. Transporters were advised to improve 
their Route Assessment Program to anticipate 
hazards during deliveries of products and raw 
materials. 
 
On health risks, we implemented dust 
abatement projects, noise reduction, ear fit 
validation and testing, and manual handling 
surveys. 
 
On conducting training and ensuring 
competency of our employees, online training 
was conducted to comply with the mandatory 
eight-hours training required by DOLE. All 
employees in all sites were able to complete this 
training despite the current situation.  
 
Corporate Audits on the Health and Safety 
Management System were done virtually and 
100% of sites audited were compliant with LH 
Group and Philippine Health and Safety 
Standards.  
 
We also implemented a virtual Customer Safety 
Engagement Program (e-CSEP) where Sales 
OfficeƌƐ caƐcaded HŽlcim PhiliƉƉineƐ͛ Healƚh and 
Safety rules and COVID-19 best practices to 
customers to help keep them safe and assist 
their businesses in continuing operations despite 
these challenging times. 
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Labor Laws and Human Rights 

Disclosure Quantity Units 

No. of legal actions or employee grievances involving 
forced or child labor 0 # 

 

Do you have policies that explicitly disallows violations of labor laws and human rights (e.g., harassment, 
bullying) in the workplace? 

Topic Y/N If Yes, cite reference in the company policy 

Forced labor N 
Holcim Philippines complies with the Labor 
Code in terms of forced labor. No local company 
policy. 

Child labor N 
Holcim Philippines complies with the Labor 
Code in terms of child labor. No local company 
policy. 

Human Rights Y 

Code of Behavior (HPHI Way), Sexual 
Harassment Policy, Health & Safety Policies, 
Data Privacy Policy, Solo Parent Policy, Diversity 
& Inclusion Policy 

 

What is the impact and where does it occur? 
What is the organiǌation͛s involvement in the 
impact? 

Management Approach 

The Company ensures full compliance to labor 
laws and human rights as these have a direct 
impact on the safety of employees, Company 
reputation, and avoidance of potential 
financial risk. 

Holcim Philippines is fully compliant to labor 
laws and human rights as complemented by our 
own policies and programs. 

What are the Risk/s Identified? Management Approach 

Non-compliance to labor laws and human 
rights will greatly affect the reputation of the 
Company and retention and attraction of 
talents. This may also lead to closure of 
business. 

The Company had established policies, 
guidelines, and control standards to prevent the 
occurrence of forced or compulsory labor and 
child labor. 
 
Also, whenever there are grievances or legal 
actions, the Company endeavors to resolve it 
through plant level dialogue first before 
escalating to third party mediation. The 
Company utilizes the grievance mechanism 
available to discuss and resolve issues. The same 
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is also discussed during the regular LMC 
Meeting. 
 
In cases when employees have committed 
violations, Holcim Philippines ensures that due 
process is observed at all times. The Code of 
Conduct sets a fair process when conducting 
investigations and coming up with decisions. All 
parties involved are given the opportunity to 
explain their sides before a decision shall be 
finalized and executed. 

What are the Opportunity/ies Identified? Management Approach 

Our employees are free to discuss their 
concerns and grievances to their immediate 
superiors, department heads, functional 
heads, O&HR, and Legal.  If they are not 
comfortable to speak up via face-to-face, the 
Company has established the Integrity Line, 
our secure web-based and phone-based advice 
and issue reporting system administered by an 
independent third party. 

The Company, together with the Labor Union, 
had established a Grievance Procedure to 
discuss and resolve any grievance or disputes 
raised.  The steps are as follows: 
 
1.� The aggrieved employee and his union 

representative, if any, shall state in writing 
the circumstances, witnesses, and reasons 
for the dispute. The written grievance shall 
then be submitted to the Plant Manager 
concerned for resolution. This precludes 
that the discussion at the section and 
department level has already been 
exhausted and no resolution is reached. 

2.� The Plant Manager concerned shall render 
his decision on the grievance within seven 
(7) working days upon receipt of the 
grievance. He may opt to conduct further 
hearing or investigation in resolving the 
grievance.  Should the aggrieved employee 
be satisfied with the decision, then the 
grievance is rendered resolved. 

3.� If the grievance remains unresolved, it is 
submitted to the Grievance Council (GC) for 
deliberation within twelve (12) working 
days upon submission thereof.  If the 
aggrieved employee is satisfied with the 
result, the grievance is considered ended. 

4.� If the GC fails to resolve the grievance to 
ƚhe aggƌieǀed emƉlŽǇee͛Ɛ ƐaƚiƐfacƚiŽn͕ ƚhe 
grievance is submitted for voluntary 
arbitration, which decision shall be final and 
executory, subject only to an appeal with 
the Supreme Court. 
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Supply Chain Management 
Do you have a supplier accreditation policy? If yes, please attach the policy or link to the policy: 

Yes. 

 

Do you consider the following sustainability topics when accrediting suppliers? 

Topic Y/N If Yes, cite reference in the company policy 

Environmental performance Y 

Signed Vendor Master Agreement 

Forced labor Y 

Child labor Y 

Human Rights Y 

Bribery and corruption Y 

 

What is the impact and where does it occur? 
What is the organiǌation͛s inǀolǀement in the 
impact? 

Management Approach 

Holcim Philippines has a supplier accreditation 
process which considers different 
environmental, social, and governance topics 
as requirements for our suppliers, depending 
on the type of product or service to be 
provided. 

AƐ Ɖaƌƚ Žf ƚhe CŽmƉanǇ͛Ɛ accƌediƚaƚiŽn ƉƌŽceƐƐ͕ 
suppliers are required to answer a self-
assessment questionnaire on sustainable 
development and to sign a Vendor Master 
Agreement (VMA) which affirms, among others, 
ƚhe ƐƵƉƉlieƌƐ͛ cŽmmiƚmenƚ ƚŽ ƚhe SPI͘ 
 
In addition, suppliers also agree to a fact-finding 
inspection or audit, if necessary, by Holcim 
Philippines or a designated representative to 
check actual compliance with the SPI. 

What are the Risk/s Identified? Management Approach 

Some suppliers such as service providers, 
suppliers of quarried materials, and transport 
providers may have a high ESG impact. 

The Company determines the potential ESG 
impacts of our suppliers through the self-
assessment questionnaire on Sustainable 
Procurement. The process includes validation 
and audit. 
 
In case of non-compliance to our Anti-Bribery 
Corruption Directives and other serious 
violations, suppliers are blacklisted. This is 
monitored via reports in the LH Group's Integrity 
Line. There were no instances of supplier 
blacklisting in 2020. 
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What are the Opportunity/ies Identified? Management Approach 

The Company only deals with legitimate 
businesses that comply with relevant laws and 
regulations and embrace the ideals and 
policies of the LH Group. We acknowledge the 
opportunity of pushing our sustainability 
agenda throughout our supply chain through 
the SPI. 

