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IMPORTANT NOTICE 

 
The offering information on this website is intended to be available only to Philippine and non-Philippine 
citizens residing in the Philippines or corporations or juridical entities organized and existing under 
Philippine law and is not intended for distribution outside the Philippines. 
 
If you have gained access to this transmission contrary to the foregoing restrictions, you will be unable 
to purchase any of the securities described therein. 
 
This Prospectus is being made available in electronic form. While the Company has endeavored to 
ensure accuracy of the Prospectus, documents transmitted via this medium may be altered or changed 
during the process of transmission through no fault or negligence on the part of the Company. 
Consequently neither the Company nor any of the Company’s affiliates and advisors accepts any 
liability or responsibility whatsoever in respect of any difference between the document distributed to 
you in electronic format (altered through no fault or negligence on the part of the Company or its 
advisors) and the hard copy version. 
 
 
You are responsible for protecting against viruses and other destructive items. Your receipt of this 
electronic transmission is at your own risk and it is your responsibility to take precautions to ensure that 
it is free from viruses and other items of a destructive nature. 
 
This Prospectus and the information contained herein are subject to completion or amendment without 
notice. The Offer Shares may not be sold nor may an offer to buy be accepted prior to the time that the 
Prospectus is issued in final form. Under no circumstances shall this Prospectus constitute an offer to 
sell or a solicitation of an offer to buy any Offer Shares nor shall there be any offer, solicitation or sale 
of the Offer Shares in any jurisdiction where such offer or sale is not permitted. 
  

THIS PRELIMINARY PROSPECTUS (“PROSPECTUS”) IS BEING DISPLAYED ON THIS WEBSITE 
TO MAKE THIS PROSPECTUS ACCESSIBLE TO INVESTORS IN THE PHILIPPINES AND IS TO BE 
VIEWED EXCLUSIVELY WITHIN THE PHILIPPINES. 
 
THE PHILIPPINE STOCK EXCHANGE, INC. (THE “PSE”) ASSUMES NO RESPONSIBILITY FOR 
THE CORRECTNESS OF STATEMENTS MADE, OR THE OPINIONS OR REPORTS EXPRESSED 
IN THIS PROSPECTUS. THE PSE MAKES NO REPRESENTATION AS TO THE COMPLETENESS 
OF THIS PROSPECTUS AND DISCLAIMS ANY LIABILITY WHATSOEVER FOR ANY LOSS ARISING 
FROM OR IN RELIANCE, IN FULL OR IN PART, OF THE CONTENTS OF THIS PROSPECTUS. 
 
A REGISTRATION STATEMENT RELATING TO THESE SECURITIES HAS BEEN FILED WITH THE 
SECURITIES AND EXCHANGE COMMISSION BUT HAS NOT YET BEEN DECLARED EFFECTIVE. 
NO OFFER TO BUY THE SECURITIES CAN BE ACCEPTED AND NO PART OF THE PURCHASE 
PRICE CAN BE ACCEPTED OR RECEIVED UNTIL THE REGISTRATION STATEMENT HAS 
BECOME EFFECTIVE, AND ANY SUCH OFFER MAY BE WITHDRAWN OR REVOKED, WITHOUT 
OBLIGATION OR COMMITMENT OF ANY KIND, AT ANY TIME PRIOR TO NOTICE OF ITS 
ACCEPTANCE GIVEN AFTER THE EFFECTIVE DATE. AN INDICATION OF INTEREST IN 
RESPONSE HERETO INVOLVES NO OBLIGATION OR COMMITMENT OF ANY KIND. THIS 
PROSPECTUS SHALL NOT CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF AN 
OFFER TO BUY. 
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STENIEL MANUFACTURING CORPORATION 
(incorporated in the Republic of the Philippines) 

 
 
 

Follow-On Public Offering of up to 
Up to 157,647,919 Primary Common Shares 

 
 

Indicative Offer Price from Php1.80 up to Php2.00 per Common Share 
 
 

To be listed and traded on the Main Board of  
The Philippine Stock Exchange, Inc. 

 
 
 

Issue Manager and Sole Underwriter 
 
 
 
 
 

 
 
 
 
 

Selling Agents 
 

Trading Participants of The Philippine Stock Exchange, Inc. 
 
 
 
 

The date of this Preliminary Prospectus is [September 5, 2025]. 
 
 
 

THE SECURITIES AND EXCHANGE COMMISSION HAS NOT APPROVED 
THESE SECURITIES OR DETERMINED IF THIS PROSPECTUS IS 
ACCURATE OR COMPLETE. ANY REPRESENTATION TO THE 
CONTRARY IS A CRIMINAL OFFENSE AND SHOULD BE REPORTED 
IMMEDIATELY TO THE SECURITIES AND EXCHANGE COMMISSION. 
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STENIEL MANUFACTURING CORPORATION 
Gateway Business Park, Brgy. Javalera, General Trias, Cavite 
Metro Manila, Philippines 
Website: https://www.steniel.com.ph/  
Email: stn@steniel.com.ph  
 
This Preliminary Prospectus (“Prospectus”) relates to the offer and sale of up to 157,647,919 common 
shares (the “Offer Shares”), each with a par value of Php1.00 per share (the “Shares”, or the “Common 
Shares”), of Steniel Manufacturing Corporation, a corporation organized under Philippine law (the 
“Company”, the “Issuer”, or “STN”). The Offer Shares shall consist of up to 157,647,919  primary 
common shares to be issued and offered by the Company out of its authorized capital stock by way of 
a primary offer. The offer of the Offer Shares is referred to herein as the “Offer.” 
 
Steniel Manufacturing Corporation was incorporated on September 13, 1963 in the Philippines. Its 
primary purpose is to maintain, conduct and manage the business of manufacturing, producing, 
packing, processing, packaging, refining, purchasing, importing, exporting, selling and dealing in 
merchandise, goods, articles and wares of any and all kinds and description, including but not limited 
to pulp paper, and any and all kinds of pulp and paper products, glass, plastics, candies, 
confectioneries, cocoa, cocoa butter, chocolate and chocolate products, fish, seafoods and other 
foodstuffs, tin and tin can, aluminum products, paper board and corrugated carton containers, cartons, 
printing, lithography and all other allied products and processes and accordingly, to acquire such 
materials, ingredients, chemicals and compounds, and machineries as may be needed in such 
manufacture, processing and production of abovementioned.   
 
As of the date of this Prospectus, the Company has an authorized capital stock of Two Billion Philippine 
Pesos (Php2,000,000,000.00) divided into 2,000,000,000 common shares with a par value of Php1.00 
per share, of which 1,418,812,081 Common Shares are issued and outstanding. Upon completion of 
the Offer, a total of up to 1,576,460,000 common shares will be issued and outstanding, with the Offer 
Shares representing up to 10.0% of the issued and outstanding capital stock of the Company, post 
Offer. 
 
The Offer Shares will be offered at a price range from Php1.80 to Php2.00 per Offer Share (the “Offer 
Price”). The determination of the Offer Price is further discussed in the section entitled “Determination 
of the Offer Price” of this Prospectus and is based on a book-building process and discussions between 
the Company and the Issue Manager and Sole Underwriter of the Offer, Investment & Capital 
Corporation of the Philippines (“ICCP”, or the “Issue Manager and Sole Underwriter”). 
 
The Common Shares will be listed and traded on the Main Board of The Philippine Stock Exchange, 
Inc. (the “PSE”) under the trading symbol “STN”. 
 
Up to [47,300,000] Firm Shares (or 30% of the Firm Shares) are being offered to all trading participants 
of the PSE (the “TP” or “Trading Participants'') and local small investors (“LSIs”) under the Local Small 
Investors Program being implemented by the PSE (the “Trading Participants and Retail Offer”; and 
the shares subject of the Trading Participants and retail offer, the “Trading Participants and Retail 
Offer Shares”). Out of the Trading Participants and Retail Offer Shares, up to [31,530,000] Firm Shares 
(or 20% of the Firm Shares) are being allocated to all PSE Trading Participants (the “TP Offer”), and 
up to 15,770,000 Offer Shares (or 10% of the Firm Shares) (the “Retail Offer”) are being offered to 
LSIs, subject to re-allocation as described below. 
 
At least 110,347,919 Offer Shares (or 70% of the Offer Shares) are (subject to re-allocation as 
described below) being offered for sale to certain qualified buyers and other investors in the Philippines 
by the Issue Manager and Sole Underwriter  (the “Institutional Offer”; and the shares subject of the 
Institutional Offer, the “Institutional Offer Shares”). 
 
The allocation of the Offer Shares between the Trading Participants and Retail Offer and the Institutional 
Offer is subject to adjustment as agreed between the Company and the Issue Manager and Sole 
Underwriter. In the event of an under-application in the Institutional Offer and a corresponding over-
application in the TP Offer, Offer Shares in the Institutional Offer may be reallocated to the TP Offer. If 
there is an under-application in the TP Offer and a corresponding over-application in the Institutional 
Offer, Offer Shares in the TP Offer may be reallocated to the Institutional Offer.  
 

https://www.steniel.com.ph/
mailto:stn@steniel.com.ph
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The reallocation shall not apply in the event of over-application or under-application in both the TP Offer, 
on the one hand, and the Institutional Offer, on the other hand. Upon completion of the Offer and full 
take-up thereof by public shareholders, the public ownership of the Company shall be equivalent to 
[29.98]%. 
 
The estimated gross proceeds to be raised by the Company from the sale of the Offer Shares, assuming 
an Offer Price from Php1.80 to Php2.00, will be approximately [Php283.8 million up to Php315.3 million], 
and the estimated net proceeds to be raised by the Company from the sale of the Offer Shares, after 
deducting from the gross proceeds the estimated fees and expenses of the Offer of approximately 
Php17.5 million, is expected to be approximately [Php266.8 million up to Php297.7 million. A detailed 
discussion on the proceeds from the Offer Shares, as well as the use of proceeds can be found on the 
“Use of Proceeds” section of this Prospectus.  
 
PSE Trading Participants who take up the Trading Participants and Retail Offer Shares (as defined 
below) shall be entitled to a selling fee of 1%, inclusive of VAT, of the gross proceeds of the Trading 
Participants and Retail Offer Shares taken up and purchased by the relevant PSE Trading Participant. 
Any Offer Shares left unsubscribed after the TP Offer (as defined below) and the Institutional Offer will 
be firmly underwritten by the Issue Manager and Sole Underwriter. For a more detailed discussion, 
please see “Plan of Distribution” of this Prospectus.  
 
All of the Offer Shares have, or upon issue will have, rights and privileges identical to those of the issued 
and outstanding Common Shares of the Company. For a detailed discussion of the rights and features 
of the Common Shares, including the Offer Shares, please refer to the section on “Description of the 
Offer Shares” of this Prospectus. 
 
The Company is authorized to declare dividends to holders of its Common Shares as of a record date 
set by the Company’s Board of Directors (“Board”). Dividends may be payable, at the discretion of the 
Board, in cash, property, or stock. A cash or property dividend declaration requires the approval of the 
Board and no shareholder approval is necessary. A stock dividend declaration requires the approval of 
the Board, and shareholders representing at least two-thirds of the Company’s total outstanding capital 
stock. The Revised Corporation Code has defined “outstanding capital stock” as the total shares of 
stock issued, whether or not paid in full, except treasury shares. There can be no guarantee that the 
Company will pay any dividends in the future. The ability to declare dividends is subject to the 
requirements of applicable laws, rules and regulations, the availability of unrestricted retained earnings, 
and circumstances which restrict the payment of dividends.  
 
On February 25, 2025, the Company filed a Registration Statement with the SEC, in accordance with 
the provisions of the Securities Regulation Code of the Philippines (Republic Act No. 8799, the “SRC”) 
for the registration of  the Offer Shares. On June 2, 2025, the SEC approved the Registration Statement 
and issued a Pre-Effective Letter. Upon compliance with the requirements of the Pre-Effective Letter, 
the Company expects the SEC to issue the Order of Registration of Securities and Certificate of Permit 
to Offer Securities for Sale. The issuance of the Permit to Offer Securities for Sale is merely permissive 
and does not constitute a recommendation or endorsement by the SEC of the Offer Shares. 
 
The listing of the Common Shares including the Offer Shares is subject to the receipt of the Notice of 
Approval issued by the PSE (the “PSE Notice of Approval”). On September 30, 2024, the Company 
filed its application for the listing and trading of its issued and outstanding common shares and the Offer 
Shares. On [l], the PSE issued its Notice of Approval, subject to compliance with certain conditions. 
The PSE’s approval of the listing is merely permissive and does not constitute a recommendation or 
endorsement of the Offer by the PSE. The PSE assumes no responsibility for the correctness of any of 
the statements made or opinions expressed in this Prospectus. Furthermore, the PSE makes no 
representation as to the completeness and expressly disclaims any liability whatsoever for any loss 
arising from or in reliance upon the whole or any part of the contents of this Prospectus. 
 
Unless specifically stated otherwise, all information provided in this Preliminary Prospectus is current 
as of the date of its publication. It is important to note that the distribution of this Prospectus and the 
subsequent issuance or sale of any Offer Shares herein should not, under any circumstances, be 
construed as an assurance that the information contained herein remains accurate beyond the date of 
this document. Further, it does not imply that there have been no developments in the Company's affairs 
since that date. 
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The Company has exercised due diligence to the effect that, and confirms that, after having taken 
reasonable care to ensure that such is the case, and as of the date of this Prospectus, all information 
contained in this Prospectus is true and there is no material misstatement or omission of fact which 
would make any statement in this Prospectus misleading in any material respect, and the Company 
hereby accepts responsibility under and in accordance with the SRC for the accuracy of the material 
information contained in this Prospectus relating to the Issuer, the Company and its operations. 
 
Foreign investors interested in purchasing the Offer Shares should inform themselves of the applicable 
legal requirements under the laws and regulations of the countries of their nationality, residence or 
domicile, and as to any relevant tax or foreign exchange control laws and regulations affecting them 
personally. Foreign investors, both corporate and individual, warrant that their purchase of the Offer 
Shares will not violate the laws of their jurisdiction and that they are allowed to acquire, purchase, and 
hold the Offer Shares. 
 
 
RISK OF INVESTING 
 
In making an investment decision, prospective investors are advised to carefully consider all the 
information in this Prospectus, including, but not limited to, the risks associated with an investment in 
the Offer Shares. These risks include: 
 

• Risks relating to the Company’s Business; 
• Risks relating to the Philippines; 
• Risks relating to the Offer and the Offer Shares; and 
• Risks relating to the Presentation of Information in this Prospectus. 

 
Please see the section entitled “Risk Factors” of this Prospectus, which, while not intended to be an 
exhaustive enumeration of all risks, must be considered in connection with an investment in the Offer 
Shares.  
 
The Offer Shares are offered subject to receipt and acceptance of any order by the Company and 
subject to the Company’s right to reject any order in whole or in part and in consultation with the Issue 
Manager and Sole Underwriter. It is expected that the Offer Shares will be delivered in book-entry form 
against payment thereof to the Philippine Depository & Trust Corp. (“PDTC”) on or about the Listing 
Date. 
 
 
NOTICE TO INVESTORS 
 
No representation or warranty, express or implied, is made by STN or the Issue Manager and Sole 
Underwriter regarding the legality of an investment in the Offer Shares under any laws, rules or 
regulations outside the Philippine jurisdiction. The Issue Manager and Sole Underwriter is expected to 
conduct due diligence on the Company, its documents, and the information presented on the 
Registration Statement. The contents of this Prospectus are not investment, financial, legal or tax 
advice. Prospective investors should consult their own counsel, accountant, and other advisors as to 
legal, tax, business, financial and related aspects of an investment in the Offer Shares. In making any 
investment decision regarding the Offer Shares, prospective investors must rely on their own careful 
examination of STN and the terms of the Offer, including the merits and risks involved. Furthermore, 
prospective investors should inform themselves of any taxation or exchange control law, rule, or 
regulation affecting them personally.  
 
Any reproduction or distribution of this Prospectus, in whole or in part, and any disclosure of its contents 
or use of any information herein for any purpose other than considering an investment in the Offer 
Shares is prohibited. Each prospective investor of the Offer Shares, by accepting delivery of this 
Prospectus, agrees to the foregoing. 
 
THE OFFER SHARES ARE BEING OFFERED IN THE PHILIPPINES ONLY, ON THE BASIS OF THIS 
PROSPECTUS. ANY DECISION TO SUBSCRIBE OR PURCHASE THE OFFER SHARES MUST BE 
BASED ONLY ON THE INFORMATION CONTAINED HEREIN.  
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No person has been authorized to give any information or to make any representations other than those 
contained in this Prospectus. If given or made, such information or representations must not be relied 
upon as having been authorized by the Company and the Issue Manager and Sole Underwriter.  The 
delivery of this Prospectus or any sale of the Offer Shares offered hereby shall not, under any 
circumstances, create any implication that there has been no change in the Company’s affairs since 
the date hereof or that the information contained herein is correct as of any time subsequent to the date 
hereof. 
 
The information contained in this Prospectus relating to the Company and its operations has been 
supplied by the Company, unless otherwise stated herein. The Company has exercised due diligence 
to the effect that, and confirms that, after having taken reasonable care to ensure that such is the case, 
as of the date of this Prospectus, all information contained in this Prospectus relating to the Company 
and its operations is true and there is no material misstatement or omission of fact which would make 
any statement in this Prospectus misleading in any material respect and the Company hereby accepts 
responsibility for the accuracy of all material information in this Prospectus and in all documents 
submitted to the relevant regulators in connection with the Offer. 
 
The distribution of this Prospectus and the offer and sale of the Offer Shares in certain jurisdictions may 
be restricted by law. The Company and the Issue Manager and Sole Underwriter require persons into 
whose possession this Prospectus comes to inform themselves about and to observe any such 
restrictions. This Prospectus does not constitute an offer of, or a solicitation to purchase, any of the 
Offer Shares in any jurisdiction in which such offer or invitation would be unlawful. Each prospective 
purchaser of the Offer Shares must comply with all applicable laws and regulations in force in any 
jurisdiction in which it purchases, offers, sells or resells the Offer Shares or possesses and distributes 
this Prospectus and must obtain any consents, approvals or permissions required for the purchase, 
offer, sale or resale by it of the Offer Shares under the laws, rules and regulations in force in any 
jurisdiction to which it is subject or in which it makes such purchases, offers, sales or resales, and none 
of the Issue Manager and Sole Underwriter and the Company shall have any responsibility therefor.  
 
The Issue Manager and Sole Underwriter has exercised due diligence required by Philippine law in 
ascertaining that all material representations contained in this Prospectus, and any amendment or 
supplement thereto, are true and correct and that no material information was omitted, which was 
necessary in order to make the statements contained in said documents not misleading in any material 
respect.  Subject to Issue Manager and Sole Underwriter’s exercise of due diligence in the conduct of 
its duties, no representation, warranty, or undertaking, express or implied, is made by the Issue 
Manager and Sole Underwriter, and no responsibility or liability is accepted by the same as to the 
accuracy, adequacy, reasonableness, or completeness of the information and materials contained 
herein (excluding any and all information pertaining specifically to the Issue Manager and Sole 
Underwriter) or any other information provided by the Company in connection with the Offer. 
 
Each person contemplating an investment in the Offer Shares should exercise appropriate due 
diligence, conduct an independent investigation and evaluation of the financial conditions, business 
affairs, status, prospects and other relevant circumstances of the Company, and arrive at his or her own 
determination of the creditworthiness of the Company as well as the suitability and merit of investing in 
the Offer Shares. A person contemplating an investment in the Offer Shares should seek professional 
advice if he or she is uncertain of, or has not understood, any aspect of the Offer or the nature of the 
risks involved in the trading of the Common Shares. Investing in the Offer Shares involves a higher 
degree of risk compared to an investment in debt instruments. For a discussion of certain factors to be 
considered in respect of an investment in the Offer Shares, please see the section “Risk Factors” of this 
Prospectus. 
 
The purchase of the Offer Shares in certain jurisdictions may be restricted by law. Foreign investors 
interested in purchasing the Offer Shares should inform themselves of the applicable legal requirements 
under the laws and regulations of the countries of their nationality, residence or domicile, and as to any 
relevant tax or foreign exchange control laws and regulations affecting them personally. Foreign 
investors, both corporate and individual, warrant that their purchase of the Offer Shares will not violate 
the laws of their jurisdiction and that they are allowed to acquire, purchase, and hold the Offer Shares.  
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The Offer Shares may be purchased and owned by any person or entity regardless of citizenship or 
nationality, subject to nationality requirements under Philippine law. The Philippine Constitution and 
related statutes set forth restrictions on foreign ownership for companies engaged in certain activities. 
In particular, the Philippine Constitution and other Philippine laws and regulations require that ownership 
of companies that own land be limited to citizens of the Philippines, or Philippine Nationals. Philippine 
Nationals include corporations or associations organized under the laws of the Philippines of which at 
least 60% of the capital stock outstanding is owned or held by citizens of the Philippines. A wholly-
owned subsidiary of the Company owns land as identified in the section on “Description of Property” of 
this Prospectus, hence, Foreign Nationals can own only a maximum of 40% of its outstanding capital 
stock.  
 
Please refer to the discussion under the section on “Philippine Foreign Investment, Exchange Controls, 
and Foreign Ownership” of this Prospectus. 
 
The Company reserves the right to withdraw the offer and sale of Offer Shares prior to the start of offer. 
The Company, in consultation with the Issue Manager and Sole Underwriter, reserves the right to reject 
any commitment to subscribe to or purchase the Offer Shares in whole or in part, and to allot to any 
prospective investor less than the full amount of the Offer Shares sought by such investor.  If the Offer 
is withdrawn or discontinued, the Company shall subsequently notify the SEC and the PSE. The Issue 
Manager and Sole Underwriter and certain related entities may acquire for their own account a portion 
of the Offer Shares. 
 
At any time on or after the commencement of the Offer Period and prior to Listing Date, the Company, 
may also withdraw the offer and sale of the Offer Shares if any of the force majeure or fortuitous events 
set out under the section “Summary of the Offer – Withdrawal of the Offer” of this Prospectus.  
 
Each offeree of the Offer Shares, by accepting delivery of this Prospectus, agrees to the foregoing. 
 
 
BASIS FOR CERTAIN MARKET DATA 
 
Market data and certain industry data used throughout this Prospectus were obtained from market 
research, publicly available information, industry publications and on the Company’s own analysis and 
knowledge of the markets for its products. Industry publications generally state that the information 
contained therein has been obtained from sources believed to be reliable, but that the accuracy and 
completeness of such information are not guaranteed. Similarly, industry forecasts and market 
research, while believed to be reliable, have not been independently verified, and none of the Company 
and the Issue Manager and Sole Underwriter makes any representation or warranty, express or implied, 
as to the accuracy or completeness of such information.  
 
Please see the section entitled “Industry Overview” on of this Prospectus for information relating to the 
industry in which the Company operates. 
 
 
CONVENTIONS USED IN THIS PROSPECTUS 
 
In this Prospectus, unless otherwise specified or the context otherwise requires, all references to the 
“Company,” the “Issuer,” “STN”, and “Steniel” are to Steniel Manufacturing Corporation and, as the 
context may require, its subsidiaries.  
 
All references to the “BSP” are references to Bangko Sentral ng Pilipinas, the central bank of the 
Philippines.  
 
All references to the “Government” are references to the government of the Republic of the Philippines.  
 
All references to “Philippine Pesos”, and “Php” are to the lawful currency of the Philippines.  
 
Any specific time of day refers to Philippine Standard Time. Certain terms used herein are defined in 
the “Glossary of Terms” of this Prospectus. Items in the Glossary of Terms may be defined otherwise 
by appropriate government agencies or laws, rules, or regulations from time to time, or by conventional 
or industry usage. 
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PRESENTATION OF FINANCIAL INFORMATION 
 
The Company’s financial statements are reported in Philippine Pesos and are prepared based on the 
Company’s accounting policies, which are in accordance with the Philippine Financial Reporting 
Standards (“PFRS”) issued by the Financial Reporting Standards Council of the Philippines. PFRS 
includes statements named PFRS and Philippine Accounting Standards, and Philippines Interpretations 
from International Financial Reporting Interpretations Committee. 
 
The financial information included in this Prospectus has been derived from the Company’s financial 
statements. Unless otherwise indicated, financial information relating to STN in this Prospectus is stated 
in accordance with PFRS.  Figures in this Prospectus have been subject to rounding adjustments. 
Accordingly, figures shown in the same item of information may vary, and figures which are totals may 
not be an arithmetic aggregate of their components. 
 
The Company’s financial year begins on January 1 and ends on December 31 of each year. Valdes 
Abad & Company, CPAs (“VACO”) has audited the Company’s financial statements for the years ended 
December 31, 2023 and 2024, and reviewed financial statements for the period ended June 30, 2025, 
while R.G. Manabat & Co. (“KPMG”) has audited the Company’s financial statements for the years 
ended December 31, 2021 and 2022, in accordance with Philippine Standards on Auditing (“PSA”). 
 
The Company appointed VACO as its independent auditors who issued a report dated April 19, 2024, 
with an unqualified opinion on the Company’s financial statements for the year ended December 31, 
2023, issued a report dated April 28, 2025, with an unqualified opinion on the Company’s financial 
statements for the year ended December 31, 2024, and reviewed the interim financial statements for 
the period ended June 30, 2025 on August 7, 2025; while KPMG has issued an unqualified opinion on 
the Company’s financial statements for the years ended December 31, 2021, and 2022. For more 
information, please refer to the Company’s audited financial statements as of and for the years ended 
December 31, 2021, 2022, 2023 and 2024, and for the period ended June 30, 2025, found in Appendix 
A-1 and B-1 of this Prospectus. 
 
 
PRESENTATION OF NON-PFRS FINANCIAL INFORMATION 
 
This Prospectus includes certain non-PFRS financial measures, including EBITDA and EBITDA margin. 
References to “EBITDA” are to net profit before finance costs, taxes, depreciation and amortization. 
EBITDA is a supplemental measure of STN’s performance and liquidity that is not required by, or 
presented in accordance with PFRS. Further, EBITDA is not a measurement of STN’s financial 
performance or liquidity under PFRS and should not be considered as an alternative to net income, 
revenues or any other performance measure derived in accordance with PFRS or as an alternative to 
cash flow from operations or as a measure of STN’s liquidity. The Company believes that EBITDA may 
facilitate operating performance comparisons from period to period and from company to company by 
eliminating potential differences caused by variations in capital structures (affecting interest expense), 
tax positions (such as the impact on periods or companies of changes in effective tax rates or net 
operating losses) and the age and book depreciation and amortization of tangible assets. However, as 
there are various EBITDA calculation methods, STN’s presentation of EBITDA may not be comparable 
to similarly titled measures used by other companies. “EBITDA Margin'' is calculated as EBITDA 
divided by sales. 
 
Non-PFRS financial measures have limitations as analytical tools, and investors should not consider 
them in isolation from, or as a substitute for, an investors’ own analysis of the Company’s financial 
condition or results of operations, as reported under PFRS. These non-PFRS financial measures are 
not standardized terms and other companies may calculate measures bearing the same titles 
differently, hence a direct comparison between companies using such terms may not be possible, which 
limits the usefulness of these non-PFRS financial measures. 
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A REGISTRATION STATEMENT RELATING TO THESE SECURITIES HAS BEEN FILED WITH THE 
SECURITIES AND EXCHANGE COMMISSION BUT HAS NOT YET BEEN DECLARED EFFECTIVE. 
NO OFFER TO BUY THE SECURITIES CAN BE ACCEPTED AND NO PART OF THE PURCHASE 
PRICE CAN BE ACCEPTED OR RECEIVED UNTIL THE REGISTRATION STATEMENT HAS 
BECOME EFFECTIVE, AND ANY SUCH OFFER MAY BE WITHDRAWN OR REVOKED, WITHOUT 
OBLIGATION OR COMMITMENT OF ANY KIND, AT ANY TIME PRIOR TO NOTICE OF ITS 
ACCEPTANCE GIVEN AFTER THE EFFECTIVE DATE. AN INDICATION OF INTEREST IN 
RESPONSE HERETO INVOLVES NO OBLIGATION OR COMMITMENT OF ANY KIND. THIS 
PROSPECTUS SHALL NOT CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF AN 
OFFER TO BUY. 
 
STENIEL MANUFACTURING CORPORATION 
 
By: 
 
 
 
NIXON Y. LIM 
Chairman & President 
 
 
 
REPUBLIC OF THE PHILIPPINES   ) 

          ) S.S. 
 
Before me, a notary public for and in the city named above, personally appeared NIXON Y. LIM, with 
Passport No. P7685766B issued on September 24, 2021 at DFA Manila and valid until September 23, 
2031, who was identified by me through competent evidence of identity to be the same person who 
presented the foregoing instrument and signed the instrument in my presence, and who took an oath 
before me as to such instrument. 
 
Witness my hand and seal this _____________ at _______________. 
 
 
 
 
Doc No. ___; 
Page No. ___; 
Book No. ___; 
Series of 2025.  

GBM



 

10 

 

FORWARD LOOKING STATEMENTS 
 
This Prospectus contains forward-looking statements that are, by their nature, subject to significant 
risks and uncertainties. These forward-looking statements include, without limitation, statements 
relating to: 
 

• known and unknown risks; 
• uncertainties and other factors that may cause the Company’s actual results, performance or 

achievements to be materially different from expected future results; and 
• performance or achievements expressed or implied by forward-looking statements. 

 
Such forward-looking statements are based on numerous assumptions regarding the Company’s 
present and future business strategies, the environment in which the Company will operate in the future 
and current expectations and projections about future events and financial trends affecting its business. 
Words or phrases such as “believes,” “expects,” “anticipates,” “intends,” “plans,” “foresees” or other 
words or phrases of similar import are intended to identify forward looking statements. Similarly, 
statements that describe the Company’s objectives, plans or goals are also forward-looking statements, 
and the company gives no assurance that such forward-looking statements will prove to be correct. In 
light of these risks and uncertainties associated with forward-looking statements, investors should be 
aware that the forward looking events and circumstances discussed in this Prospectus might not occur. 
Actual results could differ materially from those contemplated in the relevant forward-looking 
statements. Important factors that could cause some or all of the assumptions not to occur or cause 
actual results, performance or achievements to differ materially from those in the forward-looking 
statements include, among other things: 
 

• the Company’s ability to successfully implement its current and future strategies; 
• the Company’s ability to successfully manage aggressive growth; 
• changes in technology; 
• any political and social instability in the Philippines; 
• the condition of and changes in the Philippine, Asian or global economies; 
• changes in interest rates, inflation rates and the value of the Peso against the U.S. dollar and 

other currencies; 
• changes to the laws, including tax laws, regulations, policies and licenses applicable to or 

affecting the Company; 
• competition in the Philippine renewable energy industry; and 
• natural calamities 

 
Additional factors that could cause the Company’s actual results, performance or achievements to differ 
materially from forward-looking statements include, but are not limited to, those disclosed under “Risk 
Factors” and elsewhere in this Prospectus. These forward-looking statements speak only as of the date 
of this Prospectus. In light of the COVID-19 pandemic, geopolitical developments, and associated 
uncertainties in the global financial markets and their effect on the real economy, any forward-looking 
statements and forward-looking financial information contained in this Prospectus must be considered 
with caution and reservation. The Company and the Issue Manager and Sole Underwriter expressly 
disclaim any obligation or undertaking to release, publicly or otherwise, any updates or revisions to any 
forward-looking statement contained herein to reflect any change in the Company’s expectations with 
regard thereto or any change in events, conditions, assumptions or circumstances on which any 
statement is based. The Company does not intend to update or otherwise revise the forward-looking 
statements in this Prospectus, whether as a result of new information, future events or otherwise, unless 
material within the purview of the SRC and other applicable laws, the mandate of which is to enforce 
investor protection. Because of these risks, uncertainties and assumptions, the forward-looking events 
and circumstances discussed in this Prospectus might not occur in the way the Company expects, or 
at all. Investors should not place undue reliance on any forward-looking information. All subsequent 
written and oral forward-looking statements attributable to either the Issuer or persons acting on behalf 
of the Issuer are expressly qualified in their entirety by cautionary statements. 
 
Should one or more of the aforementioned uncertainties or risks, among others, materialize, actual 
results may vary materially from those estimated, anticipated, or projected as well as from historical 
results. Specifically, but without limitation, revenues could decline, costs could increase, and anticipated 
improvements in performance might not be realized fully or at all.  
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Although the Company believes that the expectations of its management as reflected by forward looking 
statements are reasonable based on information currently available to it, no assurances can be given 
that such expectations will prove to be correct. Accordingly, prospective investors are cautioned not to 
place undue reliance on the forward-looking statements herein. 
 
Subject to Issue Manager and Sole Underwriter’s exercise of due diligence in the conduct of its duties, 
it does not take any responsibility representation, warranty or undertaking in relation to, any such 
forward-looking statement. 
 
 
 
 

(This space was intentionally left blank)  
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GLOSSARY OF TERMS 
 
Affiliate A corporation that directly or indirectly, through one or more intermediaries, 

Controls, is Controlled by, or is under the common Control of, another corporation 

Applicant A person, whether natural or juridical, who seeks to purchase the Offer Shares by 
submitting an Application under the terms and conditions prescribed in this 
Prospectus 

Application An application to purchase Offer Shares pursuant to the Offer 

Business Day A day (except Saturdays, Sundays and holidays) on which banks in the Philippines 
are open for business in Metro Manila, Philippines 

BIR Bureau of Internal Revenue 

Board or Board of 
Directors 

The Board of Directors of the Company 

BSP Bangko Sentral ng Pilipinas, the central bank of the Philippines 

Bunawan Plant  The production facility production facility owned by SMPC located on Km. 25, 
National Highway, Bunawan, Davao, with a total capacity of 64.5 million square feet 
per month 

Buyer Group The purchasers of Steniel from SNHBV, comprised of Greenkraft Corporation, 
Golden Bales Corporation, Corbox Corporation, Mr. Rex Chua and Mr. Clement 
Chua 

Carmen Plant The production facility owned by SCPC located on Purok 10B, Alejal, Carmen, 
Davao del Norte with a total capacity of 64.5 million square feet per month 

Corbox Corbox Corporation 

COVID-19 A disease caused by a new strain of coronavirus. Formerly referred to as ‘2019 
novel coronavirus’ or ‘2019-nCoV’. 

Depository Agent Philippine Depository and Trust Group 

Dole Dole Philippines, Inc. (doing business as “Dole Philippines” and “Dole Stanfilco”) 

ECQ Enhanced Community Quarantine 

Eligible Investors Applicants who are qualified to purchase the Offer Shares 

FIA Foreign Investments Act of 1991, as amended 

FMCG / FMCGs Fast Moving Consumer Goods 

KPMG R.G. Manabat & Co, a Philippine partnership and a member firm of the KPMG global 
organization of independent member firms 

GCQ General Community Quarantine 

GDP Gross domestic product, or the monetary value of all the finished goods and 
services produced within a country’s borders, calculated on an annual basis 
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Gensan Plant The converting facility owned by SMPC located on BTY Compound National 
Highway, Apopong, General Santos City with a total capacity of 6.6 million square 
feet per month  

Golden Bales Golden Bales Corporation 

Government The Government of the Republic of the Philippines 

Greenkraft Greenkraft Corporation 

Institutional Offer The offer for subscription of up to 70% of the Offer Shares equivalent to 110,347,919 
common shares to eligible QIBs subject to the terms and conditions in this 
Prospectus and in the Application. 

IRO Investor Relations Officer 

Issue Manager and 
Sole Underwriter  

Investment & Capital Corporation of the Philippines 

Listing Date The date on which the listing and trading of the Offer Shares on the PSE begin, 
expected to be on [November 17, 2025]. 

LSI Local Small Investors 

LTSA Long Term Supply Agreement  

NIRC Philippine National Internal Revenue Code 

NGCP National Grid Corporation of the Philippines 

Offer or Offer Shares The offer for subscription of up to 157,647,919 common shares to Eligible Investors 
subject to the terms and conditions in this Prospectus and in the Application, 
consisting of up to 157,647,919 primary common shares to be issued and offered 
by the Company out of its authorized capital stock by way of a primary offer. 

Offer Period The period commencing 9:00 a.m. on [November 3, 2025] and ending at 12:00 p.m. 
on [November 7, 2025] within which the Eligible Investors may purchase the Offer 
Shares 

Offer Price From Php1.80 to Php2.00 per share 

Offer Shares or 
Shares 

The Company‘s 157,647,919 Offer Shares each with a par value of Php1.00 

Php Philippine Pesos, the lawful currency of the Republic of the Philippines 

PCD The Philippine Central Depository 

PCD Nominee The PCD Nominee Corporation, a corporation wholly owned by the PDTC 

PDS The Philippine Dealing System 

PDTC The Philippine Depository and Trust Corporation, the central securities depositary 
of, among others, securities listed and traded on the PSE 

PFRS Philippine Financial Reporting Standards 

PIFITA House Bill No. 4339 and Senate Bill No. 900 or the Passive Income and Financial 
Intermediary Taxation Act 
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Philippine Nationals  Pursuant to the FIA, any of the following: 
• a citizen of the Philippines; or 
• a domestic partnership or association wholly owned by citizens of the 

Philippines; or 
• a corporation organized under the laws of the Philippines of which at least 

60% of the capital stock outstanding and entitled to vote is owned and held 
by citizens of the Philippines; or 

• a corporation organized abroad and registered as doing business in the 
Philippines under the Corporation Code of which 100% of the capital stock 
outstanding and entitled to vote is wholly owned by Filipinos; or 

• a trustee of funds for pension or other employee retirement or separation 
benefits, where the trustee is a Philippine national and at least 60% of the 
fund will accrue to the benefit of the Philippine nationals. Where a 
corporation and its non-Filipino stockholders own stocks in an SEC-
registered enterprise, at least 60% of the capital stock outstanding and 
entitled to vote of both corporations must be owned and held by citizens of 
the Philippines and at least 60% of the members of the Board of Directors 
of both corporations must be citizens of the Philippines, in order that the 
corporations shall be considered a Philippine national 

 
Pursuant to SEC Memorandum Circular No. 8, Series of 2013, which generally 
applies to all corporations engaged in identified areas of activities or enterprises 
specifically reserved, wholly or partly, to Philippine nationals by the Philippine 
Constitution, the FIA and other existing laws, amendments thereto, and 
implementing rules and regulations of said laws, for purposes of determining 
compliance with the constitutional or statutory ownership requirement, the required 
percentage of Filipino ownership shall be applied to both: 

• the total number of outstanding shares of stock entitled to vote in the 
election of directors; and 

• the total number of outstanding shares of stock, whether or not entitled to 
vote in the election of directors. 

Prospectus This Prospectus together with all its annexes, appendices and amendments 

PSE The Philippine Stock Exchange, Inc. 

QIB Any of the qualified buyers provided under Rule 10 of the Securities and Regulations 
Code, as amended by SEC Memorandum Circular No. 6, Series of 2021, and any 
other juridical persons that possesses at the time of registration with an authorized 
registrar: 

• have gross assets of at least One Hundred Million Pesos 
(Php100,000,000.00) or  

• a total portfolio investment in securities registered with the SEC or financial 
instruments issued by the government of at least Sixty Million Pesos 
(Php60,000,000.00). 

Registrar Stock Transfer Service Inc. 

Receiving Agent Stock Transfer Service Inc. 

Retail Offer The offer for subscription of up to 15,770,000 common shares to LSIs subject to the 
terms and conditions in this Prospectus and in the Application. 

Revised Corporation 
Code 

Republic Act 11232 or the Revised Corporation Code of the Philippines 

SEC The Philippine Securities and Exchange Commission 

SNHBV Steniel (Netherlands) Holdings B.V. 



 

16 

 

Steniel, STN, the 
Company, or the 
Issuer 

Steniel Manufacturing Corporation 

STN Principals The collective term representing the principal shareholders of Steniel, comprised of 
Greenkraft Corporation, Golden Bales Corporation, Corbox Corporation, Roxburgh 
Investments Ltd., with their respective management teams, and Mr. Clement O. 
Chua 

SCPC Steniel Cavite Packaging Corporation 

SMPC Steniel Mindanao Packaging Corporation 

SSS The Social Security System, a state-run social insurance program in the Philippines  

SRC Republic Act No. 8799, otherwise known as “The Securities Regulation Code” 

STN Subsidiaries The subsidiaries of Steniel Manufacturing Corporation, namely Steniel Mindanao 
Packaging Corporation and Steniel Cavite Packaging Corporation collectively 
responsible for operating the production facilities of the Company.  

Stock Transfer Agent Stock Transfer Service Inc. 

Subsidiary A corporation which is controlled, directly or indirectly, by another corporation which 
thereby becomes its Parent 

Trading Day Any day on which trading is allowed in the PSE 

TP or Trading 
Participant 

Individual and corporate members of the Philippine Stock Exchange that have been 
granted trading rights on the PSE.  

TP Offer The offer for subscription of up to 31,530,000 common shares to Trading 
Participants subject to the terms and conditions in this Prospectus and in the 
Application. 

Trading Participants 
and Retail Offer 

The offer for subscription of up to 47,300,000 common shares to Trading 
Participants and LSIs subject to the terms and conditions in this Prospectus and in 
the Application 

Underwriting 
Agreement 

The agreement entered into by and between the Company and the Issue Manager 
and Sole Underwriter, indicating the terms and conditions of the Offer and providing 
that the Offer shall be fully underwritten by the Issue Manager and Sole Underwriter. 

VACO Valdes, Abad & Co., a Philippine partnership and a member firm of the GMNI global 
organization of independent member firms 

VAT Value Added Tax 
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EXECUTIVE SUMMARY 
 
The following summary is qualified in its entirety by, and is subject to, the more detailed information 
presented in this Preliminary Prospectus, including the Company’s audited consolidated financial 
statements for the years ended 2021, 2022, 2023  and 2024 and reviewed consolidated financial 
statements for the period ending as of June 30, 2025 and related notes included elsewhere in this 
Preliminary Prospectus. Prospective investors should read this entire Preliminary Prospectus fully and 
carefully, including the section on Risk Factors. In case of any inconsistency between this summary 
and the more detailed information in this Prospectus, then the more detailed portions, as the case may 
be, shall at all times prevail. Capitalized terms not defined in this summary are defined in the Glossary 
of Terms, Risk Factors, Business or elsewhere in this Preliminary Prospectus. 
 
THE COMPANY 
 
Steniel Manufacturing Corporation (“Steniel”, “STN” or the “Company”), through its subsidiaries, 
engages in the manufacture and distribution of high quality industrial corrugated paper packaging 
materials, or corrugated boxes. The Company was established on September 13, 1963 and is one of 
the oldest operating packaging manufacturers in the Philippines. Prior to the slowdown in the 
Company’s business amidst the Asian Financial Crisis, Steniel was the largest independent 
manufacturer of corrugated boxes in the Philippines. 
 
STN’s operations slowed down significantly after the 1997 Asian Financial Crisis,  as increased 
competition as well as the Company’s outdated infrastructure weighed on profitability. In 2006, Steniel’s 
former shareholders authorized the Company to enter into debt rehabilitation proceedings. Petitions for 
rehabilitation were filed in 2007 for the Company and its subsidiaries, which were all dismissed in 2009.  
By 2012, a new shareholder group completed the acquisition of the outstanding debt of STN and equity 
interest in the Company as detailed in the Corporate Restructuring section below.  

At present, the Company’s major shareholders are Greenkraft (18.46%), Golden Bales (19.68%), 
Corbox (19.68%), Roxburgh (18.46%), and Mr. Clement O. Chua (2.18%) (collectively with its 
respective management teams, the “STN Principals”) with an aggregate ownership equivalent to 
78.47% of STN’s capital stock. The STN Principals are comprised of seasoned executives with 
collectively over 100 years of experience in operating packaging companies in the Philippines.  

Steniel’s long history and reputation for quality continues to be a core competitive advantage. The 
Company has leveraged this to develop a niche in corrugated boxes tailored for its established 
clientele1. STN has a broad roster of multinational fast-moving consumer goods (“FMCG”) customers, 
global fruit companies, and  domestic packaged food manufacturers. These include well-known 
companies such as Dole Philippines, Inc., Lapanday Foods Corporation, Lapanday Diversified Products 
Corporation, and Philippines Spring Water Resources, among others.  
 
The Company has also developed strong in-house capabilities in sourcing, manufacturing, supply chain 
management, and quality assurance which allows the Company to meet the exacting requirements of 
its clientele. The Company, through its wholly-owned subsidiaries, has an aggregate production 
capacity of 129.0 million square feet per month across its two (2) production plants in Davao. The 
Company’s output exclusively caters to the regional requirements of its customers, as it remains 
uneconomical to ship corrugated boxes over long distances. This also insulates STN from external 
competitive forces, such as foreign players.  
 
Steniel continuously looks to increase efficiency to maintain and improve its profitability. The Company 
regularly reviews its production processes and optimizes its internal workflows. This includes acquiring 
state-of-the-art technology, such as digital printers in its Bunawan Plant. The digital printers allow the 
Company to elevate printing quality, maintain the stability of its production, and enable small quantity 
run flexibility. Steniel also has in-house quality assurance laboratories to ensure that its products are 
in-line with specifications and minimize returns.  
 
 

 
1 A discussion on the Company’s clientele can be found in the Business – Customers section of this Prospectus.  
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STN also invests significant resources in developing and maintaining its strong supply chain. This 
includes sourcing and maintaining a deep network of raw material suppliers to broaden and diversify its 
sourcing. The Company also owns and develops warehouses and converting facilities in strategic 
areas, as detailed in the Business section of this Prospectus. These converting facilities obtain 
intermediate corrugated boards and cut into the necessary forms for its end-customers. This minimizes 
turnaround time and reduces logistics cost.  
 
STN believes it was able to maximize customer satisfaction and retention as a result of the above 
initiatives.  This, in turn, translated to improved operations and profitability. For periods ending 
December 31, 2021, 2022, 2023 and 2024, the Company’s revenues amount to Php1.28 billion, 
Php2.21 billion, Php3.41 billion and Php3.28 billion, respectively, with net income amounting to 
Php17.97 million, Php28.36 million, Php81.86 million and Php100.16 million during the same periods. 
 
The Company has two (2) subsidiaries Steniel Mindanao Packaging Corporation (“SMPC”) and Steniel 
Cavite Packaging Corporation (“SCPC”), collectively the STN Subsidiaries. Through the STN 
Subsidiaries, Steniel operates two (2) wholly owned production plants namely, the Bunawan Plant 
located in Km. 25, National Highway, Bunawan, Davao (the “Bunawan Plant”), and the Carmen Plant 
located in Purok 10B, Alejal, Carmen, Davao del Norte (the “Carmen Plant”). The Bunawan Plant spans 
18,000 sqm and has an aggregate capacity of 64.5 million square feet per month. Meanwhile, the 
Carmen Plant spans 33,000 sqm and has an aggregate capacity of 64.5 million square feet per month. 
STN also has a converting facility located in BTY Compound National Highway, Apopong, General 
Santos City (the “Gensan Plant”), which spans 1,320 sqm and has an aggregate converting capacity 
of 6.6 million square feet per month.  
 
 
CORPORATE RESTRUCTURING 
 
Prior to 2006, Steniel (Netherlands) Holdings B.V. (“SNHBV”), a company incorporated in Amsterdam, 
The Netherlands, owned 82.2716% of the shares of the Company.  SNHBV was then 100%-owned by 
Steniel (Belgium) Holdings NV (“Steniel Belgium”).   In 2006, Steniel Belgium sold its shares in SNHBV 
to certain directors and officers of the Company.  With the sale of shares, SNHBV became the ultimate 
parent company. 
 
On the same year, the Company failed to settle its loans.  Due to the working capital drain as a result of 
prior debt service repayments and the difficult business and economic conditions, the Company found it 
difficult to sustain further payments of debt while at the same time continuing with its operations. The 
Company filed petitions for rehabilitation while the lending banks sold and assigned the loan balances.  
In 2010, the Company entered into an Amended and Restated Omnibus Agreement (the 
“Restructuring Agreement”) with the new creditors. 
  
Consequent to the restructuring of the loan, a portion of the debt assigned to Roxburgh Investments 
Limited (“Roxburgh”), a limited liability company incorporated in the British Virgin Islands, was converted 
into equity.  The remaining unissued capital stock of the Company totaling 123,817,953 shares were 
issued to Roxburgh resulting in Roxburgh owning 12.3818% of the Company.  72.0849% of the 
shareholdings was then held by SNHBV while the remaining 15.5333% was held by the public.  
 
In January 2012, the shareholders of SNHBV entered into a Share Purchase Agreement with Right Total 
Investments Limited (“Right Total"), a limited liability company incorporated in the British Virgin Islands 
for the acquisition of 100% of the issued and outstanding shares of SNHBV. With the sale of shares of 
SNHBV, Right Total became the owner of the 72.0849% shares of SNHBV consequently making Right 
Total as the ultimate parent company of STN. 
 
Also in January 2012, the Company received a tender offer from Right Total offering to purchase 
279,151,088 shares held by the minority shareholders, equivalent to 27.92% of the total issued shares of 
STN at a price of Php0.0012 per share or an aggregate price of Php334.9 million. A total of 2,115,692 
common shares were tendered and accepted by SNHBV, constituting 0.0021% of the total outstanding 
capital stock of the Company. Such accepted tender offer did not significantly change the percentage 
ownership of the minority investing public. 
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In June 2019, the Company’s Board of Directors approved the reacquisition of Steniel Mindanao 
Packaging Corporation (“SMPC”) through a share swap transaction involving the transfer of 100% of the 
outstanding capital stock of SMPC in favor of the Company in exchange for STN shares.  
 
The Company also approved the conversion of the loans extended by Greenkraft Corporation 
(“Greenkraft”) and Roxburgh into equity.  These approvals were made in view of the need to address the 
negative stockholders’ equity of the Company.  
 
In preparation for these share issuances, the Board approved the increase of the Company’s authorized 
capital stock from Php1 Billion to Php2 Billion. The same was approved and ratified by the stockholders 
during the annual stockholders’ meeting held in July 2019 and reconfirmed in November 2020. 
 
In October 2020, Greenkraft, Golden Bales Corporation (“Golden Bales”), Corbox Corporation 
(“Corbox”), Mr. Rex Chua and Mr. Clement Chua, as purchasers (collectively, the “Buyer Group”) 
entered into a Share Purchase Agreement with SNHBV as seller to acquire 649,908,308 common shares, 
equivalent to 64.99% of the total shareholdings, of the Company. In compliance with the Securities and 
Regulations Code and its Implementing Rules and Regulations, the Buyer Group made a tender offer 
involving the remaining outstanding shares of the Company, excluding the 70,940,604 common shares 
of SNHBV not included in the Share Purchase Agreement. A total of 11,780,533 common shares of STN 
were tendered, which comprise approximately 1.18% of the total issued and outstanding shares of STN. 
 
Following the completion of the tender offer, SNHBV and the Buyer Group executed the deed of sale in 
November 2020 involving the 649,908,308 shares of the Company.  The transfer of the 649,908,308 
common shares in favor of the Buyer Group has been recorded in the books of STN. The transfer 
effectively reduced the shareholding of SNHBV to 5% of the Company’s outstanding capital stock.   
 
In December 2020, the SEC approved STN’s application for increase of authorized capital stock from 
Php1 Billion to Php2 Billion resulting to the issuance of 418,821,081 common shares in favor of the Buyer 
Group and Roxburgh.  The increase was (i) partly subscribed by the share swap transaction wherein STN 
reacquired SMPC in exchange for STN shares issued to the Buyer Group; and (ii) partly subscribed 
through conversion of loans extended by Greenkraft and Roxburgh into equity.  
 
In October 2023, SNHBV and Greenkraft sold a total of 130,940,604 shares for purposes of complying 
with the minimum public float requirement of at least 20% of the company’s outstanding capital stock.  
With this sale, SNHBV ceased to be a shareholder of the Company and the Company’s public float 
increased from 13.09% to 22.27%. As of the date hereof, the Company’s major shareholders are 
comprised of the STN Principals. 
 
CORPORATE STRUCTURE 
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COMPETITIVE STRENGTHS 
 
The Company considers the following as its competitive strengths: 

• Established corrugated box brand  
• Long-standing customer relationships  
• Experienced and seasoned management team 
• Resilient supply chain 
• Strategically located production facilities in Davao 

 
A more detailed discussion of these competitive strengths is provided in the Business – Competitive 
Advantages section of this Prospectus. 
 
 
PLANS AND PROSPECTS 
 
The Company is looking to further grow its business through the following plans and prospects: 

• Deepen relationships with existing customers 
• Develop new customer relationships outside of agriculture 
• Focus on future expansion facilities  
• Assess acquisition opportunities of businesses 

 
A more detailed discussion of these plans and prospects can be found in the Business – Plans and 
Prospects section of this Prospectus. 
 
 
STRATEGIES 
 
In order to achieve the Company’s plans and prospects, the Company will pursue the following 
strategies: 

• Invest in technology 
• Focus on efficiency 
• Expand manufacturing capacity 
• Diversify product types 
• Develop in-house talent 
• Focus on customer service 

 
A more detailed discussion is provided in the Business – Key Strategies section of this Prospectus.  
 
 
RISKS OF INVESTING 
 
Before making an investment decision, investors are advised to carefully consider all the information 
contained in this Prospectus, including the following key points characterizing the potential risks 
associated with an investment in the Offer Shares.  
 
These include risks arising from the nature of the Company and its business, risks relating to the 
economic and political environment in the Philippines, and risks relating to the Offer Shares. Please 
refer to the Risk Factors for a discussion, which, while not meant to be exhaustive, should be considered 
in connection with an investment in the Offer Shares. 
  
 
CORPORATE INFORMATION 
 
The Company’s principal office is at Gateway Business Park, Brgy. Javalera, General Trias, Cavite. 
The Company’s website is https://www.steniel.com.ph/.  
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INVESTOR RELATIONS OFFICE 
 
The Investor Relations Office will implement the investor relations program in order to reach out to all 
shareholders and keep them informed of corporate activities. The office will also handle communication 
of relevant information to the Company’s stakeholders as well as to the broader investor community. 
The Investor Relations Office will also be responsible for receiving and responding to investor and 
shareholder queries relating to STN. 
 
The Investor Relations Officer (“IRO”) will ensure that the Company complies with and files on a timely 
basis all required disclosures and continuing requirements of the SEC and the PSE. In addition, the 
IRO will oversee most aspects of the shareholder meetings, press conferences, investor briefings, and 
management of the investor relations portion of STN’s website, which will contain information, including 
but not limited to: 
 

• Company information (organizational structure, board of directors, and management team); 
• Company news (analyst briefing report, press releases, latest news, newsletters (if any)); 
• Financial report (annual and quarterly reports for the past two years); 
• Disclosures; 
• Investor FAQs;  
• Investor contact (e-mail address and phone numbers for feedback/comments, shareholder 

assistance and service); and  
• Stock information.  

 
 
The Investor Relations Office will be located in the principal place of business of STN with contact 
details as follows: 
 

• Investor Relations Officer: Maribel O. Severino 
• Address: Gateway Business Park, Brgy. Javalera, General Trias, Cavite.  
• Tel. No: +63 917 848 8100 
• Email: maribel.severino@steniel.com.ph 
• Website: https://www.steniel.com.ph/ 

 
 

(This space was intentionally left blank)  



 

22 

 

SUMMARY OF THE OFFER  
 
The following does not purport to be a complete listing of all rights, obligations and privileges attaching 
to or arising from the Offer Shares. Some rights, obligations or privileges may be further limited or 
restricted by other documents and subject to final documentation. Prospective investors are enjoined 
to perform their own independent investigation and analysis of the Company and the Offer Shares. 
Each prospective investor must rely on its own appraisal of the Company and the Offer Shares and its 
own independent verification of the information contained herein and any other investigation it may 
deem appropriate for the purpose of determining whether to invest in the Offer Shares and must not 
rely solely on any statement or the significance, adequacy, accuracy of any information contained 
herein. The information and data contained herein are not a substitute for the prospective investor’s 
independent evaluation and analysis. 
 

Issuer 
 

Steniel Manufacturing Corporation  

Stock Symbol STN 

Issue Manager 
and Sole 
Underwriter  
 

Investment & Capital Corporation of the Philippines 

Selling Agents 
 

PSE Trading Participants 

Stock Transfer 
Agent 
 

Stock Transfer Service, Inc. 

Receiving Agent 
 

Stock Transfer Service, Inc. 

Escrow Agent 
 

RCBC Trust Corporation 

Independent 
Auditor 
 

Valdes Abad & Company 

Legal Counsel to 
the Issuer 
 

Martinez Vergara & Gonzalez Sociedad 

Legal Counsel to 
the Issue 
Manager and 
Sole Underwriter  
 

Tan Venturanza Valdez 
 

The Offer / Offer 
Shares 
 

Offer of up to [157,647,919] primary common shares (“Offer Shares”) 

Institutional Offer 
 

Up to 110,347,919 Offer Shares (or 70% of the Offer Shares) are being offered 
and sold to certain qualified institutional buyers (“QIBs”) and the general public 
in the Philippines at the Offer Price by the Issue Manager and Sole Underwriter. 
 

Trading 
Participants and 
Retail Offer 

Up to 47,300,000 Offer Shares (or 30% of the Firm Shares) (the “Trading 
Participants and Retail Offer Shares”) are being offered in the Philippines 
through all the PSE Trading Participants and to local small investors (“LSIs”) 
under the Local Small Investors Program of the PSE (subject to reallocation as 
described below) at the Offer Price.  
 
Up to [31,530,000] Offer Shares (or 20% of the Offer Shares) are being offered 
to all of the PSE Trading Participants (the “Trading Participants Offer Shares”) 
and up to [15,770,000] Offer Shares (or 10% of the Firm Shares) are being 
offered to LSIs. 
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Each PSE Trading Participant shall initially be allocated 256,000 Offer Shares 
(computed by dividing the 31,530,000 Offer Shares among the 123 active PSE 
Trading Participants rounded down to the required subscription multiple), 
subject to reallocation as may be determined by the Sole Underwriter. Based 
on the initial allocation for each PSE Trading Participant, there will be a total of 
42,000 residual Firm Shares to be allocated as may be determined by the Issue 
Manager and Sole Underwriter. 
 
Each LSI applicant may purchase up to a maximum of [50,000] Offer Shares 
at the Offer Price. LSIs shall purchase through the PSE Electronic Allocation 
System (“PSE EASy”). An LSI is defined as a buyer to the Offer who is willing 
to purchase to a minimum board lot or whose subscription does not exceed 
Php100,000.00. In the case of this Offer, the minimum subscription of LSIs shall 
be 10,000 Offer Shares or [Php18,000.00 up to Php20,000.00], while the 
maximum subscription shall be [50,000] Offer Shares or [Php90,000.00 up to 
Php100,000.00]. There will be no discount on the Offer Price. The procedure 
in subscribing to Offer Shares via PSE EASy is indicated in the Company’s LSI 
Guidelines to be announced through the PSE EDGE website. Should the total 
demand for the Offer Shares in the LSI program exceed the maximum 
allocation, the Issue Manager and Sole Underwriter shall prioritize the 
subscriptions of LSIs with amounts lower than the maximum subscription. 
 
The Issue Manager and Sole Underwriter shall purchase the Trading 
Participants and Retail Offer Shares not reallocated to the Institutional Offer or 
otherwise not taken up by the PSE Trading Participants, LSIs or clients of the 
Sole Underwriter or the general public in the Philippines pursuant to the terms 
and conditions of the Underwriting Agreement. 
 

Offer Price From Php1.80 to Php2.00 per Offer Share. The Offer Price shall be determined 
through a book-building process and discussions between the Company and 
the Issue Manager and Sole Underwriter. 
 

Offer Period The Offer Period shall commence at 9:00 am., Manila time on [November 3, 
2025] and end at 12:00 noon, Manila time on [November 7, 2025]. The 
Company and the Sole Underwriter reserve the right to extend or terminate the 
Offer Period, subject to the prior approval of the SEC and the PSE.  
 
Applications must be received by the Receiving Agent not later than 12:00 noon 
Manila Time on [November 7, 2025], whether filed through a participating 
Selling Agent or filed directly with the Sole Underwriter. Applications received 
thereafter or without the required documents will be rejected.   
 
Applications shall be considered irrevocable upon submission to a participating 
Selling Agent or the Sole Underwriter and shall be subject to the terms and 
conditions of the Offer as stated in the Prospectus and in the application. The 
actual purchase of the Offer Shares shall become effective only upon the actual 
listing of the Offer Shares on the PSE and upon the obligations of the Sole 
Underwriter under the Underwriting Agreement becoming unconditional and 
not being suspended, terminated or cancelled on or before the Listing Date in 
accordance with the provisions of such agreement. 
 

Eligible Investors 
and Restrictions 
on Ownership 

The Offer Shares may be purchased or held by any person of legal age or duly 
organized and existing corporations, partnerships or other corporate entities 
regardless of nationality. However, the Philippine Constitution and related 
statutes set forth restrictions on foreign ownership of Philippine companies 
engaged in certain activities. 
 
The Philippine Constitution also limits foreign equity ownership in companies 
owning land or operating a public utility to 40 per cent of the companies’ capital 
stock.  Thus, any subsequent transfer of Shares must comply with the 
nationality restrictions. In the event that foreign ownership of the Company’s 
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issued and outstanding capital stock will exceed the permissible level, the 
Company has the right to reject a transfer request by persons other than 
Philippine Nationals and has the right not to record such purchases in the books 
of the Company. 
 

Use of Proceeds The Company intends to use the net proceeds from the Offer to fund the 
Panabo Expansion and working capital requirements. See the Use of Proceeds 
section of the Prospectus for details of how the total net proceeds are expected 
to be applied. 
 

Minimum 
Subscription and 
Board Lot 

Each application must be for a minimum of 10,000 Offer Shares, and thereafter, 
in multiples of 1,000 Offer Shares. Applications for multiples of any other 
number of Common Shares may be rejected or adjusted to conform to the 
required multiple, at the Company’s discretion. 
 

Voluntary Lock-up  Under the Revised Rules on Backdoor Listing, (i) shares acquired pursuant to 
the transaction giving rise to backdoor listing shall be locked up from closing 
or completion of the transaction until six (6) months after the conduct of the 
public offering and (ii) shares held by stockholders owning at least ten percent 
(10%) of the total issued and outstanding shares shall be locked up for one 
(1) year from closing or completion of the transaction giving rise to backdoor 
listing. In STN’s case, the transaction giving rise to the backdoor listing was 
the Company’s reacquisition of SMPC occurred in 2019 and the 269,250,000 
shares issued in relation thereto were issued on December 20, 2020. Hence, 
the lock-up requirement does not apply to STN. 
 
Nonetheless, the following shareholders have agreed with the Issue Manager 
and Sole Underwriter that they will not, without the prior written consent of the 
Manager and Sole Underwriter, sell, assign or in any manner dispose of their 
Shares for a minimum period of 180 days after the Listing Date. 
 

SHAREHOLDER NO OF SHARES SUBJECT TO 180-
DAY LOCK-UP PERIOD 

Roxburgh Investments Limited 261,910,503 
Greenkraft Corporation 101,237,482 
Golden Bales Corporation 80,775,000 
Corbox Corporation 80,775,000 
Clement Chua 8,966,025 
Rex Chua 8,966,025 
Nixon Lim 1 
  
TOTAL 542,630,036 

 
To implement the lock-up requirement, the Company and the foregoing 
shareholders shall enter into an escrow agreement with RCBC Trust, the 
Escrow Agent for the Lock-Up Shares. 
 

 

Registration, 
Listing and 
Trading 

The Company has filed an application with the SEC for the registration and an 
application with the PSE for the listing of the Offer Shares. The SEC is expected 
to issue an Order of Effectivity and Permit to Sell on or about [l] and the PSE 
approved the listing application on [l], subject to compliance with certain listing 
conditions. 
 
All of the Offer Shares are expected to be listed on the PSE on [November 17, 
2025]. Trading of the Offer Shares that are not subject to lock up is expected 
to commence on [November 17, 2025]. 
 

Dividends and 
Dividend Policy 

Each holder of Common Shares will be entitled to such dividends as may be 
declared by the Company’s Board of Directors (the “Board” or “Board of 
Directors”), provided that any share dividends declaration requires the 
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approval of shareholders holding at least two-thirds of its total “outstanding 
capital stock.” Republic Act No. 11232 or the Revised Corporation Code of the 
Philippines (the “Revised Corporation Code”) has defined outstanding capital 
stock as the total shares of stock issued under binding subscription contracts 
to subscribers or stockholders, whether fully or partially paid, except for 
treasury shares. Currently, the Company is focused on funding its expansion 
initiatives. As of the date of this prospectus, the Company has yet to adopt a 
dividend policy. However, the Company’s Board may, at any time, declare 
dividends and/or formally adopt a dividend policy depending upon the 
Company’s capital expenditure plans and/or any terms of financing facilities 
entered into to fund its current and future operations and projects. The 
Company makes no assurance that it will pay any dividends in the future. See 
the Dividends and Dividend Policy section of the Prospectus for more 
discussion. 
 

Form, Title and 
Registration of 
the Offer Shares 

The Offer Shares will be issued in scripless form through the electronic book-
entry system of [l] acting through its [l] as Registrar for the Offer and lodged 
with the PDTC as Depository Agent on Listing Date through PSE Trading 
Participants respectively nominated by the applicants. For this purpose, 
applicants shall indicate in the proper space provided for in the Application 
Form the name of a PSE Trading Participant under whose name their shares 
will be registered. 
 
After Listing Date, shareholders may request the Registrar, through their 
respective nominated PSE Trading Participants, to (a) open a scripless registry 
account and have their holdings of the Offer Shares registered under their 
name, or (b) issue stock certificates evidencing their investment in the Offer 
Shares. Any expense that will be incurred in relation to such registration or 
issuance shall be for the account of the requesting shareholder. 
 
Legal title to the Offer Shares will be shown in an electronic register of 
shareholders (“Registry of Shareholders”) which shall be maintained by the 
Registrar. The Registrar shall send a transaction confirmation advice 
confirming every receipt or transfer of the Offer Shares effected in the Registry 
of Shareholders (at the cost of the requesting shareholder). The Registrar shall 
send (at the Company’s cost) at least once every year a statement of account 
to all shareholders named in the Registry of Shareholders, except certificated 
shareholders and depository participants, confirming the number of shares held 
by each shareholder on record in the Registry of Shareholders. Such statement 
of account shall serve as evidence of ownership of the relevant shareholder as 
of the given date thereof.  
 
Any costs and expenses with respect to the request by shareholders for 
certifications, reports or other documents from the Registrar, except as 
provided herein, shall be for the account of the requesting shareholder. 
 

Restrictions on 
Ownership 

The Offer Shares will be in scripless form and may be purchased by any 
person, association, partnership, or trust, regardless of citizenship or 
nationality, subject to the nationality limits under Philippine law. The Philippine 
Constitution and related statutes set forth restrictions on foreign ownership for 
companies engaged in nationalized or partly nationalized activities. The STN  
Subsidiaries own certain real estate in the Philippines. As such, foreign equity 
in the Company cannot exceed 40% of the total outstanding capital stock. For 
more information relating to restrictions on the ownership of the Shares, please 
see the Description of the Shares section  and the Philippine Foreign Exchange 
and Foreign Ownership Controls section of this Prospectus. 
 

Registration of 
Foreign 
Investments 

The BSP requires that investments in shares of stock funded by inward 
remittance of foreign currency be registered with the BSP only if the foreign 
exchange needed to service capital repatriation or dividend remittance will be 
sourced from the Philippine banking system. The registration with the BSP of 
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all foreign investments in the Offer Shares shall be the responsibility of the 
foreign investor. See the Philippine Foreign Exchange and Foreign Ownership 
Controls section of this Prospectus. 
 

Tax 
Considerations 

See the Philippine Taxation section of this Prospectus for further information 
on the Philippine tax consequences of the purchase, ownership and disposal 
of the Offer Shares. 
 

Procedure for 
Application 
 

For PSE Trading Participants (“TPs”) 
 
Application forms to purchase and signature cards will be provided to the TPs 
by Sole Underwriter. Application forms will also be made available for download 
on the Company website. 
 
Applicants shall complete the application form, indicating all pertinent 
information such as the applicant’s name, address, taxpayer’s identification 
number, citizenship, and all other information as may be required in the 
application form. Applicants shall undertake to sign all documents and to do all 
necessary acts to enable them to be registered as holders of Offer Shares. 
Failure to complete the application form may result in the rejection of the 
application. 
 
Applications must be received by the Receiving Agent not later than 12:00 p.m. 
on [November 7, 2025]. Applications received thereafter or without the required 
documents will be rejected. Applications shall be considered irrevocable upon 
submission to a PSE Trading Participant, and shall be subject to the terms and 
conditions of the Offer as stated in the Prospectus and in the application. The 
actual purchase of the Offer Shares shall become effective only upon the actual 
listing of the Offer Shares on the PSE and upon the obligations of the Sole 
Underwriter under the Underwriting Agreement becoming unconditional and 
not being suspended, terminated or cancelled on or before the Listing Date in 
accordance with the provisions of such agreement. 
 
If the applicant is a corporation, partnership or trust account, the application 
must be accompanied by the following documents: 

 
• A certified true copy of the applicant’s latest articles of incorporation 

and by-laws (or articles of partnership in the case of a partnership) 
and other constitutive documents (each as amended to date) duly 
certified by its corporate secretary (or managing partner in the case 
of a partnership);  

• A certified true copy of the applicant’s SEC certificate of registration 
or certificate of filing amended articles of incorporation or by-laws, as 
the case may be, duly certified by its corporate secretary (or 
managing partner in the case of a partnership); and 

• A duly notarized corporate secretary’s certificate (or certificate of the 
managing partner in the case of a partnership) setting forth the 
resolution of the applicant’s board of directors or equivalent body 
authorizing the purchase of the Offer Shares indicated in the 
application, identifying the designated signatories authorized for the 
purpose, including his or her specimen signature, and certifying the 
percentage of the applicant’s capital or capital stock held by 
Philippine Nationals. 

 
Foreign corporate and institutional applicants who qualify as Eligible Investors, 
in addition to the documents listed above, are required to submit, in 
quadruplicate, a representation, and warranty stating that their purchase of the 
Offer Shares to which their application relates will not violate the laws of their 
jurisdictions of incorporation or organization, and that they are allowed, under 
such laws, to acquire, purchase and hold the Offer Shares. 
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An application should be submitted in quadruplicate (four (4) copies, one (1) of 
which shall be returned to the applicant) and accompanied by the following 
documents (complete): 
  

• Duly accomplished Applications submitted in quadruplicate (4 
copies), one (1) of which will be returned to the TP; 

• The required attachments as enumerated in the Applications; 
• Two (2) specimen signature cards fully completed and signed by the 

applicant’s designated signatories, and certified by its corporate 
secretary (or equivalent officer); 

• Four (4) hard copies of the Sales Report duly certified by the 
representative authorized of the TPs; and 

• A soft copy of the accomplished Sales Report must be sent to [l] and 
[l] with subject “STN Sales Report”. 

 
This should be read in conjunction with the Offer Implementing Guidelines 
which will be published on the PSE EDGE website prior to the start of the 
Trading Participants and Retail Offer. 
 

Payment Terms 
for the PSE 
Trading 
Participants 

The purchase price must be paid in full in Philippine Pesos upon the submission 
of the duly completed and signed application form and signature card together 
with the requisite attachments. 
 
Payments for the PSE Trading Participants Offer Shares must be cleared on 
or before [l]. The modes of payment and instructions will be specified in the 
Offer Implementing Guidelines which will be published on the PSE EDGE 
website prior to the start of the Offer Period. 
 

Acceptance/ 
Rejection of 
Applications 

An Application, when accepted, shall constitute a binding and effective 
agreement between the applicant and the Company for the subscription to the 
Offer Shares notwithstanding any provision to the contrary as may be found in 
the Application, this Prospectus, and other offer-related document. 
Notwithstanding the acceptance of any Application, the actual issuance of the 
Rights Shares to an Applicant shall take place only upon the listing of the Rights 
Shares on the PSE. 
 
Subject to the right of the Company to withdraw or cancel the offer and sale of 
the Offer Shares prior to Listing Date pursuant to the Withdrawal of the Offer 
section of the Prospectus, the Company and any of its agents involved in the 
Offer undertake to comply with all conditions that are within the control of the 
Company and any of its agents involved in the Offer, to ensure the listing of the 
Offer Shares on Listing Date. 
 

Withdrawal of the 
Offer 
 

The Company as well as the Issue Manager and Sole Underwriter reserve the 
right to withdraw the offer and sale of the Offer Shares at any time before the 
commencement of the Offer Period, in which event the Company shall make 
the necessary disclosures to the SEC and PSE.  
 
The Company may also withdraw the offer and sale of the Offer Shares at any 
time on or after the commencement of the Offer Period and prior to the Listing 
Date, if there is a supervening force majeure or fortuitous event, such as: 
 
 
a. An outbreak or escalation of hostilities or acts of terrorism involving the 
Philippines or a declaration by the Philippines of a state of war; or occurrence 
of any event or change (whether or not forming part of a series of events 
occurring before, on and/or after the date hereof) of a political, military, 
economic or other nature; or occurrence of any change in local, national or 
international financial, political or economic which renders it impracticable to 
continue with the Offer and/or listing of the Offer Shares in the manner 
contemplated by the Prospectus, or would have a material adverse effect on 
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the Philippine economy, on the securities or other financial or currency markets 
of the Philippines, or on the distribution, offer and sale of the Offer Shares in 
the Philippines, rendering it impracticable to proceed with the Offer in the 
manner contemplated by the Prospectus, provided that for the avoidance of 
doubt, the Offer shall not be withdrawn, cancelled, suspended or terminated 
solely by reason of the Issuer’s or Underwriter’s inability to sell or market the 
Offer Shares or refusal or failure to comply with any undertaking or commitment 
by the Issuer, the underwriter, or any other entity/ person to take up any shares 
remaining after the Offer Period; 
 
b.  Issuance of an order revoking, cancelling, suspending, preventing or 
terminating the offer, sale, distribution or listing of the Offer Shares by any court 
or governmental agency or authority with jurisdiction on the matter, the BSP, 
the SEC or the PSE; 
 
c. Cancellation, revocation or termination of the PSE Notice of Approval, the 
SEC pre-effective clearance, the SEC Order of Registration, the SEC Permit to 
Sell or the BSP Approval; 
 
d. Cancellation or suspension of trading in the PSE for at least three (3) 
consecutive trading days, or in such manner or for such period as will render 
impracticable the listing and trading of the Offer Shares on the Listing Date or 
such other date as may be approved by PSE; 
 
e. A change or impending change in the law, rule, regulation, policy or 
administrative practice, or a ruling, interpretation, decree or order which (i) 
materially and adversely affects: (a) the ability of the Issuer to engage in the 
business it is presently engaged in; or (b) the capacity and due authorization of 
the Issuer to offer and issue the Offer Shares and enter into the transaction 
documents in connection with the Offer, or (ii) would render illegal the 
performance by the underwriter of its underwriting obligations hereunder; 
 
f. Any significant, adverse, and unforeseeable change or development in the 
Issuer’s long-term financial condition, assets, liabilities, results of operations, 
business, properties, or profitability, which renders the Offer Shares unsuitable 
for offering to the public; 
 
g. The Issuer decides to or is compelled to stop its operations which is not 
remedied within five (5) Business Days; 
 
h. The Issuer shall be adjudicated bankrupt or insolvent, or shall admit in writing 
its inability to pay its debts as they mature, or shall make or threaten to make 
an assignment for the benefit of, or a composition or assignment with, its 
creditors or any class thereof, or shall declare or threaten to declare a 
moratorium on its indebtedness or any class thereof; or (ii) the Issuer shall 
apply for or consent to the appointment of any receiver, trustee or similar officer 
for it or for all or any substantial part of its property; or (iii) such receiver, trustee 
or similar officer shall be appointed; or (iv) the Issuer shall initiate or institute 
(by petition, application or otherwise howsoever), or consent to the institution 
of any bankruptcy, insolvency, reorganization, rehabilitation, arrangement, 
readjustment of debt, suspension of payment, dissolution, liquidation or similar 
proceeding relating to it under the laws of any jurisdiction; or (v) any such 
proceeding shall be instituted against the Issuer; or any judgment, writ, warrant 
of attachment or execution or similar process shall be issued or levied against 
any material asset, or material part thereof, of the Issuer; or (vi) any event 
occurs which under the laws of the Philippines or to other jurisdictions, or any 
applicable political subdivision thereof, has an effect equivalent to any of the 
foregoing; 
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i. A general banking moratorium is declared in the Philippines or a material 
disruption in commercial banking or securities settlement or clearance services 
occurs in the Philippines; 
 
j. Any court proceeding, litigation, arbitration or other similar proceeding is 
commenced or threatened against the Underwriter in connection with or with 
respect to the issuance or sale by the Issuer of the Offer Shares or the Offer in 
general which renders the performance of their underwriting commitment 
impossible or impracticable; 
 
k. Any event occurs which makes it impossible for the Underwriter to perform 
their underwriting obligations due to conditions beyond their control, such as 
issuance by any court, arbitral tribunal, or government agency which has 
jurisdiction on the matter of an order restraining or prohibiting the Underwriter, 
or directing the Underwriter to cease, from performing their underwriting 
obligations; 
 
l. Unavailability of PDTC and PSE facilities used for the Offer and/or Listing and 
such unavailability impacts the ability of the Issuer and Underwriter to fully 
comply with the listing requirements of PSE; and 
 
m. Any force majeure event, other than the ones enumerated above, that has 
material and adverse effect on the Issuer’s long-term financial condition, 
assets, liabilities, results of operations, business, properties, or profitability. 
 
The Offer shall not be withdrawn, cancelled, suspended, or terminated solely 
by reason of the Issuer’s or Underwriter’s inability to sell or market the Offer 
Shares or refusal or failure to comply with any undertaking or commitment by 
the Issuer, the underwriter, or any other entity/ person to take up any shares 
remaining after the Offer Period.  
 
Notwithstanding the acceptance of any Application, the actual issuance of the 
Offer Shares to an Applicant shall take place only upon the listing of the Offer 
Shares on the PSE. Subject to the right of the Company to withdraw or cancel 
the offer and sale of the Offer Shares prior to Listing Date pursuant to this 
section and the “Plan of Distribution - Withdrawal of the Offer” of the 
Prospectus, the Company and any of its agents involved in the Offer undertake 
to comply with all conditions that are within the control of the Company and any 
of its agents involved in the Offer, to ensure the listing of the Offer Shares on 
Listing Date. 
 
Notwithstanding the foregoing, the Company and the Underwriter recognize 
and acknowledge that the PSE, in the exercise of its authority as a self-
regulatory organization and further to its mandate to maintain a fair and orderly 
market, may impose appropriate  sanctions and penalties on the Company 
and/or the Underwriter for the cancellation of the Offer if subsequently, the PSE 
makes a determination that the cancellation or suspension of the offer and/or 
the underwriting commitment was not warranted based on the facts gathered 
by PSE after proper evaluation. 
 

Suspension, 
Cancellation, or 
Termination of 
Underwriting 
Commitment 

The Issue Manager and Sole Underwriter may suspend, cancel, or terminate 
the Underwriting Commitment by giving written notice to the Issuer and PSE 
prior to the Listing Date of the Offer Shares if any of the following events occur 
due to conditions beyond the Issue Manager and Sole Underwriter’s control: 
 
a. The Issuer fails to perform any of its material undertakings, covenants, and 
obligations or if any representation or warranty made by the Issuer in the 
Underwriting Agreement or any information given in the Registration Statement 
or the Prospectus is untrue or misleading or has become untrue or misleading.  
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b. An order canceling, suspending, or terminating the offer, sale, distribution, 
or issuance of the Offer Shares is issued by any governmental authority. 
 
c. An order of a competent government authority compelling the Issuer or any 
of the STN Subsidiaries to stop its operations. 
 
d. The approval of the PSE of the listing of the Common Shares is suspended, 
canceled, or terminated. 
 
e. Trading in the PSE is closed or suspended for at least three (3) consecutive 
Trading Days, or in such manner or for such period as will render impracticable 
the listing and trading of the Offer Shares on or before the Listing Date or such 
other date as may be approved by the PSE. 
 
f. A change or impending change in the law, rule, regulation, policy, or practice, 
or a ruling, interpretation, decree, or order which (i) materially and adversely 
affects: (a) the ability of the Issuer or any of the STN Subsidiaries to engage in 
the business it is presently engaged in; or (b) the capacity and due 
authorization of the Issuer to offer and issue the Offer Shares and enter into 
the transaction documents in connection with the Offer; or (ii) would render 
illegal the performance by of the Issue Manager and Sole Underwriter of its 
underwriting obligations hereunder. 
 
g. There occurs any event or change (whether or not forming part of a series 
of events occurring before, on and/or after the date hereof) of a political, 
military, economic, or other nature; or there occurs any adverse change in local, 
national, or international financial, political, economic, or stock market 
conditions, which, in the reasonable opinion of the Underwriter, would 
materially affect the distribution, offer, and sale of the Offer Shares in the 
Philippines. 
 
h. There occurs or is seriously threatened, or there becomes known to the 
Underwriter, any adverse change or development in the Issuer’s management, 
finances, or assets, corporate structure or relationships, actual or potential 
liabilities, investments, revenues, operations, and the conditions thereof, or 
business and profitability prospects, which, in the reasonable opinion of the 
Underwriter, will have a material adverse effect on the marketability of the Offer 
Shares. 
 
i. The Issuer is compelled or ordered by a competent government authority to 
cease and desist from continuing its operations. 
 
j. The Issuer shall be adjudicated bankrupt or insolvent, or shall admit in writing 
its inability to pay its debts as they mature, or shall make or threaten to make 
an assignment for the benefit of, or a composition or assignment with, its 
creditors or any class thereof, or shall declare or threaten to declare a 
moratorium on its indebtedness or any class thereof; or the Issuer shall apply 
for or consent to the appointment of any receiver, trustee, or similar officer for 
it or for all or any substantial part of its property; or such receiver, trustee, or 
similar officer shall be appointed and such appointment shall continue 
undischarged for a period of forty five (45) calendar days; or the Issuer shall 
initiate or institute (by petition, application, or otherwise howsoever), or consent 
to the institution of any bankruptcy, insolvency, reorganization, arrangement, 
readjustment of debt, suspension of payment, dissolution, liquidation, or similar 
proceeding relating to it under the laws of any jurisdiction; or such proceeding 
shall be instituted against it without its consent and shall remain undismissed 
for a period of forty five (45) calendar days; or any judgment, writ, warrant of 
attachment or execution, or similar process shall be issued or levied against 
any material asset, or material part thereof, of the Issuer, and such judgment, 
writ, or similar process shall not be released, vacated, or fully bonded within 
forty five (45) calendar days after its issue or levy; or any event occurs which 
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under the laws of the Philippines or any applicable political subdivision thereof 
has an effect equivalent to any of the foregoing. 
 
k. Any other event, whether or not similar to any of the foregoing, should occur 
or be revealed, which, in the reasonable determination of the Underwriter, 
involves a material change in the circumstances existing when this Agreement 
was entered into, which, in each case, in the reasonable opinion of the 
Underwriter: (i) makes it impracticable or inadvisable to proceed with the 
offering of the sale of the Offer Shares on the terms and in the manner 
contemplated in the Prospectus; (ii) would be likely to materially prejudice the 
success of the offering, distribution, and sale of the Offer Shares; (iii) is or will 
make it impracticable to proceed with the Offer; or (iv) is or will make it 
impracticable or inadvisable for any material part of this Agreement and/or the 
Offer to be performed or implemented as envisaged. 
 
l. Any representation, warranty or statement of the Issuer shall prove to be 
untrue or misleading in any material respect, or Issuer shall be proven to have 
omitted a material fact necessary in order to make the statements in the 
Prospectus not misleading, which untruth or omission:(a) was not known and 
could not have been known to the Underwriter on or before commencement of 
the Offer Period despite the exercise of due diligence, and (b) has a material 
and adverse effect on the Issuer’s long-term financial condition, assets, 
liabilities, results of operations, business, properties, or profitability; 
 
The Issue Manager and Sole Underwriter may suspend, cancel, or terminate 
the Underwriting Commitment by giving written notice to the Issuer if, on or 
prior to the listing of the Common Shares, performance of or compliance with 
any of the undertakings of the Underwriter, or its covenants and obligations 
under the Underwriting Agreement becomes impossible due to conditions 
beyond its control, including, force majeure, natural calamities and disasters, 
flood, storm, earthquake, wars, riots, insurrections, terrorist acts, and/or any 
other cause beyond the reasonable control of the Underwriter. 
 

Refunds for the 
Offer 

In the event that the number of Offer Shares to be received by an applicant, as 
confirmed by the Sole Underwriter, is less than the number covered by its 
application, or if an application is rejected by the Company, the Sole 
Underwriter shall refund, without interest, within five (5) banking days from the 
end of the Offer Period, all or a portion of the payment corresponding to the 
number of Offer Shares wholly or partially rejected. All refunds shall be made 
through the Receiving Agent with whom the applicant has filed the application, 
at the applicant’s risk. 
 

Registration and 
Lodgment of 
Shares with 
PDTC 

The Offer Shares purchased by Applicants will be lodged with the Philippine 
Depository and Trust Corp. (“PDTC”).  
 
The Applicant must provide the required information in the Application for the 
PDTC lodgment of the Offer Shares. The Offer Shares will be lodged with the 
PDTC at least three (3) trading days prior to the Listing Date. 
 

Risks of Investing Before making an investment decision, prospective investors should carefully 
consider the risks associated with an investment in the Offer Shares. Certain 
of these risks are discussed in the section entitled Risk Factors and include 
risks relating to the Company’s business, risks relating to the Philippines risks 
relating to the Offer and the Offer Shares, and risks relating to certain statistical 
information in this Prospectus. 
 

Expected 
Timetable 

The timetable of the Offer is expected to be as follows: 
 

Bookbuilding Period October 20 to 23, 2025 
Price Setting Date October 24, 2025 
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Notice of Final Offer Price to the 
SEC and PSE 

October 27, 2025 

Start of the Offer Period November 3, 2025 
Submission of Firm Order and 
Commitments by PSE Trading 
Participant 

November 5, 2025 

End of the Offer Period November 7, 2025 
Listing Date November 17, 2025 

 
The dates included above are subject to the approval of the PSE and the SEC, 
subject to market and other conditions, and may be changed at the discretion 
of the Company, and Sole Underwriter, subject to the approval of the SEC and 
PSE. 
 

 
 

(This space was intentionally left blank)  
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SUMMARY OF FINANCIAL INFORMATION 
 
The following tables present the summary of financial information and should be read in conjunction 
with the independent auditor’s reports and the Company’s financial statements, including the notes 
thereto, included elsewhere in this Prospectus, and the section entitled Management’s Discussion and 
Analysis of Financial Condition and Results of Operations. The summary financial information as of and 
for the years ended December 31, 2021, 2022, 2023 and 2024 and financial period ending June 30, 
2025 was derived from the Company’s consolidated audited financial statements, which were prepared 
in accordance with PFRS. The Company’s financial statements for the years ended December 31, 
2021, and 2022 were audited by KPMG, while the Company’s financial statements for the years ended 
December 31, 2023 and 2024 were audited and for the period ended June 30, 2025 were reviewed by 
VACO, in accordance with the PSA. The summary financial information presented below for the years 
ended December 31, 2021, 2022, 2023 and 2024 and for the period ended June 30, 2025 were derived 
from the Company’s consolidated audited financial statements. The summary financial information 
below is not necessarily indicative of the results of future operations. 
 
AUDITED FINANCIAL STATEMENTS FOR YEARS ENDED DECEMBER 31, 2021, 2022, 2023, AND 
2024.  
 
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 
in Php thousands For the years ended December 31, 
  2021 2022 2023 2024 
ASSETS     
Cash  65,853 49,609 113,041 67,262 
Receivables - current  424,786 861,271 852,652 737,367 
Inventories, net  642,676 1,888,460 2,040,582 2,645,320 
Prepaid expenses and other current assets - net  132,946 197,394 276,760 208,140 
Assets held for sale  120,600 120,600 - - 
Total current assets  1,386,861 3,117,334 3,283,035 3,658,089 

     
PPE, net  546,092 873,317 775,385 828,093 
Right of use assets - net  32,640 24,870 19,308 12,870 
Investments in equity instruments  105,712 99,089 139,854 180,992 
Other non-current assets  9,328 3,619 6,318 11,096 
Total noncurrent assets  693,772 1,000,895 940,865 1,033,051 
Total assets  2,080,633 4,118,229 4,223,900 4,691,140 

     
LIABILITIES AND EQUITY     
Trade payables and other current liabilities  571,784 2,037,233 1,869,811 2,009,532 
Due from related parties  67,622 59,620 47,883 43,453 
Loans payable  521,747 723,388 942,134 1,239,780 
Lease liabilities - current  6,755 6,677 9,403 8,449 
Income tax payable  - - - - 
Total current liabilities  1,167,908 2,826,918 2,869,231 3,301,214 

 
    

Loans payable - noncurrent  130,401 504,970 468,231 389,368 
Lease liabilities - noncurrent  27,585 20,876 12,812 6,709 
Retirement benefits liabilities  7,385 9,904 13,940 21,204 
Deferred tax liabilities - net  16,075 1,316 - - 
Total noncurrent liabilities  181,446 537,066 494,983 417,281 
Total liabilities  1,349,354 3,363,984 3,364,214 3,718,495 

  
    

Capital stock  1,418,812 1,418,812 1,418,812 1,418,812 
APIC  408,423 408,423 408,423 408,423 
Reserve for retirement benefits liabilities  1,211 204 204 (3,089) 
Net unrealized loss on investments in equity 
instruments  10,646 (3,346) 6,003 17,700 
Deficit  (1,107,813) (1,069,848) (973,756) (869,201) 
Total equity  731,279 754,245 859,686 972,645 
Total liabilities and equity  2,080,633 4,118,229 4,223,900 4,691,140 
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REVIEWED FINANCIAL STATEMENTS FOR THE PERIOD ENDED JUNE 30, 2025.  
 
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 
in Php thousands For the period ending June 30, 
     2025 
ASSETS     
Cash     117,205 
Receivables - current     818,946 
Inventories, net     2,097,139 
Prepaid expenses and other current assets - net     250,307 
Total current assets     3,283,597 

     
Property and equipment - net    786,234 
Right of use assets - net     9,183 
Investments in equity instruments     201,246 
Other non-current assets     8,817 
Total noncurrent assets     1,005,480 
Total assets     4,289,077 

     
LIABILITIES AND EQUITY     
Trade payables and other current liabilities     972,346 
Due from related parties     43,453 
Loans payable     1,890,648 
Lease liabilities - current     5,147 
Income tax payable     - 
Total current liabilities     2,911,594 

     
Loans payable - noncurrent     335,426 
Lease liabilities - noncurrent     5,823 
Retirement benefits liabilities     22,262 
Deferred tax liabilities - net     - 
Total noncurrent liabilities     363,511 
Total liabilities     3,275,105 

      
Capital stock     1,418,812 
APIC     408,423 
Reserve for retirement benefits liabilities     (3,089) 
Net unrealized loss on investments in equity 
instruments     31,601 
Deficit     (841,775) 
Total equity     1,013,972 
Total liabilities and equity     4,289,077 

 
 
CONSOLIDATED STATEMENTS OF INCOME  
in Php thousands For the years ended December 31, 
  2021 2022 2023 2024 
 Total revenues  1,276,505 2,205,413 3,406,867 3,277,148 
 Total costs  (1,139,846) (1,823,634) (2,993,880) (2,736,689) 
 Gross profit  136,659 381,779 412,987 540,459 
 Operating expenses  (115,079) (268,133) (331,946) (380,873) 
 Operating income  21,580 113,646 81,041 159,586 
 Other income (expenses)  12,183 (36,722) 126,847 76,375 
 Finance charges  (14,814) (45,934) (81,578)  (93,629) 
 PBT  18,949 30,990 126,310 142,332 
 Income tax expense  (984) (2,635) (44,450)  (42,173) 
 Net profit  17,965 28,355 81,860 100,159 
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CONSOLIDATED STATEMENTS OF INCOME  
in Php thousands For the periods ended June 30, 
    2024 2025 
 Total revenues    1,682,397 1,632,964 
 Total costs    (1,400,341) (1,389,990) 
 Gross profit    282,056 242,974 
 Operating expenses    (155,375) (167,961) 
     
 Operating income    126,681 75,013 
 Other income (expenses)    41,781 28,593 
 Finance charges    (42,935) (67,189) 
 PBT    125,527 36,417 
 Income tax expense    (30,569) (8,991) 
 Net profit    94,958 27,426 

 
  
CONSOLIDATED STATEMENTS OF CASH FLOWS   
in Php thousands For the years ended December 31, 
  2021 2022 2023 2024 
Cash flows from operating activities 139,997 (99,641) (126,704) 12,661 

     
Cash flows from investing activities  (160,640) (476,611) (95,729) (261,391) 

     
Cash flows from financing activities 42,722 540,008 285,865 202,951 
Cash, beg 43,774 65,853 49,609 113,041 
Cash, end 65,853 49,609 113,041 67,262 

 
CONSOLIDATED STATEMENTS OF CASH FLOWS   
in Php thousands For the periods ended June 30, 
    2024 2025 
Cash flows from operating activities   362,883 (488,839) 

     
Cash flows from investing activities    (199,909) (53,248) 

     
Cash flows from financing activities   (191,561) 592,030 
Cash, beg   113,041 67,262 
Cash, end   84,454 117,205 

 
KEY FINANCIAL RATIOS 
 
Key Financial And Operating Ratios  
  For the years ended December 31, For the period ending  
  2021 2022 2023  2024 June 30, 2025 
Current Ratio 2 1.2x 1.1x 1.1x 1.1x 1.1x 
Liabilities to Equity Ratio3 1.9x 4.5x 3.9x 3.8x  3.2x 
Gross Profit Margin (%)4 10.7% 17.3% 12.1% 16.5% 14.9% 
Before Tax Return on Sales (%)5 1.5% 1.4% 3.7% 4.3% 2.2% 
Earnings per Share6 0.01 0.02 0.06 0.07 0.02 
Earnings before Interest, Taxes, 
 Depreciation & Amortization7 146,137 238,259 434,042 426,206 192,357 

Return on Equity8 2.5% 3.8% 10.1% 10.9% 3.3% 
 

 
2 Current Assets / Current Liabilities  
3 Total Liabilities/Stockholders’ Equity 
4 Gross Profit/Revenues 
5 Profit Before Tax/Revenues 
6 Net Income/Outstanding Shares 
7 Net Income plus Interest Expenses, Provision for Income Tax, Depreciation and Amortization in Php thousands 
8 Net Income / Average Stockholders’ Equity; 1Q25 ROE utilizes trailing 12 months’ net income 
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RISK FACTORS 

 
An investment in the Offer Shares involves a number of risks. The price of securities can and does 
fluctuate, and any individual security is likely to experience upward or downward movements and may 
even become valueless. There is an inherent risk that losses may be incurred rather than profit made 
as a result of buying and selling securities. Past performance is not indicative of future performance 
and results, and there may be a large difference between the buying price and the selling price of any 
security. For investors that deal in a range of investments, each investment carries a different level of 
risk. 
 
Investors should carefully consider all the information contained in this Prospectus, including the risk 
factors described below, before deciding to invest in the Offer Shares. The occurrence of any of the 
following events, or other events not currently anticipated or that are currently considered immaterial, 
could have a material adverse effect on the Company’s business, financial condition and results of 
operations and cause the market price of the Common Shares to decline. All or part of an investment 
in the Offer Shares could be lost. 
 
The means by which the Company intends to address the risk factors discussed herein are principally 
presented under the captions Business, particularly under Competitive Strengths, Management’s 
Discussion and Analysis of Financial Condition and Results of Operations, Industry, and Board of 
Directors and Senior Management—Corporate Governance of this Prospectus. This risk factor 
discussion does not purport to disclose all of the risks and other significant aspects of investing in the 
Common Shares. Investors should undertake independent research and study the trading of securities 
before commencing any trading activity. Investors should seek professional advice regarding any 
aspect of the securities such as the nature of risks involved in the trading of securities. Investors may 
request publicly available information on the Common Shares and the Company from the SEC. The 
risk factors discussed in this section are of equal importance and are only separated into categories for 
easy reference. 
 
The risk factors discussed in this section are of equal importance and are separated into categories for 
ease of reference only. The order in which risks are presented is not necessarily an indication of the 
likelihood of the risks actually materializing, of the potential significance of the risks or of the scope of 
any potential harm to STN’s business, results of operations, financial condition and prospects 
 
 
RISKS RELATING TO THE COMPANY AND ITS BUSINESS 
 
The Company operates in a highly competitive and commodified industry.  
 
Based on an industry study rendered by Euromonitor, the Philippine corrugated box industry is highly 
fragmented with multiple competitors. Notably, due to the abundance of competition, the current 
industry dynamics favor buyers9. Increasing competition may translate to erosion of profit margins and 
subsequently weigh on the Company’s profitability.  
 
STN believes that it can manage these pressures by leveraging on its key competitive advantages. 
Notably, Steniel is the oldest operating packaging manufacturer in the Philippines. As a result, the 
Company enjoys an established brand with a proven reputation for quality – notably, Steniel caters to 
the Discerning Buyers as described by Euromonitor10. The Company maintains a robust supply chain 
and continuously invests in new technologies and an in-house quality assurance laboratory to ensure 
the quality of its products and stability of production. As a result, Steniel caters to the requirements of 
highly exacting FMCGs and fruit exporters. The Company continues to maintain strong relationships 
with its clients through its established reliablity, quality products, stable operations, and a strong 
emphasis on customer satisfaction.  
 

 
9 Euromonitor International. (2024, March). Corrugated Paper Packaging in the Philippines. 
10 Euromonitor International. (2024, March). Corrugated Paper Packaging in the Philippines. Discerning Buyers are described 
by Euromonitor as “[Buyers] who seek packaging stability and strict adherence to specifications”.  
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The Company also has strategically located production facilities intended to cater to the Mindanao 
region. Note that the relatively low value of corrugated boxes make it uneconomical to ship corrugated 
boxes across long distances. Moreover, its close geographic proximity to clients allows it to respond to 
customer requirements quickly. As such, Steniel believes that it is well-positioned to overcome 
competitive forces.  
 
A more detailed discussion of these competitive strengths is provided in the Business section – 
Competitive Advantages of this Prospectus. 
 
The Company’s revenues are highly dependent on the long-term supply agreement with a key 
customer 
 
In 2021, the Company executed a long-term supply agreement (“LTSA”) with a key customer which is 
tied to the acquisition of the Carmen Plant. Under the LTSA, STN will provide the customer with supply 
boxes and packaging materials for nine years and six months starting from August 24, 2022 until 
February 23, 2032. For the financial periods covered in this prospectus, this customer accounted for 
almost 50.0% of total revenues. As such, the loss of this customer, or a significant decline in this 
customer’s business, may have a material impact on the Company’s profitability. 
 
To mitigate this risk, the Company has executed the LTSA which contractually obligates the customer 
to purchase a minimum volume of packaging materials from STN. As such, Steniel is provided stability 
of revenues, as well as visibility on its cashflows. This also allows the Company to reinforce its market 
position and reduce the risk of revenue volatility. Additionally, to ensure that it maintains good relations 
with its key customer, STN utilizes the Carmen Plant, which was previously owned by the key customer. 
Further, to ensure seamless transition of the Carmen Plant from the previous owner to Steniel, Steniel 
also absorbed majority of the former employees of the plant. These factors make STN its most reliable 
and accessible supplier for  its packaging requirements. Lastly, for their mutual protection, the Company 
and the key customer agreed to pay liquidated damages in the event of pre-termination, with or without 
cause, initiated by any of the parties.  
 
Moreover, the Company’s management believes that they offer a quality product at a cost-competitive 
price. As noted by Euromonitor11, Steniel’s ability to cater to “Discerning Buyers” evidences the quality 
of STN’s products. The Company caters to a broad roster of customers dealing in high value goods 
such as FMCGs, other agricultural products and processed food.  
 
Steniel’s plants are also strategically located in key areas within the Davao region. This minimizes 
logistics costs and ensures that STN can flexibly react to customers’ requirements. This acts as a 
significant competitive advantage and positions the Company as a supplier of choice for its customers.  
 
Finally, the Company is continuously developing its customer base to further diversify its clientele. This 
will minimize its reliance on any key customer.  
 
A more detailed discussion on the LTSA can be found the Business Section – Material Contracts and 
Agreements section of this Prospectus, while a more detailed discussion of the Company’s customers 
can be found on the Business Section – Customers section of this Prospectus.  
 
The Company relies on key raw materials, and the cost and availability of these products may 
significantly affect its profitability. 
 
The Company’s margins depend on the selling prices that it is able to charge for its products and the 
costs of the raw materials and other inputs that it requires to produce these products. Paper is the 
primary raw material used by STN in its corrugated boxes, and represents a substantial portion of the 
Company’s costs. The price of these raw materials is influenced by factors that the Company cannot 
control, such as market conditions, general global economic and geopolitical conditions, production 
capacity in the markets, production constraints on the part of the Company’s suppliers, fluctuations in 
oil or other commodity prices, infrastructure failures, political conditions, weather conditions, regulations 
and other factors. 
 

 
11 Euromonitor International. (2024, March). Corrugated Paper Packaging in the Philippines. Discerning Buyers are described 
by Euromonitor as “[Buyers] who seek packaging stability and strict adherence to specifications”. 
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In addition, the raw materials that the Company requires may be unavailable in adequate quantities at 
commercially reasonable terms in the future. Furthermore, any late deliveries of strategic raw materials 
may cause delays in the completion of certain of the Company’s products or product components. 
Therefore, operational interruptions resulting from supply shortages, or delayed deliveries of certain 
raw materials can adversely affect the Company’s profitability. 
 
To protect itself against adverse movements in the prices of raw materials, the Company usually 
maintains a raw materials inventory equivalent to around four (4) months worth of production in its 
warehouse, and maintains three (3) to four (4) months of inventory in transit. STN also maintains a 
warehouse in Panabo, Davao del Norte.  
 
The Company also maintains strong relationships with major suppliers globally to ensure a stable supply 
of key input products. Also, in the event that any of the Company’s suppliers is subject to a major 
production disruption or is unable to meet its obligations under existing supply arrangements, the 
Company can purchase such inputs from any of its other accredited local and foreign suppliers that the 
Company had already dealt with in the past. The Company also has a list of approved alternative 
materials that can substitute the raw materials it currently uses. 
 
The Company primarily works with paper materials, which poses the risk of fire hazard 
 
The Company is engaged in the manufacture and distribution of paper packaging materials, which may 
pose a fire hazard due to paper’s inherent flammability. There are several factors which may elevate 
the risk of fire involving paper, such as improper storage of paper products, proximity to flammable 
liquids and chemicals, and lack of fire safety measures. Moreover, the occurrence of fire within the 
Company’s premises may result in physical injury, potential fatalities, and extensive property damage, 
inevitably causing disruptions to daily business operations, inability to meet customers’ deadlines, and 
considerable financial losses. 
 
To manage this risk, the Company observes a clean and organized work environment, with proper 
waste management programs in place to avoid excessive clutter and accumulation of waste. The 
Company also maintains proper storage spaces for its paper materials, using fire-resistant materials, 
with proper ventilation.  Further, the Company’s warehouses have fire detection and suppression 
systems to quickly address any fire, and are compartmentalized to minimize spread, damage, and loss 
in the event of fire. Lastly, the Company carries insurance to manage any potential losses by reason of 
fire. 
 
The Company relies on specialized equipment that requires significant capital expenditure, 
maintenance work, and may become obsolete.  
 
To manufacture its products, the Company employs specialized machinery and equipment imported 
from various suppliers globally and this represents a significant capital investment for the Company. 
Notably, STN relies on its box making and corrugating machines to manufacture its corrugated boxes. 
However, the manufacturers of these machines are continually developing new machineries that aims 
to improve production capacity, yield, or reduce wastage. This could significantly affect the Company’s 
production, competitiveness, and overall operations. Moreover, the Company may have to routinely 
invest significant amounts of capital to expand its production capacity and to maintain the usefulness 
of its machines. Finally, the Company relies on machinery to move its products across which may result 
in materials handling issues.  
 
To mitigate this, the Company continuously researches on new technologies available to ensure that 
its production capacity remain competitive. Moreover, the Company has its own service maintenance 
teams deployed in its plants that conduct routine monitoring and repairs on its equipment to ensure that 
it continually runs in optimal condition. STN also conducts yearly business planning to carefully evaluate 
potential expansion plans and when necessary, deploy investment capital to maintain its 
competitiveness. Finally, the Company also trains its staff to ensure their competency and minimize 
operational disruptions. 
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The Company’s manufacturing processes may be subject to operational failures or quality 
assurance issues.  
 
The Company’s products are used for the packaging of high value fresh fruits, packaged food, and 
other FMCGs. Given the highly competitive nature of STN’s industry, the quality of the products will 
need to adhere to certain standards to ensure its reliability and effectiveness.  
 
The Company’s customers will return any products which do not meet the agreed-upon specifications. 
This, in turn, will increase the wastage of the Company as well as result in financial losses. Moreover, 
poorer quality products may affect how the Company’s customers perceive its products and have a 
material adverse effect on the Company’s business, operations, and financial condition. 
 
The Company has a dedicated procurement team focused on sourcing top-quality raw materials to 
ensure the strength and durability of its products. The Company also maintains a robust supply chain 
with multiple redundancies to ensure a stable supply of quality input materials. Moreover, the Company 
has established quality assurance and control procedures to ensure that its products are in line with the 
specifications set by its customers. Steniel owns and maintains on-site testing equipment to ensure the 
quality of its products. 
 
The Company also has a preventative and corrective maintenance program to minimize downtime. The 
Company’s Bunawan Plant, Carmen Plant, and Gensan Plant have an average uptime rate of 
approximately 81%, 83%, and 75%, respectively. Moreover, the Bunawan Plant and Carmen Plant are 
strategically located within 30 kilometers of one another – this provides further redundancies in the 
event of plant downtime.  
 
The Company may be subject to labor issues. 
 
As of June 30, 2025, STN and the STN Subsidiaries collectively have 257 regular employees and 13 
probationary employees, totaling 270 employees. The Company also engages an independent service 
provider which assigned a total of 303 personnel to support the Company’s operations. As with labor 
intensive industries, the Company may be exposed to the risk of industrial or labor disputes. The 
employees of the Carmen Plant have short tenures, having been absorbed from the previous owner 
and operator. Meanwhile, the employees of the Bunawan Plant are currently subject to a collective 
bargaining agreement.  
 
Nevertheless, management maintains very good relationships with its employees. The Company has 
had a long history of harmonious labor relationships, with management actively participating in labor 
management and relationship building activities. The Company has no pending labor cases filed with 
the Department of Labor and Employment and has had no labor strikes since the STN Principals took 
over.  
 
The Company relies on a stable source of power, and potential shortages may significantly 
affect its operations.  
 
All of the Company’s manufacturing equipment is powered by electricity. Hence, the Company is 
dependent on a stable supply of energy to continue operating. The lack of electricity will translate to 
operational downtime and translate to financial losses and penalties with customers. Any downtime of 
the Company’s operations over an extended period, due to power interruptions, would have a material 
adverse effect on the Company’s business, operations, and financial condition. 
 
As of the date of this Prospectus, the Company continues to source its energy directly from Davao Light 
and Power Company augmented by Solar Power Energy and does not have any retail energy supply 
agreements in place. There is no assuance that such distribution utilities will not curtail energy supply 
in the area due to technical maintenance, infrastructure upgrades, transmission limitations, distribution 
disruptions due to force majeure events. In such circumstances, plant operations of the Company can 
be affected. 
 
To address these concerns, the Company has a standby generator equipment in its production plants 
that are regularly maintained. The generator sets provide backup power to ensure continuous 
production. The Carmen Plant also has solar panels to support the Company’s  sustainability efforts 
and to lessen its carbon footprint. Moreover, the plants are situated in areas where historically there are 
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fewer unplanned power interruptions. As such, Steniel is able to build up inventory if there is a planned 
power interruption to ensure continuous delivery to its customers.  
 
The Company may be unsuccessful in implementing its growth strategy. 
 
Euromonitor noted that demand for corrugated boxes is expected to grow at a CAGR of 7.3% between 
2023 and 2028. As such, Steniel is looking to expand its business by continuing to develop its existing 
faciltiies, developing new production facilities, as well as assess opportunistic acquisitions.  
 
The Company’s success in implementing this strategy will depend on, among others, its ability to: (a) 
identify and assess potential opportunities, investments, acquisitions; (b) successfully finance, close, 
and integrate such investments and acquisitions; and (c) control costs and maintain sufficient operation 
and financial controls. This growth strategy will place significant demands on the Company’s 
management and other resources. The Company’s future growth and financial prospects may be 
adversely affected if these investments and acquisitions prove unsuccessful.  
 
The Company’s development of new projects is further subject to substantial risks that could give rise 
to delays, unanticipated cost overruns, unsatisfactory construction, or development, or the total or 
partial loss of the company’s interest in the project under development, construction, or expansion. 
Such risks to development include but are not limited to:  
 

• The need to incur expenses for preliminary engineering, permits, and legal and other 
expenses before determining whether a project is feasible, economically attractive, or capable 
of being financed;  

• The inability to secure adequate construction financing;  
• Shortages and insufficient quality of equipment, materials, and labor and the breakdown or 

failure of equipment or processes;  
• Social unrest and terrorism;  
• Engineering and environmental problems;  
• Construction and operational delays or unanticipated cost overruns; 
• Regulatory and quasi-regulatory constraints;  
• Failure by key contractors and vendors to timely and properly perform their obligations; and,  
• Material changes in the business environment of the Company.  

 
While most of the events listed above are outside the control of the Company, it still endeavors to reduce 
the potential of such risks to occur. The Company has a strong management team that has decades of 
experience in the industry. Steniel’s management team carefully evaluates all potential opportunities 
and creates a detailed plan prior to investing.  
 
A more detailed discussion of Steniel’s management team is provided in the Business section – 
Competitive Advantages of this Prospectus. 
 
The Company’s subsidiaries depend on supplier and bank credit 
 
STN’s operations, through its operating subsidiaries SMPC and SCPC (collectively, the “STN 
Subsidiaries”) have intensive working capital requirements. Notably, a significant portion of its assets 
are booked as inventory – as of the financial periods ending December 31, 2024 and June 30, 2025, 
inventory accounts for approximately 56.4% and 48.9% of the Company’s consolidated total assets, 
respectively. STN maintains high inventory levels to ensure stable production.  
 
Due to the creditworthiness of the STN Subsidiaries, and its strong relationships with counterparties, 
they were able to negotiate favorable credit terms from its suppliers and lenders. This helps STN 
Subsidiaries manage its working capital requirements, mainly through supplier credit and short-term 
bank debt. As of the financial period ending December 31, 2024 and June 30, 2025, the Company has 
a total liabilities-to-equity ratio of 3.8x and 3.2x, respectively.  
 
In 2021, the STN Subsidiaries, together with an affiliate, secured a Php2 billion 7-year loan for the 
acquisition of the box and printing plants of Dole Philippines Inc. (“Dole”), the parcels of land where the 
plants are situated, and all machineries and equipment used in the plant operations.  The loan was fully 
drawn by SCPC and the affiliate.  SMPC did not draw on the loan.   
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The borrowers are required to maintain the following financial covenants until full payment of the loan: 
debt to service coverage ratio of at least 1.25x, a total debt-to-equity ratio of 1.5 to 1, and a debt to 
EBITDA of no more than three (3) times.  Failure to comply with these covenants may result in the STN 
Subsidiaries being called in default by its lenders. However, while the STN Subsidiaries were not 
compliant with the financial ratios as at December 31, 2021, 2022, 2023 and 2024, they are up to date 
in the payment of the amortizations and have not been called in default. Further, these credit 
agreements usually contain cross default provisions and STN Subsidiaries’ inability to service the debt 
repayment in one loan may trigger a default in other credit agreements. 
 
STN manages these risks by closely monitoring the working capital requirements of its operations. The 
Company conducts periodic reviews of credit terms extended to customers and accounts for this in its 
capital planning sessions.  
 
Management also ensures that the Company is able to maintain sufficient cash to settle its near-term 
liabilities, including its obligations under the aforesaid loan. The Company’s current ratio as of the 
financial period ending December 31, 2024 and for the six months ended June 30, 2025 is 1.1x.   
 
The Company’s subsidiaries are exposed to customer credit risk, and payment default could 
have a material adverse effect on its financial condition, results of operations and liquidity. 
 
As in other businesses, STN through its subsidiaries are exposed to credit and collections risks. 
Customers could experience cash flow difficulties or become subject to liquidation that could in turn 
lead to the STN Subsidiaries being unable to collect payments or experiencing long delays in collection 
of payments, if at all. There can be no assurance that all customers will pay in a timely manner or at all.  
In such circumstances, the working capital needs may increase.  If a large amount of customers is 
unable or unwilling to pay, the financial condition of STN and its subsidiaries could be negatively 
affected.  
 
STN maintains billing and collection teams servicing each operational facility. Payment terms range 
from 60 – 90 days upon receipt of billing invoice. To ensure collection, STN regularly monitors the status 
of collections of each customer. It also regularly sends reminders to clients of any upcoming payment 
schedule to ensure timely payments and avoidance of penalties for late payments. Moreover, STN 
ensures ease of payment to its customers by offering different modes of payment. Payments can be 
settled through, cash, check or online bank transfers. 
 
The Company is currently in a retained deficit position which may result in an inability to declare 
dividends in the near to medium term.  
 
As of June 30, 2025, the Company has a retained deficit of Php841.8 million. This was due to the 
accumulated losses of STN prior to the entry of the STN Principals. As a result, the Company may be 
unable to declare dividends in the near to medium term.  
 
Nevertheless, the Company believes that its competitive advantages and improved operations may 
translate to better profitability. Note that STN has pared the retained deficit from Php1.1 billion in 2021 
to Php841.8 million as of June 30, 2025.  

 
The Company is dependent on certain members of the board of directors and senior 
management  
 
The Company has and will continue to depend on the continued individual and collective contributions 
and services of its senior management team. Their responsibilities include determination of corporate 
strategy, discussion and resolution of operational and human resource issues, drafting of necessary 
policies to enhance operational and control systems, review of the current systems that require 
updating, and other relevant matters that may, can, or will affect the Company.  
 
The Company believes that it has enough managerial talent that can be tapped to fill in possible 
vacancies. Moreover, STN is actively engaged in succession planning by hiring and training 
professional managers experienced in the operations of the Company’s business. The Company 
believes that the loss of one or a few existing senior management figures will have no material adverse 
impact on the Company’s business, operations, and financial condition. 
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The Company may be affected by potential legal and administrative proceedings involving it 
and/or its directors and officers 
 
Just like any other company, the Company, its directors and officers are exposed to potential legal or 
administrative proceedings which may affect its financial standing and cause the Company to incur 
additional costs, and the diversion of resources and management’s attention.  The business, financial 
condition, results of operations and cash flows could be materially and adversely affected.  
 
In the event that such a proceeding is brought against the Company, its directors and officers, the 
Company will diligently defend against such claims.  The Company shall assess the risks and all 
possible solutions to settle disputes in expeditious and cost-effective manner.  
 
The Company and its subsidiaries may be involved in legal proceedings  
 
Legal proceedings pose significant risks to companies. Effects to the company’s business and 
operations may include operational disruptions, as management and key personnel may dedicate their 
time and resources to handle such legal matters, as well as reputational risk, as negative publicity 
surrounding legal proceedings may damage a company’s reputation and customer loyalty. Further, 
legal proceedings may have an impact on the financial stability of the company, as it may entail 
substantial legal fees, costs and expenses, as well as potential settlements and court-ordered 
judgments. 
 
In the event that the Company is involved in or affected by potential legal proceedings, the Company 
must take cautious but strategic and proactive steps to address the issues, and at the same time 
mitigate risks and protect its interests, all in a timely and cost-effective manner. 
 
The Company engages in a significant amount of related party transactions. 
 
A portion of the businesses undertaken, and the products distributed by the Company are conducted 
or manufactured by companies owned or controlled by the STN Principals. The operations of certain 
companies owned and controlled by STN are interdependent. These related transactions include those 
described under Related Party Transactions and in the notes to the Company’s consolidated financial 
statements appearing elsewhere in this Prospectus. In the future, the Company may continue to enter 
into transactions with companies directly or indirectly controlled by or associated with STN Principals 
for as long as the transactions continue to inure to the benefit of the Company. 
 
The Company treats its related parties just like any other supplier. The terms and conditions entered 
into by the Company with related parties are competitive and are all done on an arms-length basis. In 
the event the said related parties cannot service the requirements of the Company, it will turn to other 
suppliers that have been duly accredited by the Company. 
 
The interests of the Company’s Primary Stockholders may differ from Interests of other 
Stockholders 
 
Through direct and indirect interests, STN Principals effectively control the Company and serve in 
various capacities as directors of the boards and officers of STN. These positions allow the STN 
Principals to control shareholder decisions and exercise significant control over the strategic direction 
in the Company. The interests of the STN Principals may differ from the interests of the Company and 
the Company’s other shareholders, and there can be no assurance that they will exercise influence 
over the Company that is in the best interest of the Company and the other shareholders.  
 
To protect the minority shareholders, major decisions are subject to Board approval which includes 
independent directors who  have established professional track records and work experiences in the 
field of finance and risk management. All directors are also accomplished professionals in their 
respective fields.  Moreover, the Company has its Manual of Corporate Governance (“Manual”), which 
provides the framework of rules, systems, and processes that governs the performance of the Board of 
Directors and Management of their respective duties and responsibilities to stockholders and other 
stakeholders.  
 
Also, the Company had long adopted a Code of Business Conduct that sets the standards of ethical 
business practices, protecting integrity and values with third parties, proper conduct outside the 
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Company, outside business activities, non-competition with the Company’s business, handling of 
confidential information, and protection of Company’s resources. 
 
Changes in the environmental regulations may cause the Company to incur significant costs 
and liabilities. 
 
The operations of the Carmen, Bunawan, and Gensan plants are subject to environmental laws and 
regulations by central and local authorities in the areas in which the plants operate. These include laws 
and regulations pertaining to pollution, the protection of human health and the environment, air 
emissions, wastewater discharges, occupational safety and health, and the generation, handling, 
treatment, remediation, use, storage, release and exposure to hazardous substances and wastes. 
These requirements are complex, subject to frequent change and have tended to become more 
stringent over time. The Company has incurred, and will continue to incur, costs and capital 
expenditures in complying with these laws and regulations and in obtaining and maintaining all 
necessary permits. 
 
In addition, environmental laws and regulations, and their interpretations, are constantly evolving and it 
is difficult to predict accurately the effect that changes in these laws and regulations, or their 
interpretation, may have upon the Company’s business, financial condition, results of operations or 
prospects. If environmental laws and regulations, or their interpretation, become more stringent, the 
costs of compliance could increase. If STN is unable to pass along future costs to customers, any 
increases could have a material adverse effect on STN’s business, financial condition, results of 
operations and prospects. 
 
Finally, there can be no assurance that these will at all times be in compliance with all of their respective 
obligations in the future or that they will be able to obtain or renew all licenses, consents or other permits 
necessary to continue operations. Any failure to comply with such laws and regulations could subject 
the relevant operating company to significant fines, penalties and other liabilities, which could have a 
material adverse effect on the business, financial condition, results of operations and prospects of the 
Company. 
 
Nevertheless, STN has procedures in place to allow them to comply with environmental laws and 
regulations. As of June 30, 2025, STN either holds the material environmental permits and remains 
compliant with applicable environmental regulations or is in the process of securing/renewing the 
environmental permits and complying with the conditions of applicable environmental regulations. For 
a tabulation of all the permits and licenses of the Company, please refer to the Business – Material 
Contracts and Agreements section of this Prospectus. 
 
 
RISKS RELATING TO THE PHILIPPINES  
 
Risks relating to the Philippines are systemic in nature and outside the Company’s control.  However, 
the Company intends to continue to maintain appropriate financial and operational controls and policies 
within the context of the prevailing business, economic and political environment taking into 
consideration the interests of its shareholders, customers and other stakeholders. 
 
The Company faces risks related to the Philippines, which encompass the performance of the 
Philippine economy. 
 
The Company’s and the STN Subsidiaries’ financial performance are affected by the overall state of the 
Philippine economy, and this influence will persist. The Company's growth and earnings depend 
somewhat on how well the Philippine economy is doing. In the past, the Philippines has faced slow or 
negative economic growth, high inflation, peso devaluation, and exchange controls. 
 
Furthermore, global financial markets have experienced disruptions and liquidity problems, which might 
continue. There is uncertainty about whether the United States and the global economy might continue 
to decline, which would be likely to negatively affect the Philippine economy. There can be no assurance 
that current or future governments will adopt policies conducive to sustaining economic growth, and the 
Company may not be able to effectively manage such systemic risk. 
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In 2020, the COVID-19 pandemic severely impacted the global economy, including the Philippines. 
COVID-19 was declared a pandemic by the World Health Organization and spread worldwide over the 
following years.  
 
Many countries, including the Philippines, implemented measures like lockdowns, social distancing, 
and business suspensions to contain the virus, significantly affecting businesses and causing a global 
economic recession. The Philippines had one of the longest and strictest lockdowns globally in 2020, 
resulting in a 9.6% year-on-year economic contraction, the most severe in decades. 
 
However, the Philippines began to recover in 2021 as it adjusted to the pandemic and initiated COVID-
19 vaccine rollouts in March 2021. Despite a negative gross domestic product (“GDP”) growth of -3.9% 
in Q1 2021, the economy rebounded in Q2 2021, with a 12.0% year-on-year GDP expansion. This 
positive trend continued throughout the year, resulting in a 5.6% GDP growth for the full year, 
surpassing the government's target of 5.0% to 5.5%. 
 
In 2022, despite the ongoing pandemic, increased vaccination rates and eased mobility restrictions 
allowed the Philippine economy to maintain its GDP growth, with growth rates of 8.2%, 7.5%, and 7.6% 
in the first, second, and third quarters, respectively. As of Q4 2022, the GDP posted a 7.2% growth, 
resulting in a full-year growth of 7.6%.  
 
In 2023, the Philippines posted the highest full-year GDP growth rate in Southeast Asia at 5.6%. The 
growth in the Philippine economy was driven by a resumption in commercial activities, public 
infrastructure spending, and growth in digital financial services. 
 
Any future deterioration in the Philippine economy could significantly impact the Company's business, 
financial stability, and operations, including its ability to expand and implement its business strategy. 
Changes in Philippine economic conditions could also have adverse effects on the Company's financial 
position and operations. 
 
Factors that might negatively affect the Philippine economy include decreases in business activities, 
scarcity of credit, exchange rate fluctuations, rising inflation or interest rates, employment levels, 
changes in fiscal policies, budget deficits, adverse trends in the current accounts, public health crises, 
natural disasters, political instability, terrorism, and regulatory or economic developments in the 
Philippines. 
 
A downturn in the Philippine economy could harm general business conditions, leading to reduced 
Company and subsidiary revenues, profitability, and cash flows. 
 
Political instability may have a material adverse impact on the Company’s operations and 
financial condition.   
 
The Philippines has from time to time experienced political and military instability. In recent history, 
there has been political instability in the Philippines, including impeachment proceedings against two 
former presidents and the chief justice of the Supreme Court of the Philippines, the nullification of the 
appointment of another chief justice, hearings on graft and corruption issues against various 
government officials, and public and military protests arising from alleged misconduct by previous and 
current administrations. There can be no assurance that acts of election-related or other political 
violence will not occur in the future, and any such events could negatively impact the Philippine 
economy.   
  
In addition, the Company may be affected by political and social developments in the Philippines and 
changes in the political leadership and/or government policies in the Philippines. Any major deviation 
from the policies of the previous administration or fundamental change of direction, including a change 
in the form of government, may lead to an increase in political or social uncertainty and instability. Such 
political or regulatory changes may include (but are not limited to) the introduction of new laws and 
regulations that could impact the Company’s business.   
  
There is no assurance that the political environment in the Philippines will be stable or that the current 
or any future government will adopt economic policies that are conducive to sustained economic growth 
or which do not materially and adversely impact the current regulatory environment for manufacturing 
companies. An unstable political or social environment in the Philippines could negatively affect the 
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general economic conditions and business environment in the Philippines which, in turn, could have a 
material and adverse impact on STN business, prospects, financial position and financial performance.    
  
No assurance can be given that any changes in such regulations or policies imposed by the 
Government from time to time or the future political environment in the Philippines will be stable or that 
current or future administrations will adopt economic policies conducive to sustaining economic growth. 
Political instability in the future could reduce consumer demand for retail and consumer goods to STN’s 
disadvantage, or result in inconsistent or sudden changes in regulations and policies that affect the 
Company’s business operations, which could have a material adverse impact on Steniel’s results of 
operations and financial condition.   
  
All of Steniel’s business activities and assets are based in the Philippines, which exposes STN 
to risks associated with the country, including the performance of the Philippine economy.   
 
Historically, the Company has derived a substantial portion of its operating income and operating profits 
from the Philippines and, as such, the Company is highly dependent on the state of the Philippine 
economy. Demand for its services and products are directly related to the strength of the Philippine 
economy (including its overall growth and income levels), the overall levels of business activity in the 
Philippines as well as the amount of remittances received from overseas Filipinos. In the past, the 
Philippines has experienced periods of slow or negative growth, high inflation, significant devaluation 
of its currency and the imposition of exchange controls. Other factors that may adversely affect the 
Philippine economy include:   
  

• decreases in business, industrial, manufacturing or financial activities in the Philippines, the 
Southeast Asian region or globally;   

• scarcity of credit or other financing, resulting in lower demand for products and services 
provided by companies in the Philippines, the Southeast Asian region or globally;   

• foreign exchange rate fluctuations and/or foreign exchange controls;   
• inflation or increase in interest rates;   
• levels of employment, consumer confidence and income;   
• changes in the Government’s fiscal and regulatory policies;   
• Government budget deficits;   
• public health epidemics or outbreaks of diseases, such as a worsening or resurgence of the 

COVID-19 pandemic, a re-emergence of polio, SARS, bird flu, or H1N1, or the emergence of 
other similar diseases in the Philippines or in other countries in Southeast Asia;   

• natural disasters, including but not limited to tsunamis, typhoons, earthquakes, fires, floods 
and similar events;   

• geopolitical tensions between the Philippines and other claimant countries concerning 
disputed territories in the West Philippine Sea;   

• delays in obtaining government approvals and permits;   
• a downgrade in the long-term foreign and local currency sovereign credit ratings of the 

Philippines or the related outlook for such ratings;   
• political instability, territorial disputes, terrorism or military conflict in the Philippines, other 

countries in the region or globally; and   
• other regulatory, social, political or economic developments in or affecting the Philippines.   

  
Any future deterioration in economic conditions in the Philippines due to these or other factors could 
materially and adversely affect its customers and contractual counterparties. This, in turn, could 
materially and adversely affect its financial position and operations. Therefore, changes in the 
conditions of the Philippine economy could materially and adversely affect STN’s business, financial 
condition or operations.   
  
Natural catastrophes, including severe weather conditions, may materially disrupt the 
Company’s operations and result in losses not covered by insurance.   
 
The Philippines, which is located along the Pacific Ring of Fire and a typhoon belt, has experienced a 
number of major natural catastrophes over the years, including typhoons, droughts, floods, volcanic 
eruptions and earthquakes.   
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In January 2020, the Taal Volcano entered into a period of intense unrest beginning with phreatic or 
steam-driven activity in several points inside the Main Crater that progressed into magmatic eruption. 
The Philippine Institute of Volcanology and Seismology (“PHIVOLCS”) raised the alert level to Alert 
Level 4 on January 12, 2020.  Pursuant to such events, PHIVOLCS ordered the total evacuation of the 
Volcano Island and high-risk areas within a 14-kilometer radius from the Taal Main Crater. PHIVOLCS 
has thereafter lowered the Alert Level covering Taal to Level 1, but subsequently raised it to Alert Level 
3 in March 2022 when Taal Volcano erupted again. While Taal Volcano currently has a classification of 
Alert Level 1, in September 2023, it spewed above average sulfur dioxide and volcanic smog, prompting 
authorities to close schools in dozens of cities and towns and to urge people to stay indoors. There can 
be no assurance that the Taal Volcano will not increase seismic activity or erupt in the future.  
  
In December 2021, Super Typhoon Odette/Rai brought strong winds and rain to the Philippines. In 
October 2022, Tropical Storm Paeng brought strong winds and heavy rains in Mindanao which caused 
flooding and landslides. Finally in December 2023, Tropical Storm Kabayan/Jelawat brought heavy 
rains across the Eastern Visayas and Mindanao regions.  
 
The Philippines is also situated in the “Pacific Ring of Fire”, a path along the Pacific Ocean characterized 
by active volcanoes and frequent earthquakes. Recent earthquakes in the region include a 6.7 
magnitude earthquake on November 17, 2023 in the province of Sarangani, and a 7.7 magnitude 
earthquake on December 2023, off the coast of Surigao del Sur. 
 
There can be no assurance that the occurrence of such natural catastrophes will not materially disrupt 
STN’s operations. These factors, which are not within the Company’s control, could potentially have 
significant effects on its operations.  
 
While STN carries insurance for certain catastrophic events, in amounts and with deductibles that the 
Company believes is  in line with general industry practices in the Philippines, there are losses for which 
the Company cannot obtain insurance at a reasonable cost or at all. However, should an uninsured loss 
or a loss in excess of insured limits occur, the Company could lose all or a portion of the capital invested 
in such business, as well as the anticipated future turnover, while remaining liable for any costs or other 
financial obligations related to the business. Any material uninsured loss could materially and adversely 
affect the business, financial position and results of operations of STN.   
  
Acts of terrorism could destabilize the country and could have a material adverse effect on the 
Company’s business, financial position and results of operations.   
 
The Philippines has been subject to a number of terrorist attacks in the past several years. The 
Philippine army has been in conflict with the Abu Sayyaf organization which has been identified as 
being responsible for kidnapping and terrorist activities in the Philippines and is also alleged to have 
ties to the Al-Qaeda terrorist network and, along with certain other organizations, has been identified 
as being responsible for certain kidnapping incidents and other terrorist activities particularly in the 
southern part of the Philippines.   
  
Furthermore, the Government and the Armed Forces of the Philippines (“AFP”) have been in conflict 
with members of several separatist groups seeking greater autonomy, including the Moro Islamic 
Liberation Front (“MILF”), the MNLF and the New People’s Army (“NPA”). There have been numerous 
bombing incidents in Mindanao and elsewhere in the Philippines, which have resulted in death and 
injury to the civilian population as well as military and security personnel.   
  
An increase in the frequency, severity or geographic reach of these terrorist acts, violent crimes, 
bombings and similar events could have a material adverse effect on investment and confidence in, 
and the performance of, the Philippine economy. Any such destabilization could cause interruption to 
STN’s business and materially and adversely affect the business, financial condition, and results of 
operations.  
  
These continued conflicts between the Government and separatist groups could lead to further injuries 
or deaths by civilians and members of the AFP, which could destabilize parts of the Philippines and 
adversely affect the Philippine economy. There can be no assurance that the Philippines will not be 
subject to further acts of terrorism or violent crimes in the future, which could have a material adverse 
effect on STN’s business, financial condition, and results of operations.   
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Territorial disputes with China and a number of Southeast Asian countries may disrupt the 
Philippine economy and business environment.   
 
The Philippines, China and several Southeast Asian nations have been engaged in a series of 
longstanding territorial disputes over certain islands in the West Philippine Sea, also known as the South 
China Sea. The Philippines maintains that its claim over the disputed territories is supported by 
recognized principles of international law consistent with the United Nations Convention on the Law of 
the Sea (“UNCLOS”). Despite efforts to reach a compromise, a dispute arose between the Philippines 
and China over a group of small islands and reefs known as the Scarborough Shoal.  
 
Actions taken by both sides have threatened to disrupt trade and other ties between the two countries, 
including a temporary ban by China on Philippine banana imports, a temporary suspension of tours to 
the Philippines by Chinese travel agencies and the rejection by China of the Philippines’ request for 
arbitral proceedings administered in accordance with the UNCLOS to resolve the disputes.   
  
In 2016, the Permanent Court of Arbitration ruled in favor of the Philippines against China over territorial 
disputes in the West Philippine Sea. The arbitral tribunal unanimously ruled, among others, that (a) 
China has “no historical rights” to the resources within the sea areas falling within the “nine-dash line;” 
(b) Chinese reclamation activity in the West Philippine Sea has caused irreparable damage to the 
environment, obligating the Chinese government to stop further activities in the West Philippine Sea; 
and (c) China has violated the Philippines’ sovereign rights in its exclusive economic zone by interfering 
with Philippine fishing and petroleum exploration, constructing artificial islands, and failing to prevent 
Chinese fishermen from fishing in the zone. However, China has said it will not recognize the ruling. 
With no formal enforcement mechanism in place, the territorial dispute in the West Philippine Sea 
remains contentious and unresolved.   
  
The Government, under the Duterte administration, has taken action to de-escalate tensions concerning 
the territorial dispute with China. On June 9, 2019, a fishing boat manned by Filipino fishermen was 
rammed by a Chinese vessel at Recto Bank, an underwater reef formation being claimed by both the 
Philippines and China in the portion of the South China Sea portion that Manila calls the West Philippine 
Sea. The Filipino fishermen were abandoned in open sea and were eventually rescued by a Vietnamese 
vessel. This incident increased tensions between China and the Philippines. The owners of the Chinese 
vessel have since apologized to the Filipino fishermen and remuneration is being arranged for the 
fishermen.  
  
In March 2021, more than 180 Chinese military vessels were spotted on Julian Felipe Reef in the West 
Philippine Sea. The presence of the vessels defied a diplomatic protest and a demand for the vessels 
to leave the area issued by then Philippine Defense Secretary Delfin Lorenzana.  
  
In February 2023, a Chinese Coast Guard ship purportedly harassed a Philippine Coast Guard vessel 
in the Ayungin Shoal in the West Philippine Sea. In September 2023, the Philippine Coast Guard 
reported that the Chinese Coast Guard has installed a floating barrier near the Bajo de Masinloc 
(Scarborough Shoal) in the West Philippine Sea in an attempt to prevent Filipino fishermen from 
entering the Scarborough Shoal. In a special operation conducted thereafter, the floating barrier was 
eventually removed by the Philippine Coast Guard.  
  
Should territorial disputes between the Philippines and other countries in the region continue or escalate 
further, the Philippines and its economy may be disrupted and STN’s operations could be adversely 
affected as a result. In particular, further disputes between the Philippines and China may lead both 
countries to impose trade restrictions on the other’s imports.    
  
There is no guarantee that tensions will not escalate further or that the territorial disputes among the 
Philippines and its neighboring countries, especially China, will cease. In an event of escalation, the 
Philippine economy may be disrupted and STN’s business and financial standing may be adversely 
affected. Any such impact from these disputes could adversely affect the Philippine economy, and 
materially and adversely affect STN’s business, financial condition, and results of operations.   
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Corporate governance and disclosure standards in the Philippines may differ from those in more 
developed countries.   
 
Although a principal objective of Philippine securities laws is to promote full and fair disclosure of 
material corporate information, there may be less publicly available information about Philippine public 
companies than is regularly made available by public companies in the U.S. and other countries. As a 
result, STN’s public shareholders may not have access to the same amount of information or have 
access to information in as timely of a manner as may be the case for companies listed in the U.S. and 
many other jurisdictions. Furthermore, although the Company complies with the requirements of the 
Philippine SEC with respect to corporate governance standards, these standards may differ from those 
applicable in other jurisdictions.   
  
Volatility in the value of the Philippine Peso against the U.S. dollar and other currencies as well 
as in the global financial and capital markets could adversely affect the Company’s business.   
 
The value of the Philippine Peso may be adversely affected by certain events and circumstances such 
as the strengthening of the U.S. economy, the rise of the interest rates in the U.S. and other events 
affecting the global markets or the Philippines, causing investors to move their investment portfolios 
from the riskier emerging markets such as the Philippines. Consequently, an outflow of funds and capital 
from the Philippines may occur and may result in increasing volatility in the value of the Philippine Peso 
against the U.S. Dollar and other currencies. As of December 31, 2024, according to the BSP reference 
exchange rate bulletin, the Philippine Peso was at ₱58.18 per U.S.$1.00 from ₱55.25 per U.S.$1.00 as 
of December 31, 2023. As of June 30, 2025, the Philippine Peso was at ₱56.58 against the U.S. dollar.   
  
Investors may face difficulties enforcing judgments against the Company. 
 
Considering that the Company is organized under the laws of the Republic of the Philippines, it may be 
difficult for investors to enforce judgments against STN obtained outside of the Philippines. In addition, 
majority of the Company’s directors and officers are residents of the Philippines, and all or a substantial 
portion of the assets of such persons are located in the Philippines.  
 
As a result, it may be difficult for investors to effect service of process upon such persons, or to enforce 
against them judgments obtained in courts or arbitral tribunals outside the Philippines predicated upon 
the laws of jurisdictions other than the Philippines.  
  
The Philippines is party to the United Nations Convention on Recognition and Enforcement of Foreign 
Arbitral Awards, but it is not party to any international treaty relating to the recognition or enforcement 
of foreign judgments. Nevertheless, the Philippine Rules of Civil Procedure provide that a final and 
conclusive judgment of a foreign court is enforceable in the Philippines through an independent action 
for the enforcement of a foreign judgment or final order, and without re-trial or re-examination of the 
issues unless: (i) such judgment was obtained by collusion or fraud, (ii) the foreign court rendering such 
judgment did not have jurisdiction, (iii) such order or judgment is contrary to good customs, public order, 
or public policy of the Philippines, (iv) the party against whom the enforcement is sought did not receive 
notice of the proceedings before the foreign court, or (v) such judgment was based upon a clear mistake 
of law or fact.  
  
Developments outside of the Philippines, including U.S. policies related to global trade and 
tariffs could adversely affect the Company’s business and operations.   
 
The current international political environment, including existing and potential changes to U.S. policies 
related to global trade and tariffs, have resulted in uncertainty surrounding the future state of the global 
economy. Since 2018, the U.S. began to increase or impose tariffs on many products, particularly from 
China, including, but not limited to, solar panels, steel and aluminum products, consumer electronics, 
and industrial chemicals. In response, the European Union, China and other affected jurisdictions have 
introduced tariffs on U.S. goods. An escalating trade war may have material adverse effects on the 
power industry and STN’s business may be impacted by these tariffs. Any further expansion in the types 
or levels of tariffs implemented has the potential to negatively impact STN’s business, financial condition 
and results of operations. Additionally, there is a risk that the U.S. tariffs on imports are met with tariffs 
on U.S. produced exports and that a broader trade conflict could ensue, which has the potential to 
significantly impact global trade and economic conditions.  
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Potential costs and any attendant impact on pricing arising from these tariffs and any further expansion 
in the types or levels of tariffs implemented could adversely affect STN’s business, financial condition 
and results of operations.  
 
Since the beginning of his current term, U.S. President Trump has implemented additional tariffs on 
imports from Canada, Mexico, and China. Although there are no immediate indications of similar tariffs 
to be implemented on imports from the Philippines, the potential for future trade barriers still cannot be 
discounted. Furthermore, the U.S.’ imposition of additional tariffs on imports from other countries may 
likely result in increased consumer prices, retaliatory tariffs and trade wars, and overall market volatility 
and disruptions of the global supply chain. 
 
Economic disruption in other countries, even in countries in which we do not currently conduct business 
or have operations, could also adversely affect STN’s businesses and results. Adverse market and 
economic conditions continue to create a challenging operating environment for financial services 
companies. In particular, the impact of interest and currency exchange rates, the risk of geopolitical 
events, fluctuations in commodity prices and concerns about European stagnation as well as diverging 
monetary policies among the major economies have affected financial markets and the economy.   
  
In addition to the macroeconomic factors discussed above, other events beyond STN’s control, 
including terrorist attacks, cyberattacks, military conflicts, economic or political sanctions, disease 
pandemics, political unrest or natural disasters could have a material adverse effect on economic and 
market conditions, market volatility and financial activity, with a potential related effect on STN’s 
businesses and results.  
  
There can be no assurance that the uncertainties affecting global markets will not negatively impact 
credit markets in Asia, including in the Philippines. These developments may adversely affect trade 
volumes with potentially negative effects on the Philippines.   
  
Any economic slowdown or deterioration in economic conditions in the Philippines may adversely affect 
STN’s business and operations in the Philippines.  In the past, the Philippines has experienced periods 
of slow or negative growth, high inflation, significant devaluation of the Philippine currency, imposition 
of exchange controls, debt restructuring and electricity shortages and blackouts.   
  
Public health epidemics, such as the COVID-19 pandemic, and outbreaks of diseases along with 
measures intended to prevent its spread could have a material adverse effect on the Company’s 
business, results of operations, cash flows and financial condition.  
 
In April 2009, an outbreak of the H1N1 virus, commonly referred to as “swine flu,” occurred in Mexico 
and spread to other countries, including the Philippines. In August 2014, the World Health Organization 
(“WHO”) declared the Ebola outbreak that originated in West Africa as an international health 
emergency in view of the rising death toll due to the disease. That month, a Filipino seaman in Togo 
was quarantined for exhibiting symptoms of Ebola virus infection but was later released after testing 
negative for the disease. While still Ebola-free, the Philippines, however, remains vulnerable to 
exposure and spread of the disease for the following reasons:  (a) the considerable number of overseas 
Filipino workers in the Ebola-hit West African countries;(b) the impact of international travel which raises 
the probability of transmission; and (c) lack of the necessary infrastructure to contain the spread of the 
disease. In March 2016, the Director-General of WHO terminated the Public Health Emergency of 
International Concern on the Ebola Virus Disease outbreak.  
  
In February 2015, a Filipina nurse who arrived from Saudi Arabia tested positive for the MERS-CoV 
(i.e., the Middle East Respiratory Syndrome-Corona virus). She was quarantined, received medical 
treatment, and later discharged and cleared of the disease by the Department of Health. All known 
contacts of the said nurse, including some passengers in the same flight that arrived from Saudi Arabia, 
were also cleared of the infection, putting the country once again free of an active case of the disease.  
  
In March 2016, reports of an American woman who stayed in the Philippines for four weeks in January 
2016, tested positive for the Zika virus upon returning home, indicating the local transmission of the 
disease through the Aedes aegypti mosquito. In May 2016, a South Korean national was reported to 
have acquired the infection while visiting the Philippines, following earlier reports of two other confirmed 
cases of the viral infection in the country. All of the patients had recovered, indicating that the Zika viral 
infection acquired in the country was self-limiting. In August 2017, an outbreak of bird flu from a poultry 
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farm in Central Luzon was confirmed, and the avian influenza strain was later found to be transmissible 
to humans.  
 
In response to the outbreak, restrictions on the transport and sale of birds and poultry products outside 
a seven-kilometer radius control area surrounding the affected site were imposed. The Philippines has 
since been cleared of any human infection of the avian influenza virus.  
  
In late 2019, COVID-19, an infectious disease that was first reported to have been transmitted to 
humans in 2019 has spread globally over the course of 2020, and in March 2020, it was declared as a 
pandemic by the World Health Organization. While the WHO has declared the COVID-19 pandemic to 
be over in May 2023, there are still active and recurring cases globally, including in the Philippines. In 
July 2023, the President of the Philippines issued Presidential Proclamation No. 297 effectively lifting 
the State of Public Health Emergency throughout the Philippines brought about by the COVID-19 
pandemic.  
  
The extent of the impact of COVID-19 on the Philippine economy and the speed and certainty of any 
economic recovery cannot be predicted for certain, and any new surge in infections may result in stricter 
quarantine or lockdown measures across provinces, cities and municipalities and may lead to further 
contraction of the Philippine economy, closure of businesses, and rise in unemployment rates.  
  
Since early May 2022, cases of monkeypox have been reported from countries where the disease is 
not endemic and continue to be reported in several endemic countries. In July 2022, WHO Director-
General Tedros Adhanom Ghebreyesus declared the ongoing monkeypox outbreak a Public Health 
Emergency of International Concern.  
 
In 2023, an outbreak of the Nipah virus was reported in India. According to the WHO, patients who 
contracted the Nipah virus have a 40% to 75% mortality rate depending on the public health response 
to the virus. In September 2023, the Department of Health confirmed that there are no cases of Nipah 
virus in the Philippines.  
  
If the outbreak of the Ebola virus, MERS-CoV, Zika virus, bird flu, polio, COVID-19, monkeypox, Nipah 
virus, or any public health epidemic becomes widespread in the Philippines or increases in severity, it 
could have an adverse effect on economic activity in the Philippines, and could materially and adversely 
affect STN’s business, financial condition and results of operations.  
  
The credit ratings of the Philippines may restrict the access to capital of Philippine companies, 
including the Company.  
 
Historically, the Philippines’ sovereign debt has been rated non-investment grade by international credit 
rating agencies. In 2019, the Philippines’ long-term foreign currency-denominated debt was upgraded 
by S&P Global (“S&P”), to BBB+ with stable outlook, while Fitch Ratings (“Fitch”), and Moody’s 
Investors Service (“Moody’s”), affirmed the Philippines’ long-term foreign currency-denominated debt 
to the investment-grade rating of BBB and Baa2, respectively, with a stable outlook. On February 28, 
2020, Fitch revised its rating of Philippines long-term foreign currency-denominated debt to BBB, with 
a positive outlook, following its expectation that sound macroeconomic management will continue to 
support high growth rates with stable inflation while ongoing tax reforms were expected to improve fiscal 
finances.  
 
On May 7, 2020, Fitch affirmed its rating of Philippines long-term foreign currency-denominated debt to 
BBB, but revised the outlook to stable, to reflect the deterioration in the Philippines’ near-term 
macroeconomic and fiscal outlook as a result of the impact of the COVID-19 pandemic and domestic 
lockdown to contain the spread of the virus. In May 2020, S&P and Moody’s affirmed their ratings of 
BBB+ and Baa2, with stable outlook, respectively, for the Philippines’ long term foreign currency-
denominated debt. In November 2022, S&P’s affirmed its rating of BBB+, with stable outlook, for the 
Philippines’ long-term foreign currency-denominated debt. In February 2022, Fitch affirmed its rating of 
Philippines long-term foreign currency-denominated debt to BBB, with a negative outlook. In September 
2022, Moody’s affirmed its rating of Baa2, with stable outlook. As of November 2023, S&P maintained 
its BBB+ long-term credit rating for the Philippines with a stable outlook, as well as an A-2 short-term 
credit rating for the Philippines. 
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The Government’s credit ratings directly affect companies domiciled in the Philippines as international 
credit rating agencies issue credit ratings by reference to that of the sovereign. No assurance can be 
given that Fitch, Moody’s, S&P, or any other international credit rating agency will not downgrade the 
credit ratings of the Government in the future and, therefore, Philippine companies. Any such 
downgrade could have a material adverse impact on the liquidity in the Philippine financial markets, the 
ability of the Government and Philippine companies, including STN, to raise additional financing, and 
the interest rates and other commercial terms at which such additional financing is available.  
  
 
RISKS RELATING TO THE OFFER AND THE OFFER SHARES  
 
Upon listing with the PSE, the Common Shares will be subject to PSE rules and regulations, 
which amendments thereto may adversely affect the Common Shares.  
  
From time to time, the PSE may issue changes to rules and regulations applicable to the Company 
which may affect the trading of the Common Shares. The PSE has recently proposed amendments to, 
among others, revise the criteria on what constitutes public and non-public shares by removing “purpose 
of investment” as a criterion, and categorically characterizing 10% ownership of the outstanding 
common shares in a listed company as “significant shareholdings”. Given this, the shares held by 
investors that constitute at least 10% of the outstanding common shares in a listed company may now 
be deemed privately held, regardless of the purpose of such investment in the listed company. 
 
This change increases the exposure of the Company to breach the requirement on the minimum public 
ownership (“MPO”), which may result a trading suspension and, if not rectified, delisting. In turn, this 
exposes investors to risks of being unable to trade their shares, and limits the extent of their potential 
investments, considering that there is now a proposed quantifiable threshold that may determine 
whether shares are publicly or privately held.  
  
The market price of the Common Shares may be volatile, which could cause the value of 
investors’ investments in the Common Shares to decline.   
 
The Philippine securities markets are substantially smaller, less liquid, and more volatile relative to 
major securities markets in the United States and other jurisdictions, and are not as highly regulated or 
supervised as some of these other markets are. The Offer Price could differ significantly from the price 
at which the Common Shares will trade subsequent to completion of the Offer. There is no assurance 
that investors may sell the Offer Shares at prices or at times deemed appropriate.  
  
The market price of the Common Shares could be affected by several factors, including: volatility in 
stock market prices and volume; fluctuations in STN’s consolidated revenue, cash flow and earnings; 
general market, political and economic conditions; changes in earnings estimates and 
recommendations by financial analysts; differences between STN’s actual financial and operating 
results and those expected by investors and financial analysts; changes in market valuations of listed 
stocks in general and other retail stocks in particular; the market value of STN’s assets; market news 
and rumors; changes to Government policy, legislation or regulations; changes in STN’s relationships 
with regulators; STN’s dividend policy; future sales of STN’s equity or equity-linked securities; and 
general operational and business risks.  
  
In addition, many of the risks described elsewhere in this Prospectus could materially and 
adversely affect the market price of the Common Shares.  
  
In part as a result of recent global economic downturns, the global equity markets have experienced 
price and volume volatility that has affected the share prices of many companies. Share prices for many 
companies have experienced wide fluctuations that have often been unrelated to the operating 
performance of those companies. Fluctuations such as these could adversely affect the market price of 
the Common Shares. There is no assurance that the Company will be able to manage such risk.  
  
The PSE recently announced the immediate effectivity of its guidelines for short selling transactions, 
following regulatory support by the SEC. Pursuant to this development, investors may opt to take 
advantage of declining market prices of eligible securities. These eligible securities, however, only 
includes member companies of the PSE index and exchange traded funds, which criteria may be 
subject to review and amendment by the PSE from time to time.  
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There can be no guarantee that the Offer Shares will be listed on the PSE, or that there will be 
no regulatory action that could delay or affect the Offer.  
 
Purchasers of the Trading Participants and Retail Offer Shares will be required to pay for such Offer 
Shares on the Trading Participants and Retail Offer Settlement Date, which is expected to be on or 
about [l] and purchasers of the Institutional Offer Shares will be required to pay on the Institutional 
Offer Settlement Date, which is expected to be on or about [l]. There can be no guarantee that listing 
will occur on the anticipated Listing Date or at all. Delays in the admission and the commencement of 
trading in shares on the PSE have occurred in the past. If the PSE does not admit the Offer Shares 
onto the PSE, the market for the Offer Shares will be illiquid and shareholders may not be able to trade 
the Offer Shares. This may materially and adversely affect the value of the Offer Shares.  
  
The Offer Shares may not be a suitable investment for all investors.  
 
Each prospective investor in the Offer Shares must determine the suitability of that investment in light 
of its own circumstances. In particular, each prospective investor should: (i) have sufficient knowledge 
and experience to make a meaningful evaluation of the Company and its business, the merits and risks 
of investing in the Offer Shares and the information contained in this Prospectus; (ii) have access to, 
and knowledge of, appropriate analytical tools to evaluate, in the context of its particular financial 
situation, an investment in the Offer Shares and the impact the Offer Shares will have on its overall 
investment portfolio; (iii) have sufficient financial resources and liquidity to bear all of the risks of an 
investment in the Offer Shares, including where the currency for purchasing and receiving dividends on 
the Offer Shares is different from the potential investor’s currency; (iv) understand and be familiar with 
the behavior of any relevant financial markets; and (v) be able to evaluate (either alone or with the help 
of a financial advisor) possible scenarios for economic, interest rate and other factors that may affect 
its investment and its ability to bear the applicable risks.  
 
Future sales of shares in the public market could adversely affect the prevailing market price of 
the Common Shares and shareholders may experience dilution in their holdings.  
 
In order to finance the expansion of the Company’s business and operations, the Board will consider 
the funding options available to them at the time, which may include the issuance of new shares. In 
accordance with Article Eleventh of the Company’s Articles of Incorporation, the Company’s 
stockholders shall have no pre-emptive right to subscribe to any issue or disposition of shares of any 
class. While the Revised Corporation Code of the Philippines and the listing rules of the PSE provide 
for some degree of minority shareholders’ protection, if additional funds are raised by STN through the 
issuance of new equity or equity-linked securities other than on a pro rata basis to existing shareholders 
such as through a share rights offer, the percentage ownership of existing shareholders may be 
reduced, shareholders may experience subsequent dilution or such securities may have rights, 
preferences and privileges senior to those of the Offer Shares.   
  
Further, the market price of the Common Shares could decline as a result of future sales of substantial 
amounts of the Common Shares in the public market or significant sales, including by STN’s 
shareholders, or the issuance of new shares, or the perception that such sales, transfers or issuances 
may occur. This could also materially and adversely affect the prevailing market price of the Common 
Shares or the Company’s ability to raise capital in the future at a time and at a price the Company 
deems appropriate.  
  
Under the Revised Rules on Backdoor Listing, (i) shares acquired pursuant to the transaction giving 
rise to backdoor listing shall be locked up from closing or completion of the transaction until six (6) 
months after the conduct of the public offering and (ii) shares held by stockholders owning at least ten 
percent (10%) of the total issued and outstanding shares shall be locked up for one (1) year from closing 
or completion of the transaction giving rise to backdoor listing. In STN’s case, the transaction giving rise 
to the backdoor listing was the Company’s reacquisition of SMPC occurred in 2019 and the 269,250,000 
shares issued in relation thereto were issued on December 20, 2020. Hence, the lock-up requirement 
does not apply to STN. 
 
Nonetheless, certain shareholders have agreed with the Issue Manager and Sole Underwriter that they 
will not, without the prior written consent of the Manager and Sole Underwriter, sell, assign or in any 
manner dispose of their Shares for a minimum period of 180 days after the Listing Date. To implement 
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the lock-up requirement, the Company and the foregoing shareholders shall enter into an escrow 
agreement with RCBC Trust, the Escrow Agent for the Lock-Up Shares. 
 
Except for such restrictions, there is no restriction on STN’s ability to issue Common Shares or the 
ability of any of the Company’s shareholders to dispose of, encumber or pledge, their Common Shares, 
and there can be no assurance that the Company will not issue shares or that such shareholders will 
not dispose of, encumber or pledge, their common shares.  
  
Investors may incur immediate and substantial dilution as a result of purchasing Common 
Shares in the Offer.  
 
The issue price of the Common Shares in the Offer may be substantially higher than the net tangible 
book value of net assets per share of the outstanding Common Shares. Therefore, purchasers of 
Common Shares in the Offer may experience immediate and substantial dilution and the Company’s 
existing shareholders may experience a material increase in the net tangible book value of net assets 
per share of the Common Shares they own. See the Dilution section of this Prospectus.  
 
The relative volatility and illiquidity of the Philippine securities market may substantially limit 
investors’ ability to sell the Offer Shares at a suitable price or at a time they desire.  
 
The Philippine securities markets are substantially smaller, less liquid, and more volatile relative to 
major securities markets in the United States and other jurisdictions, and are not as highly regulated or 
supervised as some of these other markets are. The Offer Price could differ significantly from the price 
at which the Common Shares will trade subsequent to completion of the Offer. There is no assurance 
that investors may sell the Offer Shares at prices or at times deemed appropriate.  
  
In recent years, stock markets, including the PSE, have experienced extreme price and volume 
fluctuations. This volatility has had a significant effect on the market price of securities issued by many 
companies for reasons unrelated to the operating performance of these companies. These broad 
market fluctuations may adversely affect the market price of STN’s Common Shares. There is no 
assurance that the Company will be able to manage such risk.  
  
Shareholders may be subject to limitations on minority shareholders’ rights and regulations 
may differ from those in more developed countries.  
 
The Company’s corporate affairs are governed by its Articles of Incorporation and By-Laws and the 
Revised Corporation Code of the Philippines. The laws of the Philippines relating to the protection of 
interests of minority shareholders differ in some respects from those established under the laws of more 
developed countries. Such differences may mean that STN’s minority shareholders may have less 
protection than they would have under the laws of more developed countries.  
 
The obligation under Philippine law of majority shareholders and directors with respect to minority 
shareholders may be more limited than those in certain other countries such as the United States or 
the United Kingdom. Consequently, minority shareholders may not be able to protect their interests 
under current Philippine law to the same extent as in certain other countries.  
  
The Revised Corporation Code of the Philippines, however, provides for minimum minority 
shareholders protection in certain instances wherein a vote by the shareholders representing at least 
two-thirds of outstanding capital stock is required. The Revised Corporation Code of the Philippines 
also grants shareholders an appraisal right allowing a dissenting shareholder to require the corporation 
to purchase his shares in certain instances; provided, however, that no payment shall be made unless 
the corporation has unrestricted retained earnings in its books to cover such payment. As of June 30, 
2025, the Company has a retained deficit of Php841.8 million. As a result, the Company may be 
constrained from purchasing the shares in case shareholders exercise their appraisal right. Derivative 
actions are rarely brought on behalf of companies in the Philippines.  
 
