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Item

Code

Proposal

Board Rec.

ISS Rec.

MANAGEMENT PROPOSALS
1.1

M0105

Accept Financial Statements and Statutory Reports

FOR

FOR

1.2

M0550

Approve Remuneration Report (Non-Binding)

FOR

AGAINST

2

M0260

Approve Discharge of Board and Senior Management

FOR

FOR

3.1

M0152

Approve Allocation of Income

FOR

FOR

3.2

M0107

Approve Dividends of CHF 1.30 per Share from Capital Contribution
Reserves

FOR

FOR

4

M0126

Amend Articles Re: Ordinance Against Excessive Remuneration at Listed
Companies

FOR

FOR

5.1a

M0201

Reelect Wolfgang Reitzle as Director

FOR

FOR

5.1b

M0271

Reelect Wolfgang Reitzle as Board Chairman

FOR

FOR

5.1c

M0201

Reelect Beat Hess as Director

FOR

FOR

5.1d

M0201

Reelect Alexander Gut as Director

FOR

FOR

5.1e

M0201

Reelect Adrian Loader as Director

FOR

FOR

5.1f

M0201

Reelect Thomas Schmidheiny as Director

FOR

FOR

5.1g

M0201

Reelect Juerg Oleas as Director

FOR

FOR

5.1h

M0201

Reelect Hanne Sorensen as Director

FOR

FOR

5.1i

M0201

Reelect Dieter Spaelti as Director

FOR

FOR

5.1.j

M0201

Reelect Anne Wade as Director

FOR

FOR
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5.2.1

M0178

Appoint Adrian Loader as Member of the Nomination and Compensation
Committee

FOR

FOR

5.2.2

M0178

Appoint Wolfgang Reitzle as Member of the Nomination and Compensation
Committee

FOR

FOR

5.2.3

M0178

Appoint Thomas Schmidheiny as Member of the Nomination and
Compensation Committee

FOR

FOR

5.2.4

M0178

Appoint Hanne Sorensen as Member of the Nomination and Compensation
Committee

FOR

FOR

5.3

M0101

Ratify Ernst & Young AG as Auditors

FOR

FOR

5.4

M0110

Designate Thomas Ris as Independent Proxy

FOR

FOR

6.1

M0219

Approve Maximum Remuneration of Directors in the Amount of CHF 4.37
Million

FOR

FOR

6.2

M0549

Approve Maximum Remuneration of Executive Committee in the Amount of
CHF 28.9 Million

FOR

AGAINST

7

M0125

Transact Other Business (Voting)

FOR

AGAINST

Shading indicates that ISS recommendation differs from Board recommendation
 Items deserving attention due to contentious issues or controversy
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ISS-Company Dialogue
Dates

Topic(s)

Initiated By

Notes

Outcome

26 March
2015 - 27
March 2015

Remuneration
Report

ISS (with
Issuer/Representati
ve)

ISS requested additional
clarification.

Explanation of Company Practice/
Rationale

Note: ISS engages in ongoing dialogue with issuers in order to ask for additional information or clarification, but not to engage on behalf of its
clients. Any draft review which may occur as part of this process is done for purposes of data verification only. All ISS recommendations are based
solely upon publicly disclosed information.

Material Company Updates
Revised Terms of Merger with Lafarge
On April 7, 2014, Holcim and Lafarge announced their intention to combine the two companies through a merger of equals to create
LafargeHolcim. Upon announcement, the planned transaction was fully supported by the boards and core shareholders of both
companies and the companies engaged in process of antitrust clearances and other preparations. According to Holcim and Lafarge,
the combined company will have projected combined sales of CHF 39 billion and EBITDA of CHF 6.5 billion.
Throughout 2014, Lafarge underperformed its Swiss competitor and, in the view of many observers, a gap began to open between
the two companies’ valuations. As a consequence, in March 2015, some Holcim shareholders began to push for changes to the deal
which they saw as too favorable to Lafarge. In addition, tensions had reportedly grown between the two management teams up to
the point that the board of directors of Holcim was unwilling to work together with Lafarge’s CEO Bruno Lafont.
Following days of negotiation, it was announced on March 20, 2015, that new transaction terms were agreed, by which each Lafarge
share would be exchanged for 0.9 Holcim shares, instead of the previous 1:1 exchange rate, and Lafont would become co-chairman
of the combined group along with Reitzle instead of its CEO. Moreover, a scrip dividend would be paid out to all shareholders upon
closing of the deal and a new CEO would be appointed by Lafarge.
The merger, now expected to close in July 2015, remains conditional upon Lafarge shareholders tendering their shares and Holcim’s
general meeting’s 75-percent approval. An extraordinary meeting is planned for this purpose in the beginning of May.

Quorum requirements
In Switzerland, most resolutions passed by the general meeting require the approval of an absolute majority of voting rights
represented at the meeting i.e. the majority of all shares that are voting-eligible and are represented at the meeting either in person
or by proxy. For extraordinary business, such as any increases to share capital, resolutions that could impact shareholder rights (such
as restrictions on share transferability, the suspension of preemptive subscription rights, or the introduction of shares with special
rights), or resolutions that significantly impact the company's business, such as an amendment of the corporate purpose the
company's dissolution, a two-thirds majority of represented voting rights and an absolute majority of represented share capital is
required. The company’s statutes may also require a different majority for certain items. Note that abstentions do count for the
quorum.
For this analysis, the following exchange rate has been used: CHF 1.00 = US$ 1.01
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Financial Highlights
Company Description: Holcim Ltd manufactures and distributes cement, aggregates, and other construction materials. It operates
through five segments: Asia Pacific, Latin America, Europe, North America, and Africa Middle East.
STOCK PRICE PERFORMANCE

TOTAL SHAREHOLDER RETURNS
1 Yr

3 Yr

5 Yr

14.33

-0.58

60%

Company TSR (%)

8.66

40%

GICS 1510 TSR (%)

0.12

0.35

0.26

20%

Index TSR (%)

9.89

17.34

11.03

Source: Compustat. As of last day of company FY end month: 12/31/2014

0%
-20%

COMPANY SNAPSHOT

-40%

Market Cap (M)

-60%

Closing Price

-80%

Annual Dividend

-100%
Jan-10

24,907.6
76.15
1.30

52-Week High
Jan-11

Jan-12

Jan-13

Jan-14

Jan-15

86.05

52-Week Low

56.50

Shares Outstanding (M)

Holcim Ltd.
MSCI ACWI: Construction Materials (GICS: 151020)
Swiss Market Index

327.09

Average daily trading volume (prior mo)*

2,163.34

As of March 20, 2015 (All currency in CHF)
* Trading Volume in thousands of shares

FINANCIAL & OPERATIONAL PERFORMANCE
Historical Performance (FY ending)
All currency in CHF

12/2010

12/2011

12/2012

12/2013

12/2014

Earnings
Revenue (M)
Net Income (M)
EBITDA (M)
EPS (CHF)
EPS Y/Y Growth (%)
Profitability

21,653

20,744

21,544

19,719

19,110

1,182

275

622

1,272

1,287

4,490

3,966

3,987

3,852

3,730

3.69

0.86

1.91

3.91

3.95

-20

-77

122

104

1

Net Margin (%)
EBITDA Margin (%)
Return on Equity (%)
Return on Assets (%)
ROIC (%)
Leverage

10

6

7

11

12

21

19

19

20

20

7

2

4

8

7

3

1

2

3

3

4

1

2

5

4

Debt/Assets
Debt/Equity
Cash Flows

33

34

32

31

30

81

85

79

72

68

Operating (M)
Investing (M)
Financing (M)
Net Change (M)
Valuation & Performance

3,659

2,753

2,682

2,787

2,498

-1,362

-1,791

-1,235

-1,665

-1,724

-3,240

-1,366

-1,130

-1,625

-975

-1,192

-572

240

-718

-51

19.10
58.40
35.00
17.10
18.10
Price/Earnings
-10.55
-27.35
35.56
1.46
8.66
Annual TSR (%)
Source: Compustat. *Note: Compustat standardizes financial data and fiscal year designations to allow for accurate comparison across companies and industries.
Compustat data may differ from companies' disclosed financials. See www.issgovernance.com/policy-gateway/company-financials-faq/ for more information.
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Corporate Governance Profile
BOARD & COMMITTEE SUMMARY

SHAREHOLDER RIGHTS SUMMARY

Independence

Members

Meetings

Full Board

78%

9

8

Audit

67%

3

4

Compensation

75%

4

4

Nominating

75%

4

4

Chairman classification
Separate chair/CEO
Independent lead director
Voting standard
Total director ownership (000 shares)
Total director ownership (%)
Number of directors attending < 75% of
meetings
Number of directors on excessive number
of outside boards
Average director age
Percentage of women on board

