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S T A M P S 



SECURITIES AND EXCHANGE COMMISSION 
 

SEC FORM 17-A 
 

ANNUAL REPORT PURSUANT TO SECTION 17 
 OF THE SECURITIES REGULATION CODE AND SECTION 141 

OF THE CORPORATION CODE OF THE PHILIPPINES 
  
1. For the fiscal year ended  : 31 December 2023 
 
2.   SEC 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   6.        (SEC Use Only) 
       incorporation or organization 
       Philippines 

                 Industry Classification Code: 
 
 

7.   Address of principal office       
      Gateway Business Park, Brgy. Javalera, General Trias, Cavite 

 
8.   Issuer’s telephone number, including area code  
      (046) 433-0066 
 
9.  Securities registered pursuant to Sections 8 and 12 of the Code or Sections 4 and 8 of the 

RSA (information on number of shares and amount of debt is applicable only to corporate 
registrants): 

 
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 registrant's securities listed on a Stock Exchange? 

 
  Yes [ ü]  No [    ] 
 
11.  The Company’s 876,182,045 common shares are listed at the Philippine Stock Exchange.  
 
12.  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  [ ü  ] No  [    ]  
  

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

Yes  [     ] No  [  ü ]  
 
13. The aggregate market value of voting stocks held by non-affiliates is Php48,344,686 

computed on the basis of the closing share price on July 5, 20061 of Php0.26 per common 
share.  

 

 
1 There were no transactions since July 6, 2006, the date when the Philippine Stock Exchange implemented a temporary trading 
suspension on the Company’s shares. 
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PART I - BUSINESS AND GENERAL INFORMATION 
 
Item 1. Business 
  
A. Background 

 
Steniel Manufacturing Corporation (“STN” or the “Company”) was incorporated and registered 
with the Philippine Securities and Exchange Commission (SEC) on September 13, 1963. The 
Company and its subsidiaries (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. 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 Corporation Code of the Philippines (“RCC”), the Company now 
has perpetual existence  
 
Following a decision made by the Company’s Board of Directors (BOD) in 1996 to reorganize 
the Group, the Company ceased manufacturing operations in June 1997 due to continuing 
business losses. As a result, reorganization of the Group was carried out and completed with 
the Company’s principal activity now limited to holding of investments. 
 
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. 
 
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 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. 
 
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. 
 
On June 26, 2019, the Company approved the reacquisition of Steniel Mindanao Packaging 
Corporation (“SMPC”), as described below, through a share swap transaction involving the 
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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 equity of the Company.  
 
As part of the preparations 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 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 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.  The transfer reduced the 
shareholding of SNHBV to 5% of the Company’s outstanding capital stock.   
 
On December 29, 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 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.   
 
The relevant taxes were paid and the corresponding CARs were secured. The Company’s 
public float increased from 13.09% to 22.27%. 
 
The Company’s registered address and principal office is located at Gateway Business Park, 
Brgy. Javalera, General Trias, Cavite, Philippines.  
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B. Subsidiaries 
 
The consolidated financial statements include the financial statements of the Company and 
the following subsidiaries incorporated in the Philippines: 
 

Percent of Ownership 
 2023 2022 
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. 
 
On June 30, 2006, SCPC’s BOD decided to discontinue its packaging operations in view of 
the continued 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. 
 
On June 15, 2016 and July 8, 2016, SCPC’s BOD and Shareholders, respectively, approved 
the change in 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. 
 
SCPC’s principal office is located at Gateway Business Park, Brgy. Javalera, General Trias, 
Cavite, 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 shares of the Company. In preparation for these share issuances, 
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 
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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 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.  
 
As at December 31, 2023, the operating subsidiaries of the Company are SCPC and SMPC.  
 
C. Transactions with and/or Dependence on Related Parties 
 
Transactions with related parties in the day-to-day course of business include inter-company 
sale and/or transfer of inventory and equipment.  Related party transactions are always made 
at arms-length. 
 
D. Total Number of Employees  
  
The Company has a total of three (3) employees as at December 31, 2023. 
 
E.  Patents, Trademarks Copyrights and Licenses 
 
The operations of the Company are not dependent on any copyright, patent, trademark, 
license, concession or royalty agreement.  The Company has registered the following with the 
Intellectual Property Office: 
 

Registration No. Mark Registration Date Expiry Date 

518498 

 

 
 

September 30, 
2022 

September 30, 
2032 

518501 
 

STENIEL 
 

September 30, 
2022 

September 30, 
2032 

   
F.  New Products and Existing or Probable Government Approval for Products or Services  

 
Not applicable. 

 
G.  Cost and Compliance with Environmental laws   
 
The Group adopts a proactive approach in respect of environmental laws.  All its facilities were 
constructed with high standards and in compliance with the basic requirements of existing 
environmental regulations. It is not feasible at the moment to determine the incremental cost 
of additional compliance with new regulations, if there are any. 
 
H.  Bankruptcy, Receivership or Similar Proceedings 

 
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.   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 Company failed to settle its 
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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. 
Subsequent to declaring the Company in default, the lending banks assigned and sold the 
loan balances to third parties. On October 14, 2010, one of the new lenders, 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. On October 15, 
2010, the Company and the creditors/lenders signed the Amended and Restated Omnibus 
Agreement (the “Amended Agreement”), 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 
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 Company and its subsidiaries; and (c) by way of 
conversion into equity though the issuance of the Company’s unissued capital 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. 

 
§ The restructured accrued interest expense prior to loan restructuring will be subject to 

interest of 8% per annum. 
 

§ Restructured outstanding principal will be subject to interest of 6% per annum for 15 
years and 8% per annum and 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 Company, and 
 

§ Other conditions include: 
 

a. Lenders’ representative to be elected as director in the Company 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 or prepayment of any debt or obligation (other than operational 

expenses), unless with consent of the lenders. 
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f. Creditor’s consent for change in material ownership in the Group and 
mortgagors. 

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 Company’s capital stock have been completed as at December 
31, 2010. The dacion en pago transaction reduced the outstanding loan principal amount by 
P122 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 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. 
 
Pursuant to the Amended Agreement, the Company’s outstanding principal and accrued 
interest was 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 conversion resulted to the reduction of the Company’s 
outstanding debt and recognition of additional paid in capital.  
 
Restructuring of Subsidiaries 
 
In 2011, following the provisions in the Amended Agreement, the Company filed a merger 
application with the SEC to absorb TPC. On August 12, 2013, following management’s 
assessment, the Board of the 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. 
 
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%.  
 
In September 2023, the dacion en pago was completed relating to the Group’s shares in SLC. 
The Group 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 
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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 
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 P942 million and P1,070 million, as at December 31, 2023 
and 2022, 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. 
 
On December 29, 2020, upon the SEC’s approval of the Company’s application for increase in 
authorized 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 Group’s 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. 

 
I.    Material Reclassification, Merger, Consolidation, or Purchase or Sale  
 of a Significant Amount of Assets Not Within the Ordinary Course of Business 
 
As discussed in Note 10 in the Notes to the Consolidated Financial Statements, the Company 
reclassified certain remaining assets and shares of stocks in an associate from investment to 
assets held-for-sale which was subject to dacion en pago under the provisions of the 
Amended Agreement.  The assets and shares are measured at lower of the carrying amount 
and fair value less cost to sell.  The dacion en pago was completed in 2023.  
 