Accordingly, there can be no assurance that legal rights or remedies of minority shareholders will be 
the same, or as extensive, as those available in other jurisdictions or sufficient to protect the interests 
of minority shareholders.  
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Future changes in the value of the Philippine Peso against the U.S. dollar and other currencies 
will affect the foreign currency equivalent of the value of the Common Shares and any dividends.  
 
Fluctuations in the exchange rate between the Philippine Peso and other currencies will affect the 
foreign currency equivalent of the Philippine Peso price of the Common Shares on the PSE. Such 
fluctuations will also affect the amount in foreign currency received upon conversion of cash dividends 
or other distributions paid in Philippine Pesos by STN on, and the Philippine Peso proceeds received 
from any sales of, the Common Shares.   
  
The Philippine economy has experienced volatility in the value of the Philippine Peso and also 
limitations to the availability of foreign exchange. In July 1997, the BSP announced that the Philippine 
Peso can be traded and valued freely on the market. As a result, the value of the Philippine Peso 
underwent significant fluctuations between July 1997 and December 2004 and the Philippine Peso 
declined from approximately ₱29.00 to U.S.$1.00 in July 1997 to ₱56.18 to U.S.$1.00 by December 
2004. As of December 31, 2024, according to the BSP reference exchange rate bulletin, the Philippine 
Peso was at ₱58.01 per U.S.$1.00 from ₱55.25 per U.S.$1.00 as of December 31, 2023. As of June 
30, 2025, the Philippine Peso was at ₱56.58 against the U.S. dollar.    
  
The transfer of Offer Shares is restricted in certain jurisdictions which may adversely affect their 
liquidity and the price at which they may be sold.  
 
The Offer Shares have not been registered under, and the Company is not obligated to register the 
Offer Shares under, the U.S. Securities Act or the securities laws of any jurisdiction (other than the 
Philippines) and, unless so registered, may not be offered or sold except pursuant to an exemption 
from, or a transaction not subject to, the registration requirements of the U.S. Securities Act and any 
other applicable laws. See the Plan of Distribution section and the Summary of the Offer—Transfer 
Restrictions section of this Prospectus. The Company has not agreed to or otherwise undertaken to 
register the Offer Shares in such under the U.S. Securities Act or under the securities laws of any 
jurisdiction (other than in the Philippines), and the Company has no intention of doing so.  
  
Overseas shareholders may not be able to participate in STN’s future rights offerings or certain 
other equity issues.  
 
If STN offers or causes to be offered to holders of the Offer Shares rights to subscribe for Common 
Shares or any right of any other nature, the Company will have discretion as to the procedure to follow 
in making such rights available to holders of the Offer Shares or in disposing of such rights for the 
benefit of such holders and making the net proceeds available to such holders. For example, such rights 
may not be offered to holders of the Common Shares who are U.S. persons (as defined in Regulation 
S) or have a registered address in the U.S. unless: (i) a registration statement is in effect, if a registration 
statement under the U.S. Securities is required in order for the Issuer to offer such rights to holders of 
securities represented by such rights; or (ii) the offer and sale of such rights or the underlying securities 
to such holders are exempt from registration under the provisions of the U.S. Securities Act.  
  
The Company has no obligation to prepare or file any registration statement outside of the Philippines 
if the offer and sale of rights to purchase securities or the underlying securities are exempted from the 
applicable registration requirements. Accordingly, shareholders who are subject to similar restrictions 
may be unable to participate in rights offerings and may experience a dilution in their holdings.  
 
Overseas shareholders may be subject to restrictions on repatriation of Philippine Pesos 
received with respect to the Common Shares.  
 
Under BSP regulations, as a general rule, Philippine residents may freely dispose of their foreign 
exchange receipts and foreign exchange may be freely sold and purchased outside the Philippine 
banking system. Restrictions exist on the sale and purchase of foreign exchange within the Philippine 
banking system. In particular, a foreign investment must be registered with the BSP if foreign exchange 
needed to service the repatriation of capital and the remittance of dividends, profits and earnings which 
accrue thereon is sourced from the Philippine banking system. See the Regulatory and Environmental 
Matters – Other Laws – Registration of Foreign Investment and Exchange Controls section of this 
Prospectus.  
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Developments in other markets and countries may adversely affect the Philippine economy and, 
therefore, the market price of the Common Shares.  
 
In the past, the Philippine economy and the securities of Philippine companies have been, to varying 
degrees, influenced by economic and market conditions in other countries, especially other countries 
in Southeast Asia, as well as investors’ responses to those conditions. Although economic conditions 
are different in each country, investors’ reactions to adverse developments in one country may affect 
the market price of securities of companies in other countries, including the Philippines.  
Accordingly, adverse developments in the global economy could lead to a reduction in the demand for, 
and market price of, the Common Shares. There is no assurance that the Company will be able to 
manage such risk.  
  
The Company’s shares are subject to Philippine foreign ownership limitations. 
 
The Philippine Constitution and related statutes restrict land ownership to Philippine Nationals. The 
term “Philippine National” as defined under Republic Act No. 7042 or the Foreign Investments Act, as 
amended, means a citizen of the Philippines, a domestic partnership or association wholly owned by 
citizens of the Philippines or a corporation organized under the laws of the Philippines of which at 
least 60% of the capital stock outstanding and entitled to vote is owned and held by citizens of the 
Philippines, or a corporation organized abroad and registered to do business in the Philippines under 
the Revised Corporation Code of which 100% of the capital stock outstanding and entitled to vote is 
wholly owned by Filipinos or a trustee of funds for pension or other employee retirement or separation 
benefits, where the trustee is a Philippine national and at least 60% of the fund will accrue to the benefit 
of Philippine Nationals. 
 
On May 20, 2013, the Philippine SEC issued Memorandum Circular No. 8, Series of 2013 which 
provided guidelines (the “Guidelines”) on compliance with the Filipino-Foreign ownership requirements 
under the Philippine Constitution and other existing laws by corporations engaged in nationalized or 
partly nationalized activities (the “Nationalized Corporations”). The Guidelines provide that for 
purposes of determining compliance with the foreign equity restrictions in Nationalized Corporations, 
the required percentage of Filipino ownership shall be applied to both (a) the total number of outstanding 
shares of stock entitled to vote in the election of directors, and (b) the total number of outstanding shares 
of stock, whether or not entitled to vote in the election of directors. The validity of this Memorandum 
Circular and its interpretation of the rules on corporate nationality have been affirmed by the Supreme 
Court. 
 
As of the date of this Prospectus, the STN Subsidiaries own private lands in the Philippines.  In order 
that said STN Subsidiaries will remain compliant with the foreign ownership limitations, the aggregate 
foreign ownership in the Company is limited to a maximum of 40% of its issued and outstanding capital 
stock, the Company cannot allow the issuance or the transfer of its common shares to persons other 
than Philippine Nationals and cannot record transfers in its books if such issuance or transfer would 
result in the Company ceasing to be a Philippine National. This restriction may adversely affect the 
liquidity and market price of the common shares to the extent international investors are not permitted 
to purchase common shares in normal secondary transactions. 
 
The intended use of the proceeds of the Offer may be delayed or may not materialize.  
 
The net proceeds from the sale of the Offer Shares are intended to be used for the purposes and in the 
manner set out in the Use of Proceeds section of this prospectus. In particular, the net proceeds from 
the sale of the Offer Shares shall be used by STN to fund the Company’s capital expenditures and 
pipeline project development. The Company may encounter certain unforeseen events that may delay 
the commencement of construction or operation. Moreover, the Company’s management will have 
discretion over the detailed use and investment of the net proceeds of the Offer and the Company may 
not use the proceeds from the sale of the Offer Shares in the exact manner set in the Use of Proceeds.   
 
RISKS RELATING TO CERTAIN INFORMATION IN THE PROSPECTUS  
 
Certain information contained herein is derived from unofficial publications.  
 
Certain information in this Prospectus relating to the Philippines, the industry and market, generally, 
including statistics relating to market size, is derived from various Government and private publications. 
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This Prospectus also contains industry information which was prepared from available public sources 
and independent market research conducted by Euromonitor. The information contained in that section 
may not be consistent with other information regarding Steniel’s industry. Similarly, industry forecasts 
and other market research data, including those contained or extracted herein, have not been 
independently verified by the Company, the Issue Manager and Sole Underwriter nor any of their 
respective affiliates or advisors, and may not be accurate, complete, up to date or consistent with other 
information compiled within or outside the Philippines. Prospective investors are cautioned accordingly. 
‘ 

(This space was intentionally left blank) 
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USE OF PROCEEDS 
 
At an Offer Price from Php1.80 to Php2.00 per Offer Share, the Company expects to raise up to 
Php315.3 million of gross proceeds from the Offer Shares. The Company estimates that net proceeds 
from the Offer Shares will be approximately up to Php297.7 million after deducting the fees, 
commissions, taxes and other expenses in relation to the Firm Offer payable by the Company 
amounting to approximately Php17.5 million. 
 
The following table shows the breakdown of the Estimated Net Proceeds: 
 

Estimated Net Proceeds12 

Primary Offer Shares (in Php)  
 At an Offer Price 

of Php1.80 
At an Offer Price 

of Php2.00 
Gross Proceeds 283,766,254.20 315,295,838.00 
Estimated expenses:    
Underwriting fees for the Firm Offer13 6,000,000.00 6,300,000.00 
Fees to be paid to the PSE Trading Participants14 567,540.00 553,500.00 
Documentary stamp taxes 1,535,944.56 1,811,879.19 
SEC registration, research and listing fees 288,876.42 320,973.80 
PSE listing fee 312,142.88 346,825.42 
Estimated professional fees:    
Legal Fees15 2,000,000.00 2,000,000.00 
Audit Fees 200,000.00 200,000.00 
Stock and Transfer and Receiving Agency Fees 750,000.00 750,000.00 
Share Lock Up Escrow Agency Fees 80,000.00 80,000.00 
Estimated other expenses16 5,275,000.00 5,275,000.00 
Total Estimated Offer Expenses from the Offer 17,009,503.86 17,638,178.41 
Estimated Net Proceeds from the Offer 266,756,750.34 297,657,659.59 

 
 
The actual underwriting and selling fees and other Offer-related expenses may vary from the estimated 
amounts. The estimated expenses set forth in the table above reflect the estimated expenses relating 
to the sale of the Offer Shares and are presented in this Prospectus for convenience only.  
 
Use of proceeds from the sale of Offer Shares 
 
The use of proceeds for this Offer will be based on the following order of priority of activities and subject 
to the succeeding paragraph: 
 

Use of Proceeds Estimated Amounts 
(Php millions) 

% Disbursement 
Schedule 

Development of expansion 
of the facility in Panabo, 
Davao del Norte 

250,000,000.00 84.0% 4Q25 – 2H26 

General working capital 47,657,659.59 16.0% 4Q25 
 
STN intends to infuse the proceeds of the Offer into SMPC through equity subscriptions to be conducted 
after the Offer. In the event that the Offer is conducted at an Offer Price of Php1.80 per share, the 
amount allocated for general working capital will be adjusted accordingly.  
 

 
12 Sum of the individual estimated expenses may not necessarily tally with the total due to rounding adjustments. 
13 The estimated fees of the Issue Manager, Sole Underwriter, which is approximately 1.75% of the gross proceeds, excludes 
the fees payable to the PSE Trading Participants 
14 Brokers/Dealers’ compensation will be 1% of the portion sold by Trading Participants 
15 Legal fees of the Issuer’s counsel. 
16 The Estimated other expenses include printing fees (approximately Php650,000.00), marketing costs (approximately 
Php1,600,000.00), and market research consultants (Php1,644,500.00), and provision for out-of-pocket expenses 
(Php1,400,000.00) related to the Offer. 
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As of the date of this Prospectus, SMPC has yet to adopt a dividend policy.  However, SMPC’s Board 
may, at any time, declare dividends and/or formally adopt a dividend policy depending upon the 
Company’s capital expenditure plans and/or any terms of financing facilities entered into to fund its 
current and future operations and projects. 
 
Development of expansion of the facility in Panabo, Davao del Norte 
 
Company intends to expand its existing warehouse in Panabo, Davao del Norte into a new logistics and 
production facility. To this end, the Company is currently in the process of applying for and securing the 
necessary permits to undertake the expansion. This facility is intended to help STN adapt to changing 
customer preferences and remain the corrugated box provider of choice.  
 
The expansion of the Panabo Facility will be comprised of an expanded warehouse spanning 1.9 
hectares, with a total projected cost of Php250.0 million. This will allow STN to cater to a broader range 
of customers that require just-in-time inventory management. This may also translate to further cost 
savings, as it allows STN to reduce its leased warehouse space while increasing its overall storage 
capacity. 
 
The estimated cost for the development are as follows: 
 

 Details 
Land Development Cost Php5.0 million 
Permits and Licenses* Php1.5 million 
Construction Cost Php243.5 million 
Total projected cost Php250.0 million 

*Permits and licenses include Environmental Compliance Certificate from the Department of 
Environment and Natural Resources and the building permit from the local government.  

 
Any shortfall in the total proceeds raised and the balance of the construction cost shall be funded by 
internally generated funds from business operations.  
 
As of the date of this Prospectus, the Company’s warehouse capacity is 38,000 metric tons across its 
warehouses throughout Davao City. Meanwhile, the planned Panabo Expansion will have an aggregate 
capacity of over 58,000 tons. Subsequent expansion plans intended to increase its storage capacity will 
be implemented once the Company sees adequate market demand. 
   
The indicative timeline for the Panabo Facility is as follows:  
 

 Details 
Completion of permits 4Q25 
Start of construction 1Q26 
Completion of construction 2H26 

  
Working capital  
 
STN intends to allocate the remaining proceeds of the Offer amounting to [Php47,657,659.59] to fund 
the working capital requirements of the Company and the STN Subsidiaries. Note that the Company’s 
operations are working capital intensive, as STN must maintain sufficient buffer stock of raw materials 
to ensure continuous production. Moreover, STN expects its working capital requirements to increase 
as operations continue to scale and revenues grow.  
 
As of June 30, 2025, STN’s total working capital requirements have amounted to Php372 million.  
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Undertaking on the Use of Proceeds  
  
The proposed use of proceeds described above represents the Company’s best estimate of the use of 
the net Offer proceeds. The actual amount and timing of disbursement of the net proceeds from the 
Offer based on the uses stated above will depend on factors such as changing market conditions or 
new information regarding the cost or feasibility of the Company’s plans. Cost estimates may change 
as the Company develops its plans, and actual costs may be different from the budgeted costs. For 
these reasons, the Company may find it necessary or advisable to reallocate the net Offer proceeds 
within the categories described above, or to alter plans.  
  
Other than as described above, no part of the net proceeds from the Offer Shares shall be used to 
acquire assets outside of the ordinary course of business or finance the acquisition of other businesses, 
or to reimburse any officer, director, employee or shareholder of the Company for services rendered, 
assets previously transferred, money loaned or advanced, or otherwise. No amount of the net proceeds 
of the Offer will be lent to any of the Company's Affiliates.  
 
The actual amount and timing of disbursement of the net proceeds from the Offer Shares for the uses 
stated above will depend on various factors which include, among others, changing market conditions 
or new information regarding the cost or feasibility of STN’s expansion projects. STN’s cost estimates 
may change as the Company develops STN’s plans, and actual costs may be different from STN’s 
budgeted costs.  
 
To the extent that the net proceeds from the Offer Shares are not immediately applied to the above 
purposes, the Company will invest the net proceeds in interest-bearing short term demand deposits 
and/or money market instruments and other short term liquid instruments.  
  
The Company undertakes that it will not use the net proceeds from the Offer for any purpose, other 
than as discussed in this Prospectus. The Company’s cost estimates may also change as these plans 
are developed further, and actual costs may be different from budgeted costs. For these reasons, timing 
and actual use of the net proceeds may vary from the foregoing discussion and the Company’s 
management may find it necessary or advisable to alter its plans.  
  
In the event of any deviation, adjustment or reallocation in the planned use of proceeds, the Company 
shall inform the SEC and the PSE in writing at least thirty (30) days before such deviation, adjustment 
or reallocation is implemented. Any material or substantial adjustments to the use of proceeds, as 
indicated above, should be approved by STN’s board of directors and disclosed to the PSE. In addition, 
the Company shall submit via the PSE EDGE the following disclosures to ensure transparency in the 
use of proceeds:  
 

a. any material disbursements made in connection with the planned use of proceeds from the 
Offer Shares;  

a. quarterly progress report on the application of the proceeds from the Offer Shares on or before 
the first fifteen (15) days of the following quarter; the quarterly progress reports should be 
certified by the Company’s Chief Financial Officer or Treasurer and external auditor;  

b. annual summary of the application of the proceeds on or before January 31 of the following 
year, which will be certified by STN’s Chief Financial Officer or Treasurer and external auditor; 
and  

c. approval by the Company’s board of directors of any reallocation on the planned use of 
proceeds. The actual disbursement or implementation of such reallocation must be disclosed 
by the Company at least thirty (30) days prior to the said actual disbursement or 
implementation.  

  
The quarterly and annual reports required in items (b) and (c) above must include a detailed explanation 
for any material variances between the actual disbursements and the planned use of proceeds in the 
Prospectus, if any. The detailed explanation must state the approval of STN’s Board as required in item 
(d) above. The Company will submit an external auditor’s certification of the accuracy of the information 
reported by STN to the PSE in the Company’s quarterly and annual reports.  
  
The actual underwriting and selling fees and other Offer-related expenses may vary from the estimated 
amounts indicated above. The estimated amounts used to determine the estimated net proceeds are 
presented in this Prospectus for convenience only.  
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None of the proceeds from the Offer will be used to reimburse any officer, director, employer or 
shareholder of the Company for services, assets or money previously rendered, transferred, advanced 
or otherwise.  None of the proceeds will be used by the Company to prepay or repay any existing debt 
or liabilities of the Company to the Issue Manager and Sole Underwriter, save for fees and 
reimbursement of expenses relating to the Offer. 
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DIVIDENDS AND DIVIDEND POLICY 
 
 
Limitations and Requirements 
 
Under Philippine law, dividends may be declared out of a corporation’s Unrestricted Retained Earnings 
which shall be payable in cash, in property, or in stock to all stockholders on the basis of outstanding 
stock held by them. The amount of retained earnings available for declaration as dividends may be 
determined pursuant to regulations issued by the SEC. The approval of the Board of Directors is 
generally sufficient to approve the distribution of dividends, except in the case of stock dividends which 
requires the approval of stockholders representing not less than two-thirds of the outstanding capital 
stock at a regular or special meeting duly called for the purpose. From time to time, the Company may 
reallocate capital among the STN Subsidiaries, if any, depending on its business requirements. 
 
The Philippine Revised Corporation Code prohibits stock corporations from retaining surplus profits in 
excess of 100% of their paid-in capital stock, except when justified by definite corporate expansion 
projects or programs approved by the Board of Directors, or when the corporation is prohibited under 
any loan agreement with any financial institution or creditor from declaring dividend without its consent, 
and such consent has not yet been secured, or when it can be clearly shown that such retention is 
necessary under special circumstances obtaining in the corporation. 
 
The Philippine Revised Corporation Code generally requires a Philippine corporation with retained 
earnings in excess of 100% of its paid-in capital to declare and distribute as dividends the amount of 
such surplus. Notwithstanding this general requirement, a Philippine corporation may retain all or any 
portion of such surplus in the following cases: (i) when justified by definite expansion plans approved 
by the board of directors of the corporation, (ii) when distribution is prohibited under any loan agreement 
with any financial institution or creditor without its consent, and such consent has not been secured, (iii) 
when retention is necessary under special circumstances, such as when there is a need for special 
reserves for probable contingencies, or (iv) when the non-distribution of dividends is consistent with the 
policy or requirement of a Government office. 
 
Record Date 
 
Pursuant to existing SEC rules, cash dividends declared by the Company must have a record date not 
less than 10 nor more than 30 days from the date of declaration. In case no record date is specified, it 
is deemed to be fixed at 15 days after the company’s declaration. For stock dividends, the record date 
should not be less than 10 nor more than 30 days from the date of the shareholders’ approval, provided 
however, that the set record date is not to be less than 10 trading days from receipt by the PSE of the 
notice of declaration of stock dividend. In the event that a stock dividend is declared in connection with 
an increase in authorized capital stock, the corresponding record date is to be fixed by the SEC. 
 
Dividend History 
 
The Company did not declare any dividends for the years ended December 31, 2021, 2022, 2023 and 
2024.  
 
Dividend Policy 
 
Currently, the Company is focused on increasing the shareholder value by prioritizing and taking 
advantage of potential expansion opportunities. As of the date of this prospectus, the Company and its 
subsidiaries have yet to adopt a dividend policy.  However, the Company’s and its subsidiaries’ Board 
may, at any time, declare dividends and/or formally adopt a dividend policy depending upon the 
Company’s capital expenditure plans and/or any terms of financing facilities entered into to fund its 
current and future operations and projects.  
 
Apart from compliance with legal requirements, there are no specific requirements relating to the 
Company’s dividend policy that limits or would likely limit the Company’s ability to pay dividends. 
Currently, it does not have any outstanding contractual obligation that preclude it from declaring 
dividends. 
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The Board is authorized to declare dividends only from the Company’s unrestricted retained earnings, 
and the Board may not declare dividends which will impair the Company’s capital. Dividends may be 
payable in cash, shares or property of the Company, or a combination thereof, as the Board determines.  
 
Dividends to be paid in cash by the Company are subject to approval by a majority of the Board and no 
further approval from the Company’s stockholders is required. Furthermore, declaration and payment 
of dividends shall follow the rules and guidelines set by the SEC, the PSE and the Revised Corporation 
Code. 
 
The declaration of stock dividends is subject to the approval of stockholders representing at least two-
thirds of the outstanding capital stock. In cases where the stock dividends shall be sourced from an 
increase in the authorized capital stock of the Company, such increase shall be subject to the required 
approvals of the SEC for the same. The record date with respect to stock dividends is to be neither less 
than 10 days nor more than 30 days from the date of stockholders’ approval, provided, however, that 
the set record date is not to be less than 10 trading days from receipt by the PSE of the notice of 
declaration of stock dividend. In relation to foreign stockholders, dividends payable may not be remitted 
using foreign exchange sourced from the Philippine banking system unless the investment was first 
registered with the BSP 
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DETERMINATION OF THE OFFER PRICE 
 
The Offer Price is from Php1.80 to Php2.00 per Offer Share. The final Offer Price will be determined 
through a book-building process and discussions between the Company and the Issue Manager and 
Sole Underwriter . Since the Offer Shares have not been listed on any stock exchange prior to the Offer, 
there has been no market price for the Shares derived from day-to-day trading. 
 
The factors that will be considered in determining the Offer Price are, among others, include the 
Company’s ability to generate earnings, cash flow, and dividends, the Company’s short- and long-term 
prospects, the level of demand from institutional investors, overall market conditions at the time of 
launch of the Offer and the market prices and earnings multiples of listed comparable companies, with 
reference to the relevant country’s stock market index. The Offer Price does not have any correlation 
to the book value of the Offer Shares. 
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CAPITALIZATION 
 
The following table sets out the Company’s consolidated debt, shareholders’ equity, and capitalization 
as of June 30, 2025, and as adjusted to reflect the issuance and sale of a total of 157,647,919 Offer 
Shares at the Offer Price from Php1.80 to Php2.00 per Offer Share. The table should be read in 
conjunction with the Company’s audited consolidated financial statements and the notes thereto, 
included in this Prospectus.  
 
Provided below is the Company’s Consolidated Debt, Shareholders’ Equity, and Capitalization as of 
June 30, 2025: 
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Actual as of June 

30, 2025 
As Adjusted 
for the Offer 

in Php thousands (‘000) Php Php 
  (Unaudited) (Unaudited) 
TOTAL DEBT  2,226,074  2,226,074  
    
Equity:    
Capital stock  1,418,812  1,576,460 
Additional paid in capital 408,423  566,071 
Retained earnings (841,775) (841,775) 
 Reserve for retirement benefits liabilities  (3,089) (3,089) 
Unrealized gain on available for sale financial 
assets  31,601  31,601 

TOTAL EQUITY 1,013,972 1,329,268 
TOTAL CAPITALIZATION 3,240,046 3,555,342 
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DILUTION 
 
The Company will offer up to 157,647,919 Offer Shares to the public at the Offer Price, which will be 
higher than the adjusted book value per share of the outstanding Common Shares and which will result 
in an immediate material dilution of new investors’ equity interest in the Company. The tangible book 
value of the Company, based on its reviewed financial statements as of June 30, 2025 was Php1.01 
billion or Php0.71 per share. The book value represents the amount of the Company’s total assets less 
the sum of its liabilities. The Company’s net tangible book value per share is computed by dividing the 
tangible book value by 1.42 billion issued and outstanding Common Shares. 
 
Dilution in pro-forma book value per share to investors of the Offer Shares represents the difference 
between the Offer Price and the pro-forma book value per Share immediately following the completion 
of the Offer.  
 
After giving effect to an increase in the Company’s total assets to reflect the receipt of the net Offer 
proceeds of approximately Php297.7 million from the sale of 157,647,919 Primary Offer Shares at an 
Offer Price at the maximum of Php2.00 per Offer Share, STN’s net tangible book value will be 
approximately Php1.33 billion or Php0.84  per Common Share. This represents an immediate increase 
in the net tangible book value of Php0.13 to existing shareholders and an immediate decrease of 
Php1.16 per share to investors of the Offer Shares.  
 
The following table illustrates dilution on a per Common Share basis, at the Offer Price of ₱2.00 per 
Offer Share:  
 

 
The following table sets forth the shareholdings of existing and new shareholders of the Company 
immediately after completion of the Offer: 
 

Resulting Outstanding Capital Stock After the Offer 
 Shares % 
Existing shareholders 1,103,780,605 70.0% 
Public 472,679,395 30.0% 
TOTAL  1,576,460,000 100.0% 

 
The following table sets forth the shareholdings, and percentage of Shares outstanding of the existing 
and FOO subscribers of the Company before and after the Offer: 
 
 Pre-FOO Post-FOO 

Shareholder 
No. of Shares 
Held 

% 
No. of Shares 
Held 

% 

Existing shareholders 1,418,812,081 100.0 1,418,812,081 90.0 
FOO subscribers - - 157,647,919 10.0 
TOTAL 1,418,812,081 100.0  1,576,460,000 100.00 
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Basis of Dilution of Common Shares 
Offer Price per Offer Share Php2.00 
Net book value per Common Share as of June 30, 2025 Php0.71 
Difference in Offer Price per Offer Share and book value per Offer Share as of 
June 30, 2025 Php1.29 

Pro forma net book value per Common Share immediately following the 
completion of the Offer Php0.84 

Dilution in Pro forma net book value per Common Share to investors of the Shares Php1.16 
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MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A) 
AND PLAN OF OPERATION 

 
The following is a discussion and analysis of the Company’s historical financial condition and results of 
operations and certain trends, risks and uncertainties that may affect the Company’s business and 
should be read in conjunction with the independent auditor’s reports and the Company reviewed and 
audited consolidated financial statements and notes thereto contained in this Prospectus. The critical 
accounting policies section discloses certain accounting policies and management judgments that are 
material to the results of operations and financial condition for the periods presented in this report. The 
discussion and analysis of the Company’s results of operations is presented in three (3) comparative 
sections: the years ended December 31 2024, 2023, and 2022 compared with the immediately 
preceding year, and the year ended December 31, 2024 compared with the six months ended June 30, 
2025. Disclosure relating to liquidity and financial condition and the trends, risks and uncertainties that 
have had or that are expected to affect revenues and income complete the management’s discussion 
and analysis. 
 
The Company’s financial statements for the year ended December 31, 2022 were audited by KPMG, 
while the Company’s financial statements for the years ended December 31, 2024 and 2023 were 
audited and for the period ended June 30, 2025 were reviewed by VACO, in accordance with the PSA. 
 
Prospective investors should read this discussion and analysis of the Company’s financial condition 
and results of operations in conjunction with the Company’s consolidated financial statements and the 
notes thereto set forth elsewhere in this Prospectus. 
 
This discussion contains forward-looking statements and reflects the Company’s current views with 
respect to future events and financial performance. Actual results may differ materially from those 
anticipated in these forward-looking statements as a result of certain factors such as those set forth in 
the section entitled Risk Factors and elsewhere in this Prospectus. 
 
FACTORS AFFECTING THE COMPANY’S RESULTS OF OPERATIONS 
 
Prospective investors should read this discussion and analysis of the Company’s financial condition 
and results of operations in conjunction the section entitled Selected Financial and Operating 
Information and with the financial information as of and for the years ended December 31, 2022, 2023, 
and 2024 as well as the financial period ending June 30, 2025 (collectively, the “Financial 
Statements”), in each case, including the notes relating thereto, included elsewhere in this Prospectus.  
 
CRITICAL ACCOUNTING POLICIES 
 
Critical accounting policies are those that are both (i) relevant to the presentation of the Company’s 
financial condition and results of operations and (ii) require management’s most difficult, subjective or 
complex judgments, often as a result of the need to make estimates about the effect of matters that are 
inherently uncertain. As the number of variables and assumptions affecting the possible future 
resolution of the uncertainties increase, those judgments become even more subjective and complex. 
In order to provide an understanding of how the Company’s management forms its judgments about 
future events, including the variables and assumptions underlying its estimates, and the sensitivity of 
those judgments to different circumstances, the Company has identified the significant accounting 
judgments, estimates and assumptions discussed in Note 3 to the Company’s audited financial 
statements included, elsewhere in this Prospectus. 
 
The main items subject to estimates and assumptions by management include, among others, 
impairment for allowance of expected credit losses (“ECL”), impairment losses on receivables, due from 
related parties and refundable deposits, estimation of useful lives of property and equipment, and 
realizability of deferred tax assets.  
 
While the Company believes that all aspects of its financial statements, including the accounting policies 
discussed in Note 2 to its audited financial statements should be studied and understood in assessing 
the Company’s current and expected financial condition and results of operations, the Company 
believes that the significant accounting judgments, estimates and assumptions discussed in Notes 2 
and 3 to the Company’s audited financial statements warrant particular attention. 
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RESULTS OF OPERATIONS 
 
Results of Operations as of June 30, 2025 vs June 30, 2024 
 
Consolidated revenues for the period ended June 30, 2025 totaled Php 1.63 billion while revenue 
recorded in the same period last year amounted to Php 1.68 billion. Revenues mainly consist of the 
manufacturing and selling of cartons and packaging materials to domestic and international markets. 
There is a slight decline in the product sales revenue, primarily due to reduced sales volume, despite 
an increase in selling prices. 
 
Cost of sales applicable to the manufacturing business totaled Php 1.39 billion for the current period 
ended June 30, 2025, and Php 1.4 billion for the same period last year ended June 30, 2024. Gross 
profit margin for the current period posted at 14.88%, compared to same period last year’s margin of 
16.77%. 
 
Operating expenses during the current period ended June 30, 2025 posted Php 167.96 million 
compared to same period last year ended June 30, 2024 of Php 155.38 million. The increase of Php 
12.58 million is attributable to the reversal of the provision for inventory obsolescence pertaining to the 
period ended June 30, 2024. No such reversal was recorded in the current period. 
 
Finance charges recognized for the period ended June 30, 2025, and for the same period in the prior 
year ended June 30, 2024, amounted to Php 67.19 million and Php 42.94 million, respectively. These 
charges pertain to short-term and long-term bank borrowings. The increase of Php 24.25 million was 
primarily due to the additional utilization of loan facilities during the current period to settle outstanding 
obligations to suppliers and to support the continuous plant operations. 
 
Other income, net, for the period ended June 30, 2025, amounted to Php 28.59 million, as compared 
to Php 41.78 million recorded in the same period of the prior year ended June 30, 2024. The decline of 
Php 13.19 million was primarily attributable to foreign exchange losses recognized during the current 
period, whereas foreign exchange gains were recorded in the corresponding period last year. 
 
Income tax expense for the period ended June 30, 2025 amounted to Php 8.99 million, compared to 
Php 30.57 million recognized in the same period of the prior year ended June 30, 2024. The significant 
decrease in income tax expense was a result of the corresponding decline in net income during the 
current period compared to the same period last year.   
 
Overall, STN realized a consolidated net income of Php 27.43 million for the period ended June 30, 
2025 compared to Php 94.96 million, for the same period last year ended June 30, 2024. The decline 
was primarily due to the reversal of provision for inventory obsolescence for the period ended June 30, 
2024, whereas no such reversals were recorded in the current period, the significant increase in the 
finance charges, and the foreign exchange losses recognized during the current period whereas foreign 
exchange gains were recorded in the corresponding period last year. 
 
Financial Condition as of June 30, 2025 vs December 31, 2024 
 
Total current assets as at June 30, 2025, totaled Php 3.28 billion as compared to Php 3.66 billion as at 
December 31, 2024. The decline was primarily attributable to a reduction in inventories, resulting from 
lower purchases compared to issuances during the period. Non-current assets slightly decreased to 
Php 1.01 billion as at current period against Php 1.03 billion as at December 31, 2024. 
 
The STN’s consolidated current liabilities as at current period totaled Php 2.91 billion as compared to 
Php 3.30 billion as at December 31, 2024. The decline was primarily attributed to a reduction in 
purchases and the settlement of obligations to suppliers during the period. SMPC, the operating 
subsidiary’s working capital was secured from bank loans to sustain its operation and commitments to 
clients.   
 
Total assets as at current period ended June 30, 2025 totaled Php 4.29 billion compared to Php 4.69 
billion as at December 31, 2024. In view of the foregoing discussions, the STN’s current ratio as of 
period ended June 30, 2025 recorded at 1.13 and previous year ended December 31, 2024 at 1.11. 
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Debt-to-equity ratio in 2025 is 3.23 compared last year at 3.82. The Retained Deficit as at period ended 
June 30, 2025 pared to P841.78 million from P869.2 million as at December 31, 2024.  
 
Results of Operations as of December 31, 2024 vs December 31, 2023 
 
Consolidated revenues for the year ended December 31, 2024 totaled Php3,277.14 million while 
revenue recorded in previous year amounted to Php3,406.86 million. Revenues mainly consist of the 
manufacturing and selling of cartons and packaging materials to domestic and international markets. 
There is a slight decrease in the product sales revenue despite increase in the volume due to lower 
selling price as a result of lower paper cost for the year 2024. 
 
Cost of sales and expenses applicable to the manufacturing business totaled Php2,737 million for the 
current year ended December 31, 2024, and Php2,994 million for the previous year ended December 
31, 2023. Gross profit margin for the current period posted at 16.49%, compared to previous year’s 
margin of 12.12% in 2023. The increase was due to improved cost management effort. 
 
Operating expenses during the current year ended December 31, 2024 posted Php380.87 million 
compared to previous years ended December 31, 2023 of Php331.94 million. The increase of Php48.93 
million from 2023 to 2024 was due to increase in salaries, wages and employee benefits, and 
professional fees and outside services, as a result of increased and improved administrative functions 
after the acquisition of SMPC, and the recognition of additional provision for expected credit losses for 
the year in compliance with PFRS 9. 
 
Finance charges recognized during the current year ended December 31, 2024 and in the previous 
year ended December 31, 2023 amounting to Php93.6 million, and Php81.58 million, respectively, are 
related to short-term and long-term bank borrowings to support the plant’s operation.   
 
Other income, net for the year ended December 31, 2024 amounted to Php76.37 million compared to 
previous year ended December 31, 2023 other income of Php126.85 million. The significant decrease 
from 2023 to 2024, is attributable to gain on disposal of investments related to the completion of dacion 
en pago recognized in 2023 amounting to Php69.40 million.  
 
Income tax expense for the current year ended December 31, 2024 amounted to Php42.17 million 
compared to previous year ended December 31, 2023 amounting to Php44.45 million.    
 
Overall, STN realized a consolidated net income of Php100.16 million for the year ended December 31, 
2024 compared to Php81.86 million, for the previous year ended December 31, 2023. The increase 
was mainly attributed to the improvement in the operations in 2024.  
 
Financial Condition as of December 31, 2024 vs December 31, 2023 
 
Total current assets as at December 31, 2024, totaled Php3.66 billion as compared to Php3.28 billion, 
in 2023. The increase was mainly due to the increase in inventories to supply increasing sales of the 
Group.  Non-current assets increased to Php1.03 billion as at current year-end against Php940.87 
million last year. 
 
The STN’s consolidated current liabilities as at current year-end totaled Php3.30 billion as compared to 
Php2.87 billion last year. The increase was mainly attributed to the increase in purchases. SMPC, the 
operating subsidiary’s working capital was secured from bank loans to sustain its operation and 
commitments to clients.   
 
Total assets as at year-end 2024 totaled Php4.69 billion compared to Php4.22 billion in 2023. In view 
of the foregoing discussions, the STN’s current ratio as of year ended December 31, 2024 recorded at 
1.11 and previous year ended December 31, 2023 at 1.14. Debt-to-equity ratio in 2024 is 3.82 compared 
last year at 3.91.  
 
Results of Operations as of December 31, 2023 vs December 31, 2022 
 
Consolidated revenues for the current year totaled Php3,407 million while revenue recorded last year 
amounting to Php2,205 million. Revenues on both years mainly consist of the manufacturing and selling 
of cartons and packaging materials to domestic and international markets.    
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Cost of sales and expenses applicable to the manufacturing business totaled Php2,994 million for the 
current year and Php1,824 million for the previous year. Gross profit margin for the current period 
posted at 12.12%, compared to last year’s margin of 17.31%. The sharp decrease for the current year 
was due to the consolidation of the manufacturing business.  
  
Operating expenses during the current year posted Php331.95 million compared to last year of 
Php268.133 million. The increase of Php63.813 million consist of costs incurred to support the 
manufacturing activities.  
  
Financing charges recognized during the current year is mainly related to long term bank borrowings to 
support the plant’s operation amounted to Php81.578 million.    
  
Other income, net for the period ending 2023 amounted to Php126.847 million compared to last year 
other income Php36.722 million. The significant decrease is attributable to gain on disposal of 
investments related to the completion of dacion en pago recognized during the year amounting to 
Php69.40 million.   
  
Income tax expense applicable for the current year amounted to Php44.45 million compared to 
Php2.635 million in 2022.     
  
Overall, STN realized a consolidated net income of Php81.86 million for the year ended December 31, 
2023 compared to Php28.355 million last year. The significant increase was mainly attributed to the 
increase in the gross profit resulting from operations this year and the dacion en pago completion during 
the year.  
 
Financial Condition as of December 31, 2023 vs December 31, 2022 
 
Total current assets as at December 31, 2023, totaled Php3,322.168 million as compared to 
Php3,117.334 million in 2022. The increase was mainly due to the increase in inventories to supply 
increasing sales of STN.  Non-current assets decreased to Php936.239  million as at current year-end 
against last year’s Php1,001.895 million.  
  
STN’s consolidated current liabilities as at current year-end totaled Php2,872.441 million as compared 
in 2022 of Php2,826.918 million. The significant increase was mainly attributed to the increase in 
purchases. SMPC, the operating subsidiary’s working capital was secured from bank loans to sustain 
its operation and commitments to clients.    
  
Total assets as at year-end 2023 totaled Php4,258.407 million compared to Php4,118.229 million in 
2022. In view of the foregoing discussions, the Steniel Group’s current ratio during the year recorded 
at 1.16 and last year at 1.10. Debt-to-equity ratio in 2023 is 3.78 compared last year at 4.46.   
 
Results of Operations as of December 31, 2022 vs December 31, 2021 
 
Consolidated revenues for the current year totaled Php2,205 million while revenue recorded last year 
amounting to Php1,276 million. Revenues on both years mainly consist of the manufacturing and selling 
of cartons and packaging materials to domestic and international markets.    
  
Cost of sales and expenses applicable to the manufacturing business totaled Php1,824 million for the 
current year and Php1,140 million for the previous year. Gross profit margin for the current period 
posted at 17.31%, compared to last year’s margin of 10.71%. The sharp decrease for the current year 
was due to the consolidation of the manufacturing business.  
  
Operating expenses during the current year posted Php268.133 million compared to last year of 
Php115.079 million. The increase of Php153.054 million consist of costs incurred to support the 
manufacturing activities.  
  
Financing charges recognized during the current year is mainly related to long term bank borrowings to 
support the plant’s operation amounted to Php41.711 million.    
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Other charges, net for the period ending 2022 amounted to Php36.722 million compared to last year 
other income Php12.183 million. The significant decrease is attributable to foreign exchange loss 
recognized during the year amounting to Php51.432 million.   
  
Income tax expense applicable for the current year amounted to Php2.635 million compared to 
Php0.984 million in 2021.     
  
Overall, STN realized a consolidated net income of Php28.355 million for the year ended December 31, 
2022 compared to Php17.965 million last year. The significant increase was mainly attributed to the 
increase in the gross profit resulting from operations this year.   
 
Financial Condition as of December 31, 2022 vs December 31, 2021 
 
Total current assets as at December 31, 2022, totaled Php3,117.334 million as compared to 
Php1,387.861 million in 2021. The increase was mainly due to the increase in inventories to supply 
increasing sales of STN.  Non-current assets also increased to Php873.317 million as at current year-
end against last year’s Php693.772 million.  
  
STN’s consolidated current liabilities as at current year-end totaled Php2,826.918 million as compared 
in 2021 of Php1,167.908 million. The significant increase was mainly attributed to the increase in 
purchases. SMPC, the operating subsidiary’s working capital was secured from bank loans to sustain 
its operation and commitments to clients.    
  
Total assets as at year-end 2022 totaled Php4,118.229 million compared to Php2,080.633 million in 
2021. In view of the foregoing discussions, the Steniel Group’s current ratio during the year recorded 
at 1.10 and last year at 1.19. Debt-to-equity ratio in 2021 is 4.46 compared last year at 1.85.   
 
Results of Operations as of December 31, 2021 vs December 31, 2020 
 
Consolidated revenues for the current year totaled Php1,277 million mainly consist of the manufacturing 
and selling of cartons and packaging materials to domestic and international markets while revenue 
recorded last year amounting to Php40 million was solely from the leasing of machineries and 
equipment to a subsidiary in Davao. 
 
Cost of sales and expenses applicable to the manufacturing business totaled Php1,140 million while 
last year’s direct expenses related to the leasing activity was almost negligible. Gross profit margin for 
the current period posted at 10.71%, compared to last year’s margin of 99.99%. The sharp decrease 
for the current year was due to the consolidation of the manufacturing business. 
 
Operating expenses during the current year posted Php115.079 million net of reversal of previously 
recognized inventory write-down amounting to Php15.388 million compared to last year of P5.788 
million. The increase of Php109.291 million consist of costs incurred to support the manufacturing 
activities. 
 
Financing charges recognized during the current year is mainly related to short term bank borrowings 
to support the plant’s operation amounted to Php14.814 million. No financing charges was recognized 
attributable to the long term debt since 2018 when the creditors agreed to waive the interest charges 
maintaining their support up to this reporting period. 
 
Other income for the period ending 2021 amounted to Php12.183 million consist of dividends income, 
gain on sale of AFS and Forex gain compared to last year Php277.254 million. The significant decrease 
consists of the gain on acquisition of SMPC amounted to Php267.459 and reversal of allowance for 
impairment of prepaid taxes in the amount of, Php7.993 million. 
 
Income tax expense applicable for the current year amounted to P .984 million compared to Php10.966 
million in 2020. 
 
Overall, STN realized a consolidated net income of Php17.965 million for the year ended December 31, 
2021 compared to Php300.498 million last year. The significant decrease was mainly attributed to the 
gain on acquisition of a subsidiary arising from the business combination that was implemented on 
December 29, 2020. 
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Financial Condition as of December 31, 2021 vs December 31, 2020 
 
Total current assets as at December 31, 2021, totaled Php1,387.861 million as compared to 
Php1,286.861 million in 2020. The increase was mainly due to consolidation of assets of SMPC brought 
by the share swap in December 29, 2020. Non-current assets also increased to Php693.772 million as 
at current year-end against last year’s Php589.364 million. 
 
STN’s consolidated current liabilities as at current year-end totaled Php1,167.908 million as compared 
in 2020 of Php1,150.043 million with a slight increase. SMPC, the operating subsidiary’s working capital 
was secured from bank loans to sustain its operation and commitments to clients. 
  
Total assets as at year-end 2021 totaled Php2,080.633 million compared to Php1,875.674 million in 
2020. In view of the foregoing discussions, the Steniel Group’s current ratio during the year recorded 
at 1.19 and last year’s at 1.12. Debt-to-equity ratio in 2021 is 1.85 compared last year at 1.73. 
 
Results of Operations as of December 31, 2020 vs December 31, 2019 
 
Consolidated revenues for the current year totaled Php40 million mainly generated from the leasing of 
machineries and equipment in Davao. The gross profit margin for the current period is 99.99%, which 
is higher than last year’s margin of 82.69%. 
 
Operating expenses during the current year posted Php5.788 million as compared to last year of P5.344 
million. 
 
Other income generated amounting to Php168,059 million including the provisional gain on acquisition 
of SMPC at Php158.265 million on account of the business combination, reversal of allowance for 
impairment of prepaid taxes to Php7.993 million ,dividends received and the gain on sale of AFS 
Financial assets posted a revenue of Php1.801 million as compared to Php2.373 million total other 
income in 2019. 
 
Income tax expense applicable to the current year amounting to P10.966 million against Php14.403 
million in 2019. 
 
Overall, the Company ended the year 2020 with a consolidated net income for the current year of 
Php201.922 million as compared to consolidated net income of Php12.129 million last year. The 
increase in net income was attributable to the provisional other income derived from the business 
combination which is expected to be final within the year. 
 
There are no financing charges recognized during the current year with the same support extended by 
the creditors in 2019. 
 
Financial Condition as of December 31, 2020 vs December 31, 2019 
 
Total current assets as at December 31, 2020, totaled Php1,286,310 million as compared with 
Php287,841 million in 2019. The increase was mainly due to consolidation of assets of SMPC. While 
the same applies to increase in total non-current assets totaled Php453,133 million as at current year-
end against last year’s Php52,415 million. 
 
The Steniel Group’s consolidated current liabilities as at current year-end totaled Php1,150,373 million 
as compared with those in 2019 of Php226,859 million. The increase was contributed by the loans 
carried by SMPC for its working capital. 
 
Total assets as at year-end 2020 totaled Php1,739,443 million compared to Php340,256 million in 2019. 
In view of the foregoing discussions, the Steniel Group’s current ratio during the year recorded at 1.12 
and last year’s at 1.27. Debt-to-equity ratio in 2020 is 2.01. 
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KEY PERFORMANCE INDICATORS 
 
The Company’s KPI as of the year ended December 31, 2021, 2022, 2023, 2024 and for the period 
ending June 30, 2025 are listed below: 
 
Key Financial And Operating Ratios  

  
For the years ended December 31,  

For the period 
ending 

  2021 2022 2023   2024 June 30, 2025 
Current Ratio 17 1.2x 1.1x 1.1x 1.1x 1.1x 
Liabilities to Equity Ratio18 1.9x 4.5x 3.9x 3.8x 3.2x 
Gross Profit Margin (%)19 10.7% 17.3% 12.1% 16.5% 14.9% 
Before Tax Return on Sales (%)20 1.5% 1.4% 3.7% 4.3% 2.2% 
Earnings per Share21 0.01 0.02 0.06 0.07 0.02 
Earnings before Interest, Taxes, 
Depreciation & Amortization22 146,137 238,259 434,042 426,206 192,357 

Return on Equity23 2.5% 3.8% 10.1% 10.9% 3.3% 
 
FINANCIAL RISK DISCLOSURE 
 
As of date of this Prospectus, the Issuer has not spent on any research/development activities. The 
Company – 
 

• is not aware of any material off-balance sheet transactions, arrangements, obligations 
(including contingent obligations), and other relationships of the company with unconsolidated 
entities or other persons created during the reporting period; 

• is not aware of any known trends, events or uncertainties that have had or that are reasonably 
expected to have a material favorable or unfavorable impact on net sales or revenues or 
income from continuing operations;  

• is not aware of any seasonal aspects that will have a material effect on the financial condition 
or results of operations; and 

• does not have any significant elements of income or loss that did not arise from its continuing 
operations. 

 
The Company’s revenue is dependent on the requirements of its key customer which exports its 
products to other countries. The demand and supply of these products indirectly or necessarily affects 
the Company’s business. As such, any trends, events or uncertainties that will affect the customer’s 
business may affect the Company’s performance. 
 
In 2021, the STN Subsidiaries, together with an affiliate, secured a P2 billion 7-year loan for the 
acquisition of the box and printing plants of Dole Philippines Inc. (Dole), the parcels of land where the 
plants are situated, and all machineries and equipment used in the plant operations.  The loan was fully 
drawn by SCPC and the affiliate.  SMPC did not draw on the loan.   
  
The borrowers are required to maintain the following until full payment of the loan: debt to service 
coverage ratio of at least 1.25x, a total debt-to-equity ratio of 1.5 to 1, and a debt to EBITDA of no more 
than three (3) times.  The STN Subsidiaries failed to comply with the financial ratios as at December 
31, 2022, 2023 and 2024, and are exposed to the risk of being declared in default by the lender. 
 
As of the date of this Prospectus, the borrowers are up to date in the payment of its amortizations and 
have not received any notice of default from the lender.  
 
  

 
17 Current Assets / Current Liabilities  
18 Total Liabilities/Stockholders’ Equity 
19 Gross Profit/Revenues 
20 Profit Before Tax/Revenues 
21 Net Income/Outstanding Shares 
22 Net Income plus Interest Expenses, Provision for Income Tax, Depreciation and Amortization in Php thousands 
23 Net Income / Average Stockholders’ Equity; 1Q25 ROE utilizes trailing 12 months’ net income 
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The STN Subsidiary, SMPC, availed unsecured, peso-denominated promissory notes from local banks 
intended for additional working capital requirements of the SMPC. These are payable within six months 
and bear annual interest rates ranging from 5.75% to 6.25% for the periods ended June 30, 2025 and 
2024, and from 5.75% to 6.50%, 4.75% to 6.25%, 2% to 5.5%, and 2% to 3.5% for the years ended 
December 31, 2024, 2023, 2022, and 2021, respectively. 
 
The outstanding bank loans and borrowings of the Company is as follows: 
 

Loans and Borrowings As of period 
ending In Php thousands (‘000) As of years ended December 31,  

  2021 2022 2023   2024 June 30, 2025 
Omnibus Loan and 
Security Agreement 
(OLSA) P130,401 P623,618 P540,593 P461,729 P407,788 
Short-term loans from 
local banks 331,747 414,740 869,772 1,167,419 1,818,286 
TOTAL P462,148 P1,038,358 P1,410,365 P1,629,148 P2,226,074 

 
 
MATERIAL COMMITMENTS FOR CAPITAL EXPENDITURES 
 
The Company has commitments to ensure the quality and reliability of its machinery. These 
commitments include investing in routine maintenance capex to ensure that the plant operates 
continuously while maintaining and improving its capacity and efficiency.  
 
These initiatives will be financed through the Company's generated income and debt. 
 
 
RELATED PARTY TRANSACTIONS 
 
In the normal course of business, the Group has transactions and balances with its related parties. All 
material related party transactions are subject to approval by the BOD. Material related party 
transactions pertain to those transactions, either individually or in aggregate over a 12-month period, 
that exceed 10% of the Group’s total assets based on the latest audited financial statements. All other 
related party transactions that are considered not material are approved by management. 
 
The balances and transactions with related parties for the period ended June 30, 2025 and for the year 
ended December 31, 2024 are as follows: 
 

Category Year 
Amount of 

Transaction 

Trade and 
other 

receivables 

Trade 
payables 
and other 

current 
liabilities 

Due to  
Related 
Parties Terms Conditions 

        
Entities under 

Common Control        
Reimbursements 2024 P- P87 P- P- Collectible on 

demand; non-
interest bearing 

Unsecured;   
no 
impairment  2025 P- P12 P- P- 

        
Lease and 
warehousing costs 2024 6,993 - 7,250 - 

Payable on 
demand; non-
interest bearing 

Unsecured;   
no 
impairment  2025 2,482 - 7,650 - 

Purchases 2024 16,098 - 100,214 - Payable on 
demand; non-
interest bearing 

Unsecured;   
no 
impairment  2025 3,143 - 82,835 - 

Sales 2024 74,255 84,666 - - Collectible on 
demand; non-
interest bearing 

Unsecured;   
no 
impairment  2025 27,617 89,779 - - 

Advances from 
customers 2024 412,621 - 309,282 - 

Payable on 
demand; non-
interest bearing 

Unsecured;   
no 
impairment  2025 100,000 - 129,746 - 
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Advances 2024 - - - 43,453 Payable on 
demand; non-
interest bearing 

Unsecured;   
no 
impairment  2025 - - - 43,453 

Key Management 
Personnel        

Short-term benefits 2024 18,030 
- - 

- 
Payable on 
demand;  Unsecured  

 2025 8,924 
- - 

- 
Payable on 
demand;  Unsecured  

TOTAL 2024  P84,753 P416,746 P43,453   
TOTAL 2025  P89,791 P 190,895 P43,453   

 
a. Amounts owed to related parties consist mainly of non-interest-bearing advances for 

working capital requirements with no definite repayment dates.  
 
b. Reimbursement of various expenses were paid in advance by the Parent Company and 

charged to the related party. 
 
c. SMPC has sales and purchases of inventories with related parties. These transactions are 

unsecured, non-interest bearing and are generally with 30 to 90-day term. Outstanding 
related party balances of SMPC were assumed by the Group upon acquisition in December 
2020. 
 

d. Sales to and Purchases from Related Parties 
Sales and purchases of inventories with related parties are made in the ordinary course of 
business. These transactions are unsecured, non-interest bearing and are generally with 
30 to 90-day term. 

 
e. Lease and Warehousing Costs 

On January 9, 2024, the Company entered into a one-year lease agreement with SCPC, 
renewable for another year subject to such terms and conditions mutually acceptable to the 
parties, for corrugators and converting equipment amounting to ₱5,000,000 per month. 
This agreement was terminated effective October 1, 2024. 
 
On August 15, 2023, in relation to the OLSA disclosed in Note 9, the Company entered into 
a three-year lease agreement with SCPC starting January 1, 2024, renewable for another 
year subject to such terms and conditions mutually acceptable to the parties, for the rental 
of 8,000 sqm land including building and improvements and box making machine located 
in Alejal Carmen, Davao Del Norte with monthly rental of P5,000,000. 
 
On December 20, 2024, the Company amended the lease agreement dated August 15, 
2023 with an increase in monthly rental rate from ₱5,000,000 to ₱7,500,000 effective 
beginning October 1, 2024 and expiring on December 31, 2026, all other terms prior to the 
said amendment remains the same as mutually agreed and acceptable to the parties. The 
lease agreement qualified as lease under PFRS 16. 
  
On October, 21, 2023, SMPC entered into a lease and warehousing cost agreement with 
Golden Bales Corporation for the lease and warehousing of certain properties for its plate-
making process. The contract is for a period of 2 years which will expire on October 2, 
2025. The lease agreement qualified as lease under PFRS 16. 

 
f. Advances from customers pertains to advance payments made by related parties for 

purchase of goods. 
 

g. The Company entered into an agreement wherein Steniel Cavite Corporation (SCPC) 
desires to engage the services of Steniel Minadano Packaging Corporation (SMPC) to 
manage and operate its Business with management fee amounting to ₱25,000,000 for the 
years 2024 and 2025. 

 
h. Compensation of the Group’s key management personnel is comprised of short-term 

benefits amounting to P8.92 million and P18.03 million, for the period ended June 30, 2025, 
and for the year ended December 31, 2024, respectively, recognized as part of 
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“Professional fees and outside services” and “Salaries and wages” account under 
Operating expenses.  

 
Unless otherwise indicated, amounts due to/from related parties are expected to be settled in 
cash. 
 

The long-term loan of SCPC under the OLSA is guaranteed by the Parent Company’s major 
shareholders without any charge. 
 

(This space was intentionally left blank) 
  



 

76 

 

INDUSTRY OVERVIEW 
 
This section contains information concerning the corrugated box industry in the Philippines, which is 
sourced from their respective public filings and which includes certain and unreviewed financials. None 
of the Company nor the Issue Manager makes any representation as to the accuracy or completeness 
of this information. This information has not been independently verified by the Company nor the Issue 
Manager and should not be unduly relied on. 
 
The information should not be relied upon in making, or refraining from making, any investment 
decision. The Industry Overview includes forecasts and other forward-looking estimates. These 
forward-looking statements are necessarily based on various assumptions and estimates that are 
inherently subject to various risks and uncertainties relating to possible invalidity of the underlying 
assumptions and estimates and possible changes or development of social, economic, business, 
industry, market, legal, government, and regulatory circumstances and conditions and actions taken or 
omitted to be taken by others. Actual results and future events could differ materially from such 
forecasts. Investors should not place undue reliance on such statements, or on the ability of any party 
to predict future industry trends or performance. 
 
Philippine Economy24 
 
According to Euromonitor, the Philippines experienced a real GDP growth of 5.2% in 2023, reaching a 
high of USD439.1 billion. This marks the third consecutive year of growth following the COVID-19 
pandemic. The growth was driven by increases in consumer and capital expenditure, as well as 
remittance inflows. As a result, GDP per capita also grew by 3.6% annually, reaching USD3,742.5 in 
2023, the highest recorded value in the past five years. 
 
Euromonitor predicts that the Philippine government's initiatives, such as the "Build Better More" 
program, which aims to improve connectivity and streamline the movement of goods and services within 
the country, will help boost economic growth. Trade agreements like the Regional Comprehensive 
Economic Partnership (RCEP) aim to lower trade barriers and attract foreign investments, while 
domestic regulatory changes create a conducive environment for foreign businesses.  
 
As the economy continues to grow and infrastructure improves, income levels of locals are expected to 
rise, fostering further economic development in the Philippines. In the forecast period of 2024-2028, 
Euromonitor predicts real GDP will grow at a CAGR of 6.2% to reach USD591.0 billion in 2028, while 
GDP per capita is expected to grow at a CAGR of 4.8% to reach USD4,688.1 by 2028. This growth is 
expected to support downstream industries. 
 

2019 – 2023 Historical Philippine GDP and GDP 
Growth Rates 

2024 – 2028 Projected Philippine GDP and GDP 
Growth Rates 

  
Source: Euromonitor International Source: Euromonitor International 

 
 

 
24 Euromonitor International. (2024, March). Corrugated Paper Packaging in the Philippines. 
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Euromonitor also believes that the growing population makes the Philippines attractive to consumer 
businesses. The Philippines population is currently at 117.3 million in 2023, constituting a moderate 
1.5% growth from 2022. Of which, population growth in the Philippines has maintained the approximate 
1.5% growth on an annual basis since 2019, indicating healthy growth momentum. 
 
Over the last five years, the urban population held a majority in the Philippines, contributing to more 
than 50% of the total population. Presently, the urban population stands at 54.4% of the total population 
in 2023. Urbanization is expected to continue underpinned by migration within and outside of the 
Philippines driven mainly by employment opportunities. This is likely to drive rising income levels within 
the Philippines and contribute to growth in consumer expenditure.  
 
On top of this, the Philippines’ young and growing population makes it an increasingly attractive market 
for consumer businesses, particularly those catering to the rising trend of online retail driven by the 
digitally savvy population. While retail e-commerce only makes up 9.7% of total retail sales value in the 
Philippines, it grew at a remarkable CAGR of 37.7% over the historic period, with Filipino internet users 
surging from 43.0% of the total population in 2019 to 61.0% in 2023. This surge in e-commerce is 
anticipated to boost the demand for corrugated paper packaging, essential for delivery of goods. 
 

2019 – 2023 Historical Philippine Population – 
Urban vs. Rural 

2024 – 2028 Historical Philippine Population – 
Urban vs. Rural 

  
Source: Euromonitor International Source: Euromonitor International 

 
 
Philippine Corrugated Box Industry 25 
 
Historical growth and outlook 
 
Euromonitor reported that between 2019 to 2023, the total market size for corrugated paper, 
paperboard, and containers declined at a CAGR of 1.8%, reaching a value of USD691.4 million in 2023. 
The COVID-19 pandemic caused a sharp decline of 14.2% in 2020 due to supply chain disruptions and 
labor issues. However, the industry experienced growth due to increased demand for corrugated paper 
packaging for last-mile deliveries as more people shopped online during the pandemic. As quarantine 
measures eased, the market saw a growth of 0.1% in 2021 and a more significant recovery of 4.3% in 
2022, driven by stabilized supply chains with an increase in exports and domestic movement of goods. 
In 2023, growth slowed down to 3.2% due to reduced local production and export slowdown, possibly 
influenced by decreased forestry and pulp, paper, and paperboard output. However, the decline in the 
overall market size was offset by increased imports during the same period. 
 
Euromonitor believes that the corrugated paper packaging industry is set to achieve a CAGR of 7.3% 
over the forecast period of 2024-2028, reaching a value of USD996.8 million by 2028. This growth will 
be driven by expanding trading relations in Asia Pacific and globally, along with improved port 
infrastructure, which will contribute to the increasing demand for corrugated paper packaging for 
exports.  

 
25 Euromonitor International. (2024, March). Corrugated Paper Packaging in the Philippines. 
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Domestically, government infrastructure programs like "Build Better More" will enhance intermodal 
connectivity, facilitating efficient movement of goods. Advancements in digital infrastructure, including 
internet connectivity and e-commerce platforms, alongside urbanization trends, will boost consumer 
accessibility and drive demand for last-mile delivery packaging. However, there may be challenges such 
as rising production costs due to global supply chain disruptions and competition from alternative 
packaging types that could hinder further growth for the industry. 
 

2019 – 2028 Corrugated Box Industry Size and Growth Rates 

 
Source: Euromonitor International 

 
Key trends 
 
Fragmented Paper Packaging Industry Favors Buyers, As Manufacturers Find Ways To 
Differentiate 
 
The corrugated paper packaging industry in the Philippines is characterized by a fragmented landscape, 
with a few major players and numerous smaller manufacturers spread across regions. It is common for 
the larger players to own facilities such as paper mills and corrugated packaging manufacturing 
facilities, thereby enabling significant localization of their production and efficient supply chain 
management. Such players benefit from extensive distribution networks within their region of operation. 
 
Due to the abundance of corrugated packaging players in the Philippines, the current dynamics of the 
industry favor buyers, providing them with significant bargaining power. Two main categories of buyers 
can be identified within this landscape: "discerning buyers" who seek packaging stability and strict 
adherence to specifications, and "value buyers" who seek cost-effectiveness over product quality. 
Recent trends show a growing emphasis on quality, particularly for export-bound products requiring 
durable packaging. Conversely, there are also buyers who exhibit less stringent requirements, either 
due to the less fragile nature of their products or the relatively short distance of transport involved. With 
that, the corrugated paper packaging landscape is primarily driven by the different needs of the buyers, 
which can vary due to factors including type of finished goods stored in the packaging, type of transport, 
and duration of journey. This nuanced scenario indicates buyers' evolving focus from solely cost to 
seeking enhanced value and quality. While cost remains a key consideration in purchase of corrugated 
paper packaging, buyers increasingly prioritize quality, challenging manufacturers to align offerings with 
dual expectations of cost-effectiveness and quality. 
 
Manufacturers in the corrugated packaging industry can differentiate themselves strategically by 
addressing diverse buyer needs, particularly focusing on the price-to-quality ratio of their products. 
Offering competitive pricing without compromising quality allows them to meet clients’ demands for 
strong value propositions. Timely delivery is also crucial for maintaining client trust, with vertically 
integrated players benefiting from greater control over production timelines. Beyond these factors, other 
value-added differentiators would include obtaining certifications, such as the International Organization 
for Standardization (ISO) certifications as an indication of quality process and control measures. 
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Rising Environmental, Social And Governance (“ESG”) Awareness Shifts Preferences Towards 
Sustainable Packaging 

 
Corrugated paper packaging industry is shaped significantly by key ESG  trends in the Philippines, 
largely driven by government initiatives and regulations. Environmental sustainability is a key focus, 
evidenced by local standards for recovered paper established by the Department of Trade and 
Industry’s Bureau of Philippines Standards (DTI-BPS). While up to 90% of fiber raw materials are 
sourced from recovered paper locally, disruptions in the supply chain due to the pandemic and weather 
events have led to reliance on imported materials.  
 
Minimal standards and regulations govern the quality and identity of recovered paper, resulting in the 
misclassification of recovered paper as municipal waste, which in turn led to shipment seizures of this 
imported material and manufacturing delays for the papermaking industry. The introduction of Philippine 
National Standards (PNS) 2162:2021 and 2163:2021 by DTI-BPS in 2022 aim to address these 
challenges by improving raw material identification and stabilization of the supply chain, potentially 
enhancing corrugated paper packaging quality. Embracing sustainable practices aligns with broader 
social and governance goals, promoting responsible sourcing and waste reduction. Regulatory 
frameworks supporting ESG principles also ensure the long-term viability of the papermaking industry 
and instill consumer confidence in sustainable packaging products. 
 
Corrugated paper packaging landscape is also influenced by the implementation of the Extended 
Producer Responsibility (EPR) Law in 2022, on top of the supply-side regulations. This regulation 
addresses demand-side concerns by holding companies accountable for managing their plastic 
packaging throughout its life cycle to combat plastic pollution. Companies must establish EPR programs 
and meet recovery and diversion targets, incentivizing them to explore alternative eco-friendly 
packaging like corrugated paper. As companies seek to meet the stringent requirements of the EPR 
Law, the demand for corrugated paper packaging is projected to grow, presenting opportunities for 
growth and innovation in the industry. 
 
Rising Demand For Customizable Solutions, And Use Of Technology In Paper Packaging 
Industry 
 
The corrugated paper packaging industry in the Philippines is witnessing significant shifts driven by 
evolving market demands and technological advancements. Of which, customizable packaging 
solutions are gaining popularity in the Philippines, driven by the needs of e-commerce and specialized 
manufacturing industries. Fit-to-Product packaging allows businesses to create custom-sized boxes, 
reducing waste and shipping costs, especially with the adoption of dimensional weight pricing by 
logistics companies. Manufacturing sectors like electronics demand specialized boxes such as die-cut 
boxes with carbon coating for protection against electrostatic shocks. Additionally, digital printing 
technology is being embraced to customize packaging designs, catering to consumer sectors where 
branding is important. 
 
Technological advancements in corrugated packaging are also expected to drive future industry growth. 
While still in the early stages, government-funded research on innovations like Modified Atmospheric 
Packaging technology and inner coatings aim to enhance functionality of corrugated packaging. 
Nanotechnology is also emerging as a promising solution for addressing challenges like odor control in 
fruits, with potential applications in corrugated packaging. These advancements suggest the evolution 
of packaging functionalities beyond storage, offering advanced solutions for diverse product needs. 
 
Key drivers and outlook 
 
Strong Export Demand Facilitated By Trade Pacts And Port Upgrades Boost Corrugated 
Packaging Demand 
Demand for corrugated paper packaging in the Philippines is supported by strong trade relations with 
neighboring countries in the Asia-Pacific region. Notably, Malaysia stands out as a top importer of 
Filipino agricultural products, importing USD52.0 million of Filipino agricultural products in the fourth 
quarter of 2023 alone, constituting 25.5% of total agricultural export value to all ASEAN member 
countries. Strong trade ties are further bolstered by Free Trade Agreements (FTAs), such as the 
Philippines-South Korea FTA which eliminates tariffs on various products, enhancing market access for 
agricultural and industrial goods. Additionally, the Regional Comprehensive Economic Partnership 
(RCEP) strengthens trade ties within ASEAN and beyond, boosting demand for Philippine food exports. 
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This surge in demand is evident in the recent resurgence of banana and pineapple exports in 2023, 
further supported by the Philippine government’s commitment to upgrade port infrastructure to allow for 
a more streamlined supply chain between countries, with 19 seaport projects due for completion by the 
end of 2023. Enhanced ports and trade relations minimize barriers and facilitate the flow of goods, 
driving demand for corrugated paper packaging, essential for export transportation. Corrugated 
packaging's durability and reliability make it the preferred medium for exports, emphasizing its role in 
facilitating trade activities. Overall, strong trade relations stimulate demand for corrugated packaging in 
the Philippines, illustrating the interconnectedness between trade dynamics and packaging demand. 
 
Increasing Urbanization And Improved Infrastructure Boosts Commerce And Demand For 
Corrugated Paper Packaging 
 
The demand for corrugated paper packaging in the Philippines is driven by urbanization and significant 
infrastructure improvements aimed at facilitating domestic retail trade and inter-island goods movement. 
The government's "Build Better More" program enhances connectivity across the nation, significantly 
enhancing the distribution of finished goods, benefiting producers and consumers alike, consequently 
driving demand for corrugated paper packaging essential for product packaging. Urbanization, with 
54.4% of the Filipino population residing in urban areas, continues to rise due to rural-urban migration 
for employment opportunities. Increased internet penetration, having grown a notable CAGR of 10.9% 
over the historic period, fuels growth in retail e-commerce, driven by urban residents seeking 
convenience. As e-commerce expands, so does the use of corrugated paper packaging for last-mile 
deliveries. Rural-urban migration driven by employment opportunities will contribute to rising income 
levels and allows consumers to have greater capacity to consider environmental issues, fostering 
heightened consumer awareness of sustainability. This will drive demand for eco-friendly packaging 
solutions like corrugated paper packaging. Overall, urbanization and infrastructure improvements 
catalyze the rise of retail digital commerce and consumer sustainability awareness, fueling increased 
demand for corrugated paper packaging in the Philippines. 
 
Enhanced Trade Access And Infrastructure Development Drive Demand For Corrugated Paper 
Packaging 
 
Corrugated paper packaging demand in the Philippines is poised to benefit significantly from the 
growing landscape of foreign trade. The Philippines, as a maritime nation, is actively pursuing Free 
Trade Agreements (FTA) with multiple external economies to reduce tariffs and trade barriers. The 
recent bilateral FTA with South Korea and ongoing negotiations for an FTA with the European Union 
(EU) exemplify this commitment to fostering strong trade relations. These agreements aim to expand 
market access for Philippine exports, leading to growing exports and a greater need for high-quality 
packaging, with corrugated paper packaging at the forefront due to its secure, durable, and eco-friendly 
characteristics. Moreover, investments in port infrastructure by the Philippine Port Authority (PPA) will 
further bolster the movement of goods, with substantial funds allocated for enhancements in 2024 to 
accommodate the expected surge in trade activities. These investments are aimed at accommodating 
the expected surge in trade and travel activities, with cargo traffic anticipated to increase by as much 
as 7.5%, and cargo volume potentially reaching an all-time high of 291 million metric tons. As the global 
trade landscape continues to improve for the Philippines, the demand for reliable and sustainable 
packaging solutions is set to soar, with corrugated paper packaging positioned as a viable solution to 
meet the growing needs of Philippine exports. 
 
Urbanization, Coupled With Physical And Digital Infrastructure Development To Drive 
Corrugated Paper Packaging Demand  
 
The future demand for corrugated paper packaging in the Philippines is expected to be driven by 
ongoing urbanization and the concurrent enhancement of physical and digital infrastructure throughout 
the forecast period of 2024-2028. Urbanization is projected to continue, with the urban population 
potentially constituting 56.6% of the total population in 2028, driven by rural-urban migration and 
increasing income levels. This will consequently lead to a growth in consumer expenditure at a CAGR 
of 5.7% in the forecast period. Government infrastructure projects like the "Build Better More" program, 
slated for completion by 2028, aim to bolster physical infrastructure nationwide, enhancing connectivity 
and accessibility. Future investments in port infrastructure will also facilitate smoother transportation of 
goods across the border. Additionally, improvements in digital infrastructure, including initiatives to 
enhance internet connectivity and cybersecurity, will fuel the expansion of digital commerce, driving e-
commerce growth.  
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The synergy between advancements in physical and digital infrastructure is expected to drive the 
demand for corrugated paper packaging correspondingly, given its pivotal role in ensuring the safe and 
secure delivery of goods to end consumers. 
 
Downstream industries26 
 
Gradual Recovery In Manufacturing Production And Prices Post-Pandemic 
 
Manufacturing output in the Philippines has shown a recovery to near pre-pandemic levels in 2023, with 
the Manufacturing Production Index climbing to 144.1 from a low of 88.0 in 2020, during which it was 
impacted by COVID-19 lockdowns and mobility restrictions.  
 
Concurrently, the Producer Price Index (PPI) has been on the rise since the peak of the COVID-19 
pandemic in 2021, reaching 82.7 in 2023. Rising PPI can be attributed to increased input costs and 
heightened consumer demand, despite initial disruptions to global supply chains. 
 
Production Metrices in the Philippines, 2019 -2023 

Category Unit 2019 2020 2021 2022 2023 

Manufacturing Production 
Index  2010 = 100 

147.9 88.0 134.3 154.8 144.1 

2019-2023 CAGR: -0.6% 

Producer Price Index  2010 = 100 
81.5 77.8 76.4 81.3 82.7 

2019-2023 CAGR: 0.4% 

 
Technology Adoption To Bolster Growth  
 
The supply of corrugated paper packaging is subjected to influence by the market performance of 
upstream industries, such as agriculture, forestry, and pulp, paper, and paperboard. The conditions and 
output of these upstream industries significantly impact the availability and quality of these raw 
materials, underscoring the connectedness of the value chain in the corrugated paper packaging 
industry.  
 
From 2019 to 2023, the agriculture industry experienced a robust CAGR of 5.1%, reaching USD59.3 
billion in production value in 2023, driven by digitalization, modernization, and infrastructure 
investments aimed at enhancing productivity and market access for local farmers. Conversely, the 
forestry industry saw a decline in production value, with a declining CAGR of 11.0% in the same period, 
reaching USD563.3 million in 2023.  
 
This can be attributed to various factors like extreme weather events, supply chain disruptions, shifts in 
government policies and regulations affecting access to forest resources. Like forestry, the pulp, paper, 
and paperboard industry also faced challenges including disruptions in import of raw materials which 
resulted in a decline in production value, with a declining CAGR of 2.4% in the same period, reaching 
USD274.3 million in 2023. Despite these challenges, investments in technology, infrastructure, and 
product diversification are expected to drive future growth in all three sectors over the forecast period, 
which will consequently propel growth of the corrugated paper packaging industry in the Philippines. 
 
 
 
 
 

 
26 Euromonitor International. (2024, March). Corrugated Paper Packaging in the Philippines. 
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Market size of Upstream Industries, in MSP Production Turnover, 2019 -2028E 

Category Unit 2019 2020 2021 2022 2023 
2024
E 

2025
E 

2026
E 

2027
E 

2028
E 

Agriculture USD 
Billion 

48.6 56.0 58.3 55.6 59.3 64.8 71.1 78.4 86.5 95.7 

2019-2023 CAGR: 5.1% 2024E-2028E CAGR: 10.2% 

Forestry USD 
Million 

897.1 1,033.4 1,076.
4 839.3 563.3 612.0 668.0 732.2 804.7 885.7 

2019-2023 CAGR: -11.0% 2024E-2028E CAGR: 9.7% 

Pulp, Paper, 
and 
Paperboard 

USD 
Million 

302.2 260.6 274.3 281.1 274.3 295.1 319.1 346.7 378.1 413.2 

2019-2023 CAGR: -2.4% 2024E-2028E CAGR: 8.8% 
 
 
Effect of COVID-1927 
 
The COVID-19 pandemic in 2020 caused widespread disruptions in supply chains globally, affecting 
multiple industries in the Philippines, including corrugated paper packaging. In particular, these 
manufacturers faced challenges in procuring kraft liners, made of virgin paper pulp which offer superior 
strength but are mostly imported due to limited local resources. Lockdown measures and job losses 
during this period further impacted operational efficiency, leading to delays in production and delivery 
of corrugated paper packaging. Some manufacturers diversified their suppliers to mitigate disruptions, 
while players with their own upstream resources and facilities could continue with the production of 
corrugated boxes and help mitigate the ill-effects of the pandemic. The disrupted global supply chains 
impacted the foreign supply and production of upstream pulp, paper, and paperboard materials, and in 
turn impacted the local production rate of corrugated paper packaging.  
 
Despite raw material supply chain challenges, demand for corrugated paper packaging increased from 
2020 to 2022, partially due to the surge in retail e-commerce. Lockdowns and remote work spurred a 
shift towards online shopping, prompting companies to bolster their digital presence. The pandemic-
driven surge in online purchases of essential items amplified the usage of retail e-commerce and 
resulted in a rise in home deliveries. Consequently, the utilization of corrugated paper packaging for 
domestic shipments rose, dampening the decline in market performance that has arisen from supply 
chain related factors. 
 
 

(This space was intentionally left blank)  

 
27 Euromonitor International. (2024, March). Corrugated Paper Packaging in the Philippines. 
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BUSINESS 
 
OVERVIEW 
 
Steniel Manufacturing Corporation and its subsidiaries are engaged in the manufacture and distribution 
of corrugated boxes. The Company is one of the oldest operating packaging manufacturers in the 
Philippines. STN has developed a niche in high-quality corrugated boxes for high-value consumer 
goods and agricultural exports. The Company has also developed strong in-house capabilities in 
sourcing, manufacturing, supply chain management, and quality assurance – this allows the Company 
to meet the demanding requirements of its clientele. STN was the largest independent manufacturer of 
corrugated boxes in the Philippines prior to its business slowdown amidst the Asian Financial Crisis in 
1997. 
 
STN’s operations slowed down significantly after the 1997 Asian Financial Crisis,  as increased 
competition as well as the Company’s outdated infrastructure weighed on profitability. In 2006, Steniel’s 
former shareholders authorized the Company to enter into debt rehabilitation proceedings.  Petitions 
for rehabilitation were filed in 2007 for the Company and its subsidiaries, which were all dismissed in 
2009.  By 2012, a new shareholder group completed the acquisition of the outstanding debt of STN and 
equity interest in the Company as detailed in the History section below. 
 
STN has a broad roster of multinational FMCGs, customers, fruit exporters, and domestic packaged 
food manufacturers. This includes well-known companies such as Dole Philippines, Lapanday Foods 
Corporation, Lapanday Diversified Products Corporation, and Philippines Spring Water Resources, 
among others. The Company has an aggregate production capacity of 129.0 million square feet per 
month across two wholly owned production plants in Mindanao.  
 
The Company invests significant resources to ensure the quality of its products and the stability of its 
production. This includes the following:  
 

• Establishment of a robust supply chain with multiple redundancies – STN sources high quality 
virgin pulp paper from USA, New Zealand, Finland, and Sweden, as well as high grade 
recycled pulp paper from Indonesia, Thailand, and Japan;  

• Significant capital investment in state-of-the-art automated production lines to manufacture 
its corrugated boxes;  

• Vertical integration efforts with in-house warehousing, adhesive manufacturing for 
corrugators, and ink kitchens; 

• In-house quality assurance protocols and machinery to ensure that its products remain within 
pre-determined specifications;  

• Acquisition and development of new technical innovations, such as its proprietary dehydrator 
and large-scale digital printer; and, 

• Continuous training and talent development to ensure a deep pool of expertise. 
 

The Company is continuously automating its process flow to maximize production capacity while 
ensuring quality. An overview of the Company’s manufacturing flow is shown below:  
 

• The Company obtains high quality paper reels from its global supplier list.  
• The paper reels are fed into the corrugator, which manufactures the corrugated boards by 

pressing the paper into flutes, after which a top and bottom sheet is glued on. 
• These boards are then scored/slotted, printed, and punched into the desired box shapes.  
• These boxes are folded and packed and then shipped to the end customer.  

 
The Company was incorporated on September 13, 1963 and was granted with extension of its corporate 
term for another 50 years on September 11, 2013 by the SEC. With the passage of the Revised 
Corporation Code, the Company now has perpetual existence. 
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HISTORY 
 
Steniel Manufacturing Corporation (“Steniel”, “STN” or the “Company”) was incorporated and registered 
with the Securities and Exchange Commission on September 13, 1963. It was the largest independent 
producer of corrugated carton boxes in the Philippines, and was listed with the PSE on November 22, 
1963. 
 
Incorporation of Subsidiaries 
 
The Company and the STN Subsidiaries (collectively, the “Group”) are engaged in the manufacturing, 
processing and selling of all kinds of paper products, paper board and corrugated carton containers, 
and all other allied products and processes.  These STN Subsidiaries are: 
 

STN Subsidiaries 
Date of 
Registration 

SEC Registration 
No. 

Steniel Cavite Packaging Corporation (SCPC)28 Oct. 21, 1993 AS093-8725 

Steniel Mindanao Packaging Corporation (SMPC) June 30, 1995 AS095-006250 
 

• SCPC was incorporated and registered with the SEC on November 9, 1993 primarily to 
engage in the manufacturing, processing and selling of all kinds of paper products, paper 
board and corrugated carton containers and all others allied products and processes.  
 
TPC was incorporated and registered with the SEC on May 23, 1994 primarily to engage in 
the manufacturing, processing, purchasing, and selling on wholesale basis, paper, paper rolls, 
paper boards, cartons, containers, packaging material and other pulp and paper products. 
The registered office address and principal office of TPC was located at Hernan Cortes Street, 
Manduae City, Cebu, Philippines.  
 
In 2016, the merger between SCPC and TPC (the former as the surviving entity) was 
approved by the Board of Directors and shareholders of both corporations. The application 
for merger was approved by the SEC on May 30, 2018.  
 
SCPC’s principal office is located at Gateway Business Park, Brgy. Javalera, General Trias, 
Cavite, Philippines.  
 

• SMPC was incorporated on June 30, 1995 primarily to engage in the business of 
manufacturing, importing, buying, selling or otherwise dealings in, at wholesale and retail, all 
kinds of paper, paper rolls, paper boards, cartons, containers, packaging materials and other 
pulp and paper products.  SMPC was a wholly-owned subsidiary of the Company.  

 
In December 2013, the Company sold its entire equity share in SMPC.  The book value then 
of SMPC was Php0.932 per share but it was sold by the Company at a price of Php2.16 per 
share.  The Company saw an opportunity to cash in on its investment considering that due to 
stagnating operations and with SMPC’s increasing deficit, the continuing ownership of SMPC 
will further affect the deficit of STN.  The sale was completed in December 2013 where STN 
realized a premium of Php1.23 per share. 

 
In 2019, the BOD and stockholders of the Company approved the reacquisition of shares of 
SMPC through a share swap transaction wherein all shareholders of SMPC will exchange all 
their shares in SMPC for shares of the Company. In preparation for these share issuances as 
a result of the share swap and conversion to equity transactions, the Company’s BOD 
approved the increase of the Company’s authorized capital stock from Php1 Billion to Php2 
Billion.  The same was approved and ratified by the stockholders during the annual 
stockholders’ meeting held on July 17, 2019 and reconfirmed on November 19, 2020. 
 
 
 

 
28 Treasure Packaging Corporation (TPC) was merged with SCPC on May 30, 2018. 



 

85 

 

On December 29, 2020, the Company issued 269,250,000 shares to the shareholders of 
SMPC effecting the share swap following the SEC approval of the Company’s increase in 
authorized capital stock on the same day.  The transfer of the SMPC shares in favor of the 
Company was subsequently recorded after the relevant CARs were issued by the Philippine 
Bureau of Internal Revenue (“BIR”). 

 
SMPC’s principal place of business is located at Km. 25 National Highway, Bunawan District, 
Davao City.  

 
Petitions for Rehabilitation and Debt Restructuring 
 
In 2000, the Company entered into a loan agreement with a group of banks and financial institutions 
pursuant to which the Company was granted a P636 Million term loan. The loan was secured by real 
and chattel mortgages.  Unfortunately, due to the working capital drain as a result of prior debt service 
payments and the difficult business and economic conditions, the Company found it difficult to sustain 
further payments of debt while at the same time ensuring continued operations.  STN failed to settle its 
outstanding short-term and long-term loans which were supposed to mature at various dates in 2004, 
2005, and 2006 and was declared by the lending banks in default in May 2006. The lending banks 
subsequently sold and assigned the loan balances. 
 
In July 2006, the Company’s shareholders approved the filing of borrower-initiated petitions for 
rehabilitation. At the time of the filing of the said petitions, the Company lacked liquidity but had assets 
that can adequately cover its liabilities.  Following the Company’s disclosure of the authorization to 
enter into rehabilitation proceedings, PSE imposed a trading suspension on the shares of the Company 
on July 5, 2006.  
 
From 2007 to 2009, petitions for corporate rehabilitation were filed with different regional trial courts, 
which were all dismissed in 2009.   
 
In 2009, the Company commenced discussions on the restructuring of the loan. In October 2010, STN 
executed the Amended and Restated Omnibus Agreement (the "Restructuring Agreement") whereby 
the outstanding principal and accrued interest expense as at September 30, 2010 was restructured for 
25 years. 
 
In order to reduce the loan, the parties agreed to (i) exchange or dacion (a) all of the outstanding 
common and preferred shares of stock in Steniel Land Corporation and (b) identified idle assets of STN 
and SCPC in favor of Greenkraft. and (ii) convert the loan into equity though the issuance of shares 
from STN’s unissued capital stock.  
 
As at December 31, 2023, the restructured loan was fully paid. 
 
Shareholdings 
 
Prior to 2006, Steniel (Netherlands) Holdings B.V. (“SNHBV”), a company incorporated in Amsterdam, 
The Netherlands, owned 82.2716% of the shares of the Company.  SNHBV was then 100%-owned by 
Steniel (Belgium) Holdings NV (“Steniel Belgium”).   In 2006, Steniel Belgium sold its shares in SNHBV 
to certain directors and officers of the Company.  With the sale of shares, SNHBV became the ultimate 
parent company. 
 
On the same year, the Company failed to settle its loans.  Due to the working capital drain as a result of 
prior debt service repayments and the difficult business and economic conditions, the Company found it 
difficult to sustain further payments of debt while at the same time continuing with its operations. The 
Company filed petitions for rehabilitation while the lending banks sold and assigned the loan balances.  
In 2010, the Company executed the Restructuring Agreement with the new creditors. 
 
Consequent to the restructuring of the loan in 2010 as discussed above, the Company issued a total of 
123,817,953 shares to Roxburgh through the conversion of debt to equity. The conversion resulted to 
the reduction of the Company’s outstanding debt and recognition of additional paid in capital. As a 
result, Roxburgh became the owner of 12.3818% of the Company, while the ownership of SNHBV and 
the public was reduced to 72.0849% and 15.5333%, respectively. 
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In January 2012, the shareholders of SNHBV entered into a Share Purchase Agreement with Right 
Total for the acquisition of 100% of the issued and outstanding shares of SNHBV. With the sale of 
shares of SNHBV, Right Total became the owner of the 72.0849% shares of SNHBV consequently 
making Right Total as the ultimate parent company of the STN. 
 
Also in January 2012, the Company received a tender offer report from Right Total offering to purchase 
the 279,151,088 shares held of the minority investing public or 27.92% of the total issued shares at a 
price of Php0.0012 per share or an aggregate price of Php334.9 million. A total of 2,115,692 common 
shares were tendered and accepted by SNHBV, constituting 0.0021% of the total outstanding capital 
stock of the Company. Such accepted tender offer did not significantly change the percentage 
ownership of the minority investing public. 
 
In June 2019, the Company’s Board of Directors approved the reacquisition of SMPC through a share 
swap transaction involving the transfer of 100% of the outstanding capital stock of SMPC in favor of the 
Company in exchange for STN shares. The Company also approved the conversion of the loans 
extended by Greenkraft and Roxburgh into equity.  These approvals were made in view of the need to 
address the negative stockholders’ equity of the Company.  
 
In preparation for these share issuances, the Board approved the increase of the Company’s authorized 
capital stock from Php1 Billion to Php2 Billion. The same was approved and ratified by the stockholders 
during the annual stockholders’ meeting held in July 2019 and reconfirmed in November  2020. 
 
In October 2020, the Buyer Group entered into a Share Purchase Agreement with SNHBV as seller to 
acquire 649,908,308 common shares, equivalent to 64.99% of the total shareholdings of the Company. 
In compliance with the Securities and Regulations Code and its Implementing Rules and Regulations, 
the Buyer Group made a tender offer involving the remaining outstanding shares of the Company , 
excluding the 70,940,604 common shares of SNHBV not included in the Share Purchase Agreement. . 
A total of 11,780,533 common shares of STN were tendered, which comprise approximately 1.18% of 
the total issued and outstanding shares of STN. 
 
Following the completion of the tender offer, SNHBV and the Buyer Group executed the deed of sale 
in November 2020 involving the 649,908,308 shares of the Company.  As of the date hereof, the transfer 
of the 649,908,308 common shares in favor of the Buyer Group has been recorded in the books of STN. 
The transfer effectively reduced the shareholding of SNHBV to 5% of the Company’s outstanding capital 
stock.   
 
In December 2020, the SEC approved STN’s application for increase of authorized capital stock from 
Php1 Billion to Php2 Billion resulting to the issuance of 418,821,081 common shares in favor of the 
Buyer Group and Roxburgh.  The increase was (i) partly subscribed by the share swap transaction 
wherein STN reacquired SMPC in exchange for STN shares issued to the Buyer Group; and (ii) partly 
subscribed through conversion of loans extended by Greenkraft and Roxburgh into equity.  
 
In October 2023, SNHBV and Greenkraft sold a total of 130,940,604 shares for purposes of complying 
with the minimum public ownership float requirement of at least 20% of a company’s outstanding capital 
stock.  As of the date hereof, the Company’s major shareholders are comprised of the STN Principals. 
 
Recent Acquisitions 
 
The Company, through SCPC and SMPC, acquired the box plant assets used by Dole Philippines, Inc. 
(“Dole”) in Davao del Norte for the production of its packaging materials. Dole is engaged in producing 
fresh fruits for export and local sales. 
 
The box plant assets, all located in Davao Del Norte, consist of the buildings, other land improvements, 
machines, motor vehicles as well as the land where the box plant is located.  SCPC acquired the land 
from Diamond Farms, Inc. on December 1, 2021 and the rest of the box plant assets from Dole on 
January 24, 2022.  Dole turned over the operations of the box plant assets on February 24, 2022. 
 
Simultaneous with the acquisition of the box plant assets was the execution of an agreement between 
Dole and SMPC for the supply of boxes, labels and other packaging materials made of paper related 
products. 
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With a minimum purchase commitment from Dole, the Supply and Purchase Agreement (also referred 
as Long Term Supply Agreement or LTSA) is effective from February 24, 2023 to February 23, 2032, 
and later extended to February 23, 2033.   
 
With the foregoing acquisitions and contractual arrangements with Dole, the Company, through SCPC 
and SMPC, expects to increase STN’s production capacity from 64.5 million square feet per month to 
129 million square feet per month and to double its revenues. 
 
Backdoor Listing 
 
On May 22, 2023, the Company was advised by the PSE that the reacquisition of SMPC resulted in a 
change in STN’s business as well as the change in control over the Company; hence, STN is subject 
to the requirements imposed on companies undergoing backdoor listing.  The Company was required, 
among others, to (i) comply with the minimum public ownership requirement of at least 20% of the 
outstanding capital stock, and (ii) conduct a public offering of its shares.  
 
In compliance with the first requirement of the PSE, some shareholders of STN offered to sell their 
shares to the public. In October 2023, SNHBV and Greenkraft sold a total of 130,940,604 shares to the 
public for purposes of complying with the minimum public ownership requirement.  With the sale of the 
said shares, the Company’s public float increased to 22.27% as of November 21, 2023. After 
compliance with remaining PSE requirements, the trading suspension on STN’s shares was lifted on 
April 29, 2024. 
 
This Offer, on the other hand, is being made in compliance with second the requirement above; i.e. a 
public offering of at least ten percent (10%) of its issued and outstanding shares within one (1) year 
from closing or completion of the transaction giving rise to backdoor listing.  
 
 
KEY MILESTONES 
 
Date Milestones 

1963 Incorporation of STN 
1993 Listing of STN with the PSE; Incorporation of SCPC 
2006 Suspension on trading of STN shares; Sale of SNHBV shares  
2010 Execution of the Amended and Restated Omnibus Agreement 
2012 Sale of SNHBV shares to Right Total 
2013 Divestment of interest in SMPC 
2019 Approval by STN’s Board and shareholders to reacquire SMPC and to convert loans into equity  
2020 Acquisition by STN Principal of 64.99% of STN from SNHBV; Approval by the SEC of STN’s 

application for increase of capital stock from P1 Billion to P2 Billion  
2021 Acquisition by SCPC of the box plant assets in Davao del Norte  
2023 Sale of shares resulting to increase of public float 
2024 Lifting of trading suspension 
 
 
RECENT ISSUANCE OF SHARES 
 
On December 29, 2020, the Company issued a total of 418,821,081 common shares upon approval by 
the SEC of its application for increase of authorized capital stock from Php1 Billion to Php2 Billion.  The 
subscription was partly paid by debt-to-equity conversion and partly through a share for share swap 
transaction.  By virtue of this activity, (i) the Company’s debt was reduced by Php149,562,081.00 upon 
conversion of the equivalent debt into equity, and (ii) SMPC became its wholly owned subsidiary.  
 
Said issuance is considered an exempt transaction under SRC 10.1 (e) or the sale of capital stock of a 
corporation to its own stockholders exclusively, where no commission or other remuneration is paid or 
given directly or indirectly in connection with the sale of such capital stock and (i) or the subscriptions 
for shares of the capital stock of a corporation prior to the incorporation thereof or in pursuance of an 
increase in its authorized capital stock under the Corporation Code, when no expense is incurred, or 
no commission, compensation or remuneration is paid or given in connection with the sale or disposition 
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of such securities and only when the purpose for soliciting, giving or taking of such subscriptions is to 
comply with the requirements of such law as to the percentage of the capital stock of a corporation 
which should be subscribed before it can be registered and duly incorporated, or its authorized capital 
increased.  
 
Apart from the foregoing, there are no recent sales of unregistered or exempt securities. 
 
 
CORPORATE STRUCTURE 
 

 
 
 
The Company currently has an authorized capital stock Php2,000,000,000.00, divided into 
2,000,000,000 common shares with a par value of Php1.00 each, of this 1,418,812,081 shares are 
subscribed and paid up.  
 
 
STN SUBSIDIARIES 
 
Steniel Mindanao Packaging Corporation  
 
SMPC was incorporated on June 30, 1995 primarily to engage in the business of manufacturing, 
importing, buying, selling or otherwise dealings in, at wholesale and retail, all kinds of paper, paper rolls, 
paper boards, cartons, containers, packaging materials and other pulp and paper products. 
 
As at December 31, 2012, SMPC was a wholly-owned subsidiary of the Company. In 2013, the 
Company sold its entire equity share in SMPC.  The book value then of SMPC was Php0.932 per share 
but it was sold by the Company at a purchase price of Php2.16 per share.  The Company saw an 
opportunity to cash in on its investment considering that due to stagnating operations and with SMPC’s 
increasing deficit, the continuing ownership of SMPC will further affect the deficit of STN.  The sale was 
completed in December 2013 where STN realized a premium of Php1.23 per share. 
 
On June 26, 2019, the Company approved the reacquisition of SMPC through a share swap transaction 
involving the transfer of 100% of the outstanding capital stock of SMPC in favor of the Company in 
exchange for STN shares. In preparation for these share issuances, the Company’s Board approved 
the increase of the Company’s authorized capital stock from Php1 Billion to Php2 Billion. The same was 
approved and ratified by the stockholders during the annual stockholders’ meeting held on July 17, 
2019 and reconfirmed on November 19, 2020. 
 
On December 29, 2020, the Company issued 269,250,000 STN shares to the shareholders of SMPC 
effecting the share swap following the SEC approval of the Company’s increase in authorized capital 
stock on the same day. The transfer of the SMPC shares in favor of the Company was subsequently 
recorded after the relevant CARs were issued by the Philippine Bureau of Internal Revenue (“BIR”). As 
of the date hereof, the Company is the registered owner of 100% of the outstanding capital stock of 
SMPC. 
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Through the reacquisition of SMPC, the Company can take advantage of the profitable operations of 
SMPC. Reacquiring SMPC as subsidiary permits the Company to enjoy, indirectly, the existing client 
base and market presence of the company, which SMPC managed to develop and improve following 
the divestment of STN in 2013. The reacquisition resulted to increased revenues for the Company. 
 
SMPC is responsible for operations of the Bunawan Plant, the Carmen Plant, and the Gensan Plant.  
 
Bunawan Plant 
 
The Bunawan Plant was established in 1995 and is currently located on Km. 25 National Highway, 
Bunawan, Davao. The production facility spans 18,000 sqm and has an aggregate production capacity 
of 64.5 million square feet per month. Key customers that the Bunawan Plant caters to include Dole 
Philippines, Lapanday Farms, and Monde Nissin. As of June 30, 2025, the Bunawan Plant has a 
production uptime of 75.0% to 85.0%.  
 
The Bunawan Plant employs a comprehensive suite of equipment designed to automate the 
manufacturing process. Key equipment include:  
 

a. 2.2 meters corrugating line 
b. Flexo-folder gluer 
c. Digital printers 
d. Flexo-rotary die cutter 

 
Products manufactured at the Bunawan Plant include: 
 

 
 

 
 
Photos of the Bunawan Plant 

  
Bunawan Plant Façade Paper Rolls Storage 
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Corrugating Line  Converting Machine 

 
Carmen Plant 
 
The Carmen Plant is located on Purok 10B, Alejal, Carmen, Davao del Norte. This facility was initially 
owned by Dole Philippines Inc. (“Dole”) and an affiliate, Diamond Farms Inc., then acquired by SCPC. 
The production facility spans 33,000 sqm and has an aggregate production capacity of 64.5 million 
square feet per month. As of June 30, 2025, the Carmen Plant has a production uptime of around 75.0% 
to 85.0%, as it generally caters to the requirements of Dole Philippines29.  
 
The Carmen Plant employs a comprehensive suite of equipment designed to automate the 
manufacturing process. Key equipment includes:  
 

a. 2.2 meter corrugating line 
b. 2.2 meters corrugating line 
c. Flexo-folder gluer 
d. Flexo-rotary die cutter 

 
Products manufactured at the Carmen Plant include: 
 

 
 

 
29 Note that there are no contractual limitations on the production capacity of the Carmen Plant – however, most of the 
Company’s current demand (ex-Dole) is serviced by the Bunawan Plant.  
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Photos of the Carmen Plant 

  
Carmen Plant Façade  Paper Rolls Storage 

  
Corrugating Line  Converting Machine 

 

 
Gensan Plant 
 
The Gensan Plant was established in 2003 and is currently located on BTY Compound National 
Highway, Apopong, General Santos City. The production facility spans 1,320 sqm and is focused on 
converting corrugated boards into finished goods. The Gensan Plant has an aggregate converting 
capacity of 6.6 million square feet per month. Key customers that the Gensan Plant caters to are mainly 
seafood processing companies within the region. As of June 30, 2025, the Gensan Plant has a 
production uptime of around 75.0% to 85.0%.  
 
The Gensan Plant employs a comprehensive suite of equipment designed to automate the 
manufacturing process. Key equipment includes flexo-folder gluer. 
 
Products manufactured at the Gensan Plant include: 
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Photos of the Gensan Plant 

  
Gensan Plant Façade  Converting Machine 

 
Steniel Cavite Packaging Corporation 
 
SCPC was incorporated and registered with the SEC on November 9, 1993 primarily to engage in the 
manufacturing, processing and selling of all kinds of paper products, paper board and corrugated carton 
containers and all others allied products and processes. 
 
On June 30, 2006, SCPC’s Board of Directors decided to discontinue its packaging operations in light 
of the difficult economic and business conditions and the continued business losses experienced by the 
company. Since it discontinued its packaging operations until 2015, SCPC was engaged in purchasing, 
processing and reselling various paper products and the leasing of its machinery and equipment. 
 
In 2021, SCPC acquired the packaging operations of Dole in Davao Del Norte for the production of its 
packaging materials.  Dole is engaged in producing fresh fruits for export and local sales.  
 
The box plant assets, all located in Davao Del Norte, consist of the buildings, other land improvements, 
machines, motor vehicles as well as the land where the box plant is located.  SCPC acquired the land 
from Diamond Farms, Inc. on December 1, 2021 and the rest of the box plant assets from Dole on 
January 24, 2022.  Dole turned over the operations of the box plant assets to SCPC on February 24, 
2022.  
 
Currently, SCPC owns the Carmen Plant; however, SCPC relies on SMPC to operate the Carmen Plant. 
This acquisition had several key benefits:  
 

a. Expansion of STN’s customer base, as the packaging requirements of Dole are contractually 
obligated to be sourced from the Carmen Plant; 

b. Expansion of production capacity; 
c. Diversification of product portfolio; and, 
d. Protect STN’s overall market share in the Mindanao area.  

 
As of June 30, 2025, SCPC’s operations are focused on the leasing of the Carmen Plant to SMPC.  

 
 

PRODUCTION PROCESS 
 
Steniel manufactures corrugated boxes tailored to high value consumer products and agricultural 
exports. Products such as bananas and pineapples are very fragile and require careful handling. To 
maintain the value of these goods, high quality packaging is key. As a result, the Company must ensure 
that its products meet the specifications of its exacting clientele.  
 
To ensure that the Company’s products meet the requirements of its customers, Steniel does the 
following:  
 

a. STN assists customers in determining and designing the corrugated box, particularly with 
respect to the specific materials and strength requirements; 

b. STN maintains a robust supply chain to ensure that it has the proper raw materials; 
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c. STN has in-house production capabilities of several key inputs to ensure that it has a steady 
supply of high grade raw materials. 

d. STN has a quality assurance department to ensure that its production runs remain within the 
predetermined specifications. 

 
The Company’s production process is enumerated below, with an illustration of the process flow 
immediately after:  
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COMPETITIVE STRENGTHS 
 
Established corrugated box brand 
 
Having been established in 1963, Steniel is one of the oldest operating packaging manufacturers in the 
Philippines. Moreover, prior to its debt rehabilitation proceedings in 2006, the Company was the single 
largest independent manufacturer of corrugated fiberboard in the country. As such, Steniel has a strong 
legacy which serves as a significant competitive advantage.  
 
STN maintains its brand by ensuring the quality of the Company’s products. The Company routinely 
invests in new technologies, such as its digital printers. Moreover, the Company maintains in-house 
quality assurance laboratories to ensure that its production runs are within the specifications indicated 
by its customers. Finally, the Company uses high-quality input products to provide strength and 
reliability to its products. These measures guarantee the quality and consistency of the Company’s 
products.  
 
Steniel has an in-house team responsible for routine maintenance of the machines. The Company has 
a pre-determined schedule of weekly, monthly, and annual maintenance processes. This ensures that 
STN can maintain its production output. As of June 30, 2025, the Company has recorded an uptime 
rate of 75.0% to 85.0%.  
 
STN’s strong reputation has helped the Company develop a customer list comprised of well-known 
local and multinational FMCGs and premium agricultural exporters. A detailed discussion of the 
Company’s customer base is provided in the Business section – Customers of this Prospectus. 
 
Long-standing customer relationships 
 
As Steniel is one of the oldest operating packaging manufacturing companies in the Philippines, the 
Company has developed a long relationship with its customers. Moreover, Steniel’s focus on quality, 
consistency, production stability, and customizability translate to customer satisfaction and good 
retention rates.  
 
Further, senior management regularly engages with major customers to deepen rapport with its 
clientele. This helps mitigate the threat of substitution and create barriers to entry.  
 
A detailed discussion of the Company’s customer base is provided in the Business section – Customers 
of this Prospectus. 
 
Experienced and seasoned management team 
 
The Company is led by an experienced management team with an established track record. Note that 
the senior management team of Steniel collectively has over 100 years of experience. The Company is 
led by Mr. Nixon Y. Lim, who has worked extensively in the packaging business, particularly in the field 
of sales, marketing, manufacturing, and finance. He holds a degree in BS Physics from De La Salle 
University Manila.  
 
Ms. Eliza C. Macuray, the Company’s CFO, has very deep experience in the packaging industry as 
well. Prior to joining STN, her previous work experience was with United Pulp and Paper Co., Inc. for 
more than 2 decades, where she gained her experience in the paper business, particularly in finance 
with focus on tax matters. She holds a degree from Arellano University for BS Commerce, major in 
Accounting.  
 
Mr. Esteban C. Ku, a director on the Company’s Board, has extensive experience in plant operations, 
sales, marketing, and finance. His prior role includes acting as the production supervisor for 
International Pharmaceutical, Inc. in Xiamen. He is a licensed chemical engineer from the University of 
San Carlos.  
 
Ms. Zita D. Balogo is the general manager of SMPC and oversees the operations of the Bunawan Plant 
and the Carmen Plant. She is also the President of ZESI Auxano Perissos Management and Consulting, 
Inc., serving clients across BPO, government, manufacturing, construction, and service sectors. Prior 
to Steniel Mindanao Packaging Corporation, Ms. Balogo held transformative roles at Holcim Philippines 



 

95 

 

as Vice President for Operations and Human Resources. She holds a Master of Science in 
Environmental Management and Bachelor of Science in Industrial Management Engineering.  
 
Prior to the entry of the STN Principals, the Company’s operations were significantly distressed. 
Notably, Steniel’s prior shareholders authorized the Company to enter debt rehabilitation proceedings. 
However, the STN Principals were able to improve operations and acquire additional production 
facilities. The Company has posted revenue growth of -3.8%, 54.5%, 72.8%, and -2.94% for the 
financial years ended December 31, 2024, 2023, and 2022 and for the period ending June 30, 2025, 
with a net income margin of 3.1%, 2.4%, 1.3%, and 1.7%, respectively.  
 
Resilient supply chain 
 
Steniel has developed a strong supply chain backed by an in-house purchasing team. The Company 
has established a deep supply chain that includes, but is not limited to, the European region as well as 
the Asia Pacific region. STN maintains a broad base of suppliers to ensure a stable supply of high 
quality pulp paper at a cost competitive price. Moreover, the Company is able to manage risks 
associated with regional disruptions and maintain production rates. STN also maintains in-house 
capabilities to ensure stable supplies of key ingredients. This includes proprietary adhesive 
manufacturing for corrugators, and ink kitchens. Steniel also owns a one hectare warehouse to 
opportunistically capitalize on price fluctuations of its raw materials. 
 
The Company continuously sources various grades of pulp paper to ensure that the manufactured 
product is in line with the specifications indicated by its customers. This also ensures that its products 
remain competitive in the market by providing more cost-conscious customers other alternatives right 
sized for their products.  
 
All raw materials are rigorously tested to ensure compliance with internal standards. The Company 
maintains in-house quality assurance laboratories to assess these products. Steniel invests in 
continuous improvement initiatives, leveraging technology, on-the-ground insights, and feedback from 
suppliers to enhance efficiency, reduce lead times, and optimize costs.  
 
Notably, Steniel’s Carmen Plant currently has a production uptime of around 80.0%. A detailed 
discussion of suppliers is provided in the Business section – Suppliers of this Prospectus. 
 
Strategically located production facilities in Davao 
 
Most of the Company’s products are manufactured in Steniel’s Carmen and Bunawan Plants, both 
located in the Davao region. These plants cater to the regional requirements of key local and 
multinational FMCGs, thereby providing optimal operation efficiency and market accessibility. Note that 
individual corrugated boxes are space intensive and holds little inherent value. As such, long-distance 
shipping of these products is not economically feasible, as the high competition translates to tight profit 
margins. This implies that local providers of high-quality packaging products will become the preferred 
suppliers.  
 
Moreover, Steniel’s two production facilities are within close proximity to each other. This allows the 
Company to flexibly shift production capacity across both facilities depending on production 
requirements. This provides increased operational efficiency, cost-effectiveness, and overall market 
responsiveness. The two plants also provide built-in redundancies – in the event that one plant is unable 
to produce, the Company can increase production in the other. This allows Steniel to ensure stable 
output for its customers. 
 
The Company’s production plants are also located near key highways and shipping ports with good 
access to deep pools of labor. This allows Steniel to minimize its logistics costs while ensuring that STN 
can provide a stable supply of packaging products to its customers. Additionally, the proximity of these 
facilities to each other streamlines the Company’s supply chain management as raw materials can be 
easily shared and transferred between plants and minimizes supply disruptions. Moreover, the 
geographic proximity of the plants to each other also allows Steniel to capitalize on economies of scale. 
Bulk purchasing, shared logistics, and common administrative functions help improve efficiency.  
 
A detailed discussion of the Company’s production facilities is provided in the Business section – Key 
Subsidiaries of this Prospectus. 
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PLANS AND PROSPECTS 
 
Deepen relationships with existing customers 
 
Steniel has strong relationships with key fresh fruit producers and FMCG companies within the 
Mindanao area. Nonetheless, Steniel continuously looks for opportunities to further deepen these 
relationships to increase customer retention. These efforts include:  
 

• Focus on customer service; 
• Providing high quality products at a competitive price; 
• Ensuring the stability of production to ensure customers able to keep adequate inventories of 

corrugated boxes; 
• Steniel’s senior management directly liaises with key management of its clientele to deepen 

their personal relationships; 
• Continuous product development to ensure Steniel boxes are the packaging of choice; and 
• Development of ancillary product lines (such as paper liners and plastic stickers for bananas) 

to capture more of their customers’ requirements and value chain.  
 
Develop new customer relationships outside of agriculture 
 
The majority of the Company’s existing clientele is focused on the agriculture industry. However, STN 
believes in diversifying its revenue streams and enhancing the stability of its cashflows. As such, the 
Company is looking to expand to customers in other industries, such as FMCG, plasticwares, processed 
food, and beverages. 
 
A more comprehensive discussion on Steniel’s customer acquisition efforts can be found in the 
Business section – Customers of this Prospectus.  
 
Focus on future expansion facilities  
 
Euromonitor has noted that the corrugated paper packaging industry should grow at a CAGR of 7.3% 
between 2024 and 2028. STN believes that the Company is well positioned to capitalize on the 
industry’s growth, given its strong brand, resilient customer relationships, strong management profile, 
and robust supply chain. To further strengthen its position in the market, the Company intends to 
develop a new corrugated box plant in Panabo, Davao del Norte.  
 
To fund the early stage development of this new facility, STN is looking to earmark Php250.0 million 
from the Net Offer Proceeds. Note that as of June 30, 2025, the Company has two production plants 
and a converting facility. These two facilities have an aggregate production capacity of 129.0 million 
square feet per month, and is currently operating at 60-70% of total capacity. 
 
A more comprehensive discussion of this expansion can be found in the Use of Proceeds section of 
this Prospectus.  
 
Assess acquisition opportunities of businesses 
 
Steniel is continuously looking to increase market share and further consolidate its position in the 
Mindanao market. As such, the Company remains open to opportunistic acquisitions to expand 
inorganically. Notably, STN acquired the box plant of Dole through the Stanfilco Acquisition on February 
2022, which translated to a 54.5% increase in revenues in 2023 to Php3.4 billion.  
 
Management also believes that these opportunistic acquisitions help the Company:  

• Consolidate its position in the market as the supplier of choice for quality corrugated boxes; 
• Improve operational efficiencies through the development of synergies across its facilities; 
• Introduce further flexibility in its operations and potential redundancies, which should ensure 

its stability of production; and,  
• Acquire new customers previously cornered by its competitors.  
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KEY STRATEGIES  
 
Invest in technology 
 
The Company aims to continually invests in new technologies to improve efficiency and increase the 
quality of its products. Steniel owns automated machines which can produce corrugated packaging 
efficiently. These machines require significant capital and form a strong barrier to entry. Key equipment 
include: 

• 2.2 meters corrugating line 
• Flexo-folder gluer 
• Digital printers 
• Flexo-rotary die cutter 

 
Focus on efficiency 
 
As Steniel’s products are commodified, the industry is subject to very strong domestic competitive 
forces. As such, the Company continually looks to improve production efficiency, while maintaining 
quality. These initiatives include:  

• Close coordination with customers and across departments to establish the correct box 
specifications; 

• Ensure adequate supply of raw materials to facilitate continuous production; 
• Routine maintenance of its equipment to ensure uptime; 
• Acquisition and retention of talent to ensure smooth operations; 
• Close monitoring of production lines to minimize production errors and minimize wastage; 
• In-house quality assurance to minimize product returns; and, 
• Close coordination with in-house and third-party logistics partners.  

 
These efforts minimize wastage and facilitate continuous production runs – which helps protect the 
Company’s profitability.  
 
Expand manufacturing capacity  
 
Euromonitor noted that the corrugated box industry is highly fragmented – as such, Steniel’s 
management believes that there is an opportunity for consolidation. This will allow the Company capture 
more of its customers’ demand, thereby deepening its relationship with its clients. Moreover, this will 
also allow STN to potentially acquire new customers and further gain market share.  
 
To execute this, STN management remains open to opportunistic acquisitions to expand inorganically. 
The Company is currently focused on bolt-on acquisitions to minimize interruptions to its day-to-day 
operations. The Company believes it has adequate resources to acquire potential targets through its 
organic cashflows and leverage. Notably, STN through SCPC and SMPC, acquired the box plant assets 
used by Dole in Davao del Norte for the production of its packaging materials on February 2022. This 
acquisition translated to a 54.5% increase in the Company’s revenues in 2023 to Php3.4 billion.  
 
As of the financial period ending December 31, 2024 and June 30, 2025, STN had a debt-to-equity 
ratio30 of 1.7x and 2.2x.  
 
Diversify product types 
 
Steniel believes in diversifying its revenue streams to preserve the stability of its cashflows. As such, 
the Company is looking at expanding its product portfolio into ancillary products. These other products 
include paper liners, which are used to protect sensitive products, as well as flexible plastic packaging 
(e.g., stickers on agricultural produce).  
 
STN believes this should provide additional revenue streams, increase customer retention, and further 
capture additional value from its existing clientele.  
 

 
30 Calculated as total bank debt / total equity. 
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Develop talent pool 
 
Steniel continues to invest in developing its employee pool, comprised of in-house and external talents. 
STN believes that its employees are a strong competitive advantage, and ensure that the Company is 
able to provide good customer service and high quality products. It continues to foster the growth and 
development of its talent pool, thereby managing attrition risk and ensuring a more dedicated workforce.  
 
The Company provides ongoing technical and soft-skills training to key employees to ensure that its 
workforce is well-equipped to meet evolving business needs. Moreover, STN also fosters a culture of 
mentorship, wherein experienced employees mentor newer team members, sharing valuable 
knowledge and career advice. Additionally, high-potential employees receive personalized executive 
coaching to prepare them for leadership roles. 
 
STN believes that its focus on developing talent pool is essential to its succession planning strategy. 
By nurturing its employees and preparing them for future leadership roles, Steniel is building a resilient 
and dynamic organization poised for continued success. The Company’s commitment to promoting 
from within not only enhances employee satisfaction but also ensures that Steniel remains competitive.  
 
Focus on customer service 
 
Steniel believes that a strong focus on customer service is critical to its business plans. As the industry 
is very competitive, STN’s strong relationships with its customers continue to be a strong differentiating 
factor. Senior management regularly engages with major customers to deepen rapport with its clientele. 
This helps mitigate the threat of substitution and create barriers to entry. 
 
Steniel focuses on providing high-quality corrugated boxes at a competitive price. Moreover, Steniel 
also designs its boxes in line with the requirements of its customers, to ensure that its products meet 
quality criteria at a competitive rate. STN also invests in quality assurance to ensure that its products 
are manufactured within pre-determined specifications. Finally, the Company also provides strong after-
sales support – any returns are handled promptly and discussed with customers. By consistently 
delivering strong service, Steniel has earned the loyalty of its customers, many of whom have been with 
the company for years. 
 
 
OPERATIONS 
 
Marketing and sales 
 
The Company maintains a dedicated sales team with a proprietary customer list. To develop its client 
base, STN primarily relied on the network and professional relationships of the STN Principals. 
Moreover, the Company continuously develops its pipeline of active customers by leveraging on 
Steniel’s strong brand equity developed through its long history. STN also continuously supports its 
clients’ events and participates in major trade shows of key industries, such as banana and tuna.  
 
Steniel mainly relies on its strong brand equity and reputation for quality to entice new customers. 
However, the Company makes strong efforts to satisfy its clientele. This includes having an in-house 
design studio, as well as remaining very flexible in terms of product specification. The Company can 
work alongside its customers to ensure that the packaging design and specifications are tailored to its 
customers’ specific requirements.  
 
Credit and collection 
 
STN maintains billing and collection teams servicing each operational facility. Payment terms range 
from 60 – 90 days upon receipt of billing invoice.   
 
To ensure collection, STN regularly monitors the status of collections of each customer. It also regularly 
sends reminders to clients of any upcoming payment schedule to ensure timely payments and 
avoidance of penalties for late payments. Moreover, STN ensures ease of payment to its customers by 
offering different modes of payment. Payments can be settled through, cash, check or online bank 
transfers. 
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Financing  
 
The STN Subsidiaries maintain a prudent mix of debt and equity to maximize shareholder returns while 
maintaining a sustainable capital structure. The table below highlights the outstanding debt facilities of 
STN as of June 30, 2025:  
 

Borrowe
r 

Lender / 
Bank 

Facility size Pricing Payment 
structure 

Security / 
collateral 

Term Loan 
SCPC BDO 407,787,308.19* Prevailing 

Bank Lending 
Rate 

7 years 
monthly 
amortization 

Land, Building, 
and Suretyship 

Working Capital Lines 
SMPC BDO 1,505,000,000.00 Prevailing 

Bank Lending 
Rate 

30 to 180 
days 

Suretyship 

SMPC BPI 910,000,000.00 Prevailing 
Bank Lending 
Rate 

30 to 240 
days 

Suretyship 

SMPC Eastwest 
Bank  

320,000,000.00 Prevailing 
Bank Lending 
Rate 

30 to 180 
days 

Suretyship 

*SCPC’s portion of the loan under the Omnibus Loan and Security Agreement dated November 29, 2021. 
 
Suppliers 
 
Paper is the key input product used by Steniel to manufacture corrugated boxes. To ensure the quality 
of its products and the stability of its production, Steniel relies on a broad base of paper suppliers. This 
strengthens the Company’s supply chain by introducing redundancies in the event of paper shortages. 
Moreover, the Company uses several grades of paper, depending on the specifications stipulated by 
its customers. This allows STN to offer a broader suite of products to match its customers’ price points.  
Key suppliers include providers from Japan, New Zealand, the United States, Sweden, Indonesia, and 
the Philippines. Meanwhile, STN relies on various local suppliers to provide ancillary inputs such as 
starches for its adhesives and dyes for its inks.  
 
The Company deals directly with these suppliers through its in-house procurement team. This allows 
Steniel to develop deeper relationships with upstream manufacturers and further improves stability of 
supply. The Company has a proprietary warehouse where raw materials are stored. This allows STN 
to strategically increase paper inventory during low paper prices to maximize profitability . 
 
Customers  
 
The corrugated box industry is very competitive, as the products have been commodified. However, as 
per Euromonitor, demand can be categorized into two segments: 

 
• Discerning buyers: these customers have very exacting standards, as they have stringent 

production conditions to ensure the quality of their products. They also produce relatively high-
value products – as such, these customers require high-quality corrugated boxes to protect 
these goods. Moreover, these customers must protect their brand perception – as such, 
production defects will not be acceptable.  

• Value buyers: these customers produce relatively low-value products with very tight margins. 
As such, these customers are more price sensitive and are less stringent with the quality of 
the corrugated box.  

 
 
While Steniel caters to a broad base of customers, it is one of the few suppliers that can cater to 
Discerning Buyers, as described by Euromonitor31. This is attributed to the Company’s deep supplier 
base, robust supply chain, strong manufacturing capabilities, and long-spanning relationships with 

 
31 Euromonitor International. (2024, March). Corrugated Paper Packaging in the Philippines. Discerning Buyers are described 
by Euromonitor as “[Buyers] who seek packaging stability and strict adherence to specifications”. 
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these customers. A breakdown of the Company’s key customers and their corresponding contributions 
to STN’s revenue is shown below:  
 

Industry 
% of revenues 

For the year ended  
December 31, 2024 

For the  six months ended 
June 30, 2025 

Fresh Fruits  78.68% 74.31% 
Food and Others 9.48% 12.11% 
Fresh and Canned Tuna 5.68% 6.15% 
Beverages 4.32% 5.43% 
Processed food  1.84% 2.00% 

 
Currently, Steniel’s manufacturing plants are all located within Mindanao. As such, the Company 
focuses on the local market within the region. Given the logistical challenges and cost implications 
associated with shipping corrugated boxes over long distances, box packaging plants generally cater 
to highly localized markets, as per Euromonitor. By ensuring the strategic location of its production 
facilities in Mindanao, Steniel ensures proximity to its customers, facilitating efficient and cost-effective 
delivery of its products. 
 
The Company has developed relationships with key customers across various industries, reflecting its 
commitment to customer satisfaction and loyalty. These relationships, cultivated over years of 
collaboration, are characterized by mutual trust, reliability, and a deep understanding of customer 
needs. Through strategic customer coding, Steniel can highlight the diversity of its client base, spanning 
industries such as food and beverage, agriculture, manufacturing, and logistics. The tenure of these 
relationships underscores Steniel’s reputation as a trusted partner in the packaging industry, with some 
partnerships spanning decades. 
 
Employees 
 
As of June 30, 2025, STN and the STN Subsidiaries collectively have 257 regular employees and 13 
probationary employees, totaling 270 employees.  
 

 Company SMPC SCPC Total 
Managerial 7 10 4 21 
Supervisory - 27 20 47 
Rank & File - 99 103 202 
Total 7 136  127  270  

 
STN Subsidiaries also engages an independent service provider which assigned a total of 303 
personnel to support the Company’s operations. 
 
As of the date of this Prospectus, the Company does not intend to increase its manpower complement 
for the next 12 months.  
 
43 of the rank-and-file employees of SMPC belong to the Steniel Mindanao Workers Union – Federation 
of Democratic Labor Organization (the “Union”).  The Union is the sole and exclusive bargaining agent 
of the rank-and-file employees and does not include probationary employees, temporary employees, 
contractual employees, security guards, General Manager and all managers and supervisors.  
Employees holding certain positions in Sales, Finance, Quality Control and Human Resource are given 
the option to join or not to join the Union. The Collective Bargaining Agreement shall be effective for 
five (5) years, from February 1, 2025 to January 31, 2030, inclusive.  The last two (2) years will be 
subject for re-negotiation on economic issues.  
 
The Company’s management has maintained good relations with its employees and has not 
experienced any strike or work stoppage in past 10 years.  
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COVID-19 RESPONSE 
 
The COVID-19 pandemic created economic disruption, uncertainty, and volatility, all of which affected 
and may continue to affect the Company’s businesses. Although the Company has implemented 
numerous initiatives to mitigate the adverse effects of the pandemic, the duration and extent of these 
effects are beyond the Company’s control. As of the date of the Prospectus, quarantine restrictions are 
still in place in the Philippines and may be made more stringent if COVID-19 cases rise. 
 
Due to numerous uncertainties and factors arising from the pandemic that are beyond the Company’s 
control, it may be difficult to predict the pandemic’s long-term effect on the Company, its businesses, 
results of operations, cash flows, and financial condition. These factors and uncertainties include, but 
are not limited to: 
 

a. The severity and duration of the pandemic, including whether there are subsequent waves or 
other additional periods of increases or spikes in the number of COVID-19 cases in future 
periods in areas in which the Company operates; 

b. The extent and timeliness of the national and local government’s response to the pandemic, 
including but not limited to, quarantine restrictions as well as vaccination procurement and 
deployment programs; 

c. Restrictions on business operations, including complete or partial closure of the buildings; 
d. Economic measures, fiscal policy changes, or additional measures that have not yet been 

implemented; 
e. The health of, and effect of the pandemic on, the Company’s personnel and the Company’s 

ability to maintain staffing needs to effectively sustain its operations; 
f. Evolving macroeconomic factors, including general economic uncertainty, unemployment 

rates, and recessionary pressures; 
g. Volatility in the credit and financial markets during and after the pandemic; and 
h. The pace of recovery considering the rebound in consumer confidence, driven by government 

and economic response. 
 
The extent to which the COVID-19 pandemic will impact the Company will depend on future 
developments, including the timeliness and effectiveness of actions taken or not taken to contain and 
mitigate the effects of COVID-19, in the Philippines and internationally, by governments, central banks, 
healthcare providers, health system participants, other businesses, and individuals, all of which are 
highly uncertain and unpredictable. To the extent the COVID-19 pandemic adversely affects the 
Company’s business and financial results, it may also have the effect of heightening many of the other 
risks described in this Prospectus. 
 
Considering the evolving nature of the pandemic, the Company continues to follow the maximum health 
protocols imposed by the national government, as well as the relevant local government units, while 
performing the necessary works to deliver the projects on schedule. The Company implemented and 
continues to practice proactive measures to minimize, if not totally, eliminate health risks, such as 
extending assistance on the scheduling of COVID-19 vaccines and boosters to employees, adopting a 
hybrid work arrangement, providing shuttle service, weekly COVID-19 antigen testing, adequate supply 
of protective equipment, providing sanitizers and posting infographic materials in common areas of the 
office, plants and staff houses, and extending health maintenance organizations (HMO) coverage and 
a care package to employees who are confirmed COVID-19-positive. 
 
 
MATERIAL CONTRACTS 
 
Omnibus Loan and Security Agreement (OLSA) 
 
On November 29, 2021, the SCPC, SMPC, and another affiliate, collectively as Borrowers, entered into 
an Omnibus Loan and Security Agreement (OLSA) with a local bank. The loan has seven-year term 
and up to an aggregate amount of P2 billion or its U.S. Dollar equivalent. The proceeds of the loan will 
be used to finance the purchase by the Borrowers of the box and printing plants of Dole located in 
Davao and General Santos City, the parcels of land where the plants are situated, and all machineries 
and equipment used in the plant operations.  
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The loan drawdown will enable the Borrowers to purchase the subject properties and to operate the 
Dole box plant property in Davao, among others. 
 
The loan has floating interest rate based on the prevailing market rate at each repricing date, with a 
one-time option to fix. The loan is secured by (i) a first ranking mortgage lien over SMPC’s lots in 
Panabo, Davao, and the box and printing plants in Davao and General Santos City which were acquired 
using the loan proceeds; (ii) security interest over SMPC’s receivables arising from its Supply and 
Purchase Agreement with Dole, and rental receivables of an affiliate; and continuing suretyship by the 
major shareholders of the Parent Company. 
 
In December 2021, the SCPC initially availed of the loan amounting to $2,588,000 equivalent to 
P130.401 million for the purchase of land (Note 11). On January 24, 2022, the SCPC availed the second 
and final drawdown of the loan amounting to $9,087,396. As at November 29, 2022, the loan has been 
fully drawn by the SCPC and an affiliate. SMPC has no loan drawdown as of December 31, 2023. 
 
In 2022, SCPC’s outstanding loans payable were converted to Philippine peso. 
  
Supply and Purchase Agreement 
 
In January 2022, a Supply and Purchase Agreement (also referred as Long Term Supply Agreement 
or LTSA) was entered into by SMPC and Dole for the supply of boxes, packaging materials, including 
parts thereof such as cartons, dividers, pods, lids, joints, walls, slots, panels, labels and other printed 
materials, made of paper, kraft, corrugated boxes and other paper related products. SMPC shall render 
and perform services of manufacturing, processing, coding, packing and handling certain products 
subject to the standards or specification set by Dole.  The purchase of packaging materials by Dole 
may be suspended in case the products do not meet the agreed acceptability level or standards agreed 
upon by the parties.  
 
With a minimum purchase commitment from Dole which shall be reviewed every two (2) years, the 
LTSA has a term of nine years and six months beginning from August 24, 2022 until February 23, 2032, 
and later extended to February 23, 2033.  Should there be adjustments in the minimum purchase 
commitment after the review, Dole shall be liable to pay for any and all actual costs and duly-
documented expenses incurred for the implementation of such adjustments.  
 
SMPC shall keep safety stock for raw materials to ensure that there is no disruption in supplies, and 
shall use best efforts to notify Dole of any risk of any shortage of any materials. In the event of any 
shortage due to fortuitous event, SMPC shall allocate its available supply for the production of Dole’s 
packaging needs. 
 
In the event any of the following grounds for default occurs:  
 

a. Any material and serious breach, default, contravention, or non-compliance of any terms of the 
agreement; 

b. A material breach of any representation or warranty; 
c. A material violation by SMPC of Dole’s code of conduct or applicable policies 
d. Any material and un-remediable violation of law or regulation that materially and adversely 

affects the ability of a party to comply with its obligations under the agreement or otherwise 
renders the agreement illegal or invalid; 

e. The suspension in the purchase by Dole of the products from SMPC due to supply of products 
that do not conform with Dole’s standards after 3 consecutive written notices of rejection, and 
the same remain unremedied after the agreed period; 

f. Dole fails to pay any invoice within the agreed period; 
g. Dole fails to meet the minimum purchase commitment; 
h. SMPC fails or refuses to properly dispose of non-confirming products, raw materials, 

consumables, works-in-progress and the like that bear Dole’s trademarks, including without 
prejudice to any action for infringement or unlawful competition by Dole against SMPC; 

i. DoleI is constrained to resort to any remedies in case of SMPC’s shortfall in the delivery of at 
least 95% of the ordered quantities or non-confirming products more than 3 times in any 
calendar month, and there is, in Dole’s opinion, a high probability that SMPC shall continuously 
fail to meet the agreed quality standards.   
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the defaulting party shall be liable to pay the non-defaulting party liquidated damages.  In case SMPC 
is the defaulting party, it shall also be liable for all costs incurred by Dole related to the disruption of 
supply of the packaging materials.  In case Dole is the defaulting party, Dole shall also pay the 
unrecovered costs of run and maintain capital expenditure, which amount shall be agreed upon by the 
parties within 30 days from termination of the agreement.  Dole shall also have the right of first refusal 
to purchase the unused raw materials in SMPI’s inventory as of date of the termination.   
 
Under the Agreement, Dole may also pre-terminate,  without cause or in the event the parties are unable 
to agree on minimum purchase commitment, by giving written notice at least 24 months prior to the 
effective date of termination. Dole shall also be liable to pay liquidated damages in the event of such 
pre-termination. 
 
The same amount of liquidated damages shall be imposed in case of pre-termination of the agreement 
by Dole. Under the agreement, Dole may pre-terminate by giving written notice at least 24 months prior 
to the effective date of termination or should no agreement be concluded on the volume after 
discussions in good faith by the parties.  
 
The Agreement likewise imposes a penalty on the defaulting party in the event any of the following 
occurs: 
 

a. The other party becoming bankrupt or insolvent, or has admitted in writing of its inability to pay 
its debts generally as they become due, or shall commit any act of bankruptcy or insolvency, 
has filed any petition or action for relief (including suspension of payments) under any 
bankruptcy, insolvency or moratorium law or any other law for the relief of said debts; 

b. Any involuntary petition shall be filed under bankruptcy or insolvency law against the other 
party, or a receiver or trustee shall be appointed to take possession of the assets of the other 
party, unless such petition or appointment is set aside or withdrawn or ceases to be in effect 
within 30 days form the date of the filing or appointment; 

c. Any act, deed or judicial or administrative proceedings in the nature of expropriation, 
confiscation, nationalization, intervention, acquisition, seizure, sequestration or condemnation 
of the properties or assets of the other party or any substantial portion thereof shall be 
undertaken or instituted by any governmental authority, and such act, deed or proceedings 
shall continue undismissed or unstayed period of more than 30 days; and 

d. Without Dole’s prior written consent, a change in control shall occur in SMPC (i.e. change in 
the legal and beneficial ownership of at least 51% of the outstanding shares of SMPC).  

 
Tolling Agreement 
 
On June 5, 2024, Laysun Services Co., Limited (LSCL) and Steniel Mindanao Packaging Corporation 
(SMPC) signed a contract for the manufacture and supply of corrugated fiberboard boxes for LSCL's 
fresh fruit business. The contract, covering the period from January 22, 2024 to December 31, 2024 
and subject to renewal upon mutual agreement by the parties, entails a total volume of 30,910,908 
boxes. SMPC is responsible for ensuring a one-week supply of knock-down boxes, prompt delivery 
according to the agreed schedule, providing quality assurance support, and issuing weekly delivery 
summaries. Any factory defects must be replaced within 15 days from receipt and validation of 
complaints. SMPC must also ensure an uninterrupted supply of boxes. The risk of loss transfers to 
LSCL upon receipt of the boxes. The contract allows for pre-termination if SMPC fails to address any 
concerns within 30 days of receiving notice. 
 
The Tolling Agreement was not renewed in 2025.  As of the date of this Prospectus, LSCL no longer 
provides the raw materials for the manufacture of the corrugated fiberboard boxes.  The arrangement 
between LSCL and SMPC has been converted from tolling to supply arrangement whereby raw 
materials are now provided by SMPC.   
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Lease Agreements 
 
The Company and the STN Subsidiaries leases space for its operations: 
 

Date Lessee Lease Term Location Use 
November 4, 
2024 

SMPC November 4, 2024 to 
November 3, 2025 

National Highway, 
Casinglot, Tagoloan, 
Misamis Oriental 

Warehouse 

February 21, 
2024 
 
September 1, 
2020 

SMPC January 1, 2026 to 
December 31, 2030 
 
January 1, 2020 to 
December 31, 2025 

National Highway, 
Bunawan District, Davao 
City 

Manufacturing 
plant 

November 21, 
2023 

SMPC October 21, 2023 to 
October 20, 2025 

Km 15, after Panacan 
Sub-station, Panacan, 
Davao City 

Office and 
laboratory space 

December 20, 
2024 
 
August 15, 2023 

SMPC January 1, 2024 to 
December 31, 2026 

Alejal, Carmen, Davao 
Del Norte 

Manufacturing 
plant 

October 27, 
2020 

SMPC January 1, 2021 to 
December 31, 2028 

BTY Compound, 
National Highway, 
General Santos City 

Storage of boxes, 
papers and its 
accessories 

May 23, 2018 SMPC February 1, 2018 to 
January 31, 2028 

BTY Compound, 
National Highway, 
General Santos City 

Manufacturing 
and storage of 
corrugated carton 
boxes 

 
On January 29, 2023, SMPC entered into a lease agreement with SCPC for the use of certain 
corrugators and converting equipment located at Bunawan District, Davao City. The lease is for a period 
a one (1) year and will expire on December 31, 2023, which was extended until December 31, 2024 
pursuant to an agreement executed by the parties on January 31, 2024. Prior to the expiration of the 
lease, SMPC acquired the subject machines from SCPC.   
 
On January 29, 2023, SMPC and SCPC executed a Memorandum of Agreement whereby SMPC 
agreed that all costs pertaining to employees and utilities directly related to the operation of the box 
plant shall be for the account of SMPC.  The said agreement shall remain in full force unless revoked 
by the parties. 
 
On August 15, 2023, SMPC entered into a three-year lease agreement with SCPC starting January 1, 
2024 for the use of the manufacturing plant, inclusive of the land, building, improvements and 
machineries, located at Alejal Carmen, Davao Del Norte. On December 20, 2024, the parties amended 
the lease agreement and agreed on an increase in monthly rental rate effective October 1, 2024.  The 
lease is effective from January 1, 2024 to December 31, 2026.  
 
Management and Operations Agreement 
 
On January 30, 2024, the Company and SCPC entered into a Management and Operations Agreement 
whereby the Company shall manage the affairs of SCPC and provide administrative and support 
services, which shall include corporate and business management, planning and budgeting, finance 
and treasury functions, accounting functions, financial reporting and regulatory filing and reporting, risk 
management, government and regulatory affairs and administrative/office services and leasing.  The 
agreement, valid from January 1, 2024 until December 31, 2024, was renewed shall be effective until 
December 31, 2025.  
 
The Company and SMPC also entered into a Management and Operations Agreement for the same 
services.  The agreement is also valid until December 31, 2025.  
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REGULATORY COMPLIANCE 
 
The Company has obtained, or is in the process of obtaining, all material permits, licenses and/or 
certificates of compliance from the relevant and appropriate local government units and regulatory 
agencies in relation to their continued business, as confirmed by Cayetano Sebastian Ata Dado & Cruz 
in its opinion dated 24 September 2024. 
 
Material Permits/Licenses 
 
Detailed below are all the major permits and licenses necessary for the Company and its subsidiaries 
to operate its business, the failure to possess any of which would have a material adverse effect on its 
business and operations. The Company believes that it has all the applicable and material permits and 
licenses necessary to operate its business as currently conducted and such permits and licenses are 
valid, subsisting, or pending renewal. 
 
Steniel Manufacturing Corporation 
 

Permits/ 
License Issued 

Issuing Agency Date 
Issued 

Date of Expiry Permit /  
License No. 

Certificate of Incorporation 
 

Securities and 
Exchange 
Commission 

September 
13, 1963 

N/A 23736 

Certificate of Registration 
 

Bureau of Internal 
Revenue 

December 
23, 1998 

N/A 1RC0000401288 

Integrated LGU Permit 
(Barangay Business 
Clearance, Sanitary Permit 
and Business Permit) 

City of General Trias January 24, 
2025 

December 31, 
2025 

02144 

Fire Safety Inspection 
Certificate 

Bureau of Fire 
Protection 

November 
15, 2024 
 

November 15, 
2025 

R4A-114993 

 
Steniel Mindanao Packaging Corporation 
 

Permits/ 
License Issued 

Issuing Agency Date Issued Date of 
Expiry 

Permit / License No. 

Certificate of Incorporation 
 

Securities and 
Exchange 
Commission 

June 30, 
1995 

N/A AS95006250 

Bunawan, Davao City 
Certificate of Registration 
 

Bureau of Internal 
Revenue 

November 10, 
1998 

N/A 2RC0000743692 

Business Permit City of Davao January 31, 
2025 

December 31, 
2025 

B-00283-3 

Fire Safety Inspection 
Certificate 

Bureau of Fire 
Protection 

January 28, 
2025 

January 28, 
2026 

RXI306387 

Certificate of Annual 
Electrical Inspection/ 
Operation  

Office of the Building 
Official 

May 20, 2025 April 4, 2026 94-03499-25 

Certificate of Operation: 
Steam Boiler 1 

Office of the Building 
Official 

May 20, 2025 November 19, 
2025 

25050073 

Certificate of Operation: 
Steam Boiler 2 

Office of the Building 
Official 

May 20, 2025 November 19, 
2025 

25050074 

Certificate of Operation: 
Internal Combustion 
Engine 

Office of the Building 
Official 

May 20, 2025 May 22, 2026 25051331 

Certificate of Operation: 
Machinery 

Office of the Building 
Official 

May 20, 2025 May 22, 2026 25051332 
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Permits/ 
License Issued 

Issuing Agency Date Issued Date of 
Expiry 

Permit / License No. 

Certificate of Operation: 
Airconditioning/ 
Refrigeration  

Office of the Building 
Official 

May 20, 2025 May 22, 2026 25051333 

Environmental Compliance 
Certificate  

Department of 
Environment and 
Natural Resources 

Released on 
July 14, 1999 

N/A ECC-XI-99-073-3410 

Hazardous Waste 
Generator Registration 
Certificate Amendment 

Department of 
Environment and 
Natural Resources 

March 14, 
2024 

N/A OL-GR-R11-24-
003542 

Permit to Operate (Air 
Pollution Source and 
Control Installations) 

Department of 
Environment and 
Natural Resources 

December 13, 
2024 

December 13, 
2029 

PTO-OL-R11-2024-
11003-R 

Wastewater Discharge 
Permit  

Department of 
Environment and 
Natural Resources 

January 9, 
2025 

January 9, 
2030 

DR-R11-25-00331 
 

Certificate of Accreditation 
of Pollution Control Officer 

Department of 
Environment and 
Natural Resources 

December 1, 
2022 

December 1, 
2025 

COA No. 2022-RXI-
1761 

Certificate of Accreditation 
as Importer 

Bureau of Customs July 10, 2025 July 10, 2026 IM0004651634 

Certificate of Registration Department of Labor 
and Employment 

May 22, 2024 N/A RXI-2405-1020-6421 

Carmen, Davao Del Norte 
Certificate of Registration 
 

Bureau of Internal 
Revenue 

February 16, 
2022 

N/A 112RC202200000007
30 

Business Permit 
 

Municipality of 
Carmen 

January 21, 
2025 

December 31, 
2025  

BP-2025-
1102303000-0756 

Fire Safety Inspection 
Certificate 

Bureau of Fire 
Protection 

December 20, 
2024 

December 20, 
2025 

RXI461660 

Certificate of Accreditation 
as Importer 

Bureau of Customs August 4, 
2025 

August 4, 
2026 

IM0009990917 

General Santos City 
Certificate of Registration 
 

Bureau of Internal 
Revenue 

November 21, 
2003 

N/A 2RC0000905705 

Business Permit General Santos City January 18, 
2025 

December 31, 
2025 

05890-0 

Fire Safety Inspection 
Certificate 

Bureau of Fire 
Protection 

July 29, 2025 August 2, 
2026 

12-0216016 

Certificate of Electrical 
Inspection 

Department of Labor 
and Employment 

March 24, 
2025 

February 25, 
2026 

EEDL No. XII-01-
2023 

Hazardous Waste 
Generator Registration 
Certificate Amendment 

Department of 
Environment and 
Natural Resources 

N/A N/A OL-GR-R12-63-
025200 

Certificate of Accreditation 
of Pollution Control Officer 

Department of 
Environment and 
Natural Resources 

June 17, 
2025 

June 17, 
2028 

COA No. 2025-RXII-
36992 
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Steniel Cavite Packaging Corporation 
 

Permits/License Issued Issuing Agency Date Issued Date of Expiry Permit / License 
No. 

Certificate of Incorporation 
 

Securities and 
Exchange 
Commission 

November 9, 
1993 

N/A AS093-008725 

General Trias, Cavite 
Certificate of Registration Bureau of Internal 

Revenue 
January 1, 
1996 

N/A 002-930-548-000 

Integrated LGU Permit 
(Barangay Business 
Clearance, Sanitary Permit 
and Business Permit) 
 

City of General Trias January 24, 
2025 

December 31, 
2025 

02143 

Fire Safety Inspection 
Certificate 

Bureau of Fire 
Protection 

November 20, 
2024  

November 20, 
2025 

R4A1150369 

Carmen, Davao Del Norte 
Certificate of Registration 
 

Bureau of Internal 
Revenue 

March 1, 
2022 

N/A 112RC202200000
01089 

Business Permit Municipality of 
Carmen 

January 22, 
2025 

December 31, 
2025  

BP-2025-
1102303000-0813 

Fire Safety Inspection  
Certificate 

Bureau of Fire 
Protection 

November 28, 
2024 
 

November 28, 
2025 

451539 

Hazardous Waste 
Generator Registration 
Certificate Amendment 

Department of 
Environment and 
Natural Resources 

December 12, 
2023 

N/A OL-GR-R11-23-
018589 

Permit to Operate 
Air Pollution Source and 
Control Installations 

Department of 
Environment and 
Natural Resources 

October 12, 
2024 

October 12, 
2029 

PTO-OL-R11-
2024-09220-R 

Permit to Operate 
Air Pollution Source and 
Control Installations 

Department of 
Environment and 
Natural Resources 

June 13, 
2024 

June 13, 2029 PTO-OL-R11-
2024-03505 

Wastewater Discharge 
Permit 
(Corrugated Box 
Manufacturing Plant) 

Department of 
Environment and 
Natural Resources 

October 12, 
2024 
 
 

October 12, 
2029 

DP-R11-24-10207 

Wastewater Discharge 
Permit 
(Cooling Operation) 

Department of 
Environment and 
Natural Resources 

November 8, 
2024 
 

November 8, 
2029 

DP-R11-24-11123 

Wastewater Discharge 
Permit 
(Domestic Wastewater) 

Department of 
Environment and 
Natural Resources 

September 7, 
2022 

September 7, 
2024*  
(Renewal is in 
progress; 
awaiting release 
of order of 
payment) 

2022-WDP-I-1123-
1471(B) 

Environmental Compliance 
Certificate 

Department of 
Environment and 
Natural Resources 

May 9, 2017 N/A ECC-XI-98-007 

Certificate of Accreditation 
of Pollution Control Officer 

Department of 
Environment and 
Natural Resources 

August 9, 
2023 

August 9, 2026 COA No. 2023-
RXI-9039 

Permit to Operate Pressure 
Vessel 
(Vertical / Air Receiver 
SN#04-06) 

Department of Labor 
and Employment 

July 26, 2024 June 13, 2025* PVDL No. XI-80-
2004 

Permit to Operate Pressure 
Vessel 

Department of Labor 
and Employment 

July 26, 2024 June 13, 2025* PVDL No. XI-91-
1998 
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Permits/License Issued Issuing Agency Date Issued Date of Expiry Permit / License 
No. 

(Vertical / Air Receiver 
SN#98-002) 
Permit to Operate Pressure 
Vessel 
(Vertical / Air Receiver 
SN#98-003) 

Department of Labor 
and Employment 

July 26, 2024 June 13, 2025* PVDL No. XI-92-
1998 

Permit to Operate Pressure 
Vessel 
(Vertical / Air Receiver 
SN#98-004) 

Department of Labor 
and Employment 

July 26, 2024 June 13, 2025* PVDL No. XI-93-
1998 

Permit to Operate Pressure 
Vessel 
(Vertical / Air Receiver 
SN#76SA271) 

Department of Labor 
and Employment 

July 26, 2024 June 13, 2025* PVDL No. XI-94-
1998 

Permit to Operate Steam 
Boiler 
Horizontal Fire Tube 

Department of Labor 
and Employment 

July 26, 2024 June 13, 2025* DL No. XI-80-2004 

Power Piping Line 
Operation Permit 

Department of Labor 
and Employment 

July 26, 2024 June 13, 2025* PPLDL No. XI-05-
2004 

Power Piping Line 
Operation Permit 

Department of Labor 
and Employment 

July 26, 2024 June 13, 2025* PPLDL No. XI-06-
2004 

Power Piping Line 
Operation Permit 

Department of Labor 
and Employment 

July 26, 2024 June 13, 2025* PPLDL No. XI-07-
2004 

Power Piping Line 
Operation Permit 

Department of Labor 
and Employment 

July 26, 2024 June 13, 2025* PPLDL No. XI-08-
2004 

Permit to Operate Internal 
Combustion Engine 
(Detroit Allison) 

Department of Labor 
and Employment 

July 26, 2024 June 13, 2025* ICE No. XI-05-
2004 

Permit to Operate Internal 
Combustion Engine 
(Caterpillar) 

Department of Labor 
and Employment 

July 26, 2024 June 13, 2025* ICE No. XI-06-
2004 

Permit to Operate Internal 
Combustion Engine 
(Cummins) 

Department of Labor 
and Employment 

July 26, 2024 June 13, 2025* ICE No. XI-07-
2004 

Certificate of Electrical 
Inspection  

Department of Labor 
and Employment 

Not indicated August 9, 2025* EEDL No. XI-07-
2019 

Water Permit National Water 
Resources Board 

May 13, 2025 N/A 10-24-36-027499 

*The inspection has been completed and we are currently awaiting the release of the results. 
 
The Company is not aware of any pending legislation or governmental regulation that is expected to 
materially affect its business. The costs for the material permits (i.e. Incorporation process, Business 
Permits, Licenses to Sell) as well as the cost for compliance with environmental laws (i.e. obtaining an 
Environmental Compliance Certificate) only includes the requisite processing and filing fees amounting 
to approximately Php28 million. 
 
 

(This space was intentionally left blank)  
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BOARD OF DIRECTORS AND OFFICERS 
 
The Company is ultimately managed and supervised by its Board of Directors. The Company’s 
executive officers provide the Company’s Board of Directors the appropriate information and documents 
concerning the Company’s business operations, financial condition and results of operations for its 
review and decision for short term and long-term plan of action. Pursuant to the Company’s Amended 
Articles of Incorporation and Manual on Corporate Governance, the Board shall consist of seven (7) 
members of which three (3)  are independent directors.  
 
 
BOARD OF DIRECTORS & PRINCIPAL OFFICERS OF THE COMPANY 
 
The Board is responsible for the direction and control of the business affairs and management of the 
Company, and the preservation of its assets and properties. Each Board member shall hold office for 
one (1) year or until their successors are elected and qualified. A director who was elected to fill any 
vacancy holds office only for the unexpired term of his/her predecessor.   
 
The members of the Board were elected during the Company’s annual shareholders’ meeting on June 
18, 2025, and will hold office until their successors have been duly elected and qualified.  As of the date 
hereof, the composition of the Board is as follows:  
 
Name Age Nationality Position 

 
Nixon Y. Lim 55 Filipino Chairman, President, CEO 
Mark O. Vergara 58 Filipino Director  
Eliza C. Macuray  67 Filipino Director, Treasurer, Chief Finance Officer, Chief Audit 

Executive 
Esteban C. Ku 58 Filipino Director 
Rhea M. Alarcon 53 Filipino Independent Director 
Arnold San Gabriel 60 Filipino Independent Director  
Jose Luis G. Santillan 55 Filipino Independent Director 
Janice L. Co 42 Filipino Corporate Secretary 
Gino Paulo O. Uy 40 Filipino Compliance Officer 
Maribel O. Severino 67 Filipino Investor Relations Officer 
 
The following is a brief write-up of the business experience of the Board of Directors and Principal 
Officers of the Company: 
 
Nixon Y. Lim, Chairman, President and CEO 
 
Mr. Lim is the President of Green Siam Resources Corporation, Greenkraft Corporation, Golden Bales 
Corporation and Greenkraft Corporation. Mr. Lim has worked extensively in the packaging business, 
particularly in the field of sales, marketing, manufacturing and finance. Mr. Lim is also a director of 
Crown Equities, Inc., a publicly listed company. He holds a degree in BS Physics from the De La Salle 
University, Manila, having graduated in 1992.  
 
Mark O. Vergara, Director 
 
Mr. Vergara is a senior partner  of the  firm Martinez Vergara & Gonzalez Sociedad. He received his 
Juris Doctor  degree  from  the  Ateneo  de  Manila  Law  School in 1992, and his Bachelor of Science 
in Legal Management degree  from the Ateneo  de Manila  University in 1988. He was admitted  to the 
Philippine Bar in 1993. Mr. Vergara is currently a Director of MVG Securities, Inc., Antilia Property 
Holdings, Inc.,  Nikipak Philippines Incorporated, MDM Property Corporation, Korner Market Phils. Inc., 
and ExlService Philippines, Inc. He is the Treasurer of Puhunan, Inc., MNMI Holdings, Inc., Tanguile 
Holdings, Inc., and Prime Genesis Central Capital, Inc. Mr.  Vergara  serves as Corporate Secretary of 
several companies, including GLG Crown Holdings Corporation, Crown Equities, Inc. Organisational 
Support Services, Inc., Citifinancial Holdings Corporation, Pacific Harbor Investments Holdings 
Philippines, Inc., MV Holdings Inc. and Green Siam Resources Corporation. 
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Eliza C. Macuray, Director, Treasurer, Chief Finance Officer, Chief Audit Executive  
 
Ms. Macuray received her Bachelor of Science in Commerce, major in Accounting, from Arellano 
University.  Prior to her joining STN, her previous work experience was with United Pulp and Paper Co., 
Inc. for more than 2 decades, where she gained her experience in the paper business, particularly in 
finance with focus on tax matters. She also served as Accountant to Orange Performance Techniques 
Inc.  She is currently the Comptroller of Container Corporation of the Philippines. 
 
Esteban C. Ku, Director 
 
Mr. Ku holds a degree in Bachelor of Science, Major in Chemical Engineering from the University of 
San Carlos in Cebu City, where he graduated in 1988. From 1989 to 1992, he was a production 
supervisor for International Pharmaceutical, Inc. in Xiamen, China. He has since focused on the 
packaging business, having gained extensive experience in plant operations, sales and marketing and 
finance. Mr. Ku is currently the Managing Director of Corbox Corporation and Pakmaster Packaging 
Co. 
 
Rhea M. Alarcon, Independent Director 
 
Ms. Alarcon is a Partner at Design to Make a Difference, Inc. (Plus63 Design Co.) and a Managing 
Partner at Gem Sign Company.  Ms. Alarcon was formerly a Partner and Managing Director of Ideals 
Creatives, Inc. from 2006 to 2011.  She also acted as Deputy Executive Director of Children’s Hour 
Philippines, Inc. from 2002 to 2007, and the Executive Director of Culinary Education Foundation from 
2001 to 2002. Ms. Alarcon was Supervisor and Department Head – Community Relations and Internal 
Affairs at Globe Telecom, Inc. from 1995 to 2000. Ms. Alarcon received her Bachelor of Science, Major 
in Hotel and Restaurant Administration, from the University of the Philippines.  She also completed units 
in Masters of Community Development program from the same university. 
 
Jose Luis G. Santillan, Independent Director 
 
Mr. Santillan has extensive experience as a financial advisor for debt restructuring, feasibility studies, 
and fund raising for various industries in the Philippines.  He currently acts as a financial consultant to 
a farm-to-table social enterprise and a circular economy company.   Mr. Santillan is currently an Adjunct 
Faculty at the Asian Institute Management and a Senior Lecturer at the University of the Philippines, 
Diliman in the areas of Finance and Economics.  From 2018 to 2020, he was the Director of Finance 
and the Risk and Compliance Officer of Dusit Hospitality Education Philippines Inc./Dusit Thani 
Philippines. 
 
Mr. Santillan received his Bachelor of Science in Economics from the University of the Philippines in 
1991. He also received Financial Modeling and Valuation Analyst (FMVA) Certifications from the 
Corporate Finance Institute and a Post Graduate Certificate in Leadership from the Asian Institute of 
Management. He recently graduated with an Executive Master’s in Disaster Risk and Crisis 
Management (with Distinction) from the Asian Institute of Management.  Mr. Santillan is also a Certified 
Risk Analyst from the Global Academy of Finance and Management. 
 
Arnold San Gabriel, Independent Director 
 
Mr. San Gabriel is nominated as an Independent Director.  He is an expert in financial modeling for 
complex projects and has extensive experience in due diligence and structuring, analyzing key 
business/transaction issues.  He is currently a Director and the Treasurer of Olongapo Maintenance 
Services, Inc., and oversees the financial management activities of the company.  He is also a Director 
at LT Dausons Industries Inc.  From 2014 to 2023, he acted as the Chief Risk Officer and Country Credit 
Risk Manager of Citibank. N.A.  
 
Mr. San Gabriel holds a degree in Bachelor of Science, Management – Honors Program from Ateneo 
de Manila University, where he graduated in 1988.  He obtained his Master’s degree in Business 
Administration from Cornell University in 1994. 
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Janice L. Co, Corporate Secretary 
 
Ms. Co is a partner at Martinez Vergara & Gonzalez Sociedad from 2021 up to the present.  She earned 
her bachelor’s degree in political science from the Ateneo de Manila University and has a Juris Doctor 
degree from the Ateneo de Manila University School of Law.  Ms. Co serves as Corporate Secretary or 
Assistant Corporate Secretary to many companies, including Basic Energy Corporation.  
  
Gino Paulo O. Uy, Compliance Officer 
 
Mr. Uy has extensive experience in assisting publicly-listed companies in their day-to-day corporate, 
legal and regulatory compliances and requirements. Aside from being a corporate services practitioner, 
he also handles inbound immigration requirements of individual and corporate clients. He has assisted 
corporate clients in transaction agreements for various capital market issuances such as long-term 
negotiable certificates of deposit, medium-term note and green bonds. He has been part of due 
diligence teams for listing applications and mergers & acquisitions, and have acted as counsel to both 
issuers and underwriters, as well as to sellers and acquirers in these transactions. He holds a Bachelor’s 
Degree in Psychology from the University of the Philippines Diliman and a Juris Doctor from the UP 
College of Law. 
 
Maribel O. Severino, Investor Relations Officer 
 
Ms. Maribel Severino holds a Bachelor of Science degree in Business Management from Ateneo De 
Manila University. She is an experienced professional with credentials in Philippine Equities, Sales & 
Marketing, Investment Banking, Compliance, and Logistics. She has worked with PCCI Securities, 
Angping Securities, Nomura Securities (Phils), Nihao Mineral Resources Int’l, DHL Worldwide Express 
(Phils), Philippine National Bank, and Citytrust Banking Corporation. 
 
 
FAMILY RELATIONSHIPS 
 
There are no family relationships between directors and executive officers of the Company.  
 
 
INVOLVEMENT IN CERTAIN LEGAL PROCEEDINGS 
 
As of the date of this Prospectus, neither the Company nor any of its subsidiaries are involved in, or 
the subject of, any legal proceedings which, if determined adversely to the Company or the relevant 
subsidiary’s interests, would have a material effect on the business or financial position of the 
Company or any of its subsidiaries. The Company and its subsidiaries are not involved in any 
bankruptcy, receivership or similar proceedings. 
 