ISS PROXY ADVISORY SERVICES

Controlled company
Classified board
Dual-class stock

No
No
No

Independent
Yes
N/A
Majority
65,843
20.1
N/D
0
58 years
22%
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Board Profile
Director Independence & Affiliations
NON-EXECUTIVE DIRECTORS
On Name
Ballot


Wolfgang
Reitzle



Affiliation

Independence
Classification
Company
ISS

Attend Gen- Age Tenure Term
<75% der
Ends

Outside
Boards

CEO

Key Committees
Audit Rem

Independent

Independent

N/D

M

66

3

2016

3

Alexander Gut

Independent

Independent

N/D

M

52

4

2016

1

CF



Beat Hess

Independent

Independent

N/D

M

65

5

2016

2

M



Adrian Loader

Independent

Independent

N/D

M

67

9

2016

3



Juerg Oleas

Independent

Independent

N/D

M

58

1

2016

0



Thomas
Schmidheiny

Independent

NonIndependent

N/D

M

69

37

2016

0



Hanne Sorensen

Independent

Independent

N/D

F

50

2

2016

0





Dieter Spaelti

Shareholder
Representative Independent
, Tenure

NonIndependent

N/D

M

54

12

2016

1





Anne Wade

Independent

Independent

N/D

F

43

2

2016

0

Chair

Significant
Shareholder,
Tenure

Shaded cells indicate that the company considers the director independent while ISS has classified the director as affiliated.
*Indicates director not previously submitted to shareholders for election.

M

Nom Gov
M

C

M
C

C

M

M

M

M



M

M
M

M = Member | C = Chair | F = Financial Expert

Director Notes
Alexander Gut

Alexander Gut was partner of the Swiss branch of Ernst & Young from 2001 to 2003. Ernst & Young is Holcim Ltd.'s
independent auditor (Source: 2014 Annual Report (En), p. 112).



Thomas
Schmidheiny

Thomas Schmidheiny was Holcim's CEO from 1978 until 2001 and has served on the board of directors for 37
years. He also owns a 20.11 percent stake in the company (Source: 2014 Annual Report (En), pp. 113, 232).



Dieter Spaelti

Dieter Spaelti is CEO of Spectrum Value Management Ltd., which administers the investments of the family of
Thomas Schmidheiny. Schmidheiny owns 20.11 percent of Holcim's shares (2014 Annual Report (En), p. 114).

Director Employment, Compensation & Ownership
Name

Primary Employment

Outside Boards

Wolfgang Reitzle

Prof Director

Alexander Gut

Beat Hess

Managing Partner Gut Corporate
Finance AG
Attorney/Counsel

Adrian Loader

Prof Director

Juerg Oleas

CEO - GEA Group AG

ISS PROXY ADVISORY SERVICES

Total
Compensation*

Shares
Held

Options

Total

Continental AG, Axel
Springer SE, Hawesko
Holding AG
Adecco SA

935,637

2,241

0

2,241

Voting
Power
(%)
<1

327,227

4,092

0

4,092

<1

Nestle SA, Sonova
Holding AG
Oracle Coalfields PLC,
Sherrit International
Corp., Alderon Iron Ore

512,632

4,693

0

4,693

<1

264,166

10,493

0

10,493

<1

140,001

0

0

<1
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Thomas
Schmidheiny
Hanne Sorensen
Dieter Spaelti
Anne Wade

Meeting Date: 13 April 2015
Meeting ID: 937170
Retired

266,752

CEO - Damco
International B.V.
CEO - Spectrum Value
Management Ltd.
Other

Rieter Holding AG

0

223,661

65,777,91
2
1,015

20.11

0

65,777,91
2
1,015

271,147

41,912

0

41,912

<1

220,328

985

0

985

<1

<1

*Local market currency

ISS QuickScore
As of March 27, 2015
ISS GOVERNANCE QUICKSCORE PILLARS
Board

3

Subcategory & Impact:

Remuneration

8

Subcategory & Impact:

Board Composition

Pay For Performance

Composition of Committees

Non-Performance Based Pay

Board Practices

Use Of Equity

Board Policies

Equity Pay Risk Mitigation
Non-Executive Pay
Communications & Disclosure
Termination
Controversies

Shareholder Rights

1

Subcategory & Impact:

Audit

1

Subcategory & Impact:

One Share - One Vote

External Auditor

Takeover Defenses

Audit & Accounting Controversies

Meeting and Voting Related Issues

Other Issues

ISS Governance QuickScore is derived from publicly
disclosed data on the company's governance practices.
Scores indicate decile rank relevant to index or region.
While company practices that raise concerns in ISS
Governance QuickScore are in many cases factors that
weigh against the company in analyzing certain
proposals, ISS recommendations are based on
situational proposals and the related qualitative
aspects of our review at a point in time
Scores on the proxy research report are “As of” the
date indicated. QuickScore data and scores are
dynamic and updated on a daily basis and available
year round. Scores are calculated at each pillar by
summing the factor scores in that pillar. Not all factors
and not all subcategories have equal weight, and not
all factors or subcategories apply to all markets. For
more information on ISS Governance QuickScore, visit
http://www.issgovernance.com/governancesolutions/investment-tools-data/quickscore/. For
questions, please contact:
Quickscore@issgovernance.com.

The total number of points in this subcategory is at the top of the possible range.
The total number of points in this subcategory is at the bottom of the possible range.
No Star or Flag: The total number of points in this subcategory is in the middle of the possible range.

Vote Results for Annual General Meeting 29 April 2014
Proposal

Mgmt Rec

ISS Rec

Disclosed
Result

% For

1.1 Accept Financial Statements and Statutory Reports

For

For

Pass

0.0

1.2 Approve Remuneration Report

For

For

Pass

0.0

2 Approve Discharge of Board and Senior Management

For

For

Pass

0.0

3.1 Approve Allocation of Income

For

For

Pass

0.0

3.2 Approve Dividends of CHF 1.30 per Share from Capital

For

For

Pass

0.0

ISS PROXY ADVISORY SERVICES
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% Abstain*
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Proposal

Meeting Date: 13 April 2015
Meeting ID: 937170

Mgmt Rec

ISS Rec

Disclosed
Result

% For

4.1.1 Reelect Wolfgang Reitzle as Director

For

For

Pass

0.0

4.1.2 Elect Wolfgang Reitzle as Board Chairman

For

For

Pass

0.0

4.1.3 Reelect Beat Hess as Director

For

For

Pass

0.0

4.1.4 Reelect Alexander Gut as Director

For

For

Pass

0.0

4.1.5 Reelect Adrian Loader as Director

For

For

Pass

0.0

4.1.6 Reelect Thomas Schmidheiny as Director

For

For

Pass

0.0

4.1.7 Reelect Hanne Breinbjerg Sorensen as Director

For

For

Pass

0.0

4.1.8 Reelect Dieter Spaelti as Director

For

For

Pass

0.0

4.1.9 Reelect Anne Wade as Director

For

For

Pass

0.0

4.2.1 Elect Juerg Oleas as Director

For

For

Pass

0.0

4.3.1 Appoint Adrian Loader as Member of the
Compensation Committee

For

For

Pass

0.0

4.3.2 Appoint Wolfgang Reitzle as Member of the
Compensation Committee

For

For

Pass

0.0

4.3.3 Appoint Thomas Schmidheiny as Member of the
Compensation Committee

For

For

Pass

0.0

4.3.4 Appoint Hanne Breinbjerg Sorensen as Member of the
Compensation Committee

For

For

Pass

0.0

4.4 Ratify Ernst & Young Ltd as Auditors

For

For

Pass

0.0

4.5 Designate Thomas Ris as Independent Proxy

For

For

Pass

0.0

% Against

% Abstain*

Contribution Reserves

*Abstentions are counted together with against votes on a particular item.
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Remuneration Profile
Components of Pay

CEO

CHF, in thousands
B. Fonta na

B. Fonta na

B. Fonta na

CEO

CEO

CEO

2013

2012▲

2014
Ba s e s a l a ry

1

1,750

Perqui s i tes 2
Pens i on 3
Al l other compens a ti on 4
Ca s h bonus
Deferred/Sha re bonus
Tota l s hort-term i ncenti ves