The Company encourages our suppliers to be 
more sustainable through educating and 
informing workers of their rights, implementing 
health and safety related programs for 
contractors, and executing the SPI. 

 

Relationship with Community 
Significant Impacts on Local Communities 
 

Operationsb 

with 
significant 
impacts on 
local 
communities 

Location 
Vulnerab
le 
groupsa 

Does the 
particular 
operation 
have 
impacts on 
indigenous 
people? 

Collective or 
individual 
rights that 
have been 
identified that 
or particular 
concern for 
the 
community 

Mitigating 
measures or 
enhancement 
measures  

Bulacan 
Integrated 
Plant 

Norzagaray, 
Bulacan 

Children, 
Elderly 

No 

Fugitive dust 
negatively 
affecting the 
communities 
near the plant 

Information 
campaign and 
consultation 
meetings held with 
key stakeholders 
to cascade 
continuous 
technical 
improvements to 
the plant to 
mitigate 
environmental 
concerns. Open 
communication is 
also promoted to 
all stakeholders to 
immediately 
address issues and 
prevent 
misunderstanding. 

Davao 
Integrated 
Plant 

Bunawan, 
Davao City No 

La Union 
Integrated 
Plant 

Bacnotan, 
La Union No 

Lugait 
Integrated 
Plant 

Lugait, 
Misamis 
Oriental 

No 

Mabini 
Grinding Plant 

Mabini, 
Batangas No 

Calumpit Bag 
Plant 

Calumpit, 
Bulacan N/A No N/A 

Community impact 
is minimized 
because although 
the facility is 
situated near 
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households, the 
noise and dust 
levels are 
insignificant since 
cement products 
are not produced 
here. The 
remaining risk of 
washed ink for bag 
coloring seeping in 
nearby irrigation 
canal but is 
mitigated by 
pollution control 
facilities installed 
in the plant. 

Calaca 
Terminal 

Calaca, 
Batangas N/A No N/A 

Community impact 
is minimized 
because the site is 
situated inside an 
industrial 
estate/zone. 

Bicutan Dry-
Mix Plant 

Bicutan, 
Paranaque N/A No N/A 

Manila 
Terminal 

Tondo, 
Manila N/A No N/A Community impact 

is minimized 
because the site is 
situated inside a 
port-city complex Iloilo Terminal Lapuz, 

Iloilo City N/A No N/A 

a Vulnerable sector includes, elderly, persons with disabilities, vulnerable women, refugees, migrants, internally 
displaced persons, people living with HIV and other diseases, solo parents, and the poor or the base of the pyramid 
(BOP; Class D and E). 

b These are business operations that excludes CSR projects. 

For operations that are affecting IPs, indicate the total number of Free and Prior Informed Consent (FPIC) 
undergoing consultations and Certificate Preconditions (CPs) secured and still operational and provide a 
copy or link to the certificates if available: _____N/A_______ 

Certificates Quantity Units 

FPIC process is still undergoing N/A # 

CP secured N/A # 

 

What are the Risk/s Identified? Management Approach 
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The CŽmƉanǇ͛Ɛ Ɛiƚe CSR ƉeƌƐŽnnel gaƚheƌ 
feedback via their regular interactions with the 
primary impact community and key 
stakeholders. They report to the Plant 
Management Team any concern that requires 
immediate action.  

The stakeholder engagement strategy utilized by 
Holcim Philippines is guided by the LH Group 
directives. The local team is then tasked to apply 
the directive via regular engagement with the 
primary impact communities. The annual 
sustainability report led by the LH Group 
provides an added safeguard to the learning 
process and necessary adjustments are 
continued. The sites also set-up local Community 
Advisory Panels. This group acts as a venue for 
interactions with representatives from the local 
community with the site manager, members of 
the management team, and supporting functions 
as required. 
 
Feedback gathered by the CSR personnel 
requiring immediate action are reported to the 
Plant Management Team. If the concern cannot 
be resolved at this level, it is elevated to the 
concerned department or functional head at the 
Corporate Office who can best address the 
grievance and provide appropriate advice. The 
Communications Team supports the 
coordination for this process. 

What are the Opportunity/ies Identified? Management Approach 

Holcim Philippines subscribes to the LH 
GƌŽƵƉ͛Ɛ ƐƵƐƚainable deǀelŽƉmenƚ ƐƚƌaƚegǇ͕ 
The 2030 Plan. This summarizes the 
CŽmƉanǇ͛Ɛ ǀiƐiŽn and embƌaceƐ ƚhiƐ main 
challenge for society around the world, which 
should resonate with all types of stakeholders. 
Out of the 17 Sustainable Development Goals, 
the Company aims to support 14 of those that 
equally address key focus areas: (1) Climate, 
(2) Circular Economy, (3) Water & Nature, and 
(4) People & Communities. Under People & 
Communities is Holcim Philippines' overall 
corporate citizenship campaign, Holcim Helps, 
which provides direction for all CSR initiatives 
across all operating sites. 

Given the corporate goal to support the 2030 
Plan, there is more effort given to align our CSR 
programs to the key focus areas. These consider 
in perspective the critical needs of the 
communities and a deeper understanding of the 
target issues where our operating sites can 
support and help.  The site CSR personnel would 
conduct regular community consultations for the 
development of the right programs that would 
be relevant to address the identified needs.  
 
The Company partners with several civic 
organizations and LGUs to ensure the proper 
implementation of our programs. We are also 
hoping to utilize the CSR networks we are 
currently participating in, such as the various 
foreign chambers, the League of Corporate 
Foundations, Philippine Business for Social 
Progress, and the Fair Building Network to 
maximize the reach and scale of our CSR 
interventions. Partnership projects have been 
implemented with the United Nations Human 
Settlement Programme, the Habitat for 
Humanity, the Manila Water Foundation, and 
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government agencies like the TESDA, DENR, and 
DILG. 

 

Customer Management 
Customer Satisfaction 

Disclosure Score 
Did a third party conduct the 
customer satisfaction study? 
(Y/N) 

Customer Satisfactiona 52% N 

a NPS Score based on Case Management data only. 
 

What is the impact and where does it occur? 
What is the organiǌation͛s inǀolǀement in the 
impact? 

Management Approach 

The CŽmƉanǇ͛Ɛ CƵƐƚŽmeƌ SaƚiƐfacƚiŽn ;CSATͿ 
surveys are being conducted as part of our 
Feedback Resolution process, commonly 
known as Case Management. This process 
aims to address negative feedback or 
complaints; and to document the positive 
feedback or commendation of the customers. 
These CSAT results were logged in the 
company's Customer Relationship 
Management (CRM) tool via Salesforce.com. 
 
 

Aside from the CSAT incorporated in the Case 
Management process, the company also 
conducts After Action Reviews to obtain areas 
for improvement and get positive experiences 
from the customers on our initiatives. In the 
interest of our customers' safety, some of the 
trade marketing activities have been 
transformed to digital engagement as a means 
to adapt to the changing ways of business 
conduct. To ensure effectiveness, the Sales 
Activation Team has rolled out a CSAT survey to 
ensure that the objective of the initiative is being 
met; and to improve the initiative further, as 
deemed fit. 
 
