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This report has been commissioned by Building and Woodworkers International (BWI). It should
help the organisation identif y the financial stakeholders of the cement companies LafargeHolcim
and HeidelbergCement, and their business operations in selected countriesin the Middle East and
North Africa (MENA) region. The research is intended to srengthen BWIs international support for
improved labour conditions in the cement sector.

The companies are chosen as they are the leading in the region and also on the global market.
LafargeHolcim reached a new level through the merger between the Lafarge and the Holcim
groups in 2015 and is now considered to be the wo
However, the group is still seen to been in a state of consolidation and instability. Both the Lafarge
and the Holcim firms were forced after the merger to sell assets in various countries to comply with
local competition legislation. Asset sales have continued since the completion of the merger, as the
group seeks to streamline its operations in a competitive internationa | market. HeidelbergCement
is also one of the world's largest building materials companies and the No. 1 in aggregates
production, No. 2 in cement, and No. 3 in ready-mixed concrete. The Germanybased group rose
up the global cement capacity rankings in 2016 when it acquired Italian rival ltalcementi and have
kept that position since. Contrary to what have happened in the case of LafargeHolcim,
HeidelbergCement has been bolstered by its new assets and has only had to sell a very few plants
due to competitio n issues.

The objective of the research is © provide an overview of the business activities and a controversy
scan of HeidelbergCement and LafargeHolcim as a basis to conduct futurelobby, campaign and
support work concerning the companies activities and labour rights commitments .

The research focusses on the two leading cement companies in the MENA region,
HeidelbergCement Group (Germany) and LafargeHolcim (Switzerlandand concentrates primarily
on their business activities in the following countries and territories:

Algeria;

Egypt;

Iraqg;

Jordan;

Lebanon;

Libya;

Morocco, including Western Saharg
Occupied Palestinianterritories (OPT);
Syria;

Tunisia

Yemen.

= =2 =4 -4 4 -8 -5 -5 -5 2 -9

In this report, the financial data are presented for the period January 20134 July 2019, based on a
wider collection of data for the period of January 2008a July 2019.

The finandal instruments that have been researchedinclude loans, bond issuances, share issuances,
bond holdings, and shareholdings. Specific attention has been given to finding project finance,

with an extra effort into finding finance from international finance institutions (IFIs) The
methodology of the resear ch, including an explanation of the used terminology, is described in the
first chapter of the report.

= profundo e |2



Moreover, the labour and human rights policies of HeidelbergCement and LafargeHolcim were

assessed. Thee policies were compared with minimum legal standards of national and

international law. The policies were also compared with the standards of the International Labor

Organization (ILO) Gaps and shortcomings in the compan e mliies were identified and

described. The resulting analysis provides insight into the level of awareness and willingness of the

companies to implement labour rights standards. In addition, this analysis results in the

identification of gaps and shortcomings of t he cement companiesé polici.

Also, the report presents the findin gs of labour compliance assessments based on fieldworkinto a
number of plants operated by the selected companies.

The report is organised as follows: Chapter 2 presents the findings on the creditors and investors of
the selected companies. Chapter 3 analysesthe policies of HeidelbergCement and Chapter 4 those
of LafargeHolcim. Lastly, in Chapter 5, recommendations are provided.

= profundo page |3



The section includesthe selected companies that were researched,; lists the local financial
institutions that were researched. Moreover, it outlines the research timeframe; describes the types
of the financing included in the study; describes how the contributions of financia | institutions to
deals were calculated where necessaryand concludes by listing the sources used for the financial
research.

In this research the financial flows to LafargeHolcim, HeidelbergCement and their subsidiaries have
been researched.

Of these mentioned companies, the group companies, holding companies and finance vehicles
worldwide have been the scope of this research. The relevant subsidiaries in MENA countries (and
their subsidiaries, when located in other countries) have been studied in more detail . Theyare
hence alsopart of the scope of the research. Irrelevant subsidiaries inside MENA countries (with no
business operations in the cement sector) have been excluded. All other subsidiaries outside MENA
countries, relevant or not, have also been excludedas well

The banks financingthe selected companiescan be involved through two types of financi ng: credit
and investment. When financial institutions provide credit, it can be through loans or the
underwriting of share and/or bond issuances. Investment, on the other hand, is when financial
institutions invest in the equity and debt of a company by holding shares and/or bonds . This
section outlines the different types of financing, how they were researched and the implications for
the study.

Loans

The easiest way to obtain debt is to borrow money. In most cases, money is borrowed from
commercial banks. Loans can be either shortterm or long -term in nature. Short-term loans (e.qg.
trade credits, current accounts, leasing agreements) have a maturity of less than a year. They are
mostly used as working capital for day-to-day operations. Short-term debts are often provided by
a single commercial bank, which does not ask for substantial guarantees from the company.

A long-term loan has a maturity of at least one year, but more often of three to ten years. Long-

term corporate loans are particularly useful to finance expansion plans, which only generate

rewards after a certain period of time. The proceeds of corporate loans can be used for all activities

of the company. Long-term loans are frequently extended by a loan syndicate, which is a group of

banks brought together by one or more arranging banks. The loan syndicate will only undersign

the loan agreement if the com pany can provide certain guarantees that interest and repayments on

loans will be fulfilled. Corporate loans are often used as project finance (a loan that is earmarked

for a specific project) or as general corporate purposes or working capital. Sometimes,a | oanés us
of proceeds is reported as general corporate purposes when it will be used for a particular project.

This is difficult to ascertain.

/w,)\_:pr\o.fundo Page | 4



Moreover, another type of loan is a revolving credit facility. A revolving credit facility provides a
company with an option to take up a loan from a bank (or more often: a banking syndicate) when

it has an urgent financing need. It is similar to a credit card. Companies can use the revolving
facility up to a certain | i mi ts,are bftertcontlidedyor five n é t
yearsand then renewed, but many companies renegotiate their revolving credit facility every year
with the same banking syndicate. Amounts, interest rates, fees and participating banks can change
slightly every year. As thefinancial press often reports these renegotiations for larger companies,
this might raise the impression that banks are lending vast sums of money to the same company
every year. But: this concerns renegotiations of basically the same facility and a revoling credit
facility is hardly ever actually called upon for a loan. Within the scope of this research, revolving
credit facilities are counted for every time that they are renewed.

Although revolving credit facilities are not always fully called upon, the syndicate of banks
providing the facility do have an obligation to provide the entire amount of money when the
company asks for it. Therefore, even if the company ends up never usig the facility, the banks
were still involved with the company during the period of the revolving credit facility and would
have provided the company with the money when they asked for it.

Share issuances

Issuing shares on the stock exchangeallows a company to increase its equity by attracting a large
number of new shareholders or to increase the equity from its existing shareholders.

When a company offers its shares on the stock exchange forthe first time, this is called an Initial
Public Offering IPO)When a companyés shares are already
called a secondary offering of additional shares. To arrange an IPO or a secondary offering, a
company needs the assistance of one or more (investment) banks, which will promote the shares
and find shareholders. The role of investment banks in this process is thereforesignificant.

The role of the investment bank is temporary. The investment bank purchases the shares initially
and then promotes the shares and finds shareholders. Whenall issued shares that the financial
institution has underwritten are sold, they are no longer included in the balance sheet or the
portfolio of the financial institution. Nevertheless, the assistance provided by financial institutions
to companies in share issuances is crucial. They provide the company with access to capital
markets, andthey provide a guarantee that shares will be bought at a pre-determined minimum
price.

Bond issuances

Issuing bonds can best be described as cutting a large loan into smdl pieces and selling each piece
separately. Bonds are issued on a large scale by governments, but also by corporations. Like shares,
bonds are traded on the stock exchange. To issue bonds, a company needs the assistance of one or
more (investment) banks which underwrite a certain amount of the bonds. Underwriting is in effect ,
buying with the intention of selling to investors. Still, in case the investment bank fails to sell all
bonds it has underwritten, it will end up owning the bonds.

= profundo e |5
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(Managing) shareholdings

Institutional investors, such as banks, insurance companies, pension funds and asset managers, can,
through the funds they are managing, buy shares of a particular company making them part-

owners of the company. This gives the bank adirecthnf | uence on the companyés
magnitude of this influence depends on the size of the shareholding.

As financial institutions actively decide in which sectors and companies to invest, andcan influence
the companyés busi nelsvslingestigatetthe ghgreholdings okfinanctak e ar ¢
institutions of the selected companies. Shareholdings are only relevant for stock listed companies.
Not all companies in the study are listed on a stock exchange.

Shareholdings have a number of peculiarities that have implications for the research strategy.
Firstly, shares can be bought and sold on the stock exchange from one moment to the next.
Financial databases keep track of shareholdings through snapshots or filings. This means that when
a particular shareholding is recorded in the financial database, the actual holding, or a portion of it,
might have been sold, or more shares purchased. Secondly, share prices vary from one moment to
the next. Given these peculiarities, shareholdings are analysed at thanost recent filing dates.

(Managing) investments in bonds

Institutional investors can also buy bonds of a specific company. The main difference between
owning shares and bonds is that the owner of a bond is not a co-owner of the issuing company;
the owner is a creditor of the company. The buyer of each bond is entitled to repayment after a
certain number of years, and a certain interest during each of these years.