Other Executives

5

Change

2014

0.0%

1,750

1,750

11,918

n/a

-

n/a

n/a

n/a

490

5.1%

466

501

6,669

26

0.0%

26

1,486

443

2,021

520.2%

326

404

3,950

n/a

-

n/a

n/a

n/a

2,021

520.2%

326

404

3,950

Non-equi ty i ncenti ves

n/a

-

n/a

n/a

n/a

Res tri cted s tock

517

64.5%

314

384

2,502

Opti on gra nt

437

29.4%

338

425

1,573

Tota l l ong-term i ncenti ves 6

953

46.3%

652

809

4,075

Total compensation

5,240

62.8%

3,219

4,950

27,055

Total compensation (EUR, in thousands)

4,358

62.8%

2,678

4,118

22,503

% of Net Income

0.32%

0.20%

0.80%

1.67%

% of Revenue

0.03%

0.02%

0.02%

0.14%

▲: S/he only served in this position during part of the year.
Notes:
1
3
6

CEO PAY DEVELOPMENT

CEO Pay, in thousands

Non-Performance-based Pay

COMPANY PERFORMANCE

(CHF)
Performance-based Pay

Total Pay

Revenue, in millions

6,000

25,000

5,000

20,000

4,000

(CHF)

Net income, in millions

Indexed TSR
160
140
120
100

15,000

80

3,000
10,000

2,000

40

5,000

1,000

-

60

-

2012

2013

2014

Non-Performance-based
Pay

3,737

2,242

2,266

Revenue, in millions

Performance-based Pay

1,213

978

2,974

Net income, in millions

Total Pay

4,950

3,219

5,240

Indexed TSR

20
FY End
2011

100

2012

2013

2014

21,544

19,719

19,110

622

1,596

1,619

136

138

149

Meeting Agenda & Proposals
Item 1.1. Accept Financial Statements and Statutory Reports

FOR

VOTE RECOMMENDATION
A vote FOR the annual accounts, annual report, and auditor's report for the fiscal year in review is warranted.
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Discussion
The board of directors asks shareholders to approve the annual report and annual accounts for the 2014 financial
year.

Analysis
Under Swiss law, the general meeting of shareholders has the inalienable authority to approve the annual report
and the group and parent company annual accounts (Art. 698, Para. 2 of the Swiss Code of Obligations).
This is a routine item.

Item 1.2. Approve Remuneration Report (Non-Binding)

AGAINST

VOTE RECOMMENDATION
A vote AGAINST the remuneration report is warranted because


Holcim has put in arrangements to grant retention payments to members of executive management in
light of the proposed merger with Lafarge. However, it has not provided details of the terms of the
retention arrangements nor the quantum of awards, whether received or potential.

Discussion
The board of directors asks shareholders to approve the company's 2014 remuneration report. This is a nonbinding resolution.
BACKGROUND
The Ordinance Against Excessive Remuneration at Listed Companies (hereafter "The Ordinance"), which came into
effect on Jan. 1, 2014, stipulates that shareholders have final approval authority over the aggregate total
remuneration paid to members of the board of directors and executive management. Each company is free to
determine the template for the resolutions on remuneration as long as (a) shareholders vote on remuneration
each year, (b) shareholders vote separately on the remuneration of the board and executive management, and (c)
the shareholder vote has binding effect. Companies are required to holding binding votes on board and executive
management remuneration for the first time starting in 2015.
In addition, the Swiss Code of Best Practice for Corporate Governance (the "Swiss Code") recommends that the
board of directors involve shareholders in the debate on the compensation system in an appropriate form. A
stand-alone, consultative vote on the remuneration report is suggested as an option by the Swiss Code.
DISCLOSURE REQUIREMENTS AND BEST PRACTICE
Publicly-listed Swiss stock corporations are required to publish a remuneration report annually, which must be
audited. The remuneration report must include all remuneration that the company has directly or indirectly paid to
current members of the board of directors, executive management, and advisory board (if applicable), as well as
any direct or indirect remuneration to former members of the board, executive management, or advisory board in
connection with their prior activities as members of the company's governing bodies. Companies subject to these
requirements must disclose the individual remuneration of the highest paid executive and each individual member
of the board of directors and, if applicable, the advisory board, as well as the aggregate remuneration of executive
management.
Appendix 1 of the Swiss Code of Best Practice for Corporate Governance contains several additional best practice
recommendations for the compensation of the board of directors and senior management. The recommendations
include detailed guidelines describing the rights, responsibilities, and composition of the compensation committee,
ISS PROXY ADVISORY SERVICES
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as well as recommendations concerning the structure of the remuneration system and the disclosure provided to
shareholders.
EXECUTIVE COMMITTEE REMUNERATION

Performance-based Pay Elements
SHORT-TERM INCENTIVES
Target bonus payouts
CEO: 92% of base salary
Other senior managers: 40-90% of base salary.
Award level
Actual bonus may range between 0-200% of target for the group targets and between 0100% of target for the individual target.
Group component: registered shares with a five-year holding period (67%) and cash (33%).

Comprising cash/deferred

Individual component: stock options with a three-year restriction period (67%) and cash
(33%). The exercise price for options corresponds to the stock market price at the grant
date.
According to meeting information related to the 2015 compensation votes, as of 2016 the
company will implement an “annual bonus plan with bonus deferral into shares with risk of
forfeiture following cessation of employment.” The planned deferral proportion is not
disclosed.
Group component (at target, 56% for the CEO, 61% on average for the other senior
managers):
EBITDA
return on invested capital after tax (ROICAT)

Performance criteria

Individual component (at target, 44% for the CEO, 39% for the other senior managers on
average).
Qualitative or quantitative targets relating to functional performance, strategic objectives,
operational objectives, and specific project-related objectives.
In 2014, Group targets were set as follows:
Operating EBITDA: 5 percent YoY growth. Minimum and maximum payout factors were set
at +/- 20 percent for the operating EBITDA target (for area managers, -2.5/+5 percentage
points regional operating EBITDA margin).
ROICAT: 8 percent. Minimum and maximum payout factors were set at +/- 3 percentage
points.
Specific targets for the individual component are not disclosed.
CHF 2 million in cash and CHF 1 million in shares and options to the CEO; CHF 3.9 million in
cash and CHF 4.1 million in shares and options to other executives and senior management
(15 individuals, thereof 6 executive committee members)

Bonus earned

Additional information

ISS PROXY ADVISORY SERVICES

In 2014, operating EBITDA increased on a comparable “like-for-like” basis and adjusted for
merger costs by 4 percent, and the regional operating EBITDA margin was below budget by
1.8 percentage points on average, while ROICAT reached 7.3 percent. This corresponds to
an achievement level of 96 percent (operating EBITDA; regional operating EBITDA margin
48 percent) and 76 percent (ROICAT). Senior Management (excluding the CEO) achieved a
payout factor of 78 percent, and the CEO 86 percent.
Upon appointment, members of the executive committee may be granted a single
allotment of options. Such options are restricted for nine years and have a maturity of 12
years.
33,550 such options were granted in 2014 (AR p. 127).

Publication Date: 27 March 2015
Page 11

Holcim Ltd. (HOLN)
POLICY: Europe

Meeting Date: 13 April 2015
Meeting ID: 937170

LONG-TERM INCENTIVES
Plan name

Performance share plan

Award type(s)

Performance shares
Not disclosed

Award level

According to meeting information related to the 2015 compensation votes, performance
shares awarded in 2016 will have a face value of up to CHF 8.3 million, i.e. 79 percent of
executive committee members’ aggregate base salary. Note that this amount includes
retention payments.
Internal and external long-term targets set by the Nomination & Compensation Committee
and measured over a three-year period.

Performance criteria

Vesting Period

According to meeting information related to the 2015 compensation votes, performance
shares awarded in 2016 will vest conditional upon relative TSR growth and growth in
earnings per share.
3 years
N/A

Awards granted

The plan, was approved for implementation by January 1, 2014, but was put on hold due to
the merger project.

Additional information

Non-Performance-based Pay Elements
CHF 1.75 million to the CEO; CHF 11.9 million to the other executives and senior
management (15 individuals, thereof 6 executive committee members)

Base salary

Key perquisites

According to the remuneration report, the Nomination & Compensation Committee
reviewed the cash compensation arrangements with certain members of the executive
committee and senior management in view of the extended period between the
announcement and closing of the merger between Holcim and Lafarge and put in place
“appropriate measures for the purpose of retention” details of which will be disclosed in
2015.
According to meeting information related to the 2015 compensation votes, the company
expects to allocate up to CHF 8.3 million in long-term incentive awards and retention
payments. It is not indicated to what proportion this amount would be made up of
retention payments.
CHF 26,000 to the CEO; CHF 442,543 to the other executives and senior management
CHF 489,592 to the CEO; CHF 6.7 million to the other executives and senior management

Pension

ISS PROXY ADVISORY SERVICES

The pension scheme for executive committee members and the CEO is targeted to achieve,
at the retirement age of 62 and based on 10 years of service in senior management and 20
years of service with the group, an amount of 40 percent of the average of the last three
annual base salaries, or 50 percent for other senior managers, taking into account all
pension schemes related to current and past occupation, including state-controlled social
security schemes. Early or deferred retirement leads to adjustments based on actuarial
calculations. In the event of differences between the actual pension fund benefits and the
target pension, the Nomination & Compensation Committee decides in view of
forthcoming retirements about possible contributions to the individual insurance accounts.
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Severance/Change-in-Control Arrangements

Severance arrangements

Notice period: 12 months
Restricted options that were allotted upon appointment are forfeited
Shares and options received as part of annual remuneration are retained; the original
restriction period remains in force
No termination payments were made during the period under review.