The shift in digital engagement for the majority 
of customer engagements is a result of the 
Customer Pulse Survey conducted at the start of 
Q3 2020 to understand the situation of our 
business partners, and to determine the kind of 
engagement that will be most effective 
especially during the pandemic. The result, 
which validated the importance of digital 
engagements, were presented to colleagues and 
to the members of the Executive Committee. 

What are the Risk/s Identified? Management Approach 

Customer Satisfaction may be greatly affected 
by issues and concerns experienced by 

Issues and/or concerns raised by the customers 
were assigned to solution providers for 
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customers. Based on our Case Management 
Data, the common issues are invoicing in 
payment, logistics delivery and pickup, product 
and packaging quality, and product and service 
pricing. 
 

resolution. The solution providers, identified per 
customer journey, were notified through SFDC - 
wherein they can see the detail of the feedback 
together with the supporting documents, if any. 
After the solution providers give their update in 
the case, the Customer Experience Team will get 
in touch with the customers to validate the 
company's action and to get their feedback on 
the overall issue resolution process. 
 
Holcim Philippines has implemented the 
following resolutions for the common issues 
raised:  

Ɣ� Invoicing in Payment: 
Easybuild enhancement on eInvoice, an 
electronic version of the printed sales 
invoices which will be available for 
download and convenience. An 
automated email notification will be sent 
to the registered email address once an 
invoice becomes available. This initiative 
was released last December 7, 2020. 

Ɣ� Logistics Delivery & Pick Up: 
Improvement on operations and process 
review to provide sustainable solutions.  

Ɣ� Product & Packaging Quality:  
The Technical Services Team is working, 
on a per complaint basis, to address 
these complaints. Complaints on cement 
quality are usually attributed to 
workability of the concrete.   

Ɣ� Product & Service Offerings: 
Discussion with customers on the reason 
of price variance.  

What are the Opportunity/ies Identified? Management Approach 

The Company is continuously working to 
improve customer engagement and 
experience even with the COVID-19 pandemic. 

To address the feedback of the customers from 
the Customer Pulse Survey, Marketing and Sales 
Team recalibrated the way of conducting 
customer engagements. As an example, using 
fƌee digiƚal ƉlaƚfŽƌmƐ͕ ƚhe cŽmƉanǇ͛Ɛ leadeƌƐ and 
Sales team held meetings called EKumustahan 
with close to a hundred key customers to 
provide important company updates in light of 
the pandemic, which had an average positive 
rating of 95% from participants.  
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The Company also assured customers about the 
safety of operations through online sessions 
about the COVID-19 controls at its sites through 
the E-Customer Safety Engagement. 
Furthermore, Holcim Philippines shared tips to 
hardware store partners on how to keep safe 
amid the pandemic by sharing best practices in 
this area. Finally, the company established the 
Excellent Squad FB Community to engage 
tinderas and cement truck drivers of partners to 
ƚake adǀanƚage Žf ƉeŽƉle͛s heavy use of 
Facebook during this period. This enabled the 
Company to have a fun and light way to interact 
with these key people while also driving sales. 
  
The Company has also started the groundwork 
for the various improvements on its Easybuild 
Customer Portal (Easybuild) and other digital 
channels. To improve customer experience and 
provide further ease on the self-service platform, 
enhancements on Easybuild include 
improvement on sales order creation, inclusion 
of feedback management and information 
dissemination features, and introduction of e-
invoice and e-pod functionalities. Majority of the 
enhancements will be released within the first 
two weeks of January 2021. 

 
 

Health and Safety 

Disclosure Quantity Units 

No. of substantiated complaints on product or service 
health and safetya 0 # 

No. of complaints addressed 0 # 

a Substantiated complaints include complaints from customers that went through the organization’s formal 
communication channels and grievance mechanisms as well as complaints that were lodged to and acted upon by 
government agencies. 

 

What is the impact and where does it occur? 
What is the organiǌation͛s inǀolǀement in the 
impact? 

Management Approach 

Customers are insured and are aware of the 
proper storage, transport, and handling of 
products. 

Holcim Philippines provides a material safety 
data sheet (MSDS) of cement products to the 
customers wherein information on the product 
content, safe use of product, and disposal 
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including the possible environmental or social 
impacts are indicated. We strictly implement 
quality control guidelines to ensure products are 
within the health and safety standards. 
 
We also engage with the customers through the 
CSEP spearheaded by the Sales Team wherein, 
proper storage, secured transport, and safe 
handling of products are communicated and 
illustrated. 

What are the Risk/s Identified? Management Approach 

The COVID-19 pandemic serves as a customer 
health and safety risk because of face-to-face 
interactions. 

HŽlcim PhiliƉƉineƐ͛ E-CSEP is meant to inform 
customers on the COVID-19 health and safety 
guidelines implemented in our sites and share 
best practices that business partners can 
implement in their operations. The Trade 
Marketing team held this for 150 customers with 
ƐƵƉƉŽƌƚ fƌŽm ƚhe cŽmƉanǇ͛Ɛ Healƚh͕ SafeƚǇ͕ and 
Security department. 
 
During these E-CSEP sessions, the company also 
shared updates on business protocols in all sites 
aligned with those being implemented by local 
governments. The sessions also served as an 
avenue to discuss areas for improvement 
especially for possible breaches. 

What are the Opportunity/ies Identified? Management Approach 

There is no significant opportunity identified. 

 

Marketing and Labelling 

Disclosure Quantity Units 

No. of substantiated complaints on marketing and 
labellinga 0 # 

No. of complaints addressed 0 # 

a Substantiated complaints include complaints from customers that went through the organization’s formal 
communication channels and grievance mechanisms as well as complaints that were lodged to and acted upon by 
government agencies. 

 

What is the impact and where does it occur? 
What is the organiǌation͛s inǀolǀement in the 
impact? 

Management Approach 
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Holcim Philippines complies with relevant 
marketing and labeling laws and regulations. 
Our stakeholders such as customers, 
government regulators, and advertising 
agencies are free to contact the Company 
through our hotline and commercial personnel 
in cases when there are inconsistencies in the 
marketing and labeling of our products. 

Some of the guidelines, laws, and regulations 
related to marketing and labeling that is 
followed by the Company are: 

Ɣ� PNS mandatory bag markings 
Ɣ� LH Group Brand Guidelines (packaging) 
Ɣ� LH Group Branding Guidelines 
Ɣ� HPI Media Communications Guidelines 
Ɣ� HPI Social Media Guidelines 

 
We also strictly adhere to the PNS directives of 
DTI BPS on matters related to product licensing 
and labeling͘ We ƉaƌƚiciƉaƚe in DTI͛Ɛ annƵal 
audits in securing certification for our products, 
approval for new packaging designs prior to 
commercial run, and Technical Committee 
discussions for CEMAP. 

