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Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:
¨

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

¨

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

¨

Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

¨

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this
chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).
Emerging growth company ¨
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with
any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ¨

Item 1.01. Entry into a Material Definitive Agreement.
On September 26, 2018, Foundation Building Materials, LLC (“FBMLLC”), FBM Canada SPI, Inc. (“Canada SPI”) and FBM Logistics, LLC
(“Logistics”) (collectively, FBMLLC, Canada SPI and Logistics referred to as the “Sellers”), wholly owned subsidiaries of Foundation Building
Materials, Inc. (the “Company”) entered into a Stock and Asset Purchase Agreement (the “Purchase Agreement”) with SPI LLC ( the “Purchaser”),
pursuant to which FBMLLC and Logistics agreed to sell, and Purchaser agreed to acquire, (i) all right, title and interest in, to and under all of the
assets, properties and business of the mechanical insulation segment of the Company in the U.S. (the “U.S. Business”), excepting certain excluded
assets (the “Purchased Assets”), and (ii) all outstanding shares of Canada SPI (the “Stock”), representing the business in Canada (the “Canadian
Business”). The U.S. Business and the Canadian Business are referred to collectively as the “Business.”
As aggregate consideration for the Purchased Assets and the Stock, the Purchaser will pay $122.5 million in cash at the closing of the
transaction (subject to certain working capital and other pre- and post-closing adjustments as set forth in the Purchase Agreement) and assume
certain post-closing liabilities. The Purchase Agreement contains customary representations, warranties and covenants made by each of the
Purchaser and the Sellers, as well as mutual indemnification obligations.
The transactions contemplated by the Purchase Agreement are subject to certain closing conditions, including: (i) the accuracy of each
party’s representations and warranties (subject to customary materiality qualifiers); (ii) each party’s compliance with its covenants and agreements
contained in the Purchase Agreement (subject to customary materiality qualifiers); (iii) the execution by the parties of certain ancillary agreements,
(iv) the expiration or termination of the applicable waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended,
and (v) other customary closing conditions.
The Purchase Agreement may be terminated under certain circumstances, including: (i) by mutual written consent of the parties, (ii) by the
Sellers, if the Purchaser breaches certain of its obligations under the Purchase Agreement, subject to a cure period; (iii) by the Purchaser, if the
Sellers breach certain of their obligations under the Purchase Agreement, subject to a cure period; (iv) by either party on or after the earlier of
December 4, 2018, the date of a permanent injunction prohibiting the closing, or the date of effectiveness of any law that makes the consummation
of the transaction illegal or otherwise prohibited; or (v) by the Sellers, if all conditions to the closing in Article 7 of the Purchase Agreement have
been satisfied or waived and the Sellers have notified the Purchaser in writing that they either irrevocably confirm that the conditions to the
obligations of the Sellers to consummate the transactions contemplated by the Purchase Agreement set forth in Article 8 of the Purchase
Agreement have been satisfied or that the Sellers are irrevocably waiving such conditions and that Sellers are ready, willing and able to
consummate such transactions and the Purchaser fails to consummate such transactions within five business days after the later of the date of
delivery of the written notice and the date upon which the closing of such transactions was required to occur.
The Purchase Agreement contemplates the entry by the parties into certain ancillary agreements as of the closing of the transaction,
including: (i) a Transition Services Agreement between the Sellers and Purchaser to which the Sellers will provide certain services to accommodate
the transition of the Business to the Purchaser; (ii) an Assignment Agreement and Bill of Sale by and among the Purchaser, Logistics and
FBMLLC; (iii) an Escrow Agreement; and (iii) other customary agreements, instruments and certificates contemplated thereby.
The foregoing description of the Purchase Agreement and the transactions contemplated thereby does not purport to be complete and is
qualified in its entirety by reference to the complete text of such agreement. The Company will file the Purchase Agreement as an exhibit to a
forthcoming periodic financial report.
Item 2.05. Costs Associated with Exit or Disposal Activities.
In connection with the matters described under Item 1.01, which description is incorporated herein by reference, the Company estimates it
will incur certain material costs associated with management’s plan to exit the Business, including, but not limited to, legal and other transaction
advisory fees, and other transaction related costs. The costs associated with the sale of the Purchased Assets and the Stock that the Company
can currently reasonably estimate are expected to be approximately $5.3 million, consisting of $3.4 million in third-party advisor costs and $1.9
million for one-time employee payments. However, certain other costs associated with selling or exiting the Purchased Assets and the Stock are
not currently reasonably estimable. At future reporting dates, the Company will present the Business as discontinued operations as the Business
meets the held for sale criteria as determined under accounting principles generally accepted in the United States.
All of the above charges, the nature of such charges and the effect of such charges are estimates and are subject to change.

Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of
Certain Officers.
On September 25, 2018, Kyle Volluz, a Class II member of the Board of Directors (the “Board”) of the Company, resigned from the Board,
effective immediately. The resignation did not result from any disagreement with the Company. The size of the Board will be reduced from ten
members to nine members as Mr. Volluz will not be replaced on the Board.
Rafael Colorado, a Class I member of the Board, will replace Mr. Volluz on the Nominating and Corporate Governance Committee. Mr.
Colorado will serve as the chair of such committee.
Item 7.01. Regulation FD Disclosure.
On September 27, 2018, the Company issued a press release announcing its entry into the Purchase Agreement. A copy of the press
release is attached as Exhibit 99.1 to this Current Report on Form 8-K and incorporated by reference herein.
The Company intends to reference a slide deck (the “Presentation”) during the Company’s conference call relating to the transaction that
is referenced in the press release attached as Exhibit 99.1. A copy of the Presentation can be accessed on the Company’s website investors.fbmsales.com by going to the “Events and Presentations” section and selecting “Read More Events and Presentations.”
The information in this Item 7.01 of this Current Report on Form 8-K, including Exhibit 99.1 attached hereto, is being furnished and shall
not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the liabilities of such
section. Such information shall not be incorporated by reference into any registration statement or other document pursuant to the Securities Act
of 1933, as amended, except as expressly set forth by specific reference in such filing.
Item 9.01. Financial Statements and Exhibits.

(d) Exhibits

99.1

Press Release issued by Foundation Building Materials, Inc. on September 27, 2018.

Forward-Looking Statements
This filing contains “forward-looking statements,” as that term is defined in the Private Securities Litigation Reform Act of 1995. Forward-looking
statements may include, without limitation, any statement that may predict, forecast, indicate or imply future results, performance or achievements,
and may contain words such as “believe,” “anticipate,” “expect,” “estimate,” “intend,” “project,” “plan,” or words or phrases with similar meaning.
Forward-looking statements made in this filing relate to, among other things, estimated costs from the divestiture of assets. Forward-looking
statements should not be read as a guarantee of future performance or results, and will not necessarily be accurate indications of the times at, or
by, which such performance or results will be achieved. The Company does not undertake any obligation to update any forward-looking statement
to conform the statement to actual results or changes in expectations.

SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the Registrant has duly caused this Report to be signed
on its behalf by the undersigned hereunto duly authorized.

FOUNDATION BUILDING MATERIALS, INC.
Date: September 27, 2018

By:
Name:
Title:

/s / Richard Tilley
Richard Tilley
Vice President, General Counsel and Secretary
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FOUNDATION BUILDING MATERIALS TO SELL MECHANICAL INSULATION BUSINESS TO DUNES POINT CAPITAL FOR $122.5
MILLION; CONTINUED DEBT REDUCTION STRATEGY
Transaction Highlights
•
•
•

Net proceeds of approximately $116.0 million will be used to pay down debt
Enhances long-term profitability
Divestment of non-core asset