Change-in-Control arrangements

None (AR, p. 110)

Remuneration Committee Composition & Communication
Committee Composition
Composition in line with best practice
Yes
recommendations
Risk Mitigators
Clawback policy

Yes (AR, p. 120)

Stock ownership guidelines

None disclosed

Stock holding requirements

None disclosed

Additional information

On Dec. 31, 2014, senior management held shares and option corresponding to 0.2% of the
outstanding capital (AR, p. 126).

Non-Executive Director Remuneration
Director fees

In 2014, the bard received a total of CHF 2.3 million in cash and CHF 1 million in shares.
Members of the board of directors receive a fixed fee consisting of set remuneration in cash and
shares that are sales-blocked for a five-year period. The chairman and deputy chairman of the
board and the chairmen of the Audit, Nomination & Compensation, and Governance & Strategy
Committees receive additional compensation.

Additional information

Analysis
ISS POLICY
ISS considers that seeking shareholder approval for a company's remuneration policy is a positive corporate
governance provision. It allows shareholders to express their support or not over how the company pays and
provides incentive to its senior management in the most direct way possible.
ISS may recommend a vote against compensation-related resolutions in cases where boards have failed to
demonstrate good stewardship of investors' interests regarding executive compensation practices.
The assessment of compensation follows the ISS Global Principles on Executive and Director Compensation which
are detailed below. These principles take into account global corporate governance best practice.
The ISS Global Principles on Compensation underlie all market-specific ISS policies:
1. Provide shareholders with clear, comprehensive compensation disclosures;
2.

Maintain appropriate pay-for-performance alignment with emphasis on long-term shareholder value;

ISS PROXY ADVISORY SERVICES
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3.

Avoid arrangements that risk “pay for failure;”

4.

Maintain an independent and effective compensation committee;

5.

Avoid inappropriate pay to non-executive directors.

ISS ANALYSIS

Overview of the remuneration policies and practices of Holcim
EUROPEAN MARKET STANDARDS

DOES HOLCIM COMPLY?

Disclosure
There should be adequate disclosure on the company's policies and practices in relation
to the remuneration of executives and directors.

No (retention arrangements)

Executive remuneration
Any short-term compensation component should include a maximum award limit.

Yes

Performance criteria attached to the short-term compensation component should be
disclosed.

No (retention arrangements)

The compensation policy should notably avoid guaranteed or discretionary
compensation.

No (retention arrangements)

Executives should not be entitled to termination benefits in excess of 24 months' pay or
any more restrictive provision pursuant to local legal requirements and/or market best
practices.

Yes

Dilution
Aggregate number of shares and options issued under all employee and executive
incentive schemes should not exceed 5 percent of issued capital for mature companies,
or 10 percent in the case of high-growth companies.

Yes
(0.35%)
Information on outstanding
instruments was taken from the
Annual Report, p. 211.

Vesting schedule
Vesting of long-term incentive grants must not occur less than three years from date of
grant.

Yes
Note that no performance shares
were awarded during the year due
to the merger project.

Performance criteria

Performance metrics attached to the long-term compensation component should be
disclosed.
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No
Specific performance targets
underlying the performance share
plan are not disclosed in the 2014
remuneration report. However, no
performance shares were awarded
during the year (see above).
According to meeting information
related to the 2015 compensation
votes, performance shares awarded
in 2016 will vest conditional upon
relative TSR growth and growth in
earnings per share. Specific
performance targets are not
disclosed however
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Not disclosed

Non-executive director remuneration
Non-executive directors should not receive options or similarly structured equity-based
compensation.

Yes

There should not be an existing retirement benefit scheme for non-executive directors.

Yes

Remuneration committee
No executive director, including the CEO, should be a member of the remuneration
committee.

Yes

NOTES







Members of the executive committee receive grants of time-vesting restricted stock as part of their
annual variable compensation. Although the initial grant of shares is based on performance during the
year, the actual vesting of awards is not contingent upon performance.
Holcim also approved a performance share plan which foresees a payout in shares following a multi-year
performance period, though no grants were made under the plan during the year under review as it was
put on hold due to the merger project; specific performance targets underlying the plan are not disclosed
in the 2014 remuneration report.
Members of the board of directors receive pension contributions as part of their fixed remuneration.
Remuneration arrangements have been put in place for the CEO and other members of the executive
team, but details have not been disclosed to shareholders (see below).

On the other hand, investors may also wish to note that Holcim implemented a number of improvements to its
scheme comparing to the previous year:



In contrast to his predecessor, new non-executive chairman of the board Wolfgang Reitzle is not insured
under the group’s pension fund.
Executive contractual terms have been brought in line with market best practice and legal requirements.

RETENTION ARRANGEMENTS FOR EXECUTIVE MANAGEMENT
Holcim has put in place retention agreements with members of its executive management in view of the proposed
merger with Lafarge. However, neither the terms nor quantum of the retention agreements are disclosed in the
remuneration report, or elsewhere. The following is the only reference to the retention agreements in the
remuneration report (English version, p. 120):
In view of the extended period between the announcement of the merger between Holcim and Lafarge and its
closing, the Nomination & Compensation Committee has reviewed the cash compensation arrangements with
certain members of the Executive Committee and Senior Management and put in place appropriate measures for
the purpose of retention. The details will be finalized and disclosed in 2015.
The information leaflet concerning the binding vote on the compensation of executive management (agenda Item
6.2) also mentions that a portion of the pool of remuneration envelope for management would be reserved for
retention payments in 2016. The leaflet states that a target of CHF 5.1 million, and a maximum of CHF 8.3 million,
would be reserved for the grant of awards to be made in 2016 under the Performance Share Plan (a new LTIP plan
that has not yet launched) and retention payments payable in 2016. The element reserved for retention payments
alone is not disclosed.
In response to an email query from ISS, company advisors explained that Holcim has provided a short explanation
about the retention award (two paragraphs above). According to the company, the amounts have been accrued,
and the first payments are foreseen for June 2015 (and a second in 2016). The retention amounts are linked with
the functions of the recipient and the base salary, according to Holcim.
ISS PROXY ADVISORY SERVICES
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In a separate question, ISS asked Holcim for clarification on the quantum of variable compensation paid to the CEO
and members of executive management for 2014. The CEO's total variable compensation was CHF 2.97 million,
which was 204 percent higher than his 2013 variable compensation of CHF 0.98 million; the aggregate variable
compensation for executive management rose by 98 percent on a year-on-year basis. We noted that company
performance in 2014 had been slightly better, but not to an extent that would appear to warrant a significant rise
in performance-linked pay. Holcim's advisors explained that, due to applicable accounting rules and principles
(IFRS), Holcim included the variable compensation a pro rata portion of the retention award as an accrual, but
details have not been disclosed to shareholders.
Retention bonuses are a remuneration feature that is often of concern to investors because they may undermine
the pay for performance alignment of a company's compensation system and create unaligned incentives. There
may be certain situations where special payments are warranted, but shareholders can only assess the relative
merits of such arrangements if their terms are explained in a detailed and compelling disclosure. Holcim has failed
to provide any clear disclosure to shareholders on either the terms or quantum of the retention agreements.
Although retention bonus payments were apparently not made in 2014 (although this cannot be confirmed due to
the lack of disclosure to shareholders), the agreements were evidently put in place and potentially impact 2014,
and the retention awards may end up constituting a substantial portion of executives' total compensation reported
for the year and for following years. Therefore, the fact that Holcim has not provided details of the agreements is
of concern. Shareholders may view this lack of disclosure as of even more potential concern when considering that
they are being asked to approve the total potential quantum of executive compensation for 2016 under agenda
item 6.2 – a total quantum which includes a tranche of the retention awards – but have not been told the terms of
the retention awards or their exact amount (only that the tranche cannot exceed CHF 8.3 million i.e. 79 percent of
fixed compensation, which is the combined total of retention and LTIP awards).
CONCLUSION
The significant concerns raised by Holcim's failure to disclose details of the retention arrangements it has put in
place and the potential quantum of retention bonuses it intends to pay its executive management team warrants a
vote against the remuneration report.

