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SEC FORM 17-A

1. For the fiscal year ended ....December 31, 2018

2. SEC Identification Numbe_*r 026126......... 3. BIR Tax Identification No, 000-121-507-000...
4. Exact name of issuer as specified in its charter ........ Holcim Philippines, Inc...........
5. Republic of the Philippines................. 6. [FBNDMN] (SEC Use Only)
Province, Country or other jurisdiction of Industry Classification Code:
incorporation or organization
7. 7th Floor, Two World Square, McKinley Hill, Fort Bonifacio, Taguig City n 1634,

Address of principal office Postal Code

................................................................................................................

10. Securities registered pursuant to Sections 8 and 12 of the SRC, or Sec. 4 and 8 of the RSA

Title of Each Class Number of Shares of Common Stock
Outstanding and Amount of Debt Outstanding
ComMMON StOCK......eiviciiiitiiceeeee oo, 6,452,099,144...........c..con.....

............................................................................................................................................

.............................................................................................................................................

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

If yes, state the name of such stock exchange and the classes of securities listed therein:
_X_ Philippine Stock Exchange, Inc. __ Common Shares ____

12. Check whether the issuer:

(a) has filed all reports required to be filed by Section 17 of the SRC an_d SRC Rule:4117'.1f
thereunder or Section 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26 an':i 5 n°
The Corporation Code of the Philippines during the preceding twelve (12) months (or for such shorter
period that the registrant was required to file such reports);

Yes [X] No [ ]

(b) has been subject to such filing requirements for the past ninety (90) days.
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13.

14.

15.

Yes [X] No [ ]

State the aggregate market value of the voting stock held by non-affiliates of the registrant. The
aggregate market value shall be computed by reference to the price at which the stock was sold,
or the average bid and asked prices of such stock, as of a specified date within sixty (60) days
prior to the date of filing. If a determination as to whether a particular person or entity is an
affiliate cannot be made without involving unreasonable effort and expense, the aggregate market
value of the common stock held by non-affiliates may be calculated on the basis of assumptions
reasonable under the circumstances, provided the assumptions are set forth in this Form. (See
definition of "affiliate" in “Annex B”).

PhP5,338,086,318 (920,359,710 common shares @ PhP5.80 per share, the closing price at
which stock was sold on December 28, 2018).

APPLICABLE ONLY TO ISSUERS INVOLVED IN
INSOLVENCY/SUSPENSION OF PAYMENTS PROCEEDINGS
DURING THE PRECEDING FIVE YEARS:

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

Not Applicable

Yes [ ] No [ ]
DOCUMENTS INCORPORATED BY REFERENCE
The following documents are incorporated by reference:

(a) Audited Consolidated Financial Statements as of December 31, 2018 and 2017 and for the
three years in the period ended December 31, 2018 - Exhibit 1

(b) Statement of Management’s Responsibility for Consolidated Financial Statements as of
December 31, 2018 and 2017 and for the three years in the period ended December 31, 2018
— part of Exhibit 1

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

(d) SEC Form 17-Q — Exhibit 3

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

() SEC Form 17-C — Exhibit 5
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PART | - BUSINESS AND GENERAL INFORMATION
Item 1. Business

Holcim Philippines, Inc. (HPI or the “Company’), is one of the premier cement
manufacturers in the Philippines and is a member of the LafargeHolcim Group, one of the world’s
leading suppliers of cement, aggregates, concrete and construction-related services. HPI is mainly
engaged in the manufacture, sale and distribution of cement and cementitious products and the
provision of technical support on various construction-related quality control, optimization,
solutions development and skills upgrade.

The Company and its subsidiaries own four cement production facilities, one cement
grinding mill, five ports, as well as multiple storage and distribution points across the country.

The consolidated operations of the four cement production faciliies have fortified
HPI's premier position in the Philippine cement industry with a total installed clinker production
capacity of 5.2 million metric tons per year (MTPY) and cement production capacity of 9.4 million
MTPY.

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

“Holcim” is one of the top selling brands and quality leaders in the Philippines.
Q) History and Business Development

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

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

On January 11, 2001, the SEC approved the merger of Atlas Cement Marketing
Corporation, Davao Union Marketing Corporation and Bacnotan Marketing Corporation into UCC.

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

Pursuant to the Securities Regulation Code (SRC) and its implementing rules and
regulations, HPI undertook a tender offer in favor of the remaining 12% non-controlling
shareholders of ACC to exchange their holdings in ACC for new shares of UCC at the same
exchange ratio, with the option to accept cash at a price of PhP0.28 per ACC share, in lieu of HPI
shares. The foregoing transactions were approved by shareholders of UCC on September 4,
2002. The Company acquired additional ACC shares representing 0.02% equity interest in ACC
after the end of the tender offer period.

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

On August 17, 2004, the SEC approved ACC'’s reverse stock split, increasing the par value
of ACC’s shares to PhP1,000 per share from PhP0.50 per share. As a result of additional
SEC Form 17-A CY 2018 3
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purchases from the remaining non-controlling shareholders of ACC in 2004 and the effect of the
reverse stock split, UCC equity interest in ACC increased from 98.74% to 99.6%.

On November 30, 2004, the SEC approved the request for change in corporate name from
UCC to HPI. On January 19, 2005, the SEC also approved the change in corporate name of ACC
to Holcim Philippines Manufacturing Corp. (HPMC).

On March 6, 2014, the SEC approved the increase in authorized capital stock of Holcim
Mining and Development Corporation (HMDC) (formerly Sulu Resources Development Corp., later
renamed Holcim Aggregates Corporation) to make way for additional subscription by HPI and
HPMC, in consideration of properties such as parcels of land, mining claims and foreshore leases.
On March 18, 2016, the SEC approved the increase in authorized capital stock of HMDC to make
way for subscription by the Holcim Philippines, Inc. Retirement Fund of sixty percent of the issued
and outstanding capital stock of HMDC. Today, HMDC is an associate company of HPI, providing
most of the Company’s raw materials from the quarries of HMDC and its subsidiaries in La
Union, Bulacan, Lugait and Davao. HMDC and its subsidiaries also leases to the Company
parcels of land and foreshore leases for the latter’s operations.

As of December 31, 2018, HPI is 60.55% owned by Union Cement Holdings
Corporation (UCHC), 18.11% owned by Holderfin B.V. (Holderfin), and 7.08% owned by Cemco
while the remainder of its shares is owned by the public. HPI common shares are listed in the PSE.

The Company’s Subsidiaries

Holcim Philippines Manufacturing Corporation (HPMC)

HPMC was incorporated and registered with the SEC on February 7, 1968 under the name
of Victory Cement Corporation.

HPMC has 1.5 million MTPY line that was successfully commissioned in 1998 and
started commercial operation in January 1999. HPMC'’s terminal located in Calaca, Batangas,
which had been idle for several years, was rehabilitated in 2010 and resumed operations in
January 2011. Today, substantially all of HPMC’s cement manufacturing assets are being leased
by HPI.

In January 2018, HPMC renewed the bareboat agreement with HPI for the latter's vessel
requirements to transport cement to various destinations within the Philippines.

HPMC'’s subsidiary, Calamba Aggregates Company, Inc. (CACI), was incorporated and
registered with the SEC on October 15, 1992, that operated an aggregates plant in Laguna.
CACI ceased operations effective December 31, 2013.

HPMC’s wholly owned subsidiary, Bulkcem Philippines, Inc. (BPI), was incorporated
and registered with the SEC on April 5, 1995. Today, BPI owns a bulk terminal located in lloilo
which is currently being leased by HPI

Alsons Construction Chemicals, Inc. (ALCHEM), another subsidiary, owned a cement
and mineral admixture plant in Lugait, Misamis Oriental, was incorporated in the Philippines
and was registered with the SEC on December 23, 1996. The operation of ALCHEM was
discontinued since July 1999. ALCHEM filed an affidavit of non-operation with the SEC.

Excel Concrete Logistics, Inc. (ECLI)

Excel Concrete Logistics, Inc. was incorporated and registered with the SEC on August 9,
2012. On January 1, 2013, ECLI started its full operation servicing the distribution, transport and
placing of concrete, as well as transport of cement and specialty products. On November 29, 2018,
the Board of Directors of HPI approved the closure and dissolution of ECLI. ECLI is in the process
of completing regulatory requirements for its eventual dissolution.

SEC Form 17-A CY 2018
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Holcim Philippines Business Services Center, Inc. (HPBSCI)

Holcim Philippines Business Services Center, Inc. was incorporated and registered with
the SEC on February 4, 2014. HPBSCI was set up to engage in the business of providing business
process outsourcing and other information technology-enabled services to the Holcim Group. On
February 13, 2015, HPBSCI transferred and sold its intellectual property rights and leasehold
improvements to Holcim East Asia Business Service Centre B.V. — Philippine ROHQ.

HuBB Stores and Services Inc. (HSSI)

HuBB Stores and Services Inc. was incorporated and registered with the SEC on
June 2, 2014. HSSI was set up to engage in the business of buying, selling and distributing
construction and building materials, and to operate, maintain and franchise stores for the sale and
distribution of said materials.
Mabini Grinding Mill Corporation (MGMC)

Mabini Grinding Mill Corporation was incorporated and registered with the SEC on

September 29, 1999. In August 2013, the rehabilitation of MGMC’s grinding station in Mabini,
Batangas was completed. HPI is leasing and operating the said grinding station.

Bankruptcy Proceedings

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

Material Reclassification, Merger, Consolidation

The Company is not a party to any merger or consolidation for the period ending December
31, 2018. Neither is the Company a party to any significant purchase of assets.

(2) General Business Description

HPI is engaged in the manufacture, sale and distribution of cement, dry mix mortar products,
clinker and aggregates. It also offers construction-related trainings, consultancies, testing and other
technical services to its customers. With the Company’s production facilities, ports, storage &
distribution terminals, sales offices and channel partners, HPI has an extensive sales and distribution
footprint due to its strategically located plants and terminals in the Philippines. The Company’s
product quality and operational capability are geared toward meeting the customers’ needs.

(&) Product Lines

HPI manufactures four (4) main cement product brands namely: Holcim Premium (Type 1
Portland cement), Holcim 4X (Type 1 high performance Portland cement), Holcim Excel (Type
1P Blended cement) and Holcim WallRight (Type S Masonry cement). Its products are sold
mostly in bags except for Holcim 4X (mainly bulk). Other packaging formats include tonner,
jumbo bags and bulk. HPI also sells to cement producers a semi-finished product called
clinker, which is sold only in bulk. Moreover, it is involved in the ready-mix concrete business
and selling of aggregates. It has extended its portfolio by selling dry mix mortar products
such as Holcim Tile Adhesive, Holcim Skim Coat and Holcim Cementitious Waterproofing.

All HPI products meet the Philippine National Standards (PNS) and the American Society for
Testing and Materials (ASTM) product quality standards.
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Below is a brief description of HPI’s various products:
Holcim 4X

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

Holcim Premium

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

Holcim Excel

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

Holcim WallRight Cement

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

Clinker

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

Ready Mix Concrete

Ready mix concrete (RMX) is an engineered construction material produced by mixing
cement, admixtures, water, coarse aggregates and fine aggregates. It is produced in an RMX
batching plant under controlled conditions and delivered by transmit mixer to a customer.
A producer can make concrete of various strength grades and performance characteristics by
adjusting the proportions of the different raw materials. The manner in which ready mix
concrete is purchased, produced and delivered is defined by ASTM C94 Standard
Specification for Ready-Mix Concrete.
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Over the course of its business operations, RMX has been incurring losses thus the
management has decided to cease its operations.

Aggregates

Aggregates are granular materials of mineral compositions used for various construction
applications. It is used with a binding medium to form concrete, bitumous concrete, precast
concrete, mortar, plaster and other concrete and asphalt applications. It can be used alone
for road bases, structural beddings, railroad ballast, filter beds, backfills, etc. The grading and
quality conforms to the ASTM C33 Standard Specifications for coarse and fine aggregates.

Holcim Tile Adhesive

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

Holcim Skim Coat

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

Holcim Concrete Waterproofing

Holcim Waterproofing is one-component cement-based waterproofing specially formulated
using Holcim cement, high-quality polymers and chemical admixtures to provide superior
flexible waterproofing of structures. This product is currently being sold on a per request

basis.

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

Table 1 — Revenue by Product Line

February 2001

Calendar Year Calendar Year Calendar Year
Ended Ended Ended
(In Thousand Pesos) December December 31, 2017 December 31, 2016
31, 2018

Cement and cementitious B33,227,519 B31,686,117 B38,364,642

materials
Others 2,395,594 3,054,644 1,971,166
Total B35,623,113 B34,740,761 B40,335,808
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(b) Contribution of Export Sales

The amounts and percentages of revenue attributable to export sales, including breakdown
per region, for the calendar years ended December 31, 2018, 2017 and 2016 are as follows:

Table 2 — Export Revenue

Calendar Year Calendar Year Calendar Year
Ended Ended Ended

(In Thousand Pesos) December 31, 2018 | December 31, 2017 | December 31, 2016
Total Export Revenues NIL B9,264 P34,423
% to Total Revenues NIL 0.03% 0.09%
Breakdown of Export

Revenues per Region

(in %)
Southeast Asia
Eastern Asia
Oceania NIL 0.03% 0.09%
North America
Western Europe
Middle East
Total % to Total Revenues NIL 0.03% 0.09%

(c) Marketing and Distribution

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

(d) New Product

Holcim Solido, with high performance formulation Type 1P blended cement was initially
introduced during the third quarter of 2018 to pilot customers as a new solution for roads and
building construction.

(e) Competition

There are eight integrated cement manufacturers in the Philippines that include Holcim,
Republic Cement, Cemex, Taiheiyo, Northern Cement, Eagle Cement, Goodfound and
Mabuhay. These manufacturers operate a total of 16 integrated cement plants and 3 cement
grinding plants all over the country. Big Boss Cement, a new entrant, recently opened a
cement grinding plant in Pampanga this year.

Among the local players, Holcim has the widest market reach serving customers across the
country from two integrated cement plants, one cement grinding plant and one dry mix plant
in Luzon, and two integrated cement plants in Mindanao. Holcim also operates cement
terminals in lloilo, Batangas and Manila. There are various warehouses strategically set up in
the different geographic markets to support the company’s distribution network.

The Company has a deep portfolio of innovative solutions fostered by a wide range of building
products and solutions. It offers cement, aggregates, finishing and concrete solutions that
can help local builders execute a wide range of projects with high performance and efficiency,
from massive infrastructures to simple home repairs.

SEC Form 17-A CY 2018 8
February 2001



The four cement plants of Holcim are certified to meet the ISO 9002 (Quality Management), ISO
14001 (Environmental Management) and OH&S 18001 (Occupational Health and Safety
Management) standards.

(f Sources and Availability of Raw Materials and Supplies
Raw Materials

The Company sources most of its raw materials (limestone, pozzolan, shale) from its
associate company, HMDC and its subsidiaries which hold Mineral Production Sharing
Agreements for its quarries in various areas in La Union, Bulacan, Davao and Lugait, Misamis
Oriental. HPI also source raw materials from third party suppliers.

Energy Supply

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

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

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

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

Mabini Grinding plant which is a 6MW capacity establishment has qualified as a "Contestable
Customer (CC)" when the Retail Competition and Open Access (RCOA) was implemented
last June 26, 2013. As a result, a 10-year Power Supply Agreement with TA Oil was signed
and took effect on June 26, 2014 in lieu of an agreement with distribution utility Department of
Energy (DOE) Batangas Electric Cooperative, Inc. (BATELEC II).
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On November 29, 2017, DOE issued a Department Circular 2017-12-0013 lowering minimum
demand to 500-749 kW to qualify as a CC. This will allow captive customers in Luzon-Visayas
Grid to shift to a Retail Electricity Supplier (RES) and avail of competitive rates from RES
suppliers or from the Wholesale Electricity Spot Market (WESM) by 26th June 2018.
At the moment, no other facilities of HPI qualified as contestable customer in Luzon-Visayas
Grid aside from La Union, Bulacan, and Mabini.

Coal and Fuel Supply

HPI uses coal for heating the Company's kilns in La Union, Bulacan, Davao and Lugait.

HPI's imported Indonesian coal requirements are covered with annual supply contracts.
These contracts form part of the Asia-Pacific (APAC) volume pooling strategy led by
LafargeHolcim Energy Solutions, a company established to leverage the purchasing power of
APAC Operating Company (OpCos) to obtain better pricing conditions for its coal needs. The
said strategy helped APAC OpCos to leverage in both product and freight resulting in more
competitive rates. Spot purchases shall remain as an option to have a healthy balance of
supply reliability, market competitive prices and opportunity for substitute fuels.

For local coal requirements, the company entered into a 2-year contract with Semirara Mining
& Power Corporation covering 2017-2018.

HPI has an existing supply contract with Petron and SL Harbour for its Diesel and Bunker fuel
needs. Contracts started from November 1, 2017 are still valid until October 31, 2020.

The Company has not experienced any disruption in its solid and liquid fuel supply.

In addition, Geocycle, the waste management arm of the Company, sources Alternative Fuels
and Resources (AFR) to support fuel requirements of the Company. AFR materials pass thru
stringent pre-qualification process to ensure no significant impact to plant operation, cement
quality, environmental footprint and safety to people. Industrial wastes from manufacturing
companies are pre-processed to turn into suitable AFR for cement kiln co-processing.
Likewise, biomass such as rice husk, waste carbon and saw dust are accepted as AFR.

(g) Dependence on a Single or a Few Customers

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

(h) Related Party Transactions

Please see Note 29 — Related Party Transactions to the Consolidated Financial Statements
for detalils.

(i) Trademarks, Licenses, Concessions, Labor Contracts

In 2017, applications for transfer of MPSA to HMDC and/or its subsidiary, HRDC have been
approved by the DENR.

On labor contracts, please see the discussion on employees under Item m.
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In 2016, the Philippine Intellectual Property Office issued Certificates of Registration to
HSSI for the following trademarks: (1) “HuBB” logo; and (2) “HUB Builders Center”.

Governmental Approval of Principal Products

The Bureau of Product Standards (BPS) granted HPI the license to use the Philippine
Standard Quality Certification Mark for its principal products. All other necessary licenses and
permits required for the continuous production and sale of HPI products have been secured
by the Company, including new licenses as well as those that have to be renewed
periodically.

Research and Development
The Company is engaged in research and development for improving the production process
used in its plants and for improving the quality and strength of its products. The Company

spent a total of B110.13 million research and development costs in last three years as follows:

Table 3 — Research and Development Costs

Amount | Percentage
Period Covered (‘000 Pesos)|to Revenues
CY ended December 0.11%
31,2018 P 37,919

CY ended December 31, 2017 37,780 0.11%
CY ended December 31, 2016 34,431 0.09%
Total P110,130

Costs and Effects of Compliance with Environmental Laws

The company conducts its operations consistent with sustainable development principles and
continuously improves its environmental performance to ensure compliance to environmental
laws and regulations both locally and internationally.

The company is committed to comply with environmental laws, regulations and standards
applicable to its products and operations and subscribes to leading industry initiatives and
internal requirements. It also assesses and measures its environmental impacts and
continuously improves its processes, tools and capabilities and promotes best practices in the
industry. For example, in order to ensure compliance to air emission standards, the plants
maintain and operate electrostatic precipitators, bag houses, multi-cyclone and bag filters to
mitigate dust emissions. The plants are also equipped with Continuous Emission Monitoring
System (CEMS) for real time monitoring of gaseous emissions such as nitrogen oxide (NOXx)
and sulfur dioxide (SO2) emissions. Overall performance is validated regularly by quarterly
monitoring of multi-stakeholders and government audits and is confirmed that HPI is
compliant with the existing government standards.

The plants are ISO 14001 certified or have an effective environmental management system in
place to ensure all environmental impacts and risks are effectively managed and mitigated.
The company continuously optimize its use of resources through re-using, recovering and/or
recycling waste materials in own production processes where feasible, minimizing the
generation of any hazardous and non-hazardous waste, and disposing waste using safe and
responsible methods.

The company proactively engages with stakeholders and cooperates with legislators and
regulators to ensure environmental obligations are fulfilled and local regulations are complied.
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(m) Employees

As of December 31, 2018, HPI and subsidiaries had a total of 1,203 officers and regular
employees broken down as follows:

Table 4 — Officers and Employees

HPI Subsidiaries Total

Location

Head Office* 287 47 334
Bulacan Plant 225 0 225
La Union Plant 185 0 185
Davao Plant 208 0 208
Lugait Plant 69 133 202
Calumpit 41 0 41
Calaca 8 0 8
Total 1,023 180 1,203

* Includes ECLI, RMX, HSSI and Mabini plants

There will be a significant decrease in the number of employees by January 2019 due to re-
structuring that was implemented towards the end of the year.

With the challenging business environment, the company aims to reinforce its high
performance culture through stronger performance management system, focused employee
development programs and disciplined Talent Review and Succession Planning. Programs
related to these shall be strengthened to support the company’s growth objectives and
overcome business challenges.

HPI cement plant supervisory and rank and file employees are unionized and all labor unions
have a Collective Bargaining Agreement (CBA) signed with the Company. The rank and file
employees of HPI's bag plant and subsidiary ECLI have also organized their respective
unions. The Company will continue with open communication, productive Labor Management
Councils (LMC) and collaboration with the labor union to maintain industrial peace.
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The following table shows the respective labor unions of HPI and its subsidiaries and the
expiry dates of their CBAs:

Table 5 - Labor Unions

Location of the
Plant/Site

Labor Union

CBA Expiry Date

Bacnotan, La Union

La Union Cement Workers Union

Holcim La Union Supervisory Employees Union

March 31, 2022

March 31, 2024

Norzagaray, Bulacan

Holcim Philippines Employees Association
(HPEA)

UCC Bulacan Supervisory Employees Union
(UBSEU)

December 31, 2020

February 28, 2019

Holcim Davao Supervisory Independent Union

Lugait, Misamis Holcim Lugait Employees Labor Union July 31, 2021
Oriental

Holcim Lugait Supervisors Independent Union March 31, 2021
Davao City Davao Holcim Employees Workers Union March 31, 2020

March 31, 2020

Calumpit, Bulacan

Holcim Paper Bag Plant Employees Association
— FFW Chapter

December 31, 2023

Norzagaray, Bulacan

Excel Concrete Logistics, Incorporated Workers

March 31, 2023

Union — National Union of Building and
Construction Workers

CBA Negotiations have improved with La Union Supervisory union closed in one day and
Calumpit Bag Plant Associates Union closed in three days.
Risk Factors

(n)

Political and Economic Factors

The Company and its subsidiaries are primarily engaged in the manufacture of clinker and
cement in the Philippines. Cement is one of the basic materials for building works and sales
are highly dependent on the demand for construction activities and the aggregate growth of
the economy as well as political conditions in the country.

One of the principal factors that may materially affect financial performance is the level of
construction activity in the public and private sectors. Public sector construction activity has
always been a significant part of cement demand. However, government spending on
construction-related activities (e.g., infrastructure and housing) is dependent on various
factors mainly budgetary constraints and political considerations that could impact
government’s ability to execute is planned projects.

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

Availability of Stable Power Supply

The 15-year contract with TA Oil, now PEC, provides stable and guaranteed power supply for
La Union and Bulacan Plants. The contract also provides island mode backup power for both
Luzon plants during grid failures. In 2016, the company started to take advantage of the
WESM, to the extent the contract allows, when power prices in the spot market are lower
compared to contracted rates. For the period 2017-2021, the company will be getting a fixed
discount from PEC on contracted generation rates.

Lugait and Davao Plants, both situated in Mindanao, are now enjoying electricity surplus
compared to previous years where curtailments were prevalent due to limited generation
capacities. The energy surplus in Mindanao resulted from new coal power plants starting
commercial operations in mid-2016 and subsequent years. It is projected that the additional
capacities will provide Mindanao with surplus power supply in the medium-term.

WESM is not yet available in Mindanao although trial operations have started since
June 2017. Also, the Retail Competition and Open Access (RCOA) can only be launched
after WESM has been implemented. Hence, Lugait and Davao Plants will remain captive
customers of Distribution Utility — Moresco | and Davao Light and Power Company (DLPC),
respectively.

The company is exploring measures to manage power costs and at the same time contribute
to sustainability strategy.

Dependence on Key Facilities

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

Impact of the Exchange Rate Fluctuations

Based on the 2018 Bangko Sentral ng Pilipinas Annual Exchange Rate Report, the Philippine
Peso depreciated from PhP49.92 against the US Dollar as of December 31, 2017 to
PhP52.72 as of December 31, 2018. The Peso has undergone fluctuations during the year
with an average rate of PhP52.66. It has also slid to an 12-year low of PhP54.01 in October
2018. The weakening of the Peso resulted in the increase of cost of production inputs such
as imported fuel, coal and supplies.

Environmental and Reqgulatory Matters

Cement manufacturing involves use of fossil fuel (coal and bunker fuel) and electric power,
and possible emission of dust in the atmosphere, factors that may adversely affect the
environment.

HPI conforms to rules and regulations defined under the following: The Philippine
Environmental Impact Statement System (PD 1586), The Philippine Clean Air Act 1999 (RA

SEC Form 17-A CY 2018 14
February 2001



8749), Philippine Clean Water Act of 2004 (RA 9275), Ecological Solid Waste Management
Act of 2000 (RA 9003), and Toxic Substances & Hazardous & Nuclear Waste Control Act of
1990 (RA 6969). Other Applicable Laws & Regulations are also identified in the Company’s
Integrated Management System Manual.

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

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

HPI's four plants continue to be recognized by the relevant national government agencies for
its environmental programs.

The status of compliance on the conditions stated in the Environmental Compliance
Certificate (ECC) is regularly reported to DENR through the submission of Self-Monitoring
Reports (SMR), Compliance Monitoring Reports (CMR), and Compliance Monitoring and
Verification Reports (CMVR).

Lastly, HPI's four plants are also granted with Treatment, Storage and Disposal (TSD)
Certificate as attestation to Geocycle’s responsible handling and management of hazardous
industrial wastes.

Item 2. Properties

The Company’s major items of property, plant and equipment are located in Norzagaray,
Bulacan; Bacnotan, La Union; Bo. llang, Davao City; Lugait, Misamis Oriental; Mabini, Batangas;
Calaca, Batangas; lloilo; and Manila. The table shows the consolidated properties of HPI as of
December 31, 2018 compared to December 31, 2017.

Table 6 — Plant, Property and Equipment (Consolidated)

December 31, | December 31,

(In Thousand Pesos) 2018 2017
Machinery and equipment P24,355,667 P23,980,205
Buildings and installations 12,905,681 12,958,244
Furniture, vehicles and tools 940,936 939,071
Construction in progress 6,204,939 4,376,115
44,407,223 42,253,635

Less: Accumulated depreciation, depletion

and allowance for impairment loss 25,799,852 24,653,797
Total P18,607,371 P17,599,838

In connection with the principal properties of the Company, there are no existing mortgages,

liens or encumbrances nor limitations in the usage or ownership.

There are no imminent acquisitions of property of significant amount that cannot be funded

either by the Company’s working capital or debt.
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The table below summarizes the significant lease agreements entered into by the Company as a

lessee.

Description Start Date
Plants, 01.01.2016
Terminals,

Vessels,

Ports

HO Office 15.11.2014
RMX lot 28.08.2008
Industrial 16.01.2013
Warehouse

Others 15.03.2016
(Housing,

Vehicles)

Item 3. Legal Proceedings

Expiration Date

01.01.2041

15.12.2020

26.08.2021

24.04.2021

15.03.2022

2018 Lease
Payments (in ‘000)

B971,121

35,848

11,389

7,052

52,512

Renewal Options

The contracts may be renewed or
extended upon the mutual agreement of
the Parties.

The lease may be renewed upon the
written agreement and under such terms
and conditions as maybe acceptable to
both parties.

Renewable as may be mutually agreed
by the parties

The contract may be renewed or
extended upon the mutual agreement of
the Parties.

The contract may be renewed or
extended upon the mutual agreement of
the Parties.

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

Pending material legal proceedings involving the Company are described in Exhibit 4.

Iltem 4. Submission of Matters to a Vote of Security Holders

Except for the matters taken up during the last annual meeting of the stockholders covered by
the Company’s SEC Form 20-1S report, no matter was submitted to a vote of security holders through
solicitation of proxies or otherwise during the calendar year covered by this report.
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PART Il - OPERATIONAL AND FINANCIAL INFORMATION
Item 5. Market for Issuer's Common Equity and Related Stockholder Matters
(1) Market Information
HPI common shares are listed in the PSE. The high and low market prices of HPI shares for
each quarter of calendar year 2018 and that of the past two calendar years, as reported by the PSE,

are shown below:

Table 7 — Market Prices of HPI Shares

Quarter Period CY 2018 CY 2017 CY 2016
High Low High Low High Low
January-March 10.84 9.40 15.48 15.02 13.80 13.78
April-June 9.90 7.02 13.32 13.20 15.10 15.00
July-September 7.70 6.78 12.60 12.40 16.42 16.32
October-December 6.92 5.70 10.80 10.74 16.50 16.50

Source: Philippine Stock Exchange, Inc.

As of February 22, 2019, the closing price of the Company’s common shares at the PSE is B9.43 per
share.

(2) Stockholders
As of December 31, 2018, HPI has 6,452,099,144 common shares outstanding held by
5,327 stockholders. The list of the top twenty stockholders of the Company as recorded by Stock

Transfer Service, Inc., the Company’s stock transfer agent, is as follows:

Table 8—Top Twenty (20) Stockholders

Ran Name Citizenship | Shares (Sum) %
1 |UNION CEMENT HOLDINGS FILIPINO 3,906,425,506 60.55%
CORPORATION
2 |B.VHOLDERFIN DUTCH 1,168,450,996 18.11%
3 SUMITOMO OSAKA CEMENT CO., LTD. JAPANESE 594,952,725 9.22%
4 |CEMCO HOLDINGS, INC. FILIPINO 456,689,560 7.08%
5 |PCD NOMINEE CORP. (NON-FILIPINO) FOREIGN 153,972,987 2.39%
6 PCD NOMINEE CORP. (FILIPINO) FILIPINO 141,385,355 2.19%
7 |ANTONIO M. DUMALIANG &/OR FILIPINO 922,363 0.01%
ROSALINDA S. DUMALIANG
8 KAKUGARA AKIHIKO LEONCIO TIU FILIPINO 559,580 0.01%
9 |LUIS CO CHIKIAT FILIPINO 511,242 0.01%
10 |LUISROLANDO GARCIA FADRIGO FILIPINO 419,578 0.01%
11 |JOAQUIN Q. TAN FILIPINO 380,000 0.00%
12 |AMERICAN WIRE & CABLE CO., INC. FILIPINO 290,993 0.00%
13 |LILIAV.QUITO FILIPINO 288,000 0.00%
14 |UNIVERSITY OF SANTO TOMAS FILIPINO 190,750 0.00%
15 |RAMON C. CHAN FILIPINO 189,189 0.00%
16 |FRANCISL. ESCALER FILIPINO 186,935 0.00%
17 |ANG GUAN PIAO 184,030 0.00%
18 |ISABELA CULTURAL CORPORATION FILIPINO 156,439 0.00%
19 |FRANCISCO C. EIZMENDI, JR. FILIPINO 149,459 0.00%
20 |ROSALIA M. AMANDO FILIPINO 141,069 0.00%
Total 6,426,446,756 99.60%
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3) Dividends

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

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

Cash dividends were declared in for the years ended December 31, 2018, 2017 and 2016 as
follows:

2018 2017 2016
Cash Dividend Per Share (PhP) P0.42 £0.98 P0.87
Amount Declared (PhP) P2.7 billion | 6.3 billion | 5.6 billion
Declaration Date 18-May-18 26-May-17 18-May-16
Record Date 15-June-2018 | 15-June-17 | 15-June-16
(4) Sales of Unregistered Securities within the Last Three (3) Years

There are no other securities sold for cash by the Company within the last three years that
were not registered under the SRC.

Iltem 6. Management's Discussion and Analysis or Plan of Operation.

Review of CY 2018 Operations vs. CY 2017

In 2018, the Country’s Gross Domestic Product (GDP) grew by 6.2%*, lower than the 6.7% growth in
2017. Among the major economic sectors, Industry had the fastest growth while Services decelerated
as compared from prior year and Agriculture sector further declined.

The Company’s revenue increased to PhP35.6 bio or 2.54% higher compared to 2017 arising from
the combined effect of higher sales volume and steady prices hinged on increasing demand from
public and private infrastructure projects amidst the tighter market competition. Sales performance
was affected by soft market demand particularly the first three quarters of the year although volumes
started to pick-up towards the end of the year. Although the Company was able to mitigate some of
higher production costs through business efficiencies and productivity measures, consolidated
Operating EBITDA declined to PhP4.9 bio from PhP5.4 bio. With higher interest expenses from short-
term loans related to capital expenditures especially from expansion projects, Net income after tax
stood at PhP2.5 bio compared with PhP2.7 bio of last year. Despite this, the Company continues to
ramp up and upgrade its facilities particularly its cement and clinker production capacities to sustain
its investment and expansion plans in the country coupled with various cost improvement initiatives to
mitigate impact of higher costs.

*Source: Philippine Statistics Authority
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Key Performance Indicators (“KPI”)

The comparative financial KPI for the years ended December 31, 2018 and 2017 are as

follows:
For the Calendar Year
Financial KPI Definition ended December 31
2018 2017
Profitability
Net Income o 0
Return on Assets (ROA) Ave. Total Assets 6.5% 7.8%
Return on Equity (ROE) Net Income 10.7% 11.1%

Ave. Total Equity

Operating EBITDA

I I 0, 0,
Operating EBITDA Margin Net Sales 13.7% 15.7%

Liguidity

Gearing Ratio Net Fmanmal_ Debt 16.7% 12.2%

Total Equity
Operating EBITDA
EBITDA Net Interest Cover (times) Net Interest 17.6 63.5

Profitability

While lower compared with last year, the profitability indicators remain to be at good levels
remaining positive.

Liquidity

The Company’s liquidity position remained strong evidenced by significant cash balance.

Significant Disclosures

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

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

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

3. Issuances and repurchase of equity securities.

4. Material changes in contingent liabilities or contingent assets since the last annual
balance sheet date.
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5. Existence of material contingencies and other events of transactions that are material to
an understanding of the current period.

6. Known trends, demands, commitments, events and uncertainties that will result in or likely
decrease its liquidity in a material way. The Company does not anticipate having within
the next 12 months any cash flow or liquidity problems nor does it anticipate any default
or breach of any of its existing notes, loans, leases, other indebtedness or financial
arrangements requiring it to make payments. With the improvement in the Company’s
operating performance, it expects to meet all financial loan covenants for the next interim
period.

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

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

9. Material commitments for capital expenditures.

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

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

12. Material events subsequent to end of the reporting period that have not been reflected in
the consolidated financial statements.

Notes to Financial Statements
Accounting Policies and Principles

The consolidated financial statements of the Company, which comprise the consolidated statements
of financial position as of December 31, 2018 and 2017 and the consolidated statements of profit or
loss and other comprehensive income, consolidated statements of changes in equity and
consolidated statements of cash flows for each of the three years in the period ended
December 31, 2018 have been prepared in compliance with Philippine Financial Reporting Standards
applied on a consistent basis. The detailed accounting policies are disclosed in Note 5 — Summary of
Significant Accounting Policies in the Consolidated Financial Statements.

Seasonality Aspects of the Business

Like any other company in the construction industry, the operations of the Group are affected
by seasonality. Net sales are generally higher in dry months from February to May and lower during
the rainy months of June to November. Low sales are also experienced during December due to
holidays until early January. Unpredictable weather could also significantly affect sales and
profitability compared to previous periods coupled with any unforeseen circumstances like disruptions
in productions.
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Financial Risk Management Objectives and Policies

General Risk Management Approach

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

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

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

The main risks arising from the Company’s financial instruments are market risks (which
include foreign currency risk and interest rate risk), credit risk and liquidity risk. The Board of
Directors (BOD) reviews and approves the policies for managing each of these risks and they are
summarized below. The Company’s accounting policies in relation to financial instruments are set out
in Note 5 to the consolidated financial statements.

Market Risks

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

Foreign Currency Risk

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

The Company has foreign exchange exposures, arising primarily from purchases of goods
and services and debt servicing requirements in currencies other than the Philippine Peso that leads
to currency translation effects. Of the Company’s revenues, approximately nil and 0.03% were
denominated in currencies other than the Philippine Peso in 2018 and 2017, respectively.

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

As of December 31, 2018, the Company had minimal assets and liabilities exposed to foreign
currency risks.
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Interest Rate Risk

Interest rate risk is the risk that future cash flows from a financial instrument (cash flow
interest rate risk) or its fair value (fair value interest rate risk) will fluctuate because of changes in
market interest rates.

The Company is exposed to fluctuations in financing costs and market value movements of its
debt portfolio related to changes in market interest rates. The Company’s interest rate exposure is
mainly addressed through the steering of the fixed/floating ratio of net debt. To manage this mix, the
Company may enter into derivative transactions, as appropriate. As at December 31, 2018 and 2017,
the Company had minimal exposure to interest rate risk.

Credit Risk

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

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

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

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

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

The Company’s exposure to credit risks arising from outstanding financial assets is disclosed
in Note 18 — Financial Risk Management Objectives and Policies in the Consolidated Financial
Statements.

Liquidity Risk

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

The Company maintains sufficient reserves of cash and cash equivalents, which are short-
term in nature and unused credit lines to meet its liquidity requirements at all times. In addition, the
strong credit worthiness of the Company allows it to make efficient use of the financial markets for
financing purposes. As at December 31, 2018 and 2017, the Company has unutilized credit facilities
of PhP9.5 billion and PhP9.4 billion, respectively.
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The Company’s financial assets and liabilities as of December 31, 2018 and 2017 are disclosed in
Note 18 — Financial Risk Management Objectives and Policies in the Consolidated Financial
Statements.

Capital Management Policy

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

The Company manages the capital structure and makes adjustments to it in light of the
changes in economic conditions, its business activities, investment and expansion program and the
risk characteristics of the underlying assets. To maintain or adjust the capital structure, the Company
may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debt.

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

2018 2017
Loans payable - Third party 5,200,000 = -
Loans payable - Group 3,925,850 4,177,902
Customers’ deposits 496,305 497,035
Financial debt 9,622,155 4,674,937
Less cash and cash equivalents 5,399,853 1,945,797
Net financial debt 4,222,302 2,729,140
Total equity 25,273,162 22,354,748
Gearing ratio 16.7% 12.2%

The Company’s target is to maintain a gearing in the range of no more than 100 percent.
Total equity grew by 12.5% in 2018 as a result of increase in other comprehensive income

Material Changes in Balance Sheet Accounts

Cash and cash equivalents

Increase in cash and cash equivalents were mainly due to higher cash flow from operations
and proceeds from ST loans used for capital expenditures spending.

Trade and other receivables

Receivables increased mainly due to from higher due from related parties compared to
previous year.

Other current assets

Decrease was mainly attributable to decrease in advances to suppliers and amortization of
prepaid expenses.
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Investments

Decrease was mainly due to the dividends received net of share from unrealized income from
HMDC group.

Property, Plant and Equipment - net

Increase was mainly from additional capital expenditures net of disposal of assets from ECLI
and HUBB.

Retirement benefit assets — net

Increase from gain / recognition of additional retirement fund assets this year net of present
value of defined benefit obligations.

Other Non-Current Assets

Increase was mainly due to additional deposit for future obligation, re-class from short to long-
term financial receivable from a related party, and higher guarantee deposits to suppliers.

Intangibles assets — net

Decrease was mainly due to amortization recognized for the year. No additional intangible
assets recorded within the year.

Loans Payable

Decrease was mainly due to additional loan from external and related parties net of
settlements / payments made within the year.

Trade and Other Payables

Increase in trade and other payables were mainly driven by higher trade payables and
advances from customers.

Income Tax Payable

Increase was due to higher taxable income by reason of increase in non-deductible expenses
for the year ended December 2018 as compared to year ended December 2017.
Provisions

Decrease in provisions was mainly due to settlement of tax provisions during the period

Deferred tax liabilities

Mainly attributable to recognized gain from additional retirement fund asset, collection of
foreign currency-denominated receivables resulting to unrealized foreign exchange gain, and
amortization of deferred tax on revalued property.

Reserves

Decrease is mainly due to accrual of share-based remuneration for the year.
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Re-measurement gain on retirement benefits — net

The increase was due to recognized gain from additional retirement fund asset, updated
actuarial assumptions and adjustments which were considered in the retirement liability calculation.

Retained Earnings

Decrease was due to lower net income realized for the year.

Non-controlling interests

Increase was mainly due to share from remeasurement gains on retirement benefits of
HPMC.
Material Changes in Income Statement Accounts
Revenues

Higher revenue mainly driven by higher sales volume and steady prices hinged on increasing
demand from public and private infrastructure projects amidst the tighter market competition.

Cost of Sales
Increase was mainly due to higher production volumes and input costs particularly usage of
imported coal, clinker and cement to support volume sold net of implemented operational efficiencies

and margin optimization initiatives.

General and administrative expenses

Decrease was mainly due to lower third party / outside services costs net of higher personnel
costs from restructuring and various cost savings initiatives across all functions.

Selling Expenses

The decrease was mainly due to lower third party costs net of higher personnel expenses
from Commercial transformation initiative.

Interest and Financing Charges

The increase was due to interest expense from short-term external and intercompany loans to
support capital expenditures spending.

Other income — net

Decrease was due to absence of one-time gain from the disposal of assets recognized last
year.

Foreign Exchange Gains (Losses) — net

Decrease was due to decrease in foreign currency denominated assets which were revalued
at year-end.

Provision for Income Tax

The decrease was mainly due to lower taxable income for the year.
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Review of CY 2017 Operations vs. CY 2016

In 2017, the Country’s Gross Domestic Product (GDP) grew by 6.7%*, lower than the 6.9% growth in
2016. Among the major economic sectors, Industry had the fastest growth followed by Services.
Agriculture sector also grew compared to prior year.

The Company’s revenue decreased to PhP34.7 bio, or 13.9% lower compared to 2016 arising from
the combined effect of lower sales volume and price amid the tighter market competition. Sales
performance was affected by soft market demand particularly the first three quarters of the year
although sales volume started to pick-up in the last quarter of the year. The Company achieved a
consolidated operating EBITDA of PhP5.4 bio, or 49.6% lower than 2016 mainly due to low topline
performance and higher cost of goods sold. Net income after tax stood at PhP2.7 bio compared with
PhP6.8 bio, or 60.7% lower than last year. Despite this, the Company continues to ramp up and
upgrade its facilities particularly its cement production capacities to sustain its investment and
expansion plans in the country coupled with various cost improvement initiatives to mitigate impact of
higher costs.

*Source: Philippine Statistics Authority

Key Performance Indicators (“KPI”)

The comparative financial KPI for the years ended December 31, 2017 and 2016 are as
follows:

For the Calendar Year

Financial KPI Definition ended December 31
2017 2016
Profitability
Return on Assets (ROA) Net Income 7.8% 20.2%
Ave. Total Assets
Return on Equity (ROE) Net Income 11.1% 26.7%

Ave. Total Equity

Operating EBITDA

Operating EBITDA Margin 15.7% 26.8%
Net Sales
Liguidity
Gearing Ratio Net Flnanmal_ Debt 12.2% -6.3%
Total Equity
Operating EBITDA

EBITDA Net Interest Cover (times) Net Interest 63.5 486.5

Profitability

While lower compared with last year, the profitability indicators remain to be at good levels
remaining positive.
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Liquidity

The Company’s liquidity position remained strong as evidenced by significant cash balance.

Significant Disclosures

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

1.

10.

11.

12.

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

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

Issuances and repurchase of equity securities.

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

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

Known trends, demands, commitments, events and uncertainties that will result in or likely
decrease its liquidity in a material way. The Company does not anticipate having within
the next 12 months any cash flow or liquidity problems nor does it anticipate any default
or breach of any of its existing notes, loans, leases, other indebtedness or financial
arrangements requiring it to make payments. With the improvement in the Company’s
operating performance, it expects to meet all financial loan covenants for the next interim
period.

Events that will trigger direct or contingent material financial obligations to the Company.
Material off-balance sheet transactions, arrangements, obligations (direct or contingent),
and other relationships of the Company with unconsolidated entities or other persons
created during the year.

Material commitments for capital expenditures.

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

operations.

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

Material events subsequent to end of the reporting period that have not been reflected in
the consolidated financial statements.

SEC Form 17-A CY 2018 27
February 2001



Notes to Financial Statements
Accounting Policies and Principles

The consolidated financial statements of the Company, which comprise the consolidated
balance sheets as of December 31, 2017 and 2016 and the consolidated statements of income,
statements of comprehensive income, statements of changes in equity and statements of cash flows
for each of the three years in the period ended December 31, 2017 have been prepared in
compliance with Philippine Financial Reporting Standards applied in a consistent basis. The detailed
accounting policies are disclosed in Note 5 — Summary of Significant Accounting Policies in the
Consolidated Financial Statements.

Seasonality Aspects of the Business

Like any other company in the construction industry, the operations of the Company is
affected by seasonality. Net sales are generally higher in dry months from February to May and lower
during the rainy months of June to November. Low sales are also experienced during December due
to holidays until early January. Unpredictable weather could also significantly affect sales and
profitability compared to previous periods coupled with any unforeseen circumstances like disruptions
in production.

Financial Risk Management Objectives and Policies

General Risk Management Approach

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

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

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

The main risks arising from the Company’s financial instruments are market risks (which
include foreign currency risk and interest rate risk), credit risk and liquidity risk. The Board of
Directors (BOD) reviews and approves the policies for managing each of these risks and they are
summarized below. The Company’s accounting policies in relation to financial instruments are set out
in Note 5 to the consolidated financial statements.

Market Risks

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

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

The Company has foreign exchange exposures, arising primarily from purchases of goods
and services and debt servicing requirements in currencies other than the Philippine Peso that leads
to currency translation effects. Of the Company’s revenues, approximately 0.03% and 0.09% were
denominated in currencies other than the Philippine Peso in 2017 and 2016, respectively.

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

As of December 31, 2017, the Company had minimal assets and liabilities exposed to foreign
currency risks.

Interest Rate Risk

Interest rate risk is the risk that future cash flows from a financial instrument (cash flow
interest rate risk) or its fair value (fair value interest rate risk) will fluctuate because of changes in
market interest rates.

The Company is exposed to fluctuations in financing costs and market value movements of its
debt portfolio related to changes in market interest rates. The Company’s interest rate exposure is
mainly addressed through the steering of the fixed/floating ratio of net debt. To manage this mix, the
Company may enter into derivative transactions, as appropriate. As at December 31, 2017 and 2016,
the Company had minimal exposure to interest rate risk.

Credit Risk

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

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

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

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

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

The Company’s exposure to credit risks arising from outstanding financial assets is disclosed
in Note 18 — Financial Risk Management Objectives and Policies in the Consolidated Financial
Statements.
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Liquidity Risk

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

The Company maintains sufficient reserves of cash and cash equivalents, which are short-
term in nature and unused credit lines to meet its liquidity requirements at all times. In addition, the
strong credit worthiness of the Company allows it to make efficient use of the financial markets for
financing purposes. As at December 31, 2017 and 2016, the Company has unutilized credit facilities
of PhP9.4 billion.

The Company’s financial assets and liabilities as of December 31, 2017 and 2016 are
disclosed in Note 18 — Financial Risk Management Objectives and Policies in the Consolidated
Financial Statements.

Capital Management Policy

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

The Company manages the capital structure and makes adjustments to it in light of the
changes in economic conditions, its business activities, investment and expansion program and the
risk characteristics of the underlying assets. To maintain or adjust the capital structure, the Company
may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debt.

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

2017 2016
Loans payable-Group R4,177,902 B -
Customers’ deposits 497,035 483,584
Financial debt 4,674,937 483,584
Less cash and cash equivalents 1,945,797 2,125,116
Net financial debt (asset) 2,729,140 (1,641,532)
Total equity 22,354,748 26,257,333
Gearing ratio 12.2% (6.3%)

The Company’s target is to maintain a gearing in the range of no more than 100 percent. The
increase in gearing ratio was due to the PhP4.2 billion short-term loans from associates availed by the
Company during the year.

Total equity decreased by 14.9% in 2017 as a result of lower operating results for the year.
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Material Changes in Balance Sheet Accounts

Cash and cash equivalents

Decrease in cash and cash equivalents were mainly due to higher dividend and loan
payments for the year.

Trade and other receivables - net

Increase mostly pertains to increase in receivables from related parties due to increase in
transfers of assets advances from the Company. This was mitigated by the decrease in trade
receivables primarily due to lower sales and improvement in DSO as a result of the resolute collection
activities this year.

Inventories - net
Increase is driven by high inventory levels of raw materials and fuels as of end of the year.

Other current assets

Increase was mainly attributable to increase in advances to suppliers and prepayment of
taxes.

Property, Plant and Equipment - net

Increase was mainly from additional capital expenditures, net of transfers of assets to HMDC
group and various disposals of property, plant and equipment under RMX segment.

Intangibles assets — net

Decrease was mainly due to sale/transfer of software and amortization recognized for the
year.

Deferred income tax assets - net

The increase was mostly attributable to pension contributions and settlement of prior years’
tax assessment.

Other non-current assets

The decrease was mainly due to the reclassification of the current portion of long-term
financial receivable from Holcim East Asia Business Service Centre B.V. (HEABS) relating to the
transfer of intellectual property rights and leasehold improvements, to other current assets.

Loans Payable

During the year, the Company availed various short term loans from related parties.

Trade and Other Payables

Increase in trade and other payables was an effect of the increased purchases of inventories
and accruals for rebates during the year.

Income Tax Payable

Decrease was mainly due to lower taxable income for the year ended December 2017 as
compared to year ended December 2016.
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Retirement Benefit Liabilities

Increase was mainly due to impact of benefits paid from organizational efficiency and from
updated actuarial assumptions.

Provisions

Decrease in provisions pertains to reversal of prior period’s provisions after settlement of tax
assessments.

Reserves

Increase was due to HPI's performance compensation scheme accrual for the share-based
remuneration for the year.

Re-measurement loss on retirement benefits — net

The decrease was due to the updated actuarial assumptions and employee adjustments
which were considered in the retirement liability calculation.
Retained Earnings

Decrease was due to lower net income realized for the year and higher dividend declaration.