• As of the date of this Prospectus, the Company is not aware of the occurrence of any of the 
following events that are material to the evaluation of the ability or integrity of any director or 
executive officer: 

 
• Any bankruptcy petition filed by or against any director, or any business of a director, nominee 

for election as director, or executive officer who was a director, general partner or executive 
officer of said business either at the time of the bankruptcy or within 2 years prior to that time; 

 
• Any director, nominee for election as director, or executive officer being convicted by final 

judgment in a criminal proceeding, domestic or foreign, or being subject to a pending criminal 
proceeding, domestic or foreign, excluding traffic violations and other minor offenses; 

 
• Any director, nominee for election as director, or executive officer being subject to any order, 

judgment, or decree, not subsequently reversed, suspended or vacated, of any court of 
competent jurisdiction, domestic or foreign, permanently or temporarily enjoining, barring, 
suspending or otherwise limiting his involvement in any type of business, securities, 
commodities or banking activities; and 
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• Any director, nominee for election as director, or executive officer being found by a domestic or 
foreign court of competent jurisdiction (in a civil action), the SEC or comparable foreign body, 
or a domestic or foreign exchange or other organized trading market or self-regulatory 
organization, to have violated a securities or commodities law or regulation, and the judgment 
has not been reversed, suspended, or vacated. 

 
 
COMPENSATION OF DIRECTORS 
 
Under the By-Laws of STN, each director shall receive a per diem allowance for his attendance at each 
meeting of the Board in such amount as may be fixed by the Board or by resolution of the stockholders.  
The directors as such shall receive such compensation for the services as may be approved by 
stockholders representing at least a majority of the outstanding capital stock at a regular or special 
meeting of the stockholders.  
 
Other than payment of reasonable gross per diem for every meeting, there are no standard 
arrangements pursuant to which the Board of Directors are compensated, or are to be compensated, 
directly or indirectly, for any services provided as director.  
  
 
COMMITTEES OF THE BOARD 
 
To aid in complying with the principles of good governance, the Manual provides that the Board shall 
create and appoint Board members to each of the committees set forth below. Each member of the 
respective committees named below holds office as of the date of this Prospectus and will serve until 
his successor is elected and qualified. 
 
Audit Committee; Board Risk Oversight Committee; Related Party Transactions Committee 
 
The Audit Committee, which shall also act as the Board Risk Oversight Committee and Related Party 
Transactions Committee, is mandated to enhance the Board’s oversight capability over the Company’s 
financial reporting, internal control system, internal and external audit processes, and compliance with 
applicable laws and regulations.  
 
The Committee has five (5) members, of which at least three (3) are non-executive directors. Majority 
of them, including the Chairperson, are independent directors. All members have the relevant 
background, knowledge, skills, and/or experience in the areas of accounting, auditing and finance, and 
have adequate understanding of the Company’s financial management systems and environment. In 
addition, certain committee members have the necessary background, knowledge, skills and/or 
experience in risk management and governance. 
 
The Audit Committee’s duties and responsibilities include the following: 
 

• Ensure all financial reports are compliant with both the internal financial management handbook 
and pertinent accounting standards, as well as with regulatory requirements; 

• Review and approve the Interim and Annual Financial Statements prior to their submission to 
the Board; 

• Coordinate, monitor and facilitate compliance with laws, rules and regulations; 
• Set up and oversee the Internal Audit Department and implementation of the Internal Audit 

Charter, manage the appointment of the Internal Auditor and independent external auditor (who 
shall both report directly to the Audit Committee), and coordinate, oversee and review all 
aspects of internal and external audit activities within the Company; 

• Oversee the senior management in establishing and maintaining an adequare, effective and 
efficient internal control framework; 

• Monitor and evaluate the adequacy and effectiveness of the Company’s internal control system, 
and safeguard its integrity through a transparent financial management system;  

• Elevate the Company’s accounting and auditing policies, processes and methodologies to 
international standards. 
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In discharging the functions of the Board Risk Oversight Committee, the committee shall have the 
following duties: 
 

• Assist the Board in ensuring an effective and integrated risk management process is in place; 
• Develop an enterprise risk management plan, oversee its implementation, and periodically 

evaluate it to ensure its continued relevance, comprehensiveness and effectiveness; 
• Advise the Board on its risk appetite levels and risk tolerance limits; 
• Review at least annually the risk appetite levels and risk tolerance limits based on changes and 

developments in the business, the regulatory framework, the external economic and business 
environment, and from events that have major impact on the Company; 

• Assess the probability of each identified risk becoming a reality and estimate its possible 
significant financial impact and likelihood of occurrence; 

• Report to the Board on the Company’s material risk exposures, the attendant actions to mitigate 
the risks; 

• Based on regular risk management reports, conduct periodic discussions on key residual risk 
exposures and assess how these are being addressed and managed; 

• Revisit risk management strategies, identify emerging or changing material exposures, and 
keep abreast of significant developments that seriously impact the likelihood of harm or loss; 
and 

• Provide oversight over management’s activities in managing credit, market, liquidity, operation, 
legal and other risk exposures of the Company. 

 
In discharging the functions of the Related Party Transaction (RPT) Committee, the committee shall 
have the following duties: 
 

• Review all material related party transaction of the Company; 
• On an ongoing basis, evaluate relations among businesses and counterparties to ensure that 

all related parties are continuously identified, RPTs are monitored and subsequent changes 
in relationships with counterparties are captured;   

• Evaluate all material RPTs to ensure that these are taken on arms-length basis;  
• Oversee the implementation of the system for identifying, monitoring, measuring, controlling 

and reporting RPTs, including a periodic review of RPT policies and procedures;  
• Report regularly to the Board the status and aggregate exposures to each and all related 

parties; 
• Ensure appropriate disclosures to regulatory and supervisory authorities of the Company’s 

RPT exposures and policies on conflicts of interest or potential conflicts of interest; and  
• Ensure that transactions with related parties, including write-off of exposures are subject to 

periodic independent review or audit process; 
 
The Audit Committee, Board Risk Oversight Committee and Related Party Transactions Committee, 
are chaired by Arnold San Gabriel and has Jose Luis G. Santillan, Rhea M. Alarcon, Nixon Y. Lim, Eliza 
C. Macuray as members.  
 
Corporate Governance Committee; Nomination Committee; Compensation and Remuneration 
Committee 
 
The Corporate Governance Committee, which shall act as the Nomination Committee and 
Compensation and Remuneration Committee, is tasked to assist the Board in ensuring compliance with 
an proper observance of corporate governance principles and practices. It should be composed of at 
least three (3) directors, all of whom should be independent directors, including the Chairperson. 
 
The committees’ members are Arnold San Gabriel and Rhea M. Alarcon while Jose Luis G. Santillan 
serves as Chairman.  
 
Significant employee 
 
No single person is expected to make a significant contribution to the business since STN considers 
the collective efforts of all its employees as instrumental to the overall success of its performance. 
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Compensation of directors and officers 
 
The compensation of directors and officers is included in the compensation table below (in Philippine 
Peso). 
 
 

 
 

Top 5 most highly 
compensated 

executive officers 

Year Salary (in Php) Bonus Other Annual 
Compensation 

2025 (est.) 5,720,000.00 - 11,050,000.00 

2024  5,755,933.33 - 11,001,495.60 

2023 330,000.00 - 6,010,083.33 

Aggregate 
compensation 
paid to all other 
officers and 
directors as a 
group 

2025 (est.) - - 2,799,998.40* 

2024  - - 1,272,221.90* 

2023 1,230,865.39 - - 

*Pertains to per diem 
 
Compensation of Directors 
 
The members of the Board of Directors, except those holding management positions in the Company, 
are entitled to per diem allowance for his attendance at each Board and committee meetings.  
 
Standard arrangements and other arrangements 
 
There are no other arrangements for compensation either by way of payments for committee 
participation or special assignments other than reasonable per diem. There are also no outstanding 
warrants or options held by STN’s CEO, other officers and/or directors. 
 
 
Employment contracts, termination of employment, change-in-control arrangements 
 
The Company and its Subsidiaries have executed pro-forma employment contracts with their staff and 
officers. These contracts basically specify the scope of services expected from these individuals and 
the compensation that they shall receive. 
 
There are no arrangements for compensation to be received by these named executive officers from 
the Company in the event of a change in control. 
 
Warrants and options 
 
There are no outstanding warrants and options held by any of STN’s directors and executive officers. 
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Security ownership of certain record and beneficial stockholders 
 
The following are the top 20 stockholders of the Company as of June 30, 2025: 
 

 Name Number of Shares % Ownership 
1 Corbox Corporation* 276,321,061 19.48% 
2 Golden Bales Corporation* 276,321,061 19.48% 
3 Roxburgh Investments Limited 261,910,502 18.46% 
4 Greenkraft Corporation* 258,554,339 18.22% 
5 PCD Nominee Corporation (Filipino) 157,274,593 11.08% 
6 Ismael T. Cuan 60,000,000 4.23% 
7 Clement O. Chua* 30,671,637 2.16% 
8 Rex Chua 30,671,637 2.16% 
9 Valmora Investment & Management Corporation  10,443,860 0.74% 
10 Rustico and/or Lolita Garingan 2,097,276 0.15% 
11 PCD Nominee Corporation (Non-Filipino) 2,070,703 0.15% 
12 Delfin R. Maceda 1,980,000 0.14% 
13 Calvin C. Chua 1,828,500 0.13% 
14 Sally C. Ong Pac 1,450,000 0.10% 
15 Leonardo T. Siguion-Reyna 1,151,839 0.08% 
16 Christopher Chua 1,000,000 0.07% 
17 Estate of Mamerto Endriga 906,011 0.06% 
18 Stanley C. Sy 750,000 0.05% 
19 Manuel T. Carmona 727,879 0.05% 
20 Feliza Y. Tan 582,000 0.04% 
 Subtotal 1,376,712,898 97.03% 
 Others 42,099,183 2.97% 
 GRAND TOTAL 1,418,812,081 100 

*With shares recorded under PCD Nominee Corporation: Corbox Corporation (2,960,591 shares), Golden Bales Corporation 
(2,960,591 shares); Greenkraft Corporation (3,290,202 shares), and Clement O. Chua (328,627 shares).  
 
Security ownership of the company’s directors and management 
 
The following table shows the security ownership of directors and principal officers in the common 
shares of the Company as of June 30, 2025:  
 

Title of Class Name 

Name of 
Beneficial 
Owner and 
Relationship 
with Record 
Owner 

Citizenship No. of Shares Held 
% 
Ownership 

Common Nixon Y. Lim N/A Filipino 1 (Direct) 
460,063,960 (Indirect)* 

32.43 

Common Mark O. 
Vergara 

N/A Filipino 1 (Direct)  0.00 

Common Eliza C. 
Macuray 

N/A Filipino  1 (Direct)  0.00 

Common Esteban C. 
Ku 

N/A Common 1 (Direct) 
93,084,575 (Indirect)  

6.56 

Common  Rhea M. 
Alarcon 

N/A Common 1 (Direct) 
 

0.00 

Common Jose Luis G. 
Santillan 

N/A Common 1,000 (Indirect) 0.00 

Common Arnold San 
Gabriel 

N/A Common 1,000 (Indirect) 0.00 

*261,910,502 shares are indirectly owned by Mr. Nixon Lim through Roxburgh Investments Limited, a 
foreign company.  
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Voting trust  
 
The Company is unaware of any person holding more than five (5) per cent of shares under a voting 
trust or similar agreement. 
 
Change in control 
 
In October 2020, the Buyer Group entered into a Share Purchase Agreement with SNHBV as seller to 
acquire 649,908,308 common shares of the Company, equivalent to 64.99% of the total shareholdings. 
In compliance with the Securities and Regulations Code and its Implementing Rules and Regulations, 
the Buyer Group made a tender offer involving the remaining outstanding shares of the Company, 
excluding the 70,940,604 common shares of SNHBV not included in the Share Purchase Agreement. 
A total of 11,780,533 common shares of STN were tendered, which comprise approximately 1.18% of 
the total issued and outstanding shares of STN. 
 
Following the completion of the tender offer, SNHBV and the Buyer Group executed the deed of sale 
in November 2020 involving the 649,908,308 shares of the Company.  As of the date hereof, the transfer 
of the 649,908,308 common shares in favor of the Buyer Group has been recorded in the books of STN. 
The transfer effectively reduced the shareholding of SNHBV to 5% of the Company’s outstanding capital 
stock.   
 
In December 2020, the SEC approved STN’s application for increase of authorized capital stock from 
Php1 Billion to Php2 Billion resulting to the issuance of 418,821,081 common shares in favor of the 
Buyer Group, Greenkraft and Roxburgh.  The increase was (i) partly subscribed by the share swap 
transaction wherein STN reacquired SMPC in exchange for STN shares issued to the Buyer Group; 
and (ii) partly subscribed through conversion of loans extended by Greenkraft and Roxburgh into equity.  
 
In October 2023, SNHBV and Greenkraft sold a total of 130,940,604 shares for purposes of complying 
with the minimum public ownership requirement of at least 20% of the company’s outstanding capital 
stock.  As of the date hereof, the Company’s major shareholders are comprised of the STN Principals, 
with an aggregate ownership equivalent to 77.80% of STN’s capital stock. 
 
 

(This space was intentionally left blank)  
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DESCRIPTION OF PROPERTY 
 
Property 
 
Real Assets - Owned 
 
STN, through STN Subsidiaries, own fourteen (14) parcels of land and improvements where the 
Carmen Plant and warehouse are located: 
 

Type Registered 
Owner TCT No/Tax Declaration Area (in sqm) Location 

Land SCPC 142-2022008281 33,008 Carmen 
Land SMPC 142-2021005496 163 Panabo City 
Land SMPC 142-2021005497 163 Panabo City 
Land SMPC 142-2021005498 163 Panabo City 
Land SMPC 142-2021005499 163 Panabo City 
Land SMPC 142-2021005500 163 Panabo City 
Land SMPC 142-2021005501 163 Panabo City 
Land SMPC 142-2021005502 163 Panabo City 
Land SMPC 142-2021005503 163 Panabo City 
Land SMPC 142-2021005504 163 Panabo City 
Land SMPC 142-2021005505 163 Panabo City 
Land SMPC 142-2019013505 10,000 Panabo City 
Land SMPC 142-2019013506 13,367 Panabo City 
Land SMPC 142-2019013507 21,659 Panabo City 
Land* SCPC 75023 17,481 General Santos 
Land* SCPC 75024 500 General Santos 
Land* SCPC 75025 315 General Santos 
Building (Industrial Bldg) SCPC 2020-03-0002-01702 338.10 Carmen 
Building (Guard House) SCPC 2020-03-0002-01703 77.45 Carmen 
Building (Multipurpose Shed) SCPC 2020-03-0002-01704 25.40 Carmen 
Building (Industrial Bldg) SCPC 2020-03-0002-01705 11,762.46 Carmen 
Building (Industrial Bldg) SCPC 2020-03-0002-01706 3,864.00 Carmen 
Building (Pump House) SCPC 2020-03-0002-01707 115.70 Carmen 
Building (Industrial Bldg) SCPC 2020-03-0002-01708 110.40 Carmen 
Building (Pump House) SCPC 2020-03-0002-01709 34.00 Carmen 
Building (Shed) SCPC 2020-03-0002-01710 58.20 Carmen 
Building (Gas Plant) SCPC 2020-03-0002-01711 48.00 Carmen 
Building (Gas Plant) SCPC 2020-03-0002-01712 40.20 Carmen 
Building (Shed) SCPC 2020-03-0002-01713 321.86 Carmen 
Building (Bodega) SCPC 2020-03-0002-01714 1,404.00 Carmen 
Fence – Reinforced Concrete  SCPC 2020-03-0002-01715 n/a Carmen 
Building (Shed) SCPC 2020-03-0002-01716 207.20 Carmen 
Building (Shed) SCPC 2020-03-0002-01717 30.15 Carmen 
Building SMPC 00-195-0033-10324 10,613 Panabo City 

*Recovered properties of Treasure Packaging Corporation (TPC).  TPC was merged with SCPC on 
May 30, 2018, with SCPC as the surviving corporation. 
 
The lots covered by TCT Nos. 142-2022008281, 142-2019013505, 142-2019013506 and 142-2019013507, 
and all the buildings and improvements located inside the Carmen Plant are encumbered in favor of BDO 
pursuant to the Omnibus Loan and Security Agreement dated November 29, 2021.  
 
Real Assets – Leased 
 
The Company and the STN Subsidiaries leases space for its operations: 
 

Date Lessee Lease Term Location Use 
November 4, 
2024 

SMPC November 4, 2024 to 
November 3, 2025 

National Highway, 
Casinglot, Tagoloan, 
Misamis Oriental 

Warehouse 
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Date Lessee Lease Term Location Use 
February 21, 
2024 
 
September 1, 
2020 

SMPC January 1, 2026 to 
December 31, 2030 
 
January 1, 2020 to 
December 31, 2025 

National Highway, 
Bunawan District, Davao 
City 

Manufacturing plant 

November 21, 
2023 

SMPC October 21, 2023 to 
October 20, 2025 

Km 15, after Panacan 
Sub-station, Panacan, 
Davao City 

Office and laboratory 
space 

August 10, 
2023 

SMPC January 1, 2024 to 
December 31, 2026 

Alejal, Carmen, Davao 
Del Norte 

Manufacturing plant 

October 27, 
2020 

SMPC January 1, 2021 to 
December 31, 2028 

BTY Compound, National 
Highway, General Santos 
City 

Storage of boxes, 
papers and its 
accessories 

May 23, 2018 SMPC February 1, 2018 to 
December 31, 2028 

BTY Compound, National 
Highway, General Santos 
City 

Manufacturing and 
storage of corrugated 
carton boxes 

 
On January 9, 2023, SMPC entered into a lease agreement with SCPC for the use of certain corrugators 
and converting equipment located at Alejal, Carmen, Davao Del Norte.  The lease is for a period a one 
(1) year and will expire on December 31, 2023, which was extended until December 31, 2024 pursuant 
to an agreement executed by the parties on January 9, 2024. The lease may be further be extended or 
renewed for another year, subject to the terms to be agreed upon by the parties.  On the same day, 
SMPC and SCPC executed a Memorandum of Agreement whereby SMPC agreed that all costs 
pertaining to employees and utilities directly related to the operation of the box plant shall be for the 
account of SMPC.  The said agreement shall remain in full force unless revoked by the parties. 
 
Machineries 
 
In operating its business, STN and the STN Subsidiaries own machinery and equipment such as stacker 
roller/pusher conveyor, air compressor, air dryer, rotary shear machine, thin blade slitter and zero scorer 
machine, folder gluer, boiler, facer machinery, flexo, strapping machine, among others.  
 
None of the above machineries is the subject of any encumbrance or lien.  
 
Intellectual property 
 
As of the date of this Prospectus, STN owns the following registered trademarks in the Philippines. 
 

Registration No. Mark Registration Date Expiry Date 

518498 

 

 

September 30, 
2022 

September 30, 
2032 

518501 STENIEL September 30, 
2022 

September 30, 
2032 

 
 
Legal proceedings 
 
As of date of this Prospectus, the Company and its subsidiaries are not involved in any material 
litigation, arbitration, or similar proceedings and is not aware of any such proceedings pending or 
threatened against it or any its properties, which are or might be material. 
 
 

(This space was intentionally left blank)  
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DESCRIPTION OF THE OFFER SHARES 
 
Information relating to the Common Shares is set forth below. The description is only a summary and 
is qualified by reference to Philippine law and the Company’s Articles of Incorporation (“Articles”) and 
By-Laws (“By-Laws”), both as amended, copies of which are available at the SEC. 
 
Pursuant to its Articles of Incorporation, as amended on December 29, 2020, the Company has an 
authorized capital stock of Php2.0 Billion, divided into 2.0 billion common shares each with a par value 
of Php1.00 per share, of which 1,418,812,081 Common Shares are outstanding as of the date of this 
Prospectus.  The Offer Shares are Common Shares of the Company. 
 
The Offered Shares will be offered at [Php1.80 up to Php2.00] per Offer Share (the “Offer Price”).  The 
determination of the Offer Price is further discussed on the section Determination of the Offer Price of 
this Prospectus.  
 
Upon completion of the Offer, the Company will have a total of 1,576,460,000 Common Shares issued 
and outstanding. 
  
Share Capital  
 
A Philippine corporation may issue common or preferred shares, or such other classes of shares with 
such rights, privileges or restrictions as may be provided for in its articles of incorporation and by-laws. 
Subject to the approval of the SEC, a corporation may increase or decrease its authorized capital stock 
upon approval by a majority of the board of directors and by shareholders representing at least two-
thirds of the outstanding capital stock at a shareholders’ meeting duly called for that purpose. 
 
All of STN’s shares that are currently issued or authorized to be issued are common shares and have 
a par value of Php1.00 per share. If shares are issued at a price above par, whether for cash or 
otherwise, the amount by which the subscription price exceed the par value is credited to an account 
designated as paid-in surplus. 
 
A corporation may acquire its own shares for a legitimate corporate purpose, provided that it has 
sufficient unrestricted retained earnings in its books to pay for the acquisition and it complies with the 
other conditions for the purchase. Examples of instances in which the corporation is empowered to 
purchase its own shares are: (i) when the elimination of fractional shares arising out of share dividends 
is necessary or desirable, (ii) the purchase of shares of dissenting shareholders exercising their 
appraisal right (as discussed below) and (iii) the collection or compromise of an indebtedness arising 
out of an unpaid subscription. When a corporation repurchases its own shares, the shares become 
treasury shares, which may be resold at a price fixed by the board of directors of such corporation. 
 
The Board is authorized to issue shares from treasury from time to time. Treasury shares may be issued 
to any person, corporation or association, whether or not a shareholder of the Company, including its 
officers or employees for such consideration in money as the Board may determine. 
 
 
Rights Relating to the Common Shares 
 
Voting Rights 
 
Each Common Share entitles the holder to one (1) vote. 
 
At each meeting of the stockholders, every stockholder entitled to vote on a particular question or matter 
involved shall be entitled to one (1) vote for each share of stock standing in his name in the books of 
the Company at the time of the closing of the transfer books for such meeting. 
 
In the election of Directors, each stockholder, in person or by proxy, is entitled to such number of votes 
as is equivalent to the product of the number of Common Shares owned by him multiplied by the number 
of Directors to be elected. The stockholder may cumulate his votes in favor of one (1) or more 
candidates as he may see fit.  
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A Director may also be removed by the vote of stockholders representing two-thirds (2/3) of the 
outstanding voting shares, in accordance with the provisions of Section 27 of the Revised Corporation 
Code. 
 
Voting rights cannot be exercised with respect to shares declared delinquent or treasury shares, or with 
respect to shares upon which its appraisal right has been exercised. 
 
Pre-emptive Rights 
 
Section 38 of the Revised Corporation Code provides that all stockholders of a stock corporation will 
enjoy pre-emptive right to subscribe to all issues or disposition of shares of any class, in proportion to 
their respective shareholdings, unless such right is denied by the Articles of Incorporation or an 
amendment thereto. Under the Company’s Articles of Incorporation, pre-emptive rights are denied as 
to all issuances or dispositions of the Company’s Common Shares. 
 
The Company’s Amended Articles of Incorporation deny the pre-emptive right to subscribe to any issue 
or disposition of shares of the Corporation.  
 
Dividend Rights 
 
Dividends may be declared from the unrestricted retained earnings of the Company at such time and 
in such percentage or amount as the Board of Directors may deem proper. No dividend shall be 
declared that will impair the capital stock of the Company.  
 
Under Philippine law, a corporation can only declare dividends to the extent that it has unrestricted 
retained earnings that represent the undistributed earnings of the corporation that have not been 
allocated for any purpose. A corporation may pay dividends in cash, in property, or by the issuance of 
shares (stock dividend). Stock dividends may only be declared and paid with the approval of 
stockholders representing at least two-thirds of the issued and outstanding capital stock of the 
corporation voting at a stockholders’ meeting duly called for the purpose.  
 
The Revised Corporation Code requires, as a general rule, that a corporation with retained earnings in 
excess of 100.00% of its paid-in capital declare and distribute as dividends the amount of such surplus. 
Notwithstanding this requirement, a corporation may retain all or any portion of such surplus in the 
following cases: (a) when justified by definite expansion plans approved by the board of directors of the 
corporation; (b) when the required consent of any financing institution or creditor to such distribution 
has not been secured; or (c) when retention is necessary under special circumstances, such as when 
there is a need for special reserves for probable contingencies. 
 
As of June 30, 2025, the Company has a retained deficit of Php841.8 million. This was due to the 
accumulated losses of STN prior to the entry of the STN Principals. As a result, the Company may be 
unable to declare dividends in the near to medium term. Nevertheless, the Company believes that its 
competitive advantages and improved operations may translate to better profitability. Note that STN 
has pared the retained deficit from Php1.1 billion in 2021 to Php841.8 million as of June 30, 2025.  
 
Please see further discussion under the Dividends and Dividend Policy of this Prospectus. 
 
Appraisal Rights 
 
The Revised Corporation Code grants a shareholder a right of appraisal in certain circumstances where 
he has dissented and voted against a proposed corporate action, including: 
 

a. An amendment of the Articles of Incorporation that has the effect of adversely affecting the 
rights attached to his shares or of authorizing preferences in any respect superior to those of 
outstanding shares of any class or of extending or shortening the term of corporate existence; 

b. The sale, lease, exchange, transfer, mortgage, pledge or other disposal of all or substantially 
all the assets of the corporation;  

c. A merger or consolidation; and 
d. Investment of corporate funds for any purpose other than the primary purpose of the 

corporation. 
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In any of these circumstances, the dissenting shareholder may require the Company to purchase its 
shares at a fair value, which in default of agreement is determined by three disinterested persons, one 
of whom shall be named by the shareholder, one by the Company, and the third by the two thus chosen. 
In the event of a dispute, the SEC will determine any question about whether a dissenting shareholder 
is entitled to this right of appraisal. This remedy will only be available if the Company has unrestricted 
retained earnings sufficient to support the purchase of the shares of the dissenting stockholders.  
 
As of June 30, 2025, the Company has a retained deficit of Php841.8. This was due to the accumulated 
losses of STN prior to the entry of the STN Principals. As a result, the Company may be unable to 
declare dividends in the near to medium term. Nevertheless, the Company believes that its competitive 
advantages and improved operations may translate to better profitability. Note that STN has pared the 
retained deficit from Php1.1 billion in 2021 to Php841.8 million as of June 30, 2025.  
 
From the time the shareholder makes a demand for payment until the Company purchases such shares, 
all rights accruing on the shares, including voting and dividend rights, shall be suspended, except the 
right of the shareholder to receive the fair value of the share. 
 
Access to Corporate Books and Records 
 
Stockholders have the right to inspect the books and records of the Company, including the minutes of 
all Board and stockholders’ meetings, and records of business transactions of the Company. However, 
the right of inspection may be denied if the shareholder seeking to examine the corporate records is not 
acting in good faith or for a legitimate purpose in making the demand for inspection or has improperly 
used any information secured through any prior examination of the records of such corporation or any 
other corporation. 
 
Liquidation Rights 
 
Each shareholder is entitled to a pro rata share in the assets of the Company available for distribution 
to the stockholders in the event of dissolution, liquidation and winding up, subject to the superior rights 
of the creditors of the Company. 
 
Derivative Rights 
 
Philippine law recognizes the right of a shareholder to institute proceedings on behalf of the Company 
in a derivative action in circumstances where the Company itself is unable or unwilling to institute 
necessary proceedings to redress wrongs committed against the Company or to vindicate corporate 
rights such as, for example, where the directors themselves are the malefactors. 
 
Disclosure Requirements / Right of Inspection 
 
Philippine stock corporations are required to file a general information sheet which sets forth data on 
their board of directors, officers and capital structure, as well as the corporations’ annual audited 
financial statements with the SEC. Aside from the SEC, corporations must also submit their annual 
financial statements to the BIR. Corporations whose shares are listed on the PSE are also required to 
file current, quarterly and annual reports with the SEC and the PSE. Shareholders are entitled to request 
copies of the most recent financial statements of the corporation, which include a balance sheet as of 
the end of the most recent tax year and a profit and loss statement for that year. Shareholders are also 
entitled to inspect and examine the books and records that the corporation is required by law to 
maintain. 
 
The Board is required to present to shareholders at every annual meeting a financial report of the 
operations of the corporation for the preceding year. 
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Treasury Shares 
 
The Company may acquire its own Common Shares, provided that, it has unrestricted retained earnings 
to pay for the Common Shares to be acquired or purchased and only for a legitimate corporate 
purpose/s, including, but not limited to: (a) to eliminate fractional shares arising out of stock dividends, 
(b) to collect or compromise an indebtedness to the Company, arising out of unpaid subscription, in a 
delinquency sale, and to purchase delinquent shares sold during said sale; and (c) to pay dissenting or 
withdrawing stockholders entitled to payment for their shares under the provisions of the Revised 
Corporation Code. 
 
The Common Shares repurchased by the Company shall become treasury shares that may again be 
disposed of at a reasonable price as may be fixed by the Board of Directors. These treasury shares 
have neither voting rights nor dividend rights as long as they remain as treasury shares. 
 
As of the date of this Prospectus, the Company does not hold any treasury shares. 
 
Other Securities 
 
The Company has not issued any other form of securities other than its Common Shares.  
 
Stock Transfer Agent 
 
The Company’s stock and transfer book is maintained at the principal office of the Company’s stock 
transfer agent, Stock Transfer Services, Inc. 
 
Changes in Control 
 
There are no existing provisions in the amended Articles of Incorporation and amended By-Laws of the 
Company, which may cause delay, deferment, or in any manner prevent a change in control of the 
Company. 
 
Board of Directors 
 
Unless otherwise provided by law, the Company’s corporate powers are exercised, business 
conducted, and all of its property are controlled and held, by the Board of Directors. The Company has 
7 directors, 3 of whom are independent directors. They shall be elected by the Company’s shareholders 
who are entitled to vote at the annual meeting and shall hold office for one (1) year until their successors 
are elected and qualified in accordance with the Company’s by-laws. 
 
Any vacancy occurring in the Board of Directors for reasons other than by removal by the stockholders 
or by expiration of the term, may be filled by the vote of at least a majority of the remaining members of 
the Board, if still constituting a quorum; otherwise, the vacancy must be filled by the shareholders at a 
regular or at any special meeting of the shareholders called for that purpose. A director so elected to fill 
a vacancy shall be elected only for the unexpired term of his predecessor in office and until his 
successor is duly elected and qualified.  
 
Shareholders’ Meeting 
 
Annual or Regular Shareholders’ Meetings 
 
Philippine corporations are required to hold an annual meeting of shareholders. Under the Company’s 
by-laws, the annual shareholders’ meeting shall be held every last Tuesday of April of each year in the 
principal office or the city where the principal office of the Company is located.  On July 5, 2024, the 
shareholders approved the change of the date of the annual meeting to any day on the third week of 
June of each year.32   
 
 
 

 
32 The Company is in the process of applying with the SEC for the amendment of its By Laws reflecting the change of the date of 
annual meeting. 
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Special Shareholders’ Meeting 
 
Special meeting of the shareholders may be called at any time by resolution of: (a) the board of 
directors, at its own instance, or at the written request of the shareholders representing at least two 
thirds of the total outstanding stock, or (b) the Chairman, or in his absence, the Vice Chairman of the 
Board of Directors, or (c) the President. 
 
Notice of Shareholders’ Meeting 
 
Under SEC Memorandum Circular No. 3, Series of 2020, the corporate secretary shall send the notice 
of any regular meeting of the shareholders by personal delivery or by mail to each shareholder of record 
at his last known address at least twenty-one (21) calendar days prior to the date of the meeting. For 
special meetings of the shareholders, the Company’s by-laws provides that the corporate secretary 
shall send the notice of such special meeting of the shareholders by personal delivery or by mail to 
each shareholder of record at his last known address or by publication in a newspaper of general 
circulation two (2) weeks before the date of the meeting. The notice should state the place, date, and 
hour of the meeting, and the purpose for which the meeting is called. Shareholders may waive their 
right to a notice of any meeting, expressly or impliedly before or after the meeting. 
 
Quorum 
 
A majority of the issued capital stock of the Company, either in person or by proxy, shall constitute a 
quorum, and a majority of the quorum shall decide any question before the meeting except as otherwise 
provided by law. If there is no quorum for the meeting, the meeting shall be adjourned until the required 
number of Shares shall be present or represented. 
 
Voting 
 
Shareholders may vote at all meetings the number of shares registered in their respective names, either 
in person or by a duly appointed proxy. Except in cases otherwise provided by law, a majority of the 
votes cast by the shareholders present in person or by proxy at any meetings is sufficient to approve 
any resolution. 
 
Fixing Record Dates 
 
For purposes of determining the shareholders entitled to notice of, or to vote or be voted at any meeting 
of the shareholders or any adjournment thereof or to receive payment of any dividends or other 
distribution or allotment of any rights, or to exercise the rights in respect of any change, conversion or 
exchange of the capital stock, the Board of Directors may provide that the stock and transfer books be 
closed for such period as may be deemed advisable previous to such meeting.  
 
Under the rules of the Securities and Exchange Commission, the record date of cash dividend 
declaration of a listed company should be not less than 10 and not more than 30 days from the date of 
declaration. For declaration of stock dividends, the record date must not be less than 10 and not more 
than 30 days from the date of the shareholders’ approval. The record date must also be not less than 
10 trading days from receipt by the PSE of the notice of declaration of stock dividends. For declaration 
of stock dividends as part of the increase in authorized capital stock, the record date is fixed by the 
Securities and Exchange Commission. 
 
Under the Company’s By-Laws, the Board of Directors may, by resolution, direct that the stock and 
transfer books of the Company be closed beginning on a certain date which shall not be less than 30 
days prior to the date of any meeting of stockholders, and such date shall be the record date for the 
determination of stockholders entitled to notice of, or to vote, at any such meeting.  
 
Proxies 
 
Shareholders may vote in person or by proxy. Proxies must be filed with the Corporate Secretary or the 
Company’s transfer agent at least seven (7) days before the day of the meeting. Proxies previously filed 
may be revoked by the shareholders either in an instrument in writing duly presented to the Corporate 
Secretary or the Company’s transfer agent at least three (3) days before the day of the meeting or by 
their personal presence at the meeting. Validation of proxies should be done at least five (5) days before 
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the day of the meeting by the Corporate Secretary or by a special committee of inspectors composed 
of the Corporate Secretary and a representative of the transfer agent. The decision of the Corporate 
Secretary or the special committee of inspectors, as the case may be, on the validity of the proxies shall 
be final and binding until and unless set aside by a court of competent jurisdiction.  
 
Unless otherwise provided in the proxy, it shall be valid only for the meeting at which it has been 
presented to the Corporate Secretary.  
 
Transfer of Common Shares 
 
All transfer of shares on the PSE shall be effected by means of a book-entry system. Under this system 
of trading and settlement, a registered shareholder transfers legal title over the shares to such nominee 
but retains beneficial ownership over the shares. A shareholder transfers legal title by surrendering the 
stock certificate representing his shares to participants of the PDTC system (i.e., brokers and custodian 
banks) that, in turn, lodge the same with the PCD Nominee. A shareholder may request his shares to 
be uplifted from the PDTC, in which case a certificate of stock is issued to the shareholder and the 
shares are registered in the shareholder’s name. See The Philippine Stock Market section of this 
prospectus. 
 
Philippine law does not require transfers of shares to be effected on the PSE, but any off-exchange 
transfers will subject the transferor to a capital gains tax that may be significantly greater than the stock 
transfer tax applicable to transfers effected on an exchange, and documentary stamp tax. See 
Philippine Taxation section of this Prospectus. All transfers of shares on the PSE must be effected 
through a licensed stockbroker in the Philippines. 
 
Share Register 
 
The Company’s share register is maintained at the principal office of its share transfer agent, Stock 
Transfer Services, Inc. 
 
Issues of Shares 
 
Subject to otherwise applicable limitations, the Company may issue additional shares to any person for 
consideration that the Board deems fair, provided that such consideration shall not be less than the par 
value of the issued shares. Share certificates may only be issued to a subscriber upon full payment of 
the subscription together with interest and expenses (in case of delinquent shares). Under PSE rules, 
only fully paid-up shares may be listed on the PSE. 
 
Share Certificates 
 
Certificates representing the Shares will be issued in such denominations as shareholders may request, 
except that certificates will not be issued for fractional shares. Shareholders may request Stock Transfer 
Service, Inc. to split their certificates. Shares may also be lodged and maintained under the book-entry 
system of the PDTC. See the Philippine Stock Market section of this Prospectus. 
 
Mandatory Tender Offer 
 
It is mandatory for any person or group of persons acting in concert to make a tender offer to all the 
shareholders of the target corporation before the intended acquisition of: 
 

a. At least 35% of the outstanding voting shares that are sufficient to gain control of the board 
in a public company, in one or more transactions within a period of 12 months; such intention 
should be disclosed and the tender offer shall be made for the percentage sough to all holders 
of such securities within the said period; or 

b. At least 35% of the outstanding voting shares or such outstanding voting shares that are 
sufficient to gain control of the board in a public company directly from one or more 
stockholders; the tender offer shall be made for all outstanding voting shares; or 

c. Less than 35% of such equity that will result in ownership of over 50% of the total outstanding 
equity securities in a public company. 
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The term public company refers to: (i) a corporation with a class of securities listed on an exchange, 
such as the PSE; or (ii) a corporation with assets of at least Php50 million and having 200 or more 
shareholders with at least 100 shares each. 
 
When the securities tendered pursuant to such an offer exceed the number of shares that the acquiring 
person or group of persons is willing to acquire, the securities shall be purchased from each tendering 
shareholder on a pro rata basis according to the number of securities tendered by each security holder. 
In the event that the tender offer is oversubscribed, the aggregate amount of securities to be acquired 
at the close of such tender offer shall be proportionately distributed across selling shareholders with 
whom the acquirer may have been in private negotiations and other shareholders. 
In a mandatory tender offer, the acquirer must offer the highest price paid by him for such shares during 
the past six months. Where the offer involves payment by transfer or allotment of securities, such 
securities must be valued on an equitable basis. However, if any acquisitions of even less than 35% 
would result in ownership of 50% of the total outstanding equity, the acquirer shall make a tender offer 
for all the outstanding equity securities to all remaining shareholders of the said corporation at a price 
supported by a fairness opinion provided by an independent financial adviser or equivalent third party. 
The acquirer in such tender offer shall accept any and all securities thus tendered. 
 
In addition to the above, it is required for any person or group of persons acting in concert, who intends 
to acquire at least 15% of equity securities in a public company via one or more transactions within a 
period of 12 months, to file a declaration to that effect with the SEC.  
 
Unless the acquisition of equity securities is intended to circumvent or defeat the objectives of the tender 
offer rules, the mandatory tender offer requirement shall not apply to the following: 
 

a. Purchases of shares from unissued capital shares unless it will result in a 50% or more 
ownership of shares by the purchaser; 

b. Purchases from an increase in the authorized capital shares of the target company; 
c. Purchases in connection with a foreclosure proceeding involving a pledge or security where 

the acquisition is made by a debtor or creditor; 
d. Purchases in connection with a privatization undertaken by the government of the Philippines; 
e. Purchases in connection with corporate rehabilitation under court supervision; 
f. Purchases through an open market at the prevailing market price; or 
g. Purchases resulting from a merger or consolidation. 

 
Fundamental Matters 
 
The Revised Corporation Code considers certain matters as significant corporate acts that may be 
implemented only with the approval of shareholders, including those holding shares denominated as 
non-voting in the articles of incorporation. These acts, which require board of directors’ approval and 
the approval of shareholders representing at least two-thirds of the issued and outstanding capital stock 
of the corporation (except for the amendment of by-laws and approval of management contracts in 
general, which require approval of shareholders representing a majority of the corporation’s outstanding 
capital stock), include: 
 

a. Amendment of the articles of incorporation; 
b. An increase or decrease of capital stock and incurring, creating or increasing bonded 

indebtedness; 
c. Delegation to the board of directors of the power to amend or repeal or to adopt new by-laws; 
d. Sale, lease, exchange, mortgage, pledge or other disposition of all or a substantial part of the 

corporation’s assets; 
e. Merger or consolidation; 
f. Investment of corporate funds in any other corporation or for a purpose other than the primary 

purpose for which the corporation was organized; 
g. Dissolution of the corporation; 
h. Denial of pre-emptive rights to shares to be issued in good faith in exchange for property 

needed for corporate purposes or in payment of a previously contracted debt; 
i. Declaration or issuance of stock dividends; 
j. Ratification of a contract between the corporation and a director or officer where the vote of 

such director or officer was necessary for approval; 
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k. Execution of a management contract where (a) a majority of directors of the managing 
corporation constitutes the majority of the board of the managed company or (b) shareholders 
of both the managing and managed corporations represent the same interest and own or 
control more than one third of the outstanding capital stock entitled to vote; 

l. Removal of directors; and 
m. Ratification of contracts with corporations in which a director is also a member of the board, 

where the interest of the director is substantial in one corporation and nominal in the other. 
 
Other Features of the Offer Shares 
 
The Offer Shares are neither convertible nor subject to redemption. All of the Company’s issued shares 
are fully paid and non-assessable and are free and clear of all liens, claims, and encumbrances. All 
documentary stamp taxes due on the issuance of all issued shares have been fully paid. 
 
Withdrawal of the Offer 
 
The Company reserves the right to withdraw the offer and sale of the Offer Shares at any time before 
the commencement of the Offer Period, in which event the Company shall make the necessary 
disclosures to the SEC and PSE.  
 
The Company may also withdraw the offer and sale of the Offer Shares at any time on or after the 
commencement of the Offer Period and prior to the Listing Date, if there is a supervening force majeure 
or fortuitous event, such as: 
 

a. An outbreak or escalation of hostilities or acts of terrorism involving the Philippines or a 
declaration by the Philippines of a state of war; or occurrence of any event or change (whether 
or not forming part of a series of events occurring before, on and/or after the date hereof) of a 
political, military, economic or other nature; or occurrence of any change in local, national or 
international financial, political or economic which renders it impracticable to continue with the 
Offer and/or listing of the Offer Shares in the manner contemplated by the Prospectus, or would 
have a material adverse effect on the Philippine economy, on the securities or other financial 
or currency markets of the Philippines, or on the distribution, offer and sale of the Offer Shares 
in the Philippines, rendering it impracticable to proceed with the Offer in the manner 
contemplated by the Prospectus, provided that for the avoidance of doubt, the Offer shall not 
be withdrawn, cancelled, suspended or terminated solely by reason of the Issuer’s or 
Underwriter’s inability to sell or market the Offer Shares or refusal or failure to comply with any 
undertaking or commitment by the Issuer, the underwriter, or any other entity/ person to take 
up any shares remaining after the Offer Period; 

 
b. Issuance of an order revoking, cancelling, suspending, preventing or terminating the offer, sale, 

distribution or listing of the Offer Shares by any court or governmental agency or authority with 
jurisdiction on the matter, the BSP, the SEC or the PSE; 

 
c. Cancellation, revocation or termination of the PSE Notice of Approval, the SEC pre-effective 

clearance, the SEC Order of Registration, the SEC Permit to Sell or the BSP Approval; 
 

d. Cancellation or suspension of trading in the PSE for at least three (3) consecutive trading days, 
or in such manner or for such period as will render impracticable the listing and trading of the 
Offer Shares on the Listing Date or such other date as may be approved by PSE; 

 
e. A change or impending change in the law, rule, regulation, policy or administrative practice, or 

a ruling, interpretation, decree or order which (i) materially and adversely affects: (a) the ability 
of the Issuer to engage in the business it is presently engaged in; or (b) the capacity and due 
authorization of the Issuer to offer and issue the Offer Shares and enter into the transaction 
documents in connection with the Offer, or (ii) would render illegal the performance by the 
underwriter of its underwriting obligations hereunder; 

 
f. Any significant, adverse, and unforeseeable change or development in the Issuer’s long-term 

financial condition, assets, liabilities, results of operations, business, properties, or profitability, 
which renders the Offer Shares unsuitable for offering to the public; 
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g. The Issuer decides to or is compelled to stop its operations which is not remedied within five 
(5) Business Days; 

 
h. The Issuer shall be adjudicated bankrupt or insolvent, or shall admit in writing its inability to pay 

its debts as they mature, or shall make or threaten to make an assignment for the benefit of, or 
a composition or assignment with, its creditors or any class thereof, or shall declare or threaten 
to declare a moratorium on its indebtedness or any class thereof; or (ii) the Issuer shall apply 
for or consent to the appointment of any receiver, trustee or similar officer for it or for all or any 
substantial part of its property; or (iii) such receiver, trustee or similar officer shall be appointed; 
or (iv) the Issuer shall initiate or institute (by petition, application or otherwise howsoever), or 
consent to the institution of any bankruptcy, insolvency, reorganization, rehabilitation, 
arrangement, readjustment of debt, suspension of payment, dissolution, liquidation or similar 
proceeding relating to it under the laws of any jurisdiction; or (v) any such proceeding shall be 
instituted against the Issuer; or any judgment, writ, warrant of attachment or execution or similar 
process shall be issued or levied against any material asset, or material part thereof, of the 
Issuer; or (vi) any event occurs which under the laws of the Philippines or to other jurisdictions, 
or any applicable political subdivision thereof, has an effect equivalent to any of the foregoing; 

 
i. A general banking moratorium is declared in the Philippines or a material disruption in 

commercial banking or securities settlement or clearance services occurs in the Philippines; 
 

j. Any court proceeding, litigation, arbitration or other similar proceeding is commenced or 
threatened against the Underwriter in connection with or with respect to the issuance or sale 
by the Issuer of the Offer Shares or the Offer in general which renders the performance of their 
underwriting commitment impossible or impracticable; 

 
k. Any event occurs which makes it impossible for the Underwriter to perform their underwriting 

obligations due to conditions beyond their control, such as issuance by any court, arbitral 
tribunal, or government agency which has jurisdiction on the matter of an order restraining or 
prohibiting the Underwriter, or directing the Underwriter to cease, from performing their 
underwriting obligations; 

 
l. Unavailability of PDTC and PSE facilities used for the Offer and/or Listing and such 

unavailability impacts the ability of the Issuer and Underwriter to fully comply with the listing 
requirements of PSE; and 

 
m. Any force majeure event, other than the ones enumerated above, that has material and adverse 

effect on the Issuer’s long-term financial condition, assets, liabilities, results of operations, 
business, properties, or profitability. 

 
For the avoidance of doubt, the Offer shall not be withdrawn, cancelled, suspended, or terminated solely 
by reason of the Issuer’s or Underwriter’s inability to sell or market the Offer Shares or refusal or failure 
to comply with any undertaking or commitment by the Issuer, the underwriter, or any other entity/ person 
to take up any shares remaining after the Offer Period.  
 
Accounting and Auditing Requirement 
 
Philippine corporations are required to file copies of their annual consolidated financial statements with 
the Philippine SEC. Companies listed on the PSE must also file their quarterly consolidated financial 
statements with the Philippine SEC and the PSE. 
 
Shareholders are entitled to be furnished with the most recent financial statements of a Philippine 
corporation, which include a balance sheet as of the end of the most recent tax year and a profit and 
loss statement for that year. 
 
The Board is required to present to shareholders at every annual meeting a financial report of the 
operations of the Company for the preceding year. 
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MARKET PRICE 
 
The table below sets out, for the periods indicated, the high and low sales for the Company’s common 
shares in 2023, 2024 and first half of 2025. 
 
 

Quarter 2023 2024 2025 
 High Low High Low High Low 

First 
 No transaction No transaction 1.90 1.85 

Second 
  No transaction 1.82 1.73 2.60 1.40 

Third 
 No transaction 1.89 1.73 - - 

Fourth 
 No transaction 1.57 1.45 - - 

In P per share 
 
As of June 30, 2025, the closing price of the Company’s common shares was Php1.90 with a total 
market capitalization of P 2,695,742,953.90. 
 
  

(This space was intentionally left blank)  
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REGULATORY AND ENVIRONMENTAL MATTERS 
 
General Business Regulatory Framework 
 
Revised Corporation Code 
 
Republic Act No. 11232 or the Revised Corporation Code was signed into law on 20 February 2019, 
and became effective on 08 March 2019. The salient features, among others, of the Revised 
Corporation Code are as follows: 
 

a. Corporations are granted perpetual existence, unless the Articles of Incorporation provide 
otherwise. Perpetual existence shall also benefit corporations whose certificates of 
incorporation were issued before the effectivity of the Code, unless a corporation, upon a vote 
of majority of the stockholders of the outstanding capital stock notifies the Commission that it 
elects to retain its specific corporate term under its current Articles of Incorporation; 

b. An eligible natural person, trust, or estate may create a One Person Corporation (“OPC”), 
which is a corporation composed of a single stockholder. No minimum authorized capital stock 
is required for an OPC, unless provided for under special laws; 

c. Material contracts between a corporation and its own directors, trustees, officers, or their 
spouses and relatives within the fourth civil degree of consanguinity or affinity must be 
approved by at least two-thirds (2/3) of the entire membership of the Board, with at least a 
majority of the independent directors voting to approve the same; 

d. The right of stockholders to vote in the election of directors or trustees, or in stockholders’ 
meetings, may now be done through remote communication or in absentia if authorized by 
the corporation’s by-laws. However, as to corporations vested with public interest, voting 
through remote communication or in absentia are deemed allowed, even if not expressly 
stated in the by-laws. The stockholders who participate through such means are deemed 
present for purposes of quorum. When attendance, participation, and voting are allowed by 
remote communication or in absentia, the notice of meetings to the stockholders must state 
the requirements and procedures to be followed when a stockholder or member elects either 
option; and 

e. In case of transfer of shares of listed companies, the Commission may require that these 
corporations whose securities are traded in trading markets and which can reasonably 
demonstrate their capability to do so, to issue their securities or shares of stock in 
uncertificated or scripless form in accordance with the Rules of the Commission. 

 
The Revised Corporation Code refers to the Philippine Competition Act in case of covered transactions 
under said law involving the sale, lease, exchange, mortgage, pledge, or disposition of properties or 
assets; increase or decrease in the capital stock, incurring, creating or increasing bonded indebtedness; 
or mergers or consolidations covered by the Philippine Competition Act thresholds. 
 
Republic Act No. 10173 (Data Privacy Act of 2012)  
 
RA No. 10173, otherwise known as the Data Privacy Act of 2012 or DPA, was signed into law on August 
15, 2012, to govern the processing of all types of personal information (i.e., personal, sensitive, and 
privileged information) in the hands of the government or private natural or juridical person through the 
use of Information and Communications System or ICT, which refers to a system for generating, 
sending, receiving, storing or otherwise processing electronic data messages or electronic documents 
and includes the computer system or other similar device by or which data is recorded, transmitted or 
stored and any procedure related to the recording, transmission or storage of electronic data, electronic 
message, or electronic document. While the law expressly provides that it does not apply to certain 
types of information, including those necessary for banks and other financial institutions under the 
jurisdiction of BSP to comply with the AMLA and other applicable laws, the said law applies to all other 
personal information obtained by banks for other purposes. 
 
It mandated the creation of a National Privacy Commission, which shall administer and implement the 
provisions of the DPA and ensure compliance of the Philippines with international standards set for data 
protection. The Philippines recognizes the need to protect the fundamental human right of privacy and 
of communication, while ensuring free flow of information to promote innovation and growth.  
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It also identifies the vital role of information and communications technology in nation building and its 
inherent obligation to ensure that personal information in ICT in the government and in the private sector 
are secured and protected. 
 
The DPA seeks to protect the confidentiality of personal information, which is defined as any 
information, whether recorded in material form or not, from which the identity of an individual is apparent 
or can be reasonably and directly ascertained by the entity holding the information, or when put together 
with other information would directly and certainly identify an individual. The law provides for certain 
rights of a data subject or an individual whose personal information is being processed. The law 
imposes certain obligations on personal information controllers and personal information processors. It 
also provides for penal and monetary sanctions for violations of its provisions. 
 
Republic Act No. 9160 (Anti-Money Laundering Act) 
 
Republic Act No. 9160, otherwise known as the Anti-Money Laundering Act or AMLA, is a special law 
which aims to investigate and criminalize money laundering and other financial crimes, protects financial 
institutions and other covered entities under the act, and ensures that the Philippines will not be used 
as a money laundering site for the proceeds of any unlawful activity.  
 
In so doing, the AMLA serves the following functions: (1) creates the financial intelligence unit known 
as the “Anti-Money Laundering Council” or (“AMLC”); (2) imposes to Covered Entities specific 
obligations such as customer identification, record keeping, and reporting of covered and suspicious 
transactions; (3) relaxes strict bank deposit secrecy laws; and (4) provides for remedies, such as bank 
inquiry and freeze orders, and ex parte petitions, seizure, forfeiture, and recovery of dirty money or 
property. 
 
Money Laundering is defined under the AMLA as a crime whereby the proceeds of an unlawful activity 
are transacted, thereby making them appear to have originated from legitimate sources. It is committed 
by any person: 
 

a. Knowingly transacting or attempting to transact any money/property which represents, 
involves or relates to the proceeds of an unlawful activity;  

b. Knowingly performing or failing to perform an act in relation to any money/property involving 
the proceeds of any unlawful activity as a result of which he facilitated the offense of money 
laundering; and  

c. Knowingly failing to disclose and file with the AMLC any report required to be disclosed and 
filed. 

 
In addition, the AMLA also considers the failure to keep records, malicious reporting, and breach of 
confidentiality as punishable acts.  
 
The AMLA requires all covered entities, the exhaustive list is provided in the law, to register with the 
AMLC. Obligations of reporting or covered institutions include Customer Identification, Recordkeeping, 
and the Reporting of Covered and Suspicious Transactions. 
 
Covered transactions are defined as single transactions in cash or other equivalent monetary instrument 
involving a total amount in excess of Five Hundred Thousand (₱500,000) Pesos within one (1) banking 
day. Suspicious Transactions, on the other hand, are defined as transactions with covered institutions, 
regardless of the amounts involved, where any of the following circumstances exist: 
 

• There is no underlying legal/trade obligation, purpose or economic justification or the client is 
not properly identified; 

• The amount involved is not commensurate with the business or financial capacity of the client; 
• The transaction is structured to avoid being the subject of reporting requirements under the 

AMLA; 
• There is a deviation from the client’s profile/past transactions; 
• The transaction is related to an unlawful activity/offense under the AMLA; and  
• Transactions similar or analogous to the above 
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In 2018, the AMLC Regulatory Issuance (ARI) A, B, C, No. 2 was issued, on the Guidelines on 
Digitization of Customer Records. Under said issuance, covered persons are required to digitize all 
customer records that are within the 5-year retention period for recordkeeping as provided by the AMLA. 
It also requires all covered persons to develop a central database where the customer records can be 
easily uploaded and retrieved, accessible at any time by their compliance officer or any other duly 
authorized officer. 
 
Republic Act No. 1161, as amended (Social Security Law) 
 
An employer or any person who uses the services of another person in business, trade, industry or any 
undertaking is required under Republic Act No. 8282 to ensure coverage of employees following 
procedures set out by the law and the Social Security System (“SSS”). Under the said law, social 
security coverage is compulsory for all employees under 60 years of age. An employer must deduct 
and withhold from its compulsorily covered employees their monthly contributions based on a given 
schedule, pay its share of contribution and remit these to the SSS within a period set by law and/or SSS 
regulations. 
 
Republic Act No. 9679 (Home Development Mutual Fund Law) 
 
Under the Home Development Mutual Fund Law of 2009, all employees who are covered by the Social 
Security Act of 1997 must also be registered with and covered by the Home Development Mutual Fund, 
more commonly referred to as the Pag-IBIG Fund. It is a national savings program as well as a fund to 
provide affordable shelter financing to Filipino employees. The employer is likewise mandated to deduct 
and withhold, pay and remit to the Pag-IBIG Fund the respective contributions of the employees under 
the prescribed schedule. 
 
Republic Act No. 7875, as amended (National Health Insurance Act of 1995) 
 
Under Republic Act No. 7875, employers are likewise required to ensure enrollment of its employees 
in a National Health Program administered by the Philippine Health Insurance Corporation, a 
government corporation attached to the Department of Health, tasked with ensuring sustainable, 
affordable and progressive social health insurance pursuant to the provisions of the National Health 
Insurance Act of 1995, as amended by the Republic Act No. 11223, otherwise known as the Universal 
Health Care Act. The registration, accurate and timely deductions, and remittance of contributions to 
the Philippine Health Insurance Corporation is mandatory as long as there is an employer-employee 
relationship. 
 
 
Environmental Laws 
 
Philippine Environmental Impact Statement System 
 
The Philippine Environmental Impact Statement System (”EISS Law”) established under Presidential 
Decree No. 1586, which is implemented by the DENR, is the general regulatory framework for any 
project or undertaking that is either (i) classified as environmentally critical or (ii) is situated in an 
environmentally critical area. The DENR, through its regional offices or through the Environmental 
Management Bureau (“EMB”), determines whether a project is environmentally critical or located in an 
environmentally critical area, and processes all applications for an Environmental Compliance 
Certificate (“ECC”). An ECC is a government certification that, among others: (i) the proposed project 
or undertaking will not cause significant negative environmental impact; (ii) the proponent has complied 
with all the requirements of the EISS Law in connection with the project; and (iii) the proponent is 
committed to implement its approved Environmental Management Plan (“EMP”) in the EIS. The EMP 
details the prevention, mitigation, compensation, contingency and monitoring measures to enhance 
positive impacts and minimize negative impacts and risks of a proposed project or undertaking. On the 
other hand, a Certificate of Non-Coverage (“CNC”) is a government certification that, based on the 
submitted project description, the project is not covered by the EIS System and is not required to secure 
an ECC. 
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A requisite for the issuance of an ECC for an environmentally critical project, an Environmental Impact 
Statement (“EIS”) must be submitted to the EMB while a project in an environmentally critical area is 
generally required to submit an Initial Environmental Examination (“IEE”) to the proper DENR regional 
office. In case of an environmentally critical project located in an environmentally critical area, an EIS 
is likewise required. The EIS refers to both the documentary requirements and the study of a project’s 
environmental impact, including a discussion of the scoping agreement identifying critical issues and 
concerns as validated by the EMB, environmental risk assessment if determined necessary by EMB 
during the scoping, environmental management program, direct and indirect consequences to human 
welfare and ecological as well as environmental integrity. The IEE refers to the documentary 
requirements and the study describing the environmental impact, including mitigation and enhancement 
measures, for projects in environmentally critical areas. 
 
While the EIS or an IEE may vary from project to project, it still contains all relevant information 
regarding the projects’ environmental effects. The entire process of organization, administration and 
assessment of the effects of any project on the quality of the physical, biological and socio-economic 
environment as well as the design of appropriate preventive, mitigating and enhancement measures is 
known as the EIS System. The EIS System results in the issuance of an ECC. The ECC is a government 
certification certifying that the proposed project or undertaking will not cause a significant negative 
environmental impact; that the applicant has complied with all the requirements of the EIS System and 
has committed to implement its approved Environmental Management Plan in the EIS or, if an IEE was 
required, that it shall comply with the mitigation measures provided therein before or during the 
operations of the project and in some cases, during the project’s abandonment phase. The ECC also 
provides for other terms and conditions, any violation of which would result in a fine or the cancellation 
of the ECC. 
 
Applicants that prepare an EIS are required to establish an Environmental Guarantee Fund (“EGF”) 
when the ECC is issued to projects determined by the DENR to pose a significant public risk to life, 
health, property and the environment. The EGF answers for damages caused by such a project as well 
as any rehabilitation and restoration measures. Applicants that prepare an EIS are mandated to include 
a commitment to establish an Environmental Monitoring Fund (“EMF”) when an ECC is eventually 
issued. The EMF will support the activities of a multi-partite monitoring team which will be organized to 
monitor compliance with the ECC and applicable laws, rules and regulations. Aside from EIS and IEE, 
engineering, geological, and geo-hazard assessments are also required for ECC applications covering 
subdivisions, housing, and other development and infrastructure projects 
 
All development projects, installations and activities that discharge liquid waste into and pose a threat 
to the environment of the Laguna de Bay Region are also required to obtain a discharge permit from 
the Laguna Lake Development Authority. 
 
The Clean Water Act 
 
Republic Act No. 9275, otherwise known as the Clean Water Act and its Implementing Rules and 
Regulations (the “Clean Water Act and its IRR”), provide for water quality standards and regulations 
for the prevention, control, and abatement of pollution of the water resources of the country. The Clean 
Water Act and its IRR require owners or operators of facilities that discharge regulated effluents (such 
as wastewater from manufacturing plants or other commercial facilities) to secure a discharge permit 
from the DENR which authorizes the owners and operators to discharge waste and/or pollutants of 
specified concentration and volumes from their facilities into a body of water or land resource for a 
specified period of time. The discharge permit specifies the quantity and quality of effluents that the 
holder of the permit is allowed to discharge as well as the validity of the permit. The discharge permit is 
valid for a maximum period of five years from the date of its issuance, renewable for five-year periods 
thereafter. The Department may, however, renew the discharge permit and keep it valid for a longer 
period if the applicant has adopted waste minimization and waste treatment technologies, consistent 
with incentives currently provided, and has been paying the permit fees on time. The DENR, together 
with other Government agencies and the different local Government units, is tasked with implementing 
the Clean Water Act and its IRR, and with identifying existing sources of water pollutants, as well as 
strictly monitoring pollution sources which are not in compliance with the effluent standards provided in 
the law. 
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The Water Code 
 
Presidential Decree No. 1067, or The Water Code of the Philippines (the “Water Code”) requires a water 
permit for the appropriation or use of natural bodies of water. Use or appropriation of water includes, 
among others, the utilization of water in factories, industrial plants and mines, including the use of water 
as an ingredient of a finished product. Appropriation of water without a water permit, when one is 
required, is subject to the imposition of the corresponding penalties imposed by the Water Code and its 
implementing rules and regulations. 
 
The Clean Air Act 
 
Pursuant to Republic Act No. 8749 or Clean Air Act and its IRR, enterprises that operate or utilize air 
pollution sources are required to obtain a Permit to Operate from the DENR with respect to the 
construction or the use of air pollutants. Said permit shall cover emission limitations for the regulated 
air pollutants to help maintain and attain the ambient air quality standards. A permit duly issued shall 
be valid for the period specified therein but not beyond one year from the date of issuance unless sooner 
suspended or revoked. It may be renewed by filing an application for renewal at least thirty days before 
the expiration date and upon payment of the required fees and compliance with requirements. The 
issuance of the permit does not, however, relieve the permittee from complying with the requirements 
of the Clean Air Act and its IRR. 
 
Other Environmental Laws 
 
Other regulatory environmental laws and regulations applicable ot the business operations of the 
Company include the following: 
 

• Republic Act No. 6969 or the Toxic Substances and Hazardous and Nuclear Wastes Control 
Act of 1990, which regulates, restricts or prohibits the (i) importation, manufacture, 
processing, handling, storage, transportation, sale, distribution, use and disposal of chemical 
substances and mixtures that present unreasonable risk or injury to health or the environment, 
and (ii) entry as well as transit into the Philippines, or the keeping or storage and disposal of 
hazardous wastes which include by-products, side-products, process residue, contaminated 
plant or equipment or other substances from manufacturing operations. Under this law, before 
any new chemical substance or mixture can be manufactured, processed or imported for the 
first time, the manufacturer, processor, or importer shall first submit information pertaining to 
the: (i) name of chemical substance or mixture; (ii) its chemical identity and molecular 
structure; (iii) proposed categories of use; (iv) estimate of the amount to be manufactured, 
processed or imported; (v) processing and disposal thereof; and (vi) any test date related to 
health and environmental effects which the manufacturer, processor or importer has. The said 
law is implemented by the DENR. 

• Republic Act No. 9003 or the Ecological Solid Waste Management Act of 2000, which 
provides for the proper management of solid waste which includes discarded commercial 
waste and non-hazardous institutional and industrial waste. The said law prohibits, among 
others, the transporting and dumping of collected solid wastes in areas other than prescribed 
centers and facilities. The National Solid Waste Management Commission, together with 
other Government agencies and the different local Government units, are responsible for the 
implementation and enforcement of the said law. 

 
Property Registration 
 
The Philippines has adopted a system of land registration which conclusively confirms land ownership 
binding on all persons, including the Government. Once registered, title to registered land can no longer 
be challenged except with respect to claims noted on the certificate of title. Title to registered lands 
cannot be lost through adverse possession or prescription. Presidential Decree No. 1529, as amended, 
codified the laws relative to land registration and is based on the generally accepted principles 
underlying the Torrens System. 
 
After proper surveying, application, publication and service of notice and hearing, unregistered land 
may be brought under the system by virtue of judicial or administrative proceedings. In a judicial 
proceeding, the Regional Trial Court who has jurisdiction over the land confirms title to the same.  
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Persons opposing the registration may appeal the judgment within 15 days to the Court of Appeals or 
the Supreme Court. After the lapse of the period of appeal, the Register of Deeds may issue an Original 
Certificate of Title. The decree of registration may be annulled on the ground of actual fraud within one 
year from the date of entry of the decree of registration. Similarly, in an administrative proceeding, the 
land is granted to the applicant by the DENR by issuance of a patent and the patent becomes the basis 
for issuance of the Original Certificate of Title by the Register of Deeds. All land patents such as 
homestead, sales and free patents, must be registered with the appropriate registry of deeds since the 
conveyance of the title to the land covered thereby takes effect only upon such registration. 
 
Any subsequent transfer of encumbrance of the land must be registered in the system in order to bind 
third persons. Subsequent registration and a new Transfer Certificate of Title in the name of the 
transferee will be granted upon presentation of certain documents and payment of fees and taxes with 
the Registry of Deeds. 
 
All documents evidencing conveyances of subdivision and condominium units should also be registered 
with the Registry of Deeds. Title to the subdivision must be delivered to the purchaser upon full payment 
of the purchase price.  
 
On 16 July 2021, Republic Act No. 11573, otherwise known as “An Act Improving the Confirmation 
Process for Imperfect Land Titles, amending for the purpose Commonwealth Act No. 141, as amended, 
otherwise known as ‘The Public Land Act’ and Presidential Decree No. 1529, as amended, otherwise 
known as the ‘Property Registration Decree” was signed into law. It aims to address the difficulties and 
complications in needing to prove ownership of land since 1945 and the strict standards set by the 
Supreme Court in the judicial confirmation of imperfect titles by simplifying the procedure and 
requirements for granting of land deeds. This is to help rural farmers and individuals who are unable to 
afford legal representation to secure land title. 
  
Republic Act No. 11573 allows individuals who (i) own tract or tracts of land, not exceeding 12 hectares; 
(ii) prior to the filing of an application for agricultural free patent, have continuously occupied and 
cultivated the tract or tracts of alienable and disposable agricultural public lands, either personally or 
through predecessors-in-interest, for at least 20 years; and (iii) have paid the real estate tax therein, to 
have a free patent issued for such tract or tracts of land not exceeding 12 hectares. 
 
The law also directs all applications for agricultural free patents to be filed before the DENR’s 
Community Environment and Natural Resources Office (CENRO), or the Provincial Environment and 
Natural Resources Office (PENRO) for provinces without CENRO. Further, it requires the CENRO or 
PENRO to act on applications for agricultural free patents within a period of 120 days from filing. 
 
Republic Act No. 11573 allows individuals who have been in an open, continuous, exclusive and 
notorious possession and occupation of alienable and disposable agricultural land of public domain for 
a period of 20 years, or who have acquired ownership of private lands or abandoned riverbed by right 
of accession or accretion may file their petition for perfection of their claims with Regional Trial Courts. 
It also provides that to prove that the tract of land subject of the application for agricultural free patent 
is alienable and disposable, a duly signed certification by the duly designated DENR Geodetic Engineer 
is sufficient. This certification must be imprinted in the approved survey plan submitted by the applicant 
to the land registration court. 
 
Lastly, Republic Act No. 11573 repealed the provision under Republic Act No. 9176 providing for the 
fixed term for filing of application of agricultural free patent, which was only up to December 31, 2020. 
In effect, with the passage of this new law, qualified beneficiaries may apply for agricultural free patent 
at any time. 
 
Nationality Restrictions 
 
Article XII, Section 7 of the 1987 Philippine Constitution provides that private lands shall only be 
transferred or conveyed to individuals, corporations, or associations qualified to acquire or hold lands 
of public domain. Only Filipino citizens and corporations whose outstanding capital stock is 60% 
Filipino-owned are qualified to own land in the Philippines. While the law prescribes restrictions on land 
ownership, there is nothing under the law which prohibits foreigners to own buildings and other 
permanent structures. 
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In addition, Republic Act No. 7042, otherwise known as the Foreign Investments Act of 1991, and the 
Twelfth Regular Foreign Investment Negative List, provide for certain activities which are nationalized 
or partly- nationalized, such that the operation and/or ownership thereof are wholly or partially reserved 
for Filipinos. Under these regulations, and in accordance with the Philippine Constitution, ownership of 
private lands is partly- nationalized and thus, landholding companies may only have a maximum of 
40.0% foreign equity. 
 
Foreign Exchange Transactions 
 
The Bangko Sentral ng Pilipinas Manual of Regulations on Foreign Exchange Transactions provides 
for the comprehensive regulations and guidelines for purchase of foreign currency from banks for 
purchases funded by Philippine pesos.  
 
The BSP requires that investments in shares of stock funded by inward remittance of foreign currency 
be registered with the BSP if the foreign exchange needed to service capital repatriation or dividend 
remittance will be sourced from the Philippine banking system. Upon registration of the investment, 
proceeds of divestments, or dividends of registered investments are repatriable or remittable 
immediately and in full through the Philippine banking system, net of applicable tax, without need of 
BSP approval. Registration of investments of a non-resident in the Offer Shares for purposes of 
sourcing foreign exchange needed to service capital repatriation or dividend remittance from the 
Philippine banking system shall be the responsibility of such foreign investor. For further discussion, 
please see the “Philippine Foreign Exchange and Foreign Ownership Controls” section of this 
Prospectus. 
 

(This space was intentionally left blank) 
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RELATED PARTY TRANSACTIONS 
 
Related party transactions are transfers of resources, services or obligations between the Company 
and its related parties, regardless of whether a price is charged. Transactions between STN and related 
parties are conducted at estimated market rates and on an arm’s length basis and in accordance with 
the Company’s Related Party Transactions Policy. 
 
Parties are considered to be related if one party has the ability to control the other party or exercise 
significant influence over the other party in making financial and operating decisions. These parties 
include: (a) individuals owning, directly or indirectly through one or more intermediaries, control or are 
controlled by, or under common control with the Company; (b) associates and joint ventures; (c) 
individuals owning, directly or indirectly, an interest in the voting power of STN that gives them 
significant influence over STN and close members of the family of any such individual; and, (d) STN’s 
funded retirement plan. 
 
In considering each possible related party relationship, attention is directed to the substance of the 
relationship and not merely on the legal form. 
 
All material related party transactions and related party transactions involving directors and/or officers 
shall be approved by at least two-thirds vote of the BOD, with at least a majority of the independent 
directors voting to approve the material related party transactions and related party transactions 
involving directors and/or officers. In case that a majority of the independent directors’ vote is not 
secured, the material related party transactions and related party transactions involving directors and/or 
officers may be ratified by the vote of the stockholders representing at least two-third of the outstanding 
capital stock. For aggregate related party transactions within a 12-month period that breaches the 
materiality threshold of 1% of STN’s total consolidated assets, the same BOD approval would be 
required for the transaction/s that meet and exceeds the materiality threshold covering the same related 
party. Under SEC Memorandum Circular No. 10, Series of 2019, Rules on Material Related Party 
Transactions for Publicly listed Companies, the minimum threshold to be considered as a material 
related party transaction is 10% of the total assets based on the latest audited consolidated financial 
statements. 
 
Directors with personal interest in a certain related party transaction should abstain from participating 
in the discussions and voting on the same. In case they refuse to abstain, their attendance shall not be 
counted for the purposes of assessing the quorum and their votes shall not be counted for purposes of 
determining approval. 
 
The summary of STN’s transactions with related parties is as follows: 
 
FOR THE SIX MONTHS ENDED JUNE 30, 2025 
  
RELATED PARTY TRANSACTIONS     
Amounts in thousands of pesos    
For the six months ended June 30, 2025    
     

Transactions SMC SMPC SCPC 
Other related 

parties 

     
Lease of machineries P-  (P45,000) P45,000 P- 
Employee costs, utilities, and power 
directly related to the operation of the 
box plant  - 

 
(44,438) 44,438 - 

Management fee 12,125 (12,125) - - 
Management fee 12,125 - (12,125) - 
Sales - 27,617 - (27,617) 
Purchases - (3,143) - 3,143 
Advances from customers - 100,000 - (100,000) 
Lease and warehousing costs - (2,482) - 2,482 
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Total P24,250 P20,429 P77,313 (P121,992) 

 
 
FOR THE FINANCIAL YEAR ENDED December 31, 2024 
  
RELATED PARTY TRANSACTIONS     
Amounts in thousands of pesos    
For the year ended December 31, 2024    
     

Transactions SMC SMPC SCPC 
Other related 

parties 

     
Lease of machineries P- (P112,500) P112,500 P- 
Employee costs, utilities, and power 
directly related to the operation of the 
box plant  - (78,092) 78,092 - 
Management fee 25,000 (25,000) - - 
Management fee 25,000 - (25,000) - 
Other revenue generated from the 
leased facility - - 29,496 (29,496) 
Sale of machineries  (145,000) 145,000 - 
Sales - 74,255 - (74,255) 
Purchases - (16,098) - 16,098 
Advances from customers - 412,621 - (412,621) 
Lease and warehousing costs  - (6,993) - 6,993 
     
Total P50,000 P103,193 P340,088 (P493,281) 

 
Sales and purchases of inventories with related parties are made in the ordinary course of business. 
These transactions are unsecured, non-interest bearing and are generally with 30 to 90-day term. 
Leases and management fee are discussed in the preceding sections. 
 
FOR THE FINANCIAL YEAR ENDED DECEMBER 31, 2023 
 

Transactions SMC SMPC SCPC 

Other 
related 
parties 

     
Lease of machineries P- (P120,000)     P120,000  P- 
Employee costs, utilities, and power 
directly related to the operation of the 
box plant  - (83,992)      83,992  - 
Management fee      25,000   (25,000)  - 
Management fee      12,500  (12,500)  - - 
Proceeds from sale of investment (7,270) -        7,270 - 
Gain on acquisition (loss on disposal) 
of investment      65,435  - (65,435)  - 

Dacion en pago (190,000) - - 
           

190,000  
Other revenue generated from the 
leased facility - -      29,801  (29,801) 
Sales -      45,107  - (45,107) 

Purchases - (31,416) - 
             

31,416  
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Advances from customers -    164,541  - (164,541)  

Lease and warehousing costs - (5,322)  - 
               

5,322 
Key management personnel 
compensation  - (1,596)  (3,380)  

               
4,976  

     
Total (P94,336) (P45,177)     P147,248  (P7,735)        

 
 

(This space was intentionally left blank) 
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THE PHILIPPINE STOCK MARKET 
 
Brief History 
 
The Philippines initially had two stock exchanges, the Manila Stock Exchange, which was organized in 
1927, and the Makati Stock Exchange, which began operations in 1963. Each exchange was self-
regulatory, governed by its respective Board of Governors elected annually by its members. 
 
Several steps initiated by the Government have resulted in the unification of the two bourses into the 
PSE. The PSE was incorporated on July 24, 1992 as a non-stock corporation by officers of both the 
Makati and the Manila Stock Exchanges. In March 1994, the licenses of the two exchanges were 
revoked. The PSE previously maintained two trading floors, one in Makati City and the other in Pasig 
City, which were linked by an automated trading system that integrated all bid and ask quotations from 
the bourses. In February 2018, the PSE transferred to its new office located at the PSE Tower, BGC, 
Taguig City. The PSE Tower houses the PSE corporate offices and a single, unified trading floor. On 
June 24, 2022, the PSE closed its trading floor at the PSE Tower, Bonifacio Global City to embrace 
digital trading. Traders are to conduct activities off-site instead of their trading booths, embracing remote 
setup. While the PSE shifted to floorless trading, bell ringing ceremonies for new listings would still be 
conducted in the PSE headquarters. 
 
In June 1998, the SEC granted the PSE Self-Regulatory Organization status, allowing it to impose rules 
as well as implement penalties on erring trading participants and listed companies. On August 8, 2001, 
the PSE completed its demutualization, converting from a non-stock member-governed institution into 
a stock corporation in compliance with the requirements of the SRC. Each of the 184 member-brokers 
was granted 50,000 shares of the new PSE at a par value of ₱1.00 per share. In addition, a trading 
right evidenced by a Trading Participant Certificate was immediately conferred on each member-broker 
allowing the use of the PSE’s trading facilities. As a result of the demutualization, the composition of 
the PSE Board of Governors was changed, requiring the inclusion of seven brokers and eight non-
brokers, one of whom is the President. On December 15, 2003, the PSE listed its shares by way of 
introduction at its own bourse as part of a series of reforms aimed at strengthening the Philippine 
securities industry. As of March 6, 2020, the PSE has an authorized capital stock of ₱120 million, of 
which ₱85.2 million are issued and ₱81.6 million are outstanding. As of October 31, 2022, the PSE has 
₱85.5 million issued shares of which ₱81.6 million are outstanding and fully paid while ₱387,683.00 are 
outstanding and subscribed. 
 
Classified into financial, industrial, holding firms, property, services, and mining and oil sectors, 
companies are listed either on the PSE’s Main Board or the Small, Medium and Emerging Board. In 
2013, the PSE issued Rules on Exchange Traded Funds (“ETF”) which provides for the listing of ETFs 
on an ETF Board separate from the PSE’s existing boards. 
 
The PSE has a benchmark index, referred to as the PSEi, which reflects the price movements of the 
30 largest and most active stocks at the PSE. The PSEi is a free float market capitalization-weighted 
index. 
 
The PSE launched its Corporate Governance Guidebook in November 2010 as another initiative of the 
PSE to promote good governance among listed companies. It is composed of ten guidelines embodying 
principles of good business practice and based on internationally recognized corporate governance 
codes and best practices. With the increasing calls for good corporate governance and the need to 
consistently provide full, fair, accurate and timely information, the PSE adopted a new online disclosure 
system to support the provision of material information coming from listed companies and enhance 
access to such reports by the investing public. In December 2013, the PSE Electronic Disclosure 
Generation Technology (EDGe), a new disclosure system co-developed with the Korea Exchange, went 
live. The EDGe system provided a dedicated portal for listed company disclosures and also offered a 
free-to download mobile application for easy access by investors. 
 
In June 2015, the PSE shifted to a new trading system, the PSEtrade XTS, which utilizes NASDAQ's 
X-stream Technology. The PSEtrade XTS, which replaced the NSC trading platform provided by NYSE 
Euronext Technologies SAS, is equipped to handle large trading volumes. It is also capable of 
supporting the future requirements of the PSE should more products and services be introduced. 
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In November 2016, PSE received regulatory approvals to introduce new products in the stock market – 
the Dollar Denominated Securities and the Listing of PPP Companies. 
 
In June 2018, the PSE received approval from the SEC to introduce short selling in the equities market. 
 
The PSE issued Memorandum LA No. 2011-0032 dated September 1, 2011, regarding the 
Supplemental Listing and Disclosure Requirements for Petroleum and Renewable Energy (RE) 
Companies (PRE Rules). In addition to the general listing requirements, Petroleum and RE Companies 
are required to submit the documentary requirements set forth in the Checklist of Documentary 
Requirements for Petroleum and RE Companies in case of an IPO or Listing by way of Introduction. 
Moreover, existing listed companies and Petroleum and RE Companies that will apply for initial listing 
with the PSE shall comply with the supplemental disclosure requires specified in the Supplemental 
Disclosure Guidelines and Requirements for Petroleum and Renewable Energy Companies. 
 
The PSE Rules provide that an applicant Petroleum or RE company must, at a minimum, demonstrate 
to the PSE that it is an operator or a co-venturer of a valid and subsisting Service/Operating Contract 
duly approved and awarded by the DOE. Moreover, an applicant Petroleum or RE company should 
prove that it has the right to participate actively in the exploration for and/or extraction of natural 
resources through adequate control over the assets, or through adequate rights which give it sufficient 
influence in decisions over the exploration for and/or extraction of natural resources. 
 
On March 22, 2018, the PSE completed a stock rights offering of 11,500,000 Common Shares which 
were offered at the price of ₱252.00 per share, or a total of ₱2,898,000,000. The proceeds of the stock 
rights offering will be used to fund the acquisition of PDS and capital expenditure requirements of the 
PSE. As of the date of this Prospectus, the PSE has an authorized capital stock of ₱120 million, of 
which 85,477,846 shares are issued. Out of this total, 81,963,894 shares are outstanding, and 
3,901,635 are treasury shares. 
 
The table below sets out movements in the composite index from 2005 to 2023, and shows the number 
of listed companies, market capitalization, and value of shares traded for the same period: 
 

Year 
Composite 

Index at Closing 

Number of 
Listed 

Companies 

Aggregate 
Market 

Capitalization 
(Php) 

Combined Value 
of Turnover 

(Php) 

2005 2,096.0 237 5.984.4 383.5 
2006 2,982.5 240 7,172.8 572.6 
2007 3,621.6 244 7,978.5 1,338.3 
2008 1,872.9 246 4,0692 763.9 
2009 3,052.7 248 6,029.1 994.2 
2010 4,201.1 253 8,866.1 1,207.4 
2011 4,372.0 253 8,697.0 1,422.6 
2012 5,812.7 254 10,930.1 1,771.7 
2013 5,889.8 257 11,931.3 2,546.2 
2014 7,230.6 263 14,251.7 2,130.1 
2015 6,952.1 265 13,465.2 2,151.4 
2016 7,629.7 268 14,438.8 1,929.5 
2017 8,558.4 267 17,538.1 1,958.4 
2018 7,466.0 267 16,146.7 1,736.8 
2019 7,815.3 271 16,710.0 1,770.0 
2020 7,139.7 274 15,888.9 1,770.9 
2021 7,122.6 280 18,081.1 2,233.1 
2022 6,566.4 286 16,558.5 1,788.7 
2023 6,450.0 283 16,740.6 1,475.7 

Source: PSE Annual Reports 
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Trading 
 
The PSE is a double auction market. Buyers and sellers are each represented by stockbrokers. To 
trade, bid or ask prices are posted on the PSE’s electronic trading system. A buy (or sell) order that 
matches the lowest asked (or highest bid) price is automatically executed. Buy and sell orders received 
by one broker at the same price are crossed at the PSE at the indicated price. Transactions are 
generally invoiced through a confirmation slip sent to customers on the trade date (or the following 
trading day). Payment of purchases of listed securities must be made by the buyer on or before the 
third trading day (the settlement date) after the trade. 
 
Equities trading on the PSE starts at 9:30 a.m. and ends at 12:00 p.m. for the morning session, and 
resumes at 1:00 pm and ends at 3:00 pm for the afternoon session, with a ten-minute extension during 
which transactions may be conducted, provided that they are executed at the last traded price and are 
only for the purpose of completing unfinished orders. For a fifteen (15) minute period after the market’s 
run-off period, or from 3:00 to 3:15 pm, Volume Weighted Average Price (VWAP) Trading may be done, 
using the price computed by the Exchange, and through authorized salesmen or traders of a Trading 
Participant.  
 
Trading days are Monday to Friday, except legal and special holidays and days when the BSP clearing 
house is closed.  
 
Minimum trading lots range from 5 to 1,000,000 shares depending on the price range and nature of the 
security traded. The minimum trading lot for the Issuer’s Shares is 10 shares. Odd-sized lots are traded 
by brokers on a board specifically designed for odd-lot trading. 
 
To maintain stability in the stock market, daily price swings are monitored and regulated. Under current 
PSE regulations, whenever an order will result in a breach of the trading threshold of a security within 
a trading day, the trading of that security will be frozen. Orders cannot be posted, modified or cancelled 
for a security that is frozen. In cases where an order has been partially matched, only the portion of the 
order that will result in a breach of the trading threshold will be frozen. Where the order results in a 
breach of the trading threshold, the following procedures shall apply: 
 

• In case the static threshold is breached, the PSE will accept the order, provided the price is 
within the allowable percentage price difference under the implementing guidelines of the 
revised trading rules (i.e., 30% above and 50% below the previous day’s reference or closing 
price, or the last adjusted closing price); otherwise, such order will be rejected. In cases where 
the order is accepted, the PSE will adjust the static threshold to 60%. All orders breaching the 
60% static threshold will be rejected by the PSE. 

• In case the dynamic threshold is breached, the PSE will accept the order if the price is within 
the allowable percentage price difference under the existing regulations (i.e., 20% for security 
cluster A and newly-listed securities, 15% for security cluster B and 10% for security cluster 
C); otherwise, such order will be rejected by the PSE. 

 
Non-Resident Transactions 
 
When the purchase/sale of Philippine shares involves a non-resident, whether the transaction is 
effected in the domestic or foreign market, it will be the responsibility of the securities dealer/broker to 
register the transaction with the BSP. The local securities dealer/broker shall file with the BSP, within 
three (3) business days from the transaction date, an application in the prescribed registration form. 
After compliance with other required undertakings, the BSP shall issue a Certificate of Registration. 
Under BSP rules, all registered foreign investments in Philippine securities including profits and 
dividends, net of taxes and charges, may be repatriated. 
 
Settlement 
 
The Securities Clearing Corporation of the Philippines (“SCCP”) is a wholly owned subsidiary of the 
PSE, and was organized primarily as a clearance and settlement agency for SCCP-eligible trades 
executed through the facilities of the PSE. SCCP received its permanent license to operate on January 
17, 2002. It is responsible for: (1) synchronizing the settlement of funds and the transfer of securities 
through delivery versus payment, as well as clearing and settlement of transactions of clearing 
members, who are also PSE Trading Participants; (2) guaranteeing the settlement of trades in the event 
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of a PSE Trading Participant’s default through the implementation of its “Fails Management System” 
and administration of the Clearing and Trade Guaranty Fund, and; (3) performance of risk management 
and monitoring to ensure final and irrevocable settlement. 
 
SCCP settles PSE trades on a two-day rolling settlement environment, which means that settlement of 
trades takes place two days after transaction date (T+2). The deadline for settlement of trades is 12:00 
noon of T+2. Securities sold should be in scripless form and lodged under the book entry system of the 
PDTC. Each PSE Trading Participant maintains a Cash Settlement Account with one of the eight 
existing Settlement Banks of SCCP which are Banco De Oro Unibank, Inc. (“BDO Unibank”), Rizal 
Commercial Banking Corporation (“RCBC”), Metropolitan Bank & Trust Company (“Metrobank”), 
Deutsche Bank (“DB”), Union Bank of the Philippines (“Unionbank”), The Hongkong and Shanghai 
Banking Corporation Limited (“HSBC”), Maybank Philippines, Inc. (“Maybank”) and Asia United Bank 
Corporation (“AUB”). Payment for securities bought should be in good, cleared funds and should be 
final and irrevocable. Settlement is presently on a broker level. 
 
SCCP implemented its Central Clearing and Central Settlement (“CCCS”) system in May 29, 2006. 
CCCS employs multilateral netting, whereby the system automatically offsets buy and sell transactions 
on a per issue and a per flag basis to arrive at a net receipt or a net delivery security position for each 
clearing member. All cash debits and credits are also netted into a single net cash position for each 
clearing member. Novation of the original PSE trade contracts occurs, and SCCP stands between the 
original trading parties and becomes the Central Counterparty to each PSE-eligible trade cleared 
through it. 
 
Scripless Trading 
 
In 1995, the PDTC, was organized to establish a central depository in the Philippines and introduce 
scripless bookentry trading in the Philippines. On December 16, 1996, the PDTC was granted a 
provisional license by the SEC to act as a central securities depository. 
 
All listed securities at the PSE have been converted into book-entry settlement in the PDTC. The 
depository service of the PDTC provides the infrastructure for lodgment (deposit) and upliftment 
(withdrawal) of securities, pledge of securities, securities lending and borrowing and corporate actions 
including shareholders’ meetings, dividend declarations and rights offerings. The PDTC also provides 
depository and settlement services for non-PSE trades of listed equity securities. For transactions on 
the PSE, the security element of the trade will be settled through the book entry system, while the cash 
element will be settled through the current settlement banks, BDO Unibank, RCBC, Metrobank, DB, 
Unionbank, HSBC, Maybank and AUB. 
 
In order to benefit from the book-entry system, securities must be immobilized into the PDTC system 
through a process called lodgment. Lodgment is the process by which shareholders transfer legal title 
(but not beneficial title) over their shares of stock in favor of PCD Nominee Corporation (“PCD 
Nominee”), a corporation wholly owned by the PDTC whose sole purpose is to act as nominee and 
legal title holder of all shares of stock lodged into the PDTC. Immobilization is the process by which 
the warrant or share certificates of lodging holders are cancelled by the transfer agent and the 
corresponding transfer of beneficial ownership of the immobilized shares to PCD Nominee will be 
recorded in the Issuer’s registry. This trust arrangement between the participants and PDTC through 
PCD Nominee is established by and explained in the PDTC Rules and Operating Procedures approved 
by the SEC. No consideration is paid for the transfer of legal title to PCD Nominee. Once lodged, 
transfers of beneficial title of the securities are accomplished via book-entry settlement. 
 
Under the current PDTC system, only participants (e.g., brokers and custodians) will be recognized by 
the PDTC as the beneficial owners of the lodged equity securities. Thus, each beneficial owner of 
shares, through his participant, will be the beneficial owner to the extent of the number of shares held 
by such participant in the records of the PCD Nominee. All lodgments, trades and uplifts on these shares 
will have to be coursed through a participant. Ownership and transfers of beneficial interests in the 
shares will be reflected, with respect to the participant’s aggregate holdings, in the PDTC system, and 
with respect to each beneficial owner’s holdings, in the records of the participants. Beneficial owners 
are thus advised that in order to exercise their rights as beneficial owners of the lodged shares, they 
must rely on their participant-brokers and/or participant custodians. 
 



 

143 

 

Any beneficial owner of shares who wishes to trade his interests in the shares must execute the trade 
through a participant. The participant can execute PSE trades and non-PSE trades of lodged equity 
securities through the PDTC system. All matched transactions in the PSE trading system will be fed 
through the SCCP and into the PDTC system.  
 
Once it is determined on the settlement date (T+2) that there are adequate securities in the securities 
settlement account of the participant-seller and adequate cleared funds in the settlement bank account 
of the participant-buyer, the PSE trades are automatically settled in the CCCS system, in accordance 
with the SCCP and PDTC Rules and Operating Procedures. Once settled, the beneficial ownership of 
the securities is transferred from the participant-seller to the participant-buyer without the physical 
transfer of stock certificates covering the traded securities. 
 
If a shareholder wishes to withdraw his stockholdings from the PDTC System, the PDTC has a 
procedure of upliftment under which PCD Nominee will transfer back to the shareholder the legal title 
to the shares lodged. The uplifting shareholder shall follow the Rules and Operating Procedure of the 
PDTC for the upliftment of shares lodged under the name of PCD Nominee. The transfer agent shall 
prepare and send a Registry Confirmation Advice to the PDTC covering the new number of shares 
lodged under PCD Nominee. The expenses for upliftment are generally on the account of the uplifting 
shareholder. 
 
The difference between the depository and the registry would be on the recording of the shares in the 
issuing corporations’ books. In the depository set-up, shares are simply immobilized, wherein 
customers’ certificates are cancelled and a confirmation advice is issued in the name of PCD Nominee 
Corp. Transfers among/between broker and/or custodian accounts, as the case may be, will only be 
made within the book-entry system of PDTC. However, as far as the issuing corporation is concerned, 
the underlying certificates are in the nominee’s name. In the registry set-up, settlement and recording 
of ownership of traded securities will already be directly made in the corresponding issuing company’s 
transfer agents’ books or system. Likewise, recording will already be at the beneficiary level (whether it 
be a client or a registered custodian holding securities for its clients), thereby removing from the broker 
its current de facto custodianship role. 
 
Amended Rule on Lodgment of Securities 
 
On June 24, 2009, the PSE apprised all listed companies and market participants through Memorandum 
No. 2009- 0320 that commencing on July 1, 2009, as a condition for the listing and trading of the 
securities of an applicant company, the applicant company shall electronically lodge its registered 
securities with the PDTC or any other entity duly authorized by the SEC, without any jumbo or mother 
certificate, in compliance with the requirements of Section 43 of the SRC. In compliance with the 
foregoing requirement, actual listing and trading of securities on the scheduled listing date shall take 
effect only after submission by the applicant company of the documentary requirements stated in Article 
III, Part A of the PSE’s Revised Listing Rules. 
 
For listing applications, the amended rule on lodgment of securities is applicable to: 
 

• The offer shares/securities of the applicant company in the case of an initial public offering; 
• The shares/securities that are lodged with the PDTC, or any other entity duly authorized by 

the SEC in the case of a listing by way of introduction; 
• New securities to be offered and applied for listing by an existing listed company; and 
• Additional listing of securities of an existing listed company. Pursuant to the said amendment, 

the PDTC issued an implementing procedure in support thereof as follows: 
• For new companies to be listed at the PSE as of July 1, 2009 the usual procedure will be 

observed but the Transfer Agent of the companies shall no longer issue a certificate to PCD 
Nominee Corp. but shall issue a Registry Confirmation Advice, which shall be the basis for 
the PDTC to credit the holdings of the Depository Participants on listing date. 

• On the other hand, for existing listed companies, the PDTC shall wait for the advice of the 
Transfer Agents that it is ready to accept surrender of PCNC jumbo certificates and upon such 
advice the PDTC shall surrender all PCNC jumbo certificates to the Transfer Agents for 
cancellation. The Transfer Agents shall issue a Registry Confirmation Advice to PCNC 
evidencing the total number of shares registered in the name of PCNC in the issuer’s registry 
as of confirmation date. 
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Further, the PSE apprised all listed companies and market participants on May 21, 2010, through 
Memorandum No. 2010-0246 that the Amended Rule on Lodgment of Securities under Section 16 of 
Article III, Part A of the Revised Listing Rules of the PSE shall apply to all securities that are lodged 
with the PDTC or any other entity duly authorized by the PSE. 
 
Issuance Of Stock Certificates for Certificated Shares 
 
On or after the listing of the shares on the PSE, any beneficial owner of the shares may apply with 
PDTC through his broker or custodian-participant for withdrawal from the book-entry system and return 
to the conventional paper based settlement. If a shareholder wishes to withdraw his stockholdings from 
the PDTC system, the PDTC has a procedure of upliftment under which the PCD Nominee will transfer 
back to the shareholder the legal title to the shares lodged. The uplifting shareholder shall follow the 
Rules and Operating Procedures of the PDTC for the uplifting of the shares lodged under the name of 
the PCD Nominee. The transfer agent shall prepare and send a Registry Confirmation Advice to the 
PDTC covering the new number of shares lodged under the PCD Nominee. Upon the issuance of stock 
certificates for the shares in the name of the person applying for upliftment, such shares shall be 
deemed to be withdrawn from the PDTC book-entry settlement system, and trading on such shares will 
follo  the normal process for settlement of certificated securities. The expenses for upliftment of the 
shares into certificated securities will be charged to the person applying for upliftment. Pending 
completion of the upliftment process, the beneficial interest in the shares covered by the application for 
upliftment is frozen and no trading and book-entry settlement will be permitted until the relevant stock 
certificates in the name of the person applying for upliftment shall have been issued by the relevant 
company’s transfer agent. 
 
Amended Rule on Minimum Public Ownership 
 
On December 1, 2017, the SEC issued SEC Memorandum Circular No. 13, Series of 2017 (SEC MC 
13-2017) on the rules and regulations on minimum public ownership (MPO) on initial public offerings. 
SEC MC 13-2017, companies filing a registration statement pursuant to Sections 8 and 12 of the SRC 
and with intention to list their shares for trading in an exchange shall apply for registration with a public 
float of at least 20% of the companies’ issued and outstanding shares. It shall, at all times, maintain an 
MPO of at least 20%. If the MPO of the company falls below 20% at any time after registration, such 
company shall bring the public float to at least 20% within a maximum period of 12 months from the 
date of such fall. The determination of whether shareholdings are considered public or non-public is 
based on: (a) the amount of shareholdings and its significance to the total outstanding shares; (b) the 
purpose of investment; and (c) the extent of involvement in the management of the company shares 
held by the following are generally considered as held by the public: (a) individuals whose shares are 
not of significant size and which are non-strategic in nature; (b) PSE trading participants (such as 
brokers) whose shareholdings are non-strategic in nature; (c) investment funds and mutual funds; (d) 
pension funds which hold shares in companies other than the employing company or its affiliates; (e) 
PCD Nominee provided that none of the beneficial owners of the shares has significant holdings (i.e., 
shareholdings by an owner of 10% or more are excluded and considered non-public); and (f) Social 
Security funds. 
 
If an investment in a listed company is meant to partake of sizable shares for the purpose of gaining 
substantial influence on how the company is being managed, then the shareholdings of such investor 
are considered nonpublic. Ownership of 10% or more of the total issued and outstanding shares of a 
listed company is considered significant holding and therefore non-public. 
 
Listed companies which become non-compliant with the minimum public ownership requirement will be 
suspended from trading for a period of not more than six months and will be automatically delisted if it 
remains non-compliant with the said requirement after the lapse of the suspension period.  
 
Notwithstanding the quarterly public ownership report requirement of the PSE, listed companies listed 
on the PSE are required to (a) establish and implement an internal policy and procedure to monitor its 
MPO levels on a continuous basis; and (b) immediately report to the SEC within the next business day 
if its MPO level falls below 20%. Listed companies are also required to submit to the SEC a time-bound 
business plan describing the steps that the company will take to bring the public float to at least 20% 
within a maximum period of 12 months from, within ten days from knowledge that its MPO has become 
deficient. Listed companies are also required to submit to the SEC a public ownership report and 
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progress report on any such submitted business plan within 15 days after end of each month until such 
time that its MPO reaches the required level.  
 
The MPO requirement also forms part of the requirement for the registration of securities. Non-
compliance with these MPO requirements subject publicly listed companies to administrative sanctions, 
including suspension and revocation of their registration with the SEC.  
 
On August 3, 2020, the PSE issued Guidelines on MPO Requirement for Initial and Backdoor Listings, 
effective immediately. Under the guidelines, companies applying for initial listing through an IPO are 
required to have a minimum public offer size of 20% to 33% of its outstanding capital stock, as follows: 
 
Market Capitalization Minimum Public Offer 
Not exceeding Php500 million 33% or Php50 million, whichever is higher 
Over Php500 million to Php1 billion 25% or Php100 million, whichever is higher 
Over Php1 billion 20% or Php250 million, whichever is higher 

 
A company listing through an IPO is required to maintain at least 20% public ownership level at all 
times, whether the listing is initial or through backdoor listing. For companies doing a backdoor listing, 
the 20% MPO requirement shall be reckoned from the actual issuance or transfer (as may be 
applicable) of the securities which triggered the application of the Backdoor Listing Rules or from actual 
transfer of the business in cases where the Backdoor Listing Rules are triggered by a substantial 
change in business 
 
Amended Listing Rules for Real Estate Investment Trusts (“REITs”) 
 
On February 7, 2020, the PSE issued Memorandum CN No. 2020-0005 on the Amended Listing Rules 
for Real Estate Investment Trusts (“Amended REIT Listing Rules”). Under the Amended REIT Listing 
Rules, a REIT must meet the following criteria in addition to the criteria in the PSE Listing Rules: 
 

• A REIT must be a stock corporation established in accordance with the Revised Corporation 
Code of the Philippines and the rules and regulations promulgated by the Commission 
principally for the purpose of owning income-generating real estate assets. 

• A REIT must have a dividend policy of distributing annually at least ninety percent (90%) of 
its distributable income as dividends to its shareholders in accordance with the REIT Act of 
2009 and its IRR. 

• A REIT must be a public company upon and after listing, and to be considered as such, a 
REIT must have at least one thousand (1,000) public shareholders each owning at least fifty 
(50) shares of any class of shares who in the aggregate own at least one-third (1/3) of the 
outstanding capital stock. 

• A REIT must have a minimum paid-up capital of ₱300 million.  
• At least seventy-five percent (75%) of the deposited property of the REIT must be invested 

in, or consist of, income-generating real estate; provided, that a REIT shall not invest in real 
estate located outside the Philippines which exceeds more than forty percent (40%) of its 
deposited property and, provided further, that the REIT shall at all times secure a special 
authority from the securities and exchange commission in making such investment outside 
the Philippines. 

• At least 1/3 of the board of directors of a REIT must be independent directors, which in no 
case shall be less than two (2). 

• A REIT must appoint a qualified fund manager and property manager in accordance with the 
REIT Act of 2009 and its IRR, as may be amended.  

• Directors or officers of the REIT, fund manager, property manager, distributor and other REIT 
participants are subjected to the fit and proper rule under the REIT Act of 2009 and its IRR. 

• A newly formed REIT which invokes the frack record or operating history of its income 
generating real estate assets shall submit audited financial statements and any other 
supporting documents that reflect the back record or operating history of the REIT's income-
generating real estate assets for the applicable period.  

• The Articles of Incorporation and By-Laws of the REIT shall provide that all of the shares of 
stock of the REIT shall be issued in the form of uncertificated securities and an investor may 
not require the REIT to issue a certificate in respect of any share recorded in their name. 
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• Pursuant to Section 8 of these Rules, the REIT shall submit a firm undertaking on the part of 
its sponsors/promoters which transferred income-generating real estate to the REIT to 
reinvest in real estate or infrastructure projects in the Philippines any monies realized by such 
sponsors/promoters from (a) the subsequent sale of REIT shares or other securities issued 
in exchange of income generating real estate transferred by such sponsors/promoters to the 
REIT; or (b) the sale of any income-generating real estate to the REIT. The firm undertaking 
shall also state the firm commitment to regularly report to the REIT the status of 
implementation of the Reinvestment Plan. 

• The submission of a Reinvestment Plan by the sponsors/ promoters which transferred 
income-generating real estate to the REIT. 

• The REIT and its sponsors/promoters which transferred income-generating real estate to the 
REIT shall be parties to a listing agreement with the Exchange which contains, among others, 
their undertaking to comply with these Rules. 

 
The Amended REIT Listing Rules also set out the special and regular reports required for REITs and 
the guidelines to observed in the reinvestment by the sponsors/promoters which transferred income 
generating real estate to the REIT. 
 
On June 13, 2022, PSE issued Memorandum MEA No. 2022-0001 amending the Amended REIT Listing 
Rules relating to Lock-Up Exemption for REIT Sponsors and the Shareholder Equity Requirement. The 
pertinent amendments under MEA No. 2022-0001 are as follows: 
 

• To enable a secondary offering of REIT shares during the IPO, even in cases where the actual 
issuance of REIT shares to the sponsors/promoters in exchange for their contributed 
properties at a price lower than the IPO price may take place within the one hundred eighty 
(180)-day period before the IPO due to pending regulatory approvals, such shares issued to 
sponsors/promoters shall be exempted from the application of the Lock-Up Rule, provided 
that: 

a. The shares could not have been issued earlier than the 180-day period prior to the 
IPO because of pending regulatory requirements;  

b. The sponsors/promoters sell the exempted shares during the IPO, provided that, such 
sponsors/promoters may only sell shares during IPO to the extent of forty-nine 
percent (49%) of the REIT’s outstanding capital stock; ands 

c. REIT shares which are covered by this exemption but are not sold during the IPO 
shall lose their  lock-up exemption and be subject to the 365-day lock-up counted 
from full payment. 

• The maximum limit of REIT IPO Lock-Up Exemption is 94% of the outstanding capital stock 
of the REIT. 

• The Php500 Million minimum stockholder’s equity required under the existing PSE Listing and 
Disclosure 

• Rules be present at the time of filing, instead of the fiscal year immediately preceding the filing 
of the listing application. 

• A newly-formed REIT is not prohibited from undertaking a secondary offering of shares during 
Initial Public Offering. 

 
Mandatory Lock-Up Rule 
 
Main Board 
 
Under the PSE Consolidated Listing and Disclosure Rules, all existing shareholders of a company listing 
under the Main Board holding at least ten percent (10% of the issued and outstanding Shares as of the 
Listing Date cannot sell, assign or in any manner dispose of their Shares either for (i) one (1) year after 
the Listing Date if the company listing is exempted from the track record and operating history 
requirement for listing, or (ii) six (6) months if the company listing meets the track record requirement.  
 
In addition, if there is any issuance or transfer of shares (e.g. private placements, asset for shares swap 
or a similar transaction) or of instruments which leads to an issuance or transfer of shares done and 
fully-paid for six (6) months prior to the start of the Offering Period at an issue or transfer price less than 
the price per Offer Share shall be subject to a lock-up period of at least one (1) year from the date of 
full payment. 
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SME Board 
 
The PSE rules require an applicant company applying for listing in the SME Board to cause its existing 
non-public stockholders and their related parties not to sell, assign or in any manner dispose of their 
shares for a period of 365 days after the listing of the shares.  
 
Non-public stockholders refer to the Company’s (i) principal stockholders (i.e., the owner of 10% or 
more of the issued and outstanding shares); (ii) subsidiaries or affiliates; (iii) directors; (iv) principal 
officers; and (v) any other person who has substantial influence on how the Company is being managed. 
Related parties refer to the non-public stockholders’ (i) principal stockholders (i.e., the owner of 10% or 
more of the issued and outstanding shares); (ii) subsidiaries or affiliates; (iii) directors; (iv) principal 
officers; and (v) members of the immediate family sharing the same household of any of its principal 
stockholders, directors, or principal officers.  
 
Furthermore, shares that were issued or transferred and fully paid within 180 days prior to the start of 
the Offer Period with a transaction price lower than that of the Offer Price shall likewise be locked up 
for at least 365 days from the listing of said shares.  
 
Implementation of Lock-up 
 
To implement this lock-up requirement, the PSE requires the applicant company to lodge the shares 
with the PCD through a PCD Participant or any other entity authorized by the SEC for the electronic 
lock-up of the lock-up shares or  enter into an escrow agreement with the trust department or custodian 
unit of an independent and reputable financial institution that is acceptable to the PSE for the physical 
lock-up of the shares. The escrow agreement shall contain, among others, the following provisions: (a) 
the listing company shall ensure that the lock-up shares are electronically registered with the PCD 
through a PCD participant or any other entity authorized by the Commission for the electronic lock-up 
of the subject shares for safekeeping; (b) the escrow agent shall notify and seek prior approval from the 
PSE before the subject shares are removed from its custody; (c) the escrow agent shall immediately 
inform the PSE of a subsequent event if in its sound judgment, it perceives that there is a potential 
violation of the agreement; and (d) within seven (7) calendar days after the lapse of the lock-up period 
stipulated in the escrow agreement, the escrow agent shall make a final report to the PSE on the total 
number of shares held in escrow and other information required by the PSE. 
 
 
Amendments to the Voluntary Delisting Rules 
 
On December 1, 2020, PSE issued Memorandum Circular No. 2020-0104 (“C.N. 2020-0104”) on the 
amendments to the voluntary delisting rules. Under C.N. 2020-0104, the delisting must be approved by: 
(i) at least two-thirds (2/3) of the entire membership of the Board, including the majority, but not less 
than two, of all of its independent directors; and (ii) Stockholders owning at least two-thirds (2/3) of the 
total outstanding and listed shares of the listed company. 
 
Further, the number of votes cast against the delisting proposal should not be more than ten percent 
(10%) of the total outstanding and listed shares of the listed company. 
 
As regards the tender offer price, the minimum tender offer price shall be the higher of: (i) the highest 
valuation based on the fairness opinion or valuation report prepared by an independent valuation 
provider in accordance with SRC Rule 19.2.6; or (ii) the volume weighted average price of the listed 
security for one year immediately preceding the date of posting of the disclosure of the approval by the 
Company’s Board of Directors of the Company’s delisting from the Exchange. 
 
 
Revised Rules on Backdoor Listing 
 
On May 26, 2022, PSE issued Memorandum Circular No. 2022-0024 (“C.N. No. 2022-0024”), Revised 
Rules on Backdoor Listing, effective immediately. Under C.N. No. 2022-0024, backdoor listing is 
deemed to occur if the following elements are present: 
 

• The listed company, directly or indirectly, acquires the shares or assets of an unlisted 
company or person or group of persons or vice versa; and 
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• Such transaction or series of transactions results or will result in: 
a. Change in control or de facto control of the listed company; and/or 
b. Substantial change in the business of the listed company. 

 
Change in control takes place when the purchaser acquires more than fifty percent (50%) of the voting 
power of the listed company while de facto control is acquired if the purchaser becomes the single 
largest substantial shareholder of the listed company after the transaction leading to the backdoor 
listing. Meanwhile, there is substantial change in business of the listed company if the value of the new 
business or assets acquired is more than fifty percent (50%) of the total assets of the listed company, 
based on the audited consolidated financial statements of the listed company as of the end of the fiscal 
year preceding the backdoor listing or the latest available interim financial statements, as may be 
applicable. 
 
Some of the notable salient provisions of C.N. No. 2022-0024 are as follows: 
 

• Corporate approvals for primary issuance of shares resulting in backdoor listing are required, 
as follows: 

a. At least 2/3 of the entire membership of the Board of Directors, including the majority 
(but not less than two) of its independent directors; and 

b. Stockholders owning at least 2/3 of the total issued and outstanding shares of the 
listed company. 

• Where a transaction results in change of control of the listed company but the new controlling 
stockholder will not conduct a tender offer on the basis of any of the exemptions provided in 
SRC Rule 19.3, the new controlling stockholder or the listed company must submit to the 
Exchange a written confirmation from the SEC that the mandatory tender offer requirement is 
not applicable. Meanwhile, if the transaction results in substantial change in business of the 
listed company without the listed company effecting a change in its Registration Statement, 
the listed company must also submit a written confirmation from the SEC that amendment of 
its Registration Statement is not required. Pending submission of these confirmations, the 
trading of the shares of the listed company will remain to be suspended. 

• A backdoor-listed company shall conduct a public offering of at least ten percent (10%) of its 
issued and outstanding shares within one (1) year from closing or completion of the 
transaction giving rise to backdoor listing. A stock rights offering (“SRO”) shall not be deemed 
a public offering for purposes of this rule. Prior to the conduct of the public offering, the listed 
company shall not conduct any private capital-raising activity (except SRO, Employee Stock 
Option Plan and stock dividend declaration), unless the same is necessary to comply with the 
20% MPO requirement. Secondary offering of shares under trading suspension or lock-up 
shall not be allowed during the public offering. Non-compliance with the public offering 
requirement within the prescribed 1-year period shall result in trading suspension of the listed 
shares. 

 
The lock-up rule pursuant to the transaction shall be six (6) months after the conduct of the public 
offering. Shares held by stockholders owning at least ten percent (10%) of the total issued and 
outstanding shares shall be locked up for one (1) year from closing or completion of the transaction 
giving rise to backdoor listing. 
 
 

(This space was intentionally left blank)  
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PHILIPPINE TAXATION 
 
The following is a general description of certain material Philippine tax aspects of the acquisition, 
ownership, and disposition of the Common Shares. This discussion is based on laws, regulations, 
rulings, income tax conventions (tax treaties), administrative practices and judicial decisions in effect at 
the date of this Prospectus, and is subject to any changes in law occurring after such date. Subsequent 
legislative, judicial or administrative changes or interpretations may be retroactive and could affect the 
tax consequences to the prospective investor.  
 
The tax treatment of a prospective investor may vary depending on such investor’s particular situation 
and certain investors may be subject to special rules not discussed below. This summary does not 
purport to address all tax aspects that may be important to an investor, or to deal with the tax 
consequences applicable to all categories of investors, some of which (such as dealers in securities) 
may be subject to special rates  
 
This general description does not purport to be a comprehensive description of the Philippine tax 
aspects of the investments in shares and no information is provided regarding the tax aspects of 
acquiring, owning, holding or disposing the shares under applicable tax laws of other applicable 
jurisdictions and the specific tax consequence in light of particular situations of acquiring, owning, 
holding and disposing the shares in such other jurisdictions. It does not purport to deal with the tax 
consequences applicable to all categories of investors, some of which (such as dealers in securities) 
may be subject to special rates or tax incentives under special laws.  
 
EACH PROSPECTIVE HOLDER SHOULD CONSULT WITH HIS OWN TAX ADVISER AS TO THE 
PARTICULAR TAX CONSEQUENCES TO SUCH HOLDER OF PURCHASING, OWNING AND 
DISPOSING OF THE COMMON SHARES, INCLUDING THE APPLICABILITY AND EFFECT OF ANY 
LOCAL AND NATIONAL TAX LAWS.  
 
As used in this section, the term resident alien refers to an individual whose residence is within the 
Philippines and who is not a citizen thereof.   
 
A non-resident alien is an individual whose residence is not within the Philippines and who is not a 
citizen of the Philippines.  A non-resident alien who is actually within the Philippines for an aggregate 
period of more than 180 days during any calendar year is considered a non-resident alien engaged in 
trade or business in the Philippines; otherwise, such non-resident alien who is actually within the 
Philippines for an aggregate period of 180 days or less during any calendar year is considered a non-
resident alien not engaged in trade or business in the Philippines.  
 
A resident foreign corporation is a foreign corporation engaged in trade or business within the 
Philippines; and a non-resident foreign corporation is a non-Philippine corporation not engaged in trade 
or business within the Philippines.  
 
A non-resident holder means a holder of the Common Shares who is an individual who is neither a 
citizen nor a resident of the Philippines or an entity which is a non-resident foreign corporation; and 
should an income tax treaty be applicable, whose ownership of the Common Shares is not effectively 
connected with a fixed base or a permanent establishment in the Philippines.  
 
The Tax Reform for Acceleration and Inclusion Act (TRAIN) and Corporate Recovery and Tax 
Incentives for Enterprises Act (CREATE)  
 
On January 1, 2018, RA No. 10963, otherwise known as the Tax Reform for Acceleration and Inclusion 
(“TRAIN”), took effect. The TRAIN amended various provisions of RA No. 8424 or the National Internal 
Revenue Code (the “Tax Code”), including those on ordinary income tax of individuals, capital gains 
tax on the sale and disposition of shares of stock, estate tax, donor’s tax, and documentary stamp tax.  
 
On March 26, 2021, the second package of the Comprehensive Tax Reform program, RA No. 11534, 
otherwise known as the Corporate Recovery and Tax Incentives for Enterprises Act (“CREATE Law”) 
was signed into law, further amending provisions of the Tax Code relating to, among others, corporate 
income tax, lowering corporate income taxes and modernizing fiscal incentives in a bid to complement 
the expected incremental revenues from the first package.  



 

150 

 

The CREATE Law took effect on April 11, 2021.  
 
The objectives of these two laws are as follows:  
 

The Tax Reform for Acceleration and Inclusion (TRAIN): 
 

a. enhance the progressivity of the tax system through the rationalization of the 
Philippine internal revenue tax system, thereby promoting sustainable and inclusive 
economic growth;  

b. To provide, as much as possible, an equitable relief to a greater number of taxpayers 
and their families in order to improve levels of disposable income and increase 
economic activity; and  

c. To ensure that the Government is able to provide for the needs of those under its 
jurisdiction and care through the provision of better infrastructure, health, education, 
jobs, and social protection for the people.  
 

The Corporate Recovery and Tax Incentives for Enterprises Act (CREATE)  
 

a. Improve the equity and efficiency of the corporate tax system by lowering the rate, 
widening the tax base, and reducing tax distortions and leakages;  

b. Develop a more responsive and globally competitive tax incentives regime that is 
performance-based, targeted, time-bound, and transparent;  

c. Provide support to businesses in their recovery from unforeseen events such as an 
outbreak of communicable diseases or a global pandemic, and strengthen the 
nation’s capability for similar circumstances in the future; and  

d. Create a more equitable tax incentive system that will allow for inclusive growth and 
generation of jobs and opportunities in all the regions of the country and ensure 
access and ease in the grant of these incentives especially for applicants in least 
developed areas.  

 
Individual Income Tax  
 
A resident citizen is taxed on income from all sources within and without the Philippines at progressive 
rates ranging from zero percent (0%) to thirty-five percent (35%) of taxable income (other than certain 
passive income and capital gains which are subject to final taxes). Taxable income means gross income 
less allowable deductions. A resident alien, non-resident citizen, or non-resident alien engaged in trade 
or business in the Philippines is generally subject to an income tax in the same manner and at the same 
progressive tax rates on taxable income from all sources within the Philippines (other than certain 
passive income and capital gains which are subject to final taxes).  
 
A non-resident alien not engaged in trade or business in the Philippines is taxed on gross income from 
Philippine sources such as interest, cash and/or property dividends, rents, salaries, wages, premiums, 
annuities, compensation, remuneration, emoluments, or other fixed or determinable annual or periodic 
or casual gains, profits, and income, and capital gains (other than capital gains from the sale of shares 
of stock in a domestic corporation and real property) at the rate of Twenty-five percent (25.00%) 
withheld at source.  
 
A "non-resident citizen" is a citizen of the Philippines who (a) establishes to the satisfaction of the 
Commissioner of Internal Revenue the fact of his physical presence abroad with a definite intention to 
reside therein, or (b) leaves the Philippines during the taxable year to reside abroad, either as an 
immigrant or for employment on a permanent basis, or (c) works and derives income from abroad and 
whose employment thereat requires him to be physically present abroad most of the time during the 
taxable year. A citizen of the Philippines who has been previously considered as a non-resident citizen 
and who arrives in the Philippines at any time during the taxable year to reside permanently in the 
Philippines shall likewise be treated as a non-resident citizen for the taxable year in which he arrives in 
the Philippines with respect to his income derived from sources abroad until the date of his arrival in the 
Philippines.  
 
 
 
 



 

151 

 

Corporate Income Tax  
 
The Tax Code generally subjects a domestic corporation to a tax of 20% or 25% of its taxable income 
from all sources within and outside the Philippines except, among others, (i) gross interest income from 
currency bank deposits and yield from deposit substitutes, trust funds and similar arrangements as well 
as royalties from sources within the Philippines which are generally taxed at the lower final withholding 
tax rate of 20% of the gross amount of such income; (ii) interest income from a depository bank under 
the expanded foreign currency deposit system which is subject to a final tax rate of 15% of such income, 
(iii) capital gains tax from sales of shares of stock not traded in the stock exchange which are taxed at 
a rate of 15% on the net capital gain; and (iv) capital gains realized from the sale, exchange or 
disposition of lands and buildings, which is subject to a final tax of 6%.  
 
Further, domestic corporations considered as Micro, Small, and Medium Enterprises (“MSME”) (those 
with net taxable income not exceeding Php5,000,000.00 and with total assets not exceeding 
Php100,000,000.00 [excluding land on which the particular business entity’s office, plant, and 
equipment are situated during the taxable year for which the tax is imposed]), shall be taxed at 20% on 
their taxable income. Taxable net income refers to items of income specified under Section 32(A) of the 
Tax Code less the items of allowable deductions under Section 34 of the Tax Code or those allowed 
under special laws.  
 
A resident foreign corporation (except certain types of corporations enumerated in the Tax Code) is 
subject to a tax of twenty-five percent (25%) of its taxable income from all sources within the Philippines 
except those items of income that are subject to final withholding tax, such as: (a) gross interest income 
from Philippine currency bank deposits and yield or any other monetary benefit from deposit substitutes, 
trust funds, and similar arrangements as well as royalties from sources within the Philippines that are 
generally taxed at the lower final withholding tax rate of twenty percent (20%) of the gross amount of 
such income; (b) interest income from a depository bank under the expanded foreign currency deposit 
system that is subject to a final tax at the rate of 15% of such income; and (c) net capital gains from the 
sale, exchange or other disposition of shares of stock in a domestic corporation not traded in the stock 
exchange is subject to tax at the rate of 15%.  
 
Effective June 30, 2023, , a minimum corporate income tax (“MCIT”) of two percent (1%) of the gross 
income as of the end of the taxable year is imposed on a domestic corporation and a resident foreign 
corporation beginning on the fourth taxable year immediately following the year in which such 
corporation commenced its business operations, when the minimum corporate income tax is greater 
than the ordinary income tax for the taxable year.  Any excess of the MCIT over the ordinary corporate 
income tax shall be carried forward and credited against the latter for the three immediately succeeding 
taxable years. Further, subject to certain conditions, the MCIT may be suspended with respect to a 
corporation which suffers losses on account of a prolonged labor dispute, force majeure or legitimate 
business reverses.  
 
Tax On Dividends  
 
Cash and property dividends received from a domestic corporation by individual shareholders who are 
either citizens or residents of the Philippines are subject to a final withholding tax at the rate of ten 
percent (10%). Cash and property dividends received from a domestic corporation by domestic 
corporations or resident foreign corporations are not subject to tax.  
 
Cash and property dividends received from a domestic corporation by non-resident aliens engaged in 
trade or business in the Philippines are subject to a twenty percent (20%) final withholding tax on the 
gross amount thereof.  
 
Cash and property dividends received from a domestic corporation by non-resident aliens not engaged 
in trade or business in the Philippines and non-resident foreign corporations are subject to a final 
withholding tax at twenty-five percent (25%) of the gross amount but may be subject to the applicable 
preferential tax rates (“Treaty Rates”) under tax treaties executed between the Philippines and the 
country of residence or domicile of such non-resident foreign individuals.  
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Depending on whether the treaty rates or the regular tax rates have been applied at the onset of the 
transaction, either the domestic corporation, acting as withholding agent, shall file a request for 
confirmation (“RFC”) (in case the treaty rates were applied), or the income recipient shall file a tax treaty 
relief application with a request for refund (“TTRA”) (in case the regular tax rates were applied) with the 
appropriate office of the Philippine tax authorities.  
 
Cash and property dividends received from a domestic corporation by a non-resident foreign 
corporation are generally subject to a final withholding tax at the rate of twenty-five percent (25%), which 
may be reduced to fifteen percent (15%) (under the tax sparing rules) when the country in which the 
non-resident foreign corporation is domiciled (i) imposes no taxes on foreign–sourced dividends or (ii) 
allows a ten percent (10%) or greater credit against the tax due from the non-resident foreign 
corporation taxes deemed to have been paid in the Philippines. A non-resident foreign corporation 
availing of the tax sparing rate is required to file an application with the BIR for a confirmatory ruling on 
its entitlement to the tax sparing rate within ninety (90) days from the payment of the dividend.  
 
The following table lists some of the countries with which the Philippines has tax treaties and the tax 
rates currently applicable to non-resident holders who are residents of those countries:  
 
Some Countries with which the Philippines has Tax Treaties 
 

Dividends 
(%) 

Stock transaction tax on sale 
or disposition effected 
through the PSE (%)33 

Capital Gains tax due on 
disposition of shares 
outside the PSE (%) 

Austria 2534 0.6 May be exempt35 
Canada 2536 0.6 May be exempt12 
China 1537 Exempt38 May be exempt12 
France 1539 Exempt40 May be exempt12 
Germany 1541 Exempt42 May be exempt12 
Japan 1543 0.6 May be exempt12 
Singapore 2544 0.6 May be exempt12 
United Kingdom 2545 46 Exempt(15) 
USA 2547 0.6 May be exempt12 

 
Stock dividends distributed pro-rata to any holder of shares of stock are not subject to Philippine income 
tax, if the proportional interest of the shareholders after such distribution is essentially the same as was 

 
33 Exempt if the stock transaction tax is expressly covered by the applicable tax treaty or is deemed by the relevant authorities 
as an identical or substantially similar tax to the Philippine income tax. In BIR ruling no. ITAD 22-07 dated February 9, 2007, the 
BIR held that the stock transaction tax cannot be considered as an identical or substantially similar tax on income, and, 
consequently, ruled that a Singapore resident is not exempt from the stock transaction tax on the sale of its shares in a 
Philippine corporation through PSE. 
34 10.00% if the recipient company holds directly at least 10.00% of the voting power of the company paying the dividends. 
35 Capital gains are taxable only in the country where the seller is a resident, provided the shares are not those of a corporation, 
the assets of which consist principally of real property situated in the Philippines, in which case the sale is subject to Philippine 
taxes. 
36 15.00% if recipient company controls at least 10.00% of the voting power of the company paying the dividends. 
37 10.00% if the recipient company holds directly at least 10.00% of the capital of the company paying the dividends 
38 Exempt under Article 2(b) of the RP-China Tax Treaty 
39 15.00% if the recipient company holds directly at least 15.00% of the voting shares of the company paying the dividends 
40 Exempt under Article 1 of the Protocol to the Tax Convention between the Government of the Republic of the Philippines and 
the Government of the French Republic Signed on January 9, 1976 was signed in Paris, France on June 26, 1995. 
4115.00% if the recipient company holds directly at least 15.00% of the voting shares of the company paying the dividends  
42 1. Exempt under Article 2 (3)(a) of Agreement between the Government of the Republic of the Philippines and the 
Federal Republic of Germany for the Avoidance of Double Taxation with Respect to Taxes on Income and Capital signed on 
September 9, 2013 
43 5% if the recipient company (excluding a partnership) which is the beneficial owner of the dividends holds directly at least 
70% of the capital of the company paying the dividends; 10% if the recipient company (excluding a partnership) which is the 
beneficial owner of the dividends holds directly at least 25% of the capital of the company paying the dividends; 15% in all other 
cases. 
44 10.00% if the recipient company owns directly at least 10.00% of either the voting shares of the company paying the 
dividends or of the total shares issued by that company during the period of six (6) months immediately preceding the date of 
payment of the dividends 
45 15.00% if during the part of the paying company’s taxable year which precedes the date of payment of dividends and during 
the whole of its prior taxable year at least 15.00% of the outstanding shares of the voting stock of the paying company were 
owned by the recipient company. 
46 Under the RP-UK Tax Treaty, capital gains on the sale of the stock of Philippine corporations are subject to tax only in the 
country where the seller is a resident, irrespective of the nature of the assets of the Philippine corporation. 
47 15.00% if the recipient company is a company which controls directly or indirectly at least 10.00% if the voting power of the 
company paying the dividends 
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prior to the distribution. A stock dividend constitutes income if it gives the shareholder an interest 
different from that which his former stockholdings represented. A stock dividend does not constitute 
income if the new shares confer no different rights or interest than did the old.  
 
Philippine tax authorities have prescribed certain procedures, through an administrative issuance, for 
availment of Tax Treaty Rates tax treaty relief. The recipient must first submit to the dividend payor an 
application for tax relief (BIR Form No. 0901), a Tax Residency Certificate (TRC) duly issued by the 
foreign tax authority, and the relevant provision of the applicable tax treaty. The dividend payor may 
rely on the documents submitted by the dividend recipient and apply the treaty rate on dividends. and 
file a RFC with the BIR-ITAD to confirm the propriety of withholding at the preferential tax treaty rate. If 
the dividend payor did not apply the treaty rate and withheld taxes at the regular rate, the dividend 
recipient may file a TTRA with the BIR-ITAD. If the BIR-ITAD determines that the requirements for 
availment of the preferential tax treaty rate were complied with, the BIR-ITAD will approve the RFC or 
TTRA and issue a Certificate of Entitlement (“COE”).  
 
If the Company applies the preferential treaty rate and files an RFC and the BIR eventually determines 
that the treaty rate is not the applicable rate, the BIR will issue a ruling denying the RFC, and the 
Company shall be exposed to deficiency tax plus penalties. On the other hand, if the Company applies 
the regular tax rates, and the income recipient files a TTRA and the BIR eventually determines that the 
treaty rate is the applicable rate, the BIR will issue a certificate confirming the entitlement to treaty 
benefits, and the income recipient may apply for a refund of excess withholding tax withholding tax 
within the two-year period provided in Section 229 of the Tax Code. The claim for refund of the 
shareholder may also be filed simultaneously with the TTRA. However, because the refund process in 
the Philippines requires the filing of an administrative claim and the submission of supporting 
information, and may also involve the filing of a judicial appeal, it may be impractical to pursue such a 
refund.  
 
In either case, documentary requirements must be submitted to support the tax treaty relief, such as 
the proof of residence and, if applicable, individual or corporate status. Proof of residence for an 
individual consists of certification from his embassy, consulate, or other equivalent certifications issued 
by the proper government authority, or any other official document proving residence.  
 
Taxpayers who were already issued COEs, the tenor of which allows the ruling to be applied to 
subsequent or future income payments, are no longer required to file a RFC, TTRA, or tax sparing 
application every time an income of similar nature is paid to the same nonresident as long as the 
conditions for the continued enjoyment of treaty benefits or tax sparing rule are present. If the COE 
mentions tax residency as requisite, the Company need only require the nonresident to submit a TRC 
for such relevant year before making any payment. There is no need to file a new RFC, TTRA, or tax 
sparing application unless any of the requisites mentioned in the COE is absent.  
 
The Supreme Court clarified in the case of Deutsche Bank AG Manila Branch v. Commissioner of 
Internal Revenue (G.R. No. 188550, promulgated on August 19, 2013) that as the Philippines is bound 
to honor its treaty obligations, a prior application for a tax treaty relief within the period provided in the 
BIR’s regulation cannot negate any entitlement to the relief. According to the Supreme Court, such tax 
treaty application or ruling should merely operate to confirm the entitlement of the taxpayer to the relief. 
Thus, failure to file a tax treaty relief application (TTRA) prior to the occurrence of the transaction will 
not disqualify a person from availing of the relief under the tax treaty.  
 
On March 31, 2021, the BIR issued Revenue Memorandum Order No. 14-2021 which repealed the 
provisions of Revenue Memorandum Order No. 8-2017 (Procedure for Claiming Tax Treaty Benefits for 
Dividend, Interest and Royalty Income of Nonresident Income Earners, dated 24 October 2016) insofar 
as the submission of a Certificate of Residence for Treaty Relief (CORTT) in order to avail of preferential 
treaty rates. Such submission of a CORTT shall be discontinued, provided that previously submitted 
CORTT Forms prior to effectivity of Revenue Memorandum Order No. 14-2021 shall still be forwarded 
to the relevant Revenue District Offices for compliance checks. The said revenue memorandum order 
streamlined the process in securing tax treaty relief. A withholding agent or income payor may decide 
whether to apply the preferential tax treaty rates based on the prescribed documents submitted by a 
non-resident taxpayer prior to payment of income for the first time.  
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Should the withholding agent or income payor decide to apply the preferential tax treaty rate, the said 
withholding agent or income payor is required to file with the BIR- International Tax Affairs Division 
(ITAD) at any time after the payment of the withholding tax, but in no case later than the last day of the 
fourth month following the close of the relevant taxable year, an RFC on the propriety of the withholding 
tax rates applied. Should the withholding agent or income payor decide not to apply the preferential tax 
treaty rate, the nonresident taxpayer may at any time after receipt of income file a tax treaty relief 
application (with a request for refund) with the BIR- International Tax Affairs Division. 
  
 
Sale, exchange or disposition of shares  
 
Capital Gains Tax, if sale was made outside the PSE  
 
Unless an applicable treaty exempts such gains from tax or provides for preferential rates, the net 
capital gains realized by a citizen, resident alien, non-resident alien, whether or not engaged in trade or 
business within the Philippines, or a domestic corporation (other than a dealer in securities) during each 
taxable year from the sale, exchange or disposition of shares of stock (i.e. secondary sale of common 
shares by the holder to another party) outside the facilities of the PSE are subject to capital gains tax 
at the rate of 15% of the net capital gains realized during the taxable year. Capital gains tax will also 
apply if the publicly listed company that issued the shares sold does not comply the MPO requirement, 
If an applicable tax treaty exempts the gains from tax, an application for tax treaty relief must be properly 
filed with the Philippine tax authorities and should precede any availment of an exemption under a tax 
treaty.  
 
The transfer of shares shall not be recorded in the books of a company, unless the BIR issues a CAR 
which certifies that the capital gains and documentary stamp taxes relating to the sale or transfer have 
been paid, or where applicable, a tax treaty relief has been confirmed by the ITAD of the BIR or other 
conditions have been met.  
 
Taxes on Transfer of Shares Listed and Traded at the PSE  
 
Unless an applicable treaty exempts the sale from income and/or percentage tax, a sale or other 
disposition of shares of stock through the facilities of the PSE by a resident or a non-resident holder 
(other than a dealer in securities), is subject to a stock transaction tax at the rate of six-tenths of one 
percent (6/10 of 1%) of the gross selling price or gross value in money of the shares of stock sold or 
otherwise disposed. This tax is required to be collected by and paid to the BIR by the selling stockbroker 
on behalf of his client. The stock transaction tax is classified as a percentage tax in lieu of a capital 
gains tax. Under certain tax treaties, the exemptions from capital gains tax discussed herein may not 
be applicable to stock transaction tax. 
 
Republic Act No. 12214, otherwise known as the Capital Markets Efficiency Promotion Act or “CMEPA”, 
which was signed into law on 29 May 2025, reduced the stock transaction tax on the sale or exchange 
of listed shares of domestic corporations from six-tenths of one percent six-tenths of one percent (6/10 
of 1%) to one-tenths of one percent (1/10 of 1%) of the gross selling price or gross value in money of 
the shares of stock sold or otherwise disposed. 
 
CMEPA takes effect on July 1, 2025 and the Bureau of Internal Revenue has yet to issue its 
implementing rules and regulations. 
 
In addition, value added tax (“VAT”) of 12% is imposed on the commission earned by the PSE-
registered broker from services provided in connection with the sale of shares. VAT is generally passed 
on to the client.  
 
The stock transaction tax will not apply if the shares are sold outside the facilities of the PSE, including 
during a trading suspension. PSE Memorandum CN-No. 2012-0046 dated 22 August 2012 provides 
that immediately after December 31, 2012, the SEC shall impose a trading suspension for a period of 
not more than six months, on shares of a listed company who has not complied with the Rule on 
Minimum Public Ownership (“MPO”) which requires listed companies to maintain a minimum 
percentage of listed securities held by the public at 10% of the listed companies issued and outstanding 
shares at all times. SEC Memorandum Circular No. 13, Series of 2017 (the “SEC 2017 Circular”), which 
took effect on 5 December 2017, requires a higher MPO requirement of 20%. The SEC 2017 Circular 
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covers any company applying for the registration of its shares of stocks for the purpose of conducting 
an IPO from 5 December 2017 but does not cover existing publicly listed companies as they remain 
subject to the 10% MPO requirement. The sale of such listed company’ shares during the trading 
suspension may be effected only outside the trading system of the PSE and shall therefore be subject 
to taxes on the sale of shares that are not listed or traded at the stock exchange (i.e., capital gains tax, 
documentary stamp tax, and possibly donor’s tax if the fair market value of the shares of stock sold is 
greater than the consideration or the selling price, as the amount exceeding the selling price shall be 
deemed a gift subject to donor’s tax under Section 100 of the Tax Code).  
 
However, under the TRAIN Law, exchanges made in the ordinary course of business—i.e., a 
transaction which is bona fide, at arm’s length and free from donative intent, will be considered as made 
for an adequate and full consideration in money or money’s worth and will not be subject to donor’s tax. 
Companies which do not comply with the MPO after the lapse of the trading suspension shall be 
automatically delisted. 
 
The stock transaction tax will also not apply if the shares sold are issued by a corporation that does not 
meet the MPO requirement, even if the sale is done through the facilities of the PSE. Revenue 
Regulations No. 16-2012 (“R.R. 16-12”) provides that the sale, barter, transfer, and/or assignment of 
shares of listed companies that fail to meet the MPO requirement after December 31, 2012 will be 
subject to capital gains tax and documentary stamp tax. R.R. 16-12 also requires publicly listed 
companies to submit public ownership reports to the BIR within fifteen (15) days after the end of each 
quarter. 
 
Prospective purchasers of the Common Shares should obtain their own tax advice in respect of their 
investment in relation to these developments.  
 
Documentary stamp tax 
 
The original issue of shares of stock is subject to documentary stamp tax (“DST”) of Two Pesos 
(Php2.00) for each Two Hundred Pesos (Php200.00), or a fractional part thereof, of the par value of the 
shares of stock issued. The DST on the issuance of the Common Shares shall be paid by the Company.  
Under CMEPA, for transactions starting July 1, 2025, the DST on original issuance shall be seventy-
five percent of one percent (75% of 1%) of the par value of the shares of stock issued. 
 
The secondary transfer of shares of stock outside the facilities of the PSE (or if the publicly listed 
company that issued the shares sold does not comply the MPO requirement) is subject to a DST of 
One Peso and Fifty Centavos (Php1.50) for each Two Hundred Pesos (Php200.00), or a fractional part 
thereof, of the par value of the share of stock transferred. The DST is imposed on the person making, 
signing, issuing, accepting or transferring the document and is thus payable by the vendor or the 
purchaser of the shares. However, the sale, barter or exchange of shares of stock listed and traded at 
the PSE (provided that publicly listed company that issued the shares sold complies with the MPO 
requirement) is exempt from DST.  
 
In addition, the borrowing and lending of securities executed under the securities borrowing and lending 
program of a registered exchange, or in accordance with regulations prescribed by the appropriate 
regulatory authority, are likewise exempt from DST. However, the securities borrowing and lending 
agreement should be duly covered by a master securities borrowing and lending agreement acceptable 
to the appropriate regulatory authority, and should be duly registered and approved by the BIR.  
 
Estate and Donor’s tax  
 
Shares issued by a corporation organized under Philippine laws are deemed to have a Philippine situs, 
and any transfer thereof by way succession or donation, even if made by a non-resident decedent or 
donor outside the Philippines, is subject to Philippine estate and donor’s tax, respectively.  
 
The transfer of shares of stock upon the death of an individual holder to his heirs by way of succession, 
whether such holder was a citizen of the Philippines or an alien, regardless of residence, is subject to 
Philippine estate taxes at the rate of six percent (6%) of the net value of the estate at the time of death. 
On the other hand, individual stockholders, whether or not citizens or residents of the Philippines, who 
transfer shares of stock by way of gift or donation are liable to pay Philippine donor’s tax on such transfer 
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of shares a rate of six percent (6%) of the value of the gifts during the calendar year exceeding Two 
Hundred Fifty Thousand Pesos (Php250,000.00). 
 
The sale, exchange, or transfer of shares outside the facilities of the PSE may also be subject to donor’s 
tax when the fair market value of the shares of stock sold is greater than the amount of money received 
by the seller as this may qualify as a transfer for less than adequate and full consideration under the 
Tax Code. In this case, the excess of the fair market value of the shares of stock sold over the amount 
of money received as consideration may be deemed a gift subject to donor’s tax. However, there is no 
transfer for less than adequate and full consideration if the transfer (by way of sale, exchange or 
otherwise) is made in the ordinary course of business, or one that is bona fide, at arm’s length, and free 
from any donative intent. In this case, the transfer will be considered as made for an adequate and full 
consideration in money or money’s worth, which is exempt from donor’s tax.  
 
Estate and donor’s tax, however, shall not be collected in respect of intangible personal property, such 
as shares of stock: (a) if the decedent at the time of his death or the donor at the time of the donation 
was a citizen and resident of a foreign country which at the time of his death or donation did not impose 
a transfer tax of any character, in respect of intangible personal property of citizens of the Philippines 
not residing in that foreign country, or (b) if the laws of the foreign country of which the decedent or 
donor was a citizen and resident at the time of his death or donation allows a similar exemption from 
transfer or death taxes of every character or description in respect of intangible personal property owned 
by citizens of the Philippines not residing in that foreign country.  
 
Taxation outside the Philippines  
 
Shares of stock in a domestic corporation are considered under Philippine law as situated in the 
Philippines and the gain derived from their sale is entirely from Philippine sources; hence, such gain is 
subject to Philippine income tax and the transfer of such shares by way of donation (gift) or succession 
is subject to Philippine donor’s or estate taxes, respectively as stated above.  
 
The tax treatment of a non-resident holder of shares of stock in jurisdictions outside the Philippines may 
vary depending on the tax laws applicable to such holder by reason of domicile or business activities 
and such holder’s particular situation. This Prospectus does not discuss the tax considerations on non-
resident holders of shares of stock under laws other than those of the Philippines.  
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INTEREST OF EXPERTS AND INDEPENDENT COUNSEL  
 
The Company’s financial statements for the years ended December 31, 2021, and 2022 were audited 
by R.G. Manabat & Co, while the Company’s financial statements for the years ended December 31, 
2023 and 2024 were audited and for the period ended June 30, 2025 were reviewed by Valdes Abad & 
Company, CPAs. Said external auditors have no shareholdings in the Company, or any right, whether 
legally enforceable or not, to nominate persons or to subscribe to securities of the Company, in 
accordance with the professional standards on independence set by the Board of Accountancy and the 
Professional Regulation Commission. 
 
The validity of the Offer Shares and other matters concerning the Offer were passed upon for the 
Company by Cayetano Sebastian Ata Dado & Cruz, independent legal and tax counsel of the Company, 
that all necessary and applicable licenses and permits of the Company and the STN Subsidiaries are 
valid and existing. The independent legal counsel and tax counsel have no shareholdings or any 
interest, direct or indirect, in the Company, or any right, whether legally enforceable or not to nominate 
persons or to subscribe to the securities of the Company in accordance with the standards on 
independence required in the Code of Professional Responsibility and as prescribed by the Supreme 
Court of the Philippines. 
 
The named external auditors and the independent and legal and tax counsels have not acted and will 
not act as promoter, underwriter, voting trustee, officer or employee of the Company.  
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PHILIPPINE FOREIGN EXCHANGE AND FOREIGN 
OWNERSHIP CONTROLS 

 
Foreign Investment  
 
Foreign investors are permitted to invest in the securities of a Philippine corporation unless otherwise 
limited by restrictions on foreign ownership imposed under the Constitution and Philippine statutes, as 
provided in the Foreign Investment Negative List.  
 
Registration of Foreign Investment and Exchange Controls  
 
Under current BSP regulations, an investment in listed Philippine securities (such as the Company’s 
Common Shares) must be registered with the BSP if the foreign exchange needed to service the 
repatriation of capital and the remittance of dividends, profits, and earnings that accrue thereon will be 
sourced from the Philippine banking system (i.e., from authorized agent banks (“AABs”) and AAB-forex 
corps).  If the foreign exchange required to service capital repatriation or dividend remittance is sourced 
outside the Philippine banking system, registration is not required.  BSP Circular No. 471 (Series of 
2005), as amended, however subject foreign exchange dealers and money changes to R.A. No. 9160, 
or the Anti-Money Laundering Act of 2001, as amended, and requires these nonbank sources of foreign 
exchange to require foreign exchange buyers to submit supporting documents in connection with their 
application to purchase foreign exchange.  
 
Registration of Philippine securities listed on the PSE may be done directly with the BSP or through an 
investor’s designated custodian bank on behalf of the BSP.  A custodian bank may be any AABs of the 
BSP or an offshore banking unit registered with the BSP to act as such and appointed by the investor 
to register the investment, hold shares for the investor, and represent the investor in all necessary 
actions in connection with his investments in the Philippines. AABs refer to all categories of banks 
(except offshore banking units) duly licensed by the BSP, while AAB forex corps refer to AAB subsidiary 
or affiliate forex corporations whose business include buying and selling of foreign exchange.  
 
Applications for registration of such securities are accompanied by: (i) Authority to Disclose Information 
in BSP-prescribed format covering all investments to be registered with the registering AAB, (ii) 
purchase invoice or subscription agreement, or equivalent document, and (iii) Certificate of Inward 
Remittance (CIR) of foreign exchange and its conversion to Pesos through an AAB in the format 
prescribed by the BSP. Proof of registration of the investment in such securities comes in the form of a 
Bangko Sentral Registration Document (“BSRD”).  
 
Upon registration of the investment, proceeds of divestments or dividends of registered investments 
are repatriable or remittable immediately in full through the Philippine commercial banking system, net 
of applicable tax, without need of BSP approval. Capital repatriation of investments in listed securities 
is permitted upon presentation of the BSRD from the registering custodian bank and the broker’s sales 
invoice, at the exchange rate prevailing at the time of purchase of the foreign exchange from the banking 
system. Remittance is allowed at the exchange rate applicable on the date of actual remittance. 
Remittance of dividends is permitted upon presentation of: (a) the BSP registration document from the 
registering custodian bank; (b) the cash dividends notice from the PSE and the PCD printout of cash 
dividend payment or computation of interest earned; (c) copy of the secretary’s sworn statement on the 
board resolution covering the dividend declaration; and (d) detailed computation of the amount applied 
for in the format prescribed by the BSP. Pending reinvestment or repatriation, divestment proceeds, as 
well as dividends of registered investments, may be lodged temporarily in interest-bearing deposit 
accounts. Interest earned thereon, net of taxes, may also be remitted in full. Remittance of divestment 
proceeds or dividends of registered investments may be reinvested in the Philippines if the investments 
are registered with the BSP or the investor’s custodian bank. 
 
The foregoing is subject to the power of the Monetary Board of the BSP, with the approval of the 
President of the Philippines, to restrict the availability of foreign exchange during an exchange crisis, 
when an exchange crisis is imminent or in times of national emergency. Furthermore, there can be no 
assurance that BSP foreign exchange regulations will not be made more restrictive in the future.  
 
The registration with the BSP of all foreign investments in the Offer Shares shall be the responsibility 
of the foreign investor.  
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Restriction on Foreign Ownership  
 
The Offer Shares may be purchased and owned by any person or entity regardless of citizenship, 
subject to applicable nationality limits under Philippine law 
 
The Philippine Constitution and related statutes set forth certain restrictions on foreign ownership of 
companies that own lands in the Philippines. 
 
The ownership of private lands in the Philippines is reserved for Philippine Nationals and Philippine 
corporations at least 60% of whose capital stock is owned by Philippine Nationals. The prohibition is 
rooted in Sections 2, 3 and 7 of Article XII of the 1987 Philippine Constitution, which states that, save 
in cases of hereditary succession, no private lands shall be transferred or conveyed except to 
individuals, corporations or associations qualified to acquire or hold lands of the public domain. In turn, 
the nationality restriction on the ownership of private lands is further underscored by Commonwealth 
Act No. 141 which provides that no private land shall be transferred or conveyed except to citizens of 
the Philippines or to corporations or associations organized under the laws of the Philippines at least 
60% of whose capital is owned by such citizens. 
 
Furthermore, Republic Act No. 7042, as amended, or the Foreign Investments Act of 1991, reserves to 
Philippine Nationals all areas of investment in which foreign ownership is limited by mandate of the 
Constitution and specific laws. Section 3(a) of said law defines a “Philippine National” as: 
 

• A citizen of the Philippines; 
• A domestic partnership or association wholly owned by citizens of the Philippines; 
• A trustee of funds for pension or other employee retirement or separation benefits where the 

trustee is a Philippine National and at least 60% of the fund will accrue to the benefit of 
Philippine Nationals; 

• A corporation organized under the laws of the Philippines of which at least 60% of the capital 
stock outstanding and entitled to vote is owned and held by citizens of the Philippines; and 

• A corporation organized abroad and registered as doing business in the Philippines under the 
Revised Corporation Code of the Philippines of which 100% of the capital stock outstanding 
and entitled to vote is wholly owned by Filipinos. 

 
However, the Foreign Investments Act of 1991 states that where a corporation (and its non-Filipino 
shareholders) own stock in a Philippine SEC-registered enterprise, at least 60% of the capital stock 
outstanding and entitled to vote of both the investing corporation and the investee corporation must be 
owned and held by citizens of the Philippines. Further, at least 60% of the members of the board of 
directors of both the investing corporation and the investee corporation must be Philippine citizens in 
order for the investee corporation to be considered a Philippine National. 
 
On May 20, 2013, the Philippine SEC issued Memorandum Circular No. 8, Series of 2013 which 
provided the Guidelines on compliance with the Filipino-Foreign ownership requirements under the 
Philippine Constitution and other existing laws by corporations engaged in nationalized or partly 
nationalized activities. The Guidelines provide that for purposes of determining compliance with the 
foreign equity restrictions in Nationalized Corporations, the required percentage of Filipino ownership 
shall be applied to both (a) the total number of outstanding shares of stock entitled to vote in the election 
of directors, and (b) the total number of outstanding shares of stock, whether or not entitled to vote in 
the election of directors.  
 
While the Company does not own lands, its wholly owned subsidiaries are registered owners of several 
parcels of land in the Philippines.  In order for the Subsidiaries to remain compliant with the foreign 
ownership limitations, the Company must remain a Philippine National.  As such, the Company’s foreign 
shareholdings may not exceed 40% of its issued and outstanding capital stock.  
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PLAN OF DISTRIBUTION 
 
At least 110,347,919 Offer Shares (or 70% of the Offer Shares) shall be offered by the Company to 
QBs and other investors in the Philippines through the Issue Manager and Sole Underwriter  
(“Institutional Offer”). Up to 47,300,000 Firm Shares (or 30% of the Firm Shares) are being offered to 
all trading participants of the PSE (the “TP” or “Trading Participants”) and local small investors (“LSIs”) 
under the Local Small Investors Program being implemented by the PSE (the “Trading Participants 
and Retail Offer”; and the shares subject of the Trading Participants and retail offer, the “Trading 
Participants and Retail Offer Shares”). Out of the Trading Participants and Retail Offer Shares, up to 
31,530,000 Firm Shares (or 20% of the Firm Shares) are being allocated to all PSE Trading Participants 
(the “TP Offer”), and up to 15,770,000 Offer Shares (or 10% of the Firm Shares) (the “Retail Offer”) 
are being offered to LSIs, subject to re-allocation as described below. 
 
The allocation of the Offer Shares between the TP Offer and the Institutional Offer is subject to 
adjustment as agreed between the Company and the Issue Manager and Sole Underwriter. The Issue 
Manager and Sole Underwriter will underwrite, on a firm commitment basis, the Offer Shares, subject 
to any reallocation, clawback, clawforward48 or any other such mechanisms as described below, and 
pursuant to the terms of the Underwriting Agreement by and between the Company and the Issue 
Manager and Sole Underwriter. 
 
The Issue Manager and Sole Underwriter  
 
To facilitate the Offer, the Company has appointed Investment & Capital Corporation of the Philippines 
as the Issue Manager and Sole Underwriter to engage in underwriting and distribution of the Offer 
Shares. The Company and the Issue Manager and Sole Underwriter shall enter into an Underwriting 
Agreement dated on or about [●] (the “Underwriting Agreement”), whereby the Issue Manager and 
Sole Underwriter agrees to underwrite the Firm Offer on a firm commitment basis. 
 
The Issue Manager and Sole Underwriter is authorized to organize a syndicate of underwriters, soliciting 
dealers and/or selling agents for the purpose of the Offer. In connection with the foregoing, the Issue 
Manager and Sole Underwriter may enter into agreements, participation agreements, or like 
agreements with other co-lead managers and managers and/or selling agents, as necessary. There is 
no arrangement for the Issue Manager and Sole Underwriter to return any unsold Institutional Offer 
Shares and Trading Participants and Retail Offer Shares to the Company. 
 
Investment & Capital Corporation of the Philippines 
 
ICCP is a leading independent investment house duly licensed and operating in the Philippines. ICCP 
was established in 1988. Its major shareholders include DBS Bank of Singapore, and a group of 
prominent Filipino business leaders in the Philippines led by Mr. Guillermo D. Luchangco, ICCP’s 
founder.  
 
ICCP offers a spectrum of investment banking services including loan syndications and project finance, 
bond offerings, private placements, public offering of shares, securitization, financial advisory and 
mergers & acquisitions. ICCP obtained its license from the SEC to operate as an investment house in 
the Philippines and is licensed to engage in underwriting and distribution of securities to the public. 
 
ICCP is currently engaged by the Company as the sole Issue Manager. The Company may from time 
to time in the future engage the services of ICCP again. However, all services provided by the Sole 
Issue Manager and including the Offer, have been provided as an independent contractor and not as a 
fiduciary to STN. ICCP does not have any right to designate or nominate a member of the Board. The 
Issue Manager has no direct relationship with the Company in terms of share ownership and, other than 
as Issue Manager and Sole Underwriter for the Offer, does not have any material relationship with the 
Company. 
 
The Issue Manager and Sole Underwriter and its affiliates may have engaged in transactions with, and 
have performed various investment banking services for the Company and its affiliates in the past, and 

 
48 A clawback is a mechanism implemented by the Exchange to increase the initial 10% allocation of shares of LSIs in the event 
of an oversubscription of shares in the initial allocation. In a clawforward, on the other hand, any shares not subscribed from the 
allocation originally set aside for LSIs are allocated back to the institutional tranche. 
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may do so for the Company and its affiliates from time to time in the future. However, all services 
provided by the Issue Manager and Sole Underwriter, including in connection with the Offer, have been 
provided as an independent contractor and not as a fiduciary to the Company.  
 
ICCP does not have any right to designate or nominate a member of the Board. The Issue Manager 
and Sole Underwriter has no direct relationship with the Company in terms of share ownership and, 
other than as Issue Manager and Sole Underwriter for the Offer, does not have any material relationship 
with the Company. 
 
There is no arrangement for the Issue Manager and Sole Underwriter to return any of the Offer Shares 
relating to the TP Offer or the Institutional Offer to the Company. The underwriting fees shall be withheld 
by the Issue Manager and Sole Underwriter from the proceeds of the Offer. 
 
The Institutional Offer 
 
At least 70% of the Offer Shares, or 110,347,919  Offer Shares, will be offered for subscription or 
purchase to certain QBs and other investors in the Philippines by the Issue Manager and Sole 
Underwriter. 
 
The allocation of the Offer Shares between the Institutional Offer and the TP Offer is subject to further 
adjustment as may be agreed upon between the Company and the Issue Manager and Sole 
Underwriter. In the event of an under-application in the Institutional Offer and a corresponding over-
application in the TP Offer, Offer Shares in the Institutional Offer may be re-allocated to the TP Offer. 
In the event of an under-application in the TP Offer, the Offer Shares in the Trading Participants may 
be re-allocated to the Institutional Offer. The re-allocation shall not apply in the event of an over-
application or under-application in both the Institutional Offer and the TP Offer. 
 
Trading Participants and Retail Offer 
 
Trading Participants Offer 
 
Pursuant to the rules of the PSE, the Company will make available up to 31,530,000 Offer Shares (or 
up to 20% of the Offer Shares) for distribution to all PSE Trading Participants. The total number of Offer 
Shares allocated to the PSE Trading Participants will be distributed following the procedures indicated 
in the TP Guidelines to be posted in the PSE EDGE website after the approval by the PSE. Each PSE 
Trading Participant will be allocated a total of 256,000 Offer Shares (computed by dividing the Trading 
Participants Offer Shares among the 123 PSE Trading Participants) and subject to reallocation as may 
be determined by the Issue Manager and Sole Underwriter . Based on the initial allocation for each PSE 
Trading Participant, there will be a total of 42,000 residual Firm Shares to be allocated as may be 
determined by the Issue Manager and Sole Underwriter. 
 
On or before 11:00 a.m. of [●], the PSE Trading Participants shall submit to the Receiving Agent their 
respective firm undertakings to purchase Offer Shares. On or before 12:00 noon of [●], the PSE Trading 
Participants shall submit their applications to purchase the Offer Shares evidenced by a duly 
accomplished and completed application form, together with the applicable supporting documents and 
payment. 
 
PSE Trading Participants who take up the Trading Participants Offer Shares shall be entitled to a selling 
fee of 1.00%, inclusive of VAT, of the Trading Participants Offer Shares taken up and purchased by the 
relevant PSE Trading Participant. The selling fee, less a withholding tax which may be 10% or 15% 
depending on the gross income of the PSE Trading Participant for the current year, will be paid by the 
Receiving Agent to the PSE Trading Participants within fifteen (15) Business Days after the Listing 
Date. 
 
All Offer Shares not taken up by the QIBs, the PSE Trading Participants, the general public and the 
Sole Underwriter’s clients shall be purchased by the Sole Underwriter on a firm commitment basis 
pursuant to the terms and conditions of the Underwriting Agreement. Nothing herein or in the 
Underwriting Agreement shall limit the rights of the Sole Underwriter from purchasing the Offer Shares 
for their own account. 
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LSI Subscriptions through PSE EASY 
 
A total of 15,770,000 Firm Shares (or 10% of the Offer Shares), shall be made available nationwide to 
LSIs through the PSE Electronic Allocation System or “PSE EASy.” An LSI is defined as a subscriber 
to the Offer who is willing to subscribe to a minimum board lot or whose subscription does not exceed 
Php100,000.00. In the case of this Offer, the minimum subscription of LSIs shall be 10,000 Offer Shares 
or [Php18,000.00 up to Php20,000.00], while the maximum subscription shall be [50,000] shares or 
[Php90,000.00 up to Php100,000.00]. There will be no discount on the Offer Price. 
 
The procedure in subscribing to Offer Shares via PSE EASy shall be described in STN’s Implementing 
Guidelines for Local Small Investors to be announced through the PSE EDGE website. Should the total 
demand for the Offer Shares in the LSI program exceed the maximum allocation, the Sole Issue 
Manager and Sole Underwriter shall prioritize subscriptions of small investors with amounts lower than 
the maximum subscription. 
 
All Firm Shares not taken up by the QIBs, the PSE Trading Participants, the LSIs, the general public 
and the Sole Issue Manager, Sole Underwriter’s clients shall be purchased by the Sole Issue Manager, 
Sole Underwriter on a firm commitment basis pursuant to the terms and conditions of the Underwriting 
Agreement. Nothing herein or in the Underwriting Agreement shall limit the rights of the Sole Issue 
Manager and Sole Underwriter from purchasing the Offer Shares for their own account. 
 
 
Voluntary Lock-up 
 
Under the Revised Rules on Backdoor Listing, (i) shares acquired pursuant to the transaction giving 
rise to backdoor listing shall be locked up from closing or completion of the transaction until six (6) 
months after the conduct of the public offering and (ii) shares held by stockholders owning at least ten 
percent (10%) of the total issued and outstanding shares shall be locked up for one (1) year from closing 
or completion of the transaction giving rise to backdoor listing. In STN’s case, the transaction giving rise 
to the backdoor listing was the Company’s reacquisition of SMPC occurred in 2019 and the 269,250,000 
shares issued in relation thereto were issued on December 20, 2020. Hence, the lock-up requirement 
does not apply to STN. 
 