Item 2. Approve Discharge of Board and Senior Management

FOR

VOTE RECOMMENDATION
A vote FOR the formal discharge of the board of directors and senior management is warranted, as there is no
evidence that the board and senior management have not fulfilled their fiduciary duties.

BACKGROUND INFORMATION
Policies: Approve Discharge of Management Board

Discussion
This is the routine request that shareholders approve formal discharge of responsibility of the board and senior
management for the fiscal year in review.
The annual formal discharge of board and senior management represents shareholder approval of actions taken
during the year. Discharge is a tacit vote of confidence in the company's management and policies. It does not
necessarily eliminate the possibility of future shareholder action, although it may make such action more difficult
to pursue.
Granting discharge is a standard request in Switzerland and is generally granted unless a shareholder states a
specific reason for withholding discharge and intends to undertake legal action.
ISS PROXY ADVISORY SERVICES
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Analysis
ISS is not aware of any specific reasons that would merit the withholding of discharge for the board of directors
and senior management for the past financial year.

FOR

Item 3.1. Approve Allocation of Income
VOTE RECOMMENDATION
A vote FOR the allocation of income resolution is warranted based on:
 The increase in dividend
 The payout ratio, which exceeds 30 percent

BACKGROUND INFORMATION
Policies: Approve Allocation of Income and Dividends

Discussion
This is the request for shareholder approval of the company's allocation of income for fiscal year 2014.
ALLOCATION OF INCOME
Net income

CHF 377.3 million ($ 381.1 million)

Plus Carry forward

CHF 828.4 million ($ 836.7 million)

Distributable funds

CHF 1,205.7 million ($ 1,217.8 million)

To free reserves

CHF 600 million ($ 606 million)

To Retained Earnings

CHF 605.7 million ($ 611.8 million)

HISTORICAL FINANCIALS (3-YEAR OVERVIEW)
Fiscal year ended

Dec. 31, 2014

Dec. 31, 2013

Dec. 31, 2012

Net income

CHF 1,287,000,000

CHF 1,272,000,000

CHF 610,000,000

Earnings per share

CHF 3.95

CHF 3.91

CHF 1.89

Dividend per share

CHF 1.30

CHF 1.30

CHF 1.15

Payout ratio

32.91

33.25

60.85

The board proposes to omit the payment of a dividend from the balance sheet and carry forward the entire
available amount in Item 3.1. Instead, the board is proposing a dividend issuance of CHF 425 million,
corresponding to dividends of CHF 1.30 per share, in Item 3.2. Taking into account the proposed capital repayment,
the payout ratio is 32.91 percent.
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Analysis
ISS uses a minimum payout ratio of 30 percent and a maximum of 100 percent as benchmarks to trigger further
analysis. Based on the payout ratio, which exceeds our minimum standard, shareholders are advised to vote in
favor of the allocation of income resolution.

Item 4. Amend Articles Re: Ordinance Against Excessive
Remuneration at Listed Companies

FOR

VOTE RECOMMENDATION
A vote FOR this proposal is warranted because
 The amendments are in response to the entering into effect of the Ordinance Against Excessive
Remuneration at Listed Companies; and
 Notwithstanding certain concerns noted in the analysis, the articles appear to be in shareholders' interest
on balance.

BACKGROUND INFORMATION
Policies: Amend Articles/Bylaws/Charter -- Non-Routine

Discussion
The board of directors requests that shareholders approve a general revision of the Articles of Association
connected with the Ordinance Against Excessive Remuneration at Listed Companies ("the Ordinance"), which
came into effect on Jan. 1, 2014 and applies to all publicly listed companies incorporated in Switzerland.
BACKGROUND
The Ordinance imposes new restrictions on the compensation paid to members of the board of directors and
executive management, and transfers certain competencies from the board of directors to shareholders. In order
to comply with the various legal changes enacted by the Ordinance, listed companies that are incorporated in
Switzerland are required to amend their articles by the time of the second ordinary shareholders' meeting taking
place after the Ordinance comes into effect.
Several of the required article amendments purely concern compliance with the requirements of the Ordinance
and are therefore be the same for all Swiss companies. These include the following:
 Members of the board of directors are elected by shareholders annually by way of individual elections.
 Shareholders directly elect the chairman of the board of directors and members of the Remuneration
Committee of the board annually.
 Shareholders elect the independent proxy annually. Shareholders have the right to have their voting
rights represented by the independent proxy at the annual meeting. The board must also assure that
shareholders have the opportunity to vote via electronic means.
 Shareholders resolve on the total remuneration paid to the board of directors and executive management
annually.
 The board of directors is responsible for producing a remuneration report annually. This responsibility is
non-transferable and indefeasible.
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Also, the Ordinance requires that certain aspects of compensation policy and other items directly or indirectly
related to the compensation of members of the company's governing bodies, as well as other matters relating to
the corporate governance of the company, must be established in the Articles of Association.

Analysis
OVERVIEW
In addition to those amendments that purely transpose new legal requirements, the Ordinance also requires
companies to enshrine certain aspects of their compensation policy and practices relating to members of the
board of directors and executive management into their articles. Also, companies must determine how the binding
shareholder votes on board and executive management compensation required by the Ordinance will be
structured, as well as the procedure that would take place if one of the binding votes on compensation is rejected
by shareholders. Companies must also establish certain limits relating to remuneration or governance practices in
their articles. Thus, in addition to the purely compliance-related amendments, there are a number of open-ended
requirements that merit shareholder attention.
For detailed information on the required article amendments, market context, and ISS' general policy views
regarding the corporate governance issues concerned by these article amendments, please refer to the ISS FAQ
document on the Ordinance Against Excessive Remuneration at Listed Companies.

Overview of article amendments proposed by Holcim
Compensation policy topic or
governance issue for which
the Ordinance requires a new
article amendment

Has the company provided
a corresponding article
amendment?

Summary

Remuneration Principles
Principles of performance-related
and equity-settled remuneration
to members of the board of
directors and executive
management.

Yes (Art. 25)

• Basic remuneration framework. No specific
parameters given (e.g. caps, performance criteria).

Votes on Remuneration
• Board of directors: annual binding vote on the
maximum amount of compensation that could be paid
until the next ordinary AGM.
Details concerning the procedure
for voting on the aggregate
remuneration of the board of
directors and executive
management.

Yes (Art. 23)

• Executive management: annual prospective vote on
the maximum amount of compensation that could be
paid in the following financial year ("budget vote")
• Annual non-binding vote on the compensation
report.
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Yes (Art. 23)

• The board would be entitled to allocate remuneration
to executive management whilst taking the resolution
of the shareholders' meeting into account. Then, the
board could provide shareholders with a retrospective
resolution on executive management compensation at
another general meeting.

Additional Remuneration for
New Members of Executive
Management
Amount of additional
remuneration that could be paid
to any member of executive
management who joins after the
shareholder resolution on
aggregate remuneration.

Yes (Art. 24)

• Each individual that joins executive management
during the year may receive a maximum remuneration
of 40% of the compensation for executive management
approved by shareholders at the last shareholders'
meeting.

Other Key Issues
The maximum number of
allowable external mandates for
members of the board of directors
and executive management.
External mandate is defined as
any activity at a listed or unlisted
entity outside of the concern that
is required to be registered in the
Swiss trade register or any foreign
equivalent.

• Board members: 10 mandates, thereof 4 mandates in
listed companies

Yes (Art. 27)

• Executive management members: 5 mandates,
thereof 1 mandate in listed companies

• Board and executive management members: 10
mandates held by order or on behalf of the company,
10 mandates in other organizations
• Rolling contracts; maximum notice period 12 months.
• Fixed term contracts; maximum length 12 months.

The maximum length of
contracts/notice periods for
members of the board of directors
and executive management.

Yes (Art. 26)

Amount of credits, loans, or
pension payments outside of the
workplace pension plan to
members of the board of directors
and executive management.

No

Other article amendments that
are not directly connected with
the Ordinance.

ISS PROXY ADVISORY SERVICES

• Paid non-competition agreements allowed. The
length of any such agreement would be limited to 12
months, and the total consideration would be limited
to 50% of the last annual remuneration of the former
executive.