Non-controlling interests

Decrease was due to the higher share in remeasurement loss on retirement benefits than the
share in realized net income during the year.
Material Changes in Income Statement Accounts
Revenues

Decrease was mainly driven by lower volume and price from strong competition and soft
market demand.

General and administrative expenses

Decrease was mostly due to lower expenditure on third-party services as a result of various
savings initiatives taken across support functions.

Selling Expenses

The increase was mostly attributable to higher expenditure for advertising and promotion,
third party services, transportation and communication and other expenses incurred for strategic
commercial initiatives.

Interest and Financing Charges

The increase was due to the short-term loans availed from third party in July and from related
parties by end of 2017.

Interest and Other Financial Income

Increase was mainly attributable to increased short-term deposits.
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Other income — net

Increase was mostly attributable to the gain as a result of HPMC'’s transfer of MPSA to HRDC
and higher undistributed earnings from HMDC group.

Provision for Income Tax

The decrease was mainly due to the decrease of net taxable income for the year.

Item 7. Financial Statements

The consolidated financial statements and supplementary schedules listed in the accompanying Index
to Financial Statements and Supplementary Schedules are filed as part of this annual report under
Item 14.1 and 14.2

Information on Independent Accountant

External Audit Fees

The aggregate fees billed for professional services rendered by Navarro Ampler & Co.
(Deloitte) in 2018 and 2017 were PhP8.0 million and PhP6.7 million. These fees, inclusive of out-of-
pocket expenses, cover services rendered by the external auditor for audit of the financial statements
of the Company and other services in connection with statutory and regulatory filings for years 2018
and 2017.

Tax Fees & All Other Fees

The Company did not engage Deloitte for tax and other services in 2018 and 2017

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

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

Item 8. Changes in and Disagreements with Accountants on Accounting and Financial
Disclosure

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

The audit findings are presented to the Company’s Audit Committee, which reviews and
makes recommendations to the Board on actions to be taken thereon. The Board passes upon and
approves the Audit Committee’s recommendations.
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PART lll - CONTROL AND COMPENSATION INFORMATION

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

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

As of December 31, 2018, the following are the members of the Board:

Table 9 - The Board of Directors

Office Name Nationality
Chairman Tomas |. Alcantara Filipino
Vice Chairman Martin Kriegner Austrian
Director John Stull American
Director Rajani Kesari Indian
Independent Director Simeon V. Marcelo Filipino
Independent Director Yasuo Kitamoto Japanese
Independent Director David Lucas B. Balangue Filipino

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

Tomas |. Alcantara, 72, holds a Bachelor of Science degree in Economics from Ateneo
de Manila University, a Master's in Business Administration degree from Columbia
University, USA and attended the Advance Management Program of the Harvard Business
School. He is presently the Chairman and President of Alsons Consolidated Resources, Inc.,
and of several power and property development companies in the Alcantara Group. He is
Chairman of the Eagle Ridge Golf & Country Club, Inc. and Philweb Corporation, Mr.
Alcantara was Undersecretary for the Industry & Investment Group of the Department of
Trade and Industry and the Vice Chairman and Managing Head of the Board of
Investments from July 1986 to March 1995. He was also Special Envoy of the Philippine
President to APEC in 1996. He was elected Director of the Company on July 4, 2003.

Martin Kriegner, 57, holds an MBA from the University of Economics in Vienna and
a Doctorate degree from Vienna University Law Centre. He joined the Lafarge Group in
1990. In 1995, Mr. Kriegner was appointed as Chief Financial Officer of Lafarge
Perlmooser AG, Austria. He served as Country CEO of Lafarge Austria from 1998 to 2001
and Lafarge India from 2002 to 2005 and 2012 to 2015. Mr. Kriegner was Lafarge Regional
President, Asia and South West Asia, and was a member of the Lafarge Executive
Committee from 2005 to 2012. Mr. Kriegner served as LafargeHolcim Area Manager for
Central Europe from 2015 to 2016. He is presently LafargeHolcim Group’s Head of India
and South East Asia and a member of the LafargeHolcim Group Executive Committee.
He was elected as director of the Company on August 18, 2016.

John William Stull 58, is an accomplished leader with deep knowledge of the building
materials industry. Prior to being assigned to Holcim Philippines, Inc. in April 2018, he was
the CEO for LafargeHolcim’s Cement Operations in the United States from 2015. Before that
he served in various positions across the Group including responsibility for the US as well as
markets in sub-Saharan Africa and Latin America. Mr. Stull received his Bachelor of Science
in chemical engineering from the University of Akron in Ohio and earned an Advance
Management Degree from Harvard University in Massachusetts.
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Rajani Kesari, 47, is a Certified Public Accountant licensed in the USA. She is a senior
management and finance professional with more than 30 years’ experience. Prior to joining
the LafargeHolcim Group, she worked for Schneider Electric for 9 years during which she led
the Finance teams of East Asia & Japan Zone and Greater India Zone. During her tenure she
has supported significant growth in India and strong profitability in East Asia & Japan. Ms.
Rajani was with Dr. Reddy’s for more than 10 years where she held roles of Strategic
Planning Head & CFO for European business, CFO of API business, Chief Internal Auditor of
the Group reporting to the Audit Committee Chairman and Head of Global tax. Ms. Kesari
also worked with KPMG in Dubai handling both manufacturing and banking clients.

Simeon V. Marcelo, 65, graduated among the top of his class at the University of
the Philippines - College of Law and placed 5th in the 1979 bar examination. He
served as Solicitor General from February 2001 to October 2003 and was Ombudsman
from October 2003 to November 2005. From 2007 to 2010, Mr. Marcelo served as
Executive Secretary of the Asian Development Bank Administrative Tribunal and from
2008 to June 2014, was a member of the World Bank’s Independent Advisory Board (on
good governance and anti- corruption matters). Mr. Marcelo was also elected as the
President of the Philippine Bar Association from 2009 to 2010. During its Centennial
Year 2013, the University of the Philippines Alumni Association conferred upon him the
Distinguished Alumni Award in Public Service. Mr. Marcelo was elected as independent
director of the Company in 2014.

Yasuo Kitamoto, 58, holds a Bachelor of Laws degree from the Doshisha University
in Kyoto, Japan. He is currently General Manager responsible for International
Business of Sumitomo Osaka Cement Co., Ltd. prior to his current position, he was
Deputy General Manager, General Affairs Department in 2005 and General Manager,
Corporate Planning Department in 2008 of Sumitomo Osaka Cement Co., Ltd.

David Lucas B. Balangue, 67, is a certified public accountant with a Bachelor's Degree
in Commerce in Commerce, major in Accounting, Magna Cum Laude, from Manuel L.
Quezon University and a Master of Management degree, with distinction, from the Kellogg
Graduate School of Management. He placed second highest in the 1972 Philippine CPA
Board Examinations. Mr. Balangue’s career in the accounting and auditing professions
spanned 38 years at SGV & Co., where he was Chairman from January 2004 to
January 2010 and Managing Partner from January 2004 to February 2009, after being
admitted to partnership in 1982. He is currently the Chairman of the Philippine Center for
Population and Development, the Philippine Financial Reporting Standards Council, the
National Citizens Movement for Free Elections (NAMFREL) and Coalition Against
Corruption and a non-executive independent director of the following listed companies:
Phinma Energy Corp., Roxas Holdings, Inc., Philippine Bank of Communications and
Manulife Financial Corp.
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The Executive Officers

The officers are likewise elected annually by the Board and serve for one (1) year and
until their respective successors have been elected. None of the officers of the
Company own more than 2% of the total outstanding shares of the Company.

The Company’s executive officers as of 31 December 2018 are set out below:

Table 10 — Executive Officers

Office Name Nationality
President/Chief Operating Officer John William Stull American
SVP - Chief Financial Officer/Treasurer Jesusa Natividad L. Rojas Filipino
SVP — Head of Sales William C. Sumalinog Filipino
SVP - Head of Marketing Ramakrishna Maganti Indian
S\/RF;;SJ’i?gSOf Organization and Human Bernadette L. Tansingco Fl“IOi
S\KAPAtSl‘?;(Sj of Aggregates & Construction Fredric Fabien French
VP, Head of Corporate Communications Anne Claire Ramirez Filipino
VP, Head of Health Safety & Security Richard C. Cruz Filipino
VP, Head of Strategy Zoe Verna M. Sibala Filipino
V%o(iqe;gr?(l:ggl#?sg/COrporate Secretary/ Belinda E. Dugan Fi"pi
VP, Head of Geocycle and Head of CAPEX | Frederic Vallat French
VP, Plant Manager - Lugait Bobby Garza Filipino
VP Plant Manager - Davao Xavier Arul Kennedy Indian
VP Plant Manager — La Union Erafio Santos Filipino
VP Plant Manager- Bulacan Geert Kuiper Australian
VP — Head of Sales (GMR) Edwin Villas Filipino
VP — Head of Sales (Mindanao) Allan Valencia Filipino
VP- Head of Sales (CPR) Ernesto Paulo Tan Filipino
VP — Head of Sales Albert Leoveras Filipino

The business experience of Mr. John William Stull during the last five years is provided
above. Set forth below are the business experience of the Company’s other executive officers
during the last five years:

Jesusa Natividad L. Rojas, 52, is the Company's Chief Financial Officer. She holds a
degree in Accounting from Xavier University and obtained her Master's degree in
Development Finance and Banking from American University in Washington, DC as a
Fullbright-Humphrey Fellow. Ms. Rojas is a Certified Public Accountant and a Certified
Management Accountant. She held various positions in Finance in Del Monte Pacific Ltd from
2003 to 2007. Ms. Rojas then served as Chief Financial Officer of S&W Fine Foods
International Ltd. from 2008 to 2010. Prior to joining the Company in September 2016, she
also served as Chief Financial Officer of Del Monte Philippines, Inc.

William C. Sumalinog, 49, is the Senior Vice President, Head of Sales. William holds a
Bachelor of Science degree in Computer Engineering from the University of Cebu where
he graduated with leadership honors in 1992. Prior to his current role, Mr. Sumalinog was
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the Company’s Regional Operating Head for various areas in Mindanao and Visayas. He
joined Alsons Cement Corporation in 1998 where he occupied various key positions in sales.

Ramakrishna Maganti, 49, is the Senior Vice President, Head for Marketing & Innovation.
He holds a degree in Mechanical Engineering, MBA in Marketing from the Indian Institute of
Management and a degree in Strategic Marketing Management from Harvard Business
School. Mr. Maganti brings more than 20 years of combined experience in global marketing,
brand development, digital transformation, and project management. Prior to joining Holcim
Philippines, Inc. he held various leadership and management positions in LafargeHolcim India,
Malaysia, France and the most recently in Singapore as Head of Sales and Marketing for Asia
Pacific Region. Mr. Maganti worked for Philips NV a global consumer lifestyle and healthcare
firm before joining the LafargeHolcim Group in 2006.

Bernadette L. Tansingco, 44, is the Senior Vice President, Head of Organization and Human
Resources. She has 25 years of experience in the Company’s human resources division with
key roles heading talent management and organization development. In 2014, she helped in
transforming Holcim Philippines’ business support functions into the Holcim East Asia
Business Service Centre, LafargeHolcim Asia Pacific's shared services where she was
appointed human resource head. Ms. Tansingco holds a Psychology degree from the De La
Salle University and has completed leadership and management programs from the IMD
Business School of Switzerland, Penn State University in the USA and the Asian Institute of
Management.

Frederic Fabien, 47, is the Senior Vice President, Head for Aggregates and Construction
Materials and Infrastructure. He holds a degree of MSc Engineering from Ecole Centrale Paris,
France. Before joining the Company, Mr. Fabien served as Head of Ready-Mix Concrete
Business Unit of Holcim Indonesia. Mr. Fabien also served as Sales Director, Building
Segment of LafargeHolcim Morocco from July 2011 to July 2015.

Ann Claire "Cara" M. Ramirez, 40, is the Vice President, Head of Corporate
Communications. She was the Head for Marketing when she joined Holcim Philippines, Inc. in
January 2015. She first joined a local food company, SAFI-UFC (now known as NutriAsia) in
1999, focusing on brand management of catsup brands. Prior to joining Holcim, she worked
for Energizer Philippines, Inc. where she managed the Company’s Marketing Department.
Ms. Ramirez has a degree of Bachelor of Science in Economics from the University of the
Philippines, Diliman.

Richard C. Cruz, 36, is the Vice President, Head of Health & Safety. Mr. Richard Cruz joined
Holcim Philippines, Inc. in May 2008 as Laboratory Engineer for AFR. In March 2010 he was
appointed as Safety Officer responsible for delivering and maintaining safety systems and
initiatives across all plants. From 2010 until his nomination for appointment as Head of
Corporate Occupational Health and Safety, he served as Safety Manager for HPI's
Commercial and Other Sites.

Zoe Verna M. Sibala, 44, is the Vice President, Head of Strategy. Ms. Sibala holds a
master's degree in Business Administration from the Graduate School of Business,
De la Salle University and a degree in Economics from the University of the Philippines.
In January 2010, she joined Lafarge as a Finance Manager of Batong Angono Aggregates
Corporation and later on became the commercial controller of the Lafarge’s cement product
line — Lafarge Cement Service Philippines, Inc. Prior to being appointed as Head of Strategy
of Holcim Philippines, Inc. she served Lafarge Republic Aggregates, Inc. as Project
Manager from July 2014 to December 2014 and as Strategy and Business Development
Manager from January to December 2015.

Belinda E. Dugan, 50, is the General Counsel, Corporate Secretary and Compliance Officer
of the Company. She obtained her Juris Doctor degree from Ateneo Law School and has
over 23 years of experience with various multinational firms and a consulting company. Prior
to joining Holcim Philippines, Inc. she was Vice President for Legal Management Services of
Aboitiz Equity Ventures, Inc. (AEV) from October 2015 to October 2017. She served as
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Assistant Vice-president for Legal and Compliance of SN Aboitiz Power from May 2009 to
October 2015.

Frederic Vallat, 59, has vast experience in business development and waste management.
He joined Lafarge Chongqging — People’s Republic of China in June 2006 and served as the
Chine-Japan-Korea Industrial Ecology Vice President until April 2011. From April 2011 to
December 2012, he served as Industry Ecology Technical Director of Lafarge Shui On,
People’s Republic of China and as West Asia and South East Asia Industrial Ecology
Technical Director of Lafarge Asia, Malaysia from January 2013 to October 2015 where he
supported the business development of seven countries. Prior to joining Holcim Philippines,
Inc., he served as Geocycle APAC Head of Investment and Operation of LafargeHolcim —
Singapore.

Bobby Garza, 61, is the Vice-President, Plant Manager of Lugait. Prior to being appointed
as Plant Manager in 2012, he previously served as production manager of the Holcim La
Union plant from 2010 and Area Coach for Manufacturing Excellence of the Bulacan plant.
He joined the Company in 1995 as Quarry Manager of La Union plant. Mr. Garza is a
registered Mining Engineer and a graduate of the Mapua Institute of Technology, Manila.

Xavier Arul Kennedy Savarimuthu, 55, is the Vice President, Plant Manager of Davao.
He holds a bachelor's degree from the Indian Institute of Ceramics and an MBA from
Alagappa University, Institute of Ceramic Technology. Prior to joining Holcim Philippines, Inc.
as Plant Manager of Bulacan Plant in 2017, he was the Asia Pacific Regional Head for
Production, Process and Automation of Holcim Technology based in Singapore. He also
served as team leader for Process, Operations and Automation of Lafarge Asia Sdn Bhd in
Kuala Lumpur, Malaysia and Beijing, China in 2015 after the merger of Lafarge and Holcim.

Erafio Santos, 55, is the Vice President, Plant Manager of La Union Plant. Mr. Santos
served in various leadership capacities across several Holcim Philippines facilities. He joined
the Company in November 1987 as Superintendent-Electrical. In September 2008, he was
promoted as a manager and served as such until his promotion as Plant Manager of the La
Union Plant.

Geert Kuiper, 54, is the Vice President, Plant Manager of Bulacan. Prior to his current role,
he was the Maintenance Expert for Asia Pacific Cement Industrial Performance of
LafargeHolcim Singapore. Mr. Kuiper was the Head of Maintenance, Regional Manufacturing
Services of Holcim Technology-Singapore from October 2014 to January 2016. Prior to
joining the Holcim Group in 2014, he held various leadership roles in Cement Australia. Mr.
Kuiper has over 20 years of experience in maintenance and production management and
project engineering in heavy industrial operation. He holds a Bachelors’ degree in
Engineering from the University of Praetoria in South Africa.

Edwin Villas, 45, is the Vice President, Head of Sales for Greater Manila Region. He joined
the Company in September 1997 as Strategic Sourcing Specialist. He served as the
Company’s Procurement Manager from October 2007 to August 2010 and was laterally
transferred as Area Sales Manager for South Luzon in August 2011. Prior to his appointment
as Head of Institutional Sales in May 2016, he served as the Head of Institutional Sales in
May 2016 and thereafter as Manager, National Sales, Bulk. Institutional Sales. He is a
certified Information Systems Auditor and a certified Professional for Supply Management. He
has a degree in Computer Science from the Philippine Christian University.

Allan Valencia, 54, is the Vice President, Head of Sales for Mindanao. He has more than
two decades of experience in cement sales, technical services and ready mix concrete
operations. His career highlights include the development and market launch of the Holcim
Philippines' blended and masonry cement lines and the establishment of its ready-mix
concrete business. Mr. Valencia is a licensed civil engineer and received his degree in this
field from the Mindanao State University. He joined the Company in October 1991 as Product
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Manager for Visayas and Mindanao regions. Prior to his appointment as Vice President, he
served as the Head of Regional Sales Channel (Vismin).

Ernesto Paulo Tan, 42, is the Vice President, Head of Sales (CPR). He joined the Company
in December 2015 as Head-Regional Commercial Sales of North Luzon. He served as the
Zone Manager of JT International Philippines, Inc. from February 2012 to November 2015
where he was responsible for overall Luzon general trade performance, and as Sales and
Marketing Head and Acting Market Manager from January 2011 to December 2011.
He holds a Bachelor of Science in Business Administration from the University of the
Philippines.

Albert Leoveras, 45, is the Vice President, Head of Sales. He has 15 years of experience in
managing Sales Team, Distributors and key accounts sales. Prior to joining the Company, he
was the Field Operations Manager and Regional Manager of Japan Tobacco International
from 2012 to August 2015 and Sales Division Head of the Non-food Division of Wills
International Sales Corporation.

2) Family Relationships

None of the members of the Board of Directors or any Executive Officer of the Company is
related by affinity or consanguinity.

3) Involvement in Certain Legal Proceedings

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

Iltem 10. Executive Compensation

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

The compensation received by the Executive Officers represents salaries, bonuses and
benefits.

* The Company’s Focus Group (FG) is composed of local and multi-national companies with annual gross revenues of PHP 5 -
50 billion and 500 to 5,000 employees.
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Table 11 — Executive Compensation (in PhP)

Name and Principal Position Year Salary Bonus Benefits
2019* 60,553,915 | 6,738,560 | 59,810,061
The CEO and five (5) most highly
compensated Executive Officers
1. John William Stull — President and Chief
Executive Officer
2. Frederick Fabien — SVP — Head, ACM & | 2018 60,553,915 | 6,738,560 | 59,810,061
Infrastructure
3. Ramakrishna Maganti — SVP — Head,
Marketing & Innovations
4. Jesusa Natividad L. Rojas — SVP —
Head, Chief Finance Officer
5. William C. Sumalinog — SVP — Head,
Sales
6. Bernadette L. Tansingco — SVP — 2017 60,068,285 | 12,871,846 | 34,004,724
Head, Organization & Human
Resources
2019** 97,152,715 | 14,794,950 | 112,184,355
All other Executive Officers and 2018 97,153,715 | 14,794,950 | 112,184,355
Directors as a group unnamed 5017
40,436,702 | 26,720,529 | 144,193,160

Benefits of the CEO and five (5) most highly compensated Executive Officers include retirement service cost
All other Executive Officers and Directors as a group unnamed in 2018 include all incumbents in the Leadership Team with the
rank of Vice President. This also includes the pro-rate salaries, bonuses and benefits of other repatriated expatriates.

*Estimated compensation of executive officers for the ensuing year is assumed to approximate the 2018 level. Bonuses given
are driven by actual performance of the company; hence, estimate may vary from actual.
** Benefits of All Other Executive Officers and Directors include retirement and separation benefits of Executives.

Other than directors’ per diem, the directors of the Company do not receive any other compensation
from the Company, including any of the following arrangements:

a. Standard arrangement and any other material arrangements;

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

d. Outstanding warrants or options; and

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

Warrants and Options Outstanding

There are no warrants or options granted by the Company to any of its Directors or Executive
Officers.
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Item 11. Security Ownership of Certain Beneficial Owners and Management

The table below shows persons or groups known to HPI as of December 31, 2018 to be
directly or indirectly the record or beneficial owner of more than 5% of the Company's voting

securities:
Table 12 — Beneficial Ownership of Voting Securities
Title of Name & Address of Record| Name of Beneficial Owner No of Shares % of
Class Owner & Relationship with And Relationship Held Ownership
Issuer with Record

Common | Union Cement Holdings Union Cement Holdings
Corporation Corp. 3,906,425,506 60.55%
7th Floor, Two World (same as record owner)
Square, McKinley Hill
Fort Bonifacio, Taguig City
(Filipino)
Stockholder

Common | Holderfin B.V. Holderfin B.V.
De Lairessestraat 129Hs (same as record owner) 1,168,450,996 18.11%
1075 HJ Amsterdam
the
Netherlands
(Dutch)

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

Common | Cemco Holdings, Inc. Cemco Holdings, Inc.
815/816 Tower (same as record owner) 456,689,560 7.08%
One & Exchange
Plaza
Ayala Avenue, Makati
City (Filipino)

The respective Board of Directors of each of UCHC, Holderfin, Sumitomo Osaka

Cement Co., Ltd. and Cemco has the power to decide how their shares in the Company
are to be voted.
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(1) Security Ownership of Management

The table below shows the securities beneficially owned by all directors, nominees
and executive officers of HPI as of December 31, 2018:

Table 13 — Security Ownership of Management

Registered
Title of Name and Address of Amount/Nature (R) or % of
Class Beneficial Owner of Ownership Beneficial | Ownership
(B)
Common Tomas |. Alcantara 1(D) R 0.00%
Common Martin Kriegner 1(D) R 0.00%
Common John William Stull 1(D) R 0.00%
Common Rajani Kesatri 1(D) R 0.00%
. 1(D) 0
Common Simeon V. Marcelo 54.262(1) R 0.00%
Common Yasuo Kitamoto 1(D) R 0.00%
1(D)
i 0
Common David Lucas B. Balangue 119,100 (1) R 0.00%
Total 173,362 0.00%

Directors and officers as a group hold a total of 173,362 common shares, equivalent to
approximately 0.00% of the Company’s issued and outstanding capital stock.

(2) Voting Trust Holders of 5% or more

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

(3) Changes in Control

There were no material changes in the control of the Company since the beginning of
the Company’s last calendar year. UCHC still holds the controlling interest in the Company.

Item 12. Certain Relationships and Related Transactions

For a detailed discussion of other material related party transactions, please see Note 29
— Related Party Transactions to the accompanying consolidated financial statements in ltem 14.1.

Except for the transactions discussed in Note 29 — Related Party Transactions to the
accompanying consolidated financial statements in Item 14.1, there were no other material
related party transactions during the last three financial years, nor are there any material
transactions currently proposed between the Company and any: (i) director, officer, direct or indirect
owner of 10% or more of the outstanding shares in the Company; (ii) close family member of such
director, officer or owner; (iii) associates of the Company; (iv) enterprises controlling, controlled
by or under common control with the Company; or (v) enterprises in which a substantial
interest in the voting power is owned, directly or indirectly, by any director, officer or owner of
10% or more of the outstanding shares in the Company or any close family member of such
director, key officer or owner, or collectively, the Related Parties.

There was no outstanding indebtedness at any time during the last three (3) financial
years that was owed to the Company and/or its subsidiaries by any Related Party.
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PART IV — CORPORATE GOVERNANCE
Item 13. Corporate Governance

The Company has in place a robust internal control system which is an overall process
effected by the Board, management and other personnel designed to provide reasonable assurance
concerning: (i) the reliability of the financial reporting and statements; (ii) compliance with laws and
regulations; (iii) protection of assets and fraud prevention; (iv) effectiveness and efficiency of
processes. Additionally, in accordance with the Company's Corporate Governance Manual, the
Board is assisted by a Compliance Officer who is in charge of evaluating and ensuring compliance by
the Company, the Board of Directors and officers with its Manual of Corporate Governance, Code of
Corporate Governance for Publicly-Listed Companies (the "CG Code") and all relevant laws, rules
and regulations. The Compliance Officer is currently in the process of developing and establishing,
subject to approval of the Board, a monitoring and evaluation system complete with procedure that
fulfills the requirements of due process, to determine and measure compliance with the CG Code.

The Board has established a Corporate Governance Committee which ensures that the Board
and the Company, as a whole, is sufficiently conversant and compliant with the adopted leading
practices in corporate governance. This committee is required to be composed of at least three (3)
independent directors and one (1) non-executive non-independent director.

There has been no known deviation from the Company's Manual of Corporate Governance.
The Board always seeks to improve corporate governance of the Company by improving

existing policies, developing and establishing new policies required by the Company's Corporate
Governance Manual and undertaking measures to implement such policies.
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PART V - EXHIBITS AND SCHEDULES
Item 14. Exhibits and Reports on SEC Form 17-C
141  Consolidated Financial Statements

The audited consolidated financial statements for the years ended December
31, 2018 and 2017 are attached as Exhibit 1:

¢ Statement of Management’s Responsibility to the Financial Statements

e Independent Auditors' Report

e Consolidated Statements of Financial Position as at December 31, 2018
and 2017

e Consolidated Statements of Profit or Loss and Other Comprehensive
Income for the years ended December 31, 2018, 2017 and 2016

e Consolidated Statements of Changes in Equity for the years ended
December 31, 2018, 2017 and 2016

e Consolidated Statements of Cash Flows for the years ended December
31, 2018, 2018 and 2017

¢ Notes to Consolidated Financial Statements

14.2  Supplementary Schedules

e Supplementary Schedule of Retained Earnings Available for Dividend
Declaration

o lllustration of relationships between the Company,
its Ultimate Parent Company, Middle Parent, and its Subsidiaries

e Philippine Financial Reporting Standards and Interpretations Effective as
of December 31, 2018

e Schedule of Financial Soundness Indicators

e The supplementary schedules of the Consolidated Financial Statements
for the year ended December 31, 2018 are attached as Exhibit 2.

143 SECForm17-Q

During the year 2018, the Company has filed the following SEC quarterly
reports pursuant to Section 17 of SRC Rule 17 (2) (b) hereto attached as

Exhibit 3.
Date of Filing Quarter Ending
May 4, 2018 March 31, 2018
July 25, 2018 June 30, 2018
October 25, 2018 September 30, 2018

14.4  Legal Proceedings and Pending Cases (See Exhibit 4)

SEC Form 17-A CY 2018 44
February 2001



14.5

Reports on SEC Form 17-C

Reports on SEC Form 17-C filed during the year ended December 31,

2018 are attached together with this report as Exhibit 5:

Date Filed

Description

March 1, 2018

An advisory on the following results of BOD Meeting held on
February 27, 2018:

postponement and setting of annual stockholders meeting date and
record date, nomination of external auditor, approval of audited
financial statements of external auditor, approval of audited financial
statements

April 6, 2018 An advisory on the notice,agenda, venue and time of the Annual
Stockholders Meeting

April 25, 2018 An advisory on the election of new directors and CEO following the
resignation of Ms. Sapna Sood and Mr. Daniel Bach.

May 18, 2018 An advisory on the results of HPI"s Regular Board Meeting, Annual
Stockholders Meeting and Organizational Board Meeting held on
May 18, 2018

June 7, 2018 An advisory on the attendance of directors and key officers of Holcim

Philippines, Inc. to corporate governance seminar in compliance with
SEC Memorandum Circular No. 20, Series of 2013.

June 25, 2018

An advisory on the results of BOD Meeting held on June 22, 2018
accepting the resignation of Mr. Roman Menz and Mary Grace
Sanchez and the appointment of new officers.

September 3, 2018

An advisory on the DTI’s forfeiture of the surety bond posted by the
Company and issuance of product recall in connection with the
Company’s application for issuance of Statements of Confirmation for
Type 1 cement.

October 18, 2018

An advisory on the SEC’s order to pay penalty in connection with the
Company’s non-compliance with the SEC- prescribed website
template.

October 19, 2018

An advisory on the Company’'s receipt of the Petition for Interim
Protection filed by Seasia Nectar Port Services, Inc. (SNPSI) and
court’s order granting SNPSI’s motion for the ex-parte issuance of a
temporary protection order in the form of preliminary attachment.

December 03, 2018

An advisory on the following results of the Regular Board Meeting
held on 29 November 2018:

Approval of investment to raise cement production by 30%
Acceptance of resignation of Mr. Gross as director of the
Company

Election of Ms. Rajani Kesari as director

Closure and dissolution of Excel Concrete Logistics, Inc.
Resignation of Ms. Dugan as Data Protection Officer
Appointment of Officers

Change in designation of officers from Assistant Vice President to
Vice President

oo

@~ pao
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HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES
INDEX TO THE CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTARY SCHEDULES

FORM 17-A

Consolidated Financial Statements Exhibit 1

Statement of Management's Responsibility for Consolidated Financial Statements
Independent Auditors' Report
Consolidated Balance Sheets as of December 31, 2018 and 2017

Consolidated Statements of Income
for each of the three years in the period ended December 31, 2018

Consolidated Statements of Comprehensive Income
for each of the three years in the period ended December 31, 2018

Consolidated Statements of Changes in Equity
for each of the three years in the period ended December 31, 2018

Consolidated Statements of Cash Flows
for each of the three years in the period ended December 31, 2018

Notes to Consolidated Financial Statements

Supplementary Schedules Exhibit 2

Independent Auditors' Report on Supplementary Schedules
Supplementary Schedule of Retained Earnings Available for Dividend Declaration
lllustration of relationships between the Company and its Ultimate Parent Company,
Middle Parent, and its Subsidiaries
Philippine Financial Reporting Standards and Interpretations Effective as of December 31, 2018
Schedule A. Financial Assets N/A
Schedule B. Amounts Receivable from Directors, Officers, Employees,
Schedule C. Amounts Receivable from Related Parties which are Eliminated
Schedule D. Intangible Assets - Other Assets

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

Schedule H. Capital Stock



Exhibit 1

Consolidated Financial Statements
For the years ended

December 31, 2018 and 2017
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Holcim Philippines, Inc.
o 7th Floor Two World Square
HOIC| m McKinley Hill, Fort Bonifacio

Taguig City 1634
Philippines

STATEMENT OF MANAGEMENT’'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The Management of Holcim Philippines, Inc. and Subsidiaries (the “Group”) is
responsible for the preparation and fair presentation of the consolidated
financial statement including the schedules attached therein, for the year
ended December 31, 2018 and 2017, in accordance with Philippine Financial
Reporting Standards, and for such internal control as Management determines
is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, Management is responsible for assessing
the Group's ability to continue as a going concern, disclosing, as applicable
matters related to going concern and using the going concern basis of
accounting unless Management either intends to liquidate the Group or to
cease operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Group’s financial
reporting process.

The Board of Directors reviews and approves the financial statements including
the schedules attached therein, and submits the same to the shareholders.

Navarro Amper & Co., the independent auditor appointed by the shareholders,
has audited the financial statements of the Group as at and for the years
ended December 31, 2018 and 2017 in accordance with Philippine Standards
on Auditing, and its reports to the shareholders, have expressed their opinion
on the fairness of presentation upon completion of such audit.

Tomas I. Alcantara
Chairman

Johi William Stull
Ppesident

Jes@sa Natividad L. Rojas
Chief Financial Officer

Signed this 22™ day of February, 2019

Phone +63 2 459 3333
Fax +63 2 459 4444
www.holcim.com
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Navarro Amoper & Co.

NavarroAmperé&:Co.

g 1634

Tel: +63 (2) 581 9000
Fax: +63 (2} 869 3676
www.deloitte com/ph

BOA/PRC Reg. No. 000"
SEC Accreditation No. I-FR-4

To the Board of Directors and Shareholders
HOLCIM PHILIPPINES, INC.

7th Floor, Two World Square

McKinley Hill, Fort Bonifacio, Taguig City

Opinion

We have audited the consolidated financial statements of Holcim Philippines, Inc. and
Subsidiaries (the “Group”), which comprise the consolidated statements of financial posit as
at December 31, 2018 and 2017, and the consolidated statements of comprehensive in  1e,
consolidated statements of changes in equity and consc lated statements of cash flows f  he
years then ended and notes to the consolidated financial statements, including a summ of
significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all m:  rial
respects, the financial position of the Group as at December 31, 2018 and 2017, and its fin  :ial
performance and its cash fiows for the years then ended in accordance with Philippine Fin  zial
Reporting Standards (PFRS).

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing 1 A},
Qur responsibilities under those standards are further described in the Auditors’ Responsii  ies
for the Audit of the Financial Statements section of our report. We are independent of the wup
in accordance with the Code of Ethics for Professional Accountants in the Philippines (the de
of Ethics) together with the ethical requirements that are relevant to our audit of the fir  :ial
statements in the Philippines, and we have fulfilled our other ethical responsibilit in
accordance with these requirements and the Code of Ethics. We believe that the audit evi 1ce
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other Matter

The financial statements of the Group as at and for the year ended December 31, 16,
was audited by another auditor who expressed an unmodified opinion on those stateme on
March 1, 2017.

Deloitte TR



Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of st
significance in our audit of the consolidated financial statements of the current p d.
These matters were addressed in the context of our audit of the consolidated fin lal
statements as a whole, and in forming our opinion thereon, and we do not provide a sef te

opinion on these matters.

We identified the following key audit matter:

Key Audit Matter

Goodwill

Goodwill is recognized in the consolidated
financial statements which is attributable to
the cement operations of one of the Group's
plants. Under PFRS, the Group is required to
annua  test the goodwill for impairment.
This annual impairment test is significant to
our audit because the aggregated balance of
goodwill amounting to P2.64 billion is
material to the consolidated financial
statements and represents 5.59% of the total
assets of the Group as at
December 31, 2018.

In ad :on, Management conducts annual
impairment tests to assess the recoverability
of the carrying values of goodwill. This annual
impairment test involves a number of key
sensitive judgments made in determining the
inputs used in the assessment process.

The Group’s disclosures about goodwill as at
December 31, 2018 are disclosed in Note 14
to the consclidated financial statements.

Our audit performed and responses thi 0

Our audit procedures focused on perforn 3 a
detailed understanding on the Manager t's
assessment process and challenging the key
sensitive judgments applied as follows:

We assessed and challenged the reasonabl  :ss
of the Group’s position on the pc e

impairment of goodwill including consideration

of various factors such as historical bu ess
performance, current year developr its,
current risk evaluations, business plans, oL ok,
revenue potential and other  market

considerations.

We also compared the projected revenues and

cash flows, margin growth rates and ea ings
before interest, taxes, depreciation and
amortization to the historical performance e
cash-generating unit {CGU), Management 5
and analysts’ reports on market outlook. W o
focused on the Company’s disclosures It
those assumptions to which the outcome e

impairment test is most sensitive; specifically,
those that have the most significant effect on the

determination of the recoverable amot t of
goodwill.

Information Other than the Consolidated Financial Statermnents and Auditors’ Report Thereon

Management is responsible for the other information. The other information comprises the SEC
Form 17-A for the year ended December 31, 2018, but does not include the consolidated fin.  ial
statements . d our auditors’ report, which we obtained prior to the date of this auditor's re  rt,
and the SEC Form 20-1S (Definitive Information Statement) and Annual Report for the year
ended December 31, 2018, which are expected to be made available to us after that date.

Our opinion on the consolidated financial statements does not cover this other infermation and
we do not express any form of assurance conclusion thereon,

In connection with our audit of tt  zonsolidated financial sta  nents, our responsibility is to read
the other information identified above when it becomes available and, in doing so, consider
whether the other information is materially inconsistent with the consolidated fini cial
statements or with our knowledge obtained in the audit, or otherwise appears to be materially
misstated.
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Responsibilities of Management and Those Charged with Governance for the Fino cial
Staterents

Management is responsible for the preparation and fair presentation of these consoli ted
financial statements in accordance with PFRS, and for such internal control as Manage =nt
determines is necessary to enabte the preparation of consolidated financial statements th  are
free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, Management is responsible for assessit he
Group's ability to continue as a going concern, disclosing, as applicable, matters related to  ng
concern and using the going concern basis of accounting unless Management either inter to
liguidate the Group or to cease operations, or has no realistic alterni ve but to do so.

Those Charged with Governance are responsible for overseeing Group’s financial repc ing
process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated fini  :ial
statements as a whole are free from material misstatement, whether due to fraud or + or,
and to issue an auditors’ report that includes our opinion. Reasonable assurance is a high  vel
of assurance, but is not a guarantee that an audit conducted in accordance with PSA will aiways
detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of consolidated fini zial
statements.

As part of an audit in accordance with PSA, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

- Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures respo ive
to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis
for cur opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

+ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Group’s internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by Management.

« Conclude on the appropriateness of Management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditors” report to the related disciosures in the
consolidated financial statement or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditors’ report. However, future events or conditions may cause the Group to cease to
continue as a going concern.

+ Evaluate the overall presentation, structure and content of the consc lated fin i
statements, including the disclosures, and whether the consolidated financial stater its
represent the underlying transactions and events in a manner that achieves ftair
presentation.

«  QObtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit apinion.

We communicate with Those Charged with Governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.
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HOLCIM PHILIPPINES, INC. AND SUBSIp

CONSOLIDATED STATEMENTS OF Finapy e IARIES pmpn C

rosron | LU FEB 7600 17

vﬂf,&luL ? .
DEC 6 E‘Vl'IQO o

Notes 2018 bbiz
(In Thousands)

ASSETS

Current Assets
Czsh and cash equivalents

P 5,399,853
Trade and other receivables - net Tt P 1,945,797
Inventories - net 9 4,005,445 3,439,043
S 10 5,127,343 3,800,792
Other current assets
11 830,300 835,558
Total Current Assets
15,362,941 10,021,196
Non-current Assets
Investments 12 4,249,699 4,468,357
ErOEnY: R DIERIARmIen. - ek 13 18,607,371 17,599,838
Goodwiill 14 2,635,738 2,635,738
Intzngible assets - net 14 27,542 28,714
Deferred income tax assets - net 10 = 455,242
Retirerment benefit asset 21 3,581,507 -
Other non-current assets 15 2,731,443 378,487
Total Non-current Assets 31,833,300 25,566,376
P47,196,241 P35,587,572
LIABILITIES AND EQUITY
Current Liabilities
Loans payable 16 P9,125,849 P4,177,902
Trade and other payables 17 11,574,971 7,862,742
Income tax payable 321,025 265,684
Total Current Liabilities 21,021,845 12,306,328
Non-current Liabilies
Retirement benefit liability 31 & 845,154
Provision 20 70,947 81,342
Deferred income tax liabilities - net 30 830,288 =
Total Non-current liabilites 901,235 926,496
P21,923,080 P13,232,824
Shareholders' Equity
Capital stock 21 6,452,099 6,452,099
Additional paid-in capital 8,476,002 8,476,002
Other reserves 21 2,344 (1,430)
Reserves for remeasurement gain(loss) on
retirerent benefits - net e 2,719,531 (350,967)
Retained earnings 21 7,607,112 7,773,468
—==2hec earnings
49,152
Equity attributable to equity holders of the 25,257,088 22,349,
Parents
Company 16,073 5,596
Non-controlling interest -
25,273,161 22,354,748
P it
TL—__TM P47,196,241 P35,587,572
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ILIPPINES, INC. AND SUBSIDIARIES

HoLcIM PH
STATEMENTS OF PROFIT OR LOSS AND oTrER —OMPREHENSIVE INCOME

SOLIDATED
;ﬁ: Comparative Audited Figures for 2016

For the Years Ended December 31

————-__——_'_——__ ————.________,..———'—'_'____
— w200 2017 2018
(in Thousands, Except Per Share Amounts)

Revenue p35,623,113 R34, 740,751 F40,335,408
Costofsales _— 5 29,850,205 28,494,422 28,504,537
Gross Profit 5,772,908 6,248,359 b
General and administrative expenses 23 (1,235,721) (1,260,864) (1,753,095)
Selling expznf? esndng charges 2 :::?:ﬁ:; gé’l!'ig:; o
Interest and fin3 g s ‘ s
Interest and other financial income 8,29 s 76,166 a0

Others-net 2 124,343 278,166 162,490

profit Before Income Tax 3,551,258 4,266,415 9,626,945
..——-—'_'_'_.__ ————
Income Tax Expense _ 30 1,005,865 1,576,617 2,779,832
Profit for the Year 2,545,393 2,689,798 6,847,113
Profit for the year attributable to:
Equity holders of the parent company 2,544,411 2,688,485 6,845,856
Non-controlling interest 982 1,313 1,257
P2,545,393 P 2,689,798 P 6,847,113
Other Comprehensive income not to be
reclassified to profit or loss in subsequent
period:
Remeasurement gain (loss) on retirement
benefits 31 4,401,952 (387,421) 79,852
Income tax effect (1,320,586) 116,226 (23,956)
3,081,366 (271,195) 55,896
Other reserves 21 3,774 4,402 3,774
Net other comprehensive income not to
be reclassified to profit or loss in subsequent
periods 3,085,140 (266,793) 59,670
Total Comgrehensive Income P 5,630,533 P 2,423,005 P 6,906,783

Total comprehensive income for the year attributable to:

Equity holders of the parent company 5,618,703 2,421,878 6,905,492

Non-controlling interest 11,830 1,127 1,291
Total Comprehensive Income P 5,630,533 p 2,423,005 P 6,906,783
Basic/ Diluted Earnings Per Common Share of

Net Income Attributed to Equity

Holders of the Parent Company 33 P 0.39 P 0.42 P 1.06
See Notes to Consolidated Financial Stat &
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HOLCIM PHILIPPINES, INC, AND SUDSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
With Comparative Audited Figures for 2016

Reosarves for

Additionnl Pald- ‘aain tLaneren
Cs':::l::l Ca::tnl " :.-'T;r uuetlremont Ratalned
(Note 21) (Note 2:; G? P?;II:E'E 1?“ :ﬁ_n;?q:r;!‘:..) Total Non;ﬁ:::ﬁ::llnu Total Equity
(In Thousands, Excopt Per Share Amounts)
Balance, January 1, 2016 P6,452,099 PB,476,002 (P 9,606) (P 135,840) P10,178,725 P24,961,380 P 0,086 P24.069.466
Income for the year - - . ”
&;r i . 3,774 iigagy R 138 emnay
Total comprehensive Income s x 3,774 55,0862 6,845,856 6,905,492 1,291 6,906:‘?83
Transactions with owners:
Cash dividends - P0.87 per share - - - " (5,615,538) (5,615,538) (3,378) (5,618,916)
Balance, December 31, 2016 6,452,099 0,476,002 (5,032) (79,978) 11,409,043 26,251,334 5,999 26,257,133
Net income for the year . - - . 2,688,405 2,688,485 1,313 2,689,708
Other comprehensive income (loss) L - 4,402 (271,009) - (266,607) (1A6) {266,793)
Total comgrchenilvg Income - - 4,102 (271,009) 2,668,405 2,421,078 1,127 2,423,005
Transactions with owners:

Cash dividends - P0.98 per share - L - . (6,324,060) (6,324,060) (1,520) (6,325,590}
Balance, December 31, 2017 6,452,099 0,476,002 (1,430) (350,907) 7,773,468 22,349,152 5,596 22,354,748
Net income for the year - . - - 2,544,411 2,544,411 982 2,545,393
Other comprehensive Income - - 3,774 3,070,518 - 3,074,292 10,848 3,005,140
Total comprehensive income - - 3,774 3,070,518 2,544,411 5,610,703 11,030 5,630,533
Transactions with owners:

Cash dividends - P0.42 per share . - . . (2,710,767) (2,710,767) (1,353)  (2,712,120)
Balance, December 31, 2018 PG,452,099 P8,476,002 P 2,344 p2,719,531 P 7,607,112 P25,257,088 P 16,073 P25,273,161
Bos Moies lo Hidated P in}
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HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES

CONSC IATED STAT ENTS OF CASH FLOWS
With Cc  arative Audited Figures for 2016

For the Years Ended December 31

Notes 2018 2017 2016
(In Thousands)
Cash Flows from Operating Activities
Income before income tax P 3,551,258 P4,266,415 P 9,626,945
Adjustments for:
Depreciation and amortization 13,14 1,173,199 1,373,405 1,326,175
Interest and financing charges 27 327,804 107,428 41,754
Retire  2nt benefit expense 31 106,105 76,634 8 07
Other sses - net 20,28 22,472 49,464 -
Allg :e (reversal) for inventory obsolescence 10 17,503 19,954 (13 33)
Pro 1 for doubtfuf accounts 9 9,260 17,579 -, 291
Unreanced foreign exchange (gains) losses - net 5,961 5,202 (8,104)
Loss (gain} on sale of property, plant and
ennipment 13 3,610 (115,760) 5,130
Prc on for fully mined-out assets 20 - 73,327 -
Interest and other financial income 8,29 (33,128) (21,707) {19,529)
Share in undistributed earnings of an associate 12 (122, 898) {143,615) {86,761}
Income before working capital changes 5,061,146 5,708,326 10,842,275
Decrease (Increase) in:
Trade and cther receivables (581,415} (117,041) 59,923
1 antories (1,354,447) (389,973) 638,128
{ ercurrent assets 48,834 (164,693} 45,681
Increase (Decrease) in trade and other payables 3,141,683 1,465,430 (17 99)
Cash generated from operations 6,215,801 6,502,049 11,408,308
Definec  nefit contributions 31 {70,059) (138,854} (80,201)
Settlen (s on defined benefit 3 (1,950) (4,083} -
Income  xes paid (1,088,495) (1,940,245} (3,095,540)
Net cac enerated from operating activities 5,155,297 4,418,867 8,232,567
Cash Flows from Investing Activities
Additions to property and equipment 13 {(1,926,729) (2,584,780) {1,979,751)
Increa: n other non-current assets 15 {(2,408,639) (18,469) (147,945)
Proceeas from sale of property, plant and
eq Tnent 28 61,259 180,841 101,606
Divider  received 29 341,556 24,705 -
Interest received 8 25,868 20,910 19,529
Net ca¢ 1sed in investing activities {3,906,685) (2,376,793) {2,006,561)
Cash F vs from Financing Activities
Payments of;
Cash dividends 21 (2,712,296) (6,315,149) (5,618,916}
Lo yable 16 (8,335,826) (2,322,000) {2,999,831)
In and financing charges 27 (27,495) (84,833) (17,447)
Procee m availment of lcans 156 13,283,676 6,500,000 2,000,000
Net ca serated from {used in) financing activities 2,208,059 (2,221,982) (6,636,194)
Effects of Exchange Rate Changes {2,615) 589 (4,894)
Net Ir :ase {Decrease) in Cash and Cash Eq 3,454,056 (179,319) (415,082)
Cash and Cash Equivalents, Beginning 1,945,797 2,125 116 2,540,198
Cash and Cash Equivalents, End P 5,399,853 P1,945 797 P 2,125,116

Sas Notes to C icxted Fi
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HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STA' MENTS
AS AT AND FOR THE YEARS EN :D DECEMBER 31, 2018 AND 2017

1. CORPORATE INFORMATION

Holcim Philippines, Inc. (HPI or the “Parent Company”) and all of its subsi ries
{collectively referred to as the “Group”), except Wellborne International Group L ited
{WEB), were incorporated in the Philippines and registered with the Phi Jine
Securities and Exchange Commission (SEC). The Parent Company is pri rily
engaged in the manufacture, sale and distribution of cement and cemen ous
products.

The plant sites of the Parent Company are in Davao City and in the provinces of
La Union and Bulacan while the plant sites of Mabini Grinding Mill Corporatio and
Holcim Philippines Manufacturing Corporation are in the provinces of Batangas and
Misamis Oriental, respectively. The registered office address and principal pl 2 of
business of the Parent Company is at 7th Floor, Two World Square McKinle Hill,
Fort Bonifacio, Taguig City.

The Parent Company is majority-owned by Union Cement Holdings Corpc ition
{UCHC), a company incorporated in the Philippines. The ultimate parent comp vy of
the Group is Lafarge Holcim Limited.

The Parent Company’s shares of stocks were listed in the Philippines Stocks Exchange
on June 17, 1996, Total shares registered and outstanding as at December 31, 2018
and 2017 is 6.5 billion.

Status of Operations

Excel Concrete Logistics, Inc. (ECLI) was incorporated and registered with the £ 2 on
August 9, 2012. On January 1, 2013, ECLI started its full operation servici the
distribution, transport and placing of concrete, as well as transport of ceme and
specialty products. On November 29, 2018, the Board of Directors (BOD} HPI
approved the closure and dissolution of ECLI. ECLI is in the process of com  ting
regulatory requirements for its eventual dissolution.

HUBB Stores and Services, Inc. (HSSI) incurred losses in 2018 and 2017 amoun g to
P71.7 million and P69.5 million, respectively, resulting to accumulated del t of
P156.6 million and P91.6 million as at December 31, 2018 and 2017, respectively.
However, Management has taken appropriate actions by implementing strategies rhat
will assist In improving the results of operations and maintaining financial sti Y.
Management is currently reviewing its current business model to improve ’s
results of operations going forward. Accordingly, the financial statements have been
prepared on a going concern basis.

2. FINANCIAL REPOF [NG FRAMEWORK AND ASIS OF PREPARATION AND
PRESENTATION

Statement of Compliance

The consolidated financial statements of the Group have been prepared in accordance
with Philippine Financial Reporting Standards (PFRS), which includes all app able
PFRS, Philippine Accounting Standards (PAS), and interpretations issued bv the
International Financial Reporting Interpretations Committee (IFRIC), Ph pine
Interpretations Committee (PIC} and Standing Interpretations Committee (S ) as
approved by the Financial Reporting Standards Council (FRSC} and Bo 1 of
Accountancy (BOA) and adopted by the SEC.