Similarly, to shares, bonds can be bought and sold from one moment to the next. Bond holdings
are also reported by the holding investor through regular filings. However, historical filings are not
kept within the financial databases; only the most recent bondholding information is available.
Bond holdings are therefore always analysed at the most recent filing date.

The financial databases do not always include details on the levels of individual financial
institutionsé contribution to a deal. I ndividual
underwriting were recorded to the largest extent possible where these details were included in the

financial databases. In many cases, the total value of a loan or issuance is known, as well as the

number of banks that participate in this loan or issuance. However, the amount that each bank

commits to the loan or issuance has to be estimated. This research uses a twestep method to
calculate this amount. The first uses the ratio o
management fees received by allinstitutions. This is calculated as follows:

Participant é s—eentribution—2ni Qf waArgd®E o

When the fee is unknown for one or more participants in a deal, the second method is used, called
the ébookratioé. The bookratio (see formula below
distribution of bookrunners and other managers.

Bookratio:

= profundo e 6



Table 1shows the commitment assigned to book runner groups with this estimation method.
When the number of total participants in relation to the number of bookrunners increases, the
share that is attributed to bookrunners decreases. This preventssubstantial differences in amounts
attributed to book runners and other participants.

Bookratio Loans Issuances
> 1/3 75% 75%
> 2/3 60% 75%
>1.5 40% 75%
> 3.0 < 40%* < 75%*

* In case of deals with a bookratio of more than 3.0, we use a formula which gradually lowers the commitment assigned to the
bookrunners as the bookratio increases. The formula used for this:

p
Mg € Qi Hho Q¢
pPE TOOXULOXO

The number in the denominator is used to let the formula start at 40% in case of a bookratio of 3.0. As the bookratio increases the
formula will go down from 40%. In case of issuances the number in the denominator is 0.769800358.

Corporate loans, bond and share issuances are considered credit activities. They fall within the
remit of different departments within a bank and , as such are governed by relevant bank policies.
The scope of this research for credit activities isfrom January 2M8 to July 2019 Bond- and
shareholdings were researched at their most recent filing dates in July 2019. Bond and
shareholdings held by pension funds and ethical banks were researched at their most recent
publication dates in August 2019.

The financial data was gathered through financial databases Bloomberg Thomson Reuters and
Thomson EMAXX. Furthermore data was gathered from project finance database 1JGlobal, and
trade finance database Trade Finance Analytics.

Next, the collected data were checked and adjusted with information in annual reports of the
companies in scope, plus information on the company websites, followed by information from a
general media search. It was checked whether additional information could be retrieved from
national company and mortgage reg isters.

In a separate analysisthe investments of selected pension funds and ethical banksin
HeidelbergCement, LafargeHolcim, and their subsidiaries were investigated. The selection was
based on known disclosure of investment portfolios.

Lastly, it was checked whether additional project finance was provided by several (global, regional
and bilateral) international finance institutions.
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The objective of the desk researchwasto provide an overview of the business activities and a
controversy scan of Heidelberg Cement and LafargeHolcim, as a basis to conduct future indepth
analysison their activities and labour rights commitments for lobby, campaign and support work .

The Middle Eastern and Northern African (MENA) countries and territories that are of interest for
Mondi aal FNV are based on t he Diboh GaodhGrowthwing t ry of
(DGGFJist, which includes:

Algeria

Egypt

Iraq

Jordan

Lebanon

Libya

Morocco, including Western Sahara
Occupied Palestinianterritories (oPt)
Tunisia

Yemen

= =4 =4 -4 45 45 -4 -8 5 -9

Additionally, Syria is included in the scan due to the interest of Mondiaal FNV.

The research focuseson the two leading cement companies in the MENA region,
HeidelbergCement Group (Germany)and LafargeHolcim (Switzerland).

Information on company activities in general and in the MENA region specifically was researched in
company publications, industry and media databases and other relevant sources. Coverage of
controversies is predominantly researched from company publications, media, CSO publications
and other relevant sources. Wherever possible,it is aimed to triangulate information on
controversial activities from more than one source.

A research team of Profundo and local consultants conducted a labour compliance assessment for
each of the five cement plants and one concrete plants by interviewing various stakeholders and
visiting the project sites.

To select projects relevant for this research prgect BWI and the local trade union affiliates
investigated the possibility to involve the unions in lobby and campaign activities as well as
facilitating the field research on the ground. Based on the input from the local trade unions, a final
selection of projects in three countries was made to be the target of the field research.

= profundo e |8



A research team of Profundo and the BWI Project Coordinator for the MENA region conducted a
labour compliance assessment for each of thesix plants. The labour compliance assessment
ascertaing amongst others, the extent to which labour and social risks were being addressed at the
project sites, the degree to which the project implementers were compliant with the national law,
the provisions of core labour standards and the IFIs social and labour policies.

The research team consisted of:

1 Linnea Wikstrém, Profundo,
1 Diana Quiroz, Profundo, and
1 Wassim Rifi.

Fieldwork was conducted in Jordan from November 18 to 23, in Egypt from 8 to 13 December, and
in Lebanon from 16 to 20 December 2019. During this period, the research team conducted faceto-
face interviews and focus group discussions (FDGs) with workers, and other stakeholders including
trade union officials, government officers, and representatives from national and international non -
governmental organisations (NGOs).

Interviewees and FGDs participants were identified in close collaboration with the local trade union
affiliates. These interviews took place atdifferent plants of Lafarge-Holcim Group and Heidelberg
Cementin Jordan, Egypt, and Lebanon The interviews were complimented with transect walks to the
different working stations in each of the visited plants The list and nhumber of persons interviewed,
were applicable, at each of the plants are presented inTable 2.

Egypt Jordan Lebanon

Stakeholder group General | Total
Sokhnah | Suez |Fuheis|Sweileh | Rashadiyah | Chekka

Management Staff 2 3 N.a. 1 N.a. 1 7
Supervisors at project level 2 2 N.a. 2 2 2 10
Sﬁirgssr;‘:etzge":grkers / 10 13 34 2 10 10 79
Union leaders 2 4 2 1 2 5 3 19
Government officials N.a. N.a. N.a. N.a. N.a. 0 3 3
NGO representatives N.a. N.a. N.a. N.a. N.a. 2 6 8
Total 16 22 36 6 14 20 12 126

Focus group discussions (FGDs) were conducted for workers and union members at most of the
projects. When this was not possible, a more significant number of interviews were held at the
worksite due to lack of access to organise workers independently. Participants ateach FGD were
split into smaller groups of 5 or 6, to ease communication and discussion. Also, transect walks/site
visits were conducted at all project sites visiting the worksites and, when available, the workersé
accommodation facilities, the company canteen, and the company clinic.
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The | abour and soci al practices at the five proje

Compliance Assessment Tool (CAT), This tool is covering four core international labour standards
which are drawn from the eight core ILO conventions (CLS):

1 Child Labour;

1 Forced Labour;

1 Freedom of association & collective bargaining; and
1 Discrimination.

Additionally, the tool covers four issues relating to working conditions:

1 Compensation;

1 Contract and Workplace Relations;

1 Occupational Safety and Health; and
1 Working Time.

Additionally to the CAT, on the request of the client of this study , the issue of gender equality was
given specific attention in our assessments of the IFHfunded projects in the MENA Region.

Related to each of these nine labour issues, several specific topics were considered during the
assessments, as detailed inrable 3. For each of these topics,we assessed during site visits if the ILO
conventions, and national (labour) laws were respected.

Labour issues Specific issues considered during the assessment
Child Labour Child labour policy

Child protection measures
Forced Labour Coercion

Violence

Non-voluntary overtime
Debt-bondage
Freedom of Association & Collective Freedom to join/ form unions
Bargaining Support for union operations
Interference / Discrimination against union
members and leaders
Collective bargaining agreement (CBA)
Strikes
Discrimination Race and Origin
Gender-based discrimination
Disability
Others; HIV & AIDs, Religion, Political affiliation,
Compensation Minimum wage
Overtime payment
Deduction
Other benefits
Working Time Regular Hours and Overtime
Leave
Contract and Workplace Relations Recruitment procedures
Contracts, Payslips
Training
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Labour issues Specific issues considered during the assessment
Gender Equality Gender policy (esp. including Sexual Harassment
and Abuse)

Equal opportunity for women

Maternity leave & Nursing time

Occupational Safety and Health (OSH) OSH management system (incl. policy &
procedures)

Health Services (esp. First Aid, Medical checks, HIV
& Aids)

Chemical and hazardous materials

Worker safety

Facilities

Emergency preparedness

We used a traffic |ight syst eomplianoe withetHe inimedabaurh e c on't
issues defined inTable 3. Thecolour codes used for this purpose are shown in Table 4.

Table 4 Colour codes for levels of labour comp liance

Colour code Level of Definition
compliance

Very low The main contractor does not comply on several key
topics relevant to the labour issue and does not appear to
be taking any concrete action towards compliance.