• Supermajority requirements for certain resolutions of
the board of directors would be reflected (Art. 16)
Yes
• The chairman of the board of directors would no
longer have a casting vote for resolutions of the board
Publication Date: 27 March 2015
Page 20

Holcim Ltd. (HOLN)
POLICY: Europe

Meeting Date: 13 April 2015
Meeting ID: 937170
of directors (Art. 16)

• The chair of the board meeting could order that a
vote or resolution be repeated if the results are in
doubt (Art. 13)

• Editorial amendments

NOTES
Principles of Performance-Related and Equity-Linked Remuneration
The Ordinance requires the principles of any performance-related or equity-linked compensation paid to members
of the company's governing bodies to be established in the Articles of Association. In most markets, the board of
director is responsible for determining such principles, though shareholders may be offered the opportunity to
express a view on them by way of a binding or non-binding vote on compensation practices after the fact. Also,
local corporate law and/or listing rules in many markets require that shareholders must approve equity-linked
compensation plans.
The Ordinance leaves it up to each individual company to decide the granularity of detail that should be provided
when describing the principles of variable and equity-linked compensation in the articles. As a result, there has
recently been a debate in Switzerland among companies and investors concerning what level of detail is
appropriate. Opinion on the issue has been divided, in particular with regard to equity-linked compensation.
The article provisions proposed by Holcim are formulated in such a way that they give the board a considerable
degree of flexibility to amend the company's compensation plans. The articles discuss some basic performance
criteria, but do not establish specific caps or deferral periods for variable compensation.
Some shareholders may believe that it would have been preferable for Holcim to have proposed article provisions
that reflect the company's actual practice, and which provide reasonable parameters while giving the board
enough flexibility to make necessary adjustment. While shareholders typically do not want to micromanage the
company's affairs, they tend to have certain basic expectations regarding how the remuneration of the board of
directors and executive management should be structured: for example, that executives' remuneration should
provide an appropriate link with shareholder value over the long term and should not reward failure, and that
board compensation should reflect non-executive directors' primary oversight function and should not risk
compromising directors' independence. It is therefore reasonable for shareholders to expect the articles to provide
a basic structure for the compensation system that demonstrates alignment with shareholders' interests. For
example, details such as caps on variable remuneration and vesting terms for equity awards are regularly provided
in Swiss annual reports and tend to remain relatively constant from year to year; establishing these structural
elements in the articles would provide shareholders with assurance that these elements will remain wellstructured going forward.
CONCLUSIONS
ISS evaluates each article amendment individually on a case-by-case basis. In cases where a series of article
amendments are bundled into one resolution, the entire set of amendments is weighed together as a whole,
taking into account changes which may be positive and negative from shareholders' perspective. In some cases,
the presence of one strongly negative change may warrant a recommendation against the entire proposal.
After reviewing Holcim's proposed article revision, we conclude that the articles appear to be in shareholders'
interests, and concerns are not significant.
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Items 5.1a, 5.1b, 5.1c, 5.1d, 5.1e, 5.1f, 5.1g, 5.1h, 5.1i, 5.1.j, 5.2.1,
5.2.2, 5.2.3 and 5.2.4. Elect Directors; Elect Chairman of the Board of
Directors; Elect Compensation Committee Members

FOR

VOTE RECOMMENDATION
Votes FOR the proposed nominees are warranted.

BACKGROUND INFORMATION
Policies: Elect Director

Discussion
Type of election

Nominees

Incumbent board members to be renewed:

Wolfgang Reitzle, Alexander Gut, Beat Hess, Adrian
Loader, Juerg Oleas, Thomas Schmidheiny, Hanne
Sorensen, Dieter Spaelti and Anne Wade

New board members to be elected:

-

Proposed compensation committee members:

Adrian Loader, Wolfgang Reitzle, Thomas
Schmidheiny and Hanne Sorensen

Proposed board chairman:

Wolfgang Reitzle

Terms of Candidates
1-year term:

Wolfgang Reitzle, Alexander Gut, Beat Hess, Adrian
Loader, Juerg Oleas, Thomas Schmidheiny, Hanne
Sorensen, Dieter Spaelti and Anne Wade

Under these proposals, shareholders are asked to reelect nine of the nine board members, Wolfgang Reitzle,
Alexander Gut, Beat Hess, Adrian Loader, Juerg Oleas, Thomas Schmidheiny, Hanne Sorensen, Dieter Spaelti and
Anne Wade, whose terms will expire at this AGM.
In addition, following the implementation of the Ordinance Against Excessive Remuneration at Listed Companies,
shareholders of listed companies incorporated in Switzerland directly elect the chairman of the board and the
members of the Compensation Committee. Therefore, shareholders are asked to elect Wolfgang Reitzle as
chairman of the board of directors in Item 5.1b, and are asked to appoint Adrian Loader, Wolfgang Reitzle, Thomas
Schmidheiny, and Hanne Sorensen as members of the Compensation Committee in Items 5.2.1 – 5.2.4.
MARKET CONTEXT AND BEST PRACTICE
The Swiss Code of Best Practice for Corporate Governance (Swiss Code), issued by economiesuisse in 2002 and
recently updated in 2014, recommends that a majority of the board should be composed of independent, nonexecutive members (Sec. 12). The majority of Swiss companies abide by this recommendation.
In addition, the Swiss Code recommends that all companies set up an Audit Committee, which should be
exclusively composed of independent, non-executive directors (Sec. 23). In addition, companies should set up a
Remuneration Committee, which should be composed exclusively of independent, non-executive directors
(Appendix 1). A Nomination Committee consisting primarily of independent, non-executive directors is also
recommended (Sec. 26).
The definition of non-independence employed by the Swiss Code is less robust than the definition used in some
neighboring European markets. Board members that are company executives, were company executives within
the last three years, or who have significant business relations with the company are considered "nonISS PROXY ADVISORY SERVICES
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independent" (an objective measure of what constitutes minor or major business relations is not provided in the
code). In addition, it is recommended that the board examine cross-directorships on a case-by-case basis to assess
independence. Also, the board may define further criteria for institutional, financial, or personal independence.
Following a recent change to Swiss law, director term lengths are capped at a maximum of one year. Reelection is
possible.
COMPANY PRACTICE
The company's board of directors consists of nine directors and is majority-independent, which is in line with
market practice
The company's audit committee is 67-percent independent. This level of independence is in line with the
recommendations stipulated in the Swiss code.
The board has established a Nomination and Compensation Committee, as recommended by the Swiss code. The
company's nomination and compensation committee is 75-percent independent, which is in line with the
recommendations stipulated in the Swiss code.

Analysis
ISS policy considers that board members' interests should be aligned with those of shareholders by investing in the
company. As of Jan. 1, 2007, all Swiss companies are required to disclose the shareholdings of directors and top
executives in accordance with Swiss corporate law. According to the annual report, 8 of the directors hold stakes in
the company. Please refer to the Director Ownership and Compensation Profile for more information on individual
shareholdings.
Ideally, board members should be accountable to shareholders on a regular basis, as the ability to elect directors is
one of the most single most important uses of the shareholder franchise. The company provides for annual
director elections, which is a legal requirement for listed Swiss companies.

Due to lack of any outstanding concerns, a vote in favor of the nominees Wolfgang Reitzle, Thomas Schmidheiny,
Alexander Gut, Dieter Spaelti, Beat Hess, Adrian Loader, Juerg Oleas, Hanne Sorensen and Anne Wade is warranted.

Item 5.3. Ratify Ernst & Young AG as Auditors

FOR

VOTE RECOMMENDATION
A vote FOR the ratification of the auditor is recommended, as this is a routine item and no concerns have been
noted.

BACKGROUND INFORMATION
Policies: Ratify Auditors

Discussion
The board recommends that Ernst & Young Ltd. be approved as the company's independent accounting firm for
the coming financial year. Note that the auditor's report contained in the annual report is unqualified, meaning
that in the opinion of the auditor, the company's financial statements are fairly presented in accordance with
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generally accepted accounting principles. This resolution also authorizes the board to fix the remuneration of the
independent auditor. In 2014, the fees paid to Ernst & Young Ltd. were as follows:
Audit Table
Ernst & Young Ltd.

Auditor

CHF 11,400,000

Audit Fees
Audit-Related Fees

CHF 800,000

Tax Fees

CHF 300,000

Other Fees

CHF 300,000
4.69 %

Percentage of total fees attributable to non-audit ("other") fees
Auditor Opinion

Unqualified

This is a routine item.

FOR

Item 5.4. Designate Thomas Ris as Independent Proxy
VOTE RECOMMENDATION
A vote FOR this proposal is warranted due to a lack of concerns.