Nonetheless, the following shareholders have agreed with the Issue Manager and Sole Underwriter that 
they will not, without the prior written consent of the Manager and Sole Underwriter, sell, assign or in 
any manner dispose of their Shares for a minimum period of 180 days after the Listing Date. 
 
 

Shareholder No. of Shares Subject to 180-day Lock-up 
Period 

Roxburgh Investments Limited 261,910,503 
Greenkraft Corporation 101,237,482 
Golden Bales Corporation 80,775,000 
Corbox Corporation 80,775,000 
Clement Chua 8,966,025 
Rex Chua 8,966,025 
Nixon Lim 1 
TOTAL 542,630,036 

 
 
To implement the lock-up requirement, the Company and the foregoing shareholders shall enter into 
an escrow agreement with RCBC Trust, the Escrow Agent for the Lock-Up Shares. 
 
Lodgment of Shares 
 
All of the Offer Shares shall be lodged with the PDTC and shall be issued to the PSE Trading 
Participants and LSIs in scripless form. Investors may maintain the Offer Shares in scripless form or 
opt to have the stock certificates issued to them by requesting an upliftment of the relevant Offer Shares 
from the PDTC’s electronic system after the Listing Date. 
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Selling Restrictions 
 
The distribution of this Prospectus or any offering material and the offer, sale or delivery of the Offer 
Shares is restricted by law in certain jurisdictions. Therefore, persons who may come into possession 
of this Prospectus or any offering material are advised to consult with their own legal advisers as to 
what restrictions may be applicable to them and to observe such restrictions. 
This Prospectus may not be used for the purpose of an offer or invitation in any circumstances in which 
such offer or invitation is not authorized. 
 
No securities, except for a class exempt under Section 9 of the SRC or unless sold in any transaction 
exempt under Section 10 thereof, shall be sold or distributed by any person within the Philippines, 
unless such securities shall have been registered with the SEC on Form 12-1 and the registration 
statement has been declared effective by the SEC. 
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LEGAL AND OTHER MATTERS 
 
Legal matters in connection with the Offer have been passed upon by Tan Venturanza Valdez, the legal 
counsel to the Underwriter, and Martinez Vergara & Gonzalez Sociedad, legal counsel to the Issuer. 
The required expert opinions (on legality, on taxation and on permits and licenses) from independent 
counsel have been rendered by Cayetano Sebastian Ata Dado & Cruz.  
 
Each of the foregoing counsels has no shareholdings in the Company nor any right, whether legally 
enforceable or not, to nominate persons or to subscribe to the securities of the Company. None of the 
legal counsels will receive any direct or indirect interest in the Company or in any securities thereof 
(including options, warrants or rights thereto) pursuant to or in connection with the Offer Shares.  
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INDEPENDENT AUDITORS 
 
The Company’s financial statements for the years ended December 31, 2021, and 2022 were audited 
by R.G. Manabat & Co, while the Company’s financial statements for the years ended December 31, 
2023 and 2024 were audited and for the period ended June 30, 2025 were reviewed by Valdes Abad & 
Company, CPAs. Said external auditors have no shareholdings in the Company, or any right, whether 
legally enforceable or not, to nominate persons or to subscribe to the securities of the Company, in 
accordance with the professional standard on independence set by the Board of Accountancy and the 
Professional Regulation Commission. 
 
External Audit Fees And Services 
 
The following table sets out the approximate aggregate fees billed for each of the last four (4) fiscal 
years for professional services rendered by the Company’s external auditors: 
 

Professional service fees rendered by the Company’s external auditors 

in nom. Php 2021 2022 2023 2024 (est) 

Audit Fee 1,390,000.00  2,300,000.00  2,000,000.00  2,000,000.00 
Other Fees 208,500.00 345,000.00 200,000.00 400,000.00 
TOTAL 1,598,500.00 2,645,000.00  2,200,000.00 2,400,000.00 

 
Mr. John Molina, a Partner at the audit firm R.G. Manabat & Co., was the external auditor of the 
Company for the period ended December 31, 2022. The Company intends to hire the said firm for the 
development of its STN Key Performance Indicator dashboard in 2024, hence, the need to change the 
external auditor for 2023. The Company’s financial statements for the year ended December 31, 2023 
and 2024 were audited and for the period ended June 30, 2025 were reviewed by Valdes Abad & 
Company, CPAs (VACO). There has been no disagreement with either R.G. Manabat & Co or VACO. 
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INDEX TO FINANCIAL STATEMENTS 
 
 

Consolidated Reviewed Financial Statements for the period June 30, 2025 F-1 
Consolidated Audited Financial Statements for the years ended December 2024 and 2023 F-2 
Consolidated Audited Financial Statements for the years ended December 2023 and 2022  F-3 
Consolidated Audited Financial Statements for the years ended December 2022 and 2021 F-4 
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PARTIES TO THE OFFER 
 
 
Independent auditors 
 
The audited financial statements of the Company as of December 31, 2024 have been audited by 
Valdes Abad and Company, independent auditors. The auditing firm was nominated and will be 
recommended to the stockholders for appointment as external auditor for the year 2025.  
 
 
Independent market research consultant 
Euromonitor International Ltd. 
60-61 Britton St., London 
EC1M 5UX 
United Kingdom 
 
 
 
Issue Manager and Sole Underwriter  
Investment & Capital Corporation of the Philippines 
17/F Robinsons Summit Center 6783 Ayala Avenue,  
Makati City, Philippines 
 
 
Legal counsels 

LEGAL COUNSEL TO THE ISSUER 
 
 
Martinez Vergara & Gonzalez Sociedad 
33rd Floor, The Orient Square, F. Ortigas, Jr.  
Road Ortigas Center, Pasig City 

LEGAL COUNSEL TO THE ISSUE MANAGER 
AND UNDERWRITER 
 
Tan Venturanza Valdez 
2704 East Tower, Tektite Towers, Exchange Road, 
Ortigas Center, Pasig City 

 
Independent auditor 
Valdes Abad and Company 
CJV Bldg., 108 Aguirre St., Legaspi Village 
 Makati City, Philippines  
 
 
Registrar, receiving and stock transfer agent 
Stock Transfer Service Inc.  
34th Floor, Rufino Pacific Tower,   
6784 Ayala Avenue, Makati City 
 
 
Escrow agent 
RCBC Trust Corporation 
9/F Yuchengco Tower, RCBC Plaza, 6819 Ayala Avenue,  
Makati City, Philippines  



The following document has been received:

Receiving: RICHMOND CARLOS AGTARAP
Receipt Date and Time: August 11, 2025 01:33:18 PM

Company Information
____________________________________________________________________________

SEC Registration No.: 0000023736
Company Name: STENIEL MANUFACTURING CORPORATION
Industry Classification: D21010
Company Type: Stock Corporation

Document Information
____________________________________________________________________________
____________________________________________________________________________

Document ID: OST10811202583650890
Document Type: Quarterly Report
Document Code: SEC_Form_17-Q
Period Covered: June 30, 2025
Submission Type: Original Filing
Remarks: None
____________________________________________________________________________
____________________________________________________________________________
Acceptance of this document is subject to review of forms and contents



COVER SHEET   
 

2 3 7 3 6       

S.E.C. Registration Number 
 
 

S T E N I E L   M A N U F A C T U R I N G  C O R P O R A T I O N  
 

                                  

 
                                  

(Company's Full Name) 
 

G A T E W A Y  B U S I N E S S  P A R K ,             
 

B R G Y . J A V A L E R A , G E N E R A L  T R I A S        
 

C A V I T E                             
 

(Business Address: No. Street City / Town / Province) 
 

Contact Person Company Telephone Number 
 

Month Day FORM TYPE Month Day 
Fiscal Year Annual Meeting 

 

Secondary License Type, If Applicable 
 

Dept. Requiring this Doc. Amended Articles Number/Section 
 

Total Amount of Borrowings 
 -  – 
Total No. of Stockholders    Domestic  Foreign 

     
To be accomplished by SEC Personnel concerned 

  

             

File Number       
LCU 

  

             

Document I.D.         

Cashier 
 

 

Remarks = pls. use black ink for scanning purposes 
 
 
 

S E C  F O R M  1 7 - Q 1 

Eliza C. Macuray 

6 

1 7 - Q  

 

C F D 
 

    Last Tuesday of April 

 
 

S T A M P S 

3 5 3 3 

(046) 433-0066 



STENIEL MANUFACTURING CORPORATION
Gateuray Business Park, Brgy. Ja\Elera, Gen. Trias, Cavite

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of STENIEL I,ANUFACTURING CORPORATION AND SUBSIDIARIES (the.Group") is responsible for the preparation and fair presenlation ofthe consolidated financial statements
including the schedules attached therein, for the period ended June 30, 2025 and June 30,2024, in
accordance with the prescribed financial reporting framework indicated therein, and for such internal
control as management determines is necessary to enable the preparation of the consolidated financial
statgments tha! are free frgm Inalerial misstate0ent, whether due tq fraud sr errsr.

ln preparang the consolidated financial statements, management is responsible for assessing the
Group's ability to continue as a going concem, disclosing, as applicable matters related to going
concern basis of accounting unless management either intends to liquidate the Group or cease
operations, or has no realistic altemative but to do so.

The Board of Dkectors is responsible for overseeing the Group's financial reporting process.

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

Valdes, Abad & Company, CPAS, the independent auditor appointed by the stockholders, has
reviewed the consolidated financial statements of the Group in accordance with Philippine Standards
on Auditing, and in its report to the stockholders, has expressed its opinion on the fairness of
presentation upon completion of such review.

Y. Lim
irman & President

Eliza C.
Treasurer/Chief Financia{ Officer

Signed this 6rh day of August, 2025

GBM

GBM
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SECURITIES AND EXCHANGE COMMISSION 
 

SEC FORM 17-Q 
 

QUARTERLY REPORT PURSUANT TO SECTION 17 
OF THE SECURITIES REGULATION CODE AND 

THE REVISED CORPORATION CODE OF THE PHILIPPINES 
 

 

1. For the quarter ended on June 30, 2025 

 

2. Commission identification number 23736 

 

3. BIR Tax Identification No   000-099-128 

 

4. Exact name of issuer as specified in its charter Steniel Manufacturing Corporation  

 

5. Province, country or other jurisdiction of incorporation or organization: Metro Manila, Philippines 

 

6. Industry Classification Code:        (SEC Use Only)  

 

7. Gateway Business Park, Brgy. Javalera, General Trias, Cavite 

Address of issuer's office 

 

8. Issuer's telephone number, including area code (046) 433-0066 

 

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

  

Title of each Class 
Number of shares of common stock outstanding 

and amount of debt outstanding 

Common Shares 1,418,812,081 

 

10. Are any or all of the securities listed on a Stock Exchange? 

 

Yes [   ]  No [   ] 

 
876,182,045 of tKH�&RPSDQ\¶V common shares are listed at the Philippine Stock Exchange. 

 

11. Check whether the issuer:  

 

(a) has filed all reports required to be filed by Section 17 of the SRC and SRC Rule 17.1  thereunder 

or Section 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26 and 141 of The 

Corporation Code of the Philippines during the preceding twelve (12) months (or for such shorter 

period that the registrant was required to file such reports); 

 

Yes [   ]  No [   ]   

 

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

 

Yes [   ]  No [   ]   

 

 

 
____________________________________________________ 
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STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 

(Amounts in Thousands, Except Basic and Diluted Earnings Per Share) 
    
  Six Months Ended Three Months Ended 
 

Note 
30-Jun-25 
Unaudited 

30-Jun-24 
Unaudited 

30-Jun-25 
Unaudited 

30-Jun-24 
Unaudited 

Revenues 15 
    

Product Sales  P1,632,964 P1,663,335 828,373 P877,500 
Service Income  - 19,062 - 5,943 

Total revenues  1,632,964 1,682,397 828,373 883,443 
Cost of sales and services 16 (1,389,990) (1,400,341) (723,967) (739,197) 
Gross profit  242,974 282,056 104,406 144,246 
Operating expenses 17 (167,961) (155,375) (79,081) (96,927) 
Finance charges 13 (67,189) (42,935) (35,174) (22,210) 
Other income, net 18 28,593 41,781 18,498 33,140 
Income before provision for income tax  36,417 125,527 8,649 58,249 
Income tax expense 20 (8,991) (30,569) (1,036) (19,439) 
Net Income  27,426 94,958 7,613 38,810 
Other Comprehensive Income      
Item that may be reclassified to 
profit or loss      

Unrealized gain on financial assets 
at fair value through other 
comprehensive income 10 13,901 6,033 8,025 6,033 
Remeasurement of defined benefit 
obligation  - - - - 
Income tax expense  - - - - 
Effect of changes in tax rate  - - - - 

  13,901 6,033 8,025 6,033 
 
Total Comprehensive Income  P41,327 P100,991 P15,638 P44,843 
Basic and Diluted Earnings 
      Per Common Share  P0.0193 P0.0669 P0.0054 P0.0274 
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STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 

(Amounts in Thousands) 
       

  30-Jun-25  31-Dec-24  30-Jun-24 
  Note  Unaudited     Audited    Unaudited  
ASSETS       
       
Current Assets       
Cash 5 P117,205  P67,262  P84,454 
Receivables - net 6 818,946  737,367  986,518 
Inventories - net 7 2,097,139  2,645,320  1,593,688 
Prepaid expenses and other current assets - net 8 250,307  208,140  493,542 

Total Current Assets  3,283,597  3,658,089  3,158,202 
       
Noncurrent Assets       
Property and equipment - net 9 786,234  828,093  887,224 
Right-of-use asset - net 21 9,183  12,870  19,308 
Investments in equity instruments 10 201,246  180,992  159,221 
Deferred tax assets 20 7,323  9,606  4,580 
Other noncurrent assets 11 1,494  1,490  1,737 

Total Noncurrent Assets  1,005,480  1,033,051  1,072,070 
   4,289,077  4,691,140  4,230,272 
LIABILITIES AND EQUITY       
       
Current Liabilities       
Trade payables and other current liabilities 12 972,346  2,009,532  1,968,113 
Amounts owed to related parties 19 43,453  43,453  49,546 
Current portion of borrowings 13 1,890,648  1,239,780  764,384 
Current portion of lease liabilities 21 5,147  8,449  9,403 

Total Current Liabilities  2,911,594  3,301,214  2,791,446 
       
Noncurrent Liabilities       
Borrowings, net of current portion 13 335,426  389,368  452,757 
Lease liabilities - net of current portion 21 5,823  6,709  12,812 
Retirement benefits liability  22,262  21,204  21,157 

Total Noncurrent Liabilities  363,511  417,281  486,726 
Total Liabilities  3,275,105  3,718,495  3,278,172 

       
Equity       
Capital stock 14 1,418,812  1,418,812  1,418,812 
Additional paid-in capital 14 408,423  408,423  408,423 
Reserve for retirement benefits liability  (3,089)  (3,089)  204 
Net unrealized loss on investments in    -   

equity instruments 10 31,601  17,700  12,036 
Deficit 14 (841,775)  (869,201)  (887,375) 

Total Equity  1,013,972  972,645  952,100 
   P4,289,077  P4,691,140  P4,230,272 

Please refer to the accompanying Notes to Unaudited Interim Consolidated Financial Statements. 
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STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

(Amounts in Thousands) 
      

 30-Jun-25  31-Dec-24  30-Jun-24 
   Unaudited     Audited    Unaudited  
      
Capital stock      
Authorized ± 1 billion common shares P1 per share     

Issued and outstanding P1,418,812  P1,418,812  P1,418,812 
      
Additional paid-in capital 408,423  408,423  408,423 
      
Reserve for retirement benefits liability      

Beginning (3,089)  204  204 
Reserve for retirement benefits liability -  (3,293)  - 
 (3,089)  (3,089)  204 

      
Net unrealized loss on investments in      
equity instruments      

Beginning 17,700  6,003  6,003 
Changes in fair value of investments in equity 
instruments 13,901  16,093  6,033 
Transfer of fair value reserve of equity 
instruments designated at FVOCI -  (4,396)  - 

 31,601  17,700  12,036 
      
Deficit      

Beginning (869,201)  (973,756)  (942,459) 
Prior period adjustments -  -  (39,874) 
Net income(loss) during the year 27,426  100,159  94,958 
Transfer of fair value reserve of equity 
instruments designated at FVOCI -  4,396  - 
 (841,775)  (869,201)  (887,375) 

      
 
7RWDO�6WRFNKROGHUV¶�(TXLW\ P1,013,972  P972,645  P952,100 
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STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(Amounts in Thousands) 
 

 30-Jun-25   31-Dec-24   30-Jun-24 
   Unaudited   Audited  Unaudited 
CASH FLOWS FROM OPERATING ACTIVITIES      
Income before income tax P36,417  P142,332  P125,527 
Adjustments for:      

 Depreciation 92,438  190,245  78,135 
Interest expense 66,810  92,442  42,935 
Dividend income (6,512)  (6,791)  (5,017) 
Interest on lease 379  1,187  - 
Retirement expense 1,058  2,983  7,217 
Interest income (31)  (56)  (26) 
Provision for (Reversal of) losses on receivables (11,200)  29,885  (19,407) 
Reversal of provision for inventory obsolenscence -  (23,482)  (15,409) 
Unrealized foreign exchange loss 999  (11,838)  - 
Provision for loss due to earthquake -  1,923  - 

Operating income before working capital changes 180,358  418,830  213,955 
Decrease(increase) in:      

Receivables (71,378)  97,236  (114,403) 
Inventories 548,181  (581,257)  462,303 
Prepaid expenses and other current assets (48,876)  25,726  (259,380) 

Increase(decrease) in:      
Trade payables and other current liabilities (1,037,186)  136,512   98,302 

Net cash generated from operations (428,901)  97,047  400,777 
Interest paid (66,481)  (91,125)  (42,935) 
Dividend received 6,512  6,791  5,017 
Benefits paid -  (108)  - 
Interest received 31  56   26 
Net cash provided by operating activities (488,839)  12,661   362,885 
      
CASH FLOWS FROM INVESTING ACTIVITIES      
Additions to property and equipment (46,892)  (236,595)  (189,974) 
Proceeds from sale of property and equipment -  -  - 
Proceeds from sale of investments in equity instruments -  19,671  911 
Additions to investments in equity instruments (6,352)  (44,715)  (10,848) 
Decrease in other noncurrent assets (40)  248  - 
Net cash provided by (used in) investing activities (53,248)  (261,391)   (199,911) 
      
CASH FLOWS FROM FINANCING ACTIVITIES      
Loan availment 2,518,000  2,042,435  224,000 
Payments of borrowings (1,921,403)  (1,824,969)  (417,224) 
Increase (decrease) in amounts owed to related parties -  (4,430)  1,663 
Payment of finance lease liability (4,188)  (8,898)  - 
Interest paid on leases (379)  (1,187)   - 
Net cash provided by (used in) financing activities 592,030  202,951   (191,561) 
      
NET INCREASE(DECREASE) IN CASH 49,943  (45,779)  (28,587) 
CASH AT BEGINNING OF YEAR 67,262  113,041   113,041 
      
CASH END OF YEAR 117,205  P67,262   P84,454 
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STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
NOTES TO UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE SIX MONTHS ENDED JUNE 30, 2025 AND 2024, AND YEAR ENDED DECEMBER 31, 2024 
 
1. Corporate information 

Background 
 
Steniel 0DQXIDFWXULQJ�&RUSRUDWLRQ� �³671´� RU� WKH� ³&RPSDQ\´��ZDV� LQFRUSRUDWHG�DQG� UHJLVWHUHG�ZLWK� WKH�
Philippine Securities and Exchange Commission (SEC) on September 13, 1963. The Company and its 
VXEVLGLDULHV��WKH�³*URXS�´�DUH�HQJDJHG�LQ�WKH�PDQXIDFWXULQJ��SURFHVVing, and selling of all kinds of paper 
products, paper board and corrugated carton containers, and all other allied products and processes. The 
Company is listed in the Philippine Stock Exchange Inc. (PSE). 
 
On September 11, 2013, the SEC approved the Amended Articles of Incorporation of the Company, 
extending the corporate life for another 50 years from September 13, 2013. With the passage of the Revised 
&RUSRUDWLRQ�&RGH�RI�WKH�3KLOLSSLQHV��³5&&´���WKH�&RPSDQy now has perpetual existence  
 
)ROORZLQJ�D�GHFLVLRQ�PDGH�E\�WKH�&RPSDQ\¶V�%RDUG�RI�'LUHFWRUV��%2'��LQ������WR�UHRUJDQL]H�WKH�*URXS��
the Company ceased manufacturing operations in June 1997 due to continuing business losses. As a result, 
reorganization of the Group was carried out and coPSOHWHG�ZLWK�WKH�&RPSDQ\¶V�SULQFLSDO�DFWLYLW\�QRZ�OLPLWHG�
to holding of investments. 
 
Shareholdings 
 
3ULRU�WR�������6WHQLHO��1HWKHUODQGV��+ROGLQJV�%�9���³61+%9´���D�FRPSDQ\�LQFRUSRUDWHG�LQ�$PVWHUGDP��7KH�
Netherlands, owned 82.2716% of the shares of the Company.  SNHBV was then 100%-owned by Steniel 
�%HOJLXP��+ROGLQJV�19��³6WHQLHO�%HOJLXP´�����,Q�������6WHniel Belgium sold its shares in SNHBV to certain 
directors and officers of the company.  With the sale of shares, SNHBV became the ultimate parent company. 
 
Consequent to the restructuring of the loan in 2010 as will be discussed in Item 1 (H) below, the Company 
issued a total of 123,817,953 shares to Roxburgh Investment Limited (Roxburgh) through the conversion of 
debt to equity. The conversion resulted to thH�UHGXFWLRQ�RI�WKH�&RPSDQ\¶V�RXWVWDQGLQJ�GHEW�DQG�UHFRJQLWLRQ�
of additional paid in capital. As a result, Roxburgh became the owner of 12.3818% of the Company, while the 
ownership of SNHBV and the public was reduced to 72.0849% and 15.5333%, respectively. 
 
On January 18, 2012, the shareholders of SNHBV entered into a Share Purchase Agreement with Right Total 
Investments Limited (Right Total, a limited liability company incorporated in British Virgin Islands as an 
investment company), to purchase up to 100% of the issued and outstanding shares of SNHBV. With the sale 
of shares of SNHBV, Right Total became the owner of the 72.0849% shares of SNHBV consequently making 
Right Total as the ultimate parent company. 
 
On January 25, 2012, the Company received a tender offer report from SNHBV offering to purchase the 
279,151,088 shares of minority investing public or 27.92% of the total issued shares at a price of P0.0012 per 
share or an aggregate price of P334.9 million. On February 25, 2012, a total of 2,115,692 common shares 
were tendered in the Tender Offer and accepted by SNHBV, constituting 0.0021% of the total outstanding 
capital stock of the Company. On March 8, 2012, payment for the Tendered Shares was delivered to the 
relevant broker participants on behalf of interested parties and there was a transfer to SNHBV of only 0.76% 
of the minority shares. Such accepted tender offer did not significantly change the percentage ownership of 
the minority investing public. 
 

Exhibit 2 



 9 

On June 26, 2019, the Company approved the reacquisition of Steniel Mindanao Packaging Corporation 
�³603&´��� DV� GHVFULEHG� EHORZ�� WKURXJK� D� VKDUH� VZDS� WUDQVDFWLRQ� LQYROYLQJ� WKH� WUDQVIHU� RI� ����� RI� WKH�
outstanding capital stock of SMPC in favor of the Company in exchange for STN shares. The Company also 
DSSURYHG�WKH�FRQYHUVLRQ�RI�WKH�ORDQV�H[WHQGHG�E\�*UHHQNUDIW�&RUSRUDWLRQ��³*UHHQNUDIW´��DQG�5R[EXUJK�LQWR�
equity.  These approvals were made in view of the need to address the negative equity of the Company.  
 
$V�SDUW�RI�WKH�SUHSDUDWLRQV�IRU�WKHVH�VKDUH�LVVXDQFHV��WKH�%RDUG�DSSURYHG�WKH�LQFUHDVH�RI�WKH�&RPSDQ\¶V�
authorized capital stock from Php1 Billion to Php2 Billion. The same was approved and ratified by the 
VWRFNKROGHUV�GXULQJ�WKH�DQQXDO�VWRFNKROGHUV¶�PHHWLng held on July 17, 2019 and reconfirmed on November 
19, 2020. 
 
On October 7, 2020, Greenkraft Corporation (Greenkraft), Golden Bales Corporation (Goldenbales), 
Corbox Corporation (Corbox), Rex Chua and Clement Chua, as purchasers (collectively, the Buyer Group) 
entered into a Share Purchase Agreement with SNHBV as seller to acquire 649,908,308 common shares 
of the Company, for a consideration of P64.99 million or P0.10 per share, broken down as follows: 
 

Buyer 
Number of 

Shares 
Percentage of 

Ownership 
Greenkraft Corporation 216,679,430 21.67% 
Corbox Corporation 194,972,492 19.50% 
Goldenbales Corporation 194,972,492 19.50% 
Clement Chua 21,641,947 2.16% 
Rex Chua 21,641,947 2.16% 
 649,908,308 64.99% 

 
In compliance with the Securities and Regulations Code and its Implementing Rules and Regulations, the 
Buyer Group made a tender offer involving the remaining outstanding shares of the Company, excluding 
the 70,940,604 common shares of SNHBV not included in the Share Purchase Agreement. The tender offer 
FRPPHQFHG�RQ�2FWREHU����������DQG�HQGHG�RQ�1RYHPEHU�����������³7HQGHU�2IIHU�3HULRG´���$�WRWDO�RI�
11,780,533 common shares of STN were tendered during the Tender Offer Period, which comprise 
approximately 1.18% of the total issued and outstanding shares of STN.  
 
Following the completion of the tender offer, SNHBV and the Buyer Group executed the deed of sale on 
November 23, 2020 involving the 649,908,308 shares of the Company.  The relevant taxes were paid and 
the corresponding CAR was secured.  The transfer reduced the shareholding of SNHBV to 5% of the 
&RPSDQ\¶V�RXWVWDQGLQJ�FDSLWDO�VWRFN��� 
 
2Q�'HFHPEHU�����������WKH�6(&�DSSURYHG�671¶V�DSSOLFDWLRQ�IRU�LQFUHDVH�RI�DXWKRUL]HG�FDSLWDO�VWRFN�IURP�
Php1 Billion to Php2 Billion resulting to the issuance of 418,821,081 common shares in favor of the Buyer 
Group, Greenkraft and Roxburgh.  The increase was (i) partly subscribed by the share swap transaction 
wherein STN reacquired SMPC in exchange for unissued shares of the STN; and (ii) partly subscribed 
through conversion of liability into equity.  
 
On October 6, 2023, SNHBV and Greenkraft sold a total of 130,940,604 shares in compliance with the 
backdoor listing rule which required the Company to comply with the minimum public ownership 
requirement of at least 20% of the outstanding capital stock. With the aforesaid sale, SNHBV ceased to be 
a shareholder of the Company.   
 
7KH� UHOHYDQW� WD[HV�ZHUH�SDLG� DQG� WKH� FRUUHVSRQGLQJ�&$5V�ZHUH� VHFXUHG��7KH�&RPSDQ\¶V� SXEOLF� IORDW�
increased from 13.09% to 22.27%. 
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7KH� &RPSDQ\¶V� UHJLVWHUHG� DGGUHVV� DQG� SULQFLSDO� RIILFH� LV� ORFDWHG� DW� *DWHZD\� %XVLQHVV� 3DUN�� %UJ\��
Javalera, General Trias, Cavite, Philippines.  
 
Subsidiaries 
 
The consolidated financial statements include the financial statements of the Company and the following 
subsidiaries incorporated in the Philippines: 
 

Percent of Ownership 
 2025 2024 
Steniel Cavite Packaging Corporation (SCPC)* 100 100 
Steniel Mindanao Packaging Corporation (SMPC)** 100 100 

* Treasure Packaging Corporation (TPC) was merged with SCPC as approved by the SEC on May 30, 2018. 

** SMPC was reacquired on December 29, 2020. 
 

1. Steniel Cavite Packaging Corporation (SCPC) 
 

SCPC was incorporated and registered with the SEC on November 9, 1993 primarily to engage in the 
manufacturing, processing and selling of all kinds of paper products and processes. 
 
2Q�-XQH�����������6&3&¶V�%2'�GHFLGHG�WR�GLVFRQWLQXH�LWV�SDFNDJLQJ�RSHUDWLRQV�LQ�YLHZ�RI�WKH�FRQWLQXHG�
business losses incurred since its incorporation, in addition to difficult economic and business conditions. 
SCPC used to purchase, process and resell various paper products and lease its machinery and equipment 
to generate income, until 2015 when the former was discontinued. On January 10, 2017, the SEC approved 
the equity restructuring of SCPC which has wiped out the deficit as at December 31, 2016. 
 
TPC was incorporated and registered with the SEC on May 23, 1994 primarily to engage in the 
manufacturing, processing, purchasing, and selling on wholesale basis, paper, paper rolls, paper boards, 
cartons, containers, packaging material and other pulp and paper products. The registered office address 
and principal office of TPC is located at Hernan Cortes Street, Mandaue City, Cebu, Philippines. 
 
2Q�-XQH����������DQG�-XO\����������6&3&¶V�%2'�DQG�6KDUHKROGHUV��UHVSHFWLYHO\��DSSURYHG�WKH�FKDQJH�LQ�
its address and principal office at Gateway Business Park, Brgy. Javalera, General Trias, Cavite. 
 
In 2016, the merger between SCPC and TPC (the former as the surviving entity) was approved by the BOD 
and Shareholders of the respective entities. The application for merger was filed with the SEC on April 10, 
2017 and was approved on May 30, 2018. 
 
6&3&¶V� SULQFLSDO� RIILFH� LV� ORFDWHG� DW� *DWHZD\� %XVLQHVV� 3DUN�� %UJ\�� -DYDOHUD�� *HQHUDO� 7ULDV�� &DYLWH��
Philippines. 
 

2. Steniel Mindanao Packaging Corporation (SMPC) 
 
SMPC was incorporated on June 30, 1995 primarily to engage in the business of manufacturing, importing, 
buying, selling or otherwise dealings in, at wholesale and retail, all kinds of paper, paper rolls, paper boards, 
cartons, containers, packaging materials and other pulp and paper products. 
 
As at December 31, 2012, SMPC was a wholly-owned subsidiary of the Company. In December 2013, the 
Company sold its 9,249,995 common shares in SMPC to various entities and individuals.  
 
In 2019, the BOD and Stockholders of the Company approved the reacquisition of shares of SMPC through 
a share swap transaction wherein all shareholders of SMPC will exchange all their shares in SMPC for 
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VKDUHV� RI� WKH� &RPSDQ\�� ,Q� SUHSDUDWLRQ� IRU� WKHVH� VKDUH� LVVXDQFHV�� WKH� &RPSDQ\¶V� %2'� DSSURYHG� WKH�
LQFUHDVH�RI� WKH�&RPSDQ\¶V� DXWKRUL]HG� FDSLWDO� VWRFN� IURP�3KS��%LOOLRQ� WR�3KS��%LOOLRQ�� � 7KH� VDPH�ZDV�
approved and ratified by the stockholders during the annual VWRFNKROGHUV¶�PHHWLQJ�KHOG�RQ�-XO\����������
and reconfirmed on November 19, 2020. 
 
On December 29, 2020, the Company issued 269,250,000 shares to the shareholders of SMPC effecting 
WKH�VKDUH�VZDS�IROORZLQJ�WKH�6(&�DSSURYDO�RI�WKH�&RPSDQ\¶V�LQFUHDVH�LQ�DXWKRUL]HG�FDSLWDO�VWRFN�RQ�WKH�
same day.  The transfer of the SMPC shares in favor of the Company was subsequently recorded after the 
UHOHYDQW�&$5V�ZHUH�LVVXHG�E\�WKH�3KLOLSSLQH�%XUHDX�RI�,QWHUQDO�5HYHQXH��³%,5´��� 
 
603&¶V�SULQFLSDO�SODFH�RI�EXVLQHVV�LV�ORFDWHG�DW�.P�����1DWLRQDO�+LJKZD\��%XQDZDQ�'LVWULFW��'DYDR�&LW\�� 
 
As at June 30, 2025, the operating subsidiaries of the Company are SCPC and SMPC.  
 
Debt Restructuring 
 
Due to the working capital drain experienced by the Group as a result of prior debt service payments and 
the difficult business and economic conditions during the period, the Group found it difficult to sustain further 
payments of debt while at the same time ensuring continued operations. The Parent Company failed to 
settle its outstanding short-term and long-term loans which were supposed to mature at various dates in 
2004, 2005, and 2006 and was declared by the lending banks in default on May 25, 2006. Subsequently 
until 2009, the lending banks assigned and sold their respective outstanding loan balances to various third 
parties. On October 14, 2010, one of the new lenders, Greenkraft Corporation (Greenkraft), further assigned 
some of its loan receivables to Roxburgh. 
 
After the assignment and sale of loans from the lending banks to third parties, discussions were made with 
new creditors/lenders to restructure the outstanding loans covered by the Omnibus Agreement which the 
Parent Company has defaulted in 2006. On October 15, 2010, the Parent Company and the current 
creditors/lenders signed the Amended DQG�5HVWDWHG�2PQLEXV�$JUHHPHQW� �WKH� ³$PHQGHG�$JUHHPHQW´���
which finally resolved the default situation. The essential elements of the Amended Agreement are 
summarized below: 
 

� The outstanding principal and accrued interest expense as at September 30, 2010 was restructured 
for 25years. 
 

� Conditional waiver of penalty and other charges upon the faithful performance by the Parent 
Company of the terms of restructuring. 

 
� The outstanding principal and accrued interest expense as of September 30, 2010 shall be reduced 

via dacion en pago or sale of the following properties: (a) all of the outstanding common and 
preferred shares of stock in Steniel Land Corporation (SLC); (b) identified idle assets of the Parent 
Company and its subsidiaries; and (c) by way of conversion into equity though the issuance of the 
3DUHQW�&RPSDQ\¶V�XQLVVXHG�FDSLWDO�VWRFN� 

 
� The outstanding principal amount after the dacion en pago or sale of properties shall be paid in 92 

consecutive quarterly installments starting in January 2013. 
 

� The outstanding portion of the accrued interest after equity conversion shall be paid in 40 
consecutive quarterly installments starting after year 15 from the date of restructuring. 

 
� The restructured accrued interest expense prior to loan restructuring will be subject to interest of 8% 

per annum. 
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� Restructured outstanding principal will be subject to interest of 6% per annum for 15years and 8% 

per annum on the sixteenth (16th) year and onwards. 
 

� The restructured loan shall be secured by the assets/collateral pool under the Collateral Trust 
Agreement. 

 
� All taxes and fees, including documentary stamp taxes and registration fees, shall be for the 

account of the Group. 
 

� All other costs and expenses of restructuring including documentation costs, legal fees, and out-
of-pocket expenses shall be for the account of the Parent Company, and 

 
� Other conditions include: 

 
a. Lenders representative to be elected as director in the Parent Company and in each of its 

subsidiaries. 
b. A merger, reorganization or dissolution of certain subsidiaries in line with the Busines Plan. 
c. No dividend declaration or payments until the restructured obligations are fully paid. 
d. No new borrowing, unless with written consent of the lenders. 
e. No repayment or prepayment of any debt or obligation (other than operational expenses), 

unless with consent of the lenders. 
f. &UHGLWRU¶V�FRQVHQW�IRU�FKDQJH�LQ�PDWHULDO�RZQHUVKLS�LQ�WKH�*URXS�DQG�PRUWJDJRUV� 
g. Standard covenants, representations and warranties. 

 
Dacion en pago and Equity Conversion 
 
7KH�GDFLRQ�HQ�SDJR�RI�WKH�*URXS¶V�LGOH�PDFKLQHULHV��VSDUH�SDUWV�DQG�WKH�HTXLW\�FRQYHUVLRQ�WKURXJK�WKH�
LVVXDQFH�RI�WKH�&RPSDQ\¶V�FDSLWDO�VWRFN�KDYH�EHHQ�FRPSOHWHG�DV�DW�'HFHPEHU�����������7KH�GDFLRQ�HQ�
pago transaction reduced the outstanding loan principal amount by P122 million while the equity conversion 
reduced outstanding accrued interest by P248 million. 
 
7KH�GDFLRQ�HQ�SDJR�UHODWLQJ�WR�WKH�*URXS¶V�VKDUHV�LQ�6/&�DQG�D�VXEVLGLDU\¶V�ODQG�DQG�ODQG�LPSURYHPHQWV�
and building improvements has a total value of P290.0 million. In 2012, certain certificates authorizing 
registration were issued and reduced the total value from P290.0 million to P289.88 million. The assignment 
of shares was completed in 2023 after the issuance of the CAR. The change in ownership and management 
in early 2012 and the issuance of CAR generally caused the delay in the implementation of dacion en pago. 
 
3XUVXDQW� WR� WKH� $PHQGHG� $JUHHPHQW�� WKH� &RPSDQ\¶V� RXWVWDQGLQJ� SULQFLSDO� DQG� DFFUXHG� LQWHUHVW� ZDV�
reduced through the conversion of a portion of the debt due to Roxburgh into common shares of the 
Company.  The Company issued a total of 123,817,953 shares to Roxburgh which resulted to the 
FRQYHUVLRQ�UHVXOWHG�WR�WKH�UHGXFWLRQ�RI�WKH�&RPSDQ\¶V�RXWVWDQGLQJ�GHEW�DQG�UHFRJQLWLRQ�RI�DGGLWLRQDO�SDLG�
in capital. 
 
Restructuring of Subsidiaries 
 
In 2011, following the provisions in the Amended Agreement, the Company filed a merger application with 
WKH� 6(&� WR� DEVRUE� 73&��2Q�$XJXVW� ���� ������ IROORZLQJ�PDQDJHPHQW¶V� DVVHVVPHQW�� WKH� %RDUG� RI� WKH�
Company and TPC approved the withdrawal of the merger application filed with the SEC as the same no 
longer appears feasible. Management has been instructed to explore other options, i.e., merger of or with 
other subsidiaries. 
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In addition, SCPC submitted a merger application with SEC in October 2011 to absorb three (3) dormant 
subsidiaries: (a) Metroplas Packaging Products Corporation (MPPC), (b) Metro Paper and Packaging 
Products, Inc. (MPPPI) and (c) Steniel Carton System Corporation (SCSC) using June 30, 2011 financial 
statements. On March 2, 2012, the SEC approved the certificate of filing of the articles and plan of merger, 
which documents were received by SCPC on July 31, 2012. All financial information presented for the 
periods prior to the merger has been restated to reflect the combined financial statements of the absorbed 
corporation as though the merger has occurred at the beginning of 2010. 
 
The Company had 39.71% direct and indirect (through SCPC & TPC) interest in SLC. In 2010, all of the 
ownership interest of TPC and STN was assigned to Greenkraft, and the remaining interest of SCPC in 
SLC was 29.21%.  
 
,Q�6HSWHPEHU�������WKH�GDFLRQ�HQ�SDJR�ZDV�FRPSOHWHG�UHODWLQJ�WR�WKH�*URXS¶V�VKDUHV�LQ�6/&��7KH�*URXS�
assigned its 727,050 preferred shares in SLC to Greenkraft to fully settle its remaining balance of 
borrowings to Greenkraft amounting to P190 million. As at December 31, 2023, Greenkraft holds 100% 
interest in SLC. 
 
Interest Payments 
 
On December 2, 2011, the current creditors/lenders agreed to waive the payment of interest for the first 2 
years of the loan commencing on the restructuring date, to correspond to the principal repayment as stated 
in the Amended Agreement. Hence, interest payments shall be made in accordance with the Amended 
Agreement but shall commence on the 27th month after the restructuring date, inclusive of a 2 year grace 
period. In relation to this, on March 1, 2012, the accrued interest which was capitalized  as part of the loan 
principal in 2010 in accordance with the Amended Agreement, was also condoned by its major creditors 
effective December 31, 2011. 
 
In 2013, due to continuous working capital drain experienced by the Group as a result of difficult economic 
and business conditions, the Group requested reconsideration to defer the implementation of the loan 
agreement from the creditors which was acted favorably. The Group was granted another 2 years extension 
of principal repayment, reduction of interest rate from 6% to 2% for the first 5 years and further waive 
interest charges annually until 2019. Consequent to the BOD approval of the conversion of debt to common 
shares of the Parent Company in 2019, principal and interest payments on long-term debt was suspended 
beginning July 2019. 
 
Status of Operations 
 
The Group has temporarily ceased its principal operations and has incurred recurring losses in prior years 
resulting to a deficit of P842 million, P887 million and P869.2 million, as at June 30, 2025 and 2024 and 
December 31, 2024, respectively.  
  
To improve this condition, the management has taken the following measures: 
 
On July 17, 2019, the BOD and Stockholders of the Company approved the acquisition of shares of SMPC 
through a share swap transaction and the conversion of loans from Greenkraft and Roxburgh into common 
shares in the Company. To accommodate the transactions discussed above, the BOD and Stockholders 
approved the amendment of the Articles of Incorporation to increase the authorized capital stock from P1 
billion, divided into one billion common shares to P2 billion, divided into two billion common shares with par 
value of P1 per share. 
 
2Q�'HFHPEHU�����������XSRQ�WKH�6(&¶V�DSSURYDO�RI�WKH�&RPSDQ\¶V�DSSOLFDWLRQ�IRU�LQFUHDVH�LQ�DXWKRUL]HG�
capital stock, the Company issued shares to the lenders effecting the debt to equity conversion thereby 
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reducing the outstanding balance of the borrowings by P149.56 million. Further, the Company also issued 
shares to the shareholders of SMPC effecting the share swap transaction resulting to a provisional gain of 
P158.27 million from the acquisition of a subsidiary. The realization of these transactions resolved the 
capital deficiency position of the Group in 2021 and 2020. 
 
7KHUH�DUH�QR�NQRZQ�WUHQGV��HYHQWV�RU�XQFHUWDLQWLHV�WKDW�ZLOO�KDYH�D�PDWHULDO�LPSDFW�RQ�WKH�6WHQLHO�*URXS¶V�
future operations except those that have already been disclosed in the foregoing.  There are no other 
sources of revenue or income that are not ordinary in nature. 
 
Based on the foregoing, the consolidated financial statements have been prepared on a going concern 
basis, which assumes that the Group will continue in existence. 
 
2. Basis of Preparation 

 
Statement of Compliance 
 
The accompanying unaudited interim consolidated financial statements have been prepared in compliance 
with Philippine Financial Reporting Standards (PFRS). PFRS are based on International Financial 
Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB). PFRS, issued 
by the Philippine Financial Reporting Standards Council (FRSC), consist of PFRS, Philippine Accounting 
Standards (PAS) and Philippine Interpretations. 
 
The preparation of the financial statements in compliance with Philippine Financial Reporting Standards 
(PFRS) requires management to make estimates and assumptions that affect the amounts reported in the 
financial statements and accompanying notes. The estimates and assumptions used in the accompanying 
XQDXGLWHG�LQWHULP�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DUH�EDVHG�XSRQ�PDQDJHPHQW¶V�HYDOXDWLRQ�RI�UHOHYDQW�
facts and circumstances as of the date of the unaudited condensed consolidated financial statements. 
Actual results could differ from such estimates. 
 
The unaudited interim consolidated financial statements include the accounts of Steniel Manufacturing 
Corporation and its subsidiaries. The unaudited condensed consolidated financial statements are 
presented in Philippine peso (Php), and all values are rounded to the nearest thousands except when 
otherwise indicated. 
 
The accompanying consolidated financial statements of the Group as at and for the six months ended June 
30, 2025 and 2024, and as at and for the year ended December 31, 2024 were approved and authorized 
for issuance by the Board of Directors on August 6, 2025. 
 
Basis of Measurement 
 
The unaudited interim consolidated financial statements of the Group have been prepared on a historical 
cost basis except for investment in equity securities which are carried at fair value. 
 
Functional and Presentation Currency 
 
The unaudited interim consolidated financial statements are presented in Philippine peso, which is also the 
*URXS¶V� IXQFWLRQDO�FXUUHQF\��$OO� ILQDQFLDO� LQIRUPDWLRQ�H[SUHVVHG� LQ�3KLOLSSLQH�SHVR� LV� URXQGHG�RII� WR� WKH�
nearest thousand peso, except when otherwise indicated. 
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Basis of Consolidation 
 
The unaudited interim consolidated financial statements include the financial statements of the Parent 
Company and its subsidiaries. 
 
Subsidiaries are entities controlled by the Group. In accordance with PFRS 10, Consolidated Financial 
Statements, the Group controls an entity when it is exposed to, or has the rights to, variable returns from 
its involvement with the entity and has the ability to affect those returns through its power over the entity. 
The financial statements of the subsidiaries are included in the consolidated financial statements from the 
date when the Group obtains control and continue to be consolidated until the date when such control 
ceases. 
  
The unaudited interim consolidated financial statements are prepared for the same reporting period as the 
Parent Company, using uniform accounting policies for like transactions and other events in similar 
circumstances. Intergroup balances and transactions, including intergroup unrealized profits and losses, 
are eliminated in preparing the consolidated financial statements. 
 
The consolidated financial statements include the financial statements of the Parent Company and the 
following subsidiaries incorporated in the Philippines. 
 
 Percent of Ownership 
 2025 2024 
Steniel Cavite Packaging Corporation (SCPC)* 100 100 
Steniel Mindanao Packaging Corporation (SMPC)** 100 100 

* Treasure Packaging Corporation (TPC) was merged with SCPC as approved by the SEC on May 30, 2018. 
** SMPC was reacquired on December 29, 2020. 
 
 
3. Summary of Significant Accounting Policies 
 
The accounting policies set out below have been applied consistently to all periods presented in these 
consolidated financial statements, except for the changes in accounting policies as explained below. 
 
New and Amended Accounting Standards Effective in 2025 
 
Effective beginning on or after January 1, 2025 
 
Amendments to PAS 21 - Lack of Exchangeability. An entity is impacted by the amendments when it has a 
transaction or an operation in a foreign currency that is not exchangeable into another currency at a 
measurement date for a specified purpose. A currency is exchangeable when there is an ability to obtain 
the other currency (with a normal administrative delay), and the transaction would take place through a 
market or exchange mechanism that creates enforceable rights and obligations. 
 
The amendments do not have material impact on the consolidated financial statements. 
 
Standards and Interpretations Issued but not yet Effective  
 
Pronouncements issued but not yet effective are listed below. Unless otherwise indicated, the Group does 
not expect that the future adoption of the said pronouncements will have a significant impact on the financial 
statements. The Group intends to adopt the following pronouncements when they become effective. 
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Effective beginning on or after January 1, 2026 
 
Annual Improvements to PFRS Accounting Standards - Volume 11 
 

o Amendments to PAS 7, Cost Method 
o Amendments to PFRS 1, Hedge Accounting by a First-time Adopter 
o Amendments to PFRS 7, Gain or Loss on Derecognition 
o Amendments to PFRS 9, Lessee Derecognition of Lease Liabilities and Transaction Price 
o Amendments to PFRS 10, 'HWHUPLQDWLRQ�RI�D�³'H�)DFWR�$JHQW´ 

 
Amendments to PFRS 9 and PFRS 7, Amendments to the Classification and Measurement of Financial 
Instruments  
 
The amendments cover the following areas:  

 
� Derecognition of a financial liability settled through electronic transfer ± the amendments allow 

entities to discharge a financial liability settled in cash using an electronic payment system if specific 
criteria are met, and apply the derecognition option to all settlements made through the same 
system. 

  
� Classification of financial assets:  

  
x Contractual terms that are consistent with a basic lending arrangement ± the amendments 

outline how entities can evaluate whether contractual cash flows of a financial asset align 
with a basic lending arrangement, illustrating this through examples of financial assets with 
or without principal and interest payments. 
 

x Assets with non-recourse features ± the term 'non-recourse' is enhanced, defining a 
financial asset has non-UHFRXUVH�IHDWXUHV�LI�DQ�HQWLW\¶V�XOWLPDWH�ULJKW�WR�UHFHLYH�FDVK�IORZV�
is contractually limited to the cash flows generated by specified assets.  

 
x Contractually linked instruments ± the amendments clarify that not all transactions with 

multiple debt instruments meet classification criteria, and that instruments in the underlying 
pool can include financial instruments not covered by classification requirements.  

 
� There are amendments in the required disclosure for financial assets and liabilities with contractual 

terms that reference a contingent event and equity instruments classified at fair value through other 
comprehensive income. The amendments are effective for annual reporting periods beginning on 
or after January 1, 2026. Earlier application of either all the amendments at the same time or only 
the amendments to the classification of financial assets is permitted.  
 
An entity is required to apply the amendments retrospectively. An entity is not required to restate 
prior periods to reflect the application of the amendments, but may do so if, and only if, it is possible 
to do so without the use of hindsight. 

 
The Group is currently assessing the impact of adopting these standards on its consolidated financial 
statements. 
 
Effective beginning on or after January 1, 2027 
 
PFRS 18, Presentation and Disclosure in Financial Statements 
 
The new standard impacts the classification of profit or loss items (i.e. into operating, investing, and 
financing categories) and the presentation of subtotals in the statement of profit or loss (i.e. operating profit, 
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and profit before financing and income taxes). The new standard also changes the aggregation and 
disaggregation of information presented in the primary financial statements and in the notes. It also 
introduces required disclosures about management-defined performance measures. 
 
PFRS 19, Subsidiaries without Public Accountability: Disclosures 
PFRS 19 allows eligible entities to provide reduced disclosures compared to the requirements in other 
PFRS accounting standards. Entities that elect PFRS 19 are still required to apply the recognition, 
measurement and presentation requirements of other PFRS accounting standards. 
 
An entity may elect to apply the PFRS 19 if at the end of reporting period:  

� It is a subsidiary as defined in PFRS 10, Consolidated Financial Statements;  
� It does not have public accountability; and  
� It has a parent (either ultimate or intermediate) that prepares consolidated financial statements, 

available for public use, which comply with PFRS accounting standards. An eligible entity (including 
an intermediate parent) can apply PFRS 19 in its consolidated, separate or individual financial 
statements. PFRS 19 is applicable for both annual and interim reporting. PFRS 19 is effective 
beginning on or after January 1, 2027, with early application permitted. 

 
The Group is currently assessing the impact of adopting this standard on its consolidated financial 
statements. 
 
PFRS 17, Insurance Contracts  
 
PFRS 17 sets out the requirements that an entity should apply in reporting information about insurance 
contracts it issues and reinsurance contracts it holds. It requires an entity that issues insurance contracts 
to report them on the balance sheet as the total of the fulfilment cash flows and the contractual service 
margin. It requires an entity to provide information that distinguishes two ways insurers earn profits from 
insurance contracts: the insurance service result and the financial result. It requires an entity to report as 
insurance revenue the amount charged for insurance coverage when it is earned, rather than when the 
entity receives premium. It requires that insurance revenue to exclude the deposits that represent the 
investment of the policyholder, rather than an amount charged for services. Similarly, it requires the entity 
to present deposit repayments as settlements of liabilities rather than as insurance expense.  
 
PFRS 17 is effective for annual periods beginning on or after January 1, 2027. However, all Mutual Benefits 
Associations (MBAs) doing business in the Philippines is effective beginning on or after January 1, 2030. 
Early application is permitted for entities that apply PFRS 9, Financial Instruments and PFRS 15, Revenue 
from Contracts with Customers on or before the date of initial application of PFRS 17.  
 
An entity shall apply PFRS 17 retrospectively unless impracticable, except that an entity is not required to 
present the quantitative information required by paragraph 28(f) of PAS 8, Accounting Policies, Changes in 
Accounting Estimates and Errors and an entity shall not apply the option in paragraph B115 for periods 
before the date of initial application of PFRS 17. If, and only if, it is impracticable, an entity shall apply either 
the modified retrospective approach or the fair value approach. 
 
Amendments to PFRS 17, Insurance Contracts  
 
The amendments cover the following areas:  

� Insurance acquisition cash flows for renewals outside the contract boundary;  
� Reinsurance contracts held - onerous underlying insurance contracts;  
� Reinsurance contracts held - underlying insurance contracts with direct participation features; and  
� Recognition of the contractual service margin in profit or loss in the general model.  

 
The amendments are effective to annual reporting periods beginning on or after January 1, 2027. However, 
all Mutual Benefits Associations (MBAs) doing business in the Philippines is effective beginning on or after 
January 1, 2030. 
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$PHQGPHQW�WR�3)56�����,QLWLDO�$SSOLFDWLRQ�RI�3)56����DQG�3)56���ʊ�&RPSDUDWLYH�,QIRUPDWLRQ� 
 
The amendment is a transition option relating to comparative information about financial assets presented 
on initial application of PFRS 17. The amendment is aimed at helping entities to avoid temporary accounting 
mismatches between financial assets and Insurance contract liabilities, and therefore Improve the 
usefulness of comparative information for users of financial statements. PFRS 17 incorporating the 
amendment is effective for annual reporting periods beginning on or after January 1, 2027. However, all 
Mutual Benefits Associations (MBAs) doing business in the Philippines is effective beginning on or after 
January 1, 2030. 
 
Deferred effectivity 
 
Amendments to PFRS 10, Consolidated Financial Statements, and PAS 28, Sale or Contribution of Assets 
between an Investor and its Associate or Joint Venture 
 
The amendments address the conflict between PFRS 10 and PAS 28 in dealing with the loss of control of 
a subsidiary that is sold or contributed to an associate or joint venture. The amendments clarify that a full 
gain or loss in recognized when a transfer to an associate or joint venture involves a business as defined 
in PFRS 3. Any gain or loss resulting from the sale or contribution of assets that does not constitute a 
EXVLQHVV��KRZHYHU��LV�UHFRJQL]HG�RQO\�WR�WKH�H[WHQW�RI�XQUHODWHG�LQYHVWRUV¶�LQWHUHVWV�LQ the associate of joint 
venture. 
 
On January 13, 2016, the Financial Reporting Standards Council deferred the original effective date of 
January 1, 2026 of the said amendments until the IASB completes its broader review of the research project 
on equity accounting that may result in the simplification of accounting for such transactions and of other 
aspects of accounting for associates and joint ventures. 
 
The revised, amended, and additional disclosures or accounting changes provided by the standards and 
interpretations will be included in the financial statements in the year of adoption, if applicable. 
 
7KH�VWDQGDUG�LV�QRW�H[SHFWHG�WR�KDYH�VLJQLILFDQW�LPSDFW�RQ�WKH�*URXS¶V�ILQDQFLDO�UHSRUWLQJ� 
 
Current versus non-current classification 
 
The Group presents assets and liabilities in the consolidated statements of financial position based on 
current/non-current classification. 
 
An asset as current when it is: (a) expected to be realized or intended to be sold or consumed in normal 
operating cycle; (b) primarily held for the purpose of trading; (c) expected to be realized within twelve 
months after the reporting period; or (d) cash or cash equivalent unless restricted from being exchanged or 
used to settle a liability for at least twelve months after the reporting period. 
 
A liability is current when it is: (a) expected to be settled in normal operating cycle; (b) held primarily for the 
purpose of trading; (c) due to be settled within twelve months after the reporting period, or (d) There is no 
unconditional right to defer settlement of the liability for at least twelve months after the reporting period. 
 
The Group classifies all other assets and liabilities as noncurrent. Deferred tax assets and liabilities are 
classified as noncurrent. 
 
Financial Instruments 
 
Recognition and Initial Measurement. A financial instrument is any contract that gives rise to a financial 
asset of one entity and a financial liability or equity instrument of another entity. 
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A Group recognizes a financial asset or a financial liability in the consolidated statements of financial 
position when it becomes a party to the contractual provisions of the instrument. 
 
Regular way purchases or sales of financial assets are accounted for at settlement date, i.e., the date that 
an asset is delivered to or by the Group. Financial instruments are classified as liabilities or equity in 
accordance with the substance of the contractual arrangement. Interest, dividends, gains and losses 
relating to a financial instrument classified as a liability are reported as expense or income. Distributions to 
holders of financial instruments classified as equity are charged directly to equity. 
 
A financial asset (unless a receivable without a significant component) or financial liability is initially 
measured at the fair value of the consideration given or received. The initial measurement of financial 
instruments, except for those designated as at fair value through profit or loss (FVPL), includes transaction 
costs. A receivable without a significant financing component is initially measured at the transaction price. 
 
Financial Assets 
 
The Group classifies financial assets at initial recognition, and subsequently measured at amortized cost, 
fair value through other comprehensive income (FVOCI) and FVPL. The classification depends on the 
contractual cash flow characteristics of the financial assets and the business model of the Group for 
managing the financial assets. 
 
Subsequent to initial recognition, financial assets are not reclassified unless the Group changes the 
business model for managing financial assets. All affected financial assets are reclassified on the first day 
of the reporting period following the change in the business model. 
 
The business model refers to how the Group managers the financial assets in order to generate cash flows. 
The business model determines whether cash flows will result from collecting contractual cash flows, selling 
the financial assets, or both. 
 
The Group considers the following information in assessing the objective of the business model in which a 
financial asset is held at a portfolio level, which reflects the way the business is managed and information 
is provided to the management: 
 

� the stated policies and objectives for the portfolio and the operation of those policies in practice; 
 

� how the performance of the portfolio is evaluated and reported to the Group's management; 
 

� the risks that affect the performance of the business model (and the financial assets held within 
that business model) and how those risks are managed; 
 

� how employees of the business are compensated; and 
 

� the frequency, volume and timing of sales of financial assets in prior periods, the reasons for such 
sales and expectations about future salary activity. 
 

� Transfers of financial assets to third parties in transactions that do not qualify for derecognition are 
QRW�FRQVLGHUHG�VDOHV� IRU� WKLV�SXUSRVH��FRQVLVWHQW�ZLWK� WKH�*URXS¶V�FRQWLQXLQJ� UHFRJQLWLRQ�RI� WKH�
assets. Financial assets that are held for trading or are managed and whose performance is 
evaluated on a fair value basis are measured at FVTPL. 

 
The Group considers the contractual terms of the instrument in assessing whether the contractual cash 
flows are solely payments of principal and interest. For the purposes of this assessment, "principal" is 
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defined as the fair value of the financial asset on initial recognition. "Interest" is defined as consideration for 
the time value of money and for the credit risk associated with the principal amount outstanding during a 
particular period of time and for other basis lending risks and costs (e.g. liquidity risk and administrative 
costs), as well as profit margin. The assessment includes whether the financial asset contains a contractual 
term that could change the timing or amount of the contractual cash flows such that it would not meet these 
conditions. The Group considers the following in making the assessment: 
 

� contingent events that would change the amount or timing of cash flows; 
 

� terms that may adjust the contractual coupon rate, including variable rate features; 
 

� prepayment and extension features; and 
 

� terms that limit the Group's claim to cash flows from specified assets. 
 
A prepayment feature is consistent with the solely payments of principal and interest criterion if the 
prepayment amount substantially represents unpaid amounts of principal and interest on the principal 
amount outstanding, which may include reasonable additional compensation for early termination of the 
contract. Additionally, for a financial asset acquired at a discount or premium to its contractual par amount, 
a feature that permits or requires prepayment at an amount that substantially represents the contractual 
par amounts plus accrued (but unpaid) contractual interest (which may also include reasonable additional 
compensation for early termination) is treated as consistent with this criterion if the fair value of the 
prepayment feature is insignificant at initial recognition. 
 
For purposes of subsequent measurement, financial assets are classified in the following categories: 
financial assets at amortized cost, financial assets at FVOCI (with or without recycling of cumulative gains 
and losses) and financial assets at FVPL. 
 
The Group has no financial assets at FVPL as at June 30, 2025 and 2024, and December 31, 2024. 
 
Financial Assets at Amortized Cost. A financial asset is measured at amortized cost if it meets both of the 
following conditions and is not designated at FVPL: 
 

� it is held within a business model whose objective is to hold assets to collect contractual cash flows; 
and 
 

� its contractual terms give rise on specified dates to cash flows that are solely payments of principal 
and interest on the principal amount outstanding. 

 
Financial assets at amortized cost are subsequently measured using the effective interest method and are 
subject to impairment. Gains and losses are recognized in profit or loss when the financial asset is 
derecognized, modified or impaired. 
 
7KH�*URXS¶V�FDVK, receivables and refundable deposits are included under this category. 
 
Cash in banks are stated at face value. 
 
Financial Assets at FVOCI. Investments in debt instruments is measured at FVOCI if it meets both of the 
following conditions and is not designated as at FVTPL: 

� it is held within a business model whose objective is achieved by both collecting contractual cash 
flows and selling financial assets; and 
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� its contractual terms give rise on specified dates to cash flows that are solely payments of principal 
and interest on the principal amount outstanding. 
 

At initial recognition of an investment in equity instrument that is not held for trading, the Group may 
irrevocably elect to present subsequent changes in the fair value in OCI. This election is made on an 
instrument-by-instrument basis. 
 
All financial assets not classified as measured at amortized cost or FVOCI as described above are 
measured at FVTPL. This includes all derivative financial assets. On initial recognition, the Group may 
irrevocably designate a financial asset that otherwise meets the requirements to be measure at amortized 
cost or at FVOCI as at FVTPL if doing so eliminates or significantly reduces an accounting mismatch that 
would otherwise arise. 
 
Financial assets at FVOCI are subsequently measured at fair value. Changes in fair value are recognized 
in other comprehensive income. 
 
Interest income calculated using the effective interest method, foreign exchange gains and losses and 
impairment on investment in equity instruments are recognized in profit or loss. When investment in debt 
instrument at FVOCI is derecognized, the related accumulated gains and losses previously reported in the 
consolidated statements of changes in equity are transferred to and recognized in profit or loss.   
 
Dividends earned on holding an investment in equity instrument are recognized as dividend income in the 
consolidated statement of comprehensive income when the right to receive the payment has been 
established, unless unless the dividend clearly represents a recovery of part of the cost of the investment.  
 
When investment in equity instruments at FVOCI is derecognized, the accumulated gains or losses 
previously reported in the consolidated statements of changes in equity are never reclassified to profit or 
loss. 
 
7KH�*URXS¶V�LQYHVWPHQWV�LQ�HTXLW\�LQVWUXPHQWV�DUH�FODVVLILHG�XQGHU�WKLV�FDWHJRU\�� 
 
Financial Liabilities 
 
The Group classifies its financial liabilities, at initial recognition, in the following categories: financial 
liabilities at FVPL and other financial liabilities. The Group determines the classification of it financial 
liabilities at initial recognition. All financial liabilities are recognized initially at fair value and, in the case of 
loans and borrowings, net of directly attributable transaction costs. 
 
As at June 30, 2025, and 2024, and December 31, 2024, the Group has no financial liabilities at FVPL. 
 
Other Financial Liabilities. This category pertains to financial liabilities that are not designated or classified 
as at FVPL. After initial measurement, other financial liabilities are carried at amortized cost using the 
effective interest method. Amortized cost is calculated by taking into account any premium or discount and 
any directly attributable transaction costs that are considered an integral part of the effective interest rate 
RI� WKH� OLDELOLW\�� 7KH� HIIHFWLYH� LQWHUHVW� UDWH� DPRUWL]DWLRQ� LV� LQFOXGHG� LQ� ³LQWHUHVW� H[SHQVH´� DFFRXQW in the 
consolidated statements of comprehensive income. Gains and losses are recognized in the consolidated 
statements of comprehensive income when the liabilities are derecognized as well as through the 
amortization process. 
 
Debt issue costs are considered as an adjustment to the effective yield of the related debt as are deferred 
and amortized using the effective interest method. When a loan is paid, the related unamortized debt issue 
costs at the date of repayment are recognized in the consolidated statements of comprehensive income. 
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7KH�*URXS¶V�WUDGH�SD\DEOHV�DQG�RWKHU�FXUUHQW�OLDELOLWLHV��DPRXQWV�RZHG�WR�UHODWHG�SDUWLHV��OHDVH�OLDELOLWLHV�
and borrowings are included under this category. 
 
Derecognition of Financial Assets and Liabilities 
 
Financial Assets. A financial asset (or, where applicable, a part of a financial asset or part of a group of 
similar financial assets) is derecognized when: 
 

� the rights to receive cash flows from the asset have expired; 
 

� the Group has transferred its right to receive cash flows from the asset, or has assumed an 
REOLJDWLRQ� WR� SD\� WKHP� LQ� IXOO� ZLWKRXW� PDWHULDO� GHOD\� WR� D� WKLUG� SDUW\� XQGHU� D� ³SDVV-WKURXJK´�
arrangement; and either: (a) has transferred substantially all the risks and rewards of the asset, or 
(b) has neither transferred nor retained substantially all the risks and rewards of the asset, but has 
transferred control of the asset. 
 

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if and to what extent it has retained the risks and rewards of ownership. 
When it has neither transferred nor retained substantially all the risks and rewards of the asset nor 
transferred control of the asset, the Group continues to recognize the transferred asset to the extent of the 
*URXS¶V� FRQWLQXLQJ� LQYROYHPHQW�� In that case, the Group also recognizes the associated liability. The 
transferred asst and the associated liability are measured on the basis that reflects the rights and obligations 
that the Group has retained. 
 
Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the 
lower of the original carrying amount of the asset or the maximum amount of consideration that the Group 
is required to repay. 
 
Financial Liabilities. A financial liability is derecognized when the obligation under the liability is discharged 
or cancelled or has expired. When an existing financial liability is replaced by another from the same lender 
on substantially different terms, or the terms of an existing liability are substantially modified, such an 
exchange or modification is treated as a derecognition of the original liability and the recognition of a new 
liability. The difference in the respective carrying amounts is recognized in the consolidated statements of 
comprehensive income. 
 
Impairment of Financial Assets 
 
The Group recognizes an allowance for Expected Credit Losses (ECLs) for all financial assets not held at 
FVPL. ECLs are based on the difference between the contractual cash flows due in accordance with the 
contract and all the cash flows that the Group expects to receive, discounted at an approximation of the 
original effective interest rate. The expected cash flows will include cash flows from credit enhancements 
that are integral to the contractual terms. 
 
ECLs are recognized under either a simplified or general approach, dependent on the nature of the related 
financial asset. 
 
Under the general approach, ECLs are recognized in two stages. For credit exposures for which there has 
not been a significant increase in credit risk since initial recognition, ECLs are provided for credit losses 
that result from default events that are possible within the next 12 months (a 12-month ECL). For those 
credit exposures for which there has been a significant increase in credit risk since initial recognition, a loss 
allowance is required for credit losses expected over the remaining life of the exposure, irrespective of the 
timing of the default (a lifetime ECL). 
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Under the simplified approach, the Group does not track changes in credit risk, but instead recognizes a 
loss allowance based on lifetime ECLs at each reporting date. The Group has established a provision matrix 
that is based on its historical credit loss experience, adjusted for forward looking factors specific to the 
debtors and the economic environment. 
 
For financial instruments with low credit risk such as cash in banks, the Group applies the low credit risk 
simplification. At every reporting date, the Group evaluates whether the debt instrument is considered to 
have low credit risk using all reasonable and supportable information that is available without undue cost 
or effort. In making that evaluation, the Group reassesses the internal credit rating of the financial instrument 
or the counterparty. 
 
The Group classifies a financial asset as in default when contractual cash flows are over 90 days past due. 
Notwithstanding this general criterion, in circumstances where such delays are attributable to administrative 
reconciliation issues²particularly those involving the verification of payment records with counterparties²
the asset may not be classified as in default, provided that substantive evidence supports the expectation 
of full recovery. However, in certain cases, the Group may also consider a financial asset to be in default 
when internal or external information indicates that the Group is unlikely to receive the outstanding 
contractual amounts in full before taking into account any credit enhancements held by the Group. A 
financial asset is written off when there is no reasonable expectation of recovering the contractual cash 
flows. 
 
The Group analyzes the creditworthiness of each customer before the payment and delivery terms and 
conditions are offered. Sales are made to customers with satisfactory credit history. The Group has credit 
criteria and observes several layers of credit approval before engaging a particular customer or 
counterparty. The review includes external ratings, when available, and in some cases bank references. 
Purchase limits are established for each customer and are reviewed on a regular basis.   
 
The Group ensures timely recognition of expected credit losses in accordance with the PFRS 9 wherein 
regular provisioning was being attested for sufficiency based on the existing data and analysis that aligns 
ZLWK�WKH�*URXS¶V�KLVWRULFDO�ORVV�H[SHULHQFH�DQG forward-looking assessments. 
 
A financial asset is written-off when there is no reasonable expectation of recovering the contractual cash 
flows. 
 
Classification of Financial Instruments between Liability and Equity 
 
Financial instruments are classified as liability or equity in accordance with the substance of the contractual 
arrangement. Interest, dividends, gains and losses relating to a financial instrument or a component that is 
a financial liability, are reported as expense or income. Distributions to holders of financial instruments 
classified as equity are charged directly to equity, net of any related income tax benefits. 
 
A financial instrument is classified as liability if it provides for a contractual obligation to: 
 

x deliver cash or another financial asset to another entity; 
 

x exchange financial assets or financial liabilities with another entity under conditions that are 
potentially unfavorable to the Group; or 

 
x satisfy the obligation other than by the exchange of a fixed amount of cash or another financial 

asset for a fixed number of own equity shares. 
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If the Group does not have an unconditional right to avoid delivering cash or another financial asset to settle 
its contractual obligation, the obligation meets the definition of a financial liability. 
 
The components of issued financial instruments that contain both liability and equity elements are 
accounted for separately, with the equity component being assigned the residual amount after deducting 
from the instrument as a whole or in part, the amount separately determined as the fair value of the liability 
component on the date of issue. 
 
Offsetting Financial Instruments 
 
Financial assets and financial liabilities are offset and the net amount is reported in the consolidated 
statements of financial position if, and only if, there is a currently enforceable legal right to offset the 
recognized amounts and there is an intention to settle on a net basis, or to realize the assets and settle the 
liabilities simultaneously. 
 
Business Combination  
 
Business combinations are accounted for using the acquisition method. The cost of an acquisition is 
measured as the aggregate of the consideration transferred, measured at acquisition date fair value, and 
the amount of any non-controlling interests in the acquiree. For each business combination, the Group 
elects whether to measure the non-controlling interests in the acquiree at fair value or at proportionate 
share of the acquiree's identifiable net assets. Acquisition-related costs are expensed as incurred and 
included as part of "Operating expenses" account in the consolidated statements of comprehensive income. 
 
When the Group acquires a business, it assesses the financial assets and financial liabilities assumed for 
appropriate classification and designation in accordance with the contractual terms, economic 
circumstances and pertinent conditions as at the acquisition date. 
 
If the business combination is achieved in stages, the acquisition date fair value of the acquirer's previously 
held equity interest in the acquiree is remeasured at the acquisition date fair value and any resulting gain 
or loss is recognized in the consolidated statements of comprehensive income. 
 
The Group measures goodwill at the acquisition date as: a) the fair value of the consideration transferred; 
plus b) the recognized amount of any non-controlling interests in the acquiree: plus c) if the business 
combination is achieved in stages, the fair value of the existing equity interest in the acquires; less d) the 
net recognized amount (generally fair value) of the identifiable assets acquired and liabilities assumed. 
When the excess is negative, a bargain purchase gain is recognized immediately in the consolidated 
statements of comprehensive income. Subsequently, goodwill is measured at cost less any accumulated 
impairment in value. Goodwill is reviewed for impairment, annually or more frequently, if events or changes 
in circumstances indicate that the carrying amount may be impaired. 
 
The consideration transferred does not include amounts related to the settlement of pre-existing 
relationships. Such amounts are generally recognized in the consolidated statements of comprehensive 
income. Costs related to the acquisition, other than those associated with the issuance of debt or equity 
securities that the Group incurs in connection with a business combination, are expensed as incurred. Any 
contingent consideration payable is measured at fair value at the acquisition date. If the contingent 
consideration is classified as equity, it is not remeasured and settlement is accounted for within equity. 
Otherwise, subsequent changes to the fair value of the contingent consideration are recognized in profit or 
loss. 
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� Goodwill in a Business Combination 
Goodwill acquired in a business combination is, from the acquisition date, allocated to each of the 
cash-generating units, or groups of cash-generating units that are expected to benefit from the 
synergies of the combination, irrespective of whether other assets or liabilities are assigned to those 
units or groups of units. Each unit or group of units to which the goodwill is allocated: 
 

� represents the lowest level within the Group at which the goodwill is monitored for internal 
management purposes; and 
 

� is not larger than an operating segment determined in accordance with PFRS 8, Operating 
Segments. 

 
Impairment is determined by assessing the recoverable amount of the cash-generating unit or group 
of cash-generating units, to which the goodwill relates. Where the recoverable amount of the cash-
generating unit or group of cash-generating units is less than the carrying amount, an impairment loss 
is recognized. Where goodwill forms part of a cash-generating unit or group of cash-generating units 
and part of the operation within that unit is disposed of, the goodwill associated with the operation 
disposed of is included in the carrying amount of the operation when determining the gain or loss on 
disposal of the operation. Goodwill disposed of in this circumstance is measured based on the relative 
values of the operation disposed of and the portion of the cash-generating unit retained. An impairment 
loss with respect to goodwill is not reversed. 
 

Inventories  
 
Inventories are stated at the lower of cost and net realizable value (NRV). Cost is determined on the basis 
of weighted average method. The cost of finished goods and work in process comprise raw materials used, 
direct labor costs and other direct costs and related production overheads (based on normal operating 
capacity). Materials and supplies are stated at invoice cost plus importation and other incidental charges. 
NRV is the estimated selling price in ordinary course of business less the estimated costs of completion 
and the estimated costs necessary to make the sale. 
 
Inventories are derecognized either when sold or written-off. Provision for inventory losses is set up, when 
necessary, based on a review of the movement and current condition of each inventory item. Provision for 
inventory losses is provided, where necessary, for obsolete, slow-moving and defective inventories 
principally using age and physical condition as indicators. The amount of written-down inventories to NRV 
and all fosses of inventories are recognized as expense in the period the write-down or loss occurs. The 
amount of any reversal of any write-down of inventories, arising from an increase in NRV, is recognized as 
a reduction in the amount of inventories recognized as an expense in the period in which the reversal 
occurs. 
 
Prepaid Expenses and Other Current Assets 
 
This account comprises of prepayments, prepaid taxes and input taxes. Prepayments are expenses paid 
in advance and recorded as assets before they are utilized. Prepayments that are expected to be realized 
for no more than 12 months after the reporting period are classified as current assets; otherwise these are 
classified as other noncurrent asset. 
 
Prepaid taxes pertain to the amount withheld by suppliers which can be applied against income tax due. It 
is carried at face value less allowance for unrecoverable tax credits. The Group maintains an allowance for 
the amount which can no longer be claimed or applied against income tax due. 
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Property and Equipment 
 
Property and equipment, except land, are recorded at cost less accumulated depreciation, and impairment 
losses, if any. The initial cost of property and equipment consists of its purchase, including import duties 
taxes and any directly attributable costs of bringing the asset to its working condition and location for its 
intended use. Land is stated at cost less any impairment in value. 
 
Subsequent costs are included in the asset's carrying amount or recognized as a separate asset as 
appropriate, only when it is probable that future economic benefits associated with the item will flow to the 
Group and the cost of the item can be measured reliably. The carrying amount of the replaced part is 
derecognized. All other repairs and maintenance costs are charged to profit or loss during the period in 
which these are incurred. 
 
Major renovations are depreciated over the remaining useful life of the related asset or to the date of the 
next major renovation, whichever is sooner. 
 
Construction in progress represents structures under construction and is stated at cost. This includes cost 
of construction and other direct costs. Borrowing costs that are directly attributable to the construction of 
qualifying property and equipment are capitalized during the construction period. Construction in progress 
is not depreciated until such time that the relevant assets are ready for use. 
 
Depreciation, which commences when the assets are available for their intended use, is calculated using 
the straight-line method over its estimated useful life as follows: 
 
 Number of Years 
Machinery and equipment  3-10 
Building and improvement 5-7 
Leasehold improvement 2 to 10 or lease term, whichever is shorter 
Transportation equipment  3-5 
Furniture, fixtures and equipment 3-5 

 
The asset's residual values, estimated useful lives and depreciation method are reviewed periodically, and 
adjusted if appropriate, at each reporting date to ensure that method and period of depreciation and are 
consistent with the expected pattern of economic benefits from items of property and equipment. 
 
The carrying amounts of property and equipment are reviewed for impairment when events or changes in 
circumstances indicate that the carrying amounts may not be recoverable. 
  
Fully depreciated assets are retained in the accounts until they are no longer in use. 
 
An item of property, and equipment is derecognized when either it has been disposed of or when it is 
permanently withdrawn from use and no future economic benefits are expected from its use or disposal. 
Any gain or loss arising from the retirement and disposal of an item of property, and equipment (calculated 
as the difference between the net disposal proceeds and the carrying amount of the asset) is recognized 
in the consolidated statements of comprehensive income in the period of retirement and disposal. 
 
Asset Held-for-Sale 
 
Assets are classified as assets held-for-sale and stated at the lower of carrying amount and fair value less 
costs to sell if their carrying amount is recovered primarily through a sale transaction rather than continuing 
use. When the sale is expected to occur beyond one year, the entity shall measure the costs to sell at their 
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present value. Any increase in the present value of the cost to sell that arises from the passage of time 
shall be presented as part of the operating expenses in profit or loss. 
 
An impairment loss is recognized for any initial or subsequent write-down of the asset to fair value less 
costs to sell. The Group recognizes a gain for any subsequent increase in fair value less costs to sell of an 
asset, not in excess of the cumulative impairment loss that has been recognized. 
 
Once classified as held-for-sale, property and equipment are no longer amortized or depreciated and any 
equity-accounted investee is no longer equity accounted. 
 
When changes to the plan of sale are made and the Group ceases to classify the asset as held-for-sale, 
the Group remeasures the asset at the lower of its carrying amount before the asset was classified as held-
for-sale, adjusted for any depreciation, amortization or revaluation that would have been recognized had 
the asset not been classified as held-for-sale, and its recoverable amount at the date of the subsequent 
decision not to sell. Gain or loss recognized on measurement of a non-current asset classified as held-for-
sale is presented under the operating income (expense) in the consolidated statements of comprehensive 
income. 
 
An item of asset held-for-sale is derecognized when either it has been disposed of or when it is permanently 
withdrawn from use and no future economic benefits are expected from its use or disposal. Any gain or loss 
arising on the retirement and disposal of an item of asset held-for-sale (calculated as the difference between 
the net disposal proceeds and the carrying amount of the asset) is included in profit or loss in the period of 
retirement or disposal.  
 
Impairment of Nonfinancial Assets  
 
The carrying amounts of prepaid expenses and other current assets, asset held-for-sale, right-of-use asset 
and property and equipment, are reviewed for impairment when events or changes in circumstances 
indicate that the carrying amount may not be recoverable. If any such indication exists, and if the carrying 
amount exceeds the estimated recoverable amount, the assets or cash-generating units are written down 
to their recoverable amounts. The recoverable amount of the asset is the greater of fair value less costs to 
sell and value in use. The fair value less costs to sell is the amount obtainable from the sale of an asset in 
an arm's length transaction between knowledgeable, willing parties, less costs of disposal. In assessing 
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount 
rate that reflects current market assessments of the time value of money and the risks specific to the asset. 
For an asset that does not generate largely independent cash inflows, the recoverable amount is 
determined for the cash-generating unit to which the asset belongs. Impairment losses are recognized in 
profit or loss in those expense categories consistent with the function of the impaired asset. 
 
An assessment is made at each reporting date as to whether there is any indication that previously 
recognized impairment losses may no longer exist or may have decreased. If such indication exists, the 
recoverable amount is estimated. A previously recognized impairment loss is reversed only if there has 
been a change in the estimates used to determine the asset's recoverable amount since the last impairment 
loss was recognized. If that is the case, the carrying amount of the asset is increased to its recoverable 
amount. That increased amount cannot exceed the carrying amount that would have been determined, net 
of depreciation, had no impairment loss been recognized for the asset in prior years. Such reversal is 
recognized in profit or loss. After such reversal, the depreciation charge is adjusted in future periods to 
allocate the asset's revised carrying amount, less any residual value, on a systematic basis over its 
remaining useful life. 
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Fair Value Measurements  
 
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. The fair value measurement is based 
on the presumption that the transaction to sell the asset or transfer the liability takes place either: (a) in the 
principal market for the asset or liability or (b) in the absence of a principal market. in the most advantageous 
market for the asset or liability. 
 
The principal or most advantageous market must be accessible to the Group. 
The fair value of an asset or liability is measured using the assumptions that market participants would use 
when pricing the asset or liability, assuming that market participants act in their economic best interest. 
The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient 
data are available to measure fair value, maximizing the use of relevant observable inputs and minimizing 
the use of unobservable inputs. 
 
All assets and liabilities for which fair value is measured or disclosed in the consolidated financial 
statements are categorized within the fair value hierarchy, described as follows, based on the lowest level 
input that is significant to the fair value measurement as a whole: 
 

� Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities; 
� Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset  

 or liability, either directly or indirectly; and 
� Level 3: inputs for the asset or liability that are not based on observable market data. 

 
For assets and liabilities that are recognized in the consolidated financial statements on a recurring basis. 
the Group determines whether transfers have occurred between levels in the hierarchy by re-assessing the 
categorization at the end of each reporting period. 
 
For purposes of fair value disclosures, the Group has determined classes of assets and liabilities on the 
basis of the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy. 
 
Employee Benefits  
 
Short-term Employee Benefits 
Short-term employee benefits are expensed as the related service is provided. A liability is recognized for 
the amount expected to be paid if the Group has a present legal or constructive obligation to pay this amount 
as a result of past service provided by the employee and the obligation can be estimated reliably. 
 
Retirement Benefits 
 
The Group's net obligation in respect of the defined benefits plan is calculated by estimating the amount of 
the future benefit that employees have earned in the current and prior periods, discounting that amount and 
deducting the fair value of any plan assets. 
 
The calculation of defined benefit obligation is performed on a periodic basis by a qualified actuary using 
the projected unit credit method. When the calculation results in a potential asset for the Group, the 
recognized asset is limited to the present value of economic benefits available in the form of any future 
refunds from the plan or reductions in future contributions to the plan. 
 
The Group recognizes gains and losses on the settlement of a defined benefit plan when the settlement 
occurs. 
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Remeasurements of the net defined retirement obligation or asset, excluding net interest, are recognized 
immediately in other comprehensive income. Such remeasurements are not reclassified to profit or loss in 
subsequent periods. Net defined retirement benefit obligation or asset comprise actuarial gains and losses, 
the return on plan assets, excluding interest, and the effect of the asset ceiling, if any. The Group determines 
the net interest expense or income on the net defined retirement obligation or asset for the period by 
applying the discount rate used to measure the defined benefit retirement obligation at the beginning of the 
annual period to the then-net defined retirement obligation or asset, taking into account any changes in the 
net defined benefit retirement obligation or asset during the period as a result of contributions and benefit 
payments. 
 
Net interest expense and other expenses related to defined benefit plans are recognized in profit or loss. 
 
When the benefits of a plan are changed or when a plan is curtailed, the resulting change in benefit that 
relates to past service or the gain or loss on curtailment is recognized immediately in profit or loss. 
 
Capital Stock 
 
Capital stock consists of common shares and is classified as equity Incremental costs directly attributable 
to the issuance of common shares are recognized as a deduction from equity. net of any tax effects. 
 
Additional Paid-in Capital  
 
Additional paid-in capital represents the excess of consideration received over the par value of capital stock. 
 
Retained Earnings (Deficit)  
 
Retained earnings (deficit) represent the accumulated net income or losses, net of any dividend 
distributions and other capital adjustments. 
 
Revenue Recognition  
 
The Group recognizes revenue from contract with customers when control of the goods or services are 
transferred to the customer at an amount that reflects the consideration to which the Company expects to 
be entitled in exchange for these goods or services, excluding amounts collected on behalf of third parties. 
 
The transfer of control can occur over time or at a point in time. Revenue is recognized at a point in time 
unless one of the following criteria is met, in which case it is recognized over time: (a) the customer 
simultaneously receives and consumes the benefits as the Group performs its obligations; (b) the Group's 
performance creates or enhances an asset that the customer controls as the asset is created or enhanced; 
or (c) the Group's performance does not create an asset with an alternative use to the Group and the Group 
has an enforceable right to payment for performance completed to date. 
 
The Group assesses its revenue arrangements to determine if it is acting as principal or agent. The Group 
has concluded that it acts as a principal as it controls the goods or services before transferring to the 
customer. 
 
The following specific recognition criteria must also be met before revenue is recognized: 
 
Revenue from Product Sales 
The Group manufactures and sells a wide range of paper, cartons and packaging materials in the domestic 
and international markets. Revenue from product sales is recognized at the point in time when control of 
the goods is transferred to the buyer, which is normally upon delivery of the goods. Trade discounts are 
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determined at inception of the contract and is not subject to variability. Returns do not result to significant 
variable consideration. The general payment terms with customers are cash upon order and credit terms 
which generally ranges from 30 to 90 days from invoice date. 
 
Service income 
Service income is recognized at a point in time when the performance of contractually agreed task has 
been rendered and control over the service has been transferred to the customer. General payment terms 
are on an average of 30 days from invoice date. 
 
Rent Income 
Rent income from operating leases are recognized in profit or loss on a straight-line basis over the term of 
the lease agreement. Lease incentives granted are recognized as an integral part of the total rent income 
over the term of the lease. 
  
Dividend income 
Dividend income is recognized when the right to receive the payment is established. 
 
Interest income 
Interest income is recognized as the interest accrues, taking into account the effective yield on the asset. 
 
Other income 
Other Income is recognized when earned. 
 
Cost and Expenses  
 
Costs and expenses are decreases in economic benefits during the reporting period in the form of outflows 
or decrease of assets or incurrence of liabilities that result in decrease in equity, other than those relating 
to distributions to equity participants. Expense is recognized when incurred. Cost and expenses are 
recognized when incurred are presented in profit or loss using function of expense method. 
 
Borrowing Costs 
 
Borrowing costs directly attributable to the acquisition or construction of an asset that necessarily takes a 
substantial period of time to get ready for its intended use are capitalized as part of the cost of the respective 
assets. All other borrowing costs are expensed in the period they occur. 
 
Leases 
 
At inception of a contract, the Group assesses whether a contract is, or contains, a lease. A contract is, or 
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of 
time in exchange for consideration. To assess whether a contract conveys the right to control the use of an 
identified asset for a period of time, the Group assesses whether, throughout the period of use: 
 

� the Group has the right to obtain substantially all the economic benefits from use of the identified 
asset, and 
 

� the Group has the right to direct the use of the identified asset. 
 
Group as Lessor 
 
The Group determines at lease inception whether each lease is a finance lease or an operating lease. 
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To classify each lease, the Group makes an overall assessment of whether the lease transfers substantially 
all of the risks and rewards incidental to ownership of the underlying asset. If this is the case, the lease is 
classified as a finance lease; if not, it is classified as an operating lease. As part of the assessment, the 
Group considers certain indicators such as whether the lease is for the major part of the economic life of 
the asset. 
 
When the Group is an intermediate lessor, it accounts for the head lease and the sublease separately. It 
assesses the lease classification of a sublease with reference to the right-of-use asset arising from the 
head lease. If a head lease is a short-term lease to which the Group applies the recognition exemption, it 
classifies the sublease as an operating lease. 
 
If an arrangement contains lease and non-lease components, the Group applies PFRS 15, Revenue from 
Contracts with Customers to allocate the consideration in the contract. 
 
The Group recognizes lease payments received under operating leases as rent income on a straight-line 
basis over the lease term. 
 
Group as Lessee 
 
The Group recognizes a right-of-use asset and a lease liability at the lease commencement date (i.e., the 
date the underlying asset is available for use). The right-of-use asset is initially measured at cost, which 
comprises the initial amount of the lease liability adjusted for any lease payments made at or before the 
commencement date, plus any initial direct costs incurred and an estimate of costs to dismantle and remove 
the underlying asset or to restore the underlying asset or the site on which it is located, less any lease 
incentives received. 
 
The right-of-use asset is subsequently depreciated using the straight-line method from the commencement 
date to the earlier of the end of the useful life of the right-of-use asset or the end of the lease term. In 
addition, the right-of-use asset is periodically reduced by losses, if any, and adjusted for certain 
remeasurements of the lease liability. 
 
The lease liability is initially measured at the present value of the lease payments that are not paid at the 
commencement date. discounted using the interest rate implicit in the lease or, if that rate cannot be readily 
determined, the Group's incremental borrowing rate. Generally, the Group uses its incremental borrowing 
rate as the discount rate. 
 
Lease payments included in the measurement of the lease liability comprise of the following: 

 
� fixed payments, including in-substance fixed payments, less any lease incentives receivable: 

 
� variable lease payments that depend on an index or a rate, initially measured using the index or 

rate as at the commencement date; 
 

� amounts expected to be payable under a residual value guarantee: and 
 

� the exercise price under a purchase option that the Group is reasonably certain to exercise, lease 
payments in an optional renewal period if the Group is reasonably certain to exercise an extension 
option, and penalties for early termination of a lease unless the Group is reasonably certain not to 
terminate early. 

 
The lease liability is measured at amortized cost using the effective interest method. The carrying amount 
of the lease liability is remeasured when there is a change in future lease payments arising from a change 
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in an index or rate, a change in the estimate of the amount expected to be payable under a residual value 
guarantee, or a change in the assessment of whether a purchase or extension option is reasonably certain 
to be exercised or a termination option is reasonably certain not to be exercised. 
 
When the lease liability is remeasured, a corresponding adjustment is made to the carrying amount of the 
right-of-use asset, or is recognized in profit or loss if the carrying amount of the right-of-use asset has been 
reduced to zero. 
 
The Group has elected not to recognize right-of-use assets and lease liabilities for short-term leases (i.e., 
lease that has a lease term of 12 months or less from the commencement date and does not contain a 
purchase option) and leases of low-value assets. The Group recognizes the lease payments associated 
with these leases as expense on a straight-line basis over the lease term. 
 
Foreign Currency Transactions and Translation  
 
Transactions and Balances 
 
Foreign currency transactions are translated into the functional currency using the exchange rates 
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement 
of such transactions and from the translation at year-end exchange rate of outstanding monetary assets 
and liabilities denominated in foreign currencies are recognized in profit or loss under other 
expenses/income. 
 
Taxes 
 
Income tax expense for the year is composed of current and deferred tax. Income tax expense is recognized 
in profit or loss except to the extent that it relates to items recognized directly in equity or other 
comprehensive income, in which case it is recognized in equity or other comprehensive income. The Group 
periodically evaluates positions taken in the tax returns with respect to situations in which applicable tax 
regulations are subject to interpretations and establishes provisions where appropriate. 
 
Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or 
substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years. 
 
Deferred tax is recognized using the liability method in respect of temporary differences between the 
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation 
purposes. 
 
Deferred tax liabilities are recognized for all taxable temporary differences, except: 

 
� where the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability 

in a transaction that is not a business combination and, at the time of the transaction, affects neither 
the accounting profit nor taxable profit or loss; and 
 

� with respect to taxable temporary differences associated with investments in shares of stock of 
subsidiaries, associates and interests in joint ventures, where the timing of the reversal of the 
temporary differences can be controlled and it is probable that the temporary differences will not 
reverse in the foreseeable future. 
 

Deferred tax assets are recognized for all deductible temporary differences, carryforward benefits of unused 
tax credits - Minimum Corporate Income Tax (NICIT) and unused tax losses - Net Operating Loss Carry 
Over (NOLCO), to the extent that it is probable that taxable profit will be available against which the 
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deductible temporary differences, and the carryforward benefits of MCIT and NOLCO can beutilized, 
except: 
 

� where the deferred tax asset relating to the deductible temporary difference arises from the initial 
recognition of an asset or liability in a transaction that is not a business combination and, at the 
time of the transaction, affects neither the accounting profit nor taxable profit or loss; and 
 

� with respect to deductible temporary differences associated with investments in shares of stock of 
subsidiaries, associates and interests in joint ventures, deferred tax assets are recognized only to 
the extent that it is probable that the temporary differences will reverse in the foreseeable future 
and taxable profit will be available against which the temporary differences can be utilized. 

 
The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent 
that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred 
tax asset to be utilized. Unrecognized deferred tax assets are reassessed at each reporting date and are 
recognized to the extent that it has become probable that future taxable profit will allow the deferred tax 
asset to be recover. 
 
The measurement of deferred tax reflects the tax consequences that would follow the manner in which the 
Group expects, at the end of the reporting period, to recover or settle the carrying amount of its assets and 
liabilities. 
 
Deferred tax assets and liabilities are offset, if a legally enforceable right exists to set off current tax assets 
against current tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation 
authority. 
 
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when 
the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or 
substantively enacted at the reporting date. 
 
Value-added Tax (VAT). Revenues, expenses and assets are recognized net of the amount of VAT, except: 
 

� where the tax incurred on a purchase of assets or services is not recoverable from the taxation 
authority, in which case the tax is recognized as part of the cost of acquisition of the asset or as 
part of the expense item as applicable; and 
 

� receivables and payables that are stated with the amount of tax included 
 
The net amount of tax recoverable from, or payable to, the taxation authority is included as part of "Prepaid 
expenses and other current assets" or "Trade payables and other current liabilities" accounts in the 
consolidated statements of financial position. 
 
Related Party Transactions 
 
Parties are considered to be related if one party has the ability, directly or indirectly, to control the other 
party or exercise significant influence over the other party in making financial and operating decisions. 
Parties are also considered to be related if they are subject to common control and significant influence. 
Related parties may be individuals or corporate entities. 
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Operating Segments 
 
The Group's operating segments are organized and managed separately according to the nature of the 
products and services provided, with each segment representing a strategic business unit that offers 
different products and serves different markets. 
  
SCPC was the only operating subsidiary of the Parent Company prior to the acquisition of SMPC. SCPC's 
activity after it ceased its packaging operations in 2006 is limited to leasing of properties. SMPC, on the 
other hand, was acquired on December 29, 2020. As such, SMPC's results of operations in 2020 were 
considered as pre-acquisition and were not consolidated in the consolidated statements of comprehensive 
income. Given the foregoing, SCPC's leasing business with SMPC represents the only reportable segment 
of the Group in 2020 and 2019. Following the acquisition of SMPC in 2020, the Group has only one business 
segment which is related to SMPC's packaging business. 
 
Basic and Diluted Earnings Per Share (EPS)  
 
Basic EPS is computed by dividing the net income for the period attributable to equity holders of the Parent 
Company by the weighted-average number of issued and outstanding common shares during the period. 
 
For the purpose of computing diluted EPS, the net income for the period attributable to equity holders of 
the Parent Company and the weighted-average number of issued and outstanding common shares are 
adjusted for the effects of all potential dilutive instruments. 
 
Provisions 
 
Provisions are recognized when: (a) the Group has a present obligation (legal or constructive) as a result 
of past events; (b) it is probable (Le., more likely than not) that an outflow of resources embodying economic 
benefits will be required to settle the obligation; and (c) a reliable estimate of the amount of the obligation 
can be made. Where some or all of the expenditure required to settle a provision is expected to be 
reimbursed by another party, the reimbursement is recognized as a separate asset only when it is virtually 
certain that reimbursement will be received. The amount recognized for the reimbursement shall not exceed 
the amount of the provision. Provisions are reviewed at each reporting date and adjusted to reflect the 
current best estimate. 
If the effect of the time value of money is material, provisions are determined by discounting the expected 
future cash flows at a pre-tax rate that reflects current market assessment of the time value of money and 
the risks specific to the liability. Where discounting is used, the increase in the provision due to the passage 
of time is recognized as interest expense. 
 
Contingencies 
 
Contingent liabilities are not recognized in the consolidated financial statements but are disclosed in the 
notes to the consolidated financial statements unless the possibility of an outflow of resources embodying 
economic benefits is remote. Contingent assets are not recognized in the consolidated financial statements 
but are disclosed in the notes to the consolidated financial statements when an inflow of economic benefits 
is probable. 
 
Events After the Reporting Date 
 
Post year-end events that provide additional information about the Group's position at the reporting date 
(adjusting events) are recognized in the consolidated financial statements. Post year-end events that are 
not adjusting events are disclosed in the notes to the consolidated financial statements when material. 
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4. Management's Use of Judgments, Estimates and Assumptions 
 
The preparation of the consolidated financial statements in accordance with PFRS requires management 
to make judgments, estimates and assumptions that affect the application of accounting policies and the 
amounts of assets, liabilities, income and expenses reported in the consolidated financial statements at the 
reporting date. However, uncertainty about these judgments, estimates and assumptions could result in an 
outcome that could require a material adjustment to the carrying amount of the affected asset or liability in 
the future. 
 
Judgments and estimates are continually evaluated and are based on historical experience and other 
factors: including expectations of future events that are believed to be reasonable under the circumstances. 
Revisions are recognized in the period in which the judgments and estimates are revised and in any future 
period affected. 
 
Judgments  
 
In the process of applying the accounting policies, management has made the following judgments, apart 
from those involving estimations, which have the most significant effect on the amounts recognized in the 
consolidated financial statements: 
 
Functional Currency. Based on the economic substance of the underlying circumstances relevant to the 
Group, the functional currency has been determined to be the Philippine Peso It is the currency that mainly 
influences the sales price of services of the Group and the costs of providing these services. 
 
Incremental Borrowing Rate on Leases. The Group cannot readily determine the interest rate implicit in the 
leases. Therefore, it uses its relevant incremental borrowing rate to measure lease liabilities. 
 
The incremental borrowing rate is the rate of interest that the Group would have to pay to borrow over a 
similar term, and with a similar security, the funds necessary to obtain an asset of a similar value to the 
right-of-use asset in a similar economic environment. The incremental borrowing rate, therefore, reflects 
what the Group would have to pay, which requires estimation when no observable rates are available and 
to make adjustments to reflect the terms and conditions of the lease. The Group estimates the incremental 
borrowing rate using observable inputs (such as market interest rates) when available and is required to 
consider certain contract and entity-specific estimates. 
 
Determining the Lease Term of Contracts with Renewal Options - Company as Lessee. The Group has a 
lease contract that include extension options. At lease commencement date, the Group applies judgment 
in evaluating whether it is reasonably certain to exercise the option to renew the lease by considering all 
relevant factors that create an economic incentive for it to exercise the renewal option. The Group 
reassesses whether it is reasonably certain to exercise the options if there is a significant event or change 
in circumstances within its control. 
 
Classification of Financial Instruments. The Group exercises judgments in classifying financial instrument, 
or its component parts, on initial recognition as a financial asset, a financial liability, or an equity instrument 
in accordance with the substance of the contractual arrangement and the definitions of a financial asset, a 
financial liability or an equity instrument. The substance of a financial instrument, rather than its legal form, 
governs its classification in the consolidated statements of financial position. 
 
The Group uses its judgment in determining the classification of financial assets based on its business 
model in which assets are managed and their cash flow characteristics. 
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Business Model. The Group makes an assessment of the objective of the business model in which a 
financial asset is held at a portfolio level because this best reflects the way the business is managed, and 
information is provided to the management. The information considered includes: 
 

� the stated policies and objectives for the portfolio and the operation of those policies in practice. 
These include whether management's strategy focuses on earning contractual interest income, 
maintaining a particular interest rate profile, matching the duration of the financial assets to the 
duration of any related liabilities or expected cash outflows or realizing cash flows through the sale 
of the assets; 
 

� how the performance of the portfolio is evaluated and reported to the Group's management; 
 

� the risks that affect the performance of the business model (and the financial assets held within 
that business model) and how those risks are managed; 
 

� how managers of the business are compensated - e.g. whether compensation is based on the fair 
value of the assets managed or the contractual cash flows collected: and 
 

� the frequency, volume and timing of sales of financial assets in prior periods, the reasons for such 
sales and expectations about future salary activity. 

 
Cash Flow Characteristics - Payments of Principal and Interest. For the purposes of this assessment, 
"principal' is defined as the fair value of the financial asset on initial recognition. "Interest" is defined as 
consideration for the time value of money and for the credit risk associated with the principal amount 
outstanding during a particular period of time and for other basis lending risks and costs (e.g. liquidity risk 
and administrative costs), as well as profit margin. 
 
In assessing whether the contractual cash flows are solely payments of principal and interest, the Group 
considers contractual terms of the instrument. This includes assessing whether the financial asset contains 
a contractual term that could change the timing or amount of the contractual cash flows such that it would 
not meet these conditions. In making this assessment, the Group considers: 
 

� contingent events that would change the amount or timing of cash flows; 
 

� terms that may adjust the contractual coupon rate, including variable rate features: 
 

� prepayment and extension features; and 
 

� terms that limit the Group's claim to cash flows from specified assets (e.g. non-recourse features). 
 
The Group determines that the business model for financial assets at amortized cost is held to collect 
contractual cash flows and meets the solely principal and interest criterion as at June 30, 2025, and 2024, 
and December 31, 2024. 
 
Determining whether the Group is Acting as a Principal or Agent in a Revenue Transaction. The 
determination of whether the Group acts as a principal or agent in a contract is made by identifying each 
specified service promised to the customers in the contract and evaluating whether the Group obtains 
control of the specified service before it is transferred to the customer. 
 
The Group determined that it acts as a principal in its revenue transactions. 
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Measurement of Fair Values. A number of the Group's accounting policies and disclosures require the 
measurement of fair values, for both financial and non-financial assets and liabilities. 
 
The Group uses market observable data when measuring the fair value of an asset or liability. Fair values 
are categorized into different levels in a fair value hierarchy based on the inputs used in the valuation 
techniques (Note 3). 
 
If the inputs used to measure the fair value of an asset or a liability might be categorized in different levels 
of the fair value hierarchy, then the fair value measurement is categorized in its entirety in the same level 
of the fair value hierarchy based on the lowest level input that is significant to the entire measurement. 
 
The Group recognizes transfers between levels of the fair value hierarchy at the end of the reporting period 
during which the change has occurred. 
 
Estimates and Assumptions  
 
The key estimates and assumptions used in the consolidated financial statements are based upon 
management's evaluation of relevant facts and circumstances as of the date of the consolidated financial 
statements. Actual results could differ from such estimates. 
 
Acquisition Accounting. At the time of acquisition, the Group considers whether the acquisition represents 
an acquisition of a business or a group of assets. The Group accounts for an acquisition as a business 
combination if it acquires an integrated set of business processes in addition to the group of assets 
acquired. 
  
The Group accounts for acquired businesses using the acquisition method of accounting which requires 
that the assets acquired and the liabilities assumed are recognized at the date of acquisition based on their 
respective fair values. 
 
The application of the acquisition method requires certain estimates and assumptions concerning the 
determination of the fair values of acquired assets as well as liabilities assumed at the acquisition date. 
Moreover, the useful lives of the acquired intangible assets, if any, and property and equipment have to be 
determined. Accordingly, for significant acquisitions, the Group obtains assistance from valuation 
specialists. The valuations are based on information available at the acquisition date. 
 
The Group has determined that the acquisition of SMPC represents a business due to the presence of the 
integrated set of activities acquired. 
 
Assessment for ECL on Receivables. The Group. applying the simplified approach in the computation of 
ECL, initially uses a provision matrix based on historical default rates for trade and other receivables. The 
Group also uses appropriate groupings if its historical credit loss experience show significantly different 
loss patterns for different customer segments. The Group then adjusts the historical credit loss experience 
with forward-looking information on the basis of current observable data affecting each customer segment 
to reflect the effects of current and forecasted economic conditions. 
 
The Group adjusts historical default rates to forward-looking default rate by determining the closely related 
economic factor affecting each customer segment. The Group regularly reviews the methodology and 
assumptions used for estimating ECL to reduce any differences between estimates and actual credit loss 
experience. The determination of the relationship between historical default rates and forecasted economic 
conditions is a significant accounting estimate. 
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The Group has assessed that the forward-looking default rate component of its ECL on receivables are not 
material because substantial amount of receivables has been collected. Moreover, based on management's 
assessment, current conditions and forward-looking information does not indicate a significant increase in 
credit risk exposure of the Group from its receivables. 
 
Assessment for ECL on Other Financial Assets at Amortized Cost. The Group determines the allowance 
for ECL using general approach based on the probability-weighted estimate of the present value of all cash 
shortfalls over the expected life of financial assets at amortized cost. ECL is provided for credit losses that 
result from possible default events within the next 12-months unless there has been a significant increase 
in credit risk since initial recognition in which case ECL is provided based on lifetime ECL. 
 
When determining if there has been a significant increase in credit risk, the Group considers reasonable 
and supportable information that is available without undue cost or effort and that is relevant for the 
particular financial instrument being assessed such as, but not limited to, the following factors: 
 

� Actual or expected external and internal credit rating downgrade; 
 

� Existing or forecasted adverse changes in business, financial or economic conditions; and 
 

� Actual or expected significant adverse changes in the operating results of the borrower. 
 
The Group has assessed that the ECL on other financial assets at amortized cost is not material because 
the transactions with respect to these financial assets were entered into by the Group only with reputable 
banks. Accordingly, no additional provision for ECL on other financial assets at amortized cost was 
recognized in June 30, 2025, and 2024 and December 31, 2024. The carrying amounts of financial assets 
at amortized cost are as follows: 
 
 30-Jun-2025 31-Dec-2024 30-Jun-2024 
Cash in banks P117,095 P67,152 P84,364 
Receivables 818,946 737,367 986,518 
Refundable security deposits 12,720 17,675 15,212 
 P948,761 P822,194 P1,086,094 

 
Estimating Allowance for Inventory Obsolescence. The Group's inventories are written down to their net 
realizable value (NRV) whenever their NRV fall below carrying amounts due to physical damage, 
obsolescence or adverse changes in prices. In determining NRV, management considers estimated selling 
price of inventories less the estimated costs of completion and the estimated costs necessary to make the 
sale. 
 
Estimation of Useful Lives of Property and Equipment. The Groups estimates the useful lives of property 
and equipment based on the period over which the assets are expected to be available for use. The 
estimated useful lives of property and equipment are reviewed periodically and are updated if expectations 
differ from previous estimates due to physical wear and tear, technical or commercial obsolescence and 
legal or other limits on the use of the assets. 
 
In addition, estimation of the useful lives of property and equipment is based on collective assessment of 
industry practice, internal technical evaluation and experience with similar assets. It is possible, however, 
that future financial performance could be materially affected by changes in estimates brought about by 
changes in factors mentioned above. The amounts and timing of recorded expenses for any period would 
be affected by changes in these factors and circumstances. A reduction in the estimated useful lives of 
property and equipment would increase recorded costs and expenses and decrease noncurrent assets. 
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Determination of Impairment of Nonfinancial Assets - PFRS requires that an impairment review be 
performed on prepaid expenses and other current assets; asset held-for-sale, right-of-use asset and 
property and equipment when events or changes in circumstances indicate that the carrying amount may 
not be recoverable. Determining the recoverable amounts of these assets requires the estimation of cash 
flows expected to be generated from the continued use and ultimate disposition of such assets. While it is 
believed that the assumptions used in the estimation of fair values reflected in the consolidated financial 
statements are appropriate and reasonable, significant changes in these assumptions may materially affect 
the assessment of recoverable amounts and any resulting impairment loss could have a material adverse 
impact on the financial performance. 
 
Based on the assessment of the Group, certain nonfinancial assets are to be provided with allowance for 
impairment. 
 
Present Value of Defined Benefit Retirement Obligation. The present value of the defined benefit retirement 
obligation depends on a number of factors that are determined on an actuarial basis using a number of 
assumptions. 
 
The Group determines the appropriate discount rate at the end of each reporting period. It is the interest 
rate that should be used to determine the present value of estimated future cash outflows expected to be 
required to settle the retirement obligations. In determining the appropriate discount rate, the Group 
considers the interest rates on government bonds that are denominated in the currency in which the benefits 
will be paid. The terms to maturity of these bonds should approximate the terms of the related retirement 
obligation. 
 
Other key assumptions for the defined benefit retirement obligation are based in part on current market 
conditions. 
 
While it is believed that the Group's assumptions are reasonable and appropriate, significant differences in 
actual experience or significant changes in assumptions may materially affect the Group's defined benefit 
retirement obligation. 
 
Estimation of Realizability of Deferred Tax Assets. The Group reviews its deferred tax assets at each 
reporting period and reduces the carrying amount to the extent that it is no longer probable that sufficient 
taxable profit will be available to allow all or part of the deferred tax assets to be utilized. The Group's 
assessment on the recognition of deferred tax assets on deductible temporary differences and carry-
forward benefits of NOLCO is based on the projected taxable income in the following periods. 
 
Deferred tax assets of STN and SCPC have not been recognized as at June 30, 2025, and 2024 and 
December 31, 2024, because management believes that it is not probable that future taxable profit will be 
available against which the deferred tax assets may be utilized. 
 
Provisions and Contingencies. The Group, in the ordinary course of business, sets up appropriate 
provisions for its present legal or constructive obligations, if any, in accordance with its policies on 
provisions and contingencies in recognizing and measuring provisions, management takes risk and 
uncertainties into account. 
 
The Group has not recognized any provisions in 2025 and 2024. 
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5. Cash 
 

This account consists of: 
 30-Jun-2025 31-Dec-2024 30-Jun-2024 
Cash in banks P117,095 P67,152 P84,364 
Cash on hand 110 110 90 
 P117,205 P67,262 P84,454 

 
 
6. Receivables 
 

This account consists of: 
 30-Jun-2025 31-Dec-2024 30-Jun-2024 
Trade receivables P572,200 P569,662 1,016,845 
Non-trade receivables 342,954 275,113 27,789 
 915,154 844,775 1,044,634 
Less allowance for impairment losses on:    
Trade receivables - third parties (96,208) (107,408) (58,116) 
 P818,946 P737,367 P986,518 

 
Trade receivables are non-interest bearing and are generally with 30 to 90-day term. 
 
Non-trade receivables pertain to reimbursements of costs incurred on behalf of entity under 
common control. 
 
The movements in the allowance for impairment losses is as follows: 
 30-Jun-2025 31-Dec-2024 30-Jun-2024 
Balance at beginning of year P107,408 P77,523 P77,523 
Allowance during the year 6,125 29,885 - 
Reversal of provision for loss on receivables (17,325) - (19,407) 
Balance at end of year P96,208 P107,408 P58,116 

 
For the period ended June 30, 2025, the Group recovered a provision for loss amounting to P17.33 
million and recognized an additional provision for expected credit losses amounting to P6.13 
million. 
 
For the year ended December 31,2024, the Group recognized additional provision for expected 
credit losses amounting to P29.87 million which was attributed to the increase of overdue accounts 
in 2024 arising from 2023 billings. 

 
 
7. Inventories 
 

Inventories stated at lower of cost and NRV consist of: 
 30-Jun-2025 31-Dec-2024 30-Jun-2024 
Raw Materials P1,748,088 P2,312,028 P1,329,481 
Work-in-process 36,215 36,858 27,146 
Materials and supplies 222,709 208,209 188,950 
Finished goods 93,464 91,562 59,521 
 P2,100,476 2,648,657 P1,605,098 
Less allowance for inventory write-down (3,337) (3,337) (11,410) 
 P2,097,139 P2,645,320 P1,593,688 
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The movements in the allowance for for inventory write-down is as follows: 
 
 30-Jun-2025 31-Dec-2024 30-Jun-2024 
Balance at beginning of year P3,337 P26,819 P26,819 
Allowance during the year - - - 
Reversal of provision for loss on inventories - (23,482) (15,409) 
Balance at end of year P3,337 P3,337 P11,410 

 
In 2024, the Group has updated the estimated among its inventories which resulted to the reversal 
RI� DOORZDQFH� IRU� LQYHQWRU\� ORVVHV� DPRXQWLQJ� WR� ଑������� PLOOLRQ� DWWULEXWHG� WR� WKH� LQFUHDVH� RI�
estimated net realizable value as compared to the carrying value of inventories as of December 31, 
2024. No additional provision for inventory losses was recognized for the periods ended June 30, 
2025, and 2024 and December 31, 2024. 

 
 
8. Prepaid Expenses and Other Current Assets 
 

This account consists of: 
 

 30-Jun-2025 31-Dec-2024 30-Jun-2024 
Creditable withholding taxes P109,081 P87,102 P58,590 
Prepaid importation charges 104,428 72,498 273,380 
Input VAT ± net 7,880 14,887 P128,204 
Refundable security deposits 11,226 16,185 13,475 
Advances to suppliers 2,177 1,863 1,863 
Prepaid insurance 5,516 7,917 9,723 
Other prepayments 11,842 9,531 10,150 
 252,150 209,983 495,385 
Less allowance for impairment losses (1,843) (1,843) (1,843) 
 P250,307 P208,140 P493,542 

 
CUHGLWDEOH� ZLWKKROGLQJ� WD[HV�ZLWKKHOG� E\� WKH�*URXS¶V� FXVWRPHUV� FDQ� EH� DSSOLHG� DJDLQVW� IXWXUH�
income tax liability. Prepaid importation charges pertain to advance payments to various suppliers 
of imported paper rolls. 
 
Input VAT represents accumulated input taxes from purchases of goods and services for business 
operations which can be applied against future output VAT. 
 
Refundable security deposits pertain to cash deposits on container vans and leases of warehouse 
and office space. Security deposits on container vans are refundable upon return of container vans 
while security deposits on leases are refundable at the end of the lease period. 
 
 Other prepayments include prepaid expenses for the period. 
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9. Property and Equipment 
 

The movements and balances of property and equipment as at June 30, 2025, and 2024, and December 31, 2024 are as follows: 
 

 
 

Particulars Land 

Machinery 
and 

Equipment 
Leasehold 

Improvements 
Transportation 

Equipment 

Furniture, 
Fixtures and 

Equipment 
Building and 

Improvements 
Construction 

in Progress Total 
Cost         
December 31, 2023 P185,587 P637,366 P42,381 P22,709 P16,396 P346,268 P45,261 P1,295,968 
Additions - 51,567 8,550 1,177 4,521 1,400 122,759 189,974 
Disposals  - - - - - - - - 
June 30, 2024 185,587 688,933 50,931 23,886 20,917 347,668 168,020 1,485,942 
         
December 31, 2023 185,587 637,366 42,381 22,709 16,396 346,268 45,261 1,295,968 
Additions - 80,897 13,462 1,177 6,260 1,400 133,399 236,595 
Disposals - - - - - - - - 
Adjustments  - 135,390 4,345 - 1,245 (2,250) (140,980) (2,250) 
December 31, 2024 185,587 853,653 60,188 23,886 23,901 345,418 37,680 1,530,313 
Additions 11,370 18,604 4,775 1,236 2,442 676 7,790 46,892 
Disposals  - - - - - - - - 
June 30, 2025 196,957 872,257 64,963 25,122 26,343 346,094 45,470 1,577,205 
         
Accumulated 
Depreciation  

        

December 31, 2023 - 363,935 30,967 10,628 9,547 105,506 - 520,583 
Depreciation - 41,358 1,865 1,860 1,467 31,585 - 78,135 
Disposals - - - - - - - - 
June 30, 2024 - 405,293 32,832 12,488 11,014 137,091 - 598,718 
         
December 31, 2023 - 363,935 30,967 10,628 9,547 105,506 - 520,583 
Depreciation - 104,856 6,178 3,766 4,157 63,008  181,965 
Disposals - - - - - - - - 
Adjustments - - - - - (328) - (328) 
December 31, 2024 - 468,791 37,145 14,394 13,704 168,186 - 702,220 
Depreciation - 50,004 3,310 1,680 2,177 31,580 - 88,751 
Disposals - - - - - - - - 
June 30, 2025 - 518,795 40,455 16,074 15,881 199,766 - 790,971 
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Carrying amount         
June 30, 2024 P185,587 P283,640 P18,099 P11,398 P9,903 P210,577 P168,020 P887,224 
December 31, 2024 P185,587 P384,862 P23,043 P9,492 P10,197 P177,232 P37,680 P828,093 
June 30, 2025 P196,957 P353,462 P24,508 P9,048 P10,462 P146,328 P45,470 P786,234 

 
The land and improvements thereon in San Vicente, Davao del Norte and land in Carmen, Davao del Norte are subject to mortgage under 
the Omnibus Loan and Security Agreement (OLSA) entered by the SCPC, SMPC and another affiliate in 2021 (Note 15). As at June 30, 
2025, and 2024, and December 31, 2024, the aggregate carrying amount of mortgaged land and improvements amounted to P185.587 
million. 
 
In 2024, the cost and accumulated depreciation of Building and Improvements were reduced by P2.25 million and P328 thousand, 
respectively, as a result of decrease in its value due to earthquake. Insurance claims amounted to P1.829 million, resulting to a loss of P94 
thousand. 
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10. Investments in Equity Instruments 
 

The account consists of investments in shares of stock of utility companies and golf/country club 
memberships which were designated as financial assets at FVOCI. 
 
The movements in investments in equity instruments are as follows: 
 
 30-Jun-2025 31-Dec-2024 30-Jun-2024 
Cost    
Balance at beginning of year P163,293 P133,852 P129,226 
Additions 6,352 44,715 10,848 
Disposals - (15,275) (911) 
Adjustments - - 8,022 
Balance at end of year 169,645 163,292 147,184 
Changes in Fair Value    
Balance at beginning of year 17,700 6,003 6,003 
Changes in fair value 13,901 16,093 6,033 
Transfers of fair value reserve for 

investments in equity instruments 
designated at FVOCI  (4,396) - 

Balance at end of year 31,601 17,700 12,036 
 P201,246 P180,992 P159,221 

 
 
11. Other Noncurrent Assets 
 

This account pertains to refundable security deposits. 
 
 
12. Trade Payables and Other Current Liabilities 
 

This account consists of: 
 
 30-Jun-2025 31-Dec-2024 30-Jun-2024 
Trade payables P235,104 P225,476 P229,502 
Payable to bank 214,179 768,732 608,193 
Advances from customers 177,656 411,986 354,849 
Accrued expenses 287,448 432,208 572,661 
Deferred output VAT 49,563 142,040 187,914 
Payable to government agencies 7,232 15,402 14,732 
Others 1,164 13,688 262 
 P972,346 P2,009,532 P1,968,113 

 
Trade payables generally have 30-day term and includes interest-bearing letter of credits with terms 
ranging from 90 to 180 days. 

 
Payables to bank pertain to trust receipts transaction with banks used to purchase imported paper 
with terms of 60 to 180 days. Interest expense on letter of credits recognized in profit or loss 
DPRXQWHG� WR� ଑5.2 million and ଑6.7 million, for the periods ended June 30, 2025, and 2024, 
UHVSHFWLYHO\��DQG�଑15.77 million for the year ended December 31, 2024. 
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Advances from customers pertain to advance payments made by customers for purchase of goods. 
 

Accrued expenses mainly pertain to accrued charges from Bureau of Customs for raw materials 
importation, payable to other tolling customers and suppliers for paper purchases. 
 

 
13. Loans and Borrowings 
 

This account consists of: 
 

 30-Jun-2025 31-Dec-2024 30-Jun-2024 
 
Local bank loan: 

   

Short-term loans P1,890,648 P1,239,780 P764,384 
Net of current portion 335,426 389,368 452,757 

 P2,226,074 P1,629,148 P1,217,141 
 

Short-term Loans 
 
Short-term loans from local banks are unsecured, peso-denominated promissory notes intended 
for additional working capital requirements of the SMPC. These are payable within six months and 
bear annual interest rates ranging from 5.75% to 6.25% for the periods ended June 30, 2025 and 
2024, and from 5.75% to 6.50% for the year ended December 31, 2024. 

 
For the period ended June 30, 2025 and for the year ended December 31, 2024, the capitalizable 
borrowing cost amounted to ଑0.32 million, and ଑4.096 million, and the capitalizable borrowing rate 
is at 4.23% and 3.23%, respectively. 

 
Omnibus Loan and Security Agreement (OLSA)  
 
On November 29, 2021, the SCPC, SMPC, and another affiliate, collectively as Borrowers, entered 
into an Omnibus Loan and Security Agreement (OLSA) with a local bank. The loan has seven-year 
term and up to an aggregate amount of P2 billion or its U.S_ Dollar equivalent. The proceeds of the 
loan will be used to finance the purchase by the Borrowers of the subject assets as described in 
Section 1 of Part C of the OLSA. The loan drawdown will enable the Borrowers to purchase the 
subject properties and to operate the Dole Philippines Inc. (DPI) box plant property in Davao. 
 
The loan has floating interest rate based on the prevailing market rate at each repricing date, with 
a one-time option to fix. The loan is secured by mortgaged properties as described in Part C, 
Section 3.02 and enumerated in Schedule II of the OLSA, and future receivables of the Borrowers, 
and guaranteed by the major shareholders of the Parent Company. 
 
The other essential elements of the OLSA, among others, are summarized below: 
 
a) The Borrowers are entitled to a grace period on principal payments for the first 12 months 

reckoned from the initial drawdown and shall pay only interest on the loan amount. At the end 
of the 13th month from the initial drawdown date, the Borrowers shall commence payment of 
the principal and interest. The principal payments shall be made in 72 equal monthly 
amortizations beginning on the 13th month from the initial drawdown date. 
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b) The Borrowers shall pay interest on the outstanding advance monthly in arrears at the interest 
rate on each interest payment for the interest period. The interest rate on the advance payment 
shall be the prevailing market rate as of the repricing date. 
 

c) The Borrowers shall not sell, lease, transfer, grant or otherwise dispose all or substantially all 
of its properties and assets, except for leases entered into with any of the Borrower's affiliates 
for the lease of DPI Box Plant and Printing Plant. 
 

d) Cross default and cross acceleration provision as an event of default. This is when the 
Borrower defaults in the payment of principal or interest or commits violation of any terms and 
conditions, or accelerate or permit acceleration, of any agreement and the lender believes that 
the breach or violation will adversely and materially affect the Borrower's operations or ability 
to perform its obligation under the OLSA. 
 

e) No new borrowing, unless with consent of the lenders. 
 

f) Creditor's consent for change in material ownership in the borrowers and mortgagors. 
 

g) Standard covenants, representations and warranties 
 
In December 2021, the SCPC initially availed of the loan amounting to $2,588,000 equivalent to 
P130.401 million for the purchase of land (Note 11). 
 
On January 24, 2022, the SCPC availed the second and final drawdown of the loan amounting to 
$9,087,396. 
 
As at November 29, 2022, the loan has been fully drawn by the SCPC and an affiliate. 
 
In accordance with Part B, Section 5.01 (m) of the OLSA, the Borrowers are required to maintain 
debt to service coverage ratio of at least 1.25x, a total debt-to-equity ratio of 1.5 to 1, and a debt to 
EBITDA of no more than three times. The SCPC has failed to comply with the financial ratios 
indicated in the OLSA as at December 31, 2021. The OLSA provides that default provisions, other 
than payment default, are remediable within 30 days after written notice from the lender of such 
failure to comply with the terms or covenant in the OLSA. 
 
As at December 31, 2024, and 2023, the Borrowers have not received any notice of default from the 
lender that will trigger the non-compliance with financial ratios an event of default. On February 17, 
2025 and April 1, 2024, upon the request of SCPC, SCPC received a letter from the lender confirming 
that the bank did not declare SCPC in default under the OLSA notwithstanding their non-compliance 
with the required financial ratios as at December 31, 2024, and 2023, respectively. 
 
Transaction cost on loan availment pertaining to documentary stamp tax paid in 2021 amounted to 
P4.522 million, of which P1.002 million relates to initial drawdown in 2021 and recorded as deduction 
from loans payable, and the remaining balance of P3.520 million relates to final drawdown in January 
2022 recorded as part of Prepaid taxes. 
 
The related interest expense on these loans UHFRJQL]HG�LQ�SURILW�RU�ORVV�DPRXQWHG�WR�଑61.29 million 
DQG�଑36.24 PLOOLRQ�IRU�WKH�SHULRGV�HQGHG�-XQH�����������DQG�������UHVSHFWLYHO\��DQG�଑75.36 million 
for the year ended December 31, 2024. 
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Changes in liabilities from financing activities are as follows: 
 

 30-Jun-2025 31-Dec-2024 30-Jun-2024 
Balance at beginning of year P1,629,148 P1,410,365 P1,410,365 
Additions to borrowings 2,518,000 2,042,435 675,000 
Payments to borrowings (1,921,403) (1,824,969) (868,224) 
Amortized discount 329 1,317 - 
 P2,226,074 P1,629,148 P1,217,141 

 
 

14. Equity 
 
Capital Stock 
Capital stock as at June 30, 2025 and 2024, and December 31, 2024 consists of: 

No. of 
 Common Par Value Amounts in 

 Shares Per Share Thousand 
Authorized 2,000,000,000 1 P2,000,000 

Issued and Outstanding 1,418,812,081 1 P1,418,812 
 
On July 17, 2019, the BOD and Stockholders of the Parent Company approved the acquisition of 
shares of SMPC through a share swap transaction wherein all shareholders of SMPC will exchange 
all their shares in SMPC for shares of the Parent Company. On the same date, the BOD and 
Stockholders also approved the conversion of loans from Greenkraft and Roxburgh into common 
shares in STN (Notes 1 and 15). The said approvals were reconfirmed on November 19, 2020. 
 
To accommodate the transactions discussed above, the BOD and Stockholders approved the 
amendment of the AOI to increase the authorized capital stock from P1 billion, divided into one billion 
common shares to P2 billion, divided into two billion common shares with par value of P1 per share. 
 
On December 29, 2020, the SEC approved the increase in authorized capital stock of the Parent 
Company. On the same date, the Parent Company issued 269.250,000 shares to the shareholders 
of SMPC in exchange for all of their shareholdings to the latter. The Parent Company also issued 
149,562,081 shares to its lenders effecting the debt-to-equity conversion. 
 
Expenses incurred that are directly attributable to the issuance of shares. net of related tax benefit, 
amounted to P6.21 million. Such amount was deducted against additional paid-in capital in 2020. 
 
Additional Paid-in Capital  
 
The Parent Company's loans were restructured in October 2010 and the 123,817,953 unissued 
shares amounting to P123.82 million were issued to a creditor to settle portion of the loan amounting 
to P247.63 million. The excess of the amount settled over the amount of issued shares (P123.81 
million) was recognized as part of additional paid-in capital (Note 1). 
 
Earnings Per Share 
 
Basic earnings per common share in centavos for the 6 months ended June 30, 2025, and 2024, and 
year ended December 31, 2024 is calculated as follows: 
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 30-Jun-2025 31-Dec-2024 30-Jun-2024 
Net income(loss) P27,426 P100,159 P94,958 
Divided by weighted average number 

of common shares, in thousands 1,418,812 1,418,812 1,418,812 

Basic and diluted earnings(loss) per share P0.0193 P0.0706 P0.0669 
 
There are no dilutive shares used in the computation of the earnings per shares, hence, basic 
earnings per share is the same with the dilutive earnings per share. 
 
 

15. Revenues 
 
Recognition of each revenue stream is as follows: 
 

 30-Jun-2025 31-Dec-2024 30-Jun-2024 
Products sold at point in time P1,632,964 P3,257,753 P1,663,335 
Services transferred over time - 19,395 19,062 
 P1,632,964 P3,277,148 P1,682,397 

 
7KH�&RPSDQ\¶V�GLVDJJUHJDWLRQ�RI�HDFK�VRXUFH�RI�SURGXFW�VDOHV�LV�SUHVHQWHG�EHORZ� 
 
 30-Jun-2025 31-Dec-2024 30-Jun-2024 
Local sales  P1,098,625 P2,490,344 P1,227,998 
Indirect export sales 493,487 701,303 398,678 
Sales of scrap 40,852 117,991 36,659 
Sales discount - (51,885) - 
 P1,632,964 P3,257,753 P1,663,335 

 
 

16. Cost of Sales and Services 
 
This account consists of: 
 

 30-Jun-2025 31-Dec-2024 30-Jun-2024 
Cost of sales P1,389,990 P2,730,498 P1,392,683 
Cost of services - 6,191 7,658 
 P1,389,990 P2,736,689 P1,400,341 

 
Cost of Sales 
Details of the account as follows: 
 

 30-Jun-2025 31-Dec-2024 30-Jun-2024 
Cost of sales    
Raw materials, beg P2,312,027 P1,768,884 P1,768,884 
Add: Purchases 548,940 2,789,186 671,050 
Total raw materials 2,860,967 4,558,070 2,439,934 
Less: Raw materials, end (1,748,088) (2,312,027) (1,329,481) 
Raw materials used 1,112,879 2,246,043 1,110,453 
Direct labor 29,828 40,918 19,734 
Factory overhead 248,542 466,704 230,397 
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Cost of Services 
Details of the account as follows: 
 

 
Details of factory overhead for the years ended  
 

 30-Jun-2025 31-Dec-2024 30-Jun-2024 
Indirect materials used P96,235 P186,339 P90,842 
Depreciation and amortization 61,171 112,287 35,623 
Indirect labor 37,779 63,858 49,916 
Supplies 20,888 39,071 14,319 
Utilities 10,235 24,691 21,758 
Insurance 9,424 15,162 648 
Repairs and maintenance 4,866 9,712 5,621 
Outside services 3,640 7,319 3,675 
Warehousing cost 3,223 4,997 2,265 
Fuel and oil 306 633 330 
Taxes and licenses 156 42 101 
Rent 15 188 2,936 
Others 604 2,405 2,363 

 P248,542 P466,704 P230,397 

Total manufacturing cost 1,391,249 2,753,665 1,360,584 
Add: Work-in-process, beg 36,858 33,915 36,898 
Total goods available for manufacturing 1,428,107 2,787,580 1,397,482 
Less: Work-in-process, end (36,215) (36,858) (27,146) 
Total goods manufactured 1,391,892 2,750,722 1,370,336 
Add: Finished goods, beg 91,562 71,338 81,868 
Total goods available for sale 1,483,454 2,822,060 1,452,204 
Less: Finished goods, end (93,464) (91,562) (59,521) 

 P1,389,990 P2,730,498 P1,392,683 

 30-Jun-2025 31-Dec-2024 30-Jun-2024 
Cost of services:    
Materials used P- P2,369 P2,243 
Rent - 6 1,554 
Indirect labor - 1,188 1,233 
Depreciation and amortization - 825 880 
Supplies - 445 354 
Utilities - 568 537 
Repairs and maintenance - 139 139 
Salaries, wages and benefits - 455 487 
Outside services - 82 91 
Warehousing cost - 56 56 
Insurance - 27 16 
Fuel and oil - 8 8 
Taxes and licenses - 2 2 
Others - 21 58 
 P- P6,191 P7,658 
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17. Operating Expenses 
 
This account consists of: 

 
 30-Jun-2025 31-Dec-2024 30-Jun-2024 

Salaries, wages and employee benefits P42,892 P86,184 38,775 
Depreciation 31,267 77,133 41,634 
Delivery expense 30,182 67,510 33,945 
Insurance, taxes and licenses 29,069 50,338 23,169 
Utilities 17,209 26,638 12,973 
Professional fees, outside services 
        and legal fees 13,836 36,271 26,501 
Repairs and maintenance 2,845 4,726 1,449 
Transportation and travel 2,338 4,972 2,155 
Representation and entertainment 1,796 1,194 1,404 
Office and Computer supplies 1,243 3,571 2,454 
Fines and penalties 684 6,293 - 
Listing Fees 576 1,535 920 
Rent expense 386 182 744 
Publication fees 123 185 185 
Reversal of previously recognized  
        inventory write-down - (23,482) (15,409) 
Provison for (Reversal of) impairment  
        losses of receivables (11,200) 29,885 (19,407) 
Miscellaneous 4,715 7,738 3,883 
 P167,961 P380,873 P155,37 

 
Other expenses includes commissions and incentives to third parties, photocopy expenses, 
advertising, bank charges, and other miscellaneous expenses. 
 
 

18. Other Income (Charges) 
 
This account consists of: 

 30-Jun-2025 31-Dec-2024 30-Jun-2024 
    
Dividend Income P6,512 P6,791 P5,017 
Interest Income 31 56 26 
Realized gain/loss on change in foreign  
        exchange rate (7,378) 3,887 20,719 
Unrealized foreign exchange gains (losses) (999) 11,838 - 
Loss due to earthquake - (94) - 
Others 30,427 53,897 16,019 
    
Total P28,593 P76,375 P41,781 
 
Others include penalty charges and interest income for late payment of receivables, and income from 
recovered property of TPC at fair market value as a result of its merger with SCPC (Note 9).
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19. Related Party Transactions 
 
In the normal course of business, the Group has transactions and balances with its related parties. All material related party transactions are 
subject to approval by the BOD. Material related party transactions pertain to those transactions, either individually or in aggregate over a 12-
PRQWK�SHULRG��WKDW�H[FHHG�����RI�WKH�*URXS¶V�WRWDO�DVVHWV�EDVHG�RQ�WKH�ODWHVW�DXGLWHG�ILQDQFLDO�VWDWHPHQWV� All other related party transactions 
that are considered not material are approved by management. 
 
The balances and transactions with related parties for the period ended June 30, 2025 and for the year ended December 31, 2024 are as follows: 
 

Category Year Note 
Amount of 

Transaction 

Trade and 
other 

receivables 

Trade payables 
and other 

current 
liabilities 

Due to  
Related 
Parties Terms Conditions 

         
Entities under Common Control         
Reimbursements 2024  P- P87 P- P- Collectible on demand; non-

interest bearing 
Unsecured;   
no impairment  2025  P- P12 P- P- 

         
Other Related Parties      

Lease and warehousing costs 2024  6,993 - 7,250 - Payable on demand; non-
interest bearing 

Unsecured;   
no impairment  2025  2,482 - 7,650 - 

Purchases 2024  16,098 - 100,214 - Payable on demand; non-
interest bearing 

Unsecured;   
no impairment  2025  3,143 - 82,835 - 

Sales 2024  74,255 84,666 - - Collectible on demand; non-
interest bearing 

Unsecured;   
no impairment  2025  27,617 89,779 - - 

Advances from customers 2024  412,621 - 309,282 - Payable on demand; non-
interest bearing 

Unsecured;   
no impairment  2025  100,000 - 129,746 - 

Advances 2024  - - - 43,453 Payable on demand; non-
interest bearing 

Unsecured;   
no impairment  2025  - - - 43,453 

Key Management Personnel         
Short-term benefits 2024  18,030 - - - Payable on demand;  Unsecured  
 2025  8,924 - - - Payable on demand;  Unsecured  
TOTAL 2024   P84,753 P416,746 P43,453   
TOTAL 2025   P89,791 P 190,895 P43,453   
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a. Amounts owed to related parties consist mainly of non-interest-bearing advances for working 
capital requirements with no definite repayment dates.  

 
b. Reimbursement of various expenses were paid in advance by the Parent Company and 

charged to the related party. 
 
c. SMPC has sales and purchases of inventories with related parties. These transactions are 

unsecured, non-interest bearing and are generally with 30 to 90-day term. Outstanding related 
party balances of SMPC were assumed by the Group upon acquisition in December 2020. 
 

d. Sales to and Purchases from Related Parties 
Sales and purchases of inventories with related parties are made in the ordinary course of 
business. These transactions are unsecured, non-interest bearing and are generally with 30 to 
90-day term. 

 
e. Lease and Warehousing Costs 

On January 9, 2024, the Company entered into a one-year lease agreement with SCPC, 
renewable for another year subject to such terms and conditions mutually acceptable to the 
SDUWLHV��IRU�FRUUXJDWRUV�DQG�FRQYHUWLQJ�HTXLSPHQW�DPRXQWLQJ�WR�଑����������SHU�PRQWh. This 
agreement was terminated effective October 1, 2024. 
 
On August 15, 2023, in relation to the OLSA disclosed in Note 9, the Company entered into a 
three-year lease agreement with SCPC starting January 1, 2024, renewable for another year 
subject to such terms and conditions mutually acceptable to the parties, for the rental of 8,000 
sqm land including building and improvements and box making machine located in Alejal 
Carmen, Davao Del Norte with monthly rental of P5,000,000. 
 
On December 20, 2024, the Company amended the lease agreement dated August 15, 2023 
ZLWK� DQ� LQFUHDVH� LQ�PRQWKO\� UHQWDO� UDWH� IURP�଑���������� WR�଑����������HIIHFWLYH� EHJLQQLQJ�
October 1, 2024 and expiring on December 31, 2026, all other terms prior to the said 
amendment remains the same as mutually agreed and acceptable to the parties. The lease 
agreement qualified as lease under PFRS 16. 
  
On October, 21, 2023, SMPC entered into a lease and warehousing cost agreement with 
Golden Bales Corporation for the lease and warehousing of certain properties for its plate-
making process. The contract is for a period of 2 years which will expire on October 2, 2025. 
The lease agreement qualified as lease under PFRS 16. 

 
f. Advances from customers pertains to advance payments made by related parties for purchase 

of goods. 
 

g. The Company entered into an agreement wherein Steniel Cavite Corporation (SCPC) desires 
to engage the services of Steniel Minadano Packaging Corporation (SMPC) to manage and 
RSHUDWH�LWV�%XVLQHVV�ZLWK�PDQDJHPHQW�IHH�DPRXQWLQJ�WR�଑�����������IRU�WKH�\HDUV���24 and 
2025. 

 
h. &RPSHQVDWLRQ�RI�WKH�*URXS¶V�NH\�PDQDJHPHQW�SHUVRQQHO�LV�FRPSULVHG�RI�VKRUW-term benefits 

amounting to P8.92 million and P18.03 million, for the period ended June 30, 2025, and for the 
\HDU�HQGHG�'HFHPEHU����������� UHVSHFWLYHO\�� UHFRJQL]HG�DV�SDUW�RI� ³3URIHVVLRQDO� IHHV�DQG�
RXWVLGH�VHUYLFHV´�DQG�³6DODULHV�DQG�ZDJHV´�DFFRXQW�XQGHU�2SHUDWLQJ�H[SHQVHV�� 

 
Unless otherwise indicated, amounts due to/from related parties are expected to be settled in cash. 
 

The long-WHUP� ORDQ� RI� 6&3&� XQGHU� WKH� 2/6$� LV� JXDUDQWHHG� E\� WKH� 3DUHQW� &RPSDQ\¶V� PDMRU�
shareholders without any charge. 
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20. Income taxes 
 

On January 5, 2024, Ease of Paying Taxes (EOPT) Act was passed into law. The EOPT Act introduced 
VLJQLILFDQW� DPHQGPHQWV� WR� WKH� 1DWLRQDO� ,QWHUQDO� 5HYHQXH� &RGH� RI� ����� �³7KH� &RGH´�� ZKLFK� DUH�
intended to protect and safeguard taxpayer rights and welfare to modernize tax administration by 
providing mechanisms that encourage easy compliance at the best cost and resources, and to update 
the tax system and adopt best practices. 
 
The amendments include the following: 

x File and pay anywhere mechanism. Taxes shall be paid either electronically or manually at the 
time the return is filed. 

x Classification of taxpayers into micro, small, medium and large taxpayers. 
x Withholding of tax on income payments only when payable. 
x Imposing value-added tax (VAT) on services, based on gross sales, no longer on gross 

receipts. 
x VAT invoices are sufficient to substantiate input VAT arising from the purchase at both goods 

and services. 
x 5HPRYDO�RI�³EXVLQHVV�VW\OH´�DV�D�9$7�LQYRLFLQJ�UHTXLUHPHQW� 
x Removal of withholding tax as requirement for deductibility of income payments. 

 
This account consists of the following: 

 
 30-Jun-2025 31-Dec-2024 

   
Current tax expense P6,708 P50,024 
Deferred tax expense(benefit) 2,283 (7,851) 
   
Income tax expense P8,991 P42,173 

 
The reconciliation of the income tax expense computed at the statutory income tax rates to the income 
tax expense recognized in profit or loss is as follows: 

 
 30-Jun-2025 31-Dec-2024 

   
Income before income tax P34,846 P142,332 
   
Income tax expense (benefit) at statutory 
        tax rate of 25% 8,712 35,583 
Adjustments to income tax resulting from:   
Recognition of NOLCO which was previously  
         unrecognized - (11,499) 
Excess of MCIT over RCIT 1,452 - 
Movement of unrecognized deferred tax asset - (3,923) 
Dividend income (1,628) (1,698) 
Deferred tax on leases - (309) 
Interest income subjected to final tax (8) (14) 
Gain on disposal of PPE  22,440 
Nondeductible expenses 463 1,593 
   
Total P8,991 P42,173  
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The components of deferred tax assets (liabilities) are as follows: 
 

 30-Jun-2025 31-Dec-2024 
Deferred tax assets   
Allowance for ECL P15,182 P17,982 
Allowance for inventory obsolescence 834 834 
Unrealized forex gain 1,164 914 
Retirement liability 4,292 4,292 
Leases 1,182 915 
 22,654 24,937 
Deferred tax liability   
Acquisition of subsidiary (15,331) (15,331) 
   
Net P7,323 P9,606 

 
As at June 30, 2025 and December 31, 2024, deferred tax assets have not been recognized in respect 
of the following temporary differences and MCIT as management believes that it is not probable that 
sufficient taxable profit will be available against which all deferred tax assets may be utilized.   

 
 30-Jun-2025 31-Dec-2024 

Temporary differences:   
Allowance for impairment of receivables P35,480 P35,480 
Allowance for impairment losses of advances to 
suppliers 1,843 1,843 

 37,323 37,323 
MCIT 1,232 - 
   
 P38,555 P37,323 

 
The Group has no NOLCO which can be carried forward as deduction against future taxable 
income. 
 
 

21. Significant Agreements 
 

Tolling Agreements  
 
The SMPC has tolling agreements with certain customers wherein these customers will provide paper 
rolls for the SMPC to process or manufacture into corrugated fiber board boxes at a guaranteed volume 
subject to the production frequency and specifications to be agreed by both parties. For the services 
provided, the SMPC will receive tolling fees which are recorded as "Service income" account in the 
statement of comprehensive income. 
 
Lease Agreements  
 
The Group has existing lease agreements covering its office space, warehouses, machinery and 
equipment and other facilities which are presently used in Davao City for periods ranging from one (1) 
to ten (10) years, and a sales office and warehouse in General Santos City for a period of five (5) to 
ten (10) years, renewable under terms and conditions to be agreed upon by both parties.  
  
Details of the lease agreements are as follows:  
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a. The Group leases warehouse stall from BTY and Sons Development Corporation with floor area 

of 1000 sqm located at BTY Compound, National Highway, General Santos City. The lease 
commenced on January 1, 2021 and expiring on December 31, 2028. Based on the terms of 
agreement, rental rates is subject to 10% increase per annum and is required to pay security 
deposit upon execution of the contract with the amount of P660,225.  
 

b. The Group leases warehouse extension from BTY Marketing with floor area of 320 sqm located at 
the back portion of the existing rented warehouse stall at BTY Compound, National Highway, 
General Santos City. The lease commenced on February 1, 2018 and expiring on January 31, 
2028. Based on the terms of agreement, rental rates is subject to 10% increase per annum for the 
8th year and is required to pay security deposit upon execution of the contract with the amount of 
P84,767.  
 

c. The Group entered into lease agreement with Jasmine Banana, Inc for the land with a total land 
area of 18,510 sqm situated at the National Highway, Bunawan District, Davao City for a period of 
five (5) years, starting from January 1, 2021 and will expire on December 31, 2025. Rental rate for 
the leased premises is subject to 2.5% increase per annum. The continued use of the leased 
premises by the lessee upon expiration of the contract without written notice or renewal is allowed 
by the lessor, noting that this contract will be automatically renewed for one (1) year under the 
same terms and conditions.  

 
d. The Group leases 133.50 sqm of laboratory space located at Km. 14, After Panacan Sub-Station, 

Panacan, Davao City. The term of lease cover two (2) years, starting on October 21, 2021 and will 
expire on October 30, 2023 which is the parties renewed for another two (2) years, starting October 
21, 2023 to October 20, 2025. The rental shall be payable within the first five (5) days of the month 
with the rate of P33.857 subject to 5% increase per annum. 

 
Security deposits paid by the Group as required under the terms and covering lease agreements 
amounted to ଑12.72 million and ଑17.68 million as at June 30, 2025, and December 31, 2024, 
respectively, which were recognized under "Prepaid expenses and other current assets" (see Note 8) 
and "Refundable security deposits" accounts in the statements of financial position.  
 
Roll-forward of ROU assets related to the land and building are as follows: 
 

 30-Jun-2025 31-Dec-2024 
Cost   
Beginning balance P43,649 P104,992 
Additions - 1,841 
Disposals - (63,184) 
   
Ending balance 43,649 43,649 
   
Accumulated depreciation   
Beginning balance 30,779 85,683 
Depreciation  3,687 8,280 
Disposals - (63,184) 
   
Ending balance 34,466 30,779 
   
Total P9,183 P12,870 
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Roll-forward in lease liabilities as follows: 
 

 30-Jun-2025 31-Dec-2024 
   
Beginning balance P15,158 P22,215 
Additions - 1,841 
Interest expense on lease liabilities 379 1,186 
Changes from financing cash flows:   
   Payment of principal (4,188) (8,898) 
   Payment of interest (379) (1,186) 
   
Ending balances P10,970 P15,158 

 
The following table sets out a maturity analysis of lease payments, showing undiscounted and 
discounted lease payments to be received after the reporting date: 
 

 30-Jun-2025 
 Minimum 

lease payable Interest 
Present value 

of MLP 
    
Within one year P5,566 P419 5,147 
Between one to five years 6,211 388 5,823 
More than five years - - - 
    
Ending balances P11,777 P807 P10,970 

 
 31-Dec-2024 

 Minimum 
lease payable Interest 

Present value 
of MLP 

    
Within one year P13,489 P677 P12,812 
Between one to five years 2,856 510 2,346 
More than five years - - - 
    
Ending balances P16,345 P1,187 P15,158 

 
Amounts recognized in profit or loss are as follows: 

 
 30-Jun-2025 31-Dec-2024 

   
Interest on lease liabilities P379 P1,187 
Depreciation on ROU assets 3,687 8,280 
   
Total P4,066 P9,467 

 
7RWDO�FDVK�RXWIORZV�IRU�OHDVHV�DPRXQWHG�WR�଑4.57 million DQG�଑10.09 million for the period ended June 
30, 2025 and year ended December 31, 2024, respectively.  
 
Asset Sale Agreement 
 
In May 2021 and August 2021, SCPC, SMPC and certain affiliates executed Asset Sale Agreement 
(ASA) with DPI, which was amended in December 2021. The asset sale agreement covered the 
purchase of parcels of land, machinery and equipment, motor vehicles, other assets and shared assets 
used in the Stanfilco Plants and Dolefil Box and Printing Plants. In the agreement. the SCPC will 
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acquire Stanfilco Box Plant and Stanfilco machinery and equipment. SMPC will enter into long term 
supply agreement with DPI, and other affiliates will acquire other target assets listed in Schedule 2 of 
the ASA. 
 
The SCPC has committed to purchase the allocated target assets with total purchase price of USD 
9,383,761. As at November 29, 2022, the SCPC has completed the purchase of buildings and 
improvements, and machineries and equipment amounting to P484.038 million (inclusive of taxes). 
 
Long-term Supply Agreement 
 
In January 2022, in relation to the Asset Sale Agreement, SMPC entered into a long-term supply 
agreement with DPI to supply boxes, packaging materials, including parts thereof such as cartons, 
dividers, pods, lids, joints, walls, slots, panels, labels and other printed materials, made of paper, kraft, 
corrugated boxes and other paper related products. The long-term supply agreement has a term of 
nine years and six months beginning from August 24, 2022 until February 23, 2032, and later extended 
to February 23, 2033. The agreement can be renewed subject to discussion of the parties. 
 
The transition initiated on February 24, 2022, taking over operations under a tolling arrangement for 
six months. This period was extended to aid DPI in depleting its substantial inventory of paper rolls. 
Despite the extension, DPI continued to hold a considerable inventory, leading to an agreement with 
the Group to further extend the tolling arrangement until depletion or reaching an acceptable inventory 
level, albeit with liquidation fees considerations. 

 
 
22. Financial Risk and Capital Management Objectives and Policies 
 

Objectives and Policies  
 
The Group's financial assets and liabilities, comprising mainly of cash in banks, receivables, 
investments in equity instruments, refundable security deposits, trade payables and other current 
liabilities, amounts owed to related parties, lease liabilities and loans and borrowings, are exposed to 
a variety of financial risks: liquidity risk, credit risk and market risk (includes foreign currency risk, and 
interest rate risk). Management ensures that it has sound policies and strategies in place to minimize 
potential adverse effects of these risks on the Group's financial performance. 
 
Risk management is carried out through the policies approved by the BOD. They identify and evaluate 
financial risk. The BOD provides principles on overall risk management and on specific areas such as 
liquidity risk, credit risk and market risk. 
 
Liquidity Risk 
 
Liquidity risk pertains to the failure of the Group's to discharge its obligations and commitments. The 
tight cash position limits its obligation to take advantage of increasing demands. The Group's financial 
liabilities include trade payables and other current liabilities, amounts owed to related parties, lease 
liabilities and loans and borrowings. 
 
The Group regularly monitors its cash position, continuously negotiates with creditors for new credit 
terms and depends on the financial support from its operating subsidiary and shareholders to meet its 
obligation as they fall due. 
 
In December 2020, significant amount of the Group's borrowings were converted into equity. The 
remaining assets subject to dacion en pago under the provisions of the Amended Agreement pertain 
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to investment in preferred shares of SLC with fair value of P190 million with reference to the 
municipality zonal value of land owned by SLC. Upon completion of this transaction, the balance of 
borrowings will be paid in full. 
 
Credit Risk 
 
Credit risk is the risk of financial loss to the Group if a counterparty to a financial instrument fails to 
meet its contractual obligations. Credit risk arises from deposits with banks and receivables. Cash 
transactions are limited to high-credit-quality financial institutions. 
 
The Group has established controls and procedures in its credit policy to determine and monitor the 
credit worthiness of its counterparties. The Group manages its credit risk mainly through the application 
of transaction limits and close risk monitoring. It is the Group's policy to enter into transactions with a 
wide diversity of creditworthy counterparties to mitigate any significant concentration of credit risk. 

 
 30-Jun-2025 31-Dec-2024 30-Jun-2024 

Cash in banks P117,095 P67,152 P84,364 
Receivables 818,946 737,367 986,518 
Refundable security deposits 12,720 17,675 15,212 
Total P948,761 P822,194 P1,086,094 

 
The credit risk for cash in banks is considered negligible, since the counterparties are reputable 
entities with high quality external credit ratings. 

The Group's exposure to credit risk arises from default of counterpatÿ. Generally, the maximum credit 
risk exposure of receivables is its carrying amount without considering collaterals or credit 
enhancements, if any. 

The Group does not execute any credit guarantee in favor of any counterparty. 

Cash in Banks 
Cash in banks are held with counterparties with high external credit ratings. The credit quality of these 
financial assets is considered to be high grade. Impairment on cash in banks has been measured on 
a 12-month ECL basis and reflects the short maturities of the exposures. The Group considers that its 
cash in banks have low credit risk based on the external credit ratings of its counterparties. 

Receivables 
The exposure to credit risk is influenced mainly by the individual characteristics of each customer. 
However, management also considers the factors that may influence credit risk of the Group's 
customer base. 

The Group has established a credit policy under which each new customer is analyzed individually for 
creditworthiness before the standard payment and delivery terms and conditions are offered. The 
Group ensures that sales on account are made to customers with appropriate credit history. The Group 
has detailed credit criteria and several layers of credit approval requirements before engaging a 
particular customer or counterparty. The review includes external ratings, when available, and in some 
cases bank references. Purchase limits are established for each customer and are reviewed on a 
regular basis. Customers that fail to meet the benchmark creditworthiness may transact with the Group 
only on a prepayment basis. 

Refundable Security Deposits 
Deposits on property leased by the Group are generally refundable at the end of the term. The Group 
is not exposed to any significant credit risk exposure to any single counterparty or any group of 
counterparties having similar characteristics. Based on historical information, management consider 
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the credit quality of refundable deposits to be good. 
 
Credit Quality and Expected Credit Loss Assessment 
In monitoring and controlling credit extended to counterparty, the Group adopts a comprehensive 
credit rating system based on financial and non-financial assessments of its customers. Financial 
factors being considered comprised of the financial standing of the customer while the non-financial 
aspects include but are not limited to the assessment of the customer's nature of business, 
management profile, industry background, payment habit and both present and potential business 
dealings with the Group. 
 
The table below shows the credit quality of the Group's financial assets as at: 
 

June 30, 2025 High Grade Medium Grade Low Grade Total 
Cash in banks P117,095 P- P- P117,095 
Receivables - 722,738 96,208 818,946 
Refundable deposits - 12,720 - 12,720 
 P117,095 P735,458 P96,208 P948,761 

 
December 31, 2024 High Grade Medium Grade Low Grade Total 
Cash in banks P67,152 P- P- P67,152 
Receivables - 629,959 107,408 737,367 
Refundable deposits - 17,675 - 17,675 
 P67,152 P647,634 107,408 P822,194 

 

June 30, 2024 High Grade 
Medium 

Grade Low Grade Total 
Cash in banks P84,364 P- P- P84,364 
Receivables - 928,402 58,116 986,518 
Refundable deposits - 15,212 - 15,212 
 P84,364 P943,614 P58,116 P1,086,094 

 
The Group computes impairment loss on receivables based on past collection experience, current 
circumstances and the impact of future economic conditions, if any, available at the reporting period. 
 
There are no significant changes in the credit quality of the counterparties' during the year. 
 
It is the Group's policy to maintain accurate and consistent risk ratings across the financial assets 
which facilitates focused management of applicable risks. The Group utilizes an internal credit rating 
system based on its assessment of the quality of the financial assets. 
 
The Group classifies its receivables into the following credit grades: 
 
High Grade - This pertains to accounts with a very low probability of default as demonstrated by the 
customer/debtor long history of stability, profitability and diversity. The customer/debtor has the ability 
to raise substantial amounts of funds through the public markets. The customer/debtor has a strong 
debt service record and a moderate use of leverage. 
 
Medium Grade - The customer/debtor has no history of default. The customer/debtor has sufficient 
liquidity to fully service its debt over the medium term. The customer/debtor has adequate capital to 
readily absorb any potential losses from its operations and any reasonably foreseeable contingencies. 
The customer/debtor reported profitable operations for at least the past 3 years. 
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Low Grade - The customer/debtor is expected to be able to adjust to the cyclical downturns in its 
operations. Any prolonged adverse economic conditions would however ostensibly create profitability 
and liquidity issues. Operating performance could be marginal or on the decline. The customer/debtor 
may have a history of default in interest but must have regularized its service record to date. 
 
The Group believes that the unimpaired amounts that are past due by more than 90 days are still 
collectible based on historical payment behavioral analyses of the underlying counterparties' credit 
ratings. 
 
Market Risk 
 
Market risk is the risk that the changes in market prices, such as foreign exchange rates, interest rates 
and other market prices, will affect the Group's income or the value of its holdings in financial 
instruments. The objective of market risk management is to manage and control market risk exposures 
within acceptable parameters, while optimizing the return. 
 
Foreign Currency Risk 
The Group is exposed to foreign currency risk on its cash in banks and loans payable that are 
denominated in US Dollars. The Group regularly monitors the outstanding balance of its cash in banks 
and loans payable that are denominated in US Dollars and maintains them at a level responsive to the 
current exchange rates so as to minimize the risks related to this foreign currency denominated asset. 
 
Interest Rate Risk 
Interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of 
changes in market interest rates. The Group's exposures to interest rate risk relates primarily to the 
Group's loans and borrowings. The Group's exposure to changes in interest rates relates mainly to the 
long-term loan drawn from a local bank in 2021 with a floating interest rate based on the prevailing 
market rate at each repricing date. The Group's short-terms loans have fixed interest rates over the 
term of the loan. 
 
Share Price Changes of Investments in Equity Instruments 
The Group has investments in equity instruments traded in the Philippine Stock Exchange and are 
exposed to share price changes. Share price changes of investments in equity instruments arises from 
future commercial transactions and recognized assets and liabilities. 
 
Fair Value Estimation of Financial Assets and Liabilities  
 
Cash in Banks and Receivables. The carrying amounts of cash in banks and receivables approximate 
fair values due to the relatively short-term maturities of these financial instruments. 
 
Investments in Equity Instruments. The fair value of quoted investments in equity instruments is 
determined by reference to their quoted bid prices at the reporting date (Level 1). The fair values of 
golf shares and country club memberships are based on cost since there is no realizable basis for fair 
value. 
 
The Group does not have financial assets classified under Level 2 and 3. 
 
Refundable Security Deposits. The carrying amount of refundable security deposits approximate the 
fair value, since the Group does not anticipate the carrying amount to be significantly different from the 
actual value that these deposits would be eventually collected. 
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Trade Payables and Other Current Liabilities, Amounts Owed to Related Parties and Current Portion 
of Loans and Borrowings. The carrying amounts of trade payables and other current liabilities, amounts 
owed to related parties and current portion of borrowings approximate fair value due to the relatively 
short-term maturities of these financial instruments. 
 