What are the Risk/s Identified? Management Approach 

Non-compliance to marketing and labeling 
regulations may lead to suspension, recall, and 
revocation of our Philippine Standards (PS) 
license; issuance of show cause order; ceasing 
from further supplying, distributing, and selling 
our products in the Philippine market; and 
issuing, publishing, and implementing product 
recall. 
 
Aside from legal repercussions, not having 
accurate marketing protocols may lead to our 
customers committing errors in selecting the 
proper product for the correct applications. 
Incomplete or wrong claims may result in 
misguided product expectations causing risk to 
structural integrity of structures where our 
products were used. 
 

The Marketing & Innovations team ensures 
adherence to proper labeling regulations issued 
by the government (DTI), as well as the LH Brand 
Guidelines which provides guidelines on product 
and usage information on our products' 
packaging and communication materials. 
 
The DTI released Memorandum Circular (MC) 
No. 20-56 on 28 October 2020 providing 
Supplemental Guidelines for the Implementation 
of DAO 17-Ϭϲ͕ SeƌieƐ Žf ϮϬϭϳ Žƌ ͞The Neǁ RƵleƐ 
and Regulations Concerning the Mandatory 
Certification of Portland Cement and Blended 
HǇdƌaƵlic Cemenƚ ǁiƚh PŽǌǌŽlan͘͟ ThiƐ ƌeƋƵiƌeƐ 
all locally manufactured and imported cement 
products shipped in bulk and bagged in a PS-
licensed bagging facility to be permanently 
marked with the name and address of the 
manufacturer, the country of manufacture, and 
ƚhe ǁŽƌdƐ ͞Bagged bǇ͕͗͟ fŽllŽǁed bǇ ƚhe name 
and address of the bagging facility. The MC aims 
to address the concerns on the product label of 
imported cement products shipped in bulk and 
bagged in ƚhe PhiliƉƉineƐ bƵƚ labeled aƐ ͞PƌŽdƵcƚ 
Žf ƚhe PhiliƉƉineƐ͟ ǁhich caƵƐeƐ cŽnfƵƐiŽn 
among consumers as it is not reflective of the 
imported products' country of origin or 
manufacture. Holcim Philippines is complying 
with the necessary markings as the MC is 
effective 60 days from effectivity of the circular, 
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wherein the DTI will conduct inspection of 
compliance to the MC by 31 December 2020. 

What are the Opportunity/ies Identified? Management Approach 

There is no significant opportunity identified. 

 

Customer privacy 

Disclosure Quantity Units 

No. of substantiated complaints on customer privacya 0 # 

No. of complaints addressed 0 # 

No. of customers, users, and account holders whose 
information is used for secondary purposes 0 # 

a Substantiated complaints include complaints from customers that went through the organization’s formal 
communication channels and grievance mechanisms as well as complaints that were lodged to and acted upon by 
government agencies. 

 

What is the impact and where does it occur? 
What is the organiǌation͛s inǀolǀement in the 
impact? 

Management Approach 

Holcim Philippines values our customers data 
privacy because they are our partners in 
business.  Hence the Company requires our 
Sales Officers to ensure that Customers. 
accomplish External Consent Forms and 
measures to ensure privacy of customer data 
are in place. 
 

Our Customer Information Sheet was drawn up 
to ensure only necessary information are 
collected consistent with the purposes of the 
collection.  The Company engages third parties 
who commit to uphold customer data privacy 
and enforces contractual commitments to 
comply with laws and regulations.  

The privacy rights of Customers and other third 
parties are always upheld and assistance in 
exercising their rights are available in various 
fora. Holcim Philippines' customer care hotlines 
and portals allow customers to update, review 
and/or revise any data provided pursuant with 
their dealings with the Company. 

What are the Risk/s Identified? Management Approach 

Improper handling of customer privacy may 
lead to compliance and reputational risks.  
 
 

Holcim Philippines has a centralized structure for 
privacy management where the Data Protection 
Officer is responsible for privacy related matters 
including customer privacy. The Company 
continuously trains and communicates to 
employees who handle employee and customer 
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data to current policies and company directive to 
ensure customer privacy and protection are 
handled with prompt and caution. 

Holcim Philippines makes available venues for 
customers to raise concerns with regard to their 
individual privacy through and customer care 
hotlines and customer contact partners. 

What are the Opportunity/ies Identified? Management Approach 

We recognize the opportunity to continuously 
improve our customer privacy policies and 
measures. 

The Company consistently updates and improves 
training for employees commencing from new 
employee onboarding and continues with 
periodic training on fundamental aspects of data 
privacy, data subject rights, cybersecurity and 
other practical and applicable policies and 
directives related to data protection. 

As part of the LH Group, the Company engages 
the services of independent third parties to 
review and audit the Company's actions within a 
specified period of time to determine 
compliance with current trends on data 
protection and cybersecurity and standard 
policies and guidelines. Likewise, the Company's 
Internal Controls and Quality Assurance 
Department and the Company's external auditor 
annually check the Company's compliance to LH 
Group's policies and guidelines, particularly, the 
administration of the required employee training 
and other requirements of data protection 

 

Data Security 

Disclosure Quantity Units 

No. of data breaches, including leaks, thefts and losses 
of data 0 # 

 

What is the impact and where does it occur? 
What is the organiǌation͛s inǀolǀement in the 
impact? 

Management Approach 

Holcim Philippines highly values our IT Security 
for the protection of our information. 

The Company adopts and enforces the LH 
GƌŽƵƉΖƐ diƌecƚiǀeƐ Žn IT SecƵƌiƚǇ͘ The GƌŽƵƉ͛Ɛ IT 
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Policy focuses on three domains: IT Security, IT 
Service Management, and other IT processes 

What are the Risk/s Identified? Management Approach 

The Company faces usual cybersecurity risks 
that may lead to business disruption or 
competitive disadvantage. 

Aside from utilizing measures consistent with 
industry standards and the LH Group Directives, 
The Company also ensures that employees who 
are exposed to risks undergo cybersecurity 
training and communications periodically to 
keep the updated with threats to data security 
and instruct them to immediately alert and 
notify our IT service desk and/or their immediate 
supervisor whenever suspicious activity, emails 
or issues arise for prompt action. 

What are the Opportunity/ies Identified? Management Approach 

We recognize the opportunity to continuously 
improve our cybersecurity policies and 
measures. 

The current demands of the business climate 
encourage the Company to establish and 
strengthen a culture of awareness in data 
protection and cybersecurity.  Plans for 
continuous improvement of the efficiencies and 
measures to are discussed and completed 
alongside major projects and activities. 

The Business Continuity Plan (BCP) was 
developed to outline the general procedures to 
be taken in the event of a serious business 
disruption (or the threat thereof) affecting the 
operation of our key functions and this includes 
activities and protocols which must be 
performed during, after or in view of an 
imminent disaster or business disruption. 
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UN SUSTAINABLE DEVELOPMENT GOALS 
 

Product of Service Contribution to UN SDGs 
Key products and services and its contribution to sustainable development. 