Low The main contractor does not comply on some key topics
relevant to the labour issue. The company is conscious of
the problems but is still lax on concrete actions towards
compliance.

Medium The main contractor complies on several key topics
relevant to the labour issue with concrete actions.
However, it still needs to make some efforts towards
continuous improvement.

High The main contractor complies on most key topics relevant
to the labour issue with concrete actions and has
established suitable continuous improvement measures.

2 profundo Page 11



Creditors & providers of loans and underwriting services & provided a total of US$ 53.2 billion to the
selected companies in the period January2013 - July 2019 The credit consisted of loans with a
value of US$ 29.7 billion, and underwritings with a value of US$ 23.5 billion.

Figure 1 shows the annual levels of credit attracted by the selected companies. Thecredit varies
over the years with a maximum of US$ 11.8 billion in 2016.

12,000 Underwriting
W Loans
10,000
8,000
6,000
4,000
2,000 I
R — ||
2013 2014 2015 2016 2017 2018 2019

Source: Thomson EIKON/oans viewed in July 2019 Thomson EIKON,Share Issuancesviewed in July 2019 Thomson EIKON(2019, July)
Bond IssuancesBloomberg (2019, July) Loan Search Bloomberg (2019, July) Aggregated Debt.

Table 5presents the credit attracted by the selected companies. HeidelbergCement attracted the
highest level of financing (US$ 34.3 billion) while LafargeHolcim attracted less (US$ 18.9 billion).

Group Loans| Underwritings Total
HeidelbergCement 23,797 10,550 34,347
LafargeHolcim 5,885 12,938 18,824
Total 29,683 23,489 53,171

Source: Thomson EIKONLoans viewed in July 2019 Thomson EIKON,Share /ssuancesviewed in July 2019 Thomson EIKON(2019, July)
Bond IssuancesBloomberg (2019, July) Loan Search Bloomberg (2019, July) Aggregated Debt.

Table 6lists the top 10 loan providers per group. Largest lenders involved in HeidelbergCement are
Morgan Stanley (United States) and Deutsche Bank (Germany). Largest lenders involved in
LafargeHolcim are Société Générale and Mitsubishi UFFinancial.
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Group

HeidelbergCement

LafargeHolcim

Total

Creditor
Morgan Stanley
Deutsche Bank
BNP Paribas

Intesa Sanpaolo

Mediobanca Banca di Credito Finanziario

Landesbank BadenW(urttemberg (LBBW)

Danske Bank

Landesbank HessenThiringen

Commerzbank

Skandinaviska Enskilda Banken

Citigroup

Standard Chartered
Bank of America

ING Group

Société Générale
Mitsubishi UFJ Financial
UniCredit

BNP Paribas

Royal Bankof Scotland
Commerzbank

HSBC

ING Group

Santander

Banco Bilbao Vizcaya Argentaria (BBVA)

Citigroup

Country

United States
Germany
France

Italy

Italy

Germany
Denmark
Germany
Germany
Sweden

United States
United Kingdom
United States
Netherlands
France

Japan

Italy

France

United Kingdom
Germany
United Kingdom
Netherlands
Spain

Spain

United States

Value
3,510
3,510

965
965
965
862
862
862
862
862
862
862
862
862
318
307
307
307
307
307
307
307
279
279
279

20,976

Source: Thomson EIKON/oans viewed in July 2019 Thomson EIKON,Share Issuancesviewed in July 2019 Thomson EIKON(2019, July)
Bond IssuancesBloomberg (2019, July) Loan Search Bloomberg (2019, July) Aggregated Debt.

Table 7lists the top 10 underwriters per group. Largest underwriters involved in LafargeHolcim are

UBS (Switzerland) and Commerzbank (Germany). Largest underwriters involved in

HeidelbergCement are Deutsche Bank (Germany) and Morgan Stanley (United States).
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Group Creditor Country | Value

HeidelbergCement | Deutsche Bank Germany 1,203
Morgan Stanley United States 1,121
Intesa Sanpaolo Italy 702
BNP Paribas France 699
Danske Bank Denmark 630
ING Group Netherlands 598
Bank of America United States 586
Citigroup United States 473
Commerzbank Germany 463
Skandinaviska Enskilda Bankel Sweden 412
LafargeHolcim UBS Switzerland 2,565
Commerzbank Germany 756
Credit Suisse Switzerland 741
Goldman Sachs United States 732
UniCredit Italy 591
Mitsubishi UFJ Financial Japan 589
HSBC United Kingdom 571
Morgan Stanley United States 542
BNP Paribas France 530
JPMorgan Chase United States 518
Total 15,541

Source: Thomson EIKON/oans viewed in July 2019 Thomson EIKON,Share Issuancesviewed in July 2019 Thomson EIKON(2019, July)
Bond IssuancesBloomberg (2019, July) Loan Search Bloomberg (2019, July), Aggregated Debt.

The map in Figure 2 displays the countries of origin of the creditors of both companies. Darker
shading indicates a higher value financial relationship. Fnanciers from Germany and the United
States provided the largest shares (20% each), followed by France (10%), Italy (8%), and the UK
(8%).The Netherlands provided 4% of the credit. The only credit finance from within MENA
countries comes from Jordan (0.07% or US$ 37 million).
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Source: Thomson EIKONLoarns viewed in July 2019 Thomson EIKON,Share /ssuancesviewed in July 2019 Thomson EIKON(2019, July)
Bond IssuancesBloomberg (2019, July) Loan Search Bloomberg (2019, July) Aggregated Debt.

Nearly all credit was provided to the group companies and to the intermediary holding companies

and finance vehicles. Just one direct financing of a subgiary in a MENA country has been

identified: LafargeHol ci més subsidiary Jordan

provided by Arab Bank (Jordan), Housing Bank (Jordan), Société Générale (France), and Bank al

Etihad (Jordan).

This chapter describes the investors in bonds and shares issued by HeidelbergCement and
LafargeHolcim. The analysis is split in two. Sectior2.2.1 describes the investments by regular
institutional investors for which the data can be retrieved from financial database. Section 2.2.2
describes the investments by Dutch pension funds, where Section2.2.3describes the investments
by other pension funds and ethical banks that disclose investment information.

Investors provided a value of US$21.5 billion to the selected companies by buying their bonds and
shares.The total investments consisted of bonds with a value of US$4.6 billion, and shareswith a
value of US$16.9 billion . HeidelbergCement received investments worth US$ 8.9 billion,
LafargeHolcim investments worth US$ 12.6 billion, seeTable 8.

Group Bondholding | Shareholding | Total
HeidelbergCement 1,626 7,230/ 8,856
LafargeHolcim 2,953 9,687 12,639
Total 4,578 16,917 | 21,495
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In total 296 investors in bonds of the two companies have been identified. The largest bondholders
of HeidelbergCement are BlackRock (United States), Crédit Agricole (France), and BNP Paribas
(France). The largest bondholders of LafargeHolcim are Prudential (United Kingdom), BlackRock
(United States), and Allianz(Germany). The top 10 bondholders per group are presented in Table 9.

Group Investor Country Value
HeidelbergCement  BlackRock United States 237
Crédit Agricole France 209
BNP Paribas France 139
Deka Group Germany 76
DZ Bank Germany 52
Vanguard United States 51
New York Life Insurance United States 44
Allianz Germany 43
UBS Switzerland 40
Anima Italy 39
LafargeHolcim Prudential (UK) United Kingdom 179
BlackRock United States 150
Allianz Germany 130
UBS Switzerland 117
MassMutual Financial United States 112
Credit Suisse Switzerland 107
Zurcher Kantonalbank Switzerland 101
United Services Automobile Association| United States 100
TIAA United States 90
Lord, Abbett & Co United States 82
Total 2,096

Source: Thomson EIKONEMAXXviewed in July 2019 Thomson EIKON Shareholdings, viewed in July 2019.
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In total, 453 investors in shares of the two companies have been identified. The largest

shareholders of HeidelbergCement are BlackRock (United States), Crédit Agricole (France), and First
Eagle Investment Management (United States). The largest shareholders of LaffgeHolcim are
BlackRock (United States), BPCE Group (France), and the Norwegian Government Pension Fuad
Global (Norway). The top 10 shareholders per group are presented inTable 10.

Group Investor Country Value
HeidelbergCement | BlackRock United States 894
Crédit Agricole France 715
First Eagle Investment Management United States 658
Black Creeklnvestment Management Canada 424
Vanguard United States 353
Deutsche Bank Germany 322
First Pacific Advisors United States 259
Capital Group United States 227
Caisse Interprofessionnelle Marocaine de Retraites (CIMR Morocco 211
Caisse deDépbt et de Gestion Morocco 172
LafargeHolcim BlackRock United States 1,126
BPCE Group France 913
Norwegian Government Pension Fund- Global Norway 763
Vanguard United States 663
Dodge & Cox United States 645
Capital Group United States 603
UBS Switzerland 413
Credit Suisse Switzerland 359
Artisan Partners United States 356
Janus Henderson United Kingdom 327
Total 10,403

Source: Thomson EIKONEMAXXviewed in July 2019 Thomson EIKON Shareholdings, viewed in July 2019.
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The map in Figure 3 displays the countries of origin of the investors of both companies. Darker
shading indicates a higher value financial relationship. Nearly half of the investments is coming
from the United States (49.8%), followed by France (12%), and Switzerland (10%).