Basis of Preparation

The Group’s financial statements have been prepared on historical cost basis except
for:

« financial instruments measured at amortized cost;

« financial instruments which are valued at fair value;

« derivative liabilities measured at fair value;

. wventories at lower of cost and net realizable value (NRV); and

« defined benefit asset or cbligation recognized as the net total of the fair va e of
plan assets less the present value of the defined benefit obligation.

» provisions measured at its best estimate of the expenditure required to settle the
present obligation, with discounting if the effect of time value of money is
material.

Historical cost is generally based on the fair value of the consideration given in
exchange for goods and services.

Fair value is the price that would be receive to sell an asset or paid to transfer a
liat ty in an orderly transaction between market participants at the measurement
date, regardless of whether that price is ¢ ectly observable or estimated sing
another valuation technique. In estimating the fair value of an asset or a liability,
the Group takes into account the characteristics of the asset or liability if market
participants would take those characteristics inte account when pricing the asset or
liability at the measurement date. Fair value for measurement and/or disclosure
purposes in these financial statements is determined on such a basis, except for
share-based payment transactions that are within the scope of PFRS 2, leasing
transactions that are within the scope of PAS 17, and measurements that have some
similarities to fair value but are not fair value, such as net realizable value in PAS 2 or
value in use in PAS 36.

In addition, for financial reperting purposes, fair value measurements are categorized
into Level 1, 2 or 3 based on the degree to which the inputs to the falr value
measurements are observable and the significance of the inputs to the fair value
measurement in its entirety, which are described as follows:

+ Level 1 inputs are quoted prices (unadjusted) in active markets for identical sets
or liabilities that the entity can access at the measurement date;

+ Level 2 inputs are inputs, other than quoted prices included within Level 1,
that are observable for the asset or liability, either directly or indirectly; and

« Level 3 inputs are unobservable inputs for the asset or liability.

Functional and Presentation Currency

These consolidated financial statements are presented in Philippine Peso, the cu :ncy
of the primary economic environment in which the Group operates. All amounts are
rounded in the nearest thousand pesos, except when otherwise indicated.

AT .o S ORI T



COMPOSITION OF THE GROUP

Details of the Parent Company’s subsidiaries as at December 31, 2018 and 2017 are
as follows:

Ownership and Voi g

Interest
2018 20 T
Held by HPI
WEB (2 100.00% 100 2%
Excel Concrete Logistics, Inc. (ECLI) (9 100.00% 100 2%
Holcim Philippines Business Services Center, Inc.

(HPBSCI) 100.00% 100 2%
Hubb Stores and Services, Inc. (HSSI) 100.00% 100 3%
Holcim Philippines Manufacturing Corporation (HPMC) 99.62% 99.62%
Held by WEB
Mabini Grinding Mill Corporation (MGMC) 100.00% 100 2%
Hi 1 by HPMC
Alsons Construction Chemicals, Inc. (Alchem) () 99.62% 99.62%
Bulkcem Philippines, Inc. {Bulkcem) 99.62% 99.62%
Calamba Aggregates Co., Inc. {(CACI) 99.62% 99 2%
(a) A company incorporated in British Virgin Islands
(b) Ceased commercial operations effective Decermber 31, 2013
(c) Ceased commercial operations effective December 31, 2018

ADOPTION OF NEW AND REVISED ACCOUNTING STANDARDS

Adoption of New and Revised Accounting Standard Effective in 2018

The Group adopted all accounting standards and interpretations as at
December 31, 2018. The new and revised accounting standards and interpretations
that have been published by the ternational Accounting Standards Board (IASB) and
approved by the FRSC in the Philippines, were assessed to be applicable to the Group’s
consolidated financial statements, are as follows:

Amendments to PFRS 2, Classification and Measurement of Share-based Payment
Transactions

The amendments to PFRS 2 includes:

a. The amendment added guidance that introduces accounting requirements for
cash-settled share-based payments that follows the same approach as used for
equity-settled share-based payments.

b. The amendment has introduced an exception into PFRS 2 so that a share-based
payment where the entity settles e share-based payment arrangement net is
classified as equity-settled in its entirety provided the share-based payment would
have been classified as equity-settled had it not included the net settlement
feature.

c. The amendment has introduced the following clarifications:

»  On modifications, the original liability recognized in respect of the cash-settled
share-based payment is derecognized and the equity-settled share-based
payment is recognized at the modification date fair value to the extent
services have been rendered up to the modification date.

» Any difference between the carrying amount of the liability as at the
modification date and the amount recognized in equity at the same date would
be recognized in profit and loss imme  tely.

The management of the Group assessed that the application of the amendments did
not have significant impact on the Group’s consolidated financial statements as the
Company does not have any cash-settled share-based payment transactions that
contain a performance condition.



Amendments to PFRS 4, Applying PFRS 9, Financial Instruments with PF 1 4,
Insurance Contracts

The amendments provide two options for entities that issue insurance contracts  thin
the scope of PFRS 4:

e an option that permits entities to reclassify, from profit or loss to ier
comprehensive income (OCIl), some of the income or expenses arising m
designated financial assets; this is the so-called overlay approach; and

e an optional temporary exemption from applying PFRS 9 for entities se
predominant activity is issuing contracts within the scope of PFRS 4; this he
so-called deferral approach.

The application of both approaches is optional and an entity is permitted t stop
applying them before the new insurance contracts standard is applied.

The management of the Group assessed that the application of the amendmer i did
not have significant impact on the Group’s consolidated financial statements the
Group does not have any insurance contracts within the scope of PFRS 4.

PFRS 9, Financial Instruments (2014)

The Group has applied PFRS 9 Financial Instruments (2014) and the r ated
consequential amendments to other PFRS Standards.

The Group has elected to apply the modified retrospective restak nt.
Consequently, The Group did not restate comparatives in respect of the classif ion
and measurement of financial instruments, impairment of financial assets and general
hedge accounting.

PFRS 9 introduced new requirements for:
a) classification and measurement of financial assets and financial liabilities;
b) impairment of financial assets; and

c) general hedge accounting.

{a) Classification and measurement of financial assets and financial lfabilities

All recognized financial assets that are within the scope of PFRS 9 are required to be
measured subsequently at amortized cost or fair value on the basis of the tity's

usiness model for managing the financial assets and the contractual ca  flow
characteristics of the financial assets.

Specifically:

+« debt instruments that are held within a business mode! whose objective is to
collect the contractual cash flows and that have contractual cash flows th are
solely payments of principal and interest on the principal amount outsta ing,
are measured subsequently at amortized cost;

+ debt instruments that are held within a business model whose objective is both to
collect the contractual cash flows and to sell the debt instruments, and that have
contractual cash flows that are solely payments of principal and interest | e
principal amount ocutstanding, are measured subsequently at fair value through
other comprehensive income (FVTOCI);

+ all other debt investments and equity investments are measured subseque Iy at
fair value through profit or loss (FVTPL).
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Goodwill is measured as the excess of the sum of the consideration transf :d,

the amount of any non-contrelling interest in the acquiree, and the fair value he
acquirer's previously held equity interest in the acquiree (if any) over the net he
acquisition-date amounts of the identifiable assets acquired and the lial ies
assumed. If, after reassessment, the net of the acquisition-date amounts 1 he

identifiable assets acquired and liabilities assumed exceeds the sum of the
consideration transferred, the amount of any non-centrolling interests in the ac iiree
and the fair value of the acquirer’'s previously held interest in the acquiree (if any) is
recognized immediately in profit or loss as bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle their holders
to a propertionate share of the entity’s net assets in the event of liquidation may be
initially meas 2d either at fair value or at the non-controlling interests’ proportionate
share of the recognized amounts of the acquiree’s identifiable net assets. The cht e of
measurement basis is made on a transaction-by-transaction basis. Other types of
non-controlling interest are measured at fair value or, when applicable, on the sis
specified in another PFRS.

When the consideration transferred by the Group in a business combination includes
assets or liabilities resulting from a contingent consideration arrange nt,
the contingent consideration is measured at its acquisition-date fair value and in ed
as part of the consideration transferred in a business combination. Changes in the fair
value of the contingent consideration that qualify as measurement period adjust 2nts
are adjusted retrospectively, with correspondin adjustments against goodwill.
Measurement period adjustments are adjustments that arise from add onal
information obtained during the measurement period (which cannot exceed one year
from acqguisition date) about facts and circumstances that existed at the acquisition
date.

Goodwill

Goodwill acguired in a business combination is initially measured at cost being the
excess of the cost of business combination over the interest in the net fair value of the
acquirer’s identifiable assets, liabilities and contingent liabilities. Subsequently, goodwill
arising on an acquisition of a business is measured at cost less any accum ated
impairment losses.

For purposes of impairment testing, goodwill is allocated to each of the Group's
cash-generating units that are expected to benefit from the synergies ¢ the
combination.

A cash-generating unit to which goodwill has been allocated is tested for impairment
annually, or more frequently when there is indication that the unit may be impaired.
If the recoverable amount of the cash-generating unit is less than its carrying amount,
the impairment loss is allocated first to reduce the carrying amount of any goodwill
allocated to the unit and then to the other assets of the unit pro rata based on the
carrying amount of each asset in the unit. Any impairment loss for goodwill is
recognized directly in profit or loss in the consolidated statement of comprehensive
income. An impairment loss recognized for goodwill is not reversed in subseguent
periods.

On disposal of the relevant cash-generating unit, the amount attributable to goodwill is
included in the determination of the profit or loss on disposal.
Current Versus Noncurrent Classification

The Group pres ts assets and liabilities in the consolidated balance sheet based on
current or noncurrent classification. An asset is current if:

e FExpected to be realized or intended to be sold or consumed in the normal
operating cycle

e Held primarily for the purpose of trading
¢ Expected to be realized within twelve months after the reporting period, or

e (Cash or cash equivalent unless restricted from being exchanged or used to settle a
liability for at least twelve months after the reporting period

M. A ORATTARE NIV g




All other assets are classified as noncurrent.

A liability is current when:

s It is expected to be settled in the normal operating cycle

e It is held primarily for the purpose of trading

e It is due to be settled within twelve months after the reporting peried, or

¢ There is no unconditional right to defer the settlement of the liability for at least
twelve months after the reporting period

All other liabilities are classified as noncurrent,

Deferred tax assets and liabilities are classified as noncurrent assets and liabil es,
respectively.

Fair Value Measurement

1e Group measures financial instruments such as derivatives and financial assets at
fair value through Profit or Loss at each balance sheet date.

The principal or the most advantageous market must be accessible by the Group.

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

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

The Group uses valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximizing the use of
relevar c¢bservable inputs and minir .ing the use of unobservable inputs.

For assets and liabilities that are recognized in the consolidated financial statements on a
recurring basis, the Group determines whether transfers have occurred between levels in
the hierarchy by re-assessing categ zation (based on the lowest level input that is
significant to the fair value measurem : as a whole) at the end of each reporting pericd.

For the purpose of fair value disclosures, the Group has determined classes of assets and
liabilities on the basis of the nature, characteristics and risks of the assets or liability and
the level of the fair value | rarchy.

Fair-value related disclosures for financial instruments that are measured at fair value are
summarized in Notes 12 (Investments) and 17 (Trade and other payables).

Financial Assets
Accounting policies applied from January 1, 2018

Initial reougnition

Financial assets are recognized in the Group’s consoiidated financial statements when
e Group becomes a party te the contractual provisions of the instrument.
1 cial assets are recognized initially at fair value.

Transaction costs are included in the initial measurement of the Group's consoclidated
financial assets, except for investments classi d at FVTPL. Transaction costs directly
attributable to the acqui: ion of financial assets classified as at FVTPL are reco :ized
immediately in profit or loss.




Classification and Subsequent Measurement

All regular way purchases or sales of financial assets are recognized and derecognize
on a trade date basis. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the period established by
regulation or convention in the marketplace.

All recognized financial assets are subsequently measured in their entirety at either
amortized cost or fair value, depending on the classification of the financial assets.

Financial assets are subsequently measured at amortized cost or fair value on the
basis of the entity’s business model for m aging the financial assets and the
contractual cash flow characteristics of the financial assets, as follows:

» financial assets that are held within a business model whose objective is to collect
the contractual cash flows, and that have contractual cash flows that are solely
payments of principal and interest on the principal amount outstanding (SPFI),
are subsequently measured at amortized cost;

« financial assets that are held within a business model whese objective is both to
collect the contractual cash flows and to sell the debt instruments, and that have
contractual cash flows that are SPPI, are subsequently measured at fair value
through other comprehensive income (FVT I);

« all other financial assets managed on their fair value basis and equity instruments
are subsequently measured at FVTPL.

However, the Group may make the following irrevocable election/designation at initial
recognition of a financial asset on an asset-by-asset basis:

s the Group may irrevocably elect to present subsequent changes in fair value of an
equity investment that is neither held for trading nor contingent consideration
recognized by an acquirer in a business combination to which PFRS 3 applies, in
OCI; and

« financial assets that are held within a business model whose objective is both to
collect the contractual cash flows and to sell the debt instruments, and that have
contractual cash flows that are SPPI, are subsequently measured at fair value
through other comprehensive income (FVTOCI).

Amortized cost and effective interest method

The effective interest method is a method of calculating the amortized cost of a
financial asset and of allocating interest income over the relevant period.

The amortized cost of a financial asset is the amount at which the financial asset is
measured at initial recognition minus the pri ipal repayments, plus the cumulative
amortization using the effective interest method of any difference between that initial
amount and the maturity amount, adjusted for any loss allowance. On the other hand,
the gross carrying amount of a financial asset is the amortized cost of a financial asset
before adjusting for any loss allowance.

Interest income is recognized using the effective interest method for debt instruments
measured subsequently at amortized cost and at FVTOCI. For financial instruments
other than purchased or originated credit-impaired financial assets, interest income is
calculated by applying the effective interest rate to the gross carrying amount of a
financial asset, except for fini :zial assets that have subsequently become
credit-impaired. For financial assets that have subsequently become credit-impaired,
interest income is recognized by applying the effective interest rate to the amortized
cost of the financial asset. If, in subsequent reporting periods, the credit risk on the
credit-impaired financial instrument improves so that the financial asset is no lenger
credit-impaired, interest income is recognized by a| lying the effective interest rate to
the gross carrying amount of the financial asset.
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AFS financial assets

AFS financial assets are non-derivative financial assets that are designated as AFS or
are not classified as loans and receivables, HTM investments or financial assets at
FVTPL.

Listed redeemable notes held by the Group that are traded in an active market are
classified as AFS and are stated at fair value at the end of each reporting period.
The Group also has investments in unlisted shares that are not traded in an active
market but that are also classified as AFS financial assets and stated at fair value at
the end of each reporting period. Changes in the carrying amount of AFS monetary
financial assets relating to changes in foreign currency rates, interest income
calculated using the effective interest method ¢ 1 dividends on AFS equity
investments are recognized in profit or loss. Other changes in the carrying amount
AFS financial assets are recognized in other comprehensive income and accum ated
under the heading of investment revaluaticn reserve. When the investment is disposed
of or is determined to be impaired, the cumulative gain or loss previously accumulated
in the investment revaluation reserve is reclassified to profit or l0ss.

1e fair value of AFS monetary financial assets denominated in a foreign currency is
determined in that foreign currency and translated at the spot rate prevailing at the
end of the reporting period. The foreign exchange gains and losses that are recognized
in profit or loss are determined based on the amortized cost of the monetary asset.
Other foreign exchange gains and losses are recognized in other comprehe ive
income,

AFS equity investments that do not have a quoted market price in an active market
and whose fair value cannot be reliably measured and derivatives that are linked to
and must be settled by delivery of such unquoted equity investments are measured at
cost less any identified impairment losses at the end of each reporting period.

Dividends on AFS equity instruments are recognized in profit or loss when the Group’s
right to receive the dividends is established.

AFS assets are included in non-current assets unless the investment matures or
management intends to dispose it within 12 months after the end of the reporting
pericd.

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of impalrment
at the end of each reporting period. Financial assets are considered to be impaired
when there is objective evidence that, as a result of one or more events that occurred
after the initial recognition of the financial asset, the estimated future cash flows of
the investment have been affected.

Objective evidence of impairment

For equity investments classified as AFS, a significant or prolonged decline in the fair
value of the security below its cost is considered to be objective evidence «
impairment.

For all financial assets carried at amortized cost, objective evidence of impairment
could include:

« significant financial difficulty of the issuer or counter party; or

e breach of contract, such as default or delinquency in interest or pr cipal
payments; or

» It becoming probable that the borrower will enter bankruptcy or financial
re-crganization; or

» the disappearance of an active market for that financia! asset because of financial
difficulties; or

s the lender, for economic or legal reasons relating to the borrower’s financial
difficulty, granting to the borrower a concession that the lender would not
otherwise consider; or
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« observable data indicating that there is a measurable decrease in the estimated
future cash flows from a group of financial assets since the initial recognition of
those assets, although the decrease cannot yet be identified with the individual
financial assets in the group.

For certain categories of financial asset, such as trade receivables, assets that are
assessed not to be impaired individually are, in addition, assessed for impairment on a
collective basis. Objective evidence of impairment for a portfolio of receivables could
include the Group‘s past experience of collecting payments, an increase in the number
of delayed payments in the portfolic past the average credit period as we as
observable changes in national or local econon  conditions that correlate with d ult
on receivables,

Financial assets carried at amortized cost

For financial assets carried at amortized cost, the amount of the impairment loss is
measured as the difference between the asset's carrying amount and the present
value of estimated future cash flows, discounted the financial asset’s original
effective interest rate, i.e., the effective interest rate computed at initial recognition.

For financial assets that are carried at cost, the amount of the impairment loss is
measured as the difference between the asset’s carrying amount and the present
value of the estimated future cash flows discounted at the current market of return for
a similar financial asset. Such impairment loss will not be reversed in subsequent
periods.

The carrying amount of financial assets carried at amortized cost is reduced directly by
the impairment loss, with the exception of trade receivables wherein the carrying
amount is reduced through the use of an allowance account. When trade receivables
are considered uncollectible, these are written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited against the
allowance account. Changes in the carrying amount of the allowance account are
recognized in profit or loss.

If, in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment was
recognized, the previously recognized impairment loss shall be reversed either directly
« by adjusting an allowance account. The reversal shall not result in a carrying
amount of the financial asset that exceeds what the amortized cost would have been
had the impairment not been recognized at the date the impairment is reversed.
The amount of the reversal shall be recognized in the profit or loss.

AFS financial assets

When an available-for-sale financial asset is considered to be impaired,
cumuiative gains or losses previously recognized in other comprehensive income are
reclassified to profit or loss.

If there is an objective evidence that an impairment loss has been incurred on an
unquoted equity instrument that is not carried at fair value, or on a derivative asset
that is linked to and must be settled by delivery of such an unguoted equity
instrument, the amount of the impairment loss is measured as the difference betwee
the carrying amount of the financial asset and the present value of estimated future
cash flows discounted at the current market rate of return for a similar financial asset.
Impairment losses recognized on an investment in unlisted equity instrument classified
as AFS are recognized in profit or loss. Impairment losses recognized on an
investment in unquoted equity instrument classified as AFS are recognized in profit or
loss.

In a subsequent period, if the fair value of a debt instrument classified as AFS
increases and the increase can be objectively related to an event occurring after the
impairment loss was recognized in profit or loss, the impairment loss shall be
reversed, with the amount of the reversal recognized in profit or less.

In respect of AFS equity securities, impairment losses previously recognized in profit
or loss are not reversed through profit or loss, Any increase in fair value subsequent to
an impairment loss is recognized in other comprehensive income.
20
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Derecognition of financial assets

The Group derecognizes financial assets when  : contractual rights to the cash flows
from the asset expire, or when it transfers the  iancial asset and substantially all the
risk and rewards of ownership of the asset to another party. If the Group neither
transfers nor retains substantially all the risks d rewards of ownership and continues
to control the transferred asset, the Group recognizes its retained interest in the asset
and an associated liability for amounts it may have to pay. If the Group retains
substantially all the risk and rewards of ownership of a transferred financial asset,
the Group continues to recognize the financial asset and also recognizes a
collateralized barrowing for the proceeds received.

On dereccgnition of financial asset in its entirety, the difference between the asset's
carrying amount and the sum of the consideration received and receivable and the
cumulative gain or loss that had been recognized in OCI and accumulated in equity is
recognized in profit or loss.

On derecognition of a financial asset other than in its entirety (e.g., when the Group
retains an option to repurchase part of a transferred asset), the Group allocates the
previous carrying amount of the financial asset between the part it continues to
recognize under continuing invelvement, and e part it no longer recognizes on the
basis of the relative fair values of those parts on the date of the transfer.
The difference between the carrying amount allocated to the part that is no longer
recognized and the sum of the consideration received for the part no longer recognized
and any cumulative gain or loss allocated to it that had been reccgnized in OCI is
recognized in profit or loss. A cumulative gain or loss that had been recognized in OCI
is allocated between the part that continues to be recognized and the part that is no
longer recognized on the basis of the relative fair values of those parts.

Cash and Cash Equivalents

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

Inventories

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

Finished goods and goods in - determined using the moving average

process method; cost includes direct materials,
direct labor and a proportion of
manufacturing overhead costs.

Raw materials, fuel, spare parts

and others determined usina the moving average

method; cost in 1des purchase price and
o =2r costs incurred in bringing these
inventories to their present location or
condition.

The NRV of finished goods and goods in process inventories is the selling rice in the
ordinary course of business, less estimated costs to complete the product and make
the sale. The NRV of raw materials, fuel and spare parts and other inventories is the
current replacement cost.
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Property, Plant and Equipment

Property, plant and ec ipment are initially recognized at cost. The cost of an it 1 of
property, plant and equipment comprises:

= jts purchase price, including import duties and non-refundable purchase taxes,
after deducting trade discounts and rebates;

e« any costs directly attributable to bringing the asset to the location and col  ion
necessary for it to be capable of operating in the manner intend by
Management; and

e the initial estimate of the future costs of dismantling and removing the ite and
restoring the site on which it is located, the obligation for which an entity urs
either when the item is acquired or as a consequence of having used th tem
during a particular period for purposes other than to produce inventories ring
that period.

Property, plant and equipment are subsequently measured at cost les ny
subsequent accumulated depreciaticn, and impairment losses. Subs ant
expenditures relating to an item of property, plant and equipment that have : 1dy
been recognized are added to the carrying amount of the asset when it is probable
that future economic benefits, in excess of the originally assessed stand d of
performance of the existing asset, will flow to the Group. All other subseauent
expenditures are recognized as expenses in the period in which those are incurre

Major spare parts and stand-by equipment qualify as property, plant and equ ent
when the Group expects to use them during mere than one period. Simifarly, the
spare parts and servicing equipment can be used only in connection with ani 1 of
property, plant and equipment, these are accounted for as property, plant and
equipment.

Depreciation is computed on the straight-line method based on the estimated  eful
lives of the assets as follows:

Building and installations 20 to 40 years
Machinery and equipment 10 to 30 years
Furniture, vehicles and tools 3 to 10 years

Properties in the course of censtruction for production, rental or administrative
purposes, or for purposes not yet determined, are carried at cost, less any recognized
impairment loss. Cost includes professional fees and for qualifying assets, borrov g
costs capitalized in accordance with the Group’s accounting pelicy.

Depreciation of these assets, on the same basis as other property assets, commences
at the time the assets are ready for their intended use.

An item of property, plant and equipment is derecognized upen disposal or when no
future economic benefits are expected to arise from the continued use of the
asset. Gain or loss arising on the disposal or retirement of an asset is determined as
the difference betwet the sales proceeds and the carrying amount of the asset and is
recognized in profit or loss.

Construction in progress represents plant and properties under construction or
development and is stated at cost. .is includes costs of construction, pl: and
equipment, borrowing costs directly attributable to such assets during the cons  :tion
period and other direct costs. Construction in-progress is not depreciated un  such
time when the relevant assets are substantially completed and available - its
intended use.
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Intangible Assets — Software

Intangible assets are initi y measured at cost. Subsequent to in al recog ion,
intangible assets with finite useful lives that are acquired separately are carried at cost
less accumulated amortization and accumulated impairment losses. Amorti n is
recognized on a straight 1e basis over the estimated useful lives. The estumated
useful life and the amortization method are reviewed at the end of each reporting
pericd, with the effect of any changes in estimate being accounted for on a
prospective basis.

An intangible asset is derecognized on disposal, or when no future economic benefits
are expected from use or disposal. Gains or losses arising from derecognition of an
intangible asset, measured as the difference between the net disposal proceeds and
the carrying amount of the asset, are recognized in profit or loss when the asset is
derecognized.

Impairment of Tangible and Intangible Assets

At the end of each reporting period, the Group assesses whether there is any
indication that any of its tangible and intangible assets may have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss, if any. When it is
not possible to estimate the recoverable amount of an individual asset, the Group
estimates the recoverable amount of the cash-generating unit to which the asset
belongs. When a reasonable and consistent basis of allocation can be identified,
assets are also allocated to individual cash-generati  units, or otherwise they are
allocated to the smallest group of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for
use . 2 tested for impairment annually and whenever there is an indication that the
asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use.
In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset for which the estimates
of future cash flows have not been adjusted.

If the recover. le amount of an asset or cash-generating unit is estimated to be less
than its carrying amount, the carrying amount of the asset (or cash-generating ur ) is
reduced to its recoverable amount. An impairment loss is recognized as an expense,
unless the relevant asset is carried at a revalued amount, in which case the
impairment loss is treated as a revaluation decrease. Impairment losses recognized in
respect of CGUs are allocated first to reduce the carrying amount of any goodwill
allocated to the units, and then to reduce the carrying amounts of the other assets in
the unit (group of units} on a pro rata basis.

Impairment losses recognized in prior perinds are assessed at the end of each
reporting period for any indications that the 'ss has decreased or no longer exists.
An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. An impairment loss is reversed only to the extent
that the asset's carrying 2 ount does not exceed the carrying amount that woul
have been determined, net of depreciation or amortization, if no impairment [oss ha
been recognized. A reversal of an impairment loss is recognized as income, unless the
relevant asset is carried at a revalued amount, in which case the reversal of the
impairment loss is treated as a revaluation increase.
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Financial Liabilities and quity Instruments
Accounting policies applied from January 1, 2018

Financial liabilities

A financial liability is a contractu obligation to deliver cash or another financial asset
or to exchange financial assets or financial liabilities with another entity under
conditions that are potentially unfavorable to the Group or a contract that will or may
be settled in the Group’s own equity instruments and is a non-derivative cc :ract for
which the Group is or may be obliged to deliver a variable number of its own equity
instruments, or a derivative contract over own equity that will or may be settled other
than by the exc nge of a fixed amount of cash or another financial asset for a fixed
number of the Group’s own equity instruments.

Financial liabilities are classified as either financial liabilities : FVTPL or other financial
liabilities.

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the financial liability is (i) =Id for
tradin or (ii) it is designated as at FVTPL.

A financial liability is classified as held for trading if:

s it has been Incurred principa  for the purpose of repurchasing it in the near term;
or

s on initial recognition it is part of a portfolio of identified 1 ancial instruments that
the Group manages together and has a recent actual pattern of short-term
profit-taking; or

e it is a derivative that is not designated and effective as a hedqging instrument.

A financial liability other than a financial liability held for trading or contingent
consideration that may be paid by an acquirer as part of a business combination may
be designated as at FVTPL upon initial recognition if:

« such designation elin 1ates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise; or

« the financial liability forms part of a group of financial assets or financial liabilities
or both, which is managed and its performance is evaluated on a fair value basis,
in accordance with the Group’s documented risk management or investment
strategy, and information about the grouping is provided internally on that basis;
or

s it forms part of a contra containing one or more embedded derivatives,
and PFRS 9 permits the entire hybrid contract to be designated as at FVTPL.

Financial liabilities at FVTPL are stated at fair value, with any gains/losses arising on
remeasurement rece ized in profit or loss to the extent that they are not part of a
designated hec ng relationship. The net gain/loss reccgnized in profit or loss
incorporates any interest paid on the financial liability and is included in profit or loss.

However, for non-derivative financial liabilities that are designated as at FVTPL,
the amount of change in the fair value of the financial liability that is attributable to
changes in the credit risk of that liability is recognized in OCI, unless the recognition of
the effects of changes in the liability’s credit risk in OCI weuld create or enlarge an
accounting mismatch in profit or loss. The remaining amount of change in the fair
value of liability is recognized in profit or loss. Changes in fair value attributable to a
financial liability's credit risk at are recognized in OCI are not subseguently
reclassified to profit or loss; instead, they are transferred to retained earnings upon
derecognition of the financial liability.

For financial liabilities that are designated as at FVTPL all gains and losses are
recognized in profit or loss.
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In making the determination of whether recognizing changes in the liability’s credit
risk in OCI will create or enlarge an accounting mismatch in profit or loss, the Group
assesses whether it expects that the effects of changes in the liability’s credit risk will
be offset in profit or loss by a change in the fair value of another financial instrument
measured at FVTPL. This determination is made at initial recognition.

Other financial liabilities

Other financial liabilities are initially measured at fair value, net of transaction costs.
QOther financial liabilities are subsequently measured at amortized cost using the
effective interest method.

The effective interest method is a method of calcuiating the amortized cost of a
financial liability and of allocating interest expense over the relevant period. TheE lis
the rate that exactly discounts estimated future cash payments through the expected
life of the financial liability, or, where appropriate, a shorter period, to the net carrying
amount on initial recognition.

Offsetting of financial instruments

Financial assets and liabilities are offset and the net amount reported in the
statements of financial position when there is a legally enforceable right to offset the
recognized amounts and there is an intention to settle on a net basis or realize the
asset and settle the liability simultaneously.

A right to offset must be available today rather being contingent on a future eve and
must be exercisable by any of the counterparties. both in the normal course of
business and in the event of default, insolvency or bai ruptcy.

Derecognition of financial liabilities

Financial liabilities are derecognized by the Group when the obligaticn under the
liability is discharged, cancelled or expired. The difference between the carrying
amount of the financial liability derecognized and the consideration paid and payable is
recognized in profit or loss.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of
the Group after deducting all of its liabilities. Equity instruments issued by the Group
are recognized at the proceeds received, net of direct issue costs.

Capital stock

Ordinary shares are classified as equity. Incremental costs directly attributable to the
issue of new shares or options are shown in equity as a deducticn from the proceeds,
net of tax.

Dividends

Dividend distribution to the Group’s shareheclders is recognized as liability in the
iroup’s consolidated financial statements in the period in which the dividends are
declared by the Group’s Board of Directors (BOD).

Retained earnings

Retained earnings represent accumulated profit earned by the Group after deducting
dividends declared. Retained earnings may also include effect of changes in accounting
olicy as may be required by the standard’s transitional provisions.

Additional Paid-inn Capital

When the shares are sold at nremium, the difference between the proceeds and the
par value is credited to “A litional paid-in capital” account. Direct costs incurred
slated to equity issuance are chargeable to “Additional paid-in capital” account.
If additional paid-in capital is not sufficient, the excess is charged against retained
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Accounting policies applied prior to January 1, 2018

Classification as debt or equity

Debt and equity instruments are classified as either financial liabilities or as equity
accordance with the substance of the contractual arrangements and definitions of a
financial liability and equity in rument.

Financiai liabilities

Initial recognition

Financial liabilities are recognized in the Group’s consolidated financial statements
when the Group becomes a party to the contractual provisions of the instrument.
Financial liabilities are initially recognized at fair value. Transaction costs are included

the initial measurement of the Group’s financial liabilities, except for debt
instruments classified at FVTPL.

Finan I liabilities are classified as either financial liabilities at FVTPL or other financial
liabilities.

Subsequent measurement

Since the Group does not have financial liabilities classified at VTPL, all financial
liabilities are subse ently measured at amortize cost using the effective interest
method, with interest expense r« gnized on an effective yield basis.

The effective interest method is a method of calculating the amortized cost of a
financial liability and of allocating interest expense over the relevant period.
The effective interest rate is the rate that exactly discounts estimated future cash
payments including all fees and peints paid or received that form an integral part of
the effective interest rate, transaction costs and other premiums or discounts through
the expected life of the financia! liability, or a shorter period, to the net carrying
amount : initial recognition.

Offsetting of financial instruments

Financial assets and liabilities are offset and the net amount reported in the
statements of financial position when there is a legally enforceable right to offset the
recognized amounts and there is an intention to settle on a net basis or realize the
asset and settle the liability simultaneously.

A right to offset must be available today rather being contingent on a future event and
must be exercisable by any of the counterparties, both in the normal course of
business and in the event of default, insolvency or bankruptcy.

Derecognition

Financial liabilities are dereccgnized by the Group when the obligation under the
liability is discharged, cancelled or expired. The difference between the carrying
amount of the financial liability derecognized and the consideration paid and payable is
recognized in profit or loss.
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Exhibit 2

Supplementary Schedules to the
Consolidated Financial Statements
For the year ended
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HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES
INDEX TO SUPPLEMENTARY SCHEDULES

FORM 17-A

Supplementary Schedules

Independent Auditors' Report on Supplementary Schedules
Supplementary Schedule of Retained Earnings Available for Dividend Declaration

lllustration of relationships between the Company and its Ultimate Parent Company,
Middle Parent, and its Subsidiaries

Schedule A. Financial Assets

Schedule B. Amounts Receivable from Directors, Officers, Employees,
Related Parties, and Principal Stockholders (Other than Related parties).

Schedule C. Amounts Receivable from Related Parties which are Eliminated
during the Consolidation of Financial Statements

Schedule D. Intangible Assets - Other Assets
Schedule E. Long-Term Debt

Schedule F. Indebtedness to Related Parties
Schedule G. Guarantees of Securities of Other Issuers
Schedule H. Capital Stock

N/A

N/A
N/A
N/A
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INDEPENDENT AUDITORS" REPORT ON SUPPLEMENTARY SCHEDULES

To The Board of pj
Directors and
HOLCIM PHILIPPINES, NG, oo 0
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We L\ave audited the financial statements of Holcim Philippines, Inc. a"d_iugaliﬁ'apr;gz
{the "Group”) as at and for the year ended December 31, 2018, in accordance with PRIIEFITS
Standards on Auditing on which we have rendered an unmodified opinion da

February 22, 2019.

Our audit was conducted for the purpose of forming an opinion on the basic financrgl statements
taken as a whole. The supplementary information on the attached schedule showing the list of
all effective accounting standards and interpretations, reconciliation of the retained earnings
available for dividend declaration, the map showing the relationships between and among the
Group and its related parties, the financial sound indicators, and other supplementary
information shown in Schedules A to H as at December 31, 2018, as required by the Securities
and Exchange Commission under the SRC Rule 68, as Amended, are presented for purposes of
additional analysis and are not a required part of the basic financial statements. Such information
are the responsibility of Management and have been subjected to the auditing procedures
applied in our audit of the basic financial statements and, in our opinion, are fairly stated in all
material respects in relation to the basic financial statements taken as a whole.
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RECONCILIATION OF RETAINED EARNINGS

AVAILABLE FOR DECLARATION
December 31, 2018

Holcim Philippines, Inc.

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

Items Amount
(In Thousands)
Unappropriated Retained Earnings, Beginning 4,059,321
Adjustments:

Deferred tax asset (384,383)
Unappropriated Retained Earnings, as Adjusted, Beginning 3,674,938
Net Income based on the face of AFS 2,871,928
Less: Non-actual/Unrealized Income Net of Tax**

Unrealized foreign exchange gain net (except those attributable
to Cash and Cash equivalent) (11,015)
Deferred tax expense charged to profit or loss
as a result of certain transactions accounted for under the PFRS (144,878) (155,893)
Net Income Actual/Realized 2,716,035
Less: Dividend Declaration during the period (2,709,882)
Unappropriated Retained Earnings, as Adjusted, Ending 3,681,091




Company:

Holcim Philippines Inc. (HPI)

lllustration of relationships between the company and its ultimate parent company, middle

parent, and

it's subsidiaries

As of December 31, 2018

Lafarge Holcim Ltd.

CLINCO

60%
A\ 4
CEMCO 60%
18.11%
UCHC PUBLIC HOLDERFIN
7.08%
60.55% 14.26%
12%
HPI
4
\4 l v A\ 4
WEB ECLI HSSI HPBSCI HPMC
100.00% 100.00% 100.00% 100.00% 99.6%
\4
MGMC
i 88% \ 4 \ 4
BPI CACI ACCI
100.00% 100.00% 100.00%
COMPANY NAME PRINCIPAL ACTIVITIES
CLINCO Clinco Corporation Investment holding in CEMCO
CEMCO Cemco Holdings, Inc. Investment holding in UCHC and HPI
UCHC Union Cement Holdings Corporation Investment holding in HPI
HPI Holcim Philippines, Inc. Manufacture and distribute cement products
HPMC Holcim Philippines Manufacturing Corporation Manufacture and distribute cement products
BPI Bulkcem Philippines, Inc. Purchase, lease, sale of real properties
CACI Calamba Aggregates Co., Inc. Mining, Processing and sale of quarry resources
ACCI Alsons Construction Chemical, Inc. Manufacture, use and sale of admixtures
WEB Wellbourne International Group Limited Investment holding in MGMC
MGMC Mabini Ginding Mill Corporation Manufacture and distribute cement products
ECLI Excel Concrete Logistics, Inc. Distribution of concrete and cement products
HPBSCI Holcim Philippines Business Services Center Inc. Business process outsourcing and other information
technology enabled services
HSSI Hubb Stores and Services, Inc. Retail operations




Holcim Philippines, Inc. and Subsidiaries

List of Effective Standards and Interpretations under the Philippine Financial Reporting Standards

(PFRS) as of December 31, 2018.

PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS

Adopted

Not
Adopted

Not
Applicable

Conceptual Framework for Financial Reporting
Conceptual Framework Phase A: Objectives and qualitative
characteristics

PFRSs Practice Statement 1 Management Commentary

PFRSs Practice Statement 2 Making Materiality
Judgments

Philippine Financial Reporting Standards

PFRS 1 First-time Adoption of Philippine Financial
(Revised) Reporting Standards

Amendments to PFRS 1 and PAS 27: Cost of an
Investment in a Subsidiary, Jointly Controlled
Entity or Associate

Amendments to PFRS 1: Additional Exemptions
for First-time Adopters

Amendment to PFRS 1: Limited Exemption from
Comparative PFRS 7 Disclosures for First-time
Adopters

Amendments to PFRS 1: Severe Hyperinflation
and Removal of Fixed Date for First-time Adopters

Amendments to PFRS 1: Government Loans

Annual Improvements to PFRSs 2009-2011 Cycle
- Amendments to PFRS 1: First-Time Adoption of
PFRS

Annual Improvements to PFRSs 2011-2013 Cycle
- Amendments to PFRS 1: First-time Adoption of
International Financial Reporting Standards
(Changes to the Basis for Conclusions only)

Annual Improvements to PFRSs 2014-2016 Cycle
- Amendments to PFRS 1: Deletion of short-term
exemptions for first-time adopters

PFRS 2 Share-based Payment

Amendments to PFRS 2: Vesting Conditions and
Cancellations

Amendments to PFRS 2: Group Cash-settled
Share-based Payment Transactions

Annual Improvements to PFRSs 2010-2012 Cycle
- Amendments to PFRS 2: Definition of Vesting
Condition

Amendments to PFRS 2: Classification and
Measurement of Share-based Payment
Transactions

PFRS 3 Business Combinations

(Revised) Annual Improvements to PFRSs 2010-2012 Cycle
- Amendments to PFRS 3: Accounting for
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS

Adopted

Not
Adopted

Not
Applicable

Contingent Consideration in a business
combination

Annual Improvements to PFRSs 2011-2013 Cycle
- Amendments to PFRS 3: Scope of Exception for
Joint Ventures

Annual Improvements to PFRSs 2015-2017 Cycle
- Amendments to PFRS 3: Previously held interest
in a joint operation*

Amendments to PFRS 3: Definition of a Business*

PFRS 4

Insurance Contracts

Amendments to PAS 39 and PFRS 4: Financial
Guarantee Contracts

Amendments to PFRS 4: Applying PFRS 9,
Financial Instruments with PFRS 4, Insurance
Contracts

PFRS 5

Non-current Assets Held for Sale and Discontinued
Operations

Annual Improvements to PFRSs 2012-2014 Cycle
- Amendments to PFRS 5: Changes in methods of
disposal

PFRS 6

Exploration for and Evaluation of Mineral
Resources

PFRS 7

Financial Instruments: Disclosures

Amendments to PAS 39 and PFRS 7:
Reclassification of Financial Assets

Amendments to PAS 39 and PFRS 7:
Reclassification of Financial Assets - Effective Date
and Transition

Amendments to PFRS 7: Improving Disclosures
about Financial Instruments

Amendments to PFRS 7: Disclosures - Transfers of
Financial Assets

Amendments to PFRS 7: Disclosures — Offsetting
Financial Assets and Financial Liabilities

Amendments to PFRS 7: Mandatory Effective Date
of PFRS 9 and Transition Disclosures

Amendments to PFRS 7: Hedge Accounting
Disclosures

Annual Improvements to PFRSs 2012-2014 Cycle
- Amendments to PFRS 7: Servicing contracts and
Applicability of the amendments to PFRS 7 to
condensed interim financial statements

PFRS 8

Operating Segments

Annual Improvements to PFRSs 2010-2012 Cycle
- Amendments to PFRS 8: Aggregation of
Operating Segments and Reconciliation of the
reportable segments’ assets to the entity’s assets
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS

Adopted

Not
Adopted

Not
Applicable

PFRS 9

Financial Instruments (2014)

Amendments to PFRS 9: Prepayment Features
with Negative Compensation*

PFRS 10

Consolidated Financial Statements

Amendments to PFRS 10: Consolidated Financial
Statement: Transition Guidance

Amendments to PFRS 10:Transition Guidance and
Investment Entities

Amendments to PFRS 10: Sales or contributions
of assets between an investor and its
associate/joint venture*

Amendments to PFRS 10: Investment Entities:
Applying the Consolidation Exception

PFRS 11

Joint Arrangements

Amendments to PFRS 1: Joint Arrangements:
Transition Guidance

Amendments to PFRS 11: Accounting for
Acquisitions of Interests in Joint Operations

Annual Improvements to PFRSs 2015-2017 Cycle
- Amendments to PFRS 11: Previously held
interest in a joint operation*

PFRS 12

Disclosure of Interests in Other Entities

Amendments to PFRS 12: Disclosure of Interests
in Other Entities: Transition Guidance

Amendments to PFRS 12: Transition Guidance and
Investment Entities

Amendments to PFRS 12: Investment Entities:
Applying the Consolidation Exception

Annual Improvements to PFRSs 2014-2016 Cycle
- Amendments to PFRS 12: Clarification of the
scope of the standard

PFRS 13

Fair Value Measurement

Annual Improvements to PFRSs 2010-2012 Cycle
- Amendments to PFRS 13: Fair Value
Measurement (Amendments to the Basis of
Conclusions only, with consequential amendments
to the Bases of Conclusions of other standards)

Annual Improvements to PFRSs 2011-2013 Cycle
- Amendments to PFRS 13: Portfolio Exception

PFRS 14

Regulatory Deferral Accounts

PFRS 15

Revenue from Contracts with Customers

Amendments to PFRS 15: Clarifications to PFRS
15

PFRS 16

Leases*

PFRS 17

Insurance Contracts*
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND Adopted Not Not
INTERPRETATIONS Adopted | Applicable
Philippine Accounting Standards
PAS 1 Presentation of Financial Statements v
(Revised) Amendment to PAS 1: Capital Disclosures v
Amendments to PAS 32 and PAS 1: Puttable
Financial Instruments and Obligations Arising on v
Liquidation
Amendments to PAS 1: Presentation of Items of v
Other Comprehensive Income
Annual Improvements to PFRSs 2009-2011 Cycle
- Amendments to PAS 1: Comparative v
Information
Amendments to PAS 1: Disclosure Initiative v
Amendments to PAS 1: Definition of Material* v
PAS 2 Inventories v
PAS 7 Statement of Cash Flows v
Amendments to PAS 7: Disclosure Initiative v
PAS 8 Accounting Policies, Changes in Accounting v
Estimates and Errors
Amendments to PAS 8: Definition of Material* v
PAS 10 Events after the Reporting Period v
PAS 12 Income Taxes v
Amendment to PAS 12: Deferred Tax: Recovery of v
Underlying Assets
Amendment to PAS 12: Recognition of Deferred v
Tax Assets for Unrealized Losses
Annual Improvements to PFRSs 2015-2017 Cycle
- Amendments to PAS 12: Income tax v
consequences of payments on financial
instruments classified as equity*
PAS 16 Property, Plant and Equipment
Annual Improvements to PFRSs 2009-2011 Cycle v
- Amendments to PAS 16: Servicing Equipment
Annual Improvements to PFRSs 2010-2012 Cycle
- Amendments to PAS 16: Revaluation Method - v
Proportionate Restatement of Accumulated
Depreciation
Amendments to PAS 16: Clarification of v
Acceptable Methods of Depreciation
Amendments to PAS 16: Agriculture: Bearer v
Plants
PAS 17 Leases
PAS 19 Employee Benefits (2011)
(Amended) Amendments to PAS 19: Defined Benefit Plans:
v

Employee Contributions
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS

Adopted

Not
Adopted

Not
Applicable

Annual Improvements to PFRSs 2012-2014 Cycle
- Amendments to PAS 19: Discount rate: regional
market issue

Amendments to PAS 19: Plan Amendment,
Curtailment or Settlement*

PAS 20

Accounting for Government Grants and Disclosure
of Government Assistance

PAS 21

The Effects of Changes in Foreign Exchange Rates

Amendment to PAS 21: Net Investment in a
Foreign Operation

PAS 23
(Revised)

Borrowing Costs

Annual Improvements to PFRSs 2015-2017 Cycle
- Amendments to PAS 23: Borrowing costs eligible
for capitalization*

PAS 24
(Revised)

Related Party Disclosures

Annual Improvements to PFRSs 2010-2012 Cycle
- Amendments to PAS 24: Key Management
Personnel

PAS 26

Accounting and Reporting by Retirement Benefit
Plans

PAS 27
(Amended)

Separate Financial Statements

Amendments to PAS 27: Transition Guidance and
Investment Entities

Amendments to PAS 27: Equity Method in
Separate Financial Statements

PAS 28
(Amended)

Investments in Associates and Joint Ventures

Amendments to PAS 28: Investment Entities:
Applying the Consolidation Exception

Amendments to PAS 28: Sales or contributions of
assets between an investor and its associate/joint
venture*

Annual Improvements to PFRSs 2014-2016 Cycle
- Amendments to PAS 28: Measuring an associate
or joint venture at fair value

Amendments to PAS 28: Long-term Interests and
Joint Ventures *

PAS 29

Financial Reporting in Hyperinflationary
Economies

PAS 32

Financial Instruments: Disclosure and
Presentation

Amendments to PAS 32 and PAS 1: Puttable
Financial Instruments and Obligations Arising on
Liquidation

Amendment to PAS 32: Classification of Rights
Issues
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND
INTERPRETATIONS

Adopted

Not
Adopted

Not
Applicable

Annual Improvements to PFRSs 2009-2011 Cycle
-Amendments to PAS 32: Tax Effect of Equity
Distributions

Amendments to PAS 32: Offsetting Financial
Assets and Financial Liabilities

PAS 33

Earnings per Share

PAS 34

Interim Financial Reporting

Annual Improvements to PFRSs 2009-2011 Cycle
- Amendments to PAS 34: Interim Reporting of
Segment Assets

Annual Improvements to PFRSs 2012-2014 Cycle
- Amendments to PAS 34: Disclosure of
information 'elsewhere in the interim financial
report’

PAS 36

Impairment of Assets

Amendments to PAS 36: Recoverable Amount
Disclosures for Non-Financial Assets

PAS 37

Provisions, Contingent Liabilities and Contingent
Assets

PAS 38

Intangible Assets

Annual Improvements to PFRSs 2010-2012 Cycle
- Amendments to PAS 38: Revaluation Method -
Proportionate Restatement of Accumulated
Amortization

Amendments to PAS 38: Clarification of
Acceptable Methods of Amortization

PAS 40

Investment Property

Annual Improvements to PFRSs 2011-2013 Cycle
- Amendments to PAS 40: Clarifying the
Interrelationship of PFRS 3 and PAS 40 When
Classifying Property as Investment Property or
Owner-Occupied Property

Amendments to PAS 40: Transfers of Investment
Property

PAS 41

Agriculture

Amendments to PAS 41: Agriculture: Bearer
Plants

Philippine Interpretations

IFRIC 1

Changes in Existing Decommissioning, Restoration
and Similar Liabilities

IFRIC 2

Members' Share in Co-operative Entities and
Similar Instruments

IFRIC 4

Determining Whether an Arrangement Contains a
Lease

IFRIC 5

Rights to Interests arising from Decommissioning,
Restoration and Environmental Rehabilitation
Funds
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND Adopted Not Not
INTERPRETATIONS Adopted | Applicable
IFRIC 6 Liabilities arising from Participating in a Specific
Market - Waste Electrical and Electronic v
Equipment
IFRIC 7 Applying the Restatement Approach under PAS 29
Financial Reporting in Hyperinflationary v
Economies
IFRIC 8 Scope of PFRS 2 v
IFRIC 9 Reassessment of Embedded Derivatives v
Amendments to Philippine Interpretation IFRIC-9 v
and PAS 39: Embedded Derivatives
IFRIC 10 Interim Financial Reporting and Impairment v
IFRIC 12 Service Concession Arrangements v
IFRIC 14 The Limit on a Defined Benefit Asset, Minimum v
Funding Requirements and their Interaction
Amendments to Philippine Interpretations IFRIC-
14: Prepayments of a Minimum Funding v
Requirement
IFRIC 16 Hedges of a Net Investment in a Foreign v
Operation
IFRIC 17 Distributions of Non-cash Assets to Owners v
IFRIC 19 Extinguishing Financial Liabilities with Equity v
Instruments
IFRIC 20 Stripping Costs in the Production Phase of a v
Surface Mine
IFRIC 21 Levies v
IFRIC 22 Foreign Currency Transactions and Advance v
Consideration
IFRIC 23 Uncertainty over Income Tax Treatments* v
SIC-7 Introduction of the Euro v
SIC-10 Government Assistance - No Specific Relation to v
Operating Activities
SIC-15 Operating Leases - Incentives v
SIC-25 Income Taxes - Changes in the Tax Status of an v
Entity or its Shareholders
SIC-27 Evaluating the Substance of Transactions v
Involving the Legal Form of a Lease
SIC-29 Service Concession Arrangements: Disclosures v
SIC-32 Intangible Assets - Web Site Costs v
PIC Q&A Clarification of criteria for exemption from
No. 2006- |presenting consolidated financial statements v
02 [Amended by PIC Q&A No. 2013-02 and PIC Q&A
No. 2017-01]
PIC Q&A Valuation of Bank Real and Other Properties
No. 2007- |Acquired (ROPA) v
03
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND Adopted Not Not
INTERPRETATIONS Adopted | Applicable
PIC Q&A Rate used in discounting post-employment benefit
No. 2008- |obligations [Amended by PIC Q&A No. 2016-01] v
01
(Revised)
PIC Q&A Financial statements prepared on a basis other
No. 2009- |than going concern [Amended by PIC Q&A No. v
01 2013-02 and PIC Q&A No. 2018-13]
PIC Q&A Basis of preparation of financial statements
No. 2010- |[Amended by PIC Q&A No. 2017-01 and PIC Q&A v v
02 No. 2018-13]
PIC Q&A Current/non-current Classification of a Callable
No. 2010- |Term Loan v
03
PIC Q&A Common Control Business Combinations
No. 2011- v
02
PIC Q&A Accounting for Inter-company Loans [Amended by
No. 2011- |PIC Q&A No. 2015-01 and PIC Q&A No. 2018-13] v
03
PIC Q&A Costs of Public Offering of Shares [Amended by
No. 2011- |PIC Q&A No. 2018-13] v
04
PIC Q&A Fair Value or Revaluation as Deemed Cost
No. 2011- |/Amended by PIC Q&A No. 2016-01 and PIC Q&A v
05 No. 2018-13]
PIC Q&A Acquisition of Investment Properties — Asset
No. 2011- |Acquisition or Business Combination? v
06
PIC Q&A Application of the Pooling of Interests Method for
No. 2012- |Business Combinations of Entities under Common
01 Control in Consolidated Financial Statements 4
[Amended by PIC Q&A No. 2015-01 and PIC Q&A
No. 2018-13]
PIC Q&A Cost of a New Building Constructed on Site of a
No. 2012- | Previous Building v
02
PIC Q&A Conforming Changes to PIC Q&As - Cycle 2013
No. 2013- v
02
PIC Q&A Accounting for Employee Benefits under a Defined
No. 2013- | Contribution Plan Subject to Requirement of v
03 Republic Act (RA) 7641: The Philippine Retirement
(Revised) |[Law
PIC Q&A Conforming Changes to PIC Q&As - Cycle 2015
No. 2015- v
01
PIC Q&A Conforming changes to PIC Q&As - Cycle 2016 v
2016-01
PIC Q&A Accounting Treatment of Club Shares Held by an
No. 2016- |Entity [Amended by PIC Q&A No. 2018-13] v
02

Page 8 of 10




PHILIPPINE FINANCIAL REPORTING STANDARDS AND Adopted Not Not
INTERPRETATIONS Adopted | Applicable
PIC Q&A Accounting for Common Areas and the Related
No. 2016- |Subsequent Costs by Condominium Corporations v
03 [Amended by PIC Q&A No. 2018-13]
PIC Q&A Application of PFRS 15 "Revenue from Contracts
2016-04 with Customers” on Sale of Residential Properties v
under Pre-completion Contract
PIC Q&A Conforming Changes to PIC Q&As — Cycle 2017*
No. 2017- v
01
PIC Q&A Capitalization of operating lease cost as part of
No. 2017- |construction costs of a building v
02
PIC Q&A Elimination of profits and losses resulting from
No. 2017- transactions between associates and/or joint v
03 ventures
PIC Q&A Related party relationships between parents,
No. 2017- |subsidiary, associate and non-controlling v
04 shareholder
PIC Q&A Frequently asked questions on the disclosure
No. 2017- |requirements of financial instruments under PFRS v
05 7, Financial Instruments: Disclosures [Amended
by PIC Q&A No. 2018-13]
PIC Q&A Accounting for collector’s items
No. 2017- v
06
PIC Q&A Accounting for reciprocal holdings in associates
No. 2017- |and joint ventures v
07
PIC Q&A Requirement to prepare consolidated financial
No. 2017- |statements where an entity disposes of its single v
08 investment in a subsidiary, associate or joint
venture
PIC Q&A Accounting for payments between and among
No. 2017- |/essors and lessees v
09
PIC Q&A Separation of property and classification as
No. 2017- |investment property v
10
PIC Q&A Transaction costs incurred to acquire outstanding
No. 2017- |non-controlling interest or to sell non-controlling 4
11 interest without a loss of control
PIC Q&A Subsequent Treatment of Equity Component
No. 2017- |Arising from Intercompany Loans v
12
PIC Q&A Voluntary changes in accounting policy*
No. 2018- v
01
PIC Q&A Non-controlling interests and goodwill impairment
No. 2018- |test* v
02
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PHILIPPINE FINANCIAL REPORTING STANDARDS AND Adopted Not Not
INTERPRETATIONS Adopted | Applicable
PIC Q&A Fair value of property, plant and equipment and

No. 2018- |depreciated replacement cost* v
03

PIC Q&A Inability to measure fair value reliably for

No. 2018- |biological assets within the scope of PAS 41, v
04 Agriculture*

PIC Q&A Liability arising from maintenance requirement of

No. 2018- |an asset held under a lease* v
05

PIC Q&A Cost of investment in subsidiaries in separate

No. 2018- |financial statements when pooling is applied in v
06 consolidated financial statements*

PIC Q&A Cost of an associate, joint venture, or subsidiary

No. 2018- |in separate financial statements [Amended by PIC v
07 Q&A No. 2018-13*]

PIC Q&A Accounting for the acquisition of a non-wholly

No. 2018- |owned subsidiary that is not a business* v
08

PIC Q&A Classification of deposits and progress payments

No. 2018- |as monetary or nonmonetary items* v
09

PIC Q&A Scope of disclosure of inventory write-downs*

No. 2018- v
10

PIC Q&A Classification of land by real estate developer*

No. 2018- v
11

PIC Q&A PFRS 15 implementation issues affecting the real

No. 2018- |estate industry v
12

PIC Q&A Conforming Changes to PIC Q&As — Cycle 2018*

No. 2018- v
13

PIC Q&A Accounting for Cancellation of Real Estate Sales*

No. 2018- v
14

PIC Q&A Classification of Advances to Contractors in the

No. 2018- |Nature of Prepayments: Current vs. Non-current* v
15

* These are the new and revised accounting standards and interpretations that are effective for

annual period beginning on or after the reporting period ended December 31, 2018.