J.  Cost of Research and Development Activities  
 
Not applicable. 
 
K.  Major Risks and Management of the Risks 
 
The Company and the creditors/lenders signed the Amended Agreement on October 15, 2010 
which restructured the Company’s loans and addressed the default situation.  The essential 
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provisions of the Amended Agreement are discussed in detail in Item 1(H) above and in Note 
1 in the Notes to Consolidated Financial Statements. 
 
Please also refer to Note 24 - Financial Risk and Capital Management Objectives and Policies 
of the Notes to Consolidated Financial Statements for additional discussions. 
 
Item 2. Properties 
 
Please refer to Note 10 – Asset-Held-for-Sale and Note 11 – Property and Equipment, of the 
Notes to Consolidated Financial Statements for the table of properties.   

 
The Group’s building and building improvements, leasehold improvements and machinery and 
equipment were mortgaged to secure the payment of long-term debts under mortgage trust 
indentures.  Consequent to the loan restructuring (please refer to Item 1(H) in the preceding 
section), the dacion en pago of the Group’s idle machines and building had been partially 
completed as at December 31, 2010 and September 30, 2014 respectively, thereby reducing 
outstanding principal amount by Php222 million.   
 
With regard to the dacion of the shares in SLC, the CARs for the transfer of shares to 
Greenkraft were issued in 2012. The CARs covering the transfer of shares held by SCPC is 
currently being processed. 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. Consequently, the remaining dacion en pago was implemented relating to the Group’s 
shares in SLC. The 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.  
 
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 for USD2.3 Million 
and the rest of the box plant assets from Dole on January 24, 2022 for USD8 Million. 
 
Steniel (STN) assumed control of plant operations on February 24, 2022, as part of a tolling 
arrangement initially scheduled for six months. Following the initial six-month period, the 
Project Management Office members from both companies mutually decided to extend the 
tolling arrangement until May 2023. In November 2022, while the tolling arrangement was still 
active, STN gradually commenced box manufacturing under a long-term supply agreement 
(LTSA), utilizing the company's own inventory. By June 2023, STN had successfully 
transitioned fully to the LTSA. With a minimum purchase commitment from Dole, the supply 
agreement shall be effective from August 24, 2022 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 the Group’s production capacity from 60,000 
MT to 120,000 MT and double the sales revenue. 
 
Item 3. Legal Proceedings 
 
As of December 31, 2023, 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 adverse effect on the business or 
financial position of Company or any of its subsidiaries.  
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Item 4.  Submission of Matters to a Vote of Security Holders 
 
There were no matters submitted to the vote of security holders during the fiscal year covered 
by this report.  

 
 

PART II - OPERATIONAL AND FINANCIAL INFORMATION 
  
Item 5. Market for Issuer's Common Equity and Related Stockholder Matters  
  
A.  Market Price  
 
The Company’s common shares are listed on The Philippine Stock Exchange, Inc. (“PSE”), 
and a summary of the high and low share prices by quarter for the 3-year period ended 
December 31, 2006 is as follows:  

 
 1st Quarter 2nd Quarter 3rd Quarter 4th Quarter 
2003   - high 0.100 0.140 0.200 0.210 
            - low 0.100 0.110 0.120 0.130 
2004   - high 0.180 0.150 0.150 0.150 
            - low 0.130 0.100 0.100 0.120 
2005   - high 0.260 0.180 0.150 0.150 
           - low 0.120 0.125 0.110 0.110 
2006   - high 0.780 0.600 0.260 No 

transaction             - low 0.110 0.200 0.250 
 
The PSE has implemented a temporary trading suspension on the Company’s shares 
following a disclosure dated July 5, 2006 relative to the authorization granted by the 
shareholders of the Company to enter into rehabilitation proceedings.  

 
B.   Holders  
 
As of December 31, 2023, the top twenty (20) stockholders of the Company are the following: 
 
 Name Citizenship No. of 

shares 
% 

1 Corbox Corporation Filipino 276,026,311 19.45% 
2 Golden Bales Corporation Filipino 276,026,311 19.45% 
3 Roxburgh Investments Limited BVI 261,910,502 18.46% 
4 Greenkraft Corporation Filipino 258,226,773 18.20% 
5 PCD Nominee Corporation Filipino 71,555,009 5.04% 
6 Monceau Philippine Holdings, Inc. Filipino 70,000,000 4.93% 
7 Ismael T. Cuan Filipino 60,000,000 4.23% 
8 Clement Chua Filipino 30,607,972 2.16% 
9 Rex Chua Filipino 30,607,972 2.16% 
10 Valmora Investment & Management 

Corporation  
Filipino 10,443,860 0.74% 

11 Rustico and/or Lolita Garingan Filipino 2,097,276 0.15% 
12 Delfin R. Maceda Filipino 1,980,000 0.14% 
13 PCD Nominee Corporation Non-Filipino 1,954,703 0.14% 
14 Calvin C. Chua Filipino 1,828,500 0.13% 
15 Tower Securities Inc. Filipino 1,685,333 0.12% 
16 AB Capital Securities Inc. Filipino 1,490,886 0.11% 
17 Sally C. Ong Pac Filipino 1,450,000 0.10% 
18 Leonardo T. Siguion-Reyna Filipino 1,151,839 0.08% 
19 Ella C. Santiago and/or Manuel A. 

Santiago 
Filipino 1,100,000 0.08% 

20 Christopher Chua Filipino 1,000,000 0.07% 
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The Company’s securities consist of outstanding common shares. 
 
As of December 31, 2023, the Company has a public float level of 22.27%. 
 
C.  Dividends  
 
The Company did not declare any dividends for the years ended December 31, 2021, 2022 
and 2023.  Based on its By-Laws, dividends may be declared from the surplus profit at such 
time or times and in such percentage as the Company’s Board may deem proper.  No 
dividend shall be declared that will impair the capital of the Company.  Stock dividend shall be 
declared in accordance with the law.  
 
D.  Recent Sales of Unregistered Securities 
 
Pursuant to the increase in the Company’s authorized capital stock from P1,000,000,000.00 to 
P2,000,000,000.00 which was approved by the SEC on December 29, 2020, the Company 
issued a total of 418,812,081 common shares to the following entities, natural and juridical, as 
a result of the share swap transaction and debt-to-equity conversion: 
 

1.  Share Swap Transaction 
 

Name No. of Shares  

Greenkraft Corporation 89,767,950 
Corbox Corporation 80,775,000 
Golden Bales Corporation 80,775,000 
Rex Chua 8,966,025 
Clement Chua 8,966,025 

TOTAL 269,250,000 
 

2.  Debt to Equity Conversion 
 

Name  No. of Shares  

Greenkraft Corporation 11,469,532 
Roxburgh Investment Limited 138,092,549 

TOTAL 149,562,081 
 
Item 6. Management’s Discussion and Analysis or Plan of Operation 
 
Consolidated revenues for the current year totaled Php 3,407 million while revenue recorded 
last year amounting to Php 2,205 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 Php 2,956 
million for the current year and Php 1,824 million for the previous year. Gross profit margin for 
the current period posted at 13.22%, 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 Php 369.430 million compared to last year 
of Php 268.133 million. The increase of Php 101.297 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 Php 77.970 million.   
 