- . EINES 2. P % . P
! ¢ . o
L2
2

Sy

Source: Thomson EIKON, EMAXX, viewed in July 2019; Thomson EIKGhhareholdings, viewed in July 2019.

An investment value of 698 million originates from investors in MENA-countries (3% of the total
investment value), all concerning shareholding investments. In total, eight investors from MENA
countries were identified, seven from Morocco, one from the United Arab Emirates, seeTable 11

Investor

Caisse de Dépot et de Gestion
Caisse Marocaine des Retraites
Abu Dhabi Fund for Development
Attijariwafa Bank

Banque Centrale Populaire

CFG Group

Morocco Services Intermediation (MSIN)

Country Value

Caisse Interprofessionnelle Marocaine de Retraites (CIMR Morocco 211
Morocco 172

Morocco 139

United Arab Emirates| 122

Morocco 39

Morocco 9

Morocco 5

Morocco 1

698

Total
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In a separate analysisthe investments of nine selected Dutch pension funds in HeidelbergCement,
LafargeHolcim, and their subsidiaries were investigated. In total the Dutch pension funds invested
US$ 237 million in the two companies, from which US$ 139 million in HeidelbergCement, and US$
98 million in LafargeHolcim. Pensioenfonds Detailhandel and Pensioenfonds Vervoer disclose that
they invest in both the companies; however, the investment values are not disclosed. The results
are shown in Table 12

Group Investor Bondholding | Shareholding Total
HeidelbergCement | Algemeen Burgerlijk Pensioenfonds 27 26 53
Bedrijfstakpensioenfonds voor de 4 3 7

Bouwnijverheid
BPL Pensioen - - -
Pensioenfonds Detailhandel n.d. - n.d.

Pensioenfonds Horeca & Catering - - -

Pensioenfonds Metaal en Techniek 7 9 16

Pensioenfonds van de Metalektro 10 3 14

Pensioenfonds Zorg en Welzijn a7 3 50

Pensoenfonds Vervoer - n.d. n.d.

HeidelbergCement Total 95 44 139

LafargeHolcim Algemeen Burgerlijk Pensioenfonds - - -

Bedrijfstakpensioenfonds voor de - - ;
Bouwnijverheid

BPL Pensioen - - -
Pensioenfonds Detailhandel n.d. - n.d.

Pensioenfonds Horeca & Catering - - -

Pensioenfonds Metaal en Techniek 27 0.37 27

Pensioenfonds van de Metalektro 19 7 26

Pensioenfonds Zorg en Welzijn 40 5 44

Pensoenfonds Vervoer n.d. n.d. n.d.

LafargeHolcim Total 86 1z 98

Total 181 56 237
Legend: @&n. d. ¢-se= =nmto dinsvcelsa smeedn;t . a

Sources: ABP (2019)Beursgenoteerde beleggingen ABP per 31 maart 2019, ABP (2019)Overzicht bedrijfsobligaties ABP per 31 maart
2019, bpfBouw (2019), Aandelenportefeuille bpfBOUW per 31 maart 2019, bpfBouw (2019), Overzicht bedrijfsobligaties bpfBOUW per 31
maart 2019, Pensioenfonds Detailhandel (2019, Beleggingen Pensioenfonds Detailhandel per 30 juni 2019 Pensioenfonds Metaal en
Techniek (2018),Aandelentjjst per 31/12/2018; Pensioenfonds Metaal en Techniek (2018, Ljjst Investment Grade Bedrijfsobligaties per
31/12/2018; Pensioenfonds van de Metalektro (2018),Aandelenoverzicht per 31 December 2018 Pensioenfonds van de Metalektro
(2018), Obligatieoverzicht per 31 December 2018 Pensioenfonds Vervoer (2019) Aandelen per 30-06-2019, PFZW (2018),
Transparantielijst Aandelen per 31-12-2018 PFZW (2018),7ransparantieljjst Obligaties per 31-12-2018.
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In a second separate analysisthe investments by other financial institutions (additional pension
funds, insurance companies, and ethical banks), that publish their investment portfolios, were
researched. To his end, the investment portfolios of 62 financil institutions have been reviewed.

Investments were identified for 12 of these 62 financial institutions with a total investment value of
US$ 50 million in the two companies, from which US$ 20 million in HeidelbergCement, and US$ 31
million in LafargeHolcim. Some financial institutions disclose that they invest in either one of the
companies, but do not disclose the investment values. The results are shown inTable 13
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Table 13

Investments by other financial institutions in selected companies
(2019 August, most recent publication date, in US$)

Group Investor Country Bondholding | Shareholding | Total
HeidelbergCement |AP-4 Sweden - 4 4
AP-7 Sweden - 9 9
ASR Netherlands 3 0.4 3
Leegernes Pension Denmark - 0.1 0
Lansforsakringar Sweden 2 - 2
Menzis Netherlands - n.d. 0
Pensioenfonds Openbaar vervoer| Netherlands - n.d. 0
Pensioenfonds voor de Netherlands - 1 1
woningcorporaties (SPW)
PKA Denmark - 1 1
Spoorwegpensioenfonds Netherlands - n.d. 0
HeidelbergCement Total 4 15 20
LafargeHolcim Achmea Netherlands - 2 2
AP-7 Sweden - 23 23
ASR Netherlands 0.1 - 0
Leegernes Pension Denmark - 0.2 0
Lansforsakringar Sweden 3 - 3
Menzis Netherlands - n.d. 0
PenSam Denmark - 1 1
Pensioenfonds Openbaar vervoer| Netherlands - n.d. 0
PKA Denmark - 2 2
Spoorwegpensioenfonds Netherlands - n.d. 0
LafargeHolcim Total 3 28 31
Total 43 50
Legend: @&n. d. ¢-s&= =nmto dinsvcelsd sneedn;t . a

Sources: Achmea Investment Management (2018, Jaarversiag 2017 Beleggingspool Achmea Aandelen WereldwijadAP4 (2018),Fjaerde
AP-Fonden 2018 Listed shares and participations 201806-30, AP7 (2019),Holding AP7 Equity Fund 2018 as of 26 Febr 2019ASR (2018,
Jaarverslag ASR ESG IndexPlus Institutionele Fondsen 201&egerness Pension (2019).aegerness Aktieliste 31.12.2018
Lansforsakringar (2018),L&nsforsédkringar Fondforvalining 2017 Menzis (2018),Menzis portefeuille aandelen ontwikkelde markten
2018Q2, PenSam (2019)Aktiebeholdning pr. 31.12.2018 Pensioenfonds Openbaar Vervoer (2019) Fondsenoverzicht Stichting

Pensioenfonds Openbaar Vervoer d.d. 3312-2018 PKA (2019) P KA € s

akt i el I, Spo@wedpensicenfands (2019)7 9

Fondsenoverzicht Stchting Spoorwegpensioenfonds d.d. 31-12-2018 SPW (2019)Aandelenportefeuille SPW per 31 december 2018.
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HeidelbergCement is a multinational building materials company headquartered in Germany. Its
core activities comprise the production and distribution of cement, aggregates, ready -mixed
concrete, and asphalt. As a vertically integrated company, it is involved in all stages of the process
from upstream raw material production and distribution to downstream ready -mixed concrete and
asphalt. These products are used by public sector and commercial clients as well as private
customers (Figure 4). The company alsooffers services such as worldwide trading in cement and
coal by seat

Aggregates jrogate y crete Cement |
vy v
Asphalt Ready-mixed concrete Concrete elements
v \ 4
Public-sector clients Commercial clients Private customers
Cement 50 Cement 20 Cement 309
Aggregates 50-60% Aggregates 20-25 Aggregates 2N-9K

HeidelbergCemen

Sour ce: Hei del bergCement ( n. dhtps://wwsReidelhergeement.camied/pradects vand: sergices viewead | i n e :
in July 2019.

In financial year 2018, the group reported total revenues of T 18.1 hillion and a profit of T 1.3

billion. Cement contributed aroun d 49% of revenues, aggregates around 21% and asphalt around

28%. Geographically,Western and Southern Europe accounted for the largest share of revenues at

around 27%, followed by North America with approximately 24%; Africa and the Eastern

Mediterranean Basin, which includes activities in MENA countries,contributed a pproximately 9%

(Figure 5).2
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Figure 5 Geographic segmentation of Heidel bergCe

Africa-
Eastern

Med.
Basin
9% Northern &

'/ Eastern Europe-
Central Asia...

Group
Services
9%

Western &
Southern Europe

Asia-Pacific
17%

Note: Not including T-723 million in reconciliation.
Source: HeidelbergCement (2019, March) Annual Report 2018 pp. 114-115.