Page 10 of 10




Holcim Philippines, Inc. and Subsidiaries
Schedule of Financial Soundness Indicators

For the Calendar Year
ended December 31

Operating EBITDA Margin
P "9 g Net Sales

Financial KPI Definition
2018 2017
Current/Liquidity ratios
Current Ratio Current As§¢Fs 73% 81%
Current Liabilities
Quick Ratio Current Assets — Inve.nto.ry.- Prepayments 48% 49%
Current Liabilities
Solvency ratio/Debt-to-equity ratio
Debt to Equity Ratio Total L'a_b"mes 87% 59%
Equity
Asset to Equity Ratios
Asset tp Eqmty Rano/ Total A_ssets 126% 159%
Equity Multiplier Equity
Interest Rate Coverage Ratio
Interest Coverage Ratio/EBITDA Net Operating EBITDA
17.6 63.5
Interest Cover Net Interest
Profitability Ratios
Return on Assets Net Income 6.1% 7.8%
Average Total Assets
Return on Equity Net Income - 10.7% 11.1%
Average Total Equity
Operating EBITDA 13.7% 15.7%




HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES
Schedule A. Financial Assets
For the Year Ended December 31, 2018
(Amounts in Thousands)

Name of Issuing Company and Association of Each Issue

Number of
Units or Shares or
Principal Amount
of Bonds and Notes

Amount
Shown in the
Statements of

Financial Position

Value Based
on Market
Quotations at
Reporting Date

Income
Received
and Accrued

N/A

N/A

N/A

N/A




Schedule B.

HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES
Amounts Receivable from Directors, Officers, Employees, Related Parties,
and Principal Stockholders (Other than Related Parties)

For the Year Ended December 31, 2018

(Amounts in Thousands)

Deductions
Beginning Amount Amount Ending
Name and Designation of Debtor Balance Additions Collected Written-Off Current Non Current Balance
Directors, Officers and Employees
AFRICA, EDMUND F. Employee - 4,337 (4,015) PR 321 321
ALBACIETE, MARK OLIVER M. Employee (44) 689 (522) 123 123
ARROJO, RAUL I. Employee - 545 (440) 105 105
ATIENZA, ERIC O. Employee 117 117 117
BALO, ELPEDIO JR. C. Employee 1,187 3,948 (3,998) 1,137 1,137
BALOGO, ZITAD. Employee 8,725 1,477 (10,043) 159 159
BARLETA, CARA YSABEL R. Employee - 2,549 (2,429) 120 120
BENITEZ, MA. PILAR A. Employee 419 419 419
CABALDA, MICHAEL V. Employee 164 164 164
CAMIROS, JOEL V. Employee 472 1,385 (1,239) 618 618
CATANGHAL, PEPITO E. Employee 688 15 (15) 688 688
CORTES, GILLIAN Y. Employee 67 1,747 (1,627) 187 187
DE JESUS, MANUEL F. Employee 13 756 (554) 215 215
DICHOSO, HARVEY D. Employee - 1,098 (982) 116 116
EMBODO, ANDRES B. Employee 0) 722 (402) 320 320
ESPIRITU, LAUREANO D. Employee 103 1,356 (1,352) 107 107
GATMAITAN, ERNESTO A. Employee 647 771 (849) 570 570
GEMAL, GODFREY F. Employee 299 299 299
GERODIAS, JAZER P. Employee 156 5 - 160 160
GILERA, ROBERT A. Employee 394 4,051 (4,122) 324 324
JOSE, EMMANUEL G. Employee 190 265 (263) 192 192
MAALA, JEENALYN A. Employee - 131 (13) 118 118
MAGANTI, RAMAKRISHNA Employee - 1,941 (1,195) 746 746
MAGNO, GLAY B. Employee 43 3,922 (3,845) 121 121
MANALO, ROLDAN G. Employee 120 49 (54) 115 115
MANGUERRA, APRIL GRACE R. Employee 302 302 302
MORENO, LEONARDO B. Employee (10) 1,873 (102) 1,760 1,760
ONGA, EUSEBIO L. Employee 4 4,507 (3,300) 1,211 1,211
REBLEZA, JOEL D. Employee 131 348 (375) 105 105
ROGE, HEMANT RAGHUNATH Employee 130 94 - 224 224
ROMUALDEZ, ALBERTO CHRISTIAN  Employee (129) 1,148 (838) 181 181
ROUX, SCHALK Employee 5 597 (365) 237 237
SANCHEZ, CIRIACO B. Employee 4) 2,687 (1,417) 1,266 1,266
SEGUERRA, JOE ARTHUR S. Employee 146 158 177) 127 127
SIOTING, MIGNON D. Employee 110 110 110
SOOD, SAPNA RANI Employee 2,311 7,259 (8,524) 1,046 1,046
SUMALINOG, WILLIAM C. Employee 164 2,554 (2,280) 437 437
TORCUATOR, LILIBETH T. Employee 198 1 - 199 199
Advances to Directors, Officers and Employees 17,116 52,984 (55,335) - - 14,766 14,766
Holcim Technology Ltd. -
Holcim East Asia Business Service Centre, B.V. - Philippir P 39,723 4,612 (39,617) 4,718 4,718
Associates 646,541 148,109 (281,414) 886,535 886,535
Other Holcim Group Affiliates 21,335 (14,868) 6,467 6,467
Related Parties 707,632 153,511 (335,899) 707,632 898,543
Other Holcim Group Affiliates 21,335 52,474 (1,099) 72,710 72,710
Related Parties 1,396,876 354,884 (633,280) 1,674,168 1,865,079




HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES

Schedule C. Amounts Receivable from Related Parties which are Eliminated during the
Consolidation of Financial Statements
For the Year Ended December 31, 2018
(Amounts in Thousands)

Amounts Amounts Reclassification Reclassification Balance at the
Beginning Balance Additions Collected Written Off/lImpaired to Investments to Receivable from Associate Current Non Current End of Period
Name and Designation of Debtor
Holcim Philippines Manufacturing Corporation
Due from:
Bulkcem Philippines, Inc. - 4,199 - 4,199 - 4,199
Calamba Aggregates Co., Inc. 100 26,306 - - - - 26,406 - 26,406
Excel Concrete Logistics Inc. 1,785 - - - - - 1,785 - 1,785
Holcim Philippines, Inc. - 829,651 - - - - 829,651 - 829,651
1,885 860,157 - - - - - 862,042 - 862,042
Holcim Philippines, Inc.
Due from:
Bulkcem Philippines, Inc. 6 - - - - - 6 - 6
Holcim Philippines Manufacturing Corp. 13,374 347,217 - - - - 360,591 - 360,591
Excel Concrete Logistics Inc. 45,035 - (45,035) - - - - - -
Calamba Aggregates Co., Inc. 44,727 25 - - - - 44,752 - 44,752
Hubb Stores and Services, Inc. 374,804 29,457 - - - - 404,261 - 404,261
477,946 376,699 (45,035) - - - 809,610 - 809,610
Hubb Stores and Services, Inc.
Due from:
Mabini Grand Mill Co. - 147,239 - - - - 147,239 147,239
- 147,239 - - - - 147,239 - 147,239
Hubb Stores and Services, Inc.
Due from:
Holcim Philippines, Inc. - 153,474 - - - - 153,474 153,474
Excel Concrete Logistics Inc. - 11 - - - - 11 11
- 153,485 - - - - 153,485 - 153,485
Bulkcem Philippines, Inc.
Due from:
Holcim Philippines, Inc. - 7,256 - - - - 7,256 7,256
Holcim Philippines Manufacturing Corp. - 16,571 - - - - 16,571 16,571
- 23,827 - - - - 23,827 - 23,827
Excel Concrete Logistics Inc.
Due from:
Hubb Stores and Services, Inc. 4,901 - (4,901) - - - - -
Holcim Philippines, Inc. 12,757 52,256 - - - 65,013 65,013
17,658 52,256 (4,901) - - - 65,013 - 65,013




HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES

Schedule D.

Intangible Assets
For the Year Ended December 31, 2018
(Amounts in Thousands)

Deductions
Other Changes

Beginning Additions Charged to Cost Charged to Additions Ending

Description Balance At Cost and Expenses Other Accounts (Deductions) Balance
Project Development Cost and Others 22,595 - P - - P 22,595
Software Cost 6,119 (1,172) - - 4,947
Gooduwill 2,635,738 - - - 2,635,738
2,664,452 (1,172) - - 2,663,280




HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES
Schedule E. Long-Term Debt
For the Year Ended December 31, 2018
(Amounts in Thousands)

Amount Amount Amount
Title of Issue and Type of Obligation Authorized by Shown as Shown as Remarks
Indenture Current Long-Term
NIL NIL NIL




HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES

Schedule F. Indetebtedness to Related Parties (Long-term Loans from Related Companies)
For the Year Ended December 31, 2018
(Amounts in Thousands)

Balance at the
Name of Related Party Beginning Balance End of Period

P NIL P NIL




HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES

Schedule G. Guarantees of Securities of Other Issuers
For the Year Ended December 31, 2018
(Amounts in Thousands)

Title of Issue

Amount Owned

Name of Issuing Entity of Securities Guaranteed by the of each Class Total Amount by Person Nature of
Company for which this Statement is Filed of Securities Guaranteed and for which Statement Guarantee
Guaranteed Outstanding is Filed
NIL P NIL P NIL NIL




HOLCIM PHILIPPINES, INC. AND SUBSIDIARIES

Schedule H. Capital Stock
For the Year Ended December 31, 2018

Number of Shares

T
Number of Shares
Held by

Number of Reserved for
Title of Issue Number of Shares Issued Options, Warrants, Affiliates Directors, Others
Shares Authorized and Outstanding Conversions and Officers and
Other Rights Employees
Preferred Shares 20,000,000 - - - - -
Common Shares 9,980,000,000 6,452,099,144 - 5,531,566,062 173,372 920,359,710
10,000,000,000 6,452,099,144 - 5,531,566,062 173,372 920,359,710
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PART |- FINANCIAL INFORMATION

item 1. Financial Statements.

Exhibit | - Consolidated Balance: Sheets as of March 31, 2018-and December 31, 2017
Exhibit 1l - Consolidaied Statements of Incame for the quarters ended March 31, 2018 and
2017
Exhibit 11l - Consolidated Statements of Comprehensive Income for the quarters ended
March 31,2018 and 2017 '

Exhibit IV~ Consolidated Statements of Changes in Stockhoiders’ Equity for the guarters:

‘ended March 31, 2018 and 2017

Exhibit V — Consolidated Statements of Cash Flows for the quarters ended March 37, 2018

and 2017 _ _ N
Exhibit VI - Aging of Trade and Other Receivables as.of March 31, 2018
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'HOLCIM PHILIPPINES, INC.
CONSOLIDATED BALANCE SHEETS
As of March 31, 2018 and December 31, 2017

Exhibit |

{in Thousands)
_ _ 31 Mar 2018 31 Dec 2017
ASSETS
Current Assets
Cash and cash-equivalents B1,678,708 R1,945,797
Trade and other receivables ~ ngt 3,842,208 3,439,049
Inventories 4,121,056 3,800,792
Short-term financial receivables 740,536 37,048
Other current assets 1,251,440 798,510
Total Current Assets 11,633,957 10,021,196
Noncurrent Assets
Investments 4,493,698 4,468,357
Property,. plant and equipment — net: 17,610,046 17,599,838
Goodwill ' 2,635,738 2,635,738
Intangibles — net 33,714 28,714
Deferred tax assets — net 456,061 455,242
Other nondurrent assets 392,811 378,487
Total Noncurrent Assets 25,622,068 25,666,376
37,256,025 35,687,572
LIABILITIES AND STOCKHOLDERS® EQUITY '
Current Liabilities: )
l.oan payables 4,947,489 4,177,902
Trade and other payables 7,972,238 7,862,742
income tax payable 389,276 265,684
Totai Current Liabilities 13,309,003 12,306,328
Noncurrent Liabilities-
Retirement benefits liabilities 810,511 845,154
_Provisions 80,930 81,342
Total Noncurrent Liabilities 891,441 ‘926,496
Equity Attributable to Equity Holders of Parent )
Capital stock ' 6,452,009 6,452,099
Additional paid-in capital 8,476,002 8,476,002
Remeasurement ioss on rétirament benefits - nét {350,987} (350,987)
‘Cther reserves. (487} (1,430)
Retained earnings 8,473,119 7,773,468
23,049,746 22,349,152
Noncontrolling Interest 5,835 5,596
Total Stockholders' Equity 23,055,581 22,354,748
[37,256,025 £35,587,572

SEC Form 17-Q 3



Exhibit 1}

HOLCIM PHILIPPINES, INC.
CONSOLIDATED STATEMENTS OF INCOME
For the quarters ended March .31, 2018 and 2017
(In Thousands, Except Per Share Data)

Quarter Ended
Jan-Mar 2018 Jan-Mar 2017

Net Sales 28,604,154 F8,340,206
Cost of sales 6,820,132 6,647,805
Gross Profit 1,784,022 2,192,401
Dperating expenses 530,833 510,784
Operating EBITDA. 1,253,189 1,681,617
Depreciation and amortization 300,768 328,804
 Profit from Operations 952,421 1,352,813
-Other income (expenses)
Netfinancial income (expense) (50,877) 3414
Other income (expense) - net. 30,922 42,254
Total {19,955) 45,668
Profit before Income Tax 932,466 1,398,481
Provision far ingome tax
Current 233,395 475,580
Deferred (819) (16,676}
232,576 458,904
Profit for the Period 699,850 939,577
Noncontrolling interest (238) {215)
Profit for the period aftributable to Equity _ _ o
holders of the parent corpany. £699,651 R939,362

Basic/Diluted Earnings
Per'Share (EPS}
Com_pu’(atioh of EPS;
{a} Profit for the period:atiributable to Equity

‘hoiders of the parent company P699,651 #039,362
(b} Commgon shares issued and cutstanding 6,452,099 5,452,099
EPS [(a}/(b)] B0.108 #0146

SEC Form 17-Q 4



Exhibit I3

o _ HOLCIM PHILIPPINES, INC.
"CONSQLIBATED STATEMENTS OF COMFPREHENSIVE INCOME
For the quarters ended March 31, 2018 and 2017

(in Thousands)
Quarter Ended
Jan-Mar 2018 Jan-Mar 2017

Profitfor the Period F690,603 B939,577
Other Comprehensive Income 943 943
Total Coniprehensive Incoms 2691,546 P940.520
Attributable to:

Equity holders of Parent Company’ 691,307 940,305

Noncontrolling interest 239 215
Total Comprehensive Income P691,546 B940,520

‘SEC Form 17-Q 5



_ HOLCIM PHILIPPINES, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY.

Fot the three (3) menths ended March 31,2018 and 2017

{in Thousands)

Jan-Mar 2018

Exhibit [V

Jan-iMar 2017

Capital Stock
Common: Stock .
Balance at baginning of period R6,452,099 B6,452,009
ssuances {Retirement) - -
Balance at end of pericd 6,452,099 5,452,009
Additional Paid-in Capital _
Balance at beginning of period 8,476,002 8,476,002.
Issuances {Retirement) . -
Balance. at end of period 8,476,002 8,476,002
__Other comprehensive loss (350,987) (79,978)
QOther reserves {487) {4,889).
Retained Earmings _
Balance at beginning of period 7,773,468 11,408,043
Profit-for the Period 696,651 939,362
Balanée at erid of period 8,473,119 12,348,405
N'oncdntrolli'rlg Interest. 5,835 7,421
£23,055,581 £27,199,060

SEC Form 7.0



HOLCIM PHILIPPINES, INC:

CONSOLIDATED STATEMENTS OF CASH FLOWS
Farthe three (3) months ended March 31, 2018 and 2017

(in Thousands)

Jan-Mar 2018

-Exhibit V.

Jan-Mar 2017

Operating Activities

Profit before Income Tax 932,466 R1,398,481
Adjustnients to reconcile: profi{ to cash
Depreciation and amortization 300,768 328,804
Other tems (nef) (287,316) {176,519)
Changes in current assets and liabilities {854,262) (1,147,740)
‘Cash provided by operating activities. 91,656 403,026
Investing Activities _ _
Additions to plant, property and equipment, (349,751) (141,631)
Decrease (increase) in other-investing activities {(18:.021) 6,485
Cash used in investing activities (367,772) (135,148}
Financing Activities S
‘Dividends: - 10,803
Proceeds from short-term loan 1,710,269~ 8,777
Payment of short-term loans (1,000,208) -
Increase-in shortzterm financial receivables (703,488) -
Cash provided by financing activities 6,573 19,580
Netincrease in cash and cash equivalents (269,543) 287,460
Cash and cash equivalents, beginning 1,945,797 2,125,116
Effect of exchange rate changes on cash'and ¢ash o N
equivalents ' 2,454 2,022
Cashand cash equivalents, end P1,678,708 2,414,598

SEC Form 17-Q



HOLCIM PHILIPPINES, INGC
Aging of Trade and Other Receivables
- Asof March .31, 2018

Exhibit VI

(in Thausands)
Total’ Current 1-30days  31-60days Over 60 days
Trade Receivables 2,570,004 PB2,413,522 820,227 R10,573 B125,682
Other Receivables 1,494,477 319,344 62,471 45,703 1,066,959
~ Total 4,064,481 £2,732,866 P82,698 R56,276 21,192,641
Allowance for _ _
Doubtful Accounts {222,273)
Net Receivables 23,842,208
Cerfified correct:.
J;??%@vidad /Rojas.
hief Finangial Cfficer
SEC Form 17-Q 8



item 2. Management's Discussion and.Analysis of Financial Gondition and Resulis of
Operations

Results of Operations

Market remains strong as new infrastructure’ projects for the year have started fo be awarded
beginning February At the end of fir rst quarter, the Company posted total net sales of Php 8.6 biltion,
iower by 3% as compared to Php 8.8 billion reported in the same: period last year. Qur cement sales
volurie has increased but was offset by lower cement prices from aggressive market competition,. and
as a result of -operations winding down:from recently announced closure of non-profitable ready-mix
concrele and retail business segments. Margins were likewise depressed mainly due to higher cost of
goeods sold fiom higher |nput costs dnven by fuel and power costs, The Company achieved a total
operating; EBITDA of Php 1.3 billion for the first quarter compared to'the Php 1.7 billion reported last
year. The Company alsc incurred hlgher nét-othier expenses coming from interest expenses on its
short-term loans. Net incormie after tax stood at Php 0.7 billion: giving earnings per share of Php 0.11.

Financial Position
The Group’s financial position has remained healthy with very fiquid cash positicn and strong asset
utilization ratio as it still continues to generate high revenues, Total assets stood at B37.3 billion, 5%
hlgher from end 0§ 2017;
Cash Flow Generation

The Group’s cash requirements have been mainly sourced through a mix of cash flow from finanging
and opérating activities. Please fefer to the attached statement of cash flow for more details.

Key Performance Indicators

The comparatwe fi nancial KPI's of the Group for the periods ended March 31,2018 and 2017 were &s
follows:

For the period
ended March 31
. Financial KPI Definition 2018 2017
Profitability
Net.Income N
Return on Equity (ROE) Ave. Total Shareholders' 3.1% 3.5%
Equiity
- Net Income a0
. - — 1.8% 2.79
Return on Asset (ROA) Average Total ASsels 1.6% 7%
Efficiency _ o
ERITDA Margin Operating EBITDA 14.6% 19.0%
: Net Sales
Liguidity
o Net Financial Debt (Assét) o 7 10
Gearing ‘Stockholders' Equity 18.4% {7.1%)
'EBITDA Net Interest Cover Opeating EBITDA 26.1fimes | (447.2) times
Net Intergst

SEC Form 17-Q 9



Profitability and Efficiency

‘Both profitability and efficiency indicatdrs have decredsed as compared to the same petiod of last
year due to lower incom'e-generated from operations.

Ligetidity

The Group’s liquidity position remained strong:evidenced by significant cash balance.

Notes to Financial Statements
1. Suminary of Significant Accounting Policies

These condensed consolidated interim financial statements have been prepared in .accordance
with PAS 34 Interim Financial Reporting and do not include all of the information and disclosures
required in the annual financial staternents, and shiould be read in.conjunction with the Group's
annual financial statements as at Deécémber 31, 2017.

The accounting policiés-adopied'ar_e consistent with those of the previous financial year eéxcept for.
the adoption of the following amendments effective after the reporting period ended December
31,2017

Amendments to PFRS 2, Classification-and Measurement of Share-based Payment Transactions
The amendments to PFRS 2 include:

a. Accounting for cash-séttled share-based payment transactions that contain a performance:
condition, The amendment added guidance that infroduces accounting requirements for cash-
setiled share-based paymenis that follows the same approach as used for equity-settled
share-based payments.

b. Classifiation of share-based payment transactions with net settlement features.
The amendment has introduced an exception into PFRS 2 so that a share-based payment
where ihe entity settles the share-based payment arrangement net is classified as equity-
settled in its entirety provided the share-based payment would have been classified as equity-
settled had it not included the net settlement feature.

c. Accounting for modi_ﬁcaii_uns- of 'share-based payment transactions from.
cash-settled to equity-settied: The amendment has introduced the fallowing clarifications:

» On modifications, the original liability recognized in respect of the. cash-setiled share-
based payment is derecognized and the equity-setiied share-based paymient is
recognized at the medification date fair value to the extent services have heen rendered
up to the modification date.

s+ Any difference between the carrying amount of the liability as at the modification date and’
the amount recognized in equity at the same date would be recognized.in profit and loss
immediately. '

The amendments are effective for annual periods beginning -on or after January 1, 2018 with
earlier application permitted.

The managerment of the Group. assessed that the application of the- amendments. will not have
sighificant impact on the Group's. consolidated financial statements as the Group does not have
any cash-setlled share-based payment fransactions that contain a performance condition.

SEC Form 17-Q 10



Amendments to PFRS 4, Applying PFRS 9, Financial Instruments with PFRS 4, Insurance
Confracts ' :

The amendments provide two aptions for entities that issue insurance. coniracts within the scope
of PFRS 4: ' ' '

s an aption that permits entities to reclassify; from profit or oss to' OCI, some of the income or
expenses arising from designated financial assets; this is the so-called overlay approach; and

s+ an optional temporary exemption from applying PFRS 9 for entities whose predominant
activity is issuing contracts within the scope of PFRS 4; this is the so-called deferral
approach.

The- appiication of both approaches is- optional and an entity is permitted to stop -applying them
pefore the néw insurance tontracts standard is applied. '

An entity applies the deferral approach for annual periods beginning on or. after:
January 1, 2018,

The management of the Group assessed that the.application of the amendments will not have
impact on the Group's consolidated financial statements as the Group does. not have any
insurance contracts.

PFRS 9, Financial Instruments (2014)
This standard consists of the following three phases:

Phase 1' Classification and measurement of financial assets and financial liabilities

With respect to the classificatiori and measurement under this standard, all recognized financial
assets that are currently within the scope of PAS. 39 wil be subseguently measured. at either
amoriized cast or fair value. Specifically:

o A debt instrument that (i) is held within a-business model whose objective is to collect-the
contractual cash flows and (i) has- contractual cash flows that are solely payments of principal
and interest on the principal amount outstanding must be measured at amortized cost (net of
any write down for impairment), unless.the-asset is designated at fair value through prafit-or
loss {FVTPL) under the fair value option.,

o  A.debtinstrument that (i) is held within a bugiress model whose objective is achieved both by
cotlecting contractual cash flows and selling financial assets and (i) has contractual terms of
the financial asset five rise on specified dates to cash flows that are solely payments: of
principal. and-iriterest on the principal amourit outstanding, must be measured at fair value.
through other comprehensive income (FVTOC), unless the asset is designated at FVTPL
under the fair value opticn.

o All'other debt instruments must be measured at FVTPL.

» All'equity investments are to be measured in the statemenit of financial position at fair value,
with gains and logses recognized in profit or loss except that if an equity investment is not
held for trading, an irrevocable election can be made at initial recognition to measure the.
investment at FVTOCI, with dividend income recognized in profit or loss.

This standard also contains requirements for. the clasgification and measurement of financial-
liabilities and derecognition requirements: One major change from PAS 39 relates fo the
presentation of changes in the’ fair value of a financial liability designated as at FVTPL
atfributable to changes in the credit risk for the liabifity. Under this standard, such changes are
presented in other comprehensive- income (OCI), uniless the presentation of the effect of the
change. in the liability credit fisk in OCI would. create .or enlarge an. accounting mismatch in
profit or loss. Changes in. fair value atiributable to a financial liability's. credit risk are not
subsequently reclassified to profit or loss. Under PAS 38, the entire amount of the change in
the fair value-of the financial liability designated as. FVTPL is presented in profit or loss.

The management.of the Group assessed that the application of this phase of PFRS9 will not
have a significant impagct on its consolidated -statement of financial position as its current.
financial-assets carried at-fair value are not significant.. ' '

SEC Form 17-Q 11



Loaris as well as trade receivables are. held to collect coniractual cash flows and are. expected
to give rise to cash flows. representsng solaly payments of pnnclpal and interest. Thus, the
Group expects that these will continue to be measured. at amortized cost under PFRS 9.

However, the Group will ‘analyze the confractual cash flow characteristics of those
instruments in mare detail before congluding whether all those instruments. meet the criteria.
for amortized cost measurement under PFRS 8.

Phase 2: Impajrment methodolagy

The impairment medel under this standard reflects expected credit losses; as opposed to incurfed
.oredit-losses under PAS 39. Under e impairment approach: of this standard, it is no longer
necessary for a credit event to have occurred before credit [osses_.are_reoegmzed instead, . an
entity always accounts for expected credi losses and changes in those expected credit losses

The amount of expected credit losses shouild b updated at each reporting date to reflect changes
in credit risk since initial recogrition.

PFRS 9 requires the Group to record expected credit losses on ‘all of its loans and:trade
receivables, either on a 12-month or a lifetime basis. The Group plans to apply the: simplified
appréach and record lifetime expected losses on all receivables. The Group. assessed that the
-application of this phase of PFRS 2 will not have a significant impact on its equity due to" the
unsecured nature of its loans and receivables, but it will need to perform a more detailed analysis
which considers all reasonable-and suppertable information, mcludlng forward- Iooklng elements
to determine the extent of the impact.

Phase 3: Hedge accounting.

Theé general hedge accountmg requirements. for this -standard retain the three types of hédge
accounting mechanism in PAS 39, However, greater flexibility has been introduged to the types of
transactions eligible for hedge accountmg. specifically broadening the types. of instruments that
qudlify as ‘hedging instruments and the types of risk components of non-financial items that are
eligible for hedge -accounting. In addition, the effecliveness test has. been overhauled and
replaced with the principle of ‘economiic relationships. Retrospéctive: assessment of hedge
effectiveness is no langer required. Far more disclosure reguirements. about an entity's risk
management activities have been introduced.

The Group assessed that the application of this phase of PFRS 9 will not have a significant
impact as it does not apply hedge accounting on any existing hedge re!atlonshlps

The standard is effective for.annual reporting periods beglnnlng on or after January 1, 2018.
Earlier application is perm itted.

The mahagement of the Group plans to adopt the new standard on the required effective date.
Based on. the following preliminary: assessmient, the Group expects no significant impact to its
consalidated statement of financial position..

PFRS. 15, Revenuse from Coniracts with Customers

The standard combines, enhances, and replaces specific guidance on recognizing revenue with a.
smgle standard. An entlty will Fecognize revenue to depict the: transfer of promised goods or
services to customers in an amount that reflects the consideration to which the entity expects o
be entitled'in exchange: for those goods or services.-

It defines a new five-step riodel to reéccgnize revenué fraom custormner contracts.

¢ Identify the contract(s) with a customer

» ‘dentify the performance obiigations in'the contract

« Determine’the transaction price

+ Aliocate the transaction price.to the performance obligations in the contract

» Recognize revenue wher (or as) the entity satisfies a performance obligation.

Application of thig guidance will depend on the facts and cireumstances present in'a contract with
.a customer-and will require the exercise of judgment.

SEC Form 17:Q 12



The standard is mandatory for annual reporting perieds heginning on or after
January 1, 2018. Earlier application is permitted. '

PFRS 15 establishes a new five-step modet that will-apply to revenue arising from contracts with
eustamers. Under PFRS 15, revenue is recognized at an amount that reflects the consideration to-
which an entity ‘expects to be entitled fo in exchange for transferring goods or services to ‘a
_cust_on!e_r_._ The principles in PFRS 15 provide a more structured approach to. measuring and:
recagnizing revenue,

_The new revenue standard is applicable to all entifies and will supersede. all current revenue
recognition re_qu_irements under PFRS. Either a full or modified relrospective application is
required for annual periods beginning on or after January 1, 2018.

The Group plans to d@dopt the new standard on the required effective date.
(a) Sale of goods

The Group is primaiily involved in the: delivery at a point in time of cement, aggregates and other
construction miaterials. Contracts with customers in which the sale of these' products is- generally
expected to be the only. performance obligations are not expected to have any impact on the
Group’s profit or loss. The Group expects the revenue recognition to oceur at a point in time whern
control of the asset is transferred to the cusiomer, .generally on delivery of the goods.

(b} Variable consideratian

Sorne contracts with customers provide a right of retum, trade discounts or-volume rebates.
Currently, the Group recognizes revenue from the sale of goods measured at the fair value of the
consideration received of receivable, net ‘of discounts, returns and allowarices. Such provisions:
give rise to variable consideration under PFRS 15, and will be required to be. estimated. af contract
inception.

{c) Disclosure requirements

PFRS 15 provides presentation and disclosure requirements, which afe more detailed than under
current' PFRS. The presentation requirements represent a significarit change from current practice
and significantly increases the volume of disclosures required in the cansolidated financiat
statements. Many-of the disclosure requirements in PFRS 15 are completely new. The Group is
currently assessing the changes it needs to make in its current systems, internal.controls, policies
and proceduras in order to callect and disclose the required information.

Amendments to PFRS 15, Clarifications fo PFRS 15

The amendments in the standard addresses ihwee topics namely identifying performance
obligations, principal versus: agent considerations, and licénsing and provide:some transition relief
for modified centracts and completed contracts.

a Added a clarification that-the objective of the assessment of a promise to transfer goods or
services. to a customer fs to determine whether the nature. of the promise; within the context of
the contract, is to fransfer each of those goods or-services individually or, instead, to transfer a
eombined ftem or items to-which the promised goods or services are inputs.

o C_Ia_riﬁ_cation on how to assess conftrol in in determining whether a party providing goods or
services'is a principat or an agent '

s Clarification on when an entity's activities significantly affect 'fhe intellectual properly by
amiending the application guidance.

The' _s_tandérd_ is .mandatory for annual reporting periods beginning on or after
January 1,2018. Earlier application is. permitted.

The management of the Group assessed that the application of the amendments will not have an
impact on the Group's. consolidated financial statements as the Group does not have complex
revenue transactions.

PIC Q&A No, 2016-D4, Application of PFRS'15 "Revenue from Contracts with Customers™ on
Sale of Residential Properties under Pre-Completion Contracts
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Th_is interpretation ‘applies o the  accounting for revenue from the sale of a residential property
urdt- under pre-completion stage (i.e., construction is on-going or has not yet comimenced) by a
real estate developer that enters into a Contract fo Sell (CTS) with.a buyer, and the deveidper has
determined that the contract is within the scope of PFRS 15 by satisfying all the criteria in
‘paragraph 9 .of PFRS 15. ' . '

'Thils interpretation does not deal with the accounting for other aspects of real estate sales such as
variable considerations, financing components, commissions and othér contract costs, timing of
sales of completed properties, efc.

The interpretation is effective on the same date as the effective date of PFRS 15, Revenue from
-Contracts with Customers

The management of th_e_ Group -does. not anficipate. that the applicat_ion_ of the new accounting
standard will have an impact on the ‘Group's-consolidated financial statements as the Group does
ot seil any residential properties.

PFRS 18, Leasss

This standard specifies how a PFRS reporter will recognize, measure, present and disclose
leases. it provides. a single-lessee accounting. model, requiring lessees o recognize assets and
liabilities for all leases unless the lease term is 12 months or less or the underlying asset has a
low value. '

A contract is, or contains, a iease:f it conveys the right o conirol the use of an identified asset for
‘a period ‘of time in exchange for considaration. Control is conveyed where the customer has both
the right 1o direct the identified asset's usé and to obtain substantizlly all the economic bénefits
from that: use. An asset is typically identified by being explicitly specified in a contract, but an
asset can also be identified by being- implicifly specified at the time it is made available for use by.
the cusiomer.

Lessars continue to classify leases as operating or finance, with PFRS: 18's approach to lessor
accounting substantially unchanged from its predecessor, PAS 17,

The_standa'r_d is effective for-annual reporting periods beg’ih_ning on or gfter January 1, 2019.
Earlier-application is permitted only if PFRS 15, Revenue from Confracls with Customers, is also
adopted. -

The management of the Group is stili evaluating the impact of the new standard.

Annual improvements to PFRSs 2014-2017 Cycie

The annual improvements a'ddressthe_following'issues:

Amiendrients to PFRS 1, Firsi-time Adoption of International Financial Reporting Standards.

The amendments include the deletion of short-term exémptions stated in the appendix of PFRS 1,
because they have now. served their intended purpose. The amehdments are effective for annual
periods beginning on or after January 1, 2018 with earlier application permitted.

Amendments to PAS 28, Investments in Associates and Joint Ventures
The amendments. clarify. that the.election to measure -at fair value. through profit or loss an
investment in an associate or a jeint vénture that is Reld by an entity that is a venture capital

organization, or other qualifying entity, is available for each investment in an-associate or joint
venture oni‘an investmeént-by-investment basis; upon initial recognition:
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‘The ame_n_dment_s are .eff.e_ctive for annual periods beginning on or after January 1, 2018 with
eariier application permitied.

- The management-of the Group assessed that the application of the. amendments will not have an
impact on the Graups consolidated financial stateménts as the Group is. neither a first time.
adopter of IFRS nor a venture capital organization. Furthermore, the Group does not have. any
associate or joint: vemure that is-an investment entity.

Amendments 1o PAS 40, lnvestiment Property - Transfers of investment Property
The-amendments in Transfers of investment Property (Amendments to-|AS 40) are:

» Stating that an entity shall transfer.a property to, ar from, investment property when, and only
when, there'is evidence of a change'in use. A change of use accurs if property meets, or
cedses to meet, the definition of investmant property. A change in management's. intentions
for the use of a property by itself does riot constitute evidence of a change in use.

e The list of evidence in paragraph 57(a) - (d) was designated. as non-exhaustive list of
examples:instead of the previous exhaustive list

‘The amendments are -effective for- periods beginning on or after January. 1, 2018. Eatlier
-application is permitted.

The management of the Group assessed that the application of these amendments may have an
impact on the Group's. consolidated financial statements in future periods should -there be ‘a
change in use of any of its properties.

Philippine Interpretation |FRIC 22, Foreign Cumency Transactions and Advance Consideration

The mterpretatlon covers foreign cufreney transactions when an entity recognizes a non-monetary
asset or non-monetary !lablhty arising from. the payment or receipt of advance cornisideration
befare the ‘entity recognizes the related asset, expense or income. It does’ not apply when an
entity measures the retated asset, expense or income on initial recognition at the fair value-of the
¢consideration received or paid at a date-other than the date of initial recognition of the nan-
monetary asset or non-monetary liability.

The interpretation is effective for periods beginning on or after January 1, 2018 Earlier applibatit:n
is permitted. '

The management of the Group assesssd. that the application of the amendments will not have an
impact on the Group's consofidated financial statements. This is because the: Group already
accounts for the transactions involving the payment or receipt of advance consideration in.a
foreign currency in a way that is consistent with the-amendments.

New Accounting Standards Effective after the Reporting Period Ended Deceniber 31, 2017 -
Adoptsd by FRSC but pending publication by the Board of Accountancy-

The Group. will adopt the following once became effective.
PFRS.9, Prepayment Features with Negative Compensation
The amendmentis include:

Changes.regarding symmetlric prepaymment options

Under the current IFRS 9 requirements, the SPP)-condition is not met if the lender has to' make a
setfiement payment in the event of termination by the borrower (also referred to as early
repayment gain).

Prepayment. Features with Negative- Compensation amends the existing reguirements in [FRS'9
regarding termination rights in order to allow measurement at amortized cost (or, dependmg on
the business model, at fair value through other comprehenswe income) even in the case of
negative compensaiton payimerits,

Under the amendments; the sign of the prepaymefit. amount is not relevant i;e: depending on the
interest rate prevailing at the time of termination, a payment may aiso be made in favor-of the:
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;:or__itracﬁ_ng. party effecting the early repayment. The calculation of this compensation payment
must be the same for. both the case of an early repayment penalty and the case of an early
repayment gain, ' . -

Clarification regarding the modification of financial liabilities

The final amendmants also contain & clarification regarding the -actouriting for a’ modification or
exchange of a_financial Hability measured at amortized cost that does not result in the
derecognition of the financial liability. The IASR clarifies that an entity recognizes any adjustment
to the amartized cost of the financial fability arising from a modification or exchange in profit or
loss at the date of the modification or exchange. A retrospective change of the .accounting
treatment may therefore become:necessary if in the past the effective interest rate was adjusted
and not the amortized cost amount. ’ B

The amendments are effective for periods beginning on or after January 1, 2019, Eartier
application is permitted.

The management of the Group does. not anticipate that the amendmenits will have a significant
impact on the. Group’s consolidated. financial statements as the Group does not have complex
financial instruments.

PAS 28, Long-term Interests in Associates and Jaint Ventures
The amendments:are:.

Clarification that. an ‘entity applies PFRS 9 inciuding fts impairment requirements,
to long-term interests in‘an associate or joirit venture that form part of the net.investment in the:
associate or joint venture-but fo which the equity method is not applied.

The amendment is effective: for periods beginni'ng_ ‘on or after January 1, 2019,
Earliaf application is. permitted.

The management of the Group does not anticipate that the amendments will have a significarit
impact.on the Group's consolidated financial statements as the Group does not have long-term
interests in associates or joint ventures.

IFRIC 23, Uncertainty over income Tax Treatments -

This interpretation appiies: in .deterrhining. the taxable profit (tax loss), tax bases, -unused tax
fosses, unused tax credits-and tax rates, when there is uncertainty over income tax treatments
under PAS 12, Income Taxes.

An entity has to consider whether it is probable that the relevant autherity will accept each tax
treatment, or group-of tax treatments, that it used or plans to use in its income tax filing.

+ Ifthe entity concludes that.it is probable that-a particular tax treatment is acceptad, the entity
has to determine taxable' profit (tax loss), tax bases, unused fax losses, unused tax credits-or
{ax rates consistently with the tax treatment included in s incomé tax filings.

« If the entity concludes that it is not probable that a particular tax freatment is accepted, the
entity has to ‘use the most likely amount or the expected. value of the tax treatment when
determining taxable profit (tax loss), tax bases, unused tax losses, unused 1ax credits and tax
rates. The decision should be based .on which method provides better predictions of the
resalution of the uncertainty.

An'entity has to teassess its judgements and estimates if facts and circumstances change.

The interpretation is effective for annual reporting periods beginning on or after January 1, 2019.
Earlier application is permitted.

The management of the Group is still evaluating the impact of the new Interpretation on the
Group's determination of taxable profitfloss, unused tax losses, unused tax credit and tax rate.

2. Seasonality Aspects of the Business
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Like any other company in the construction. mdustry, the operations of the Group are affected by
seasonality. Net sales are generally higher in dry months from February to May and lower during
the rainy months of June to-November. Low sales are also experienced during December due-io
hofidays untif early January. Unpredictable weather could also significantly affect sales and
profitabifity compared to previous -periods coupled with any unforeseen circumstances like
disruptions in productions.

3. Financial Risk Management Objectives and Policies

General Risk Management Approach

'The Group is exposed to varicus financial risks, which include the effect of changes in debt
structure, equity market prices, foreign currency exchange rates and interest rates. The Group's
overall nsk management pregram focuses an the unpredictability of financial markets and seeks
‘to minimize potential and adverse effects on the financial performance of the Group. The Group
does: not enter-into.other derivative ar financial transactions which are unrelated 1o its operating
business as a risk-averse-approach is pursued.

Financial risk:management of the Group is govemned by palicies approved by management: It
provides principles for overall risk-management, .as well as. policies covering specific risk areas
such as interest rate risk, foreign exchange fisk, counterparty risk, use of derivative financial
instruments and.investing-assets in excéss of liquidity requirements.

The Group’s principal financial instruments, other than derivatives, - consist of cash and cash
eguivalents arid notes payable.. The main purpose of these financial instruments is to raise funds
far the Group's operations. The Group also has various other financial assets and liabilities such
as trade and other receivables, advances o employees, guarantee deposits, restricted cash and
trade and other payables which arise directiy from operations.

The main risks arising from the Group's financial instruments. are market rl'sks
(which include foreign currency. ‘risk and interest rate risk}, crédit risk and liquidity rigk. The Board
of Directors (BOD) reviews and approves the poficies for managmg each of these risks and they
are.summarized below. The Group's accounting policies in relation to financial insttuments are
‘'set out in Note 5 to t_he consolidated financial statements.

‘Market Risks

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

Foreign Currency Risk’

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

The Group has foreign exchange. exposures arising primarily from purchases of goods and
services and debt servicing requirements.in currencies other-than the _Philippine Peso that leads
to currency translation éffects. As of March 31, 2018, there are no revenues denominated in
currencies other than the Philippine Peso.

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

As of March 31, 2018, the Graup ‘had.minimal assets and liabilities: exposed to foreign currency
risks..

interest Rate Risk-
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Interest rate risk is the risk that future .cash flows from & fi nancial instrumant {cash. flow interest
rate risk) or its fair value (fair value interest rate risk) will fluctuate because of-changes in market
interest rates.

The Group is exposed to fluctuations in financing costs and market vatue movements of its debt-
portfolic related to changes in market interest rates: The Group's interest rate exposure is mam!y
addressed through the steering of. the fixedfloating ratio of net debt. To manage this mix, the
Group may enter into derivative transactions, ‘as appropriate. As at March 31, 2018 and 2017 the
Group-has minimal exposure te interest rate risk.

Credit Risk_

Credit risk is the risk that counterparties: may not be able to settie their obligations as agreed. To
manage this risk; the Group pericdically assesses the financial reliability of customers,

The Group constantly monitors its- eredit risk- exposures. Counterparties to financial instruments
consist of a large number of major financial institutions. The Group does not expect any
counterparties to fail in meeting their- obllgatlons given their hlgh credit ratings. In addition, the
Group has no significant concentration of credit risk with any single counterparly or group of
counterparties.

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

The Group trades only with recognized, credit-worthy third parties. It is the Group's policy that all
third-party customers who wish to trade on credit terms are’ subject -to credit verification
precedures. In addition, receivable balances are monitored on an ongomg basis to reduce the
Group’s éxpasure to bad debts to minimal.

With respect to crédit risk arising from the other financial dssets: of the Group, which consist of
due from related parties; advances fo employees, available for sale (AFS) financial assets, and
guarantee and refundable deposits, the Group's exposures arise from defauit of the counterparty,
with a maximum exposure gqual to the carrying amount of these instruments.

Liquidify Risk

Liquidity risk is. the risk that the Group will encounter difficulty in raising funds to meet its
contractual obligations and commitrnents. The seasonafity of revenue generation exposes. the
Group to-shortage of funds during slack seasan and may result in payment defaults of financial
commitments. The Graup monitors this risk using a recurring liquidity planning tool. This fool
‘considers the maturity of both its financial assets and projected cash flows. from operations. Thé
Group's objective is-fo maintain a balance between cantinuity. of funding and flexibifity through-the
use of bank credit facilities, finance. leases and purchase contracts. it is fesponsible for its own
cagh surpluses and the raising of loang to cover cash defieits, subject to policies and guidelines.
approved by management and in certain cases at the BOD ievel.