Other income, net for the period ending 2023 amounted to Php 174.743 million compared to 
last year other income Php 36.722 million. The significant decrease is attributable to gain on 
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disposal of investments related to the completion of dacion en pago recognized during the 
year amounting to Php 117.295 million.  
 
Income tax expense applicable for the current year amounted to Php 56.424 million compared 
to Php 2.635 million in 2022.    
 
Overall, the Group realized a consolidated net income of Php 117.782 million for the year 
ended December 31, 2023 compared to Php 28.355 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 transaction during the year.  
 
Financial Position 
 
Total current assets as at December 31, 2023, totaled Php 3,322.168 million as compared to 
Php 3,117.334 million in 2022. The increase was mainly due to the increase in inventories to 
supply increasing sales of the Group.  Non-current assets decreased to Php 936.239  million 
as at current year-end against last year’s Php 1,001.895 million. 
 
The Group’s consolidated current liabilities as at current year-end totaled Php 2,872.441 
million as compared in 2022 of Php 2,826.918 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 Php 4,258.407 million compared to Php 4,118.229 
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.  
 
Plans and Strategies 
 
The Company temporarily ceased its operations due to heavy losses incurred in prior years 
that Management had to take measures to mitigate the losses and look for means to address 
the Retained Earnings and Capital Deficiency. Action plans had been gradually implemented 
until July 2019 when the Board approved the re-acquisition of SMPC through a share swap 
transaction and the conversion of the outstanding long-term loans from creditors Greenkraft 
and Roxburgh into common shares of the Company. Subsequently, the Company’s 
shareholders approved the amendment of the Company’s Articles of Incorporation to 
accommodate the transactions.   
 
On December 29, 2020, following the approval of SEC of the Company’s application for 
increase of authorized capital stock from Php1 Billion divided into 1 Billion common shares to 
Php2 Billion divided into 2 Billion common shares, the Company issued a total of 418,812,081 
shares resulting from the debt to equity conversion and share swap transaction.  
 
The issuance of 149,562,081 shares to the creditors effecting the debt to equity conversion 
reduced the outstanding loan by Php 149.56 Million.  The issuance of 269,250,000 shares to 
the shareholders of SMPC and issuance of corresponding CARs, effecting the share swap 
transaction valued at Php269.250 Million, resulted to the reacquisition of SMPC as a wholly 
owned subsidiary of the Company. 
 
Corollary to this, the Company recognized a provisional income of Php 158.265 Million for the 
period ending December 31, 2020 attributed to the share swap. Management employed the 
services of third-party valuation specialists to ascertain the fair value of consideration 
transferred and the fair value of the net assets of the acquired subsidiary amounting to Php 
536.709 Million resulting to a final net gain on acquisition amounting to Php 267.459 Million 
lodged under Other Income in 2020 and 2021.  Further, the realization of the foregoing 
transactions resolved the capital deficiency of the Group in 2021 and 2020.   
 
The Management is optimistic for the Group to get back to its core business, more competitive 
with sustainable and profitable operation.  
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There are no known trends, events or uncertainties that will have a material impact on the 
Group’s future operations except those that have already been disclosed in the foregoing.  
 
Item 7.  Financial Statements 
 
The Company’s consolidated and separate audited financial statements for the period ended 
December 31, 2023 attached as Annexes “A” and “B”. 
 
Item 8.    Changes in and Disagreements with Accountants on  
 Accounting and Financial Disclosure 
 
There are no changes in or disagreements between the Company and the accountants on 
matters of accounting and financial disclosure. 

 
 
 

PART III - CONTROL AND COMPENSATION INFORMATION 
  
Item 9.  Directors and Executive Officers of the Company  
 
The term of office of directors of the Company is one (1) year.  As of December 31, 2023, the 
directors and executive officers of the Company were:  
 

Directors Age Position  
Nixon Y. Lim 53 Chairman/President & CEO 
Mark O. Vergara 58 Director 
Eliza C. Macuray 65 Director and Treasurer 
Esteban C. Ku 58 Director 
Kenneth George D. Wood 65 Lead Independent Director 
Adam Anthony S. Cabe III 48 Independent Director 
Rhea M. Alarcon 53 Independent Director 

 
A.   Board of Directors  
 
Nixon Y. Lim 
 
Mr. Lim was elected to the Board of Directors on July 8, 2016 and currently serves as 
Chairman of the Board. 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 
 
Mr. Vergara was elected to the Board of Directors on October 14, 2011.  He 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 and Corporate Secretary of Chroma 
Philippines, Inc., Pacific Harbor Investment Holdings Phils., Inc., Pebble Beach Properties, 
Inc., and MV Holdings Inc. He is also a director  of ExlService Philipppines, Inc., and Prime 
Solutions and  Consultancy, Inc.  Mr.  Vergara  is the Corporate Secretary of Citicorp Financial 
Services and Insurance Brokerage Philippines, Inc., CitifFinancial Holdings, Inc. and Green 
Siam Resources Corporation. 
 
Eliza C. Macuray  
 
Ms. Macuray was elected to the Board of Directors on December 26, 2013.  She received her 
Bachelor of Science in Commerce, major in Accounting, from Arellano University.  Prior to her 
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joining the Group, 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 
 
Mr. Ku was elected to the Board of Directors on October 14, 2011. He 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. 
 
Kenneth George D. Wood 
 
Mr. Wood was elected to the Board of Directors on September 17, 2012.  He received his 
Bachelor of Science in Commerce, Major in Accounting, graduating with Magna cum Laude 
honors. He has been a certified public accountant since 1981. He has advised investors 
extensively on taxation aspects of doing business in the Philippines, especially at the Clark 
Special Economic Zone. He was previously the Head of the Raw Materials Department and 
Cost Accountant for Container Corporation of the Philippines and Officer-in-Charge of the 
Management Information Systems Department of the Clark Development Corporation. 
 
Adam Anthony S. Cabe III 
 
Mr. Cabe was elected to the Board of Directors on July 11, 2017. He received his Bachelor of 
Laws degree from the Arellano University School of Law and his Bachelor of Science in 
Management, Major in Entrepreneurship from San Beda College in 1998. He was admitted to 
the Philippine Bar in 2016. He served the government for more than eight (8) years as an 
executive staff of the Government Service Insurance System and Presidential Commission for 
Good Governance. 
 
Rhea M. Alarcon 
 
Rhea M. Alarcon was elected to the Board of Directors on July 31, 2018.  She 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. 
 
B.  Executive Officers 
 
The business experience of Mr. Lim, President and CEO, and Ms. Macuray, Treasurer, are 
provided above. 
 
The Company considers the efforts of its directors, officers and employees to be the driving 
factor behind the success of its business operations, and generally regards all such 
individuals to be significant officers and employees.   
 