The geographicspreadof t he groupés act i Figureibeslsowinggdhatal so i | | us

HeidelbergCement is only active in three of the countries or territories selected for this analysis:
Egypt, Morocco, and the occupied Palestine territories (oPt) The company sod its non-controlling
interest in a cement plant in Syria in 20183

Figure 6

Belgium, France,
Germany, Italy,
Netherlands, Spain,
United Kingdom

—Cement

- Aggregates

— Ready-mixed
concrete-asphalt

- Service-joint
ventures-other

3.1.1 Egypt
Country profile

Notwithstanding rising excess capacities in the Egyptian nationali ndust r vy,

AEIDELBERGCEMENT

Western and Northern and Eastern North America Asia-Pacific Africa-Eastern Group
Southern Europe Europe-Central Asia Mediterranean Basin Services

Albania, Bosnia-Herze-
govina, Bulgaria, Croatia,
Czechia, Denmark, Estonia,
Georgia, Greece, Hungary,
Iceland, Kazakhstan, Latvia,
Lithuania, Norway, Poland,
Romania, Russia, Sweden,
Slovakia, Ukraine

- Cement

- Aggregates

- Ready-mixed
concrete-asphalt

- Service-joint
ventures-other

Canada, Bangladesh,
USA Brunei, China, India,
Indonesia, Malaysia,
Singapore, Sri Lanka,
Thailand,
Australia
—Cement — Cement
- Aggregates —Aggregates
— Ready-mixed — Ready-mixed
concrete-as- concrete-asphalt
phalt - Service-joint
—Service-joint ventures-other

ventures-other

HeidelbergCement organisational structure

Benin, Burkina Faso,
DR Congo, Egypt,
Gambia, Ghana, Liberia,
Mauritania, Morocco,
Mozambique, Sierra
Leone, South Africa,
Tanzania, Togo,

Israel, Palestine,
Turkey

—Cement

—Aggregates

— Ready-mixed
concrete-asphalt

— Service-joint ven-
tures-other

Source: HeidelbergCement (2019, March) Annual Report 2018 p. 20.

sales volume slightly increased and the market share of the company expanded in 2018# The
company holds a leading market position in Egypt, which is among the largest markets in the
Africa-Eastern Mediterranean group area? Figure 7 shows the capacity share of cement producers

in Egypt,

wi t h

(formerly ASEC Cement)accounting for around 37% in 2017°
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Overall, the Egyptian cement market is seen as being oversupplied. Namely, the Egyptian army
invested in additional cement capacities in recent years. HeidelbergCement sees a medium
strategic risk with a moderate impact that these additional capacities will lead to price pressure in
the market, with resulting adverse effects on its revenue and earnings position 2

Figure 7

Share of total capacity of cement producers in Egypt

n Suez Cement

» Lafarge Egypt Cement

= ASEC Cement
Arabian Cement

s Al Arish Cement

u Al Amreya Cement

» Mational Cement

n Al Nahda Cement

n Alexandria Portland Cement

= Misr Beni Suif Cement
» South Valley Cement

, 2017

Note: Suez Cement ispart of HeidelbergCement (Germany); ASEC Cement, now operating as Helwan Cement, is also part of
HeidelbergCement via Suez CementLafarge Egypt ispart of LafargeHolcim (Switzerland).

Sour ce: Abdou,

D. M. S.

and N. S.

ElI Adaway

C o mp a Wmagican Journal of Business, Economics and Managemeni/ol. 6(3): 4956, p. 52.

(2018,

J u Argbiar2Cement aeAppl i c af

As of end of year 2018, HeidelbergGement had ten shareholdings in Egypt (Table 14).

Table 14 Shareholdings of HeidelbergCement in Egypt (Dec. 31, 2018)

Last fiscal year o . A
. Group . . Equity in 7 | Netincome in 1
Company name and location . for financial - -
ownership (%) million million
statements
Subsidiaries
DECOM Egyptian Co for
Development of Building 26.46% 2017 7.2 3.0
Materials?, Cairo
Helwan Cement Company, 50.64% 2017 54.9 -18.7
Helwan
Interbulk Egypt for Export, Cairo 100.00% 2017 0.3 0.1
Suez Cement Company Cairo 50.88% 2017 229.9 -21.9
Sugz for Transportation & Trade?, 49.60% 2017 10 04
Cairo
Tourah Portland Cement 39.45% 2017 -10.4 271
Company?, Cairo
Universal Company for Rgady Mix 26.46% 2017 158 30
Concrete Production?, Cairo
Associates
Tecno Gravel Egypt Egypt 22.89% 2017 24 0.8
Immaterial Subsidiaries
= profund Page | 24
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Suez for Import & Export Co?,

. 49.60% 2017 0.0 0.0
Cairo
Immaterial JVs and associates
Suez Lime Cairo 25.32% 2017 0.3 0.0

Note: Controlling influence through contractual arrangements and/or legal regulations .
Source:HeidelbergCement (2019, March),Annual Report 2018 pp. 183-205.
HeidelbergCement subsidiaries produce cement in four plants and ready-mixed concrete in 19
plants in Egypt. The group had a presence in Egypt since 2016 when it purchased Italcementi
Group. Italcementi had been a principal shareholder in Suez Cementsince 2005,together with a
consortium of local and international investors.®

Suez CementGroup of Companies (SCGC]Js the largest cement producer in Egypt.° It has more

than 2,500 employees in anindustrial network of four production facilities in Suez, Kattameya,

Tourah and Helwan. The groupstates that it supplied building materialstosome of Egy pt és mo
well-known landmarks ! It is mainly composed of Suez Cement Company (SCC), Tourah Portland

Cement Company (TPCC), Helwan Cement Company (HCC), Ready Mix Concrete Allmeya

(RMCA), and Hilal Cement in Kuwait?

For the financial year ending December 31, 2018, SCGC reported sales of EGP 7.4 billioh 861.6
million) and a net profit of EGP 121.4 millon(i 5. 9 mi I | i on) . I n 2017, the
a | oss of 23niiliob)jatainstoeat ($§abes of EGPmIilloNS billion (

To optimise its portfolio, Helwan Cement sold its white cement plant in El Minya to Emaar
Industries. The sale was explained with the fact that the standalone production of white cement as
a niche product with small volumes no longer fits the strategic efficiency focus of the company.*
The transaction was closed in early 20191t also sold Suez Bags Companya paper bag factory in
Egypt, in 2018. It furthermore plans to sell the site of a former cement plant in the Cairo
metropolitan area.®

INJune 2019, SCGCs subsidiary To ursaspendedpmeuction Co mp a n
because of financial distress caused by oversupply in the Egyptian market and /s considering

liquidation ¢*© Earlier in 2019, the Tourah Cement Company cancelled the @sults of an auction held

to sell its unutilized assets, because the auction winner did not comply with the terms and

conditions of the acquisition.*’

HeidelbergCement produces cement and ready-mixed concrete and is active in the aggregates
business in Morocco.'® The company describes its activities in Morocco as follows:
aleidelbergCement has been present in Morocco since the second half of 2016, when it purchased
the ltalcementi Group. In Morocco we operate through Ciments du Maroc 3 cement plants in Ait
Baha, Safi, and Marrakech, 2 grinding centers in Ladyoune (Indusaha) and Jorf Lasfar, 5 quarries,
and 30 concrete batching plantsg*® Ciments du Maroc is listed a the Casablanca Stock Exchang®

As of 2019, Ciments du Maroc is the second largest cement producer in Morocco, and it employs
813 people.??

In 2018, the cement production capacity of HeidelbergCement in Morocco was 4.8 million tonnes,
and the clinker production capacity was 3.1 million tonnes.?
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In February 2019,HeidelbergCement reduced its shareholding in the Moroccan subsidiary Ciments
du Maroc with 7.8%. In November 2019, it again lowered its shareholding. It now holds majority

participation of 5 1.0% in Ciments du Maroc.®

As of the end of the year 2018, HeidelbergCement hadeight shareholdings in Morocco (Table 15).

Group Last fiscal year

c d locati . for fi ial
ompany name and location ownership (%) or financia

statements
Subsidiaries
Africim, Casablanca 62.33% 2017
Ciments du Maroc, Casablanca 51.00%* 2017
“ndusabat. Laayoune. 50.72% 2017
Procimar, Casablanca 100.00% 2017
Associates
Asment Temara Témara 37.01% 2017
Immaterial Subsidiaries
Agadir Atlantique, Casablanca 62.2% 2017
Immaterial JV's and associates
Ceval GIE, Casablanca 24.84% 2017
Maestro Drymix, Casablanca 31.17% 2017

Equity in 1
million

0.4
442.6

54.0

68.3

88.5

0.0

0.0
-0.3

Note: Controlling influence through contractual arrangements and/or legal regulations .

* = As of 29 November 2019.

Net income in 1
million

0.0
70.6

26.7

9.9

31.4

0.0

0.0
-0.5

Sources: HeidelbergCement (2019, March),Annual Report 2018 pp. 183-205; HeidelbergCement (2019, 29 November),
HeildelbergCement further reduces its stake in Ciments duMaroc.

For its main subsidiary in Morocco, Ciments du Maroc, HeidelbergCement is sharing ownership

with the parties presented in Figure 8.
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Figure 8

Ownership percentage

P

= Abu Dhabi Fund for Development

= Caisse Interprofessionnelle Marocaine de Retraites

= FIPAR Holding (Caisse de Dépot et de Gestion'm Others

= HeidelbergCement France

Ciments du Maroc (2019), Rapport Annual 2018 p. 15.