The Group maintains sufficient reservés of cash-and cash equivaléents, which are. shori-term in
nature, unused credit lines and readily available marketable securities to meet .its fHquidity
requirements at alt times. In addition, the strong eredit worthiness of the Group allows it to make
efficient use of the finanicial markets for financing purpases As at March 31, 2018, the Group has
unuiilized credit faciliies of B11.0 billion,
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Capital Management Palicy

The Group considers equity attributable to the equity holders of the Pafent ‘Company as. its
capital. The Group's objectives when inanaging capital are fo secure the Group's ongoing
“financial needs to continue as a going concern as well as to cater for its growth. targets in order to
prowde returns to shareholders . and benefits for. other stakeholders.and to. maintain a cost-
efficient and risk-optimized capital striicture.

‘The Group manages the capital structure, and makes adjustments to it in light of the changes in
economic conditions, its business- activities, investment and expansion program and the risk
characteristics of the underlying assets. In order to maintain or adjust the capitai structure; the
Group may adjust the amount of dividends paid to shareholders, return capital to shareho[ders
isstie new shares, or sell assefs to reduce debt.
The Group monitors capital, among others, on the basis of gearing ratio.

4. Financial Assets and Liabilities

Eair Value of Financial [nstruments

The -estimated fair value of each class of the- Group's financial instruments, is equal to their
-carrying amount as ‘at December 31, 2017 and 2016. The following methods and assumptions
are used fo estimate the fair value of each class of financia instrument for which-it is practicable
to estimate such value:

Cash and Cash Equivalents, Trade and Other Receivables; Advances fo Employees, Restricted
Cash, Short-term Financial Receivable, Loans Payable and Trade and Other Payables. Due o
the short-term nature of the transactions, the fair values: of these instruments approkimate the
con‘espondmg carrying values as af end of each reporting period.

Derivative Liabilities. The- fair values of the: embedded. currency forwards. with notional-amount of
UUS$4.6 million are calcutated by reference to current farward exchange.

AFS Financial Assefs. The fair values of publicly traded instruments are determined by reference
to quoted market prices as at the end of each reporting period. Investments in unquoted equity
‘securities are carried at cost, net of any impairment.in value.

Long-ferm Financial Receivable and Guarantee Deposits. These are carned at-cost, less any
impairment in value, which approximates their fair values calculated using the discounted cash

flows method..
Fair Vaitie Hierarchy

As at March 31, 2048 and December 31, 2017, the Group's finaricial instruments méasured at fair
vatue includs only the quoted eqwty secunﬂes classified as AFS financial assets {Lavel 1).

As at March 31, 2018 and December .31, 2017, the Group dees not have financiat instruments
whose fair values are determined using inputs that are nct based on observable market data
(Level 3). There were no reclassifications made- between the. different fair value hierarchy levels
in 2018.and 2017.
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§. Segment Reporting

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

For management purposes, the Group is organized into activities based on their products-and has
two segments, as foliows:

e Clinker and Cement segmént, which manufactures and sells ciinker and cement for both
domestic and export customers; and

s Other Construction Materials and services segment, which includes operations from the RMX.
Business, Helps-U-Buiid-Better (HUBB), Specialty Products and Aggregates Trading.

Management monitors the operating results of its business segments for the purpose of making
decisions about resource allocation and performance. assessment. Segment performance is-
based on operating EBITDA and is measured consistently with consolidated net income in the
corisolidated statement of profit or loss and other comprehensive income. However, the Group's
finance incame and charges and income taxes ate managed oni a group basis, and are not:
allocated to operatlng segments, Transfer prices between operating segments are on an armi's
length basis similar to transactions with third parties.

Segment revenues; EBITDA, assets and liabilities as at March 31, 2018.and 2017 are presented.

below:
2018
Adjustments
Clinker and and
cement Others Total eliminations Consolidated
{In Thousans) '

Revenue: B _ _ N _ _
External customers ?8,199.451 P349,791 P8,549,242 £54,912 8,604,154
Inter-segment 118,150 - 118,150 '{118,150) -

P8,317,601  P349,791 £8,667,392 (P63,238) #8,604,154

Operating EBITDA 1,434,021 £92,694 P1,526,715  (P273,526) P1,253,189

Segment assets 29,250,219 143,877 29,364,096 7.861,929. 37,256,025

Sagment liabilities ‘7.585,594 324,403 7,909,997 6,280,447 14,200,444

2017
Adjustments
Clinker and - and _
cement QOthers Total  eliminations.  Consolidated
(in Thousands)

Revenue: ) o ) o o
External customers B8,242,264 P565,987  P8,808,251 B31,955 8,840,206
Inter-segment 227,776 - 227,776 (227,776} -

8,470,040 B565,987  R9,036,027 (#195,821) 8,840,206 -

Operating EBITDA B2,316,273 R48,754 P2,365027  (P6B3410) P1,681,617

Segment assets 26,494,518 800,526 27,295,042 7,397,897 - 34,692,939

Segment liabilities 5,846,705 442 1 71 6,288,876 1,205,003 7,493,879

" Chief opérating decision maker is composed of the Group's Executive Committes
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6.

Retained Earnings

The BOD did not declare any cash dividends. during the quarter.

Interim Disclosures

The Group is not aware of the Tollowing or is not applicabie to the -Group"s interim aperations:

1.

10..

11.

12.

13.

14.

Unusual items that materiatly affect the Group's consolidated assets, liabilities, equity; néet income
or.cash flows because of their nature, size orincidents.

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

issuances and repurchases of equity securities.

Material changes jo contingent labilities or contingent assets since the last annual balance sheet
date.

Existence of mateﬁai contingencies ‘and other evenis of kransactions that are material to an
understanding of the-current interim period.

Known frends, demands, commitments,. events: and unc_ertgihties that will result in or likely to
decrease its liquidity in any material way. The Group does not anticipate having within the next
twelve (12) months any cash-flow or liquidity problems nor does it anticipate any default or breach

-of any of its existing notes, loans, leases, other indebtedness or financing arrangements-requiring

it to make payments.

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

Material off-balance sheet transactions, arrangg;_men't's, abligations (direct .or contingent), and
other relationships- of the Group with unconsolidated entities or other persons created during the
year.

Material commitments for capital expenditures.

Known trends, events or uncertainties that have had or that are reasonably expected {o have a
material favarable impact on net sales/revenues/income from. continuing operations.

‘Significant elements of income or loss that.did not arise from the Group's centinuing operations.

Material events. subsequent to end of the reporting period that have not been reflected in this
faport.

Material changes in the composilion of the Group, including any business combination,
-acquisition or disposal of subsidiaries'and long-term investments, restructurings and discontinuing
operations.

Any seasonal aspect that had a material effect.on the'ﬁnanc’ial condition or results of operation.
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Material Changes in Balance Sheet Accounts

14% decrease in Cash and cash equivalents:
{\namlly due to lower cash from operations and higher capital expenditure net of proceeds from short-
arm Joans.

12% increase in Trade and other receivabies - net
Primarily due to hlgher cement sales. outstandmg atthe end of quarter compared with year-end.

8% increase in inventories
The increase was driven by higher clinker and cement production volume and fuel costs. Spare parts
also increased due to scheduled plant shutdowns during the quarier.

1,899% increase in Short-ter financial receivables
Mainly due to short-term intercompany financial receivable entered with one of its holding cempany.
57% inirease in Other cuirent assels

Increase in advance payment to suppliers for time-chartered vessels, prepayments for real property
rental, other business taxes, and deferred expenses.

17% increase in Intangibles - net
Increase was mainfy due to-additional iftangible asset net of amartization recognized for. the period.

18% increase in L oan payables' _
Due to additional short-term. loan agreement with an external party.

-479% increase in Income tax payable
Mainly due to additional taxable income for the penod -and outstanding tax payable from previous

year's net income.

66% increase in Other reserves
Due to accrual of share-based remuneration for the peried.

9% increase in Retained earmings
Due to net profit recognized for the period.
Material Changes in Income Statement Accounts

9% decrease in Depreciation and amorization: _
Mainly due to disposal of property, plant' and equipment under RMX business in 2017.

144% tlecrease in Otherincome (expenses} -.net
Mainfy-dueto higher interest expenses recognized during the period from emstlng shart-tarm loan
payables offset by the increase in undistributed earnings from associates.

49% decrease in Provision for income tax
Due to lower taxable income for the first quarter of the year.

11% increase. in Noncontrofling interest in net income
Increase was mainly due to higher profit of subsidiaries compared. to same period last year.
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‘Holcim Philippines, Inc. and:Subsidiaries
Schedule of Financial Soundness Indicators

For the three {3) Months
Ended March 31

Financial KPI Definition ' 2048 2017

Currenit/Liguidity ratio

Current Ratio Current Assats 87.4% 154.1%
Current Liabilities
Solvency ratio/Debi-to-equity ratio _
) Net Financial Debt {Asset)
Gearin . . - 6.49 7.19
g Stockholder's Equity 16.4% (7:1%)
Asset to Equily Rafios:
Asset ta Equiity Ratio/ Total Assets - :
§ o 1.6% 8%
Equity Multiplier Steckholder's Equity 161.6% 127.6%

Interest Rate Coverage Ratio

Income befare Tax
Net Iriterest

Interest Rate Coverage 18.7 times: | (371.9) times

Profitability Ralios_

Net Income
Average Total Assets

Return on Assets 1.9% 2.7%

Net Income
Average Total Equity

Retum on Equity 3.1% 3.5%.

SIGNATURES

Pursuant to the requirenients of the Securities Regulation Code, the issuer has duly caised
this report to be signed on its-behalf by the undersigned thereunie duly autharized.

-HOL.CiM PHILIPPINES, INC.

Jesflsa Natividad L. Rojas
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PART I- FINANCIAL INFORMATION

Item 1. Financial Statements.

Exhibit | — Consolidated Balance Sheets as of June 30, 2018 and December 31, 2017

Exhibit Il — Consolidated Statements of Income for the quarters ended June 30, 2018 and
2017 and for the six (6) months ended June 30, 2018 and 2017

Exhibit 11l — Consolidated Statements of Comprehensive Income for the quarters ended
June 30, 2018 and 2017 and for the six (6) months ended June 30, 2018 and
2017

Exhibit IV — Consolidated Statements of Changes in Stockholders’ Equity for the six (6)
months ended June 30, 2018 and 2017

Exhibit V — Consolidated Statements of Cash Flows for the six (6) months ended June 30,
2018 and 2017

Exhibit VI — Aging of Trade and Other Receivables as of June 30, 2018
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HOLCIM PHILIPPINES, INC.

CONSOLIDATED BALANCE SHEETS
As of June 30, 2018 and December 31, 2017

(In Thousands)

Exhibit |

30 Jun 2018 31 Dec 2017
ASSETS
Current Assets
Cash and cash equivalents P2,482,325 B1,945,797
Trade and other receivables — net 3,651,114 3,439,049
Inventories 5,387,171 3,800,792
Short-term financial receivables 550,600 37,048
Other current assets 1,372,818 798,510
Total Current Assets 13,444,028 10,021,196
Noncurrent Assets
Investments 4,514,029 4,468,357
Property, plant and equipment — net 17,903,825 17,599,838
Goodwill 2,635,738 2,635,738
Intangibles — net 28,132 28,714
Deferred tax assets — net 467,660 455,242
Other noncurrent assets 395,761 378,487
Total Noncurrent Assets 25,945,145 25,566,376
39,389,173 35,587,572
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
Loan payables 4,447,523 4,177,902
Dividends payable 2,663,635 10,423
Trade and other payables 9,748,581 7,852,319
Income tax payable 452,822 265,684
Total Current Liabilities 17,312,561 12,306,328
Noncurrent Liabilities
Retirement benefits liabilities 792,262 845,154
Provisions 73,712 81,342
Total Noncurrent Liabilities 865,974 926,496
Equity Attributable to Equity Holders of Parent
Capital stock 6,452,099 6,452,099
Additional paid-in capital 8,476,002 8,476,002
Remeasurement loss on retirement benefits - net (350,987) (350,987)
Other reserves 457 (1,430)
Retained earnings 6,626,882 7,773,468
21,204,453 22,349,152
Noncontrolling Interest 6,185 5,596
Total Stockholders' Equity 21,210,638 22,354,748
P39,389,173 P35,587,572
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Exhibit 1

HOLCIM PHILIPPINES, INC.
CONSOLIDATED STATEMENTS OF INCOME
For the quarters ended June 30, 2018 and 2017
And for the six (6) months ended June 30, 2018 and 2017
(In Thousands, Except Per Share Data)

Quarter Ended
Apr-Jun 2018 Apr-Jun 2017

Six (6) Months Ended
Jan-Jun 2018 Jan-Jun 2017

Net Sales P10,146,808 P8,557,279 P18,750,961 B17,397,486
Cost of sales 8,021,901 6,105,783 14,842,033 12,753,589
Gross Profit 2,124,907 2,451,496 3,908,928 4,643,897
Operating expenses 610,021 471,429 1,140,854 982,213
Operating EBITDA 1,514,886 1,980,067 2,768,074 3,661,684
Depreciation and amortization 295,124 320,146 595,892 648,949
Profit from Operations 1,219,762 1,659,921 2,172,182 3,012,735
Other income (expenses)
Net financial income
(expense) (26,873) 15,345 (77,750) 18,759
Other income (expense) 29,468 13,543 60,390 55,788
Total 2,595 28,888 (17,360) 74,547
Profit before Income Tax 1,222,357 1,688,809 2,154,822 3,087,282
Provision for income tax
Current 370,100 472,799 603,494 948,380
Deferred (11,780) 54,992 (12,599) 38,316
358,320 527,791 590,895 986,696
Profit for the Period 864,037 1,161,018 1,563,927 2,100,586
Noncontrolling interest (392) (370) (631) (585)
Profit for the Period
Attributable to Equity
Holders of the Parent
Company P863,645 P1,160,648 P1,563,296 2,100,001
Basic/Diluted Earnings
Per Share (EPS)
Computation of EPS:
(a) Profit for the period
attributable to Equity holders
of the parent company P863,645 P1,160,648 P1,563,296 P2,100,001
(b) Common shares issued
and outstanding 6,452,099 6,452,099 6,452,099 6,452,099
EPS [(a)/(b)] P0.134 P0.180 P0.242 P0.325
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Exhibit 111

HOLCIM PHILIPPINES, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the quarters ended June 30, 2018 and 2017
And for the six (6) months ended June 30, 2018 and 2017
(In Thousands)

Quarter Ended
Apr-Jun 2018  Apr-Jun 2017

Six (6) Months Ended
Jan-Jun 2018 Jan-Jun 2017

Profit for the Period P864,037 P1,161,018 P1,563,927 P2,100,586
Other Comprehensive
Income 944 1,258 1,887 2,201
Total Comprehensive
Income P864,981 P1,162,276 P1,565,814 P2,102,787
Attributable to:
Equity holders of
Parent Company P864,631 P1,157,859 P1,565,225 P2,094,796
Noncontrolling interest 350 4,417 589 7,991
P864,981 P1,162,276 P1,565,814 P2,102,787
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HOLCIM PHILIPPINES, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

For the six (6) months ended June 30, 2018 and 2017

(In Thousands)

Jan-Jun 2018

Exhibit IV

Jan-Jun 2017

Capital Stock
Common Stock

Balance at beginning of period P6,452,099 6,452,099
Issuances (Retirement) - -
Balance at end of period 6,452,099 6,452,099
Additional Paid-in Capital
Balance at beginning of period 8,476,002 8,476,002
Issuances (Retirement) - -
Balance at end of period 8,476,002 8,476,002
Other comprehensive loss (350,987) (79,978)
Other reserves 457 (3,631)
Retained Earnings
Balance at beginning of period 7,773,468 11,409,043
Cash Dividends (2,709,882) (6,323,057)
Profit for the Period 1,563,296 2,100,001
Balance at end of period 6,626,882 7,185,987
Noncontrolling Interest 6,185 6,301
£21,210,638 P22,036,780
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HOLCIM PHILIPPINES, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the six (6) months ended June 30, 2018 and 2017

(In Thousands)

Jan-Jun 2018

Exhibit V

Jan-Jun 2017

Operating Activities

Profit before Income Tax P2,154,822 P3,087,282
Adjustments to reconcile profit to cash
Depreciation and amortization 595,892 648,949
Other items (net) (524,479) (1,144,429)
Changes in current assets and liabilities (613,621) (480,912)
Cash provided by operating activities 1,612,614 2,110,890
Investing Activities
Net additions to plant, property and equipment (861,114) (479,318)
Increase in other investing activities (22,159) (629,270)
Cash used in investing activities (883,273) (1,108,588)
Financing Activities
Proceeds from short-term loan 2,400,000 -
Payment of short-term loans (2,078,208) -
Increase in short-term financial receivables (701,964) -
Decrease in short-term financial receivables 184,653 -
Cash used in financing activities (195,519) -
Net increase in cash and cash equivalents 533,822 1,002,302
Cash and cash equivalents, beginning 1,945,797 2,125,116
Effect of exchange rate changes on cash and cash
equivalents 2,706 2,673
Cash and cash equivalents, end P2,482,325 P3,130,091
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HOLCIM PHILIPPINES, INC
Aging of Trade and Other Receivables
As of June 30, 2018
(In Thousands)

Exhibit VI

Total Current 1-30 days 31-60 days Over 60 days
Trade Receivables B2,315,560 PR2,250,059 R6,023 R17,532 R41,946
Other Receivables 1,560,622 88,859 3,722 11,091 1,456,950
Total 3,876,182 PR2,338,918 R9,745 P28,623 21,498,896
Allowance for
Doubtful Accounts (225,068)
Net Receivables R3,651,114
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of
Operations

Results of Operations

Market remains strong still largely driven by infrastructure projects as government rolls out its new
projects planned for this year. For the quarter, the Company’s net sales improved by 18% from the
same period last year and registered double-digit growth compared with three previous quarters of
decline driven by higher cement and aggregates volumes, net of lower cement prices from aggressive
market competition, and lower sales from other associated businesses. This growth in volumes
resulted to total net sales of Php18.8 hillion, higher by 8% as compared to Php17.4 billion reported in
the same period last year.

Company’s production volumes as of the first half of the year were also better compared to the same
period last year arising from improved productivity across all plants. However, cost of sales was
higher driven by increasing cost of fuel, power and distribution coupled with the impact of peso
depreciation on imported production inputs. The Company achieved a total operating EBITDA of
Php2.8 billion for the first half compared to the Php3.7 billion reported on the same period last year.
The Company also incurred other expenses largely from interest expenses on its short-term loans.
Net income after tax stood at Php1.6 billion giving earnings per share of Php0.24.

Financial Position
The Group’s financial position has remained healthy with very liquid cash position and strong asset
utilization ratio as it still continues to generate high revenues. Total assets stood at B39.4 billion, 11%
higher from end of 2017.

Cash Flow Generation

The Group’s cash requirements have been mainly sourced from operating activities. Please refer to
the attached statement of cash flow for more details.

Key Performance Indicators

The comparative financial KPI's of the Group for the periods ended June 30, 2018 and 2017 were as
follows:

For the period
ended June 30

Financial KPI Definition 2018 2017
Profitability
Net Income
Return on Equity (ROE) Ave. Total Shareholders' 7.2% 8.7%
Equity
Return on Asset (ROA) Net Income 4.2% 6.0%
Average Total Assets
Efficiency

Operating EBITDA
Net Sales

EBITDA Margin 14.8% 21.0%

Liquidity
Net Financial Debt (Asset)
Stockholders' Equity

Gearing 11.8% (12.0%)

Operating EBITDA
Net Interest

EBITDA Net Interest Cover

34.5 times (617.7) times
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Profitability and Efficiency

Both profitability and efficiency indicators have slightly decreased as compared to the same period of
last year due to lower income generated from operations.

Liquidity

The Group’s liquidity position remained strong evidenced by significant cash balance.

Notes to Financial Statements
1. Summary of Significant Accounting Policies

These condensed consolidated interim financial statements have been prepared in accordance
with PAS 34 Interim Financial Reporting and do not include all of the information and disclosures
required in the annual financial statements, and should be read in conjunction with the Group’s
annual financial statements as at December 31, 2017.

The accounting policies adopted are consistent with those of the previous financial year except for
the adoption of the following amendments effective after the reporting period ended December
31, 2017:

Amendments to PFRS 2, Classification and Measurement of Share-based Payment Transactions

The amendments to PFRS 2 include:

a. Accounting for cash-settled share-based payment transactions that contain a performance
condition. The amendment added guidance that introduces accounting requirements for
cash-settled share-based payments that follows the same approach as used for equity-settled
share-based payments.

b. Classification of share-based payment transactions with net settlement features.
The amendment has introduced an exception into PFRS 2 so that a share-based payment
where the entity settles the share-based payment arrangement net is classified as equity-
settled in its entirety provided the share-based payment would have been classified as equity-
settled had it not included the net settlement feature.

c. Accounting for modifications of share-based payment transactions  from
cash-settled to equity-settled. The amendment has introduced the following clarifications:

¢ On modifications, the original liability recognized in respect of the cash-settled share-
based payment is derecognized and the equity-settled share-based payment is
recognized at the modification date fair value to the extent services have been rendered
up to the modification date.

¢ Any difference between the carrying amount of the liability as at the modification date and
the amount recognized in equity at the same date would be recognized in profit and loss
immediately.

The amendments are effective for annual periods beginning on or after January 1, 2018 with
earlier application permitted.

The management of the Group assessed that the application of the amendments will not have

significant impact on the Group’s consolidated financial statements as the Group does not have
any cash-settled share-based payment transactions that contain a performance condition.
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Amendments to PFRS 4, Applying PFRS 9, Financial Instruments with PFRS 4, Insurance
Contracts

The amendments provide two options for entities that issue insurance contracts within the scope
of PFRS 4:

e an option that permits entities to reclassify, from profit or loss to OCI, some of the income or
expenses arising from designated financial assets; this is the so-called overlay approach; and

e an optional temporary exemption from applying PFRS 9 for entities whose predominant
activity is issuing contracts within the scope of PFRS 4; this is the so-called deferral
approach.

The application of both approaches is optional and an entity is permitted to stop applying them
before the new insurance contracts standard is applied.

An entity applies the deferral approach for annual periods beginning on or after
January 1, 2018.

The management of the Group assessed that the application of the amendments will not have
impact on the Group’s consolidated financial statements as the Group does not issue any
insurance contracts.

PFRS 9, Financial Instruments (2014)
This standard consists of the following three phases:

Phase 1: Classification and measurement of financial assets and financial liabilities

With respect to the classification and measurement under this standard, all recognized financial
assets that are currently within the scope of PAS 39 will be subsequently measured at either
amortized cost or fair value. Specifically:

e A debt instrument that (i) is held within a business model whose objective is to collect the
contractual cash flows and (ii) has contractual cash flows that are solely payments of principal
and interest on the principal amount outstanding must be measured at amortized cost (net of
any write down for impairment), unless the asset is designated at fair value through profit or
loss (FVTPL) under the fair value option.

e A debtinstrument that (i) is held within a business model whose objective is achieved both by
collecting contractual cash flows and selling financial assets and (ii) has contractual terms of
the financial asset five rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding, must be measured at fair value
through other comprehensive income (FVTOCI), unless the asset is designated at FVTPL
under the fair value option.

e All other debt instruments must be measured at FVTPL.

¢ All equity investments are to be measured in the statement of financial position at fair value,
with gains and losses recognized in profit or loss except that if an equity investment is not
held for trading, an irrevocable election can be made at initial recognition to measure the
investment at FVTOCI, with dividend income recognized in profit or loss.

This standard also contains requirements for the classification and measurement of financial
liabilities and derecognition requirements. One major change from PAS 39 relates to the
presentation of changes in the fair value of a financial liability designated as at FVTPL
attributable to changes in the credit risk for the liability. Under this standard, such changes
are presented in other comprehensive income (OCI), unless the presentation of the effect of
the change in the liability credit risk in OCI would create or enlarge an accounting mismatch in
profit or loss. Changes in fair value attributable to a financial liability’s credit risk are not
subsequently reclassified to profit or loss. Under PAS 39, the entire amount of the change in
the fair value of the financial liability designated as FVTPL is presented in profit or loss.

The management of the Group assessed that the application of this phase of PFRS 9 will not
have a significant impact on its consolidated statement of financial position as its current
financial assets carried at fair value are not significant.
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Loans as well as trade receivables are held to collect contractual cash flows and are expected
to give rise to cash flows representing solely payments of principal and interest. Thus, the
Group expects that these will continue to be measured at amortized cost under PFRS 9.
However, the Group will analyze the contractual cash flow characteristics of those
instruments in more detail before concluding whether all those instruments meet the criteria
for amortized cost measurement under PFRS 9.

Phase 2: Impairment methodology

The impairment model under this standard reflects expected credit losses, as opposed to incurred
credit losses under PAS 39. Under the impairment approach of this standard, it is no longer
necessary for a credit event to have occurred before credit losses are recognized. Instead, an
entity always accounts for expected credit losses and changes in those expected credit losses.
The amount of expected credit losses should be updated at each reporting date to reflect changes
in credit risk since initial recognition.

PFRS 9 requires the Group to record expected credit losses on all of its loans and trade
receivables, either on a 12-month or a lifetime basis. The Group plans to apply the simplified
approach and record lifetime expected losses on all receivables. The Group assessed that the
application of this phase of PFRS 9 will not have a significant impact on its equity due to the
unsecured nature of its loans and receivables, but it will need to perform a more detailed analysis
which considers all reasonable and supportable information, including forward-looking elements
to determine the extent of the impact.

Phase 3: Hedge accounting

The general hedge accounting requirements for this standard retain the three types of hedge
accounting mechanism in PAS 39. However, greater flexibility has been introduced to the types
of transactions eligible for hedge accounting, specifically broadening the types of instruments that
qualify as hedging instruments and the types of risk components of non-financial items that are
eligible for hedge accounting. In addition, the effectiveness test has been overhauled and
replaced with the principle of economic relationships. Retrospective assessment of hedge
effectiveness is no longer required. Far more disclosure requirements about an entity’s risk
management activities have been introduced.

The Group assessed that the application of this phase of PFRS 9 will not have a significant
impact as it does not apply hedge accounting on any existing hedge relationships.

The standard is effective for annual reporting periods beginning on or after January 1, 2018.
Earlier application is permitted.

The management of the Group plans to adopt the new standard on the required effective date.
Based on the following preliminary assessment, the Group expects no significant impact to its
consolidated statement of financial position.

PFRS 15, Revenue from Contracts with Customers

The standard combines, enhances, and replaces specific guidance on recognizing revenue with a
single standard. An entity will recognize revenue to depict the transfer of promised goods or

services to customers in an amount that reflects the consideration to which the entity expects to
be entitled in exchange for those goods or services.

It defines a new five-step model to recognize revenue from customer contracts.

o |dentify the contract(s) with a customer

¢ Identify the performance obligations in the contract

e Determine the transaction price

e Allocate the transaction price to the performance obligations in the contract

e Recognize revenue when (or as) the entity satisfies a performance obligation.

Application of this guidance will depend on the facts and circumstances present in a contract with
a customer and will require the exercise of judgment.
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The standard is mandatory for annual reporting periods beginning on or after
January 1, 2018. Earlier application is permitted.

PFRS 15 establishes a new five-step model that will apply to revenue arising from contracts with
customers. Under PFRS 15, revenue is recognized at an amount that reflects the consideration
to which an entity expects to be entitled to in exchange for transferring goods or services to a
customer. The principles in PFRS 15 provide a more structured approach to measuring and
recognizing revenue.

The new revenue standard is applicable to all entities and will supersede all current revenue
recognition requirements under PFRS. Either a full or modified retrospective application is
required for annual periods beginning on or after January 1, 2018.

(a) Sale of goods

The Group is primarily involved in the delivery at a point in time of cement, aggregates and other
construction materials. Contracts with customers in which the sale of these products is generally
expected to be the only performance obligations are not expected to have any impact on the
Group’s profit or loss. The Group expects the revenue recognition to occur at a point in time
when control of the asset is transferred to the customer, generally on delivery of the goods.

(b) Variable consideration

Some contracts with customers provide a right of return, trade discounts or volume rebates.
Currently, the Group recognizes revenue from the sale of goods measured at the fair value of the
consideration received or receivable, net of discounts, returns and allowances. Such provisions
give rise to variable consideration under PFRS 15, and will be required to be estimated at contract
inception.

(c) Disclosure requirements

PFRS 15 provides presentation and disclosure requirements, which are more detailed than under
current PFRS. The presentation requirements represent a significant change from current
practice and significantly increases the volume of disclosures required in the consolidated
financial statements. Many of the disclosure requirements in PFRS 15 are completely new. The
Group is currently assessing the changes it needs to make in its current systems, internal
controls, policies and procedures in order to collect and disclose the required information.

Amendments to PFRS 15, Clarifications to PFRS 15

The amendments in the standard addresses three topics namely identifying performance
obligations, principal versus agent considerations, and licensing and provide some transition relief
for modified contracts and completed contracts.

e Added a clarification that the objective of the assessment of a promise to transfer goods or
services to a customer is to determine whether the nature of the promise, within the context of
the contract, is to transfer each of those goods or services individually or, instead, to transfer a
combined item or items to which the promised goods or services are inputs.

e Clarification on how to assess control in in determining whether a party providing goods or
services is a principal or an agent

e Clarification on when an entity’s activities significantly affect the intellectual property by
amending the application guidance.

The standard is mandatory for annual reporting periods beginning on or after
January 1, 2018. Earlier application is permitted.

The management of the Group assessed that the application of the amendments will not have an
impact on the Group's consolidated financial statements as the Group currently does not have
complex revenue transactions. However, the Company plans to review and adopt this new
standard once we have rolled-out new products and / or services as part of our commercial
strategy.
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PIC Q&A No. 2016-04, Application of PFRS 15 "Revenue from Contracts with Customers" on
Sale of Residential Properties under Pre-Completion Contracts

This interpretation applies to the accounting for revenue from the sale of a residential property
unit under pre-completion stage (i.e., construction is on-going or has not yet commenced) by a
real estate developer that enters into a Contract to Sell (CTS) with a buyer, and the developer has
determined that the contract is within the scope of PFRS 15 by satisfying all the criteria in
paragraph 9 of PFRS 15.

This interpretation does not deal with the accounting for other aspects of real estate sales such as
variable considerations, financing components, commissions and other contract costs, timing of
sales of completed properties, etc.

The interpretation is effective on the same date as the effective date of PFRS 15, Revenue from
Contracts with Customers

The management of the Group does not anticipate that the application of the new accounting
standard will have an impact on the Group's consolidated financial statements as the Group does
not sell any residential properties.

PFRS 16, Leases

This standard specifies how a PFRS reporter will recognize, measure, present and disclose
leases. It provides a single lessee accounting model, requiring lessees to recognize assets and
liabilities for all leases unless the lease term is 12 months or less or the underlying asset has a
low value.

A contract is, or contains, a lease if it conveys the right to control the use of an identified asset for
a period of time in exchange for consideration. Control is conveyed where the customer has both
the right to direct the identified asset’s use and to obtain substantially all the economic benefits
from that use. An asset is typically identified by being explicitly specified in a contract, but an
asset can also be identified by being implicitly specified at the time it is made available for use by
the customer.

Lessors continue to classify leases as operating or finance, with PFRS 16’s approach to lessor
accounting substantially unchanged from its predecessor, PAS 17.

The standard is effective for annual reporting periods beginning on or after January 1, 2019.
Earlier application is permitted only if PFRS 15, Revenue from Contracts with Customers, is also
adopted.

The management of the Group is still evaluating the impact of the new standard.

Annual Improvements to PFRSs 2014-2016 Cycle

The annual improvements address the following issues:

Amendments to PFRS 1, First-time Adoption of International Financial Reporting Standards

The amendments include the deletion of short-term exemptions stated in the appendix of PFRS 1,
because they have now served their intended purpose. The amendments are effective for annual
periods beginning on or after January 1, 2018 with earlier application permitted.

Amendments to PAS 28, Investments in Associates and Joint Ventures

The amendments clarify that the election to measure at fair value through profit or loss an
investment in an associate or a joint venture that is held by an entity that is a venture capital
organization, or other qualifying entity, is available for each investment in an associate or joint
venture on an investment-by-investment basis, upon initial recognition.

The amendments are effective for annual periods beginning on or after January 1, 2018 with
earlier application permitted.

The management of the Group assessed that the application of the amendments will not have an
impact on the Group’s consolidated financial statements as the Group is neither a first time
adopter of IFRS nor a venture capital organization. Furthermore, the Group does not have any
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associate or joint venture that is an investment entity.
Amendments to PAS 40, Investment Property - Transfers of Investment Property
The amendments in Transfers of Investment Property (Amendments to IAS 40) are:

e Stating that an entity shall transfer a property to, or from, investment property when, and only
when, there is evidence of a change in use. A change of use occurs if property meets, or
ceases to meet, the definition of investment property. A change in management’s intentions
for the use of a property by itself does not constitute evidence of a change in use.

e The list of evidence in paragraph 57(a) — (d) was designated as non-exhaustive list of
examples instead of the previous exhaustive list

The amendments are effective for periods beginning on or after January 1, 2018. Earlier
application is permitted.

The management of the Group assessed that the application of these amendments may have an
impact on the Group’s consolidated financial statements in future periods should there be a
change in use of any of its properties.

Philippine Interpretation IFRIC 22, Foreign Currency Transactions and Advance Consideration

The interpretation covers foreign currency transactions when an entity recognizes a non-monetary
asset or non-monetary liability arising from the payment or receipt of advance consideration
before the entity recognizes the related asset, expense or income. It does not apply when an
entity measures the related asset, expense or income on initial recognition at the fair value of the
consideration received or paid at a date other than the date of initial recognition of the non-
monetary asset or non-monetary liability.

The interpretation is effective for periods beginning on or after January 1, 2018. Earlier application
is permitted.

The management of the Group assessed that the application of the amendments will not have an
impact on the Group’s consolidated financial statements. This is because the Group already
accounts for the transactions involving the payment or receipt of advance consideration in a
foreign currency in a way that is consistent with the amendments.

New Accounting Standards Effective after the Reporting Period Ended December 31, 2017 -
Adopted by FRSC but pending publication by the Board of Accountancy

The Group will adopt the following once became effective.

Amendments to PFRS 9, Prepayment Features with Negative Compensation
The amendments include:

Changes regarding symmetric prepayment options

Under the current IFRS 9 requirements, the SPPI condition is not met if the lender has to make a
settlement payment in the event of termination by the borrower (also referred to as early
repayment gain).

Prepayment Features with Negative Compensation amends the existing requirements in IFRS 9
regarding termination rights in order to allow measurement at amortized cost (or, depending on
the business model, at fair value through other comprehensive income) even in the case of
negative compensation payments.

Under the amendments, the sign of the prepayment amount is not relevant, i.e. depending on the
interest rate prevailing at the time of termination, a payment may also be made in favor of the
contracting party effecting the early repayment. The calculation of this compensation payment
must be the same for both the case of an early repayment penalty and the case of an early
repayment gain.
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Clarification regarding the modification of financial liabilities

The final amendments also contain a clarification regarding the accounting for a modification or
exchange of a financial liability measured at amortized cost that does not result in the
derecognition of the financial liability. The IASB clarifies that an entity recognizes any adjustment
to the amortized cost of the financial liability arising from a modification or exchange in profit or
loss at the date of the modification or exchange. A retrospective change of the accounting
treatment may therefore become necessary if in the past the effective interest rate was adjusted
and not the amortized cost amount.

The amendments are effective for periods beginning on or after January 1, 2019. Earlier
application is permitted.

The management of the Group does not anticipate that the amendments will have a significant
impact on the Group’s consolidated financial statements as the Group does not have complex
financial instruments.

Amendments to PAS 28, Long-term Interests in Associates and Joint Ventures
The amendments are:

Clarification that an entity applies PFRS 9 including its impairment requirements,
to long-term interests in an associate or joint venture that form part of the net investment in the
associate or joint venture but to which the equity method is not applied.

The amendment is effective for periods beginning on or after January 1, 2019.
Earlier application is permitted.

The management of the Group does not anticipate that the amendments will have a significant
impact on the Group’s consolidated financial statements as the Group does not have long-term
interests in associates or joint ventures.

Philippine Interpretation IFRIC 23, Uncertainty over Income Tax Treatments

This interpretation applies in determining the taxable profit (tax loss), tax bases, unused tax
losses, unused tax credits and tax rates, when there is uncertainty over income tax treatments
under PAS 12, Income Taxes.

An entity has to consider whether it is probable that the relevant authority will accept each tax
treatment, or group of tax treatments, that it used or plans to use in its income tax filing.

o |If the entity concludes that it is probable that a particular tax treatment is accepted, the entity
has to determine taxable profit (tax loss), tax bases, unused tax losses, unused tax credits or
tax rates consistently with the tax treatment included in its income tax filings.

o |If the entity concludes that it is not probable that a particular tax treatment is accepted, the
entity has to use the most likely amount or the expected value of the tax treatment when
determining taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax
rates. The decision should be based on which method provides better predictions of the
resolution of the uncertainty.

An entity has to reassess its judgements and estimates if facts and circumstances change.

The interpretation is effective for annual reporting periods beginning on or after January 1, 2019.
Earlier application is permitted.

The management of the Group is still evaluating the impact of the new Interpretation on the
Group’s determination of taxable profit/loss, unused tax losses, unused tax credit and tax rate.

Amendments to PAS 19, Plan Amendment, Curtailment or Settlement
The amendments in Plan Amendment, Curtailment or Settlement are:

e If a plan amendment, curtailment or settlement occurs, it is now mandatory that the current
service cost and the net interest for the period after the remeasurement are determined using
the assumptions used for the remeasurement.
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e In addition, amendments have been included to clarify the effect of a plan amendment,
curtailment or settlement on the requirements regarding the asset ceiling.

The amendments are effective for periods beginning on or after January 1, 2019. Earlier
application is permitted.

The management of the Group is still evaluating the impact of the amendment.
Annual Improvements to PFRSs 2015-2017 Cycle
Amendments to PFRS 3 and PFRS 11, Previously held interest in a joint operation

The amendments to PFRS 3 clarify that when an entity obtains control of a business that is a joint
operation, it remeasures previously held interests in that business. The amendments to PFRS 11
clarify that when an entity obtains joint control of a business that is a joint operation, the entity
does not remeasure previously held interests in that business.

Amendments to PAS 12, Income tax consequences of payments on financial instruments
classified as equity

The amendments clarify that the requirements in the former paragraph 52B (to recognize the
income tax consequences of dividends where the transactions or events that generated
distributable profits are recognized) apply to all income tax consequences of dividends by moving
the paragraph away from paragraph 52A that only deals with situations where there are different
tax rates for distributed and undistributed profits.

Amendments to PAS 23, Borrowing costs eligible for capitalization

The amendments clarify that if any specific borrowing remains outstanding after the related asset
is ready for its intended use or sale, that borrowing becomes part of the funds that an entity
borrows generally when calculating the capitalization rate on general borrowings.

The amendments are effective for periods beginning on or after January 1, 2019. Earlier
application is permitted.

The management of the Group is still evaluating the impact of the amendments.
PFRS 17, Insurance Contracts

PFRS 17 establishes the principles for the recognition, measurement, presentation and disclosure
of insurance contracts within the scope of the standard. The objective of PFRS 17 is to ensure
that an entity provides relevant information that faithfully represents those contracts. This
information gives a basis for users of financial statements to assess the effect that insurance
contracts have on the entity's financial position, financial performance and cash flows.

The key principles in PFRS 17 are that an entity:

e identifies as insurance contracts those contracts under which the entity accepts significant
insurance risk from another party (the policyholder) by agreeing to compensate the
policyholder if a specified uncertain future event (the insured event) adversely affects the
policyholder;

e separates specified embedded derivatives, distinct investment components and distinct
performance obligations from the insurance contracts;

e divides the contracts into groups that it will recognize and measure;
e recognizes and measures groups of insurance contracts at:

e a risk-adjusted present value of the future cash flows (the fulfiment cash flows) that
incorporates all of the available information about the fulfilment cash flows in a way that is
consistent with observable market information; plus (if this value is a liability) or minus (if this
value is an asset)

e an amount representing the unearned profit in the group of contracts (the contractual service
margin);

SEC Form 17-Q 17



e recognizes the profit from a group of insurance contracts over the period the entity provides
insurance cover, and as the entity is released from risk. If a group of contracts is or becomes
loss-making, an entity recognizes the loss immediately;

e presents separately insurance revenue (that excludes the receipt of any investment
component), insurance service expenses (that excludes the repayment of any investment
components) and insurance finance income or expenses; and

o discloses information to enable users of financial statements to assess the effect that
contracts within the scope of PFRS 17 have on the financial position, financial performance
and cash flows of an entity.

PFRS 17 includes an optional simplified measurement approach, or premium allocation approach,
for simpler insurance contracts.

The standard is effective for periods beginning on or after January 1, 2021. Earlier application is
permitted if both PFRS 15, Revenue from Contracts with Customers and PFRS 9, Financial
Instruments have also been applied.

The management of the Group is still evaluating the impact of the new standard.
2. Seasonality Aspects of the Business

Like any other company in the construction industry, the operations of the Group are affected by
seasonality. Net sales are generally higher in dry months from February to May and lower during
the rainy months of June to November. Low sales are also experienced during December due to
holidays until early January. Unpredictable weather could also significantly affect sales and
profitability compared to previous periods coupled with any unforeseen circumstances like
disruptions in productions.

3. Financial Risk Management Objectives and Policies

General Risk Management Approach

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

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

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

The main risks arising from the Group’s financial instruments are market risks
(which include foreign currency risk and interest rate risk), credit risk and liquidity risk. The Board
of Directors (BOD) reviews and approves the policies for managing each of these risks and they
are summarized below. The Group’s accounting policies in relation to financial instruments are
set out in Note 5 to the consolidated financial statements.

Market Risks
The Group is exposed to market risks, such as foreign currency, interest rate and equity price

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

Foreign Currency Risk

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

The Group has foreign exchange exposures, arising primarily from purchases of goods and
services and debt servicing requirements in currencies other than the Philippine Peso that leads
to currency translation effects. As of June 30, 2018, there are no revenues denominated in
currencies other than the Philippine Peso.

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

As of June 30, 2018, the Group had minimal assets and liabilities exposed to foreign currency
risks.

Interest Rate Risk

Interest rate risk is the risk that future cash flows from a financial instrument (cash flow interest
rate risk) or its fair value (fair value interest rate risk) will fluctuate because of changes in market
interest rates.

The Group is exposed to fluctuations in financing costs and market value movements of its debt
portfolio related to changes in market interest rates. The Group’s interest rate exposure is mainly
addressed through the steering of the fixed/floating ratio of net debt. To manage this mix, the
Group may enter into derivative transactions, as appropriate. As at June 30, 2018 and 2017, the
Group has minimal exposure to interest rate risk.

Credit Risk

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

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

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

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

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

Liquidity Risk

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

The Group maintains sufficient reserves of cash and cash equivalents, which are short-term in
nature, unused credit lines and readily available marketable securities to meet its liquidity
requirements at all times. In addition, the strong credit worthiness of the Group allows it to make
efficient use of the financial markets for financing purposes. As at June 30, 2018, the Group has
unutilized credit facilities of R10.6 billion.

Capital Management Policy

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

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

4. Financial Assets and Liabilities

Fair Value of Financial Instruments

The estimated fair value of each class of the Group’s financial instruments, is equal to their
carrying amount as at June 30, 2018 and December 31, 2017. The following methods and
assumptions are used to estimate the fair value of each class of financial instrument for which it is
practicable to estimate such value:

Cash and Cash Equivalents, Trade and Other Receivables, Advances to Employees, Restricted
Cash, Short-term Financial Receivables, Loans Payable and Trade and Other Payables. Due to
the short-term nature of the transactions, the fair values of these instruments approximate the
corresponding carrying values as at end of each reporting period.

Derivative Assets and Liabilities. The fair values of the embedded currency forwards with notional
amount of EUR€154.8 thousand and USD$5.5 million of derivative assets and liabilities,
respectively, are calculated by reference to current forward exchange.

AFS Financial Assets. The fair values of publicly traded instruments are determined by reference
to quoted market prices as at the end of each reporting period. Investments in unquoted equity
securities are carried at cost, net of any impairment in value.

Long-term Financial Receivable and Guarantee Deposits. These are carried at cost, less any
impairment in value, which approximates their fair values calculated using the discounted cash
flows method.

Fair Value Hierarchy

As at June 30, 2018 and December 31, 2017, the Group’s financial instruments measured at fair
value include only the quoted equity securities, classified as AFS financial assets (Level 1).

As at June 30, 2018 and December 31, 2017, the Group does not have financial instruments
whose fair values are determined using inputs that are not based on observable market data
(Level 3). There were no reclassifications made between the different fair value hierarchy levels
in 2018 and 2017.
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5. Segment Reporting

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

For management purposes, the Group is organized into activities based on their products and has
two segments, as follows:

e Clinker and Cement segment, which manufactures and sells clinker and cement for both
domestic and export customers; and

e Other Construction Materials and services segment, which includes operations from the RMX
business, Helps-U-Build-Better (HUBB), Specialty Products and Aggregates Trading.

Management monitors the operating results of its business segments for the purpose of making
decisions about resource allocation and performance assessment. Segment performance is
based on operating EBITDA and is measured consistently with consolidated net income in the
consolidated statement of profit or loss and other comprehensive income. However, the Group’s
finance income and charges and income taxes are managed on a group basis, and are not
allocated to operating segments. Transfer prices between operating segments are on an arm’s
length basis similar to transactions with third parties.

Segment revenues, EBITDA, assets and liabilities as at June 30, 2018 and 2017 are presented

below:
2018
Adjustments
Clinker and and
cement Others Total eliminations Consolidated
(In Thousands)
Revenue:
External customers P17,427,459 P1,232,801 £18,660,260 P90,701 £18,750,961
Inter-segment 182,410 - 182,410 (182,410) -
P17,609,869 £1,232,801 18,842,670 (P91,709) £18,750,961
Operating EBITDA P3,406,572 P215,220 P3,621,792 (P853,718) P2,768,074
Segment assets 30,880,596 211,776 31,092,372 8,296,801 39,389,173
Segment liabilities 9,473,662 275,683 9,749,345 8,429,190 18,178,535
2017
Adjustments
Clinker and and
cement Others Total eliminations Consolidated
(In Thousands)
Revenue:
External customers B16,311,496 PB1,031,963 P17,343,459 B54,027 B17,397,486
Inter-segment 410,210 - 410,210 (410,210) -
B16,721,706 B1,031,963 PB17,753,669 (B356,183) B17,397,486
Operating EBITDA B4,528,639 B121,980 B4,650,619 (B988,935) B3,661,684
Segment assets 26,792,850 718,138 27,510,988 8,817,907 36,328,895
Segment liabilities 6,356,954 451,246 6,808,200 7,483,915 14,292,115

" Chief operating decision maker is composed of the Group’s Executive Committee
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6.

Retained Earnings

On May 18, 2018, the BOD declared cash dividends in the amount of Php0.42 per share to all
stockholders of record as of June 15, 2018 with payment date of not later than July 10, 2018.

Interim Disclosures

The Group is not aware of the following or is not applicable to the Group’s interim operations:

1.

10.

11.

12.

13.

14.

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

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

Issuances and repurchases of equity securities.

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

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

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

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

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

Material commitments for capital expenditures.

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

Significant elements of income or loss that did not arise from the Group’s continuing operations.

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

Material changes in the composition of the Group, including any business combination,

acquisition or disposal of subsidiaries and long-term investments, restructurings and discontinuing
operations.

Any seasonal aspect that had a material effect on the financial condition or results of operation.
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Material Changes in Balance Sheet Accounts

28% increase in Cash and cash equivalents
Mainly due to higher cash flows from operations net of CAPEX and loan payments.

6% increase in Trade and other receivables - net
Primarily due to higher sales outstanding at the end of quarter compared with year-end.

42% increase in Inventories
The increase was driven by higher clinker and cement production volumes and fuel purchases. Spare
parts also increased due to scheduled plant shutdowns during and in preparation for the next quarter.

1,386% increase in Short-term financial receivables
Mainly due to short-term intercompany financial receivable entered with one of its parent holding
company.

72% increase in Other current assets
Mostly from the increase in prepayments for real property and other business taxes, insurance,
rentals, time-chartered services and deferred expenses.

5% increase in Other noncurrent assets
Due to increase in guarantee deposits which was slightly mitigated by the decrease in deferred input
value-added taxes due to amortization.

6% increase in Loan payables
Due to additional short-term loan agreements with external party, associates and parent company.

25,455% increase in Dividends Payable
Due to cash dividends declared during the quarter. Refer to discussion on Retained Earnings for
details.

24% increase in Trade and other payables
Largely due to higher shipping / distribution costs, importations alongside with higher purchases of
fuels and spare parts.

70% increase in Income tax payable
Mainly due to additional taxable income for the period and outstanding tax payable from previous
year’s net income.

6% decrease in Retirement benefits liabilities
Attributable to contributions made during the period.

9% decrease in Provisions
Due to payment of tax provisions during the period.

132% increase in Other reserves
Due to accrual of share-based remuneration for the period.

15% decrease in Retained earnings

The decrease was mainly due to dividend declaration net of income recognized for the period. Refer
to discussion on Retained Earnings for details.
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Material Changes in Income Statement Accounts

8% increase in Net sales
The increase was a result of increasing demand from accelerated government construction projects.
Refer to Management Discussion and Analysis for details.

16% increase in Cost of sales
Mostly due to higher fuel, energy and distribution costs.

16% increase in Operating expenses
Driven largely by higher expenses in line with commercial strategy transformation.

8% decrease in Depreciation and amortization
Mainly due to impact from disposal of property, plant and equipment under RMX business.

123% decrease in Other income (expenses) - net
Mainly due to higher interest expenses recognized during the period from existing short-term loan
payables offset by the increase in undistributed earnings from associates.

40% decrease in Provision for income tax
Due to lower taxable income for the first half of the year.

8% increase in Noncontrolling interest in net income
Increase was mainly due to higher profit of subsidiaries compared to same period last year.
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Holcim Philippines, Inc. and Subsidiaries
Schedule of Financial Soundness Indicators

For the six (6) Months

Ended June 30
Financial KPI Definition 2018 2017
Current/Liquidity ratio
Current Ratio LUt se s 77.6% 83.0%
Current Liabilities
Solvency ratio/Debt-to-equity ratio
, Net Financial Debt (Asset)
11.8% 12.0%
Geaiing Stockholder's Equity ° ( )
Asset to Equity Ratios
Asset to Equity Ratio/ Total Assets 185.7% 164.9%
Equity Multiplier Stockholder's Equity Ra.% D
Interest Rate Coverage Ratio
Income before Tax i (520.8)
26.9 times ;
Interest Rate Coverage Net Interast S
Profitability Ratios
Return on Assets et Income 4.2% 6.0%
Average Total Assets
Return on Equity et Incoms 7.2% 8.7%
Average Total Equity

Pursuant to the requirements of the Securities Regulation Code, the issuer has duly caused

SIGNATURES

this report to be signed on its behalf by the undersigned thereunto duly authorized.