C.  Family Relationships 
 
There are no family relationships between directors and executive officers of the Company.  
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D.  Involvement in Legal Proceedings  
 
The Company is not aware of any bankruptcy proceedings filed against any of its directors or 
executive officers, nor of any criminal conviction or final judgment barring or limiting any 
business involvement or any order or judgment subjecting said directors or executive officers, 
or a violation of a securities or commodities law or regulation filed against any of its directors 
or executive officers, during the past five (5) years ending December 31, 2023.  
   
Item 10. Executive Compensation  

 
A.  Compensation Summary 
 
For each of the years ended December 31, 2023, 2022 and 2021, the total salaries, 
allowances and bonuses paid to the most highly compensated executive officers are as 
follows: 
 

SUMMARY ANNUAL COMPENSATION TABLE 

Name and Principal Position Period Salary Bonus 

Most highly compensated executive officers 
Nixon Lim  

Eliza Macuray 

2023 5,730,000.00 0 

2022 2,949,000.00 0 

2021 2,831,037.00 0 
 
No other directors and executive officers are receiving compensation. 
 
B.  Standard Arrangements 
 
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.  
 
Item 11.  Security Ownership of Certain Record and Beneficial Owners and 
Management 
 
A.   Security Ownership of Certain Record and Beneficial Owners 
 
As of December 31, 2023, the stockholders holding more than 5% of the Company’s voting 
securities were: 
 

Title of 
Class 

Name, address of record 
owner and relationship 

with issuer 

Name of 
Beneficial Owner 
and Relationship 

with Record 
Owner 

Citizenship 
No. of 

Common 
Shares Held 

Percent 

      
 
Common 

 
Corbox Corporation 
Purok Gemelina, Tayud, 
Lilo-an, Cebu 
 

 
Esteban C. Ku as 
Treasurer holds 
33.33% of the 
record owner. 
Nixon Lim as 
President and 

Clement Chua are 
the ultimate 

beneficial owners 
of 33.33 % of the 

record owner 
 

 
Filipino 

 
276,026,311 

 
19.45% 

Common Golden Bales Corporation 
Km. 14 After Panacan 
Substation, Panacan, 
Davao City, Davao del Sur 

Nixon Lim as 
President, and 

Clement Chua as 
Corporate 

Filipino 276,026,311 19.45% 
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 Secretary are the 
ultimate beneficial 
owners of 70% of 
the record owner  

 
Common 

 
Roxburgh Investments 
Limited 
P.O. Box 957, Offshore 
Incorporations Center 
Road Town, Tortola, British 
Virgin Islands 
 

 
Nixon Lim, 

Director 

 
BVI 

 
261,910,502 

 
18.46% 

Common Greenkraft Corporation 
W. Ng Bldg., MacArthur 
Highway cor. Rovimar St., 
Brgy. Balibago, Angeles, 
Pampanga 
 

Nixon Lim as 
President, and 

Clement Chua as 
Director are 

beneficial owners 
of 36% and 20%, 

respectively 

Filipino 258,226,773 18.20% 

 
Common 

 
PCD Nominee Corporation 
6th Flr. Makati Stock 
Exchange, 6767 Ayala 
Ave., Makati City 
 

 
Various 

Participants of 
PCD 

 

 
Filipino 

 
71,555,009 

 
5.04% 

 
 
B.   Security Interest of Directors and Management  
 
As of December 31, 2023, the security interest of directors and management is as follows:  
 
Directors 
 

Title of 
Class 

Name of Beneficial Owner Amount and Nature of 
Beneficial Ownership 

Citizenship Percentage 

Common Nixon Y. Lim 1 (Direct) 
457,550,615 (Indirect) 

Filipino 32.25 

Common Mark O. Vergara 1 (Direct) Filipino nil 
Common Eliza C. Macuray  1 (Direct) Filipino nil 
Common Esteban C. Ku 1 (Direct) 

91,906,639 (Indirect) 
Filipino 6.48 

Common Kenneth George D. Wood  1 (Direct) Filipino nil 
Common Adam Anthony S. Cabe III 1 (Direct) Filipino nil 
Common Rhea M. Alarcon 1 (Direct) Filipino nil 
 
Officers 
 
Title of 
Class 

Name of Beneficial Owner Amount and Nature of 
Beneficial Ownership 

Citizenship Percentage 

Common Nixon Y. Lim 1 (Direct) 
457,550,615 (Indirect) 

Filipino 32.25 

Common Eliza C. Macuray  1 (Direct) Filipino nil 
Common Janice L. Co 0 Filipino nil 
 
Except as disclosed above, there is no director or key officer of the Company that owns at 
least 10% of its issued and outstanding capital stock. 
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C.   Voting Trust Holders of 5% or More 
 
There are no persons holding more than 5% of a class under a voting trust or nay similar 
agreements as of balance sheet date.  
 
D.   Change in Control   
 
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 Steniel 
(Netherlands) Holdings B.V. (“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 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 reduced the shareholding of SNHBV to 5% of the Company’s 
outstanding capital stock.   
 
On December 29, 2020, the SEC approved STN’s application for increase of authorized 
capital stock from Php1 Billion to Php2 Billion resulting to the issuance of 418,812,081 
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.   
 
The relevant taxes were paid and the corresponding CARs were secured. The Company’s 
public float increased from 13.09% to 22.27%. 
 
As of December 31, 2023, the separate shareholdings of the Buyer Group are as follows:  
 

Corbox Corporation 276,026,311 19.45% 
Golden Bales Corporation 276,026,311 19.45% 
Greenkraft Corporation 258,226,773 18.20% 
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Clement Chua 30,638,920 2.16% 
Rex Chua 30,638,920 2.16% 

 
 
Item 12. Certain Relationships and Related Transactions 
 
Transactions with related parties in the day-to-day course of business include inter-company2 
sale and/or transfer of inventories and equipment.  Related party transactions are always at 
arm’s-length.  Please refer also to Note 15 - Related Party Transactions of the Notes to the 
Consolidated Financial Statements. 
 
 

 
PART IV – CORPORATE GOVERNANCE 

 
Item 13. Corporate Governance 
 
On May 29, 2017, the Company approved its Revised Manual of Good Corporate Governance 
(the “Manual”) based on the Code of Corporate Governance for Publicly-Listed Companies 
issued by the SEC. The Company constantly seeks to adhere to the principles of good 
corporate governance as embodied in the Manual.  Internal systems are established to ensure 
feedback, control and accountability, that relates in particular to integrity of financial reporting 
and ensure compliance with applicable laws and regulations, thereby fostering Board and 
Management responsibility to the Company’s stakeholders.  The Board and Management 
continually seeks to enhance compliance with the Manual by undertaking measures to 
implement policies prescribed under the Manual.  There has been no known material 
deviation from the Manual. 