BLENDED CEMENT 

Societal Value / 
Contribution to UN 
SDGs 

Holcim Philippines minimizes its use of clinker and substitute it with 
alternative fuels to produce cement. 
 

Build resilient infrastructure, promote inclusive and 
sustainable industrialization and foster innovation. 
Target 9.4. By 2030, upgrade infrastructure and retrofit 
industries to make them sustainable, with increased resource-
use efficiency and greater adoption of clean and 

environmentally sound technologies and industrial processes, with all 
countries taking action in accordance with their respective capabilities. 

 
Ensure sustainable consumption and production patterns 
Target 12.4 By 2020, achieve the environmentally sound 
management of chemicals and all wastes throughout their life 
cycle, in accordance with agreed international frameworks, and 
significantly reduce their release to air, water and soil in order to 

minimize their adverse impacts on human health and the environment. 
Target 12.5 By 2030, substantially reduce waste generation through 
prevention, reduction, recycling and reuse. 

Potential Negative 
Impact of Contribution 

It is during the production of clinker, the main component of cement, 
when most carbon dioxide emissions associated with cement occur. The 
majority of these emissions are unavoidable, as they result from the 
chemical reaction that occurs when the raw material (limestone) 
calcinirates into a clinker in the kiln. 

Management 
Approach to Negative 
Impact 

Replacing the clinker in the final product with alternative mineral 
components reduces the carbon footprint of cement production. As an 
alternative, we utilize waste-derived resources or cement additives such 
as fly ash and granulated blast furnace slag (GBFS) and synthetic 
phosphogypsum. These materials are by-products of other industrial 
processing plants. We also utilize other alternative raw materials such as 
contaminated soil or bottom ash in producing clinker to lessen our 
consumption of natural resources. 

 

WASTE MANAGEMENT SOLUTION 
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Societal Value / 
Contribution to UN 
SDGs 

Holcim Philippines embraces the circular economy principle to contribute 
ƚŽ ƚhe cŽƵnƚƌǇ͛Ɛ ƐŽlid ǁaƐƚe managemenƚ ƐŽlƵƚiŽn and ƚŽ ƐƵƉƉŽƌƚ ƚhe 
GƌŽƵƉ͛Ɛ ƐƚƌaƚegǇ ƚŽ ƌedƵce iƚƐ glŽbal caƌbŽn fŽŽƚƉƌinƚ͘ 

 
Ensure sustainable consumption and production patterns 
Target 12.5 By 2030, substantially reduce waste generation 
through prevention, reduction, recycling and reuse. 
 
 
Take urgent action to combat climate change and its 
impacts 
Target 13.2. Integrate climate change measures into national 
policies, strategies and planning 

Potential Negative 
Impact of Contribution 

Cement kiln co-processing itself cannot address the waste management 
challenges of the country but can be an integral part of the whole waste 
management value chain. This technology fits with any circular economy 
program following the waste management hierarchy which prioritizes first 
waste avoidance, reduction, reprocessing, and recycling. 

Management 
Approach to Negative 
Impact 

Holcim Philippines uses cement kiln co-processing technology; wherein 
qualified waste materials are used as an alternative to coal in producing 
cement. Co-processing provides a practical, cost-effective, and 
environmentally preferred alternative to landfills and traditional 
incineration. This technology is unique because it encompasses both 
material recycling and energy recovery within an industrial process. 

 



































































































































































































DRAFT 
MINUTES OF THE ANNUAL MEETING OF THE STOCKHOLDERS 

 
OF 

 
HOLCIM PHILIPPINES, INC. 

 
Conducted via Remote Communication 

July 22, 2020 at 10:00 a.m. 
  
________________________________________________________________________ 
  
  
I.  CALL TO ORDER  
  

The President and CEO, Mr. John William Stull, acted as chairman, called the meeting 
to order and presided over the same. He informed the stockholders that the Chairman, Mr. 
Tomas I. Alcantara, will not be able to attend the meeting due to technical difficulties. 

 
He acknowledged the presence of the other members of the Board of Directors (Mr. 

Martin Kriegner, Ms. Rajani Kesari, Mr. Leandro Javier and Sr. Thomas Aquino), the Chief 
Financial Officer, Ms, Jesusa Natividad L. Rojas, and the other members of the CRPSaQ\¶V 
Executive Committee.  

 
The Chairman informed the stockholders that 2019 is the final term of Mr. Yasuo 

KLWaPRWR aV WKe CRPSaQ\¶V IQdeSeQdeQW DLUecWRU. He WKaQNed MU. KLWaPRWR fRU KLV VeUYLce 
to the Company and his valuable insights throughout the years that have been instrumental 
in shaping Holcim Philippines, Inc. into the strong company that it is today.  
  
 
II.  PROOF OF NOTICE OF MEETING AND PRESENCE OF A QUORUM  
  
Proof of notice was certified by the Corporate Secretary, Ms. Belinda E. Dugan. She further 
certified the following:  

1. The Notice and Agenda of the meeting together with the Definitive Information 
VWaWePeQW ZKLcK aOVR cRQWaLQV WKe ³ReTXLUePeQWV aQd PURcedXUe fRU ReJLVWUaWLRQ, 
Participation and Voting in Absentia ZeUe SRVWed RQ WKe CRPSaQ\¶V ZebVLWe 
www.holcim.ph and disclosed in the PSE Edge. 

2. The Notice and Agenda were published in Manila Times and Business Mirror on 
June 30 and July 1, 2020, both in print and online formats. 

3. There exists a quorum for the meeting being represented in person or by proxy, 
stockholders owning 6,143,164,292 shares representing 95.21% of the total issued 
and outstanding shares of the Company. 

4. The Chairman of the Meeting is holding votes for 1,174,946,826 shares representing 
18.21 % of the total issued and outstanding shares of the Company.  

The Corporate Secretary explained that the rules of conduct and voting procedures are set 
forth in the published Definitive Information Statement. She reminded the stockholders of the 
following: 
 

● Shareholders who registered and signified their intention to vote in absentia may 
vote  by proxy - by sending the signed copy of the proxy form not later than July 17, 
2020 to HPI-Investor-Relations@lafargeholcim.com or (ii) in absentia by filling in the 
online voting form VeQW WR WKe VKaUeKROdeUV¶ ePaLO XSRQ cRQfLUPaWLRQ Rf YaOLd 
registration. 

● Shareholders present at this meeting may cast their votes by filling in the online 
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voting form sent to their e-mail addresses or by sending their votes to HPI-Investor-
Relations@lafargeholcim.com. The voting poll will be open until the adjournment of 
this meeting. 

● The votes received as of the last day of receiving the proxies or on July 17, 2020, 
after the proxy validation process have been tabulated.  The preliminary tabulation 
will be referred to when votes are reported during the meeting and that the results of 
the final tabulation will be reflected in the minutes of the meeting.  