Discussion
Under this item, shareholders are asked to approve Thomas Ris as independent proxy.
BACKGROUND
Under the previous Swiss legal framework, shareholders that did not attend the AGM in person could be
represented by proxy by either:
 Another shareholder with voting eligibility or a third party (depending on the company's articles);
 The company;
 The shareholder's custodian; or
 The independent proxy.
A new law that came into force from Jan. 1, 2014, abolished proxy representation by the company and the
custodian. Also, whereas the independent proxy was appointed by the company under the previous legal
framework, under the new law, the independent proxy is be elected by shareholders at each ordinary general
meeting for a term lasting until the next year's ordinary general meeting. The independent proxy can be either a
natural or legal person, and must be independent as defined by Art. 728 of the Swiss Code of Obligations, which is
the same definition of independence applied to external auditors.
Under the new legal framework, the independent proxy is required to exercise the voting rights it represents
according to the shareholder's instructions, and if no instructions are received, the independent proxy is required
to abstain. The board is required to make sure that shareholders are provided with the opportunity to submit
specific voting instructions to the independent proxy for all announced proposals for voting items on the agenda,
as well as general instructions for any unannounced proposals for voting items on the agenda. The board is also
required to make sure that shareholders are able to submit power of attorney and voting instructions to the
independent proxy via electronic means.
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Analysis
Shareholders should note that the abolition of corporate and custodial proxy representation is essentially a
downstream matter.
ISS has not identified any concerns that would warrant opposition to this proposal.

Item 6.1. Approve Maximum Remuneration of Directors in the
Amount of CHF 4.37 Million

FOR

VOTE RECOMMENDATION
A vote FOR this resolution is warranted because at this time.
It is noted that this proposal covers fees for the directors, who are exclusively non-executive.
BACKGROUND INFORMATION
Policies: Approve Remuneration of Directors and/or Committee Members

Discussion
Fixed compensation (Item 6.1)

The board proposes that board members receive a maximum of CHF 4,370,000 in fixed
compensation for the period lasting until the 2016 AGM.
The company discloses the following split of the requested amount for indicative purposes:
CHF 3.1 million in basic fees, CHF 600,000 in committee fees, CHF 150,000 in travel expenses and
allowances and CHF 550,000 in “exceptional duties.”
In addition to the proposed amount the company make employer contributions to governmental
social security systems in line with applicable laws. It is expected that, based on current rates,
the amount which relates to the provision of future pension benefit is unlikely to exceed CHF
20,000.

LEGAL REQUIREMENTS
The Ordinance Against Excessive Remuneration at Listed Companies (hereafter "The Ordinance"), which came into
effect on Jan. 1, 2014, stipulates that shareholders have final approval authority over the aggregate total amount
of remuneration paid to members of the board of directors. Each company is free to determine the template for
the voting resolutions as long as (a) a voting resolution occurs each year, (b) the resolution on pay for the board of
directors is separate from any resolutions concerning pay for executive management or the advisory board, and (c)
the resolution on board of directors' remuneration has binding effect. The flexibility afforded by the Ordinance
means that companies are free to choose whether the resolution (or resolutions) on board of directors
compensation are ex-ante, ex-post, or a combination thereof.
Companies are required to holding binding votes on board and executive management remuneration for the first
time starting in 2015.
DISCLOSURE REQUIREMENTS AND BEST PRACTICE
Publicly-listed Swiss stock corporations are required to publish a remuneration report annually, which must be
audited. The remuneration report must include all remuneration that the company has directly or indirectly paid to
current members of the board of directors, disclosed on an individual basis.
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The Swiss Code of Best Practice recommends that remuneration for non-executive board members should
generally only include fixed components, comprising principally cash and share allocations.

Analysis
If all the resolutions proposed at the general meeting are adopted, the board would have nine members. In 2014,
the board had an average of 9.6 members during the year.
As shown in the table below, each entitled board member could receive fees of up to CHF 485,555 on average.
Until 2016 AGM (max
proposed)

2014

Variation

Maximum amount authorized

CHF 4,370,000

N/A

-

Total fees actually paid

-

CHF 3,654,901

Number of entitled directors

9.0

9.6

Average fees per director

< CHF 485,556

CHF 380,718

+27.5%

CONCLUSION
ISS determines if fees are excessive by comparing fees paid in other companies in the same country and industry.
Our focus, if possible, is on fees paid to non-executive directors or on fees paid to all directors, separate from the
salaries of the executive directors.
The proposal would permit members of the board of directors to be paid up to CHF 485,556 on average. This level
of compensation for non-executive directors can be considered fairly high by Swiss market standards. For
companies in the blue chip SMI index (of which Holcim is a member), the median level of board remuneration was
a little over CHF 400,000 per member in 2013. That year, Holicm's director fees were CHF 297,914 per person on
average, but in 2014, director remuneration levels jumped by 28 percent to CHF 380,719 per member. If the
proposal were to be paid out in full, it would represent a similar increase.

HOLCIM DIRECTOR REMUNERATION
(PER MEMBER)

CHF 485,556
CHF 380,719
CHF 279,156

CHF 297,914

2012

2013
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In response to an email query from ISS about the remuneration increase, a company advisor told ISS that Holcim
had not revised its compensation scheme for the board of directors since 2008. The current increase is based on a
general amendment of the remuneration rules for the board effective April 2014. ISS was told that the base fees
for board members has been increased from CHF 80,000 p.a. to CHF 100,000, and that there had been a similar
increase for the fixed equity part. In addition, the chairman and committee fees were adapted.
Holcim has provided a description of the board fee schedule in its meeting materials, and states that the proposed
pay rises are part of the first adjustment it has made to board remuneration in eight years. While board fees would
potentially be very high, they would not be excessive compared to other blue chip Swiss companies, though they
would likely put Holcim in the upper half of the SMI in terms of board pay level. Therefore, a vote in favor of the
board's proposal is advised at this time.

Item 6.2. Approve Maximum Remuneration of Executive Committee
in the Amount of CHF 28.9 Million

AGAINST

VOTE RECOMMENDATION
A vote AGAINST this proposal is warranted because



The proposal represents a significant potential increase in remuneration for members of executive
management, and
At least part of this potential increase is attributable to retention arrangements that Holcim has put in
place for members of executive management. Holcim has not disclosed the terms of the arrangements
nor the quantum of the additional remuneration provisions.

Discussion
The board of directors asks shareholders to approve the remuneration of executive management on a binding
basis.
Aggregate compensation (exante) (Item 6.2)

The board proposes that members of executive management receive a maximum compensation
of up to CHF 28.9 million fixed and variable elements for the 2016 financial year.
The company discloses the following split of the requested amount for indicative purposes:
CHF 10.5 million in base salaries, up to CHF 10.1 million in short-term incentives, up to CHF 8.3
million in long-term incentives (maximum face value assuming full vesting of performance
shares) and retention payments payable in 2016 (retention arrangements put in place following
the announcement of the merger).
In addition t the proposed amount the company make employer contributions to governmental
social security systems in line with applicable laws. It is expected that, based on current rates,
the amount which relates to the provision of future pension benefit is unlikely to exceed CHF
30,000.

LEGAL REQUIREMENTS
The Ordinance Against Excessive Remuneration at Listed Companies (hereafter "The Ordinance"), which came into
effect on Jan. 1, 2014, stipulates that shareholders have final approval authority over the aggregate total amount
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of remuneration paid to members of executive management. Each company is free to determine the template for
the voting resolutions as long as (a) a voting resolution occurs each year, (b) the resolution on pay for executive
management is separate from any resolutions concerning pay for the board of directors or the advisory board, and
(c) the resolution on executive management remuneration has binding effect. The flexibility afforded by the
Ordinance means that companies are free to choose whether the resolution (or resolutions) on executive
management compensation are ex-ante, ex-post, or a combination thereof.
Companies are required to holding binding votes on board and executive management remuneration for the first
time starting in 2015.
DISCLOSURE REQUIREMENTS
Publicly-listed Swiss stock corporations are required to publish a remuneration report annually, which must be
audited. The remuneration report must include all remuneration that the company has directly or indirectly paid to
current members of executive management, disclosed on an aggregate basis. In addition, the total direct and
indirect remuneration paid to the highest paid individual member of executive management must also be
disclosed.
MARKET BEST PRACTICE
The Swiss Code of Best Practice states that if the remuneration system for executives contains fixed and variable
elements, it should be structured so that the variable portion is dependent on individual performance and the
sustainable success of the company or business unit in reasonable proportion. The measure of the variable
remuneration should be based on understandable criteria, and also less easy to measure leadership qualities
should be taken into account. Variable remuneration should be reduced or omitted if performance goals are not
achieved. Remuneration should generally comprise portions which are immediately paid for short-term
performance achievement, as well as portions that are subject to multi-year deferral or blocking for mid- or longterm targets. For deferred remuneration that is equity-linked, the Compensation Committee should be mindful of
appropriate performance criteria and a sensible congruence of vesting.