Borrowings, Net of Current Portion. Borrowings, net of current portion are reported at their present 
values, which approximate the cash amounts that would fully satisfy the obligations as of reporting 
date. The carrying amount of long-term loans payable with floating interest rate with monthly repricing 
approximates its fair value. 
 
Capital Management 
 
The primary objective of the Group's capital management is to ensure that it maintains a strong credit 
rating and healthy capital ratios in order to support its business and maximize shareholder value. 
 
The Group manages its capital structure and makes adjustments in the light of changes in economic 
conditions. 
 
The BOD has overall responsibility for monitoring capital in proportion to risk. Profiles for capital ratios 
are set in the light of changes in the Group's external environment and risks underlying the Group's 
business, operation and industry. 
 
The Group monitors capital on the basis of debt-to-equity ratio, which is calculated as total debt divided 
by total equity. Total debt is defined as total liabilities. while equity is total equity as shown in the 
consolidated statements of financial position. The Parent Company being a listed entity is covered by 
the PSE requirement of 10% minimum public ownership. The Parent Company is under suspended 
trading status in PSE since 2006 pursuant to the PSE's Implementing Guidelines for Companies under 
Corporate Rehabilitation when the Company notified the PSE in a disclosure that the stockholders 
have approved entering into rehabilitation proceedings (Note 1). 
 
There were no changes in the Group's approach to capital management during the year. 
 
The Group is not subject to externally imposed capitalization requirements.  



 62 

Part 1:  PERFORMANCE INDICATORS 
 
The following key performance indicators have been identified in measuring the performance of the 
Company: a) sales revenues, b) operating expenses, c) income from operations, and d) financial ratios. 
Key performance indicators are expressed in absolute peso amounts. These indicators are monitored on a 
periodic basis and are compared against targets set at the beginning of each year. 
 
Revenues Consolidated revenue for the 2nd quarter of 2025 was recorded at Peso 1.63 billion pertaining 
to products sales. 
 
Operating expenses Operating cost expenses on a consolidated basis was kept sustainably controlled at 
its minimum. 
 
Financial ratios Consolidated total assets as at June 30, 2025 amounted to Peso  4.29 billion while current 
assets as at the same reporting date totaled Peso  3.28 billion. Consequently, consolidated total liabilities 
as at June 30, 2025 amounted to Peso 3.28 billion while current liabilities as at the same reporting date last 
year totaled Peso  2.91 billion. Principal obligations are being settled as they fall due in accordance with 
the amortization schedule. Working capital ratio for the current quarter is 1.13. Working capital ratio is 
computed as the ratio of current assets over current liabilities. Debt-to-equity ratio is at 3.23. Below are the 
Financial Highlights and Key Performance Indicators of the Group. 
 

Financial Highlights and Key Performance Indicators       
         
Consolidated Balance Sheet (amounts in thousands)   

    

 
As at 

December 31  Increase (Decrease) As at June 30 
   2025  2024  Amount % 
Total Assets ଑ 4,289,077 ଑ 4,691,140 ଑ (402,063) (9%) 
Current Assets  3,283,597  3,658,089  (374,492) (10%) 
Total Liabilities  3,275,105  3,718,495  (443,390) (12%) 
Current Liabilities   2,911,594  3,301,214  (389,620) (12%) 
Interest-bearing Loans  2,226,074  1,629,148  596,926 37% 
Equity   1,013,972  972,645  41,327 4% 
         
Consolidated Statements of Comprehensive Income  
   For the 6 months ended June 30  Increase (Decrease) 
   2025  2024  Amount % 
Revenues (gross) ଑ 1,632,964  ଑� 1,682,397  ଑� (49,433) (3%) 
Gross Profit  242,974  282,056  (39,082) (14%) 
General & administrative  
       expenses 

 
167,961  155,375  12,586 8% 

Earnings Before Interest, Taxes, 
      Dep'n. & Amort. 192,357                      246,599  (54,242) 22% 
Profit / (Loss) before tax  36,417  125,527  (89,110) (71%) 
Profit / (Loss) after tax  27,426  94,958  (67,532) (71%) 
Total Comprehensive Income (loss)  41,327  100,991  (59,664) (59%) 
         
Consolidated Cash Flows         

   For the 6 months ended June 30  Increase (Decrease) 
   2025  2024  Amount % 
Net Cash from Operating Activities ଑ (488,839)  ଑� 362,883  ଑� (851,722) (235%) 
Net Cash from Investing Activities  (53,248)  (199,909)  146,661 73% 
Net Cash from Financing Activities   592,030   (191,561)   783,591 409% 

 
  

Exhibit 3 
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    For the 6 months 
ended June 30, 

2025 
  As at Dec. 31, 

2024 Key Performance Indicators   
Current Ratio  1.13  1.11 
Quick Ratio  0.32  0.24 
Solvency Ratio  1.31  1.26 
Debt Ratio  0.76  0.79 
Debt-to-Equity Ratio  3.23  3.82 
Interest coverage ratio  1.54  2.52 
Asset to Equity Ratio  4.23  4.82 
Gross Profit Margin  0.15  0.16 
Net Profit Margin  0.02  0.03 
Return on Assets  0.01  0.02 
Return on Equity  0.03  0.10 
Book value per share   0.71  0.69 

 
 
Part 2: MANAGEMENT DISCUSSION AND ANALYSIS 
 
General Information and Group Structure 
 
The Company has operating subsidiaries nationwide that produce their own corrugated boards for 
conversion to finished boxes. These facilities are located in Cavite and Davao and each is fully equipped 
with corrugators and converting machines. The finished products are mainly used for packaging consumer 
goods, fresh fruits, canned sardines, furniture and electronic goods. Marketing activities are coordinated 
centrally IRU�PRVW�RI�WKH�&RPSDQ\¶V�KLJK-volume customers. However, each of the operating subsidiaries 
is individually responsible for sales and marketing activities directed at their regional customers. 
 
The business operations of Steniel Cavite Packaging Corporation (SCPC) gradually slowed down in 2006. 
The Board of Directors of SCPC approved the temporary cessation of plant operation on March 27, 2007 
in view of the continued business losses incurred since its incorporation, in addition to difficult economic 
and business conditions. The machines and equipment of SCPC were disposed via dacion en pago during 
2010 to reduce long-term borrowing as part of the loan restructuring agreement. The dacion en pago of its 
buildings was completed during the 1st semester of 2014. The salient points of the loan restructuring 
agreement are discussed in the succeeding portion of this report. 
 
On August 20, 2008, Treasure Island Industrial Corporation (TIIC), owner of office space and warehouses, 
which Treasure Packaging Corporation (TPC) leases in Cebu, filed a case for ejectment, mandatory 
LQMXQFWLRQ�DQG�GDPDJHV�DJDLQVW�73&�LQ�WKH�0XQLFLSDO�7ULDO�&RXUW�%UDQFK����WKH�³&RXUW��LQ�0DQGDXH�&LW\�
GXH� WR� XQSDLG� UHQWDO��2Q�'HFHPEHU� ��� ������ D� GHFLVLRQ�ZDV� UHQGHUHG� E\� WKH�&RXUW� ILQGLQJ� WKDW� 7,,&¶V�
complaint is meritorious and ordered TPC to vacate the subject premises and improvements and restore 
7,,&¶V�possession thereof. Consequently, starting September 2008, TPC temporarily ceased its operations 
DQG�VHSDUDWHG�DOO�LWV�HPSOR\HHV��7KH�%RDUG�IRUPDOO\�DSSURYHG�WKH�FHVVDWLRQ�RI�73&¶V�RSHUDWLRQ�RQ�0DUFK�
10, 2009. Following its closure, the property and equipment of TPC were disposed of to partially settle its 
trade and other liabilities. 
 
Effective year-end 2008, only the manufacturing facility in Davao under SMPC remains operational. 
 
On January 18, 2012, the major and minority shareholders of SNHBV entered into a Share Purchase 
Agreement with Right Total Investments Limited (Right Total; a limited liability company incorporated in 
British Virgin Islands as an investment company), to purchase up to 100% of the issued and outstanding 
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shares of SNHBV. With this sale of shares by SNHBV, Right Total became the owner of the 72.0849% 
shares of SNHBV consequently making Right Total as the ultimate parent company. 
 
On January 25, 2012, the Parent Company received a tender offer report from SNHBV offering to purchase 
the 279,151,088 shares of minority investing public or 27.92% of the total issued shares at a price of 
P0.0012 per share or an aggregate price of P334.9 million. On February 25, 2012, only a total of 2,115,692 
common shares were tendered in the Tender Offer and accepted by SNHBV, constituting 0.0021% of the 
total outstanding capital stock of the Parent Company. On March 8, 2012, payment for the Tendered Shares 
was delivered to the relevant broker participants on behalf of interested parties and there was a transfer to 
SNHBV of only 0.76% of the minority shares. Such accepted tender offer did not significantly change the 
percentage ownership of the minority investing public. 
 
On June 26, 2019, the Company approved the reacquisition of Steniel Mindanao Packaging Corporation 
�³603&´���DV�GHVFULEHG�EHORZ�� WKURXJK�D�VKDUH�VZDS� WUDQVDFWLRQ� LQYROYLQJ� WKH� WUDQVIHU�RI������RI� WKH�
outstanding capital stock of SMPC in favor of the Company in exchange for STN shares. The Company 
DOVR�DSSURYHG�WKH�FRQYHUVLRQ�RI�WKH�ORDQV�H[WHQGHG�E\�*UHHQNUDIW�&RUSRUDWLRQ��³*UHHQNUDIW´��DQG�5R[EXUJK�
into equity.  These approvals were made in view of the need to address the negative capital of the Company.  
 
$V�SDUW�RI�WKH�SUHSDUDWLRQV�IRU�WKHVH�VKDUH�LVVXDQFHV��WKH�%RDUG�DSSURYHG�WKH�LQFUHDVH�RI�WKH�&RPSDQ\¶V�
authorized capital stock from Php1 Billion to Php2 Billion. The same was approved and ratified by the 
VWRFNKROGHUV�GXULQJ�WKH�DQQXDO�VWRFNKROGHUV¶�PHHWLng held on July 17, 2019 and reconfirmed on November 
19, 2020. 
 
On October 7, 2020, Greenkraft Corporation (Greenkraft), Golden Bales Corporation (Goldenbales), 
Corbox Corporation (Corbox), Rex Chua and Clement Chua, as purchasers (collectively, the Buyers) 
entered into a Share Purchase Agreement with SNHBV as seller to acquire 649,908,308 common shares 
of the Parent Company, for a consideration of P64.99 million or P0.10 per share, broken down as follows: 
 

Buyer 
Number of 

Shares 
Percentage of 

Ownership 
Greenkraft Corporation 216,679,430 21.67% 
Corbox Corporation 194,972,492 19.50% 
Goldenbales Corporation 194,972,492 19.50% 
Clement Chua 21,641,947 2.16% 
Rex Chua 21,641,947 2.16% 
 649,908,308 64.99% 

 
In compliance with the Securities and Regulations Code and its Implementing Rules and Regulations, the 
Buyer Group made a tender offer involving the remaining outstanding shares of the Company, excluding 
the 70,940,604 common shares of SNHBV not included in the Share Purchase Agreement. The tender offer 
commenced on October 12, 2020 and ended on November 10, 2020 (Tender Offer Period). A total of 
11,780,533 common shares of STN were tendered during the Tender Offer Period, which comprise 
approximately 1.18% of the total issued and outstanding shares of STN.  
 
Following the completion of the tender offer, SNHBV and the Buyer Group executed the deed of sale on 
November 23, 2020 involving the 649,908,308 shares of the Company.  The relevant taxes were paid and 
the corresponding CAR was secured.  As of the date hereof, the transfer of the 649,908,308 common 
shares in favor of the Buyer Group has been recorded in the books of STN. The transfer effectively reduced 
WKH�VKDUHKROGLQJ�RI�61+%9�WR����RI�WKH�&RPSDQ\¶V�RXWVWDQGLQJ�FDSLWDO�VWRFN��� 
 



 65 

2Q�'HFHPEHU�����������WKH�6(&�DSSURYHG�671¶V�DSSOLFDWLRQ�IRU�LQFUHDVH�RI�DXWKRUL]HG�FDSLWDO�VWRFN�IURP�
Php1 Billion to Php2 Billion resulting to the issuance of 418,821,081 common shares in favor of the Buyer 
Group, Greenkraft and Roxburgh.  The increase was (i) partly subscribed by the share swap transaction 
wherein STN reacquired SMPC in exchange for unissued shares of the STN; and (ii) partly subscribed 
through conversion of liability into equity. 
 
Structure 
 
The consolidated financial statements include the financial statements of the Parent Company and the 
following subsidiaries incorporated in the Philippines. 
 
 Percent of Ownership 
 2025 2024 
Steniel Cavite Packaging Corporation (SCPC)* 100 100 
Steniel Mindanao Packaging Corporation (SMPC)** 100 100 

*Treasure Packaging Corporation (TPC) was merged with SCPC as approved by the SEC on May 30, 2018. 
** SMPC was reacquired on December 29, 2020. 
 
6&3&� LV� WKH�RQO\�RSHUDWLQJ�VXEVLGLDU\�RI�671�SULRU� WR� WKH�DFTXLVLWLRQ�RI�603&��6&3&¶V�DFWLYLW\�after it 
ceased its packaging operations in 2006 is limited to leasing of properties. SMPC, on the other hand, was 
DFTXLUHG�RQ�'HFHPEHU�����������$V�VXFK��603&¶V�UHVXOWV�RI�RSHUDWLRQV�LQ������ZHUH�FRQVLGHUHG�DV�SUH-
acquisition and were not consolidated in the statements of comprehensive income. Given the foregoing, 
SCPC represents the only reportable segment of the Group in 2020, 2019 and 2018. 
 
On December 29, 2020, the Group acquired 269,250,000 shares of SMPC, representing 100% equity 
interest in SMPC, in exchange for the 269,250,000 shares of stock of the Parent Company, issued at par 
value of P1. 
 
Status of Operations 
 
The Group has temporarily ceased its principal operations and has incurred recurring losses in prior years 
resulting to a deficit of P842 million, P887 million, and P869 million, as at June 30, 2025, and 2024 and 
December 31, 2024, respectively.  
  
To improve this condition, the management has taken the following measures: 
 
On July 17, 2019, the BOD and Stockholders of the Parent Company approved the acquisition of shares of 
SMPC through a share swap transaction and the conversion of loans from Greenkraft Corporation and 
Roxburgh Investments Limited into common shares in the Parent Company. To accommodate the 
transactions discussed above, the BOD and Stockholders approved the amendment of the Articles of 
Incorporation to increase the authorized capital stock from P1 billion, divided into one billion common shares 
to P2 billion, divided into two billion common shares with par value of P1 per share. 
 
2Q�'HFHPEHU�����������XSRQ�WKH�6(&¶V�DSSURYDO�RI�WKH�&RPSDQ\¶V�DSSOLFDWLRQ�IRU�LQFUHDVH�LQ�DXWKRUL]HG�
capital stock, the Company issued shares to the lenders effecting the debt to equity conversion thereby 
reducing the outstanding balance of the borrowings by P149.56 million. Further, the Company also issued 
shares to the shareholders of SMPC effecting the share swap transaction resulting to a provisional gain of 
P158.27 million from the acquisition of a subsidiary. The realization of these transactions resolved the 
capital deficiency position of the Group in 2021 and 2020. 
 
There are no known trends, events or uncertainties that will have a material impact on the Steniel *URXS¶V�
future operations except those that have already been disclosed in the foregoing.  There are no other 
sources of revenue or income that are not ordinary in nature. 
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Based on the foregoing, the consolidated financial statements have been prepared on a going concern 
basis, which assumes that the Group will continue in existence. 
 
Results of Operations 
 
Consolidated revenues for the period ended June 30, 2025 totaled Php 1.63 billion while revenue recorded 
in the same period last year amounted to Php 1.68 billion. Revenues mainly consist of the manufacturing 
and selling of cartons and packaging materials to domestic and international markets. There is a slight 
decline in the product sales revenue, primarily due to reduced sales volume, despite an increase in selling 
prices. 
 
Cost of sales applicable to the manufacturing business totaled Php 1.39 billion for the current period ended 
June 30, 2025, and Php 1.4 billion for the same period last year ended June 30, 2024. Gross profit margin 
for the current period posted at 14.88���FRPSDUHG�WR�VDPH�SHULRG�ODVW�\HDU¶V�PDUJLQ�RI�16.77%. 
 
Operating expenses during the current period ended June 30, 2025 posted Php 167.96 million compared 
to same period last year ended June 30, 2024 of Php 155.38 million. The increase of Php 12.58 million is 
attributable to the reversal of the provision for inventory obsolescence pertaining to the period ended June 
30, 2024. No such reversal was recorded in the current period. 
 
Finance charges recognized for the period ended June 30, 2025, and for the same period in the prior year 
ended June 30, 2024, amounted to Php 67.19 million and Php 42.94 million, respectively. These charges 
pertain to short-term and long-term bank borrowings. The increase of Php 24.25 million was primarily due 
to the additional utilization of loan facilities during the current period to settle outstanding obligations to 
suppliers and to support the continuous plant operations. 
 
Other income, net, for the period ended June 30, 2025, amounted to Php 28.59 million, as compared to 
Php 41.78 million recorded in the same period of the prior year ended June 30, 2024. The decline of Php 
13.19 million was primarily attributable to foreign exchange losses recognized during the current period, 
whereas foreign exchange gains were recorded in the corresponding period last year. 
 
Income tax expense for the period ended June 30, 2025 amounted to Php 8.99 million, compared to Php 
30.57 million recognized in the same period of the prior year ended June 30, 2024. The significant decrease 
in income tax expense was a result of the corresponding decline in net income during the current period 
compared to the same period last year.   
 
Overall, STN realized a consolidated net income of Php 27.43 million for the period ended June 30, 2025 
compared to Php 94.96 million, for the same period last year ended June 30, 2024. The decline was 
primarily due to the reversal of provision for inventory obsolescence for the period ended June 30, 2024, 
whereas no such reversals were recorded in the current period, the significant increase in the finance 
charges, and the foreign exchange losses recognized during the current period whereas foreign exchange 
gains were recorded in the corresponding period last year. 
 
Operating Plans 

7KH�&RPSDQ\¶V�NH\�VWUDWHJLHV�DUH�IRFXVHG�RQ�HIILFLHQF\�DQG�LQYHVWLQJ�LQ�WHFKQRORJ\�LQ�RUGHU�WR�PD[LPL]H�
production to increase market share while maintaining profitability. 
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Financial Conditions 
 
Total current assets as at June 30, 2025, totaled Php 3.28 billion as compared to Php 3.66 billion as at 
December 31, 2024. The decline was primarily attributable to a reduction in inventories, resulting from lower 
purchases compared to issuances during the period. Non-current assets slightly decreased to Php 1.01 
billion as at current period against Php 1.03 billion as at December 31, 2024. 
 
7KH�671¶V�FRQVROLGDWHG�FXUUHQW�OLDELOLWLHV�DV�DW�FXUUHQW�SHULRG�WRWDOHG�3KS�2.91 billion as compared to Php 
3.30 billion as at December 31, 2024. The decline was primarily attributed to a reduction in purchases and 
WKH� VHWWOHPHQW� RI� REOLJDWLRQV� WR� VXSSOLHUV� GXULQJ� WKH� SHULRG�� 603&�� WKH� RSHUDWLQJ� VXEVLGLDU\¶V� ZRUNLQJ�
capital was secured from bank loans to sustain its operation and commitments to clients.   
 
Total assets as at current period ended June 30, 2025 totaled Php 4.29 billion compared to Php 4.69 billion 
DV�DW�'HFHPEHU�����������,Q�YLHZ�RI�WKH�IRUHJRLQJ�GLVFXVVLRQV��WKH�671¶V�FXUUHQW�UDWLR�DV�RI�SHULRG�HQGHG�
June 30, 2025 recorded at 1.13 and previous year ended December 31, 2024 at 1.11. Debt-to-equity ratio 
in 2025 is 3.23 compared last year at 3.82. The Retained Deficit as at period ended June 30, 2025 pared 
to P841.78 million from P869.2 million as at December 31, 2024. 
 
Financial Risk Management 
 
7KH�&RPSDQ\¶V�ILQDQFLDO�DVVHWV�DQG�OLDELOLWLHV��FRPSULVLQJ�PDLQO\�RI�FDVK�LQ�EDQNV��UHFHLYDEOHV��RWKHU�QRQ-
current receivables, trade payables and borrowings and amounts due from/to related parties are exposed 
to a variety of financial risks, which include currency risk, credit risk, liquidity/funding risk and cash flow 
LQWHUHVW�UDWH�ULVN��7KH�&RPSDQ\¶V�PDQDJHPHQW�HQVXUHV�WKDW�LW�KDV�VRXQG�SROLFLHV�DQG�VWUDWHJLHV�PDGH�WR�
minimize potential adverse effects of those risks on its financial performance. Risk management is carried 
out through the policies approved by Board of Directors of the Company. 
 
The foreign exchange risk of the Company arising from cash, trade receivables and payables is not 
significant. The net exposure is kept to an acceptable level by buying foreign currencies at spot rates when 
necessary to address short-term needs. 
 
The Company is not significantly exposed to price risk on equity securities and proprietary club shares 
classified in the consolidated balance sheet as other assets. Furthermore, there are no foreign securities 
owned and held by the Company. 
 
The fluctuation of future cash flows risk relates to the fluctuations of a financial instrument as a result of 
changes in the market interest rates with possible additional penalty charges. Since the declaration of 
GHIDXOW�E\�WKH�&RPSDQ\¶V�OHQGLQJ�EDQNV�LQ 2005, the interest rates applied are fixed. 
 
As the borrowings are carried at amortized cost with fixed interest rate, the Company is not exposed to 
either cash flow or fair value interest rate risk. The Company has no significant interest-bearing assets, 
which are dependent on market interest rate tKDW�ZRXOG�DIIHFW�WKH�*URXS¶V�LQFRPH�DQG�RSHUDWLQJ�FDVK�IORZV� 
 
Credit risk is managed on a Group basis. Credit risk arises from deposits with banks, receivables and 
deposits with third parties. Cash transactions are limited to high-credit-quality financial institutions and are 
maintained with universal and commercial banks. 
 
Liquidity risk relate to the failure of the Company or another party to discharge its obligations/commitments 
arising from receivables, payables and borrowings. Cash balances are considered low. The tight cash 
position limits its obligation to take advantage of increasing demands. 
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Establishing new sources of trade credit and working capital facility will change this problem. The 
&RPSDQ\¶V�ILQDQFLDO�OLDELOLWLHV��ZKLFK�LQFOXGH�ERUURZLQJV��WUDGH�SD\DEOHV�DQG�RWKHU�FXUUHQW�OLDELOLWLHV�DUH�GXH�
within 12 months. 
  
7KH�&RPSDQ\¶V�REMHFWLYHV�ZKHQ�PDQDJLQJ�FDSLWDO�DUH�WR�VDIHJXDUG�WKH�LWV�DELOLW\�WR�FRQWLQXH�DV�D�JRLQJ�
concern, so that it can continue to provide returns for shareholders and benefits for other stakeholders and 
to maintain an optimal capital structure to reduce the cost of capital. 
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Steniel Manufacturing Corporation and Subsidiaries 

Trade Receivables and Prepaid Expenses 
As at June 30, 2025 

In Thousands 
 
 

Receivables   
Trade Receivables   
1 to 60 days  P378,972 
61 to 120 days  59,916 
Over 120 days  133,312 
   572,200 
Allowance for impairment losses (96,208) 
Net   475,992 
Other receivables   342,954 
Total   P818,946 
    
Prepaid expenses and other current assets 
Creditable withholding taxes  P109,081 
Input VAT  7,880 
Other Prepayments  135,189 
  252,150 
Allowance for impairment losses (1,843) 
Net  P250,307 
 
Total Net   P1,069,253 

 



GBM

GBM



 

 

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
INDEX TO THE CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTAL 

SCHEDULES 
JUNE 30, 2025 and 2024, and DECEMBER 31, 2024 

     
I SUPPLEMENTAL SCHEDULES REQUIRED BY REVISED SRC 

RULE 68 ANNEX 68-J   

     

 A FINANCIAL ASSETS  Attached 

 B 

AMOUNTS RECEIVABLES FROM DIRECTORS OFFICERS, 
EMPLOYEES, RELATED PARTIES AND PRINCIPAL 
STOCKHOLDERS (OTHER THAN RELATED PARTIES)  Attached 

 C 

AMOUNTS RECEIVABLES AND PAYABLE FROM/TO 
RELATED PARTIES WHICH ARE ELIMINATED DURING 
CONSOLIDATION PROCESS OF FINANCIAL STATEMENTS  Attached 

 D LONG-TERM DEBT  Attached 

 E 
INDEBTEDNESS TO RELATED PARTIES (LONG-TERM 
LOANS FROM RELATED PARTIES)  Not applicable 

 F GUARANTEES OF SECURITIES OF OTHER ISSUERS  Not applicable 

 G CAPITAL STOCK  Attached 

     

II  

Reconciliation of retained earnings available for dividend 
declaration  Attached 

III  Map of group of companies  Attached 

IV  

Financial Soundness Indicators as required by Revised SRC 
Rule 68 Annex 68-E  Attached 

  



 

 

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
SCHEDULE A - FINANCIAL ASSETS 

JUNE 30, 2025 

 

Name of Issuing Entity Number of Shares 

Amount Shown in the 
JUNE 30, 2025 Consolidated 

Statements of Financial Position 
Income Received 

and Accrued 
ABOITIZ EQUITY VENTURES, INC. 575,000 P20,067,500 P885,500 

ABOITIZ POWER CORPORATION 360,000 14,724,000 846,000 

AYALA CORPORATION 47,000 26,790,000 196,770 

BELLE CORPORATION 250,000 402,500 15,000 

CITICORE ENERGY REIT CORP. 200,000 702,000 20,800 

DDMP REIT, INC. 900,000 963,000 41,556 

DMCI HOLDINGS, INC. 1,500,000 16,350,000 900,000 

EAST WEST BANKING CORPORATION 10,000 109,200 6,800 

MANILA ELECTRIC COMPANY 26,216 14,117,316 360,103 

MANILA WATER COMPANY, INC. 1,190,000 47,005,000 2,190,790 

METRO PACIFIC INVESTMENTS CORPORATION 3,000,000 15,540,000 282,000 

PHINMA CORPORATION 125,823 2,252,232 75,494 

PLDT INC. 1,100 1,338,700 51,700 

RIZAL COMMERCIAL BANKING CORPORATION 13,800 353,280 9,660 

ROCKWELL LAND CORPORATION 45,700 91,400 - 

SECURITY BANK CORPORATION 241,640 16,600,668 351,000 

SYNERGY GRID & DEVELOPMENT PHILS., INC. 1,135,000 12,394,200 - 

SM PRIME HOLDINGS, INC. 300,000 7,035,000 144,000 

UNION BANK OF THE PHILIPPINES 134,458 4,410,222 134,458 

 10,055,737 P201,246,218 P6,511,631 

 
 
 



 

 

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
SCHEDULE B - AMOUNTS RECEIVABLES FROM DIRECTORS OFFICERS, EMPLOYEES, RELATED PARTIES AND PRINCIPAL 

STOCKHOLDERS (OTHER THAN RELATED PARTIES) 
JUNE 30, 2025 

(Amounts in Thousands) 
 

June 30, 2025 
             

Name and designation of debtor 

 Balance at 
beginning of 

period  
Amounts (collected) 

/transferred 

 
Amounts 
written-off 

 

Current 

 
Non-

current 

 
Balance at 

end of period 
             

SMC employees  P87  (P85)  P-  P2  P-  P2 
Other related parties of SCPC  -  -  -  -  -  - 
Other related parties of SMPC  84,666  5,114  -  89,780  -  89,780 
  P84,753  P5,029  P-  P89,782  P-  P89,782 

  

 

 

  



 

 

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
SCHEDULE C - AMOUNTS RECEIVABLE FROM RELATED PARTIES WHICH ARE ELIMINATED DURING CONSOLIDATION OF 

FINANCIAL STATEMENTS 
JUNE 30, 2025 

(Amounts in Thousands) 
   

June 30, 2025 
               

Name and designation of 
Debtor 

 
Beginning 

Balance  
Additions 

(Collections) 

 
Assignment / 
Condonation 

 
Written 

Off 

 

Current 

 
Non-

current 

 Balance at 
end of 
period 

Trade receivables 
SCPC 

 
P429,545  (58,435) 

 
P- 

 
P- 

 
P371,110 

 
P- 

 
P371,110 

SMPC  1,792  -  -  -  1,792  -  1,792 
Amounts owed by related 
party 
SCPC 

 

154,120  - 

 

- 

 

- 

 

154,120 

 

- 

 

154,120 
SMC  9,035  (5,199)  -  -  4,042  -  4,042 
               
  P594,492  (P63,634)  P-  P-  P531,064  P-  P531,064 

  

 

  



 

 

 
STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 

SCHEDULE D - LONG-TERM DEBT 
JUNE 30, 2025 

(Amount in thousands) 
      

June 30, 2025      

Title of issue 

 
Amount authorized by 

indenture 

 Amount shown under 
FDSWLRQ�³&XUUHQW�SRUWLRQ�RI�

borrowings´ 

Amount shown under caption 
³/RQJ�WHUP�GHEW´�LQ�UHODWHG�

balance sheet 
         
Loans payable      
     Omnibus Loan and Security  
         Agreement (OLSA) 

 
P407,788  P72,362 P335,426 

     Short-term loans from local  
         banks 

 
1,818,286  1,818,286 - 

  P2,226,074  P1,890,648 P335,426 
 
 
 
  



 

 

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
SCHEDULE E - INDEBTEDNESS TO RELATED PARTIES (LONG-TERM LOANS FROM RELATED PARTIES) 

JUNE 30, 2025 
(Amount in Thousands) 

 

Name of related party Balance at beginning of period Balance at the end of the period 

NOT APPLICABLE 
 
  



 

 

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 

SCHEDULE F - GUARANTEES OF SECURITIES OF OTHER ISSUERS 

JUNE 30, 2025 

 

JUNE 30, 2025 
 
    

     
Name of issuing entity of securities 

guaranteed by the Company for which 
this statement is filed 

Title of issue of each class 
of securities guaranteed 

Total amount 
guaranteed and 

outstanding 

Amount owned by 
person for which 
statement is filed 

Nature of 
guarantee 

 

NOT APPLICABLE 
 
  



 

 

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
SCHEDULE G ± CAPITAL STOCK 

JUNE 30, 2025 
     
     

JUNE 30, 2025    
    

  
Number of shares issued and 
outstanding as shown under 

related balance sheet 

Number of shares reserved 
for options, warrants, 

conversion and other rights 

Number of shares held by 

Title of issue 

Number of 
shares 

authorized 
Related 
parties 

Directors, 
officers and 
employees Others 

       

Common shares 2,000,000,000 1,418,812,081 - 1,143,661,621 7 275,150,453 

 



 

 

 
 
 
 
 

RECONCILIATION OF RETAINED EARNINGS 
AVAILABLE FOR DIVIDEND DECLARATION 

AS REQUIRED BY REVISED SRC RULE 68 ANNEX 68-D 
AS AT JUNE 30, 2025 
(Amount in Thousands) 

  

STENIEL MANUFACTURING CORPORATION 
Gateway Business Park, Brgy. Javalera, 

General Trias, Cavite, Philippines 
  

  

Unappropriated Retained Earnings (Deficit), as adjusted to 
     available for dividend distribution, beginning* (P1,451,157) 
Net income actually earned during the period  
Net income during the period closed to Retained Earnings (Deficit) 6,730 
Unappropriated Retained Earnings (Deficit) available for dividend  
      declaration, ending** (P1,444,427) 

  
*According to Section 5 of SEC Memorandum Circular No.11 (Series of 2008), a corporation cannot 
declare dividends when it has zero or negative Retained Earnings (otherwise known as Deficit). 
**Pursuant to the Restated and Amended Omnibus Agreement signed by the Company (as borrower) and 
lenders/creditor in October 2010, the Company is prohibited from declaring dividends to its owners until 
full payment of all amounts payable, unless consented in writing by the lenders/creditors. 
 
 
  



 

 

STENIEL MANUFACTURING CORPORATION 
AND SUBSIDIARIES 

 
MAP OF CONGLOMERATE 

 
 
 
 
 
 
 
 
 
 

SUBSIDIARIES 
 
 
  

STENIEL MANUFACTURING 
CORPORATION 

(Parent, a holding company listed in PSE) 

STENIEL CAVITE 
PACKAGING CORPORATION 

(100%)* 

STENIEL MINDANAO 
PACKAGING CORPORATION 

(100%)** 

*Treasure Packaging Corporation is a wholly-owned subsidiary of Steniel Manufacturing Corporation (STN) which was merged 
with Steniel Cavite Packaging Corporation effective May 30, 2018. 
**Steniel Mindanao Packaging Corporation was acquired by STN on December 29, 2020 



 

 

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
Gateway Business Park, 

Brgy. Javalera, General Trias, Cavite, Philippines 
SCHEDULE OF FINANCIAL SOUNDNESS INDICATORS 

     

     

Ratio Formula As of June 
30, 2025 

As of 
December 31, 

2024 

As of June 
30, 2024 

     

Liquidity:     

Current Ratio Current Assets 
1.13 1.11 1.13  Current Liabilities 

     

Solvency:     

Debt to Equity Ratio  
Total Liabilities (Current 

+ Noncurrent) 3.23 3.82 3.44 
 Equity 
     

Asset to Equity Ratio 
Total Assets (Current + 

Noncurrent) 4.23 4.82 4.44 
 Equity 
     

Profitability: 
Net Income Attributable 
to Equity Holders of the 

Parent Company 
2% 4% 2% Return on Average  

Equity Attributable to  
Equity Holders of the  
Parent Company 

Average Equity 
Attributable to Equity 
Holders of the Parent 

Company 
     

  As of June 
30, 2025 

As of 
December 31, 

2024 

As of June 
30, 2024 

Operating Efficiency:     

Operating Margin 

Income from Operating 
Activities 5% 5% 8% 
Net Sales 

     

Return on Equity Net Income 
3% 10% 10%  Equity 

     

Return on Assets Net Income 
1% 2% 2%  Total Assets 
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STENIEL MANUFACTU RING CORPORATION
Gatelvay Business Park, Brgy. Javalera, Gen. Trias, Cavite

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management ofSTENlEL MANUFACTURING CORPORATION AND SUBSIDIARIES (the
"Group") is responsible for the preparation and fair presentation oi the consolidated financial
statements including lhe schedules attached therein, for the years ended December J I, 2024, 2023 and
2022, in accordance with the prescribed financial reporting framework indicated therein, and for such
intemal control as management determines is necessary to enable lhe preparation of the consolidated
financial statements that are flee fiom material misstatement, whether due to t'raud or error.

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

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

Valdes, Abad & Company, CPAs, the independent auditor appointed by the stockholders, has audited
the consolidated financial statements ofthe Group in accordance with Philippine Standards on Audiling,
and in its report to the slockholden, has expressed its opinion on the faimess of presentation upon
completion of such audit.

Nixon Y. Lim
Chairman & President

Eliza C. Ma l-
urer/Chiel Financial Officer

Signed this ?tfr day or lrlril,lots

The Board of Directors is responsible for oveneeing the Group's financial reporting process.
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SUBSCRIBED AND SWORN to before me this 2I APR 2025 , "r
PASIG Crr[ity,

affiants exhibited to me their respective competent evidence of identification, as follows:

Valid ldentificationName
NIXON Y. LIM
ELIZA C. MACURAY

Philippine Passport No. until September 23, 2031
Philippine Passport No. until September 9, 2030

G V. PAULO
No. 181

Notary Pasrg and Pateros
UnUl D¤csmber 31,
Atbmoys Ro tlo. 81565

33rd Floor, Th¤ Oriont Square
F. Ortlgss Jr. Road, Ortlgas Contsr, Pasig Cfiy

PTR Rsc¤ipt No. 2863412; 01.02.25; Pasig City
IBP oR tlo. 497003; 01.03.25; RSM

MCLE Comdhncs Vlll 0011&4; 4.14.28

WITNESS MY HAND AND SEAL on the dale and at the place first above written.

Doc No. lbb
Pace No.--rf
Bo;kNo. tr
Series of 2025
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CONTACT PERSON INFORMATION 
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Name of Contact Person  Email Address  Telephone Number/s  Mobile Number 

ELIZA C. MACURAY  elizmacuray@yahoo.com  8361-9061  0918-911-0919 
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Gateway Business Park, Brgy Javalera, General Trias, Cavite 
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-             -             

As restated
ASSETS Note 2024 2023

CURRENT ASSETS
Cash 7 67,262       113,041     
5HFHLYDEOHV�±�QHW 8 737,367     852,652     
,QYHQWRULHV�±�QHW 9 2,645,320  2,040,582  
3UHSD\PHQWV�DQG�RWKHU�FXUUHQW�DVVHWV�±�QHW 10 208,140     276,760     

Total Current Assets 3,658,089  3,283,035  

NON-CURRENT ASSETS
3URSHUW\��SODQW�DQG�HTXLSPHQW�±�QHW 12 828,093     775,385     
Investment in equity securities 13 180,992     139,854     
5LJKW�RI�XVH�DVVHW�±�QHW 25 12,870       19,308       
Deferred tax assets 24 9,606         4,580         
Other assets 10 1,490         1,738         

Total Non-Current Assets 1,033,051  940,865     

TOTAL ASSETS 4,691,140  4,223,900  

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Trade and other payables 14 2,009,532  1,869,811  
/RDQV�SD\DEOH�±�QHW�RI�QRQ�FXUUHQW�SRUWLRQ 15 1,239,780  942,134     
Due to related parties 16 43,453       47,883       
/HDVH�OLDELOLW\�±�QHW�RI�QRQ�FXUUHQW�SRUWLRQ 26 8,449         9,403         

Total Current Liabilities 3,301,214  2,869,231  

NON-CURRENT LIABILITIES
Loans payable 15 389,368     468,231     
Lease liability 26 6,709         12,812       
Retirement liability 24 21,204       13,940       

Total Non-Current Liabilities 417,281     494,983     

EQUITY
Share capital 17 1,418,812  1,418,812  
Additional paid-in capital 18 408,423     408,423     
Deficit (869,201)    (973,756)    
Reserve for retirement liability 25 (3,089)        204            
Unrealized gain on available for sale financial assets 13 17,700       6,003         

Total Equity 972,645     859,686     

TOTAL LIABILITIES AND EQUITY 4,691,140  4,223,900  

See accompanying Notes to the Consolidated Financial Statements

December 31,

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(Amounts in Philippine Thousand Peso)



As restated
For the Years Ended December 31, Note 2024 2023 2022

REVENUE 19 3,277,148   3,406,867  2,205,413  

COST OF SALES AND SERVICES 20 2,736,689   2,993,880  1,823,634  

GROSS PROFIT 540,459      412,987     381,779     

OPERATING EXPENSES 21 380,873      331,946     268,133     

FINANCE CHARGES, NET 93,629        81,578       45,933       

27+(5�,1&20(��/266(6��±�1(7 22 76,375        126,847     (36,723)      

NET INCOME BEFORE TAX 142,332      126,310     30,990       

INCOME TAX EXPENSE 23 42,173        44,450       2,635         

NET INCOME 100,159      81,860       28,355       

OTHER COMPREHENSIVE INCOME (LOSS)
Unrealized gain (loss) on financial assets at FVOCI 13 16,093        23,581       (4,382)        
Unrealized gain (loss) on defined benefit obligation 24 (3,293)         -             (1,007)        

TOTAL COMPREHENSIVE INCOME 112,959      105,441     22,966       

BASIC AND DILUTED EARNINGS PER SHARE 0.0706        0.0577       0.0200       

See accompanying Notes to the Consolidated Financial Statements

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES

(Amounts in Philippine Thousand Peso, Except for Basic and Diluted Earnings Per Share )



As restated
Note 2024 2023 2022

SHARE CAPITAL
Balance at Beginning and End of Year 17 1,418,812   1,418,812  1,418,812  

ADDITIONAL PAID-IN CAPITAL
Balance at Beginning and End of Year 18 408,423      408,423     408,423     

DEFICIT
Balance at beginning of year (973,756)     (1,069,848) (1,107,813) 
Transfer of fair value reserve of

equity instrument held at FVOCI 13 4,396          14,232       9,610         
Net income for the year 100,159      81,860       28,355       
Balance at end of year (869,201)     (973,756)    (1,069,848) 

NET UNREALIZED GAIN ON
INVESTMENT IN EQUITY INSTRUMENTS 13

Balance at beginning of year 6,003          (3,346)        10,646       
5HDOL]HG�JDLQ��ORVV��IURP�IDLU�YDOXDWLRQ�±�QHW 16,093        23,581       (4,382)        
Transfer of fair value reserve of

equity instrument held at FVOCI (4,396)         (14,232)      (9,610)        
Balance at beginning and end of year 17,700        6,003         (3,346)        

RESERVE FOR RETIREMENT
BENEFITS LIABILITY 24

Balance at beginning of year 204             204            1,211         
5HPHDVXUHPHQW�JDLQ��ORVV��±�QHW (3,293)         -             (1,007)        
Balance at beginning and end of year (3,089)         204            204            

TOTAL EQUITY 972,645      859,686     754,245     

See accompanying Notes to the Consolidated Financial Statements -              -             -             

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(Amounts in Philippine Thousand Peso)

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES

December 31,



As restated
For the Years Ended December 31, Note 2024 2023 2022

CASH FLOWS FROM OPERATING ACTIVITIES
Income before tax 142,332      126,310     30,990       
Adjustment for:

Dividend income 23 (6,791)         (5,550)        (4,759)        
Interest income 23 (56)              (51)             (38)             
Interest expense 15, 16 96,538        77,970       41,711       
Interest on lease 26 1,187          3,608         4,223         
Depreciation 12 190,245      249,378     232,198     
Retirement expense 24 2,983          4,036         1,360         
Provision (Reversal) for inventory obsolescence 9 (23,482)       -             3,960         
Gain on disposal of invesment 13 -              (69,399)      -             
Gain on sale of property and equipment 12 -              -             (4,000)        
Unrealized foreign exchange (gain) loss 22 (11,838)       -             (65,901)      
Provision for loss due to earthquake 94               -             -             
Provision for expected credit losses 8 29,885        -             12,582       

Operating income before changes in working capital 421,097      386,302     252,326     
Decrease (increase) in:

Receivables, net 99,065        8,619         (449,067)    
Inventories, net (581,257)     (152,122)    (1,249,744) 
Prepayments and other current asset 25,730        (129,712)    (81,507)      

Increase (decrease) in:
Trade and other payables 136,511      (167,422)    1,465,449  

Cash generated from (used for) operations 101,146      (54,335)      (62,543)      
Dividend received 22 6,791          5,550         4,759         
Interest received 7 56               51              38              
Interest paid 15, 16 (95,221)       (77,970)      (41,711)      
Benefits paid 24 (108)            -             (184)           

Net Cash from Operating Activities 12,664        (126,704)    (99,641)      

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of properties and equipment 12 (232,499)     (80,426)      (514,561)    
Proceeds from properties and equipment 12 -              -             30,000       
Additions of investments in equity securities 13 (44,716)       (86,605)      (26,830)      
Proceeds from investments in equity securities 13 19,671        69,421       29,071       
Decrease in other non-current assets 10 247             1,881         5,709         

Net Cash from Investing Activities (257,297)     (95,729)      (476,611)    

See accompanying Notes to the Consolidated Financial Statements

(Amounts in Philippine Thousand Peso)

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASHFLOWS



As restated
For the Years Ended December 31, Note 2024 2023 2022

CASH FLOWS FROM FINANCING ACTIVITIES
Availment of loan 15 2,042,435   3,732,865  1,558,111  
Payment of loan 15 (1,824,969)  (3,360,858) (916,000)    
Payment of finance lease liability 26 (12,995)       (70,797)      (69,878)      
Interest paid on leases 26 (1,187)         (3,608)        (4,223)        
Decrease in amounts owed to related parties 16 (4,430)         (11,737)      (8,002)        
Net Cash from Financing Activities 198,854      285,865     560,008     

NET INCREASE (DECREASE) IN CASH (45,779)       63,432       (16,244)      

CASH, BEGINNING 7 113,041      49,609       65,853       

CASH, END 7 67,262        113,041     49,609       

See accompanying Notes to the Consolidated Financial Statements

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES

&2162/,'$7('�67$7(0(176�2)�&$6+)/2:6�±�&217,18$7,21
(Amounts in Philippine Thousand Peso)



 
Approved by: ________________ 

Date: ________________ 

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
  

 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 2024, 2023 and 2022  

(Amounts in Philippine Thousand Peso, Unless Otherwise Indicated) 
 
 
NOTE 1 ± GENERAL INFORMATION 
 
Steniel Manufacturing Corporation �671�RU�WKH�³3DUHQW�&RPSDQ\´��ZDV�LQFRUSRUDWHG�DQG�UHJLVWHUHG�ZLWK�WKH�
Philippine Securities and Exchange Commission (SEC) on September 13, 1963. The Parent Company and its 
VXEVLGLDULHV��WKH�³*URXS�´�DUH�HQJDJHG�LQ�WKH�PDQXIDFWXULQJ��SURFHVVLQJ��DQG�VHOOLng of all kinds of paper products, 
paper board and corrugated carton containers, and all other allied products and processes. The Parent Company 
is listed in the Philippine Stock Exchange Inc. (PSE). 
 
On September 11, 2013, the SEC approved the Amended Articles of Incorporation of the Parent Company, 
extending the corporate life for another 50 years from September 13, 2013. With the passage of the Revised 
&RUSRUDWLRQ�&RGH�RI�WKH�3KLOLSSLQHV��³5&&´���WKH Company now has perpetual existence. 
 
)ROORZLQJ�D�GHFLVLRQ�PDGH�E\�WKH�&RPSDQ\¶V�%RDUG�RI�'LUHFWRUV��%2'��LQ������WR�UHRUJDQL]H�WKH�*URXS��WKH�
Parent Company ceased manufacturing operations in June 1997 due to continuing business losses. As a result, 
reorganization of the Group was carried out DQG�FRPSOHWHG�ZLWK�WKH�3DUHQW�&RPSDQ\¶V�SULQFLSDO�DFWLYLW\�QRZ�
limited to holding of investments. 
 
3ULRU� WR�������6WHQLHO� �1HWKHUODQGV��+ROGLQJV�%�9�� �³61+%9´���D�FRPSDQ\� LQFRUSRUDWHG� LQ�$PVWHUGDP��7KH�
Netherlands, owned 82.2716% of the shares of the Company.  SNHBV was then 100%-owned by Steniel 
�%HOJLXP��+ROGLQJV�19��³6WHQLHO�%HOJLXP´��� � �,Q�������6WHniel Belgium sold its shares in SNHBV to certain 
directors and officers of the Company.  With the sale of shares, SNHBV became the ultimate parent company. 
 
Consequent to the restructuring of the loan in 2010, remaining unissued capital stock of the Parent Company 
totaling 123, 817,953 shares were issued to Roxburgh Investment Limited (Roxburgh) to reduce the Parent 
&RPSDQ\¶V�RXWVWDQGLQJ�GHEWV��1RWHV����DQG���). The issuance of shares resulted to recognition of additional paid 
in capital. As a result, Roxburgh owns 12.3818% of the Parent Company, while the ownership of SNHBV as well 
as the public have been reduced to 72.0849% and 15.5333%, respectively. 
 
On January 18, 2012, the shareholders of SNHBV entered into a Share Purchase Agreement with Right Total 
Investments Limited (Right Total, a limited liability company incorporated in British Virgin Islands as an 
investment company), to purchase up to 100% of the issued and outstanding shares of SNHBV. With the sale of 
shares of SNHBV, Right Total became the owner of the 72.0849% shares of SNHBV consequently making Right 
Total as the ultimate parent company. 
 
On January 25, 2012, the Parent Company received a tender offer report from SNHBV offering to purchase the 
279,151,088 shares of minority investing public or 27.92% of the total issued shares at a price of ଑0.0012 per 
share or an aggregate price of ଑334.9 million. On February 25, 2012, only a total of 2,115,692 common shares 
were tendered in the Tender Offer and accepted by SNHBV, constituting 0.0021% of the total outstanding capital 
stock of the Parent Company. On March 8, 2012, payment for the Tendered Shares was delivered to the relevant 
broker participants on behalf of interested parties and there was a transfer to SNHBV of only 0.76% of the minority 
shares. Such accepted tender offer did not significantly change the percentage ownership of the minority investing 
public. 
 
On June 26, 2019, the Company approved the reacquisition of Steniel Mindanao Packaging Corporation 
�³603&´���DV�GHVFULEHG�EHORZ��WKURXJK�D�VKDUH�VZDS�WUDQVDFWLRQ�LQYROYLQJ�WKH�WUDQVIHU�RI������RI�WKH�RXWVWDQGLQJ�
capital stock of SMPC in favor of the Company in exchange for STN shares. The Company also approved the 
FRQYHUVLRQ�RI�WKH�ORDQV�H[WHQGHG�E\�*UHHQNUDIW�&RUSRUDWLRQ��³*UHHQNUDIW´��DQG�5R[EXUJK�LQWR�HTXLW\�� �7KHVH�
approvals were made in view of the need to address the negative capital of the Company.  
 
$V�SDUW�RI�WKH�SUHSDUDWLRQV�IRU�WKHVH�VKDUH�LVVXDQFHV��WKH�%RDUG�DSSURYHG�WKH�LQFUHDVH�RI�WKH�&RPSDQ\¶V�DXWKRUL]HG�
capital stock from Php1 Billion to Php2 Billion. The same was approved and ratified by the stockholders during 
WKH�DQQXDO�VWRFNKROGHUV¶�PHHWLng held on July 17, 2019 and reconfirmed on November 19, 2020. 
 



 
Approved by: ________________ 

Date: ________________ 

On October 7, 2020, Greenkraft Corporation (Greenkraft), Golden Bales Corporation (Goldenbales), Corbox 
Corporation (Corbox), Rex Chua and Clement Chua, as purchasers (collectively, the Buyers) entered into a Share 
Purchase Agreement with SNHBV as seller to acquire 649,908,308 common shares of the Parent Company, for a 
consideration of P64.99 million or P0.10 per share, broken down as follows: 

 

%X\HU  
1XPEHU�RI 
VKDUHV  

3HUFHQWDJH�RI 
2ZQHUVKLS 

     
*UHHQNUDIW�&RUSRUDWLRQ  �����������  ������ 
&RUER[�&RUSRUDWLRQ  �����������  ������ 
*ROGHQEDOHV�&RUSRUDWLRQ  �����������  ������ 
&OHPHQW�&KXD  ����������  ����� 
5H[�&KXD  ����������  ����� 
     
  �����������  ������ 

 
In compliance with the Securities and Regulations Code and its Implementing Rules and Regulations, the Buyer 
Group made a tender offer involving the remaining outstanding shares of the Company, excluding the 70,940,604 
common shares of SNHBV not included in the Share Purchase Agreement. The tender offer commenced on 
October 12, 2020 and ended on November 10, 2020 (Tender Offer Period). A total of 11,780,533 common shares 
of STN were tendered during the Tender Offer Period, which comprise approximately 1.18% of the total issued 
and outstanding shares of STN.  
 
Following the completion of the tender offer, SNHBV and the Buyer Group executed the deed of sale on 
November 23, 2020 involving the 649,908,308 shares of the Company.  The relevant taxes were paid and the 
corresponding CAR was secured.  As of the date hereof, the transfer of the 649,908,308 common shares in favor 
of the Buyer Group has been recorded in the books of STN. The transfer effectively reduced the shareholding of 
61+%9�WR����RI�WKH�&RPSDQ\¶V�RXWVWDQGLQJ�FDSLWDO�VWRFN��� 
 
2Q�'HFHPEHU�����������WKH�6(&�DSSURYHG�671¶V�DSSOLFDWLRQ�IRU�LQFUHDVH�RI�DXWKRUL]HG�FDSLWDO�VWRFN�IURP�3KS��
Billion to Php2 Billion resulting to the issuance of 418,821,081 common shares in favor of the Buyer Group, 
Greenkraft and Roxburgh.  The increase was (i) partly subscribed by the share swap transaction wherein STN 
reacquired SMPC in exchange for unissued shares of the STN; and (ii) partly subscribed through conversion of 
liability into equity.  
 
As at December 31, 2024 and December 31, 2023, SNHBV owns 5% interest in STN. 
 
7KH�3DUHQW�&RPSDQ\¶V�UHJLVWHUHG�DGGUHVV�DQG�SULQFLSDO�RIILFH�LV�ORFDWHG�DW�*DWHZD\�%XVLQHVV�3DUN��%UJ\��-DYDOHUD��
General Trias, Cavite, Philippines. 
 
Structure 
The consolidated financial statements include the consolidated financial statements of the Parent Company and 
the following subsidiaries incorporated in the Philippines. 
 

 3HUFHQWDJH�RI�2ZQHUVKLS 
 ����  ���� 
6WHQLHO�&DYLWH�3DFNDJLQJ�&RUSRUDWLRQ��6&3&�
 ����  ���� 
6WHQLHO�0LQGDQDR�3DFNDJLQJ�&RUSRUDWLRQ��603&�

 ����  ���� 
* Treasure Packaging Corporation (TPC) was merged with SCPC as approved by the SEC on May 30, 2018. 
** SMPC was reacquired on December 29, 2020 

 
Steniel Cavite Packaging Corporation (SCPC) 
SCPC was incorporated and registered with the SEC on November 9, 1993 primarily to engage in the 
manufacturing, processing and selling of all kinds of paper products and processes. 

 
On June 30, 2006, 6&3&¶V�%2'�GHFLGHG�WR�GLVFRQWLQXH�LWV�SDFNDJLQJ�RSHUDWLRQV�LQ�YLHZ�RI�WKH�FRQWLQXHG�EXVLQHVV�
losses incurred since its incorporation, in addition to difficult economic and business conditions. SCPC used to 
purchase, process and resell various paper products and lease its machinery and equipment to generate income, 
until 2015 when the former was discontinued. On January 10, 2017, the SEC approved the equity restructuring of 
SCPC which has wiped out the deficit as at December 31, 2016. 



 
Approved by: ________________ 

Date: ________________ 

 
TPC was incorporated and registered with the SEC on May 23, 1994 primarily to engage in the manufacturing, 
processing, purchasing, and selling on wholesale basis, paper, paper rolls, paper boards, cartons, containers, 
packaging material and other pulp and paper products. The registered office address and principal office of TPC 
is located at Hernan Cortes Street, Mandaue City, Cebu, Philippines. 

 
2Q�-XQH����������DQG�-XO\����������6&3&¶V�%2'�DQG�6KDUHKROGHUV�� UHVSHFWLYHO\��DSSURYHG� WKH�FKDQJH� LQ� LWV�
address and principal office at Gateway Business Park, Brgy. Javalera, General Trias, Cavite. 

 
In 2016, the merger between SCPC and TPC (the former as the surviving entity) was approved by the BOD and 
Shareholders of the respective entities. The application for merger was filed with the SEC on April 10, 2017 and 
was approved on May 30, 2018. 

 
Steniel Mindanao Packaging Corporation (SMPC) 
 
SMPC was incorporated on June 30, 1995 primarily to engage in the business of manufacturing, importing, 
buying, selling or otherwise dealings in, at wholesale and retail, all kinds of paper, paper rolls, paper boards, 
cartons, containers, packaging materials and other pulp and paper products. 
 
As at December 31, 2012, SMPC was a wholly-owned subsidiary of the Parent Company. In December 2013, the 
Parent Company sold its 9,249,995 common shares in SMPC to various entities and individuals.  
 
In 2019, the BOD and Stockholders of the Parent Company approved the reacquisition of shares of SMPC through 
a share swap transaction wherein all shareholders of SMPC will exchange all their shares in SMPC for shares of 
the Parent Company. In preparation fRU�WKHVH�VKDUH�LVVXDQFHV��WKH�3DUHQW�&RPSDQ\¶V�%2'�DSSURYHG�WKH�LQFUHDVH�
RI�WKH�&RPSDQ\¶V�DXWKRUL]HG�FDSLWDO�VWRFN�IURP�3KS��%LOOLRQ�WR�3KS��%LOOLRQ���7KH�VDPH�ZDV�DSSURYHG�DQG�UDWLILHG�
E\�WKH�VWRFNKROGHUV�GXULQJ�WKH�DQQXDO�VWRFNKROGHUV¶�PHHWLQJ�KHOG�RQ�-Xly 17, 2019 and reconfirmed on November 
19, 2020. 
 
On December 29, 2020, the Parent Company issued 269,250,000 shares to the shareholders of SMPC effecting 
WKH�VKDUH�VZDS�IROORZLQJ�WKH�6(&�DSSURYDO�RI�WKH�&RPSDQ\¶V�LQFUHDVH�LQ�DXWKRUL]HG�FDSLWDO�VWRFN�RQ�WKH�VDPH�
day.  The transfer of the SMPC shares in favor of the Company was subsequently recorded after the relevant 
&$5V�ZHUH�LVVXHG�E\�WKH�3KLOLSSLQH�%XUHDX�RI�,QWHUQDO�5HYHQXH��³%,5´���� 
 
As at December 31, 2024, and December 31, 2023, SMPC is a wholly owned subsidiary of the Parent Company. 
 
The principal place of business of SMPC is located at Km. 25 National Highway, Bunawan District, Davao City. 
 
Debt Restructuring 
 
Due to the working capital drain experienced by the Group as a result of prior debt service payments and the 
difficult business and economic conditions during the period, the Group found it difficult to sustain further 
payments of debt while at the same time ensuring continued operations. The Parent Company failed to settle its 
outstanding short-term and long-term loans which were supposed to mature at various dates in 2004, 2005, and 
2006 and was declared by the lending banks in default on May 25, 2006. Subsequently until 2009, the lending 
banks assigned and sold their respective outstanding loan balances to various third parties. On October 14, 2010, 
one of the new lenders, Greenkraft Corporation (Greenkraft), further assigned some of its loan receivables to 
Roxburgh. 
 
After the assignment and sale of loans from the lending banks to third parties, discussions were made with new 
creditors/lenders to restructure the outstanding loans covered by the Omnibus Agreement which the Parent 
Company has defaulted in 2006. On October 15, 2010, the Parent Company and the creditors/lenders signed the 
$PHQGHG�DQG�5HVWDWHG�2PQLEXV�$JUHHPHQW� �WKH� ³$PHQGHG�$JUHHPHQW´���ZKLFK� ILQDOO\� UHVROYHG� WKH�GHIDXOW�
situation. The essential elements of the Amended Agreement are summarized below: 
 

� The outstanding principal and accrued interest expense as at September 30, 2010 was restructured for 25 
years. 

� Conditional waiver of penalty and other charges upon the faithful performance by the Parent Company 
of the terms of restructuring. 
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� The outstanding principal and accrued interest expense as at September 30, 2010 shall be reduced via 
dacion en pago or sale of the following properties: (a) all of the outstanding common and preferred 
shares of stock in Steniel Land Corporation (SLC); (b) identified idle assets of STN and its subsidiaries; 
DQG��F��E\�ZD\�RI�FRQYHUVLRQ� LQWR�HTXLW\� WKURXJK� WKH� LVVXDQFH�RI�3DUHQW�&RPSDQ\¶V�XQLVVXHG�FDSLWDO�
stock. 

� The outstanding principal amount after the dacion en pago or sale of properties shall be paid in 92 
consecutive quarterly installments starting in January 2013. 

� The outstanding portion of the accrued interest after equity conversion shall be paid in 40 consecutive 
quarterly installments starting after year 15 from the date of restructuring. 

� Restructured outstanding principal will be subject to interest of 6% per annum for 15 years and 8% per 
annum on the 16th year onwards. 

� The restructured accrued interest expense prior to loan restructuring will be subject to interest of 8% per 
annum. 

� The restructured loan shall be secured by the assets/collateral pool under the Collateral Trust Agreement. 
� All taxes and fees, including documentary stamp taxes and registration fees, shall be for the account of 

the Group. 
� All other costs and expenses of restructuring including documentation costs, legal fees and out-of-pocket 

expenses shall be for the account of the Parent Company; and 
� Other conditions include: 

a. Lenders¶ representative to be elected as director in STN and in each of its subsidiaries. 
b. A merger, reorganization or dissolution of certain subsidiaries in line with the Business Plan. 
c. No dividend declaration or payments until the restructured obligations are fully paid. 
d. No new borrowing, unless with written consent of the lenders. 
e. No repayment of prepayment of any debt or obligation (other than operational expenses), unless 

with consent of the lenders. 
f. &UHGLWRU¶V�FRQVHQW�IRU�FKDQJH�LQ�PDWHULDO�RZQHUVKLS�LQ�WKH�*URXS�DQG�PRUWJDJRUV� 
g. Standard covenants, representations and warranties. 

 
Dacion en pago and Equity Conversion 
 
The dacion en pago of the Group's idle machineries, spare parts, and the equity conversion through the issuance 
of the Parent Company's capital stock have been completed as at December 31, 2010. The dacion en pago 
transaction reduced the outstanding loan principal amount by ଑122 million while the equity conversion reduced 
outstanding accrued interest by P248 million. 
 
The dacion en pago relating to the Group's shares in SLC and a subsidiary's land and land improvements and 
building and building improvements has a total value of ଑290.0 million. In 2012, certain certificates authorizing 
registration were issued and reduced the total value from ଑290.00 million to ଑289.88 million. 
 
In July 2019, the BOD and Stockholders of the Parent Company approved the conversion of debt into common 
shares of the Parent Company. Consequently, principal payments on long-term debt was suspended beginning 
July 2019. On December 29, 2020, the Parent Company issued shares to the lenders effecting the debt-to-equity 
conversion following the SEC approval of the Parent Company's increase in authorized capital stock on the same 
day (Notes 15 and 18). The outstanding balance of the borrowings were reduced by ଑149.56 million as a result of 
the debt-to-equity conversion. 
 
,Q�6HSWHPEHU�������WKH�GDFLRQ�HQ�SDJR�ZDV�FRPSOHWHG�UHODWLQJ�WR�WKH�*URXS¶V�VKDUHV�LQ�6/&��7KH�*URXS�DVVLJQHG�
its shares in SLC to Greenkraft as payment to its remaining balance of borrowings to Greenkraft amounting to 
଑190,000. As of September 30, 2023, the Group has fully-settled its borrowings to Greenkraft. 
 
Restructuring of Subsidiaries 
 
In 2011, following the provisions in the Amended Agreement, the Parent Company filed a merger application 
with the SEC to absorb TPC. On August 12, 2013, following management's assessment, the Board of STN and 
TPC approved the withdrawal of the merger application filed with SEC as the same no longer appears feasible. 
Management has been instructed to explore other options, i.e., merger of or with other subsidiaries. 
 
In addition, SCPC submitted a merger application with SEC in October 2011 to absorb three (3) dormant 
subsidiaries: (a) Metroplas Packaging Products Corporation (MPPC), (b) Metro Paper and Packaging Products, 
Inc. (MPPPI) and (c) Steniel Carton System Corporation (SCSC) using June 30, 2011 financial statements. On 
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March 2, 2012, the SEC approved the certificate of filing of the articles and plan of merger, which documents 
were received by SCPC on July 31, 2012. All financial information presented for the periods prior to the merger 
has been restated to reflect the combined financial statements of the absorbed corporation as though the merger 
had occurred at the beginning of 2010. 
 
The Parent Company also has a 39.71% direct and indirect (through SCPC & TPC) interest in SLC. In 2010, all 
of the ownership interest of TPC and STN was assigned to Greenkraft, and the remaining interest of SCPC in 
SLC is 29.21% as of December 31, 2022. As at December 31, 2022, Greenkraft holds 70.77% interest in SLC 
while the remaining interest of SCPC is 29.21%. 
 
,Q�6HSWHPEHU�������WKH�GDFLRQ�HQ�SDJR�ZDV�FRPSOHWHG�UHODWLQJ�WR�WKH�*URXS¶V�VKDUHV�LQ�6/&��7KH�*URXS�DVVLJQHG�
its 727,050 preferred shares in SLC to Greenkraft to fully settle its remaining balance of borrowings to Greenkraft 
amounting to ଑190 million. 
 
Interest Payments 
 
On December 2, 2011, the current creditors/lenders agreed to waive the payment of interest for the first two (2) 
years of the loan commencing on the restructuring date, to correspond to the principal repayment as stated in the 
Amended Agreement. Hence, interest payments shall be made in accordance with the Amended Agreement but 
shall commence on the 27th month after the restructuring date, inclusive of a two (2) year grace period. In relation 
to this, on March 1, 2012, the accrued interest which was capitalized as part of the loan principal in 2010 in 
accordance with the Amended Agreement, was also condoned by its major creditors effective December 31, 2011. 
 
In 2013, due to continuous working capital drain experienced by the Group as a result of difficult economic and 
business conditions, the Group requested reconsideration to defer the implementation of the loan agreement from 
the creditors which was acted favorably. The Group was granted another two (2) years extension of principal 
repayment, reduction of interest rate from 6% to 2% for the first five (5) years and further waive interest charges 
annually until 2019. Consequent to the BOD approval of the conversion of debt to common shares of the Parent 
Company in 2019, principal and interest payments on long-term debt was suspended beginning July 2019. 
 
Status of Operations 
 
The Group has temporarily ceased its principal operations and has incurred recurring losses in prior years resulting 
to a deficit of ଑884 million and ଑942 million as at December 31, 2024 and 2023, respectively. 
 
To improve this condition, the management has taken the following measures: 
 
On July 17, 2019, the BOD and Stockholders of the Parent Company approved the acquisition of shares of SMPC 
through a share swap transaction and the conversion of loans from Greenkraft Corporation and Roxburgh 
Investments Limited into common shares in the Parent Company. To accommodate the transactions discussed 
above, the BOD and Stockholders approved the amendment of the Articles of Incorporation to increase the 
authorized capital stock from ଑1 billion, divided into one billion common shares to ଑2 billion, divided into two 
billion common shares with par value of ଑1 per share (Notes 15 and 18). 
 
On December 29, 2020, upon the SEC's approval of the Parent Company's increase in authorized capital stock, 
the Parent Company issued shares to the lenders effecting the debt-to-equity conversion thereby reducing the 
outstanding balance of the borrowings by ଑149.56 million. Further, The Parent Company also issued shares to the 
shareholders of SMPC effecting the share swap transaction resulting to a gain of ଑267.459 million from the 
acquisition of a subsidiary (Note 5). The realization of these transactions resolved the capital deficiency position 
of the Group. 
 
Based on the foregoing, the consolidated financial statements have been prepared on a going concern basis, which 
assumes that the Group will continue in existence. 
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NOTE 2 - BASIS OF PREPARATION AND PRESENTATION OF FINANCIAL STATEMENTS  
 
2.1 Statement of compliance 
 
The accompanying audited consolidated financial statements have been prepared in compliance with Philippine 
Financial Reporting Standards (PFRS). PFRS are based on International Financial Reporting Standards (IFRS) 
issued by the International Accounting Standards Board (IASB). PFRS, issued by the Philippine Financial 
Reporting Standards Council (FRSC), consist of PFRS, Philippine Accounting Standards (PAS) and Philippine 
Interpretations. 
 
The accompanying consolidated financial statements of the Group as at December 31, 2024 and 2023, and for 
each of the three years in the period ended December 31, 2024 were approved and authorized for issuance by the 
Board of Directors on April 28, 2025. 
 
2.2 Basis of measurement 
 
The consolidated financial statements of the Group have been prepared on a historical cost basis except for 
investment in equity securities which are carried at fair value and retirement benefits liability ± net which is 
measured at present value of defined benefits obligation less fair value of plan assets.  
 
2.3 Going concern assumption  
 
The preparation of the accompanying condensed consolidated financial statements of the Group is based on the 
premise that the Group operates on a going concern basis, which contemplate the realization of assets and 
settlement of liabilities in the normal course of business. The management does not intend to liquidate. 
 
2.4 Functional and presentation currency 
 
The consolidated ILQDQFLDO�VWDWHPHQWV�DUH�SUHVHQWHG�LQ�3KLOLSSLQH�SHVR��଑���ZKLFK�LV�WKH�IXQFWLRQDO�FXUUHQF\�RI�WKH�
Group. All financial information expressed in Philippine peso is rounded off to the nearest thousand peso, except 
when otherwise indicated. 
 
2.5 Basis of consolidation 
 
The consolidated financial statements include the financial statements of the Parent Company and its subsidiaries. 
 
Subsidiaries are entities controlled by the Group. In accordance with PFRS 10, Consolidated Financial 
Statements, the Group controls an entity when it is exposed to, or has the rights to, variable returns from its 
involvement with the entity and has the ability to affect those returns through its power over the entity. The 
financial statements of the subsidiaries are included in the consolidated financial statements from the date when 
the Group obtains control and continue to be consolidated until the date when such control ceases. 

 
The consolidated financial statements are prepared for the same reporting period as the Parent Company, using 
uniform accounting policies for like transactions and other events in similar circumstances. Intergroup balances 
and transactions, including intergroup unrealized profits and losses, are eliminated in preparing the consolidated 
financial statements. 
 
2.6 Business combinations  
 
Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as 
the aggregate of the consideration transferred measured at acquisition date fair value and the amount of any non-
controlling interest in the acquiree. For each business combination, the Group elects whether to measure the non-
FRQWUROOLQJ� LQWHUHVW� LQ� WKH�DFTXLUHH�DW� IDLU�YDOXH�RU�DW� WKH�SURSRUWLRQDWH�VKDUH�RI� WKH�DFTXLUHH¶V� LGHQWLILDEOH�QHW�
assets. Acquisition related costs are expensed as incurred and included in administrative expenses.  
 
When the Group acquires a business, it assesses the financial assets and financial liabilities assumed for 
appropriate classification and designation in accordance with the contractual terms, economic circumstances and 
pertinent conditions as at the acquisition date. This includes the separation of embedded derivatives in host 
contracts by the acquiree.  
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If the business combination is achieved in stages, the previously held equity interest is remeasured at its acquisition 
date fair value and any resulting gain or loss is recognized in profit or loss. Any contingent consideration to be 
transferred by the acquirer will be recognized at fair value at the acquisition date. Subsequent changes to the fair 
value of the contingent consideration, which is deemed to be an asset or liability, will be recognized in accordance 
with PFRS 9. Contingent consideration classified as an asset or liability that is a financial instrument and within 
the scope of PFRS 9, is measured at fair value with changes in fair value recognized either in profit or loss or as 
a change to other comprehensive income. If the contingent consideration is not within the scope of PFRS 39, it is 
measured in accordance with the appropriate PFRS. Contingent consideration that is classified as equity is not 
remeasured and subsequent settlement is accounted for within equity.  
 
Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred and the 
amount recognized for non-controlling interest over the net identifiable assets acquired and liabilities assumed. 
 
If the fair value of the net assets acquired is in excess of the aggregate consideration transferred, the gain is 
recognized in profit or loss.  
 
After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of 
impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each 
RI�WKH�*URXS¶V�FDVK-generating units (CGU) that are expected to benefit from the combination, irrespective of 
whether other assets or liabilities of the acquiree are assigned to those units. 
 
Transactions with non-controlling interests 
 
7KH�*URXS¶V�WUDQVDFWLRQV�ZLWK�QRQ-controlling interests that do not result in loss of control are accounted for as 
equity transactions ± that is, as transactions with the owners of the Group in their capacity as owners.  The 
difference between the fair value of any consideration paid and the relevant share acquired of the carrying value 
of the net assets of the subsidiary is recognized in equity.  Disposals of equity investments to non-controlling 
interests results in gains and losses for the Group that are also recognized in equity. 
 
Loss of control and disposal of subsidiaries 
 
When the Group ceases to have control over a subsidiary, any retained interest in the entity is re-measured to its 
fair value at the date when control is lost, with the change in carrying amount recognized in profit or loss.  The 
fair value is the initial carrying amount for the purposes of subsequently accounting for the retained interest as an 
associate, joint venture or financial asset. A change in the ownership interest of a subsidiary, without a loss of 
control, is accounted for as an equity transaction. If the Parent Company loses control over the subsidiary, it: 
 

� derecognizes the assets, including goodwill, and liabilities of the subsidiary  
� derecognizes the carrying amount of any non-controlling interest  
� derecognizes the cumulative transaction differences recorded in equity  
� recognizes the fair value of the consideration received  
� recognizes the fair value of the any investment retained  
� recognizes any surplus or deficit in profit or loss  
� UHFODVVLILHV� WKH�SDUHQW¶V� VKDUH�RI� FRPSRQHQWV�SUHYLRXVO\� UHFRJQL]HG� LQ�2&,� WR�SURILW�RU� ORVV� UHWDLQHG�

earnings, as appropriate. 
 
2.7 Use of judgment and estimates 
 
The preparation of the *URXS¶V consolidated financial statements requires management to make judgments, 
estimates and assumptions that affect the amounts reported in the *URXS¶V financial statements and accompanying 
notes. 
 
Judgments are made by management in the development, selection and disclosure of the Group¶V significant 
accounting policies and estimates and the application of these policies and estimates. 
 
The estimates and assumptions are reviewed on an on-JRLQJ�EDVLV���7KHVH�DUH�EDVHG�RQ�PDQDJHPHQW¶V�HYDOXDWLRQ�
of relevant facts and circumstances as of the reporting date.  Actual results could differ from such estimates. 
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Revision to accounting estimates are recognized in the period in which the estimate is revised if the revision 
affects only that period or in the period of the revision and future periods if the revision affects both current and 
future periods. 
 
The areas where significant judgments and estimates have been made in preparing the consolidated financial 
statements and their effects are disclosed in Note 4. 
 
2.8 Adoption of new and revised accounting standards 
 
7KH�*URXS¶V�DFFRXQWLQJ�SROLFLHV�DUH�FRQVLVWHQW�ZLWK�WKRVH�RI�WKH�SUHYLRXV�ILQDQFLDO�\HDU��H[FHSW�IRU�WKH�DGRSWLRQ�
of the following new accounting pronouncements: 
 
New and Amended Accounting Standards Effective in 2024 
 
Effective beginning on or after January 1, 2024 
 
Amendment to PFRS 16 ± Leases on sale and leaseback. These amendments include requirements for sale and 
leaseback transactions in IFRS 16 to explain how an entity accounts for a sale and leaseback after the date of the 
transaction. Sale and leaseback transactions where some or all the lease payments are variable lease payments that 
do not depend on an index or rate are most likely to be impacted. 
 
Amendment to PAS 1 ± Non-current liabilities with covenants. These amendments clarify how conditions with 
which an entity must comply within twelve months after the reporting period affect the classification of a liability. 
The amendments also aim to improve information an entity provides related to liabilities subject to these 
conditions. 
 
Amendment to PAS 7 and PFRS 7 - Supplier finance. These amendments require disclosures to enhance the 
WUDQVSDUHQF\�RI�VXSSOLHU�ILQDQFH�DUUDQJHPHQWV�DQG�WKHLU�HIIHFWV�RQ�DQ�HQWLW\¶V�OLDELOLWLHV��FDVK�IORZV�DQG�H[SRVXUH�
WR�OLTXLGLW\�ULVN��7KH�GLVFORVXUH�UHTXLUHPHQWV�DUH�WKH�,$6%¶V�UHVSRQVH�WR�LQYHVWRUV¶�FRQFHUQV�WKDW�VRPH�FRPSDQLHV¶�
VXSSOLHU�ILQDQFH�DUUDQJHPHQWV�DUH�QRW�VXIILFLHQWO\�YLVLEOH��KLQGHULQJ�LQYHVWRUV¶�DQDO\VLV� 
 
The amendments do not have material impact on the consolidated financial statements. 
 
Standards and Interpretations Issued but not yet Effective  
 
Pronouncements issued but not yet effective are listed below. Unless otherwise indicated, the Group does not 
expect that the future adoption of the said pronouncements will have a significant impact on the financial 
statements. The Group intends to adopt the following pronouncements when they become effective. 
 
Effective beginning on or after January 1, 2025 
 
Amendments to PAS 21 - Lack of Exchangeability. An entity is impacted by the amendments when it has a 
transaction or an operation in a foreign currency that is not exchangeable into another currency at a measurement 
date for a specified purpose. A currency is exchangeable when there is an ability to obtain the other currency (with 
a normal administrative delay), and the transaction would take place through a market or exchange mechanism 
that creates enforceable rights and obligations. 
 
Effective beginning on or after January 1, 2026 
 

� Amendments to PFRS 9 and PFRS 7, Classification and Measurement of Financial Instruments 
� Annual Improvements to PFRS Accounting Standards - Volume 11 

o Amendments to PAS 7, Cost Method 
o Amendments to PFRS 1, Hedge Accounting by a First-time Adopter 
o Amendments to PFRS 7, Gain or Loss on Derecognition 
o Amendments to PFRS 9, Lessee Derecognition of Lease Liabilities and Transaction Price 
o Amendments to PFRS 10, 'HWHUPLQDWLRQ�RI�D�³'H�)DFWR�$JHQW´ 

 
The Group is currently assessing the impact of adopting these standards on its consolidated financial statements. 
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Effective beginning on or after January 1, 2027 
 
PFRS 18, Presentation and Disclosure in Financial Statements 
 
The new standard impacts the classification of profit or loss items (i.e. into operating, investing, and financing 
categories) and the presentation of subtotals in the statement of profit or loss (i.e. operating profit, and profit 
before financing and income taxes). The new standard also changes the aggregation and disaggregation of 
information presented in the primary financial statements and in the notes. It also introduces required disclosures 
about management-defined performance measures. 
 
PFRS 19, Subsidiaries without Public Accountability: Disclosures 
 
The Group is currently assessing the impact of adopting this standard on its consolidated financial statements. 
 
Deferred effectivity 
 
Amendments to PFRS 10, Consolidated Financial Statements, and PAS 28, Sale or Contribution of Assets between 
an Investor and its Associate or Joint Venture 
 
The amendments address the conflict between PFRS 10 and PAS 28 in dealing with the loss of control of a 
subsidiary that is sold or contributed to an associate or joint venture. The amendments clarify that a full gain or 
loss in recognized when a transfer to an associate or joint venture involves a business as defined in PFRS 3. Any 
gain or loss resulting from the sale or contribution of assets that does not constitute a business, however, is 
UHFRJQL]HG�RQO\�WR�WKH�H[WHQW�RI�XQUHODWHG�LQYHVWRUV¶�LQWHUHVWV�LQ the associate of joint venture. 
 
On January 13, 2016, the Financial Reporting Standards Council deferred the original effective date of January 1, 
2026 of the said amendments until the IASB completes its broader review of the research project on equity 
accounting that may result in the simplification of accounting for such transactions and of other aspects of 
accounting for associates and joint ventures. 
 
The revised, amended, and additional disclosures or accounting changes provided by the standards and 
interpretations will be included in the financial statements in the year of adoption, if applicable. 
 
7KH�VWDQGDUG�LV�QRW�H[SHFWHG�WR�KDYH�VLJQLILFDQW�LPSDFW�RQ�WKH�*URXS¶V�ILQDQFLDO�UHSRUWLQJ� 
 
 
NOTE 3 ± SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The significant accounting policies used in the preparation of these consolidated financial statements are 
summarized below. The policies have been consistently applied to all years presented unless otherwise stated. 
 
3.1 Financial assets and financial liabilities 
 
Financial Instruments 
 
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or 
equity instrument of another entity. 
 
Financial Assets 
 
Initial Recognition and Measurement 
 
Financial assets are classified, at initial recognition, as subsequently measured at amortized cost, fair value 
through other comprehensive income (FVOCI) or fair value through profit or loss (FVPL). 
 
The classification of financial assets at initial recognition depends on the financial asset's contractual cash flow 
characteristics and the Group's business model for managing them. With the exception of trade receivables that 
do not contain a significant financing component or for which the Group has applied the practical expedient, the 
Group initially measures a financial asset at its fair value plus, in the case of a financial asset not at FVPL, 
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transaction costs. Trade receivables that do not contain a significant financing component or for which the Group 
has applied the practical expedient are measured at the transaction price determined under PFRS 15. 
 
In order for a financial asset to be classified and measured at amortized cost or FVOCI, it needs to give rise to 
cash flows that are "solely payments of principal and interest ("SPPI")" on the principal amount outstanding. This 
assessment is referred to as the SPPI test and is performed at an instrument level. 
 
The Group's business model for managing financial assets refers to how it manages its financial assets in order to 
generate cash flows. The business model determines whether cash flows will result from collecting contractual 
cash flows, selling the financial assets, or both. 
 
Business Model and SPPJ Test 
 
The business model refers to how the Group manages the financial assets in order to generate cash flows. The 
business model determines whether cash flows will result from collecting contractual cash flows, selling the 
financial assets, or both. The Group considers the following information in assessing the objective of the business 
model in which financial asset is held at a portfolio level, which reflects the way the business is managed and 
information is provided to management: 
 

x The stated policies and objectives for the portfolio and the operation of those policies in practice; 
x How the performance of the portfolio is evaluated and reported to the Group's management; 
x The risks that affect the performance of the business model (and the financial assets held within that 

business model) and how those risks are managed; 
x How employees of the business are compensated; and 
x The frequency, volume and timing of sales of financial assets in prior periods, the reasons for such sales 

and expectations about future sales activity. 
 
The Group considers the contractual terms of the instrument in assessing whether the contractual cash flows are 
solely payments of principal and interest. For purposes of this assessment, "Principal" is defined as the fair value 
of the financial asset on initial recognition. "Interest' is defined as consideration for the time value of money and 
for the credit risk associated with the principal amount outstanding during a particular period of time and for other 
basic lending risks and costs (e.g. liquidity risk and administrative costs), as well as profit margin. The assessment 
includes whether the financial asset contains a contractual term that could change the timing or amount of 
contractual cash flows such that it would not meet this condition. The Group considers the following in making 
the assessment: 
 

x Contingent events that would change the amount or timing of cash flows; 
x Terms that may adjust the contractual coupon rate, including variable rate features; 
x Prepayment and extension features; and  
x Terms that limit the Group's claim to cash flows from specified assets. 

 
Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation 
or convention in the market place (regular way trades) are recognized on the trade date i.e. the date that the Group 
commits to purchase or sell the asset. 
 
Subsequent Measurement 
 
For purposes of subsequent measurement, financial assets are classified in to 4 categories: 

x Financial assets at amortized cost (debt instruments) 
x Financial assets at FVOCI with recycling of cumulative gains and losses (debt instruments) 
x Financial assets designated at FVOCI with no recycling of cumulative gains and losses upon 

derecognition (equity instruments) 
x Financial assets at FVPL 

 
Financial Assets at Amortized Cost (Debt Instruments) 
 
The Group measures financial assets at amortized cost if both of the following conditions are met: 

 
x The financial asset is held within a business model with the objective to hold financial assets in order to 

collect contractual cash flows; and 
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x The contractual terms of the financial asset give rise on specified dates to cash flows that are solely 
payments of principal and interest on the principal amount outstanding. 

 
Financial assets at amortized cost are subsequently measured using the effective interest rate method and are 
subject to impairment. Gains and losses are recognized in profit or loss when the asset is derecognized, modified 
or impaired. 
 
Financial Assets at FVOCI (Debt Instruments) 
 
The Group measures debt instruments at FVOCI if both of the following conditions are met: 
 

x The financial asset is held within a business model with the objective of both holding to collect 
contractual cash flows and selling; and 

x The contractual terms of the financial asset give rise on specified dates to cash flows that are solely 
payments of principal and interest on the principal amount outstanding. 

 
For debt instruments at FVOCI, interest income, foreign exchange revaluation and impairment losses or reversals 
are recognized in the profit or loss and computed in the same manner as for financial assets measured at amortized 
cost. The remaining fair value changes are recognized in other comprehensive income (OCI). Upon de-
recognition, the cumulative fair value change recognized in OCI is recycled to profit or loss. 
 
Financial Assets at FVOCI (Equity Instruments) 
 
Upon initial recognition, the Group can elect to classify irrevocably its equity investments as equity instruments 
designated at FVOCI when they meet the definition of equity under PAS 32, Financial Instruments: Presentation 
and Disclosure, are not held for trading. The classification is determined on an instrument-by-instrument basis. 

Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognized as other 
income in the profit or loss when the right of payment has been established, except when the Group benefits from 
such proceeds as a recovery of part of the cost of the financial asset, in which case, such gains are recorded in 
OCI. Equity instruments designated at FVOCI are not subject to impairment assessment. 

Financial Assets at FVPL 
 
Financial assets at FVPL include financial assets held for trading, financial assets designated upon initial 
recognition at FVPL or financial assets mandatorily required to be measured at fair value. Financial assets are 
classified as held for trading if they are acquired for the purpose of selling or repurchasing in the near term. 
Derivatives, including separated embedded derivatives, are also classified as held for trading unless they are 
designated as effective hedging instruments. Financial assets with cash flows that are not solely payments of 
principal and interest are classified and measured at FVPL, irrespective of the business model. Notwithstanding 
the criteria for debt instruments to be classified as amortized cost or at FVOCI, as described above, debt 
instruments may be designated as FVPC on initial recognition if doing so eliminates, or significantly reduces, 
an accounting mismatch. 

Financial assets at FVPL are carried in the consolidated statements of financial position at fair value with net 
changes in fair value recognized in profit or loss. 

Derecognition 
 

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is 
primarily de-recognized (i.e. removed from the Group's consolidated statements of financial position) when: 

x The rights to receive cash flows from the asset has expired; or 
x The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation 

to pay the received cash flows in full without material delay to a third party under a "pass-through" 
arrangement and either (a) the Group has transferred substantially all the risks and rewards of the asset 
or (b) the Group has neither transferred nor retained substantially all the risks and rewards of the asset, 
but has transferred control of the asset. 
 

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through 
arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership. When it has 
neither transferred nor retained substantially all of the risks and rewards of the asset, nor transferred control of 



 
Approved by: ________________ 

Date: ________________ 

the asset, the Group continues to recognize the transferred asset to the extent of its continuing involvement. In 
that case, the Group also recognizes an associated liability. The transferred asset and the associated liability are 
measured on a basis that reflects the rights and obligations that the Group has retained. 

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of 
the original carrying amount of the asset and the maximum amount of consideration that the Group could be 
required to pay. 

For a modification that does not result in derecognition, the difference between the present value of the modified 
cash flows discounted using the original effective interest rate and the present value of the original cash flows, is 
recognized in profit or loss as a gain or loss from modification. Costs or fees in relation to the modification of the 
financial asset are recognized as part of the  carrying amount of the asset and amortized over the remaining term 
of the instrument. A modification of the original financial asset that results in the derecognition of the financial 
asset, requires the recognition of a new financial asset in line with the general requirements for the initial 
recognition (i.e. at fair value plus transaction costs). 
 
Impairment of Financial Assets 
 
The Group recognizes an allowance for Expected Credit Losses (ECLs) for all financial assets not held at FVPL. 
ECLs are based on the difference between the contractual cash flows due in accordance with the contract and 
all the cash flows that the Group expects to receive, discounted at an approximation of the original effective 
interest rate. The expected cash flows will include cash flows from the sale of collateral held or credit 
enhancements that are integral to the contractual terms. 

ECLs are recognized under either a simplified or general approach, dependent on the nature of the related financial 
asset. 

Under the general approach, ECLs are recognized in two stages. For credit exposures for which there has not been 
a significant increase in credit risk since initial recognition, ECLs are provided for credit losses that result from 
default events that are possible within the next 12 months (a 12-month ECL). For those credit exposures for which 
there has been a significant increase in credit risk since initial recognition, a loss allowance is required for credit 
losses expected over the remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL). 

Under the simplified approach, the Group does not track changes in credit risk, but instead recognizes a loss 
allowance based on lifetime ECLs at each reporting date. The Group has established a provision matrix that is 
based on its historical credit loss experience, adjusted for forward looking factors specific to the debtors and the 
economic environment. 

For financial instruments with low credit risk such as cash in banks, the Group applies the low credit risk 
simplification. At every reporting date, the Group evaluates whether the debt instrument is considered to have 
low credit risk using all reasonable and supportable information that is available without undue cost or effort. In 
making that evaluation, the Group reassesses the internal credit rating of the financial instrument or the 
counterparty. In addition, the Group considers that there has been a significant increase in credit risk when 
contractual payments are more than 180 days past due. 

The Group considers a financial asset in default when contractual payments are 365 days past due. However, in 
certain cases, the Group may also consider a financial asset to be in default when internal or external information 
indicates that the Group is unlikely to receive the outstanding contractual amounts in full before taking into 
account any credit enhancements held by the Group. A financial asset is written off when there is no reasonable 
expectation of recovering the contractual cash flows. 
 
The Group analyzes the creditworthiness of each customer before the payment and delivery terms and conditions 
are offered. Sales are made to customers with satisfactory credit history. The Group has credit criteria and observes 
several layers of credit approval before engaging a particular customer or counterparty. The review includes 
external ratings, when available, and in some cases bank references. Purchase limits are established for each 
customer and are reviewed on a regular basis.   
 
The Group ensures timely recognition of expected credit losses in accordance with the PFRS 9 wherein regular 
provisioning was being attested for sufficiency based on the existing data and analysis that aligns with the Group¶V�
historical loss experience and forward-looking assessments. 
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A financial asset is written-off when there is no reasonable expectation of recovering the contractual cash flows. 
 
Financial Liabilities 
 

Initial Recognition and Measurement 
 
Financial liabilities are classified, at initial recognition, as financial liabilities at FVPL, loans and borrowings, 
payables or as derivatives designated as hedging instruments in an effective hedge, as appropriate. 

All financial liabilities are initially recognized at fair value and, in the case of loans and borrowings and payables, 
net of directly attributable costs. 

Subsequent Measurement 
 
The measurement of financial liabilities depends on their classification, as described below: 

Financial Liabilities at FVPL 
Financial liabilities at FVPL include financial liabilities held for trading and financial liabilities designated upon 
initial recognition as at FVPL. Financial liabilities are classified as held for trading if they are incurred for the 
purpose of repurchasing in the near term. This category also includes derivative financial instruments entered in 
to by the Group that are not designated as hedging instruments in hedge relationships as defined by PFRS 9. 
Separated embedded derivatives are also classified as held for trading unless they are designated as effective 
hedging instruments. Gains or losses on liabilities held for trading are recognized in the profit or loss. 

 
Financial liabilities designated upon initial recognition at FVPL are designated at the initial date of recognition, 
and only if the criteria in PFRS 9 are satisfied. The Group has not designated any financial liabilities at FVPL. 
 
Loans Payable 
After initial recognition, interest-bearing loans payable are subsequently measured at amortized cost using the 
Effective Interest Rate (EIR) method. Gains and losses are recognized in profit or loss when the liabilities are 
derecognized as well as through the EIR amortization process. 

 
Amortized cost is calculated by taking in to account any discount or premium on acquisition and fees or costs 
that are an integral part of the EIR. 

 
Derecognition 
 
A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires. 
When an existing financial liability is replaced by another from the same lender on substantially different terms, 
or the terms of an existing liability are substantially modified, such an exchange or modification is treated as the 
derecognition of the original liability and the recognition of a new liability. The difference in the respective 
carrying amounts is recognized in profit or loss. 
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Offsetting of Financial Instruments 

 
Financial assets and financial liabilities are offset and the net amount is reported in the consolidated statements of 
financial position if there is a currently enforceable legal right to offset the recognized amounts and there is an 
intention to settle on a net basis, to realize the assets and liabilities simultaneously. 
 
Fair Value Measurement  

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date. The fair value measurement is based on the presumption 
that the transaction to sell the asset or transfer the liability takes place either in the principal market for the asset 
or liability, or in the absence of a principal market, in the most advantageous market for the asset or liability. 
 
The principal or the most advantageous market must be accessible to by the Group. The fair value of an asset or 
a liability is measured using the assumptions that market participants would use when pricing the asset or liability, 
assuming that market participants act in their best economic interest. 
 
All assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements 
are categorized within the fair value hierarchy, described as follows, based on the lowest level input that is 
significant to the fair value measurement as a whole: 
 

x Level 1: Quoted prices (unadjusted) in active market for identical assets or liabilities; 
x Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset 

or liability, either directly or indirectly; and 
x Level 3: Inputs for the asset or liability that are not based on observable market data. 

 
For assets and liabilities that are recognized in the consolidated financial statements on a recurring basis, the 
Group determines whether transfers have occurred between levels in the hierarchy by re-assessing categorization 
(based on the lowest level input that is significant to the fair value measurement as a whole) at the end of each 
reporting period. 
 
For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the basis 
of the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy as explained 
above. 
 
As at December 31, 2024 and 2023, no financial asset was recognized at fair value. The Group has no other assets 
or liabilities with recurring and non-recurring fair value measurements. 
 
Business Combination 
 
Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as 
the aggregate of the consideration transferred, measured at acquisition date fair value, and the amount of any non-
controlling interests in the acquiree. For each business combination, the Group elects whether to measure the 
non-controlling _ interests in the acquiree at fair value or at proportionate share of the acquiree's identifiable net 
assets. Acquisition-related costs are expensed as incurred and included as part of "Operating expenses" account 
in the consolidated statements of comprehensive income. 
 
When the Group acquires a business, it assesses the financial assets and financial liabilities assumed for 
appropriate classification and designation in accordance with the contractual terms, economic circumstances and 
pertinent conditions as at the acquisition date. 
 
If the business combination is achieved in stages, the acquisition date fair value of the acquirer's previously held 
equity interest in the acquiree is remeasured at the acquisition date fair value and any resulting gain or loss is 
recognized in the consolidated statements of comprehensive income. 

The Group measures goodwill at the acquisition date as: a) the fair value of the consideration transferred; plus b) 
the recognized amount of any non-controlling interests in the acquiree; plus c) if the business combination is 
achieved in stages, the fair value of the existing equity interest in the acquiree; less d) the net recognized amount 
(generally fair value) of the identifiable assets acquired and liabilities assumed. When the excess is negative, a 
bargain purchase gain is recognized immediately in the consolidated statements of comprehensive income. 
Subsequently, goodwill is measured at cost less any accumulated impairment in value. Goodwill is reviewed for 
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impairment, annually or more frequently, if events or changes in circumstances indicate that the carrying amount 
may be impaired. 
 
The consideration transferred does not include amounts related to the settlement of pre-existing relationships. 
Such amounts are generally recognized in the consolidated statements of comprehensive income. Costs related 
to the acquisition, other than those associated with the issuance of debt or equity securities that the Group incurs 
in connection with a business combination, are expensed as incurred. Any contingent consideration payable is 
measured at fair value at the acquisition date. If the contingent consideration is classified as equity, it is not 
remeasured and settlement is accounted for within equity. Otherwise, subsequent changes to the fair value of the 
contingent consideration are recognized in profit or loss. 
 
Goodwill in a Business Combination 
 
Goodwill acquired in a business combination is, from the acquisition date, allocated to each of the cash-
generating units, or groups of cash-generating units that are expected to benefit from the synergies of the 
combination, irrespective of whether other assets or liabilities are assigned to those units or groups of units. 
Each unit or group of units to which the goodwill is allocated: 

 
x Represents the lowest level within the Group at which the goodwill is monitored for internal 

management purposes; and  
x Is not larger than an operating segment determined in accordance with PFRS 8, Operating Segments. 

 
Impairment is determined by assessing the recoverable amount of the cash generating unit or group of cash-
generating units, to which the goodwill relates. Where the recoverable amount of the cash-generating unit or group 
of cash generating units is less than the carrying amount, an impairment loss is recognized. Where goodwill forms 
part of a cash-generating unit or group of cash-generating units and part of the operation within that unit is 
disposed of, the goodwill associated with the operation disposed of is included in the carrying amount of the 
operation when determining the gain or loss on disposal of the operation. Goodwill disposed of in this 
circumstance is measured based on the relative values of the operation disposed of and the portion of the cash 
generating unit retained. An impairment loss with respect to goodwill is not reversed. 
 
3.2 Current versus non-current classification 
 
The Group presents assets and liabilities in the consolidated statement of financial position based on 
current/noncurrent classification. 
 
An asset is current when: 

x It is expected to be realized or intended to be sold or consumed in normal operating cycle 
x It is held primarily for the purpose of trading 
x It is expected to be realized within twelve months after the reporting period, or 
x Cash on hand and in banks unless restricted from being exchanged or used to settle a liability for at least 

twelve months after the reporting period 
 
All other assets are classified as noncurrent.  
 
A liability is current when: 

x It is expected to be settled in normal operating cycle 
x It is held primarily for the purpose of trading 
x It is due to be settled within twelve months after the reporting period, or 
x There is no unconditional right to defer the settlement of the liability for at least twelve months after the 

reporting period 
 
The Group classifies all other liabilities as noncurrent. 
 
3.3 Foreign currency transactions and translation 
 
Transactions in foreign currencies are initially recorded by the Group at the respective functional currency rates 
prevailing at the date of the transaction. 
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Monetary assets and monetary liabilities denominated in foreign currencies are retranslated at the functional 
currency spot rate of exchange ruling at the reporting date. 
 
All differences are taken to the statements of comprehensive income with the exception of all monetary items that 
provide an effective hedge for a net investment in a foreign operation. These are recognized in OCI until the 
disposal of the net investment, at which time they are recognized in profit or loss. Tax charges and credits 
applicable to exchange differences on these monetary items are also recorded in the OCI. 
 
Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the 
exchange rates as the dates of the initial transactions. Non-monetary items measured at fair value in a foreign 
currency are translated using the exchange rates at the date when the par value is determined. 
 
3.4 Operating segments 
 
Operating segments are reported in a manner consistent with the internal reporting provided to WKH� *URXS¶V�
Executive Committee (ExeCom), its chief operating decision-maker.  The ExeCom is responsible for allocating 
resources and assessing performance of the operating segments. 
 
,Q�LGHQWLI\LQJ�LWV�RSHUDWLQJ�VHJPHQWV��PDQDJHPHQW�JHQHUDOO\�IROORZV�WKH�*URXS¶V�PDLQ�VHUYLFH�OLQHV�DV�GLVFORVHG�
in Note 7, which represent the main services provided by the Group. 
 
Each of these operating segments is managed separately as each of these service lines require different resources 
DV�ZHOO�DV�PDUNHWLQJ�DSSURDFKHV���$OO�LQWHUVHJPHQW�WUDQVIHUV�DUH�FDUULHG�RXW�DW�DUP¶V�OHQJWK�SULFHV� 
 
The measurement policies the Group uses for segment reporting under PFRS 8, Operating Segments, are the same 
as those used in its consolidated financial statements. 
 
There have been no significant changes from prior periods in the measurement methods used to determine reported 
segment profit or loss.  
 
3.5 Cash 
 
Cash consists of cash on hand and in banks. Cash in banks earns interest at respective bank deposit rates. For the 
purpose of reporting cash flows, cash in banks is unrestricted and available for use in current operations. 
 
3.6 Receivables 
 
Receivables are initially recognized at fair value and subsequently measured at amortized cost using the effective 
interest rate method less any allowance for impairment. Amortized cost is calculated taking into account any 
discount or premium on acquisition and includes fees that are integral part of the effective interest rate and 
transaction costs. Gains and losses are recognized in the statements of comprehensive income when the 
receivables are derecognized or impaired, as well as through the amortized process. 
 
3.7 Inventories 
 
Inventories are assets held for sale in the ordinary course of business, in the process of production for such sale 
or in the form of materials or supplies to be consumed in the production process or in the rendering of services. 
 
Inventories are stated at the lower of cost and net realizable value (NRV). Cost is calculated using the weighted 
average method. NRV represents the estimated selling price in the ordinary course of business, less estimated 
costs necessary to make the sale. 
 
When the NRV of the inventories is lower than the cost, the Group provides for an allowance for the decline in 
the value of the inventory and recognizes the write-down as an expense in profit or loss. The amount of any 
reversal of any write-down of inventories, arising from an increase in net realizable value, is recognized as a 
reduction in the amount of inventories recognized as an expense in the period in which the reversal occurs. 
 
When inventories are used and sold, the carrying amount of those inventories is recognized as an expense in the 
period in which the related revenue is recognized. 
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3.8 Assets held for sale 
 
Assets are classified as assets held-for-sale and stated at the lower of carrying amount and fair value less costs to 
sell if their carrying amount is recovered primarily through a sale transaction rather than continuing use. When 
the sale is expected to occur beyond one year, the entity shall measure the costs to sell at their present value. Any 
increase in the present value of the cost to sell that arises from the passage of time shall be presented as part of 
the operating expenses in profit or loss. 
 
An impairment loss is recognized for any initial or subsequent write-down of the asset to fair value less costs to 
sell. The Group recognizes a gain for any subsequent increase in fair value less costs to sell of an asset, not in 
excess of the cumulative impairment loss that has been recognized. 
 
Once classified as held-for-sale, property and equipment are no longer amortized or depreciated and any equity-
accounted investee is no longer equity accounted. 

 
When changes to the plan of sale are made and the Group ceases to classify the asset as held-for-sale, the Group 
remeasures the asset at the lower of its carrying amount before the asset was classified as held-for-sale, adjusted 
for any depreciation, amortization or revaluation that would have been recognized had the asset not been classified 
as held-for-sale, and its recoverable amount at the date of the subsequent decision not to sell. Gain or loss 
recognized on measurement of a non-current asset classified as held-for-sale is presented under the operating 
income (expense) in the consolidated statements of comprehensive income. 

 
An item of asset held-for-sale is derecognized when either it has been disposed of or when it is permanently 
withdrawn from use and no future economic benefits are expected from its use or disposal. Any gain or loss 
arising on the retirement and disposal of an item of asset held-for-sale (calculated as the difference between the 
net disposal proceeds and the carrying amount of the asset) is included in profit or loss in the period of retirement 
or disposal. 
 
3.9 Prepayments and other current assets 
 
This account comprises of prepayments, prepaid taxes and input taxes. Prepayments are expenses paid in advance 
and recorded as assets before they are utilized. Prepayments that are expected to be realized for no more than 12 
months after the reporting period are classified as current assets; otherwise, these are classified as other noncurrent 
asset. 
 
Prepaid taxes pertain to the amount withheld by suppliers which can be applied against income tax due. It is 
carried at face value less allowance for unrecoverable tax credits. The Group maintains an allowance for the 
amount which can no longer be claimed or applied against income tax due. 
 
3.10 Property and equipment 
 
Property and equipment, except land, are recorded at cost less accumulated depreciation, and impairment losses, 
if any. The initial cost of property and equipment consists of its purchase, including import duties taxes and any 
directly attributable costs of bringing the asset to its working condition and location for its intended use. Land is 
stated at cost less any impairment in value. 
 
Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as appropriate, 
only when it is probable that future economic benefits associated with the item will flow to the Group and the 
cost of the item can be measured reliably. The carrying amount of the replaced part is derecognized. All other 
repairs and maintenance costs are charged to profit or loss during the period in which these are incurred. 
 
Major renovations are depreciated over the remaining useful life of the related asset or to the date of the next 
major renovation, whichever is sooner. 
 
Construction in progress represents structures under construction and is stated at cost. This includes cost of 
construction and other direct costs. Borrowing costs that are directly attributable to the construction of qualifying 
property and equipment are capitalized during the construction period. Construction in progress is not depreciated 
until such time that the relevant assets are ready for use. 
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Depreciation and amortization, which commences when the assets are available for its intended use, are calculated 
using the straight-line method over its estimated useful life as follows: 
 

  Number of years 
   
Building and improvements  5 to 7 years 
Machinery and equipment  3 to 10 years 
Transportation equipment  3 to 5 years 
Furniture, fixtures and equipment  3 to 5 years 
Leasehold improvement  2 to 10 years or lease term 

whichever is shorter 
 
The asset's residual values, estimated useful lives and depreciation method are reviewed periodically, and adjusted 
if appropriate, at each reporting date to ensure that method and period of depreciation and are consistent with the 
expected pattern of economic benefits from items of property and equipment. 

 
The carrying amounts of property and equipment are reviewed for impairment when events or changes in 
circumstances indicate that the carrying amounts may not be recoverable. 
 
Fully depreciated assets are retained in the accounts until they are no longer in use. 

 
An item of property, and equipment is derecognized when either it has been disposed of or when it is 
permanently withdrawn from use and no future economic benefits are expected from its use or disposal. Any 
gain or loss arising from the retirement and disposal of an item of property, and equipment (calculated as 
the difference between the net disposal proceeds and the carrying amount of the asset) is recognized in the 
consolidated statements of comprehensive income in the period of retirement and disposal. 
 
3.11 Other assets 
 
Other assets pertain to other resources controlled by the Group as a result of past events. They are recognized in the 
financial statements when it is probable that the future economic benefits will flow to the Group and the asset has a 
cost or value that can be measured reliably. 
 
Other assets are classified in the statements of financial position as current assets when the cost of goods or 
services related to the assets are expected to be incurred within one year or the Group's normal operating cycle, 
whichever is longer. 
 
Other recognized assets of similar nature, where future economic benefits are expected to flow to the Group beyond 
one year after the end of the reporting period (or in the normal operating cycle of the business, if longer), are 
classified as noncurrent assets. 
 
3.12 Impairments of non-financial assets 
 
General 
 
The carrying amounts of prepaid expenses and other current assets, asset held-for- sale, right-of-use asset and 
property and equipment, are reviewed for impairment when events or changes in circumstances indicate that the 
carrying amount may not be recoverable. If any such indication exists, and if the carrying amount exceeds the 
estimated recoverable amount, the assets or cash-generating units are written down to their recoverable amounts. 
The recoverable amount of the asset is the greater of fair value less costs to sell and value in use. The fair value 
less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between 
knowledgeable, willing parties, less costs of disposal. In assessing value in use, the estimated future cash flows 
are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the 
time value of money and the risks specific to the asset. For an asset that does not generate largely independent 
cash inflows, the recoverable amount is determined for the cash-generating unit to which the asset belongs. 
Impairment losses are recognized in profit or loss in those expense categories consistent with the function of the 
impaired asset. 
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An assessment is made at each reporting date as to whether there is any indication that previously recognized 
impairment losses may no longer exist or may have decreased. If such indication exists, the recoverable amount 
is estimated.  

 
A previously recognized impairment loss is reversed only if there has been a change in the estimates used to 
determine the asset's recoverable amount since the last impairment loss was recognized. If that is the case, the 
carrying amount of the asset is increased to its recoverable amount. That increased amount cannot exceed the 
carrying amount that would have been determined, net of depreciation, had no impairment loss been recognized 
for the asset in prior years. Such reversal is recognized in profit or loss. After such reversal, the depreciation 
charge is adjusted in future periods to allocate the asset's revised carrying amount, less any residual value, on a 
systematic basis over its remaining useful life. 
 
3.13 Employee benefits 
 
Short-term Employee Benefits 
 
Short-term employee benefits are expensed as the related service is provided. A liability is recognized for the 
amount expected to be paid if the Group has a present legal or constructive obligation to pay this amount as a 
result of past service provided by the employee and the obligation can be estimated reliably. 
 
Retirement Benefits 
 
The Group is covered by a noncontributory defined benefits retirement plan. The net retirement benefits liability 
or asset is the aggregate of the present value of the defined benefits obligation at the end of the reporting period 
reduced by the fair value  of plan assets. 
 
Retirement benefits costs comprise the following: 
 
Service cost 
Service costs which include current service costs, past service costs and gains or losses on non-routine settlement 
are recognized as expense in profit or loss. Past service costs are recognized when plan amendment or curtailment 
occurs. 
 
Net interest on the net defined benefits liability or asset 
Net interest on the net defined benefits liability or asset is the change during the period in the net defined benefits 
liability or asset that arises from the passage of time which is determined by applying the discount rate based on 
the government bonds to the net defined benefits liability or asset. Net interest on the net defined benefits liability 
or asset is recognized as expense or income in profit or loss. 
 
Remeasurements of net defined benefits liability or asset 
 
Remeasurements comprising actuarial gains and losses, return on plan assets and any change in the effect of the 
asset ceiling (excluding net interest on defined benefits liability) are recognized immediately in OCI in the period 
in which they arise. Remeasurements are not reclassified to profit or loss in subsequent periods. These are retained 
in OCI until full settlement of the obligation. 

When the benefits of a plan are changed, or when a plan is curtailed, the resulting change in benefits that relates 
to past service or the gain or loss on curtailment is recognized immediately in profit or loss. The Group recognizes 
gains and losses on the settlement of a defined benefits retirement plan when the settlement occurs. 
 
3.14 Borrowings 
 
Borrowings are initially recognized at fair value, net of transaction costs incurred. Borrowings are subsequently 
measured at amortized cost. Any difference between the proceeds (net of transaction costs) and the redemption 
amount is recognized in profit or loss over the period of the borrowings using the effective interest method. Fees 
paid on the establishment of loan facilities are recognized as transaction costs of the loan to the extent that it is 
probable that some or all of the facility will be drawn down. In this case, the fee is deferred until the draw down 
occurs. To the extent there is no evidence that is probable that some or all of the facility will be drawn down, the 
fee is capitalized as a prepayment for liquidity services and amortized over the period of the facility to which it 
relates. 
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Borrowings are removed from the balance sheet when the obligation specified in the contract is discharged, 
cancelled or expired. The difference between the carrying amount of a financial liability that has been extinguished 
or transferred to another party and the consideration paid, including any noncash assets transferred or liabilities 
assumed, is recognized in profit or loss as other income or finance costs. 
 
Where the terms of a financial liability are renegotiated and the entity issues equity instruments to a creditor to 
extinguish all or part of the liability (debt for equity swap), a gain or loss is recognized in profit or loss, which is 
measured as the difference between the carrying amount of the financial liability and the fair value of the equity 
instruments issued. 
 
Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of 
the liability for at least 12 months after the reporting period. 
 
3.15 Borrowing costs 
 
General and specific borrowing costs that are directly attributable to the acquisition, construction or production 
of a qualifying asset are capitalized during the period of time that is required to complete and prepare the asset for 
its intended use or sale. Qualifying assets are assets that necessarily take a substantial period of time to get ready 
for their intended use or sale. 
 
Investment income earned on the temporary investment of specific borrowings pending their expenditure on 
qualifying assets is deducted from the borrowing costs eligible for capitalization. 
 
Other borrowing costs are expensed in the period in which they are incurred. 
 
3.16 Revenue recognition 
 
The Group recognizes revenue from contracts with customers when control of the goods or services are transferred 
to the customer at an amount that reflects the consideration to which the Group expects to be entitled in exchange 
for those goods or services, excluding amounts collected on behalf of third parties. 
 
The transfer of control can occur over time or at a point in time. Revenue is recognized at a point in time unless 
one of the following criteria is met, in which case it is recognized over time: (a) the customer simultaneously 
receives and consumes the benefits as the Group performs its obligations; (b) the Group's performance creates or 
enhances an asset that the customer controls as the asset is created or enhanced; or (c) the Group's performance 
does not create an asset with an alternative use to the Group and the Group has an enforceable right to payment 
for performance completed to date. 
 
Revenue from contracts with customers 
 
The Group is principally engaged in the business of producing paper-based products. Revenue from contracts with 
customers is recognized when control of the goods or services are transferred to the customer at an amount that 
reflects the consideration to which the Group expects to be entitled in exchange for those goods or services. 
 
The Group assesses its revenue arrangements to determine if it is acting as principal or agent. The Group has 
concluded that it acts as a principal as it controls the goods or services before transferring to the customer. 

Revenue Streams 
 
The following specific recognition criteria must also be met before revenue is recognized: 

Revenue from Product Sales 
The Group manufactures and sells a wide range of paper, cartons and packaging materials in the domestic and 
international markets. Revenue from product sales is recognized at the point in time when control of the goods is 
transferred to the buyer, which is normally upon delivery of the goods. Trade discounts are determined at 
inception of the contract and is not subject to variability. Returns do not result to significant variable 
consideration. The general payment terms with customers are cash upon order and credit terms which generally 
ranges from 30 to 90 days from invoice date. 
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Variable Consideration - Discounts 
In the normal course of business, the Group provides incentives such as discounts to customers which are typically 
considered in the determination of consideration or prices to be charged to the customers of the date of transaction. 
There are no variable consideration that is dependent upon fulfillment of certain conditions in the future that may 
result to reversal of revenue. 

Service Income 
Service income represents revenue from tolling and is recognized over time, which is upon rendering of services 
to a customer through processing of the raw materials into finished goods, to which the customer simultaneously 
receives and consumes the benefits provided by the Group. Revenue is measured based on customer-approved 
output per month. 
 
Rental Income 
Rental income arising from certain machinery and equipment is accounted for on a straight-line basis over one 
year. Lease incentives granted are recognized as an integral part of the total rent income over the term of the 
lease. 
 
Interest Income 
Interest income on bank deposits, net of withholding tax, and other income are recorded when earned. 

Other Income 
Revenue is recognized when earned. 
 
Contract balances 
 
Receivable from customers 
A receivable represents the Group¶V�ULJKW�WR�DQ�DPRXQW�RI�FRQVLGHUDWLRQ�WKDW�LV�XQFRQGLWLRQDO��L�H���RQO\�WKH�SDVVDJH�
of time is required before payment of the consideration is due). 
 
Contract assets 
A contract asset is the right to consideration in exchange for goods or services transferred to the customer. If the 
Group performs by transferring goods or services to a customer before the customer pays consideration or before 
payment is due, a contract asset is recognized for the earned consideration that is conditional. 
 
Contract liabilities 
A contract liability is the obligation to transfer goods or services to a customer for which the Group has received 
consideration (or an amount of consideration is due) from the customer. If a customer pays consideration before 
the Group transfers goods or services to the customer, a contract liability is recognized when the payment is made 
or the payment is due, whichever is earlier. Contract liabilities are recognized as revenue when the Group performs 
under the contract. 
 
3.17 Cost and expenses recognition 
 
Costs and expenses are decreases in economic benefits during the reporting period in the form of outflows or 
decrease of assets or incurrence of liabilities that result in decreases in equity, other than those relating to 
distributions to equity participants. Cost and expenses are recognized when incurred are presented in profit or loss 
using function of expense method. 
 
3.18 Related party transactions and relationship 
 
Related party relationship exists when one party has the ability to control, directly, or indirectly through one or 
more intermediaries, the other party or exercise influence over the other party in making financial and operating 
decisions. Such relationships also exist between and/or among entities which are under common control with the 
reporting enterprise, or between, and/or among the reporting enterprise and its key management personnel, 
directors, or its shareholders. In considering each possible  related party relationship, attention is directed to the 
substance of the relationship, and not merely the legal form. Related parties may be individuals or corporate 
entities. 

Due to/from related parties are non-interest-bearing borrowings. These are measured initially at their nominal 
values and subsequently recognized at amortized costs less settlement payments. 
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3.19 Equity 
 
Share capital is measured at par value for all shares issued. When the shares are sold out at a premium, the 
GLIIHUHQFH�EHWZHHQ�WKH�SURFHHGV�DQG�WKH�SDU�YDOXH�LV�FUHGLWHG�WR�WKH�³Share Premium´�DFFRXQW��:KHQ�VKDUHV�DUH�
issued for a consideration other than cash, the proceeds are measured by the fair value of the consideration 
received. In case the shares are issued to extinguish or settle the liability of the Group, the shares shall be measured 
either at the fair value of the shares issued or fair value of the liability settled, whichever is more reliably 
determinable. 
 
Incremental costs incurred directly attributable to the issuance of new shares are shown in equity as a deduction 
from proceeds, net of tax. 
 
Retained earnings represent the cumulative balance of periodic net income or loss, dividend distribution, prior 
period adjustments, effect of changes in accounting policy and other capital adjustments. When retained earnings 
account has a debit balance, it LV�FDOOHG�³GHILFLW´��DQG�SUHVHQWHG�DV�D�GHGXFWLRQ�IURP�HTXLW\� 
 
Dividends are recognized when they become legally payable. Dividend distribution to equity shareholders is 
recognized as liability in the Group¶V consolidated financial statements in the period in which the dividends are 
declared and approved by the Group¶V Board of Directors. 
 
3.20 Income taxes 
 
Current income tax 
Current income tax assets and liabilities for the current period is measured at the amount expected to be recovered 
from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are 
enacted or substantively enacted at the reporting date. 
 
Current income tax relating to items recognized directly in equity is recognized in equity and not in the statements 
of comprehensive income. Management periodically evaluates positions taken in the tax returns with respect to 
situations in which applicable tax regulations are subject to interpretation and establishes provisions where 
appropriate. 
 
Deferred tax 
Deferred tax is provided using the liability method on all temporary differences between the tax bases of assets 
and liabilities and their carrying amounts for reporting purposes. 
 
Deferred tax liabilities are recognized for all taxable temporary differences, except: 
 

x When the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in a 
transaction which is not a business combination and at the time of the transaction, affects neither 
accounting profit nor taxable profit or loss; and 
 

x In respect of taxable temporary differences associated with investments in subsidiaries, associates and 
interest in joint ventures, when timing of the reversal of the temporary differences can be controlled and 
it is probable that the temporary differences will not reverse in the foreseeable future. 

 
Deferred tax assets are recognized for all deductible temporary differences, the carry-forward of unused tax credits 
from excess minimum corporate income tax (MCIT) and net operating loss carry over (NOLCO), and any unused 
tax losses to the extent that it is probable that taxable profit will be available against which the deductible 
temporary differences and the carry-forward of unused tax credits from MCIT and NOLCO and unused tax losses 
can be utilized, except: 
 

x When the deferred tax asset relating to the deductible temporary differences arises from the initial 
recognition of an asset or liability in a transaction that is not a business combination; and at the time of 
the transaction, affects neither the accounting profit nor taxable profit (or loss). 
 

x In respect of deductible temporary differences associated with investments in subsidiaries, associates and 
interests in joint ventures, deferred tax assets are recognized only to the extent that it is probable that the 
temporary differences will reverse in the foreseeable future and taxable profit will be available against 
which the temporary differences can be utilized. 
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The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is 
no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be 
utilized. 
 
Unrecognized deferred tax assets are reassessed at each reporting date and are recognized to the extent that it has 
become probable that future taxable profit will allow the deferred tax asset to be recovered. 
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the 
asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted at the reporting 
date. 
 
Deferred tax relating to items recognized outside profit or loss is recognized outside profit or loss. Deferred tax 
items are recognized in correlation to the underlying transaction either in other comprehensive income or directly 
in equity. 
 
Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off current tax 
assets against current income tax liabilities and the deferred taxes relate to income taxes levied by the same 
taxation authority on either the same taxable entity or different taxable entities which intend to either settle the 
liabilities simultaneously. 
 
3.21 Value added taxes (VAT) 
 
Revenues, expenses, and assets are recognized net of the amount of VAT except: 

x Where the sales tax incurred on a purchased of assets or services is not recoverable from the taxation 
authority, in which case the VAT is recognized as part of the cost of acquisition of the asset or as part of 
the expense item as applicable; and  
 

x Receivables and payables that are stated with the amount of VAT included. 
 
3.22 Leases 
 
At inception of a contract, the Group assesses whether a contract is, or contains, a lease. A contract is, or contains, 
a lease if the contract conveys the right to control the use of an identified asset for a period of time in exchange 
for consideration. To assess whether a contract conveys the right to control the use of an identified asset, the 
Group uses the definition of a lease in PFRS 16. 

This policy is applied to contracts entered into, on or after January 1, 2019. 

Group as Lessor 
 
The Group determines at lease inception whether each lease is a finance lease or an operating lease. 

To classify each lease, the Group makes an overall assessment of whether the lease transfers substantially all of 
the risks and rewards incidental to ownership of the underlying asset. If this is the case, the lease is classified as 
a finance lease; if not, it is classified as an operating lease. As part of the assessment, the Group considers certain 
indicators such as whether the lease is for the major part of the economic life of the asset. 

When the Group is an intermediate lessor, it accounts for the head lease and the sublease separately. It assesses 
the lease classification of a sublease with reference to the right-of-use asset arising from the head lease. If a head 
lease is a short-term lease to which the Group applies the recognition exemption, it classifies the sublease as an 
operating lease. 

If an arrangement contains lease and non-lease components, the Group applies PFRS 15, Revenue from Contracts 
with Customers to allocate the consideration in the contract. 

The Group recognizes lease payments received under operating leases as rent income on a straight-line basis 
over the lease term. 
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Group as a Lessee 
 
At commencement or on modification of a contract that contains a lease component, the Group allocates the 
consideration in the contract to each lease component on the basis of its relative stand-alone prices. 

i. ROU Asset 
 
The Group recognizes a ROU asset (i.e., the date the underlying assets is available for use) at the lease 
commencement date. The ROU asset is initially measured at cost, which comprises the initial amount of the lease 
liability adjusted for any lease payments made at or before the commencement date, plus any initial direct costs 
incurred and an estimate of costs to dismantle and remove the underlying asset or to restore the underlying asset 
or the site on which it is located, less any lease incentives received. 

The ROU asset is subsequently depreciated using the straight-line method from the commencement date to the 
end of the lease term, unless the lease transfers ownership of the underlying asset to the Group by the end of the 
lease term or the cost of the ROU asset reflects that the Group will exercise a purchase option. In that case, the 
ROU asset will be depreciated over the useful life of the underlying asset, which is determined on the same basis 
as those of property and equipment. In addition, the ROU asset is periodically reduced by impairment losses, if 
any, and adjusted for certain remeasurements of the lease liability. 

ii. Lease Liability 
 
At commencement date, the lease liability is initially measured at the present value of the lease payments that are 
not paid at the commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot 
be readily determined, the Group's incremental borrowing rate. Generally, the Group uses its incremental 
borrowing rate as the discount rate 

The Group determines its incremental borrowing rate by obtaining interest rates from various external financing 
sources and makes certain adjustments to reflect the terms of the lease and type of the asset leased. 

Lease payments included in the measurement of the lease liability comprise the following: 

x Fixed payments, including in-substance fixed payments;  

x Variable lease payments that depend on an index or a rate, initially measured using the index or rate as 
at the commencement date;  
 

x Amounts expected to be payable under a residual value guarantee; and  
 

x The exercise price under a purchase option that the Group is reasonably certain to exercise, lease 
payments in an optional renewal period if the Group is reasonably certain to exercise an extension option, 
and penalties for early termination of a lease unless the Group is reasonably certain not to terminate 
early. 
 

The lease liability is measured at amortized cost using the effective interest method. It is remeasured when there 
is a change in future lease payments arising from a change in an index or rate, if there is a change in the Group's 
estimate of the amount expected to be payable under a residual value guarantee, if the Group changes its 
assessment of whether it will exercise a purchase, extension or termination option or if there is a revised in-
substance fixed lease payment. 
 
When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of 
the ROU asset or is recorded in profit or loss if the carrying amount of the ROU asset has been reduced to zero. 
In the case of modification that is not accounted for as a separate lease and which decreases the scope of the lease, 
the carrying amount of the ROU asset is decreased to reflect partial or full termination and any gain or loss is 
recognized in profit or loss. A tease modification is accounted for as a separate lease if it adds the ROU to one or 
more underlying assets and the increase in consideration is commensurate with the stand-alone selling price for 
the increase in scope and any appropriate adjustments to reflect circumstances of the contract. 
  



 
Approved by: ________________ 

Date: ________________ 

iii. Short-term Leases and Lease of Low-value Assets 
 
The Group has elected not to recognize ROU assets and lease liabilities for leases of low-value assets and short-
term leases. The Group recognizes the lease payments associated with these leases as an expense on a straight-
line basis over the lease term. 

3.23 Provisions and contingencies 
 
Provisions 
 
Provisions are recognized when: (a) the Group has a present obligation (legal or constructive) as a result of past 
events; (b) it is probable (i.e., more likely than not) that an outflow of resources embodying economic benefits 
will be required to settle the obligation; and (c) a reliable estimate of the amount of the obligation can be made. 
Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, 
the reimbursement is recognized as a separate asset only when it is virtually certain that reimbursement will be 
received. The amount recognized for the reimbursement shall not exceed the amount of the provision. Provisions 
are reviewed at each reporting date and adjusted to reflect the current best estimate. 

 
If the effect of the time value of money is material, provisions are determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current market assessment of the time value of money and the risks specific 
to the liability. Where discounting is used, the increase in the provision due to the passage of time is recognized 
as interest expense. 
 
Contingencies 
 
Contingent liabilities are not recognized in the consolidated financial statements but are disclosed in the notes to 
the consolidated financial statements unless the possibility of an outflow of resources embodying economic 
benefits is remote. Contingent assets are not recognized in the consolidated financial statements but are disclosed 
in the notes to the consolidated financial statements when an inflow of economic benefits is probable. 
 
3.24 *URXS¶V�Rperating segments 
 
The Group's operating segments are organized and managed separately according to the nature of the products 
and services provided, with each segment representing a strategic business unit that offers different products and 
serves different markets. 

 
SCPC is the only operating subsidiary of STN prior to the acquisition of SMPC. SCPC's activity after it ceased 
its packaging operations in 2006 is limited to leasing of properties. SMPC, on the other hand, was acquired on 
December 29, 2020. As such, SMPC's results of operations in 2020 were considered as pre-acquisition and were 
not consolidated in the consolidated statements of comprehensive income. Given the foregoing, SCPC's leasing 
business with SMPC represents the only reportable segment of the Group in 2020 and 2019. Following the 
acquisition of SMPC in 2020, the Group has only one business segment which is related to SMPC's packaging 
business. 
 
3.25 Earnings per share (EPS) attributable to equity holders 
 
Basic EPS is calculated by dividing the profit attributable to the weighted average number of ordinary shares in 
issue during the year, excluding ordinary shares purchased by the Group and held as treasury shares. Diluted EPS 
is calculated by adjusting the weighted average number of ordinary shares outstanding and assume conversion of 
all dilutive potential ordinary shares. 
 
If the number of ordinary or potential shares outstanding increases as a result of a capitalization, bonus issue or 
share split, or decreases as a result of a reverse share split, the calculation of basic and diluted EPS for all periods 
presented shall be adjusted retrospectively. If these changes occur after the reporting period but before the 
financial statements are authorized for issue, the per share calculations for those and any prior period financial 
statements presented shall be based on the new number of shares. 
 
The Group has no dilutive potential common shares outstanding. 
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3.26 Events after the end of the reporting period 
 
Post year-end that provides additional information about the Group¶V�SRVLWLRQ�DW�WKH�EDODQFH�VKHHW�GDWH��DGMXVWLQJ�
events), are reflected in the financial statements. Post year-end events that are not adjusting events are disclosed 
in the notes when material. 
 
 
NOTE 4 ± 0$1$*(0(17¶6 USE OF JUDGMENTS, ESTIMATES AND ASSUMPTIONS 
 
The preparation of the consolidated financial statements in accordance with PFRS requires management to make 
judgments, estimates and assumptions that affect the application of accounting policies and the amounts of assets, 
liabilities, income and expenses reported in the consolidated financial statements at the reporting date. However, 
uncertainty about these judgments, estimates and assumptions could result in an outcome that could require a 
material adjustment to the carrying amount of the affected asset or liability in the future. 
 
Judgments and estimates are continually evaluated and are based on historical experience and other factors, 
including expectations of future events that are believed to be reasonable under the circumstances. Revisions are 
recognized in the period in which the judgments and estimates are revised and in any future period affected. 
 
Judgments 
In the process of applying the accounting policies, management has made the following judgments, apart from 
those involving estimations, which have the most significant effect on the amounts recognized in the financial 
statements: 

 
Functional Currency. Based on the economic substance of the underlying circumstances relevant to the Group, 
the functional currency has been determined to be the Philippine Peso. It is the currency that mainly influences 
the sales price of services of the Group and the costs of providing these services. 

 
Operating Lease Commitments - Group as Lessor. The Group has entered into an operating lease agreement as a 
lessor. The Group had determined that it retains all the significant risks and rewards of ownership of the properties 
leased out on the operating lease. 
 
Rent income recognized in profit or loss amounted to nil both in 2024 and 2023, DQG�଑�����PLOOLRQ� LQ�2022, 
respectively. 

 
Incremental Borrowing Rate on Leases. The Group cannot readily determine the interest rate implicit in the leases. 
Therefore, it uses its relevant incremental borrowing rate to measure lease liabilities. 
 
The incremental borrowing rate is the rate of interest that the Group would have to pay to borrow over a similar 
term, and with a similar security, the funds necessary to obtain an asset of a similar value to the right-of-use asset 
in a similar economic environment. The incremental borrowing rate, therefore, reflects what the Group would 
have to pay, which requires estimation when no observable rates are available and to make adjustments to reflect 
the terms and conditions of the lease. The Group estimates the incremental borrowing rate using observable inputs 
(such as market interest rates) when available and is required to consider certain contract and entity-specific 
estimates. 
 
7KH�*URXS¶V�OHDVH�OLDELOLWLHV�DPRXQWHG�WR�଑15.157 million, and ଑22.215 million, as at December 31, 2024, and 
2023, respectively. 
 
Determining the Lease Term of Contracts with Renewal Options - Group as Lessee 
The Group has a lease contract that include extension options. At lease commencement date, the Group applies 
judgment in evaluating whether it is reasonably certain to exercise the option to renew the lease by considering 
all relevant factors that create an economic incentive for it to exercise the renewal option. The Group reassesses 
whether it is reasonably certain to exercise the options if there is a significant event or change in circumstances 
within its control. 
 
Classification of Financial Instruments. The Group exercises judgments in classifying financial instrument or its 
component parts, on initial recognition as a financial asset, a financial liability, or an equity instrument in 
accordance with the substance of the contractual arrangement and the definitions of a financial asset, a financial 
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liability or an equity instrument. The substance of a financial instrument, rather than its legal form, governs its 
classification in the consolidated statements of financial position. 
 
The Group uses its judgment in determining the classification of financial assets based on its business model in 
which assets are managed and their cash flow characteristics. The classification and fair values of financial assets 
and financial liabilities are presented in Note 6. 
 
Business Model. The Group makes an assessment of the objective of the business model in which a financial asset 
is held at a portfolio level because this best reflects the way the business is managed, and information is provided 
to the management. The information considered includes: 
 

� The stated policies and objectives for the portfolio and the operation of those policies in practice. These 
include whether management's strategy focuses on earning contractual interest income, maintaining a 
particular interest rate profile, matching the duration of the financial assets to the duration of any related 
liabilities or expected cash outflows or realizing cash flows through the sale of the assets; 

� How the performance of the portfolio is evaluated and reported to the Company's management; 
� The risks that affect the performance of the business model (and the financial assets held within that 

business model) and how those risks are managed; 
� How managers of the business are compensated - e.g. whether compensation is based on the fair value 

of the assets managed or the contractual cash flows collected; and 
� The frequency, volume and timing of sales of financial assets in prior periods, the reasons for such sales 

and expectations about future salary activity. 
 
Cash Flow Characteristics - Payments of Principal and Interest. For the purposes of this assessment, "principal" 
is defined as the fair value of the financial asset on initial recognition. "Interest" is defined as consideration for 
the time value of money and for the credit risk associated with the principal amount outstanding during a particular 
period of time and for other basis lending risks and costs (e.g. liquidity risk and administrative costs), as well as 
profit margin. 
 
In assessing whether the contractual cash flows are solely payments of principal and interest, the Group considers 
contractual terms of the instrument. This includes assessing whether the financial asset contains a contractual term 
that could change the timing or amount of the contractual cash flows such that it would not meet these conditions. 
In making this assessment, the Group considers: 
 

� Contingent events that would change the amount or timing of cash flows; 
� Terms that may adjust the contractual coupon rate, including variable rate features; 
� Prepayment and extension features; and 
� Terms that limit the Group's claim to cash flows from specified assets (e.g. non-recourse features). 

 
The Group determines that the business model for financial assets at amortized cost is held to collect contractual 
cash flows and meets the solely principal and interest criterion as at December 31, 2024, and 2023. 
 
Determining whether the Group is Acting As a Principal or Agent in a Revenue Transaction. The determination 
of whether the Group acts as a principal or agent in a contract is made by identifying each specified service 
promised to the customers in the contract and evaluating whether the Group obtains control of the specified service 
before it is transferred to the customer. 

 
The Group determined that it acts as a principal in its revenue transactions. 
 
Measurement of Fair Values. A number of the Group¶V� DFFRXQWLQJ� SROLFLHV� DQG� GLVFORVXUHV� UHTXLUH� WKH�
measurement of fair values, for both financial and non-financial assets and liabilities. 
 
The Group uses market observable data when measuring the fair value of an asset or liability. Fair values are 
categorized into different levels in a fair value hierarchy based on the inputs used in the valuation techniques. 
 
If the inputs used to measure the fair value of an asset or a liability might be categorized in different levels of the 
fair value hierarchy, then the fair value measurement is categorized in its entirety in the same level of the fair 
value hierarchy based on the lowest level input that is significant to the entire measurement. 
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The Group recognizes transfers between levels of the fair value hierarchy at the end of the reporting period during 
which the change has occurred. 
 
The fair values of the Group¶V financial instruments are disclosed in Note 6. 
 
Estimates and Assumptions 

The key estimates and assumptions used in the consolidated financial statements are based upon management's 
evaluation of relevant facts and circumstances as of the date of the consolidated financial statements. Actual results 
could differ from such estimates. 
 
Acquisition Accounting. At the time of acquisition, the Group considers whether the acquisition represents an 
acquisition of a business or a group of assets. The Group accounts for an acquisition as a business combination if 
it acquires an integrated set of business processes in addition to the group of assets acquired. 

 
The Group accounts for acquired businesses using the acquisition method of accounting which requires that the 
assets acquired and the liabilities assumed are recognized at the date of acquisition based on their respective fair 
values. 

 
The application of the acquisition method requires certain estimates and assumptions concerning the 
determination of the fair values of acquired assets as well as liabilities assumed at the acquisition date. Moreover, 
the useful lives of the acquired intangible assets, if any, and property and equipment have to be determined. 
Accordingly, for significant acquisitions, the Group obtains assistance from valuation specialists. The valuations 
are based on information available at the acquisition date. 

 
The Group has determined that the acquisition of SMPC represents a business due to the presence of the integrated 
set of activities acquired. 

 
In 2020, the Group recognized a gain amounting to ଑267.46 million resulting from the acquisition of SMPC. (Note 
5) 

 
Assessment of ECL Allowance on Receivables. The Group, applying the simplified approach in the computation 
of ECL, initially uses a provision matrix based on historical default rates for trade and other receivables. The 
Group also uses appropriate groupings if its historical credit loss experience shows significantly different loss 
patterns for different customer segments. The Group then adjusts the historical credit loss experience with 
forward-looking information on the basis of current observable data affecting each customer segment to reflect 
the effects of current and forecasted economic conditions. 
 
The Group adjusts historical default rates to forward-looking default rate by determining the closely related 
economic factor affecting each customer segment. The Group regularly reviews the methodology and assumptions 
used for estimating ECL to reduce any differences between estimates and actual credit loss experience. The 
determination of the relationship between historical default rates and forecasted economic conditions is a 
significant accounting estimate. 

 
The Group has assessed that the forward-looking default rate component of its ECL on receivables are not material 
because substantial amounts of receivables has been collected. Moreover, based on management's assessment, 
current conditions and forward-looking information does not indicate a significant increase in credit risk exposure 
of the Group from its receivables. 
 
Allowance for impairment losses in receivables amounted to ଑107.408 million DQG� ଑������� PLOOLRQ as at 
December 31, 2024, and 2023. The carrying amounts of receivables amounted to ଑737.37 million and ଑852.71 
million as at December 31, 2024, and 2023, respectively. (Note 9) 
 
Assessment for ECL on Other Financial Assets at Amortized Cost. The Group determines the allowance for ECL 
using general approach based on the probability-weighted estimate of the present value of all cash shortfalls over 
the expected life of financial assets at amortized cost. ECL is provided for credit losses that result from possible 
default events within the next 12-months unless there has been a significant increase in credit risk since initial 
recognition in which case ECL is provided based on lifetime ECL. 

 



 
Approved by: ________________ 

Date: ________________ 

When determining if there has been a significant increase in credit risk, the Company considers reasonable and 
supportable information that is available without undue cost or effort and that is relevant for the particular financial 
instrument being assessed such as, but not limited to, the following factors: 
 

� Actual or expected external and internal credit rating downgrade; 
� Existing or forecasted adverse changes in business, financial or economic conditions; and 
� Actual or expected significant adverse changes in the operating results of the borrower. 

 
The Group has assessed that the ECL on other financial assets at amortized cost is not material because the 
transactions with respect to these financial assets were entered into by the Group only with reputable banks. 
Accordingly, no additional provision of ECL on other financial assets at amortized cost was recognized in 2024 
and 2023. The carrying amounts of other financial assets at amortized cost are as follows: 
 

  2024  2023 
     
Cash in banks ଑ 67,152 ଑ 112,951 
Receivables ± net  737,367  852,652 
Refundable security deposits  17,675  13,099 
     
 ଑ 822,194 ଑ 978,758 

 
Estimating Allowance for Inventory Obsolescence. The Group's inventories are written down to their net realizable 
value (NRV) whenever their NRV fall below carrying amounts due to physical damage, obsolescence or adverse 
changes in prices. In determining NRV, management considers estimated selling price of inventories less the 
estimated costs of completion and the estimated costs necessary to make the sale. 
 
Allowance for inventory obsolescence amounted to ଑3.336 million DQG�଑�������PLOOLRQ as at December 31, 2024, 
and 2023. 
 
The carrying amounts of inventories amounted to ଑2,645.32 million and ଑2,040.58 million as at December 31, 
2024, and 2023, respectively. 
 
Estimation of Useful Lives of Property and Equipment 
The Groups estimates the useful lives of property and equipment based on the period over which the assets are 
expected to be available for use. The estimated useful lives of property and equipment are reviewed periodically 
and are updated if expectations differ from previous estimates due to physical wear and tear, technical or 
commercial obsolescence and legal or other limits on the use of the assets. 
In addition, estimation of the useful lives of property and equipment is based on collective assessment of industry 
practice, internal technical evaluation and experience with similar assets. It is possible, however, that future 
financial performance could be materially affected by changes in estimates brought about by changes in factors 
mentioned above. The amounts and timing of recorded expenses for any period would be affected by changes in 
these factors and circumstances. A reduction in the estimated useful lives of property and equipment would 
increase recorded costs and expenses and decrease noncurrent assets. 
 
There was no change in the estimated useful lives of property and equipment in 2024 and 2023. 
 
7KH�FDUU\LQJ�DPRXQW�RI�WKH�*URXS¶V�SURSHUW\�DQG�HTXLSPHQW�amounted to ଑828.093 million and ଑775.385 million 
as at December 31, 2024, and 2023, respectively. 
 
Determination of Impairment on Nonfinancial Assets 
FRS requires that an impairment review be performed on prepaid expenses and other current assets, asset held-
for-sale, right-of-use asset and property and equipment when events or changes in circumstances indicate that the 
carrying amount may not be recoverable. Determining the recoverable amounts of these assets requires the 
estimation of cash flows expected to be generated from the continued use and ultimate disposition of such assets. 
While it is believed that the assumptions used in the estimation of fair values reflected in the consolidated financial 
statements are appropriate and reasonable, significant changes in these assumptions may materially affect the 
assessment of recoverable amounts and any resulting impairment loss could have a material adverse impact on 
the financial performance. 
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Based on the assessment of the Group, certain nonfinancial assets are to be provided with allowance for 
impairment. 
 
Allowance for impairment losses on advances to suppliers amounted to ଑������PLOOLRQ as at December 31, 2024, 
and 2023. 
 
No impairment loss was recognized on right-of use assets and property and equipment as at December 31, 2024, 
and 2023. 
 
Present Value of Defined Benefit Retirement Obligation 
The present value of the defined benefit retirement obligation depends on a number of factors that are determined 
on an actuarial basis using a number of assumptions. These assumptions are described in note to the financial 
statements and include discount rate and salary increase rate. 
 
The Group determines the appropriate discount rate at the end of each reporting period. It is the interest rate that 
should be used to determine the present value of estimated future cash outflows expected to be required to settle 
the retirement obligations. In determining the appropriate discount rate, the Group considers the interest rates on 
government bonds that are denominated in the currency in which the benefits will be paid. The terms to maturity 
of these bonds should approximate the terms of the related retirement obligation. 
 
Other key assumptions for the defined benefit retirement obligation are based in part on current market conditions. 
 
While it is believed that the Group's assumptions are reasonable and appropriate, significant differences in actual 
experience or significant changes in assumptions may materially affect the Group's defined benefit retirement 
obligation. 
 
As at December 31, 2024, and 2023, retirement benefits liability amounted to ଑21.204 million and ଑13.940 
million, respectively. Retirement benefits expense amounted to ଑2.983 million, ଑4.036 million, and ଑1.36 million 
in 2024, 2023, and 2022, respectively. (Note 26) 
 
Estimation of Realizability of Deferred Tax Assets 
The Group reviews its deferred tax assets at each reporting period and reduces the carrying amount to the extent 
that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax 
assets to be utilized. The Group's assessment on the recognition of deferred tax assets on deductible temporary 
differences and carry-forward benefits of NOLCO is based on the projected taxable income in the following 
periods. 
 
Deferred tax assets amounting to ଑24.937 million and ଑24.325 million as at December 31, 2024, and 2023, 
respectively, related to the acquired deferred tax assets of SMPC. Deferred tax assets of STN and SCPC have not 
been recognized as at December 31, 2024 and 2023 because management believes that it is not probable that 
future taxable profit will be available against which the deferred tax assets may be utilized (Note 22). 
 
Provisions and Contingencies 
The Group, in the ordinary course of business, sets up appropriate provisions for its present legal or constructive 
obligations, if any, in accordance with its policies on provisions and contingencies. In recognizing and measuring 
provisions, management takes risks and uncertainties into account. 
 
As of December 31, 2024, the Group has recognized provision for doubtful accounts amounting to ଑������ 
million.    
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NOTE 5 ± BUSINESS COMBINATION 
 
On December 29, 2020, the Group acquired 269,250,000 shares of SMPC, representing 100% equity interest in 
SMPC, in exchange for the 269,250,000 shares of stock of the Parent Company, issued at par value of ଑1. 
 
The following summarizes the recognized provisional and final amounts of assets acquired and liabilities 
assumed at acquisition date: 
 

  Provisional 
Amount 

 Fair Value 
Adjustment 

 Final 
Amount 

Assets       
Cash ଑ 34,257 ଑ - ଑ 34,257 
Receivables  336,333  -  336,333 
Inventories  671,367  -  671,367 
Prepaid expenses and other current assets  27,822  -  27,822 
Property and equipment  323,705  155,924  479,629 
Right-of-use asset  5,767  86  5,853 
Advances to third parties  1,060  -  1,060 
Deferred tax assets  19,779  -  19,779 
Input value-added taxes  12,847  -  12,847 
Refundable security deposits  1,343  -  1,343 
       
 ଑ 1,434,280 ଑ 156,010 ଑ 1,590,290 
       
Liabilities       
Trade payables and other current liabilities ଑ 537,866 ଑ - ଑ 537,866 
Loans payable  346,247  -  346,247 
Amounts owed to related parties  108,653  -  108,653 
Lease liabilities (including current portion)  6,283  (217)  6,066 
Income tax payable  114  -  114 
Deferred tax liability  -  46,777  46,777 
Retirement benefits liability  7,858  -  7,858 
       
 ଑ 1,007,021 ଑ 46,560 ଑ 1,053,581 
       
Total Identifiable Net Assets ଑ 427,259 ଑ 109,450 ଑ 536,709 

 
Provisional and final gain as a result of the acquisition of a subsidiary follows: 

 
  Provisional 

Amount 
 Fair Value 

Adjustment 
 Final 

Amount 
       
Consideration transferred:       
Capital stock ଑ 269,250 ଑ - ଑ 269,250 
Total identifiable net assets  427,259  109,450  536,709 
       
Gain on acquisition ଑ 158,009 ଑ 109,450 ଑ 267,459 

 
As a result of adjustments to correct the fair values of properties and equipment acquired, the resulting gain in 
acquisition increased by ଑109.450 million. Accordingly, the gain on the acquisition of SMPC amounted to 
଑267.459 million and recognized as "Gain in acquisition of a subsidiary" in the 2020 consolidated statement of 
comprehensive income. 
 
Since SMPC was acquired on December 29, 2020, SMPC's results of operations in 2020 were considered as pre-
acquisition. For the year ended December 31, 2020, the consolidated revenues and net income of the Group would 
have increased by ଑1,276.50 million and ଑15.94 million, respectively, had the acquisition been completed at the 
beginning of the reporting period. 
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Receivables 
The fair value of receivables amounted to ଑336.333 million. The gross amounts of Receivables are ଑344.980 
million, of which ଑8.646 million is expected to be uncollectible as at the acquisition date. 

 
Acquisition-related Costs 
The Group incurred acquisition-related costs of ଑5.800 million and ଑2.021 million for the years ended December 
31, 2021 and 2020, respectively, which have been included in the "Operating expenses" account in the 
consolidated statements of comprehensive income. 
 
 
NOTE 6 ± FINANCIAL RISK AND CAPITAL MANAGEMENT OBJECTIVES AND POLICIES 
 
Objectives and Policies  

 
7KH�*URXS¶V�ILQDQFLDO�DVVHWV�DQG�OLDELOLWLHV��FRPSULVLQJ�PDLQO\�RI�FDVK�LQ�EDQNV��UHFHLYDEOHV��LQYHVWPHQWV�LQ�HTXLW\�
instruments, refundable security deposits, trade payables and other current liabilities, amounts owed to related 
parties, lease liabilities and loans and borrowings, are exposed to a variety of financial risks: liquidity risk, credit 
risk and market risk (includes foreign currency risk, and interest rate risk). Management ensures that it has sound 
policies and strategies in place to minimize SRWHQWLDO� DGYHUVH� HIIHFWV� RI� WKHVH� ULVNV� RQ� WKH�*URXS¶V� ILQDQFLDO�
performance. 

 
Risk management is carried out through the policies approved by the BOD. They identify and evaluate financial 
risk. The BOD provides principles on overall risk management and on specific areas such as liquidity risk, credit 
risk and market risk. 

 
Liquidity Risk 

 
/LTXLGLW\�ULVN�SHUWDLQV�WR�WKH�IDLOXUH�RI�WKH�*URXS¶V�WR�GLVFKDUJH�LWV�REOLJDWLRQV�DQG�FRPPLWPHQWV��7KH�WLJKW�FDVK�
SRVLWLRQ�OLPLWV�LWV�REOLJDWLRQ�WR�WDNH�DGYDQWDJH�RI�LQFUHDVLQJ�GHPDQGV��7KH�*URXS¶V�ILQDQFLDO�OLDELOLWLHV�LQFOXGH�
trade payables and other current liabilities, amounts owed to related parties, lease liabilities and loans and 
borrowings. 

 
The Group regularly monitors its cash position, continuously negotiates with creditors for new credit terms and 
depends on the financial support from its operating subsidiary and shareholders to meet its obligation as they fall 
due. 

 
,Q�'HFHPEHU�������VLJQLILFDQW�DPRXQW�RI�WKH�*URXS¶V�ERUURZLQJV�Zas converted into equity. The remaining assets 
subject to dacion en pago under the provisions of the Amended Agreement pertain to investment in preferred 
shares of SLC with fair value of ଑190 million with reference to the municipality zonal value of land owned by 
SLC. In 2023, this transaction was completed and the balance of borrowings was paid in full. 

 
Credit Risk 

 
Credit risk is the risk of financial loss to the Group if a counterparty to a financial instrument fails to meet its 
contractual obligations. Credit risk arises from deposits with banks and receivables. Cash transactions are limited 
to high-credit-quality financial institutions. 

 
The Group has established controls and procedures in its credit policy to determine and monitor the credit 
worthiness of its counterparties. The Group manages its credit risk mainly through the application of transaction 
limits and close risk monitoring. IW� LV� WKH� *URXS¶V� SROLF\� WR� HQWHU� LQWR� WUDQVDFWLRQV� ZLWK� D� ZLGH� GLYHUVLW\� RI�
creditworthy counterparties to mitigate any significant concentration of credit risk. 
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The gross maximum exposure of the Group to credit risk as at December 31, 2024 and 2023, without considering 
the effects of collaterals and other risk mitigation techniques, is presented below. 
 

Particulars  2024  2023 
     
Cash in banks ଑ 67,152 ଑ 112,951 
Receivables  737,367  852,652 
Refundable security deposits  17,105  13,099 
     
Total ଑ 821,624 ଑ 978,758 

 
The credit risk for cash in banks is considered negligible, since the counterparties are reputable entities with high 
quality external credit ratings. 

The Group's exposure to credit risk arises from default of counterparty. Generally, the maximum credit risk 
exposure of receivables is it¶s carrying amount without considering collaterals or credit enhancements, if any. 

The Group does not execute any credit guarantee in favor of any counterparty. 

Cash in Banks 
Cash in banks are held with counterparties with high external credit ratings. The credit quality of these financial 
assets is considered to be high grade. Impairment on cash in banks has been measured on a 12-month ECL basis 
and reflects the short maturities of the exposures. The Group considers that its cash in banks have low credit risk 
based on the external credit ratings of its counterparties. 

Receivables 
The exposure to credit risk is influenced mainly by the individual characteristics of each customer. However, 
management also considers the factors that may influence credit risk of the Group's customer base. 

The Group has established a credit policy under which each new customer is analyzed individually for 
creditworthiness before the standard payment and delivery terms and conditions are offered. The Group ensures 
that sales on account are made to customers with appropriate credit history. The Group has detailed credit criteria 
and several layers of credit approval requirements before engaging a particular customer or counterparty. The 
review includes external ratings, when available, and in some cases bank references. Purchase limits are 
established for each customer and are reviewed on a regular basis. Customers that fail to meet the benchmark 
creditworthiness may transact with the Group only on a prepayment basis. 

Refundable Security Deposits 
Deposits on property leased by the Group are generally refundable at the end of the term. The Group is not 
exposed to any significant credit risk exposure to any single counterparty or any group of counterparties having 
similar characteristics. Based on historical information, management consider the credit quality of refundable 
deposits to be good. 
 
Credit Quality and Expected Credit Loss Assessment 
In monitoring and controlling credit extended to counterparty, the Group adopts a comprehensive credit rating 
system based on financial and non-financial assessments of its customers. Financial factors being considered 
comprised of the financial standing of the customer while the non-financial aspects include but are not limited to 
the assessment of the customer's nature of business, management profile, industry background, payment habit 
and both present and. potential business dealings with the Group. 
 
7KH�WDEOH�EHORZ�VKRZV�WKH�FUHGLW�TXDOLW\�RI�WKH�*URXS¶V�ILQDQFLDO�DVVHWV�DV�DW� 
 

2024  High Grade  Medium Grade  Low Grade  Total 
         
Cash in banks ଑ 67,152 ଑ - ଑ - ଑ 67,152 
Trade and other  
       receivables  -  629,959  107,408  737,367 
Refundable deposits  -  17,675   -  17,675 
         
Totals  ଑ 67,152 ଑ 647,634 ଑ 107,408 ଑ 822,194 
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2023  High Grade  Medium Grade  Low Grade  Total 

         
Cash in banks ଑ 112,951 ଑ - ଑ - ଑ 112,951 
Trade and other  
       receivables  -  775,129  77,523  852,652 
Refundable deposits  -  13,099  -  13,099 
         
Totals  ଑ 112,951 ଑ 788,228 ଑ 77,523 ଑ 978,702 

 
The Group classifies its receivables into the following credit grades: 

 
High Grade ± This pertains to accounts with a very low probability of default as demonstrated by the 
customer/debtor long history of stability, profitability and diversity. The customer/debtor has the ability to raise 
substantial amounts of funds through the public markets. The customer/debtor has a strong debt service record 
and a moderate use of leverage. 

 
Medium Grade ± The customer/debtor has no history of default. The customer/debtor has sufficient liquidity to 
fully service its debt over the medium term. The customer/debtor has adequate capital to readily absorb any 
potential losses from its operations and any reasonably foreseeable contingencies. The customer/debtor reported 
profitable operations for at least the past 3 years. 

 
Low Grade ± The customer/debtor is expected to be able to adjust to the cyclical downturns in its operations. Any 
prolonged adverse economic conditions would however ostensibly create profitability and liquidity issues. 
Operating performance could be marginal or on the decline. The customer/debtor may have a history of default in 
interest but must have regularized its service record to date. 

 
7KH�WDEOH�EHORZ�SUHVHQWV�WKH�*URXS¶V�H[SRVXUH�WR�FUHGLW�ULVN�DQG�VKRZV�WKH�FUHGLW�TXDOLW\�RI�WKH�ILQDQFLDO�DVVHWV�
by indicating whether the financial assets are subjected to 12-month ECL or lifetime ECL. Assets that are credit-
impaired are separately presented. 
 

  Financial Assets at Amortized Cost 

December 31, 2024  
12-month 

ECL  

Lifetime ECL-  
not credit 
impaired  

Lifetime 
ECL- credit 

impaired  Total 
         
Cash in banks ଑ 67,152 ଑ - ଑ - ଑ 67,152 
Receivables  -  629,959  107,408  737,367 
Refundable security deposits  -  -  -  17,675 
         
Total  ଑ 67,152 ଑ 629,259 ଑ 107,408 ଑ 822,194 

 
  Financial Assets at Amortized Cost 

December 31, 2023  
12-month 

ECL  

Lifetime ECL- 
 not credit 
impaired  

Lifetime 
ECL- credit 

impaired  Total 
         
Cash in banks ଑ 112,951 ଑ - ଑ - ଑ 112,951 
Receivables  -  775,129  77,523  852,652 
Refundable security deposits  11,362  1,737  -  13,099 
         
Total  ଑ 124,313 ଑ 776,866 ଑ 77,523 ଑ 978,702 

 
The Group believes that the unimpaired amounts are past due by more than 60 days are still collectible based on 
KLVWRULFDO�SD\PHQW�EHKDYLRUDO�DQDO\VHV�RI�WKH�XQGHUO\LQJ�FRXQWHUSDUWLHV¶�FUHGLW�UDWLQJV� 
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Credit Risk Concentration 
7KH�*URXS¶V� H[SRVXUH� WR� FUHGLW� ULVN� DULVHV� IURP�GHIDXOW� RI� FRXQWHUSDUW\. Generally, the maximum credit risk 
exposure of receivables is it¶s carrying amount without considering collaterals or credit enhancements, if any. The 
Group has no significant concentration of credit risk since the Group deals with a large number of homogenous 
trade customers as at December 31, 2021. However, in 2024 and 2023, a customer accounted for more than 30% 
of the total revenues and receivables. The Group does not execute any credit guarantee in favor of any 
counterparty. 
 
Market Risk 

 
Market risk is the risk that the changes in market prices, such as foreign exchange rates, interest rates and other 
PDUNHW�SULFHV��ZLOO�DIIHFW�WKH�*URXS¶V�LQFRPH�RU�WKH�YDOXH�RI�LWV�KROGLQJV�LQ�ILQDQFLDO�LQVWUXPHQWV��7KH�REMHFWLYH�
of market risk management is to manage and control market risk exposures within acceptable parameters, while 
optimizing the return. 
 
Foreign Currency Risk 
Foreign currency risk is the risk that the values of the financial assets and financial liabilities will fluctuate due to 
changes in foreign exchange rate. The Group's exposure to foreign exchange risk results from its business 
transactions and assets and liabilities denominated in foreign currencies.  
 
The carrying amounts of the Group¶s foreign currency denominated monetary assets and monetary liabilities at 
the end of each reporting period are as follows: 
 

  2024 

Particulars 
 

USD 
 Peso 

equivalent 
     
Cash in banks $ 379 ଑ 21,988 
Receivables ± net  5,870  340,163 
Loans payable  (1,625)  (94,169) 
     
Total $ 4,624 ଑ 267,982 

 
([FKDQJH�UDWH�XVHG�LV�86'� 57.95࠷ as of December 31, 2024 
 

  2023 
Particulars  USD  Peso equivalent 

     
Cash in banks $ 915 ଑ 50,649 
Receivables ± net  6,134  339,507 
Loans payable  (2,000)  (110,700) 
     
Total $ 5,049 ଑ 279,456 

 *Exchange rate used is 86'� 55.35࠷ as of December 31, 2023 
 
The following table demonstrates the sensitivity to a reasonably possible change in the US dollar exchange rates, 
with all other variables held constant, of the Group's income before income tax. 
 

 

 Appreciation/ 
Depreciation  

of foreign currency 

 
Effect on Income 

Before tax 
     
US Dollar 2024 +1% ଑ 2,658 
  -1%  (2,658) 
 2023 +1%  2,801 
  -1%  (2,801) 

 
The analysis above is based on the forecasted foreign currency exchange rate to be reasonably possible at end of 
the next reporting period.  
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Interest Rate Risk 
Interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because of changes 
LQ�PDUNHW� LQWHUHVW�UDWHV��7KH�*URXS¶V�H[SRVXUHV� WR� LQWHUHVW� UDWH�ULVN�UHODWHV�SULPDULO\� WR�WKH�*URXS¶V� ORDQV�DQG�
ERUURZLQJV��7KH�*URXS¶V�Hxposure to changes in interest rates relates mainly to the long-term loan drawn from a 
local bank in 2021 with a floating interest rate based on the prevailing market rate at each repricing date. The 
*URXS¶V�VKRUW-terms loans have fixed interest rates over the term of the loan. 