HOLCIM PHILIPPINES, INC.
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PART i- FINANCIAL INFORMATION
Item 1. Financial Statements.

Exhibit | — Consolidated Balance Sheets as of September 30, 2018 and December 31, 2017

Exhibit I — Consolidated Statements of Income for the quarters ended September- 30, 2018
and 2017 and for the nine (9) months ended September 30, 2018.and 2017

Exhibit {1 - Censolidated Statements of Comprehensive Income for the quarters ended
September.30, 2018 and.2017 and for the nine (9) months ended September
30, 2018-and 2017

Exhibit IV - Corisolidated ‘Statements of Changés in Stockholders' Equity for the nine (9)
months ended September 30, 2018 and 2017

Exhibit V — Consolidated Statements-of Cash Flows for the nine (9) months ended September
30; 2018.and 2017

Exhibit VI — Aging of Trade and Other Receivables as.of September 30, 2018
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HOLCIM PHILIPPINES, INC.

CONSOLIDATED BALANGE SHEETS
As of September 30, 2018 and December 31, 2017

{In Thousands)

‘Exhiblt |

30 Sep 2018 31 Dec 2017
ASSETS.
Current Assets.
Cash and cash equivalents B1,273,384 B1,945,797
Trade and other receivables — net 3,371,731 3,439,049
Inventories. 5,791,027 '3,800,792
Short-term financial receivables. 4,165 37,048
Other current assets 1,155,394 798,510
Total Current Assets 11,595,701 10,021,196
Noncurrent Assets.
Investments 4,484,008 4,488,357
Property, plant and equipment — net 18,325,401 17,599,838
Goodwill 2,635,738 2,635,738
Intangibles — net 27,889 28,714
Deferred tax assets — net 468,327 455,242
‘Other noncurrent assets 784,289 378,487
 Total Noncurrent Assets 26,725,652 25,566,376
38,321,353 35,587,572
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities _
Loan payables 6,885,889 4177,902
Trade aﬁ‘d other payables 9,033,018 7.862.742
Income tax payable 172,948 265,884
Total Current Liabilities 16,091,854 12,306,328
Noncurrent Liabilities
Retiremant benefits liabilities 768,099 845,154
Provisions 74,255 81,342
Total Noncurrent Liabilities 842,354 926,496
‘Equity Attributable to Equity Holders of Parent
Capital stock ' 6,452,099 6,452,099
Additional paid-in capital 8,476,002 8,476,002
Remeasurement loss on retirement benefits - net {350,987) (350,987)
Other reserves 1,400 (1,430)
Retained earnings 6,803,627 7,773,468
21,382,141 22,’349,__1_52_1
Noncontrolling Interest 5,004 5,596
__Total Stockholders' Equity 21,387,145 22,354,748
38,321,353 35,687,572
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Exhibit |1

HOI.CIM PHILIPPINES, INC.
~ CONSOLIDATED STATEMENTS OF INCOME
_For the quarters ended September 30, 2018 and 2017
And for the nine (9) months ended September 30, 2018 and 2017
(In. Thousands, Except Per Share Data)

Quarter Ended
.Jul.-S'ep 2018 Jul-Sep-2017

Nine (9) Months Ended
Jan-Sep 2018 Jan-Sep 2017

Net Sales R8516,826 P 8,264,976  P27,267,788 P25,663,801
Cost of sales 7,329,108 6,621,988 22,171,141 19575177 _
Gross Profit 1,187,718 1,642,988 5,006,647 6,088,624
Op‘.eratihg BXpenses 553,149 669,863 1,694,003 1,652,357
Operating EBITDA 634,569 973,125 3,402,644 4,436,267
Depreciation and amortization 286,295 337,295 882,187 986,244
Profit from Operations 348,274 635,830 2,520,457 3,450,023 _
Other income (expenses)
Net financial income
(expense) (40,163) (2.839) (117,913) 15,920
Other-income {expense) {30,200y 80,119 30,190 135,906
Total (70,363) 77,280 (87,723) 151,826
__Profit before Income Tax. 277,911 713,110 2,432,734 3,601,849
Provision for income {ax
Current 100,687 368,319 704,182 1,255,683
Deferred 343 7,362 (12,256) 45 678
101,030 375,681 £91,926 1,301,361
Profit for the Period 176,881 337,429 1,740,808 2,300,488
Noncontrolling interest {137) (249) (768) (834)
Profit for the Period
Attributable to Equity
‘Holders of the Parent _ _ _
Company P176,744 B337,180 1,740,040 22,299,654
Basic/Diluted Earnings
Per Share (EPS)
Computation of EPS:
(a). Profit for the period
attributable to Equity holders _ _ )
of the parent company B176,744 .R337,180 1,740,040 P 2,299,664
{b) Cormmoen shares issued
and outstanding 6,452,099 6,452,099 6,452,099 6,452,099
EPS [{a)/(b)] R0.027 20.052 20,270 R0.356
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Exhibit [11

_ HOLCIM PHILIPPINES, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
~ Forthe duarters ended.Septémber 30, 2018 and 2017
‘And for the nine (9) months. ended September 30, 2018 and 2017
' (in. Thousands)

Quarter Ended Nine (9) Months Ended

Jul-Sep 2018

Jul-Sep 2017 Jan-Sep 2018  Jan-Sep 2017

Profit for the Period P176,881 R337,429 #1,740,808 B2,300,488
Other Comprehensive - _
Income 943 1,258 2,830 2,201
Total Comprehensive
_Income B177,824 -B338,687 21,743,638 B2,302,689
Attributable to:
Equity holders of
Parént Company B 179,005 R 335,438 R1,744,230 R2,301,855:
Noncontrolling interest {1,181) 249 (592) 834
R 177,824 F338,687 1,743,638 B2,302,689
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Exhibit IV

_ HOLCIM PHILIPPINES, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
For the nine (9) months ended September 30, 2018 and 2017
In Thousands)

Jan-Sep 2018 Jan-Sep 2017
Capital Stock
Cormeon Stock
Balance at beginning of pericd B6,452,099 6,452,009
Issuances (Retirement) - -
Balance at'end of period 6,452,099 6,452,099
Additional Paid-in Capital
Balance at beginning of period 8,476,002 8,476,002.
Issuances (Retirement) - -
Balance at end of period” 8.476.,002 8,476,002 .
_Othier comprehensive loss. (350,987): (79,978)
Other reserves. 1,400 (2,687)
Retaingd Earnings _
Balance dt beginning of period 7,773,469 11,409,043
Cash Dividends (2,709,882) {6,323,087)
Profit for the Period 1,740,040 2,299,654
Balance at end of period 6,803,627 7,385,640
Noncontrolling Interest 5,004 5,341
' $21,387,145 $22,236,417
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HOLCIM PHILIPPINES, INC.

CONSOLIDATED STATEMENTS.OF CASH FLOWS
For the nine (8) months ended September 30, 2018 and 2017

{in Tnousa'nds)_

Exhibit V

Jan-Sep 2018 Jan-Sep 2017
Operating Activities
Profit before Income Tax R 2432734 B 3,601,849
Adjustments to reconciie profit-to cash
Depreciation and amortization 882,187 986,244
Other items (net) (773,008) (1,629,663)
Changes in current assets and liabilities (1,458,148) {567,310)
Cash provided by operating activities 1,083,765 2,110,890
rivesting Activities
‘Net-additions to plant, property and equipment (1,498,188) (1.112,645)
Increase in other investing activities (26,457) (62,323)
Cash used in investing activities. {1,524,645) (1,174,968)
Financing Activities _
Dividends Paid (2,653,388) (3,887,155)
Proceeds from short-term loan 5,044,775 -
Payment of shori-term loans (2,280,560} 3,580,456
Increase in short-term financial receivables (701,393) -
Decrease in short-term financial receivables 355,462 -
Cash used in financing activities (235,104) (286,699)
Net increase(decrease) in cash and cash equivalents (675,983) 926,453
Cash and cash equivalents, beginning 1,948,797 2,125,116
Effect of exchange rate changes on cash and cash _
efuivalénts 3,570 2,546
Cash and cash equivalents, end R 1,273,384 R 3,057,115
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HOLCIM PHILIPPINES, INC
Aging of Trade and Other Receivables
As of September 30, 2018

(In Thousands)

Exhibit VI

Total Current 1-30 days 31-60 days  Over 60 days
Trade Receivables R2,214,852 R2,142,667 R10,647 ®6,981 B54,557
Other Receivables 1,386,221 18,925 75,570 4,087 1,287,639
Total 3,601,073 P2,161,592 R 86,217 R 11,068 ®1,342,196
Allowance for
Doubtful Accounts (229,342)
Net Receivables R3,371,731
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Item 2. Man'ageme_n_t-'s-Di’scussi'onién‘d_Analysis...of Financial Condition and Results of
Operations

Results of Operations

Market remains strong largely driven by government infrastructure projects.  For the quaiter, the.
Company's net sales improved from the same period last year despite lower cement prices from
aggressive market competition and lower sales from other business associates. Net sales as at-end
of third quarter was Php27.3 billion, higher by 6.3% as compared to' Php25.7 billion-reparted in the
same period Jast year,

Company’s production volumes: as: of the first three quarters of the year continued o improve
compared to the same period last year from improved productivity across all piants., Cost of sales
was higher driven by increasing cost of fuel, power and distribution coupled with the impact of peso
depreciation on imported materials. The Comnpany achieved a total operating EBITDA of Php3.4
billioh for the first three quarters compared to the Php4.4 billion reported on the same period last year.
The: Company also-incurred interest expenses.on its short-term loans. Nat income after tax stood at
Php1.7 billion with earnings per share of Php0.27.

Financial Position
The Group’s financial position. has remained healthy with very liquid cash position and strong asset
utilization ratio as it still continues to gerierate high revenues. Total assets stood at P38.3 billion, 8%
higher from end of 2017.
Cash Flow Generation
The Group's cash requiremenis have been mainly sourced from operating activities.

Key Performance Indicators

The comparative financial KPI's of the Group for the periods ended September 30, 2018 and 2017
‘were as follows:

For the period-
ended September 30
Financial KPI Definition 2018 ) 2017
Profitability
_ Net Income - _
Return on Equity (ROE) Ave. Total Shareholders’ B.0% 9.5%
Equity
- Net Incomé - o
} 7% 6%
Returd on Asset (ROA) Average Total Assets 4.7% 6.6%
Efficiency. _
EBITDA Margin Operating EBITDA 12.5% 17.3%
Net Sales
Liquidity
. . Net Financial Debt (Asset) . . s o)
— 8.8% 5%
Gearing Stockholders” Equity 28.8% 4.5%
EBITDA Net Interest Cover Operating EBITDA 25.9 times | {393.8) times
Net Interest.
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Profitability and Efficiency

Both profitability and efficiency indicators have slightly decreased as comparéd 16 the same period of
last year due to lower income generated from operations.

Liquidity

The Group’s liquidity position remained strong evidenced by significant.cash balance.

1.

Notes to Financial Statements
Summary of S':'gniﬁcant-Act:ounting Policies

These:condensed -consolidated- interim financial statements have been prepared in accordance
with PAS 34 Inferim Financial Reporting and do not include all of the information and disclosures
required in the annual finaricial statements, and should be read in’ conjunctioh with the Group's
annual financial statements as at December 31, 2017.

The accounting policies adopted are consistent with those of the. previous financial year except for
the adoption .of the following amendments effective after the reporting period ended December
31,2017

Amendments to PFRS 2, Classification and Measurement of Share-based Payment Transactions.
The amendments to PFRS 2 include:

a. Actounting for cash-settled share-based payment iransactions that contain a performance
candition. The-amendment added guidance that introduces accounting requirements for cash-
-setfled share-based payments that follows. the. same approach -as used for- equity-settled
share-based payments,

b. Classification of share-based payment transactions with net settfiement features.
The amendment has introduced an exception into. PFRS 2 so that a share-based payment
where the entity settles.the sharé-based paymerit arrangement net is ‘classified as equity-
‘settled in its entirety provided the share-based payment would have been classified as equity-
setiled had it not included the net settlement feature.

¢. Accounting for modifications of share-based payment ‘iransactions  from
cash-settled to. eq uity-settled. The amendment has introduced the following clarifications:

» On modifications, the original liability recognized in respect of the cash-settied share-
based payment is derecognized and the equity-settled share—based payment is
recognized at the modification date fair valle to the extent services have been rendered
up to the.modification date.

+ Any difference between the carrying amount of the liability.-as at the modification date and
the amount recognized in equity at the same date would be recognized in profit and loss
immediately.

The amendments -are effective for annual periods beginning on or after January. 1, 2018 with

-earlier application perrmitted.

The management of the Group assessed that the application of the amendments will not have

significant impact on the Group’s consolidated financial statements as the Group does hot have

any cash-settled share-based payment transactions:that contain a performance condition.
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Amendments to. PFRS-4, Applying PFRS g, Financial Instruments with' PFRS 4, Insurance
Contracts

“The amendments provide two options for entities that issue insurance contracts within the scope.
df PFRS 4:

* an option that permits entities ‘to*reclassify, from profit or s to OCI, some of the income or
expenses. arising from designated financial assets; this'is the so-called ovetlay approach; and

e @n optional temporary exemption from -applying. PFRS @ for entities whose predominant
activity is issuing contracts within the ‘scope. of PFRS 4; this is the so-called -deferral
approach,

The application of both ‘approaches is optional and .an entity is permitied to-stop applying them
before the riew insurance contracts standard is applied.

An entity applies the deferral approach for annual periods ‘beginning on or after
January 1, 2018. '

The management of the Group assessed that the application 6f the améndments will not have
impact on the Group's consolidated financial statements as the Group does not have any
insurance contracts,

PFRS 9, Financial Instruments (2014)
This standard consists of the following three phases:

Phase 1: Classification and measurement of financial assets and financial liabitities

With respect to the classification and measurement under this standard, all recognized financial
assets that are currently within the scope of PAS 39 will be subsequently measured at either
amortized cost.or fair value. Specifically:

o A debt instrument that {i) is held within a business model whose objective is 1o collect the
contractual cash flows and (if) has. contractual cash flows that are solely: payments of principal
and interest on the principal amount ottstanding must be measured at amortized cost (et of
any write down for impairment), unléss the asset is.designated at fair vaiie through profit-or
loss (FVTPL) underthe fair value option.

o A debt instrument that (i} is held within a business model whose objective is achieved both by
collecting contractual cash flows and selling financial assets and {ii) has contractial terms of
the financial asset five rise on specified dates. to cash flows that are solely payments of
principal and interest on the pnnmpal amount outstanding, must be measured -at fair value
through cther comprehensive income (FVTOCI), unless the asset is designated at FVTPL
under the fair value option,

o All other debt instruments must be measured at FVTPL,

o Al equaty investments are to be measured in the stateément of financial positicn at fair value,
with gains and losses recognized. in profit or loss except that if an equity investment is not
held for trading, an irrevocable election can be made at initial recognition to measure the.
investment at FVTOCI, with dividend income recognized.in profit or loss:

This standard also contains requirements: for the classification-and measurement of financial-
liabilities and derecognition requirements. ‘One major change from PAS 39 relates to the
‘presentation of changes in the. fair value of a financial liability designated as at FVTPL
attributable to changes in the credit risk for the fiability. Under this standard, such changes are:
presented in other comprehensive income (OCIj, uniess the presentation of the effect of the
change in the liability credit risk in OCI would create or enlarge an accounting misrmatch in
profit or loss. Changes in fair value attributable-to a financial liability's credit risk are not
subsequently reclassified to profit or loss. Under PAS 39, the entire. amount of the change in
the fair value of the financial liability designated as FVTPL is presented in profit or loss,

The management of the Group assessed that the application of this phase of PFRS: 9 will not’
have a significant impact on its. consolidatéd statement of financial pésition as its current
financial assets carried at fair value are not significant.
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l.oans as well as trade receivables are held to collect contractual cash flows and are expected
te give rise to cash flows representing solely payments of principal and interest. Thus, the
Group expects that these will continue to be measured at amortized cost under PFRS 9.
However, the Group will analyze the contractual cash flow characteristics of those
instruments in ‘more detail before. concluding whether all those instruments ‘meet the criteria
for amortized cost measurement under PFRS 9.

Phase 2: Impairment methodology:

The impairment model under this standard reflects expected credit losses, as opposed to incurred:
credit losses under PAS-39. Under the impairment approach of this standard, it is no longer
necessary for a credit event to have occurred before credit fossés are recognized. Instead, an
entity always accounts for expected credit fosses and changes in those expected credit losses..
The amount of expected credit losses should be updated at-each reporting. date to reflect changes
in credit risk since initial recognition:

PFRS ‘9 requires the Group to record expected credit losses on all of its' loans and trade
receivables, -either on a 12-month or a lifetime basis. The Group plans to apply the simplified
approach and record lifetime expécted losses on all receivables. The Group assessed that the
application of this phase of PFRS 2 will not have a significant impact on its equity due to-the
unsecured nature.of its loans and receivables, but it will need to perform a more detailed ‘analysis
which considers all reasonable and supportable information; including forward-looking elements
to determine the extent of the impact.

Phase 3: Hedge accounting

The:general hedge accountmg requirements for this standard retain the three types of hedge
accounting mechanism in PAS 39. However, greater flexibility has been introduced to the types of
transactions eligible for hedge accounting, specifically broadening the types of instruments that
qualify as hedging- instruments ‘and the types of risk-components of non-financial items that are
eligibleé for hedge accounting. In' addition, the effectiveness test has been overhauled and

replaced with the principle of economic relatlonshlps Retrospective assessment of hedge
effectiveness is no longer required. Far more disclosure requirements about. an entity's risk
management activities.have been introduced.

The Group assessed that the application of this phase. of PFRS 9 will not have a significant
impact as it does not zipply hedge accounting on any existing hedge relationships.

The standard is effective for annual reporting ‘periods: beginning on or after January: 1, 2018:
Earlier application-is permitted.

‘The management of the Group plans to adopt the new standard on the reqired effective date.
Based on the preliminary -assessment, the Group expects no significant impact to its consolidated
statement of financial position.

PFRS 15, Revenue from Contracts with Customers

The standard co_nf[b'ines..enhances. and replaces specific guidance on recognizing réveniie with a
single standard. An entity will recognize revenue to depict the transfer of promised goods.or
services to customers in an amount that refiects the consideration to which the entity expects to
be-entitled in exchange for those goods or services.

1; deﬁ nes a new five-step model to recognize revenue from customer contracts.

« ldentify the contract(s) with.a customer

«  Identify the performance obligations in the coniract

s Determine the transaction price

¢ Allocate the transaction price to the performance obligations in the contract

+ Recognize revenue when (or as) the entity satisfies a performance. obligation.

Application of this gmdance will depend on the facts and circumstances present in a cantract with
a customer and will require the exercise of judgmerit.-
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The standard is. mandatory for annual reporting -periods beginring on or after
Janhuary 1, 2018. Earlier application is permitted.

PFRS 15 establishes a new five-step model that will apply to-revenue arising from contracts with
customers. Under PFRS 15, revenue is recognized at an amount that réfiects. the consideration to
which an entity expects to be entitled to in exchange for transferrmg goods or services to a
customer. The . principles in PFRS 15 provide a more structured. approach to measuring and
recognizing revenue,

The new revenue standard is. applicable to all entities and will supersede all current revenue
recognltlon requirements under PFRS. Either: a full or modified ‘retrospective ‘application is
required for annuat pencds beginning on or after January 1, 2018.

The Group plans to adopt the new standard on the required effective date.
(a) Sale of goods

The Group is primarily involved in the delivery at-a point in-time of cerrient, aggregates and other
construction materials. Contracts with customers in which the sale of. these products is generally:
expected to be the ‘only performance cbligations are not expected to have any. impact ‘on the
Group’s profit or Ioss. The Group expects the revenue recognition to‘occur at a point in time when
control of the asset is transferred to the customer, generally on delivery. of the goods.

{b} Variable consideration

Some contracts with customers provide a right of return, trade discounts or volume: rebates,
Currently, the Graup recognizes revenue from the sale of goods measured at the: fair value of the
consideration received or receivable, net of discounts, returns and allowances. Such pravisions
give rise to variable consideration under PFRS 15, and will be required to be estimated at contract

inception.
(¢) Disclosure requirements

PFRS 15 provides presentation and disclosure requirements, which are more detailed than under
current PFRS. The presentation requirements represent a significant change fiom current practice.
and signifi cantl:«r increases the volume. of disclosures required in the consolidated financial
statements. Many of the disclosure requirements in PFRS 15 are. completely new. The Group is’
currently assessmg the changes it needs to make in its current systems, internal controls, policies.
and procedures in order to collect and drsclose the' required infoarmation.

Amendments to PFRS 15, Clarifications to PFRS 15

The amendments.: in the: standard addresses three topics namely identifying: petfermance
obligations, principal versus.agent considerations, and licensing and provide some transition refief
for modified contracts and completed contracts.

= Added a clarification that the objective of the assessment of a promise to transfer goods or
services to a custemer is to- determine whether the hatuie of the promise, within the context of
the contract, is to-transfer each of those goods or services individually or, instead, to transfer a
combined-item or items to which the promised goods or services are inputs.

e Clarification on how tc -assess contral in in determining whether a party providing goods or
services is a principat of an agent

o Clarification -on when an entity's activities significantly affect the intellectual praperty by
amendingthe application guidance,

The -standard is mandatory for annual reporting periods beginning on or after
January 1,2018. Earlier application is permitted,

The management of the Group assessed that the application of the ‘amendments will not have a
significant impact on the Group's consolidated financial statements, as the Group does not have:
complex revenue transactions.

PIC Q&A No. 2016-04, Application of PFRS 15 "Revenue from Coniracts with Customers” on
Sale of Residenitial Properties under Pra-Completion Contracts
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This interpretation applies to the accounting for revenue from the sale of a residential property
unit under pre-compietion stage (i.e., construction is on-geing or has not yet commenced) by a
real estate developer that eniters into a Contract to Sell (CTS) with'a buyer, and the developer has
determined that the contract is within the scope .of PFRS 15 by satisfying -all the criferia in
_paragraph 9 of PFRS 15. '

This interpretation does not deal with the accounting for other-aspects of real estate sales such as
variable considerations, financing components, commissions and other contract costs, timing. of
sales of completed propeities; etc.

The interpretation is effective on the sarrie date as the effective date of PFRS 15; Revenue from
Conlracts with Cusfomers '

The managerment of the. Group does not anticipate that the application of the new interpretation
will have an impact.on the Group's consolidated financial statements, as:the Group does not sell
any residential pro_perties-._-

PFRS 16, Leases

This standard specifies how a: PFRS: reparter will recognize, measure, present and -disclose
leases. It provides a single lessee. accounting. model, requiring lessees to recognize assets and
liabifities for all leases unless the lease term is 12 months or less or the underlying asset has a
low value, '

A contract is, or contains, a lease if it conveys the right to control the use of an identified -asset for
a.period of time in exchange for consideration. Contral is conveyed where the customer has both
the right to direct the identified asset's use and to-obiain substantially all the economic benefits.
from that use. An asset is typically identified by being explicitly specified in-a contract, but an
asset can also be identified by being implicitly specified at the time it is made available for use by
the customer. N

Lessors continue to classify leases as operatingor finance, with PFRS 16's approach to lessor
accounting substantially unchanged frem its predecessor, PAS 17.

The standard is effective for annual reporting periods beginning on or after January 1, 2019.
Earlier application is permitted only if PFRS 15, Revenue from Confracts with Customers, is-also
-adopted.

The management of the: Group will adopt this standard when it becomes effective and the
management of the Group is still evaluating the impact of the new standard.

Annual Improvements to PFRSs 2014-2016 Cycle
‘The annual improvements address the following issues:
Amendments to PFRS 1, First-time Adoption of Intemational Financial Reporting Stahdards

The amendments include the deletion of short-term exemptions stated in the appendix of PFRS 1,
because they have now served their intended purpose. The-amendments are effective-for annual
periods beginning on or after January 1, 2018 with earlier application permitted,

Amendments to PAS 28, Investments in Associates and Joint Ventures

The amendments clarify that the election to méasure at fair value through profit of loss an
investment in an associate or a joint venture that is held by -an entity that is'a venture .capital
organization, or other:qualifying entity, is available for each investment in an associate or joint
venture on an investment-by-investment basis, upon initial recognition.

The amendments are e_ffet_itive for -annual per"i_ods;beginning' on or-after January 1, 2018 with-
earlier application permitted.

The management of the Group. assessed that the application of the'améndments will not have an
impact on the Group's consolidated ' financial statements. as the Group is neithér a first time
adopter of IFRS nor a venture capital organization. Furthermore, the Group does not have any
associate or joint venture that is an irivestment entity.
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Amendments to PAS. 40, Investment Property - Transfers. of Investment Property
The amendments in Transfers of Investment Praperty (Amendments to 1AS 40) are:

o Stating that an entity shall transfer a property to, -or from, investment property when, and only
when, there is evidence of a change in use. A change of use occursif property meets, or
ceases 10 meet, the definition of investment property. A change in: managements intentions
for the use of a property by itself does not constitute evidence of a change in use.

e The list of evidence in paragraph 57(a) ~ (d) was designated as non-exhaustive list of
examples instead of the previous exhaustive list

The amendments are effective for periods beginning on or after January 1, 2018. Earlier
application is permitted.

The management of the Group assessed that the. application of these amendments may have an
impact on the Group’s. censolidated financial statements in future periods should there be a
changein use of any of its prope_rhes

Philippine Interpretation IFRIC: 22, Foreign Currency Transactions and Advance Consideration’

The interpretation covers foreign currency transactions when an entity recoghizes a non-monetary
asset or non-monetary: llablllty arising from the payment or receipt of advance consideration
before the entity recognizes the related asset, expense or income. It does not apply when.an
entity measures the related asset, expense or income on initial recognition at the fair value of the.
consideration received or paid at a date other than the: date of initial recognition :of the non-
monétary asset or hon-manetary liability.

The interpretation is effective for periods beginning on or after January 1, 2018.-Earlier application
is permitted.

The management of the Group assessed that the application of the: mterpretatlon will not have a
significant impact on the Group’s cansolidated financial. statements. This'is because the Group
already accounts for the transactions involving the- ‘payment or receipt of advance consideration in
a foreign currency in a way that is consistent with the amendments.

Amendments to PFRS 9, Prepayment Features with Negative ‘Compensation
The ameridments include:
Changes regarding symmetric prepayment options

Under the current IFRS 9 requirements, the SPPI condition is not met if tHe lender has to- make.a
setilement. payment in the event of fermination by the borrower (also referred to as early
repayment gain),

Prepayment Features with Negative Compeénsation amends the existing requirements in IFRS.9
regarding fermination rights in order to allow measurement at amortized cost (ar, depending on
the business model, at fair value through other comprehensive income) even in the case of
negative compensation payments..

Under the amendments, the sign of the prepayment amount is not relevant, i.e. dependlng on the
interest rate prevailing at the time of termination, a payment may also be made in favor of the
contracting party effecting the- garly repayment.. The calculation of this compensatlon payment:
must be the same for both the casé of an early repayment -penalty and the case of an early
repayment gain.

Clarification regarding the modification of financial Habifities

The final amendments also contain a clarification regarding the .accounting for a modification or
exchange of -a financial liabilty measured at -amortized cost that does not result in the.
derecognition of the financial liability. The IASB clarlfles that an entity recognizes any adjustment-
to the ‘amortized cost of the financial liability arising from-a modification or exchange in profit or
loss at the date of the modification or exchange A retrospective change of the accounting
treatment may therefore become necessary if in the past the effective interest rate was adjusted
and not the amortized cost amount.
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The amendments are effective for periods beginning on' or -after January 1, 2019. Earlier
application is permitted.

The management of the Group will adopt the amendments when they become effective arid the
management of the Group does not.anticipate that the amendments will have a significant impact
on the Group’s consolidated financial statements as the Group does not have complex financial
instruments.

Amendments to PAS 28, Lorig-ferm Interests in Associates and Joint Ventures
The amendments-are:’

Clarification that 'an entity appliess PFRS 9 including its impairment requirements,
to long-term interests in-an associate or joint venture that form part. of the net investment in the:
associate or joint venture but to which the equity method is not applied.

The amendment is effectiver for periods beginning on orf after January 1, 2019.
Earlier application is permitted.

The managemenit of the Group will adopt this amendment when it becomes effective and the
management .of the Group does not anticipate that the amendment will have a significant impact
on the Graup's consolidated financial statements as the Group-does not have long-term interests
in-associates or joint veniures.

New Accounting Standards Effective after the Reporting Period Ended December 31, 2017 -
Adopted by FRSC but pending publication by the Board of Accountancy

The Group will adopt the foliowing once these become effective.
Philippine Interpretation IFRIC 23, Uncertainty overincome Tax Treatments

This- interpretation -applies in determining the taxable profit {tax loss), tax bases, unused fax
losses, unused tax credits and tax rates, when there is uncertainty over income tax treatments
under PAS 12, Income Taxes.

An entity has to consider whether if is probable that the relevant authority will accept each tax
treatment, or group of tax treatments, that it Used or plans to use in its income tax filing.

e Ifthe entity concludes that it is probable that a particular tax treatment is accepted, the entity
has to détermine taxable profit (fax loss), tax bases, unused tax losses, unused tax: credits or
tax rates consistently with the tax treatment included in its incorme tax filings.

s I the entity concludes that it is not probable that a particular tax treatment is accepted, the
entity has to-.use-the most likely amount or the expected value of the tax treatment when
determining taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax
rates. The décision should be based on which inethod provides better predictions of the
resolution of the uncertainty.

An entity has to reassess its judgements and estimates: if facts and cireumstances change.

The interpretation is effective for annual reporting periods beginning on or after January 1, 2019.
Earfier application is permitted.

The management of the Group is still evaluating the impact of the new Interpretation on the
Group's determination of taxable profitfloss, unused ax:Josses; unused fax credit and tax rate:

Amendments to PAS 19, Plan Amendment, Curtailinent or Settlement:

The amendments in'Plan Amendmeént, Curtailment or Settlement are:

o Ifa plan amendment, curtailment or settlement oceurs; it is now mandatory that: ihie current
service cest and the net interest for the period after the remeasurement are determined using
the assumptions used for the remeastirement.

-+ In addition, amendments have been included to clarify the effect of a plan amendment,
curtailment or settlement on the requirements regarding the asset ceiling.
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The amendments are effective for periods begmnmg on or after January 1, 2019. Earlier
_ application is parmitted.

The management of the Group is still evaluating the impact of the amendment..
Annual Improvements to PFRSs:2015-2017 Cycle
Amendmients to PFRS 3 and PFRS 11, Previously held interest in a joint operation

The amendments to PFRS 3 clarify that when an entity obtains control of a busingss that is-a joint
-operation, it remeasuras previously held interests in that business. The amendments to PFRS 11
‘clarify that-when.an entity obtains joint control of a business that is a joint operation, the entity
dois not remeasure previously held interests. in that business.

Amendments to PAS 12, Income tax consequences of payments on financial instruments
‘classified as equity

The amendments clarify that the requirements in the former paragraph 52B (io reccgnize the
income tax consequences of dividends where the transactions or events that generated
distributable profits are recognlzed) apply to all income-tax conseguences. of dividends by moving
the paragraph away from paragraph 52A that only deals with situations where there are different
tax rates for distribuied and undlstrlbuted profits.

-Ar_nendments- to PAS 23, Borrowing. costs eligible for capftaffzaf.?’on-

The amendments clarify that.if any specific borrowing remains outstanding aftér the related asset
is ready for its intended use or sale, that borrowing becomes part of the funds that an entity
borrows generally when calculating the capitalization rate on general borrowings.

The amendments are effective for periods beginning on or after January 1, 2019. Earlier
application is permitted.

The management of the Group is still evaluating the impact of the amendments.
PFRS 17, Insurance Contracis

PFRS 17 establishes the principles for the recoghition, measurement, presentation and disclosire
of insurance contracts within the scope of the standard. The objective of PFRS 17 is to ensure
that an entrty provides relevant information. that faithfully represents: those contracts. This
information gives a basis for users. of financial statements to assess the effect that insurance
confracts have on the entity's financial position, financial performance ard cash flows.

The key principles in PFRS:17 are that an entity;

o identifies as insurance ‘contracts those contracts under which the entity accepts significant
insurance risk from another party (the policyholder) by agreeing to compensate the
policyholder if a specified uncertain futuie .event (the insured event) adversely affects the
policyholder;

o separates spemﬂed embedded derivatives, distinct lnvestment components. and distinct
performance: obllgahons from the insurance contracts

s divides the contracts into groups that it will recognize and measure;
recognizes and measures groups of i insurance contracts at:

e a risk-adjusted present value of the fiture cash flows {the fulfiment cash flows) that
incorporates all of the available information. about the fulfilment cash flows in a way that.is.
consistent with observable market information; plus. (|f thisvalue is a liability) or minus (if
this value is an asset) _ _ N

s an -amount representing the unearned profit in the. group of contracts (the. contractual
service margin);

¢ recognizes the profit from & group of insurance contracts over the period the. entity provides
insurance cover, and as the entlty is released from risk. If a group of contracts is or becomes
loss- mak:ng‘ an entity recognizes the loss |mmed|ately,

o presents separately insufance revenus (that excludes the receipt of -any investment
component), insurance service expenses {that excludes the repayment of - any- investment
‘components) and insurance finance income or expenses; and

s, discloses inforrnation to enrablé users. of financial statements to assess the -effect that

SEC. Form 1 7—Q 17



‘contracts within the scope of PFRS 17 have on the financiat posmon financial performance-
-and cash flows of an entity.

PFRS 17 includes.an optional simplified measurement approach, or premium allocation approach,
for simpler insurance contracts.

The standard is effective for periods beginning on or after January 1, 2021. Earlier application is
permitted if both PFRS 15, Revenie from Contracts with Customers and PFRS 9, Financial
Instruments have alsc been applled

' The management of the Group.is still evaluating the impact of the new standard.
2, Seasonality Aspects of the Business’

Like any other tompany in the constiuction industry, the operations of the Group are affected by
seasonality. Net sales are generally higher in dry months from February to May and lower during
the rainy manths of June to November. Low sales are also experienced during December due to
holidays until early January. Unpredlctable weather could also significantly affect sales: and
profitability compared to previous periods coupled with any unforeseen cwcumstances like
disruptions in productions.

3. Financial Risk Management Objectives and Policies
General Risk Management Approach

The Group is exposed to various financial risks, which i_nclude.-the___.efféci_ of changes in debt
structure, equity market prices, foreign currency exchange rates and interest rates. The Group's
overall rlsk management program focuses on the unpredictability of financial markets and seeks
to minimize- potential and adverse effects on the financial performance of the Group: The Group
does not.enter into other derlvatlve of flnanmal transactions' which are unrelated to its operating
business as a risk-averse approach is pursued. h

Financial risk management of the Group is governed by pollmes appmved by management. It
provides principles for overall fisk management, as well as policies covering specific risk areas
such as interest rate risk, foreign exchange risk, counterpariy risk, use of derivative. financiai
instruments and investing assets in excess of liquidity requirements.

The Greoup's principal financial instruments, other than derivatives, consist of cash and cash
‘equivalents and notes payable. The main purpese of these financial instruments is to raise funds
for the Group’s operations.. The Group also has various other financial. assets .and liabilities such
.as trade and cther receivables, advances to employees, guarantee deposﬂs restricted cash and
trade and other payables which arise directly from operations.

The main risks arising from the Group's: financial instruments are market risks
{which include forsign currency nsk and intarest rate rigk), credit risk and liquidity risk. The Board
of. Directors (BOD) reviews and approves the policies for managlng each of these risks and they.
are summarized below. The Group's accounting policies in relation to financial instruments are
set out in Note 5 to the consolidated financial statements.

Market Risks

The Group is exposed to market risks, such as foreign currency, interest rate.and equity price
risks. To manage volatility relating to these exposures the Group enters into derivative financial
instruments, when necessary. The Group's abjective is.to reduce, where appropnat_e fluctuations:
in earnings and cash flows associated with: changes in foreign. currency, -interest rate and equity
price.
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Foreian Currency Risk

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

The Group has foreign excharge exposures, arising primarily from purchases of goods and
-services and. debt servicing requirements in currenicies other than the Philippine Peso that leads
to currency translation effects. As of September 30, 2018; there are no revenues denominated in.
currencies other than the Philippine Peso.

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

As of September 30, 2018, the Group had minimal assets and liabilities exposed to foreign
currency risks.

Interest: Rate Risk

Interest rate risk is the risk that future cash flows from a financial instrument (cash flow interest.
rate risk) or its fair value (fair value interest rate Tisk) will fluctuate because of changes in market
interest rates.

The Group is: exposed o fluctuations in financing costs and market value movemernits of its debt
portfolic related to changes in market interest rates. The Group’s-interest rate exposure is mainly
addressed through the steering of the fixed/floating ratio of net debt. To manage this mix, the
Group may enter into. derivative transactions, as approptiate:; As at September 30, 2018 and
2017, the Group has minimal exposure to intergst rate.risk.

Credit Risk

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

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

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

The'Group trades only with recognized, credit-worthy third paities. [t is the Group's policy thatall
third-party customers who wish to trade on credit terms are ‘subject to credit verification
procedures. In addition, receivable balances are monitared on an ongoing basis o reduce the
Group’s. exposure to bad debts.to minimal.

With respect to credit risk arising from the other financiai assets of the Group, which consist of
due.from related parties, advances to employees, available for sale (AFS) financial assets, and
guarantee and refundable deposits, the Group's exposures-arise from default of the counterparty,
with a maximum exposure equal ta the carrying amount of these instruments.. '

Liguidity Risk

Liquidity risk is the risk that the Group will encounter difficulty .in raising funds ta meet its.
contractual obligations and commitments. The seasonality of revenue. generation exposes the
Group to shortage of funds during slack season and may result in payment defaults of financial
commitments. The Group mohitors this tisk using a recurring liquidity planning tool. This tool
considers.the maturity of both its financial assets and projected cash flows from operations. The
Group's 'iject_ive-.is-f'o maintain a balance between continuity of funding and flexibility through the
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use of bank credit facilities, finance leases and purchase contracts. It is responsible for its own
cash surpluses and the raising of ioans to.cover cash deficits, subject to policies and guidelines
approved by management and in certain cases at the BOD Ievel

The: Group maintains sufficient reserves of cash and cash equwalents whichare short-term ‘in
nature, unused credit lines and readily available marketable securities to meet its liquidity
requirements at-all times. In addition; the strong credit worthiness of the Group-allows it to. make.
efficient use of the financial markets for financing purposes, As at September 30, 2018, the-
Group has. unutilized credit facilities of R12.,7 billion.

Capital Management Policy

The Group considers equity attribitable to the equity hoiders of the Parent. Company as its
capital, The Group's objectives wheri managing capital are to secure the Group's ongoing
financial needs to continue as a going concern .as well as t6 cater for its growth targets in order to
provide returns to shareholders and benefits for other ‘stakeholders and to maintain a cost-
efficient and risk- optlml_z_ed capital structure.

The Group manages the capital structure and makes adjustments to it in light of the changes in
economic conditions, its: business activities; investment and ‘expansion program and the risk
characteristics of the underlying assets. In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to shareholders, return capital to shareholders,
-issue new-shares, or sell-assets to-reduce debt,

The Group monitors capital, among others, on the basis of gearing ratio:
4. Financial Assets and Liabilities
Fair Vialue of Financial Instruments

The estimated fair valug of each class of the Group's financial instruments, is equal to their
carrying amount as.at Septernber 30, 2018 and December 31, 2017. The foliowmg methods and
assumptions are used to estimate the fair value of each class of financial instrument for which it is
‘practicable to estimate such value:

Cash and Cash Equivalents, Trade and Other Receivables, Advances to Emp!oyees Restricted
Cash, Short-term Financial Receivables, Loans Payabfe and Trade -and Other Payables. Duetc
the short-term nature. of the transactions, the fair values of these instruments approximate the
correspondmg carrying values as at end of each reporting period:

Derivative Assets and Liabilities. The fair values of the embedded currency forwards with notional
amount of EURE154.8 ‘thousand and ‘USD$5.5 million of derivative assets and liabilities;
respectively, are calculatéd by reference to current forward exchange.

AFS Financial Assets. The fair values of publicly traded instruments are determmed by reference
to quoted market prices as at the end of each reportlng perlod Investments. in ‘unquoted equity

securities are: carried at cost, net of any impairment in value,

Long-term Financial Receivable and Guarantee Deposifs. These are carried at cost, less any
impairment in value, which approximateés their fair values calculated using the discounted cash
flows methed..

Fair Value Hierarchy

‘As at September 30; 2018 and December 31, 2017, the Group’s-financial instruments measured
at fair value include only the quoted equity securltles classified as AFS financial assets (Level 1),

As at September 30, 2018 and December 31, 2017, the Group does not have financial
instruments. whose fai values are determined using inputs that are not. based on observable
market data (Level 3). There wefe no reclassifications made between-the different fair value
hierarchy levels in 2018:and 2017.
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5. Segment Reporting

Operating segments are' components of the Group that engage in business activities from which
they ‘may earn revenues and .incur expenses (including revenues and expenses relating to
transactions with other components of the Group), which ‘operating results are regularly reviewed
by the chief operating decision maker* to make decisions about how ressurces are to be allocated
to each of the segments and to assess their parformances, and for which discrete financial
information is available. Management reassesses on an annual basis whether there have. been’
any change in the opérating segments or in the reportable operating segments in accordance with
PFRS 8, Operating Segments.

For management purposes, the Group is organized into activities based on their products and has
two segments, as follows:

o Clinker and Cement segment, which manufactures and sells clinker and cement for both
domestic and expart customers; and

s Other Canstruction Materials and services segment, which includes operations from the RMX.
business, Helps-U-Build-Better (HUBBY), Specialty Products and Aggregates Trading.

Management:monitors the operating results of its business segments for the purpose of making
tecisions about resource allocation and performance assessment. Segment performance:. is
based on operating EBITDA and is measured consistently with consolidated net income in the
consolidated statement of profit of loss and other comprehensive income. However, the Group’s
finance income. and charges and income taxes are. managed on a group basis, and are not
allocated fo operating segments. Transfer prices between operating segments are on an arm's
length basis similar to transactions with third parties.

Segment revenues, EBITDA, assets and liabilities as &t September 30, 2018 and 2017 are
presented below;

2018
_ Adjustments
Clinker.and _ and
cement Others Total eliminations Consolidated
(in Thousands) '
Revenue: _ ) _
External customers ~ P256,323,941 P1,805,001 £27,128,942 £138,846 P27,267,788
[nter-segment 209,616 - 209,516 {209,516) -
P25,833,457 P1,805,001 $27,338,458 {#70,670) P27,267,788
Operating EBITDA P4,541,327 $295,180 4,836,607 (P1,433,863) P3,402,644
Segment assets 31,167,423 185,021 31,352,444 6,968,909 38,321,353
Segment liabilities 8,610,693 229,076 8,839,769 8,094,439 16,934,208
2017
Adjustments
Clinker-and ' and _
cement Others Total _ eliminations  Consolidated.
(in Thousands)
Revenue: _
External customers. 24,108,920 B1,473,686 R25,582,606 R81,195 F25,663,801
Inter-segment 568,881 - 568,881 (568,881) -
R24,677,801 B1,473,686 R26,151 487 (R487,686) PB25,663,801
Operating EBITDA B5603,321 F198,904 B5.802,225 (R1,365,958) R4,436,267
Segment assets 26,549,167 623,277 27,172,444 8,865,611 36,038,055
Segment liabilities 6,009,959 541,960 6,551,919 7,249,719 13,801,638

" Chief operating decision maker is composed of the Group's Executive Commitiee.

SEC Form 17-Q.

21



Retained Earnings

On May 18, 2018, the BOD declared cash dividends. in the amount of Php0.42 per share to all
stockholders of record as.of June: 15, 2018 with payment date of not later than J uly 10, 2018:

Interim Disclosures

The Group is not aware of the following or is not applicable to the Group’s interim operations;

1.

10.

it
12.

13.

14.

Unusual items that materially affect the Group’s consolidated assets, fiabilities, equity, net incoms
or cash flows because.of their nature, size-or incidents.

Changes in estimates of amounts reporied in prior financial years that have-a material effect in.

the current period.
Issuances and repurchases. of equity securities.

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

Existence of material -contingencies and othier events of transactions that are material te an
understanding of the current interim period.

Known trends, demands, commitments, events and Lncerainties that will result in or likely to
decrease its liquidity in any material way. The Group does not anticipate having within the next

twelve (12) months any cash flow or liquidity problems nor does it anticipate any defauit or breach

of any of its existing notes, loans; leases, other indebtedness or financing arrangements requiring
it to make payments.

Events that wilt trigger direct or contingent miaterial financial obligations to the Group.
Material off-balance sheet transactions, arrangemerits, obligations (direct or cantingent),- and

other relationships of the: Group with unconsolidated entities or other persons. created during the
year.

‘Material commitments for capital expenditures.

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

Significant elements of income-or loss that did not arise from the Group’s centinuing operations.

Material events subsequent to end of the reporting period that have not been reflected i this
report..

Material changes in the composition of the Group; including any business combination,
acquisition er disposal of subsidiaries and long-term investments, restructurings and discontinuing

operations.

Any seasonal aspect that had a material effect on the financial condition or results. of aperation.
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Material Changes in Balance Sheet Accounts

35% decrease in Cash and cash equivalents _
Mainly due to lower cash flows from operations and higher spending for capital expenditures.

2% decrease in Trade:and other recefi‘fab,-'es -net
Primarily due to lower sales outstanding at the end of quarter compared with year-end and collection

of outstariding receivables from related parties.

52% increase.in Inventorias _

The increase was driven by higher local clinker production volumes and purchases of imparted
production. inputs. Spare parts also increased due to scheduled plant shutdowns during and in
preparation for the next periods.

89% decrease in-Short-term financial receivables
Mainty due to. receipt of payment of short-term financial receivable from related paity.

45% increase in Other current assets _
Mostly from the increase in prepayments for real property and other business taxes, insurance,
rentais, time-chartered services, creditable withholding taxes and deferred expenses. '

107% increase in Other noncurrent assets -
Due to increase’in long-term financial receivables from a related party and guarantee deposits, offset
by decrease in deferred input value-added taxes due to amortization.

65% increase-in Loan payables ) _

Due to additional shart-term fean agreements with external and related parties.

15% increase in Trade and other payables o

Largely due to higher shipping / distribution costs-and importations of clinker, fuel and spare parts.
35% decrease in Income tax payable

Mainly due to payment of income taxes this year.

8% decrease i Retirement benefits liabilities

Aftributable to contributions made during the period.

9% decrease in Provisions -

Due to settlement of tax provisions during the period.

'198% decrease-in Other reserves o
Due to accrual of share-based remuneration for the period,

12% decrease in Retained earnings

The decrease: was mainly due to dividend declaration net of iricome recognized for the period. Refer
to discussion on Retained Earnings for details.
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Material Changes in Income Statement Accounts

6% increase in Net sales o _
The increase was a result of increasing demand from: accelerated government construction projects.

13% increase in Cost of sales _
Mostly due 1o higher fuel, energy and distribution costs.

11% decrease in Depreciation and amortization.
Mainly due to impact from disposal of property, plant and equipment under other business assodiates,

158% decrease in Other income (expenses) -net _
Mainly due to higher interest expenses recognized during the period from existing short-term loans.

47% decrease in Provision for income tax
Due to lower taxable incorne from first to third quarter of the year.

8% decrease in Noncontrolling interest in nef incore

Decrease was mainly due to lower profit of subsidiaries compared to samé period last year and a
declaration of dividends during the year.
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Holcim Philippines, Inc. and Subsidiaries
Schedule of Financial Soundness Indicators

For the nine (9) Months

Ended September 30
Financial KPI Definition 2018 2017
Current/Liquidity ratio
Current Ratio Sl o 72.1% 75.4%
Current Liabilities
Solvency ratio/Debt-to-equity ratio
; Net Financial Debt (Asset) o
arin .8% .39
Sesting Stockholder's Equity RB.0P S
Asset to Equity Ratios
Asset to Equity Ratio/ Total Assets .
: 2 ; 181.09
Equity Multiplier Stockholder's Equity HoLh #1.0%
Interest Rate Coverage Ratio
Interest Rate Coverage locome before Tax 18.5 times 28.2 times
Net Interest
Profitability Ratios
Return on Assets et Ireonie 4.7% 4.3%
Average Total Assets
Return on Equity el lncoms 8.0% 7.3%
Average Total Equity

SIGNATURES

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

HOLCIM PHILIPPINES, INC.

thojas
Chief Financial Officer
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PART I- FINANCIAL INFORMATION

Item 1. Financial Statements.