Beside cement production, HeidelbergCement in Morocco is also involved in CO2 recycling for the
manufacture of fish food and other animal feed . In 2018, the company investedi 1 . 2
development of a demonstration project to produce algae for fish food at the Safi cement plant2

3.1.3 Occupied Palestinian Territories

In 2007, HeidelbergCement Group acquired the Hanson Group (Israel), with Hanson Israel as part of

the acquisition.®

In 2016, HeidelbergCement installed a subsidiary, HeidelbergCement Palestine,in the Occupied
Palestinian Territories and started to operate a cement import business to Gaza and the West
Bank?® In 2019, the company was /na#e process of setting up quarry operations in Palestineg?’

Ownership Ciments du Maroc (31 Dec. 2018)

As of the end of the year 2018, HeidelbergCement hadfour shareholdings in the Occupied

Palestinian Territories (Table 15).

Table 16 Shareholdings of HeidelbergCement in

Israel and OPT (Dec. 31, 2018)

i tHe |

Last fiscal .
Group Equity .

. . year for .~ | Netincome

Company name and location ownership ; . int | . . .
financial - in T million
(%) million
statements
HmdglbergCem_ent Mediterranean Basin 100.00% 2017 04 02
Holdings Palestine, Ramallah
Hanson (Israel) Ramat Gan 99.98% 2017| 234.4 19.8
Hanson Quarry Products (Israel)Ramat Gan 99.98% 2017 231.7 17.8
Hanson Yam Ramat Gan 99.98% 2017 3.1 0.1
Source: HeidelbergCement (2019, March) Annual Report 2018 pp. 183-205.
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Hanson Israel produces aggregates, asphalt, and readymixed concrete in 26 concrete and mortar
production plants, three quarries and two asphalt plants.?® The operations of Hanson Israel in Area
C consist of the Nahal Raba quarry with an integrated asphalt plant.?° Two ready-mixed concrete
pl ant s ( ModdAtagt) lacatédlinlthie bccupied West Bank have been closed inrespectively
Q4 2017 and Q1 2018%*

In 2014, Hanson Israel extracted approximately 3million tonnes from the Nahal Raba quarry.3In
that year, Hanson Israel reportedly paid US$ 467,0001( 384,000) in municipal taxes to the
settlement Samaria Regional Councilfor the use of the Nahal Raba quarry, and US$ 33 million (i
2.90 million) in royalties to the Israeli Civil Administration, the branch of the Israeli military that
governs the West Bank®? In a letter to Human Rights Watch, HeidelbergCement defended its
activities as fully complying with international law, arguing that the land was not privately owned
and pointing to the jobs provided to Palestinians. 3 In a reaction to this report, the company
stress¢gd/tihawemw and royalties paid by the quarry
and are used by them to finance local projects. Proof of such projects of the past can be found on
the Internet, e . g . ¢*EbBwewry, thacconspany is nokableta eatharl? spetific
projects benefitting from royalties paid by the Nahal Raba quarry.

The majority of dolomite obtained from quarry Nahal Raba, located close to the settlement Elkana,

is sold to the Israeli market. The German parent company HeidelbergCementexplained this in a
2015letterto Human Ri ghts Watch/ mwjf thhé hleshfaehki/ t hant keet ha
demand and that the Palestinian Authority prevents deliveries to Area A and B by means of a

boycott policy. We would also like to clarify that Hanson Israel does not sell construction materials

for the construction of Israeli settlements in the West Bank or the security barrier. 3¢

A decl aration as @estate |l and¢ would only be allow
genuine military reasons and continued to be used for that. However, according to Human Rights
Wat c h, |l srael declared the | and on which/tblie quar

aggressive interpretation of an Ottoman law whereby land, even if privately owned, reverts to the
state if not cultivated or otherwise used for three consecutive years. Israel built its separation
barrier to encompass the quarry from the east, uniawfully diverting the route of the barrier into
occupied territory from the pre -1967 armistice line. The barrier seamlessliconnects the quarry to
Israeli territory and separates the nearby Palestinian village of Zawiyalfrom its lands. 3¢

The company believes though that the operationsarein-l i ne wi t h i nterjiiwmwti onal
quarry provides significant advantages for the local Palestinian population in the West Bank and i)
the impact on the overall reserve position in Palestine isverysmall ¢ |1 n regards to i),

stresses that the majority of quarry employees are Palestinians from the West Bak, working under

equal conditions as Israeli employees, constituting an important source of income for this area of

the West Bank. It further states thatitisag pWwor ki ng on a constructive sol
Palestinian subsidiary calledeeHe i d el ber g Cement Pal estineg¢ i n Decer
up a building materials business in Palestine. The operations shall also include aggregates quarry

activities with the goal fto move production of aggregates for the region to Palestine in t he mid-

term. c®

i Based on information provided by HeidelbergCement to Human Rights Watch, stating that the company paid
royaltesofi 3. 25 million for the operation of the Nahal Raba qu:
produced.

i HeidelbergCement Pakstine operates as a wholly-owned subsidiary of HeidelbergCement Group (Germany).
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Labour and human rights policies

HeidelbergCement states that it is committed to the principles of the following internationally
recognized standards®®

1 The Universal Declaration of Human Rights;

1 The eight-core labour standards of the International Labour Organization (ILO);

1 The OECD Guidelines for Multinational Enterprises;

f The United Nations Guiding Principles for Busi ne
R e me dryamework).

The company expects its employees and business partners to comply with those key guidelines and
recommendations.*® However, in its Human Rights Position, HeidelbergCement makes clear that it
considers | ocal | aws to be of momiewillasopapwytodec e t ha
extent that applicable law does not prohibit application of the ILO core labour standards. Should

this be the case, we will make every effort to observe the underlying principles reliably and

adequately. Where we need to base labour andwelfare standards on local circumstances we will

observe the national industry standard as a minimumg*

HeidelbergCement maintains a three-part monitoring system to comply internationally recognized
work and social standards

1 a&n intensive dialogue with the employee representatives.

1 A compliance hotline where all employees may report deficiencies related to violation of work
and social stanaards anonymously and confidentially.

1 Regular reporting in the form of a general Group Compliance Report and Compliance Incident
Report, in order to check/ensure compliance with our own duties in everyday business. The
results will be presented to the Audit Committee of the Supervisory Board.¢*

I n addition, t he rego/anpuaitsgtous dites ersige ubitrraly higiestandards in
all areas of environmental protection, health and safety protection within the HeidelbergCement
Groupc®®

HeidelbergCement also maintains a Human Rights Position** It does not contain additional
information that is of relevance for this report.

Occupational Health and Safety policies

The company has published a set of cardinal rules on occupational health and safety (OHS) that are
mandatory for its employees and contractors (Figure 9).
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All employees and contractors working for us
have to comply with the following Cardinal Rules:

S\ All Personal Protective Entry into confined spaces is
Equipment (PPE) required for only allowed for competent
\_/_/ a given task must be properly persons and with a Permit to

used. Work signed by the respon-
sible superior

Equipment has to be properly Driving for the company
isolated from all inherent is done in strict accordance

energy sources and must be with local laws and company
tested to ensure it cannot start requirements

or move prior to conducting

any tasks

Safeguards must be in All occupational incidents are
place before equipment is reported and investigated to
(re)started identify the root causes and to

set up corrective actions and
lessons learned

rAEIDELBERGCEMENT

HeidelbergCement (2015), Cardinal Rules

The OHS Policy further details these cardinal rules. It makesome notable exceptions to the
universal applicability at company sites#®

11 adhis Policy applies to all locations and operations of the HeidelbergCement Group where we
exercise management control;

1 Local management has to specify any exemptions and to definethe product specifications,
based on results of risk assessments ; and

1 Regarding the Permit to Wor kexedmnptions gomihisyleamit o c on f
defi nipgereémidnconfi ned spacesé must be aut horize
results of risk assessments .

The organisation and processes of the OHS Policy are described by the company as follow4?

&\t HeidelbergCement, all management levels are responsible for occupational health and safety.
Our occupational safety organisation is subordinate to the Chairman of the Managing Board, to
whom the Director Group Human Resources, who is responsible for Group Health & Safety, reports
directly. The Managing Board members responsible for the different Group areas are in turn
supported by H&S aavisors who report directly to them.

Each country also has an H&S advisor reporting directly to the country manager, who coordinates
the measures within the relevant country. The line managers at regional and local management
level in a country are also swpported by H&S aavisors. Occupational safety measures form part of
the personal goal agreements for all managers. Last but not least, each individual employee,
contractor, and visitor is responsible for following the occupational safety regulations.