Analysis
AGGREGATE COMPENSATION (EX-ANTE) (ITEM 6.2)
Executive management currently comprises seven members. In 2014, executive management had an average of
6.25 members during the year.
As shown in the table below, the proposal in Item 6.2 would enable members of executive management to receive
variable compensation of up to CHF 4.1 million each. Note that the table compares the actual amount of total
compensation paid in 2014 to the maximum amount of compensation that could be paid under the proposal,
which includes fixed and variable elements.
According to the meeting agenda, upon 100-percent target achievement the total remuneration is expected to
amount to CHF 22.4 million (CHF 10.5 million in base salaries, CHF 6.8 million in STI, and CHF 5.1 million in LTI
awards and retention payments), corresponding to CHF 3.2 million per executive committee member on average.
The company’s remuneration report discloses the compensation of the CEO individually and the compensation of
the remaining senior management in aggregate. Senior management includes the seven members of the executive
committee as well as nine other senior managers. The proposed amount only refers to the executive committee
and can therefore not be compared to actual figures disclosed for 2014.
The meeting material provides equivalent figures for 2014 and 2015 calculated on the basis that a binding vote had
been in place for these years. According to these figures
The proposed maximum amount corresponds to


an increase of 46.43 percent in average fees per executive compared to actual compensation for FY14
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an increase of 13.89 percent in average fees per executive compared to maximum compensation for FY14
and FY15

The expected compensation at target corresponds to



an increase of 14.29 percent in average fees per executive compared to actual compensation for FY14
an increase of 10.34 percent in average fees per executive compared to target compensation for FY14 and
FY15

Investors may note that the proposal is based on a new compensation policy to be implemented as of 2016, which
will no longer contain time-vested options and restricted shares as part of annual variable remuneration (this will
be replace by an annual bonus scheme with bonus deferral into shares to an undisclosed proportion) and will
contain the already approved performance share plan which has not yet been used as a result of the proposed
merger with Lafarge. The equivalent figures for 2014 and 2015 on the other hand have been calculated based on
the current compensation policy (see Item 1.2).

CONCLUSION
The proposal would allow for a substantial increase in total remuneration for members of executive management
which is not adequately explained, and includes provisions for the retention arrangements (also see Item 1.2) that
have not been adequately disclosed.
Under Swiss law, the board has full discretion to allocate remuneration once shareholders have approved it in a
binding ex-ante resolution. The board's proposal does not need to account for members who join during the year,
because the Ordinance allows companies to set a provisional envelope for remunerating new joiners.
This means that if the board's remuneration proposal is substantially higher than the level of remuneration paid to
executive management in the past, the difference could essentially be passed on to executive management in the
form of an increase in fixed pay elements, increases in other discretionary pay elements, or for payments outside
the scope of the disclosed remuneration system (e.g. retention bonuses).
There are a number of reasons why the board may want to build a buffer into the proposal on remuneration.
These may include potential changes in tax and social security costs, currency effects, fluctuations in the value of
equity compensation, and increases to basic salary or other remuneration elements. Therefore, in order to account
for potential cost fluctuations and reasonable basic pay increases, it is understandable for the board's proposal to
represent a moderate potential increase compared to the previous year. However, proposals that could lead to
large pay increases should be explained in a detailed and compelling disclosure so that shareholders can
understand the context and evaluate the proposal on its merits. Holcim's proposal – which is in essence 13.9
percent higher than the maximum remuneration that could be paid in 2014 and 2015 on a per person basis –
appears to be excessive and not clearly justified.
In its explanation of the proposed level of executive management compensation for 2016, Holcim notes that the
remuneration policy is due to change: under the old system, there were two incentive plans that paid a mixture of
shares and options, whereas in 2016, there will be an annual bonus plan with deferral into shares and a
performance share plan that delivers shares subject to TSR and EPS targets. It is not clear why this change to the
remuneration policy would justify a sizable increase in potential quantum.
Moreover, the company has explicitly included the award of merger-related retention payments in the proposed
amount. The terms and conditions of these retention payments have not been disclosed to shareholders.
According to the remuneration report, details of the executive retention arrangements will be finalized and
disclosed in 2015. In addition, in the proposal in Item 6.2, the provision for retention payments is lumped together
with long-term incentive payments, and no indication has been made with regard to the individual maximum
possible amount of retention payments and long-term incentive payments. The sum indicatively reserved for both
amounts to up to CHF 8.3 million, i.e. 79 percent of the sum indicatively reserved for base salaries.
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Shareholders typically are concerned about the grant of retention bonuses or special bonuses to key executives
because such arrangements can undermine the pay for performance alignment of a company's compensation
system. In light of the special circumstances surrounding the protracted merger process with Lafarge, we recognize
it is possible that it may be in the general interest of the company and its shareholders for retention arrangements
to be made with important senior executives of the company. However, the details of such arrangements,
including potential quantum, should be disclosed to shareholders so that they have the opportunity to assess them
when making their voting decision on the company's compensation practices.
Based on these concerns, a vote against this resolution is warranted.

Item 7. Transact Other Business (Voting)

AGAINST

VOTE RECOMMENDATION
A vote AGAINST is warranted because
 This item concerns additional instructions from the shareholder to the proxy in case new voting items or
counterproposals are introduced at the meeting by shareholders or the board of directors; and
 The content of these any new items or counterproposals is not known at this time. Therefore, it is in
shareholders' best interest to vote against this item on a precautionary basis.

BACKGROUND INFORMATION
Policies: Other Business

Discussion
This is not a voting item on the meeting agenda. Rather, it is a set of additional instructions to the proxy in case
new voting items or counterproposals are introduced at the meeting.
BACKGROUND
According to the Swiss Code of Obligations, shareholders are only allowed to introduce new voting items at a
shareholders' meeting if they concern the convening an EGM, a proposal to conduct a special audit, or the
appointment of an auditor. In addition, shareholders may submit counterproposals to voting items that are on the
meeting agenda.
In addition, the Ordinance Against Excessive Remuneration at Listed Companies provides the board of directors
with the possibility of introducing a second proposal concerning the compensation of the board of directors or
executive management if shareholders reject the board's initial proposal(s) from the meeting agenda. The board
may only make a second proposal on compensation if the company's articles permit this to be done.
Shareholders voting by proxy may submit additional instructions to the person or organization representing their
voting rights at the meeting in order to stipulate how their voting rights should be exercised if new items or
counterproposals are introduced at the meeting.
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Analysis
Because the content of any new voting items or counterproposals is not known at this time, there is a risk that
they may not be in shareholders' interests. Therefore, a precautionary vote against this item is warranted so that
the persons or organizations representing shareholders' voting rights at the meeting are instructed not to support
new items or counterproposals introduced at the meeting.
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Equity Ownership Profile
Type
Common Equity
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Eurocement Holding AG
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Harbour International Fund
Black-Rock Inc.
Holcim Ltd.

Number of Shares
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% of Class
20.11
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0.37

Annual Report as of: 26 Jan 2015

Additional Information
Meeting Location

Hallenstadion, Wallisellenstrasse 45, 8050 Zurich, Switzerland

Meeting Time

10:00

Security IDs

4420488(SEDOL), 4420499(SEDOL), 4431093(SEDOL), B038B63(SEDOL), CH0001880589(ISIN),
H36940130(CINS)

ISS PROXY ADVISORY SERVICES

Publication Date: 27 March 2015
Page 32

Holcim Ltd. (HOLN)
POLICY: Europe

Meeting Date: 13 April 2015
Meeting ID: 937170

ISS’ experienced research team provides comprehensive proxy analyses and complete vote recommendations for more
than 34,000 meetings annually in over 115 markets worldwide. With a team of more than 165 analysts and 100 data
professionals, fluent in 25 languages, ISS covers every holding within a client’s portfolio in both developed and emerging
markets.
Our Research Analysts are located in financial centers worldwide, offering local insight and global breadth. Research office
locations include Brussels, London, Manila, Paris, San Francisco, Sydney, Singapore, Tokyo, Toronto, and Rockville, Maryland.
ISS has long been committed to engagement and transparency. There are several long-established channels for engaging
with ISS, outlined at http://www.issgovernance.com/contact/faqs-engagement-on-proxy-research/. In addition to these
long-established channels, investors and issuers and other market constituents can submit comments, concerns and
feedback to the ISS Feedback Review Board through www.issgovernance.com/frb.
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