Exhibit | — Consolidated Balance Sheets as of Septeniber 30, 2018 and December 31, 2017

Exhibit I} — Consolidated Statements of Income for the quarters ended September 30 2018
and 2017 and for the nine (9) menths ended September 30, 2018 and 2017

Exhibit IIf - Consolidated Statements.of Comprehensive Income for the quarters ended
September 30, 2018 and 2017-and for the nine (9) months ended September
30, 2018 and 2017

Exhibit IV = Consolidated Statements of Changes in Stockholders’ Equity for the nine (9)
months- énded. September 30, 2018 and 2017

Exhibit V ~ Consolidated Statements of Cash Flows for the nine: (9) months ended-September
30, 2018-and 2017

Exhibit V1 —Aging"Of Trade and Other Receivables as of September 30, 2018
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Exhibit I
HOLCIM PHILIPPINES, INC. '
CONSOLIDATED BALANCE SHEETS
As:of September 30, 2018 and December 31, 2017
(tn Thousands) '

30 Sep 2018 31 Dec 2017

ASSETS
Current Assets
Cash and cash equivalents P1,273,384 R1,045,797
Trade and other receivables — net 3,371,731 3,439,049
Inventories 5,791,027 3,800,792
Short-term financial receivables 4,165 37,048
Other current assets 1,155,394. 798,510
Total Current Assets 11,595,701 10,021,196
Noncurrent Assets
Investments 4,484,008 4,488,357
Property, plant and équipment — net 18,325,401 17,599,838
Goodwill 2,635,738 2,635,738
Intangibies — net 27,889 28,714
Beferred tax assets — net 468,327 455,242
Other noncurrent assets 784,289 378,487
" Total Noncurrent Assets 26,725,652 26,566,376
138,321,353 35,587,572
" LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities.
Loan payables- 6,885,889 4,477,902
Trade dnd cther payables 9,033,018 7,862,742
Income tax.payable 172,848 265,684
Total Current Liabilities 16,091,854 12,306,328
Noncurrent Liabilities
Retirement benefits liabilities 768,099 845,154
Provisions 74,255 81,342
Total Noncurrent Liabilities 842,354 926,496
Equity Aftributable to Equity Holders of Parent N
Capital stock 6,452,099 6,452,009
Additionat paid-in capital 8,476,002 8,476,002
Remeasurement loss on retiremenit benefits - net {350,987} _(350,987_)
Other reserves 1,400 {1,430)
Retained earnings: 6,803,627 7,773,468
21,382,141 22,349,162
_ Noncontrollingﬂterest 5,004 5,596
Total Stockholders' Equity 21,387,145 22,354,748

38,321,353 P35,587,572

Exhibit 11
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HOLCIM PHILIPPINES, INC.

~ CONSOLIDATED STATEMENTS OF INCOME
For the quarters ended September-30, 2018 and 2017
And for the nine (9) months ended September 30, 2018 and 2017
{in Thousands, Except Per Share Data)

Quarter Ended

Nine(9) Months Ended

Jui-Sep 2018 Jul-Sep 2017

Jan-Sep 2018 Jan-Sep 2017

Net Sales R 8,516,826 B 8,264,976 R27,267,788 P25,663,801
Cost of sales 7,329,108 8,621,988 22,171,141 18,575,177
Gross. Profit 1,187,718 1,642,988 5,096,647 '6,_088 624
Operating EXpenses 553,149 669,863 1,694,003 1,652,357
Operating EBITDA 634,569 973,125 3,402,644 4,436,267
Deépreciation and amartization- 286,295 337,295 882,187 986,244
_ Profit from Qperations 348,274 635,830 2,520,457 3,4_50,023'
Other- income (expenses)
Net financial income _ L
(expense) (40,163) (2:839) {117,913) 15,920
Other income (expense) (30,200) 80,119 30,190 135,906
Total (70,363). 77.280 (87,723) 151,826
Profit before Income Tax 277,911 713,110 2:432,734 3,601,849
Provision for income tax
Current 100,687 368,319 704,182 1,255,683
Deferred 343 7,362 (12-,25_6)' 45678
101,030 375,681 691,926 1,301,361
Profit for the Period 176,881 337,429 1,740,808 2,300,488
Noncontrolling interest (137) {249) (768) (834)
Profit for the Period:
Attributable to Equity
Holders. of the Parent
Company. B176,744 R337,180 1,740,040 B2,299 654
Basic/Diluted Earnings
Per Share {EPS)
Computation of EPS:
(&) Profit for the period
attributable to Equity holders s _ S o
of the parent company B176,744 B337,180 P1,740,040 P 2,299,654
(®) Common shares issued - _
and outstanding £,452,099 6,452,099 6,452,099 6,-452_,099
EPS [{a)/( bg R0.027 R0.052 R0.270 R0.356
SEC Form 17-Q 4



Exhibit 11l

o HOLCIM PHILIPPINES, INC. _ _
‘CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME.
Far the quariers ended September 30, 2018 and 2017
-And for the nine (9) months ended September 30, 2018 and 2017
{in Thousands)

Quarter Ended. Nine (9) Months Ended.
Jul-Sep 2018  Jul-Sep 2017  Jan-Sep 2018 Jan-Sjep 2017 _
Profit for the Period B176,881 R337,429 21,740,808 12,300,488
Other Compreliensive _
Income 943 1,258 2,830 2,201
Total Comprehensive
Income B177,824 338,687 1,743,638 22,302,689
Attributable to:
Equity holders of _
Parent Company R 179,005 R 338,438 R1,744,230 B2.301,855
Nongontrolling interest (1,181) 249 (592) 834
B 177,824 P338,687 B1 ,743,6_38 B2,302,689
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 HOLCIMPHILIPPINES, INC. _
CONSOLIDATED STATEMENTS.OF CHANGES IN STOCKHOLDERS' EQUITY

For the nine {8) months ended September 30, 2018 and 2017

(in Thousands)

Jan-8ep 2018

Exhibit IV

Jan-Sep 2017

Capital Stock
Commén Stock

Ralance ‘at beginning of period 6,452,009 6,452,099
lssuances. (Retirement) - -
Balance at enid of period. 6,452,099 6,452,099
Additional Paid-in Capital o
Balance at beginning of period 8,478,002 8,476,002
lssuances {Retiremeant) _- -
Balance at end of period 8,476,002 8,476,002
Other comprehensive loss (350,987} (79,978}
Other reserves 1,400 {2,687)
Retained Earnings 3
Balance at beginning of period 7,773,469 11,409,043
Cash Dividends {2,709,882) (6,323,057)
Profit for the Period 1,740,040 2,299,654
Balance at end of period 6,803,627 7,385,640
Noncontrolling Interest 5,004 5,31
£21,387,145 $22,236,417
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HOLCIM PHILIPPINES, INC:

~ CONSOLIDATED STATEMEN_TS ‘OF CASH FLOWS
For the nine (9) months ended September 30, 2018 and 2017

{in Thousands)

Exhibit V

Jan-Sep 2018 Jan-Sep 2017
Operating Activities
Profit before Income Tax: P 2,432,734 R 3,601,849
Adjustments to reconcile profit to cash
Depreciation and amortization 882.1 87 086,244
Other items (het) (773,008) (17629,683)
Changes in current assets and liabilities (1,458,148) {567,310).
Cash provited by operating activities 1,083,765 2,391,120.
Investing Activities- _
Net additioris to plant, property and equipment {1,498,188) (1,112,645)
Increase in other investing activities (26,457) (62,323)
Cash used in inv.esfingictivities {1,524,645) (1,174,968)
Financing Activities
Dividends Paid (2,653,388} (3,867,155)
Proceeds from short-term loan 5,044,775 -
Payment of short-term loans (2,280,560) 3,580,456
Increase in'short-term financial receivables (7.011,393_). -
Decrease in short-term financial receivables 355,462 -
Cash used in financing activities (235,104) (286,699)
‘Net increase(decrease) in cash and cash equivalents (675,983) 929,453
Cash and cash equivalents, beginning 1,945,797 2,125,116
Effect of exchange rate changes on cash and cash
equivalents. 3,570 2,546
Cash and cash equivalents, end R’ 1,273,384 R 3,067,115

SEC Form 17-Q 7



HOLCIM PHILIPPINES, INC
Aging of Trade and Other Receivables
As of September 30, 2018

(In Thousands)

Exhibit VI

Total Current 1-30 days 31-60 days  Over 60 days
Trade Receivables B2,214,852 R2,142,667 R10,647 6,981 ®54,557
Other Receivables 1,386,221 18,925 75,570 4,087 1,287,639
Total 3,601,073 R2,161,592 R 86,217 P 11,068 F1,342,196
Allowance for
Doubtful Accounts (229,342)
Net Receivables B3,371,731

SEC Form 17-Q
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of
Operations:

Results of Operations

Market remiains -strong largely driven by government infrastructure projects. For the quarter;, the
Companys net sales  improved from the samé period last year despite lower cement prices from
aggressive market competition and lower $ales from other business associates. Net sales as at.end’
of third quarter was Php27.3 billion, higher by 6. 3% as compared to Php25.7 billion reported in the.
same peried last year.

Company’s production volumes. as of the first three quarters of the year continued to improve
compared to the same period last year from improved productivity across. all plants. Cost of sales
was higher driven by increasing cost of fuel, power and distribution coupled with the impact of peso
degreciation on imported materials. The Company achieved a total operating EBITDA of Php3.4
‘billion for the first three guarters .compared to the Php4.4 billion reported on the same period last year.
The Company also incurred interest expenses on #ts short-term foans. Net income: after tax stood at
Php1.7 billion with earnings per share of Php0. 27.

Financial Position
The Group's financial positioh has remained healthy with very liquid cash position and strong asset-
utilization ratio as it still continues to generate high reveniugs. Total assets stood at B38.3 billion, 8%
higher from end of 2017.
Cash Flow Generation
The Group’s cash requirements have been mainly sourced from operating activities.
Key Performance Indicators

The comparative financial KPI's of the Group for the. periods ended September 30; 2018 ‘and- 2017
were as follows:

For the period
ended September 30
Financial KPI Definition 2018 2017
Profitabitity _
_ _ Net Income
Return on Equity (ROE) .Ave. Total Shareholders' 8.0% 9.5%
Equity
- - S Net Income o as
Return on Asset (ROA) Average Total Assets 4.7% 5.6%
Efficiency
EBITDA Margin Operating EBITDA 12.5% 17:3%
Net Sajes
Liguidity
. . Net Financial Debt (Asset) no GO
- . = 28.8% 4.5%
Gearing Stockholders' Equity £O.5% e
EBITDA Net Interest Cover Operating EBITDA 250 times | (393.8) times
Net Inicrest

SEC Form 17-Q 9



Profitability.and Efficiency

Both profitability and: efficiency indicators have slightly decreased.as compared to the same period of
last year due to lower income generated from operations.

Liquiidity

The Group’s liquidity position remained strong evidenced by significant cash batance.

Notes to Financial Statements
1. Summary of Significant Accounting Policies

These: condensed consolidated interim financial staiements have. been prepared in accordance
with PAS 34 Inferim Financial Reporting and do rict include all of the information .and disclosures'
required in the annual financial statements, and should be read in conjunction with the Group's
.annual financial statements as at December 31, 2017:

The accounting policies ad'o__p_ted are consistent with those of the previous financial year except for
the adoption of the following ameéndments -effective after the reporting period ended December
31, 2017: '

Amendments to PFRS 2, Classification and Measurement of Share-based Payment Transactions
The amendments to PFRS 2 include:.

a. Accounting for cash-settled ‘share-based payment transactions-that contain a performance
condition. The amendment-added guidance that introduces accounting requirements for cash-
settled share-based payments that follows the same approach as used for equity-settled
share-based payments. '

b. Classification of share-based payment transactions with net settlement features.
The amendment has. introduced an exception into PFRS 2 so that a share-based payment
where the entity settles the share-based payment arrangement net is classified as equity-
settled in its entirety provided the share-based payment would have been classified as equity-
settled had it not.included the net settlement feature.

c. Accounting. for modifications of share-based payment fransactions from
cash-settled to equity-seitled. The amendment has introduced the following clarifications:

o On modifications, -the original liability recognized in respect of the cash-setlled share-
based payment is derecagnized and the equity-settled share-based payment is
recognized at the modification date fair vaiue to the extent services have been rendered
up to the modification date.

s Any difference between the carrying amount of the liability as at the modification daté and
the amount recognized in equity at the same date would be recognized in profit and loss
immediately.

‘The amendments are effective for annual periods beginning on or after January 1, 2018 with
earlier application permitted.

“The management of the Group assessed that the application of the amendments will not have

significant impact on the Group's consolidated financial statements as the Group dess not have
-any cash-settled share-based payment transactions that coritain a performance condition.
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Amendments to' PFRS 4; Applying PFRS 9, Financial Instruments with PFRS 4, Insurance
Contracts

Thie amendments provide two options for entities that issue insurance contracts within the scope
of PFRS 4:

« an option that permits entities to reclassify, from profit or loss to OCI, some-of the income or
expenses arising from desighated financial assets, this is the so- calied overlay approach; and

= an optlonal temporary exemption from applying PFRS. 9 for ‘entities whose predominant
activity is issuing contracts within' the scope of PFRS 4; ‘this is the so-called deferral
approach.

The application of both approaches is optional and an entity is permitted to stop applying thern
before the new insurance contracts standard is applied.

An entity applies the deferral approach for -annual per'i‘odé beginning on or after
January 1, 2018,

The management of the Group assessed that the application of the amendments will not have
impact on the Group's consclidated financial statements as the Group does not have any
insurance contracts. '

PFRS9, Financial Instrumenis (2014)

This standard consists of the following three phases:

Phase 1: Classification and measurement of financial assets and financial fiabilities

With respect to the, classification and freasurement under this standard; all recognized firiancial
asseis that-are currently within' the.scope of PAS' 39 will be subsequently measured at either
amortized cost or fair value. Specifically;

e A debt instrument that (i) is held within-a business model whose objective is to collect the
contractual cash flows and {ii) has contractual cash flows that are solely payments: of prlnmpai
and interast on the principal amount outstanding must be mieasured at'amortized cost (net of
any- write down for impairment), unless- the asset is designated at fair value through profit or-
loss (FVTPL) under the fair vaiue option..

o A debtinstrument that (i) is held within a business model whose objective is achieved both by.
‘collecting contractual cash flows and selling financial assets and (i) has contractual terms of
the financial asset five rise on specified dates. to- cash flows that are solely payments of
‘principal and interest on the prlnclpal amount outstanding, must be measured at fair value:
1hrough other comprehensive income (FVTOCI), unless the asset is designated at- FVTPL
under the fair valug option.

¢ Al other debt iristrurnents must be measured at FVTPL.

s Al equnty investments are to be measured in the statement of financiai position at fair vaiue,
with gains and losses recognized in ‘profit or loss except that if an equity investment is not
held for trading, an irrevocable election can be made at initial recognition to measure the
investment at FYTOCI, with dividend income recognized'in profit or loss.

This standard aiso contains Tequirements for the classification and measurement of financial
liabilities and derecogmhon requirements. One ‘major change from PAS -39 relates to the
presentation of changes in the fair value of a financial liability designated as at FVTPL
attributable to chdnges in the credit risk for the liability. Under this: standard, such changes are’
presented in other comprehenswe income (OCI), unless the presentation of the effect of the
‘change in the liability credit risk in OCl would create or enlarge an accounting mismatch in
profit or loss, Changes in fair value attrlbutable to a financial liability's credit risk are not
subsequently reclassified to profit or loss. Under PAS 38, the entire amount of the change in
the fair value of the financial liability demgnated as FVTPL i presented: in profit or loss.

The management of the Group assessed that the application of this phase of F_’FRS. S will not
have a significant impact on its consolidated stalement of financial position as its curfeént
financial assets carried at fair value are not significant.
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Loans as well as trade receivables aré held to collect contractual cash flows and are expected
to give rise to cash flows representing solely payments of principal and interest. Thus, the.
‘Group’ expects that these will continue to be measured at amortized ‘cdst under PFRS 9.

‘However, the Group will analyze the contractual cash flow characteristics of those
inistruments in- more detail before céonciuding whether all those. instrumerits méeet the criteria:
for amortized cost measurement under PFRS 9.

Phase 2: impairment methodology

The impairment model under this standard reflects expected credit losses, as opposed to incurred .
credit losses under PAS 39, Under the impairment approach of this standard, it is no longer
necessary-for a credit event to have occurred before credit losses are recognized. Instead, an
entity always accounts for-expected credit losses and changes in those expected credit losses.
The-amount of expected credit losses should be updated at each reporting date to reflect changes
in.credit risk since initial recognition.

PFRS 9 requires the Group to record expected credit losses on all of its loans and “trade
receivables, either on a 12-month or a lifetime basis. The Group plans to apply the simplified
approach and record lifetime expected losses on all receivables. The Group assessed that the
application of this phase of PFRS 9. will not have a: significant impact on its equity due to the
unsecured nature of its loans and receivables, but it will need to perform a more detailed analysis-
which: considers all re_asonable and supportable mfom'la_tio_n including forw_ard -looking -elements
1o determine the extent of the impact.

Phase 3: Hedge accounting

The geheral hedge accounting requirements for this standard retain the three types of hedge.
accounting mechanism in PAS 39. However, greater flexibility has been introduced to the types of
transactions eligible jor hedge accounting, specifically broadening the types of instruments that
qualify-as hedging instruments and the types of risk components .of non-financial items-that are
eligivle for hedge accounting. In addition, the effectiveness test has been overhauled and

replaced with. the principle of economic relationships. Retrospective assessment of hedge
effectiveness is no longer required. Far more disclosure requirefrients about an entity's risk
mana__gement activities have been introduced.

The. Group assessed that the application of this phase of PFRS 9 will not have-a significant
impact.as it does not apply hedge accounting on any existing hedge relaticnships.

The standard is effective for annual reportmg periods beginning on or after January 1, 2018.
Earlier applicationis permitted.

The-management of the Group plans to adopt the new standard on the required effective date
Based on the preliminary assessment, the- Group expects no significant impact to its consolidated
statement of financial position.

PFRS 15, Revenue fram Contracts with Customers:
The standard combines, enhances, and replaces specific guidance on recognizing revenue with a
smgle standard. An- entity will recognize revenue to depict the transfer of: promised goods or

services to customers in an amount that reflects the consideration to which the entity expects to
be entitled in exchange for those goods or services.

It defines a new five-step modsl to recognize revenue from customer contracts.

» [dentify the contract(s) with a customer

o [dentify the performance obligaticns in the contract.

o Determine the transaction price

s Aliocate the transaction price to the performance obfigations in the contract

¢ Recognize revenue when (or as) the entity satisfies a performance abligation.

Application of this guidance will depend on the facts and-circumstances present in a contract with
a customer and will require the exercise.of judgment.
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The standard is mandatory for .anhual reporting periods beginning on or after
January 1, 2018. Earlier application is permitted.. '

PFRS 15 establishes a new five-step moedel that wiil -apply o revenue arising from contracts with
customers, Under PFRS 15, revenue is recogmzed at an amount that reflects the consideration to
which an entity expects to b& entitled to in exchange for transferring -goods or services to a
customer. The principles in PFRS 15. provide a more -structured approach to measuring and
recognizing revenue. '

The new revenue standard is applicable to all -'en_fities_- and will supersede all current revenue
recognition requirements under PFRS. Either a full or modified retrospective application is
required for annual periods beginning on-or after January 1,2018.

The Group plans to adopt the: new standard on the required effective date.
{a) Sale of goods

The Group is primarily involved in-the dellvery at a point in time of cement, -aggregates.and cother
construction materials. Conitracts with customers in which the sale of these products is generally
expected to be the only performance obligations are not expected to have any impact on the
Group's profit or loss. The Group expects the revenue recognition to occur at a point in time when
control of the asset is transferred to the customer, generally on defivery of the goods.

(b} Variable consideration

Some contracts with customers provide a right of return, trade discounts or volume rebates:
Currently, the Group recognizes réveriue fromthe sale of goods measured at the fair value of the
consideration received or receivable, net of discounts, returns and aliowances. Such provisions
give rise to variable cansideration under PFRS 15, and. will be required to be estimated at contract
inception.

(¢) Disclosure requirements

PFRS 15 provides presentation and disclosure requirements, which aré more detailed than under
current PFRS. The presentation reguirements represent a significant change from current practice
and significantly increases the volume of disclosures required in the consolidated financial
statements. Many of the disclosure requirements in PFRS 15 are completely new. The Group is
currently: assessmg the changes it-needs to make in its current systems, internal controls; policies
and procedures in order to collect-and disclose the required information.

Amendments io PFRS 15, Clarifications to PFRS 15

The amendments in the. standard. addresses three. topics namely identifying pefformance.
obligations, principal versus agent c0n3|derat|ons_ and licensing and provide some transition relief
for modified contracts and completed contracts:

e Added a ctarification ‘that the objective of the assessment of a promsse to transfer goods or
services to a customer is to determiine whether the nature of the promise, within the context of
the: contract, is to transfer each of those goods-ar services individually or, instead, to-transfer a
combined item or items to which the promised gocds. or services:are inpuis.

o Clarification on how to assess control in in tetermining whether a party providing goods of
services is a principal or an ‘agent-

¢ Clarification on when an entity's activities significantly affect the intellectual property by
amending the application guidance.

The: standard is. mandatory for annual reporting periods beginning on or after
January 1, 2018. Earfier application is permitied.

The management of the Group assessed that the application of the amendments will not have a
significant impact on the Group's consolidated financial statements, as the Group does not have
complex:revenue transactions.

PIC Q&A No. 2016-04, Application of PFRS 15 "Revenue from Coniracts with Customers®-on
Sale of Residential Properifes under Pre-Complation Contracts
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This: interpretation applies to the accounting for revenue from the sale of a residential property'
unit under pre-completion stage (i.e., construction is on-going or has not yet commenced) by a
real estate developer that.enters into a Contract to Sell (CTS) with & buyer, and the developer has
detarm_lned that the contract is within the scope. of PFRS 15 by satislying all the criteria in
paragraph 9 of PFRS 13.

This interpretation does not deal with the accounting for other aspects of real estate sales such.as
variable considerations, financing components, commissions and other contract costs, timing of
sales-of completed properties, etc.

The: interpretation is effective on the same date as the effective date of PFRS 15, Revenue from
Contracts with Customers

The management of the Group does not anticipate. that the application: ¢f the. new interpretation
will have an impact on the Group's consolidated financial statements, as the Group does hot sell
any residential propetties.

PFRS.16, Leases

This. standard specifies how a PFRS reporter will recognize, measure, present and disclose
leases. It provides a single: lessee account:ng model, requiring lessees to récognize assefs and
liabilities for all ieases unless the lease term is 12 months.or less or the underlying asset has-a
low value.

A contract is, or contains, a lease i it conveys the right to control the use of .an identified asset for
a period of time in excharige for consideration, Control is conveyed where:the customer has both
the right fo direct the identified asset's use and o obtain substantially all the economic. benefits
from that use. An asset'is typically identified by being explicitly specified in a contract, but an
asset can also be identified by being implicitly specified at the time it is made -available for use by
the customer.

Lessors continue 1o classify leases ‘as operating or finance, with PFRS 16's approach-to lessor
accounting substantially unchanged from its predecesser, PAS 17,

The standard is effective for annual reporting periods beginning on or after January 1, 2019.
Earlier application’is permitted only if PERS. 15, Revenue from Contracis with Customers Is also

adopted.

The management of the Group will adopt this standard when it becomes effective and the
management of the Group is still evaluating the impact of the new standard.

Annual Improvements to PFRSs 2014-2016 Cyc.-'e

The annual improvemenis address the following issues:

Amendments to PFRS 1, First-time Adoption of International Financial Reporfing Standards

The amendments ;i'nclude the _c_lelet'icn of short-term exemptions stated in the appendix of PFRS 1,
because they have now served their intended purpose. The-amendments are effective for annual
periods beginning on or after January 1, 2018 with earlier application permitted.

Amendments to PAS 28, /nvestments in Associates and Joint Venfures

Thé amendments &larify that the election to measure at fair value through profit or loss an

invastment in an associate or a joint veniure that is held by an entity that is a venture capital
organization; or other gualifying entity, is available for each investment in an associate or joint

‘venture onan investment-by-investment basis, upon initial recognition.

The amendments are: effective for annual periods beg‘inning on or after January 1, 2018 with
earlier application permitted.

The management of the Group assesséd that the application of the ameridments will not have an

‘impact on the Group's consolidated financial statements -as the Group is neither a fi rst time
adopter of IFRS nor'a venture Gapital organization. Furthermore, the Group does not have any

associate or joint. venture that is-an investment entity.
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Amendments to PAS 40, Investment Property - Transfers:of investment Property

The amendmients in Transfers of Investment Property {Amendments to IAS 40) are:

o Stating that an entity:shall transfer a property to, or from, investment: property when, and only
when, there is evidence of a charige in use. A change of use occurs if property meets, or
ceases fo meet, the definition of investment property. A change in management‘s intentions
for the use.of a property by itself does not constitute evidence of a.change in use.

e The list.of evidence in paragraph 57(a) — (d) was designated as non-exhaustive. list of
examples instead of the previous exhaustive list

The amendments are effective for periods beginning on or after January 1, 2018.. Earlier
application is permitted.

The management of the Group assessed that the application of these amendments may have an

impact on the Group's consolidated financial statements in future: periods should. there be a

¢change in use of any of its properties.
Philippine Interpretation IFRIC 22, Foreign Curréncy Transactions and Advance Consideration

The interpretation covers fareign currency transactions:when an entity recognizes a non-monetary
asset or non-monetary: liability arising from the payment or recéipt of advance. consideration

before the entity recognizes the related asset, expense or income. It-does not apply when an-

entity measures the related asset, expense or income on initial recognition at the fair value of the
consideration received -or paid at a date cther than the date of initial recognition of the non-
monetary asset.or non-monetary liability.

The. interpretation is effective for periods beginning on or after January 1, 2018. Earlier application
is permitted. '

The management of the Group assessed that the: application of the interpretation will not have a
significant impact on the' Group’s consolidated financial statemients. This.is because the Group

already accounts for the-transactions involving the payment.or receipt of advance consideration in
a foreign currency in-a way that is consistent with the amendments.

Amendments. to PFRS 9, Prepayment Features with Negative Comperisation

The amendments include:

Changes regarding symmetric prepayment options

Under the-current IFRS 9 régquirements, the SPPI condition is not:met if the lender has to make a

settlement payment in the event of termination by thie borrower (also: referred to as early
repayment gain). '

Prepayment Features with Negative Compensation amends the .existing requiremerits in IFRS 9.

regarding -iermination rights in. order. to allow measuremenit at amortized. cost {or, depending on
the -business model, at- fair value-through other comprehensive income} even in the case of
negative compensation payments.

Under the amendménts, the sign 6f the prepayment amount is not:rélevant, ie. depending on the
interest rate prevailing at the time of termination, a payment may also be: made in favor. of the
contracting party: effecting the early repayment The calculation. of :this compensatlun ‘payment
must be the same for both the case of an early repayment penalty and the case of an early
repayment gain.

Clarification regarding the - modification of financial liabilities

The final-amendments also contain a clarification regarding the- accounting for a modification or -

exchange of a financial liability: measured at amortized cost that does not resuit in the
derecognifion of the financial liability. The IASB clarifies that an entity recognizes any adjustment

to the amartized cost of the financial liability arising from a modification or exchange in profit or

loss at the. date of the modification or exchange. A retrospective change of the accounting
freatment may therefore bécome necessary if in the past thie effective interest rate was adjusted
-and not the amortized cost-amount.
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‘The amendments are. effective for periods beginning on or after January 1, 2019. Earlier
application is permitted.

The management of the Group will adopt the amendments when they become effective and.the
management of the Group does not anticipate that the amendments will have a significant impact
on the Group's consolidated financial statements as. the Group does not. have complex financial
instruments: ' o

Amendments to PAS 28, Long-term Inferests in Associates and Joint Ventures
The amendments are:

Clarification that an .entity applies PFRS 9 mclud'lng its impairment regquirements,
to long-term. interests ‘in an assoclate or joint venture that form part of the net.investment in the
associate or joint venture but to which the equity method is not applied.

The amendment is effective for periods beginning on or after January 1, 2019.
Earlier application is permitted. '

The management of the Group ‘will adopt this: amendment when it becomes effective and the
management of the Group does not anticipate that the. amendment- wilt have a significanit ifpact
-on the Group's consolidated financial statements as the Group does not have long-term interests
in associates or joint ventures.

Mew Accounting Standards Effective after the Reporting Period Ended December 31, 2017 -
Adopted by FRSC but pending publication by the Board of Accountancy

The Group will adopt the following-once these become effective..
Philippine Interpretation IFRIC 23, Unceértainty over Income Tax Treatments

This interpretation applies in determining the taxable profit (fax loss), tax bases, unused tax
losses. unused tax credits and tax rates, when there is uncertainty over income tax ireatments
‘under PAS 12, fncome Taxes.

-An entity has to consider whether it'is probabie that the relevant authority will accept each tax
treatment, or group of tax ireatments that it used orplans to use inits income tax filing.

o If the eniity concludes that it is probabie that @ particular tax treatment is accepted, the entity
has to determine taxable profit {tax loss), tax bases, unused tax losses, unused tax credits or
tax rates consistently with the tax treatment included in its income tax flilngs

o 1f the entity concludes that it is not probable that a particular tax treatment is accepted,. the
entity has to use the most likely amount or the expected value of the tax treatment when
determining taxable profit (tax ioss), tax bases, unused taxlosses, unused tax credits and tax
rates. The decision should be based on which method provides better predictions of the
resolution of the uncertainty,

An-entity has to reassess its judgements and estimates if facts and circumstances change.

The ihter_pretation is aeffective for annual reporting pericds beginning on or after January 1, 2019.
Earlier application is permitted.

The management of the Group is still évaluating the impact of the new Interpretation on the
Group's determination of taxable profitloss, unused tax losses, unused tax credit and tax rate.

Amendments.to PAS 19, Plan Amendment, Curtailment or Settlement:
The amendments in.Plan Amendment; Curtailment or Settlement are:

o If a pian amendment; curtailment .or settlement occurs, it is now mandatory that the current
service cost and the net interest for the period after the remeasurement are determined using
the-assumptions used for the remeasurement.

s In addition, amendments have been included to clarify the effect of a plan amendment,
curtaitment or settiement on the requwements regarding the asset cellmg
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The amendments are effective for periods beginning on or after January 1, 2019. Earlier
application is permitted.

The management of the Group is still evaluating the: impact of the amendment.
Annual Improvements to PFRSs 2015-2017 Cycle
Amendments to PFRS 3 and PFRS.11, ‘Previously held interest in a joint operation.

The amendments to PFRS 3 clarify that when an entity obtains control of a busingss. that.is & joint.

aperation, it remeasures previously held intérests in that business. The .amendments to PFRS 11
clarify that when an entity obtains joint control of a business that is a.joint operation, the entity
does not remeasure préviously held interests in that business.

Amendments to PAS 12, income tax consequences of payments on financial instruments
classified as equity

The améndments clarify that the requirements in the. former paragraph 52B {to recognize the
income fax. consequences: of dividends where the transactions” or events that generated
distributable. proflts are recognized) apply to all income tax consequences -of dividends-by moving
the paragraph away from paragraph 52A that only deals with S|tuat|ons where there are different
tax rates fof distributed and undistributed profits.

Amendments to PAS 23, Borrowing costs eligible.for capitalization

The amendments.clarify that if any specific borrowing remairis outstanding after the related asset

is ready for its intended use or sal¢, that borrowing bécomes part of the funds that an-entity

‘borfows generally when calculating the capitalization rate on general borrowings.

The amendments are effective for periods beginning on or after January 1, 2019. Earlier

application is‘permitted.
The management of the Group is still evaluating the impact of the amendmenits..
PFRS 17, Insurance Contracts

PFRS 17 establishes the principles for the recognition, measurement, presentation and-dis¢losure

of insurance coritracts within the scope of the standard. The objective of PFRS 17 is to ensure’

that an entity provides relevant information that faithfully represents those -contracts. This

information gives a basis for users of financial statements to assess. the effect that insurance.

contracts have on the entity's financial position, financial performance and cash flows.
The key principlesin PERS 17 are that.an entity:

° |den1|f|es as insurance contracts those contracts under which the entity accepts significant

insurance risk from another party (the policyholder) by agreeing fo comipensate. the.

policyholder if a specified uncertain future ‘event (the insured event) adversely affects the
policyholder;

o separates specified embedded: derivatives, distinct investment components and distinct
performance obligations from the insurance: contracts;
divides the contracts into groups that it will recognize. and measure;
recognizes and. measures groups of insurance contracts at:

» a risk-adjusted present value of the future cash flows {the fulfilment cash flows) that
incorporates all of the available information about the fulfilment cash flows in a way that is-

consistent with observable market |nformat|on plus {if this value is:a liability) or minus. (if
this value is an asset)

« an amount representing the unearned profit in the group of contracts (the contractual.

service marg:n),

¢ fecognizes the profit from a group of insurance contracts over the period the entlty provides

“insurance caver, and as the. entlty is released from risk. If a group of contracts is or becomes
loss-making, an entity recognizes the loss immediately;

¢ presents separately insurance revenue: (that excludes the receipt of any investment
component), insurance service expenses (that excludes the repayment of any investment
compenents) and ihsurance finance income or expenses; and

« discloses information to enable users of financial statements to assess the effect that
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contracts within thé scope of PFRS 17 have.on the financial position, financial. petformance
and cash flows.of an entity.

PFRS 17 includes an optional simplified measurement approach, or premium allocation approach,
for simpler insurance contracts.

The standard is effective for periods beginning on or after January 1, 2021. Earlier application is
permitted if both PFRS 15, Revenue from Contracts with Customem and. PFRS 9, Financial
Instruments have also been applled

The managemeént of the Group is stil’l'evaluating_the impact of the new standard.
2. Seasonality Aspécts of the Business

Like any other company in the construction industry, the operations of the Group are affected by
seasonality. Net salés are generally higher in dry rrionths from February to May and lower during
the rainy months of June to Noverber. Low sales are also-experienced during Décember due to
holidays until early January. Unpredictable weather could aiso significantly affect sales and
profitability compared to previous periods coupled with any unforeseen circumstances like
disruptions in productions.

3. Financial"'Risk Management Objectives and Policies

General Risk Management Approach

The Group is exposed to various fi nancial risks, which include the effect of changes in debt
structure, equity market prices, foreign currency exchange rates and interest rates: The Group's
overall risk management program focuses on the unpredictability of financial markets and seeks
to minimize potential and adverse effects-on the financial performance.of the Group. The Group
dogs not enter into other derivative or financial transactions which are unrélated to its operating’
business as a fisk-averse approach is pursued.

Financial risk management of the Groupis-governed. by policies approved by management. It
provides principles for overall risk management, as well as- policies covering. specific risk areas
such as interest rate risk, forelgn exchange risk, counterparty risk, use of derivative: financial
instruments and investing assets in éxcess of Ilqmdlt_y requirements.

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

The main risks arising from the Group's financial instruments are market risks
(whieh include foreign currency risk and interest rate’ risk), credit risk and liquidity risk.. The Board
.of Directors (BOD) reviews and approves the palicies for managing gach of these risks and they
are summarized below. The Group’s accounting policies in relation to financial instruments are
set out in Note 5 to the consolidated firancial statements.

Market Risks

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

price.
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Foreign Currency Risk

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

The Group has foreign exchange exposures, ansmg primarily from -purchases of geods and
‘services and debt servicing requirérments in cuirencies other than the Philippine Peso that [eads
to curréncy translation effects. As of September 30, 2018, there are no revenues denominated in
ctirrencies other than the Philippine Peso.

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

As of September 30, 2018, the Group had minimal -assets' and lizbilities exposed to foreign
currancy risks.

Interest Rate Risk

Interest rate risk is the risk that future cash flows from a financial instrument: {cash flow interest
rate risk) or its fair value (fair value interest raté risk) will fluctuate because of changes in market
interest rates.

The Group is exposed to fluctuations in financing costs and market value movements of its debt
portfolio related to changes in market interest rates. The Group's interest rate expasure is mamly
addressed through the steering of the fixed/floating ratic of net debt, To manage this mix, the
Group may enter into derivative transactions, -as appropriate. As at September 30; 2018 and
2017, the Group-has minimal exposure to interest rate risk.

Credit Risk

Credit risk is the risk that counterparties may not bee able to setile their obligations as agreed. To
managa this risk, the Group periodically assesses the fi nancial reliability of customers.

“The Group constantly monitors its credit risk-exposures. Counterparties fo finangial instfuments
consist of a large number of major financial institutions. The Group does not expect any
counterparties: fo fail in meeting their obligations, given their high credit ratings. In addition, the
Group- has no significant concentration of credit risk with any singlé counterparty or group of
counterparties.

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

“The Group trades only with recognized, :credit-worthy third parties. 1t is the Group's policy that all
third-party customers who wish 1o trade -on credit ‘tefms are subject to credit verification
procedures. In addition, receivable balances are monitored ‘on an ongoing basis to reduce the
Group’s exposure to bad debts to minimal.

With respect to credit risk arising from the other financial assets of the Group, which consist of
due from related parties, advances to employees, available for sale (AFS) financial assets, and
guarantee and refundable deposits, the’ Group's exposures afise from default of the counterparty,
with 2 maximum exposure equal to the-carrying amount of these instruments.

Liquidity Risk

‘Liquidity risk- ig. the Tisk™ that the Group will encounter difficalty in raising funds to ‘meet its
contractual obligations and commitments. The seasonality of revenue generation exposes. the
Group to shortage of funds. during slack season and may result in payment defaults of financial
commitments. The Group. monitors this: risk using a recurring liquidity planning teol. This tool
considers the-maturity of both its- financial assets and projected cash flows from opérations. The
Group's objective is to maintain a balance between continuity of funding and flexibility through the
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use of bank credit facilities, finance leases and purchase contracts. It is responsible for its own
cash surpluses and the raising of foans to cover cash deficits, subject to- policies. and’ guidelines.
approved by management and in certain cases at the'BOD level.

The Group maintains sufficient reserves of cash and cash equivalents, which-are short-tefm in
nature, unused credit lines and readily available marketable securities to meet its liquidity
requirements at ali times. In-addition, the. strong credit worthiness of the Group allows it to make
efficient use of the financial markets for financing purposes. As-at September 30, 2018, the
Group has unutilized credit facilities of B12.7 billion.

Capital Management Policy

The Group considers eqguity. atiributable to the equity holders of the Parent Company as its.
capital. The Group's objectives when managing capital are to secure the Group’s ongoing
financial needs fo continue as a going concern as well as to cater for its growth targets in order to
provide: returns to sharéholders and benefils for other stakehc:{ders and to maintain a cost-
efficient and risk-optimized capital structure.

The Group manages-the capital structure and makes adjustments to it in light of thé changes in
economic conditions, its business activities, investment and expansion program and the risk
characteristics of the underlying assets. In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to shareholders, return capital to shareholders,
issue new shares, or sell assets to reduce debt.

The Group monitors capital, among others, on the basis of gearing ratio.
4. Financial Assets and Liabilities
Fair Value of Financial Instruments

The estimated: fair value of each class of the Group's financial instruments, is equal to: their
carrying amount as at September 30, 2018 and December 31; 2017. The followmg methods and
assumptions are used to estimate the fair value of each class of finaneial instrument for which it is
practicable to estimate such value:

Cash and Cash Equivalents, Trade and Other Receivables, Advances to Employees, Restricted
Cash, Shori-term Financial Receivables, Loans Payable dnd Trade and Other Payables. Due to
the short-ferm nature-of the transactions, the fair values of these instruments approximate the
corresponding camyi ng-vaiues as at end of eaich reporting period.

Derivative-Assets and Liabilities. The fair values of the embedded currency forwards with notional
amount. of EURE154.8 thousand anhd USDS$5.5 million of derivative assefs -and ligbilities;
'respectwely, are calculated by referance 16 current forward exchange..

AFS Financial Assets. The fair values of publicly traded instrumerits are determined by reference
to quoted market prices as at the end of each reporiing peried. Investmients in unquoted equity
-securities are carried at cost, nét of any impairment in value.

Long-term Financial Receivable and Guarantéee Deposits. These are carried at cost, less any
impaifment in value, which approximates their fair values calculated using.the discounted cash
flows method.

‘Fair Value Hierarchy

As at September 30, 2018 and December 31, 2017, the Group’s financial instruments measured
at fair value include only the quoted eqmty securltles classified as AFS financial assets (Level 1).

As at September 30, 2018 and December 31, 2017, the Group does not have financial
instruments whose fair values are determined using mputs that are not based on observable
market data (Level 3). There were nd reclassifications made between the differenit fair value
hterarchy levels in 2018 and 2017.
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5. Segment Reporting

Operating segments are components of the Group that engage’in’ business activities from which
they may earn revenues and incur expenses {including revenues and expenses relating to
iransactions with other components of the Group), which operating results are regularly reviewed
by the chief operating decision maker* to make decisions about how resources are to be allocated
1o each of the segments and to assess their performances; and for ‘which discrete financial
information is ‘available. Management réassesses on an annual basis whether there have been
-any change in the. operatlng segments or in the reportable operating segments in accordance with
PFRS 8, Operating Segments.

For management purposes, the Group is organized into activities based on their products and has
two segments, as follows:

e Clinker and Cement segment, which manufactures and sells clinker and cement for beth
domestic and export customers; and

‘@ Other Construction Materials and services segment; which includes operations from the RMX
business, Helps-L)-Build-Better {HUBB), Specialty Products and Aggrégates Trading.

Management monitors the operating: results. of its business segments for the purpose of making
decisions about- resource allccation and performance -assessment. Segment: _perfqrmanc_e- 5
based ori operating EBITDA and is measured consistently with consclidated niet income in the
consolidated. statement of profit or logs and other comprehensive income. Howéver, the Group’s.
finance ircome and charges and income taxes are managed on a group basis, and are not
allocated to operating segments. Transfer prices between operating segmients are on an arm's
length basis similar to transactionis with third parties.

Segment revenues, EBITDA, assets and liabilities as at September 30, 2018 and 2017 are
presented below:

2018
Adjustments
Clinker and _ ~and
cement Others Total eliminations Consolidated
_ (In Thousands)
Revenue: _ _ _ _
External customers  $25,323,941. £1,805,001 $27,128,942 £138,846 P27,267.788
inter-segment 209,516 . 209,516 (209,516) -
£25,533,457 P1,805,001 P27,338,458: (P70,670) 27,267,788
Operating EBITDA P4,541,327 P255,180 P4,836,507 (P1,433,863) 3,402,644
Segment assets 31,167,423 185,021 31,352,444 6,968,809 38,321,353
Segment liabilities 8,610,693 229,076 8,839,769 8,094,439 16,934,208
2017
Adjustments
Clinker-and. and
‘cement Others Total eliminations Consolidated
{in Thousands)
Revenue.
External customers B24,108,820 B1,473,686 PR25,582,608 R81,195 R25,863,801
!nter-ség@nt 568,881 - 568,381 (568,881) -
B24 677,801 B1,473,686 B26,151,487 (R487,686y R25,663,801
Operatirig EBITDA B5,603:321 R198,904 B5,802,225 {(R1,365,958) 24,436,267
Segment assets 26,549,167 623,277 27172444 8,865,611 36,038,055
Segment liabilities 6,008,959 541,960 8,551,919 7,249,719 1f3,-801_',638:

" Chief operating-decision maker is composed of the Group’s Exgcutive.Commitiee
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s".

Retained Earnings

On May 18, 2018, the BOD declared cash dividends in the amount of Php0.42 per share te all

.stockholders of record as of June 15, 2018 with payment date of not later than July-10, 2018.

Interim Disclosures

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

1.

10.

11.

12.

13,

14..

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

Chariges in estimates of amounis reported in prior financial years that have a material effectin
the current period.

Issuances and repurchases of equity securities.

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

Existence of material contingencies and other events of transactions that are material 16 an
understandlng of the current interim period.

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

Events:that will trigger direct or contingent material financial obligations to the Group..

Material off-balarice sheet transactions, arrangements, obiligations (direct or- contingent), and
other relationships. of the Group.with unconsolidated entities or other persons created during the
year.

Material commitments for capital expenditures.

Known trends; events or unicertainties that have had or that are reasonably expected to have a
material favorable impact on net sales/revenuesfincome from continuing operations.

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

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

Material changes in the composmon of the Group, including any business combination,
acquisition or disposal of subsidiaries and long-term investments, restructurings and d|scont|numg
operations,

Any seasonal aspect that had a material effect on the financial condition or results of operation,
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Material Changes in Balance Sheet Accounts

35% deciease in Cash and cash.equivalents
Mainly due to lower cash flows from aperations and higher spending for capital-expenditures.

2% decrease in Trade and other, receivablgs - nat
Primarily due to lower saies outstanding at the end of quarter compared with year-end and collection
of outstanding receivables from related parties.

52% increase in Inventories

The.increase was driven by higher local clinker production volumes and’ purchases of imported
production inputs. Spare. parts: also increased due to scheduled plant shutdowns during .and in
preparation for the next periods.

89% decrease in Short-term financial receivables.
Mainly due to receipt of payment of short-term financial receivable from related party:

45% increase in:Other current assets
Mostly-from the increase in prepayments for real property and other business taxes, insurance,
rentals, time-chartered services, creditable withholding taxes and deferred expenses.

107% increase in Other noncurrent assefs _ _ _ .
Due to increase in long-term financial receivables from a related party and guarantee deposits, offset
by decrease in deferred input value-added taxes due to amoitization.

65% increase in.Loan payables _ _
Due to additional short-ferm loan agreements with externai and related parties.

15% increase in Trade and other payables o _ o
Largely due to higher shipping / distribution costs and importations of clirnker, fuel and spare parts.

35% decrease in Income fax payable
Mainly due to payment of income taxes this-year.

9_'%'-decrease_ in Retirement henefits ffabﬁ;'i‘fes.i
Attricutable-to contributions made during the pericd.

9%. decrease in Provisionis _
Due to settiement of tax provisions during the period.

198% decrease in QOther reserves _
Diie to accrual of share-based remuneration for the period.

12% decrease in Retained eamings

The decrease was mainly due to dividend declaration net of income recognized for the period. Refer

to discussion on Retained Earnings for details.
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Material Changes in Income Statement Accounts

6% increase in Net sales _
The indrease was a result of increasing dernand from accelerated government construction projects.

Refer to Managément Discussion and Analysis for details.

_13%__ inerease in Cost of sales- _ _
Mostly due to higher fuel, energy and disiribution costs.

11% decrease in Depreciation and amortization

Mainly due to impact from disposal of property, plant and equipment under other -associated

businesses.

158% dlecrease in Other income (expenses) - net

‘Mainly due to-higher interest expenses récognized during the period from existing short-term loans.

47% decrease in Provision forincome tax
Due to lower taxable income. from first-to third quarter of the year,

8% decrease in Noncontrolting inferest.in net income

‘Decrease was mainly due to lower profit of subsidiaries compared-to same period last year and a

declaration of dividends during the year.
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Holcim Philippines, Inc. and Subsidiaries
Schedule of Financial Soundness Indicators

For the nine (9) Months

Ended September 30
Financial KPI Definition 2018 2017
Current/Liquidity ratio
Current Ratio il L 72.1% 75.4%
Current Liabilities
Solvency ratio/Debt-to-equity ratio
. Net Financial Debt (Asset)
G .89 .39
eaning Stockholder's Equity 00k (23.2%)
Asset to Equity Ratios
Asset to Equity Ratio/ Total Assets " i
Equity Multiplier Stockholder's Equity Tk .0

Interest Rate Coverage Ratio

Interest Rate Coverage lngoime bedors Tex 18.5 times 28.2 times

Net Interest

Profitability Ratios

Net Income 0 0
Return on Assets Aversgs Tolal Assate 4.7% 4.3%

. Net Income
Ret E .0% .39
eturn on Equity Average Total Equity c L

SIGNATURES

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

Je%atﬁidad L./Roj
hief Financial Officer

Date:
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1.

MATERIAL LEGAL PROCEEDINGS

In Re: Petition for Interim Measure of Protection under Rule 5 of the Special Rules
of Court on Alternative Dispute Resolution; Seasia Nectar Port Services, Inc. vs.
Holcim Philippines, Inc.; SP Proc Case No. 377-ML; Branch 95 of the Regional
Trial Court in Mariveles, Bataan

In the Matter of an Arbitration under the 2015 Arbitration Rules of the Philippine
Dispute Resolution Center, Inc.; Seasia Nectar Port Services, Inc. vs. Holcim
Philippines, Inc.; PDRCI Case No. 95-2018

Seasia Nectar Port Services, Inc. (“Seasia”) filed a petition for interim measure of
protection with the Regional Trial Court in Mariveles, Bataan (“Bataan RTC”) against the
Company for the alleged purpose of securing any judgment Seasia may secure from the
arbitration case it will supposedly file against the Company with the Philippine Dispute
Resolution Center, Inc. (“PDRCI”), questioning the Company’s termination of their Port
Services Agreement effective 22 September 2018. In an Order dated 22 November
2018, the Bataan RTC granted Seasia’s petition and issued a writ of preliminary
attachment of the Company’s properties. The Company’s motion for reconsideration is
pending resolution.

On 14 December 2018, the Company filed a notice of arbitration with the PDRCI for a
declaration that the termination of the Port Services Agreement is valid and the reversal
of the Bataan RTC’s Order dated 22 November 2018. Upon application of the Company
for the appointment of an Emergency Arbitrator, the PDRCI appointed Atty. Trina
Prodigalidad.

On 11 February 2019, Atty. Prodigalidad issued a decision in HPI's favor: (i) revoking the
Bataan RTC’s garnishment order; (ii) ordering Seasia to direct Metrobank to release the
garnished amounts; (iii) directing HPI and Seasia to jointly move for the termination of
the Bataan RTC proceedings once the garnishment has been lifted by Metrobank. The
decision of the Emergency Arbitrator is still pending execution.

In the Matter of Waste Pollution Control and Abatement Case vs. Holcim
Philippines, Inc.; DENR-PAB Case No. NCR-00909-17

On 26 March 2018, the Company received the Pollution Adjudication Board’'s (“PAB’s”)
Order dated March 8, 2018, directing the Company to cease and desist from undertaking
any activity and/or operating machines or equipment generating pollution at its concrete
batching plant in Bicutan, Parafiaque City.

Following the Company’s completion of the pollution control program approved by the
Environmental Management Bureau, presentation of satisfactory proof of the Company’s



compliance to the wastewater discharge parameters, and satisfaction of its
environmental compliance obligation under Republic Act No. 9275, the PAB issued an
Order dated 9 October 2018 formally and permanently lifting its March 8, 2018 Order.

TAX CASES (Parent)

The Company filed on June 24, 2014, a Complaint before the Regional Trial Court of
Malolos, Bulacan for the annulment of the Notice of Assessment of Business Tax on
alleged discovered Unreported Cement Sales dated February 24, 2014 issued by the
Municipal Treasurer of the Municipality, Bulacan; and, for the reversal of the denial of the
Company’s Protest letter dated April 23, 2014 questioning the 2014 Assessment Notice.