Work management systems, such as those in accordance with the internationally accepted OHSAS
18001 standard, have already been implemented in 88% of our operational locations. These
systems require a structured approach from the location managers with planning, clear work
regulations, responsibilities, and controls to ensure an ongoing improvement process and thus
prevent accidents; .
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HeidelbergCement has published its Sustainability Commitments 2030, which build on and succeed
the HeidelbergCement Sustainability Ambitions 2020. The commitments are, according to the
company, aligned with the United Nations Sustainable Development Goals#’

One of the commitments is related to labour rights: Achieving Excellence in Occupational Health
and Safety. 8Ve are committed to continuously enhancing the occupational health and safety
conditions of our employees, contractors, and third partiesg*®

This commitment is broken down into two measurable criteria;

1 Achievement of zero fatalities; and
1 Achievement of zero time lost due to injuries.

In its Leadership Principles HeidelbergCement repeats the above and adds some additional
principles on labour issues#®

1 alVe regard employee diversity as a success factor. That is why we rely on a balanced mixture of
people with different personal ities, skills and experiences when composing a team.

1 We treat our employees fairly and do not favour anyone on the basis of personal preference.

1 We communicate company goals comprehensively and on a regular basis. We timely inform
employees of organisational and personnel changes that affect their workg .

Community relationships

Another commitment is related to community relations: Being a Good Neighbour. aVe are
committed to supporting the social and economic development of our neighbouring communities
and ensure transparent communication to all our stakeholdersg.>°

This commitment is broken down into three criteria & only the third criterium is measurable:

1 Maintaining open and transparent communication about activities and performance;
1 Helping improve the le vel of education and living conditions in neighbouring communities;
1 Offer one hour of voluntary community work per full -time employee per year.

Gender

Regarding gender diversity in the work force, HeidelbergCement reports that a2/ #vpmen made
up 13% of the total workforce and held 10% of the upper management positions in 2018 ¢>*

SCGC signed on to the UN Global Compact in 2013 before the acquisition of Italcementi by
HeidelbergCement>?Accor ding to i yYP/welasi taer, anB@Gronmentsial et y
policy, which is essential in building a sustainable environment for employees and the communities

in which it operates. In 2006, the Group entered the concrete sector through the acquisition of

RMB ( Ready Mi x Bet on) plants baveDenewedmhelr I80 14005 certiiCates

and applied the new version of ISO 14001/2015 standards. Each plant has its own certification.
Recent/! y Kattameya plant received the EnMS | SO 50
environment policy is to promote the sustainable use of resources, long-term economic growth

and improving the quality of life for the generations to come. SCGC /s currently applying CS/

guidelines. °¢

In July 2019, theSuez Cement Group of Companies (SCGC) receideits ISO 45001 Certification® In
September 2019, SCGC organised atiOccupational Health & Safety Week".>®
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The Moroccan subsidiary, Ciments du Maroc, reported over its OHS activities in 2016°

operational audit of all cements and materials production sites: 2,120 completed actions;
training of all Ciments du Maroc staff on risk behavior;

training of 524 drivers of our customers on 5 modules on driving;

20,000 hours of safety training for all our staff and subcontractors;

completion of 774 safety inspections; and

World Safety Day program: 533 participants and 278 actions completed.

=2 =4 4 -4 -4 4

HeidelbergCement does not publish country level policy information for either the Occupied
Palestinian Territories or Israel.

Based on this policy analysis,Table 17 identifies the gaps and shortcomings of the
HeidelbergCement group and local policies on labour and human rights.

Issue Group or local | Gap

The group allows for deviations of the ILO Conventions if required

ILO Conventions Grou . .
P by local law or national industry standards.

Permit to Work for
entry into confined |Group Allows for deviation of group policy based on local assessments.
spaces

The percentage of women in the upper management is lower (10%)

Gender Group than in the total workforce (13%).

Reporting Group There is o group -level reporting on OHS issues.
Reporting Morocco The reporting on labour rights is outdated (2016 data).
Reporting OPT and Israel |No reporting on labour and human rights issues at all.

The group level labour rights and human rights policies of HeidelbergCement are in line with the
most important international standards.
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This Section describes the social and environmental controversies involvingHeidelbergCement
between 2014 and 2019 in the selected counties.

Environment and pollution

In 2014, the Suez Cement Company then owned by Italcementi but later acquired by
HeidelbergCement & converted two of its cement factories (in Suez and Kattameya) from gas
fuelled to coal-fuelled. Coal is more polluting and causes higher CQ-emissions than gas, but the
company wanted to address the power shortage as the national government had reduced natural
gas supply to factories. In 2016 and 2017, the other two cement factories (Helwan and Torah) were
scheduled for an overhaul to coal.’” The current status is unknown.

Environmental activists, led by the Habi Center for Environmental Rights warned that the burning of
coal to produce cement would lead to an increase in the already high level of air pollution in

Egypt®®
In a response, Suez Cement claimed it complied with environmental regulations and maintained an
gojroactive approach focused on the prevention and mitigation of negative environmental impacts

as well as the preservation of natural resources in thedevelopment and management of our five
production facilities ¢°°

Human rights

HeidelbergCement set up businessin Ladyoune (Indusaha)in Western Sahara, a contested territory.
Ciments du Maroc runs a grinding plant in Laayoune. NGO campaignsregularly target
multinational companies operating in Western Sahara for profiting from human rights violations. ¢

Human rights

The activities of Hanson Israel in the Occupied Palestinian Territories are undethe scrutiny of
human rights organisations. See subsection 3.1.3for a more detailed description of the case.
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A field visits was made the HeidelbergCement owned Suez Cement plant in Egypt to assess the
level of compliance with international labour standards and national laws. Each subsection presents
the findings concerning nine key labour issues for each of the plants visited.

HeidelbergCement has 1,540 direct employees (FTEs) spread over its four plants in Egypt. Out of
these 1,540 direct employees, 243 work at the Suez plant. In addition to the direct employees, 231
subcontracted employees’ work at the plant.

Since 2018, HeidelbergCementis reducing the number of staff (i.e. not extending the contract of
fixed-term workers). This is done as a measure to reduce loses (2000 workers lost their job since,
which represent ca. 50% of the total workforce). Upon dismissd, each of the conditions was
negotiated on an individual basis. The workers did not want to go to the union because they were
content with the compensation they received from the company. The company is trying to coerce
workers to go into early retirement .

Child labour

The Egyptian government has established laws and regulations related to child labour /LO C. 138,
Minimum Age and /LO C. 182, Worst Forms of Child Labar. No evidence suggests underage
workers at the plant sites. Workers ensured that children are never allowed within the plant, and
there are clear safety measures to keep nonauthorised from entering the premises. There are no
active programs to provide benefits for employees with children such as childcare, But there is a
scholarship program to support excelling students through high school and university.

Forced labour

Egypt has ratified ILO Conventions 29 and 105 on the Elimination of Forced Labour and
Compulsory Labour®* There is no evidence of forced labour taking place at the Suez Cement pant.

Freedom of association and collective bargaining

Egypt has ratified both C098- Right to Organise and Collective Bargaining Convention, 1949and
CO087 - Freedom of Association and Protection of the Right to Organise Convention, 1948 All direct
employees at the plant are unionised. When it comes to subcontracted workers, there is no right to
join the union . However, the union assists themif they face problems at the workplace.

Discrimination

There are signs of gender discrimination as there are only10-12 women employed at the plant
conducting finance, HR, talent management, laboratory tasks. However, there is no clear evidence
that this is due to discriminatory practices at the point of hiring or if it is connected to cultural
customs.

There are no demonstrated efforts by the company to change the gender quotas among the
employees.

i The term service providers and its contracted labour is used within the HeidelbergCement group.
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There is significant but hidden discrimination between direct and subcontracted employees. There

is no clear division of the activities that are performed by subcontracted employees. However, there

are still considerable differences in employee benefits provided, from wages, right to leave, access

to health care, and ethical hiring practices. There is no freedom of association for subcontracted

workers. Fnancially, the sysem has set subcontracted and regularly hired workers against each

other (i.e. there is no incentive for stable workers to fight for the rights of subcontracted workers).

The unions argue that they have very little room for action, and by fighting for the subcontracted

wor kerssgheygwosel d be jeopar di si nSgbcdanthaet@sedo mobfallk er s é
into the jurisdiction of HR either and are therefore not covered by actions taken to improve the

conditions of the hu man resource.

Wages

The direct employees are all receiving asalary substantially higher than the Egyptian minimum
wage. It is paid regularly by a monthly bank transfer, and there is a clear payslip given to each
employee. Additional benefits that are pro vided by the company includes a daily meal and medical
insurance that also covers their famiy members (up to 24 years of age).

For subcontracted employees, the wages keep close to the national minimum wage of 2000
Egyptian pounds 2 for a 42h work week (7 hours a day 6 days a week)This is a breach of /LO C.
100 Equal Remunerationwhich Egypt has ratified.

Working hours and overtime

Working days are of eight hours, five days a week, 40 hours in total for direct employees. Workers
are not obliged to do ove rtime, but the regular overtime reaches a maximum of 2-4 hours a day
which is compensated with a 200% salary compensation.

Subcontracted workers work six days a week with seven paid working hours as per the Egyptian

Labour Law® For packers, the work isbuilt up in a special way where teams work for one hour and

then have a one-hour break interspersed throughout a 14 -hour shift. This is a particular practice of
shift work which, arguably, has i mplicathedegad f or
side within the grey zone of the labour law.