 
Share Price Changes of Investments in Equity Instruments 
The Group has investments in equity instruments traded in the Philippine Stock Exchange and are exposed to 
share price changes. Share price changes of investments in equity instruments arises from future commercial 
transactions and recognized assets and liabilities. 
 
The following table demonstrates the sensitivity to a reasonably possible change in the fair value of investments 
in equity instruments, with all other variables held constant: 
 

 Effect on Equity 
 2024  2023 
 3% Increase 3% Decrease  6% Increase 6% Decrease 

Investment in equity instruments  ଑ 6,378 ଑ (6,378)  ଑ 8,144 ଑ (8,144) 
 
Fair Value Estimation of Financial Assets and Liabilities  

 
Cash in Banks and Receivables. The carrying amounts of cash in banks and receivables approximate fair values 
due to the relatively short-term maturities of these financial instruments. 

 
Investments in Equity Instruments. The fair value of quoted investments in equity instruments is determined by 
reference to their quoted bid prices at the reporting date (Level 1). The fair values of golf shares and country club 
memberships are based on cost since there is no realizable basis for fair value. 

 
The Group does not have financial assets classified under Level 2 and 3. 

 
Refundable Security Deposits. The carrying amount of refundable security deposits approximate the fair value, 
since the Group does not anticipate the carrying amount to be significantly different from the actual value that 
these deposits would be eventually collected. 

 
Trade Payables and Other Current Liabilities, Amounts Owed to Related Parties and Current Portion of Loans 
and Borrowings. The carrying amounts of trade payables and other current liabilities, amounts owed to related 
parties and current portion of borrowings approximate fair value due to the relatively short-term maturities of 
these financial instruments. 

 
Borrowings, Net of Current Portion. Borrowings, net of current portion are reported at their present values, which 
approximate the cash amounts that would fully satisfy the obligations as of reporting date. The carrying amount 
of long-term loans payable with floating interest rate with monthly repricing approximates its fair value. 

 
Capital Management 

 
7KH�SULPDU\�REMHFWLYH�RI�WKH�*URXS¶V�FDSLWDO�PDQDJHPHQW�LV�WR�HQVXUH�WKDW�LW�PDLQWDLQV�D�VWURQJ�FUHGLW�UDWLQJ�DQG�
healthy capital ratios in order to support its business and maximize shareholder value. 

 
The Group manages its capital structure and makes adjustments in the light of changes in economic conditions. 

 
The BOD has overall responsibility for monitoring capital in proportion to risk. Profiles for capital ratios are set 
LQ�WKH�OLJKW�RI�FKDQJHV�LQ�WKH�*URXS¶V�H[WHUQDO�HQYLURQPHQW�DQG�ULVNV�XQGHUO\LQJ�WKH�*URXS¶V�EXVLQHVV��RSHUDWLRQ�
and industry. 
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The Group monitors capital on the basis of debt-to-equity ratio, which is calculated as total debt divided by total 
equity. Total debt is defined as total liabilities. While equity is total equity as shown in the consolidated statements 
of financial position. The Parent Company being a listed entity is covered by the PSE requirement of 10% 
minimum public ownership. The Parent Company is under suspended trading status in PSE since 2006 pursuant 
WR�WKH�36(¶V�,PSOHPHQWLQJ�*XLGHOLQHV�IRU�&RPSDQLHV�XQGHU�&RUSRUDte Rehabilitation when the Company notified 
the PSE in a disclosure that the stockholders have approved entering into rehabilitation proceedings (Note 1). 

 
7KHUH�ZHUH�QR�FKDQJHV�LQ�WKH�*URXS¶V�DSSURDFK�WR�FDSLWDO�PDQDJHPHQW�GXULQJ�WKH�\HDU� 

 
The Group is not subject to externally imposed capitalization requirements. 
 
The Group monitors its financial leverage using the debt-to-equity which is computed as total liabilities divided 
by total equity as shown in the table below: 
 

 

 
 
NOTE 7 ± CASH  
 
As of December 31, the account consists of: 
 

  2024  2023 
     
Cash on hand ଑ 110 ଑ 90 
Cash in bank  67,152  112,951 
     
Total ଑ 67,262 ଑ 113,041 

 
7KH�*URXS¶V�Fash in bank earns annual interest at the respective bank deposit rates. 
 
Interest income from FDVK� LQ�EDQNV�DPRXQWHG� WR�଑0.055 million��଑0.051 million��DQG�଑0.038 million in 2024, 
2023, and 2022, respectively (Note 21). 
 
 
NOTE 8 ± RECEIVABLES ± NET 
 
As of December 31, the account consists of the following: 
 

  2024  2023 
     
Trade receivables:     

Third parties  ଑ 562,140 ଑ 582,076 
Related party  7,522  58,385 
  569,662  640,461 

Less allowance for expected credit losses on:     
Trade receivables ± third parties  (107,408)  (77,523) 

  462,254  562,938 
Other receivables:     

Third parties   197,882  175,639 
Related party  77,231  114,075 

  275,113  289,714 
     
Net ଑ 737,367 ଑ 852,652 

  2024  2023 
     
Total liabilities ଑ 3,718,495 ଑ 3,364,214 
Total equity  972,645  859,686 
     
Debt-to-equity ratio  3.8231:1  3.9133:1 
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Trade receivables are non-interest bearing and are generally with 30 to 90-day term. Non-trade receivables pertain 
to reimbursements of costs incurred on behalf of entity under common control. 
 
Movement of allowance for expected credit losses is as follows: 
 

  2024  2023 
     
January 1, ଑ 77,523 ଑ 77,523 
Provision  29,885  - 
     
December 31, ଑ 107,408 ଑ 77,523 

 
For the period ended December 31,2024, the Group recognized additional provision for expected credit losses 
amounting to ଑�����������ZKLFK�ZDV�DWWULEXWHG�WR�WKH�LQFUHDVH�RI�RYHUGXH�DFFRXQWV�LQ������DULVLQJ�IURP������
billings. 
 
In 2023, the Group identifies additional uncollectible accounts wherein the respective debtors provided a collateral 
to secure the debt. Hence, the Group believes that the collectability of the receivables is high and no additional 
allowance for expected credit losses should be recognized. For the period ended December 31,2023, no additional 
provision was recognized and the allowance for expected credit losses was deemed to be sufficient. 
 
 
NOTE 9 ± INVENTORIES ± NET 
 
As of December 31, the account consists of: 
 

  2024  2023 
     
Raw material ଑ 2,312,027 ଑ 1,768,884 
Work-in-process  36,858  33,916 
Materials and supplies  208,209  193,263 
Finished goods  91,561  71,338 
     
Total  2,648,657  2,067,401 
Allowance for inventory obsolescence  (3,336)  (26,819) 
     
Lower of cost and net realizable value ଑ 2,645,320 ଑ 2,040,582 

 
Allowance for inventory write down pertains to damaged raw materials and unusable or obsolete materials and 
supplies. 
 
Roll-forward of allowance for inventory losses as follows: 
 

  2024  2023 
     
Balance at beginning of year ଑ 26,819 ଑ 26,819 
Reversal of previously recognized inventory losses  (23,482)  - 
     
Balance at end of year ଑ 3,336 ଑ 26,819 

 
In 2024, the Group has updated the estimated among its inventories which resulted to the reversal of allowance 
IRU�LQYHQWRU\�ORVVHV�DPRXQWLQJ�WR�଑��.482 million attributed to the increase of estimated net realizable value as 
compared to the carrying value of inventories as of December 31, 2024. No additional provision for inventory 
losses was recognized. 
 
In 2023, there were no additional provisions for inventory losses because the Group was able to convert the scrap 
into saleable items.  
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NOTE 10 ± PREPAYMENT AND OTHER CURRENT ASSETS ± NET 
 
The account consists of: 
 

  2024  2023 
     
Input VAT ± net ଑ 14,887 ଑ 55,360 
Creditable withholding taxes  87,102  72,258 
Prepaid importation charges  72,498  123,729 
Refundable security deposits  16,185  11,362 
Advances to suppliers  1,863  1,863 
Prepaid insurance  7,917  6,897 
Other prepayments  9,531  7,134 
     
Total  209,983  278,603 
Less: Allowance for impairment losses and 
 unrecoverable prepaid taxes  (1,843)  (1,843) 
     
Net ଑ 208,140 ଑ 276,760 

 
Input tax is the 12% value added tax (VAT) on purchase of goods or services in the course of its trade or business. 
At the end of each taxable period, input tax can be applied against output tax.  
 
Prepaid taxes include creditable withholding taxes withheld by the Group¶V� FXVWRPHUV�ZKLFK� FDQ� be applied 
against future income tax liability. Prepaid importation charges pertain to advance payments to various suppliers 
of imported paper rolls. 
 
Refundable security deposits pertain to cash deposits on container vans and leases of warehouse and office space. 
Security deposits on container vans are refundable upon return of container vans while security deposits on leases 
are refundable at the end of the lease period. 
 
As of December 31, 2024 and 2023, refundable deposits classified as non-FXUUHQW� DVVHG� DPRXQWHG� WR�଑������
PLOOLRQ�DQG�଑������PLOOLRQ��UHVSHFWLYHO\� 
 
 
NOTE 11 ± ASSETS HELD FOR SALE 
 
Investment in associate (SLC) represents 249,500 common shares and 4,920 voting preferred shares with a par 
YDOXH�RI�3��SHU�VKDUH�DQG�3���SHU�VKDUH��UHVSHFWLYHO\��7KH�3DUHQW�&RPSDQ\¶V�SHUFHQWDJH�RI�LQWHUHVW�LQ�6/&�LV�
based on its direct 10.22% equity plus the 29.49% equity in SLC held by its two (2) wholly-owned subsidiaries. 
All the shares are included in the dacion en pago in compliance with the approved loan restructuring (Note 1). 
This arrangement materialized in 2010 and the amount was reclassified from investment in associate to asset held-
for-sale. 
 
The ownership of the Group in SLC is measured at lower of the carrying amount and fair value less cost to sell. 
In 2012, the preferred shares held by the Parent Company in SLC amounting to P0.049 million were transferred 
to Greenkraft in relation to dacion en pago (Note 1) and reduced the loan for the same amount. 
 
$V�DW�'HFHPEHU�����������WKH�FDUU\LQJ�DPRXQW�RI�WKH�VKDUHV�UHODWHG�WR�WKH�3DUHQW�&RPSDQ\¶V�SUHIHUUHG�VKDUHV�LQ�
SLC based on par value was also reduced to ଑0.249 million after issuance of the certificate authorizing 
registration. 
 
In September 2023, the remaining dacion en pago ZDV�LPSOHPHQWHG�UHODWLQJ�WR�WKH�*URXS¶V�VKDUHV�LQ�6/&��7KH�
Group assigned its shares in SLC with a cost of ଑72.705 million to Greenkraft as payment to its remaining balance 
of borrowings to Greenkraft amounting to ଑190 million. As of December 31, 2023, the Group has fully-settled its 
borrowings to Greenkraft. 
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The carrying amount related to the shares of SCPC in SLC amounted to ଑47.895 million and ଑120.600 million, 
respectively. 
 
The movements and balances of the asset held-for-sale as at December 31, 2024 and 2023 are as follows: 
 

 Investment in an Associate    
 Cost    

January 1, 2010  ଑ 386,598,000 
 Accumulated Share in Net Losses    

 January 1, 2010   (28,012,402) 
 Share in financial performance for the year   (55,196,859)  

   (83,209,261) 
   
 Allowance for impairment   (182,338,000) 

   
 Carrying amount reclassified as asset held-for-sale in 2010  ଑ 121,050,739  
 Assigned/written-off in 2012   (450,000) 
   
 Balance since 2012  ଑ 120,600,739 

 

  2024  2023 
 Asset held-for-sale      
 Beginning balance  ଑ -  ଑ 120,600,739  
 Disposal   -  (120,600,739) 
     
 Ending balance  ଑ -    ଑ -  

 
Certificate Authorizing Registration of SCPC for the assignment of the preferred shares in SLC to Greenkraft has 
already been completed on June 5, 2023 after resubmission of all pertinent documents related to the deed of 
assignment. The transfer and issuance of new stock certificate to Greenkraft was fully consummated on September 
29, 2023.
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In 2021, SCPC availed of a long-term loan for the purchase of land acquired in December 2021. The acquired 
land serves as a security to the loan availment. 

 
The land and improvements thereon in San Vicente, Davao del Norte and land in Carmen, Davao del Norte are 
subject to mortgage under the Omnibus Loan and Security Agreement (OLSA) entered by the SCPC, SMPC and 
another affiliate in 2021. As at December 31, 2024, and 2023, the carrying amount of mortgaged land and 
improvements amounted to ଑185.587 million. 
 
Depreciation is recognized as follows: 
 

  2024  2023  2022 
       
Cost of sales ଑ 104,007 ଑ 119,013 ଑ 65,098 
Cost of services  825  22,623  59,479 
Operating expenses  77,133  84,517  84,121 
       
Total ଑ 181,965 ଑ 226,153 ଑ 208,698 

 
 
NOTE 13 ± INVESTMENT IN EQUITY INSTRUMENTS 
 
The account consists of investments in shares of stock of utility companies and golf/country club memberships 
which were designated as financial assets at FVOCI. 
 
These investments were measured at fair value based on quoted prices as at December 31, 2024 and 2023. 
 
As of December 31, the movements of investments in equity instruments are as follows: 
 

  2024  2023 
     
Cost     
   Balance at beginning of year ଑ 133,852 ଑ 102,435 
   Additions  44,715  86,605 
   Disposals  (15,275)  (55,188) 
   Balance at end of year  163,292  133,852 
     
Changes in Fair Value     
   Balance at beginning of year  6,003  (3,346) 
   Changes in fair value  16,093  23,581 
   Transfers of fair value reserve for investments  
    in equity instruments designated at FVOCI 

 
(4,396) 

 
(14,232) 

   Balance at end of year  17,700  6,003 
     
Total ଑ 180,992 ଑ 139,855 
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NOTE 14 ± TRADE AND OTHER PAYABLES 
 
The account consists of the following: 
 

  2024  2023 
     
Trade payables     

Third parties ଑ 159,700 ଑ 77,635 
Related parties  65,776  326,145 
  225,475  403,780 

Advances from customers     
Third parties  102,704  120,723 
Related parties  309,282  303,435 
  411,986  424,158 

Accrued expenses     
Third parties  388,996  495,496 
Related parties  43,212  48,507 

  432,208  544,003 
     
Payable to bank  768,732  382,335 
Deferred output tax - net  142,040  103,376 
Payable to government agencies  15,402  11,768 
Others  13,688  391 
     
Total ଑ 2,009,532 ଑ 1,869,811 

 
Trade payables generally have 30-day term and includes interest-bearing letter of credits with terms ranging from 
90 to 180 days. 
 
Payables to bank pertain to trust receipts transaction with banks used to purchase imported paper with terms of 60 
to 180 days. ,QWHUHVW�H[SHQVH�RQ�OHWWHU�RI�FUHGLWV�UHFRJQL]HG�LQ�SURILW�RU�ORVV�DPRXQWHG�WR�଑15.77 million��଑10.18 
million��DQG�଑4.383 million in 2024, 2023, and 2022. 
 
Advances from customers pertain to advance payments made by customers for purchase of goods. As of December 
31, 2024, and 2023, the Group has not refunded any amount. 
 
Accrued expenses mainly pertain to accrued charges from Bureau of Customs for raw materials importation, 
payable to other tolling customers and suppliers for paper purchases. 
 
Details of accrued expenses as at December 31 are as follows: 
 

Particulars  2024  2023 
     
Importation cost ଑ 32,522 ଑ 56,668 
Salaries and other employee benefits  9,990  14,450 
Other purchases:     
   Third parties  314,412  389,490 
   Related parties  43,212  48,507 
Insurance  6,766  2,434 
Professional fees  8,360  19,563 
Outside services  4,752  3,660 
Taxes and licenses  2,287  2,299 
Others  9,907  6,932 
     
Total  ଑ 432,208  ଑ 544,003 

 
Other purchases pertain to accruals of other supplies and services locally purchased and incurred for the period. 
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NOTE 15 ± LOANS PAYABLE 
 
This account consists: 
 

  2024  2023 
     
Current portion:     

Various local banks ଑ 1,239,780 ଑ 942,134 
     

Net of current portion:     
Local bank loan  389,368  468,231 

     
Total ଑ 1,629,148 ଑ 1,410,365 

 
Short-term Loans 
Short-term loans from local banks are unsecured, peso-denominated promissory notes intended for additional 
working capital requirements of the SMPC. These are payable within six months and bear annual interest rates 
ranging from 5.75% to 6.50% and 4.75% to 6.25% in 2024 and 2023, respectively. 
 
7KH�UHODWHG�LQWHUHVW�H[SHQVH�RQ�WKH�DERYH�ORDQV�UHFRJQL]HG�LQ�SURILW�RU�ORVV�DPRXQWHG�WR�଑46.75 million, ଑33.674 
million, and ଑37.328 million in 2024, 2023, and 2022, respectively. 
 
For the period ended December 31, 2024, 2023 and 2022, the capitalizable borrowing cost amounted to 
଑���������, nil, and nil, respectively. Capitalizable borrowing rate is at 3.23% in 2024, nil for both years 2023 
and 2022. 
 
Omnibus Loan and Security Agreement (OLSA)  
On November 29, 2021, the SCPC, SMPC, and another affiliate, collectively as Borrowers, entered into an 
Omnibus Loan and Security Agreement (OLSA) with a local bank. The loan has seven-year term and up to an 
aggregate amount of P2 billion or its U.S. Dollar equivalent. The proceeds of the loan will be used to finance the 
purchase by the Borrowers of the subject assets as described in Section 1 of Part C of the OLSA. The loan 
drawdown will enable the Borrowers to purchase the subject properties and to operate the Dole Philippines Inc. 
(DPI) box plant property in Davao. 
 
The loan has floating interest rate based on the prevailing market rate at each repricing date, with a one-time 
option to fix. The loan is secured by mortgaged properties as described in Part C, Section 3.02 and enumerated in 
Schedule II of the OLSA, and future receivables of the Borrowers, and guaranteed by the major shareholders of 
the Parent Company. 
 
The other essential elements of the OLSA, among others, are summarized below: 
 

a) The Borrowers are entitled to a grace period on principal payments for the first 12 months reckoned from 
the initial drawdown and shall pay only interest on the loan amount. At the end of the 13th month from 
the initial drawdown date, the Borrowers shall commence payment of the principal and interest. The 
principal payments shall be made in 72 equal monthly amortizations beginning on the 13th month from 
the initial drawdown date. 

b) The Borrowers shall pay interest on the outstanding advance monthly in arrears at the interest rate on 
each interest payment for the interest period. The interest rate on the advance payment shall be the 
prevailing market rate as of the repricing date. 

c) The Borrowers shall not sell, lease, transfer, grant or otherwise dispose all or substantially all of its 
SURSHUWLHV�DQG�DVVHWV��H[FHSW�IRU�OHDVHV�HQWHUHG�LQWR�ZLWK�DQ\�RI�WKH�%RUURZHU¶V�DIILOLDWHV�IRU�WKH�OHDVH�RI�
DPI Box Plant and Printing Plant. 

d) Cross default and cross acceleration provision as an event of default. This is when the Borrower defaults 
in the payment of principal or interest or commits violation of any terms and conditions, or accelerate or 
permit acceleration, of any agreement and the lender believes that the breach or violation will adversely 
DQG�PDWHULDOO\�DIIHFW�WKH�%RUURZHU¶V�RSHUDWLRQV�RU�DELOLW\�WR�SHUIRUP�LWV�REOLJDWLRQ�XQGHU�WKH�2/6$� 
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e) No new borrowing, unless with consent of the lenders. 
f) &UHGLWRU¶V�FRQVHQW�IRU�FKDQJH�LQ�PDWHULDO�RZQHUVKLS�LQ�WKH�ERUURZHUV�DQG�PRUWJDJRUV� 
g) Standard covenants, representations and warranties 

 
In December 2021, the SCPC initially availed of the loan amounting to $2,588,000 equivalent to P130.401 million 
for the purchase of land (Note 11). 

 
On January 24, 2022, the SCPC availed the second and final drawdown of the loan amounting to $9,087,396. 

 
As at November 29, 2022, the loan has been fully drawn by the SCPC and an affiliate. SMPC has no loan 
drawdown as of December 31, 2023. 
 
,Q�������6&3&¶V�RXWVWDQGLQJ�ORDQV payable were converted to Philippine peso. 

 
In accordance with Part B, Section 5.01 (m) of the OLSA, the Borrowers are required to maintain debt to service 
coverage ratio of at least 1.25x, a total debt-to-equity ratio of 1.5 to 1, and a debt to EBITDA of no more than 
three times. The SCPC has failed to comply with the financial ratios indicated in the OLSA as at December 31, 
2021. The OLSA provides that default provisions, other than payment default, are remediable within 30 days after 
written notice from the lender of such failure to comply with the terms or covenant in the OLSA. 

 
As at December 31, 2024, and 2023, the Borrowers have not received any notice of default from the lender that 
will trigger the non-compliance with financial ratios an event of default. On February 17, 2025 and April 1, 2024, 
upon the request of SCPC, SCPC received a letter from the lender confirming that the bank did not declare SCPC 
in default under the OLSA notwithstanding their non-compliance with the required financial ratios as at December 
31, 2024, and 2023, respectively. 

 
Transaction cost on loan availment pertaining to documentary stamp tax paid in 2021 amounted to ଑4.522 million, 
of which ଑1.002 million relates to initial drawdown in 2021 and recorded as deduction from loans payable, and 
the remaining balance of ଑3.520 million relates to final drawdown in January 2022 recorded as part of Prepaid 
taxes (Note 9). 
 
Omnibus Agreement (Amended in 2010)  
 
Borrowings from Greenkraft and Roxburgh were secured loans and were originally obtained from lending banks 
XQGHU� WKH� 2PQLEXV� $JUHHPHQW¶V� UHYROYLQJ� ZRUNLQJ� FDSLWDO� IDFLOLW\� VXEMHFW� WR� DQQXDO� LQWHUHVW� UDWHV� SULRU� WR�
assignment of the loan to third parties in 2006. The said creditors/lenders are now considered related parties of 
STN following the dacion en pago arrangements and reassessment of related party relationships in 2010. 
 
The property and equipment of the Group and present and future receivables of the subsidiaries are used as 
collateral in accordance with the Amended Agreement. In 2012, the total fair value of assets pledged as security, 
which includes investment in an associate, land and land improvements and building and building improvements. 
Declined from P290 million to P289.88 million (Note 1). In 2014. The land and land improvements and building 
and building improvements of SCPC were transferred to the creditors/lenders. 
 
Furthermore, the Amended Agreement provides for certain affirmative and negative covenants subject for 
compliance by the Company and payment terms as discussed in Note 1 which is due after completion of dacion 
en pago that is expected to be completed in 2022. 
 
8SRQ�DSSURYDO�RI�WKH�$PHQGHG�$JUHHPHQW��WKH�DERYH�FUHGLWRUV�DUH�DZDUH�RI�WKH�*URXS¶V�QRQ-compliance with 
FRYHQDQW�GXH� WR� WKH�*URXS¶V� ILQDQFLDO� FRQGLWLRQ� DQG� VXFK�ZLOO� QRW� EH� D� JURXQG� WR�GHIDXOW� IURP� WKH�$PHQGHG�
Agreement. 
 
As discussed in Note 1, the accrued interest amounting to ଑294.6 million which was capitalized as part of the loan 
principal in 2010 in accordance with the Amended Agreement, was condoned by its major creditors in 2011. In 
addition, the accrued interest in 2010 amounting to ଑13.1 million was also reversed in 2011 in relation to the 2-
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year grace period provided by its creditors. These were all offset against advances to SCPC as the proceeds of the 
original loan were loaned by the Parent Company to SCPC, subject to the same interest rates. 
 
,Q�������73&�DQG�6&3&¶V�LQYHVWPHQW�LQ�VKDUHV�RI�VWRFN�ZLWK�6/&�DPRXQWLQJ�WR�଑0.64 million was assigned to 
Greenkraft as part of the dacion en pago arrangements (Note 1) resulting to a reduction of the borrowing balance. 
 
In 2013, the creditors/lenders granted STN two (2) years extension of principal repayment, reduction of interest 
rate from 6% p.a. to 2% p.a. for the first five (5) years and further waive interest charges annually until 2019. 
 
On July 17, 2019, the BOD and Stockholders of the Parent Company approved the conversion of loans from 
Greenkraft and Roxburgh into common shares in STN. The minority shareholders present or represented at the 
meeting unanimously voted to waive the requirement to conduct a right or public offering of the shares to be 
issued by virtue of debt-to-equity conversion. Consequently, principal and interest payments on long-term debt 
was suspended beginning July 2019. 
 
On December 29, 2020, the Parent Company issued 149,562,081 shares to Greenkraft and Roxburgh effecting the 
debt-to-HTXLW\�FRQYHUVLRQ�IROORZLQJ� WKH�6(&�DSSURYDO�RI� WKH�3DUHQW�&RPSDQ\¶V� LQFUHDVH� LQ�DXWKRUL]HG�FDSLWDO�
stock on the same day. 
 
,Q�6HSWHPEHU�������WKH�UHPDLQLQJ�GDFLRQ�HQ�SDJR�ZDV�LPSOHPHQWHG�UHODWLQJ�WR�WKH�*URXS¶V�VKDUHV�LQ�6/&��7KH�
Group assigned its shares in SLC with a cost of P72.705 million to Greenkraft as payment to its remaining balance 
of borrowings to Greenkraft amounting to P190 million resulting to a gain on disposal (Note 19). As of December 
31, 2023, the Group has fully-settled its borrowings to Greenkraft. 
 
Changes in liabilities from financing activities are as follows: 
 

  2024  2023 
Balance at beginning of year ଑ 1,410,365 ଑ 1,038,358 
Additions to borrowings  2,042,435  3,732,865 
Payments to borrowings  (1,824,969)  (3,360,858) 
Amortized discount  1,317  - 
 ଑ 1,629,148 ଑ 1,410,365 
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a. Amounts owed to related parties consist mainly of non-interest-bearing advances for working 
capital requirements with no definite repayment dates.  

 
b. Reimbursement of various expenses were paid in advance by the Parent Company and charged to the 

related party. 
 
c. SMPC has sales and purchases of inventories with related parties. These transactions are unsecured, 

non-interest bearing and are generally with 30 to 90-day term. Outstanding related party balances of 
SMPC were assumed by the Group upon acquisition in December 2020 (Note 5). 
 

d. Sales to and Purchases from Related Parties 
Sales and purchases of inventories with related parties are made in the ordinary course of business. 
These transactions are unsecured, non-interest bearing and are generally with 30 to 90-day term. 

 
e. Lease and Warehousing Costs 

On January 9, 2024, the Company entered into a one-year lease agreement with SCPC, renewable 
for another year subject to such terms and conditions mutually acceptable to the parties, for 
FRUUXJDWRUV� DQG� FRQYHUWLQJ� HTXLSPHQW� DPRXQWLQJ� WR�଑����������SHU�PRQWh. This agreement was 
terminated effective October 1, 2024. 
 
On August 15, 2023, in relation to the OLSA disclosed in Note 9, the Company entered into a three-
year lease agreement with SCPC starting January 1, 2024, renewable for another year subject to such 
terms and conditions mutually acceptable to the parties, for the rental of 8,000 sqm land including 
building and improvements and box making machine located in Alejal Carmen, Davao Del Norte 
with monthly rental of P5,000,000. 
 
On December 20, 2024, the Company amended the lease agreement dated August 15, 2023 with an 
LQFUHDVH�LQ�PRQWKO\�UHQWDO�UDWH�IURP�଑����������WR�଑����������HIIHFWLYH�EHJLQQLQJ�2FWREHU���������
and expiring on December 31, 2026, all other terms prior to the said amendment remains the same 
as mutually agreed and acceptable to the parties. The lease agreement qualified as lease under PFRS 
16 (see Note 20). 
  
On October, 21, 2023, SMPC entered into a lease and warehousing cost agreement with Golden 
Bales Corporation for the lease and warehousing of certain properties for its plate-making process. 
The contract is for a period of 2 years which will expire on October 2, 2025. The lease agreement 
qualified as lease under PFRS 16 (see Note 27). 

 
f. Advances from customers pertains to advance payments made by related parties for 

purchase of goods. 
 

g. The Company entered into an agreement wherein Steniel Cavite Corporation 
(SCPC) desires to engage the services of Steniel Manufacturing Corporation (SMC) 
WR�PDQDJH�DQG�RSHUDWH�LWV�%XVLQHVV�ZLWK�PDQDJHPHQW�IHH�DPRXQWLQJ�WR�଑�����������
for the year ended December 31, 2024. 

 
h. Compensation of the Group¶V�NH\�PDQDJHPHQW�SHUVRQQHO� LV�FRPSULVHG�RI� VKRUW-

term benefits amounting to P18.03 million, P4.976 million, and P4.263 million, in 
2024, 2023 and 2022�� UHVSHFWLYHO\�� UHFRJQL]HG� DV�SDUW�RI� ³3URIHVVLRQDO� IHHV� DQG�
RXWVLGH�VHUYLFHV´�DFFRXQW�XQGHU�2SHUDWLQJ�H[SHQVHV��1RWH������ 

 
Unless otherwise indicated, amounts due to/from related parties are expected to be 
settled in cash. 
 
The long-WHUP�ORDQ�RI�6&3&�XQGHU�WKH�2/6$�LV�JXDUDQWHHG�E\�WKH�3DUHQW�&RPSDQ\¶V�
major shareholders without any charge (Note 15). 

 
 
  



 
Approved by: ________________ 

Date: ________________ 

NOTE 17 ± SHARE CAPITAL 
 
The share capital of the Group is as follows: 
 
  2024  2023 

  No. of shares 
 Amount in 

Thousand  No. of shares 
 Amount in 

Thousand 
         
$XWKRUL]HG�଑�����SDU�����  2,000,000,000 ଑ 2,000,000  2,000,000,000 ଑ 2,000,000 
         
Subscribed, issued, paid-up          

and outstanding:  1,418,812,081 ଑ 1,418,812  1,418,812,081 ଑ 1,418,812 
 
On July 17, 2019, the BOD and Stockholders of the Parent Company approved the acquisition of shares of SMPC 
through a share swap transaction wherein all shareholders of SMPC will exchange all their shares in SMPC for 
shares of the Parent Company. On the same date, the BOD and Stockholders also approved the conversion of 
loans from Greenkraft and Roxburgh into common shares in STN.  The said approvals were reconfirmed on 
November 19, 2020. 
To accommodate the transactions discussed above, the BOD and Stockholders approved the amendment of the 
AOI to increase the authorized capital stock from ଑1 billion, divided into one billion common shares to ଑2 billion, 
divided into two billion common shares with par value of ଑1 per share. 

 
On December 29, 2020, the SEC approved the increase in authorized capital stock of the Parent Company. On the 
same date, the Parent Company issued 269,250,000 shares to the shareholders of SMPC in exchange for all of 
their shareholdings to the latter. The Parent Company also issued 149,562,081 shares to its lenders effecting the 
debt-to-equity conversion. 

 
Expenses incurred that are directly attributable to the issuance of shares. Net of related tax benefit, amounted to 
଑6.21 million. Such amount was deducted against additional paid-in capital in 2020. 

 
Additional Paid-in Capital  
7KH�3DUHQW�&RPSDQ\¶V�ORDQV�ZHUH�UHVWUXFWXUHG�LQ�2FWREHU������DQG�WKH�������������XQLVVXHG�VKDUHV�DPRXQWLQJ�
to ଑123.82 million were issued to a creditor to settle portion of the loan amounting to ଑247.63 million. The excess 
of the amount settled over the amount of issued shares (଑123.81 million) was recognized as part of additional 
paid-in capital (Note 1). 
 
Earnings (Loss) Per Share 
Basic earnings per common share in centavos for the years ended December 31, is calculated as follows: 

 
  2024  2023  2022 
       
Net income ଑ 100,159 ଑ 81,860 ଑ 28,355 
Divided by weighted average number 

of common shares, in thousands 
 

1,418,812 
 

1,418,812 
 

1,418,812 
       
Basic and diluted earnings(loss) per share ଑ 0.071 ଑ 0.0577 ଑ 0.0200 

 
There are no dilutive shares used in the computation of the earnings per shares, hence, basic earnings per share 
is the same with the dilutive earnings per share. 
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NOTE 18 ± SHARE PREMIUM 
 
The movements of share premium are as follows: 
 

  2024  2023 
     
At January 1 ଑ 408,423 ଑ 408,423 
Share premium on shares issued during the year     

Gross proceeds    -  - 
Direct attributable issuance costs  -  - 

     
End ଑ 408,423 ଑ 408,423 

 
Share premium arises when the amount subscribed is in excess of nominal value. 
 
 
NOTE 19 ± REVENUES 

 
Recognition of each revenue stream is as follows: 
 

Particulars  2024  2023  2022 
       
Products sold at point in time ଑ 3,257,753 ଑ 3,225,431 ଑ 1,716,844 
Services transferred over time  19,395  181,436  488,569 
       
 Total ଑ 3,277,148 ଑ 3,406,867 ଑ 2,205,413 

 
7KH�&RPSDQ\¶V�GLVDJJUHJDWLRQ�RI�HDFK�VRXUFH�RI�SURGXFW�VDOHV�LV�SUHVHQWHG�EHORZ� 
 

Particulars  2024  2023  2022 
       
Local sales  ଑ 2,490,344 ଑ 2,616,679 ଑ 1,037,570 
Indirect export sales  701,302  700,186  675,932 
Sales of scrap  117,991  72,024  40,172 
Sales discount  (51,884)  (163,458)  (36,830) 
       
 Total ଑ 3,257,753 ଑ 3,225,431 ଑ 1,716,844 

 

NOTE 20 ± COST OF SALES AND SERVICES 
 
For the years ended December 31, the account consists of: 
 

Particulars  2024  2023  2022 
       
Cost of sales ଑ 2,730,498 ଑ 2,891,810 ଑ 1,653,233 
Cost of services  6,191  102,070  170,401 
       
 Total ଑ 2,736,689 ଑ 2,993,880 ଑ 1,823,634 
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Cost of Sales 
 
Details of the account as follows: 

 
Cost of Services 
 
Details of the account as follows: 

 
  

  2024  2023  2022 
       
Raw materials, beg ଑ 1,768,884 ଑ 1,729,512 ଑ 549,309 
Add: Purchases  2,789,186  2,548,867  2,630,557 
       
Total raw materials  4,558,070  4,278,379  3,179,866 
Less: Raw materials, end  (2,312,027)  (1,768,884)  (1,729,512) 
       
Raw materials used  2,246,043  2,509,495  1,450,354 
Direct labor  40,918  41,968  15,528 
Factory overhead  466,704  376,609  221,704 
       
Total manufacturing cost  2,753,665  2,928,072  1,687,586 
Add: Work-in-process, beg  33,915  24,573  13,426 
       
Total goods available for manufacturing  2,787,580  2,952,645  1,701,012 
Less: Work-in-process, end  (36,858)  (33,916)  (24,574) 
       
Total goods manufactured  2,750,722  2,918,729  1,676,438 
Add: Finished goods, beg  71,338  44,419  21,214 
       
Total goods available for sale  2,822,060  2,963,148  1,697,652 
Less: Finished goods, end  (91,562)  (71,338)  (44,419) 
       
Total ଑ 2,730,498 ଑ 2,891,810 ଑ 1,653,233 

  2024  2023  2022 
Cost of services:       
Materials used ଑ 2,369 ଑ 31,732 ଑ 39,819 
Indirect labor  1,188  18,159  30,231 
Depreciation and amortization  825  23,142  62,123 
Utilities  568  9,025  5,948 
Salaries, wages and benefits  455  7,978  16,822 
Supplies  445  3,531  2,443 
Repairs and maintenance  139  3,612   
Outside services  82  1,255  4,919 
Warehousing cost  56  695  1,861 
Insurance  27  2,490  5,204 
Fuel and oil  8  111  477 
Rent  6  -  - 
Taxes and licenses  2  40  113 
Others  22  300  441 
       
Total ଑ 6,191 ଑ 102,070 ଑ 170,401 
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Details of factory overhead are as follows: 
 

  2024  2023  2022 

       

Indirect materials used ଑ 186,339 ଑ 112,572 ଑ 36,756 
Depreciation and amortization  112,287  141,717  85,954 
Indirect labor  63,858  43,685  40,614 
Supplies  39,071  18,574  14,964 
Utilities  24,691  15,329  18,197 
Insurance  15,162  13,097  4,804 
Repairs and maintenance  9,712  19,003  11,766 
Outside services  7,319  6,600  4,540 
Warehousing cost  4,997  3,655  3,155 
Fuel and oil  633  585  441 
Rent  188  -  - 
Taxes and licenses  42  212  105 
Others  2,405  1,580  408 
       
Total ଑ 466,704 ଑ 376,609 ଑ 221,704 

 
 
NOTE 21 ± OPERATING EXPENSES 
 
This account consists of the following: 
 

  2024  2023  2022 

       
Salaries, wages and employee benefits ଑ 86,184 ଑ 72,605 ଑ 56,328 
Depreciation  77,133  84,517  84,121 
Delivery expense  67,510  58,330  43,017 
Insurance, taxes and licenses  50,338  46,477  18,041 
Professional fees, outside services 
        and legal fees  36,271 

 
22,255 

 
15,087 

Provision for impairment  29,885  -  12,582 
Utilities  26,638  24,378  16,043 
Fines and penalties  6,293  -  - 
Transportation and travel  4,972  4,706  6,504 
Repairs and maintenance  4,726  2,191  1,687 
Office and Computer supplies  3,571  4,206  2,819 
Listing Fees  1,535  261  250 
Representation and entertainment  1,194  6,906  3,717 
Membership dues  829  -  - 
Publication fees  185  -  - 
Rent  182  -  - 
Reversal of previously recognized  
        inventory write-down  (23,482) 

 
- 

 
3,960 

Miscellaneous  6,909  5,114  3,977 
       
Total ଑ 380,873 ଑ 331,946 ଑ 268,133  
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NOTE 22 ± OTHER INCOME (CHARGES) - NET 
 
This account consists of the following: 
 

  2024  2023  2022 
       
Realized gain/loss on change in 
        foreign exchange rate ଑ 15,725 ଑ 5,624 ଑ (51,432) 
Dividend Income  6,791  5,550  4,759 
Interest income  56  51  38 
Loss due to earthquake  (94)  -  - 
Gain on disposal of investment  -  69,399  - 
Gain on sale of property and equipment  -  -  4,000 
Others  53,897  46,223  5,913 
       
Total ଑ 76,375 ଑ 126,847 ଑ (36,722) 

 
Others include penalties, power charges, starch mark-up, consumers price index, and miscellaneous income from 
disposed materials. 
 
 
NOTE 23 ± INCOME TAXES 
 
On January 5, 2024, Ease of Paying Taxes (EOPT) Act was passed into law. The EOPT Act introduced significant 
DPHQGPHQWV� WR� WKH�1DWLRQDO� ,QWHUQDO�5HYHQXH�&RGH�RI������ �³7KH�&RGH´��ZKLFK�DUH� LQWHQGHG� WR�SURWHFW� DQG�
safeguard taxpayer rights and welfare to modernize tax administration by providing mechanisms that encourage 
easy compliance at the best cost and resources, and to update the tax system and adopt best practices. 
 
The amendments include the following: 

x File and pay anywhere mechanism. Taxes shall be paid either electronically or manually at the time the 
return is filed. 

x Classification of taxpayers into micro, small, medium and large taxpayers. 
x Withholding of tax on income payments only when payable. 
x Imposing value-added tax (VAT) on services, based on gross sales, no longer on gross receipts. 
x VAT invoices are sufficient to substantiate input VAT arising from the purchase at both goods and 

services. 
x 5HPRYDO�RI�³EXVLQHVV�VW\OH´�DV�D�9$7�LQYRLFLQJ�UHTXLUHPHQW� 
x Removal of withholding tax as requirement for deductibility of income payments. 

 
This account consists of the following: 
 

  2024  2023  2022 
       
Current tax expense ଑ 50,024 ଑ 62,320 ଑ 17,059 
Deferred tax expense  (7,851)  (5,896)  (14,424) 
Effect of change in income tax rate ± current  -  -  - 
Effect of change in income tax rate ± deferred  -  -  - 
       
Income tax expense ଑ 42,173 ଑ 56,424 ଑ 2,635 
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The reconciliation of the income tax expense computed at the statutory income tax rates to the income tax expense 
recognized in profit or loss is as follows: 
 

Particulars  2024  2023  2022 
       
Income before income tax ଑ 142,332 ଑ 126,310 ଑ 30,990 
       
Income tax expense (benefit) at statutory 
        tax rate of 25% ଑ 35,583 ଑ 31,578 ଑ 7,748 
Adjustments to income tax resulting from:       
Recognition of NOLCO which was previously  
         unrecognized  (11,499)  -  (3,900) 
Excess of MCIT over RCIT  -  13,843  60 
Movement of unrecognized deferred tax asset  (3,923)  -  (98) 
Dividend income  (1,698)  (1,389)  (1,190) 
Deferred tax on leases  (309)  -  - 
Interest income subjected to final tax  (14)  (12)  (10) 
Gain on disposal of PPE  22,440  -  - 
Nondeductible expenses  1,593  389  25 
Effect of change in income tax rate - current  -  41  - 
Effect of change in income tax rate - deferred  -  -  - 
       
Total ଑ 42,173  ଑ 44,450 ଑ 2,635 

 
The components of deferred tax assets (liabilities) are as follows: 
 

  2024  2023 
Deferred tax assets     
Allowance for ECL ଑ 17,982 ଑ 10,511 
Allowance for inventory obsolescence  834  6,705 
Unrealized forex gain  914  3,873 
Retirement liability  4,292  2,476 
Leases  915  760 
  24,937  24,325 
Deferred tax liability     
Acquisition of subsidiary  (15,331)  (19,745) 
     
Net ଑ 9,606 ଑ 4,580 

 
As at December 31, 2024 and 2023, deferred tax assets have not been recognized in respect of the following 
temporary differences and NOLCO as management believes that it is not probable that sufficient taxable profit 
will be available against which all deferred tax assets may be utilized.   

 
  2024  2023 

Temporary differences:     
Allowance for impairment losses of assets held-for-sale 
      (previously recognized as investment in an associate) ଑ - ଑ 199,958 
Allowance for impairment of receivables  35,480  35,480 
Allowance for impairment losses of advances to suppliers  1,843  1,843 

  37,323  237,281 
MCIT  -  3,923 
NOLCO  -  45,995 
     
 ଑ 37,323 ଑ 287,199 

 
The Group has NOLCO amounting to nil and ଑45.995 million as at December 31, 2024 and 2023, 
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respectively, which can be carried forward as deduction against future taxable income as follows: 
 

Year Incurred  Amount  Expired/ Applied  Balance  Date of Expiry 
         

2023 ଑ 45,995 ଑ 45,995 ଑ -  2026 
 
 
NOTE 24 ± RETIREMENT LIABILITY 
 
The SMPC maintains a non-FRQWULEXWRU\��GHILQHG�EHQHILW�SHQVLRQ�SODQ��WKH�³3ODQ´��FRYHULQJ�VXEVWDQWLDOO\�DOO�RI�
its regular employees. Under the provisions of the Plan, the normal retirement age is 60, employees, upon reaching 
retirement age with at least 5 years of service, can avail of early retirement. Employees covered have a vested 
right to a certain percentage of retirement benefits after completion of at least 5 years of service. 

 
Contributions and costs are determined in accordance with the actuarial studies made for the Plan.  Annual cost 
is determined using the projected unit credit method. The SMPC¶V�ODWHVW�DFWXDULDO�YDOXDWLRQ�GDWH�LV�DV�DW�'HFHPEHU�
31, 2022. Valuations are obtained on a periodic basis. 
 
Under the existing regulatory framework, Republic Act 7641 requires a provision for retirement pay to qualified 
private sector employees in the absence of any retirement plan in the entity, provided however that the employee's 
retirement benefits under any collective bargaining and other agreements shall not be less than those provided 
under the law. The law does not require minimum funding of the plan.  
 
The reconciliation of the present value of defined benefit obligation and the fair value of the plan assets to the 
recognized liability presented as "Retirement benefits liability - net" in the statements of financial position is as 
follows: 
 

Particulars  2024  2023 
     
Present value of defined benefit obligation ଑ 21,204  13,940 
Fair value of plan assets  -  - 
     
(Asset) / liability to be recognized  ଑ 21,204  13,940 

 
Net plan costs for the year are as follows: 
 

Particulars  2024  2023 
     
Current service cost ଑ 1,982 ଑ 3,325 
Net interest cost  1,001  711 
     
Net plan cost to be recognized on profit or loss  2,983  4,036 
     
Actuarial (gain) loss ± Obligation  4,390  - 
Remeasurement gain (loss) ± Plan assets  -  - 
     
Actuarial (gain) loss to be recognized 
         on other comprehensive income  4,390  - 
     
Net plan cost to be recognized on total 
       comprehensive income ଑ 2,983 ଑ 4,036 
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Changes in the present value of the defined benefit obligation are as follows: 
 

Particulars  2024  2023 
     
At beginning of the year ଑ 13,940 ଑ 9,904 
Interest cost  1,001  711 
Current service cost  1,982  3,325 
Benefits paid  (108)  - 
Actuarial (gain) loss   4,390  - 
     
At end of the year ଑ 21,204 ଑ 13,940 

 
Changes in the fair value of plan assets are as follows: 
 

Particulars  2024  2023 
     
At beginning of the year ଑ - ଑ - 
Interest income  -  - 
Contributions  -  - 
Benefits paid  -  - 
Remeasurement gain (loss) ± Return on plan assets  -  - 
     
At end of the year ଑ - ଑ - 

 
Movement in the net retirement benefits liability recognized in the statement of financial position are as follows: 
 

Particulars  2024  2023 
     
Net Liability (Assets) recognized at the beginning of year ଑ 13,940 ଑ 9,904 
Total retirement expense (income)   2,983  4,036 
Total amount recognized in OCI   4,390  - 
Benefits paid  (108)   
     
Liability (asset) recognized at the end of the year   ଑ 21,204 ଑ 13,940 

 
The principal assumptions used in determining retirement benefit obligations as of December 31, for the 
Company's plan are as shown below: 
 

  2024  2023 
     

Discount rate   6.10%  7.18% 
Rate of increase in compensation   8.00%  8.00% 

 
The mortality and the disability rates used in the valuation were the 1994 Group Annuity Table and the 1952 
Disability Table, respectively. 
 
As at December 31, 2023 and 2022, the weighted average duration of the defined benefit obligation is 18 years. 
 
Sensitivity Analysis on Actuarial Assumptions 
 
Reasonably possible changes at the reporting date to one of the relevant actuarial assumptions, holding other 
assumptions constant, would have affected the DBO by  the amounts shown below: 
 

  2024  2023 
     
2024     
Discount rates  +100 basis points  

-100 basis points  
+100 basis points  

-100 basis points 
Future salary increases  +1.00%  +1.00% 
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2023     
Discount rates  +100 basis points 

-100 basis points  
+100 basis points 
-100 basis points 

Future salary increases  +1 .000/0  +1 .000/0 
 
Although analysis does not take account of the full distribution of cash flows expected under the plan, it does 
provide an approximation of the sensitivity of the assumption shown. 
 
Maturity analysis of the benefit payments is shown below: 
 

  
Carrying 
amount  

Contractual 
Cashflows  

Less than 
1 year  

Within 1 to 
5years  

More than 
5 years 

           
2024           
Defined benefit obligation ଑ 13,940 ଑ 253,295 ଑ 273 ଑ 5,031 ଑ 247,991 
           
2023           
Defined benefit obligation ଑ 9,904 ଑ 185,124 ଑ 143 ଑ 1,532 ଑ 183,449 
 
The retirement benefits cost recognized as part of "Salaries, wages and other employee benefits" in the statements 
of comprehensive income are recognized as follows: 
 

Particulars  2024  2023 
     
Cost of sales and services ଑ 2,926 ଑ 2,926 
Operating expenses  57  1,109 
     
Total ଑ 2,983 ଑ 4,035 

 
Funding Arrangements 
The Group is not required to pre-fund the future defined benefits payable under the Plan before they become due. 
For this reason, the amount and timing of contributions to the Retirement Fund are at the Group's discretion. 
However, in the event a benefit claim arises and the Retirement Fund is insufficient to pay the claim, the shortfall 
will then be due and payable from the Group to the Retirement Fund. 
 
 
NOTE 25 ± RESTATEMENT OF FINANCIAL STATEMENTS 
 
In 2023�� WKH� *URXS¶V� consolidated financial statements were restated to incorporate a revision related to the 
previously disposed cost of an investment acquired from SCPC. This adjustment was necessitated by the 
completion of the dación en pago process in 2023 (refer to Note 1), resulting in a reduction of the gain on disposal, 
QHW�RI�WD[��DPRXQWLQJ�WR�଑�������PLOOLRQ��$GGLWLRQDOO\��DQ�DGMXVWPHQW�RI�଑4.625 million was recognized on the 
cost of equity instruments, arising from discrepancies identified on the cost of disposed investments in the previous 
year. 
 

Particulars  

Balance as of 
December 31, 

2023  Adjustments  

Adjusted 
Balance as of 
December 31, 

2023 
       
Parent 
Statements of Financial Position: 

Prepaid expenses and other current assets (Note 7) ଑ 20 ଑ 8,764 ଑ 8,784 
,QYHVWPHQW�LQ�HTXLW\�VHFXULWLHV��1RWH����  62,016  (1,098)  60,918 
Due to related parties (Note 13)  127,148  47,896  175,044 
Income tax payable  3,210  (3,210)  - 
Deficit (Note 12)  (1,422,906)  (37,020)  (1,459,926) 
       

Statements of Comprehensive Income:       
Other income (Note 14)  221,431  (47,896)  173,535 
Income tax expense (Note 16)  52,514  (11,974)  40,540 
Other comprehensive income (Note 10)  14,560  (1,098)  13,461 
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Subsidiary 
Statements of Financial Position:       

Due from related party (Note 13)  121,891  47,896  169,787 
Asset held-for-sale (Note 8)  47,896  (47,896)  - 
Investment in equity instruments (Note 10)  73,212  5,724  78,936 
Retained earnings (Note 14)  208,171  5,724  213,895 

 
Statements of Comprehensive Income:  

 
 

 
 

 

Other comprehensive income (Note 10)  4,396  5,724  10,120 
       
Effect to consolidated financial statements     
     
Deficit ଑ (942,459) ଑ (31,297) ଑ (973,756) 
       
Other comprehensive income ଑ 18,956 ଑ 4,625 ଑ 23,581 
 
 
NOTE 26 ± SIGNIFICANT AGREEMENTS 
 
Tolling Agreements  

 
The SMPC has tolling agreements with certain customers wherein these customers will provide paper rolls for the 
SMPC to process or manufacture into corrugated fiber board boxes at a guaranteed volume subject to the 
production frequency and specifications to be agreed by both parties. For the services provided, the SMPC will 
UHFHLYH�WROOLQJ�IHHV�ZKLFK�DUH�UHFRUGHG�DV�³6HUYLFH�LQFRPH´�DFFRXQW�LQ�WKH�VWDWHPHQW�RI�FRPSUHKensive income. 
 
7ROOLQJ�IHHV�DPRXQWHG�WR�଑19.39 million DQG�଑181.4 million in 2024 and 2023, respectively (see Note 14). 

 
Lease Agreements  

 
The Company has existing lease agreements covering its office space, warehouses, machinery and equipment and 
other facilities which are presently used in Davao City for periods ranging from one (1) to ten (10) years, and a 
sales office and warehouse in General Santos City for a period of five (5) to ten (10) years, renewable under terms 
and conditions to be agreed upon by both parties. 
 
In 2023 and 2022, the Group entered into new lease agreements for lease for land, office space, machinery, and 
equipment. Details of the lease agreements are as follows: 
 

a. The Group leases warehouse stall from BTY and Sons Development Corporation with floor area of 1000 
sqm located at BTY Compound, National Highway, General Santos City. The lease commenced on 
January 1, 2021 and expiring on December 31, 2028. Based on the terms of agreement, rental rates is 
subject to 10% increase per annum and is required to pay security deposit upon execution of the contract 
with the amount of P660,225. 
 

b. The Group entered into lease agreement with Jasmine Banana, Inc for the land with a total land area of 
18,510 sqm situated at the National Highway, Bunawan District, Davao City for a period of five (5) 
years, starting from January 1, 2021 and will expire on December 31, 2025. Rental rate for the leased 
premises is subject to 2.5% increase per annum. The continued use of the leased premises by the lessee 
upon expiration of the contract without written notice or renewal is allowed by the lessor, noting that this 
contract will be automatically renewed for one (1) year under the same terms and conditions. 
 

c. The Group leases 133.50 sqm of laboratory space located at Km. 14, After Panacan Sub-Station, Panacan, 
Davao City. The term of lease cover two (2) years, starting on October 21, 2021 and will expire on 
October 30, 2023 which is the parties renewed for another two (2) years, starting October 21, 2023 to 
October 20, 2025. The rental shall be payable within the first five (5) days of the month with the rate of 
P33.857 subject to 5% increase per annum. 

 
Security deposits paid by the Group as required under the terms and covering lease agreements amounted to 
଑17.68 million DQG�଑13.10 million as at December 31, 2024 and 2023, respectively, which were recognized under 
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"Prepaid expenses and other current assets" (see Note 8) and "Refundable security deposits" accounts in the 
statements of financial position.  
 
Roll-forward of ROU assets related to the land and building are as follows: 
 

Particulars  2024  2023 
Cost     
Beginning balance ଑ 104,992 ଑ 104,546 
Additions  1,841  446 
Disposals  (63,184)  - 
Adjustment (reclassification)    - 
     
Ending balance  43,649  104,992 
     
Accumulated depreciation     
Beginning balance  85,683  79,676 
Depreciation   8,280  71,021 
Disposals  (63,184)  (65,013) 
Adjustment (reclassification)  -  - 
     
Ending balance  30,779  85,683 
     
Total ଑ 12,870 ଑ 19,308 

 
Roll-forward in lease liabilities as follows: 
 

Particulars  2024  2023 
     
Beginning balance ଑ 22,215 ଑ 27,553 
Additions  1,841  - 
Interest expense on lease liabilities  1,186  3,608 
Changes from financing cash flows:     
   Payment of principal  (8,898)  (5,338) 
   Payment of interest  (1,186)  (3,608) 
     
Ending balances ଑ 15,158 ଑ 22,215 

 
The following table sets out a maturity analysis of lease payments, showing undiscounted and discounted lease 
payments to be received after the reporting date: 
 

  2024 

Particulars  Minimum 
lease payable  Interest  Present value 

of MLP 
       
Within one year ଑ 12,135 ଑ 677 ଑ 12,812 
Between one to five years  1,836  510  2,346 
More than five years  -  -  - 
       
Ending balances ଑ 13,971 ଑ 1,187 ଑ 15,158 
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  2023 

Particulars  Minimum 
lease payable  Interest  Present value 

of MLP 
       
Within one year ଑ 10,487 ଑ 1,084 ଑ 9,403 
Between one to five years  15,336  2,524  12,812 
More than five years  -  -  - 
       
Ending balances ଑ 25,823 ଑ 3,608 ଑ 22,215 

 
Amounts recognized in profit or loss are as follows: 
 

Particulars  2024  2023 
     
Interest on lease liabilities ଑ 1,187 ଑ 3,608 
Depreciation on ROU assets  93,963  71,020 
     
Total ଑ 95,150 ଑ 74,628 

 
7RWDO�FDVK�RXWIORZV�IRU�OHDVHV�DPRXQWHG�WR�଑�������DQG�଑�������LQ������DQG�������UHVSHFWLYHO\�� 
 
Asset Sale Agreement 

 
In May 2021 and August 2021, SCPC, SMPC and certain affiliates executed Asset Sale Agreement (ASA) with 
DPI, which was amended in December 2021. The asset sale agreement covered the purchase of parcels of land, 
machinery and equipment, motor vehicles, other assets and shared assets used in the Stanfilco Plants and Dolefil 
Box and Printing Plants. In the agreement. The SCPC will acquire Stanfilco Box Plant and Stanfilco machinery 
and equipment. SMPC will enter into long term supply agreement with DPI, and other affiliates will acquire other 
target assets listed in Schedule 2 of the ASA. 

 
The SCPC has committed to purchase the allocated target assets with total purchase price of USD 9,383,761. As 
at November 29, 2022, the SCPC has completed the purchase of buildings and improvements, and machineries 
and equipment amounting to P484.038 million (inclusive of taxes). 
 
The assets acquired is not a business, and does not qualify to be accounted for under PFRS 3 Business 
Combination wherein the neither liabilities were assumed (acquisition of net assets), nor does not obtain shared 
control over the acquired assets (acquisition of equity shares) by the Group. Further, none of the business inputs, 
processes and outputs of the latter were resumed nor acquired. Hence, the Group accounted the transaction as an 
asset acquisition in accordance with the PAS 16 Property plant and equipment. 
 
Long-term Supply Agreement 

 
In August 2021, the Company executed Asset Sale Agreement with Dole Philippines, Inc. (doing business under 
the name and style of among other, Dole Philippines and Dole Stanfilco) (DPI), which was amended in December 
2021. The asset sale agreement covered parcels of land, machinery and equipment, motor vehicles, other assets 
and shared assets used in the Stanfilco Plants and Dolefil Box and Printing Plants. In the agreement, the assets 
will be acquired by SCPC and other affiliates while the Company will enter into long term supply agreement with 
DPI. 
 
In January 2022, in relation to the Asset Sale Agreement, the Company entered into a long-term supply agreement 
with DPI to supply boxes, packaging materials, including parts thereof such as cartons, dividers, pods, lids, joints, 
walls, slots, panels, labels and other printed materials, made of paper, kraft, corrugated boxes and other paper 
related products. The long-term supply agreement has a term of nine years and six months beginning from August 
24, 2022 until February 23, 2032. The agreement can be renewed subject to discussion of the parties. 
 
The transition initiated on February 24, 2022, taking over operations under a tolling arrangement for six months. 
This period was extended to aid DPI in depleting its substantial inventory of paper rolls. Despite the extension, 
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DPI continued to hold a considerable inventory, leading to an agreement with the Company to further extend the 
tolling arrangement until depletion or reaching an acceptable inventory level, albeit with liquidation fees 
considerations. 



GBM

GBM



GBM

GBM



 

 

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
INDEX TO THE CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTAL 

SCHEDULES 
DECEMBER 31, 2024 and 2023 

     
I SUPPLEMENTAL SCHEDULES REQUIRED BY REVISED SRC 

RULE 68 ANNEX 68-J   
     
 A FINANCIAL ASSETS  Attached 

 B 

AMOUNTS RECEIVABLES FROM DIRECTORS OFFICERS, 
EMPLOYEES, RELATED PARTIES AND PRINCIPAL 
STOCKHOLDERS (OTHER THAN RELATED PARTIES)  Attached 

 C 

AMOUNTS RECEIVABLES AND PAYABLE FROM/TO 
RELATED PARTIES WHICH ARE ELIMINATED DURING 
CONSOLIDATION PROCESS OF FINANCIAL STATEMENTS  Attached 

 D LONG-TERM DEBT  Attached 

 E 
INDEBTEDNESS TO RELATED PARTIES (LONG-TERM 
LOANS FROM RELATED PARTIES)  Not applicable 

 F GUARANTEES OF SECURITIES OF OTHER ISSUERS  Not applicable 

 G CAPITAL STOCK  Attached 

     

II  
Reconciliation of retained earnings available for dividend 
declaration  Attached 

III  Map of group of companies  Attached 

IV  
Financial Soundness Indicators as required by Revised SRC 
Rule 68 Annex 68-E  Attached 
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RECONCILIATION OF RETAINED EARNINGS 
AVAILABLE FOR DIVIDEND DECLARATION 

AS REQUIRED BY REVISED SRC RULE 68 ANNEX 68-D 
AS AT DECEMBER 31, 2024 

(Amount in Thousands) 
  

STENIEL MANUFACTURING CORPORATION 
Gateway Business Park, Brgy. Javalera, 

General Trias, Cavite, Philippines 
  

  
Unappropriated Retained Earnings (Deficit), as adjusted to 
     available for dividend distribution, beginning* (P1,465,215) 
Net income actually earned during the period  
Net loss during the period closed to Retained Earnings (Deficit) 14,058 
Unappropriated Retained Earnings (Deficit) available for dividend  
      declaration, ending** (P1,451,157) 
  
*According to Section 5 of SEC Memorandum Circular No.11 (Series of 2008), a corporation cannot 
declare dividends when it has zero or negative Retained Earnings (otherwise known as Deficit). 
**Pursuant to the Restated and Amended Omnibus Agreement signed by the Company (as borrower) and 
lenders/creditor in October 2010, the Company is prohibited from declaring dividends to its owners until 
full payment of all amounts payable, unless consented in writing by the lenders/creditors. 
 
 
  



 

 

STENIEL MANUFACTURING CORPORATION 
AND SUBSIDIARIES 

 
MAP OF CONGLOMERATE 

 
 
 
 
 
 
 
 
 
 

SUBSIDIARIES 
 
 
  

STENIEL MANUFACTURING 
CORPORATION 

(Parent, a holding company listed in PSE) 

STENIEL CAVITE 
PACKAGING CORPORATION 

(100%)* 

STENIEL MINDANAO 
PACKAGING CORPORATION 

(100%)** 

*Treasure Packaging Corporation is a wholly-owned subsidiary of Steniel Manufacturing Corporation (STN) which was merged 
with Steniel Cavite Packaging Corporation effective May 30, 2018. 
**Steniel Mindanao Packaging Corporation was acquired by STN on December 29, 2020 



 

 

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
Gateway Business Park, 

Brgy. Javalera, General Trias, Cavite, Philippines 
SCHEDULE OF FINANCIAL SOUNDNESS INDICATORS 

    
    

Ratio Formula 
As of 

December 31, 
2024 

As of 
December 
31, 2023 

(As restated) 
    

Liquidity:    

Current Ratio Current Assets 
1.11 1.14  Current Liabilities 

    

Solvency:    

Debt to Equity Ratio  Total Liabilities (Current + 
Noncurrent) 3.82 3.91 

 Equity 
    

Asset to Equity Ratio Total Assets (Current + 
Noncurrent) 4.82 4.91 

 Equity 
    

Profitability: 
Net Income Attributable to 

Equity Holders of the Parent 
Company 

4% 40% Return on Average  
Equity Attributable to  
Equity Holders of the  
Parent Company 

Average Equity Attributable to 
Equity Holders of the Parent 

Company 
    

  
For the year 

ended 
December 31, 

2024 

For the year 
ended 

December 
31, 2023 

Operating Efficiency:    

Operating Margin 
Income from Operating Activities 

5% 2% 
Net Sales 

    

Return on Equity Net Income 
10% 10%  Equity 

    

Return on Assets Net Income 
2% 2%  Total Assets 

 
 
 



 

STENIEL MANUFACTURING CORPORATION AND ITS SUBSIDIARIES 
SUPPLEMENTARY SCHEDULE OF EXTERNAL AUDITOR 
FEE-RELATED INFORMATION 
'HFHPEHU��������� 

 

 

Audit and Non-Audit Fees (Parent)  2024  2023 
Audit Fees (Section 2.1a)  ଑ 1,000,000 ଑ 1,000,000 
Non-audit services fees:     
        Other assurance services  -  - 
        Tax services  -  - 
        All other services  -  - 
Total Non-audit Fees   -  - 
Total Audit and Non-Audit Fees (Parent) ଑ 1,000,000 ଑ 1,000,000 

 
 

Audit and non-audit fees (Subsidiaries)     
Other related entities   2024  2023 
Audit fees ଑ 1,000,000 ଑ 1,000,000 
Non-audit service fees:     
        Other assurance services  -  - 
        Tax services  -  - 
        All other services  -  - 
Total Non-audit Fees  -  - 
Total Audit and Non-audit fees (Subsidiaries) ଑ 1,000,000 ଑ 1,000,000 
     
Total  2,000,000  2,000,000 
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S T E N I E L M A N U F A C T U R I N G
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B R G Y . J A V A L E R A , G E N E R A L T R I A S ,

C A V I T E

A A F S

          2: All Boxes must be properly and completely filled up. Failure to do so shall cause delay inupdating the corporation's records with the Commisssion and/or non-
receipt of Notice of Deficiencies. Further, non-receipt of Notice of Deficiencies shall not excuse the corporation from liability for its deficiencies.

Gateway Business Park, Brgy. Javalera, General Trias, Cavite

CONTACT PERSON's ADDRESS

0918-911-09198361-9061elizmacuray@yahoo.comELIZA C. MACURAY

NOTE 1 : In case of death, resignation or cessation of office of the officer designated as contact person, such incident shall be reported to the Commission within thirthy 
(30) days from the occurance thereof with information and complete contact details of the new contact person designated.  

PRINCIPAL OFFICE (No. Street/ Barangay/ City / Town / Province)

C O V E R   S H E E T
for

AUDITED  FINANCIAL  STATEMENTS

SEC Registration Number

C O M P A N Y  N A M E

Form Type Department requiring the report Secondary License Type, If Applicable

C O M P A N Y    I N F O R M A T I O N

Company's email Address Company's Telephone Number Mobile Number

N/A 8361-9061

No. of Stockholders Annual Meeting (Month / Day) Fiscal Year (Month / Day)

3,624 Any Day in May December 31

CONTACT PERSON INFORMATION

The designated contact person MUST  be an Officer of the Corporation
Name of Contact Person Email Address Telephone Number/s Mobile Number



STENIEL MANUFACTURING CORPORATION
Gateway Business Park, Brgy. Javalera, Gen. Trias, Cavite

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The Management of STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES (the

'Group") is responsible for the preparation and fair presentation ofthe financial statements including
the schedules attached therein, for the years ended December 31, 2023 and 2022, in accordance with
the prescribed financial reporting framework indicated therein. and for such internal conlrol as

management determines is necessary to enable the preparation offinancial statements that are free from
lnaterial misstatement. whether due to fraud or error.

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

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

The Board of Directors reviews and approves lhe financial statements including the schedules attached
therein, and submils the same to the stockholders.

Valdes, Abad & Company, CPAs, and RG. Manabat & Co., independent auditors, appointed by the
stockholders for the years ended December 3 l, 2023 and 2022, respectively, has exarnined the financial
statements of the Group in accordance with Philippine Standards on Auditing. and in its report to the

has expressed its opinion on the 6f presentation upon completion of such

Eliza C. tay
Chairman & President reasurer/Chief Financial Officer
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ASSETS Note 2023 2022

CURRENT ASSETS
Cash 7 113,041        49,609          
Receivables - net 8 852,708        861,271        
Inventories - net 9 2,040,582     1,888,460     
Prepayments and other current assets 10 267,941        197,394        
Assets held for sale 11 47,896          120,600        

Total Current Assets 3,322,168     3,117,334     

NON-CURRENT ASSETS
Property, plant and equipment - net 12 775,385        873,317        
Investment in equity securities 13 135,229        99,089          
Right-of-use asset - net 26 19,308          24,870          
Deferred tax assets 24 4,580            -                
Other assets 14 1,737            3,619            

Total Non-Current Assets 936,239        1,000,895     

TOTAL ASSETS 4,258,407     4,118,229     

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Trade and other payables 15 1,869,811     2,037,233     
Loans payable - net of non-current portion 16 942,134        723,388        
Due to related parties 17 47,883          59,620          
Lease liability - net of non-current portion 26 9,403            6,677            
Income tax payable 3,210            -                

Total Current Liabilities 2,872,441     2,826,918     

NON-CURRENT LIABILITIES
Loans payable 16 468,231        504,970        
Lease liability 26 12,812          20,876          
Retirement liability 25 13,940          9,904            
Deferred tax liabilities 24 -                1,316            

Total Non-Current Liabilities 494,983        537,066        

EQUITY
Share capital 18 1,418,812     1,418,812     
Additional paid-in capital 19 408,423        408,423        
Reserve for retirement liability 25 204               204               
Unrealized gain on available for sale financial assets 13 6,003            (3,346)           
Deficit (942,459)       (1,069,848)   

Total Equity 890,983        754,245        

TOTAL LIABILITIES AND EQUITY 4,258,407     4,118,229     

See accompanying Notes to the Consolidated Financial Statements

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(Amounts in Philippine Thousand Peso)

(With Comparative Figures as of December 31, 2022)

December 31,



For the Years Ended December 31, Note 2023 2022 2021

REVENUE 20
Sales 3,309,422     1,716,844     1,231,289     
Service income 97,445          483,186        45,216          
Rent income -                5,383            -                

Total Revenue 3,406,867     2,205,413     1,276,505     

COST OF SALES AND SERVICES 21 2,956,394     1,823,634     1,139,845     

GROSS PROFIT 450,473        381,779        136,660        

OPERATING EXPENSES 22 369,432        268,133        115,079        

FINANCE CHARGES, NET 81,578          45,933          14,814          

OTHER INCOME (LOSSES) - NET 23 174,743        (36,723)         12,184          

NET INCOME BEFORE TAX 174,206        30,990          18,951          

INCOME TAX EXPENSE 24 56,424          2,635            984               

NET INCOME 117,782        28,355          17,967          

OTHER COMPREHENSIVE INCOME
Unrealized gain (loss) on financial assets at FVOCI 13 18,956          (4,382)           23,996          
Unrealized gain (loss) on defined benefit obligation -                (1,343)           1,639            
Income tax expense (benefit) -                336               (410)              
Effect of changes in income tax rate -                -                (18)                

TOTAL COMPREHENSIVE INCOME 136,738        22,966          43,174          

BASIC AND DILUTED EARNINGS PER SHARE 0.0830          0.0200          0.0127          

See accompanying Notes to the Consolidated Financial Statements

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Amounts in Philippine Thousand Peso, Except for Basic and Diluted Earnings Per Share )

(With Comparative Figures as for the years ended December 31, 2022 and 2021)



Note 2023 2022 2021

SHARE CAPITAL
Balance at beginning and end of year 18 1,418,812     1,418,812     1,418,812     

ADDITIONAL PAID-IN CAPITAL
Balance at beginning and end of year 19 408,423        408,423        408,423        

NET UNREALIZED GAIN ON
INVESTMENT IN EQUITY INSTRUMENTS 13
Balance at beginning of year (3,346)           10,646          (10,330)         
Realized gain (loss) from fair valuation, net 18,956          (4,382)           23,996          
Transfer of fair value reserve of equity instrument held at FVOCI (9,607)           (9,610)           (3,020)           
Balance at beginning and end of year 6,003            (3,346)           10,646          

RESERVE FOR RETIREMENT BENEFITS LIABILITY 25
Balance at beginning of year 204               1,211            -                
Remeasurement gain (loss), net -                (1,007)           1,211            
Balance at beginning and end of year 204               204               1,211            

DEFICIT
Balance at beginning of year (1,069,848)   (1,107,813)   (1,128,800)   
Transfer of fair value reserve of equity instrument held at FVOCI 13 9,607            9,610            3,020            
Net income for the year 117,782        28,355          17,967          
Balance at end of year (942,459)       (1,069,848)   (1,107,813)   

TOTAL EQUITY 890,983        754,245        731,279        

See accompanying Notes to the Consolidated Financial Statements -                -                -                

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(Amounts in Philippine Thousand Peso)

(With Comparative Figures as of December 31, 2022)

December 31,



For the Years Ended December 31, Note 2023 2022 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Income before tax 174,206        30,990          18,951          
Adjustment for:

Dividend income 23 (5,550)           (4,759)           (5,715)           
Interest income 23 (51)                (38)                (25)                
Interest expense 16, 17 77,970          41,711          12,239          
Interest on lease 26 3,608            4,223            2,575            
Depreciation 12 249,378        232,198        122,442        
Retirement expense 25 4,036            1,360            1,450            
Provision (Reversal) for inventory obsolescence 9 -                3,960            (15,388)         
Gain on disposal of invesment 16 (117,295)       -                -                
Gain on sale of property and equipment 12 -                (4,000)           -                
Unrealized foreign exchange (gain) loss 21 -                (65,901)         1,009            
Provision for expected credit losses 8 -                12,582          20,814          

Operating income before changes in working capital 386,302        252,326        158,352        
Decrease (increase) in:

Receivables, net 8,563            (449,067)       (109,144)       
Inventories, net (152,122)       (1,249,744)   38,722          
Prepayments and other current asset (129,657)       (81,507)         (31,285)         

Increase (decrease) in:
Trade and other payables (167,422)       1,465,449     90,135          

Cash generated from (used for) operations (54,336)         (62,543)         146,780        
Dividend received 23 5,550            4,759            5,715            
Interest received 7 51                 38                 25                 
Interest paid (77,970)         (41,711)         (12,239)         
Benefits paid 25 -                (184)              (284)              

Net Cash from Operating Activities (126,705)       (99,641)         139,997        

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of properties and equipment 12 (80,426)         (514,561)       (168,707)       
Proceeds from properties and equipment 12 -                30,000          -                
Additions of investments in equity securities 13 (86,605)         (26,830)         (15,826)         
Proceeds from investments in equity securities 13 69,421          29,071          17,951          
Decrease in other non-current assets 14 1,882            5,709            5,942            
Net Cash from Investing Activities (95,728)         (476,611)       (160,640)       

CASH FLOWS FROM FINANCING ACTIVITIES
Availment of loan 16 3,732,865     1,558,111     769,139        
Payment of loan 16 (3,360,858)   (916,000)       (654,247)       
Payment of finance lease liability 26 (70,797)         (69,878)         (8,583)           
Interest paid on leases 26 (3,608)           (4,223)           (2,575)           
Decrease in amounts owed to related parties 17 (11,737)         (8,002)           (61,012)         
Net Cash from Financing Activities 285,865        560,008        42,722          

NET INCREASE (DECREASE) IN CASH 63,432          (16,244)         22,079          

CASH, BEGINNING 7 49,609          65,853          43,774          

CASH, END 7 113,041        49,609          65,853          

See accompanying Notes to the Consolidated Financial Statements

(Amounts in Philippine Thousand Peso)

(With Comparative Figures as for the years ended December 31, 2022 and 2021)

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASHFLOWS
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'HFHPEHU����������������DQG������

�$PRXQWV�LQ�3KLOLSSLQH�7KRXVDQG�3HVR��8QOHVV�2WKHUZLVH�,QGLFDWHG��
�:LWK�&RPSDUDWLYH�)LJXUHV�DV�RI�'HFHPEHU�����������

�
�
127(���±�*(1(5$/�,1)250$7,21�
�
6WHQLHO�0DQXIDFWXULQJ�&RUSRUDWLRQ� �671�RU� WKH�³3DUHQW�&RPSDQ\´��ZDV� LQFRUSRUDWHG�DQG� UHJLVWHUHG�ZLWK� WKH�
3KLOLSSLQH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ� �6(&��RQ�6HSWHPEHU�����������7KH�3DUHQW�&RPSDQ\�DQG� LWV�
VXEVLGLDULHV��WKH�³*URXS�´�DUH�HQJDJHG�LQ�WKH�PDQXIDFWXULQJ��SURFHVVLQJ��DQG�VHOOLQJ�RI�DOO�NLQGV�RI�SDSHU�SURGXFWV��
SDSHU�ERDUG�DQG�FRUUXJDWHG�FDUWRQ�FRQWDLQHUV��DQG�DOO�RWKHU�DOOLHG�SURGXFWV�DQG�SURFHVVHV��7KH�3DUHQW�&RPSDQ\�
LV�OLVWHG�LQ�WKH�3KLOLSSLQH�6WRFN�([FKDQJH�,QF���36(���
�
2Q� 6HSWHPEHU� ���� ������ WKH� 6(&� DSSURYHG� WKH� $PHQGHG�$UWLFOHV� RI� ,QFRUSRUDWLRQ� RI� WKH� 3DUHQW� &RPSDQ\��
H[WHQGLQJ� WKH� FRUSRUDWH� OLIH� IRU� DQRWKHU����\HDUV� IURP�6HSWHPEHU�����������:LWK� WKH�SDVVDJH� RI� WKH�5HYLVHG�
&RUSRUDWLRQ�&RGH�RI�WKH�3KLOLSSLQHV��³5&&´���WKH�&RPSDQ\�QRZ�KDV�SHUSHWXDO�H[LVWHQFH��
�
)ROORZLQJ�D�GHFLVLRQ�PDGH�E\�WKH�&RPSDQ\¶V�%RDUG�RI�'LUHFWRUV��%2'��LQ������WR�UHRUJDQL]H�WKH�*URXS�� WKH�
3DUHQW�&RPSDQ\�FHDVHG�PDQXIDFWXULQJ�RSHUDWLRQV�LQ�-XQH������GXH�WR�FRQWLQXLQJ�EXVLQHVV�ORVVHV��$V�D�UHVXOW��
UHRUJDQL]DWLRQ�RI� WKH�*URXS�ZDV�FDUULHG�RXW�DQG�FRPSOHWHG�ZLWK�WKH�3DUHQW�&RPSDQ\¶V�SULQFLSDO�DFWLYLW\�QRZ�
OLPLWHG�WR�KROGLQJ�RI�LQYHVWPHQWV��
�
3ULRU� WR�������6WHQLHO� �1HWKHUODQGV��+ROGLQJV�%�9�� �³61+%9´��� D�FRPSDQ\� LQFRUSRUDWHG� LQ�$PVWHUGDP��7KH�
1HWKHUODQGV�� RZQHG� ��������� RI� WKH� VKDUHV� RI� WKH� &RPSDQ\�� � 61+%9� ZDV� WKHQ� �����RZQHG� E\� 6WHQLHO�
�%HOJLXP��+ROGLQJV�19��³6WHQLHO�%HOJLXP´���� �,Q�������6WHQLHO�%HOJLXP�VROG�LWV�VKDUHV�LQ�61+%9�WR�FHUWDLQ�
GLUHFWRUV�DQG�RIILFHUV�RI�WKH�&RPSDQ\���:LWK�WKH�VDOH�RI�VKDUHV��61+%9�EHFDPH�WKH�XOWLPDWH�SDUHQW�FRPSDQ\��
�
&RQVHTXHQW� WR� WKH�UHVWUXFWXULQJ�RI� WKH� ORDQ� LQ������� UHPDLQLQJ�XQLVVXHG�FDSLWDO� VWRFN�RI� WKH�3DUHQW�&RPSDQ\�
WRWDOLQJ� ����� �������� VKDUHV� ZHUH� LVVXHG� WR� 5R[EXUJK� ,QYHVWPHQW� /LPLWHG� �5R[EXUJK�� WR� UHGXFH� WKH� 3DUHQW�
&RPSDQ\¶V�RXWVWDQGLQJ�GHEWV��1RWHV����DQG������7KH�LVVXDQFH�RI�VKDUHV�UHVXOWHG�WR�UHFRJQLWLRQ�RI�DGGLWLRQDO�SDLG�
LQ�FDSLWDO��$V�D�UHVXOW��5R[EXUJK�RZQV����������RI�WKH�3DUHQW�&RPSDQ\��ZKLOH�WKH�RZQHUVKLS�RI�61+%9�DV�ZHOO�
DV�WKH�SXEOLF�KDYH�EHHQ�UHGXFHG�WR����������DQG�����������UHVSHFWLYHO\��
�
2Q�-DQXDU\����������� WKH�VKDUHKROGHUV�RI�61+%9�HQWHUHG� LQWR�D�6KDUH�3XUFKDVH�$JUHHPHQW�ZLWK�5LJKW�7RWDO�
,QYHVWPHQWV� /LPLWHG� �5LJKW� 7RWDO�� D� OLPLWHG� OLDELOLW\� FRPSDQ\� LQFRUSRUDWHG� LQ� %ULWLVK� 9LUJLQ� ,VODQGV� DV� DQ�
LQYHVWPHQW�FRPSDQ\���WR�SXUFKDVH�XS�WR������RI�WKH�LVVXHG�DQG�RXWVWDQGLQJ�VKDUHV�RI�61+%9��:LWK�WKH�VDOH�RI�
VKDUHV�RI�61+%9��5LJKW�7RWDO�EHFDPH�WKH�RZQHU�RI�WKH����������VKDUHV�RI�61+%9�FRQVHTXHQWO\�PDNLQJ�5LJKW�
7RWDO�DV�WKH�XOWLPDWH�SDUHQW�FRPSDQ\��
�
2Q�-DQXDU\�����������WKH�3DUHQW�&RPSDQ\�UHFHLYHG�D�WHQGHU�RIIHU�UHSRUW�IURP�61+%9�RIIHULQJ�WR�SXUFKDVH�WKH�
������������VKDUHV�RI�PLQRULW\�LQYHVWLQJ�SXEOLF�RU��������RI�WKH�WRWDO�LVVXHG�VKDUHV�DW�D�SULFH�RI�଑�������SHU�
VKDUH�RU�DQ�DJJUHJDWH�SULFH�RI�଑������PLOOLRQ��2Q�)HEUXDU\�����������RQO\�D�WRWDO�RI�����������FRPPRQ�VKDUHV�
ZHUH�WHQGHUHG�LQ�WKH�7HQGHU�2IIHU�DQG�DFFHSWHG�E\�61+%9��FRQVWLWXWLQJ���������RI�WKH�WRWDO�RXWVWDQGLQJ�FDSLWDO�
VWRFN�RI�WKH�3DUHQW�&RPSDQ\��2Q�0DUFK����������SD\PHQW�IRU�WKH�7HQGHUHG�6KDUHV�ZDV�GHOLYHUHG�WR�WKH�UHOHYDQW�
EURNHU�SDUWLFLSDQWV�RQ�EHKDOI�RI�LQWHUHVWHG�SDUWLHV�DQG�WKHUH�ZDV�D�WUDQVIHU�WR�61+%9�RI�RQO\�������RI�WKH�PLQRULW\�
VKDUHV��6XFK�DFFHSWHG�WHQGHU�RIIHU�GLG�QRW�VLJQLILFDQWO\�FKDQJH�WKH�SHUFHQWDJH�RZQHUVKLS�RI�WKH�PLQRULW\�LQYHVWLQJ�
SXEOLF��
�
2Q� -XQH� ���� ������ WKH� &RPSDQ\� DSSURYHG� WKH� UHDFTXLVLWLRQ� RI� 6WHQLHO� 0LQGDQDR� 3DFNDJLQJ� &RUSRUDWLRQ�
�³603&´���DV�GHVFULEHG�EHORZ��WKURXJK�D�VKDUH�VZDS�WUDQVDFWLRQ�LQYROYLQJ�WKH�WUDQVIHU�RI������RI�WKH�RXWVWDQGLQJ�
FDSLWDO�VWRFN�RI�603&�LQ�IDYRU�RI�WKH�&RPSDQ\�LQ�H[FKDQJH�IRU�671�VKDUHV��7KH�&RPSDQ\�DOVR�DSSURYHG�WKH�
FRQYHUVLRQ�RI� WKH� ORDQV�H[WHQGHG�E\�*UHHQNUDIW�&RUSRUDWLRQ��³*UHHQNUDIW´��DQG�5R[EXUJK�LQWR�HTXLW\�� �7KHVH�
DSSURYDOV�ZHUH�PDGH�LQ�YLHZ�RI�WKH�QHHG�WR�DGGUHVV�WKH�QHJDWLYH�FDSLWDO�RI�WKH�&RPSDQ\���
�
$V�SDUW�RI�WKH�SUHSDUDWLRQV�IRU�WKHVH�VKDUH�LVVXDQFHV��WKH�%RDUG�DSSURYHG�WKH�LQFUHDVH�RI�WKH�&RPSDQ\¶V�DXWKRUL]HG�
FDSLWDO�VWRFN�IURP�3KS��%LOOLRQ�WR�3KS��%LOOLRQ��7KH�VDPH�ZDV�DSSURYHG�DQG�UDWLILHG�E\�WKH�VWRFNKROGHUV�GXULQJ�
WKH�DQQXDO�VWRFNKROGHUV¶�PHHWLQJ�KHOG�RQ�-XO\����������DQG�UHFRQILUPHG�RQ�1RYHPEHU�����������



�

�
2Q�2FWREHU� ��� ������*UHHQNUDIW� &RUSRUDWLRQ� �*UHHQNUDIW���*ROGHQ�%DOHV� &RUSRUDWLRQ� �*ROGHQEDOHV��� &RUER[�
&RUSRUDWLRQ��&RUER[���5H[�&KXD�DQG�&OHPHQW�&KXD��DV�SXUFKDVHUV��FROOHFWLYHO\��WKH�%X\HUV��HQWHUHG�LQWR�D�6KDUH�
3XUFKDVH�$JUHHPHQW�ZLWK�61+%9�DV�VHOOHU�WR�DFTXLUH�������������FRPPRQ�VKDUHV�RI�WKH�3DUHQW�&RPSDQ\��IRU�D�
FRQVLGHUDWLRQ�RI�3������PLOOLRQ�RU�3�����SHU�VKDUH��EURNHQ�GRZQ�DV�IROORZV��

�

%X\HU� �
1XPEHU�RI�
VKDUHV� �

3HUFHQWDJH�RI�
2ZQHUVKLS�

� � � � �
*UHHQNUDIW�&RUSRUDWLRQ� � ������������ � �������
&RUER[�&RUSRUDWLRQ� � ������������ � �������
*ROGHQEDOHV�&RUSRUDWLRQ� � ������������ � �������
&OHPHQW�&KXD� � ����������� � ������
5H[�&KXD� � ����������� � ������
� � � � �
� � ������������ � �������

�
,Q�FRPSOLDQFH�ZLWK�WKH�6HFXULWLHV�DQG�5HJXODWLRQV�&RGH�DQG�LWV�,PSOHPHQWLQJ�5XOHV�DQG�5HJXODWLRQV��WKH�%X\HU�
*URXS�PDGH�D�WHQGHU�RIIHU�LQYROYLQJ�WKH�UHPDLQLQJ�RXWVWDQGLQJ�VKDUHV�RI�WKH�&RPSDQ\��H[FOXGLQJ�WKH������������
FRPPRQ� VKDUHV� RI�61+%9�QRW� LQFOXGHG� LQ� WKH�6KDUH� 3XUFKDVH�$JUHHPHQW�� 7KH� WHQGHU� RIIHU� FRPPHQFHG� RQ�
2FWREHU����������DQG�HQGHG�RQ�1RYHPEHU�����������7HQGHU�2IIHU�3HULRG���$�WRWDO�RI������������FRPPRQ�VKDUHV�
RI�671�ZHUH�WHQGHUHG�GXULQJ�WKH�7HQGHU�2IIHU�3HULRG��ZKLFK�FRPSULVH�DSSUR[LPDWHO\�������RI�WKH�WRWDO�LVVXHG�
DQG�RXWVWDQGLQJ�VKDUHV�RI�671���
�
)ROORZLQJ� WKH� FRPSOHWLRQ� RI� WKH� WHQGHU� RIIHU�� 61+%9� DQG� WKH� %X\HU� *URXS� H[HFXWHG� WKH� GHHG� RI� VDOH� RQ�
1RYHPEHU����������LQYROYLQJ�WKH�������������VKDUHV�RI�WKH�&RPSDQ\���7KH�UHOHYDQW�WD[HV�ZHUH�SDLG�DQG�WKH�
FRUUHVSRQGLQJ�&$5�ZDV�VHFXUHG���$V�RI�WKH�GDWH�KHUHRI��WKH�WUDQVIHU�RI�WKH�������������FRPPRQ�VKDUHV�LQ�IDYRU�
RI�WKH�%X\HU�*URXS�KDV�EHHQ�UHFRUGHG�LQ�WKH�ERRNV�RI�671��7KH�WUDQVIHU�HIIHFWLYHO\�UHGXFHG�WKH�VKDUHKROGLQJ�RI�
61+%9�WR����RI�WKH�&RPSDQ\¶V�RXWVWDQGLQJ�FDSLWDO�VWRFN����
�
2Q�'HFHPEHU�����������WKH�6(&�DSSURYHG�671¶V�DSSOLFDWLRQ�IRU�LQFUHDVH�RI�DXWKRUL]HG�FDSLWDO�VWRFN�IURP�3KS��
%LOOLRQ� WR�3KS��%LOOLRQ�UHVXOWLQJ� WR� WKH� LVVXDQFH�RI�������������FRPPRQ�VKDUHV�LQ� IDYRU�RI� WKH�%X\HU�*URXS��
*UHHQNUDIW�DQG�5R[EXUJK���7KH�LQFUHDVH�ZDV��L��SDUWO\�VXEVFULEHG�E\�WKH�VKDUH�VZDS�WUDQVDFWLRQ�ZKHUHLQ�671�
UHDFTXLUHG�603&�LQ�H[FKDQJH�IRU�XQLVVXHG�VKDUHV�RI�WKH�671��DQG��LL��SDUWO\�VXEVFULEHG�WKURXJK�FRQYHUVLRQ�RI�
OLDELOLW\�LQWR�HTXLW\���
�
$V�DW�'HFHPEHU����������DQG�'HFHPEHU�����������61+%9�RZQV����LQWHUHVW�LQ�671��
�
7KH�3DUHQW�&RPSDQ\¶V�UHJLVWHUHG�DGGUHVV�DQG�SULQFLSDO�RIILFH�LV�ORFDWHG�DW�*DWHZD\�%XVLQHVV�3DUN��%UJ\��-DYDOHUD��
*HQHUDO�7ULDV��&DYLWH��3KLOLSSLQHV��
�
6WUXFWXUH�
7KH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGH�WKH�ILQDQFLDO�VWDWHPHQWV�RI�WKH�3DUHQW�&RPSDQ\�DQG�WKH�IROORZLQJ�
VXEVLGLDULHV�LQFRUSRUDWHG�LQ�WKH�3KLOLSSLQHV��
�

� 3HUFHQWDJH�RI�2ZQHUVKLS�
� ����� � �����
6WHQLHO�&DYLWH�3DFNDJLQJ�&RUSRUDWLRQ��6&3&�
� ����� � �����
6WHQLHO�0LQGDQDR�3DFNDJLQJ�&RUSRUDWLRQ��603&�

� ����� � �����

�7UHDVXUH�3DFNDJLQJ�&RUSRUDWLRQ��73&��ZDV�PHUJHG�ZLWK�6&3&�DV�DSSURYHG�E\�WKH�6(&�RQ�0D\�����
������


�603&�ZDV�UHDFTXLUHG�RQ�'HFHPEHU����������

�
6WHQLHO�&DYLWH�3DFNDJLQJ�&RUSRUDWLRQ��6&3&��
6&3&� ZDV� LQFRUSRUDWHG� DQG� UHJLVWHUHG� ZLWK� WKH� 6(&� RQ� 1RYHPEHU� ��� ����� SULPDULO\� WR� HQJDJH� LQ� WKH�
PDQXIDFWXULQJ��SURFHVVLQJ�DQG�VHOOLQJ�RI�DOO�NLQGV�RI�SDSHU�SURGXFWV�DQG�SURFHVVHV��

�
2Q�-XQH�����������6&3&¶V�%2'�GHFLGHG�WR�GLVFRQWLQXH�LWV�SDFNDJLQJ�RSHUDWLRQV�LQ�YLHZ�RI�WKH�FRQWLQXHG�EXVLQHVV�
ORVVHV�LQFXUUHG�VLQFH�LWV�LQFRUSRUDWLRQ��LQ�DGGLWLRQ�WR�GLIILFXOW�HFRQRPLF�DQG�EXVLQHVV�FRQGLWLRQV��6&3&�XVHG�WR�
SXUFKDVH��SURFHVV�DQG�UHVHOO�YDULRXV�SDSHU�SURGXFWV�DQG�OHDVH�LWV�PDFKLQHU\�DQG�HTXLSPHQW�WR�JHQHUDWH�LQFRPH��



�

XQWLO������ZKHQ�WKH�IRUPHU�ZDV�GLVFRQWLQXHG��2Q�-DQXDU\�����������WKH�6(&�DSSURYHG�WKH�HTXLW\�UHVWUXFWXULQJ�RI�
6&3&�ZKLFK�KDV�ZLSHG�RXW�WKH�GHILFLW�DV�DW�'HFHPEHU�����������

�
73&�ZDV�LQFRUSRUDWHG�DQG�UHJLVWHUHG�ZLWK�WKH�6(&�RQ�0D\����������SULPDULO\�WR�HQJDJH�LQ�WKH�PDQXIDFWXULQJ��
SURFHVVLQJ�� SXUFKDVLQJ�� DQG� VHOOLQJ� RQ�ZKROHVDOH� EDVLV�� SDSHU�� SDSHU� UROOV�� SDSHU� ERDUGV�� FDUWRQV�� FRQWDLQHUV��
SDFNDJLQJ�PDWHULDO�DQG�RWKHU�SXOS�DQG�SDSHU�SURGXFWV��7KH�UHJLVWHUHG�RIILFH�DGGUHVV�DQG�SULQFLSDO�RIILFH�RI�73&�
LV�ORFDWHG�DW�+HUQDQ�&RUWHV�6WUHHW��0DQGDXH�&LW\��&HEX��3KLOLSSLQHV��

�
2Q�-XQH����������DQG�-XO\����������6&3&¶V�%2'�DQG�6KDUHKROGHUV��UHVSHFWLYHO\��DSSURYHG� WKH�FKDQJH� LQ� LWV�
DGGUHVV�DQG�SULQFLSDO�RIILFH�DW�*DWHZD\�%XVLQHVV�3DUN��%UJ\��-DYDOHUD��*HQHUDO�7ULDV��&DYLWH��

�
,Q�������WKH�PHUJHU�EHWZHHQ�6&3&�DQG�73&��WKH�IRUPHU�DV�WKH�VXUYLYLQJ�HQWLW\��ZDV�DSSURYHG�E\�WKH�%2'�DQG�
6KDUHKROGHUV�RI�WKH�UHVSHFWLYH�HQWLWLHV��7KH�DSSOLFDWLRQ�IRU�PHUJHU�ZDV�ILOHG�ZLWK�WKH�6(&�RQ�$SULO����������DQG�
ZDV�DSSURYHG�RQ�0D\�����������

�
6WHQLHO�0LQGDQDR�3DFNDJLQJ�&RUSRUDWLRQ��603&��
�
603&�ZDV� LQFRUSRUDWHG� RQ� -XQH� ���� ����� SULPDULO\� WR� HQJDJH� LQ� WKH� EXVLQHVV� RI�PDQXIDFWXULQJ�� LPSRUWLQJ��
EX\LQJ�� VHOOLQJ�RU�RWKHUZLVH�GHDOLQJV� LQ�� DW�ZKROHVDOH�DQG� UHWDLO�� DOO�NLQGV�RI�SDSHU��SDSHU� UROOV��SDSHU�ERDUGV��
FDUWRQV��FRQWDLQHUV��SDFNDJLQJ�PDWHULDOV�DQG�RWKHU�SXOS�DQG�SDSHU�SURGXFWV��
�
$V�DW�'HFHPEHU�����������603&�ZDV�D�ZKROO\�RZQHG�VXEVLGLDU\�RI�WKH�3DUHQW�&RPSDQ\��,Q�'HFHPEHU�������WKH�
3DUHQW�&RPSDQ\�VROG�LWV�����������FRPPRQ�VKDUHV�LQ�603&�WR�YDULRXV�HQWLWLHV�DQG�LQGLYLGXDOV���
�
,Q�������WKH�%2'�DQG�6WRFNKROGHUV�RI�WKH�3DUHQW�&RPSDQ\�DSSURYHG�WKH�UHDFTXLVLWLRQ�RI�VKDUHV�RI�603&�WKURXJK�
D�VKDUH�VZDS�WUDQVDFWLRQ�ZKHUHLQ�DOO�VKDUHKROGHUV�RI�603&�ZLOO�H[FKDQJH�DOO�WKHLU�VKDUHV�LQ�603&�IRU�VKDUHV�RI�
WKH�3DUHQW�&RPSDQ\��,Q�SUHSDUDWLRQ�IRU�WKHVH�VKDUH�LVVXDQFHV��WKH�3DUHQW�&RPSDQ\¶V�%2'�DSSURYHG�WKH�LQFUHDVH�
RI�WKH�&RPSDQ\¶V�DXWKRUL]HG�FDSLWDO�VWRFN�IURP�3KS��%LOOLRQ�WR�3KS��%LOOLRQ���7KH�VDPH�ZDV�DSSURYHG�DQG�UDWLILHG�
E\�WKH�VWRFNKROGHUV�GXULQJ�WKH�DQQXDO�VWRFNKROGHUV¶�PHHWLQJ�KHOG�RQ�-XO\����������DQG�UHFRQILUPHG�RQ�1RYHPEHU�
����������
�
2Q�'HFHPEHU�����������WKH�3DUHQW�&RPSDQ\�LVVXHG�������������VKDUHV�WR�WKH�VKDUHKROGHUV�RI�603&�HIIHFWLQJ�
WKH�VKDUH�VZDS�IROORZLQJ�WKH�6(&�DSSURYDO�RI�WKH�&RPSDQ\¶V�LQFUHDVH�LQ�DXWKRUL]HG�FDSLWDO�VWRFN�RQ�WKH�VDPH�
GD\���7KH� WUDQVIHU�RI� WKH�603&�VKDUHV� LQ� IDYRU�RI� WKH�&RPSDQ\�ZDV�VXEVHTXHQWO\� UHFRUGHG�DIWHU� WKH� UHOHYDQW�
&$5V�ZHUH�LVVXHG�E\�WKH�3KLOLSSLQH�%XUHDX�RI�,QWHUQDO�5HYHQXH��³%,5´�����
�
$V�DW�'HFHPEHU�����������DQG�'HFHPEHU�����������603&�LV�D�ZKROO\�RZQHG�VXEVLGLDU\�RI�WKH�3DUHQW�&RPSDQ\��
�
7KH�SULQFLSDO�SODFH�RI�EXVLQHVV�RI�603&�LV�ORFDWHG�DW�.P�����1DWLRQDO�+LJKZD\��%XQDZDQ�'LVWULFW��'DYDR�&LW\��
�
'HEW�5HVWUXFWXULQJ�
�
'XH�WR�WKH�ZRUNLQJ�FDSLWDO�GUDLQ�H[SHULHQFHG�E\� WKH�*URXS�DV�D� UHVXOW�RI�SULRU�GHEW�VHUYLFH�SD\PHQWV�DQG�WKH�
GLIILFXOW� EXVLQHVV� DQG� HFRQRPLF� FRQGLWLRQV� GXULQJ� WKH� SHULRG�� WKH� *URXS� IRXQG� LW� GLIILFXOW� WR� VXVWDLQ� IXUWKHU�
SD\PHQWV�RI�GHEW�ZKLOH�DW�WKH�VDPH�WLPH�HQVXULQJ�FRQWLQXHG�RSHUDWLRQV��7KH�3DUHQW�&RPSDQ\�IDLOHG�WR�VHWWOH�LWV�
RXWVWDQGLQJ�VKRUW�WHUP�DQG�ORQJ�WHUP�ORDQV�ZKLFK�ZHUH�VXSSRVHG�WR�PDWXUH�DW�YDULRXV�GDWHV�LQ�������������DQG�
�����DQG�ZDV�GHFODUHG�E\�WKH�OHQGLQJ�EDQNV�LQ�GHIDXOW�RQ�0D\�����������6XEVHTXHQWO\�XQWLO�������WKH�OHQGLQJ�
EDQNV�DVVLJQHG�DQG�VROG�WKHLU�UHVSHFWLYH�RXWVWDQGLQJ�ORDQ�EDODQFHV�WR�YDULRXV�WKLUG�SDUWLHV��2Q�2FWREHU�����������
RQH�RI� WKH�QHZ� OHQGHUV��*UHHQNUDIW�&RUSRUDWLRQ� �*UHHQNUDIW��� IXUWKHU�DVVLJQHG�VRPH�RI� LWV� ORDQ� UHFHLYDEOHV� WR�
5R[EXUJK��
�
$IWHU�WKH�DVVLJQPHQW�DQG�VDOH�RI�ORDQV�IURP�WKH�OHQGLQJ�EDQNV�WR�WKLUG�SDUWLHV��GLVFXVVLRQV�ZHUH�PDGH�ZLWK�QHZ�
FUHGLWRUV�OHQGHUV� WR� UHVWUXFWXUH� WKH� RXWVWDQGLQJ� ORDQV� FRYHUHG� E\� WKH� 2PQLEXV� $JUHHPHQW� ZKLFK� WKH� 3DUHQW�
&RPSDQ\�KDV�GHIDXOWHG�LQ�������2Q�2FWREHU�����������WKH�3DUHQW�&RPSDQ\�DQG�WKH�FUHGLWRUV�OHQGHUV�VLJQHG�WKH�
$PHQGHG�DQG�5HVWDWHG�2PQLEXV�$JUHHPHQW� �WKH�³$PHQGHG�$JUHHPHQW´���ZKLFK� ILQDOO\� UHVROYHG� WKH�GHIDXOW�
VLWXDWLRQ��7KH�HVVHQWLDO�HOHPHQWV�RI�WKH�$PHQGHG�$JUHHPHQW�DUH�VXPPDUL]HG�EHORZ��
�

�� 7KH�RXWVWDQGLQJ�SULQFLSDO�DQG�DFFUXHG�LQWHUHVW�H[SHQVH�DV�DW�6HSWHPEHU����������ZDV�UHVWUXFWXUHG�IRU����
\HDUV��
�



�

�� &RQGLWLRQDO�ZDLYHU�RI�SHQDOW\�DQG�RWKHU�FKDUJHV�XSRQ�WKH�IDLWKIXO�SHUIRUPDQFH�E\�WKH�3DUHQW�&RPSDQ\�
RI�WKH�WHUPV�RI�UHVWUXFWXULQJ��

�
�� 7KH�RXWVWDQGLQJ�SULQFLSDO�DQG�DFFUXHG�LQWHUHVW�H[SHQVH�DV�DW�6HSWHPEHU���������� VKDOO� EH� UHGXFHG� YLD�

GDFLRQ� HQ� SDJR� RU� VDOH� RI� WKH� IROORZLQJ� SURSHUWLHV���D��DOO�RI�WKH�RXWVWDQGLQJ�FRPPRQ�DQG�SUHIHUUHG�
VKDUHV�RI�VWRFN�LQ�6WHQLHO�/DQG�&RUSRUDWLRQ��6/&����E��LGHQWLILHG�LGOH�DVVHWV�RI�671�DQG�LWV�VXEVLGLDULHV��
DQG��F��E\�ZD\�RI�FRQYHUVLRQ� LQWR�HTXLW\�WKURXJK� WKH� LVVXDQFH�RI�3DUHQW�&RPSDQ\¶V�XQLVVXHG�FDSLWDO�
VWRFN��

�
�� 7KH�RXWVWDQGLQJ�SULQFLSDO� DPRXQW� DIWHU� WKH� GDFLRQ� HQ� SDJR�RU� VDOH� RI� SURSHUWLHV� VKDOO� EH� SDLG� LQ� ���

FRQVHFXWLYH�TXDUWHUO\�LQVWDOOPHQWV�VWDUWLQJ�LQ�-DQXDU\�������
�

�� 7KH�RXWVWDQGLQJ�SRUWLRQ�RI�WKH�DFFUXHG�LQWHUHVW�DIWHU�HTXLW\�FRQYHUVLRQ�VKDOO�EH�SDLG�LQ����FRQVHFXWLYH�
TXDUWHUO\�LQVWDOOPHQWV�VWDUWLQJ�DIWHU�\HDU����IURP�WKH�GDWH�RI�UHVWUXFWXULQJ��

�
�� 5HVWUXFWXUHG�RXWVWDQGLQJ�SULQFLSDO�ZLOO�EH�VXEMHFW�WR�LQWHUHVW�RI����SHU�DQQXP�IRU����\HDUV�DQG����SHU�

DQQXP�RQ�WKH���WK�\HDU�RQZDUGV��
�

�� 7KH�UHVWUXFWXUHG�DFFUXHG�LQWHUHVW�H[SHQVH�SULRU�WR�ORDQ�UHVWUXFWXULQJ�ZLOO�EH�VXEMHFW�WR�LQWHUHVW�RI����SHU�
DQQXP��

�
�� 7KH�UHVWUXFWXUHG�ORDQ�VKDOO�EH�VHFXUHG�E\�WKH�DVVHWV�FROODWHUDO�SRRO�XQGHU�WKH�&ROODWHUDO�7UXVW�$JUHHPHQW��

�
�� $OO�WD[HV�DQG�IHHV��LQFOXGLQJ�GRFXPHQWDU\�VWDPS�WD[HV�DQG�UHJLVWUDWLRQ�IHHV��VKDOO�EH�IRU�WKH�DFFRXQW�RI�

WKH�*URXS��
�

�� $OO�RWKHU�FRVWV�DQG�H[SHQVHV�RI�UHVWUXFWXULQJ�LQFOXGLQJ�GRFXPHQWDWLRQ�FRVWV��OHJDO�IHHV�DQG�RXW�RI�SRFNHW�
H[SHQVHV�VKDOO�EH�IRU�WKH�DFFRXQW�RI�WKH�3DUHQW�&RPSDQ\��DQG�
�

�� 2WKHU�FRQGLWLRQV�LQFOXGH��
�

D�� /HQGHUV¶�UHSUHVHQWDWLYH�WR�EH�HOHFWHG�DV�GLUHFWRU�LQ�671�DQG�LQ�HDFK�RI�LWV�VXEVLGLDULHV��
E�� $�PHUJHU��UHRUJDQL]DWLRQ�RU�GLVVROXWLRQ�RI�FHUWDLQ�VXEVLGLDULHV�LQ�OLQH�ZLWK�WKH�%XVLQHVV�3ODQ��
F�� 1R�GLYLGHQG�GHFODUDWLRQ�RU�SD\PHQWV�XQWLO�WKH�UHVWUXFWXUHG�REOLJDWLRQV�DUH�IXOO\�SDLG��
G�� 1R�QHZ�ERUURZLQJ��XQOHVV�ZLWK�ZULWWHQ�FRQVHQW�RI�WKH�OHQGHUV��
H�� 1R�UHSD\PHQW�RI�SUHSD\PHQW�RI�DQ\�GHEW�RU�REOLJDWLRQ��RWKHU�WKDQ�RSHUDWLRQDO�H[SHQVHV���XQOHVV�

ZLWK�FRQVHQW�RI�WKH�OHQGHUV��
I�� &UHGLWRU¶V�FRQVHQW�IRU�FKDQJH�LQ�PDWHULDO�RZQHUVKLS�LQ�WKH�*URXS�DQG�PRUWJDJRUV��
J�� 6WDQGDUG�FRYHQDQWV��UHSUHVHQWDWLRQV�DQG�ZDUUDQWLHV��

�
'DFLRQ�HQ�SDJR�DQG�(TXLW\�&RQYHUVLRQ�
�
7KH�GDFLRQ�HQ�SDJR�RI�WKH�*URXS
V�LGOH�PDFKLQHULHV��VSDUH�SDUWV��DQG�WKH�HTXLW\�FRQYHUVLRQ�WKURXJK�WKH�LVVXDQFH�
RI� WKH� 3DUHQW� &RPSDQ\
V� FDSLWDO� VWRFN� KDYH� EHHQ� FRPSOHWHG� DV� DW� 'HFHPEHU� ���� ������ 7KH� GDFLRQ� HQ� SDJR�
WUDQVDFWLRQ�UHGXFHG�WKH�RXWVWDQGLQJ�ORDQ�SULQFLSDO�DPRXQW�E\�଑����PLOOLRQ�ZKLOH�WKH�HTXLW\�FRQYHUVLRQ�UHGXFHG�
RXWVWDQGLQJ�DFFUXHG�LQWHUHVW�E\�3����PLOOLRQ��
�
7KH�GDFLRQ�HQ�SDJR�UHODWLQJ� WR�WKH�*URXS
V�VKDUHV�LQ�6/&�DQG�D�VXEVLGLDU\
V� ODQG�DQG�ODQG�LPSURYHPHQWV�DQG�
EXLOGLQJ�DQG�EXLOGLQJ�LPSURYHPHQWV�KDV�D�WRWDO�YDOXH�RI�଑������PLOOLRQ��,Q�������FHUWDLQ�FHUWLILFDWHV�DXWKRUL]LQJ�
UHJLVWUDWLRQ�ZHUH�LVVXHG�DQG�UHGXFHG�WKH�WRWDO�YDOXH�IURP�଑�������PLOOLRQ�WR�଑�������PLOOLRQ��
�
,Q�-XO\�������WKH�%2'�DQG�6WRFNKROGHUV�RI�WKH�3DUHQW�&RPSDQ\�DSSURYHG�WKH�FRQYHUVLRQ�RI�GHEW�LQWR�FRPPRQ�
VKDUHV�RI� WKH�3DUHQW�&RPSDQ\��&RQVHTXHQWO\��SULQFLSDO�SD\PHQWV�RQ�ORQJ�WHUP�GHEW�ZDV�VXVSHQGHG�EHJLQQLQJ�
-XO\�������2Q�'HFHPEHU�����������WKH�3DUHQW�&RPSDQ\�LVVXHG�VKDUHV�WR�WKH�OHQGHUV�HIIHFWLQJ�WKH�GHEW�WR�HTXLW\�
FRQYHUVLRQ�IROORZLQJ�WKH�6(&�DSSURYDO�RI�WKH�3DUHQW�&RPSDQ\
V�LQFUHDVH�LQ�DXWKRUL]HG�FDSLWDO�VWRFN�RQ�WKH�VDPH�
GD\��1RWHV����DQG������7KH�RXWVWDQGLQJ�EDODQFH�RI�WKH�ERUURZLQJV�ZHUH�UHGXFHG�E\�଑�������PLOOLRQ�DV�D�UHVXOW�RI�
WKH�GHEW�WR�HTXLW\�FRQYHUVLRQ��
�
� �



�

,Q�6HSWHPEHU�������WKH�GDFLRQ�HQ�SDJR�ZDV�FRPSOHWHG�UHODWLQJ�WR�WKH�*URXS¶V�VKDUHV�LQ�6/&��7KH�*URXS�DVVLJQHG�
LWV�VKDUHV�LQ�6/&�WR�*UHHQNUDIW�DV�SD\PHQW�WR�LWV�UHPDLQLQJ�EDODQFH�RI�ERUURZLQJV�WR�*UHHQNUDIW�DPRXQWLQJ�WR�
଑���������$V�RI�6HSWHPEHU�����������WKH�*URXS�KDV�IXOO\�VHWWOHG�LWV�ERUURZLQJV�WR�*UHHQNUDIW��
�
5HVWUXFWXULQJ�RI�6XEVLGLDULHV�
�
,Q�������IROORZLQJ�WKH�SURYLVLRQV�LQ�WKH�$PHQGHG�$JUHHPHQW��WKH�3DUHQW�&RPSDQ\�ILOHG�D�PHUJHU�DSSOLFDWLRQ�
ZLWK�WKH�6(&�WR�DEVRUE�73&��2Q�$XJXVW�����������IROORZLQJ�PDQDJHPHQW
V�DVVHVVPHQW��WKH�%RDUG�RI�671�DQG�
73&�DSSURYHG�WKH�ZLWKGUDZDO�RI�WKH�PHUJHU�DSSOLFDWLRQ�ILOHG�ZLWK�6(&�DV�WKH�VDPH�QR�ORQJHU�DSSHDUV�IHDVLEOH��
0DQDJHPHQW�KDV�EHHQ�LQVWUXFWHG�WR�H[SORUH�RWKHU�RSWLRQV��L�H���PHUJHU�RI�RU�ZLWK�RWKHU�VXEVLGLDULHV��
�
,Q� DGGLWLRQ�� 6&3&� VXEPLWWHG� D� PHUJHU� DSSOLFDWLRQ� ZLWK� 6(&� LQ� 2FWREHU� ����� WR� DEVRUE� WKUHH� ���� GRUPDQW�
VXEVLGLDULHV���D��0HWURSODV�3DFNDJLQJ�3URGXFWV�&RUSRUDWLRQ��033&����E��0HWUR�3DSHU�DQG�3DFNDJLQJ�3URGXFWV��
,QF���0333,��DQG��F��6WHQLHO�&DUWRQ�6\VWHP�&RUSRUDWLRQ��6&6&��XVLQJ�-XQH����������ILQDQFLDO�VWDWHPHQWV��2Q�
0DUFK����������WKH�6(&�DSSURYHG�WKH�FHUWLILFDWH�RI�ILOLQJ�RI�WKH�DUWLFOHV�DQG�SODQ�RI�PHUJHU��ZKLFK�GRFXPHQWV�
ZHUH�UHFHLYHG�E\�6&3&�RQ�-XO\�����������$OO�ILQDQFLDO�LQIRUPDWLRQ�SUHVHQWHG�IRU�WKH�SHULRGV�SULRU�WR�WKH�PHUJHU�
KDV�EHHQ�UHVWDWHG�WR�UHIOHFW�WKH�FRPELQHG�ILQDQFLDO�VWDWHPHQWV�RI�WKH�DEVRUEHG�FRUSRUDWLRQ�DV�WKRXJK�WKH�PHUJHU�
KDG�RFFXUUHG�DW�WKH�EHJLQQLQJ�RI�������
�
7KH�3DUHQW�&RPSDQ\�DOVR�KDV�D��������GLUHFW�DQG�LQGLUHFW��WKURXJK�6&3&�	�73&��LQWHUHVW�LQ�6/&��,Q�������DOO�
RI�WKH�RZQHUVKLS�LQWHUHVW�RI�73&�DQG�671�ZDV�DVVLJQHG�WR�*UHHQNUDIW��DQG�WKH�UHPDLQLQJ�LQWHUHVW�RI�6&3&�LQ�
6/&�LV��������DV�RI�'HFHPEHU�����������$V�DW�'HFHPEHU�����������*UHHQNUDIW�KROGV��������LQWHUHVW�LQ�6/&�
ZKLOH�WKH�UHPDLQLQJ�LQWHUHVW�RI�6&3&�LV���������
�
,Q�6HSWHPEHU�������WKH�GDFLRQ�HQ�SDJR�ZDV�FRPSOHWHG�UHODWLQJ�WR�WKH�*URXS¶V�VKDUHV�LQ�6/&��7KH�*URXS�DVVLJQHG�
LWV���������SUHIHUUHG�VKDUHV�LQ�6/&�WR�*UHHQNUDIW�WR�IXOO\�VHWWOH�LWV�UHPDLQLQJ�EDODQFH�RI�ERUURZLQJV�WR�*UHHQNUDIW�
DPRXQWLQJ�WR�଑����PLOOLRQ��
�
,QWHUHVW�3D\PHQWV�
�
2Q�'HFHPEHU����������WKH�FXUUHQW�FUHGLWRUV�OHQGHUV�DJUHHG�WR�ZDLYH�WKH�SD\PHQW�RI�LQWHUHVW�IRU�WKH�ILUVW�WZR�����
\HDUV�RI�WKH�ORDQ�FRPPHQFLQJ�RQ�WKH�UHVWUXFWXULQJ�GDWH��WR�FRUUHVSRQG�WR�WKH�SULQFLSDO�UHSD\PHQW�DV�VWDWHG�LQ�WKH�
$PHQGHG�$JUHHPHQW��+HQFH��LQWHUHVW�SD\PHQWV�VKDOO�EH�PDGH�LQ�DFFRUGDQFH�ZLWK�WKH�$PHQGHG�$JUHHPHQW�EXW�
VKDOO�FRPPHQFH�RQ�WKH���WK�PRQWK�DIWHU�WKH�UHVWUXFWXULQJ�GDWH��LQFOXVLYH�RI�D�WZR�����\HDU�JUDFH�SHULRG��,Q�UHODWLRQ�
WR� WKLV��RQ�0DUFK���������� WKH�DFFUXHG� LQWHUHVW�ZKLFK�ZDV�FDSLWDOL]HG�DV�SDUW� RI� WKH� ORDQ�SULQFLSDO� LQ������ LQ�
DFFRUGDQFH�ZLWK�WKH�$PHQGHG�$JUHHPHQW��ZDV�DOVR�FRQGRQHG�E\�LWV�PDMRU�FUHGLWRUV�HIIHFWLYH�'HFHPEHU�����������
�
,Q�������GXH�WR�FRQWLQXRXV�ZRUNLQJ�FDSLWDO�GUDLQ�H[SHULHQFHG�E\�WKH�*URXS�DV�D�UHVXOW�RI�GLIILFXOW�HFRQRPLF�DQG�
EXVLQHVV�FRQGLWLRQV��WKH�*URXS�UHTXHVWHG�UHFRQVLGHUDWLRQ�WR�GHIHU�WKH�LPSOHPHQWDWLRQ�RI�WKH�ORDQ�DJUHHPHQW�IURP�
WKH�FUHGLWRUV�ZKLFK�ZDV�DFWHG�IDYRUDEO\��7KH�*URXS�ZDV�JUDQWHG�DQRWKHU� WZR�����\HDUV�H[WHQVLRQ�RI�SULQFLSDO�
UHSD\PHQW��UHGXFWLRQ�RI�LQWHUHVW�UDWH�IURP����WR����IRU�WKH�ILUVW�ILYH�����\HDUV�DQG�IXUWKHU�ZDLYH�LQWHUHVW�FKDUJHV�
DQQXDOO\�XQWLO�������&RQVHTXHQW�WR�WKH�%2'�DSSURYDO�RI�WKH�FRQYHUVLRQ�RI�GHEW�WR�FRPPRQ�VKDUHV�RI�WKH�3DUHQW�
&RPSDQ\�LQ�������SULQFLSDO�DQG�LQWHUHVW�SD\PHQWV�RQ�ORQJ�WHUP�GHEW�ZDV�VXVSHQGHG�EHJLQQLQJ�-XO\�������
�
6WDWXV�RI�2SHUDWLRQV�
�
7KH�*URXS�KDV�WHPSRUDULO\�FHDVHG�LWV�SULQFLSDO�RSHUDWLRQV�DQG�KDV�LQFXUUHG�UHFXUULQJ�ORVVHV�LQ�SULRU�\HDUV�UHVXOWLQJ�
WR�D�GHILFLW�RI�଑����PLOOLRQ�DQG�଑������PLOOLRQ�DV�DW�'HFHPEHU����������DQG�������UHVSHFWLYHO\��
�
7R�LPSURYH�WKLV�FRQGLWLRQ��WKH�PDQDJHPHQW�KDV�WDNHQ�WKH�IROORZLQJ�PHDVXUHV��
�
2Q�-XO\�����������WKH�%2'�DQG�6WRFNKROGHUV�RI�WKH�3DUHQW�&RPSDQ\�DSSURYHG�WKH�DFTXLVLWLRQ�RI�VKDUHV�RI�603&�
WKURXJK� D� VKDUH� VZDS� WUDQVDFWLRQ� DQG� WKH� FRQYHUVLRQ� RI� ORDQV� IURP� *UHHQNUDIW� &RUSRUDWLRQ� DQG� 5R[EXUJK�
,QYHVWPHQWV�/LPLWHG� LQWR�FRPPRQ�VKDUHV�LQ�WKH�3DUHQW�&RPSDQ\��7R�DFFRPPRGDWH�WKH�WUDQVDFWLRQV�GLVFXVVHG�
DERYH�� WKH� %2'� DQG� 6WRFNKROGHUV� DSSURYHG� WKH� DPHQGPHQW� RI� WKH�$UWLFOHV� RI� ,QFRUSRUDWLRQ� WR� LQFUHDVH� WKH�
DXWKRUL]HG�FDSLWDO�VWRFN�IURP�3��ELOOLRQ��GLYLGHG�LQWR�RQH�ELOOLRQ�FRPPRQ�VKDUHV�WR�3��ELOOLRQ��GLYLGHG�LQWR�WZR�
ELOOLRQ�FRPPRQ�VKDUHV�ZLWK�SDU�YDOXH�RI�3��SHU�VKDUH��1RWHV����DQG������
�
2Q�'HFHPEHU�����������XSRQ�WKH�6(&
V�DSSURYDO�RI�WKH�3DUHQW�&RPSDQ\
V�LQFUHDVH�LQ�DXWKRUL]HG�FDSLWDO�VWRFN��
WKH�3DUHQW�&RPSDQ\� LVVXHG�VKDUHV� WR� WKH� OHQGHUV�HIIHFWLQJ� WKH�GHEW�WR�HTXLW\�FRQYHUVLRQ� WKHUHE\� UHGXFLQJ� WKH�



�

RXWVWDQGLQJ�EDODQFH�RI�WKH�ERUURZLQJV�E\�3�������PLOOLRQ��)XUWKHU��7KH�3DUHQW�&RPSDQ\�DOVR�LVVXHG�VKDUHV�WR�WKH�
VKDUHKROGHUV� RI� 603&� HIIHFWLQJ� WKH� VKDUH� VZDS� WUDQVDFWLRQ� UHVXOWLQJ� WR� D�JDLQ� RI� 3��������PLOOLRQ� IURP� WKH�
DFTXLVLWLRQ�RI�D�VXEVLGLDU\��1RWH�����7KH�UHDOL]DWLRQ�RI�WKHVH�WUDQVDFWLRQV�UHVROYHG�WKH�FDSLWDO�GHILFLHQF\�SRVLWLRQ�
RI�WKH�*URXS��
�
%DVHG�RQ�WKH�IRUHJRLQJ��WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�KDYH�EHHQ�SUHSDUHG�RQ�D�JRLQJ�FRQFHUQ�EDVLV��ZKLFK�
DVVXPHV�WKDW�WKH�*URXS�ZLOO�FRQWLQXH�LQ�H[LVWHQFH��
�
�
127(�����%$6,6�2)�35(3$5$7,21�$1'�35(6(17$7,21�2)�),1$1&,$/�67$7(0(176��
�
����6WDWHPHQW�RI�FRPSOLDQFH�
�
7KH�DFFRPSDQ\LQJ�DXGLWHG�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�KDYH�EHHQ�SUHSDUHG�LQ�FRPSOLDQFH�ZLWK�3KLOLSSLQH�
)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV��3)56���3)56�DUH�EDVHG�RQ�,QWHUQDWLRQDO�)LQDQFLDO�5HSRUWLQJ�6WDQGDUGV��,)56��
LVVXHG� E\� WKH� ,QWHUQDWLRQDO� $FFRXQWLQJ� 6WDQGDUGV� %RDUG� �,$6%��� 3)56�� LVVXHG� E\� WKH� 3KLOLSSLQH� )LQDQFLDO�
5HSRUWLQJ�6WDQGDUGV�&RXQFLO��)56&���FRQVLVW�RI�3)56��3KLOLSSLQH�$FFRXQWLQJ�6WDQGDUGV��3$6��DQG�3KLOLSSLQH�
,QWHUSUHWDWLRQV��
�
7KH� DFFRPSDQ\LQJ� FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV� RI� WKH� *URXS� DV� DW� 'HFHPEHU� ���� ����� �LQFOXGLQJ�
FRPSDUDWLYH�DPRXQWV�DV�DW�'HFHPEHU����������DQG�������ZHUH�DSSURYHG�DQG�DXWKRUL]HG�IRU�LVVXDQFH�E\�WKH�%RDUG�
RI�'LUHFWRUV�RQ�$SULO�����������
�
����%DVLV�RI�PHDVXUHPHQW�
�
7KH� FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV� RI� WKH�*URXS� KDYH� EHHQ� SUHSDUHG� RQ� D� KLVWRULFDO� FRVW� EDVLV� H[FHSW� IRU�
LQYHVWPHQW� LQ� HTXLW\� VHFXULWLHV�ZKLFK� DUH� FDUULHG� DW� IDLU�YDOXH� DQG� UHWLUHPHQW�EHQHILWV� OLDELOLW\� ±�QHW�ZKLFK� LV�
PHDVXUHG�DW�SUHVHQW�YDOXH�RI�GHILQHG�EHQHILWV�REOLJDWLRQ�OHVV�IDLU�YDOXH�RI�SODQ�DVVHWV���
�
����)XQFWLRQDO�DQG�SUHVHQWDWLRQ�FXUUHQF\�
�
7KH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DUH�SUHVHQWHG�LQ�3KLOLSSLQH�SHVR��଑���ZKLFK�LV�WKH�IXQFWLRQDO�FXUUHQF\�RI�WKH�
*URXS��$OO�ILQDQFLDO�LQIRUPDWLRQ�H[SUHVVHG�LQ�3KLOLSSLQH�SHVR�LV�URXQGHG�RII�WR�WKH�QHDUHVW�WKRXVDQG�SHVR��H[FHSW�
ZKHQ�RWKHUZLVH�LQGLFDWHG��
�
����%DVLV�RI�FRQVROLGDWLRQ�
�
7KH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGH�WKH�ILQDQFLDO�VWDWHPHQWV�RI�WKH�3DUHQW�&RPSDQ\�DQG�LWV�VXEVLGLDULHV��
�
6XEVLGLDULHV� DUH� HQWLWLHV� FRQWUROOHG� E\� WKH� *URXS�� ,Q� DFFRUGDQFH� ZLWK� 3)56� ���� &RQVROLGDWHG� )LQDQFLDO�
6WDWHPHQWV�� WKH�*URXS� FRQWUROV� DQ� HQWLW\�ZKHQ� LW� LV� H[SRVHG� WR�� RU�KDV� WKH� ULJKWV� WR�� YDULDEOH� UHWXUQV� IURP� LWV�
LQYROYHPHQW�ZLWK� WKH�HQWLW\� DQG�KDV� WKH� DELOLW\� WR� DIIHFW� WKRVH� UHWXUQV� WKURXJK� LWV� SRZHU�RYHU� WKH� HQWLW\��7KH�
ILQDQFLDO�VWDWHPHQWV�RI�WKH�VXEVLGLDULHV�DUH�LQFOXGHG�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�IURP�WKH�GDWH�ZKHQ�
WKH�*URXS�REWDLQV�FRQWURO�DQG�FRQWLQXH�WR�EH�FRQVROLGDWHG�XQWLO�WKH�GDWH�ZKHQ�VXFK�FRQWURO�FHDVHV��

�
7KH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DUH�SUHSDUHG�IRU�WKH�VDPH�UHSRUWLQJ�SHULRG�DV�WKH�3DUHQW�&RPSDQ\��XVLQJ�
XQLIRUP�DFFRXQWLQJ�SROLFLHV�IRU�OLNH�WUDQVDFWLRQV�DQG�RWKHU�HYHQWV�LQ�VLPLODU�FLUFXPVWDQFHV��,QWHUJURXS�EDODQFHV�
DQG�WUDQVDFWLRQV��LQFOXGLQJ�LQWHUJURXS�XQUHDOL]HG�SURILWV�DQG�ORVVHV��DUH�HOLPLQDWHG�LQ�SUHSDULQJ�WKH�FRQVROLGDWHG�
ILQDQFLDO�VWDWHPHQWV��
��
� �



�

����%XVLQHVV�FRPELQDWLRQV��
�
%XVLQHVV�FRPELQDWLRQV�DUH�DFFRXQWHG�IRU�XVLQJ�WKH�DFTXLVLWLRQ�PHWKRG��7KH�FRVW�RI�DQ�DFTXLVLWLRQ�LV�PHDVXUHG�DV�
WKH�DJJUHJDWH�RI�WKH�FRQVLGHUDWLRQ�WUDQVIHUUHG�PHDVXUHG�DW�DFTXLVLWLRQ�GDWH�IDLU�YDOXH�DQG�WKH�DPRXQW�RI�DQ\�QRQ�
FRQWUROOLQJ�LQWHUHVW�LQ�WKH�DFTXLUHH��)RU�HDFK�EXVLQHVV�FRPELQDWLRQ��WKH�*URXS�HOHFWV�ZKHWKHU�WR�PHDVXUH�WKH�QRQ�
FRQWUROOLQJ� LQWHUHVW� LQ� WKH�DFTXLUHH�DW�IDLU�YDOXH�RU�DW� WKH�SURSRUWLRQDWH�VKDUH�RI� WKH�DFTXLUHH¶V� LGHQWLILDEOH�QHW�
DVVHWV��$FTXLVLWLRQ�UHODWHG�FRVWV�DUH�H[SHQVHG�DV�LQFXUUHG�DQG�LQFOXGHG�LQ�DGPLQLVWUDWLYH�H[SHQVHV���
�
:KHQ� WKH� *URXS� DFTXLUHV� D� EXVLQHVV�� LW� DVVHVVHV� WKH� ILQDQFLDO� DVVHWV� DQG� ILQDQFLDO� OLDELOLWLHV� DVVXPHG� IRU�
DSSURSULDWH�FODVVLILFDWLRQ�DQG�GHVLJQDWLRQ�LQ�DFFRUGDQFH�ZLWK�WKH�FRQWUDFWXDO�WHUPV��HFRQRPLF�FLUFXPVWDQFHV�DQG�
SHUWLQHQW� FRQGLWLRQV� DV� DW� WKH� DFTXLVLWLRQ� GDWH�� 7KLV� LQFOXGHV� WKH� VHSDUDWLRQ� RI� HPEHGGHG� GHULYDWLYHV� LQ� KRVW�
FRQWUDFWV�E\�WKH�DFTXLUHH���
�
,I�WKH�EXVLQHVV�FRPELQDWLRQ�LV�DFKLHYHG�LQ�VWDJHV��WKH�SUHYLRXVO\�KHOG�HTXLW\�LQWHUHVW�LV�UHPHDVXUHG�DW�LWV�DFTXLVLWLRQ�
GDWH�IDLU�YDOXH�DQG�DQ\�UHVXOWLQJ�JDLQ�RU�ORVV�LV�UHFRJQL]HG�LQ�SURILW�RU�ORVV��$Q\�FRQWLQJHQW�FRQVLGHUDWLRQ�WR�EH�
WUDQVIHUUHG�E\�WKH�DFTXLUHU�ZLOO�EH�UHFRJQL]HG�DW�IDLU�YDOXH�DW�WKH�DFTXLVLWLRQ�GDWH��6XEVHTXHQW�FKDQJHV�WR�WKH�IDLU�
YDOXH�RI�WKH�FRQWLQJHQW�FRQVLGHUDWLRQ��ZKLFK�LV�GHHPHG�WR�EH�DQ�DVVHW�RU�OLDELOLW\��ZLOO�EH�UHFRJQL]HG�LQ�DFFRUGDQFH�
ZLWK�3)56����&RQWLQJHQW�FRQVLGHUDWLRQ�FODVVLILHG�DV�DQ�DVVHW�RU�OLDELOLW\�WKDW�LV�D�ILQDQFLDO�LQVWUXPHQW�DQG�ZLWKLQ�
WKH�VFRSH�RI�3)56����LV�PHDVXUHG�DW�IDLU�YDOXH�ZLWK�FKDQJHV�LQ�IDLU�YDOXH�UHFRJQL]HG�HLWKHU�LQ�SURILW�RU�ORVV�RU�DV�
D�FKDQJH�WR�RWKHU�FRPSUHKHQVLYH�LQFRPH��,I�WKH�FRQWLQJHQW�FRQVLGHUDWLRQ�LV�QRW�ZLWKLQ�WKH�VFRSH�RI�3)56�����LW�LV�
PHDVXUHG�LQ�DFFRUGDQFH�ZLWK�WKH�DSSURSULDWH�3)56��&RQWLQJHQW�FRQVLGHUDWLRQ�WKDW�LV�FODVVLILHG�DV�HTXLW\�LV�QRW�
UHPHDVXUHG�DQG�VXEVHTXHQW�VHWWOHPHQW�LV�DFFRXQWHG�IRU�ZLWKLQ�HTXLW\���
�
*RRGZLOO�LV�LQLWLDOO\�PHDVXUHG�DW�FRVW��EHLQJ�WKH�H[FHVV�RI�WKH�DJJUHJDWH�RI�WKH�FRQVLGHUDWLRQ�WUDQVIHUUHG�DQG�WKH�
DPRXQW�UHFRJQL]HG�IRU�QRQ�FRQWUROOLQJ�LQWHUHVW�RYHU�WKH�QHW�LGHQWLILDEOH�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG��
�
,I� WKH� IDLU� YDOXH�RI� WKH�QHW� DVVHWV� DFTXLUHG� LV� LQ� H[FHVV�RI� WKH� DJJUHJDWH� FRQVLGHUDWLRQ� WUDQVIHUUHG�� WKH�JDLQ� LV�
UHFRJQL]HG�LQ�SURILW�RU�ORVV���
�
$IWHU�LQLWLDO�UHFRJQLWLRQ��JRRGZLOO�LV�PHDVXUHG�DW�FRVW�OHVV�DQ\�DFFXPXODWHG�LPSDLUPHQW�ORVVHV��)RU�WKH�SXUSRVH�RI�
LPSDLUPHQW�WHVWLQJ��JRRGZLOO�DFTXLUHG�LQ�D�EXVLQHVV�FRPELQDWLRQ�LV��IURP�WKH�DFTXLVLWLRQ�GDWH��DOORFDWHG�WR�HDFK�
RI�WKH�*URXS¶V�FDVK�JHQHUDWLQJ�XQLWV� �&*8��WKDW�DUH�H[SHFWHG�WR�EHQHILW� IURP�WKH�FRPELQDWLRQ��LUUHVSHFWLYH�RI�
ZKHWKHU�RWKHU�DVVHWV�RU�OLDELOLWLHV�RI�WKH�DFTXLUHH�DUH�DVVLJQHG�WR�WKRVH�XQLWV��
�
7UDQVDFWLRQV�ZLWK�QRQ�FRQWUROOLQJ�LQWHUHVWV�
7KH�*URXS¶V�WUDQVDFWLRQV�ZLWK�QRQ�FRQWUROOLQJ�LQWHUHVWV�WKDW�GR�QRW�UHVXOW�LQ�ORVV�RI�FRQWURO�DUH�DFFRXQWHG�IRU�DV�
HTXLW\� WUDQVDFWLRQV� ±� WKDW� LV�� DV� WUDQVDFWLRQV�ZLWK� WKH� RZQHUV� RI� WKH�*URXS� LQ� WKHLU� FDSDFLW\� DV� RZQHUV�� � 7KH�
GLIIHUHQFH�EHWZHHQ�WKH�IDLU�YDOXH�RI�DQ\�FRQVLGHUDWLRQ�SDLG�DQG�WKH�UHOHYDQW�VKDUH�DFTXLUHG�RI�WKH�FDUU\LQJ�YDOXH�
RI� WKH�QHW�DVVHWV�RI� WKH�VXEVLGLDU\� LV�UHFRJQL]HG� LQ�HTXLW\�� �'LVSRVDOV�RI�HTXLW\� LQYHVWPHQWV� WR�QRQ�FRQWUROOLQJ�
LQWHUHVWV�UHVXOWV�LQ�JDLQV�DQG�ORVVHV�IRU�WKH�*URXS�WKDW�DUH�DOVR�UHFRJQL]HG�LQ�HTXLW\��
�
/RVV�RI�FRQWURO�DQG�GLVSRVDO�RI�VXEVLGLDULHV�
:KHQ�WKH�*URXS�FHDVHV�WR�KDYH�FRQWURO�RYHU�D�VXEVLGLDU\��DQ\�UHWDLQHG�LQWHUHVW�LQ�WKH�HQWLW\�LV�UH�PHDVXUHG�WR�LWV�
IDLU�YDOXH�DW�WKH�GDWH�ZKHQ�FRQWURO�LV�ORVW��ZLWK�WKH�FKDQJH�LQ�FDUU\LQJ�DPRXQW�UHFRJQL]HG�LQ�SURILW�RU�ORVV���7KH�
IDLU�YDOXH�LV�WKH�LQLWLDO�FDUU\LQJ�DPRXQW�IRU�WKH�SXUSRVHV�RI�VXEVHTXHQWO\�DFFRXQWLQJ�IRU�WKH�UHWDLQHG�LQWHUHVW�DV�DQ�
DVVRFLDWH��MRLQW�YHQWXUH�RU�ILQDQFLDO�DVVHW��$�FKDQJH�LQ�WKH�RZQHUVKLS�LQWHUHVW�RI�D�VXEVLGLDU\��ZLWKRXW�D� ORVV�RI�
FRQWURO��LV�DFFRXQWHG�IRU�DV�DQ�HTXLW\�WUDQVDFWLRQ��,I�WKH�3DUHQW�&RPSDQ\�ORVHV�FRQWURO�RYHU�WKH�VXEVLGLDU\��LW��
�

�� GHUHFRJQL]HV�WKH�DVVHWV��LQFOXGLQJ�JRRGZLOO��DQG�OLDELOLWLHV�RI�WKH�VXEVLGLDU\��
�� GHUHFRJQL]HV�WKH�FDUU\LQJ�DPRXQW�RI�DQ\�QRQ�FRQWUROOLQJ�LQWHUHVW��
�� GHUHFRJQL]HV�WKH�FXPXODWLYH�WUDQVDFWLRQ�GLIIHUHQFHV�UHFRUGHG�LQ�HTXLW\��
�� UHFRJQL]HV�WKH�IDLU�YDOXH�RI�WKH�FRQVLGHUDWLRQ�UHFHLYHG��
�� UHFRJQL]HV�WKH�IDLU�YDOXH�RI�WKH�DQ\�LQYHVWPHQW�UHWDLQHG��
�� UHFRJQL]HV�DQ\�VXUSOXV�RU�GHILFLW�LQ�SURILW�RU�ORVV��
�� UHFODVVLILHV� WKH�SDUHQW¶V� VKDUH�RI� FRPSRQHQWV�SUHYLRXVO\� UHFRJQL]HG� LQ�2&,� WR�SURILW�RU� ORVV� UHWDLQHG�

HDUQLQJV��DV�DSSURSULDWH��
�
�
�
�



�

����8VH�RI�MXGJPHQW�DQG�HVWLPDWHV�
�
7KH� SUHSDUDWLRQ� RI� WKH�*URXS¶V� ILQDQFLDO� VWDWHPHQWV� UHTXLUHV�PDQDJHPHQW� WR�PDNH� MXGJPHQWV�� HVWLPDWHV� DQG�
DVVXPSWLRQV�WKDW�DIIHFW�WKH�DPRXQWV�UHSRUWHG�LQ�WKH�*URXS¶V�ILQDQFLDO�VWDWHPHQWV�DQG�DFFRPSDQ\LQJ�QRWHV��
�
-XGJPHQWV� DUH� PDGH� E\� PDQDJHPHQW� LQ� WKH� GHYHORSPHQW�� VHOHFWLRQ� DQG� GLVFORVXUH� RI� WKH� *URXS� VLJQLILFDQW�
DFFRXQWLQJ�SROLFLHV�DQG�HVWLPDWHV�DQG�WKH�DSSOLFDWLRQ�RI�WKHVH�SROLFLHV�DQG�HVWLPDWHV��
�
7KH�HVWLPDWHV�DQG�DVVXPSWLRQV�DUH�UHYLHZHG�RQ�DQ�RQ�JRLQJ�EDVLV���7KHVH�DUH�EDVHG�RQ�PDQDJHPHQW¶V�HYDOXDWLRQ�
RI�UHOHYDQW�IDFWV�DQG�FLUFXPVWDQFHV�DV�RI�WKH�UHSRUWLQJ�GDWH���$FWXDO�UHVXOWV�FRXOG�GLIIHU�IURP�VXFK�HVWLPDWHV��
�
5HYLVLRQ� WR�DFFRXQWLQJ�HVWLPDWHV� DUH� UHFRJQL]HG� LQ� WKH�SHULRG� LQ�ZKLFK� WKH�HVWLPDWH� LV� UHYLVHG� LI� WKH� UHYLVLRQ�
DIIHFWV�RQO\�WKDW�SHULRG�RU�LQ�WKH�SHULRG�RI�WKH�UHYLVLRQ�DQG�IXWXUH�SHULRGV�LI�WKH�UHYLVLRQ�DIIHFWV�ERWK�FXUUHQW�DQG�
IXWXUH�SHULRGV��
�
7KH� DUHDV�ZKHUH� VLJQLILFDQW� MXGJPHQWV� DQG� HVWLPDWHV�KDYH�EHHQ�PDGH� LQ�SUHSDULQJ� WKH�FRQVROLGDWHG� ILQDQFLDO�
VWDWHPHQWV�DQG�WKHLU�HIIHFWV�DUH�GLVFORVHG�LQ�1RWH����
�
����$GRSWLRQ�RI�QHZ�DQG�UHYLVHG�DFFRXQWLQJ�VWDQGDUGV�
�
7KH�*URXS¶V�DFFRXQWLQJ�SROLFLHV�DUH�FRQVLVWHQW�ZLWK�WKRVH�RI�WKH�SUHYLRXV�ILQDQFLDO�\HDU��H[FHSW�IRU�WKH�DGRSWLRQ�
RI�WKH�IROORZLQJ�QHZ�DFFRXQWLQJ�SURQRXQFHPHQWV��
�
1HZ�DQG�$PHQGHG�$FFRXQWLQJ�6WDQGDUGV�(IIHFWLYH�LQ������
�
7KH�DFFRXQWLQJ�SROLFLHV�DGRSWHG�DUH�FRQVLVWHQW�ZLWK�WKRVH�RI�WKH�SUHYLRXV�ILQDQFLDO�\HDU��H[FHSW�IRU�WKH�DGRSWLRQ�
RI�WKH�IROORZLQJ�QHZ�DQG�DPHQGHG�3)56�ZKLFK�WKH�*URXS�DGRSWHG��
�
(IIHFWLYH�EHJLQQLQJ�RQ�RU�DIWHU�-DQXDU\���������
�
$PHQGPHQWV�WR�3$6����&ODVVLILFDWLRQ�RI�/LDELOLWLHV�DV�&XUUHQW�RU�1RQ�FXUUHQW�±�WKH�DPHQGPHQWV�SURYLGH�D�PRUH�
JHQHUDO�DSSURDFK�WR�WKH�FODVVLILFDWLRQ�RI�OLDELOLWLHV�XQGHU�3$6���EDVHG�RQ�WKH�FRQWUDFWXDO�DUUDQJHPHQWV�LQ�SODFH�DW�
WKH�UHSRUWLQJ�GDWH��7KH�DPHQGPHQWV�DIIHFW�RQO\�WKH�SUHVHQWDWLRQ�RI�OLDELOLWLHV�LQ�WKH�VWDWHPHQW�RI�ILQDQFLDO�SRVLWLRQ�
QRW�WKH�DPRXQW�RU�WLPLQJ�RI�UHFRJQLWLRQ�RI�DQ\�DVVHW��OLDELOLW\�LQFRPH�RU�H[SHQVHV��RU�WKH�LQIRUPDWLRQ�WKDW�HQWLWLHV�
GLVFORVH�DERXW�WKRVH�LWHPV��7R��

�� FODULI\�WKDW�WKH�FODVVLILFDWLRQ�RI�OLDELOLWLHV�DV�FXUUHQW�RU�QRQ�FXUUHQW�VKRXOG�EH�EDVHG�RQ�ULJKWV�WKDW�DUH�LQ�
H[LVWHQFH�DW�WKH�HQG�RI�WKH�UHSRUWLQJ�SHULRG�DQG�DOLJQ�WKH�ZRUGLQJ�LQ�DOO�DIIHFWHG�SDUDJUDSKV�WR�UHIHU�WR�
WKH��ULJKW��WR�GHIHU�VHWWOHPHQW�E\�DW�OHDVW�WZHOYH�PRQWKV�DQG�PDNH�H[SOLFLW�WKDW�RQO\�ULJKWV�LQ�SODFH��DW�
WKH�HQG�RI�WKH�UHSRUWLQJ�SHULRG��VKRXOG�DIIHFW�WKH�FODVVLILFDWLRQ�RI�D�OLDELOLW\��

�� FODULI\�WKDW�FODVVLILFDWLRQ�LV�XQDIIHFWHG�E\�H[SHFWDWLRQV�DERXW�ZKHWKHU�DQ�HQWLW\�ZLOO�H[HUFLVH�LWV�ULJKW�WR�
GHIHU�VHWWOHPHQW�RI�D�OLDELOLW\��DQG�

�� PDNH�FOHDU� WKDW�VHWWOHPHQW� UHIHUV� WR�WKH� WUDQVIHU� WR� WKH�FRXQWHUSDUW\�RI�FDVK��HTXLW\� LQVWUXPHQWV��RWKHU�
DVVHWV�RU�VHUYLFHV��

�
7KH�*URXS�LV�VWLOO�DVVHVVLQJ�WKH�LPSDFW�RI�WKH�SUHFHGLQJ�DPHQGPHQWV�WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��
�
$PHQGPHQWV� WR� 3)56� ���� ,QVXUDQFH� &RQWUDFWV� ±� WKH� DPHQGPHQWV¶� SXUSRVH� LV� WR� DGGUHVV� FRQFHUQV� DQG�
LPSOHPHQWDWLRQ�FKDOOHQJHV�WKDW�ZHUH�LGHQWLILHG�DIWHU�3)56����
,QVXUDQFH�&RQWUDFWV
�ZDV�SXEOLVKHG�LQ�������7KH�
PDLQ�FKDQJHV�DUH��GHIHUUDO�RI�WKH�GDWH�RI�LQLWLDO�DSSOLFDWLRQ�RI�3)56����E\�WZR�\HDUV�WR�DQQXDO�SHULRGV�EHJLQQLQJ�
RQ�RU�DIWHU�-DQXDU\����������DGGLWLRQDO�VFRSH�H[FOXVLRQ�IRU�FUHGLW�FDUG�FRQWUDFWV�DQG�VLPLODU�FRQWUDFWV�WKDW�SURYLGH�
LQVXUDQFH�FRYHUDJH�DV�ZHOO�DV�RSWLRQDO�VFRSH�H[FOXVLRQ�IRU�ORDQ�FRQWUDFWV�WKDW�WUDQVIHU�VLJQLILFDQW�LQVXUDQFH�ULVN��
UHFRJQLWLRQ� RI� LQVXUDQFH� DFTXLVLWLRQ� FDVK� IORZV� UHODWLQJ� WR� H[SHFWHG� FRQWUDFW� UHQHZDOV�� LQFOXGLQJ� WUDQVLWLRQ�
SURYLVLRQV� DQG�JXLGDQFH� IRU� LQVXUDQFH� DFTXLVLWLRQ� FDVK� IORZV� UHFRJQL]HG� LQ� D�EXVLQHVV� DFTXLUHG� LQ� D� EXVLQHVV�
FRPELQDWLRQ�� H[WHQVLRQ� RI� WKH� ULVN� PLWLJDWLRQ� RSWLRQ� WR� LQFOXGH� UHLQVXUDQFH� FRQWUDFWV� KHOG� DQG� QRQ�ILQDQFLDO�
GHULYDWLYHV��DPHQGPHQWV� WR� UHTXLUH�DQ�HQWLW\� WKDW�DW� LQLWLDO� UHFRJQLWLRQ�UHFRJQL]HV�ORVVHV�RQ�RQHURXV� LQVXUDQFH�
FRQWUDFWV� LVVXHG� WR� DOVR� UHFRJQL]H� D� JDLQ� RQ� UHLQVXUDQFH� FRQWUDFWV� KHOG�� VLPSOLILHG� SUHVHQWDWLRQ� RI� LQVXUDQFH�
FRQWUDFWV� LQ� WKH� VWDWHPHQW� RI� ILQDQFLDO� SRVLWLRQ� VR� WKDW� HQWLWLHV� ZRXOG� SUHVHQW� LQVXUDQFH� FRQWUDFW� DVVHWV� DQG�
OLDELOLWLHV� LQ� WKH� VWDWHPHQW�RI� ILQDQFLDO� SRVLWLRQ� GHWHUPLQHG�XVLQJ� SRUWIROLRV�RI� LQVXUDQFH� FRQWUDFWV� UDWKHU� WKDQ�
JURXSV�RI�LQVXUDQFH�FRQWUDFWV��DQG�VHYHUDO�VPDOO�DPHQGPHQWV�UHJDUGLQJ�PLQRU�DSSOLFDWLRQ�LVVXHV��
�



�

3)56����HVWDEOLVKHV� WKH�SULQFLSOHV� IRU� WKH�UHFRJQLWLRQ��PHDVXUHPHQW��SUHVHQWDWLRQ�DQG�GLVFORVXUH�RI� LQVXUDQFH�
FRQWUDFWV�ZLWKLQ�WKH�VFRSH�RI�WKH�VWDQGDUG��7KH�REMHFWLYH�RI�3)56����LV�WR�HQVXUH�WKDW�DQ�HQWLW\�SURYLGHV�UHOHYDQW�
LQIRUPDWLRQ� WKDW� IDLWKIXOO\� UHSUHVHQWV� WKRVH� FRQWUDFWV�� 7KLV� LQIRUPDWLRQ� JLYHV� D� EDVLV� IRU� XVHUV� RI� ILQDQFLDO�
VWDWHPHQWV� WR� DVVHVV� WKH� HIIHFW� WKDW� LQVXUDQFH� FRQWUDFWV� KDYH� RQ� WKH� HQWLW\
V� ILQDQFLDO� SRVLWLRQ�� ILQDQFLDO�
SHUIRUPDQFH�DQG�FDVK�IORZV��
�
7KH� DPHQGPHQWV� DUH� QRW� H[SHFWHG� WR� KDYH� D� VLJQLILFDQW� LPSDFW� RQ� WKH� SUHSDUDWLRQ� RI� FRQVROLGDWHG� ILQDQFLDO�
VWDWHPHQWV��
�
'LVFORVXUH� RI� $FFRXQWLQJ� 3ROLFLHV� �$PHQGPHQWV� WR� 3$6� ��� 3UHVHQWDWLRQ� RI� )LQDQFLDO� 6WDWHPHQWV�� DQG� ,)56�
3UDFWLFH� 6WDWHPHQW� ��� 0DNLQJ� 0DWHULDOLW\� -XGJHPHQWV��� FRQWLQXHV� WKH� ,$6%
V� FODULILFDWLRQV� RQ� DSSO\LQJ� WKH�
FRQFHSW�RI�PDWHULDOLW\��7KHVH�DPHQGPHQWV�KHOS�FRPSDQLHV�SURYLGH�XVHIXO�DFFRXQWLQJ�SROLF\�GLVFORVXUHV��DQG�WKH\�
LQFOXGH��
�

x� UHTXLULQJ�FRPSDQLHV�WR�GLVFORVH�WKHLU�PDWHULDO�DFFRXQWLQJ�SROLFLHV�LQVWHDG�RI�WKHLU�VLJQLILFDQW�DFFRXQWLQJ�
SROLFLHV��

x� FODULI\LQJ� WKDW� DFFRXQWLQJ� SROLFLHV� UHODWHG� WR� LPPDWHULDO� WUDQVDFWLRQV�� RWKHU� HYHQWV� RU� FRQGLWLRQV� DUH�
WKHPVHOYHV�LPPDWHULDO�DQG�GR�QRW�QHHG�WR�EH�GLVFORVHG��DQG�

x� FODULI\LQJ�WKDW�QRW�DOO�DFFRXQWLQJ�SROLFLHV�WKDW�UHODWH�WR�PDWHULDO�WUDQVDFWLRQV��RWKHU�HYHQWV�RU�FRQGLWLRQV�
DUH�WKHPVHOYHV�PDWHULDO��

�
7KH�,$6%�DOVR�DPHQGHG�,)56�3UDFWLFH�6WDWHPHQW���WR�LQFOXGH�JXLGDQFH�DQG�H[DPSOHV�RQ�DSSO\LQJ�PDWHULDOLW\�WR�
DFFRXQWLQJ�SROLF\�GLVFORVXUHV��
�
7KH�*URXS�LV�VWLOO�DVVHVVLQJ�WKH�LPSDFW�RI�WKH�SUHFHGLQJ�DPHQGPHQWV�WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��
�
'HILQLWLRQ� RI� $FFRXQWLQJ� (VWLPDWHV� �$PHQGPHQWV� WR� 3$6� ��� $FFRXQWLQJ� 3ROLFLHV�� &KDQJHV� LQ� $FFRXQWLQJ�
(VWLPDWHV� DQG� (UURUV��� FODULILHV� KRZ� FRPSDQLHV� GLVWLQJXLVK� FKDQJHV� LQ� DFFRXQWLQJ� SROLFLHV� IURP� FKDQJHV� LQ�
DFFRXQWLQJ�HVWLPDWHV��ZLWK�D�SULPDU\�IRFXV�RQ�WKH�GHILQLWLRQ�RI�DQG�FODULILFDWLRQV�RQ�DFFRXQWLQJ�HVWLPDWHV��7KH�
GLVWLQFWLRQ� EHWZHHQ� WKH� WZR� LV� LPSRUWDQW� EHFDXVH� FKDQJHV� LQ� DFFRXQWLQJ� SROLFLHV� DUH� DSSOLHG� UHWURVSHFWLYHO\��
ZKHUHDV�FKDQJHV�LQ�DFFRXQWLQJ�HVWLPDWHV�DUH�DSSOLHG�SURVSHFWLYHO\��
�
7KH�DPHQGPHQWV�FODULI\�WKDW�DFFRXQWLQJ�HVWLPDWHV�DUH�PRQHWDU\�DPRXQWV� LQ�WKH�ILQDQFLDO�VWDWHPHQWV�VXEMHFW�WR�
PHDVXUHPHQW� XQFHUWDLQW\�� 7KH� DPHQGPHQWV� DOVR� FODULI\� WKH� UHODWLRQVKLS� EHWZHHQ� DFFRXQWLQJ� SROLFLHV� DQG�
DFFRXQWLQJ�HVWLPDWHV�E\�VSHFLI\LQJ�WKDW�D�FRPSDQ\�GHYHORSV�DQ�DFFRXQWLQJ�HVWLPDWH�WR�DFKLHYH�WKH�REMHFWLYH�VHW�
RXW�E\�DQ�DFFRXQWLQJ�SROLF\��
�
3$6����$FFRXQWLQJ�3ROLFLHV��&KDQJHV�LQ�$FFRXQWLQJ�(VWLPDWHV�DQG�(UURUV��LV�DSSOLHG�LQ�VHOHFWLQJ�DQG�DSSO\LQJ�
DFFRXQWLQJ�SROLFLHV�� DFFRXQWLQJ�IRU�FKDQJHV� LQ�HVWLPDWHV� DQG� UHIOHFWLQJ� FRUUHFWLRQV� RI�SULRU�SHULRG� HUURUV��7KH�
VWDQGDUG�UHTXLUHV�FRPSOLDQFH�ZLWK�DQ\�VSHFLILF�3)56�DSSO\LQJ�WR�D�WUDQVDFWLRQ��HYHQW�RU�FRQGLWLRQ��DQG�SURYLGHV�
JXLGDQFH� RQ� GHYHORSLQJ� DFFRXQWLQJ� SROLFLHV� IRU� RWKHU� LWHPV� WKDW� UHVXOW� LQ� UHOHYDQW� DQG� UHOLDEOH� LQIRUPDWLRQ��
&KDQJHV� LQ� DFFRXQWLQJ�SROLFLHV� DQG�FRUUHFWLRQV�RI� HUURUV� DUH� JHQHUDOO\� UHWURVSHFWLYHO\� DFFRXQWHG� IRU��ZKHUHDV�
FKDQJHV�LQ�DFFRXQWLQJ�HVWLPDWHV�DUH�JHQHUDOO\�DFFRXQWHG�IRU�RQ�D�SURVSHFWLYH�EDVLV��
�
7KH�*URXS�LV�VWLOO�DVVHVVLQJ�WKH�LPSDFW�RI�WKH�SUHFHGLQJ�DPHQGPHQWV�WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��
�
'HIHUUHG�7D[�UHODWHG�WR�$VVHWV�DQG�/LDELOLWLHV�DULVLQJ�IURP�D�6LQJOH�7UDQVDFWLRQ��$PHQGPHQWV�WR�3$6�����,QFRPH�
7D[HV���FODULILHV�KRZ�FRPSDQLHV�DFFRXQW�IRU�GHIHUUHG�WD[HV�RQ�WUDQVDFWLRQV�VXFK�DV�OHDVHV�DQG�GHFRPPLVVLRQLQJ�
REOLJDWLRQV��ZLWK�D�IRFXV�RQ�UHGXFLQJ�GLYHUVLW\�LQ�SUDFWLFH���
�
7KH�DPHQGPHQWV�QDUURZ�WKH�VFRSH�RI�WKH�LQLWLDO�UHFRJQLWLRQ�H[HPSWLRQ�VR�WKDW�LW�GRHV�QRW�DSSO\�WR�WUDQVDFWLRQV�
WKDW� JLYH� ULVH� WR� HTXDO� DQG� RIIVHWWLQJ� WHPSRUDU\� GLIIHUHQFHV��$V� D� UHVXOW�� FRPSDQLHV�ZLOO� QHHG� WR� UHFRJQL]H� D�
GHIHUUHG�WD[�DVVHW�DQG�D�GHIHUUHG�WD[�OLDELOLW\�IRU�WHPSRUDU\�GLIIHUHQFHV�DULVLQJ�RQ�LQLWLDO�UHFRJQLWLRQ�RI�D�OHDVH�DQG�
D�GHFRPPLVVLRQLQJ�SURYLVLRQ��
�
3$6������,QFRPH�7D[HV��LPSOHPHQWV�D�VR�FDOOHG�
FRPSUHKHQVLYH�EDODQFH�VKHHW�PHWKRG
�RI�DFFRXQWLQJ�IRU�LQFRPH�
WD[HV� ZKLFK� UHFRJQL]HV� ERWK� WKH� FXUUHQW� WD[� FRQVHTXHQFHV� RI� WUDQVDFWLRQV� DQG� HYHQWV� DQG� WKH� IXWXUH� WD[�
FRQVHTXHQFHV� RI� WKH� IXWXUH� UHFRYHU\�RU� VHWWOHPHQW� RI� WKH� FDUU\LQJ� DPRXQW� RI� DQ� HQWLW\
V� DVVHWV� DQG� OLDELOLWLHV��
'LIIHUHQFHV�EHWZHHQ�WKH�FDUU\LQJ�DPRXQW�DQG�WD[�EDVH�RI�DVVHWV�DQG�OLDELOLWLHV��DQG�FDUULHG�IRUZDUG�WD[�ORVVHV�DQG�



�

FUHGLWV��DUH�UHFRJQL]HG��ZLWK�OLPLWHG�H[FHSWLRQV��DV�GHIHUUHG�WD[�OLDELOLWLHV�RU�GHIHUUHG�WD[�DVVHWV��ZLWK�WKH�ODWWHU�
DOVR�EHLQJ�VXEMHFW�WR�D�
SUREDEOH�SURILWV
�WHVW��
�
7KH�*URXS�LV�VWLOO�DVVHVVLQJ�WKH�LPSDFW�RI�WKH�SUHFHGLQJ�DPHQGPHQWV�WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��
�
1HZ�DQG�$PHQGHG�6WDQGDUGV�(IIHFWLYH�6XEVHTXHQW�WR������EXW�QRW�(DUO\�$GRSWHG�
�
3URQRXQFHPHQWV�LVVXHG�EXW�QRW�\HW�HIIHFWLYH�DV�DW�'HFHPEHU����������DUH�OLVWHG�EHORZ�� �7KH�*URXS�LQWHQGV�WR�
DGRSW�WKH�IROORZLQJ�SURQRXQFHPHQWV�ZKHQ�WKH\�EHFRPH�HIIHFWLYH���([FHSW�DV�RWKHUZLVH�LQGLFDWHG��WKH�*URXS�GRHV�
QRW�H[SHFW�WKH�DGRSWLRQ�RI�WKHVH�QHZ�SURQRXQFHPHQWV�WR�KDYH�D�VLJQLILFDQW�LPSDFW�RQ�WKH�FRQVROLGDWHG�ILQDQFLDO�
VWDWHPHQWV��
�
(IIHFWLYH�EHJLQQLQJ�RQ�RU�DIWHU�-DQXDU\���������
�
/HDVH�/LDELOLW\�LQ�D�6DOH�DQG�/HDVHEDFN��$PHQGPHQWV�WR�3)56�����
7KH�DPHQGPHQWV�FRQILUP�WKH�IROORZLQJ��
�

x� 2Q�LQLWLDO�UHFRJQLWLRQ��WKH�VHOOHU�OHVVHH�LQFOXGHV�YDULDEOH�OHDVH�SD\PHQWV�ZKHQ�LW�PHDVXUHV�D�OHDVH�OLDELOLW\�
DULVLQJ�IURP�D�VDOH�DQG�OHDVHEDFN�WUDQVDFWLRQ��
�

x� $IWHU�LQLWLDO�UHFRJQLWLRQ��WKH�VHOOHU�OHVVHH�DSSOLHV�WKH�JHQHUDO�UHTXLUHPHQWV�IRU�VXEVHTXHQW�DFFRXQWLQJ�RI�
WKH�OHDVH�OLDELOLW\�VXFK�WKDW�LW�UHFRJQL]HG�QR�JDLQ�RU�ORVV�UHODWLQJ�WR�WKH�ULJKW�RI�XVH�LW�UHWDLQV��

�
$�VHOOHU�OHVVHH�PD\�DGRSW�GLIIHUHQW�DSSURDFKHV�WKDW�VDWLVI\�WKH�QHZ�UHTXLUHPHQWV�RQ�VXEVHTXHQW�PHDVXUHPHQW��)RU�
H[DPSOH��WKH�VHOOHU�OHVVHH�FRXOG�GHWHUPLQH�WKH�OHDVH�SD\PHQWV�WR�EH�GHGXFWHG�IURP�WKH�OHDVH�OLDELOLW\�DV�H[SHFWHG�
OHDVH�SD\PHQWV�RU�DV�HTXDO�SHULRGLF�SD\PHQWV�RYHU�WKH�OHDVH�WHUP��ZLWK�WKH�GLIIHUHQFH�EHWZHHQ�WKRVH�SD\PHQWV�
DQG�DPRXQWV�DFWXDOO\�SDLG�UHFRJQL]HG�LQ�SURILW�RU�ORVV��

�
7KH�DPHQGPHQWV�DUH�HIIHFWLYH�IRU�DQQXDO�UHSRUWLQJ�SHULRGV�EHJLQQLQJ�RQ�RU�DIWHU�-DQXDU\����������ZLWK�HDUOLHU�
DSSOLFDWLRQ�SHUPLWWHG��8QGHU�3$6����D�VHOOHU�OHVVHH�ZLOO�QHHG�WR�DSSO\�WKH�DPHQGPHQWV�UHWURVSHFWLYHO\�WR�VDOH�
DQG�OHDVHEDFN�WUDQVDFWLRQV�HQWHUHG�LQWR�RU�DIWHU�WKH�GDWH�RI�LQLWLDO�DSSOLFDWLRQ�RI�3)56�����
�
&ODVVLILFDWLRQ� RI� /LDELOLWLHV� DV� &XUUHQW� RU� 1RQFXUUHQW� ±� ����� DPHQGPHQWV� DQG� 1RQ�&XUUHQW� /LDELOLWLHV� ZLWK�
&RYHQDQWV�±������DPHQGPHQWV��$PHQGPHQWV�WR�3$6����3UHVHQWDWLRQ�RI�)LQDQFLDO�6WDWHPHQWV���
7R�SURPRWH�FRQVLVWHQF\�LQ�DSSOLFDWLRQ�DQG�FODULI\�WKH�UHTXLUHPHQWV�RQ�GHWHUPLQLQJ�ZKHWKHU�D�OLDELOLW\�LV�FXUUHQW�
RU�QRQFXUUHQW��WKH�DPHQGPHQWV��

x� 5HPRYHG�WKH�UHTXLUHPHQW�IRU�D�ULJKW�WR�GHIHU�VHWWOHPHQW�RI�D�OLDELOLW\�IRU�DW�OHDVW�WZHOYH�PRQWKV�DIWHU�WKH�
UHSRUWLQJ�SHULRG�WR�EH�XQFRQGLWLRQDO�DQG�LQVWHDG�UHTXLUHG�WKDW�WKH�ULJKW�PXVW�KDYH�VXEVWDQFH�DQG�H[LVW�DW�
WKH�HQG�RI�WKH�UHSRUWLQJ�SHULRG��

x� &ODULILHG�WKDW�RQO\�FRYHQDQWV�ZLWK�ZKLFK�D�FRPSDQ\�PXVW�FRPSO\�RQ�RU�EHIRUH�WKH�UHSRUWLQJ�GDWH�DIIHFW�
WKH�FODVVLILFDWLRQ�RI�D�OLDELOLW\�DV�FXUUHQW�RU�QRQ�FXUUHQW�DQG�FRYHQDQWV�ZLWK�ZKLFK�WKH�HQWLW\�PXVW�FRPSO\�
DIWHU�WKH�UHSRUWLQJ�GDWH�GR�QRW�DIIHFW�D�OLDELOLW\¶V�FODVVLILFDWLRQ�DW�WKDW�GDWH��

x� 3URYLGHG�DGGLWLRQDO�GLVFORVXUH�UHTXLUHPHQWV�IRU�QRQ�FXUUHQW�OLDELOLWLHV�VXEMHFW�WR�FRQGLWLRQV�ZLWKLQ�WZHOYH�
PRQWKV�DIWHU� WKH�UHSRUWLQJ�SHULRG� WR�HQDEOH�WKH�DVVHVVPHQW�RI� WKH�ULVN� WKDW� WKH�OLDELOLW\�FRXOG�EHFRPH�
UHSD\DEOH�ZLWKLQ�WZHOYH�PRQWKV��DQG�

x� &ODULILHG� WKDW� VHWWOHPHQW�RI� D� OLDELOLW\� LQFOXGHV� WUDQVIHUULQJ� DQ� HQWLW\¶V�RZQ�HTXLW\� LQVWUXPHQWV� WR� WKH�
FRXQWHUSDUW\��EXW�FRQYHUVLRQ�RSWLRQV�WKDW�DUH�FODVVLILHG�DV�HTXLW\�GR�QRW�DIIHFW�FODVVLILFDWLRQ�RI�WKH�OLDELOLW\�
DV�FXUUHQW�RU�QRQFXUUHQW��
�

7KH�DPHQGPHQWV�ZLOO�DSSO\�UHWURVSHFWLYHO\�IRU�DQQXDO�UHSRUWLQJ�SHULRGV�EHJLQQLQJ�RQ�RU�DIWHU�-DQXDU\����������
ZLWK�HDUOLHU�DSSOLFDWLRQ�SHUPLWWHG��(QWLWLHV�WKDW�KDYH�HDUO\�DSSOLHG�WKH������DPHQGPHQWV�PD\�UHWDLQHG�DSSOLFDWLRQ�
XQWLO�WKH������DPHQGPHQWV�DUH�DSSOLHG��(QWLWLHV�WKDW�ZLOO�HDUO\�DSSO\�WKH������DPHQGPHQWV�DIWHU�LVVXH�RI�WKH������
DPHQGPHQWV�PXVW�DSSO\�ERWK�DPHQGPHQWV�DW�WKH�VDPH�WLPH��

�
(IIHFWLYH�EHJLQQLQJ�RQ�RU�DIWHU�-DQXDU\���������
�



�

3)56�����,QVXUDQFH�&RQWUDFWV�
3)56� ��� UHSODFHG� WKH� LQWHULP� � VWDQGDUG�� 3)56���� ,QVXUDQFH�&RQWUDFWV��5HIOHFWLQJ� WKH�YLHZ� WKDW� DQ� LQVXUDQFH�
FRQWUDFW�FRPELQHV�IHDWXUHV�RI�ERWK�D�ILQDQFLDO� LQVWUXPHQW�DQG�D�VHUYLFH�FRQWUDFW��DQG�FRQVLGHULQJ�WKDW�IDFW� WKDW�
PDQ\�LQVXUDQFH�FRQWUDFWV�JHQHUDWH�FDVK�IORZV�ZLWK�VXEVWDQWLDO�YDULDELOLW\�RYHU�D�ORQJ�SHULRG��3)56����LQWURGXFHV�
D�QHZ�DSSURDFK�WKDW��

�
�D�� &RPELQHV�FXUUHQW�PHDVXUHPHQW�RI�WKH�IXWXUH�FDVK�IORZV�ZLWK�WKH�UHFRJQLWLRQ�RI�SURILW�RYHU�WKH�SHULRG�

VHUYLFHV�DUH�SURYLGHG�XQGHU�WKH�FRQWUDFW��
�E�� 3UHVHQWV� LQVXUDQFH� VHUYLFH� UHVXOWV� �LQFOXGLQJ� SUHVHQWDWLRQ� RI� LQVXUDQFH� UHYHQXH�� VHSDUDWHO\� IURP�

LQVXUDQFH�ILQDQFH�LQFRPH�RU�H[SHQVHV��DQG�
�F�� 5HTXLUHV�DQ�HQWLW\�WR�PDNH�DQ�DFFRXQWLQJ�SROLF\�FKRLFH�SRUWIROLR�E\�SRUWIROLR�RI�ZKHWKHU�WR�UHFRJQL]H�

DOO�LQVXUDQFH�ILQDQFH�LQFRPH�RU�H[SHQVHV�IRU�WKH�UHSRUWLQJ�SHULRG�LQ�SURILW�RU�ORVV�RU�WR�UHFRJQL]H�VRPH�
RI�WKDW�LQFRPH�RU�H[SHQVHV�LQ�RWKHU�FRPSUHKHQVLYH�LQFRPH��

�
8QGHU�3)56�����JURXSV�RI�LQVXUDQFH�FRQWUDFWV�DUH�PHDVXUHG�EDVHG�RQ�IXOILOOPHQW�FDVK�IORZV��ZKLFK�UHSUHVHQW�WKH�
ULVN�DGMXVWHG�SUHVHQW�YDOXH�RI�WKH�HQWLW\¶V�ULJKWV�DQG�REOLJDWLRQV�WR�WKH�SROLF\�KROGHUV��DQG�D�FRQWUDFWXDO�VHUYLFH�
PDUJLQ��ZKLFK�UHSUHVHQWV�WKH�XQHDUQHG�SURILW�WKH�HQWLW\�ZLOO�UHFRJQL]H�DV�LW�SURYLGHV�VHUYLFHV�RYHU�WKH�FRYHUDJH�
SHULRG��6XEVHTXHQW�WR�LQLWLDO�UHFRJQLWLRQ��WKH�OLDELOLW\�RI�D�JURXS�RI�LQVXUDQFH�FRQWUDFWV�UHSUHVHQWV�WKH�OLDELOLW\�IRU�
UHPDLQLQJ� FRYHUDJH� DQG� WKH� OLDELOLW\� IRU� LQFXUUHG� FODLPV��ZLWK� WKH� IXOILOOPHQW� FDVK� IORZV� UHPHDVXUHG� DW� HDFK�
UHSRUWLQJ�GDWH�WR�UHIOHFW�FXUUHQW�HVWLPDWHV��

�
6LPSOLILFDWLRQV� RU� PRGLILFDWLRQV� WR� WKH� JHQHUDO� PHDVXUHPHQW� PRGHO� DSSO\� WR� JURXSV� RI� LQVXUDQFH� FRQWUDFWV�
PHDVXUH�XVLQJ�WKH�µSUHPLXP�DOORFDWLRQ�DSSURDFK¶��LQYHVWPHQW�FRQWUDFWV�ZLWK�GLVFUHWLRQDU\�SDUWLFLSDWLRQ�IHDWXUHV��
DQG�UHLQVXUDQFH�FRQWUDFWV�KHOG��

�
3)56����EULQJV�JUHDWHU�FRPSDUDELOLW\�DQG�WUDQVSDUHQF\�DERXW�WKH�SURILWDELOLW\�RI�QHZ�DQG�LQ�IRUFH�EXVLQHVV�DQG�
JLYHV� XVHUV� RI� ILQDQFLDO� VWDWHPHQWV� PRUH� LQVLJKW� LQWR� DQ� LQVXUHU¶V� ILQDQFLDO� KHDOWK�� 6HSDUDWH� SUHVHQWDWLRQ� RI�
XQGHUZULWLQJ�DQG�ILQDQFLDO�UHVXOWV�ZLOO�JLYH�DGGHG�WUDQVSDUHQF\�DERXW�WKH�VRXUFHV�RI�SURILWV�DQG�TXDOLW\�RI�HDUQLQJV��

�
3)56����LV�HIIHFWLYH�IRU�DQQXDO�SHULRGV�EHJLQQLQJ�RQ�RU�DIWHU�-DQXDU\����������)XOO�UHWURVSHFWLYH�DSSOLFDWLRQ�LV�
UHTXLUHG��XQOHVV�LW�LV�LPSUDFWLFDEOH��LQ�ZKLFK�FDVH�WKH�HQWLW\�FKRRVHV�WR�DSSO\�WKH�PRGLILHG�UHWURVSHFWLYH�DSSURDFK�
RU�WKH�IDLU�YDOXH�DSSURDFK��+RZHYHU��LI�WKH�HQWLW\�FDQQRW�REWDLQ�UHDVRQDEOH�DQG�VXSSRUWDEOH�LQIRUPDWLRQ�QHFHVVDU\�
WR�DSSO\�WKH�PRGLILHG�UHWURVSHFWLYH�DSSURDFK��WKHQ�LW�DSSOLHV�WKH�IDLU�YDOXH�DSSURDFK��7KHVH�LV�DOVR�D�WUDQVLWLRQ�
RSWLRQ� DOORZLQJ� SUHVHQWDWLRQ� RI� FRPSDUDWLYH� LQIRUPDWLRQ� DERXW� ILQDQFLDO� DVVHWV� XVLQJ� D� FODVVLILFDWLRQ� RYHUOD\�
DSSURDFK�RQ�D�EDVLV�WKDW�LV�PRUH�FRQVLVWHQW�ZLWK�KRZ�3)56���ZLOO�EH�DSSOLHG�LQ�IXWXUH�UHSRUWLQJ�SHULRGV��(DUO\�
DSSOLFDWLRQ� LV� SHUPLWWHG� IRU� HQWLWLHV� WKDW� DSSO\� 3)56� �� )LQDQFLDO� ,QVWUXPHQWV� RQ� RU� EHIRUH� WKH� GDWH� RI� LQLWLDO�
DSSOLFDWLRQ�RI�3)56�����

�
7KH�VWDQGDUG�LV�QRW�H[SHFWHG�WR�KDYH�VLJQLILFDQW�LPSDFW�RQ�WKH�*URXS¶V�ILQDQFLDO�UHSRUWLQJ��
�
�
127(���±�6800$5<�2)�6,*1,),&$17�$&&2817,1*�32/,&,(6�
�
7KH� VLJQLILFDQW� DFFRXQWLQJ� SROLFLHV� XVHG� LQ� WKH� SUHSDUDWLRQ� RI� WKHVH� FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV� DUH�
VXPPDUL]HG�EHORZ��7KH�SROLFLHV�KDYH�EHHQ�FRQVLVWHQWO\�DSSOLHG�WR�DOO�\HDUV�SUHVHQWHG�XQOHVV�RWKHUZLVH�VWDWHG��
�
����)LQDQFLDO�DVVHWV�DQG�ILQDQFLDO�OLDELOLWLHV�
�
)LQDQFLDO�,QVWUXPHQWV�
�
$�ILQDQFLDO�LQVWUXPHQW�LV�DQ\�FRQWUDFW�WKDW�JLYHV�ULVH�WR�D�ILQDQFLDO�DVVHW�RI�RQH�HQWLW\�DQG�D�ILQDQFLDO�OLDELOLW\�RU�
HTXLW\�LQVWUXPHQW�RI�DQRWKHU�HQWLW\��
�
)LQDQFLDO�$VVHWV�
�
,QLWLDO�5HFRJQLWLRQ�DQG�0HDVXUHPHQW�
�



�

)LQDQFLDO� DVVHWV� DUH� FODVVLILHG�� DW� LQLWLDO� UHFRJQLWLRQ�� DV� VXEVHTXHQWO\� PHDVXUHG� DW� DPRUWL]HG� FRVW�� IDLU� YDOXH�
WKURXJK�RWKHU�FRPSUHKHQVLYH�LQFRPH��)92&,��RU�IDLU�YDOXH�WKURXJK�SURILW�RU�ORVV��)93/���
�
7KH�FODVVLILFDWLRQ�RI�ILQDQFLDO�DVVHWV�DW�LQLWLDO�UHFRJQLWLRQ�GHSHQGV�RQ�WKH�ILQDQFLDO�DVVHW
V�FRQWUDFWXDO�FDVK�IORZ�
FKDUDFWHULVWLFV�DQG�WKH�*URXS
V�EXVLQHVV�PRGHO�IRU�PDQDJLQJ�WKHP��:LWK�WKH�H[FHSWLRQ�RI�WUDGH�UHFHLYDEOHV�WKDW�
GR�QRW�FRQWDLQ�D�VLJQLILFDQW�ILQDQFLQJ�FRPSRQHQW�RU�IRU�ZKLFK�WKH�*URXS�KDV�DSSOLHG�WKH�SUDFWLFDO�H[SHGLHQW��WKH�
*URXS� LQLWLDOO\�PHDVXUHV� D� ILQDQFLDO� DVVHW� DW� LWV� IDLU� YDOXH�SOXV�� LQ� WKH� FDVH�RI� D� ILQDQFLDO� DVVHW� QRW� DW� )93/��
WUDQVDFWLRQ�FRVWV��7UDGH�UHFHLYDEOHV�WKDW�GR�QRW�FRQWDLQ�D�VLJQLILFDQW�ILQDQFLQJ�FRPSRQHQW�RU�IRU�ZKLFK�WKH�*URXS�
KDV�DSSOLHG�WKH�SUDFWLFDO�H[SHGLHQW�DUH�PHDVXUHG�DW�WKH�WUDQVDFWLRQ�SULFH�GHWHUPLQHG�XQGHU�3)56�����
�
,Q�RUGHU�IRU�D�ILQDQFLDO�DVVHW�WR�EH�FODVVLILHG�DQG�PHDVXUHG�DW�DPRUWL]HG�FRVW�RU�)92&,��LW�QHHGV�WR�JLYH�ULVH�WR�
FDVK�IORZV�WKDW�DUH��VROHO\�SD\PHQWV�RI�SULQFLSDO�DQG�LQWHUHVW���633,����RQ�WKH�SULQFLSDO�DPRXQW�RXWVWDQGLQJ��7KLV�
DVVHVVPHQW�LV�UHIHUUHG�WR�DV�WKH�633,�WHVW�DQG�LV�SHUIRUPHG�DW�DQ�LQVWUXPHQW�OHYHO��
�
7KH�*URXS
V�EXVLQHVV�PRGHO�IRU�PDQDJLQJ�ILQDQFLDO�DVVHWV�UHIHUV�WR�KRZ�LW�PDQDJHV�LWV�ILQDQFLDO�DVVHWV�LQ�RUGHU�WR�
JHQHUDWH�FDVK�IORZV��7KH�EXVLQHVV�PRGHO�GHWHUPLQHV�ZKHWKHU�FDVK�IORZV�ZLOO�UHVXOW�IURP�FROOHFWLQJ�FRQWUDFWXDO�
FDVK�IORZV��VHOOLQJ�WKH�ILQDQFLDO�DVVHWV��RU�ERWK��
�
%XVLQHVV�0RGHO�DQG�633-�7HVW�
�
7KH�EXVLQHVV�PRGHO�UHIHUV�WR�KRZ�WKH�*URXS�PDQDJHV�WKH�ILQDQFLDO�DVVHWV�LQ�RUGHU�WR�JHQHUDWH�FDVK�IORZV��7KH�
EXVLQHVV�PRGHO� GHWHUPLQHV�ZKHWKHU� FDVK� IORZV�ZLOO� UHVXOW� IURP� FROOHFWLQJ� FRQWUDFWXDO� FDVK� IORZV�� VHOOLQJ� WKH�
ILQDQFLDO�DVVHWV��RU�ERWK��7KH�*URXS�FRQVLGHUV�WKH�IROORZLQJ�LQIRUPDWLRQ�LQ�DVVHVVLQJ�WKH�REMHFWLYH�RI�WKH�EXVLQHVV�
PRGHO�LQ�ZKLFK�ILQDQFLDO�DVVHW�LV�KHOG�DW�D�SRUWIROLR�OHYHO��ZKLFK�UHIOHFWV�WKH�ZD\�WKH�EXVLQHVV�LV�PDQDJHG�DQG�
LQIRUPDWLRQ�LV�SURYLGHG�WR�PDQDJHPHQW��
�

x� 7KH�VWDWHG�SROLFLHV�DQG�REMHFWLYHV�IRU�WKH�SRUWIROLR�DQG�WKH�RSHUDWLRQ�RI�WKRVH�SROLFLHV�LQ�SUDFWLFH��
�

x� +RZ�WKH�SHUIRUPDQFH�RI�WKH�SRUWIROLR�LV�HYDOXDWHG�DQG�UHSRUWHG�WR�WKH�*URXS
V�PDQDJHPHQW��
�

x� 7KH�ULVNV�WKDW�DIIHFW�WKH�SHUIRUPDQFH�RI� WKH�EXVLQHVV�PRGHO��DQG� WKH�ILQDQFLDO�DVVHWV�KHOG�ZLWKLQ�WKDW�
EXVLQHVV�PRGHO��DQG�KRZ�WKRVH�ULVNV�DUH�PDQDJHG��
�

x� +RZ�HPSOR\HHV�RI�WKH�EXVLQHVV�DUH�FRPSHQVDWHG��DQG�
�

x� 7KH�IUHTXHQF\��YROXPH�DQG�WLPLQJ�RI�VDOHV�RI�ILQDQFLDO�DVVHWV�LQ�SULRU�SHULRGV��WKH�UHDVRQV�IRU�VXFK�VDOHV�
DQG�H[SHFWDWLRQV�DERXW�IXWXUH�VDOHV�DFWLYLW\��

�
7KH�*URXS�FRQVLGHUV�WKH�FRQWUDFWXDO�WHUPV�RI�WKH�LQVWUXPHQW�LQ�DVVHVVLQJ�ZKHWKHU�WKH�FRQWUDFWXDO�FDVK�IORZV�DUH�
VROHO\�SD\PHQWV�RI�SULQFLSDO�DQG�LQWHUHVW��)RU�SXUSRVHV�RI�WKLV�DVVHVVPHQW���3ULQFLSDO��LV�GHILQHG�DV�WKH�IDLU�YDOXH�
RI�WKH�ILQDQFLDO�DVVHW�RQ�LQLWLDO�UHFRJQLWLRQ���,QWHUHVW
�LV�GHILQHG�DV�FRQVLGHUDWLRQ�IRU�WKH�WLPH�YDOXH�RI�PRQH\�DQG�
IRU�WKH�FUHGLW�ULVN�DVVRFLDWHG�ZLWK�WKH�SULQFLSDO�DPRXQW�RXWVWDQGLQJ�GXULQJ�D�SDUWLFXODU�SHULRG�RI�WLPH�DQG�IRU�RWKHU�
EDVLF�OHQGLQJ�ULVNV�DQG�FRVWV��H�J��OLTXLGLW\�ULVN�DQG�DGPLQLVWUDWLYH�FRVWV���DV�ZHOO�DV�SURILW�PDUJLQ��7KH�DVVHVVPHQW�
LQFOXGHV� ZKHWKHU� WKH� ILQDQFLDO� DVVHW� FRQWDLQV� D� FRQWUDFWXDO� WHUP� WKDW� FRXOG� FKDQJH� WKH� WLPLQJ� RU� DPRXQW� RI�
FRQWUDFWXDO�FDVK�IORZV�VXFK�WKDW�LW�ZRXOG�QRW�PHHW�WKLV�FRQGLWLRQ��7KH�*URXS�FRQVLGHUV�WKH�IROORZLQJ�LQ�PDNLQJ�
WKH�DVVHVVPHQW��
�

x� &RQWLQJHQW�HYHQWV�WKDW�ZRXOG�FKDQJH�WKH�DPRXQW�RU�WLPLQJ�RI�FDVK�IORZV��

x� 7HUPV�WKDW�PD\�DGMXVW�WKH�FRQWUDFWXDO�FRXSRQ�UDWH��LQFOXGLQJ�YDULDEOH�UDWH�IHDWXUHV��

x� 3UHSD\PHQW�DQG�H[WHQVLRQ�IHDWXUHV��DQG��

x� 7HUPV�WKDW�OLPLW�WKH�*URXS
V�FODLP�WR�FDVK�IORZV�IURP�VSHFLILHG�DVVHWV��
�
3XUFKDVHV�RU�VDOHV�RI�ILQDQFLDO�DVVHWV�WKDW�UHTXLUH�GHOLYHU\�RI�DVVHWV�ZLWKLQ�D�WLPH�IUDPH�HVWDEOLVKHG�E\�UHJXODWLRQ�
RU�FRQYHQWLRQ�LQ�WKH�PDUNHW�SODFH��UHJXODU�ZD\�WUDGHV��DUH�UHFRJQL]HG�RQ�WKH�WUDGH�GDWH�L�H��WKH�GDWH�WKDW�WKH�*URXS�
FRPPLWV�WR�SXUFKDVH�RU�VHOO�WKH�DVVHW��
�
� �



�

6XEVHTXHQW�0HDVXUHPHQW�
�
)RU�SXUSRVHV�RI�VXEVHTXHQW�PHDVXUHPHQW��ILQDQFLDO�DVVHWV�DUH�FODVVLILHG�LQ�WR���FDWHJRULHV��

x� )LQDQFLDO�DVVHWV�DW�DPRUWL]HG�FRVW��GHEW�LQVWUXPHQWV��
x� )LQDQFLDO�DVVHWV�DW�)92&,�ZLWK�UHF\FOLQJ�RI�FXPXODWLYH�JDLQV�DQG�ORVVHV��GHEW�LQVWUXPHQWV��
x� )LQDQFLDO�DVVHWV�GHVLJQDWHG�DW�)92&,�ZLWK�QR�UHF\FOLQJ�RI�FXPXODWLYH�JDLQV�DQG�ORVVHV�XSRQ�

GHUHFRJQLWLRQ��HTXLW\�LQVWUXPHQWV��
x� )LQDQFLDO�DVVHWV�DW�)93/�

�
)LQDQFLDO�$VVHWV�DW�$PRUWL]HG�&RVW��'HEW�,QVWUXPHQWV��
�
7KH�*URXS�PHDVXUHV�ILQDQFLDO�DVVHWV�DW�DPRUWL]HG�FRVW�LI�ERWK�RI�WKH�IROORZLQJ�FRQGLWLRQV�DUH�PHW��

�
x� 7KH�ILQDQFLDO�DVVHW�LV�KHOG�ZLWKLQ�D�EXVLQHVV�PRGHO�ZLWK�WKH�REMHFWLYH�WR�KROG�ILQDQFLDO�DVVHWV�LQ�RUGHU�WR�

FROOHFW�FRQWUDFWXDO�FDVK�IORZV��DQG�
x� 7KH�FRQWUDFWXDO� WHUPV�RI� WKH�ILQDQFLDO�DVVHW�JLYH�ULVH�RQ�VSHFLILHG�GDWHV�WR�FDVK�IORZV�WKDW�DUH�VROHO\�

SD\PHQWV�RI�SULQFLSDO�DQG�LQWHUHVW�RQ�WKH�SULQFLSDO�DPRXQW�RXWVWDQGLQJ��
�
)LQDQFLDO� DVVHWV�DW� DPRUWL]HG�FRVW�DUH� VXEVHTXHQWO\�PHDVXUHG�XVLQJ� WKH�HIIHFWLYH� LQWHUHVW� UDWH�PHWKRG�DQG�DUH�
VXEMHFW�WR�LPSDLUPHQW��*DLQV�DQG�ORVVHV�DUH�UHFRJQL]HG�LQ�SURILW�RU�ORVV�ZKHQ�WKH�DVVHW�LV�GHUHFRJQL]HG��PRGLILHG�
RU�LPSDLUHG��
�
)LQDQFLDO�$VVHWV�DW�)92&,��'HEW�,QVWUXPHQWV��
�
7KH�*URXS�PHDVXUHV�GHEW�LQVWUXPHQWV�DW�)92&,�LI�ERWK�RI�WKH�IROORZLQJ�FRQGLWLRQV�DUH�PHW��
�

x� 7KH� ILQDQFLDO� DVVHW� LV� KHOG� ZLWKLQ� D� EXVLQHVV� PRGHO� ZLWK� WKH� REMHFWLYH� RI� ERWK� KROGLQJ� WR� FROOHFW�
FRQWUDFWXDO�FDVK�IORZV�DQG�VHOOLQJ��DQG�

x� 7KH�FRQWUDFWXDO� WHUPV�RI� WKH�ILQDQFLDO�DVVHW�JLYH�ULVH�RQ�VSHFLILHG�GDWHV� WR�FDVK�IORZV� WKDW�DUH�VROHO\�
SD\PHQWV�RI�SULQFLSDO�DQG�LQWHUHVW�RQ�WKH�SULQFLSDO�DPRXQW�RXWVWDQGLQJ��

�
)RU�GHEW�LQVWUXPHQWV�DW�)92&,��LQWHUHVW�LQFRPH��IRUHLJQ�H[FKDQJH�UHYDOXDWLRQ�DQG�LPSDLUPHQW�ORVVHV�RU�UHYHUVDOV�
DUH�UHFRJQL]HG�LQ�WKH�SURILW�RU�ORVV�DQG�FRPSXWHG�LQ�WKH�VDPH�PDQQHU�DV�IRU�ILQDQFLDO�DVVHWV�PHDVXUHG�DW�DPRUWL]HG�
FRVW�� 7KH� UHPDLQLQJ� IDLU� YDOXH� FKDQJHV� DUH� UHFRJQL]HG� LQ� RWKHU� FRPSUHKHQVLYH� LQFRPH� �2&,��� 8SRQ� GH�
UHFRJQLWLRQ��WKH�FXPXODWLYH�IDLU�YDOXH�FKDQJH�UHFRJQL]HG�LQ�2&,�LV�UHF\FOHG�WR�SURILW�RU�ORVV��
�
)LQDQFLDO�$VVHWV�DW�)92&,��(TXLW\�,QVWUXPHQWV��
�
8SRQ�LQLWLDO�UHFRJQLWLRQ��WKH�*URXS�FDQ�HOHFW�WR�FODVVLI\�LUUHYRFDEO\�LWV�HTXLW\�LQYHVWPHQWV�DV�HTXLW\�LQVWUXPHQWV�
GHVLJQDWHG�DW�)92&,�ZKHQ�WKH\�PHHW�WKH�GHILQLWLRQ�RI�HTXLW\�XQGHU�3$6�����)LQDQFLDO�,QVWUXPHQWV��3UHVHQWDWLRQ�
DQG�'LVFORVXUH��DUH�QRW�KHOG�IRU�WUDGLQJ��7KH�FODVVLILFDWLRQ�LV�GHWHUPLQHG�RQ�DQ�LQVWUXPHQW�E\�LQVWUXPHQW�EDVLV��

*DLQV�DQG�ORVVHV�RQ�WKHVH�ILQDQFLDO�DVVHWV�DUH�QHYHU�UHF\FOHG�WR�SURILW�RU�ORVV��'LYLGHQGV�DUH�UHFRJQL]HG�DV�RWKHU�
LQFRPH�LQ�WKH�SURILW�RU�ORVV�ZKHQ�WKH�ULJKW�RI�SD\PHQW�KDV�EHHQ�HVWDEOLVKHG��H[FHSW�ZKHQ�WKH�*URXS�EHQHILWV�IURP�
VXFK�SURFHHGV�DV�D�UHFRYHU\�RI�SDUW�RI�WKH�FRVW�RI�WKH�ILQDQFLDO�DVVHW��LQ�ZKLFK�FDVH��VXFK�JDLQV�DUH�UHFRUGHG�LQ�
2&,��(TXLW\�LQVWUXPHQWV�GHVLJQDWHG�DW�)92&,�DUH�QRW�VXEMHFW�WR�LPSDLUPHQW�DVVHVVPHQW��

)LQDQFLDO�$VVHWV�DW�)93/�
�
)LQDQFLDO� DVVHWV� DW� )93/� LQFOXGH� ILQDQFLDO� DVVHWV� KHOG� IRU� WUDGLQJ�� ILQDQFLDO� DVVHWV� GHVLJQDWHG� XSRQ� LQLWLDO�
UHFRJQLWLRQ�DW�)93/�RU�ILQDQFLDO�DVVHWV�PDQGDWRULO\�UHTXLUHG�WR�EH�PHDVXUHG�DW�IDLU�YDOXH��)LQDQFLDO�DVVHWV�DUH�
FODVVLILHG�DV�KHOG�IRU� WUDGLQJ�LI�WKH\�DUH�DFTXLUHG�IRU� WKH�SXUSRVH�RI�VHOOLQJ�RU�UHSXUFKDVLQJ�LQ�WKH�QHDU�WHUP��
'HULYDWLYHV�� LQFOXGLQJ�VHSDUDWHG�HPEHGGHG�GHULYDWLYHV��DUH�DOVR�FODVVLILHG�DV�KHOG�IRU� WUDGLQJ�XQOHVV� WKH\�DUH�
GHVLJQDWHG�DV�HIIHFWLYH�KHGJLQJ�LQVWUXPHQWV��)LQDQFLDO�DVVHWV�ZLWK�FDVK�IORZV�WKDW�DUH�QRW�VROHO\�SD\PHQWV�RI�
SULQFLSDO�DQG�LQWHUHVW�DUH�FODVVLILHG�DQG�PHDVXUHG�DW�)93/��LUUHVSHFWLYH�RI�WKH�EXVLQHVV�PRGHO��1RWZLWKVWDQGLQJ�
WKH� FULWHULD� IRU� GHEW� LQVWUXPHQWV� WR� EH� FODVVLILHG� DV� DPRUWL]HG� FRVW� RU� DW� )92&,�� DV� GHVFULEHG� DERYH�� GHEW�
LQVWUXPHQWV�PD\�EH�GHVLJQDWHG�DV�)93&�RQ�LQLWLDO�UHFRJQLWLRQ�LI�GRLQJ�VR�HOLPLQDWHV��RU�VLJQLILFDQWO\�UHGXFHV��
DQ�DFFRXQWLQJ�PLVPDWFK��

)LQDQFLDO�DVVHWV�DW�)93/�DUH�FDUULHG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�ILQDQFLDO�SRVLWLRQ�DW�IDLU�YDOXH�ZLWK�QHW�
FKDQJHV�LQ�IDLU�YDOXH�UHFRJQL]HG�LQ�SURILW�RU�ORVV��



�

'HUHFRJQLWLRQ�
�

$�ILQDQFLDO�DVVHW��RU��ZKHUH�DSSOLFDEOH��D�SDUW�RI�D�ILQDQFLDO�DVVHW�RU�SDUW�RI�D�JURXS�RI�VLPLODU�ILQDQFLDO�DVVHWV��LV�
SULPDULO\�GH�UHFRJQL]HG��L�H��UHPRYHG�IURP�WKH�*URXS
V�FRQVROLGDWHG�VWDWHPHQWV�RI�ILQDQFLDO�SRVLWLRQ��ZKHQ��

x� 7KH�ULJKWV�WR�UHFHLYH�FDVK�IORZV�IURP�WKH�DVVHW�KDV�H[SLUHG��RU�

x� 7KH�*URXS�KDV�WUDQVIHUUHG�LWV�ULJKWV�WR�UHFHLYH�FDVK�IORZV�IURP�WKH�DVVHW�RU�KDV�DVVXPHG�DQ�REOLJDWLRQ�
WR�SD\� WKH�UHFHLYHG�FDVK�IORZV� LQ�IXOO�ZLWKRXW�PDWHULDO�GHOD\�WR�D� WKLUG�SDUW\�XQGHU�D��SDVV�WKURXJK��
DUUDQJHPHQW�DQG�HLWKHU��D��WKH�*URXS�KDV�WUDQVIHUUHG�VXEVWDQWLDOO\�DOO�WKH�ULVNV�DQG�UHZDUGV�RI�WKH�DVVHW�
RU��E��WKH�*URXS�KDV�QHLWKHU�WUDQVIHUUHG�QRU�UHWDLQHG�VXEVWDQWLDOO\�DOO�WKH�ULVNV�DQG�UHZDUGV�RI�WKH�DVVHW��
EXW�KDV�WUDQVIHUUHG�FRQWURO�RI�WKH�DVVHW��

:KHQ�WKH�*URXS�KDV�WUDQVIHUUHG�LWV�ULJKWV�WR�UHFHLYH�FDVK�IORZV�IURP�DQ�DVVHW�RU�KDV�HQWHUHG�LQWR�D�SDVV�WKURXJK�
DUUDQJHPHQW��LW�HYDOXDWHV�LI��DQG�WR�ZKDW�H[WHQW��LW�KDV�UHWDLQHG�WKH�ULVNV�DQG�UHZDUGV�RI�RZQHUVKLS��:KHQ�LW�KDV�
QHLWKHU�WUDQVIHUUHG�QRU�UHWDLQHG�VXEVWDQWLDOO\�DOO�RI�WKH�ULVNV�DQG�UHZDUGV�RI�WKH�DVVHW��QRU�WUDQVIHUUHG�FRQWURO�RI�
WKH�DVVHW��WKH�*URXS�FRQWLQXHV�WR�UHFRJQL]H�WKH�WUDQVIHUUHG�DVVHW�WR�WKH�H[WHQW�RI�LWV�FRQWLQXLQJ�LQYROYHPHQW��,Q�
WKDW�FDVH��WKH�*URXS�DOVR�UHFRJQL]HV�DQ�DVVRFLDWHG�OLDELOLW\��7KH�WUDQVIHUUHG�DVVHW�DQG�WKH�DVVRFLDWHG�OLDELOLW\�DUH�
PHDVXUHG�RQ�D�EDVLV�WKDW�UHIOHFWV�WKH�ULJKWV�DQG�REOLJDWLRQV�WKDW�WKH�*URXS�KDV�UHWDLQHG��

&RQWLQXLQJ�LQYROYHPHQW�WKDW�WDNHV�WKH�IRUP�RI�D�JXDUDQWHH�RYHU�WKH�WUDQVIHUUHG�DVVHW�LV�PHDVXUHG�DW�WKH�ORZHU�RI�
WKH�RULJLQDO�FDUU\LQJ�DPRXQW�RI� WKH�DVVHW�DQG�WKH�PD[LPXP�DPRXQW�RI�FRQVLGHUDWLRQ� WKDW� WKH�*URXS�FRXOG�EH�
UHTXLUHG�WR�SD\��

)RU�D�PRGLILFDWLRQ�WKDW�GRHV�QRW�UHVXOW�LQ�GHUHFRJQLWLRQ��WKH�GLIIHUHQFH�EHWZHHQ�WKH�SUHVHQW�YDOXH�RI�WKH�PRGLILHG�
FDVK�IORZV�GLVFRXQWHG�XVLQJ�WKH�RULJLQDO�HIIHFWLYH�LQWHUHVW�UDWH�DQG�WKH�SUHVHQW�YDOXH�RI�WKH�RULJLQDO�FDVK�IORZV��LV�
UHFRJQL]HG�LQ�SURILW�RU�ORVV�DV�D�JDLQ�RU�ORVV�IURP�PRGLILFDWLRQ��&RVWV�RU�IHHV�LQ�UHODWLRQ�WR�WKH�PRGLILFDWLRQ�RI�WKH�
ILQDQFLDO�DVVHW�DUH�UHFRJQL]HG�DV�SDUW�RI�WKH��FDUU\LQJ�DPRXQW�RI�WKH�DVVHW�DQG�DPRUWL]HG�RYHU�WKH�UHPDLQLQJ�WHUP�
RI�WKH�LQVWUXPHQW��$�PRGLILFDWLRQ�RI�WKH�RULJLQDO�ILQDQFLDO�DVVHW�WKDW�UHVXOWV�LQ�WKH�GHUHFRJQLWLRQ�RI�WKH�ILQDQFLDO�
DVVHW�� UHTXLUHV� WKH� UHFRJQLWLRQ� RI� D� QHZ� ILQDQFLDO� DVVHW� LQ� OLQH� ZLWK� WKH� JHQHUDO� UHTXLUHPHQWV� IRU� WKH� LQLWLDO�
UHFRJQLWLRQ��L�H��DW�IDLU�YDOXH�SOXV�WUDQVDFWLRQ�FRVWV���
�
,PSDLUPHQW�RI�)LQDQFLDO�$VVHWV�
�
7KH�*URXS�UHFRJQL]HV�DQ�DOORZDQFH�IRU�([SHFWHG�&UHGLW�/RVVHV��(&/V��IRU�DOO�ILQDQFLDO�DVVHWV�QRW�KHOG�DW�)93/��
(&/V�DUH�EDVHG�RQ�WKH�GLIIHUHQFH�EHWZHHQ�WKH�FRQWUDFWXDO�FDVK�IORZV�GXH�LQ�DFFRUGDQFH�ZLWK�WKH�FRQWUDFW�DQG�
DOO� WKH�FDVK�IORZV�WKDW�WKH�*URXS�H[SHFWV� WR�UHFHLYH��GLVFRXQWHG�DW�DQ�DSSUR[LPDWLRQ�RI�WKH�RULJLQDO�HIIHFWLYH�
LQWHUHVW� UDWH�� 7KH� H[SHFWHG� FDVK� IORZV� ZLOO� LQFOXGH� FDVK� IORZV� IURP� WKH� VDOH� RI� FROODWHUDO� KHOG� RU� FUHGLW�
HQKDQFHPHQWV�WKDW�DUH�LQWHJUDO�WR�WKH�FRQWUDFWXDO�WHUPV��

(&/V�DUH�UHFRJQL]HG�XQGHU�HLWKHU�D�VLPSOLILHG�RU�JHQHUDO�DSSURDFK��GHSHQGHQW�RQ�WKH�QDWXUH�RI�WKH�UHODWHG�ILQDQFLDO�
DVVHW��

8QGHU�WKH�JHQHUDO�DSSURDFK��(&/V�DUH�UHFRJQL]HG�LQ�WZR�VWDJHV��)RU�FUHGLW�H[SRVXUHV�IRU�ZKLFK�WKHUH�KDV�QRW�EHHQ�
D�VLJQLILFDQW�LQFUHDVH�LQ�FUHGLW�ULVN�VLQFH�LQLWLDO�UHFRJQLWLRQ��(&/V�DUH�SURYLGHG�IRU�FUHGLW�ORVVHV�WKDW�UHVXOW�IURP�
GHIDXOW�HYHQWV�WKDW�DUH�SRVVLEOH�ZLWKLQ�WKH�QH[W����PRQWKV��D����PRQWK�(&/���)RU�WKRVH�FUHGLW�H[SRVXUHV�IRU�ZKLFK�
WKHUH�KDV�EHHQ�D�VLJQLILFDQW�LQFUHDVH�LQ�FUHGLW�ULVN�VLQFH�LQLWLDO�UHFRJQLWLRQ��D�ORVV�DOORZDQFH�LV�UHTXLUHG�IRU�FUHGLW�
ORVVHV�H[SHFWHG�RYHU�WKH�UHPDLQLQJ�OLIH�RI�WKH�H[SRVXUH��LUUHVSHFWLYH�RI�WKH�WLPLQJ�RI�WKH�GHIDXOW��D�OLIHWLPH�(&/���

8QGHU� WKH� VLPSOLILHG�DSSURDFK�� WKH�*URXS�GRHV�QRW� WUDFN�FKDQJHV� LQ� FUHGLW� ULVN��EXW� LQVWHDG� UHFRJQL]HV�D� ORVV�
DOORZDQFH�EDVHG�RQ�OLIHWLPH�(&/V�DW�HDFK�UHSRUWLQJ�GDWH��7KH�*URXS�KDV�HVWDEOLVKHG�D�SURYLVLRQ�PDWUL[�WKDW�LV�
EDVHG�RQ�LWV�KLVWRULFDO�FUHGLW�ORVV�H[SHULHQFH��DGMXVWHG�IRU�IRUZDUG�ORRNLQJ�IDFWRUV�VSHFLILF�WR�WKH�GHEWRUV�DQG�WKH�
HFRQRPLF�HQYLURQPHQW��

)RU� ILQDQFLDO� LQVWUXPHQWV� ZLWK� ORZ� FUHGLW� ULVN� VXFK� DV� FDVK� LQ� EDQNV�� WKH� *URXS� DSSOLHV� WKH� ORZ� FUHGLW� ULVN�
VLPSOLILFDWLRQ��$W�HYHU\�UHSRUWLQJ�GDWH��WKH�*URXS�HYDOXDWHV�ZKHWKHU�WKH�GHEW�LQVWUXPHQW�LV�FRQVLGHUHG�WR�KDYH�
ORZ�FUHGLW�ULVN�XVLQJ�DOO�UHDVRQDEOH�DQG�VXSSRUWDEOH�LQIRUPDWLRQ�WKDW�LV�DYDLODEOH�ZLWKRXW�XQGXH�FRVW�RU�HIIRUW��,Q�
PDNLQJ� WKDW� HYDOXDWLRQ�� WKH� *URXS� UHDVVHVVHV� WKH� LQWHUQDO� FUHGLW� UDWLQJ� RI� WKH� ILQDQFLDO� LQVWUXPHQW� RU� WKH�
FRXQWHUSDUW\�� ,Q� DGGLWLRQ�� WKH� *URXS� FRQVLGHUV� WKDW� WKHUH� KDV� EHHQ� D� VLJQLILFDQW� LQFUHDVH� LQ� FUHGLW� ULVN� ZKHQ�
FRQWUDFWXDO�SD\PHQWV�DUH�PRUH�WKDQ�����GD\V�SDVW�GXH��



�

7KH�*URXS�FRQVLGHUV�D�ILQDQFLDO�DVVHW�LQ�GHIDXOW�ZKHQ�FRQWUDFWXDO�SD\PHQWV�DUH�����GD\V�SDVW�GXH��+RZHYHU��LQ�
FHUWDLQ�FDVHV��WKH�*URXS�PD\�DOVR�FRQVLGHU�D�ILQDQFLDO�DVVHW�WR�EH�LQ�GHIDXOW�ZKHQ�LQWHUQDO�RU�H[WHUQDO�LQIRUPDWLRQ�
LQGLFDWHV� WKDW� WKH�*URXS� LV� XQOLNHO\� WR� UHFHLYH� WKH� RXWVWDQGLQJ� FRQWUDFWXDO� DPRXQWV� LQ� IXOO� EHIRUH� WDNLQJ� LQWR�
DFFRXQW�DQ\�FUHGLW�HQKDQFHPHQWV�KHOG�E\�WKH�*URXS��$�ILQDQFLDO�DVVHW�LV�ZULWWHQ�RII�ZKHQ�WKHUH�LV�QR�UHDVRQDEOH�
H[SHFWDWLRQ�RI�UHFRYHULQJ�WKH�FRQWUDFWXDO�FDVK�IORZV��
�
)LQDQFLDO�/LDELOLWLHV�
�
,QLWLDO�5HFRJQLWLRQ�DQG�0HDVXUHPHQW�
�
)LQDQFLDO� OLDELOLWLHV�DUH�FODVVLILHG��DW�LQLWLDO�UHFRJQLWLRQ��DV�ILQDQFLDO�OLDELOLWLHV�DW�)93/��ORDQV�DQG�ERUURZLQJV��
SD\DEOHV�RU�DV�GHULYDWLYHV�GHVLJQDWHG�DV�KHGJLQJ�LQVWUXPHQWV�LQ�DQ�HIIHFWLYH�KHGJH��DV�DSSURSULDWH��

$OO�ILQDQFLDO�OLDELOLWLHV�DUH�LQLWLDOO\�UHFRJQL]HG�DW�IDLU�YDOXH�DQG��LQ�WKH�FDVH�RI�ORDQV�DQG�ERUURZLQJV�DQG�SD\DEOHV��
QHW�RI�GLUHFWO\�DWWULEXWDEOH�FRVWV��

6XEVHTXHQW�0HDVXUHPHQW�
�
7KH�PHDVXUHPHQW�RI�ILQDQFLDO�OLDELOLWLHV�GHSHQGV�RQ�WKHLU�FODVVLILFDWLRQ��DV�GHVFULEHG�EHORZ��

)LQDQFLDO�/LDELOLWLHV�DW�)93/�
�

)LQDQFLDO�OLDELOLWLHV�DW�)93/�LQFOXGH�ILQDQFLDO�OLDELOLWLHV�KHOG�IRU�WUDGLQJ�DQG�ILQDQFLDO�OLDELOLWLHV�GHVLJQDWHG�XSRQ�
LQLWLDO�UHFRJQLWLRQ�DV�DW�)93/��

�
)LQDQFLDO�OLDELOLWLHV�DUH�FODVVLILHG�DV�KHOG�IRU�WUDGLQJ�LI�WKH\�DUH�LQFXUUHG�IRU�WKH�SXUSRVH�RI�UHSXUFKDVLQJ�LQ�WKH�
QHDU�WHUP��7KLV�FDWHJRU\�DOVR�LQFOXGHV�GHULYDWLYH�ILQDQFLDO� LQVWUXPHQWV�HQWHUHG�LQ�WR�E\�WKH�*URXS�WKDW�DUH�QRW�
GHVLJQDWHG�DV�KHGJLQJ�LQVWUXPHQWV�LQ�KHGJH�UHODWLRQVKLSV�DV�GHILQHG�E\�3)56����6HSDUDWHG�HPEHGGHG�GHULYDWLYHV�
DUH�DOVR�FODVVLILHG�DV�KHOG�IRU�WUDGLQJ�XQOHVV�WKH\�DUH�GHVLJQDWHG�DV�HIIHFWLYH�KHGJLQJ�LQVWUXPHQWV��
�
*DLQV�RU�ORVVHV�RQ�OLDELOLWLHV�KHOG�IRU�WUDGLQJ�DUH�UHFRJQL]HG�LQ�WKH�SURILW�RU�ORVV��

�
)LQDQFLDO�OLDELOLWLHV�GHVLJQDWHG�XSRQ�LQLWLDO�UHFRJQLWLRQ�DW�)93/�DUH�GHVLJQDWHG�DW�WKH�LQLWLDO�GDWH�RI�UHFRJQLWLRQ��
DQG�RQO\�LI�WKH�FULWHULD�LQ�3)56���DUH�VDWLVILHG��7KH�*URXS�KDV�QRW�GHVLJQDWHG�DQ\�ILQDQFLDO�OLDELOLWLHV�DW�)93/��
�
/RDQV�3D\DEOH�

�
$IWHU�LQLWLDO�UHFRJQLWLRQ�� LQWHUHVW�EHDULQJ�ORDQV�SD\DEOH�DUH�VXEVHTXHQWO\�PHDVXUHG�DW�DPRUWL]HG�FRVW�XVLQJ�WKH�
(IIHFWLYH�,QWHUHVW�5DWH��(,5��PHWKRG��*DLQV�DQG�ORVVHV�DUH�UHFRJQL]HG�LQ�SURILW�RU�ORVV�ZKHQ�WKH�OLDELOLWLHV�DUH�
GHUHFRJQL]HG�DV�ZHOO�DV�WKURXJK�WKH�(,5�DPRUWL]DWLRQ�SURFHVV��

�
$PRUWL]HG�FRVW�LV�FDOFXODWHG�E\�WDNLQJ�LQ�WR�DFFRXQW�DQ\�GLVFRXQW�RU�SUHPLXP�RQ�DFTXLVLWLRQ�DQG�IHHV�RU�FRVWV�
WKDW�DUH�DQ�LQWHJUDO�SDUW�RI�WKH�(,5��

�
'HUHFRJQLWLRQ�
�
$�ILQDQFLDO�OLDELOLW\�LV�GHUHFRJQL]HG�ZKHQ�WKH�REOLJDWLRQ�XQGHU�WKH�OLDELOLW\�LV�GLVFKDUJHG�RU�FDQFHOOHG�RU�H[SLUHV��
:KHQ�DQ�H[LVWLQJ�ILQDQFLDO�OLDELOLW\�LV�UHSODFHG�E\�DQRWKHU�IURP�WKH�VDPH�OHQGHU�RQ�VXEVWDQWLDOO\�GLIIHUHQW�WHUPV��
RU�WKH�WHUPV�RI�DQ�H[LVWLQJ�OLDELOLW\�DUH�VXEVWDQWLDOO\�PRGLILHG��VXFK�DQ�H[FKDQJH�RU�PRGLILFDWLRQ�LV�WUHDWHG�DV�WKH�
GHUHFRJQLWLRQ� RI� WKH�RULJLQDO� OLDELOLW\� DQG� WKH� UHFRJQLWLRQ�RI� D�QHZ� OLDELOLW\��7KH�GLIIHUHQFH� LQ� WKH� UHVSHFWLYH�
FDUU\LQJ�DPRXQWV�LV�UHFRJQL]HG�LQ�SURILW�RU�ORVV��
�
2IIVHWWLQJ�RI�)LQDQFLDO�,QVWUXPHQWV�
�
)LQDQFLDO�DVVHWV�DQG�ILQDQFLDO�OLDELOLWLHV�DUH�RIIVHW�DQG�WKH�QHW�DPRXQW�LV�UHSRUWHG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�
ILQDQFLDO�SRVLWLRQ�LI�WKHUH�LV�D�FXUUHQWO\�HQIRUFHDEOH�OHJDO�ULJKW�WR�RIIVHW�WKH�UHFRJQL]HG�DPRXQWV�DQG�WKHUH�LV�DQ�
LQWHQWLRQ�WR�VHWWOH�RQ�D�QHW�EDVLV��WR�UHDOL]H�WKH�DVVHWV�DQG�OLDELOLWLHV�VLPXOWDQHRXVO\��
�
)DLU�9DOXH�0HDVXUHPHQW��

)DLU�YDOXH�LV�WKH�SULFH�WKDW�ZRXOG�EH�UHFHLYHG�WR�VHOO�DQ�DVVHW�RU�SDLG�WR�WUDQVIHU�D�OLDELOLW\�LQ�DQ�RUGHUO\�WUDQVDFWLRQ�
EHWZHHQ�PDUNHW�SDUWLFLSDQWV�DW�WKH�PHDVXUHPHQW�GDWH��7KH�IDLU�YDOXH�PHDVXUHPHQW�LV�EDVHG�RQ�WKH�SUHVXPSWLRQ�



�

WKDW�WKH�WUDQVDFWLRQ�WR�VHOO�WKH�DVVHW�RU�WUDQVIHU�WKH�OLDELOLW\�WDNHV�SODFH�HLWKHU�LQ�WKH�SULQFLSDO�PDUNHW�IRU�WKH�DVVHW�
RU�OLDELOLW\��RU�LQ�WKH�DEVHQFH�RI�D�SULQFLSDO�PDUNHW��LQ�WKH�PRVW�DGYDQWDJHRXV�PDUNHW�IRU�WKH�DVVHW�RU�OLDELOLW\��

�
7KH�SULQFLSDO�RU�WKH�PRVW�DGYDQWDJHRXV�PDUNHW�PXVW�EH�DFFHVVLEOH�WR�E\�WKH�*URXS��7KH�IDLU�YDOXH�RI�DQ�DVVHW�RU�
D�OLDELOLW\�LV�PHDVXUHG�XVLQJ�WKH�DVVXPSWLRQV�WKDW�PDUNHW�SDUWLFLSDQWV�ZRXOG�XVH�ZKHQ�SULFLQJ�WKH�DVVHW�RU�OLDELOLW\��
DVVXPLQJ�WKDW�PDUNHW�SDUWLFLSDQWV�DFW�LQ�WKHLU�EHVW�HFRQRPLF�LQWHUHVW��
�
$OO�DVVHWV�DQG�OLDELOLWLHV�IRU�ZKLFK�IDLU�YDOXH�LV�PHDVXUHG�RU�GLVFORVHG�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�
DUH�FDWHJRUL]HG�ZLWKLQ�WKH�IDLU�YDOXH�KLHUDUFK\��GHVFULEHG�DV�IROORZV��EDVHG�RQ�WKH�ORZHVW�OHYHO�LQSXW�WKDW�LV�
VLJQLILFDQW�WR�WKH�IDLU�YDOXH�PHDVXUHPHQW�DV�D�ZKROH��
�

x�/HYHO���� TXRWHG�SULFHV��XQDGMXVWHG��LQ�DFWLYH�PDUNHW�IRU�LGHQWLFDO�DVVHWV�RU�OLDELOLWLHV��
x�/HYHO���� LQSXWV�RWKHU�WKDQ�TXRWHG�SULFHV�LQFOXGHG�ZLWKLQ�/HYHO���WKDW�DUH�REVHUYDEOH�IRU�WKH�DVVHW�

RU�OLDELOLW\��HLWKHU�GLUHFWO\�RU�LQGLUHFWO\��DQG�
x�/HYHO���� LQSXWV�IRU�WKH�DVVHW�RU�OLDELOLW\�WKDW�DUH�QRW�EDVHG�RQ�REVHUYDEOH�PDUNHW�GDWD��

�
)RU�DVVHWV�DQG� OLDELOLWLHV� WKDW�DUH� UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�RQ�D� UHFXUULQJ�EDVLV�� WKH�
*URXS�GHWHUPLQHV�ZKHWKHU�WUDQVIHUV�KDYH�RFFXUUHG�EHWZHHQ�OHYHOV�LQ�WKH�KLHUDUFK\�E\�UH�DVVHVVLQJ�FDWHJRUL]DWLRQ�
�EDVHG�RQ�WKH�ORZHVW�OHYHO�LQSXW�WKDW�LV�VLJQLILFDQW�WR�WKH�IDLU�YDOXH�PHDVXUHPHQW�DV�D�ZKROH��DW�WKH�HQG�RI�HDFK�
UHSRUWLQJ�SHULRG��
�
)RU�WKH�SXUSRVH�RI�IDLU�YDOXH�GLVFORVXUHV��WKH�*URXS�KDV�GHWHUPLQHG�FODVVHV�RI�DVVHWV�DQG�OLDELOLWLHV�RQ�WKH�EDVLV�
RI�WKH�QDWXUH��FKDUDFWHULVWLFV�DQG�ULVNV�RI�WKH�DVVHW�RU�OLDELOLW\�DQG�WKH�OHYHO�RI�WKH�IDLU�YDOXH�KLHUDUFK\�DV�H[SODLQHG�
DERYH��
�
$V�DW�'HFHPEHU����������DQG�������QR�ILQDQFLDO�DVVHW�ZDV�UHFRJQL]HG�DW�IDLU�YDOXH��7KH�*URXS�KDV�QR�RWKHU�DVVHWV�
RU�OLDELOLWLHV�ZLWK�UHFXUULQJ�DQG�QRQ�UHFXUULQJ�IDLU�YDOXH�PHDVXUHPHQWV��
�
%XVLQHVV�&RPELQDWLRQ�
�
%XVLQHVV�FRPELQDWLRQV�DUH�DFFRXQWHG�IRU�XVLQJ�WKH�DFTXLVLWLRQ�PHWKRG��7KH�FRVW�RI�DQ�DFTXLVLWLRQ�LV�PHDVXUHG�DV�
WKH�DJJUHJDWH�RI�WKH�FRQVLGHUDWLRQ�WUDQVIHUUHG��PHDVXUHG�DW�DFTXLVLWLRQ�GDWH�IDLU�YDOXH��DQG�WKH�DPRXQW�RI�DQ\�QRQ�
FRQWUROOLQJ�LQWHUHVWV� LQ�WKH�DFTXLUHH��)RU�HDFK�EXVLQHVV�FRPELQDWLRQ�� WKH�*URXS�HOHFWV�ZKHWKHU�WR�PHDVXUH� WKH�
QRQ�FRQWUROOLQJ�B�LQWHUHVWV�LQ�WKH�DFTXLUHH�DW�IDLU�YDOXH�RU�DW�SURSRUWLRQDWH�VKDUH�RI�WKH�DFTXLUHH
V�LGHQWLILDEOH�QHW�
DVVHWV��$FTXLVLWLRQ�UHODWHG�FRVWV�DUH�H[SHQVHG�DV�LQFXUUHG�DQG�LQFOXGHG�DV�SDUW�RI��2SHUDWLQJ�H[SHQVHV��DFFRXQW�
LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�FRPSUHKHQVLYH�LQFRPH��
�
:KHQ� WKH� *URXS� DFTXLUHV� D� EXVLQHVV�� LW� DVVHVVHV� WKH� ILQDQFLDO� DVVHWV� DQG� ILQDQFLDO� OLDELOLWLHV� DVVXPHG� IRU�
DSSURSULDWH�FODVVLILFDWLRQ�DQG�GHVLJQDWLRQ�LQ�DFFRUGDQFH�ZLWK�WKH�FRQWUDFWXDO�WHUPV��HFRQRPLF�FLUFXPVWDQFHV�DQG�
SHUWLQHQW�FRQGLWLRQV�DV�DW�WKH�DFTXLVLWLRQ�GDWH��
�
,I�WKH�EXVLQHVV�FRPELQDWLRQ�LV�DFKLHYHG�LQ�VWDJHV��WKH�DFTXLVLWLRQ�GDWH�IDLU�YDOXH�RI�WKH�DFTXLUHU
V�SUHYLRXVO\�KHOG�
HTXLW\�LQWHUHVW�LQ�WKH�DFTXLUHH�LV�UHPHDVXUHG�DW�WKH�DFTXLVLWLRQ�GDWH�IDLU�YDOXH�DQG�DQ\�UHVXOWLQJ�JDLQ�RU�ORVV� LV�
UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�FRPSUHKHQVLYH�LQFRPH��

7KH�*URXS�PHDVXUHV�JRRGZLOO�DW�WKH�DFTXLVLWLRQ�GDWH�DV��D��WKH�IDLU�YDOXH�RI�WKH�FRQVLGHUDWLRQ�WUDQVIHUUHG��SOXV�E��
WKH�UHFRJQL]HG�DPRXQW�RI�DQ\�QRQ�FRQWUROOLQJ� LQWHUHVWV� LQ� WKH�DFTXLUHH��SOXV�F�� LI� WKH�EXVLQHVV�FRPELQDWLRQ� LV�
DFKLHYHG�LQ�VWDJHV��WKH�IDLU�YDOXH�RI�WKH�H[LVWLQJ�HTXLW\�LQWHUHVW�LQ�WKH�DFTXLUHH��OHVV�G��WKH�QHW�UHFRJQL]HG�DPRXQW�
�JHQHUDOO\�IDLU�YDOXH��RI�WKH�LGHQWLILDEOH�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG��:KHQ�WKH�H[FHVV�LV�QHJDWLYH��D�
EDUJDLQ� SXUFKDVH� JDLQ� LV� UHFRJQL]HG� LPPHGLDWHO\� LQ� WKH� FRQVROLGDWHG� VWDWHPHQWV� RI� FRPSUHKHQVLYH� LQFRPH��
6XEVHTXHQWO\��JRRGZLOO�LV�PHDVXUHG�DW�FRVW�OHVV�DQ\�DFFXPXODWHG�LPSDLUPHQW�LQ�YDOXH��*RRGZLOO�LV�UHYLHZHG�IRU�
LPSDLUPHQW��DQQXDOO\�RU�PRUH�IUHTXHQWO\��LI�HYHQWV�RU�FKDQJHV�LQ�FLUFXPVWDQFHV�LQGLFDWH�WKDW�WKH�FDUU\LQJ�DPRXQW�
PD\�EH�LPSDLUHG��
�
7KH�FRQVLGHUDWLRQ�WUDQVIHUUHG�GRHV�QRW�LQFOXGH�DPRXQWV�UHODWHG�WR�WKH�VHWWOHPHQW�RI�SUH�H[LVWLQJ�UHODWLRQVKLSV��
6XFK�DPRXQWV�DUH�JHQHUDOO\�UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�FRPSUHKHQVLYH�LQFRPH��&RVWV�UHODWHG�
WR�WKH�DFTXLVLWLRQ��RWKHU�WKDQ�WKRVH�DVVRFLDWHG�ZLWK�WKH�LVVXDQFH�RI�GHEW�RU�HTXLW\�VHFXULWLHV�WKDW�WKH�*URXS�LQFXUV�
LQ�FRQQHFWLRQ�ZLWK�D�EXVLQHVV�FRPELQDWLRQ��DUH�H[SHQVHG�DV�LQFXUUHG��$Q\�FRQWLQJHQW�FRQVLGHUDWLRQ�SD\DEOH�LV�
PHDVXUHG�DW�IDLU��YDOXH�DW�WKH�DFTXLVLWLRQ�GDWH��,I�WKH�FRQWLQJHQW�FRQVLGHUDWLRQ�LV�FODVVLILHG�DV�HTXLW\��LW�LV�QRW�
UHPHDVXUHG�DQG�VHWWOHPHQW�LV�DFFRXQWHG�IRU�ZLWKLQ�HTXLW\��2WKHUZLVH��VXEVHTXHQW�FKDQJHV�WR�WKH�IDLU�YDOXH�RI�WKH�
FRQWLQJHQW�FRQVLGHUDWLRQ�DUH�UHFRJQL]HG�LQ�SURILW�RU�ORVV��
�



�

*RRGZLOO�LQ�D�%XVLQHVV�&RPELQDWLRQ�
�
*RRGZLOO�DFTXLUHG�LQ�D�EXVLQHVV�FRPELQDWLRQ�LV��IURP�WKH�DFTXLVLWLRQ�GDWH��DOORFDWHG�WR�HDFK�RI�WKH�FDVK�
JHQHUDWLQJ�XQLWV��RU�JURXSV�RI�FDVK�JHQHUDWLQJ�XQLWV�WKDW�DUH�H[SHFWHG�WR�EHQHILW�IURP�WKH�V\QHUJLHV�RI�WKH�
FRPELQDWLRQ��LUUHVSHFWLYH�RI�ZKHWKHU�RWKHU�DVVHWV�RU�OLDELOLWLHV�DUH�DVVLJQHG�WR�WKRVH�XQLWV�RU�JURXSV�RI�XQLWV��
(DFK�XQLW�RU�JURXS�RI�XQLWV�WR�ZKLFK�WKH�JRRGZLOO�LV�DOORFDWHG��

�
x� 5HSUHVHQWV� WKH� ORZHVW� OHYHO� ZLWKLQ� WKH� *URXS� DW� ZKLFK� WKH� JRRGZLOO� LV� PRQLWRUHG� IRU� LQWHUQDO�

PDQDJHPHQW�SXUSRVHV��DQG��
x� ,V�QRW�ODUJHU�WKDQ�DQ�RSHUDWLQJ�VHJPHQW�GHWHUPLQHG�LQ�DFFRUGDQFH�ZLWK�3)56����2SHUDWLQJ�6HJPHQWV��

�
,PSDLUPHQW� LV� GHWHUPLQHG�E\�DVVHVVLQJ� WKH� UHFRYHUDEOH� DPRXQW� RI� WKH� FDVK� JHQHUDWLQJ�XQLW� RU�JURXS�RI� FDVK�
JHQHUDWLQJ�XQLWV��WR�ZKLFK�WKH�JRRGZLOO�UHODWHV��:KHUH�WKH�UHFRYHUDEOH�DPRXQW�RI�WKH�FDVK�JHQHUDWLQJ�XQLW�RU�JURXS�
RI�FDVK�JHQHUDWLQJ�XQLWV�LV�OHVV�WKDQ�WKH�FDUU\LQJ�DPRXQW��DQ�LPSDLUPHQW�ORVV�LV�UHFRJQL]HG��:KHUH�JRRGZLOO�IRUPV�
SDUW� RI� D� FDVK�JHQHUDWLQJ� XQLW� RU� JURXS� RI� FDVK�JHQHUDWLQJ� XQLWV� DQG� SDUW� RI� WKH� RSHUDWLRQ�ZLWKLQ� WKDW� XQLW� LV�
GLVSRVHG�RI�� WKH�JRRGZLOO�DVVRFLDWHG�ZLWK� WKH�RSHUDWLRQ�GLVSRVHG�RI� LV� LQFOXGHG� LQ� WKH� FDUU\LQJ�DPRXQW�RI� WKH�
RSHUDWLRQ� ZKHQ� GHWHUPLQLQJ� WKH� JDLQ� RU� ORVV� RQ� GLVSRVDO� RI� WKH� RSHUDWLRQ�� *RRGZLOO� GLVSRVHG� RI� LQ� WKLV�
FLUFXPVWDQFH�LV�PHDVXUHG�EDVHG�RQ�WKH�UHODWLYH�YDOXHV�RI�WKH�RSHUDWLRQ�GLVSRVHG�RI�DQG�WKH�SRUWLRQ�RI�WKH�FDVK�
JHQHUDWLQJ�XQLW�UHWDLQHG��$Q�LPSDLUPHQW�ORVV�ZLWK�UHVSHFW�WR�JRRGZLOO�LV�QRW�UHYHUVHG��
�
����&XUUHQW�YHUVXV�QRQ�FXUUHQW�FODVVLILFDWLRQ�
�
7KH� *URXS� SUHVHQWV� DVVHWV� DQG� OLDELOLWLHV� LQ� WKH� VWDWHPHQW� RI� ILQDQFLDO� SRVLWLRQ� EDVHG� RQ� FXUUHQW�QRQFXUUHQW�
FODVVLILFDWLRQ��
�
$Q�DVVHW�LV�FXUUHQW�ZKHQ��

x� ,W�LV�H[SHFWHG�WR�EH�UHDOL]HG�RU�LQWHQGHG�WR�EH�VROG�RU�FRQVXPHG�LQ�QRUPDO�RSHUDWLQJ�F\FOH�
x� ,W�LV�KHOG�SULPDULO\�IRU�WKH�SXUSRVH�RI�WUDGLQJ�
x� ,W�LV�H[SHFWHG�WR�EH�UHDOL]HG�ZLWKLQ�WZHOYH�PRQWKV�DIWHU�WKH�UHSRUWLQJ�SHULRG��RU�
x� &DVK�RQ�KDQG�DQG�LQ�EDQNV�XQOHVV�UHVWULFWHG�IURP�EHLQJ�H[FKDQJHG�RU�XVHG�WR�VHWWOH�D�OLDELOLW\�IRU�DW�OHDVW�

WZHOYH�PRQWKV�DIWHU�WKH�UHSRUWLQJ�SHULRG�
�
$OO�RWKHU�DVVHWV�DUH�FODVVLILHG�DV�QRQFXUUHQW���
�
$�OLDELOLW\�LV�FXUUHQW�ZKHQ��

x� ,W�LV�H[SHFWHG�WR�EH�VHWWOHG�LQ�QRUPDO�RSHUDWLQJ�F\FOH�
x� ,W�LV�KHOG�SULPDULO\�IRU�WKH�SXUSRVH�RI�WUDGLQJ�
x� ,W�LV�GXH�WR�EH�VHWWOHG�ZLWKLQ�WZHOYH�PRQWKV�DIWHU�WKH�UHSRUWLQJ�SHULRG��RU�
x� 7KHUH�LV�QR�XQFRQGLWLRQDO�ULJKW�WR�GHIHU�WKH�VHWWOHPHQW�RI�WKH�OLDELOLW\�IRU�DW�OHDVW�WZHOYH�PRQWKV�DIWHU�WKH�

UHSRUWLQJ�SHULRG�
�
7KH�*URXS�FODVVLILHV�DOO�RWKHU�OLDELOLWLHV�DV�QRQFXUUHQW��
�
����)RUHLJQ�FXUUHQF\�WUDQVDFWLRQV�DQG�WUDQVODWLRQ�
�
7UDQVDFWLRQV�LQ�IRUHLJQ�FXUUHQFLHV�DUH�LQLWLDOO\�UHFRUGHG�E\�WKH�*URXS�DW�WKH�UHVSHFWLYH�IXQFWLRQDO�FXUUHQF\�UDWHV�
SUHYDLOLQJ�DW�WKH�GDWH�RI�WKH�WUDQVDFWLRQ��
�
0RQHWDU\� DVVHWV� DQG�PRQHWDU\� OLDELOLWLHV� GHQRPLQDWHG� LQ� IRUHLJQ� FXUUHQFLHV� DUH� UHWUDQVODWHG� DW� WKH� IXQFWLRQDO�
FXUUHQF\�VSRW�UDWH�RI�H[FKDQJH�UXOLQJ�DW�WKH�UHSRUWLQJ�GDWH��
�
$OO�GLIIHUHQFHV�DUH�WDNHQ�WR�WKH�VWDWHPHQWV�RI�FRPSUHKHQVLYH�LQFRPH�ZLWK�WKH�H[FHSWLRQ�RI�DOO�PRQHWDU\�LWHPV�WKDW�
SURYLGH�DQ�HIIHFWLYH�KHGJH� IRU�D�QHW� LQYHVWPHQW� LQ� D� IRUHLJQ�RSHUDWLRQ��7KHVH�DUH� UHFRJQL]HG� LQ�2&,�XQWLO� WKH�
GLVSRVDO� RI� WKH� QHW� LQYHVWPHQW�� DW� ZKLFK� WLPH� WKH\� DUH� UHFRJQL]HG� LQ� SURILW� RU� ORVV�� 7D[� FKDUJHV� DQG� FUHGLWV�
DSSOLFDEOH�WR�H[FKDQJH�GLIIHUHQFHV�RQ�WKHVH�PRQHWDU\�LWHPV�DUH�DOVR�UHFRUGHG�LQ�WKH�2&,��
�
1RQ�PRQHWDU\�LWHPV�WKDW�DUH�PHDVXUHG�LQ�WHUPV�RI�KLVWRULFDO�FRVW�LQ�D�IRUHLJQ�FXUUHQF\�DUH�WUDQVODWHG�XVLQJ�WKH�
H[FKDQJH�UDWHV�DV� WKH�GDWHV�RI�WKH�LQLWLDO� WUDQVDFWLRQV��1RQ�PRQHWDU\�LWHPV�PHDVXUHG�DW�IDLU�YDOXH�LQ�D�IRUHLJQ�
FXUUHQF\�DUH�WUDQVODWHG�XVLQJ�WKH�H[FKDQJH�UDWHV�DW�WKH�GDWH�ZKHQ�WKH�SDU�YDOXH�LV�GHWHUPLQHG��
�



�

����2SHUDWLQJ�6HJPHQWV�
�
2SHUDWLQJ� VHJPHQWV� DUH� UHSRUWHG� LQ� D�PDQQHU� FRQVLVWHQW� ZLWK� WKH� LQWHUQDO� UHSRUWLQJ� SURYLGHG� WR� WKH� *URXS¶V�
([HFXWLYH�&RPPLWWHH��([H&RP���LWV�FKLHI�RSHUDWLQJ�GHFLVLRQ�PDNHU���7KH�([H&RP�LV�UHVSRQVLEOH�IRU�DOORFDWLQJ�
UHVRXUFHV�DQG�DVVHVVLQJ�SHUIRUPDQFH�RI�WKH�RSHUDWLQJ�VHJPHQWV��
�
,Q�LGHQWLI\LQJ�LWV�RSHUDWLQJ�VHJPHQWV��PDQDJHPHQW�JHQHUDOO\�IROORZV�WKH�*URXS¶V�PDLQ�VHUYLFH�OLQHV�DV�GLVFORVHG�
LQ�1RWH����ZKLFK�UHSUHVHQW�WKH�PDLQ�VHUYLFHV�SURYLGHG�E\�WKH�*URXS��
�
(DFK�RI�WKHVH�RSHUDWLQJ�VHJPHQWV�LV�PDQDJHG�VHSDUDWHO\�DV�HDFK�RI�WKHVH�VHUYLFH�OLQHV�UHTXLUH�GLIIHUHQW�UHVRXUFHV�
DV�ZHOO�DV�PDUNHWLQJ�DSSURDFKHV���$OO�LQWHUVHJPHQW�WUDQVIHUV�DUH�FDUULHG�RXW�DW�DUP¶V�OHQJWK�SULFHV��
�
7KH�PHDVXUHPHQW�SROLFLHV�WKH�*URXS�XVHV�IRU�VHJPHQW�UHSRUWLQJ�XQGHU�3)56����2SHUDWLQJ�6HJPHQWV��DUH�WKH�VDPH�
DV�WKRVH�XVHG�LQ�LWV�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��
�
7KHUH�KDYH�EHHQ�QR�VLJQLILFDQW�FKDQJHV�IURP�SULRU�SHULRGV�LQ�WKH�PHDVXUHPHQW�PHWKRGV�XVHG�WR�GHWHUPLQH�UHSRUWHG�
VHJPHQW�SURILW�RU�ORVV���
�
����&DVK�
�
&DVK�FRQVLVWV�RI�FDVK�RQ�KDQG�DQG�LQ�EDQNV��&DVK�LQ�EDQNV�HDUQV�LQWHUHVW�DW�UHVSHFWLYH�EDQN�GHSRVLW�UDWHV��)RU�WKH�
SXUSRVH�RI�UHSRUWLQJ�FDVK�IORZV��FDVK�LQ�EDQNV�LV�XQUHVWULFWHG�DQG�DYDLODEOH�IRU�XVH�LQ�FXUUHQW�RSHUDWLRQV��
�
����5HFHLYDEOHV�
�
5HFHLYDEOHV�DUH�LQLWLDOO\�UHFRJQL]HG�DW�IDLU�YDOXH�DQG�VXEVHTXHQWO\�PHDVXUHG�DW�DPRUWL]HG�FRVW�XVLQJ�WKH�HIIHFWLYH�
LQWHUHVW� UDWH�PHWKRG� OHVV�DQ\�DOORZDQFH� IRU� LPSDLUPHQW��$PRUWL]HG�FRVW� LV�FDOFXODWHG� WDNLQJ� LQWR�DFFRXQW� DQ\�
GLVFRXQW� RU� SUHPLXP� RQ� DFTXLVLWLRQ� DQG� LQFOXGHV� IHHV� WKDW� DUH� LQWHJUDO� SDUW� RI� WKH� HIIHFWLYH� LQWHUHVW� UDWH� DQG�
WUDQVDFWLRQ� FRVWV�� *DLQV� DQG� ORVVHV� DUH� UHFRJQL]HG� LQ� WKH� VWDWHPHQWV� RI� FRPSUHKHQVLYH� LQFRPH� ZKHQ� WKH�
UHFHLYDEOHV�DUH�GHUHFRJQL]HG�RU�LPSDLUHG��DV�ZHOO�DV�WKURXJK�WKH�DPRUWL]HG�SURFHVV��
�
����,QYHQWRULHV�
�
,QYHQWRULHV�DUH�DVVHWV�KHOG�IRU�VDOH�LQ�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��LQ�WKH�SURFHVV�RI�SURGXFWLRQ�IRU�VXFK�VDOH�
RU�LQ�WKH�IRUP�RI�PDWHULDOV�RU�VXSSOLHV�WR�EH�FRQVXPHG�LQ�WKH�SURGXFWLRQ�SURFHVV�RU�LQ�WKH�UHQGHULQJ�RI�VHUYLFHV��
�
,QYHQWRULHV�DUH�VWDWHG�DW�WKH�ORZHU�RI�FRVW�DQG�QHW�UHDOL]DEOH�YDOXH��159���&RVW�LV�FDOFXODWHG�XVLQJ�WKH�ZHLJKWHG�
DYHUDJH�PHWKRG��159�UHSUHVHQWV� WKH�HVWLPDWHG�VHOOLQJ�SULFH�LQ�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV�� OHVV�HVWLPDWHG�
FRVWV�QHFHVVDU\�WR�PDNH�WKH�VDOH��
�
:KHQ�WKH�159�RI�WKH�LQYHQWRULHV�LV�ORZHU�WKDQ�WKH�FRVW��WKH�*URXS�SURYLGHV�IRU�DQ�DOORZDQFH�IRU�WKH�GHFOLQH�LQ�
WKH�YDOXH�RI� WKH� LQYHQWRU\� DQG� UHFRJQL]HV� WKH�ZULWH�GRZQ�DV�DQ�H[SHQVH� LQ�SURILW� RU� ORVV��7KH�DPRXQW�RI� DQ\�
UHYHUVDO�RI�DQ\�ZULWH�GRZQ�RI� LQYHQWRULHV�� DULVLQJ�IURP�DQ� LQFUHDVH� LQ�QHW� UHDOL]DEOH�YDOXH�� LV� UHFRJQL]HG�DV� D�
UHGXFWLRQ�LQ�WKH�DPRXQW�RI�LQYHQWRULHV�UHFRJQL]HG�DV�DQ�H[SHQVH�LQ�WKH�SHULRG�LQ�ZKLFK�WKH�UHYHUVDO�RFFXUV��
�
:KHQ�LQYHQWRULHV�DUH�XVHG�DQG�VROG��WKH�FDUU\LQJ�DPRXQW�RI�WKRVH�LQYHQWRULHV�LV�UHFRJQL]HG�DV�DQ�H[SHQVH�LQ�WKH�
SHULRG�LQ�ZKLFK�WKH�UHODWHG�UHYHQXH�LV�UHFRJQL]HG��
�
����$VVHWV�KHOG�IRU�VDOH�
�
$VVHWV�DUH�FODVVLILHG�DV�DVVHWV�KHOG�IRU�VDOH�DQG�VWDWHG�DW�WKH�ORZHU�RI�FDUU\LQJ�DPRXQW�DQG�IDLU�YDOXH�OHVV�FRVWV�WR�
VHOO�LI�WKHLU�FDUU\LQJ�DPRXQW�LV�UHFRYHUHG�SULPDULO\�WKURXJK�D�VDOH�WUDQVDFWLRQ�UDWKHU�WKDQ�FRQWLQXLQJ�XVH��:KHQ�
WKH�VDOH�LV�H[SHFWHG�WR�RFFXU�EH\RQG�RQH�\HDU��WKH�HQWLW\�VKDOO�PHDVXUH�WKH�FRVWV�WR�VHOO�DW�WKHLU�SUHVHQW�YDOXH��$Q\�
LQFUHDVH�LQ�WKH�SUHVHQW�YDOXH�RI�WKH�FRVW�WR�VHOO�WKDW�DULVHV�IURP�WKH�SDVVDJH�RI�WLPH�VKDOO�EH�SUHVHQWHG�DV�SDUW�RI�
WKH�RSHUDWLQJ�H[SHQVHV�LQ�SURILW�RU�ORVV��
�
$Q�LPSDLUPHQW�ORVV�LV�UHFRJQL]HG�IRU�DQ\�LQLWLDO�RU�VXEVHTXHQW�ZULWH�GRZQ�RI�WKH�DVVHW�WR�IDLU�YDOXH�OHVV�FRVWV�WR�
VHOO��7KH�*URXS�UHFRJQL]HV�D�JDLQ�IRU�DQ\�VXEVHTXHQW�LQFUHDVH�LQ�IDLU�YDOXH�OHVV�FRVWV�WR�VHOO�RI�DQ�DVVHW��QRW�LQ�
H[FHVV�RI�WKH�FXPXODWLYH�LPSDLUPHQW�ORVV�WKDW�KDV�EHHQ�UHFRJQL]HG��
�



�

2QFH�FODVVLILHG�DV�KHOG�IRU�VDOH��SURSHUW\�DQG�HTXLSPHQW�DUH�QR�ORQJHU�DPRUWL]HG�RU�GHSUHFLDWHG�DQG�DQ\�HTXLW\�
DFFRXQWHG�LQYHVWHH�LV�QR�ORQJHU�HTXLW\�DFFRXQWHG��

�
:KHQ�FKDQJHV�WR�WKH�SODQ�RI�VDOH�DUH�PDGH�DQG�WKH�*URXS�FHDVHV�WR�FODVVLI\�WKH�DVVHW�DV�KHOG�IRU�VDOH��WKH�*URXS�
UHPHDVXUHV�WKH�DVVHW�DW�WKH�ORZHU�RI�LWV�FDUU\LQJ�DPRXQW�EHIRUH�WKH�DVVHW�ZDV�FODVVLILHG�DV�KHOG�IRU�VDOH��DGMXVWHG�
IRU�DQ\�GHSUHFLDWLRQ��DPRUWL]DWLRQ�RU�UHYDOXDWLRQ�WKDW�ZRXOG�KDYH�EHHQ�UHFRJQL]HG�KDG�WKH�DVVHW�QRW�EHHQ�FODVVLILHG�
DV� KHOG�IRU�VDOH�� DQG� LWV� UHFRYHUDEOH� DPRXQW� DW� WKH� GDWH� RI� WKH� VXEVHTXHQW� GHFLVLRQ� QRW� WR� VHOO�� *DLQ� RU� ORVV�
UHFRJQL]HG�RQ�PHDVXUHPHQW�RI�D�QRQ�FXUUHQW�DVVHW�FODVVLILHG�DV�KHOG�IRU�VDOH� LV�SUHVHQWHG�XQGHU� WKH�RSHUDWLQJ�
LQFRPH��H[SHQVH��LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�FRPSUHKHQVLYH�LQFRPH��

�
$Q� LWHP�RI�DVVHW�KHOG�IRU�VDOH� LV� GHUHFRJQL]HG�ZKHQ�HLWKHU� LW�KDV�EHHQ�GLVSRVHG�RI�RU�ZKHQ� LW� LV�SHUPDQHQWO\�
ZLWKGUDZQ� IURP�XVH�DQG�QR�IXWXUH�HFRQRPLF�EHQHILWV� DUH�H[SHFWHG�IURP� LWV�XVH�RU�GLVSRVDO��$Q\�JDLQ�RU� ORVV�
DULVLQJ�RQ�WKH�UHWLUHPHQW�DQG�GLVSRVDO�RI�DQ�LWHP�RI�DVVHW�KHOG�IRU�VDOH��FDOFXODWHG�DV�WKH�GLIIHUHQFH�EHWZHHQ�WKH�
QHW�GLVSRVDO�SURFHHGV�DQG�WKH�FDUU\LQJ�DPRXQW�RI�WKH�DVVHW��LV�LQFOXGHG�LQ�SURILW�RU�ORVV�LQ�WKH�SHULRG�RI�UHWLUHPHQW�
RU�GLVSRVDO��
�
����3UHSD\PHQWV�DQG�RWKHU�FXUUHQW�DVVHWV�
�
7KLV�DFFRXQW�FRPSULVHV�RI�SUHSD\PHQWV��SUHSDLG�WD[HV�DQG�LQSXW�WD[HV��3UHSD\PHQWV�DUH�H[SHQVHV�SDLG�LQ�DGYDQFH�
DQG�UHFRUGHG�DV�DVVHWV�EHIRUH�WKH\�DUH�XWLOL]HG��3UHSD\PHQWV�WKDW�DUH�H[SHFWHG�WR�EH�UHDOL]HG�IRU�QR�PRUH�WKDQ����
PRQWKV�DIWHU�WKH�UHSRUWLQJ�SHULRG�DUH�FODVVLILHG�DV�FXUUHQW�DVVHWV��RWKHUZLVH��WKHVH�DUH�FODVVLILHG�DV�RWKHU�QRQFXUUHQW�
DVVHW��
�
3UHSDLG� WD[HV�SHUWDLQ� WR� WKH� DPRXQW�ZLWKKHOG�E\� VXSSOLHUV�ZKLFK�FDQ�EH� DSSOLHG�DJDLQVW� LQFRPH� WD[�GXH�� ,W� LV�
FDUULHG� DW� IDFH�YDOXH� OHVV� DOORZDQFH� IRU�XQUHFRYHUDEOH� WD[�FUHGLWV��7KH�*URXS�PDLQWDLQV� DQ� DOORZDQFH� IRU� WKH�
DPRXQW�ZKLFK�FDQ�QR�ORQJHU�EH�FODLPHG�RU�DSSOLHG�DJDLQVW�LQFRPH�WD[�GXH��
�
�����3URSHUW\�DQG�HTXLSPHQW�
�
3URSHUW\�DQG�HTXLSPHQW��H[FHSW�ODQG��DUH�UHFRUGHG�DW�FRVW�OHVV�DFFXPXODWHG�GHSUHFLDWLRQ��DQG�LPSDLUPHQW�ORVVHV��
LI�DQ\��7KH�LQLWLDO�FRVW�RI�SURSHUW\�DQG�HTXLSPHQW�FRQVLVWV�RI�LWV�SXUFKDVH��LQFOXGLQJ�LPSRUW�GXWLHV�WD[HV�DQG�DQ\�
GLUHFWO\�DWWULEXWDEOH�FRVWV�RI�EULQJLQJ�WKH�DVVHW�WR�LWV�ZRUNLQJ�FRQGLWLRQ�DQG�ORFDWLRQ�IRU�LWV�LQWHQGHG�XVH��/DQG�LV�
VWDWHG�DW�FRVW�OHVV�DQ\�LPSDLUPHQW�LQ�YDOXH��
�
6XEVHTXHQW�FRVWV�DUH�LQFOXGHG�LQ�WKH�DVVHW
V�FDUU\LQJ�DPRXQW�RU�UHFRJQL]HG�DV�D�VHSDUDWH�DVVHW��DV�DSSURSULDWH��
RQO\�ZKHQ�LW�LV�SUREDEOH�WKDW�IXWXUH�HFRQRPLF�EHQHILWV�DVVRFLDWHG�ZLWK�WKH�LWHP�ZLOO�IORZ�WR�WKH�*URXS�DQG�WKH�
FRVW�RI�WKH�LWHP�FDQ�EH�PHDVXUHG�UHOLDEO\��7KH�FDUU\LQJ�DPRXQW�RI�WKH�UHSODFHG�SDUW�LV�GHUHFRJQL]HG��$OO�RWKHU�
UHSDLUV�DQG�PDLQWHQDQFH�FRVWV�DUH�FKDUJHG�WR�SURILW�RU�ORVV�GXULQJ�WKH�SHULRG�LQ�ZKLFK�WKHVH�DUH�LQFXUUHG��
�
0DMRU�UHQRYDWLRQV�DUH�GHSUHFLDWHG�RYHU� WKH�UHPDLQLQJ�XVHIXO� OLIH�RI�WKH�UHODWHG�DVVHW�RU�WR�WKH�GDWH�RI�WKH�QH[W�
PDMRU�UHQRYDWLRQ��ZKLFKHYHU�LV�VRRQHU��
�
&RQVWUXFWLRQ� LQ� SURJUHVV� UHSUHVHQWV� VWUXFWXUHV� XQGHU� FRQVWUXFWLRQ� DQG� LV� VWDWHG� DW� FRVW�� 7KLV� LQFOXGHV� FRVW� RI�
FRQVWUXFWLRQ�DQG�RWKHU�GLUHFW�FRVWV��%RUURZLQJ�FRVWV�WKDW�DUH�GLUHFWO\�DWWULEXWDEOH�WR�WKH�FRQVWUXFWLRQ�RI�TXDOLI\LQJ�
SURSHUW\�DQG�HTXLSPHQW�DUH�FDSLWDOL]HG�GXULQJ�WKH�FRQVWUXFWLRQ�SHULRG��&RQVWUXFWLRQ�LQ�SURJUHVV�LV�QRW�GHSUHFLDWHG�
XQWLO�VXFK�WLPH�WKDW�WKH�UHOHYDQW�DVVHWV�DUH�UHDG\�IRU�XVH��
�
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ��ZKLFK�FRPPHQFHV�ZKHQ�WKH�DVVHWV�DUH�DYDLODEOH�IRU�LWV�LQWHQGHG�XVH��DUH�FDOFXODWHG�
XVLQJ�WKH�VWUDLJKW�OLQH�PHWKRG�RYHU�LWV�HVWLPDWHG�XVHIXO�OLIH�DV�IROORZV��
�

� � 1XPEHU�RI�\HDUV�
� � �
0DFKLQHU\�DQG�HTXLSPHQW� � ��WR����\HDUV�

/HDVHKROG�LPSURYHPHQW� � ��WR����\HDUV�RU�OHDVH�WHUP��
ZKLFKHYHU�LV�VKRUWHU�

7UDQVSRUWDWLRQ�HTXLSPHQW� � ��WR���\HDUV�
)XUQLWXUH��IL[WXUHV�DQG�HTXLSPHQW� � ��WR���\HDUV�

�
7KH�DVVHW
V�UHVLGXDO�YDOXHV��HVWLPDWHG�XVHIXO�OLYHV�DQG�GHSUHFLDWLRQ�PHWKRG�DUH�UHYLHZHG�SHULRGLFDOO\��DQG�DGMXVWHG�
LI�DSSURSULDWH��DW�HDFK�UHSRUWLQJ�GDWH�WR�HQVXUH�WKDW�PHWKRG�DQG�SHULRG�RI�GHSUHFLDWLRQ�DQG�DUH�FRQVLVWHQW�ZLWK�WKH�



�

H[SHFWHG�SDWWHUQ�RI�HFRQRPLF�EHQHILWV�IURP�LWHPV�RI�SURSHUW\�DQG�HTXLSPHQW��
�

7KH� FDUU\LQJ� DPRXQWV� RI� SURSHUW\� DQG� HTXLSPHQW� DUH� UHYLHZHG� IRU� LPSDLUPHQW� ZKHQ� HYHQWV� RU� FKDQJHV� LQ�
FLUFXPVWDQFHV�LQGLFDWH�WKDW�WKH�FDUU\LQJ�DPRXQWV�PD\�QRW�EH�UHFRYHUDEOH��
�
)XOO\�GHSUHFLDWHG�DVVHWV�DUH�UHWDLQHG�LQ�WKH�DFFRXQWV�XQWLO�WKH\�DUH�QR�ORQJHU�LQ�XVH��

�
$Q� LWHP� RI� SURSHUW\�� DQG� HTXLSPHQW� LV� GHUHFRJQL]HG� ZKHQ� HLWKHU� LW� KDV� EHHQ�GLVSRVHG�RI�RU�ZKHQ�LW�LV�
SHUPDQHQWO\�ZLWKGUDZQ�IURP�XVH�DQG�QR�IXWXUH�HFRQRPLF� EHQHILWV� DUH� H[SHFWHG� IURP� LWV� XVH� RU� GLVSRVDO�� $Q\�
JDLQ� RU� ORVV� DULVLQJ� IURP� WKH�UHWLUHPHQW� DQG� GLVSRVDO� RI� DQ� LWHP� RI� SURSHUW\�� DQG� HTXLSPHQW� �FDOFXODWHG� DV�
WKH� GLIIHUHQFH� EHWZHHQ� WKH� QHW� GLVSRVDO� SURFHHGV� DQG� WKH� FDUU\LQJ� DPRXQW� RI� WKH� DVVHW�� LV� UHFRJQL]HG� LQ� WKH�
FRQVROLGDWHG�VWDWHPHQWV�RI�FRPSUHKHQVLYH�LQFRPH�LQ�WKH�SHULRG�RI�UHWLUHPHQW�DQG�GLVSRVDO��
�
�����2WKHU�DVVHWV�
�
2WKHU�DVVHWV�SHUWDLQ�WR�RWKHU�UHVRXUFHV�FRQWUROOHG�E\�WKH�&RPSDQ\�DV�D�UHVXOW�RI�SDVW�HYHQWV��7KH\�DUH�UHFRJQL]HG�LQ�
WKH�ILQDQFLDO�VWDWHPHQWV�ZKHQ�LW�LV�SUREDEOH�WKDW�WKH�IXWXUH�HFRQRPLF�EHQHILWV�ZLOO�IORZ�WR�WKH�&RPSDQ\�DQG�WKH�DVVHW�
KDV�D�FRVW�RU�YDOXH�WKDW�FDQ�EH�PHDVXUHG�UHOLDEO\��
�
2WKHU� DVVHWV� DUH� FODVVLILHG� LQ� WKH� VWDWHPHQWV�RI� ILQDQFLDO� SRVLWLRQ� DV� FXUUHQW� DVVHWV�ZKHQ� WKH� FRVW� RI�JRRGV�RU�
VHUYLFHV�UHODWHG�WR�WKH�DVVHWV�DUH�H[SHFWHG�WR�EH�LQFXUUHG�ZLWKLQ�RQH�\HDU�RU�WKH�&RPSDQ\
V�QRUPDO�RSHUDWLQJ�F\FOH��
ZKLFKHYHU�LV�ORQJHU��
�
2WKHU�UHFRJQL]HG�DVVHWV�RI�VLPLODU�QDWXUH��ZKHUH�IXWXUH�HFRQRPLF�EHQHILWV�DUH�H[SHFWHG�WR�IORZ�WR�WKH�&RPSDQ\�
EH\RQG�RQH�\HDU�DIWHU�WKH�HQG�RI�WKH�UHSRUWLQJ�SHULRG��RU�LQ�WKH�QRUPDO�RSHUDWLQJ�F\FOH�RI�WKH�EXVLQHVV��LI�ORQJHU���DUH�
FODVVLILHG�DV�QRQFXUUHQW�DVVHWV��
�
�����,PSDLUPHQWV�RI�QRQ�ILQDQFLDO�DVVHWV�
�
*HQHUDO�
7KH�FDUU\LQJ�DPRXQWV�RI�SUHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV��DVVHW�KHOG�IRU��VDOH��ULJKW�RI�XVH�DVVHW�DQG�
SURSHUW\�DQG�HTXLSPHQW��DUH�UHYLHZHG�IRU�LPSDLUPHQW�ZKHQ�HYHQWV�RU�FKDQJHV�LQ�FLUFXPVWDQFHV�LQGLFDWH�WKDW�WKH�
FDUU\LQJ�DPRXQW�PD\�QRW�EH�UHFRYHUDEOH��,I�DQ\�VXFK�LQGLFDWLRQ�H[LVWV��DQG�LI�WKH�FDUU\LQJ�DPRXQW�H[FHHGV�WKH�
HVWLPDWHG�UHFRYHUDEOH�DPRXQW��WKH�DVVHWV�RU�FDVK�JHQHUDWLQJ�XQLWV�DUH�ZULWWHQ�GRZQ�WR�WKHLU�UHFRYHUDEOH�DPRXQWV��
7KH�UHFRYHUDEOH�DPRXQW�RI�WKH�DVVHW�LV�WKH�JUHDWHU�RI�IDLU�YDOXH�OHVV�FRVWV�WR�VHOO�DQG�YDOXH�LQ�XVH��7KH�IDLU�YDOXH�
OHVV� FRVWV� WR� VHOO� LV� WKH� DPRXQW� REWDLQDEOH� IURP� WKH� VDOH� RI� DQ� DVVHW� LQ� DQ� DUP
V� OHQJWK� WUDQVDFWLRQ� EHWZHHQ�
NQRZOHGJHDEOH��ZLOOLQJ�SDUWLHV��OHVV�FRVWV�RI�GLVSRVDO��,Q�DVVHVVLQJ�YDOXH�LQ�XVH��WKH�HVWLPDWHG�IXWXUH�FDVK�IORZV�
DUH�GLVFRXQWHG�WR�WKHLU�SUHVHQW�YDOXH�XVLQJ�D�SUH�WD[�GLVFRXQW�UDWH�WKDW�UHIOHFWV�FXUUHQW�PDUNHW�DVVHVVPHQWV�RI�WKH�
WLPH�YDOXH�RI�PRQH\�DQG�WKH�ULVNV�VSHFLILF�WR�WKH�DVVHW��)RU�DQ�DVVHW�WKDW�GRHV�QRW�JHQHUDWH�ODUJHO\�LQGHSHQGHQW�
FDVK� LQIORZV�� WKH� UHFRYHUDEOH� DPRXQW� LV� GHWHUPLQHG� IRU� WKH� FDVK�JHQHUDWLQJ� XQLW� WR�ZKLFK� WKH� DVVHW� EHORQJV��
,PSDLUPHQW�ORVVHV�DUH�UHFRJQL]HG�LQ�SURILW�RU�ORVV�LQ�WKRVH�H[SHQVH�FDWHJRULHV�FRQVLVWHQW�ZLWK�WKH�IXQFWLRQ�RI�WKH�
LPSDLUHG�DVVHW��
�
$Q�DVVHVVPHQW�LV�PDGH�DW�HDFK�UHSRUWLQJ�GDWH�DV�WR�ZKHWKHU�WKHUH�LV�DQ\�LQGLFDWLRQ�WKDW�SUHYLRXVO\�UHFRJQL]HG�
LPSDLUPHQW�ORVVHV�PD\�QR�ORQJHU�H[LVW�RU�PD\�KDYH�GHFUHDVHG��,I�VXFK�LQGLFDWLRQ�H[LVWV��WKH�UHFRYHUDEOH�DPRXQW�
LV�HVWLPDWHG��$�SUHYLRXVO\�UHFRJQL]HG�LPSDLUPHQW�ORVV�LV�UHYHUVHG�RQO\�LI�WKHUH�KDV�EHHQ�D�FKDQJH�LQ�WKH�HVWLPDWHV�
XVHG�WR�GHWHUPLQH�WKH�DVVHW
V�UHFRYHUDEOH�DPRXQW�VLQFH�WKH�ODVW�LPSDLUPHQW�ORVV�ZDV�UHFRJQL]HG��,I�WKDW�LV�WKH�FDVH��
WKH�FDUU\LQJ�DPRXQW�RI�WKH�DVVHW�LV�LQFUHDVHG�WR�LWV�UHFRYHUDEOH�DPRXQW��7KDW�LQFUHDVHG�DPRXQW�FDQQRW�H[FHHG�WKH�
FDUU\LQJ�DPRXQW�WKDW�ZRXOG�KDYH�EHHQ�GHWHUPLQHG��QHW�RI�GHSUHFLDWLRQ��KDG�QR�LPSDLUPHQW�ORVV�EHHQ�UHFRJQL]HG�
IRU� WKH�DVVHW� LQ�SULRU�\HDUV��6XFK�UHYHUVDO� LV�UHFRJQL]HG� LQ�SURILW�RU� ORVV��$IWHU�VXFK�UHYHUVDO�� WKH�GHSUHFLDWLRQ�
FKDUJH�LV�DGMXVWHG�LQ�IXWXUH�SHULRGV�WR�DOORFDWH�WKH�DVVHW
V�UHYLVHG�FDUU\LQJ�DPRXQW��OHVV�DQ\�UHVLGXDO�YDOXH��RQ�D�
V\VWHPDWLF�EDVLV�RYHU�LWV�UHPDLQLQJ�XVHIXO�OLIH��
�
�����(PSOR\HH�EHQHILWV�
�
6KRUW�WHUP�(PSOR\HH�%HQHILWV�
6KRUW�WHUP�HPSOR\HH�EHQHILWV�DUH�H[SHQVHG�DV� WKH�UHODWHG�VHUYLFH� LV�SURYLGHG��$� OLDELOLW\� LV� UHFRJQL]HG�IRU� WKH�
DPRXQW�H[SHFWHG�WR�EH�SDLG�LI�WKH�*URXS�KDV�D�SUHVHQW�OHJDO�RU�FRQVWUXFWLYH�REOLJDWLRQ�WR�SD\�WKLV�DPRXQW�DV�D�
UHVXOW�RI�SDVW�VHUYLFH�SURYLGHG�E\�WKH�HPSOR\HH�DQG�WKH�REOLJDWLRQ�FDQ�EH�HVWLPDWHG�UHOLDEO\��
�



�

5HWLUHPHQW�%HQHILWV�
�
7KH�*URXS�LV�FRYHUHG�E\�D�QRQFRQWULEXWRU\�GHILQHG�EHQHILWV�UHWLUHPHQW�SODQ��7KH�QHW�UHWLUHPHQW�EHQHILWV�OLDELOLW\�

RU�DVVHW�LV�WKH�DJJUHJDWH�RI�WKH�SUHVHQW�YDOXH�RI�WKH�GHILQHG�EHQHILWV�REOLJDWLRQ�DW�WKH�HQG�RI�WKH�UHSRUWLQJ�
SHULRG�UHGXFHG�E\�WKH�IDLU�YDOXH���RI�SODQ�DVVHWV��
�
5HWLUHPHQW�EHQHILWV�FRVWV�FRPSULVH�WKH�IROORZLQJ��
�
6HUYLFH�FRVW�
6HUYLFH�FRVWV�ZKLFK�LQFOXGH�FXUUHQW�VHUYLFH�FRVWV��SDVW�VHUYLFH�FRVWV�DQG�JDLQV�RU�ORVVHV�RQ�QRQ�URXWLQH�VHWWOHPHQWV�
DUH�UHFRJQL]HG�DV�H[SHQVH�LQ�SURILW�RU�ORVV��3DVW�VHUYLFH�FRVWV�DUH�UHFRJQL]HG�ZKHQ�SODQ�DPHQGPHQW�RU�FXUWDLOPHQW�
RFFXUV��
�
1HW�LQWHUHVW�RQ�WKH�QHW�GHILQHG�EHQHILWV�OLDELOLW\�RU�DVVHW�
1HW�LQWHUHVW�RQ�WKH�QHW�GHILQHG�EHQHILWV�OLDELOLW\�RU�DVVHW�LV�WKH�FKDQJH�GXULQJ�WKH�SHULRG�LQ�WKH�QHW�GHILQHG�EHQHILWV�
OLDELOLW\�RU�DVVHW�WKDW�DULVHV�IURP�WKH�SDVVDJH�RI�WLPH�ZKLFK�LV�GHWHUPLQHG�E\�DSSO\LQJ�WKH�GLVFRXQW�UDWH�EDVHG�RQ�
WKH�JRYHUQPHQW�ERQGV�WR�WKH�QHW�GHILQHG�EHQHILWV�OLDELOLW\�RU�DVVHW��1HW�LQWHUHVW�RQ�WKH�QHW�GHILQHG�EHQHILWV�OLDELOLW\�
RU�DVVHW�LV�UHFRJQL]HG�DV�H[SHQVH�RU�LQFRPH�LQ�SURILW�RU�ORVV��
�
5HPHDVXUHPHQWV�RI�QHW�GHILQHG�EHQHILWV�OLDELOLW\�RU�DVVHW�
5HPHDVXUHPHQWV�FRPSULVLQJ�DFWXDULDO�JDLQV�DQG�ORVVHV��UHWXUQ�RQ�SODQ�DVVHWV�DQG�DQ\�FKDQJH�LQ�WKH�HIIHFW�RI�WKH�
DVVHW�FHLOLQJ��H[FOXGLQJ�QHW�LQWHUHVW�RQ�GHILQHG�EHQHILWV�OLDELOLW\��DUH�UHFRJQL]HG�LPPHGLDWHO\�LQ�2&,�LQ�WKH�SHULRG�
LQ�ZKLFK�WKH\�DULVH��5HPHDVXUHPHQWV�DUH�QRW�UHFODVVLILHG�WR�SURILW�RU�ORVV�LQ�VXEVHTXHQW�SHULRGV��7KHVH�DUH�UHWDLQHG�
LQ�2&,�XQWLO�IXOO�VHWWOHPHQW�RI�WKH�REOLJDWLRQ��

:KHQ�WKH�EHQHILWV�RI�D�SODQ�DUH�FKDQJHG��RU�ZKHQ�D�SWDQ�LV�FXUWDLOHG��WKH�UHVXOWLQJ�FKDQJH�LQ�EHQHILWV�WKDW�UHODWHV�
WR�SDVW�VHUYLFH�RU�WKH�JDLQ�RU�ORVV�RQ�FXUWDLOPHQW�LV�UHFRJQL]HG�LPPHGLDWHO\�LQ�SURILW�RU�ORVV��7KH�*URXS�UHFRJQL]HV�
JDLQV�DQG�ORVVHV�RQ�WKH�VHWWOHPHQW�RI�D�GHILQHG�EHQHILWV�UHWLUHPHQW�SODQ�ZKHQ�WKH�VHWWOHPHQW�RFFXUV��
�
�����%RUURZLQJV�
�
%RUURZLQJV�DUH�LQLWLDOO\�UHFRJQL]HG�DW�IDLU�YDOXH��QHW�RI�WUDQVDFWLRQ�FRVWV�LQFXUUHG��%RUURZLQJV�DUH�VXEVHTXHQWO\�
PHDVXUHG�DW�DPRUWL]HG�FRVW��$Q\�GLIIHUHQFH�EHWZHHQ�WKH�SURFHHGV��QHW�RI�WUDQVDFWLRQ�FRVWV��DQG�WKH�UHGHPSWLRQ�
DPRXQW�LV�UHFRJQL]HG�LQ�SURILW�RU�ORVV�RYHU�WKH�SHULRG�RI�WKH�ERUURZLQJV�XVLQJ�WKH�HIIHFWLYH�LQWHUHVW�PHWKRG��)HHV�
SDLG�RQ�WKH�HVWDEOLVKPHQW�RI�ORDQ�IDFLOLWLHV�DUH�UHFRJQL]HG�DV�WUDQVDFWLRQ�FRVWV�RI�WKH�ORDQ�WR�WKH�H[WHQW�WKDW�LW�LV�
SUREDEOH�WKDW�VRPH�RU�DOO�RI�WKH�IDFLOLW\�ZLOO�EH�GUDZQ�GRZQ��,Q�WKLV�FDVH��WKH�IHH�LV�GHIHUUHG�XQWLO�WKH�GUDZ�GRZQ�
RFFXUV��7R�WKH�H[WHQW�WKHUH�LV�QR�HYLGHQFH�WKDW�LV�SUREDEOH�WKDW�VRPH�RU�DOO�RI�WKH�IDFLOLW\�ZLOO�EH�GUDZQ�GRZQ��WKH�
IHH�LV�FDSLWDOL]HG�DV�D�SUHSD\PHQW�IRU�OLTXLGLW\�VHUYLFHV�DQG�DPRUWL]HG�RYHU�WKH�SHULRG�RI�WKH�IDFLOLW\�WR�ZKLFK�LW�
UHODWHV��
�
%RUURZLQJV� DUH� UHPRYHG� IURP� WKH� EDODQFH� VKHHW�ZKHQ� WKH� REOLJDWLRQ� VSHFLILHG� LQ� WKH� FRQWUDFW� LV� GLVFKDUJHG��
FDQFHOOHG�RU�H[SLUHG��7KH�GLIIHUHQFH�EHWZHHQ�WKH�FDUU\LQJ�DPRXQW�RI�D�ILQDQFLDO�OLDELOLW\�WKDW�KDV�EHHQ�H[WLQJXLVKHG�
RU�WUDQVIHUUHG�WR�DQRWKHU�SDUW\�DQG�WKH�FRQVLGHUDWLRQ�SDLG��LQFOXGLQJ�DQ\�QRQFDVK�DVVHWV�WUDQVIHUUHG�RU�OLDELOLWLHV�
DVVXPHG��LV�UHFRJQL]HG�LQ�SURILW�RU�ORVV�DV�RWKHU�LQFRPH�RU�ILQDQFH�FRVWV��
�
:KHUH�WKH�WHUPV�RI�D�ILQDQFLDO�OLDELOLW\�DUH�UHQHJRWLDWHG�DQG�WKH�HQWLW\�LVVXHV�HTXLW\�LQVWUXPHQWV�WR�D�FUHGLWRU�WR�
H[WLQJXLVK�DOO�RU�SDUW�RI�WKH�OLDELOLW\��GHEW�IRU�HTXLW\�VZDS���D�JDLQ�RU�ORVV�LV�UHFRJQL]HG�LQ�SURILW�RU�ORVV��ZKLFK�LV�
PHDVXUHG�DV�WKH�GLIIHUHQFH�EHWZHHQ�WKH�FDUU\LQJ�DPRXQW�RI�WKH�ILQDQFLDO�OLDELOLW\�DQG�WKH�IDLU�YDOXH�RI�WKH�HTXLW\�
LQVWUXPHQWV�LVVXHG��
�
%RUURZLQJV�DUH�FODVVLILHG�DV�FXUUHQW�OLDELOLWLHV�XQOHVV�WKH�*URXS�KDV�DQ�XQFRQGLWLRQDO�ULJKW�WR�GHIHU�VHWWOHPHQW�RI�
WKH�OLDELOLW\�IRU�DW�OHDVW����PRQWKV�DIWHU�WKH�UHSRUWLQJ�SHULRG��
�
� �



�

�����%RUURZLQJ�FRVWV�
�
*HQHUDO�DQG�VSHFLILF�ERUURZLQJ�FRVWV�WKDW�DUH�GLUHFWO\�DWWULEXWDEOH�WR�WKH�DFTXLVLWLRQ��FRQVWUXFWLRQ�RU�SURGXFWLRQ�
RI�D�TXDOLI\LQJ�DVVHW�DUH�FDSLWDOL]HG�GXULQJ�WKH�SHULRG�RI�WLPH�WKDW�LV�UHTXLUHG�WR�FRPSOHWH�DQG�SUHSDUH�WKH�DVVHW�IRU�
LWV�LQWHQGHG�XVH�RU�VDOH��4XDOLI\LQJ�DVVHWV�DUH�DVVHWV�WKDW�QHFHVVDULO\�WDNH�D�VXEVWDQWLDO�SHULRG�RI�WLPH�WR�JHW�UHDG\�
IRU�WKHLU�LQWHQGHG�XVH�RU�VDOH��
�
,QYHVWPHQW� LQFRPH� HDUQHG� RQ� WKH� WHPSRUDU\� LQYHVWPHQW� RI� VSHFLILF� ERUURZLQJV� SHQGLQJ� WKHLU� H[SHQGLWXUH� RQ�
TXDOLI\LQJ�DVVHWV�LV�GHGXFWHG�IURP�WKH�ERUURZLQJ�FRVWV�HOLJLEOH�IRU�FDSLWDOL]DWLRQ��
�
2WKHU�ERUURZLQJ�FRVWV�DUH�H[SHQVHG�LQ�WKH�SHULRG�LQ�ZKLFK�WKH\�DUH�LQFXUUHG��
�
�����5HYHQXH�UHFRJQLWLRQ�
�
7KH�*URXS�UHFRJQL]HV�UHYHQXH�IURP�FRQWUDFWV�ZLWK�FXVWRPHUV�ZKHQ�FRQWURO�RI�WKH�JRRGV�RU�VHUYLFHV�DUH�WUDQVIHUUHG�
WR�WKH�FXVWRPHU�DW�DQ�DPRXQW�WKDW�UHIOHFWV�WKH�FRQVLGHUDWLRQ�WR�ZKLFK�WKH�*URXS�H[SHFWV�WR�EH�HQWLWOHG�LQ�H[FKDQJH�
IRU�WKRVH�JRRGV�RU�VHUYLFHV��H[FOXGLQJ�DPRXQWV�FROOHFWHG�RQ�EHKDOI�RI�WKLUG�SDUWLHV��
�
7KH�WUDQVIHU�RI�FRQWURO�FDQ�RFFXU�RYHU�WLPH�RU�DW�D�SRLQW�LQ�WLPH��5HYHQXH�LV�UHFRJQL]HG�DW�D�SRLQW�LQ�WLPH�XQOHVV�
RQH�RI�WKH�IROORZLQJ�FULWHULD� LV�PHW��LQ�ZKLFK�FDVH�LW�LV�UHFRJQL]HG�RYHU� WLPH�� �D��WKH�FXVWRPHU�VLPXOWDQHRXVO\�
UHFHLYHV�DQG�FRQVXPHV�WKH�EHQHILWV�DV�WKH�*URXS�SHUIRUPV�LWV�REOLJDWLRQV���E��WKH�*URXS
V�SHUIRUPDQFH�FUHDWHV�RU�
HQKDQFHV�DQ�DVVHW�WKDW�WKH�FXVWRPHU�FRQWUROV�DV�WKH�DVVHW�LV�FUHDWHG�RU�HQKDQFHG��RU��F��WKH�*URXS
V�SHUIRUPDQFH�
GRHV�QRW�FUHDWH�DQ�DVVHW�ZLWK�DQ�DOWHUQDWLYH�XVH�WR�WKH�*URXS�DQG�WKH�*URXS�KDV�DQ�HQIRUFHDEOH�ULJKW�WR�SD\PHQW�
IRU�SHUIRUPDQFH�FRPSOHWHG�WR�GDWH��
�
5HYHQXH�IURP�FRQWUDFWV�ZLWK�FXVWRPHUV�
�
7KH�*URXS�LV�SULQFLSDOO\�HQJDJHG�LQ�WKH�EXVLQHVV�RI�SURGXFLQJ�SDSHU�EDVHG�SURGXFWV��5HYHQXH�IURP�FRQWUDFWV�ZLWK�
FXVWRPHUV�LV�UHFRJQL]HG�ZKHQ�FRQWURO�RI�WKH�JRRGV�RU�VHUYLFHV�DUH�WUDQVIHUUHG�WR�WKH�FXVWRPHU�DW�DQ�DPRXQW�WKDW�
UHIOHFWV�WKH�FRQVLGHUDWLRQ�WR�ZKLFK�WKH�*URXS�H[SHFWV�WR�EH�HQWLWOHG�LQ�H[FKDQJH�IRU�WKRVH�JRRGV�RU�VHUYLFHV��
�
7KH�*URXS�DVVHVVHV�LWV�UHYHQXH�DUUDQJHPHQWV� WR�GHWHUPLQH�LI� LW� LV�DFWLQJ�DV�SULQFLSDO�RU�DJHQW��7KH�*URXS�KDV�
FRQFOXGHG�WKDW�LW�DFWV�DV�D�SULQFLSDO�DV�LW�FRQWUROV�WKH�JRRGV�RU�VHUYLFHV�EHIRUH�WUDQVIHUULQJ�WR�WKH�FXVWRPHU��

5HYHQXH�6WUHDPV�
7KH�IROORZLQJ�VSHFLILF�UHFRJQLWLRQ�FULWHULD�PXVW�DOVR�EH�PHW�EHIRUH�UHYHQXH�LV�UHFRJQL]HG��

5HYHQXH�IURP�3URGXFW�6DOHV�
7KH�*URXS�PDQXIDFWXUHV�DQG�VHOOV�D�ZLGH�UDQJH�RI�SDSHU��FDUWRQV�DQG�SDFNDJLQJ�PDWHULDOV�LQ�WKH�GRPHVWLF�DQG�
LQWHUQDWLRQDO�PDUNHWV��5HYHQXH�IURP�SURGXFW�VDOHV�LV�UHFRJQL]HG�DW�WKH�SRLQW�LQ�WLPH�ZKHQ�FRQWURO�RI�WKH�JRRGV�LV�
WUDQVIHUUHG� WR� WKH� EX\HU�� ZKLFK� LV� QRUPDOO\� XSRQ� GHOLYHU\� RI� WKH� JRRGV�� 7UDGH� GLVFRXQWV� DUH� GHWHUPLQHG� DW�
LQFHSWLRQ� RI� WKH� FRQWUDFW� DQG� LV� QRW� VXEMHFW� WR� YDULDELOLW\�� 5HWXUQV� GR� QRW� UHVXOW� WR� VLJQLILFDQW� YDULDEOH�
FRQVLGHUDWLRQ��7KH�JHQHUDO�SD\PHQW�WHUPV�ZLWK�FXVWRPHUV�DUH�FDVK�XSRQ�RUGHU�DQG�FUHGLW�WHUPV�ZKLFK�JHQHUDOO\�
UDQJHV�IURP����WR����GD\V�IURP�LQYRLFH�GDWH��
�
9DULDEOH�&RQVLGHUDWLRQ���'LVFRXQWV�
,Q�WKH�QRUPDO�FRXUVH�RI�EXVLQHVV��WKH�*URXS�SURYLGHV�LQFHQWLYHV�VXFK�DV�GLVFRXQWV�WR�FXVWRPHUV�ZKLFK�DUH�W\SLFDOO\�
FRQVLGHUHG�LQ�WKH�GHWHUPLQDWLRQ�RI�FRQVLGHUDWLRQ�RU�SULFHV�WR�EH�FKDUJHG�WR�WKH�FXVWRPHUV�RI�WKH�GDWH�RI�WUDQVDFWLRQ��
7KHUH�DUH�QR�YDULDEOH�FRQVLGHUDWLRQ�WKDW�LV�GHSHQGHQW�XSRQ�IXOILOOPHQW�RI�FHUWDLQ�FRQGLWLRQV�LQ�WKH�IXWXUH�WKDW�PD\�
UHVXOW�WR�UHYHUVDO�RI�UHYHQXH��

6HUYLFH�,QFRPH�
6HUYLFH�LQFRPH�UHSUHVHQWV�UHYHQXH�IURP�WROOLQJ�DQG�LV�UHFRJQL]HG�RYHU�WLPH��ZKLFK�LV�XSRQ�UHQGHULQJ�RI�VHUYLFHV�
WR�D�FXVWRPHU�WKURXJK�SURFHVVLQJ�RI�WKH�UDZ�PDWHULDOV�LQWR�ILQLVKHG�JRRGV��WR�ZKLFK�WKH�FXVWRPHU�VLPXOWDQHRXVO\�
UHFHLYHV�DQG�FRQVXPHV�WKH�EHQHILWV�SURYLGHG�E\�WKH�*URXS��5HYHQXH�LV�PHDVXUHG�EDVHG�RQ�FXVWRPHU�DSSURYHG�
RXWSXW�SHU�PRQWK��
�
5HQWDO�,QFRPH�
5HQWDO�LQFRPH�DULVLQJ�IURP�FHUWDLQ�PDFKLQHU\�DQG�HTXLSPHQW�LV�DFFRXQWHG�IRU�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�RQH�
\HDU��/HDVH�LQFHQWLYHV�JUDQWHG�DUH�UHFRJQL]HG�DV�DQ�LQWHJUDO�SDUW�RI� WKH�WRWDO�UHQW�LQFRPH�RYHU�WKH�WHUP�RI� WKH�
OHDVH��



�

�
,QWHUHVW�,QFRPH�
,QWHUHVW�LQFRPH�RQ�EDQN�GHSRVLWV��QHW�RI�ZLWKKROGLQJ�WD[��DQG�RWKHU�LQFRPH�DUH�UHFRUGHG�ZKHQ�HDUQHG��

2WKHU�,QFRPH�
5HYHQXH�LV�UHFRJQL]HG�ZKHQ�HDUQHG��
�
&RQWUDFW�EDODQFHV�
�
5HFHLYDEOH�IURP�FXVWRPHUV�
$�UHFHLYDEOH�UHSUHVHQWV�WKH�*URXS¶V�ULJKW�WR�DQ�DPRXQW�RI�FRQVLGHUDWLRQ�WKDW�LV�XQFRQGLWLRQDO��L�H���RQO\�WKH�SDVVDJH�
RI�WLPH�LV�UHTXLUHG�EHIRUH�SD\PHQW�RI�WKH�FRQVLGHUDWLRQ�LV�GXH���
�
&RQWUDFW�DVVHWV�
$�FRQWUDFW�DVVHW�LV�WKH�ULJKW�WR�FRQVLGHUDWLRQ�LQ�H[FKDQJH�IRU�JRRGV�RU�VHUYLFHV�WUDQVIHUUHG�WR�WKH�FXVWRPHU��,I�WKH�
*URXS�SHUIRUPV�E\�WUDQVIHUULQJ�JRRGV�RU�VHUYLFHV�WR�D�FXVWRPHU�EHIRUH�WKH�FXVWRPHU�SD\V�FRQVLGHUDWLRQ�RU�EHIRUH�
SD\PHQW�LV�GXH��D�FRQWUDFW�DVVHW�LV�UHFRJQL]HG�IRU�WKH�HDUQHG�FRQVLGHUDWLRQ�WKDW�LV�FRQGLWLRQDO��
�
&RQWUDFW�OLDELOLWLHV�
$�FRQWUDFW�OLDELOLW\�LV�WKH�REOLJDWLRQ�WR�WUDQVIHU�JRRGV�RU�VHUYLFHV�WR�D�FXVWRPHU�IRU�ZKLFK�WKH�*URXS�KDV�UHFHLYHG�
FRQVLGHUDWLRQ��RU�DQ�DPRXQW�RI�FRQVLGHUDWLRQ�LV�GXH��IURP�WKH�FXVWRPHU��,I�D�FXVWRPHU�SD\V�FRQVLGHUDWLRQ�EHIRUH�
WKH�*URXS�WUDQVIHUV�JRRGV�RU�VHUYLFHV�WR�WKH�FXVWRPHU��D�FRQWUDFW�OLDELOLW\�LV�UHFRJQL]HG�ZKHQ�WKH�SD\PHQW�LV�PDGH�
RU�WKH�SD\PHQW�LV�GXH��ZKLFKHYHU�LV�HDUOLHU��&RQWUDFW�OLDELOLWLHV�DUH�UHFRJQL]HG�DV�UHYHQXH�ZKHQ�WKH�*URXS�SHUIRUPV�
XQGHU�WKH�FRQWUDFW��
�
�����&RVW�DQG�H[SHQVHV�UHFRJQLWLRQ�
�
&RVWV�DQG�H[SHQVHV�DUH�GHFUHDVHV� LQ�HFRQRPLF�EHQHILWV�GXULQJ� WKH�UHSRUWLQJ�SHULRG� LQ� WKH�IRUP�RI�RXWIORZV�RU�
GHFUHDVH� RI� DVVHWV� RU� LQFXUUHQFH� RI� OLDELOLWLHV� WKDW� UHVXOW� LQ� GHFUHDVHV� LQ� HTXLW\�� RWKHU� WKDQ� WKRVH� UHODWLQJ� WR�
GLVWULEXWLRQV�WR�HTXLW\�SDUWLFLSDQWV��&RVW�DQG�H[SHQVHV�DUH�UHFRJQL]HG�ZKHQ�LQFXUUHG�DUH�SUHVHQWHG�LQ�SURILW�RU�ORVV�
XVLQJ�IXQFWLRQ�RI�H[SHQVH�PHWKRG��
�
�����5HODWHG�SDUW\�WUDQVDFWLRQV�DQG�UHODWLRQVKLS�
�
5HODWHG�SDUW\�UHODWLRQVKLS�H[LVWV�ZKHQ�RQH�SDUW\�KDV�WKH�DELOLW\�WR�FRQWURO��GLUHFWO\��RU�LQGLUHFWO\�WKURXJK�RQH�RU�
PRUH�LQWHUPHGLDULHV��WKH�RWKHU�SDUW\�RU�H[HUFLVH�LQIOXHQFH�RYHU�WKH�RWKHU�SDUW\�LQ�PDNLQJ�ILQDQFLDO�DQG�RSHUDWLQJ�
GHFLVLRQV��6XFK�UHODWLRQVKLSV�DOVR�H[LVW�EHWZHHQ�DQG�RU�DPRQJ�HQWLWLHV�ZKLFK�DUH�XQGHU�FRPPRQ�FRQWURO�ZLWK�WKH�
UHSRUWLQJ� HQWHUSULVH�� RU� EHWZHHQ�� DQG�RU� DPRQJ� WKH� UHSRUWLQJ� HQWHUSULVH� DQG� LWV� NH\� PDQDJHPHQW� SHUVRQQHO��
GLUHFWRUV��RU�LWV�VKDUHKROGHUV��,Q�FRQVLGHULQJ�HDFK�SRVVLEOH� �UHODWHG�SDUW\�UHODWLRQVKLS��DWWHQWLRQ�LV�GLUHFWHG�WR�WKH�
VXEVWDQFH�RI� WKH�UHODWLRQVKLS��DQG�QRW�PHUHO\� WKH� OHJDO� IRUP��5HODWHG�SDUWLHV�PD\�EH� LQGLYLGXDOV�RU�FRUSRUDWH�
HQWLWLHV��

'XH� WR�IURP�UHODWHG�SDUWLHV�DUH�QRQ�LQWHUHVW�EHDULQJ�ERUURZLQJV��7KHVH�DUH�PHDVXUHG� LQLWLDOO\�DW� WKHLU�QRPLQDO�
YDOXHV�DQG�VXEVHTXHQWO\�UHFRJQL]HG�DW�DPRUWL]HG�FRVWV�OHVV�VHWWOHPHQW�SD\PHQWV��
�
�����(TXLW\�
�
6KDUH� FDSLWDO� LV�PHDVXUHG� DW� SDU� YDOXH� IRU� DOO� VKDUHV� LVVXHG��:KHQ� WKH� VKDUHV� DUH� VROG� RXW� DW� D� SUHPLXP�� WKH�
GLIIHUHQFH�EHWZHHQ�WKH�SURFHHGV�DQG�WKH�SDU�YDOXH�LV�FUHGLWHG�WR�WKH�³6KDUH�3UHPLXP´�DFFRXQW��:KHQ�VKDUHV�DUH�
LVVXHG� IRU� D� FRQVLGHUDWLRQ� RWKHU� WKDQ� FDVK�� WKH� SURFHHGV� DUH�PHDVXUHG� E\� WKH� IDLU� YDOXH� RI� WKH� FRQVLGHUDWLRQ�
UHFHLYHG��,Q�FDVH�WKH�VKDUHV�DUH�LVVXHG�WR�H[WLQJXLVK�RU�VHWWOH�WKH�OLDELOLW\�RI�WKH�*URXS��WKH�VKDUHV�VKDOO�EH�PHDVXUHG�
HLWKHU� DW� WKH� IDLU� YDOXH� RI� WKH� VKDUHV� LVVXHG� RU� IDLU� YDOXH� RI� WKH� OLDELOLW\� VHWWOHG�� ZKLFKHYHU� LV� PRUH� UHOLDEO\�
GHWHUPLQDEOH��
�
,QFUHPHQWDO�FRVWV�LQFXUUHG�GLUHFWO\�DWWULEXWDEOH�WR�WKH�LVVXDQFH�RI�QHZ�VKDUHV�DUH�VKRZQ�LQ�HTXLW\�DV�D�GHGXFWLRQ�
IURP�SURFHHGV��QHW�RI�WD[��
�
5HWDLQHG�HDUQLQJV�UHSUHVHQW� WKH�FXPXODWLYH�EDODQFH�RI�SHULRGLF�QHW� LQFRPH�RU� ORVV��GLYLGHQG�GLVWULEXWLRQ��SULRU�
SHULRG�DGMXVWPHQWV��HIIHFW�RI�FKDQJHV�LQ�DFFRXQWLQJ�SROLF\�DQG�RWKHU�FDSLWDO�DGMXVWPHQWV��:KHQ�UHWDLQHG�HDUQLQJV�
DFFRXQW�KDV�D�GHELW�EDODQFH��LW�LV�FDOOHG�³GHILFLW´��DQG�SUHVHQWHG�DV�D�GHGXFWLRQ�IURP�HTXLW\��
�



�

'LYLGHQGV� DUH� UHFRJQL]HG�ZKHQ� WKH\� EHFRPH� OHJDOO\� SD\DEOH��'LYLGHQG� GLVWULEXWLRQ� WR� HTXLW\� VKDUHKROGHUV� LV�
UHFRJQL]HG�DV�OLDELOLW\�LQ�WKH�*URXS¶V�ILQDQFLDO�VWDWHPHQWV�LQ�WKH�SHULRG�LQ�ZKLFK�WKH�GLYLGHQGV�DUH�GHFODUHG�DQG�
DSSURYHG�E\�WKH�*URXS¶V�%RDUG�RI�'LUHFWRUV��
�
�����,QFRPH�WD[HV�
�
&XUUHQW�LQFRPH�WD[�
&XUUHQW�LQFRPH�WD[�DVVHWV�DQG�OLDELOLWLHV�IRU�WKH�FXUUHQW�SHULRG�LV�PHDVXUHG�DW�WKH�DPRXQW�H[SHFWHG�WR�EH�UHFRYHUHG�
IURP�RU�SDLG�WR�WKH�WD[DWLRQ�DXWKRULWLHV��7KH�WD[�UDWHV�DQG�WD[�ODZV�XVHG�WR�FRPSXWH�WKH�DPRXQW�DUH�WKRVH�WKDW�DUH�
HQDFWHG�RU�VXEVWDQWLYHO\�HQDFWHG�DW�WKH�UHSRUWLQJ�GDWH��
�
&XUUHQW�LQFRPH�WD[�UHODWLQJ�WR�LWHPV�UHFRJQL]HG�GLUHFWO\�LQ�HTXLW\�LV�UHFRJQL]HG�LQ�HTXLW\�DQG�QRW�LQ�WKH�VWDWHPHQWV�
RI�FRPSUHKHQVLYH�LQFRPH��0DQDJHPHQW�SHULRGLFDOO\�HYDOXDWHV�SRVLWLRQV�WDNHQ�LQ�WKH�WD[�UHWXUQV�ZLWK�UHVSHFW�WR�
VLWXDWLRQV� LQ� ZKLFK� DSSOLFDEOH� WD[� UHJXODWLRQV� DUH� VXEMHFW� WR� LQWHUSUHWDWLRQ� DQG� HVWDEOLVKHV� SURYLVLRQV� ZKHUH�
DSSURSULDWH��
�
'HIHUUHG�WD[�
'HIHUUHG�WD[�LV�SURYLGHG�XVLQJ�WKH�OLDELOLW\�PHWKRG�RQ�DOO�WHPSRUDU\�GLIIHUHQFHV�EHWZHHQ�WKH�WD[�EDVHV�RI�DVVHWV�
DQG�OLDELOLWLHV�DQG�WKHLU�FDUU\LQJ�DPRXQWV�IRU�UHSRUWLQJ�SXUSRVHV��
�
'HIHUUHG�WD[�OLDELOLWLHV�DUH�UHFRJQL]HG�IRU�DOO�WD[DEOH�WHPSRUDU\�GLIIHUHQFHV��H[FHSW��
�

x� :KHQ�WKH�GHIHUUHG�WD[�OLDELOLW\�DULVHV�IURP�WKH�LQLWLDO�UHFRJQLWLRQ�RI�JRRGZLOO�RU�DQ�DVVHW�RU�OLDELOLW\�LQ�D�
WUDQVDFWLRQ� ZKLFK� LV� QRW� D� EXVLQHVV� FRPELQDWLRQ� DQG� DW� WKH� WLPH� RI� WKH� WUDQVDFWLRQ�� DIIHFWV� QHLWKHU�
DFFRXQWLQJ�SURILW�QRU�WD[DEOH�SURILW�RU�ORVV��DQG�
�

x� ,Q�UHVSHFW�RI�WD[DEOH�WHPSRUDU\�GLIIHUHQFHV�DVVRFLDWHG�ZLWK�LQYHVWPHQWV�LQ�VXEVLGLDULHV��DVVRFLDWHV�DQG�
LQWHUHVW�LQ�MRLQW�YHQWXUHV��ZKHQ�WLPLQJ�RI�WKH�UHYHUVDO�RI�WKH�WHPSRUDU\�GLIIHUHQFHV�FDQ�EH�FRQWUROOHG�DQG�
LW�LV�SUREDEOH�WKDW�WKH�WHPSRUDU\�GLIIHUHQFHV�ZLOO�QRW�UHYHUVH�LQ�WKH�IRUHVHHDEOH�IXWXUH��

�
'HIHUUHG�WD[�DVVHWV�DUH�UHFRJQL]HG�IRU�DOO�GHGXFWLEOH�WHPSRUDU\�GLIIHUHQFHV��WKH�FDUU\�IRUZDUG�RI�XQXVHG�WD[�FUHGLWV�
IURP�H[FHVV�PLQLPXP�FRUSRUDWH�LQFRPH�WD[��0&,7��DQG�QHW�RSHUDWLQJ�ORVV�FDUU\�RYHU��12/&2���DQG�DQ\�XQXVHG�
WD[� ORVVHV� WR� WKH� H[WHQW� WKDW� LW� LV� SUREDEOH� WKDW� WD[DEOH� SURILW� ZLOO� EH� DYDLODEOH� DJDLQVW� ZKLFK� WKH� GHGXFWLEOH�
WHPSRUDU\�GLIIHUHQFHV�DQG�WKH�FDUU\�IRUZDUG�RI�XQXVHG�WD[�FUHGLWV�IURP�0&,7�DQG�12/&2�DQG�XQXVHG�WD[�ORVVHV�
FDQ�EH�XWLOL]HG��H[FHSW��
�

x� :KHQ� WKH� GHIHUUHG� WD[� DVVHW� UHODWLQJ� WR� WKH� GHGXFWLEOH� WHPSRUDU\� GLIIHUHQFHV� DULVHV� IURP� WKH� LQLWLDO�
UHFRJQLWLRQ�RI�DQ�DVVHW�RU�OLDELOLW\�LQ�D�WUDQVDFWLRQ�WKDW�LV�QRW�D�EXVLQHVV�FRPELQDWLRQ��DQG�DW�WKH�WLPH�RI�
WKH�WUDQVDFWLRQ��DIIHFWV�QHLWKHU�WKH�DFFRXQWLQJ�SURILW�QRU�WD[DEOH�SURILW��RU�ORVV���
�

x� ,Q�UHVSHFW�RI�GHGXFWLEOH�WHPSRUDU\�GLIIHUHQFHV�DVVRFLDWHG�ZLWK�LQYHVWPHQWV�LQ�VXEVLGLDULHV��DVVRFLDWHV�DQG�
LQWHUHVWV�LQ�MRLQW�YHQWXUHV��GHIHUUHG�WD[�DVVHWV�DUH�UHFRJQL]HG�RQO\�WR�WKH�H[WHQW�WKDW�LW�LV�SUREDEOH�WKDW�WKH�
WHPSRUDU\�GLIIHUHQFHV�ZLOO�UHYHUVH�LQ�WKH�IRUHVHHDEOH�IXWXUH�DQG�WD[DEOH�SURILW�ZLOO�EH�DYDLODEOH�DJDLQVW�
ZKLFK�WKH�WHPSRUDU\�GLIIHUHQFHV�FDQ�EH�XWLOL]HG��

�
7KH�FDUU\LQJ�DPRXQW�RI�GHIHUUHG�WD[�DVVHWV�LV�UHYLHZHG�DW�HDFK�UHSRUWLQJ�GDWH�DQG�UHGXFHG�WR�WKH�H[WHQW�WKDW�LW�LV�
QR�ORQJHU�SUREDEOH�WKDW�VXIILFLHQW�WD[DEOH�SURILW�ZLOO�EH�DYDLODEOH�WR�DOORZ�DOO�RU�SDUW�RI�WKH�GHIHUUHG�WD[�DVVHW�WR�EH�
XWLOL]HG��
�
8QUHFRJQL]HG�GHIHUUHG�WD[�DVVHWV�DUH�UHDVVHVVHG�DW�HDFK�UHSRUWLQJ�GDWH�DQG�DUH�UHFRJQL]HG�WR�WKH�H[WHQW�WKDW�LW�KDV�
EHFRPH�SUREDEOH�WKDW�IXWXUH�WD[DEOH�SURILW�ZLOO�DOORZ�WKH�GHIHUUHG�WD[�DVVHW�WR�EH�UHFRYHUHG��
'HIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�DUH�PHDVXUHG�DW�WKH�WD[�UDWHV�WKDW�DUH�H[SHFWHG�WR�DSSO\�LQ�WKH�\HDU�ZKHQ�WKH�
DVVHW�LV�UHDOL]HG�RU�WKH�OLDELOLW\�LV�VHWWOHG��EDVHG�RQ�WD[�UDWHV��DQG�WD[�ODZV��WKDW�KDYH�EHHQ�HQDFWHG�DW�WKH�UHSRUWLQJ�
GDWH��
�
'HIHUUHG�WD[�UHODWLQJ�WR�LWHPV�UHFRJQL]HG�RXWVLGH�SURILW�RU�ORVV�LV�UHFRJQL]HG�RXWVLGH�SURILW�RU�ORVV��'HIHUUHG�WD[�
LWHPV�DUH�UHFRJQL]HG�LQ�FRUUHODWLRQ�WR�WKH�XQGHUO\LQJ�WUDQVDFWLRQ�HLWKHU�LQ�RWKHU�FRPSUHKHQVLYH�LQFRPH�RU�GLUHFWO\�
LQ�HTXLW\��
�



�

'HIHUUHG�WD[�DVVHWV�DQG�GHIHUUHG�WD[�OLDELOLWLHV�DUH�RIIVHW�LI�D�OHJDOO\�HQIRUFHDEOH�ULJKW�H[LVWV�WR�VHW�RII�FXUUHQW�WD[�
DVVHWV� DJDLQVW� FXUUHQW� LQFRPH� WD[� OLDELOLWLHV� DQG� WKH� GHIHUUHG� WD[HV� UHODWH� WR� LQFRPH� WD[HV� OHYLHG� E\� WKH� VDPH�
WD[DWLRQ�DXWKRULW\�RQ�HLWKHU�WKH�VDPH�WD[DEOH�HQWLW\�RU�GLIIHUHQW�WD[DEOH�HQWLWLHV�ZKLFK�LQWHQG�WR�HLWKHU�VHWWOH�WKH�
OLDELOLWLHV�VLPXOWDQHRXVO\��
�
�����9DOXH�DGGHG�WD[HV��9$7��
�
5HYHQXHV��H[SHQVHV��DQG�DVVHWV�DUH�UHFRJQL]HG�QHW�RI�WKH�DPRXQW�RI�9$7�H[FHSW��

x� :KHUH�WKH�VDOHV�WD[�LQFXUUHG�RQ�D�SXUFKDVHG�RI�DVVHWV�RU�VHUYLFHV�LV�QRW�UHFRYHUDEOH�IURP�WKH�WD[DWLRQ�
DXWKRULW\��LQ�ZKLFK�FDVH�WKH�9$7�LV�UHFRJQL]HG�DV�SDUW�RI�WKH�FRVW�RI�DFTXLVLWLRQ�RI�WKH�DVVHW�RU�DV�SDUW�RI�
WKH�H[SHQVH�LWHP�DV�DSSOLFDEOH��DQG��
�

x� 5HFHLYDEOHV�DQG�SD\DEOHV�WKDW�DUH�VWDWHG�ZLWK�WKH�DPRXQW�RI�9$7�LQFOXGHG��
�
�����/HDVHV�
�
$W�LQFHSWLRQ�RI�D�FRQWUDFW��WKH�*URXS�DVVHVVHV�ZKHWKHU�D�FRQWUDFW�LV��RU�FRQWDLQV��D�OHDVH��$�FRQWUDFW�LV��RU�FRQWDLQV��
D�OHDVH�LI�WKH�FRQWUDFW�FRQYH\V�WKH�ULJKW�WR�FRQWURO�WKH�XVH�RI�DQ�LGHQWLILHG�DVVHW�IRU�D�SHULRG�RI�WLPH�LQ�H[FKDQJH�
IRU�FRQVLGHUDWLRQ��7R�DVVHVV�ZKHWKHU�D�FRQWUDFW�FRQYH\V�WKH�ULJKW�WR�FRQWURO� WKH�XVH�RI�DQ�LGHQWLILHG�DVVHW��WKH�
*URXS�XVHV�WKH�GHILQLWLRQ�RI�D�OHDVH�LQ�3)56�����

7KLV�SROLF\�LV�DSSOLHG�WR�FRQWUDFWV�HQWHUHG�LQWR��RQ�RU�DIWHU�-DQXDU\����������

*URXS�DV�/HVVRU�
�
7KH�*URXS�GHWHUPLQHV�DW�OHDVH�LQFHSWLRQ�ZKHWKHU�HDFK�OHDVH�LV�D�ILQDQFH�OHDVH�RU�DQ�RSHUDWLQJ�OHDVH��

7R�FODVVLI\�HDFK�OHDVH��WKH�*URXS�PDNHV�DQ�RYHUDOO�DVVHVVPHQW�RI�ZKHWKHU�WKH�OHDVH�WUDQVIHUV�VXEVWDQWLDOO\�DOO�RI�
WKH�ULVNV�DQG�UHZDUGV�LQFLGHQWDO�WR�RZQHUVKLS�RI�WKH�XQGHUO\LQJ�DVVHW��,I�WKLV�LV�WKH�FDVH��WKH�OHDVH�LV�FODVVLILHG�DV�
D�ILQDQFH�OHDVH��LI�QRW��LW�LV�FODVVLILHG�DV�DQ�RSHUDWLQJ�OHDVH��$V�SDUW�RI�WKH�DVVHVVPHQW��WKH�*URXS�FRQVLGHUV�FHUWDLQ�
LQGLFDWRUV�VXFK�DV�ZKHWKHU�WKH�OHDVH�LV�IRU�WKH�PDMRU�SDUW�RI�WKH�HFRQRPLF�OLIH�RI�WKH�DVVHW��

:KHQ�WKH�*URXS�LV�DQ�LQWHUPHGLDWH�OHVVRU��LW�DFFRXQWV�IRU�WKH�KHDG�OHDVH�DQG�WKH�VXEOHDVH�VHSDUDWHO\��,W�DVVHVVHV�
WKH�OHDVH�FODVVLILFDWLRQ�RI�D�VXEOHDVH�ZLWK�UHIHUHQFH�WR�WKH�ULJKW�RI�XVH�DVVHW�DULVLQJ�IURP�WKH�KHDG�OHDVH��,I�D�KHDG�
OHDVH�LV�D�VKRUW�WHUP�OHDVH�WR�ZKLFK�WKH�*URXS�DSSOLHV�WKH�UHFRJQLWLRQ�H[HPSWLRQ��LW�FODVVLILHV�WKH�VXEOHDVH�DV�DQ�
RSHUDWLQJ�OHDVH��

,I�DQ�DUUDQJHPHQW�FRQWDLQV�OHDVH�DQG�QRQ�OHDVH�FRPSRQHQWV��WKH�*URXS�DSSOLHV�3)56�����5HYHQXH�IURP�&RQWUDFWV�
ZLWK�&XVWRPHUV�WR�DOORFDWH�WKH�FRQVLGHUDWLRQ�LQ�WKH�FRQWUDFW��

7KH�*URXS�UHFRJQL]HV�OHDVH�SD\PHQWV�UHFHLYHG�XQGHU�RSHUDWLQJ�OHDVHV�DV�UHQW�LQFRPH�RQ�D�VWUDLJKW�OLQH�EDVLV�
RYHU�WKH�OHDVH�WHUP��
�
*URXS�DV�D�/HVVHH�
�
$W�FRPPHQFHPHQW�RU�RQ�PRGLILFDWLRQ�RI�D�FRQWUDFW� WKDW�FRQWDLQV�D� OHDVH�FRPSRQHQW�� WKH�*URXS�DOORFDWHV� WKH�
FRQVLGHUDWLRQ�LQ�WKH�FRQWUDFW�WR�HDFK�OHDVH�FRPSRQHQW�RQ�WKH�EDVLV�RI�LWV�UHODWLYH�VWDQG�DORQH�SULFHV��

L��528�$VVHW�
�
7KH� *URXS� UHFRJQL]HV� D� 528� DVVHW� �L�H��� WKH� GDWH� WKH� XQGHUO\LQJ� DVVHWV� LV� DYDLODEOH� IRU� XVH�� DW� WKH� OHDVH�
FRPPHQFHPHQW�GDWH��7KH�528�DVVHW�LV�LQLWLDOO\�PHDVXUHG�DW�FRVW��ZKLFK�FRPSULVHV�WKH�LQLWLDO�DPRXQW�RI�WKH�OHDVH�
OLDELOLW\�DGMXVWHG�IRU�DQ\�OHDVH�SD\PHQWV�PDGH�DW�RU�EHIRUH�WKH�FRPPHQFHPHQW�GDWH��SOXV�DQ\�LQLWLDO�GLUHFW�FRVWV�
LQFXUUHG�DQG�DQ�HVWLPDWH�RI�FRVWV�WR�GLVPDQWOH�DQG�UHPRYH�WKH�XQGHUO\LQJ�DVVHW�RU�WR�UHVWRUH�WKH�XQGHUO\LQJ�DVVHW�
RU�WKH�VLWH�RQ�ZKLFK�LW�LV�ORFDWHG��OHVV�DQ\�OHDVH�LQFHQWLYHV�UHFHLYHG��

7KH�528�DVVHW�LV�VXEVHTXHQWO\�GHSUHFLDWHG�XVLQJ�WKH�VWUDLJKW�OLQH�PHWKRG�IURP�WKH�FRPPHQFHPHQW�GDWH�WR�WKH�
HQG�RI�WKH�OHDVH�WHUP��XQOHVV�WKH�OHDVH�WUDQVIHUV�RZQHUVKLS�RI�WKH�XQGHUO\LQJ�DVVHW�WR�WKH�*URXS�E\�WKH�HQG�RI�WKH�
OHDVH�WHUP�RU�WKH�FRVW�RI�WKH�528�DVVHW�UHIOHFWV�WKDW�WKH�*URXS�ZLOO�H[HUFLVH�D�SXUFKDVH�RSWLRQ��,Q�WKDW�FDVH��WKH�
528�DVVHW�ZLOO�EH�GHSUHFLDWHG�RYHU�WKH�XVHIXO�OLIH�RI�WKH�XQGHUO\LQJ�DVVHW��ZKLFK�LV�GHWHUPLQHG�RQ�WKH�VDPH�EDVLV�
DV�WKRVH�RI�SURSHUW\�DQG�HTXLSPHQW��,Q�DGGLWLRQ��WKH�528�DVVHW�LV�SHULRGLFDOO\�UHGXFHG�E\�LPSDLUPHQW�ORVVHV��LI�
DQ\��DQG�DGMXVWHG�IRU�FHUWDLQ�UHPHDVXUHPHQWV�RI�WKH�OHDVH�OLDELOLW\��



�

LL��/HDVH�/LDELOLW\�
�
$W�FRPPHQFHPHQW�GDWH��WKH�OHDVH�OLDELOLW\�LV�LQLWLDOO\�PHDVXUHG�DW�WKH�SUHVHQW�YDOXH�RI�WKH�OHDVH�SD\PHQWV�WKDW�DUH�
QRW�SDLG�DW�WKH�FRPPHQFHPHQW�GDWH��GLVFRXQWHG�XVLQJ�WKH�LQWHUHVW�UDWH�LPSOLFLW�LQ�WKH�OHDVH�RU��LI�WKDW�UDWH�FDQQRW�
EH� UHDGLO\� GHWHUPLQHG�� WKH� *URXS
V� LQFUHPHQWDO� ERUURZLQJ� UDWH�� *HQHUDOO\�� WKH� *URXS� XVHV� LWV� LQFUHPHQWDO�
ERUURZLQJ�UDWH�DV�WKH�GLVFRXQW�UDWH��
�
7KH�*URXS�GHWHUPLQHV�LWV�LQFUHPHQWDO�ERUURZLQJ�UDWH�E\�REWDLQLQJ�LQWHUHVW�UDWHV�IURP�YDULRXV�H[WHUQDO�ILQDQFLQJ�
VRXUFHV�DQG�PDNHV�FHUWDLQ�DGMXVWPHQWV�WR�UHIOHFW�WKH�WHUPV�RI�WKH�OHDVH�DQG�W\SH�RI�WKH�DVVHW�OHDVHG��
�
/HDVH�SD\PHQWV�LQFOXGHG�LQ�WKH�PHDVXUHPHQW�RI�WKH�OHDVH�OLDELOLW\�FRPSULVH�WKH�IROORZLQJ��

x� )L[HG�SD\PHQWV��LQFOXGLQJ�LQ�VXEVWDQFH�IL[HG�SD\PHQWV���
x� 9DULDEOH�OHDVH�SD\PHQWV�WKDW�GHSHQG�RQ�DQ�LQGH[�RU�D�UDWH��LQLWLDOO\�PHDVXUHG�XVLQJ�WKH�LQGH[�RU�UDWH�DV�

DW�WKH�FRPPHQFHPHQW�GDWH���
x� $PRXQWV�H[SHFWHG�WR�EH�SD\DEOH�XQGHU�D�UHVLGXDO�YDOXH�JXDUDQWHH��DQG��
x� 7KH� H[HUFLVH� SULFH� XQGHU� D� SXUFKDVH� RSWLRQ� WKDW� WKH� *URXS� LV� UHDVRQDEO\� FHUWDLQ� WR� H[HUFLVH�� OHDVH�

SD\PHQWV�LQ�DQ�RSWLRQDO�UHQHZDO�SHULRG�LI�WKH�*URXS�LV�UHDVRQDEO\�FHUWDLQ�WR�H[HUFLVH�DQ�H[WHQVLRQ�RSWLRQ��
DQG�SHQDOWLHV� IRU�HDUO\� WHUPLQDWLRQ�RI�D� OHDVH�XQOHVV� WKH�*URXS�LV�UHDVRQDEO\�FHUWDLQ�QRW� WR� WHUPLQDWH�
HDUO\��
�

7KH�OHDVH�OLDELOLW\�LV�PHDVXUHG�DW�DPRUWL]HG�FRVW�XVLQJ�WKH�HIIHFWLYH�LQWHUHVW�PHWKRG��,W�LV�UHPHDVXUHG�ZKHQ�WKHUH�
LV�D�FKDQJH�LQ�IXWXUH�OHDVH�SD\PHQWV�DULVLQJ�IURP�D�FKDQJH�LQ�DQ�LQGH[�RU�UDWH��LI�WKHUH�LV�D�FKDQJH�LQ�WKH�*URXS
V�
HVWLPDWH� RI� WKH� DPRXQW� H[SHFWHG� WR� EH� SD\DEOH� XQGHU� D� UHVLGXDO� YDOXH� JXDUDQWHH�� LI� WKH� *URXS� FKDQJHV� LWV�
DVVHVVPHQW�RI�ZKHWKHU� LW�ZLOO� H[HUFLVH� D� SXUFKDVH�� H[WHQVLRQ� RU� WHUPLQDWLRQ�RSWLRQ�RU� LI� WKHUH� LV� D� UHYLVHG� LQ�
VXEVWDQFH�IL[HG�OHDVH�SD\PHQW��
�
:KHQ�WKH�OHDVH�OLDELOLW\�LV�UHPHDVXUHG�LQ�WKLV�ZD\��D�FRUUHVSRQGLQJ�DGMXVWPHQW�LV�PDGH�WR�WKH�FDUU\LQJ�DPRXQW�RI�
WKH�528�DVVHW�RU�LV�UHFRUGHG�LQ�SURILW�RU�ORVV�LI�WKH�FDUU\LQJ�DPRXQW�RI�WKH�528�DVVHW�KDV�EHHQ�UHGXFHG�WR�]HUR��
,Q�WKH�FDVH�RI�PRGLILFDWLRQ�WKDW�LV�QRW�DFFRXQWHG�IRU�DV�D�VHSDUDWH�OHDVH�DQG�ZKLFK�GHFUHDVHV�WKH�VFRSH�RI�WKH�OHDVH��
WKH�FDUU\LQJ�DPRXQW�RI�WKH�528�DVVHW�LV�GHFUHDVHG�WR�UHIOHFW�SDUWLDO�RU�IXOO�WHUPLQDWLRQ�DQG�DQ\�JDLQ�RU�ORVV�LV�
UHFRJQL]HG�LQ�SURILW�RU�ORVV��$�WHDVH�PRGLILFDWLRQ�LV�DFFRXQWHG�IRU�DV�D�VHSDUDWH�OHDVH�LI�LW�DGGV�WKH�528�WR�RQH�RU�
PRUH�XQGHUO\LQJ�DVVHWV�DQG�WKH�LQFUHDVH�LQ�FRQVLGHUDWLRQ�LV�FRPPHQVXUDWH�ZLWK�WKH�VWDQG�DORQH�VHOOLQJ�SULFH�IRU�
WKH�LQFUHDVH�LQ�VFRSH�DQG�DQ\�DSSURSULDWH�DGMXVWPHQWV�WR�UHIOHFW�FLUFXPVWDQFHV�RI�WKH�FRQWUDFW��
�
LLL��6KRUW�WHUP�/HDVHV�DQG�/HDVH�RI�/RZ�YDOXH�$VVHWV�
�
7KH�*URXS�KDV�HOHFWHG�QRW�WR�UHFRJQL]H�528�DVVHWV�DQG�OHDVH�OLDELOLWLHV�IRU�OHDVHV�RI�ORZ�YDOXH�DVVHWV�DQG�VKRUW�
WHUP�OHDVHV��7KH�*URXS�UHFRJQL]HV�WKH�OHDVH�SD\PHQWV�DVVRFLDWHG�ZLWK�WKHVH�OHDVHV�DV�DQ�H[SHQVH�RQ�D�VWUDLJKW�
OLQH�EDVLV�RYHU�WKH�OHDVH�WHUP��

�����3URYLVLRQV�DQG�FRQWLQJHQFLHV�
�
3URYLVLRQV�
�
3URYLVLRQV�DUH�UHFRJQL]HG�ZKHQ���D��WKH�*URXS�KDV�D�SUHVHQW�REOLJDWLRQ��OHJDO�RU�FRQVWUXFWLYH��DV�D�UHVXOW�RI�SDVW�
HYHQWV���E��LW�LV�SUREDEOH��L�H���PRUH�OLNHO\�WKDQ�QRW��WKDW�DQ�RXWIORZ�RI�UHVRXUFHV�HPERG\LQJ�HFRQRPLF�EHQHILWV�
ZLOO�EH�UHTXLUHG�WR�VHWWOH�WKH�REOLJDWLRQ��DQG��F��D�UHOLDEOH�HVWLPDWH�RI�WKH�DPRXQW�RI�WKH�REOLJDWLRQ�FDQ�EH�PDGH��
:KHUH�VRPH�RU�DOO�RI�WKH�H[SHQGLWXUH�UHTXLUHG�WR�VHWWOH�D�SURYLVLRQ�LV�H[SHFWHG�WR�EH�UHLPEXUVHG�E\�DQRWKHU�SDUW\��
WKH�UHLPEXUVHPHQW�LV�UHFRJQL]HG�DV�D�VHSDUDWH�DVVHW�RQO\�ZKHQ�LW�LV�YLUWXDOO\�FHUWDLQ�WKDW�UHLPEXUVHPHQW�ZLOO�EH�
UHFHLYHG��7KH�DPRXQW�UHFRJQL]HG�IRU�WKH�UHLPEXUVHPHQW�VKDOO�QRW�H[FHHG�WKH�DPRXQW�RI�WKH�SURYLVLRQ��3URYLVLRQV�
DUH�UHYLHZHG�DW�HDFK�UHSRUWLQJ�GDWH�DQG�DGMXVWHG�WR�UHIOHFW�WKH�FXUUHQW�EHVW�HVWLPDWH��

�
,I�WKH�HIIHFW�RI�WKH�WLPH�YDOXH�RI�PRQH\�LV�PDWHULDO��SURYLVLRQV�DUH�GHWHUPLQHG�E\�GLVFRXQWLQJ�WKH�H[SHFWHG�IXWXUH�
FDVK�IORZV�DW�D�SUH�WD[�UDWH�WKDW�UHIOHFWV�FXUUHQW�PDUNHW�DVVHVVPHQW�RI�WKH�WLPH�YDOXH�RI�PRQH\�DQG�WKH�ULVNV�VSHFLILF�
WR�WKH�OLDELOLW\��:KHUH�GLVFRXQWLQJ�LV�XVHG��WKH�LQFUHDVH�LQ�WKH�SURYLVLRQ�GXH�WR�WKH�SDVVDJH�RI�WLPH�LV�UHFRJQL]HG�
DV�LQWHUHVW�H[SHQVH��
�
� �



�

&RQWLQJHQFLHV�
�
&RQWLQJHQW�OLDELOLWLHV�DUH�QRW�UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�EXW�DUH�GLVFORVHG�LQ�WKH�QRWHV�WR�
WKH� FRQVROLGDWHG� ILQDQFLDO� VWDWHPHQWV� XQOHVV� WKH� SRVVLELOLW\� RI� DQ� RXWIORZ� RI� UHVRXUFHV� HPERG\LQJ� HFRQRPLF�
EHQHILWV�LV�UHPRWH��&RQWLQJHQW�DVVHWV�DUH�QRW�UHFRJQL]HG�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�EXW�DUH�GLVFORVHG�
LQ�WKH�QRWHV�WR�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�ZKHQ�DQ�LQIORZ�RI�HFRQRPLF�EHQHILWV�LV�SUREDEOH��
�
�����2SHUDWLQJ�6HJPHQWV�
�
7KH�*URXS
V�RSHUDWLQJ�VHJPHQWV�DUH�RUJDQL]HG�DQG�PDQDJHG�VHSDUDWHO\�DFFRUGLQJ�WR�WKH�QDWXUH�RI�WKH�SURGXFWV�
DQG�VHUYLFHV�SURYLGHG��ZLWK�HDFK�VHJPHQW�UHSUHVHQWLQJ�D�VWUDWHJLF�EXVLQHVV�XQLW�WKDW�RIIHUV�GLIIHUHQW�SURGXFWV�DQG�
VHUYHV�GLIIHUHQW�PDUNHWV��

�
6&3&�LV�WKH�RQO\�RSHUDWLQJ�VXEVLGLDU\�RI�671�SULRU�WR�WKH�DFTXLVLWLRQ�RI�603&��6&3&
V�DFWLYLW\�DIWHU�LW�FHDVHG�
LWV�SDFNDJLQJ�RSHUDWLRQV�LQ������LV�OLPLWHG�WR�OHDVLQJ�RI�SURSHUWLHV��603&��RQ�WKH�RWKHU�KDQG��ZDV�DFTXLUHG�RQ�
'HFHPEHU�����������$V�VXFK��603&
V�UHVXOWV�RI�RSHUDWLRQV�LQ������ZHUH�FRQVLGHUHG�DV�SUH�DFTXLVLWLRQ�DQG�ZHUH�
QRW�FRQVROLGDWHG�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�FRPSUHKHQVLYH�LQFRPH��*LYHQ�WKH�IRUHJRLQJ��6&3&
V�OHDVLQJ�
EXVLQHVV�ZLWK� 603&� UHSUHVHQWV� WKH� RQO\� UHSRUWDEOH� VHJPHQW� RI� WKH�*URXS� LQ� ����� DQG� ������ )ROORZLQJ� WKH�
DFTXLVLWLRQ�RI�603&�LQ�������WKH�*URXS�KDV�RQO\�RQH�EXVLQHVV�VHJPHQW�ZKLFK�LV�UHODWHG�WR�603&
V�SDFNDJLQJ�
EXVLQHVV��
�
�����(DUQLQJV�SHU�VKDUH��(36��DWWULEXWDEOH�WR�HTXLW\�KROGHUV�
�
%DVLF�(36�LV�FDOFXODWHG�E\�GLYLGLQJ�WKH�SURILW�DWWULEXWDEOH�WR�WKH�ZHLJKWHG�DYHUDJH�QXPEHU�RI�RUGLQDU\�VKDUHV�LQ�
LVVXH�GXULQJ�WKH�\HDU��H[FOXGLQJ�RUGLQDU\�VKDUHV�SXUFKDVHG�E\�WKH�*URXS�DQG�KHOG�DV�WUHDVXU\�VKDUHV��'LOXWHG�(36�
LV�FDOFXODWHG�E\�DGMXVWLQJ�WKH�ZHLJKWHG�DYHUDJH�QXPEHU�RI�RUGLQDU\�VKDUHV�RXWVWDQGLQJ�DQG�DVVXPH�FRQYHUVLRQ�RI�
DOO�GLOXWLYH�SRWHQWLDO�RUGLQDU\�VKDUHV��
�
,I�WKH�QXPEHU�RI�RUGLQDU\�RU�SRWHQWLDO�VKDUHV�RXWVWDQGLQJ�LQFUHDVHV�DV�D�UHVXOW�RI�D�FDSLWDOL]DWLRQ��ERQXV�LVVXH�RU�
VKDUH�VSOLW��RU�GHFUHDVHV�DV�D�UHVXOW�RI�D�UHYHUVH�VKDUH�VSOLW��WKH�FDOFXODWLRQ�RI�EDVLF�DQG�GLOXWHG�(36�IRU�DOO�SHULRGV�
SUHVHQWHG� VKDOO� EH� DGMXVWHG� UHWURVSHFWLYHO\�� ,I� WKHVH� FKDQJHV� RFFXU� DIWHU� WKH� UHSRUWLQJ� SHULRG� EXW� EHIRUH� WKH�
ILQDQFLDO�VWDWHPHQWV�DUH�DXWKRUL]HG�IRU�LVVXH��WKH�SHU�VKDUH�FDOFXODWLRQV�IRU�WKRVH�DQG�DQ\�SULRU�SHULRG�ILQDQFLDO�
VWDWHPHQWV�SUHVHQWHG�VKDOO�EH�EDVHG�RQ�WKH�QHZ�QXPEHU�RI�VKDUHV��
�
7KH�*URXS�KDV�QR�GLOXWLYH�SRWHQWLDO�FRPPRQ�VKDUHV�RXWVWDQGLQJ��
�
�����(YHQWV�DIWHU�WKH�HQG�RI�WKH�UHSRUWLQJ�SHULRG�
�
3RVW�\HDU�HQG�WKDW�SURYLGHV�DGGLWLRQDO�LQIRUPDWLRQ�DERXW�WKH�*URXS¶V�SRVLWLRQ�DW�WKH�EDODQFH�VKHHW�GDWH��DGMXVWLQJ�
HYHQWV���DUH�UHIOHFWHG�LQ�WKH�ILQDQFLDO�VWDWHPHQWV��3RVW�\HDU�HQG�HYHQWV�WKDW�DUH�QRW�DGMXVWLQJ�HYHQWV�DUH�GLVFORVHG�
LQ�WKH�QRWHV�ZKHQ�PDWHULDO��
�
�
127(���±�0$1$*(0(17¶6�86(�2)�-8'*0(176��(67,0$7(6�$1'�$668037,216�
�
7KH�SUHSDUDWLRQ�RI�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQ�DFFRUGDQFH�ZLWK�3)56�UHTXLUHV�PDQDJHPHQW�WR�PDNH�
MXGJPHQWV��HVWLPDWHV�DQG�DVVXPSWLRQV�WKDW�DIIHFW�WKH�DSSOLFDWLRQ�RI�DFFRXQWLQJ�SROLFLHV�DQG�WKH�DPRXQWV�RI�DVVHWV��
OLDELOLWLHV��LQFRPH�DQG�H[SHQVHV�UHSRUWHG�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DW�WKH�UHSRUWLQJ�GDWH��+RZHYHU��
XQFHUWDLQW\�DERXW� WKHVH� MXGJPHQWV��HVWLPDWHV�DQG�DVVXPSWLRQV�FRXOG�UHVXOW� LQ�DQ�RXWFRPH� WKDW�FRXOG�UHTXLUH�D�
PDWHULDO�DGMXVWPHQW�WR�WKH�FDUU\LQJ�DPRXQW�RI�WKH�DIIHFWHG�DVVHW�RU�OLDELOLW\�LQ�WKH�IXWXUH��
�
-XGJPHQWV� DQG� HVWLPDWHV� DUH� FRQWLQXDOO\� HYDOXDWHG� DQG� DUH� EDVHG� RQ� KLVWRULFDO� H[SHULHQFH� DQG� RWKHU� IDFWRUV��
LQFOXGLQJ�H[SHFWDWLRQV�RI�IXWXUH�HYHQWV�WKDW�DUH�EHOLHYHG�WR�EH�UHDVRQDEOH�XQGHU�WKH�FLUFXPVWDQFHV��5HYLVLRQV�DUH�
UHFRJQL]HG�LQ�WKH�SHULRG�LQ�ZKLFK�WKH�MXGJPHQWV�DQG�HVWLPDWHV�DUH�UHYLVHG�DQG�LQ�DQ\�IXWXUH�SHULRG�DIIHFWHG��
�
-XGJPHQWV�
,Q�WKH�SURFHVV�RI�DSSO\LQJ�WKH�DFFRXQWLQJ�SROLFLHV��PDQDJHPHQW�KDV�PDGH�WKH�IROORZLQJ�MXGJPHQWV��DSDUW�IURP�
WKRVH�LQYROYLQJ�HVWLPDWLRQV��ZKLFK�KDYH� WKH�PRVW�VLJQLILFDQW�HIIHFW�RQ�WKH�DPRXQWV�UHFRJQL]HG�LQ�WKH�ILQDQFLDO�
VWDWHPHQWV��

�



�

)XQFWLRQDO�&XUUHQF\��%DVHG�RQ�WKH�HFRQRPLF�VXEVWDQFH�RI�WKH�XQGHUO\LQJ�FLUFXPVWDQFHV�UHOHYDQW�WR�WKH�*URXS��
WKH�IXQFWLRQDO�FXUUHQF\�KDV�EHHQ�GHWHUPLQHG�WR�EH�WKH�3KLOLSSLQH�3HVR��,W�LV�WKH�FXUUHQF\�WKDW�PDLQO\�LQIOXHQFHV�
WKH�VDOHV�SULFH�RI�VHUYLFHV�RI�WKH�*URXS�DQG�WKH�FRVWV�RI�SURYLGLQJ�WKHVH�VHUYLFHV��

�
2SHUDWLQJ�/HDVH�&RPPLWPHQWV���*URXS�DV�/HVVRU��7KH�*URXS�KDV�HQWHUHG�LQWR�DQ�RSHUDWLQJ�OHDVH�DJUHHPHQW�DV�D�
OHVVRU��7KH�*URXS�KDG�GHWHUPLQHG�WKDW�LW�UHWDLQV�DOO�WKH�VLJQLILFDQW�ULVNV�DQG�UHZDUGV�RI�RZQHUVKLS�RI�WKH�SURSHUWLHV�
OHDVHG�RXW�RQ�WKH�RSHUDWLQJ�OHDVH��
�
5HQW� LQFRPH� UHFRJQL]HG� LQ� SURILW� RU� ORVV� DPRXQWHG� WR� QLO�� ଑�����PLOOLRQ�� DQG� QLO� LQ� ������ ����� DQG� ������
UHVSHFWLYHO\��

�
,QFUHPHQWDO�%RUURZLQJ�5DWH�RQ�/HDVHV��7KH�*URXS�FDQQRW�UHDGLO\�GHWHUPLQH�WKH�LQWHUHVW�UDWH�LPSOLFLW�LQ�WKH�OHDVHV��
7KHUHIRUH��LW�XVHV�LWV�UHOHYDQW�LQFUHPHQWDO�ERUURZLQJ�UDWH�WR�PHDVXUH�OHDVH�OLDELOLWLHV��
�
7KH�LQFUHPHQWDO�ERUURZLQJ�UDWH�LV�WKH�UDWH�RI�LQWHUHVW�WKDW�WKH�*URXS�ZRXOG�KDYH�WR�SD\�WR�ERUURZ�RYHU�D�VLPLODU�
WHUP��DQG�ZLWK�D�VLPLODU�VHFXULW\��WKH�IXQGV�QHFHVVDU\�WR�REWDLQ�DQ�DVVHW�RI�D�VLPLODU�YDOXH�WR�WKH�ULJKW�RI�XVH�DVVHW�
LQ�D�VLPLODU�HFRQRPLF�HQYLURQPHQW��7KH�LQFUHPHQWDO�ERUURZLQJ�UDWH�� WKHUHIRUH��UHIOHFWV�ZKDW� WKH�*URXS�ZRXOG�
KDYH�WR�SD\��ZKLFK�UHTXLUHV�HVWLPDWLRQ�ZKHQ�QR�REVHUYDEOH�UDWHV�DUH�DYDLODEOH�DQG�WR�PDNH�DGMXVWPHQWV�WR�UHIOHFW�
WKH�WHUPV�DQG�FRQGLWLRQV�RI�WKH�OHDVH��7KH�*URXS�HVWLPDWHV�WKH�LQFUHPHQWDO�ERUURZLQJ�UDWH�XVLQJ�REVHUYDEOH�LQSXWV�
�VXFK� DV�PDUNHW� LQWHUHVW� UDWHV��ZKHQ� DYDLODEOH� DQG� LV� UHTXLUHG� WR� FRQVLGHU� FHUWDLQ� FRQWUDFW� DQG� HQWLW\�VSHFLILF�
HVWLPDWHV��
�
7KH�*URXS¶V�OHDVH�OLDELOLWLHV�DPRXQWHG�WR�଑�������PLOOLRQ��DQG�଑������PLOOLRQ��DV�DW�'HFHPEHU�����������DQG�
������UHVSHFWLYHO\��
�
'HWHUPLQLQJ�WKH�/HDVH�7HUP�RI�&RQWUDFWV�ZLWK�5HQHZDO�2SWLRQV���*URXS�DV�/HVVHH�
7KH�*URXS�KDV�D�OHDVH�FRQWUDFW�WKDW�LQFOXGH�H[WHQVLRQ�RSWLRQV��$W�OHDVH�FRPPHQFHPHQW�GDWH��WKH�*URXS�DSSOLHV�
MXGJPHQW�LQ�HYDOXDWLQJ�ZKHWKHU�LW�LV�UHDVRQDEO\�FHUWDLQ�WR�H[HUFLVH�WKH�RSWLRQ�WR�UHQHZ�WKH�OHDVH�E\�FRQVLGHULQJ�
DOO�UHOHYDQW�IDFWRUV�WKDW�FUHDWH�DQ�HFRQRPLF�LQFHQWLYH�IRU�LW�WR�H[HUFLVH�WKH�UHQHZDO�RSWLRQ��7KH�*URXS�UHDVVHVVHV�
ZKHWKHU�LW�LV�UHDVRQDEO\�FHUWDLQ�WR�H[HUFLVH�WKH�RSWLRQV�LI�WKHUH�LV�D�VLJQLILFDQW�HYHQW�RU�FKDQJH�LQ�FLUFXPVWDQFHV�
ZLWKLQ�LWV�FRQWURO��
�
&ODVVLILFDWLRQ�RI�)LQDQFLDO�,QVWUXPHQWV��7KH�*URXS�H[HUFLVHV�MXGJPHQWV�LQ�FODVVLI\LQJ�ILQDQFLDO�LQVWUXPHQW�RU�LWV�
FRPSRQHQW� SDUWV�� RQ� LQLWLDO� UHFRJQLWLRQ� DV� D� ILQDQFLDO� DVVHW�� D� ILQDQFLDO� OLDELOLW\�� RU� DQ� HTXLW\� LQVWUXPHQW� LQ�
DFFRUGDQFH�ZLWK�WKH�VXEVWDQFH�RI�WKH�FRQWUDFWXDO�DUUDQJHPHQW�DQG�WKH�GHILQLWLRQV�RI�D�ILQDQFLDO�DVVHW��D�ILQDQFLDO�
OLDELOLW\�RU�DQ�HTXLW\�LQVWUXPHQW��7KH�VXEVWDQFH�RI�D�ILQDQFLDO�LQVWUXPHQW��UDWKHU�WKDQ�LWV�OHJDO�IRUP��JRYHUQV�LWV�
FODVVLILFDWLRQ�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�ILQDQFLDO�SRVLWLRQ��
�
7KH�*URXS�XVHV�LWV�MXGJPHQW�LQ�GHWHUPLQLQJ�WKH�FODVVLILFDWLRQ�RI�ILQDQFLDO�DVVHWV�EDVHG�RQ�LWV�EXVLQHVV�PRGHO�LQ�
ZKLFK�DVVHWV�DUH�PDQDJHG�DQG�WKHLU�FDVK�IORZ�FKDUDFWHULVWLFV��7KH�FODVVLILFDWLRQ�DQG�IDLU�YDOXHV�RI�ILQDQFLDO�DVVHWV�
DQG�ILQDQFLDO�OLDELOLWLHV�DUH�SUHVHQWHG�LQ�1RWH����
�
%XVLQHVV�0RGHO��7KH�&RPSDQ\�PDNHV�DQ�DVVHVVPHQW�RI�WKH�REMHFWLYH�RI�WKH�EXVLQHVV�PRGHO�LQ�ZKLFK�D�ILQDQFLDO�
DVVHW�LV�KHOG�DW�D�SRUWIROLR�OHYHO�EHFDXVH�WKLV�EHVW�UHIOHFWV�WKH�ZD\�WKH�EXVLQHVV� LV�PDQDJHG��DQG�LQIRUPDWLRQ� LV�
SURYLGHG�WR�WKH�PDQDJHPHQW��7KH�LQIRUPDWLRQ�FRQVLGHUHG�LQFOXGHV��
�

�� 7KH�VWDWHG�SROLFLHV�DQG�REMHFWLYHV�IRU�WKH�SRUWIROLR�DQG�WKH�RSHUDWLRQ�RI�WKRVH�SROLFLHV�LQ�SUDFWLFH��7KHVH�
LQFOXGH�ZKHWKHU�PDQDJHPHQW
V�VWUDWHJ\�IRFXVHV�RQ�HDUQLQJ�FRQWUDFWXDO� LQWHUHVW� LQFRPH��PDLQWDLQLQJ�D�
SDUWLFXODU�LQWHUHVW�UDWH�SURILOH��PDWFKLQJ�WKH�GXUDWLRQ�RI�WKH�ILQDQFLDO�DVVHWV�WR�WKH�GXUDWLRQ�RI�DQ\�UHODWHG�
OLDELOLWLHV�RU�H[SHFWHG�FDVK�RXWIORZV�RU�UHDOL]LQJ�FDVK�IORZV�WKURXJK�WKH�VDOH�RI� WKH�DVVHWV��

�
�� +RZ�WKH�SHUIRUPDQFH�RI�WKH�SRUWIROLR�LV�HYDOXDWHG�DQG�UHSRUWHG�WR�WKH�&RPSDQ\
V�PDQDJHPHQW��
�
�� 7KH�ULVNV� WKDW�DIIHFW� WKH�SHUIRUPDQFH�RI� WKH�EXVLQHVV�PRGHO� �DQG�WKH�ILQDQFLDO�DVVHWV�KHOG�ZLWKLQ� WKDW�

EXVLQHVV�PRGHO��DQG�KRZ�WKRVH�ULVNV�DUH�PDQDJHG��
�
�� +RZ�PDQDJHUV�RI�WKH�EXVLQHVV�DUH�FRPSHQVDWHG���H�J��ZKHWKHU�FRPSHQVDWLRQ�LV�EDVHG�RQ�WKH�IDLU�YDOXH�

RI�WKH�DVVHWV�PDQDJHG�RU�WKH�FRQWUDFWXDO�FDVK�IORZV�FROOHFWHG��DQG�
�
�� 7KH�IUHTXHQF\��YROXPH�DQG�WLPLQJ�RI�VDOHV�RI�ILQDQFLDO�DVVHWV�LQ�SULRU�SHULRGV��WKH�UHDVRQV�IRU�VXFK�VDOHV�



�

DQG�H[SHFWDWLRQV�DERXW�IXWXUH�VDODU\�DFWLYLW\��
�
&DVK�)ORZ�&KDUDFWHULVWLFV���3D\PHQWV�RI�3ULQFLSDO�DQG�,QWHUHVW��)RU�WKH�SXUSRVHV�RI�WKLV�DVVHVVPHQW���SULQFLSDO��
LV�GHILQHG�DV�WKH�IDLU�YDOXH�RI�WKH�ILQDQFLDO�DVVHW�RQ�LQLWLDO�UHFRJQLWLRQ���,QWHUHVW��LV�GHILQHG�DV�FRQVLGHUDWLRQ�IRU�
WKH�WLPH�YDOXH�RI�PRQH\�DQG�IRU�WKH�FUHGLW�ULVN�DVVRFLDWHG�ZLWK�WKH�SULQFLSDO�DPRXQW�RXWVWDQGLQJ�GXULQJ�D�SDUWLFXODU�
SHULRG�RI�WLPH�DQG�IRU�RWKHU�EDVLV�OHQGLQJ�ULVNV�DQG�FRVWV��H�J��OLTXLGLW\�ULVN�DQG�DGPLQLVWUDWLYH�FRVWV���DV�ZHOO�DV�
SURILW�PDUJLQ��
�
,Q�DVVHVVLQJ�ZKHWKHU�WKH�FRQWUDFWXDO�FDVK�IORZV�DUH�VROHO\�SD\PHQWV�RI�SULQFLSDO�DQG�LQWHUHVW��WKH�*URXS�FRQVLGHUV�
FRQWUDFWXDO�WHUPV�RI�WKH�LQVWUXPHQW��7KLV�LQFOXGHV�DVVHVVLQJ�ZKHWKHU�WKH�ILQDQFLDO�DVVHW�FRQWDLQV�D�FRQWUDFWXDO�WHUP�
WKDW�FRXOG�FKDQJH�WKH�WLPLQJ�RU�DPRXQW�RI�WKH�FRQWUDFWXDO�FDVK�IORZV�VXFK�WKDW�LW�ZRXOG�QRW�PHHW�WKHVH�FRQGLWLRQV��
,Q�PDNLQJ�WKLV�DVVHVVPHQW��WKH�*URXS�FRQVLGHUV��
�

�� &RQWLQJHQW�HYHQWV�WKDW�ZRXOG�FKDQJH�WKH�DPRXQW�RU�WLPLQJ�RI�FDVK�IORZV��
�� 7HUPV� WKDW� PD\� DGMXVW� WKH� FRQWUDFWXDO� FRXSRQ� UDWH�� LQFOXGLQJ� YDULDEOH�UDWH�IHDWXUHV��
�� 3UHSD\PHQW�DQG�H[WHQVLRQ�IHDWXUHV��DQG�
�� 7HUPV�WKDW�OLPLW�WKH�*URXS
V�FODLP�WR�FDVK�IORZV�IURP�VSHFLILHG�DVVHWV��H�J��QRQ�UHFRXUVH�IHDWXUHV���

�
7KH�*URXS�GHWHUPLQHV�WKDW�WKH�EXVLQHVV�PRGHO�IRU�ILQDQFLDO�DVVHWV�DW�DPRUWL]HG�FRVW�LV�KHOG�WR�FROOHFW�FRQWUDFWXDO�
FDVK�IORZV�DQG�PHHWV�WKH�VROHO\�SULQFLSDO�DQG�LQWHUHVW�FULWHULRQ�DV�DW�'HFHPEHU�����������DQG�������
�
'HWHUPLQLQJ�ZKHWKHU�WKH�*URXS�LV�$FWLQJ�$V�D�3ULQFLSDO�RU�$JHQW�LQ�D�5HYHQXH�7UDQVDFWLRQ��7KH�GHWHUPLQDWLRQ�
RI�ZKHWKHU� WKH�*URXS�DFWV� DV� D�SULQFLSDO�RU� DJHQW� LQ� D� FRQWUDFW� LV�PDGH�E\� LGHQWLI\LQJ� HDFK� VSHFLILHG� VHUYLFH�
SURPLVHG�WR�WKH�FXVWRPHUV�LQ�WKH�FRQWUDFW�DQG�HYDOXDWLQJ�ZKHWKHU�WKH�*URXS�REWDLQV�FRQWURO�RI�WKH�VSHFLILHG�VHUYLFH�
EHIRUH�LW�LV�WUDQVIHUUHG�WR�WKH�FXVWRPHU��

�
7KH�*URXS�GHWHUPLQHG�WKDW�LW�DFWV�DV�D�SULQFLSDO�LQ�LWV�UHYHQXH�WUDQVDFWLRQV��
�
0HDVXUHPHQW� RI� )DLU� 9DOXHV��$� QXPEHU� RI� WKH� &RPSDQ\¶V� DFFRXQWLQJ� SROLFLHV� DQG� GLVFORVXUHV� UHTXLUH� WKH�
PHDVXUHPHQW�RI�IDLU�YDOXHV��IRU�ERWK�ILQDQFLDO�DQG�QRQ�ILQDQFLDO�DVVHWV�DQG�OLDELOLWLHV��
�
7KH�*URXS�XVHV�PDUNHW�REVHUYDEOH�GDWD�ZKHQ�PHDVXULQJ�WKH�IDLU�YDOXH�RI�DQ�DVVHW�RU�OLDELOLW\�� )DLU�YDOXHV�DUH�
FDWHJRUL]HG�LQWR�GLIIHUHQW�OHYHOV�LQ�D�IDLU�YDOXH�KLHUDUFK\�EDVHG�RQ�WKH�LQSXWV�XVHG�LQ�WKH�YDOXDWLRQ�WHFKQLTXHV��
�
,I�WKH�LQSXWV�XVHG�WR�PHDVXUH�WKH�IDLU�YDOXH�RI�DQ�DVVHW�RU�D�OLDELOLW\�PLJKW�EH�FDWHJRUL]HG�LQ�GLIIHUHQW�OHYHOV�RI�WKH�
IDLU�YDOXH�KLHUDUFK\�� WKHQ�WKH�IDLU�YDOXH�PHDVXUHPHQW� LV�FDWHJRUL]HG�LQ� LWV�HQWLUHW\�LQ�WKH�VDPH�OHYHO�RI�WKH�IDLU�
YDOXH� KLHUDUFK\�EDVHG�RQ�WKH�ORZHVW�OHYHO�LQSXW�WKDW�LV�VLJQLILFDQW�WR�WKH�HQWLUH� PHDVXUHPHQW��
�
7KH�*URXS�UHFRJQL]HV�WUDQVIHUV�EHWZHHQ�OHYHOV�RI�WKH�IDLU�YDOXH�KLHUDUFK\�DW�WKH�HQG�RI�WKH�UHSRUWLQJ�SHULRG�GXULQJ�
ZKLFK�WKH�FKDQJH�KDV�RFFXUUHG��
�
7KH�IDLU�YDOXHV�RI�WKH�&RPSDQ\¶V�ILQDQFLDO�LQVWUXPHQWV�DUH�GLVFORVHG�LQ�1RWH����
�
(VWLPDWHV�DQG�$VVXPSWLRQV�
7KH�NH\�HVWLPDWHV�DQG�DVVXPSWLRQV�XVHG�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DUH�EDVHG�XSRQ�PDQDJHPHQW
V�
HYDOXDWLRQ�RI�UHOHYDQW�IDFWV�DQG�FLUFXPVWDQFHV�DV�RI�WKH�GDWH�RI�WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV��$FWXDO�UHVXOWV�
FRXOG�GLIIHU�IURP�VXFK�HVWLPDWHV��
�
$FTXLVLWLRQ�$FFRXQWLQJ��$W� WKH� WLPH�RI�DFTXLVLWLRQ�� WKH�*URXS�FRQVLGHUV�ZKHWKHU� WKH�DFTXLVLWLRQ�UHSUHVHQWV�DQ�
DFTXLVLWLRQ�RI�D�EXVLQHVV�RU�D�JURXS�RI�DVVHWV��7KH�*URXS�DFFRXQWV�IRU�DQ�DFTXLVLWLRQ�DV�D�EXVLQHVV�FRPELQDWLRQ�LI�
LW�DFTXLUHV�DQ�LQWHJUDWHG�VHW�RI�EXVLQHVV�SURFHVVHV�LQ�DGGLWLRQ�WR�WKH�JURXS�RI�DVVHWV�DFTXLUHG��

�
7KH�*URXS�DFFRXQWV�IRU�DFTXLUHG�EXVLQHVVHV�XVLQJ�WKH�DFTXLVLWLRQ�PHWKRG�RI�DFFRXQWLQJ�ZKLFK�UHTXLUHV�WKDW�WKH�
DVVHWV�DFTXLUHG�DQG�WKH�OLDELOLWLHV�DVVXPHG�DUH�UHFRJQL]HG�DW�WKH�GDWH�RI�DFTXLVLWLRQ�EDVHG�RQ�WKHLU�UHVSHFWLYH�IDLU�
YDOXHV��

�
7KH� DSSOLFDWLRQ� RI� WKH� DFTXLVLWLRQ� PHWKRG� UHTXLUHV� FHUWDLQ� HVWLPDWHV� DQG� DVVXPSWLRQV� FRQFHUQLQJ� WKH�
GHWHUPLQDWLRQ�RI�WKH�IDLU�YDOXHV�RI�DFTXLUHG�DVVHWV�DV�ZHOO�DV�OLDELOLWLHV�DVVXPHG�DW�WKH�DFTXLVLWLRQ�GDWH��0RUHRYHU��
WKH� XVHIXO� OLYHV�RI� WKH� DFTXLUHG� LQWDQJLEOH� DVVHWV�� LI� DQ\�� DQG� SURSHUW\� DQG� HTXLSPHQW�KDYH� WR� EH�GHWHUPLQHG��



�

$FFRUGLQJO\��IRU�VLJQLILFDQW�DFTXLVLWLRQV��WKH�*URXS�REWDLQV�DVVLVWDQFH�IURP�YDOXDWLRQ�VSHFLDOLVWV��7KH�YDOXDWLRQV�
DUH�EDVHG�RQ�LQIRUPDWLRQ�DYDLODEOH�DW�WKH�DFTXLVLWLRQ�GDWH��

�
7KH�*URXS�KDV�GHWHUPLQHG�WKDW�WKH�DFTXLVLWLRQ�RI�603&�UHSUHVHQWV�D�EXVLQHVV�GXH�WR�WKH�SUHVHQFH�RI�WKH�LQWHJUDWHG�
VHW�RI�DFWLYLWLHV�DFTXLUHG��

�
,Q�������WKH�*URXS�UHFRJQL]HG�D�JDLQ�DPRXQWLQJ�WR�଑�������PLOOLRQ�UHVXOWLQJ�IURP�WKH�DFTXLVLWLRQ�RI�603&���1RWH�
���

�
$VVHVVPHQW�RI�(&/�$OORZDQFH�RQ�5HFHLYDEOHV��7KH�*URXS��DSSO\LQJ�WKH�VLPSOLILHG�DSSURDFK�LQ�WKH�FRPSXWDWLRQ�
RI�(&/�� LQLWLDOO\�XVHV�D�SURYLVLRQ�PDWUL[�EDVHG�RQ�KLVWRULFDO�GHIDXOW�UDWHV� IRU� WUDGH�DQG�RWKHU�UHFHLYDEOHV��7KH�
*URXS�DOVR�XVHV� DSSURSULDWH�JURXSLQJV� LI� LWV� KLVWRULFDO� FUHGLW� ORVV� H[SHULHQFH� VKRZ�VLJQLILFDQWO\�GLIIHUHQW� ORVV�
SDWWHUQV� IRU� GLIIHUHQW� FXVWRPHU� VHJPHQWV�� 7KH� *URXS� WKHQ� DGMXVWV� WKH� KLVWRULFDO� FUHGLW� ORVV� H[SHULHQFH� ZLWK�
IRUZDUG�ORRNLQJ�LQIRUPDWLRQ�RQ�WKH�EDVLV�RI�FXUUHQW�REVHUYDEOH�GDWD�DIIHFWLQJ�HDFK�FXVWRPHU�VHJPHQW�WR�UHIOHFW�
WKH�HIIHFWV�RI�FXUUHQW�DQG�IRUHFDVWHG�HFRQRPLF�FRQGLWLRQV��
�
7KH�*URXS� DGMXVWV� KLVWRULFDO� GHIDXOW� UDWHV� WR� IRUZDUG�ORRNLQJ� GHIDXOW� UDWH� E\� GHWHUPLQLQJ� WKH� FORVHO\� UHODWHG�
HFRQRPLF�IDFWRU�DIIHFWLQJ�HDFK�FXVWRPHU�VHJPHQW��7KH�*URXS�UHJXODUO\�UHYLHZV�WKH�PHWKRGRORJ\�DQG�DVVXPSWLRQV�
XVHG� IRU� HVWLPDWLQJ�(&/� WR� UHGXFH� DQ\� GLIIHUHQFHV� EHWZHHQ� HVWLPDWHV� DQG� DFWXDO� FUHGLW� ORVV� H[SHULHQFH�� 7KH�
GHWHUPLQDWLRQ� RI� WKH� UHODWLRQVKLS� EHWZHHQ� KLVWRULFDO� GHIDXOW� UDWHV� DQG� IRUHFDVWHG� HFRQRPLF� FRQGLWLRQV� LV� D�
VLJQLILFDQW�DFFRXQWLQJ�HVWLPDWH��

�
7KH�*URXS�KDV�DVVHVVHG�WKDW�WKH�IRUZDUG�ORRNLQJ�GHIDXOW�UDWH�FRPSRQHQW�RI�LWV�(&/�RQ�UHFHLYDEOHV�DUH�QRW�PDWHULDO�
EHFDXVH� VXEVWDQWLDO� DPRXQW�RI� UHFHLYDEOHV�KDV�EHHQ�FROOHFWHG��0RUHRYHU��EDVHG�RQ�PDQDJHPHQW
V� DVVHVVPHQW��
FXUUHQW�FRQGLWLRQV�DQG�IRUZDUG�ORRNLQJ�LQIRUPDWLRQ�GRHV�QRW�LQGLFDWH�D�VLJQLILFDQW�LQFUHDVH�LQ�FUHGLW�ULVN�H[SRVXUH�
RI�WKH�*URXS�IURP�LWV�UHFHLYDEOHV��
�
$OORZDQFH�IRU�LPSDLUPHQW�ORVVHV�LQ�UHFHLYDEOHV�DPRXQWHG�WR�଑�������PLOOLRQ�DV�DW�'HFHPEHU�����������DQG�������
7KH�FDUU\LQJ�DPRXQWV�RI�UHFHLYDEOHV�DPRXQWHG�WR�଑�������PLOOLRQ�DQG�଑�������PLOOLRQ�DV�DW�'HFHPEHU�����������
DQG�������UHVSHFWLYHO\���1RWH����
�
$VVHVVPHQW�IRU�(&/�RQ�2WKHU�)LQDQFLDO�$VVHWV�DW�$PRUWL]HG�&RVW��7KH�*URXS�GHWHUPLQHV�WKH�DOORZDQFH�IRU�(&/�
XVLQJ�JHQHUDO�DSSURDFK�EDVHG�RQ�WKH�SUREDELOLW\�ZHLJKWHG�HVWLPDWH�RI�WKH�SUHVHQW�YDOXH�RI�DOO�FDVK�VKRUWIDOOV�RYHU�
WKH�H[SHFWHG�OLIH�RI�ILQDQFLDO�DVVHWV�DW�DPRUWL]HG�FRVW��(&/�LV�SURYLGHG�IRU�FUHGLW�ORVVHV�WKDW�UHVXOW�IURP�SRVVLEOH�
GHIDXOW�HYHQWV�ZLWKLQ�WKH�QH[W����PRQWKV�XQOHVV�WKHUH�KDV�EHHQ�D�VLJQLILFDQW�LQFUHDVH�LQ�FUHGLW�ULVN�VLQFH�LQLWLDO�
UHFRJQLWLRQ�LQ�ZKLFK�FDVH�(&/�LV�SURYLGHG�EDVHG�RQ�OLIHWLPH�(&/��

�
:KHQ�GHWHUPLQLQJ�LI�WKHUH�KDV�EHHQ�D�VLJQLILFDQW�LQFUHDVH�LQ�FUHGLW�ULVN��WKH�&RPSDQ\�FRQVLGHUV�UHDVRQDEOH�DQG�
VXSSRUWDEOH�LQIRUPDWLRQ�WKDW�LV�DYDLODEOH�ZLWKRXW�XQGXH�FRVW�RU�HIIRUW�DQG�WKDW�LV�UHOHYDQW�IRU�WKH�SDUWLFXODU�ILQDQFLDO�
LQVWUXPHQW�EHLQJ�DVVHVVHG�VXFK�DV��EXW�QRW�OLPLWHG�WR��WKH�IROORZLQJ�IDFWRUV��
�

�� $FWXDO�RU�H[SHFWHG�H[WHUQDO�DQG�LQWHUQDO�FUHGLW�UDWLQJ�GRZQJUDGH��
�� ([LVWLQJ� RU� IRUHFDVWHG� DGYHUVH� FKDQJHV� LQ� EXVLQHVV�� ILQDQFLDO� RU� HFRQRPLF� FRQGLWLRQV��DQG�
�� $FWXDO� RU� H[SHFWHG� VLJQLILFDQW� DGYHUVH� FKDQJHV� LQ� WKH� RSHUDWLQJ� UHVXOWV� RI� WKH�ERUURZHU��

�
7KH�*URXS� KDV� DVVHVVHG� WKDW� WKH�(&/�RQ� RWKHU� ILQDQFLDO� DVVHWV� DW� DPRUWL]HG� FRVW� LV� QRW�PDWHULDO� EHFDXVH� WKH�
WUDQVDFWLRQV�ZLWK� UHVSHFW� WR� WKHVH� ILQDQFLDO� DVVHWV�ZHUH� HQWHUHG� LQWR�E\� WKH�*URXS�RQO\�ZLWK� UHSXWDEOH� EDQNV��
$FFRUGLQJO\��QR�DGGLWLRQDO�SURYLVLRQ�RI�(&/�RQ�RWKHU�ILQDQFLDO�DVVHWV�DW�DPRUWL]HG�FRVW�ZDV�UHFRJQL]HG�LQ������
DQG�������7KH�FDUU\LQJ�DPRXQWV�RI�RWKHU�ILQDQFLDO�DVVHWV�DW�DPRUWL]HG�FRVW�DUH�DV�IROORZV��
�
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� � � � �
&DVK�LQ�EDQNV� ଑� �������� ଑� �������
5HFHLYDEOHV�±�QHW� � �������� � ��������
5HIXQGDEOH�VHFXULW\�GHSRVLWV� � ������� � ������
� � � � �
� ଑� �������� ଑� ��������
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(VWLPDWLQJ�$OORZDQFH�IRU�,QYHQWRU\�2EVROHVFHQFH��7KH�*URXS
V�LQYHQWRULHV�DUH�ZULWWHQ�GRZQ�WR�WKHLU�QHW�UHDOL]DEOH�
YDOXH��159��ZKHQHYHU�WKHLU�159�IDOO�EHORZ�FDUU\LQJ�DPRXQWV�GXH�WR�SK\VLFDO�GDPDJH��REVROHVFHQFH�RU�DGYHUVH�
FKDQJHV� LQ�SULFHV�� ,Q�GHWHUPLQLQJ�159��PDQDJHPHQW�FRQVLGHUV�HVWLPDWHG�VHOOLQJ�SULFH�RI� LQYHQWRULHV� OHVV� WKH�
HVWLPDWHG�FRVWV�RI�FRPSOHWLRQ�DQG�WKH�HVWLPDWHG�FRVWV�QHFHVVDU\�WR�PDNH�WKH�VDOH��
�
$OORZDQFH�IRU�LQYHQWRU\�REVROHVFHQFH�DPRXQWHG�WR�଑�������PLOOLRQ�DV�DW�'HFHPEHU�����������DQG�������
�
7KH�FDUU\LQJ�DPRXQW�RI�LQYHQWRULHV�DPRXQWHG�WR�଑���������PLOOLRQ��DQG�଑���������PLOOLRQ�DV�DW�'HFHPEHU�����
������DQG�������UHVSHFWLYHO\��
�
(VWLPDWLRQ�RI�8VHIXO�/LYHV�RI�3URSHUW\�DQG�(TXLSPHQW�
7KH�*URXSV�HVWLPDWHV�WKH�XVHIXO�OLYHV�RI�SURSHUW\�DQG�HTXLSPHQW�EDVHG�RQ�WKH�SHULRG�RYHU�ZKLFK�WKH�DVVHWV�DUH�
H[SHFWHG�WR�EH�DYDLODEOH�IRU�XVH��7KH�HVWLPDWHG�XVHIXO�OLYHV�RI�SURSHUW\�DQG�HTXLSPHQW�DUH�UHYLHZHG�SHULRGLFDOO\�
DQG� DUH� XSGDWHG� LI� H[SHFWDWLRQV� GLIIHU� IURP� SUHYLRXV� HVWLPDWHV� GXH� WR� SK\VLFDO� ZHDU� DQG� WHDU�� WHFKQLFDO� RU�
FRPPHUFLDO�REVROHVFHQFH�DQG�OHJDO�RU�RWKHU�OLPLWV�RQ�WKH�XVH�RI�WKH�DVVHWV��
�
,Q�DGGLWLRQ��HVWLPDWLRQ�RI�WKH�XVHIXO�OLYHV�RI�SURSHUW\�DQG�HTXLSPHQW�LV�EDVHG�RQ�FROOHFWLYH�DVVHVVPHQW�RI�LQGXVWU\�
SUDFWLFH�� LQWHUQDO� WHFKQLFDO� HYDOXDWLRQ� DQG� H[SHULHQFH�ZLWK� VLPLODU� DVVHWV�� ,W� LV� SRVVLEOH�� KRZHYHU�� WKDW� IXWXUH�
ILQDQFLDO�SHUIRUPDQFH�FRXOG�EH�PDWHULDOO\�DIIHFWHG�E\�FKDQJHV�LQ�HVWLPDWHV�EURXJKW�DERXW�E\�FKDQJHV�LQ�IDFWRUV�
PHQWLRQHG�DERYH��7KH�DPRXQWV�DQG�WLPLQJ�RI�UHFRUGHG�H[SHQVHV�IRU�DQ\�SHULRG�ZRXOG�EH�DIIHFWHG�E\�FKDQJHV�LQ�
WKHVH� IDFWRUV� DQG� FLUFXPVWDQFHV��$� UHGXFWLRQ� LQ� WKH� HVWLPDWHG� XVHIXO� OLYHV� RI� SURSHUW\� DQG� HTXLSPHQW�ZRXOG�
LQFUHDVH�UHFRUGHG�FRVWV�DQG�H[SHQVHV�DQG�GHFUHDVH�QRQFXUUHQW�DVVHWV��
�
7KHUH�ZDV�QR�FKDQJH�LQ�WKH�HVWLPDWHG�XVHIXO�OLYHV�RI�SURSHUW\�DQG�HTXLSPHQW�LQ� �����DQG�������
�
7KH�FDUU\LQJ�DPRXQW�RI�WKH�*URXS¶V�SURSHUW\�DQG�HTXLSPHQW�DPRXQWHG�WR�଑��������DQG�଑�������PLOOLRQ�DV�DW�
'HFHPEHU�����������DQG�������UHVSHFWLYHO\��
�
'HWHUPLQDWLRQ�RI�,PSDLUPHQW�RQ�1RQILQDQFLDO�$VVHWV�
)56�UHTXLUHV�WKDW�DQ�LPSDLUPHQW�UHYLHZ�EH�SHUIRUPHG�RQ�SUHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV��DVVHW�KHOG�
IRU�VDOH��ULJKW�RI�XVH�DVVHW�DQG�SURSHUW\�DQG�HTXLSPHQW�ZKHQ�HYHQWV�RU�FKDQJHV�LQ�FLUFXPVWDQFHV�LQGLFDWH�WKDW�WKH�
FDUU\LQJ� DPRXQW� PD\� QRW� EH� UHFRYHUDEOH�� 'HWHUPLQLQJ� WKH� UHFRYHUDEOH� DPRXQWV� RI� WKHVH� DVVHWV� UHTXLUHV� WKH�
HVWLPDWLRQ�RI�FDVK�IORZV�H[SHFWHG�WR�EH�JHQHUDWHG�IURP�WKH�FRQWLQXHG�XVH�DQG�XOWLPDWH�GLVSRVLWLRQ�RI�VXFK�DVVHWV��
:KLOH�LW�LV�EHOLHYHG�WKDW�WKH�DVVXPSWLRQV�XVHG�LQ�WKH�HVWLPDWLRQ�RI�IDLU�YDOXHV�UHIOHFWHG�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�
VWDWHPHQWV�DUH�DSSURSULDWH�DQG� UHDVRQDEOH�� VLJQLILFDQW�FKDQJHV� LQ� WKHVH� DVVXPSWLRQV�PD\�PDWHULDOO\� DIIHFW� WKH�
DVVHVVPHQW�RI�UHFRYHUDEOH�DPRXQWV�DQG�DQ\�UHVXOWLQJ�LPSDLUPHQW�ORVV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�LPSDFW�RQ�
WKH�ILQDQFLDO�SHUIRUPDQFH��
�
%DVHG� RQ� WKH� DVVHVVPHQW� RI� WKH� *URXS�� FHUWDLQ� QRQILQDQFLDO� DVVHWV� DUH� WR� EH� SURYLGHG� ZLWK� DOORZDQFH� IRU�
LPSDLUPHQW��
�
$OORZDQFH�IRU�LPSDLUPHQW�ORVVHV�RQ�DGYDQFHV�WR�VXSSOLHUV�DPRXQWHG�WR�଑������PLOOLRQ�DV�DW�'HFHPEHU�����������
DQG�������
�
$OORZDQFH�IRU�LPSDLUPHQW�ORVVHV�RQ�DVVHW�KHOG�IRU�VDOH�DPRXQWHG�WR�଑��������PLOOLRQ�DV�DW�'HFHPEHU�����������
DQG�������
�
1R�LPSDLUPHQW�ORVV�ZDV�UHFRJQL]HG�RQ�ULJKW�RI�XVH�DVVHWV�DQG�SURSHUW\�DQG�HTXLSPHQW�DV�DW�'HFHPEHU�����������
DQG�������
�
3UHVHQW� 9DOXH� RI�'HILQHG� %HQHILW� 5HWLUHPHQW�2EOLJDWLRQ�� 7KH� SUHVHQW� YDOXH� RI� WKH� GHILQHG� EHQHILW� UHWLUHPHQW�
REOLJDWLRQ�GHSHQGV�RQ�D�QXPEHU�RI�IDFWRUV�WKDW�DUH�GHWHUPLQHG�RQ�DQ�DFWXDULDO�EDVLV�XVLQJ�D�QXPEHU�RI�DVVXPSWLRQV��
7KHVH�DVVXPSWLRQV�DUH�GHVFULEHG�LQ�QRWH�WR�WKH�ILQDQFLDO�VWDWHPHQWV�DQG�LQFOXGH�GLVFRXQW�UDWH�DQG�VDODU\�LQFUHDVH�
UDWH��
�
7KH�*URXS�GHWHUPLQHV�WKH�DSSURSULDWH�GLVFRXQW�UDWH�DW�WKH�HQG�RI�HDFK�UHSRUWLQJ�SHULRG��,W�LV�WKH�LQWHUHVW�UDWH�WKDW�
VKRXOG�EH�XVHG�WR�GHWHUPLQH�WKH�SUHVHQW�YDOXH�RI�HVWLPDWHG�IXWXUH�FDVK�RXWIORZV�H[SHFWHG�WR�EH�UHTXLUHG�WR�VHWWOH�
WKH�UHWLUHPHQW�REOLJDWLRQV��,Q�GHWHUPLQLQJ�WKH�DSSURSULDWH�GLVFRXQW�UDWH��WKH�*URXS�FRQVLGHUV�WKH�LQWHUHVW�UDWHV�RQ�
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JRYHUQPHQW�ERQGV�WKDW�DUH�GHQRPLQDWHG�LQ�WKH�FXUUHQF\�LQ�ZKLFK�WKH�EHQHILWV�ZLOO�EH�SDLG��7KH�WHUPV�WR�PDWXULW\�
RI�WKHVH�ERQGV�VKRXOG�DSSUR[LPDWH�WKH�WHUPV�RI�WKH�UHODWHG�UHWLUHPHQW�REOLJDWLRQ��
�
2WKHU�NH\�DVVXPSWLRQV�IRU�WKH�GHILQHG�EHQHILW�UHWLUHPHQW�REOLJDWLRQ�DUH�EDVHG�LQ�SDUW�RQ�FXUUHQW�PDUNHW�FRQGLWLRQV��
�
:KLOH�LW�LV�EHOLHYHG�WKDW�WKH�*URXS
V�DVVXPSWLRQV�DUH�UHDVRQDEOH�DQG�DSSURSULDWH��VLJQLILFDQW�GLIIHUHQFHV�LQ�DFWXDO�
H[SHULHQFH�RU� VLJQLILFDQW�FKDQJHV� LQ�DVVXPSWLRQV�PD\�PDWHULDOO\�DIIHFW� WKH�*URXS
V�GHILQHG�EHQHILW� UHWLUHPHQW�
REOLJDWLRQ��
�
$V�DW�'HFHPEHU�����������DQG�������UHWLUHPHQW�EHQHILWV�OLDELOLW\�DPRXQWHG�WR�଑�������PLOOLRQ�DQG�଑�����PLOOLRQ��
UHVSHFWLYHO\��5HWLUHPHQW�EHQHILWV�H[SHQVH�DPRXQWHG�WR�଑������PLOOLRQ��଑�����PLOOLRQ��DQG�଑�����PLOOLRQ�LQ�������
������DQG�������UHVSHFWLYHO\���1RWH�����
�
(VWLPDWLRQ�RI�5HDOL]DELOLW\�RI�'HIHUUHG�7D[�$VVHWV�
7KH�*URXS�UHYLHZV�LWV�GHIHUUHG�WD[�DVVHWV�DW�HDFK�UHSRUWLQJ�SHULRG�DQG�UHGXFHV�WKH�FDUU\LQJ�DPRXQW�WR�WKH�H[WHQW�
WKDW�LW�LV�QR�ORQJHU�SUREDEOH�WKDW�VXIILFLHQW�WD[DEOH�SURILW�ZLOO�EH�DYDLODEOH�WR�DOORZ�DOO�RU�SDUW�RI�WKH�GHIHUUHG�WD[�
DVVHWV�WR�EH�XWLOL]HG��7KH�*URXS
V�DVVHVVPHQW�RQ�WKH�UHFRJQLWLRQ�RI�GHIHUUHG�WD[�DVVHWV�RQ�GHGXFWLEOH�WHPSRUDU\�
GLIIHUHQFHV� DQG� FDUU\�IRUZDUG� EHQHILWV� RI�12/&2� LV� EDVHG� RQ� WKH� SURMHFWHG� WD[DEOH� LQFRPH� LQ� WKH� IROORZLQJ�
SHULRGV��
�
'HIHUUHG� WD[� DVVHWV� DPRXQWLQJ� WR� ଑�������PLOOLRQ� DQG� ଑�������PLOOLRQ� DV� DW�'HFHPEHU� ���� ������ DQG� ������
UHVSHFWLYHO\��UHODWHG�WR�WKH�DFTXLUHG�GHIHUUHG�WD[�DVVHWV�RI�603&��'HIHUUHG�WD[�DVVHWV�RI�671�DQG�6&3&�KDYH�QRW�
EHHQ�UHFRJQL]HG�DV�DW�'HFHPEHU����������DQG������EHFDXVH�PDQDJHPHQW�EHOLHYHV� WKDW� LW� LV�QRW�SUREDEOH� WKDW�
IXWXUH�WD[DEOH�SURILW�ZLOO�EH�DYDLODEOH�DJDLQVW�ZKLFK�WKH�GHIHUUHG�WD[�DVVHWV�PD\�EH�XWLOL]HG��1RWH������
�
3URYLVLRQV�DQG�&RQWLQJHQFLHV�
7KH�*URXS��LQ�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��VHWV�XS�DSSURSULDWH�SURYLVLRQV�IRU�LWV�SUHVHQW�OHJDO�RU�FRQVWUXFWLYH�
REOLJDWLRQV��LI�DQ\��LQ�DFFRUGDQFH�ZLWK�LWV�SROLFLHV�RQ�SURYLVLRQV�DQG�FRQWLQJHQFLHV��,Q�UHFRJQL]LQJ�DQG�PHDVXULQJ�
SURYLVLRQV�� PDQDJHPHQW�WDNHV�ULVNV�DQG�XQFHUWDLQWLHV�LQWR�DFFRXQW��
�
7KH�*URXS�KDV�QRW�UHFRJQL]HG�DQ\�SURYLVLRQV�LQ������DQG�������
�
�
127(���±�%86,1(66�&20%,1$7,21�
�
2Q�'HFHPEHU�����������WKH�*URXS�DFTXLUHG�������������VKDUHV�RI�603&��UHSUHVHQWLQJ������HTXLW\�LQWHUHVW�LQ�
603&��LQ�H[FKDQJH�IRU�WKH�������������VKDUHV�RI�VWRFN�RI�WKH�3DUHQW�&RPSDQ\��LVVXHG�DW�SDU�YDOXH�RI�଑���
�
7KH�IROORZLQJ�VXPPDUL]HV�WKH�UHFRJQL]HG�SURYLVLRQDO�DQG�ILQDO�DPRXQWV�RI�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�
DVVXPHG�DW�DFTXLVLWLRQ�GDWH��
�

� � 3URYLVLRQDO�
$PRXQW�

� )DLU�9DOXH�
$GMXVWPHQW�

� )LQDO�
$PRXQW�

$VVHWV� � � � � � �
&DVK� ଑� ������� ଑� �� ଑� �������
5HFHLYDEOHV� � �������� � �� � ��������
,QYHQWRULHV� � �������� � �� � ��������
3UHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV� � ������� � �� � �������
3URSHUW\�DQG�HTXLSPHQW� � �������� � �������� � ��������
5LJKW�RI�XVH�DVVHW� � ������ � ��� � ������
$GYDQFHV�WR�WKLUG�SDUWLHV� � ������ � �� � ������
'HIHUUHG�WD[�DVVHWV� � ������� � �� � �������
,QSXW�YDOXH�DGGHG�WD[HV� � ������� � �� � �������
5HIXQGDEOH�VHFXULW\�GHSRVLWV� � ������ � �� � ������
� � � � � � �
� ଑� ���������� ଑� �������� ଑� ����������
� � � � � � �
/LDELOLWLHV� � � � � � �
7UDGH�SD\DEOHV�DQG�RWKHU�FXUUHQW�OLDELOLWLHV� ଑� �������� ଑� �� ଑� ��������
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/RDQV�SD\DEOH� � �������� � �� � ��������
$PRXQWV�RZHG�WR�UHODWHG�SDUWLHV� � �������� � �� � ��������
/HDVH�OLDELOLWLHV��LQFOXGLQJ�FXUUHQW�SRUWLRQ�� � ������ � ������ � ������
,QFRPH�WD[�SD\DEOH� � ���� � �� � ����
'HIHUUHG�WD[�OLDELOLW\� � �� � ������� � �������
5HWLUHPHQW�EHQHILWV�OLDELOLW\� � ������ � �� � ������
� � � � � � �
� � ���������� � ������� � ����������
� � � � � � �
7RWDO�LGHQWLILDEOH�QHW�DVVHWV� ଑� �������� ଑� �������� ଑� ��������

�
3URYLVLRQDO�DQG�ILQDO�JDLQ�DV�D�UHVXOW�RI�WKH�DFTXLVLWLRQ�RI�D�VXEVLGLDU\�IROORZV��

�
� � 3URYLVLRQDO�

$PRXQW�
� )DLU�9DOXH�

$GMXVWPHQW�
� )LQDO�

$PRXQW�
� � � � � � �
&RQVLGHUDWLRQ�WUDQVIHUUHG�� � � � � � �
&DSLWDO�VWRFN� ଑� �������� ଑� �� ଑� ��������
7RWDO�LGHQWLILDEOH�QHW�DVVHWV� � �������� � �������� � ��������
� � � � � � �
*DLQ�RQ�DFTXLVLWLRQ� ଑� �������� ଑� �������� ଑� ��������

�
$V�D�UHVXOW�RI�DGMXVWPHQWV�WR�FRUUHFW�WKH�IDLU�YDOXHV�RI�SURSHUWLHV�DQG�HTXLSPHQW�DFTXLUHG��WKH�UHVXOWLQJ�JDLQ�LQ�
DFTXLVLWLRQ� LQFUHDVHG� E\� ଑�������� PLOOLRQ�� $FFRUGLQJO\�� WKH� JDLQ� RQ� WKH� DFTXLVLWLRQ� RI� 603&� DPRXQWHG� WR�
଑��������PLOOLRQ�DQG�UHFRJQL]HG�DV��*DLQ�LQ�DFTXLVLWLRQ�RI�D�VXEVLGLDU\��LQ�WKH������FRQVROLGDWHG�VWDWHPHQW�RI�
FRPSUHKHQVLYH�LQFRPH��

�
6LQFH�603&�ZDV�DFTXLUHG�RQ�'HFHPEHU�����������603&
V�UHVXOWV�RI�RSHUDWLRQV�LQ������ZHUH�FRQVLGHUHG�DV�SUH�
DFTXLVLWLRQ��)RU�WKH�\HDU�HQGHG�'HFHPEHU�����������WKH�FRQVROLGDWHG�UHYHQXHV�DQG�QHW�LQFRPH�RI�WKH�*URXS�ZRXOG�
KDYH�LQFUHDVHG�E\�଑���������PLOOLRQ�DQG�଑������PLOOLRQ��UHVSHFWLYHO\��KDG�WKH�DFTXLVLWLRQ�EHHQ�FRPSOHWHG�DW�WKH�
EHJLQQLQJ�RI�WKH�UHSRUWLQJ�SHULRG��

�
5HFHLYDEOHV�
7KH�IDLU�YDOXH�RI�UHFHLYDEOHV�DPRXQWHG�WR�଑��������PLOOLRQ��7KH�JURVV�DPRXQW�RI�5HFHLYDEOHV�LV�଑��������PLOOLRQ��
RI�ZKLFK�଑������PLOOLRQ�LV�H[SHFWHG�WR�EH�XQFROOHFWLEOH�DV�DW�WKH�DFTXLVLWLRQ�GDWH��

�
$FTXLVLWLRQ�UHODWHG�&RVWV�
7KH�*URXS�LQFXUUHG�DFTXLVLWLRQ�UHODWHG�FRVWV�RI�଑������PLOOLRQ�DQG�଑������PLOOLRQ�IRU�WKH�\HDUV�HQGHG�'HFHPEHU�
���� ����� DQG� ������ UHVSHFWLYHO\�� ZKLFK� KDYH� EHHQ� LQFOXGHG� LQ� WKH� �2SHUDWLQJ� H[SHQVHV�� DFFRXQW� LQ� WKH�
FRQVROLGDWHG�VWDWHPHQWV�RI�FRPSUHKHQVLYH�LQFRPH��
�
�
127(���±�),1$1&,$/�5,6.�$1'�&$3,7$/�0$1$*(0(17�2%-(&7,9(6�$1'�32/,&,(6�
�
2EMHFWLYHV�DQG�3ROLFLHV��

�
7KH�*URXS¶V�ILQDQFLDO�DVVHWV�DQG�OLDELOLWLHV��FRPSULVLQJ�PDLQO\�RI�FDVK�LQ�EDQNV��UHFHLYDEOHV��LQYHVWPHQWV�LQ�HTXLW\�
LQVWUXPHQWV�� UHIXQGDEOH�VHFXULW\�GHSRVLWV��WUDGH�SD\DEOHV�DQG�RWKHU�FXUUHQW�OLDELOLWLHV��DPRXQWV�RZHG�WR�UHODWHG�
SDUWLHV��OHDVH�OLDELOLWLHV�DQG�ORDQV�DQG�ERUURZLQJV��DUH�H[SRVHG�WR�D�YDULHW\�RI�ILQDQFLDO�ULVNV��OLTXLGLW\�ULVN��FUHGLW�
ULVN�DQG�PDUNHW�ULVN��LQFOXGHV�IRUHLJQ�FXUUHQF\�ULVN��DQG�LQWHUHVW�UDWH�ULVN���0DQDJHPHQW�HQVXUHV�WKDW�LW�KDV�VRXQG�
SROLFLHV� DQG� VWUDWHJLHV� LQ� SODFH� WR�PLQLPL]H� SRWHQWLDO� DGYHUVH� HIIHFWV� RI� WKHVH� ULVNV� RQ� WKH�*URXS¶V� ILQDQFLDO�
SHUIRUPDQFH��

�
5LVN�PDQDJHPHQW�LV�FDUULHG�RXW�WKURXJK�WKH�SROLFLHV�DSSURYHG�E\�WKH�%2'��7KH\�LGHQWLI\�DQG�HYDOXDWH�ILQDQFLDO�
ULVN��7KH�%2'�SURYLGHV�SULQFLSOHV�RQ�RYHUDOO�ULVN�PDQDJHPHQW�DQG�RQ�VSHFLILF�DUHDV�VXFK�DV�OLTXLGLW\�ULVN��FUHGLW�
ULVN�DQG�PDUNHW�ULVN��

�
� �



�

/LTXLGLW\�5LVN�
�

/LTXLGLW\�ULVN�SHUWDLQV�WR�WKH�IDLOXUH�RI�WKH�*URXS¶V�WR�GLVFKDUJH�LWV�REOLJDWLRQV�DQG�FRPPLWPHQWV��7KH�WLJKW�FDVK�
SRVLWLRQ�OLPLWV�LWV�REOLJDWLRQ�WR�WDNH�DGYDQWDJH�RI�LQFUHDVLQJ�GHPDQGV��7KH�*URXS¶V�ILQDQFLDO�OLDELOLWLHV�LQFOXGH�
WUDGH� SD\DEOHV� DQG� RWKHU� FXUUHQW� OLDELOLWLHV�� DPRXQWV� RZHG� WR� UHODWHG� SDUWLHV�� OHDVH� OLDELOLWLHV� DQG� ORDQV� DQG�
ERUURZLQJV��

�
7KH�*URXS�UHJXODUO\�PRQLWRUV�LWV�FDVK�SRVLWLRQ��FRQWLQXRXVO\�QHJRWLDWHV�ZLWK�FUHGLWRUV�IRU�QHZ�FUHGLW�WHUPV�DQG�
GHSHQGV�RQ�WKH�ILQDQFLDO�VXSSRUW�IURP�LWV�RSHUDWLQJ�VXEVLGLDU\�DQG�VKDUHKROGHUV�WR�PHHW�LWV�REOLJDWLRQ�DV�WKH\�IDOO�
GXH��

�
,Q�'HFHPEHU������� VLJQLILFDQW�DPRXQW�RI� WKH�*URXS¶V�ERUURZLQJV�ZHUH�FRQYHUWHG� LQWR� HTXLW\��7KH� UHPDLQLQJ�
DVVHWV�VXEMHFW�WR�GDFLRQ�HQ�SDJR�XQGHU�WKH�SURYLVLRQV�RI�WKH�$PHQGHG�$JUHHPHQW�SHUWDLQ�WR�LQYHVWPHQW�LQ�SUHIHUUHG�
VKDUHV�RI�6/&�ZLWK�IDLU�YDOXH�RI�଑����PLOOLRQ�ZLWK�UHIHUHQFH�WR�WKH�PXQLFLSDOLW\�]RQDO�YDOXH�RI�ODQG�RZQHG�E\�
6/&��,Q�������WKLV�WUDQVDFWLRQ�ZDV�FRPSOHWHG�DQG�WKH�EDODQFH�RI�ERUURZLQJV�ZDV�SDLG�LQ�IXOO��

�
&UHGLW�5LVN�

�
&UHGLW�ULVN�LV�WKH�ULVN�RI�ILQDQFLDO�ORVV�WR�WKH�*URXS�LI�D�FRXQWHUSDUW\�WR�D�ILQDQFLDO�LQVWUXPHQW�IDLOV�WR�PHHW�LWV�
FRQWUDFWXDO�REOLJDWLRQV��&UHGLW�ULVN�DULVHV�IURP�GHSRVLWV�ZLWK�EDQNV�DQG�UHFHLYDEOHV��&DVK�WUDQVDFWLRQV�DUH�OLPLWHG�
WR�KLJK�FUHGLW�TXDOLW\�ILQDQFLDO�LQVWLWXWLRQV��

�
7KH� *URXS� KDV� HVWDEOLVKHG� FRQWUROV� DQG� SURFHGXUHV� LQ� LWV� FUHGLW� SROLF\� WR� GHWHUPLQH� DQG� PRQLWRU� WKH� FUHGLW�
ZRUWKLQHVV�RI�LWV�FRXQWHUSDUWLHV��7KH�*URXS�PDQDJHV�LWV�FUHGLW�ULVN�PDLQO\�WKURXJK�WKH�DSSOLFDWLRQ�RI�WUDQVDFWLRQ�
OLPLWV� DQG� FORVH� ULVN�PRQLWRULQJ�� ,W� LV� WKH�*URXS¶V� SROLF\� WR� HQWHU� LQWR� WUDQVDFWLRQV� ZLWK� D� ZLGH� GLYHUVLW\� RI�
FUHGLWZRUWK\�FRXQWHUSDUWLHV�WR�PLWLJDWH�DQ\�VLJQLILFDQW�FRQFHQWUDWLRQ�RI�FUHGLW�ULVN��
�
7KH�JURVV�PD[LPXP�H[SRVXUH�RI�WKH�*URXS�WR�FUHGLW�ULVN�DV�DW�'HFHPEHU����������DQG�������ZLWKRXW�FRQVLGHULQJ�
WKH�HIIHFWV�RI�FROODWHUDOV�DQG�RWKHU�ULVN�PLWLJDWLRQ�WHFKQLTXHV��LV�SUHVHQWHG�EHORZ��
�

3DUWLFXODUV� � ����� � �����
� � � � �
&DVK�LQ�EDQNV� ଑� �������� ଑� �������
5HFHLYDEOHV� � �������� � ��������
5HIXQGDEOH�VHFXULW\�GHSRVLWV� � ������� � ������
� � � � �
7RWDO� ଑� �������� ଑� ��������

�
7KH�FUHGLW�ULVN�IRU�FDVK�LQ�EDQNV�LV�FRQVLGHUHG�QHJOLJLEOH��VLQFH�WKH�FRXQWHUSDUWLHV�DUH�UHSXWDEOH�HQWLWLHV�ZLWK�KLJK�
TXDOLW\�H[WHUQDO�FUHGLW�UDWLQJV��

7KH�*URXS
V� H[SRVXUH� WR� FUHGLW� ULVN� DULVHV� IURP� GHIDXOW� RI� FRXQWHUSDW¹�� *HQHUDOO\�� WKH�PD[LPXP� FUHGLW� ULVN�
H[SRVXUH�RI�UHFHLYDEOHV�LV�LWV�FDUU\LQJ�DPRXQW�ZLWKRXW�FRQVLGHULQJ�FROODWHUDOV�RU�FUHGLW�HQKDQFHPHQWV��LI�DQ\��

7KH�*URXS�GRHV�QRW�H[HFXWH�DQ\�FUHGLW�JXDUDQWHH�LQ�IDYRU�RI�DQ\�FRXQWHUSDUW\��

&DVK�LQ�%DQNV�
&DVK�LQ�EDQNV�DUH�KHOG�ZLWK�FRXQWHUSDUWLHV�ZLWK�KLJK�H[WHUQDO�FUHGLW�UDWLQJV��7KH�FUHGLW�TXDOLW\�RI�WKHVH�ILQDQFLDO�
DVVHWV�LV�FRQVLGHUHG�WR�EH�KLJK�JUDGH��,PSDLUPHQW�RQ�FDVK�LQ�EDQNV�KDV�EHHQ�PHDVXUHG�RQ�D����PRQWK�(&/�EDVLV�
DQG�UHIOHFWV�WKH�VKRUW�PDWXULWLHV�RI�WKH�H[SRVXUHV��7KH�*URXS�FRQVLGHUV�WKDW�LWV�FDVK�LQ�EDQNV�KDYH�ORZ�FUHGLW�ULVN�
EDVHG�RQ�WKH�H[WHUQDO�FUHGLW�UDWLQJV�RI�LWV�FRXQWHUSDUWLHV��

5HFHLYDEOHV�
7KH�H[SRVXUH� WR�FUHGLW�ULVN�LV� LQIOXHQFHG�PDLQO\�E\� WKH�LQGLYLGXDO�FKDUDFWHULVWLFV�RI�HDFK�FXVWRPHU��+RZHYHU��
PDQDJHPHQW�DOVR�FRQVLGHUV�WKH�IDFWRUV�WKDW�PD\�LQIOXHQFH�FUHGLW�ULVN�RI�WKH�*URXS
V�FXVWRPHU�EDVH��



�

7KH� *URXS� KDV� HVWDEOLVKHG� D� FUHGLW� SROLF\� XQGHU� ZKLFK� HDFK� QHZ� FXVWRPHU� LV� DQDO\]HG� LQGLYLGXDOO\� IRU�
FUHGLWZRUWKLQHVV�EHIRUH�WKH�VWDQGDUG�SD\PHQW�DQG�GHOLYHU\�WHUPV�DQG�FRQGLWLRQV�DUH�RIIHUHG��7KH�*URXS�HQVXUHV�
WKDW�VDOHV�RQ�DFFRXQW�DUH�PDGH�WR�FXVWRPHUV�ZLWK�DSSURSULDWH�FUHGLW�KLVWRU\��7KH�*URXS�KDV�GHWDLOHG�FUHGLW�FULWHULD�
DQG�VHYHUDO�OD\HUV�RI�FUHGLW�DSSURYDO�UHTXLUHPHQWV�EHIRUH�HQJDJLQJ�D�SDUWLFXODU�FXVWRPHU�RU�FRXQWHUSDUW\��7KH�
UHYLHZ� LQFOXGHV� H[WHUQDO� UDWLQJV�� ZKHQ� DYDLODEOH�� DQG� LQ� VRPH� FDVHV� EDQN� UHIHUHQFHV�� 3XUFKDVH� OLPLWV� DUH�
HVWDEOLVKHG�IRU�HDFK�FXVWRPHU�DQG�DUH�UHYLHZHG�RQ�D�UHJXODU�EDVLV��&XVWRPHUV�WKDW�IDLO�WR�PHHW�WKH�EHQFKPDUN�
FUHGLWZRUWKLQHVV�PD\�WUDQVDFW�ZLWK�WKH�*URXS�RQO\�RQ�D�SUHSD\PHQW�EDVLV��

5HIXQGDEOH�6HFXULW\�'HSRVLWV�
'HSRVLWV� RQ�SURSHUW\� OHDVHG�E\� WKH�*URXS�DUH�JHQHUDOO\� UHIXQGDEOH� DW� WKH� HQG�RI� WKH� WHUP��7KH�*URXS� LV� QRW�
H[SRVHG�WR�DQ\�VLJQLILFDQW�FUHGLW�ULVN�H[SRVXUH�WR�DQ\�VLQJOH�FRXQWHUSDUW\�RU�DQ\�JURXS�RI�FRXQWHUSDUWLHV�KDYLQJ�
VLPLODU�FKDUDFWHULVWLFV��%DVHG�RQ�KLVWRULFDO� LQIRUPDWLRQ��PDQDJHPHQW�FRQVLGHU� WKH�FUHGLW�TXDOLW\�RI� UHIXQGDEOH�
GHSRVLWV�WR�EH�JRRG��
�
&UHGLW�4XDOLW\�DQG�([SHFWHG�&UHGLW�/RVV�$VVHVVPHQW�
,Q�PRQLWRULQJ�DQG�FRQWUROOLQJ�FUHGLW�H[WHQGHG�WR�FRXQWHUSDUW\��WKH�*URXS�DGRSWV�D�FRPSUHKHQVLYH�FUHGLW�UDWLQJ�
V\VWHP�EDVHG�RQ� ILQDQFLDO�DQG�QRQ�ILQDQFLDO� DVVHVVPHQWV�RI� LWV�FXVWRPHUV��)LQDQFLDO� IDFWRUV�EHLQJ�FRQVLGHUHG�
FRPSULVHG�RI�WKH�ILQDQFLDO�VWDQGLQJ�RI�WKH�FXVWRPHU�ZKLOH�WKH�QRQ�ILQDQFLDO�DVSHFWV�LQFOXGH�EXW�DUH�QRW�OLPLWHG�WR�
WKH�DVVHVVPHQW�RI�WKH�FXVWRPHU
V�QDWXUH�RI�EXVLQHVV��PDQDJHPHQW�SURILOH�� LQGXVWU\�EDFNJURXQG��SD\PHQW�KDELW�
DQG�ERWK�SUHVHQW�DQG��SRWHQWLDO�EXVLQHVV�GHDOLQJV�ZLWK�WKH�*URXS��
�
7KH�WDEOH�EHORZ�VKRZV�WKH�FUHGLW�TXDOLW\�RI�WKH�*URXS¶V�ILQDQFLDO�DVVHWV�DV�DW��
�
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+LJK�
*UDGH� �

0HGLXP�
*UDGH� �

/RZ�
*UDGH� � 7RWDO�
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&DVK�LQ�EDQNV� ଑� �������� ଑� �� ଑� �� ଑� ��������
7UDGH�DQG�RWKHU��
�������UHFHLYDEOHV� � �� � �������� � ������� � ��������
5HIXQGDEOH�GHSRVLWV� � �� � ������� � �� � �������
� � � � � � � � �
7RWDOV�� ଑� �������� ଑� �������� ଑� ������� ଑� ��������

�

����� � +LJK�*UDGH� �
0HGLXP�
*UDGH� �

/RZ�
*UDGH� � 7RWDO�

� � � � � � � � �
&DVK�LQ�EDQNV� ଑� ������� ଑� �� ଑� �� ଑� �������
7UDGH�DQG�RWKHU��
�������UHFHLYDEOHV� � �� � �������� � ������� � ��������
5HIXQGDEOH�GHSRVLWV� � �� � ������ � �� � ������
� � � � � � � � �
7RWDOV�� ଑� ������� ଑� �������� ଑� ������� ଑� ��������

�
7KH�*URXS�FODVVLILHV�LWV�UHFHLYDEOHV�LQWR�WKH�IROORZLQJ�FUHGLW�JUDGHV��

�
+LJK� *UDGH� ±� 7KLV� SHUWDLQV� WR� DFFRXQWV� ZLWK� D� YHU\� ORZ� SUREDELOLW\� RI� GHIDXOW� DV� GHPRQVWUDWHG� E\� WKH�
FXVWRPHU�GHEWRU�ORQJ�KLVWRU\�RI�VWDELOLW\��SURILWDELOLW\�DQG�GLYHUVLW\��7KH�FXVWRPHU�GHEWRU�KDV�WKH�DELOLW\�WR�UDLVH�
VXEVWDQWLDO�DPRXQWV�RI�IXQGV�WKURXJK�WKH�SXEOLF�PDUNHWV��7KH�FXVWRPHU�GHEWRU�KDV�D�VWURQJ�GHEW�VHUYLFH�UHFRUG�
DQG�D�PRGHUDWH�XVH�RI�OHYHUDJH��

�
0HGLXP�*UDGH�±�7KH�FXVWRPHU�GHEWRU�KDV�QR�KLVWRU\�RI�GHIDXOW��7KH�FXVWRPHU�GHEWRU�KDV�VXIILFLHQW�OLTXLGLW\�WR�
IXOO\� VHUYLFH� LWV� GHEW� RYHU� WKH�PHGLXP� WHUP��7KH� FXVWRPHU�GHEWRU�KDV� DGHTXDWH� FDSLWDO� WR� UHDGLO\� DEVRUE� DQ\�
SRWHQWLDO�ORVVHV�IURP�LWV�RSHUDWLRQV�DQG�DQ\�UHDVRQDEO\�IRUHVHHDEOH�FRQWLQJHQFLHV��7KH�FXVWRPHU�GHEWRU�UHSRUWHG�
SURILWDEOH�RSHUDWLRQV�IRU�DW�OHDVW�WKH�SDVW���\HDUV��

�
/RZ�*UDGH�±�7KH�FXVWRPHU�GHEWRU�LV�H[SHFWHG�WR�EH�DEOH�WR�DGMXVW�WR�WKH�F\FOLFDO�GRZQWXUQV�LQ�LWV�RSHUDWLRQV��$Q\�
SURORQJHG� DGYHUVH� HFRQRPLF� FRQGLWLRQV� ZRXOG� KRZHYHU� RVWHQVLEO\� FUHDWH� SURILWDELOLW\� DQG� OLTXLGLW\� LVVXHV��
2SHUDWLQJ�SHUIRUPDQFH�FRXOG�EH�PDUJLQDO�RU�RQ�WKH�GHFOLQH��7KH�FXVWRPHU�GHEWRU�PD\�KDYH�D�KLVWRU\�RI�GHIDXOW�LQ�
LQWHUHVW�EXW�PXVW�KDYH�UHJXODUL]HG�LWV�VHUYLFH�UHFRUG�WR�GDWH��



�

�
7KH�WDEOH�EHORZ�SUHVHQWV�WKH�*URXS¶V�H[SRVXUH�WR�FUHGLW�ULVN�DQG�VKRZV�WKH�FUHGLW�TXDOLW\�RI�WKH�ILQDQFLDO�DVVHWV�
E\�LQGLFDWLQJ�ZKHWKHU�WKH�ILQDQFLDO�DVVHWV�DUH�VXEMHFWHG�WR����PRQWK�(&/�RU�OLIHWLPH�(&/��$VVHWV�WKDW�DUH�FUHGLW�
LPSDLUHG�DUH�VHSDUDWHO\�SUHVHQWHG��
�

� � )LQDQFLDO�$VVHWV�DW�$PRUWL]HG�&RVW�

'HFHPEHU���������� �
���PRQWK�
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�
7KH�*URXS�EHOLHYHV�WKDW�WKH�XQLPSDLUHG�DPRXQWV�DUH�SDVW�GXH�E\�PRUH�WKDQ����GD\V�DUH�VWLOO�FROOHFWLEOH�EDVHG�RQ�
KLVWRULFDO�SD\PHQW�EHKDYLRUDO�DQDO\VHV�RI�WKH�XQGHUO\LQJ�FRXQWHUSDUWLHV¶�FUHGLW�UDWLQJV��
�
&UHGLW�5LVN�&RQFHQWUDWLRQ�
7KH�*URXS¶V� H[SRVXUH� WR� FUHGLW� ULVN� DULVHV� IURP� GHIDXOW� RI� FRXQWHUSDUW\��*HQHUDOO\�� WKH�PD[LPXP�FUHGLW� ULVN�
H[SRVXUH�RI�UHFHLYDEOHV�LV�LWV�FDUU\LQJ�DPRXQW�ZLWKRXW�FRQVLGHULQJ�FROODWHUDOV�RU�FUHGLW�HQKDQFHPHQWV��LI�DQ\��7KH�
*URXS�KDV�QR�VLJQLILFDQW�FRQFHQWUDWLRQ�RI�FUHGLW�ULVN�VLQFH�WKH�*URXS�GHDOV�ZLWK�D�ODUJH�QXPEHU�RI�KRPRJHQRXV�
WUDGH�FXVWRPHUV�DV�DW�'HFHPEHU�����������+RZHYHU��LQ������DQG�������D�FXVWRPHU�DFFRXQWHG�IRU�PRUH�WKDQ�����
RI� WKH� WRWDO� UHYHQXHV� DQG� UHFHLYDEOHV�� 7KH� *URXS� GRHV� QRW� H[HFXWH� DQ\� FUHGLW� JXDUDQWHH� LQ� IDYRU� RI� DQ\�
FRXQWHUSDUW\��
�
0DUNHW�5LVN�

�
0DUNHW�ULVN�LV�WKH�ULVN�WKDW�WKH�FKDQJHV�LQ�PDUNHW�SULFHV��VXFK�DV�IRUHLJQ�H[FKDQJH�UDWHV��LQWHUHVW�UDWHV�DQG�RWKHU�
PDUNHW�SULFHV��ZLOO�DIIHFW�WKH�*URXS¶V�LQFRPH�RU�WKH�YDOXH�RI�LWV�KROGLQJV�LQ�ILQDQFLDO�LQVWUXPHQWV��7KH�REMHFWLYH�
RI�PDUNHW�ULVN�PDQDJHPHQW�LV�WR�PDQDJH�DQG�FRQWURO�PDUNHW�ULVN�H[SRVXUHV�ZLWKLQ�DFFHSWDEOH�SDUDPHWHUV��ZKLOH�
RSWLPL]LQJ�WKH�UHWXUQ��
�
)RUHLJQ�&XUUHQF\�5LVN�
)RUHLJQ�FXUUHQF\�ULVN�LV�WKH�ULVN�WKDW�WKH�YDOXHV�RI�WKH�ILQDQFLDO�DVVHWV�DQG�ILQDQFLDO�OLDELOLWLHV�ZLOO�IOXFWXDWH�GXH�WR�
FKDQJHV� LQ� IRUHLJQ� H[FKDQJH� UDWH�� 7KH� *URXS
V� H[SRVXUH� WR� IRUHLJQ� H[FKDQJH� ULVN� UHVXOWV� IURP� LWV� EXVLQHVV�
WUDQVDFWLRQV�DQG�DVVHWV�DQG�OLDELOLWLHV�GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQFLHV���
�
� �
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7KH�FDUU\LQJ�DPRXQWV�RI�WKH�*URXS¶V�IRUHLJQ�FXUUHQF\�GHQRPLQDWHG�PRQHWDU\�DVVHWV�DQG�PRQHWDU\�OLDELOLWLHV�DW�
WKH�HQG�RI�HDFK�UHSRUWLQJ�SHULRG�DUH�DV�IROORZV��
�
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ERUURZLQJV��7KH�*URXS¶V�H[SRVXUH�WR�FKDQJHV�LQ�LQWHUHVW�UDWHV�UHODWHV�PDLQO\�WR�WKH�ORQJ�WHUP�ORDQ�GUDZQ�IURP�D�
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VKDUH� SULFH� FKDQJHV�� 6KDUH�SULFH� FKDQJHV� RI� LQYHVWPHQWV� LQ� HTXLW\� LQVWUXPHQWV� DULVHV� IURP� IXWXUH� FRPPHUFLDO�
WUDQVDFWLRQV�DQG�UHFRJQL]HG�DVVHWV�DQG�OLDELOLWLHV��
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LQ�HTXLW\�LQVWUXPHQWV��ZLWK�DOO�RWKHU�YDULDEOHV�KHOG�FRQVWDQW��
�

� (IIHFW�RQ�(TXLW\�
� ����� �����
� ���,QFUHDVH� ���'HFUHDVH� ���,QFUHDVH� ���'HFUHDVH�

,QYHVWPHQW�LQ�HTXLW\�LQVWUXPHQWV�� ଑� ������ ଑� �������� ଑� ������ ଑� ��������
�



�

)DLU�9DOXH�(VWLPDWLRQ�RI�)LQDQFLDO�$VVHWV�DQG�/LDELOLWLHV��
�
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%RUURZLQJV��7KH�FDUU\LQJ�DPRXQWV�RI�WUDGH�SD\DEOHV�DQG�RWKHU�FXUUHQW�OLDELOLWLHV��DPRXQWV�RZHG�WR�UHODWHG�SDUWLHV�
DQG� FXUUHQW� SRUWLRQ� RI� ERUURZLQJV� DSSUR[LPDWH� IDLU� YDOXH� GXH� WR� WKH� UHODWLYHO\� VKRUW�WHUP�PDWXULWLHV� RI� WKHVH�
ILQDQFLDO�LQVWUXPHQWV��
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DSSUR[LPDWH�WKH�FDVK�DPRXQWV�WKDW�ZRXOG�IXOO\�VDWLVI\�WKH�REOLJDWLRQV�DV�RI�UHSRUWLQJ�GDWH��7KH�FDUU\LQJ�DPRXQW�
RI�ORQJ�WHUP�ORDQV�SD\DEOH�ZLWK�IORDWLQJ�LQWHUHVW�UDWH�ZLWK�PRQWKO\�UHSULFLQJ�DSSUR[LPDWHV�LWV�IDLU�YDOXH��
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�
7KH�SULPDU\�REMHFWLYH�RI�WKH�*URXS¶V�FDSLWDO�PDQDJHPHQW�LV�WR�HQVXUH�WKDW�LW�PDLQWDLQV�D�VWURQJ�FUHGLW�UDWLQJ�DQG�
KHDOWK\�FDSLWDO�UDWLRV�LQ�RUGHU�WR�VXSSRUW�LWV�EXVLQHVV�DQG�PD[LPL]H�VKDUHKROGHU�YDOXH��
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7KH�%2'�KDV�RYHUDOO�UHVSRQVLELOLW\�IRU�PRQLWRULQJ�FDSLWDO�LQ�SURSRUWLRQ�WR�ULVN��3URILOHV�IRU�FDSLWDO�UDWLRV�DUH�VHW�
LQ�WKH�OLJKW�RI�FKDQJHV�LQ�WKH�*URXS¶V�H[WHUQDO�HQYLURQPHQW�DQG�ULVNV�XQGHUO\LQJ�WKH�*URXS¶V�EXVLQHVV��RSHUDWLRQ�
DQG�LQGXVWU\��
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7KH�*URXS�PRQLWRUV�FDSLWDO�RQ�WKH�EDVLV�RI�GHEW�WR�HTXLW\�UDWLR��ZKLFK�LV�FDOFXODWHG�DV�WRWDO�GHEW�GLYLGHG�E\�WRWDO�
HTXLW\��7RWDO�GHEW�LV�GHILQHG�DV�WRWDO�OLDELOLWLHV��:KLOH�HTXLW\�LV�WRWDO�HTXLW\�DV�VKRZQ�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�
RI� ILQDQFLDO� SRVLWLRQ�� 7KH� 3DUHQW� &RPSDQ\� EHLQJ� D� OLVWHG� HQWLW\� LV� FRYHUHG� E\� WKH� 36(� UHTXLUHPHQW� RI� ����
PLQLPXP�SXEOLF�RZQHUVKLS��7KH�3DUHQW�&RPSDQ\�LV�XQGHU�VXVSHQGHG�WUDGLQJ�VWDWXV�LQ�36(�VLQFH������SXUVXDQW�
WR�WKH�36(¶V�,PSOHPHQWLQJ�*XLGHOLQHV�IRU�&RPSDQLHV�XQGHU�&RUSRUDWH�5HKDELOLWDWLRQ�ZKHQ�WKH�&RPSDQ\�QRWLILHG�
WKH�36(�LQ�D�GLVFORVXUH�WKDW�WKH�VWRFNKROGHUV�KDYH�DSSURYHG�HQWHULQJ�LQWR�UHKDELOLWDWLRQ�SURFHHGLQJV��1RWH�����

�
7KHUH�ZHUH�QR�FKDQJHV�LQ�WKH�*URXS¶V�DSSURDFK�WR�FDSLWDO�PDQDJHPHQW�GXULQJ�WKH�\HDU��
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3UHSDLG� WD[HV� LQFOXGH� FUHGLWDEOH�ZLWKKROGLQJ� WD[HV�ZLWKKHOG� E\� WKH�*URXS¶V� FXVWRPHUV�ZKLFK� FDQ� EH� DSSOLHG�
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YDOXH�RI�3��SHU�VKDUH�DQG�3���SHU�VKDUH��UHVSHFWLYHO\��7KH�3DUHQW�&RPSDQ\¶V�SHUFHQWDJH�RI�LQWHUHVW�LQ�6/&�LV�
EDVHG�RQ�LWV�GLUHFW��������HTXLW\�SOXV�WKH��������HTXLW\�LQ�6/&�KHOG�E\�LWV�WZR�����ZKROO\�RZQHG�VXEVLGLDULHV��
$OO�WKH�VKDUHV�DUH�LQFOXGHG�LQ�WKH�GDFLRQ�HQ�SDJR�LQ�FRPSOLDQFH�ZLWK�WKH�DSSURYHG�ORDQ�UHVWUXFWXULQJ��1RWH�����
7KLV�DUUDQJHPHQW�PDWHULDOL]HG�LQ������DQG�WKH�DPRXQW�ZDV�UHFODVVLILHG�IURP�LQYHVWPHQW�LQ�DVVRFLDWH�WR�DVVHW�KHOG�
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,Q�������WKH�SUHIHUUHG�VKDUHV�KHOG�E\�WKH�3DUHQW�&RPSDQ\�LQ�6/&�DPRXQWLQJ�WR�3������PLOOLRQ�ZHUH�WUDQVIHUUHG�
WR�*UHHQNUDIW�LQ�UHODWLRQ�WR�GDFLRQ�HQ�SDJR��1RWH����DQG�UHGXFHG�WKH�ORDQ�IRU�WKH�VDPH�DPRXQW��
�
$V�DW�'HFHPEHU�����������WKH�FDUU\LQJ�DPRXQW�RI�WKH�VKDUHV�UHODWHG�WR�WKH�3DUHQW�&RPSDQ\¶V�SUHIHUUHG�VKDUHV�LQ�
6/&� EDVHG� RQ� SDU� YDOXH� ZDV� DOVR� UHGXFHG� WR� ଑������ PLOOLRQ� DIWHU� LVVXDQFH� RI� WKH� FHUWLILFDWH� DXWKRUL]LQJ�
UHJLVWUDWLRQ��
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*URXS�DVVLJQHG�LWV�VKDUHV�LQ�6/&�ZLWK�D�FRVW�RI�଑�������PLOOLRQ�WR�*UHHQNUDIW�DV�SD\PHQW�WR�LWV�UHPDLQLQJ�EDODQFH�
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-DQXDU\��������� � ���������
6KDUH�LQ�ILQDQFLDO�SHUIRUPDQFH�IRU�WKH�\HDU� � ���������
� � ���������
$OORZDQFH�IRU�LPSDLUPHQW� � ����������
&DUU\LQJ�$PRXQW� � �
&DUU\LQJ�DPRXQW�UHFODVVLILHG�DV�DVVHW�KHOG�IRU�VDOH�LQ������ � ��������
$VVLJQHG�ZULWWHQ�RII�LQ������ � ���������
'LVSRVDO� � ������
� � �
&DUU\LQJ�DPRXQW�DV�RI�-DQXDU\��������� � ��������
$VVLJQHG�LQ������ � ���������
� � �
$VVHW�+HOG�IRU�6DOH�DV�RI�'HFHPEHU���������� ଑� �������

�
&HUWLILFDWH�$XWKRUL]LQJ�5HJLVWUDWLRQ�RI�6&3&�IRU�WKH�DVVLJQPHQW�RI�WKH�SUHIHUUHG�VKDUHV�LQ�6/&�WR�*UHHQNUDIW�KDV�
DOUHDG\�EHHQ� FRPSOHWHG�RQ� -XQH� ��� �����DIWHU� UHVXEPLVVLRQ�RI� DOO� SHUWLQHQW�GRFXPHQWV� UHODWHG� WR� WKH�GHHG�RI�
DVVLJQPHQW��7KH�WUDQVIHU�DQG�LVVXDQFH�RI�QHZ�VWRFN�FHUWLILFDWH�WR�*UHHQNUDIW�ZDV�IXOO\�FRQVXPPDWHG�RQ�6HSWHPEHU�
����������
�
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,Q�������6&3&�DYDLOHG�RI�D�ORQJ�WHUP�ORDQ�IRU�WKH�SXUFKDVH�RI�ODQG�DFTXLUHG�LQ�'HFHPEHU�������7KH�DFTXLUHG�
ODQG�VHUYHV�DV�D�VHFXULW\�WR�WKH�ORDQ�DYDLOPHQW��

�
7KH�ODQG�DQG�LPSURYHPHQWV�WKHUHRQ�LQ�6DQ�9LFHQWH��'DYDR�GHO�1RUWH�DQG�ODQG�LQ�&DUPHQ��'DYDR�GHO�1RUWH�DUH�
VXEMHFW�WR�PRUWJDJH�XQGHU�WKH�2PQLEXV�/RDQ�DQG�6HFXULW\�$JUHHPHQW��2/6$��HQWHUHG�E\�WKH�6&3&��603&�DQG�
DQRWKHU� DIILOLDWH� LQ� ������ $V� DW� 'HFHPEHU� ���� ������ DQG� ������ WKH� FDUU\LQJ� DPRXQW� RI� PRUWJDJHG� ODQG� DQG�
LPSURYHPHQWV�DPRXQWHG�WR�3��������PLOOLRQ��
�
'HSUHFLDWLRQ�LV�UHFRJQL]HG�DV�IROORZV��
�

� � ����� � ����� � �����
� � � � � � �
&RVW�RI�VDOHV� ଑� ������� ଑� ������� ଑� �������
&RVW�RI�VHUYLFHV� � ������� � ������� � �������
2SHUDWLQJ�H[SHQVHV� � ������� � ������� � ������
� � � � � � �
7RWDO� ଑� �������� ଑� �������� ଑� ��������

�
�
127(����±�,19(670(17�,1�(48,7<�,167580(176�
�
7KH�DFFRXQW�FRQVLVWV�RI�LQYHVWPHQWV�LQ�VKDUHV�RI�VWRFN�RI�XWLOLW\�FRPSDQLHV�DQG�JROI�FRXQWU\�FOXE�PHPEHUVKLSV�
ZKLFK�ZHUH�GHVLJQDWHG�DV�ILQDQFLDO�DVVHWV�DW�)92&,��
�
7KHVH�LQYHVWPHQWV�ZHUH�PHDVXUHG�DW�IDLU�YDOXH�EDVHG�RQ�TXRWHG�SULFHV�DV�DW�'HFHPEHU����������DQG�������
�
7KH�PRYHPHQWV�LQ�LQYHVWPHQWV�LQ�HTXLW\�LQVWUXPHQWV�DUH�DV�IROORZV��
�

� � ����� � �����
� � � � �
&RVW� � � � �
%DODQFH�DW�EHJLQQLQJ�RI�\HDU� ଑� �������� ଑� 3�������
$GGLWLRQV� � ������� � �������
'LVSRVDOV� � ��������� � ���������
%DODQFH�DW�HQG�RI�\HDU� � �������� � ��������
� � � � �
&KDQJHV�LQ�)DLU�9DOXH� � � � �
%DODQFH�DW�EHJLQQLQJ�RI�\HDU� � �������� � �������
&KDQJHV�LQ�IDLU�YDOXH� � ������� � ��������
7UDQVIHUV�RI�IDLU�YDOXH�UHVHUYH�IRU�LQYHVWPHQWV��
������LQ�HTXLW\�LQVWUXPHQWV�GHVLJQDWHG�DW�)92&,�

�
��������

�
��������

%DODQFH�DW�HQG�RI�\HDU� � ������ � ��������
� � � � �
7RWDO� ଑� �������� ଑� 3�������

�
�
127(����±�27+(5�121�&855(17�$66(76�
�
7KLV�DFFRXQW�SHUWDLQV�WR�UHIXQGDEOH�VHFXULW\�GHSRVLWV�RQO\��
�
� �



�

127(����±�75$'(�$1'�27+(5�3$<$%/(6�
�
7KH�DFFRXQW�FRQVLVWV�RI�WKH�IROORZLQJ��
�

� � ����� � �����
� � � � �
7UDGH�SD\DEOHV� � � � �

7KLUG�SDUWLHV� ଑� ������� ଑� ��������
5HODWHG�SDUWLHV� � �������� � �������
� � �������� � ��������

� � � � �
3D\DEOH�WR�EDQN� � �������� � ��������
$GYDQFHV�IURP�FXVWRPHUV� � � � �

7KLUG�SDUWLHV� � �������� � ������
5HODWHG�SDUWLHV� � �������� � ��������
� � �������� � ��������

� � � � �
$FFUXHG�H[SHQVHV� � �������� � ��������
3D\DEOH�WR�JRYHUQPHQW�DJHQFLHV� � �������� � �������
2WKHUV� � ���� � �������
� � �������� � ��������
� � � � �
7RWDO� ଑� ���������� ଑� ����������

�
7UDGH�SD\DEOHV�JHQHUDOO\�KDYH����GD\�WHUP�DQG�LQFOXGHV�LQWHUHVW�EHDULQJ�OHWWHU�RI�FUHGLWV�ZLWK�WHUPV�UDQJLQJ�IURP�
���WR����GD\V��
�
3D\DEOHV�WR�EDQN�SHUWDLQ�WR�WUXVW�UHFHLSWV�WUDQVDFWLRQ�ZLWK�EDQNV�XVHG�WR�SXUFKDVH�LPSRUWHG�SDSHU�ZLWK�WHUPV�RI����
WR�����GD\V��,QWHUHVW�H[SHQVH�RQ�OHWWHU�RI�FUHGLWV�UHFRJQL]HG�LQ�SURILW�RU�ORVV�DPRXQWHG�WR�଑������PLOOLRQ��଑������
PLOOLRQ��DQG�଑������PLOOLRQ�LQ�������������DQG�������
�
$GYDQFHV�IURP�FXVWRPHUV�SHUWDLQ�WR�DGYDQFH�SD\PHQWV�PDGH�E\�FXVWRPHUV�IRU�SXUFKDVH�RI�JRRGV��$V�RI�'HFHPEHU�
����������DQG�������WKH�*URXS�KDV�QRW�UHIXQGHG�DQ\�DPRXQW��
�
$FFUXHG� H[SHQVHV�PDLQO\� SHUWDLQ� WR� DFFUXHG� FKDUJHV� IURP�%XUHDX� RI�&XVWRPV� IRU� UDZ�PDWHULDOV� LPSRUWDWLRQ��
SD\DEOH�WR�RWKHU�WROOLQJ�FXVWRPHUV�DQG�VXSSOLHUV�IRU�SDSHU�SXUFKDVHV��
�
'HWDLOV�RI�DFFUXHG�H[SHQVHV�DV�DW�'HFHPEHU����DUH�DV�IROORZV��
�

3DUWLFXODUV� � ����� � �����
� � � � �
,PSRUWDWLRQ�FRVW� ଑� ������� ଑� �������
6DODULHV�DQG�RWKHU�HPSOR\HH�EHQHILWV� � ������� � ������
2WKHU�SXUFKDVHV�� � � � �
���7KLUG�SDUWLHV� � �������� � ��������
���5HODWHG�SDUWLHV� � ������� � ��������
,QVXUDQFH� � ������ � �������
3URIHVVLRQDO�IHHV� � ������� � ������
2XWVLGH�VHUYLFHV� � ������ � ������
7D[HV�DQG�OLFHQVHV� � ������ � ��
2WKHUV� � ������ � ������
� � � � �
7RWDO�� ଑� �������� ଑� ��������

�
2WKHU�SXUFKDVHV�SHUWDLQ�WR�DFFUXDOV�RI�RWKHU�VXSSOLHV�DQG�VHUYLFHV�ORFDOO\�SXUFKDVHG�DQG�LQFXUUHG�IRU�WKH�SHULRG��
�
� �



�

127(����±�/2$16�3$<$%/(�
�
7KLV�DFFRXQW�FRQVLVWV��
�

� � ����� � �����
� � � � �
&XUUHQW�SRUWLRQ�� � � � �
9DULRXV�ORFDO�EDQNV� ଑� �������� ଑� ��������
*UHHQNUDIW� � �� � ��������
� � �������� � ��������

1HW�RI�FXUUHQW�SRUWLRQ�� � � � �
/RFDO�EDQN�ORDQ� � �������� � ���������

� � � � �
7RWDO� ଑� ���������� ଑� ����������

�
6KRUW�WHUP�/RDQV�
6KRUW�WHUP� ORDQV� IURP� ORFDO�EDQNV� DUH� XQVHFXUHG��SHVR�GHQRPLQDWHG�SURPLVVRU\� QRWHV� LQWHQGHG� IRU� DGGLWLRQDO�
ZRUNLQJ�FDSLWDO�UHTXLUHPHQWV�RI�WKH�603&��7KHVH�DUH�SD\DEOH�ZLWKLQ�VL[�PRQWKV�DQG�EHDU�DQQXDO�LQWHUHVW�UDWHV�
UDQJLQJ�IURP�������WR�������DQG������WR������LQ������DQG�������UHVSHFWLYHO\��
�
7KH�UHODWHG�LQWHUHVW�H[SHQVH�RQ�WKH�DERYH�ORDQV�UHFRJQL]HG�LQ�SURILW�RU�ORVV�DPRXQWHG�WR�଑�������PLOOLRQ��଑�������
PLOOLRQ��DQG�଑������PLOOLRQ�LQ�������������DQG�������UHVSHFWLYHO\��
�
2PQLEXV�/RDQ�DQG�6HFXULW\�$JUHHPHQW��2/6$���
2Q�1RYHPEHU� ���� ������ WKH� 6&3&�� 603&�� DQG� DQRWKHU� DIILOLDWH�� FROOHFWLYHO\� DV� %RUURZHUV�� HQWHUHG� LQWR� DQ�
2PQLEXV�/RDQ�DQG�6HFXULW\�$JUHHPHQW��2/6$��ZLWK�D�ORFDO�EDQN��7KH�ORDQ�KDV�VHYHQ�\HDU�WHUP�DQG�XS�WR�DQ�
DJJUHJDWH�DPRXQW�RI�3��ELOOLRQ�RU�LWV�8�6��'ROODU�HTXLYDOHQW��7KH�SURFHHGV�RI�WKH�ORDQ�ZLOO�EH�XVHG�WR�ILQDQFH�WKH�
SXUFKDVH� E\� WKH�%RUURZHUV� RI� WKH� VXEMHFW� DVVHWV� DV� GHVFULEHG� LQ� 6HFWLRQ� ��RI�3DUW�&� RI� WKH�2/6$��7KH� ORDQ�
GUDZGRZQ�ZLOO�HQDEOH�WKH�%RUURZHUV�WR�SXUFKDVH�WKH�VXEMHFW�SURSHUWLHV�DQG�WR�RSHUDWH�WKH�'ROH�3KLOLSSLQHV�,QF��
�'3,��ER[�SODQW�SURSHUW\�LQ�'DYDR��
�
7KH�ORDQ�KDV� IORDWLQJ� LQWHUHVW� UDWH�EDVHG�RQ� WKH�SUHYDLOLQJ�PDUNHW� UDWH�DW�HDFK�UHSULFLQJ�GDWH��ZLWK�D�RQH�WLPH�
RSWLRQ�WR�IL[��7KH�ORDQ�LV�VHFXUHG�E\�PRUWJDJHG�SURSHUWLHV�DV�GHVFULEHG�LQ�3DUW�&��6HFWLRQ������DQG�HQXPHUDWHG�LQ�
6FKHGXOH�,,�RI�WKH�2/6$��DQG�IXWXUH�UHFHLYDEOHV�RI�WKH�%RUURZHUV��DQG�JXDUDQWHHG�E\�WKH�PDMRU�VKDUHKROGHUV�RI�
WKH�3DUHQW�&RPSDQ\��
�
7KH�RWKHU�HVVHQWLDO�HOHPHQWV�RI�WKH�2/6$��DPRQJ�RWKHUV��DUH�VXPPDUL]HG�EHORZ��
�

D�� 7KH�%RUURZHUV�DUH�HQWLWOHG�WR�D�JUDFH�SHULRG�RQ�SULQFLSDO�SD\PHQWV�IRU�WKH�ILUVW����PRQWKV�UHFNRQHG�
IURP�WKH�LQLWLDO�GUDZGRZQ�DQG�VKDOO�SD\�RQO\�LQWHUHVW�RQ�WKH�ORDQ�DPRXQW��$W�WKH�HQG�RI�WKH���WK�
PRQWK�IURP�WKH�LQLWLDO�GUDZGRZQ�GDWH��WKH�%RUURZHUV�VKDOO�FRPPHQFH�SD\PHQW�RI�WKH�SULQFLSDO�DQG�
LQWHUHVW��7KH�SULQFLSDO�SD\PHQWV�VKDOO�EH�PDGH�LQ����HTXDO�PRQWKO\�DPRUWL]DWLRQV�EHJLQQLQJ�RQ�WKH�
��WK�PRQWK�IURP�WKH�LQLWLDO�GUDZGRZQ�GDWH��
�

E�� 7KH�%RUURZHUV�VKDOO�SD\�LQWHUHVW�RQ�WKH�RXWVWDQGLQJ�DGYDQFH�PRQWKO\�LQ�DUUHDUV�DW�WKH�LQWHUHVW�UDWH�
RQ�HDFK�LQWHUHVW�SD\PHQW�IRU�WKH�LQWHUHVW�SHULRG��7KH�LQWHUHVW�UDWH�RQ�WKH�DGYDQFH�SD\PHQW�VKDOO�EH�
WKH�SUHYDLOLQJ�PDUNHW�UDWH�DV�RI�WKH�UHSULFLQJ�GDWH��

�
F�� 7KH�%RUURZHUV�VKDOO�QRW�VHOO��OHDVH��WUDQVIHU��JUDQW�RU�RWKHUZLVH�GLVSRVH�DOO�RU�VXEVWDQWLDOO\�DOO�RI�LWV�

SURSHUWLHV�DQG�DVVHWV��H[FHSW�IRU�OHDVHV�HQWHUHG�LQWR�ZLWK�DQ\�RI�WKH�%RUURZHU¶V�DIILOLDWHV�IRU�WKH�
OHDVH�RI�'3,�%R[�3ODQW�DQG�3ULQWLQJ�3ODQW��

�
G�� &URVV�GHIDXOW�DQG�FURVV�DFFHOHUDWLRQ�SURYLVLRQ�DV�DQ�HYHQW�RI�GHIDXOW��7KLV� LV�ZKHQ�WKH�%RUURZHU�

GHIDXOWV�LQ�WKH�SD\PHQW�RI�SULQFLSDO�RU�LQWHUHVW�RU�FRPPLWV�YLRODWLRQ�RI�DQ\�WHUPV�DQG�FRQGLWLRQV��RU�
DFFHOHUDWH� RU� SHUPLW� DFFHOHUDWLRQ�� RI� DQ\� DJUHHPHQW� DQG� WKH� OHQGHU� EHOLHYHV� WKDW� WKH� EUHDFK� RU�
YLRODWLRQ�ZLOO� DGYHUVHO\�DQG�PDWHULDOO\�DIIHFW� WKH�%RUURZHU¶V�RSHUDWLRQV�RU�DELOLW\� WR�SHUIRUP�LWV�
REOLJDWLRQ�XQGHU�WKH�2/6$��



�

�
H�� 1R�QHZ�ERUURZLQJ��XQOHVV�ZLWK�FRQVHQW�RI�WKH�OHQGHUV��
�
I�� &UHGLWRU¶V�FRQVHQW�IRU�FKDQJH�LQ�PDWHULDO�RZQHUVKLS�LQ�WKH�ERUURZHUV�DQG�PRUWJDJRUV��
�
J�� 6WDQGDUG�FRYHQDQWV��UHSUHVHQWDWLRQV�DQG�ZDUUDQWLHV�
�

,Q�'HFHPEHU�������WKH�6&3&�LQLWLDOO\�DYDLOHG�RI�WKH�ORDQ�DPRXQWLQJ�WR������������HTXLYDOHQW�WR�3��������PLOOLRQ�
IRU�WKH�SXUFKDVH�RI�ODQG��1RWH������

�
2Q�-DQXDU\�����������WKH�6&3&�DYDLOHG�WKH�VHFRQG�DQG�ILQDO�GUDZGRZQ�RI�WKH�ORDQ�DPRXQWLQJ�WR�������������

�
$V� DW�1RYHPEHU� ���� ������ WKH� ORDQ� KDV� EHHQ� IXOO\� GUDZQ� E\� WKH� 6&3&� DQG� DQ� DIILOLDWH�� 603&� KDV� QR� ORDQ�
GUDZGRZQ�DV�RI�'HFHPEHU�����������
�
,Q�������6&3&¶V�RXWVWDQGLQJ�ORDQV�SD\DEOH�ZHUH�FRQYHUWHG�WR�3KLOLSSLQH�SHVR��

�
,Q�DFFRUGDQFH�ZLWK�3DUW�%��6HFWLRQ�������P��RI�WKH�2/6$��WKH�%RUURZHUV�DUH�UHTXLUHG�WR�PDLQWDLQ�GHEW�WR�VHUYLFH�
FRYHUDJH�UDWLR�RI�DW�OHDVW�����[��D�WRWDO�GHEW�WR�HTXLW\�UDWLR�RI�����WR����DQG�D�GHEW�WR�(%,7'$�RI�QR�PRUH�WKDQ�
WKUHH�WLPHV��7KH�6&3&�KDV�IDLOHG�WR�FRPSO\�ZLWK�WKH�ILQDQFLDO�UDWLRV�LQGLFDWHG�LQ�WKH�2/6$�DV�DW�'HFHPEHU�����
������7KH�2/6$�SURYLGHV�WKDW�GHIDXOW�SURYLVLRQV��RWKHU�WKDQ�SD\PHQW�GHIDXOW��DUH�UHPHGLDEOH�ZLWKLQ����GD\V�DIWHU�
ZULWWHQ�QRWLFH�IURP�WKH�OHQGHU�RI�VXFK�IDLOXUH�WR�FRPSO\�ZLWK�WKH�WHUPV�RU�FRYHQDQW�LQ�WKH�2/6$��

�
$V�DW�'HFHPEHU�����������DQG�������WKH�%RUURZHUV�KDYH�QRW�UHFHLYHG�DQ\�QRWLFH�RI�GHIDXOW�IURP�WKH�OHQGHU�WKDW�
ZLOO�WULJJHU�WKH�QRQ�FRPSOLDQFH�ZLWK�ILQDQFLDO�UDWLRV�DQ�HYHQW�RI�GHIDXOW��2Q�$SULO����������DQG�$XJXVW�����������
XSRQ�WKH�UHTXHVW�RI�6&3&��6&3&�UHFHLYHG�D�OHWWHU�IURP�WKH�OHQGHU�FRQILUPLQJ�WKDW�WKH�EDQN�GLG�QRW�GHFODUH�6&3&�
LQ�GHIDXOW�XQGHU�WKH�2/6$�QRWZLWKVWDQGLQJ�WKHLU�QRQ�FRPSOLDQFH�ZLWK�WKH�UHTXLUHG�ILQDQFLDO�UDWLRV�DV�DW�'HFHPEHU�
����������DQG�������UHVSHFWLYHO\��

�
7UDQVDFWLRQ�FRVW�RQ�ORDQ�DYDLOPHQW�SHUWDLQLQJ�WR�GRFXPHQWDU\�VWDPS�WD[�SDLG�LQ������DPRXQWHG�WR�3������PLOOLRQ��
RI�ZKLFK�3������PLOOLRQ�UHODWHV�WR�LQLWLDO�GUDZGRZQ�LQ������DQG�UHFRUGHG�DV�GHGXFWLRQ�IURP�ORDQV�SD\DEOH��DQG�
WKH�UHPDLQLQJ�EDODQFH�RI�3������PLOOLRQ�UHODWHV�WR�ILQDO�GUDZGRZQ�LQ�-DQXDU\������UHFRUGHG�DV�SDUW�RI�3UHSDLG�
WD[HV��1RWH�����
�
2PQLEXV�$JUHHPHQW��$PHQGHG�LQ��������
%RUURZLQJV�IURP�*UHHQNUDIW�DQG�5R[EXUJK�ZHUH�VHFXUHG�ORDQV�DQG�ZHUH�RULJLQDOO\�REWDLQHG�IURP�OHQGLQJ�EDQNV�
XQGHU� WKH� 2PQLEXV� $JUHHPHQW¶V� UHYROYLQJ� ZRUNLQJ� FDSLWDO� IDFLOLW\� VXEMHFW� WR� DQQXDO� LQWHUHVW� UDWHV� SULRU� WR�
DVVLJQPHQW�RI�WKH�ORDQ�WR�WKLUG�SDUWLHV�LQ�������7KH�VDLG�FUHGLWRUV�OHQGHUV�DUH�QRZ�FRQVLGHUHG�UHODWHG�SDUWLHV�RI�
671�IROORZLQJ�WKH�GDFLRQ�HQ�SDJR�DUUDQJHPHQWV�DQG�UHDVVHVVPHQW�RI�UHODWHG�SDUW\�UHODWLRQVKLSV�LQ�������
�
7KH� SURSHUW\� DQG� HTXLSPHQW� RI� WKH�*URXS� DQG� SUHVHQW� DQG� IXWXUH� UHFHLYDEOHV� RI� WKH� VXEVLGLDULHV� DUH� XVHG� DV�
FROODWHUDO�LQ�DFFRUGDQFH�ZLWK�WKH�$PHQGHG�$JUHHPHQW��,Q�������WKH�WRWDO�IDLU�YDOXH�RI�DVVHWV�SOHGJHG�DV�VHFXULW\��
ZKLFK�LQFOXGHV�LQYHVWPHQW�LQ�DQ�DVVRFLDWH��ODQG�DQG�ODQG�LPSURYHPHQWV�DQG�EXLOGLQJ�DQG�EXLOGLQJ�LPSURYHPHQWV��
'HFOLQHG�IURP�3����PLOOLRQ�WR�3�������PLOOLRQ��1RWH�����,Q�������7KH�ODQG�DQG�ODQG�LPSURYHPHQWV�DQG�EXLOGLQJ�
DQG�EXLOGLQJ�LPSURYHPHQWV�RI�6&3&�ZHUH�WUDQVIHUUHG�WR�WKH�FUHGLWRUV�OHQGHUV��
�
)XUWKHUPRUH�� WKH� $PHQGHG� $JUHHPHQW� SURYLGHV� IRU� FHUWDLQ� DIILUPDWLYH� DQG� QHJDWLYH� FRYHQDQWV� VXEMHFW� IRU�
FRPSOLDQFH�E\�WKH�&RPSDQ\�DQG�SD\PHQW�WHUPV�DV�GLVFXVVHG�LQ�1RWH���ZKLFK�LV�GXH�DIWHU�FRPSOHWLRQ�RI�GDFLRQ�
HQ�SDJR�WKDW�LV�H[SHFWHG�WR�EH�FRPSOHWHG�LQ�������
�
8SRQ�DSSURYDO�RI�WKH�$PHQGHG�$JUHHPHQW��WKH�DERYH�FUHGLWRUV�DUH�DZDUH�RI�WKH�*URXS¶V�QRQ�FRPSOLDQFH�ZLWK�
FRYHQDQW�GXH� WR� WKH�*URXS¶V� ILQDQFLDO� FRQGLWLRQ� DQG� VXFK�ZLOO� QRW� EH�D� JURXQG� WR�GHIDXOW� IURP� WKH�$PHQGHG�
$JUHHPHQW��
�
$V�GLVFXVVHG�LQ�1RWH����WKH�DFFUXHG�LQWHUHVW�DPRXQWLQJ�WR�3������PLOOLRQ�ZKLFK�ZDV�FDSLWDOL]HG�DV�SDUW�RI�WKH�ORDQ�
SULQFLSDO�LQ������LQ�DFFRUGDQFH�ZLWK�WKH�$PHQGHG�$JUHHPHQW��ZDV�FRQGRQHG�E\�LWV�PDMRU�FUHGLWRUV�LQ�������,Q�



�

DGGLWLRQ��WKH�DFFUXHG�LQWHUHVW�LQ������DPRXQWLQJ�WR�3�����PLOOLRQ�ZDV�DOVR�UHYHUVHG�LQ������LQ�UHODWLRQ�WR�WKH���
\HDU�JUDFH�SHULRG�SURYLGHG�E\�LWV�FUHGLWRUV��7KHVH�ZHUH�DOO�RIIVHW�DJDLQVW�DGYDQFHV�WR�6&3&�DV�WKH�SURFHHGV�RI�WKH�
RULJLQDO�ORDQ�ZHUH�ORDQHG�E\�WKH�3DUHQW�&RPSDQ\�WR�6&3&��VXEMHFW�WR�WKH�VDPH�LQWHUHVW�UDWHV��
�
,Q�������73&�DQG�6&3&¶V�LQYHVWPHQW�LQ�VKDUHV�RI�VWRFN�ZLWK�6/&�DPRXQWLQJ�WR�3�����PLOOLRQ�ZDV�DVVLJQHG�WR�
*UHHQNUDIW�DV�SDUW�RI�WKH�GDFLRQ�HQ�SDJR�DUUDQJHPHQWV��1RWH����UHVXOWLQJ�WR�D�UHGXFWLRQ�RI�WKH�ERUURZLQJ�EDODQFH��
�
,Q�������WKH�FUHGLWRUV�OHQGHUV�JUDQWHG�671�WZR�����\HDUV�H[WHQVLRQ�RI�SULQFLSDO�UHSD\PHQW��UHGXFWLRQ�RI�LQWHUHVW�
UDWH�IURP����S�D��WR����S�D��IRU�WKH�ILUVW�ILYH�����\HDUV�DQG�IXUWKHU�ZDLYH�LQWHUHVW�FKDUJHV�DQQXDOO\�XQWLO�������
�
2Q�-XO\����������� WKH�%2'�DQG�6WRFNKROGHUV�RI� WKH�3DUHQW�&RPSDQ\�DSSURYHG� WKH�FRQYHUVLRQ�RI� ORDQV� IURP�
*UHHQNUDIW�DQG�5R[EXUJK�LQWR�FRPPRQ�VKDUHV�LQ�671��7KH�PLQRULW\�VKDUHKROGHUV�SUHVHQW�RU�UHSUHVHQWHG�DW�WKH�
PHHWLQJ�XQDQLPRXVO\�YRWHG� WR�ZDLYH� WKH�UHTXLUHPHQW� WR�FRQGXFW�D� ULJKW�RU�SXEOLF�RIIHULQJ�RI� WKH�VKDUHV� WR�EH�
LVVXHG�E\�YLUWXH�RI�GHEW�WR�HTXLW\�FRQYHUVLRQ��&RQVHTXHQWO\��SULQFLSDO�DQG�LQWHUHVW�SD\PHQWV�RQ�ORQJ�WHUP�GHEW�
ZDV�VXVSHQGHG�EHJLQQLQJ�-XO\�������
�
2Q�'HFHPEHU�����������WKH�3DUHQW�&RPSDQ\�LVVXHG�������������VKDUHV�WR�*UHHQNUDIW�DQG�5R[EXUJK�HIIHFWLQJ�WKH�
GHEW�WR�HTXLW\�FRQYHUVLRQ�IROORZLQJ�WKH�6(&�DSSURYDO�RI� WKH�3DUHQW�&RPSDQ\¶V�LQFUHDVH�LQ�DXWKRUL]HG�FDSLWDO�
VWRFN�RQ�WKH�VDPH�GD\��
�
,Q�6HSWHPEHU�������WKH�UHPDLQLQJ�GDFLRQ�HQ�SDJR�ZDV�LPSOHPHQWHG�UHODWLQJ�WR�WKH�*URXS¶V�VKDUHV�LQ�6/&��7KH�
*URXS�DVVLJQHG�LWV�VKDUHV�LQ�6/&�ZLWK�D�FRVW�RI�3�������PLOOLRQ�WR�*UHHQNUDIW�DV�SD\PHQW�WR�LWV�UHPDLQLQJ�EDODQFH�
RI�ERUURZLQJV�WR�*UHHQNUDIW�DPRXQWLQJ�WR�3����PLOOLRQ�UHVXOWLQJ�WR�D�JDLQ�RQ�GLVSRVDO��1RWH������$V�RI�'HFHPEHU�
����������WKH�*URXS�KDV�IXOO\�VHWWOHG�LWV�ERUURZLQJV�WR�*UHHQNUDIW��
�
&KDQJHV�LQ�OLDELOLWLHV�IURP�ILQDQFLQJ�DFWLYLWLHV�DUH�DV�IROORZV��
�
� � ����� � �����
%DODQFH�DW�EHJLQQLQJ�RI�\HDU� ଑� ���������� ଑� ��������
$GGLWLRQV�WR�ERUURZLQJV� � ���������� � ����������
3D\PHQWV�WR�ERUURZLQJV� � ������������ � ����������
� ଑� ���������� ଑� 3����������
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D�� $PRXQWV�RZHG�WR�UHODWHG�SDUWLHV�FRQVLVW�PDLQO\�RI�QRQ�LQWHUHVW�EHDULQJ�DGYDQFHV�
IRU� ZRUNLQJ� FDSLWDO� UHTXLUHPHQWV� ZLWK� QR� GHILQLWH� UHSD\PHQW� GDWHV�� 7KHUH� DUH�
H[SHFWHG�WR�EH�VHWWOHG�WKURXJK�UHDOL]DWLRQ�RI�WKH�GDFLRQ�HQ�SDJR�LQ�SD\PHQW�RI�WKH�
LQYHVWPHQW�LQ�VKDUHV�RI�VWRFNV�RI�6&3&�LQ�6/&��

�
E�� 5HLPEXUVHPHQW�RI�YDULRXV�H[SHQVHV�ZHUH�SDLG�LQ�DGYDQFH�E\�WKH�3DUHQW�&RPSDQ\�

DQG�FKDUJHG�WR�WKH�UHODWHG�SDUW\��
�
F�� 603&� KDV� VDOHV� DQG� SXUFKDVHV� RI� LQYHQWRULHV� ZLWK� UHODWHG� SDUWLHV�� 7KHVH�

WUDQVDFWLRQV�DUH�XQVHFXUHG��QRQ�LQWHUHVW�EHDULQJ�DQG�DUH�JHQHUDOO\�ZLWK����WR����GD\�
WHUP��2XWVWDQGLQJ�UHODWHG�SDUW\�EDODQFHV�RI�603&�ZHUH�DVVXPHG�E\�WKH�*URXS�XSRQ�
DFTXLVLWLRQ�LQ�'HFHPEHU�������1RWH�����
�

G�� 6DOHV�WR�DQG�3XUFKDVHV�IURP�5HODWHG�3DUWLHV�
6DOHV� DQG� SXUFKDVHV� RI� LQYHQWRULHV�ZLWK� UHODWHG�SDUWLHV� DUH�PDGH� LQ� WKH�RUGLQDU\�
FRXUVH�RI�EXVLQHVV��7KHVH�WUDQVDFWLRQV�DUH�XQVHFXUHG��QRQ�LQWHUHVW�EHDULQJ�DQG�DUH�
JHQHUDOO\�ZLWK����WR����GD\�WHUP��

�
H�� /HDVH�DQG�:DUHKRXVLQJ�&RVWV�

2Q�-XQH����������603&�HQWHUHG�LQWR�D�OHDVH�DQG�ZDUHKRXVLQJ�FRVW�DJUHHPHQW�ZLWK�
*ROGHQ�%DOHV�&RUSRUDWLRQ�IRU�WKH�OHDVH�DQG�ZDUHKRXVLQJ�RI�FHUWDLQ�SURSHUWLHV�IRU�
LWV�SODWH�PDNLQJ�SURFHVV��7KH�FRQWUDFW�LV�IRU�D�SHULRG�RI���\HDUV�ZKLFK�H[SLUHG�RQ�
2FWREHU����������DQG�ZDV�UHQHZHG�WKHUHDIWHU� IRU�DQRWKHU���\HDU� WHUP��7KH�OHDVH�
ZDV� UHQHZHG� IRU� DQRWKHU� �� \HDUV� XQWLO� 2FWREHU� ���� ������ 7KH� OHDVH� DJUHHPHQW�
TXDOLILHG�DV�OHDVH�XQGHU�3)56�����VHH�1RWH�������
�

I�� $GYDQFHV�IURP�FXVWRPHUV�SHUWDLQV�WR�DGYDQFH�SD\PHQWV�PDGH�E\�UHODWHG�SDUWLHV�IRU�
SXUFKDVH�RI�JRRGV��

�
J�� &RPSHQVDWLRQ�RI� WKH�*URXS¶V�NH\�PDQDJHPHQW�SHUVRQQHO� LV� FRPSULVHG�RI� VKRUW�

WHUP�EHQHILWV�DPRXQWLQJ�WR�3������PLOOLRQ��3������PLOOLRQ��DQG�3������PLOOLRQ�LQ�
�����������DQG������� UHVSHFWLYHO\�� UHFRJQL]HG�DV� SDUW�RI� ³3URIHVVLRQDO� IHHV� DQG�
RXWVLGH�VHUYLFHV´�DFFRXQW�XQGHU�2SHUDWLQJ�H[SHQVHV��1RWH�������

�
8QOHVV� RWKHUZLVH� LQGLFDWHG�� DPRXQWV� GXH� WR�IURP� UHODWHG� SDUWLHV� DUH� H[SHFWHG� WR� EH�
VHWWOHG�LQ�FDVK��
�
7KH�ORQJ�WHUP�ORDQ�RI�6&3&�XQGHU�WKH�2/6$�LV�JXDUDQWHHG�E\�WKH�3DUHQW�&RPSDQ\¶V�
PDMRU�VKDUHKROGHUV�ZLWKRXW�DQ\�FKDUJH��1RWH������

�
�
� �
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�
7KH�VKDUH�FDSLWDO�RI�WKH�*URXS�LV�DV�IROORZV��
�
� � ����� � �����

� � 1R��RI�VKDUHV�
� $PRXQW�LQ�

7KRXVDQG� � 1R��RI�VKDUHV�
� $PRXQW�LQ�

7KRXVDQG�
� � � � � � � � �
$XWKRUL]HG�଑�����SDU������ � �������������� ଑� ���������� � �������������� ଑� ����������
� � � � � � � � �
6XEVFULEHG��LVVXHG��SDLG�XS�� � � � � � � � �
DQG�RXWVWDQGLQJ�� � �������������� ଑� ���������� � �������������� ଑� ����������

�
2Q�-XO\�����������WKH�%2'�DQG�6WRFNKROGHUV�RI�WKH�3DUHQW�&RPSDQ\�DSSURYHG�WKH�DFTXLVLWLRQ�RI�VKDUHV�RI�603&�
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����� � ������ � ������ � �� � �����
� � � � � � � � �
� ଑� ������� ଑� ������� ଑� ������� � �

�
&5($7(�/DZ��
2Q�0DUFK�����������WKH�3UHVLGHQW�RI�WKH�3KLOLSSLQHV�KDV�DSSURYHG�WKH�&RUSRUDWH�5HFRYHU\�DQG�7D[�,QFHQWLYHV�IRU�
(QWHUSULVHV�RU�WKH�&5($7(�$FW��ZLWK�QLQH�����SURYLVLRQV�YHWRHG�E\�WKH�3UHVLGHQW��%HORZ�DUH�WKH�VDOLHQW�IHDWXUHV�
RI�WKH�&5($7(�$FW�WKDW�DUH�UHOHYDQW�WR�WKH�&RPSDQ\��
�

D�� &RUSRUDWH�LQFRPH�WD[�UDWH�LV�UHGXFHG�IURP�����WR�����IRU�GRPHVWLF�FRUSRUDWLRQV�ZLWK�QHW�WD[DEOH�
LQFRPH�QRW� H[FHHGLQJ�3��PLOOLRQ�DQG�ZLWK� WRWDO� DVVHWV�QRW�H[FHHGLQJ�3����PLOOLRQ��$OO� RWKHU�
GRPHVWLF�FRUSRUDWLRQV�DQG�UHVLGHQW� IRUHLJQ�FRUSRUDWLRQV�ZLOO�EH�VXEMHFWHG�WR�����LQFRPH�WD[��
6DLG�UHGXFWLRQV�DUH�HIIHFWLYH�-XO\����������

�
E�� 0&,7�UDWH�LV�UHGXFHG�IURP����WR����HIIHFWLYH�-XO\���������WR�-XQH�����������

�
F�� 7KH�LPSRVLWLRQ�RI�LPSURSHUO\�DFFXPXODWHG�HDUQLQJV�WD[�KDV�EHHQ�UHSHDOHG��

�
7KH�HQDFWPHQW�RI�WKH�&5($7(�$FW�LV�D�QRQ�DGMXVWLQJ�VXEVHTXHQW�HYHQW�WKXV��WKH�FXUUHQW�DQG�GHIHUUHG�WD[HV�DV�DW�
'HFHPEHU����������ZHUH�PHDVXUHG�XVLQJ�WKH�DSSOLFDEOH�LQFRPH�WD[�UDWHV�DV�DW�'HFHPEHU�����������7KH�FRUSRUDWH�
LQFRPH�WD[�RI�WKH�&RPSDQ\�ZLOO�EH�ORZHUHG�IURP�����WR�����HIIHFWLYH�-XO\����������
�
(IIHFWLYH�-XO\����������DV�SUHVFULEHG�E\�%,5�5HYHQXH�0HPRUDQGXP�&LUFXODU��50&��1R���������LVVXHG�RQ�-XQH�
����������WKH�UDWH�RI�0&,7�IRU�GRPHVWLF�FRUSRUDWLRQV�VKDOO�EH�UHYHUWHG�IURP����WR����RI�WKHLU�JURVV�LQFRPH���
�
� �



�

127(����±�5(7,5(0(17�/,$%,/,7<�
�
7KH�603&�PDLQWDLQV�D�QRQ�FRQWULEXWRU\��GHILQHG�EHQHILW�SHQVLRQ�SODQ��WKH�³3ODQ´��FRYHULQJ�VXEVWDQWLDOO\�DOO�RI�
LWV�UHJXODU�HPSOR\HHV��8QGHU�WKH�SURYLVLRQV�RI�WKH�3ODQ��WKH�QRUPDO�UHWLUHPHQW�DJH�LV�����HPSOR\HHV��XSRQ�UHDFKLQJ�
UHWLUHPHQW�DJH�ZLWK�DW� OHDVW���\HDUV�RI�VHUYLFH��FDQ�DYDLO�RI�HDUO\�UHWLUHPHQW��(PSOR\HHV�FRYHUHG�KDYH�D�YHVWHG�
ULJKW�WR�D�FHUWDLQ�SHUFHQWDJH�RI�UHWLUHPHQW�EHQHILWV�DIWHU�FRPSOHWLRQ�RI�DW�OHDVW���\HDUV�RI�VHUYLFH��

�
&RQWULEXWLRQV�DQG�FRVWV�DUH�GHWHUPLQHG�LQ�DFFRUGDQFH�ZLWK�WKH�DFWXDULDO�VWXGLHV�PDGH�IRU�WKH�3ODQ���$QQXDO�FRVW�
LV�GHWHUPLQHG�XVLQJ�WKH�SURMHFWHG�XQLW�FUHGLW�PHWKRG��7KH�603&¶V�ODWHVW�DFWXDULDO�YDOXDWLRQ�GDWH�LV�DV�DW�'HFHPEHU�
����������9DOXDWLRQV�DUH�REWDLQHG�RQ�D�SHULRGLF�EDVLV��
�
8QGHU�WKH�H[LVWLQJ�UHJXODWRU\�IUDPHZRUN��5HSXEOLF�$FW������UHTXLUHV�D�SURYLVLRQ�IRU�UHWLUHPHQW�SD\�WR�TXDOLILHG�
SULYDWH�VHFWRU�HPSOR\HHV�LQ�WKH�DEVHQFH�RI�DQ\�UHWLUHPHQW�SODQ�LQ�WKH�HQWLW\��SURYLGHG�KRZHYHU�WKDW�WKH�HPSOR\HH
V�
UHWLUHPHQW�EHQHILWV�XQGHU�DQ\�FROOHFWLYH�EDUJDLQLQJ�DQG�RWKHU�DJUHHPHQWV�VKDOO�QRW�EH�OHVV� WKDQ�WKRVH�SURYLGHG�
XQGHU�WKH�ODZ��7KH�ODZ�GRHV�QRW�UHTXLUH�PLQLPXP�IXQGLQJ�RI�WKH�SODQ���
�
7KH�UHFRQFLOLDWLRQ�RI�WKH�SUHVHQW�YDOXH�RI�GHILQHG�EHQHILW�REOLJDWLRQ�DQG�WKH�IDLU�YDOXH�RI�WKH�SODQ�DVVHWV�WR�WKH�
UHFRJQL]HG�OLDELOLW\�SUHVHQWHG�DV��5HWLUHPHQW�EHQHILWV�OLDELOLW\���QHW��LQ�WKH�VWDWHPHQWV�RI�ILQDQFLDO�SRVLWLRQ�LV�DV�
IROORZV��
�

3DUWLFXODUV� � ����� � �����
� � � � �
3UHVHQW�YDOXH�RI�GHILQHG�EHQHILW�REOLJDWLRQ� ଑� ������� � ������
)DLU�YDOXH�RI�SODQ�DVVHWV� � �� � ��
� � � � �
�$VVHW����OLDELOLW\�WR�EH�UHFRJQL]HG�� ଑� ������� � ������

�
1HW�SODQ�FRVWV�IRU�WKH�\HDU�DUH�DV�IROORZV��
�

3DUWLFXODUV� � ����� � �����
� � � � �
&XUUHQW�VHUYLFH�FRVW� ଑� ������ ଑� ����
1HW�LQWHUHVW�FRVW� � ���� � ����
� � � � �
1HW�SODQ�FRVW�WR�EH�UHFRJQL]HG�RQ�SURILW�RU�ORVV� � ������ � ������
� � � � �
$FWXDULDO�JDLQ��ORVV��±�2EOLJDWLRQ� � �� � ������
5HPHDVXUHPHQW�JDLQ��ORVV��±�3ODQ�DVVHWV� � �� � ��
� � � � �
$FWXDULDO�JDLQ��ORVV��WR�EH�UHFRJQL]HG�
���������RQ�RWKHU�FRPSUHKHQVLYH�LQFRPH� � �� � ������
� � � � �
1HW�SODQ�FRVW�WR�EH�UHFRJQL]HG�RQ�WRWDO�
�������FRPSUHKHQVLYH�LQFRPH� ଑� ������ ଑� ������

�
&KDQJHV�LQ�WKH�SUHVHQW�YDOXH�RI�WKH�GHILQHG�EHQHILW�REOLJDWLRQ�DUH�DV�IROORZV��
�

3DUWLFXODUV� � ����� � �����
� � � � �
$W�EHJLQQLQJ�RI�WKH�\HDU� ଑� ������ ଑� ������
,QWHUHVW�FRVW� � ���� � ����
&XUUHQW�VHUYLFH�FRVW� � ������ � ����
%HQHILWV�SDLG� � �� � ������
$FWXDULDO�JDLQ��ORVV��� � �� � ������
� � � � �
$W�HQG�RI�WKH�\HDU� ଑� ������� ଑� ������

�
� �



�

&KDQJHV�LQ�WKH�IDLU�YDOXH�RI�SODQ�DVVHWV�DUH�DV�IROORZV��
�

3DUWLFXODUV� � ����� � �����
� � � � �
$W�EHJLQQLQJ�RI�WKH�\HDU� ଑� �� ଑� ��
,QWHUHVW�LQFRPH� � �� � �
&RQWULEXWLRQV� � �� � ����
%HQHILWV�SDLG� � �� � ������
5HPHDVXUHPHQW�JDLQ��ORVV��±�5HWXUQ�RQ�SODQ�DVVHWV� � �� � ��
� � � � �
$W�HQG�RI�WKH�\HDU� ଑� �� ଑� ��

�
0RYHPHQW�LQ�WKH�QHW�UHWLUHPHQW�EHQHILWV�OLDELOLW\�UHFRJQL]HG�LQ�WKH�VWDWHPHQW�RI�ILQDQFLDO�SRVLWLRQ�DUH�DV�IROORZV��
�

3DUWLFXODUV� � ����� � �����
� � � � �
1HW�/LDELOLW\��$VVHWV��UHFRJQL]HG�DW�WKH�EHJLQQLQJ�RI�\HDU� ଑� ������ ଑� ������
7RWDO�UHWLUHPHQW�H[SHQVH��LQFRPH��� � ������ � ������
7RWDO�DPRXQW�UHFRJQL]HG�LQ�2&,�� � �� � ��������
� � � � �
/LDELOLW\��DVVHW��UHFRJQL]HG�DW�WKH�HQG�RI�WKH�\HDU��� ଑� ������� ଑� ������

�
7KH� SULQFLSDO� DVVXPSWLRQV� XVHG� LQ� GHWHUPLQLQJ� UHWLUHPHQW� EHQHILW� REOLJDWLRQV� DV� RI� 'HFHPEHU� ���� IRU� WKH�
&RPSDQ\
V�SODQ�DUH�DV�VKRZQ�EHORZ��
�

� � ����� � �����
� � � � �

'LVFRXQW�UDWH�� � ������ � ������
5DWH�RI�LQFUHDVH�LQ�FRPSHQVDWLRQ�� � ������ � ������

�
7KH�PRUWDOLW\�DQG� WKH�GLVDELOLW\�UDWHV�XVHG�LQ� WKH�YDOXDWLRQ�ZHUH� WKH������*URXS�$QQXLW\�7DEOH�DQG� WKH������
'LVDELOLW\�7DEOH��UHVSHFWLYHO\��
�
$V�DW�'HFHPEHU����������DQG�������WKH�ZHLJKWHG�DYHUDJH�GXUDWLRQ�RI�WKH�GHILQHG�EHQHILW�REOLJDWLRQ�LV����\HDUV��
�
6HQVLWLYLW\�$QDO\VLV�RQ�$FWXDULDO�$VVXPSWLRQV�
�
5HDVRQDEO\�SRVVLEOH�FKDQJHV�DW� WKH� UHSRUWLQJ�GDWH� WR�RQH�RI� WKH� UHOHYDQW� DFWXDULDO� DVVXPSWLRQV��KROGLQJ�RWKHU�
DVVXPSWLRQV�FRQVWDQW��ZRXOG�KDYH�DIIHFWHG�WKH�'%2�E\��WKH�DPRXQWV�VKRZQ�EHORZ��
�

� � ����� � �����
� � � � �
����� � � � �
'LVFRXQW�UDWHV� � �����EDVLV�SRLQWV��

�����EDVLV�SRLQWV� ଑� ��������
)XWXUH�VDODU\�LQFUHDVHV� � ������� � ������
����� � ������� � �
'LVFRXQW�UDWHV� � �����EDVLV�SRLQWV�

�����EDVLV�SRLQWV� ଑� ��������
)XWXUH�VDODU\�LQFUHDVHV� � ���������� � ������

�
$OWKRXJK�DQDO\VLV�GRHV�QRW� WDNH�DFFRXQW�RI� WKH�IXOO�GLVWULEXWLRQ�RI�FDVK�IORZV�H[SHFWHG�XQGHU�WKH�SODQ��LW�GRHV�
SURYLGH�DQ�DSSUR[LPDWLRQ�RI�WKH�VHQVLWLYLW\�RI�WKH�DVVXPSWLRQ�VKRZQ��
�
� �



�

0DWXULW\�DQDO\VLV�RI�WKH�EHQHILW�SD\PHQWV�LV�VKRZQ�EHORZ��
�

� �
&DUU\LQJ�
DPRXQW� �

&RQWUDFWXDO�
&DVKIORZV� �

/HVV�WKDQ�
��\HDU� �

:LWKLQ���WR�
�\HDUV� �

0RUH�WKDQ�
��\HDUV�

� � � � � � � � � � �
����� � � � � � � � � � �
'HILQHG�EHQHILW�REOLJDWLRQ� ଑� ������ ଑� �������� ଑� ���� ଑� ������ ଑� ��������
� � � � � � � � � � �
����� � � � � � � � � � �
'HILQHG�EHQHILW�REOLJDWLRQ� ଑� ������ � �������� � ���� � ������ � ��������
�
7KH�UHWLUHPHQW�EHQHILWV�FRVW�UHFRJQL]HG�DV�SDUW�RI��6DODULHV��ZDJHV�DQG�RWKHU�HPSOR\HH�EHQHILWV��LQ�WKH�VWDWHPHQWV�
RI�FRPSUHKHQVLYH�LQFRPH�DUH�UHFRJQL]HG�DV�IROORZV��
�

3DUWLFXODUV� � ����� � �����
� � � � �
&RVW�RI�VDOHV�DQG�VHUYLFHV� ଑� ������ ଑� ����
2SHUDWLQJ�H[SHQVHV� � ������ � ����
� � � � �
7RWDO� ଑� ������ ଑� ������

�
)XQGLQJ�$UUDQJHPHQWV�
�
7KH�*URXS�LV�QRW�UHTXLUHG�WR�SUH�IXQG�WKH�IXWXUH�GHILQHG�EHQHILWV�SD\DEOH�XQGHU�WKH�3ODQ�EHIRUH�WKH\�EHFRPH�GXH��
)RU� WKLV� UHDVRQ�� WKH�DPRXQW�DQG� WLPLQJ�RI� FRQWULEXWLRQV� WR� WKH�5HWLUHPHQW�)XQG�DUH�DW� WKH�*URXS
V�GLVFUHWLRQ��
+RZHYHU��LQ�WKH�HYHQW�D�EHQHILW�FODLP�DULVHV�DQG�WKH�5HWLUHPHQW�)XQG�LV�LQVXIILFLHQW�WR�SD\�WKH�FODLP��WKH�VKRUWIDOO�
ZLOO�WKHQ�EH�GXH�DQG�SD\DEOH�IURP�WKH�*URXS�WR�WKH�5HWLUHPHQW�)XQG��
�
�
127(����±�6,*1,),&$17�$*5((0(176�
�
7ROOLQJ�$JUHHPHQWV��

�
7KH�603&�KDV�WROOLQJ�DJUHHPHQWV�ZLWK�FHUWDLQ�FXVWRPHUV�ZKHUHLQ�WKHVH�FXVWRPHUV�ZLOO�SURYLGH�SDSHU�UROOV�IRU�WKH�
603&� WR� SURFHVV� RU� PDQXIDFWXUH� LQWR� FRUUXJDWHG� ILEHU� ERDUG� ER[HV� DW� D� JXDUDQWHHG� YROXPH� VXEMHFW� WR� WKH�
SURGXFWLRQ�IUHTXHQF\�DQG�VSHFLILFDWLRQV�WR�EH�DJUHHG�E\�ERWK�SDUWLHV��)RU�WKH�VHUYLFHV�SURYLGHG��WKH�603&�ZLOO�
UHFHLYH�WROOLQJ�IHHV�ZKLFK�DUH�UHFRUGHG�DV�³6HUYLFH�LQFRPH´�DFFRXQW�LQ�WKH�VWDWHPHQW�RI�FRPSUHKHQVLYH�LQFRPH��
�
7ROOLQJ�IHHV�DPRXQWHG�WR�଑������PLOOLRQ�DQG�଑��������PLOOLRQ�LQ������DQG�������UHVSHFWLYHO\��VHH�1RWH������

�
/HDVH�$JUHHPHQWV��

�
7KH�&RPSDQ\�KDV�H[LVWLQJ�OHDVH�DJUHHPHQWV�FRYHULQJ�LWV�RIILFH�VSDFH��ZDUHKRXVHV��PDFKLQHU\�DQG�HTXLSPHQW�DQG�
RWKHU�IDFLOLWLHV�ZKLFK�DUH�SUHVHQWO\�XVHG�LQ�'DYDR�&LW\�IRU�SHULRGV�UDQJLQJ�IURP�RQH�����WR�WHQ������\HDUV��DQG�D�
VDOHV�RIILFH�DQG�ZDUHKRXVH�LQ�*HQHUDO�6DQWRV�&LW\�IRU�D�SHULRG�RI�ILYH�����WR�WHQ������\HDUV��UHQHZDEOH�XQGHU�WHUPV�
DQG�FRQGLWLRQV�WR�EH�DJUHHG�XSRQ�E\�ERWK�SDUWLHV��
�
,Q������DQG�������WKH�*URXS�HQWHUHG�LQWR�QHZ�OHDVH�DJUHHPHQWV�IRU�OHDVH�IRU�ODQG��RIILFH�VSDFH��PDFKLQHU\��DQG�
HTXLSPHQW��'HWDLOV�RI�WKH�OHDVH�DJUHHPHQWV�DUH�DV�IROORZV��
�

D�� 7KH�*URXS�OHDVHV�ZDUHKRXVH�VWDOO�IURP�%7<�DQG�6RQV�'HYHORSPHQW�&RUSRUDWLRQ�ZLWK�IORRU�DUHD�RI������
VTP� ORFDWHG� DW�%7<�&RPSRXQG��1DWLRQDO�+LJKZD\��*HQHUDO� 6DQWRV�&LW\�� 7KH� OHDVH� FRPPHQFHG�RQ�
-DQXDU\���������DQG�H[SLULQJ�RQ�'HFHPEHU�����������%DVHG�RQ�WKH�WHUPV�RI�DJUHHPHQW��UHQWDO�UDWHV�LV�
VXEMHFW�WR�����LQFUHDVH�SHU�DQQXP�DQG�LV�UHTXLUHG�WR�SD\�VHFXULW\�GHSRVLW�XSRQ�H[HFXWLRQ�RI�WKH�FRQWUDFW�
ZLWK�WKH�DPRXQW�RI�3���������
�

E�� 7KH�*URXS�HQWHUHG�LQWR�OHDVH�DJUHHPHQW�ZLWK�-DVPLQH�%DQDQD��,QF�IRU�WKH�ODQG�ZLWK�D�WRWDO�ODQG�DUHD�RI�
�������VTP�VLWXDWHG�DW� WKH�1DWLRQDO�+LJKZD\��%XQDZDQ�'LVWULFW��'DYDR�&LW\�IRU�D�SHULRG�RI� ILYH�����
\HDUV��VWDUWLQJ�IURP�-DQXDU\���������DQG�ZLOO�H[SLUH�RQ�'HFHPEHU�����������5HQWDO�UDWH�IRU�WKH�OHDVHG�



�

SUHPLVHV�LV�VXEMHFW�WR������LQFUHDVH�SHU�DQQXP��7KH�FRQWLQXHG�XVH�RI�WKH�OHDVHG�SUHPLVHV�E\�WKH�OHVVHH�
XSRQ�H[SLUDWLRQ�RI�WKH�FRQWUDFW�ZLWKRXW�ZULWWHQ�QRWLFH�RU�UHQHZDO�LV�DOORZHG�E\�WKH�OHVVRU��QRWLQJ�WKDW�WKLV�
FRQWUDFW�ZLOO�EH�DXWRPDWLFDOO\�UHQHZHG�IRU�RQH�����\HDU�XQGHU�WKH�VDPH�WHUPV�DQG�FRQGLWLRQV��
�

F�� 7KH�*URXS�OHDVHV��������VTP�RI�ODERUDWRU\�VSDFH�ORFDWHG�DW�.P������$IWHU�3DQDFDQ�6XE�6WDWLRQ��3DQDFDQ��
'DYDR�&LW\��7KH� WHUP�RI� OHDVH�FRYHU� WZR� ����\HDUV�� VWDUWLQJ�RQ�2FWREHU����������DQG�ZLOO� H[SLUH�RQ�
2FWREHU����������ZKLFK�LV�WKH�SDUWLHV�UHQHZHG�IRU�DQRWKHU�WZR�����\HDUV��VWDUWLQJ�2FWREHU����������WR�
2FWREHU�����������7KH�UHQWDO�VKDOO�EH�SD\DEOH�ZLWKLQ�WKH�ILUVW�ILYH�����GD\V�RI�WKH�PRQWK�ZLWK�WKH�UDWH�RI�
3�������VXEMHFW�WR����LQFUHDVH�SHU�DQQXP��

�
6HFXULW\�GHSRVLWV� SDLG� E\� WKH�*URXS�DV� UHTXLUHG�XQGHU� WKH� WHUPV�DQG� FRYHULQJ� OHDVH� DJUHHPHQWV� DPRXQWHG� WR�
଑������� DQG�଑������DV�DW�'HFHPEHU����������DQG������� UHVSHFWLYHO\��ZKLFK�ZHUH� UHFRJQL]HG�XQGHU� �3UHSDLG�
H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV���VHH�1RWH�����DQG��5HIXQGDEOH�VHFXULW\�GHSRVLWV��DFFRXQWV�LQ�WKH�VWDWHPHQWV�RI�
ILQDQFLDO�SRVLWLRQ���
�
5ROO�IRUZDUG�RI�528�DVVHWV�UHODWHG�WR�WKH�ODQG�DQG�EXLOGLQJ�DUH�DV�IROORZV��
�

3DUWLFXODUV� � ����� � �����
&RVW� � � � �
%HJLQQLQJ�EDODQFH� ଑� �������� ଑� �������
$GGLWLRQV� � ���� � �������
'LVSRVDOV� � �� � ���������
$GMXVWPHQW��UHFODVVLILFDWLRQ�� � �� � ��
� � � � �
(QGLQJ�EDODQFH� � �������� � ��������
� � � � �
$FFXPXODWHG�GHSUHFLDWLRQ� � � � �
%HJLQQLQJ�EDODQFH� � ������� � �������
'HSUHFLDWLRQ�� � ������� � �������
'LVSRVDOV� � ��������� � ���������
$GMXVWPHQW��UHFODVVLILFDWLRQ�� � �� � ��
� � � � �
(QGLQJ�EDODQFH� � ������� � �������
� � � � �
7RWDO� ଑� ������� ଑� �������

�
7KH�GHSUHFLDWLRQ�H[SHQVH�RQ�528�DVVHWV�FKDUJHG�WR�FRVW�RI�VDOHV�DQG�VHUYLFHV�DQG�RSHUDWLQJ�H[SHQVHV�DV�IROORZV��
�

3DUWLFXODUV� � ����� � �����
� � � � �
&RVW�RI�VDOHV� ଑� ������� ଑� �������
&RVW�RI�VHUYLFHV� � ������� � �������
2SHUDWLQJ�H[SHQVHV� � ������ � ������
� � � � �
7RWDO� ଑� ������� ଑� �������

�
5ROO�IRUZDUG�LQ�OHDVH�OLDELOLWLHV�DV�IROORZV��
�

3DUWLFXODUV� � ����� � �����
� � � � �
%HJLQQLQJ�EDODQFH� ଑� ������� ଑� �������
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STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
INDEX TO THE CONSOLIDATED FINANCIAL STATEMENTS AND SUPPLEMENTAL 

SCHEDULES 
DECEMBER 31, 2023 and 2022 

     
I SUPPLEMENTAL SCHEDULES REQUIRED BY REVISED SRC 

RULE 68 ANNEX 68-J   
     
 A FINANCIAL ASSETS  Attached 

 B 

AMOUNTS RECEIVABLES FROM DIRECTORS OFFICERS, 
EMPLOYEES, RELATED PARTIES AND PRINCIPAL 
STOCKHOLDERS (OTHER THAN RELATED PARTIES)  Attached 

 C 

AMOUNTS RECEIVABLES AND PAYABLE FROM/TO 
RELATED PARTIES WHICH ARE ELIMINATED DURING 
CONSOLIDATION PROCESS OF FINANCIAL STATEMENTS  Attached 

 D LONG-TERM DEBT  Attached 

 E 
INDEBTEDNESS TO RELATED PARTIES (LONG-TERM 
LOANS FROM RELATED PARTIES)  Not applicable 

 F GUARANTEES OF SECURITIES OF OTHER ISSUERS  Not applicable 

 G CAPITAL STOCK  Attached 

     

II  
Reconciliation of retained earnings available for dividend 
declaration  Attached 

III  Map of group of companies  Attached 

IV  
Financial Soundness Indicators as required by Revised SRC 
Rule 68 Annex 68-E  Attached 
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RECONCILIATION OF RETAINED EARNINGS 
AVAILABLE FOR DIVIDEND DECLARATION 

AS REQUIRED BY REVISED SRC RULE 68 ANNEX 68-D 
AS AT DECEMBER 31, 2023 

(Amount in Thousands) 
  

STENIEL MANUFACTURING CORPORATION 
Gateway Business Park, Brgy. Javalera, 

General Trias, Cavite, Philippines 
  

  
Unappropriated Retained Earnings (Deficit), as adjusted to 
     available for dividend distribution, beginning*  (P1,586,811) 
Net income actually earned during the period  
Net loss during the period closed to Retained Earnings (Deficit) 117,782 
Unappropriated Retained Earnings (Deficit) available for dividend  
      declaration, ending** (P1,469,029) 
  
*According to Section 5 of SEC Memorandum Circular No.11 (Series of 2008), a corporation cannot 
declare dividends when it has zero or negative Retained Earnings (otherwise known as Deficit). 
**Pursuant to the Restated and Amended Omnibus Agreement signed by the Company (as borrower) and 
lenders/creditor in October 2010, the Company is prohibited from declaring dividends to its owners until 
full payment of all amounts payable, unless consented in writing by the lenders/creditors. 
 
 
  



 

 

STENIEL MANUFACTURING CORPORATION 
AND SUBSIDIARIES 

 
MAP OF CONGLOMERATE 

 
 
 
 
 
 
 
 
 
 

SUBSIDIARIES 
 
 
  

STENIEL MANUFACTURING 
CORPORATION 

(Parent, a holding company listed in PSE) 

STENIEL CAVITE 
PACKAGING CORPORATION 

(100%)* 

STENIEL MINDANAO 
PACKAGING CORPORATION 

(100%)** 

*Treasure Packaging Corporation is a wholly-owned subsidiary of Steniel Manufacturing Corporation (STN) which was merged 
with Steniel Cavite Packaging Corporation effective May 30, 2018. 
**Steniel Mindanao Packaging Corporation was acquired by STN on December 29, 2020 



 

 

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
Gateway Business Park, 

Brgy. Javalera, General Trias, Cavite, Philippines 
SCHEDULE OF FINANCIAL SOUNDNESS INDICATORS 

    
    

Ratio Formula 
As of 

December 31, 
2023 

As of 
December 
31, 2022 

    

Liquidity:    

Current Ratio Current Assets 
1.16 1.10  Current Liabilities 

    

Solvency:    

Debt to Equity Ratio  Total Liabilities (Current + 
Noncurrent) 3.78 4.37 

 Equity 
    

Asset to Equity Ratio Total Assets (Current + 
Noncurrent) 4.78 5.37 

 Equity 
    

Profitability: 
Net Income Attributable to 

Equity Holders of the Parent 
Company 

49% 1% Return on Average  
Equity Attributable to  
Equity Holders of the  
Parent Company 

Average Equity Attributable to 
Equity Holders of the Parent 

Company 
    

  
For the year 

ended 
December 31, 

2023 

For the year 
ended 

December 
31, 2022 

Operating Efficiency:    

Operating Margin 
Income from Operating Activities 

3% 2% 
Net Sales 

    

Return on Equity Net Income 
13% 6%  Equity 

    

Return on Assets Net Income 
3% 1%  Total Assets 
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