While this action was pending, the Company received on October 26, 2015, a 2015
Assessment Notice which assessed the Company for alleged deficiency LBT in the
aggregate amount of 2118.2 Million Pesos for the years 2006 to 2015. Unlike the 2014
Assessment Notice which involves the defendants’ assessment of LBT against the
Company based on purported undeclared gross sales or receipts for the years 2006 to
2012, the 2015 Assessment Notice concerns the Treasurer’'s assessment of LBT against
the Company based on purported undeclared gross sales or receipts for the years 2006
to 2015. The Municipal Treasurer did not act on the Company’s protest within the 60-
day period provided in Section 195 of the LGC, and thus, on March 21, 2016, the
Company filed a Complaint/Appeal with the Bulacan RTC which sought the
cancellation/nullification of the 2015 Assessment Notice. The two cases were
consolidated before Branch 19 of the Regional Trial Court of Bulacan. The Company
has completed the presentation of its witnesses and submitted a Formal Offer of
Evidence. The consolidated cases are still pending for resolution.

The Company received an Assessment from the Provincial Assessor and a Notice of
Realty Tax Delinquencies issued by the Provincial and Municipal Treasurers on
December 18, 2012, which demanded a total of 80.3 Million Pesos in RPT taxes on
Company’s machineries and equipment for the years 2011 and 2012. The LBAA granted
Company’s Motion to Post Bond amounting to 80.3 Million Pesos. The appeal is still
pending with the Local Board Assessment Appeals (“LBAA”).

On 23 April 2013, the Provincial Assessor of Bulacan issued a revised tax declaration on
machineries and equipment at the Company’s Bulacan Plant. Thereafter, on 30 June
2013, the Company received an assessment for the years 2011 to 2013 and a
computation of real property taxes for the first and second quarters of 2013. The
Company was assessed for additional real property taxes in the total amount of 23.8
Million Pesos. On 13 September 2013, the Company received an assessment from the
Municipal Treasurer of Norzagaray, Bulacan for real property taxes dues on its 1998 and
Additional Line 2 Properties for the third quarter of 2013. The said assessment also
reiterated the previous assessments made for 2011 to 2012 and the first and second



quarters of 2013. The Company’s supplemental appeals, covering the 2013 1% and 2™
Quarter RPT Assessment and September 2013 Assessment with the Local Board of
Assessment Appeals are pending resolution.

On 10 March 2014, the Company received 71 tax declarations and 71 notices of
assessment over its machineries for 2014 from the Municipal Assessor of Norzagaray,
Bulacan. Thereafter on 9 May 2014, the Company received a notice of assessment from
the Provincial Assessor of Norzagaray, Bulacan. On 15 May 2014, the Company also
received an assessment from the Municipal Treasurer of Norzagaray, Bulacan requiring
it to pay deficiency real property taxes for the years 2011 to 2013 in the total amount of
129 Million. On 9 July 2014, the Company’s supplemental appeals with the LBAA
covering these assessments are pending resolution.

At the suggestion of the Provincial Governor of Bulacan and the Municipal Mayor of
Norzagaray, Bulacan, the Company paid under protest on 9 December 2014 real
property taxes in the total amount of 120 Million Pesos, allocated as follows; (a) lands:
8.6 Million Pesos; (b) buildings: 3.3 Million Pesos; and (c) machineries: 107.9 Million
Pesos. On 9 January 2015, the Company filed three protests with the Provincial
Treasurer. Following the Provincial Treasurer’s inaction over the Company’s protests,
the Company filed its appeal with the LBAA, raising the following issues: (a) whether the
Company is entitled to an annual depreciation allowance; (b) what is the correct amount
that should be credited in the Company’s favor on account of its real property tax
payments from 2011 until the third quarter of 2013; and (c) whether it is correct to
assess interest, surcharges and penalties on the real property taxes that the Company
attempted to pay on time but which the local government officials refused to accept in
respect of real property taxes for the fourth quarter of 2013 and 2014. This appeal is
pending resolution.

On 30 March 2015, the Company received an assessment for deficiency real property
taxes for 2015 in the amount of 49.3 Million Pesos. The Company paid the assessed
amount and filed a protest with the Provincial Treasurer of Bulacan. Following the
Provincial Treasurer’s failure to act on the Company’s protest within the prescribed
period, the Company filed its appeal with the LBAA, which is pending resolution.

On 31 March 2016, the Company received from the Municipal Treasurer of Norzagaray,
Bulacan an assessment for deficiency real property taxes for 2016 in the total amount of
103 Million Pesos. The Company paid the said amount and filed a protest with the
Provincial Treasurer. Thereafter, on 13 May 2016, the Municipal Treasurer of
Norzagaray, Bulacan issued a revised computation of the Company’s liabilities for 2016
in the total amount of 46.8 Million Pesos. The Company thus filed a supplement to its
earlier protest with the Provincial Treasurer. Following the Provincial Treasurer’s
inaction over the Company’s protest, the Company filed an appeal with the LBAA.



On March 29, 2017, the Company received an RPT assessment corresponding to its
lands, buildings and machineries located at the Bulacan Plant for the year 2017. The
2017 RPT Assessment and RPT payment amount to 41.1 Million Pesos. On August 17,
2017, the Company filed an appeal with the LBAA in respect of its payment under
protest of the 2017 RPT Assessment in the amount of 41.1 Million Pesos. The LBAA
has not yet acted on this Appeal.

On March 26, 2018, the Company received a computation of realty taxes in respect of
the RPT due on the Company’s Bulacan Plant for the year 2018 in the amount of 52
Million Pesos. On the same date, the Company paid the RPT due on machineries under
protest in the amount of 41.1 Million Pesos the Company also paid the RPT due on
other properties in the Company’s Bulacan Plant on March 26, 2018. The LBAA has not
yet acted on this Appeal.

The Company’s motion for the resolution of all its pending appeals are pending
resolution with the LBAA.

TAX CASE idiari

HPMC received a termination letter from the BIR in May 2018 relative to the payment of
deficiency income tax, value-added tax, expanded withholding tax, withholding tax on
compensation and documentary stamp tax for taxable year 2014 in an aggregate
amount of 11.68 Million Pesos inclusive of penalties and interest.

HPBSC received a final assessment notice from the BIR in February 2018 for alleged
deficiency income tax, expanded withholding tax, withholding tax on compensation and
documentary stamp tax covering the taxable year 2014 in the aggregate amount of
28.07 Million Pesos inclusive of penalties and interest. The BIR issued its final decision
on disputed assessment in August 2018 at an aggregate amount of 3.01 Million Pesos.
The Company paid such amount on the same month.

SCCC received a final assessment notice from the BIR in July 2018 for alleged
deficiency income tax, value-added tax and expanded withholding tax covering the
taxable year 2015 in the aggregate amount of 2.04 Million Pesos inclusive of penalties
and interest. The BIR released its final decision on disputed assessment on October 8,
2018 at an aggregate amount of 1.2 Million Pesos. The Company paid such amount on
the same month.

SCCC received a preliminary assessment notice from the BIR in November 2016 for
alleged deficiency income tax and value-added tax covering the taxable year 2011 in
the amount of 2.5 Million Pesos, inclusive of penalties and interest. SCCC’s protest
remains pending with the BIR.

CACI received a final assessment notice from the BIR in December 2014 for alleged
deficiency income tax and value-added tax covering the taxable year 2011 in the



10.

11.

12.

13.

amount of 2.5 Million Pesos, inclusive of penalties and interest. CACl’s protest remains
pending with the BIR.

MGMC received a final assessment notice from the BIR Revenue Region in September
2018 for alleged deficiency income tax and value-added tax covering the taxable year
2015 in the amount of 16.52 Million Pesos, inclusive of penalties and interest. MGMC
submitted its reply to FAN including the additional documents for
reinvestigation/reconsideration last October 2018 and December 2018, respectively.
MGMC’s protest remains pending with the BIR Revenue Region.

CHI has an ongoing tax audit for national taxes in 2017. The BIR has not made any
determination of deficiency taxes as at December 31, 2018.

ECLI has an ongoing tax audit for national taxes in 2017. The BIR has not made any
determination of deficiency taxes as at December 31, 2018.

HSSI has an ongoing tax audit for national taxes in 2015, 2016 and 2017. The BIR has
not made any determination of deficiency taxes as at December 31, 2018.

LHPI has an ongoing tax audit for national taxes in 2017. The BIR has not made any
determination of deficiency taxes as at December 31, 2018.

MGMC has an ongoing tax audit for national taxes in 2016. The BIR has not made any
determination of deficiency taxes as at December 31, 2018.

RRI has an ongoing tax audit for national taxes in 2017. The BIR has not made any
determination of deficiency taxes as at December 31, 2018.

SWCVI has an ongoing tax audit for national taxes in 2017. The BIR has not made any
determination of deficiency taxes as at December 31, 2018.



Exhibit 5

SEC Form 17-C

SECForm 17-A CY2018
February 2001



|IIIIIIIIIIIIIIIIIIIIIIIIIIIIlII AT HRTER OO ETE RO RN YO YT

103012018001456

SECURITIES AND EXCHANGE COMMISSION

Barcode Page
The following document has been received:

SECButlding,EDSA, Greenhills, MaridaluyongCity, MetroManila,Philippines
Tel:(632) 726- 0931to39Fax: (632)725-5293 Email mis@sec.gov. ph

Receiving Officer/Encoder . Buen Jose Mose - COS

Receiving Brarich

Receipt Date and Time :

Received From

. SEC Head Office
March 01, 2018 03:20:03 PM
- Head Office

Company Représentative

Poec Source

Company Information

SEC Registration No.
Company Name
Industry  Ciassification
Comipany Type

Document Information

0000026126
HOLCIM PHILIPPINES, INC,

Stock Corporation

Document D
Document Type
Document Code
Period Covered
No. of Days Late
Bepartment
Remarks:

103012018001456

17-C (FORM 11-C:CURRENT DISCL/RPT)
i7-C

February 27, 2018

0

CFD



COVER SHEET

| | 2|6]1]2{6

5.E.C. Registratiost Number

HlolLic|i|m [P[H|1|L]1|P{P|I|N|E|S],|I[N|C|.

{Company's Full Name}

7[F[_IvIEIN]i[c[e] [clolrlplolRrIAlTIE] [cle[n]|TIE[R] |
sl rlulrli IN] Isfrl. T Imlelk fi InJefely | 7 lofwin]
[cIeIn[TTe[R] TFlolrlT] IBlo[nli[Flalc]ilo]l [T]als(ultic] |

{ Busiﬁess Address: No. Steet Chty / Town / Province )

I BEATRIX R. GUEVARRA | (02) 4593333
'.Contat':t Person Company Telephone Number
1il2] [3[1] 17C | Second Thursday of May |
Month ‘Day FORM TYPE Month. Day
Fiscal Year -Annual Mesting

Secondery License Type,. If Applicable

Dept. Requiring this Doc. Amended Articles Number/Section-

Total Amount of BorroWing_s

Total No. of Stockholders Damestic Foreign

To be accomplished by SEC Personnel concerned

HEEEEENEER

File-Number ' LCU
NEENEEEEEN
Document 1.D. Cashier
STAMPS

Remarks = pls. use black ink for scanning purposes



SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-C
CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(c) THEREUNDER

1. February 27, 2018
Date of Report {Date of earliest everit reported)
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5. Philippines : 6.1 | (SEC UseOnly)
Province, country or other jurisdiction of Industry Classification Code:
incarparation

7._ 7™ Floor, Two World Square, McKinley Hill, Fort Banifacio, Taguig City 1634
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Item 9, Other Events

At the regular meeting of the Board of Directors (the “Board”) .of Holcim Philippines, Inc. (the
“Company™) held today, the Board. approved the following resolutions:

Postponement and setting of date of annual stockholders’ meeting and record date

- the postponement of the Company’s annual stockholders' meeting for 2018, which pursuant.
to its By-laws should be held on the second Thursday of May of each year, to May 18, 2018.

- The record date for the annual stockholders’ meeting is_set on April 18, 2018. The Board
delegated to the Corporate Secretary the responsibility of confirming the agenda, venue,
-and time of the annual_ stockholders meeting..

Nomination of External Auditor

- The nomination of Navarro Amper & Co. as the Company’s external auditor for the year
2018,

Approval of Audited Financial Statements

- The Company’s Audited Financial Statements for fiscal year 2017, which shall be duly filed
with the Commission together with SEC Form 17-A report.

SIGNATURES

Pursuant to the requiremnents of the Securities Regulation Code, the issuer has duly caused
this réport to be signed an its behalf by the undersigned hereunto duly authorized.

Holcimp\hilippines, Inc. February 27, 2018
Date

Belinda E. Dugan
Corflorate Secretary

SEC Form 17-C 2
December 2003,



ACKNOWLEDGMENT

REPUBLIC OF THE PHILIPPINES)
Makati City )SS.

BEFORE ME, a duly commissioned Notary Public in and for Makati City, Philippines, personally
appeared:

Name Gov't Issued ID Date/Place Issued

Belinda E. Dugan Passport No. EB9973891 Jan. 11, 2014/ NCR South

personally known to me (or proved to me on the basis of competent evidence of identity) to be
the same person who, respectively, executed and accepted the foregoing instruement and
acknowledged to me that the same is his free and voluntary act and deed.

Doc. No. 45 _; g '
PageNo. 20_: - /
BookNo. __ 1 . P,
Series cof 2018 FLORIAN G. SALCEDG:
Appoiritment No. M-130
Notary Public for Makati City

_. Until December 31, 2019
Unit 15A, ACT Tower, 135 H.V. Dela Costa St.,
Salcedo Vilage, Makati City 1226
PTR No. msom/m s &;?Ic?ty
Makal /01-03-2018
IBP No. 022731 /Camarines Sur/01-03-2018
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ltem @ (Other Events)

Pursuant 1o the delegation by the Board of Directors of Holclm philippines, inc. (the fCo_mpany") tothe
Gorporate Secretary of ine tresponsibiiity of confirming the agenda, yenue, and time of the _.annual
meeting of -.'the..'camp.any's stockholders for 2017, the undersigned confirms the following details:

Date! 18 May 2018

Time: 10:00 AM

Plage: Balircom 2,_'2"d Level, Fairmont Makati, 1 Raffles Drive, Makati Avenue 1224 Nakati
City; Metro Manila

‘Racord Date: 18 Aprl 2018

Agenda:

Call to Order

proof of Notice and determination of existence of guorum

Approval of the minuies of the annual meeting held on 26 May 2017

ManaQEment Report

Approval of the Annual Report and the Audited Financial gtatements of the

o oo P

Company as of Decetiber 31, 2017

§. Approval and ratiﬁcaﬂon of all acts, contracts, investments and resolutions of the
Board of Directors, Commitiees and Ma'nagz'ément since.the last annual meeting

7. Electionof External Audior

g. Other matters

9. .Adjournment

‘SIGNATURE

. _qu.su__ant 1o the requirements of the Securifies Regulation Code, the regisirant has duly
caused this report to be signed on its behalf by the undersigned hersunto duly authorized.

04 April 2018
Date

Belindx€. Dugan
Cotpo ste-Secretary
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__________

ltem 9. (Other Events)

-a. Holcim Philippines appoints John Stull as new President and CEO.and Board renewal

Helcim Philippines announces the appointment of John William Stull as its new President and CEO,
effective immediately. He succeeds Sapna. Sood who has resigned from Holcim -Philippines as
Direcfor, CEQ and President.

John Stull has been CEO for LafargeHolcim's cement operatiens in the United States since 2015. In
that role he was respansibile for all cement product lines, oversesing an organization of approximately
3,200 employees, 13 cement and grinding plants and more than 100 cement terminals. Before that,
John Stull served invarious leadership positions across the Group which included responsibility for the
US as well as markets in sub-Saharan Africa-and Latin America.

Tomas Alcantara; Chairman of the Board of Holcim-Philippines said: “John Stull is an accomplished
feader with deep expertise in‘the buliding materials indastry, both'in mature and emerging markat_s_. He
has been- insirumental in the successful development of LafargeHolciri’s US business over many
years. The board believes. that John's skills and deep knowledge of our Industry will allow him to re-
position HPt and successiully develop our business further.

On behalf of the Board | would like to sincerely thank Sapna Sood for her contribution in leading the
business in a challenging commercial environment and wish her alt the best for the future.”

John Stull, newly appointed President and CEQ, said: *| am.delighted to join Holcim Philippines at this
exciting but challenging time. As the market adapts and becomes faster paced, the company needs fo
be well positioned to play a key role in the future -development of the country with innovative and
customer-focused solutions. 1 look forward to building on our ajready strong foundation and reinforcing
Holcim:as. the-leading building matsrials company in the Philippines.”

At its meeting today, the Board of Directors has also paved the way for the Board’s further renewal. In
-addition o John Stull's appointment, ard following the resignation of Daniel Bach as a Director, the
Board has appointed Mario Gross, CEO of ‘LafargeHolcim in Mataysia and Singapore, as a non-
‘executive Director,

Beth John and Marfo will stand for re-;_eled_t_ion as Directors of HP} at the Company’s upcoming Annual
‘Stackholders’ meeting on 18 May 2018. As is required, all other existing Directors will stand for re-
slectian on 18 May 2018

The. Board of Directors aiso thanks Daniel Bach for his contribution over many years.

Experlence in the last five years : John William Stull

In July-'2015__. John Stull was named Chief Executive: Officer for the US Cement organization. Mr. Stull
is responsible for all cement product lines, overseeing an organization of approximately 3,200
employees, 13 cement and griniding plants and more than 100 cement terminals.

Prior to the merger, Mr. Stull was president and CEO .of Lafarge USA, comprising both cement and
aggregate construction. materials businesses. During his tenure, he led the formation of a new country
structure from multiple divisions to ane commercial approach resulfing in stronger performance. In this
role, he also oversaw the Lafarge aggregates and construction materials operations,

Mr. Stull has worked ail over the world for Lafarge. He served as regional president Sub-Saharan
Africa in Cairo, Egypt in 2009, and regicnal president, Latin America, based in Paris, France in 2008.
From 2005 to 2008, Mr. Stull served as senior vice president of Marketing and Supply Chain where he
designed & global cost efficiency program that restlted in savings of €500 million. S



His diverse professional background also includes roles responsible for cement and ready-mixed
:operations for several US divisions, as well as at-the Alpena Cement plantin Michigan as plant
manager.

Mr. Stull received his Bachelor of Science in cher__riic_al engineering fr_om.th_e University of Akron in Ohio;
and-eafried an. Advance Management Degree fram Harvard University in Massachusetts.

Experience in the last five years: Mario Gross

Mario Gross is the President and Chief Executive Officer of Lafarge Malaysia. He joined Lafarge .
Malaysia from Sika AG (Sika) arid has got 15 years of global experience in the construction material
business with roles across Germany; China, Thailand and Switzerland. Mario-started his.career with
Sika In 2002 and was Asia Pacific Head of Procurement from 2007 — 2014 located in Suzhou/P.R.
China, in 2011, he was appointed Managing Director of Sika in Thailand, Lacs and Myanmar, bafore

assuming in 2013 his most recent role as Head of Global Procurement, Quaiity & Sustainabifity of Sika
AG, Zurich. He holds a MBA-degres of Strathclyde University, Glasgow,




b. At the Board meeting held today, 20 April 2018, the. Board aiso approved the retirement of Ms,
Carmsla Dolores Calimbas effective June 30, 2018 and appomted Mr. Richard Cruz -as Head of
'Organlzattonal Health Safety and Security. Below is the professional background of Mr. Cruz in the-
last five years:

Mr. Richard Cruz joined Haolcim Philippines, Inc. in May 2008 as Laboratory Engineer for AFR. In
March 2010 he was appointed as Safety Ofﬁcer responsible for delivering and maintaining safety
systems and [nitlatives across all plants. From 2010 until his nomination for appointment as Head of
Corporate. Occupational Health and Safety, he served as Safety Manager for HPI's Commercial and
Other Sites.

SIGNATURE"

Pursuant to the requirements of the Securities: Regulation Code, the registrant has duiy
caused this report to be signed on its behalf by the undersigned hereunto duly-authorized.

HOLCHA HILIPPINES INC.
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Item 9. Other Events
.  Regular Meeting of the Board of Directors

At the Regular Meeting of the Board of Directors (ifie “Board”) of Holoim Philippines, Inc. (the
“Company”} held today, May 18, 2018; at‘the Buenavista Room, Fairmont Makati, 1 Raffles Drive,
Makati Avenue, Makati City, the Board approved the following:

a. Declaration of a cash dividend in the amount: of Php0.42 per share to all
stockholders- of record as of June 15, 2018, which cash dividend shall be paid not
later than July 10, 2018; and

b. The closure of its wholly-owned subsidiary, HUBB Stores and Services, inc.

Il. Annual Stockholders Meeting

At the Annual Stockholders Meeting of the Cempany held today, May 21, 2018, at Ballroom 2,
Fairmont Makati, 1 Raffles Drive, Makaii Avenug, Makati City, the stockholders of the Company:

1. Approved the Minutes of the Annual Meeting held on May 26, 2017,

2. Approved the Annual Report and the Audited Financial Staternents of the_ Company as of
December 31, 2017;

3. Approved the Amendmentfo Article It of the Cornpany;s' Articles of 'Incorporaﬁon {to: provide
for.an addilional secondary purpose)

4. Approved and ratified all dots, contracts, proceedings, investments and resofutions of the.
Board of Directors, Board Committees, Corporate Officers and Management since the last annual
‘mesting;

4, FEiected the following as members of the Board of Directars for the year 2018-2019 and
unidf their successors shall have been duly slected and qualified;

Tomas 1. Alcantara

Martin Kriegner

John Wiliiam Sl

Mario Gross

Yasuo Kitamoto (Independent Director)

Simeon V. Marcels {independent Director)
David Lucas B. Balangue {independent Diractar)

e ap o

«

5. Approved the appointment of Navarro Amper & Co. as External Auditor of the Company
far the year 2018-2019.

I. Organizational Meeting of the Board of Difectors

At the Organizafional Meeting. of the Board held today, May 18, 2018, at the Buenavista Room,
Fairmont Makati, 1 Raffles Drive, Makati Avenue, Makati City, the Board approved the revision of
position fitles of officers and eslécted the following 1o serve for the year 2018-2019, until their
successors shall have been duly elected and quaiifisd:

Chairman - Tomas Alcaniara
Vice Chairman - Martn Kriegner
Prasident & Chief Executive Officer - Johiv Willigm Stull

Senior Vice President, Chief Finance Officer/ Treasurer? invesior -  Jesusa Natividad L. Rojas
Relations Officer:

Senior Vice President, Head Manufacturing - Roman Menz
Senior Vice President, Head of Sales - William C. Sumalinog.
-BSEC Formn 17-C 2

December 2003



Senior Vice President, Head of Aggregates and Construction Fredric Fabien

Materials & Infrastructure

Senior Vice President, Head of Marketing-and Innovation - Paul Vu-Huy-Dat
Senjor Vice President, Head of Organization and Human - Bernadette Tansingco
Resources.

Vice President, Plant Manader {L.ugait) - Bobby Garza

Vice President, Plant Manhager {Davaa) - Xavier Arui Kennedy Savarimuthu
Vice President, Plant Manager (La Union) - Erafo Santos

Vice President, Plant Manager (Buiacan) - Geert Kuiper

Vice President, Head of Sales Greater Manita Region -~ Edwin Villas

Vice President, Head of Sales Mindanae Area - Allan Valencia

Vice President, Head of Sales Central Philippines Region - Emesto Paulo Tan
Vice President, Head of Sales Northern Philippines Region - Albert Leoveras

Vice President, General Counsel, Carporate Secretary and - Belinda Dugan
Compliance Officer

Asst. Vice President, Head of Health, Safety & Security - Richard Cruz.

Asst. Vice President, Head of Communications - Ann Claire Ramirez
Asst. Vice President, Head of Strategy - Zoe Vema Sibala
Head- Internal Control and Quality Assurance - Vigtoria Tomelden
Data Privacy Officer - Mary Grace Sanchez
Assistant Corporate Secretary - Beabix R. Guevarra

The business experience for the last five years of Bobby Garza, Xavier Arul Kennedy Savarimuthu,
Erafio Santos, Geert Kuiper, Edwin Villas, Allan Valencia, Ernesto Paulo Tan, Albert Leoveras
are:

Bobby Garza, 61, joined Holcim Philippines, Ine. i 1995 as Manager ~ Quarry and Motorpool of the
L.a Union Quarry. He was promoted as production manager in January 2011 and as Flant Manager of
the Lugait Plant in 2012.

Xavier Arul Kennedy Savarimuthu, 54, indian Nationai, holds a bachelor's degree from the Indian
Institute of Ceramics and an MBA from Alagappa Universily, instiute of Ceramic Technolegy. Prior to
the merger of Lafarge and Holcim, he was the team leader (Process, operations and automation) of
tafarge Asia .Sdn Bhd in Kuala Lumpur, Malaysia and Beljing, Chira. In 2011, he was assigned as
Plant Manager for Bulacan Plant of Lafarge Philippines, Inc. After the merger, he was appointed as
the APEC Regional head (Productian, Process and Automatian} of Holeim Technology in Singapore.
Mr. Kennedy was sppoinied as Plarit Manager of the Davao Plant in January 2017,

Erafio Santos, 54, holds & bachelor's degree in Electrical Engineering from the Adamson University,
He joined the Company in November 1987 as Superintendent ~Electrical. In September 2008, he was
promoted as a Manager and served as. such until his promation as Plant Manager of the La union
Plant in June 20186.

Geerf Kuiper, 54, Ausfralian, Has over 20 years of operational experignce in maintenance and
production managemenit and project engineering in-heavy industrial operation. He halds a Bathelor of
Engineering from thé University of Pretoria, South Aftica. Prior 1o joining the Holcim Group-in Oclober
2014, he served as Maintenance and Engineer Manager of Cement Australia, Gladsione and
Cement Australia, Brisbane from 2005 to 2014, Prior to his appoiniment as Plant Manager of the
Company’s Bulacan Plant in Jaduary 2018, he was the Head of Maintenance, Regional
Manufacturing Services Organization of Holcim Technology, Singapore from October 2014 to January
2016 and the Maintenance Expert, APAC Cemeni Indusiry Performance of LafargeHoelcim,
Singapore from February 2018- December 2017.

Alfan Valencia, 53, holds & Bachelor's degree in Givit Engineering from Marawi State Unlvemlty He
joinéd the Company in October 1991 as Product Manager far Visayas and Mindanao regions. He
was promoted as Head of Regional Sales Channel {Vismin) in Septermber 2015.

SEG Form 17-C 3
December 2003



Edwin Villas, 45, joined the Campany in September 1997 as Strategic Sourcing Specialist. He served
as the Company's Procurement Manager from October 20017 to Agust 2010 and was laterally
transferred as Area Sales Manager for South Luzon-in August 2011. Before his appeintment as Head
of Insitutional Sales i in May 2018, he-served as-Manager, National Sales, Bulk/ Institutional Sales.

Ernesto Paulo Tan, 41, joined the Company as Head — Reglonal Commerciai Sales of Norths Luzan
in December 2015. Pnor to joining the. Gempany, he served as Zone Manager of JT Intemational
Phitippines, Inc. from Februgry 2012 40 November- 2015 where he was responsible for overall Luzan
-general frade performance, ‘and as Sales and Marketing Head and Acting Market Manager from
January 2011 to December 2011, He holds a Bachelor of Science in-Business Administration from the
University of the Philippines.

Albert Leoveras.44, 15 years of experience in managing Sales Team, Distributors: & Key Accounts
Sales. Prior to joining the Company, hew was Field Operations Manager and Regional - Sales
Manager of Japan Tobacco infemational from 2012 to August 2015 and Sales Division Head of the .
Non- food Division of Wills intemational Sales Corporation.

In the same meeting. the following members of the Committees of the Board were afso elected:

Execudive Committesg .

1} Martin Kriegner - Chairman
2) Tomas |. Alcantara - Member
3) Mario Gross - Member
4) John William Stuli - Member
Audit Commiltee
1) David L. Batangue (Independent} - Chairman
2) Simeon V. Marcelo {Independent) - Member
3) Mario Gross - Member
Carporate Governance Committee.
1) Martin Kriegner - Chairman
2) Tomas1, Alcantara - Membar
3) Simeon V. Marceto (Independent) - Member
4} Yasug Kitamaoto (independent) - Member

Member

5) David L. Balangue (Independenit)
Lead independent Direclor - David L. Balangue
SIGNATURES

Pursuant to the requirements .of the Secursities Regulation. Code, the jssuier has duly caused this
repart to be signed on its behalf by the undersigned hefeunto duly authorized.

May 18, 2018
Date

SEC Form 17-C 4
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SECURITIES AND EXCHANGE COMMISSION
‘SEC FORM 17-C
CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17:2{¢c) THEREUNDER

June 6, 2018 . .
Date of Report {Date of earliest event reported)

SEC Identification Number 26126 3. BIR Tax identification No. 000-121-507

Holeim Philippines, Inc.
Exact name of registrarit as specified inits charter

6

N . . - (SEC Use Only)
Province, country or other jurisdiction of Incorporation.

ndustry Classification Code:

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

(632) 4593333

Registrant’s telephone number, including area code

Not Applicable

Farmer name or former address, 'if"changed since last report

10. Securities registered pursuantito Sections 8.and 12 of the SRC or Sections 4 and 8 of the RSA.

11.

_ ~ 'Number of Shares of
Title of Each Class Common Stock Outstanding

COMMON 6,452,088,144

indicate the item numbers reported herein: ffem @ {Cther Events)



Hem 8 (Other Events)

Please be advised that in compliance with Memorandum Circular No. 20, Series of 2013, the following
directors and key officers of Holcim Philippinés, Inc. aitended a corporate governance seminar held-on
May 18, 2018 conducted. by Risks Opporiunities Assessment and Management (ROAM), Inc. at

Fairmont Hotei, Makati City:

NAME

POSITION

Tomas I Alcantara

| Director/ Chairman

Jokn William Stull

Director/ President/ CEQ

Mario Gross

Director

Simeon Marcelo

Independent Director

Yasuo Kitamoto

Independent Director

David Lucas Balangue

independent Director

Jesusa Natividad Rojas

Senior Vice President, Chief Finance Officer/ Treasurer/
Investor Relations Officer ' '

Roman Ménz

Senior Vice President, Head Manufacturing

William.Sumalinog

Seniar Vice Presgident, Héad of Sales

Fredric Fabien

Senior Vice President, Head of Agaregates and
Construction Materials & Infrastructure

Paul Vu-Huy-Dat

Senior Vice President,.Head of Marketing and innovation

Bernadette Tansingco

1'Senior Vice President, Head of Organization and Human

Resources

Belinda Dugan

Vice President, General Counsel, Corporate Secretary and
Compliance Officer

Zoe Verna M. Sibala

Asgsistant Vice President, Head of Strategy

Ann-Claire Ramirez

Assistant Vice President, Head of Communications

Victoria Tomelden

‘Head — Internal Control and Quality Assurance

" Beatrix R. Guevarra

Assistant Corporate Secretary

For your information and reférence, attached -are copies of the certificates of attendance of said

directors and. officers.

SIGNATURE

Pursuant fo the requirements of the Securites Reguation Code, the registrant has duly
caused this report to be signed on its-behalf by the undersigned hereunto duly authorized.

HOLCIM PHILIPPINES, INC.

BELINDA E. DUGAN
Corporate Secrefary:

June 6, 2018
Date
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-C
CURRENT REPORT UNDER ‘SECTION 17

OF THE SECURITIES REGULATION CODE
'AND SRC RULE 17.2{c) THEREUNDER

1. June22 2018
Date of Repori (Date of earliest event reported)

2. -8EC Identification Number 26126 3. BIR Tax Identification No. 000-124-507

4. Holcim Philippines, Inc.
Exact name of registrant as specified in its charter

5. 8

o 8. : (SEC Use-Only)
Province, country or other jurisdiction of Incorporation

~TRdustry Classification Code:

7. 7™ Floor Two World Square, McKinley Hill

" Fort'Bonifacio, Taguiq City 1834
-Address of principal office Postal Code

8. {632) 4593333

Registrant's telephone number, including area code

8. NotApplicable
Former name or former address, if changed since last report

10. Securities registered pursuant fo Sections 8 and 12 of the SRC or Sections 4 .and 8 of the RSA

Number of Shares of
Title of Each:Class Common Stock Qutstanding
COMMON 6,452,099, 144

11, Indicate the item numbers reported herein: /fem 9 (Other Everiis)



ltem 9 (Other Events)

At the special meeting of the Board of Direcfors held today, June 22, 2018, the Board:
a. approved the change in designation of Atty. Victoria Tomelden from Head of Internat Control and

Quality Assurance to Chief Internal Auditor pursuant to the requirements of the recently approved HP)
1CQA Manual;.

b. accepted the resignation of the following officers:

NAME POSITION EFFECTIVE DATE OF
. RESIGNATION
Roman Menz .Senilor Vice President, Head of Manufacturing August 30, 2018
Mary Grace Sanchez - | Data Privacy QOfficer ' July B, 2018

c. appointed the following as officers.of Holcim Phiiippines, inc.

NAME ' FOSITION EFFECTIVE DATE OF
APPOINTMENT
Ratnakrishna Magainti Senior Vice President, Head of Marketing and July 1, 2018*
- ' Innovation '
Frederick Vallat Vice President, Head of Geocycle and Head July 1, 2018*
of CAPEX. '
Belinda E. Dugan. Intérim Data Privacy Officer July 8, 2018

*ar upon {ssirance of e necassary work permit and visa, whichevaris fater,
Below are the executive profiles of the newly appointed officers;

Ramakrishna Maganti

_ Mr. Maganti holds a degree in Mechanical Engineering, MBA in Marketing. (Indian Institute of
Management) and- Strategic Marketing Management (Harvard Business Schaool). He has more than 20
years of combined experience in global marketing, brand. development, digital transformation, and project
management.. From 2008 and up to' this appointment; he held various leadership and management
positions in LafargeHolcim India, Mataysia, France and the most recent in Singapore as Head of Sales
and Marketing for Asia Pacific Region. He also worked for a consumer lifestyle-and healthcare firm before
joining LH in 2008.

Frederic Vallat

Mr. Frederic Vallat Has vast experience in business development and waste management. He.
joined Lafarge Ghongging - People’s Republic of China in June 2006 .and served as the Chine-Japan-
[Karea Indusirial Ecology Vice President until April 2017, From April 2011 to December 2012, he served as
Indutstry Ecology Technical Director of Lafarge. Shuii On, People’s Republic of China and .as West Asia and
South East Asia Industrial Ecology Technical Director of Lafarge Asia, Malaysia from January 2013 to
October 2015 where he supported the business development of seven countries. Prior to joining Holcim
Philippines, Inc., he served as Geocycle' APAC Head. of Investment and Operation of LafargeHolcim —
Singapore. '



SIGNATURE

Pursuant to the requirements of the -Se_curities_ Reguiation Code, the registrant has duly
caused this report fo be signed on iis behalf by the indersigned hereunto duly authorized. '

HOLCIM PHILIPPINES, INC. June 22, 2018
~ Issuer Date

BELINDA E, DUGAN
Corpyrate Secretary
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-G

CURRENT REPORT UNDER SEGTION 17
OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(c) THEREUNDER

1. 17 October 2018 __
Date of Report (Date of eailiest event. reported)

2. SEC ldentification Number -26'1‘26 3. BIR Tax Identification No. 000-121-507

4, Holcim Philippines, Inc.

Exact name of registrant as specified in its charter

5. Philippines 8. L. ] (SECUseOnly)
Province, country or other jurisdiction of Incorporation Industry Classification
Code:

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

8. (632) 4593333

Registrant’s telephone number, including area-code

9. Not Applicable _
Former riame or former address; if changed:since last report

10. Securities registered pursuant to Sections 8-and 12 of the SRC or Sections 4 and 8 of the
RSA

Number of Shares of

Title.of Each Class Common Stock Quitstanding
COMMON 6,452,099,144

1. indicafe the item numbers reported herein: ftem 9 {Other Events)



ltem 9 (Other Events)
Holcim Philippines, Inc. was ordered by the Securities and Exchange Commission to pay penalty in the

amount of Fifty Six Thousand Pesos (Php '56:000.00) in connection with the Company's non-
compliance with the SEC prescribed website template for publicly listed companies.

SIGNATURE

Pursuant to the requirements of the Securities Regulation _C_ode. the registrant has duly
caused this report to be signed on its behalf by the undersigned hereunto duly authorized.

HOLCIM PHILIPPINES, INC. October 17, 2018
I_ 31 e[ Date

BELINDA E. DUGAN
Corporate Secretary
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SECURITIES AND EXCHANGE COMMISSION
'SEC FORM 17-C
CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(c) THEREUNDER

Auqust 31, 2013

Date of Report (Date of earliest event reported)

SEC ldentification Number 26126 3. BIR Tax Ideritification No. 000-1 21-507

- Holcim Phitippines, Inc.

Exact ame of registrant as specified in its charter

=& (SEC Use Only)
Industry Classification Code:

6.
Province, country or other jurisdiction of Incorporati

quig Cify

Lot _ 1634
Address of principal office Postal Code

(632) 4593333 |
Registrant's telephone number, including area gode

Not Applicable

Former name or former address, if changed since last report

10. Securities registered pursuant to Sections 8 and 12 of the SRC or Sections 4 and 8 of the RSA

1.

Number of Shares of
Title of Each Class: .Comrmon Stock Qutstandin
S DT EJ0N LIass =2 olgCK  Lutsianding
COMMON 6,452,099, 144

indicate the item numbers réported herein:  ftam 9 {Other Events)



Item 9 (Other Events)

Holcim Philippines, Inc. (the “Company”) received a etter from the Departmierit of Trade and Industry -
BPS (DTI) ordering (1) .the forfeiture. of the suraty bonds in the total amount of Eight Million One
Hundred Forty-Five Thousand Nina Hundred Twenty Pesos and Fifty Gentavos (Php 8,_1_45.920.'50)
posted by the Company in connection with. jts application for issuance of Statements of Confirmation
(SOC) for Type 1 cemenit covered by Bills of Lading No, HPPH 152-1, HPPH 153-1, HPPD 1654-1 and

HPPH 158-1; and (ii} issuance. of 'product-;rec_;_'a_li'fc_ir'th_"e aforementiongd goods. The foregoing order is
The penaities imposed will not have a material impact on the Cd:mpany!s_ financials.
SIGNATURE
Pursuant fo the requirements of . the Securities Regulation Code, the registrant has duly

caused this report to be signed on its behalf by the undersigned hereunto duly authorized.

HOLCIM PHIL!P_PIN ES, INC. August 31, 2018
Issuer Date

BE INDA E. DUGAN
Corporate Secretary
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SECURITIES AND EXCHANGE CONMMISSION
SEC FORM 17-C
CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(c) THEREUNDER

1. 48 October 2018 B _
Date of Report (Date of earliest event reported)

2. ‘SEC identification Number 26126 3. BIR Tax |dentification No. 600-121-507

4. Holcim Philippines, Inc. _
[Exact name of registrant as specified in its'charter

5. Philippines (SEC Use Only)

Province, country or other jurisdiction of incorporation Industry Classification
Code:

7. 7" Floor Two World Square, McKinley Hill _
Fort Bonifacio, Tagulg City ' 1634
Address of principal office Postal Code

8. (632) 4593333

Registrant’s telephone number, including aréa code

9. Not Applicable
Former name or former address, if changed since last report

10. Securities registered pursuant fo Sections 8 and 12 of the SRC or Sections 4 and 8 of the
RSA

N _ Number of Shares of
Title of Each Class Common Stock Outstanding
COMMON 6,452,089,144

11.  Indicate the item numbers reported herein:
item 5(Legal proceedings)

Holeim Philippines, Inc. (the "‘Cornpany__”) received today, 18 October 2018, a copy of: (i} the
-petition for interim protection order filed by Seasia. Nectar Port Services, Inc. ("Seasia”} under
AM. No. 07-11-08 SC or the Special Rules. of Court on Alternative Dispute- Resolution with
Branch 95 of the Regional Trial Court at Mariveles, Bataan (“Bataan RTC"); and (ii) an Order
dated 11 October 2018 issued by Bataan RTC granting. Seasia's motion for the ex-parte issuance
of a temporary protection order in tiié form of a writ of prefiminary attachment. The said petition
was filedby Seasiain connection with ‘the. Company’s port services agreement with
-Seasia as port operator, which the Company termihated pursuant to its no-fault termination rights
under the said agreement.



The issuance of the Order will not have a material impact on the Company's operations:

ftem 9 (Other Events)

In an order dated 9 October 2018 which.Holcim Philippines, inc. (the “Company”) received today,
the Pollution adjudication Board required the Company to satisfy.an environmental compliance
obligation under Republic Act 9275 i the amount of Php 3,600,000.00 in connection with the
17,400 mt of coal that were washed out to the: Bagbag shore!me La Union after the embankment
at the stockpile area was breached by the torrential rains.

SIGNATURE

Pursuant fo the requirements: of the ‘Securities Regulation Code, the registrant has duly
caused this report to be signed on its behalf by the undersigned hereunto duly authorized.

HOLGIM PHILIPPINES, INC,
Registrant

BELINDA E. DUGAN
Corporgte Secretary
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SECURITIES AND EXCHANGE COMMISSION
‘SEC FORM 17-C
GURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE:
AND SRC RULE 17.2(c) THEREUNDER

1. 18 October 2018 _
Date of Report (Date of earliest event reported)

2. SEC ldentification Number 26126 3. BIR Tax Identification No. 000-121.507

4. Holcim Philippines, Inc. _
Exact name of registrant as specified in its charter

5. Philippines : (SEC Use Only)
Province, country or other jurisdiction of Incorpora fon Industry Classification
Code::
7. 1" Floor Two World Square, McKinley Hill
Fort Bonifacio, Taguig City - 1634
‘Address of principal office Postal Code

8. (632) 4593333

Registrant's telephane number, including area code

8. Not Applicahle
‘Former name or former address, if changed since last report

10. Securities registered pursuant to Sections 8 and 12 of the SRC or Sections 4 and 8 of the
R3A

Number of Shares of’

Title of Each Class Common Stock Outstanding
COMMON 6,452,099, 144

11.  Indicate the item numbers reported herein;
Item 5 (Legal proceedings)

Holcim Philippines, Inc. (the “Company”) received today; 18 October 2018, a. copy of: (i) the
petition for-interim protection order filed by Seasia Nectar Port Services, Ihc. (“Seasia” } under
AM. No. 07-11-08 SC or the Special Rules of Court on Alternative Dlspute Resolution with
Branch 95 of the Regional Trial Court at Mariveles, Bataan (“Bataan RTC"); and {ii) an Order
dated 11 October 2018 issued by Bataan RTG granting Seasia’s motion for the ex-parte issuance
of a temporary protection order in the form .of a writ of preliminary attachment. The said petition
was filedby Seasiain connection with the Company's port services agreement  with
Seasia as port operator, which the. Company terminated pursuant to its no-fault termination rights
under the said agreement



The issuance of the Order will not have a material impact on the Company’s operations

ftem 9 (Other Events)

in an order dated 9 October 2018 which Holcim Philippines, Inc. (the “Company” ) received today,
the Pollution adjudication Board reqmred the Company to safisfy an environmental compliance
obligation under Republic Act 8275 in the amount of Php. 3,600,000.00 in connection with the
17,400 mt of coal that were washed out to the Bagbag shoreline, La Union after the embankment
at the stockpile area was breached by the torrential rains.

SIGNATURE

Pursuant to the requirements of the-Securities Regulation Code, the registrant has duly
caused this report to be signed on its behalf by the undersigned. hereunto duly authorized.

HOLCIM PHILIPPINES, INC.
R 1strant

BELINDA E. DUGAN
Corporgte Secretary
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM17-C
CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(¢c) THEREUNDER

1. 18 October 2018 | |
Date of Report (Date of earliest event reported)

2. SEC |dentification Number 26126 3. BIR Tax Identification No. 000-121-507

4. Holcim Philippines, Inc.
Exact name of regxstrant as specified in its charter

5. Philippines = (SEC Use Only)
Province, country or other jurisdiction of Incorporatzon Industry Classification
Code;

7. 1" Floor Two World Square, McKinley Hill
Fort Bonifacio, Taguig City 1634

Address of principal office Postal Code.
8. (632) 4593333

Regisirant's telephone number, including area code

9. Not Applicable _
Former name or former address, if changed since last report

18. Securities registered pursuant to-Sections 8 and 12 of the SRC or Sections 4 and 8 of the
RSA

Number-of Shares of

Title of Fach Class Common Stock Outstanding
COMMON 6,452,099,144
11, Indicate the item numbers reported.herein:

ffem 5 (Legal proceedings)

Holcim Philippines, Inc. (the “Company”) received today, 18 October 2018, a copy of: (iy the:
petition for interim .protection. ordsr filed by Seasia Nectar Port Services, Ine. (“Seasia”) under
AM. No. 07-11-08 SC or the Special Rules of Court ofi Alternative Dlspute Resolution with
Branch 95 of the Regional Trial Court at Mariveles, Bataan {"Bataan RTC"), and (i) an Order
dated 11 October 2018 issued by Bataan RTC grantlng Seasia’s motion for the ex-parte issuance
of & temporary protection order in the form of a writ of preliminary attachment. The said petltlon-
was filed by Seasiain connection with the Company’s port .services agreement with
-Seasia as port operator, which the Company terminated pursuant to its no-fault termination rights
.under the said agreement.



The issuarice of the Order will not have a material impact on.the Company's operations

Item 9 (Other Events)

In an order dated 9 October 2018 which Holcim: Philippines, Inc. (the "Company”) received today,
the Poliution adjudication Board: required the Company fo safisfy an environmental compliance
obligation under Republic Act 9275 in the amount of Php 3,600,000.00 in connection with the
17,400 mt of coal that were washed out to the Baghag shorefine, La Union after the embankment
at-the stockpile area was breached by the torrentidl rains.

SIGNATURE

Pursuant to the requirements of the Securities Regulation Code; the registrant has duly
caused this report to be signed on its bebalf by the undersigned hereunto duly authorized,

HOLCIM PHILIPPINES, INC.
Registrant

BELINDA E. DUGAN
Corpordte Secretary
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-C
CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(c) THEREUNDER

. '29 November 2018

Date of Report (Date of earliest event reported)

BEC Identification Number 26126 3. BIR Tax Identification No. 600-121-507

'Holcim Philippines, Inc;

Exact name of registrant as specified in its charter

(SEC Use Only)

Philippines i
Industry Cilassification

Provinee, country or other jurisdiction of Incorparal
Code:.

7" Floor Two World Square; McKinley Hill

‘Eort Bonifacio, Taduig City 1634
Address of principal. office Postal Code

{632) 4593333

Registrant's tele_phc:'ne number, including area code

Not Applicable.
Former name or former address, if changed since last report

Securities registered pursuant to Sections 8 and 12 of the SRC or Sections 4-and 8 of the
RSA

_ _ Nuiber of Shares of
Title of Each Class Commpn Stock Outstanding

COMMON 6,452,099, 144

Indicate the item numbers reported herein: ftem 9 (Other Events)



At the Regular Meeting of the Board of Directors held today, 29 November 2018, the following

matters were approved:

1. Total investment of CHF 297M or close to USD 300M to raise its cement production

capacity by 30%:

2. Acceptance of resignation of Mr. Mario Gross as Director of Holcim: Philippines, Inc.
effective 29 November 2018;

3. Election of Ms. Rafani Kesari as director of Holcim Philppines, Inc. to serve for the
unexpired term of Mr. Gross and to serve as such until her successor. shall have heen

duly elected and qualified.

4. Closure and dissolution of the Company's fully-owned subsidiary, Excel Concrete

Logistics, Inc;

5. Resignation of Ms. Belinda E. Dugan as Data Protection Officer;

6. Appointmient of the following corporate dfficers:

NIELS LEDINEK

' Senior Vice President, Head of

Cement [ndustrial Performance

January 1, 2019

LEIGHNA KATRINA SITOY:
ABARQUEZ

Data Protection Officer

November 29, 2018

7. Change in designation of the following officers:

["ANN CLAIRE M. RAMIREZ

Agst. Vice President, Head of

Vice Pre5|

nt,

1 Strategy

Communications Communications
RICHARD A, CRUZ Asst. Vice President, Head of | Vice President Head of
Health and Safety Health: and Safety
ZOE VERNA M. SIBALA Asst. Vice President, Head of | Vice President, Head of

Strategy

Below are the executive profiles of the newly elected director and corporate officers:

RAJANI KESARI

Ms. Kesari is currently the Region Finance Head — Asia for LafargeMolcim managing
Finance for India, South-East Asia and Pagific. She is a .chartered accouniant, cost
accountantand a cemfled public accountant fromthe USA.

Prior to joining: LafargeHolcim in January 2017, she worked for Schneider Electric and served
as the CFO Greater India Operations from October 2008 to April 2014, CFO East Asia
Operations from April 2014 to December 2015 and CFO East Japan Operations from



January 2016- December 2017. During her tenure with-Schneider Electric, she has supported
significant growth in India-and strong profitability in East Asia and Japan.

NEILS LEDINEK

Niels Ledinek has a diploma in Ing. From Montar Universitaet Leoben, -Austria and
has earned a degree in Master of Science in Engineering Management from Qakland
University in year 2000,

Mr. Ledinek has worked for Lafarge since October 1998 and has served as Cement
Plant Manager of Lafarge Cement, Cizvoke Plant, Czech Republic from September 2009-
June 2013 and of LafargeHolcim, Ferzikovo Plant, Russia from July 2013 to March 2016. In
April 2016, Mr. Ledinek was named Head of Transformatlon of APAC based in Singapore
respons:b[e for managing eight senior managers-arnd subject matter experts including former
plant managers, plant production and maintenance managers, and. technical experts. As
Head of Transformation; he successfidly completed a global pilot project resulting to a net
benefit of several million USD in an underperforming, sal-out cement plant in Southeast Asia
in 2017.

LEIGHNA KATRINA SITOY-ABARQUEZ

Atty. Abarguez has over 10 years of work experience in the fields of corporate and
commercial law, intellectual property, immigration, labor and regulatory compliance,
government contracts and project financing. Prior to. joining HPI in October 2018 as Local
Compliance Officer, she was the Regional Compliance Officer of 3M Company handling
compliance for 3M's Asia operations.

Atty. Abarquez earned her Juris. Dogtor from Ateneo De Manila University- School of
Law and has a.degree of Bachelor of Arts Major in Economics from the same university. She.
was admitted to the practice of lawin 2008.
SIGNATURE

Pursuant o the requirements of the Securities Regulation Code, the. reglstrant has duly
caused this report to be signed an its behaif by the undersigned hereunto duly authorized.

HOLCIM 'PHILIPPI_NES, INC.
Regptrant

BELINDA E. DUGAN
Corporate Secretary
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