Ethical hiring and contracting

There is atransparent HR process when it comes to direct employees of Heidelberg cement. Every
employee receives an individual contract. There are two types of contracts:temporary (for one
year) and permanent. As of the last 5 yeas, all new contracts are renewed yearly. This is because
companies want to reduce costs and this way, they can dismiss workers easier. Also, early
retirement is increasingly encouraged by the companies.

There is atransparent payroll system from where every employee receivesa payslip at the end of
the month.

For direct employees, there are open grievance mechanisms in place. mdividual complaints are
solved in collaboration between HR and the union. The workers can go to direct management
which refers to HR. Other workers go to the union, wh ich conveysthe problems to HR. The HR aims
to settle disputes discretelyybut i f t hi s dispatesmge&td comtowhich is atvéryelong
drawn process.
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For subcontracted employees, the hiring practices differ significantly. The HR is not involved in the
employment of subcontracted workers, not the implementation of any policies concerning their
labour conditions. Subcontracted workers interviewed by the research team, did not have any
individual contracts but were instead given the news about their work prospects each month. One
man gave accounts of working under this routine for more than 10 years. As the responsibility of
contract compliance lays at the department of contracting , there is no transparent system of
grievance for the subcontracted workers. However, accounts were given by management that
contracts of subcontractors have been suspended due to lack of compli ance to labour clauses in
the contract. These subcontractors are excluded fromjoining future tendering processes.

Gender equality

As mentioned earlier, there are signs of gender discrimination as there are only 10-12 women who
work at the plant (finance, HR director, talent manager, laboratory). However, there is no clear
evidence that this is due to discriminatory practices at the point of hiring or if it is connected to
cultural customs.

Occupational Safety and Health (OSH)

The cement sector is seen asa hazardous sector and therefore requires extensive OSH measures.
These are generally duly respected at the Suez Cement Plant. There are security checks to enter the
plant vicinity. Before accessing the area, all visitors must undergo a security induction,and there

are clear demarcations for walking and non-walking areas. A LOTOTO system was introduced
during the year of 2019 but still not fully functional on a personal level and for subcontracted
workers.

With regards to social security and access to hedthcare, there are significant differences between

the direct employees of Heidelberg Cement and subcontracted employees. For direct employees, a

private health insurance is provided, and there is a clinic on site.In case of an accident, workers go

to the company clinic where they can receive first aid. There are two doctors and two nurses per

shift, and two ambulances at the clinic. Still, if it is a more severe accident, the ambulance takes

them to the nearest hospital (15-minute drive away a Airforcehospi t al ) . The empl oyee
manager writes an email explaining the accident to the doctor and the safety department. Workers

who cannot return to their functions are given another task, and they get a compensation

(according to Egyptian law, workers areentitled to all their benefits, plus compensation, and the

company pays for medical costs).

For subcontracted workers, access to healthcare looks different. They have access to health
insurance but cannot use the onsite clinic. When it comes to social sewrity, many subcontracted
workers face issuesbecausethey need to be given a social security number from their employers,
which they do not have.

Not having a social security number is not only a constraint to organi se in unions, but also to

access otherbenefits. In the public sector, employers are very reluctant to give this to workers, and

this is possible becausedifferent laws apply to this sector. In the private sector, women are more

affected by regulation: if they get any number at all, this goesto men. Most companies are SMEs

(between 80-90 percent) each with an average of 12 workers. The atomization of SMEs makest

challenging to enforcet he wor ker s é security.While hedlihcargios i mart of t he
benefits by law, this one is very basic andnot very efficient.

Weekly toolbox meetings are held. PPE, vest, glasses, helmet, earplugs, safety shoes, is distributed
and obligatory for all workers but also here there is a difference in quality between the equipment
received by direct and subcontracted employees.
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Health checks are performed by the Ministry of Manpower (MoM), quarterly or yearly, depending
on the risk assessment of the work that the employee performs. HeidelbergCement reports
accidents to MoM for direct workers every 6 months, and subcontractors are responsible for
reporting about their workers. Checks are random.

In Table 18 an overview of the compliance to international and national labour standards is
presented for the Heidelberg cement plant visited. Overall,it shows that the level of compliance is
to a great extent med-level in the sense that there is an awareness of issuesHowever,there is still
work to be done to reach full compliance with international labour standards and to show
continuous improvement of the labour situation at the plant . The most severe non-compliance
observed was connected to the use of subcontractors and the lack of implementations of labour
policies and standards by these subcontractors and the lack of control mechanisms within the
HeidelbergCement operation to monitor these actors.

Level of
compliance

Labour issues

Forced labour

Freedom of association
and collective
bargaining

Discrimination

Wages
Working hours

Ethical hiring and
contracting

Gender equality

Occupation safety and
health (OSH)

Below are several recommendationson each of the topics assessed. HeidelbergCement should
endeavour to work in partnership with independent experts and union leaders to develop an action
plan for addressing the issues identified and implementing the recommendations outlined.

Child labour

1 HeidelbergCement should ensure that there are childcare facilities and support the education
of its workersé children.

Freedom of association and collective bargaining
1 HeidelbergCement should implement higher standards of labour compliance for subcontract ed
workers, including the right to freedom of association and collective bargaining.
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Discrimination

1 HeidelbergCement should ensure equal treatment and the provision of similar welfare facilities
for workers irrespective of their type of contract.

{ Heidelber gCement should take concrete steps to ensu
the company.

Wages

1 HeidelbergCement should strive to pay decent living wages to all workers on the project, based
on well-researched studies on living wages in theconstruction sector in Egypt. The company
should commence the implementation of a wage scale for all categories of workers.

1 HeidelbergCement should ensure that workers can earn a decent wage within ordinary working
hours, without engaging in extensive overtime.

Working Hours and Overtime

1T Hei del bergCement management should establish ant
should not exceed the legally allowed maximum. A mechanism for recording and monitoring
wor kersé overtime should be established.

1 Prior to engaging the workers in any overtime work, HeidelbergCement should ensure that
workers provide written and signed consent. Workers should be informed of their rights to
refuse over time and should not be punished for refusal. Records of this written consent must
be kept.

1 Subcontracted workers should only be tied to their workplace for 8 hours on an ordinary shift. If
the work is heavy-duty breaks should be included in these shifts. If the worker is working every
second hour, the hour of the break should also be considered working time.

Ethical hiring and contracting

1 HeidelbergCement should ensure that all agreements of subcontractors have clauses on labour
conditions and specific requirements for adherence to the labour law and company policies on
human resources.

1 HeidelbergCement should ensure that subcontracted workers are allowed annual leave and sick
leave according to the law.

1 HeidelbergCement should ensure that the company directly hires the subcontracted workers
that preform core activities.

Gender

1 HeidelbergCement should establish a gender policy that indicates its commitment to gender
equality and the maximum participation of women on equal terms with men in all aspects
within the project. The policy should be in line with the Convention on t he Elimination of All
Forms of Discrimination against Women (CEDAW) 1979.

1 HeidelbergCement should ensure that there is proper documentation of all reported cases of
sexual harassment or violence against women at project sites.

1 HeidelbergCement should establish a formal complaint and grievance system and procedure
for reporting all cases of sexual harassment and domestic violence, explicitly including steps to
be taken for adequate protection of victims (and witnesses), appropriate medical examination
and treatment. This system and procedure should be mandatorily socialised at least twice a
year.
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OSH

1 HeidelbergCement management should endeavour to provide PPEs with good quality. The
company should ensure that all workers are entitled to and given at least four sets of PPEs per
year according to the union - helmets, boots, gloves, clothing (full overall), reflectors, earplugs,
eye protection etc. The company should ensure that it has adequate stock of PPEs and can
replace them in no less than a couple of daysafter the worker makes a request.

1 HeidelbergCement should comply with regulations on first aid in the workplace, by making sure
that each location or plant site has adequate first aid box with facilities in the form of necessary
equipment, supplies, and materials used in administering first aid.

1 HeidelbergCement should ensure that all workers, including subcontracted workers, have
access to the same health benefits and are subjected to periodical health checks.

1 HeidelbergCement should ensure that all subcontracted workers have the right to sick leave
and compensation to any work-related injury or health issue.
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LafargeHolcim is a multinational, building materials company headquartered in Switzerland.
LafargeHolcim is active in four business segments®*

1 Cement - 45,000 employees

1 Aggregates ( aggregates that serve as raw materials for concrete, masonry and asphalt as well
as the foundation for buildings, roads and landfill ¢ & 10,000 employees

1 Readymix concrete & 13,000 employees and

1 Solutions & products (dry mortar, precast concrete, asphalt, paving and service3 a 8,000
employees.

In 2018, LafargeHolcim employed 77,000 peopl€®, in 2019 this number have fallen to 72,000
people®. As shown in Figure 10, 12,000employees were working in the MENA region in 2018%,
while in 2019 this fell with 700 people %8

LafargeHolcim (2019, March),Annual Report 2018 p. 61.

In 2018, LafargeHolcim reported a global market share of 8% in the cement sector, 2% in the
aggregates sector and 3% in the ready-mix concrete sector!V6°

Figure 11 shows LafargeHolcimé grinding and cement plants in the MENA region in 2018.

v Data for the global market without China.
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