● Everyone was encouraged to send their questions to HPI-Investor-relations@ 
lafargeholcim.com. These questions will be read by the Vice President, Head of 
Communications, Ms. Ann Claire Ramirez, during the Q&A. Shareholders attending 
this meeting may still send their questions by sending an e-mail to HPI-Investor-
Relations@lafargeholcim.com. However, due to time and technological challenges, 
not all questions may be read aloud during the meeting. Management will 
endeavour to reply to all questions via e-mail. 

 
III.  APPRO9AL OF 7HE MIN87E6 OF PRE9IO86 67OCKHOLDER6¶ MEE7ING  
  

The Chairman of the Meeting proceeded with the next item on the agenda 
ZKLcK LV WKe aSSURYaO Rf WKe PLQXWeV Rf WKe AQQXaO SWRcNKROdeUV¶ MeeWLQJ KeOd RQ May 
24, 2019, a cRS\ Rf ZKLcK ZaV SRVWed LQ WKe CRPSaQ\¶V ZebVLWe.  

 
The Corporate Secretary reported that shareholders owning 6,131,180,017 

shares or 99.805% of total number of shares represented in the meeting have voted 
in favor of the approval of the said Minutes. Thus, the minutes of the Annual 
SWRcNKROdeUV¶ MeeWLQJ KeOd RQ Ma\ 24, 2019 KaV beeQ aSSURYed.   

   
 
IV.  APPROVAL OF ANNUAL REPORT AND THE AUDITED FINANCIAL 

STATEMENTS OF THE CORPORATION AS OF DECEMBER 31, 2019  
  
 MESSAGE OF THE CHAIRMAN 

 
The pre-recorded message Rf WKe CRPSaQ\¶V CKaLUPaQ, MU. TRPaV I. 

Alcantara, was played.  
 
Mr. Alcantara reported that in 2019, the Company grew Operating EBITDA 

year-on-year by 36.7% to Php 6.7 billion on higher efficiencies and improved costs 
across all areas of the business which helped the Company grow its full-year net 
income by 41.0% to Php 3.6 billion. He also reported the completion of capacity 
expansion projects across sites to raise annual production to 10 million metric tons 
and the efficiency of industrial and logistics operations.  

 
In closing, tKe CKaLUPaQ aVVXUed WKe VKaUeKROdeUV WKaW WKe CRPSaQ\¶V Board 

of Directors, Executive Committee and Leadership Team along with the more than a 
thousand-strong workforce are ready to double their efforts and work with the 
CRPSaQ\¶V various stakeholders to overcome the current crisis  and ensure the 
CRPSaQ\¶V success in the years ahead. 

 
MESSAGE OF THE PRESIDENT AND THE CEO 
 

The President and CEO, Mr. John William Stull, expressed his confidence that 
the Company will overcome the unprecedented challenges brought about by the 
COVID-19 Pandemic. 

 
 He UeSRUWed WKe CRPSaQ\¶V Ne\ acWLRQV WR KeOS WKe CRPSaQ\¶V bXVLQeVV 
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partners manage the disruption caused by the pandemic as well as the CRPSaQ\¶s 
available solutionV LQ VXSSRUW Rf WKe JRYeUQPeQW¶V JRaO Rf UeYLYLQJ WKe ecRQRP\. The 
President affirmed the CRPSaQ\¶V cRPPLWPeQW to grow while being respectful of the 
environment and supportive of communities and people.  

 
He acknowledged that being a member of the LafargeHolcim Group (the 

³GURXS´) is a source of strength for Holcim Philippines, Inc. and will help the Company 
in its mission to help build a healthier and better Philippines.  

 
 
VOTING RESULTS 
 

TKe cKaLUPaQ LQfRUPed WKe VKaUeKROdeUV WKaW cRSLeV Rf WKe CRPSaQ\¶V 2019 
AXdLWed FLQaQcLaO SWaWePeQWV Pa\ be YLeZed aQd dRZQORaded fURP WKe CRPSaQ\¶V 
website and PSE Edge. 

 
 Upon the request of the Chairman of the Meeting, the Corporate Secretary 

reported that shareholders owning 6,129,604,627 shares or 99.779 % of total number 
of shares represented in this meeting have voted for the approval of the annual report 
and the Audited Financial Statements for the period ended December 31, 2019. Thus, 
the 2019 Annual Report and Audited Financial Statements have been approved.  

   
 
 
V.  APPROVAL AND RATIFICATION OF ALL ACTS, CONTRACTS, INVESTMENTS 

AND RESOLUTIONS OF THE BOARD OF DIRECTORS AND MANAGEMENT  
  

The Chairman of the meeting proceeded to the next item in the agenda which 
is the approval and ratification of all acts, contracts, investments and resolutions of 
the Board of Directors and Management.  
 
 The Corporate Secretary reported that shareholders owning 6,141,493,896 
shares or 99.973 % of the total number of shares represented in this meeting have 
voted for the approval and ratification of all the acts, contracts, investments, and 
resolutions of the Board of Directors, the Board Committees, and Management since 
WKe OaVW aQQXaO VWRcNKROdeUV¶ PeeWLQJ. 
 

Based on the votes received, the Chairman of the meeting declared the 
approval and ratification of all acts, contracts, investments and resolutions of the 
BRaUd Rf DLUecWRUV aQd MaQaJePeQW VLQce WKe OaVW aQQXaO VWRcNKROdeUV¶ PeeWLQJ.  
 

 
 
VI.  ELECTION OF DIRECTORS  
  

The Chairman asked the Corporate Secretary to read the names of the 
persons nominated as directors of the Company. The Corporate Secretary then 
proceeded to read the names of the following persons who were nominated in 
accordance with the provisions of the By-Laws:  

 
 

 1.   Tomas I. Alcantara  
 2.   Martin Kriegner  
 3.   Rajani Kesari 
 4.   John William Stull  
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       5.   Leandro David Javier ± Independent Director 
 6.   Thomas Aquino - Independent Director 
 

The Corporate Secretary confirmed that the Corporate Governance 
Committee has duly ascertained that the six nominees are qualified to serve as 
Directors of the Company and that all the nominees have given their consent to their 
respective nominations. 

 
Upon the request of the Chairman, the Corporate Secretary certified that 

based on the preliminary tabulation of votes, each of the nominees have received at 
least 6,131,355,633  votes. Based on such certification, the Chairman of the Meeting 
declared all the nominees as duly elected members of the Board of Directors for the 
ensuing year.  

  
 
VII.  APPOINTMENT OF EXTERNAL AUDITOR  
  

The next item on the agenda was the appointment of the CRPSaQ\¶V e[WeUQaO 
Auditor. It was explained that the Audit Committee recommends the appointment of 
Navarro Amper & Co. as the External Auditor of the Company for the year 2020.  