TUSTIN, CALIFORNIA, September 27, 2018 - Foundation Building Materials, Inc. (“FBM” or the “Company”) (NYSE:FBM), today announced that
it has entered into a definitive agreement to sell its Mechanical Insulation segment to an affiliate of Dunes Point Capital, LP, for $122.5 million,
subject to customary closing conditions and is expected to close during the fourth quarter of 2018.
The Mechanical Insulation (“MI”) segment distributes and fabricates commercial and industrial insulation products through 67 branch and
fabrication locations in the United States and Canada that provide solutions for pipes and mechanical systems to insulation contractors, HVAC
contractors, and general contractors and operators of large industrial facilities. In addition, the MI segment provides insulation fabrication services
that customize products to fit specific systems for commercial and industrial customers.
“The divestiture of the Mechanical Insulation segment will sharpen FBM’s focus on growing our more profitable businesses while driving
superior service and productivity for our customers,” said Ruben Mendoza, President, and Chief Executive Officer. “Today’s announcement
advances our strategy of reducing debt, improving profitability, and optimizing FBM’s portfolio and positions FBM to enhance shareholder
value.”
Use of Proceeds
Net proceeds of approximately $116.0 million from the transaction will be used to pay down the Company's ABL credit facility. In addition to the
anticipated reduction of the ABL credit facility, FBM recently completed the refinancing of its long-term debt and expects $12 million to $15 million
of annual cash interest expense savings beginning in the fourth quarter of 2018. With the completion of these two transactions, the Company
believes it will have ample liquidity to pursue its growth initiatives while continuing its focus of reducing debt.
2018 Outlook
Upon closing of the transaction, the Company will operate under one segment, Specialty Building Products. For 2018, the Company expects full
year 2018 Specialty Building Product segment net sales to be in the range of $1.98 billion to $2.06 billion, which includes net sales contributions

from acquisitions to date.
Conference Call
The Company will host a conference call with investors to discuss today’s announcement at 8:30 AM Eastern Time.
The call can be accessed in three ways:
•
•
•

At the investors section of the FBM website: investors.fbmsales.com;
By Telephone: For both listen-only participants and those who wish to take part in the question and answer portion of the call, the
telephone dial-in number in the U.S. is (877) 407-9039. For participation outside the U.S., the dial-in number (201) 689-8470; or
By audio replay: A replay of the call will be available beginning at 12:00 PM Eastern Time on Thursday, September 27, 2018, and ending
11:59 PM Eastern Time on Thursday, October 4, 2018. Dial-in numbers for U.S. participants are (844) 512-2921. Participants outside the
U.S. should use the replay dial-in number (412) 317-6671. All callers will be required to provide the Conference ID of 13683610.

About Foundation Building Materials
Foundation Building Materials is a specialty distributor of wallboard, suspended ceiling systems and mechanical insulation throughout North
America. Based in Tustin, California, the Company employs more than 3,700 employees and operates more than 220 branches across the U.S. and
Canada.
Forward-Looking Statements
This press release contains forward-looking statements, which are subject to the safe harbor provisions of the Private Securities Litigation Reform
Act of 1995. Forward-looking statements include, without limitation, any statements regarding the expected benefits to FBM and its shareholders
from completing the divestiture, ability of the parties to complete the proposed transaction considering the various closing conditions, the
expected benefits of the proposed transaction and the debt reduction strategy, expected timing and structure of the proposed transaction and may
contain words such as "believe," "anticipate," "expect," "estimate," "intend," "project," "plan," or words or phrases with similar meaning.
Forward-looking statements should not be read as a guarantee of future performance or results and will not necessarily be accurate indications of
the times at, or by, which such performance or results will be achieved. Forward-looking statements are based on current expectations, forecasts
and assumptions that involve risks and uncertainties, including, without limitation, economic, competitive, governmental and technological factors
outside of FBM's control, that may cause the business, strategy or actual results to differ materially from the forward-looking statements. We do
not intend, and undertake no obligation, to update any forward-looking statements, whether as a result of new information, future events or
otherwise, except as may be required by applicable law. Investors are referred to our filings with the Securities and Exchange Commission,
including our Annual Report on Form 10-K and our Quarterly Reports on Form 10-Q for additional information regarding the risks and uncertainties
that may cause actual results to differ materially from those expressed in any forward-looking statement.
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Media Relations
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