 
On the voting results, the Corporate Secretary reported that shareholders 

owning 6,143,069,286 shares or 99.998 % of total number of shares represented in 
this meeting have voted in favor of the appointment of Navarro Amper & Co. as the 
CRPSaQ\¶V e[WeUQaO aXdLWRU fRU WKe \eaU 2020. HaYLQJ UeceLYed VXffLcLeQW QXPbeU Rf 
votes, the aXdLWLQJ fLUP Rf NaYaUUR APSeU & CR. ZaV aSSRLQWed WKe aV WKe CRPSaQ\¶V 
external auditor of year 2020. 

 
VIII.  OTHER MATTERS 
 
 TKe CKaLUPaQ Rf WKe PeeWLQJ UeTXeVWed WKe CRPSaQ\¶V VLce-President, Head of 
Communications, Ms. Ann Claire Ramirez, to read aloud the questions received via email.  
 
 BeORZ aUe WKe TXeVWLRQV Uead aQd WKe cRUUeVSRQdLQJ UeVSRQVe Rf WKe CRPSaQ\¶V 
President and CEO: 
 

1. Does the LafargeHolcim Group still intend to divest its stake in Holcim Philippines? 

 

The President and CEO explained that with the lapse of the agreement in May 
2020 beWZeeQ WKe CRPSaQ\¶V VKaUeKROdeUV aQd First Stronghold Cement 
Industries, Inc. without obtaining the approval of the Philippine Competition 
Commission, Holcim Philippines, Inc. is no longer in the sale process and will 
remain a part of the LafargeHolcim Group.  

 

2. May we know your actions to strengthen the Holcim business despite the COVID-19 
crisis? 

In reply, Mr. John Stull explained that Health and Safety being an important 
part of the Holcim culture even prior to the pandemic was an advantage for the 
Company. When the crisis arose, the Company immediately complied with the 
requirements concerning its operations. He explained that the Company drew 
from experiences of members of the LafargeHolcim Group from around the wold 
and are currently working closely with local communities and customers in order 
to comply with all the rules and keep everyone healthy and safe. He assured the 
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shareholders that so far, the Company is operating effectively and is able to 
serve its customers through the pandemic.   

3. How has Holcim helped communities during this crisis?

³HROcLP HeOSV´, ZKLcK LV WKe CRPSaQ\¶V cRPPXQLW\ UeOaWLRQV caPSaLJQ, was 
used as a vehicle to provide help to communities. The Company was able to help 
around 80,000 families by providing food, personal protective equipment and 
disinfecting materials. He also thanked the Holcim employees who participated in 
the Holcim Helps campaign.  

4. What digital innovations have Holcim implemented in response to the current
business challenges?

It was explained that the Company has been accelerating its digital initiatives 
to keep everyone safe as part of the new normal. As part of its digital initiatives, 
the Company launched EasyBuild where the customers can place their orders, 
check their accounts and pay bills. The Chairman of the Meeting noted that 
currently, 91% of all its transactions are being done through EasyBuild. Another 
digital initiative is Pinoy Builders which is a digital information platform where 
people in the building materials sector and construction industry can exchange 
information and ideas. 

5. What product and material innovations have the company introduced to the market
to help builders amid the pandemic?

The Chairman of the meeting replied that in 2019, the Company launched 
Solido which now comprises a major part of its product portfolio. He explained 
that Solido is a more environmentally responsible product than the OPC as it 
uses less clinker. Also, the company launched SFCrete which is being used in a 
lot of road construction projects in Greater Metro Manila. He expressed the 
Company¶V hopes to expand SFCrete to support the DPWH in order to ensure 
that the government stays on schedule and meet their requirements during this 
pandemic.  

6. Are you still considering possible capacity investments to grow the business?

It was explained that the Company is working on projects in its La Union 
plant and Geocycle. It was mentioned that the Company is studying projects for 
the longer term to increase capacity for its Luzon and Mindanao plants.   

IX. ADJOURNMENT 

Upon confirmation by the Corporate Secretary that there were no other items 
in the agenda for the consideration of the stockholders, the meeting was adjourned.  

     BELINDA E. DUGAN��  ���
���������&RUSRUDWH�6HFUHWDU\

ATTEST: 

JOHN WILLIAM STULL 
Chairman of the Meeting 



 
 
 

ANNEX D 
 

HOLCIM PHILIPPINES, INC. 
FORM OF PROXY 

 
PROXY 

 
The undersigned stockholder of Holcim Philippines, Inc. (the “Corporation”) hereby appoints: 

 
[NAME OF AUTHORIZED REPRESENTATIVE] 

or in his absence, 
the 

Chairman of the Meeting 
 

as my proxy to represent and vote on my behalf all of my shares in the Corporation at the 
Annual Stockholders Meeting of the Corporation to be held on May 27, 2021, 1:30 P.M., and at 
any adjournments and postponements thereof, for the purpose of acting on the following 
matters: 
 
1. Approval of minutes of previous annual 

stockholders’ meeting  
 

___ Yes ___ No ___ Abstain  
 
2. Approval of the Operations Report 
 

___ Yes ___ No ___ Abstain 
 
3. Approval and Ratification of all acts, 

contracts, investments and resolutions of the 
Board, Committees and Management since 
the last Annual Shareholders’ meeting 

 
___ Yes ___ No ___ Abstain  

 
4. Election of Directors 
 

___ a) Vote equally for all nominees or 
distribute or cumulate my shares to 
nominee/s listed below:  
 
i. Tomas I. Alcantara     ________ shares 
ii. Martin Kriegner           ________ shares 
iii. Horia-Ciprian Adrian   ________ shares 
iv. Tan Then Hwee          ________ shares 
 

Independent Directors 
   

v. Thomas G. Aquino  ________ shares 
   vi. Leandro D. Javier   ________ shares 
     vii. Medel T. Nera        ________ shares 
 

__ b) Withhold authority to vote for all 
nominees listed above  

 
__ c) Withhold authority to vote for 
nominees listed below:  
 

_____________________________ 
_____________________________ 
_____________________________ 
_____________________________ 
_____________________________ 
_____________________________ 

 
5. Appointment of External Auditor for  
  2021 
 

___ Yes ___ No ___ Abstain  
 

6. At his/her discretion, the proxy named 
above is authorized to vote upon such 
other matters as may properly come 
before the meeting  
 
___ Yes ___ No ___ Abstain 

 
 
Signed this __ day of ________ 2021 in ____________________. 

 
 

[SIGNATURE OVER PRINTED 
NAME OF STOCKHOLDER] 

 
 

Stockholder 
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ANNEX E 
 

ANNUAL STOCKHOLDERS’ MEETING  
May 27, 2021 at 1:30 pm 

 
Requirements and Procedure for Registration, Participation and Voting in 

Absentia 
 

Given the current circumstances and taking into consideration the safety of 
everyone, Holcim Philippines, Inc. (HPI or the Company) will be conducting its Annual 
Stockholders Meeting (Annual Meeting) scheduled on May 27, 2021 at 1:30 PM 
virtually. There will be no physical venue for the Annual Meeting. The Chairman of the 
Annual Meeting shall call and preside the meeting in Metro Manila which is the place 
where the principal office of the Company is located. 
 

Only stockholders of record as of April 27, 2021 are entitled to participate and 
vote in the Annual Meeting.  
 
I. Registration and Participation/Attendance Procedure: 
 

1. The platform for participation through webcast/ video conferencing (Remote 
Communication) for the Annual Meeting is via Zoom. 
  

2. Only stockholders of record as of April 27, 2021 and who have complied with 
the registration and validation process as outlined in this document may 
participate and vote in absentia in the Annual Meeting. 

  
3. Stockholders who intend to participate in the Annual Meeting may register by 

filling up the form that can be found at www.conveneagm.com/ph/HLCM. 
Online registration will be open from May 4, 2021 at 8:00 A.M. to May 20, 2021 
at 5:00 P.M. 
 

4. Stockholders should complete the online registration and submit/ upload the 
following for validation: 

 
a. For individual stockholders: 

 
i. Scanned copy of any valid government-issued ID showing stockholder’s 

personal details and photo; 
ii. Active contact number, either landline or mobile. 

 
b. For stockholders with joint accounts: 

 
i. Scanned copy of authorization letter signed by other stockholders 

indicating the person among them authorized to participate and/or vote 
in the Annual Meeting; 

ii. Documents required under items 4.a (i) and (ii) for the authorized 
stockholder. 

 
c. For individual stockholders under PCD or a Brokers Account or “Scripless 

Shares”: 
 

i. Broker’s certification on the stockholder’s number of shareholdings (in 
PDF format). To facilitate the verification of your account, please copy 
HPI (HPI-Investor-Relations@lafargeholcim.com) and its stock 
transfer agent, Stock Transfer Services, Inc. (STSI) 
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(rdregala@stocktransfer.com.ph) in all your email correspondence 
with your broker for the request for certification; 

ii. Documents required under items 4.a (i) and (ii).  
 

d. For corporate stockholders: 
 

i. Duly accomplished and signed proxy  
ii. Secretary’s Certificate attesting to the authority of the person signing the 

proxy representative to participate and / or vote in the Annual Meeting; 
iii. Documents required under items 4.a (i) and (ii) for the authorized 

representative; 
iv. Valid and active email address and contact number of the representative 
v. Scanned copy of the valid government-issued ID of the person signing 

the proxy 
 

5. Please note that HPI will request for your consent to process your personal 
information in accordance with the Data Privacy Act. 
 

6. HPI’s Office of the Corporate Secretary and STSI will validate the registration 
requirements submitted by the stockholders. Incomplete or inconsistent 
information provided in the registration form will result to a rejection of the 
registration.  
 

7. Upon successful registration and validation of the registration and documents 
submitted, the stockholder will receive an email confirmation with the link to log 
in and participate in the Annual Meeting on May 27, 2021 at 1:30 P.M.  
 

8. Only those stockholders who have successfully registered following the 
procedure above and stockholders who have voted by providing their executed 
Proxy Form shall be included for purposes of determining the existence of a 
quorum.  

 
9. HPI reserves the right to request for additional information, and the submission 

of the originally signed copies of the documents forming part of the registration 
requirements at a later time.  
 

10. For the Question and Answer portion during the SSM, stockholders may send 
their questions related to the agenda by email to HPI-Investor-
Relations@lafargeholcim.com. While HPI will accept questions during the 
virtual meeting sent via email, we encourage everyone to send their questions 
related to the agenda on or before May 20, 2021, 5:00 P.M. Please note that 
due to time and technological limitations, only relevant questions will be 
answered during the Annual Meeting. HPI will endeavor to answer all other 
questions via e-mail at a later time.  
 

11.  As required by the Securities and Exchange Commission, the proceedings 
during the Annual Meeting will be recorded. A link to the recorded virtual 
website will be made available on HPI’s website after the meeting. 

 
II. Voting Procedure: 
 

Stockholders may vote during the Annual Meeting either (1) by Proxy or (2) by 
voting in absentia through our Digital Ballot/ Online Stockholder Voting System.  

 
1. Voting by Proxy: 
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a. Download and fill up the Proxy Form at 
www.conveneagm.com/ph/HLCM.  

b. Send a scanned copy of the executed Proxy Form by email to HPI-
Investor-Relations@lafargeholcim.com not later than May 20, 2021. The 
hard copy of the signed Proxy Form should be delivered to: The Corporate 
Secretary, 7th Floor, Two World Square, McKinley Hill, Fort Bonifacio, 
Taguig City within five (5) days after the Proxy Form was sent via email. 

c. Alternatively, should you wish to appoint the Chairman of the meeting as 
proxy, you may use the digital proxy form available at 
www.conveneagm.com/ph/HLCM. The Chairman, or in his absence, the 
Vice-Chairman, the Chief Financial Officer or the Corporate Secretary is 
authorized to cast the votes pursuant to the instructions in the Proxy Form. 

 
2. Voting in absentia through the Digital Ballot/ Online Stockholder Voting System: 

 
a. Follow the Registration and Participation/Attendance Procedure set forth 

above.  
b. Signify your intention to vote in absentia through the online form not later 

than May 20, 2021. 
c. Upon validation, the Company will send an email to the stockholder 

containing the link for the Digital Ballot/ Online Stockholder Voting System 
and the instructions for casting online votes. Registered stockholders shall 
have until 5:00 PM of May 20, 2021 to cast their votes.  

d. All agenda items indicated in the Notice of Meeting will be included in the 
Digital Ballot and the registered stockholder may vote as follows: 

 
i. For items other than election of the Directors, the stockholder may 

vote: “For”, “Against”, or “Abstain”. The vote shall be considered as 
cast for all the stockholder’s shares.  

ii. For the election of Directors, the stockholder may vote for vote 
such number of shares for as many persons as there are directors 
to be elected or he may cumulate said shares and give one 
candidate as many votes as the number of directors to be elected 
multiplied by the number of his shares owned, or he may distribute 
them on the same principle among as many candidates as he shall 
see fit; provided, that the total number of votes cast by him shall not 
exceed the number of shares owned by him as shown in the books 
of the Company multiplied by the number of directors to be elected.  

 
e. Once voting is completed in the Digital Ballot/ Online Stockholder Voting 

System, the stockholder shall proceed to click on the “Submit” button which 
shall complete the process. Once submitted, the stockholder may no longer 
change the votes cast. HPI’s Office of the Corporate Secretary shall 
tabulate all votes cast in absentia together with the votes cast by proxy. 
The votes cast in absentia will have equal effect as votes cast by proxy.  

 
For any questions or clarification, you may contact us through HPI-Investor-

Relations@lafargeholcim.com or our stock transfer agent, Stock Transfer Service, Inc. 
through their telephone number 8403-3798.  
 