 
 
 

PART V - EXHIBITS AND SCHEDULES 
 
Item 14. Exhibits and Reports on SEC Form 17-C 
 
(a) Exhibits 
   

Annex  Description of Document 
A 2023 Consolidated Audited Financial Statements of Steniel Manufacturing 

Corporation  
B 2023 Separate Audited Financial Statements of Steniel Manufacturing 

Corporation 
C Sustainability Report 

 
(b) Reports on SEC Form 17-C (Current Report) filed in 2023 
 

Date  Description of Document 
April 14, 2023 Postponement of the annual stockholders’ meeting  
May 10, 2023 Appointment of Deputy Chief Financial Officer 
May 19, 2023 Filing of application for the listing of 542,630,036 common shares  

October 9, 2023 Receipt of copies of Deeds of Absolute sale involving 130,940,604 
shares of the Company 

October 19, 2023 Authority to request for a certification from the Bureau of Internal 
Revenue in relation to the Company’s filings of its annual reports 
with the BIR 

November 7, 2023 Increase of public float to 17.32% in view of the submission of the 
tax clearance for the sale of 60,000,000 shares to the public 

November 21, 2023 Increase of public float to 22.27% in view of the submission of the 
tax clearance for the sale of 70,940,604 shares to the public 

 
2 Pertaining to transactions within the Steniel Group. 
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Steniel Manufacturing Corporation 

  



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
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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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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��
�
� �
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&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��

�
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)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�
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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��
�

� � ����� � �����
� � � � �
&DVK�LQ�EDQNV� ଑� �������� ଑� �������
5HFHLYDEOHV�±�QHW� � �������� � ��������
5HIXQGDEOH�VHFXULW\�GHSRVLWV� � ������� � ������
� � � � �
� ଑� �������� ଑� ��������

�



�

(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�



�

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� ଑� �������� ଑� �� ଑� ��������



�

/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��
�

����� �
+LJK�
*UDGH� �

0HGLXP�
*UDGH� �

/RZ�
*UDGH� � 7RWDO�

� � � � � � � � �
&DVK�LQ�EDQNV� ଑� �������� ଑� �� ଑� �� ଑� ��������
7UDGH�DQG�RWKHU��
�������UHFHLYDEOHV� � �� � �������� � ������� � ��������
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+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�
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DQG�D�PRGHUDWH�XVH�RI�OHYHUDJH��

�
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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�����
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7KH�*URXS�LV�QRW�VXEMHFW�WR�H[WHUQDOO\�LPSRVHG�FDSLWDOL]DWLRQ�UHTXLUHPHQWV��
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7KH�*URXS�PRQLWRUV�LWV�ILQDQFLDO�OHYHUDJH�XVLQJ�WKH�GHEW�WR�HTXLW\�ZKLFK�LV�FRPSXWHG�DV�WRWDO�OLDELOLWLHV�GLYLGHG�
E\�WRWDO�HTXLW\�DV�VKRZQ�LQ�WKH�WDEOH�EHORZ��
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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��
�
� �
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�
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����������



�

127(����±�5(/$7('�3$57<�75$16$&7,216�
�
,Q�WKH�QRUPDO�FRXUVH�RI�EXVLQHVV��WKH�*URXS�KDV�WUDQVDFWLRQV�DQG�EDODQFHV�ZLWK�LWV�UHODWHG�SDUWLHV��$OO�PDWHULDO�UHODWHG�SDUW\�WUDQVDFWLRQV�DUH�VXEMHFW�WR�DSSURYDO�E\�WKH�%2'��
0DWHULDO�UHODWHG�SDUW\�WUDQVDFWLRQV�SHUWDLQ�WR�WKRVH�WUDQVDFWLRQV��HLWKHU�LQGLYLGXDOO\�RU�LQ�DJJUHJDWH�RYHU�D����PRQWK�SHULRG��WKDW�H[FHHG�����RI�WKH�&RPSDQ\¶V�WRWDO�DVVHWV�
EDVHG�RQ�WKH�ODWHVW�DXGLWHG�ILQDQFLDO�VWDWHPHQWV�� $OO�RWKHU�UHODWHG�SDUW\�WUDQVDFWLRQV�WKDW�DUH�FRQVLGHUHG�QRW�PDWHULDO�DUH�DSSURYHG�E\�PDQDJHPHQW��
�
7KH�EDODQFHV�DQG�WUDQVDFWLRQV�ZLWK�UHODWHG�SDUWLHV�DV�DW�DQG�IRU�WKH�\HDUV�HQGHG�'HFHPEHU����IROORZV��
�

� � � � 2XWVWDQGLQJ�%DODQFH� � �

&DWHJRU\� <HDU� 1RWH�
$PRXQW�RI�

7UDQVDFWLRQ�
7UDGH�

5HFHLYDEOHV�
7UDGH�

3D\DEOHV�
$FFUXHG�
([SHQVHV�

'XH�WR��
5HODWHG�
3DUWLHV� %RUURZLQJV� 7HUPV� &RQGLWLRQV�

(QWLWLHV�XQGHU�
&RPPRQ�&RQWURO� � � � � �

�
�
�

� �
� � � � � � � � � � �
5HLPEXUVHPHQWV� ����� E� �� ���� �� �� �� �� &ROOHFWLEOH�RQ�GHPDQG��� 8QVHFXUHG���

QR�
LPSDLUPHQW�� ����� � �� ���� �

�
�

�
QRQ�LQWHUHVW�EHDULQJ�

6DOHV� ����� F� ������� ���� �� �� �� �� &ROOHFWLEOH�RQ�GHPDQG��� 8QVHFXUHG���
QR�
LPSDLUPHQW�� ����� � ������� ������� ��

��
��

��
QRQ�LQWHUHVW�EHDULQJ�

$VVRFLDWHV� � � � � � � � � � �
$GYDQFHV� ����� D� �� �� �� �� ������ �� 3D\DEOH�RQ�GHPDQG���� 8QVHFXUHG��
� ����� � �� �� �� �� ������� �� QRQ�LQWHUHVW�EHDULQJ� �
6KDUHKROGHUV� � � � � � � � � � �
%RUURZLQJV� ����� ��� �� �� �� �� �� �� 3D\DEOH�LQ����\HDUV�LQ�HTXDO�

TXDUWHUO\�LQVWDOOPHQWV��LQWHUHVW�
EHDULQJ�DW����S�D��RQ�WKH�ILUVW�
ILYH�\HDUV�����S�D��RQ�WKH��WK�
XQWLO�WKH���WK�\HDU��DQG����S�D��
RQ�WKH���WK�\HDU�RQZDUGV�XQWLO�
PDWXULW\�

6HFXUHG�E\�
YDULRXV�
FXUUHQW�DQG�
QRQFXUUHQW�
DVVHWV�RI�WKH�
&RPSDQ\��

����� � �� �� �� �� �� ��������

� �



�

� � � � 2XWVWDQGLQJ�%DODQFH� � �

&DWHJRU\� <HDU� 1RWH�
$PRXQW� RI�
7UDQVDFWLRQ�

7UDGH�
5HFHLYDEOHV�

7UDGH�
3D\DEOHV�

$FFUXHG�
([SHQVHV�

'XH�WR��
5HODWHG�
3DUWLHV� %RUURZLQJV� 7HUPV� &RQGLWLRQV�

� � � � � � � � � � �
2WKHU�5HODWHG�3DUWLHV� � � � � � � �
/HDVH�DQG�
ZDUHKRXVLQJ�FRVWV� ����� '� ������ �� ������

��
��

��
&ROOHFWLEOH�RQ�GHPDQG���

8QVHFXUHG���
QR�
LPSDLUPHQW�� ����� � �� �� �� �� �� �� QRQ�LQWHUHVW�EHDULQJ�

3XUFKDVHV� ����� &� ������� � �������� ������� � � &ROOHFWLEOH�RQ�GHPDQG��� 8QVHFXUHG��
QR�
LPSDLUPHQW�� ����� � �������� � �������

��������
�

�
QRQ�LQWHUHVW�EHDULQJ�

6DOHV� ����� F� ������� �������� � � � � &ROOHFWLEOH�RQ�GHPDQG��� 8QVHFXUHG���
QR�
LPSDLUPHQW�� ����� � ������� ������� ��

��
��

��
QRQ�LQWHUHVW�EHDULQJ�

$GYDQFHV�IURP�
FXVWRPHUV� ����� I� �������� � ��������

��
��

��
� �

� ����� � �������� �� �������� �� �� �� � �
$GYDQFHV� ����� D� ���� �� �� �� ������� � &ROOHFWLEOH�RQ�GHPDQG��� 8QVHFXUHG��

QR�
LPSDLUPHQW�� ����� � �� �� ��

��
�������

�
QRQ�LQWHUHVW�EHDULQJ�

.H\�0DQDJHPHQW�
3HUVRQQHO� � � � � �

�
�

�
� �

6KRUW�WHUP�EHQHILWV� ����� ��� ������ �� �� �� �� �� 3D\DEOH�RQ�GHPDQG��� 8QVHFXUHG��
� ����� � ������ �� �� �� �� �� QRQ�LQWHUHVW�EHDULQJ� �
727$/� ����� � � �������� �������� ������� ������� �� � �

727$/� ����� � � �������� �������� �������� ������� �������� � �
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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������

�
�
� �



�

127(����±�6+$5(�&$3,7$/�
�
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&�
WKURXJK�D�VKDUH�VZDS�WUDQVDFWLRQ�ZKHUHLQ�DOO�VKDUHKROGHUV�RI�603&�ZLOO�H[FKDQJH�DOO�WKHLU�VKDUHV�LQ�603&�IRU�
VKDUHV�RI� WKH�3DUHQW�&RPSDQ\��2Q� WKH�VDPH�GDWH�� WKH�%2'�DQG�6WRFNKROGHUV�DOVR�DSSURYHG�WKH�FRQYHUVLRQ�RI�
ORDQV� IURP�*UHHQNUDIW� DQG�5R[EXUJK� LQWR� FRPPRQ� VKDUHV� LQ�671�� �7KH� VDLG� DSSURYDOV�ZHUH� UHFRQILUPHG�RQ�
1RYHPEHU�����������

�
7R�DFFRPPRGDWH�WKH�WUDQVDFWLRQV�GLVFXVVHG�DERYH��WKH�%2'�DQG�6WRFNKROGHUV�DSSURYHG�WKH�DPHQGPHQW�RI�WKH�
$2,�WR�LQFUHDVH�WKH�DXWKRUL]HG�FDSLWDO�VWRFN�IURP�଑��ELOOLRQ��GLYLGHG�LQWR�RQH�ELOOLRQ�FRPPRQ�VKDUHV�WR�଑��ELOOLRQ��
GLYLGHG�LQWR�WZR�ELOOLRQ�FRPPRQ�VKDUHV�ZLWK�SDU�YDOXH�RI�଑��SHU�VKDUH��

�
2Q�'HFHPEHU�����������WKH�6(&�DSSURYHG�WKH�LQFUHDVH�LQ�DXWKRUL]HG�FDSLWDO�VWRFN�RI�WKH�3DUHQW�&RPSDQ\��2Q�WKH�
VDPH�GDWH��WKH�3DUHQW�&RPSDQ\�LVVXHG�������������VKDUHV�WR�WKH�VKDUHKROGHUV�RI�603&�LQ�H[FKDQJH�IRU�DOO�RI�
WKHLU�VKDUHKROGLQJV�WR�WKH�ODWWHU��7KH�3DUHQW�&RPSDQ\�DOVR�LVVXHG�������������VKDUHV�WR�LWV�OHQGHUV�HIIHFWLQJ�WKH�
GHEW�WR�HTXLW\�FRQYHUVLRQ��

�
([SHQVHV�LQFXUUHG�WKDW�DUH�GLUHFWO\�DWWULEXWDEOH�WR�WKH�LVVXDQFH�RI�VKDUHV��1HW�RI�UHODWHG�WD[�EHQHILW��DPRXQWHG�WR�
଑�����PLOOLRQ��6XFK�DPRXQW�ZDV�GHGXFWHG�DJDLQVW�DGGLWLRQDO�SDLG�LQ�FDSLWDO�LQ�������

�
$GGLWLRQDO�3DLG�LQ�&DSLWDO��
7KH�3DUHQW�&RPSDQ\¶V�ORDQV�ZHUH�UHVWUXFWXUHG�LQ�2FWREHU������DQG�WKH�������������XQLVVXHG�VKDUHV�DPRXQWLQJ�
WR�଑�������PLOOLRQ�ZHUH�LVVXHG�WR�D�FUHGLWRU�WR�VHWWOH�SRUWLRQ�RI�WKH�ORDQ�DPRXQWLQJ�WR�଑�������PLOOLRQ��7KH�H[FHVV�
RI�WKH�DPRXQW�VHWWOHG�RYHU�WKH�DPRXQW�RI�LVVXHG�VKDUHV��଑�������PLOOLRQ��ZDV�UHFRJQL]HG�DV�SDUW�RI�DGGLWLRQDO�
SDLG�LQ�FDSLWDO��1RWH�����
�
(DUQLQJV��/RVV��3HU�6KDUH�
%DVLF�HDUQLQJV�SHU�FRPPRQ�VKDUH�LQ�FHQWDYRV�IRU�WKH�\HDUV�HQGHG�'HFHPEHU�����LV�FDOFXODWHG�DV�IROORZV��

�
� � ����� � ����� � �����
� � � � � � �
1HW�LQFRPH� ଑� �������� ଑� ������� ଑� ��������
'LYLGHG�E\�ZHLJKWHG�DYHUDJH�QXPEHU�

RI�FRPPRQ�VKDUHV��LQ�WKRXVDQGV�
�

����������
�

����������
�

����������
� � � � � � �
%DVLF�DQG�GLOXWHG�HDUQLQJV�ORVV��SHU�VKDUH� ଑� 3�������� ଑� ��������� ଑� ��������

�
7KHUH�DUH�QR�GLOXWLYH�VKDUHV�XVHG�LQ�WKH�FRPSXWDWLRQ�RI�WKH�HDUQLQJV�SHU�VKDUHV��KHQFH��EDVLF�HDUQLQJV�SHU�VKDUH�
LV�WKH�VDPH�ZLWK�WKH�GLOXWLYH�HDUQLQJV�SHU�VKDUH��
�
� �

�
�



�

127(����±�6+$5(�35(0,80�
�
7KH�PRYHPHQWV�RI�VKDUH�SUHPLXP�DUH�DV�IROORZV��
�

� � ����� � �����
� � � � �
$W�-DQXDU\��� ଑� �������� ଑� ��������
6KDUH�SUHPLXP�RQ�VKDUHV�LVVXHG�GXULQJ�WKH�\HDU� � � � �

*URVV�SURFHHGV��� � �� � ��
'LUHFW�DWWULEXWDEOH�LVVXDQFH�FRVWV� � �� � ��

� � � � �
(QG� ଑� �������� ଑� ��������

�
6KDUH�SUHPLXP�DULVHV�ZKHQ�WKH�DPRXQW�VXEVFULEHG�LV�LQ�H[FHVV�RI�QRPLQDO�YDOXH��
�
�
127(����±�5(9(18(6�

�
5HFRJQLWLRQ�RI�HDFK�UHYHQXH�VWUHDP�LV�DV�IROORZV��
�

3DUWLFXODUV� � ����� � ����� � �����
� � � � � � �
3URGXFWV�VROG�DW�SRLQW�LQ�WLPH� ଑� ���������� ଑� ���������� ଑� ����������
6HUYLFHV�WUDQVIHUUHG�RYHU�WLPH� � ���������� � �������� � �������
� � � � � � �
�7RWDO� ଑� ���������� ଑� ���������� ଑� ����������

�
7KH�&RPSDQ\¶V�GLVDJJUHJDWLRQ�RI�HDFK�VRXUFH�RI�SURGXFW�VDOHV�LV�SUHVHQWHG�EHORZ��
�

3DUWLFXODUV� � ����� � ����� � �����
� � � � � � �
/RFDO�VDOHV�� ଑� �������� ଑� ���������� ଑� ��������
,QGLUHFW�H[SRUW�VDOHV� � �������� � �������� � ��������
6DOHV�RI�VFUDS� � ������� � ������� � �������
6DOHV�GLVFRXQW� � ���������� � ��������� � ��
� � � � � � �
�7RWDO� ଑� ���������� ଑� ���������� ଑� �����������

�

� �
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127(����±�&267�2)�6$/(6�$1'�6(59,&(6�
�
)RU�WKH�\HDUV�HQGHG�'HFHPEHU�����WKH�DFFRXQW�FRQVLVWV�RI��
�

3DUWLFXODUV� � ����� � ����� � �����
� � � � � � �
&RVW�RI�VDOHV� ଑� ���������� ଑� ���������� ଑� ����������
&RVW�RI�VHUYLFHV� � ������� � �������� � �������
� � � � � � �
�7RWDO� ଑� ���������� ଑� ���������� ଑� ����������

�
&RVW�RI�6DOHV�
'HWDLOV�RI�WKH�DFFRXQW�DV�IROORZV��
�

�
�
�
� �

� � ����� � ����� � �����
&RVW�RI�VDOHV� � � � � � �
5DZ�PDWHULDOV��EHJ� ଑� ���������� ଑� �������� ଑� ��������
$GG��3XUFKDVHV� � ���������� � ���������� � ��������
� � � � � � �
7RWDO�UDZ�PDWHULDOV� � ���������� � ���������� � ����������
/HVV��5DZ�PDWHULDOV��HQG� � ������������ � ������������ � ��������
� � � � � � �
5DZ�PDWHULDOV�XVHG� � ���������� � ���������� � ��������
'LUHFW�ODERU� � ������� � ������� � �������
)DFWRU\�RYHUKHDG� � �������� � �������� � ��������
� � � � � � �
7RWDO�PDQXIDFWXULQJ�FRVW� � ���������� � ���������� � ����������
$GG��:RUN�LQ�SURFHVV��EHJ� � ������� � ������� � �������
� � � � � � �
7RWDO�JRRGV�DYDLODEOH�IRU�PDQXIDFWXULQJ� � ���������� � ���������� � ����������
/HVV��:RUN�LQ�SURFHVV��HQG� � ��������� � ��������� � ���������
� � � � � � �
7RWDO�JRRGV�PDQXIDFWXUHG� � ���������� � ���������� � ����������
$GG��)LQLVKHG�JRRGV��EHJ� � ������� � ������� � �������
� � � � � � �
7RWDO�JRRGV�DYDLODEOH�IRU�VDOH� � ���������� � ���������� � ����������
/HVV��)LQLVKHG�JRRGV��HQG� � ��������� � ��������� � �������
� � � � � � �
7RWDO� ଑� ���������� ଑� ���������� ଑� ����������



�

&RVW�RI�6HUYLFHV�
'HWDLOV�RI�WKH�DFFRXQW�DV�IROORZV��
�

�
'HWDLOV�RI�IDFWRU\�RYHUKHDG�DUH�DV�IROORZV��

�
� � ����� � ����� � �����

� � � � � � �

'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� ଑� �������� ଑� ������� ଑� �������

,QGLUHFW�ODERU� � ������� � ������� � �������

,QGLUHFW�PDWHULDOV�XVHG� � ������� � ������� � �������

5HSDLUV�DQG�PDLQWHQDQFH� � ������� � ������� � ������

,QVXUDQFH� � ������� � ������ � ������

8WLOLWLHV� � ������ � ������� � �������

2XWVLGH�VHUYLFHV� � ������ � ������ � ������

6XSSOLHV� � ������ � ������� � �������

:DUHKRXVLQJ�FRVW� � ������ � ������ � ������

)XHO�DQG�RLO� � ���� � ���� � ����

7D[HV�DQG�OLFHQVHV� � ���� � ���� � ����

2WKHUV� � �� � ���� � ��

� � � � � � �

7RWDO� ଑� �������� ଑� �������� � ��������
�
�
� �

� � ����� � ����� � �����
&RVW�RI�VHUYLFHV�� � � � � � �
0DWHULDOV�XVHG� ଑� ������� ଑� ������� ଑� �������
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� � ������� � ������� � �������
,QGLUHFW�ODERU� � ������� � ������� � ������
6DODULHV��ZDJHV�DQG�EHQHILWV� � ������ � ������� � ������
8WLOLWLHV� � ������ � ������ � ������
6XSSOLHV� � ������ � ������ � ������
,QVXUDQFH� � ������ � ������ � ������
2XWVLGH�VHUYLFHV� � ������ � ������ � ������
:DUHKRXVLQJ�FRVW� � ���� � ������ � ������
)XHO�DQG�RLO� � ���� � ���� � ���
7D[HV�DQG�OLFHQVHV� � ��� � ���� � ���
5HQW� � �� � �� � ���
2WKHUV� � ���� � ���� � ��
� � � � � � �
7RWDO� ଑� ������� ଑� �������� ଑� �������
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127(����±�23(5$7,1*�(;3(16(6�
�
7KLV�DFFRXQW�FRQVLVWV�RI�WKH�IROORZLQJ��
�

� � ����� � ����� � �����
� � � � � � �

'HSUHFLDWLRQ� ଑� ������� ଑� ������� ଑� ������
6DODULHV��ZDJHV�DQG�HPSOR\HH�EHQHILWV� � ������� � ������� � �������
'HOLYHU\�H[SHQVH� � ������� � ������� � �������
8WLOLWLHV� � ������� � ������� � ������
,QVXUDQFH��WD[HV�DQG�OLFHQVHV� � ������� � ������� � �������
3URIHVVLRQDO�IHHV��RXWVLGH�VHUYLFHV�
��������DQG�OHJDO�IHHV� � �������

�
�������

�
�������

5HSUHVHQWDWLRQ�DQG�HQWHUWDLQPHQW� � ������� � ������ � ������
7UDQVSRUWDWLRQ�DQG�WUDYHO� � ������ � ������ � ����
2IILFH�DQG�&RPSXWHU�VXSSOLHV� � ������ � ������ � ��
5HSDLUV�DQG�PDLQWHQDQFH� � ������ � ������ � �������
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LQFRPH�QRW� H[FHHGLQJ�3��PLOOLRQ�DQG�ZLWK� WRWDO� DVVHWV�QRW�H[FHHGLQJ�3����PLOOLRQ��$OO� RWKHU�
GRPHVWLF�FRUSRUDWLRQV�DQG�UHVLGHQW� IRUHLJQ�FRUSRUDWLRQV�ZLOO�EH�VXEMHFWHG�WR�����LQFRPH�WD[��
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UHWLUHPHQW�DJH�ZLWK�DW� OHDVW���\HDUV�RI�VHUYLFH��FDQ�DYDLO�RI�HDUO\�UHWLUHPHQW��(PSOR\HHV�FRYHUHG�KDYH�D�YHVWHG�
ULJKW�WR�D�FHUWDLQ�SHUFHQWDJH�RI�UHWLUHPHQW�EHQHILWV�DIWHU�FRPSOHWLRQ�RI�DW�OHDVW���\HDUV�RI�VHUYLFH��
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8QGHU�WKH�H[LVWLQJ�UHJXODWRU\�IUDPHZRUN��5HSXEOLF�$FW������UHTXLUHV�D�SURYLVLRQ�IRU�UHWLUHPHQW�SD\�WR�TXDOLILHG�
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V�GLVFUHWLRQ��
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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� ଑� ������� ଑� �������
$GGLWLRQV� � � � �������
,QWHUHVW�H[SHQVH�RQ�OHDVH�OLDELOLWLHV� � ������ � ������
&KDQJHV�IURP�ILQDQFLQJ�FDVK�IORZV�� � � � ��
���3D\PHQW�RI�SULQFLSDO� � �������� � ���������
���3D\PHQW�RI�LQWHUHVW� � �������� � ��������
� � � � �
(QGLQJ�EDODQFHV� ଑� ������� ଑� �������

�



�

7KH�IROORZLQJ�WDEOH�VHWV�RXW�D�PDWXULW\�DQDO\VLV�RI�OHDVH�SD\PHQWV��VKRZLQJ�XQGLVFRXQWHG�DQG�GLVFRXQWHG�OHDVH�
SD\PHQWV�WR�EH�UHFHLYHG�DIWHU�WKH�UHSRUWLQJ�GDWH��
�

� � �����

3DUWLFXODUV� � 0LQLPXP�
OHDVH�SD\DEOH� � ,QWHUHVW� � 3UHVHQW�YDOXH�

RI�0/3�
� � � � � � �
:LWKLQ�RQH�\HDU� ଑� ������� ଑� ������ ଑� ������
%HWZHHQ�RQH�WR�ILYH�\HDUV� � ������� � ������ � �������
0RUH�WKDQ�ILYH�\HDUV� � �� � �� � ��
� � � � � � �
(QGLQJ�EDODQFHV� ଑� ������� ଑� ������ ଑� �������

�
� � �����

3DUWLFXODUV� � 0LQLPXP�
OHDVH�SD\DEOH� � ,QWHUHVW� � 3UHVHQW�YDOXH�

RI�0/3�
� � � � � � �
:LWKLQ�RQH�\HDU� ଑� ������ ଑� ������ ଑� ������
%HWZHHQ�RQH�WR�ILYH�\HDUV� � ������� � ������ � �������
0RUH�WKDQ�ILYH�\HDUV� � ������ � ��� � ������
� � � � � � �
(QGLQJ�EDODQFHV� ଑� ������� ଑� ������ ଑� �������

�
$PRXQWV�UHFRJQL]HG�LQ�SURILW�RU�ORVV�DUH�DV�IROORZV��
�

3DUWLFXODUV� � ����� � �����
� � � � �
,QWHUHVW�RQ�OHDVH�OLDELOLWLHV� ଑� ������ ଑� ������
'HSUHFLDWLRQ�RQ�528�DVVHWV� � ������� � �������
� � � � �
7RWDO� ଑� ������� ଑� �������

�
7RWDO�FDVK�RXWIORZV�IRU�OHDVHV�DPRXQWHG�WR�଑������DQG�଑�������LQ������DQG�������UHVSHFWLYHO\���
�
$VVHW�6DOH�$JUHHPHQW�

�
,Q�0D\������DQG�$XJXVW�������6&3&��603&�DQG�FHUWDLQ�DIILOLDWHV�H[HFXWHG�$VVHW�6DOH�$JUHHPHQW��$6$��ZLWK�
'3,��ZKLFK�ZDV�DPHQGHG�LQ�'HFHPEHU�������7KH�DVVHW�VDOH�DJUHHPHQW�FRYHUHG�WKH�SXUFKDVH�RI�SDUFHOV�RI�ODQG��
PDFKLQHU\�DQG�HTXLSPHQW��PRWRU�YHKLFOHV��RWKHU�DVVHWV�DQG�VKDUHG�DVVHWV�XVHG�LQ�WKH�6WDQILOFR�3ODQWV�DQG�'ROHILO�
%R[�DQG�3ULQWLQJ�3ODQWV��,Q�WKH�DJUHHPHQW��7KH�6&3&�ZLOO�DFTXLUH�6WDQILOFR�%R[�3ODQW�DQG�6WDQILOFR�PDFKLQHU\�
DQG�HTXLSPHQW��603&�ZLOO�HQWHU�LQWR�ORQJ�WHUP�VXSSO\�DJUHHPHQW�ZLWK�'3,��DQG�RWKHU�DIILOLDWHV�ZLOO�DFTXLUH�RWKHU�
WDUJHW�DVVHWV�OLVWHG�LQ�6FKHGXOH���RI�WKH�$6$��

�
7KH�6&3&�KDV�FRPPLWWHG�WR�SXUFKDVH�WKH�DOORFDWHG�WDUJHW�DVVHWV�ZLWK�WRWDO�SXUFKDVH�SULFH�RI�86'������������$V�
DW�1RYHPEHU�����������WKH�6&3&�KDV�FRPSOHWHG�WKH�SXUFKDVH�RI�EXLOGLQJV�DQG�LPSURYHPHQWV��DQG�PDFKLQHULHV�
DQG�HTXLSPHQW�DPRXQWLQJ�WR�3��������PLOOLRQ��LQFOXVLYH�RI�WD[HV���

�
/RQJ�WHUP�6XSSO\�$JUHHPHQW�

�
,Q�$XJXVW�������WKH�&RPSDQ\�H[HFXWHG�$VVHW�6DOH�$JUHHPHQW�ZLWK�'ROH�3KLOLSSLQHV��,QF���GRLQJ�EXVLQHVV�XQGHU�
WKH�QDPH�DQG�VW\OH�RI�DPRQJ�RWKHU��'ROH�3KLOLSSLQHV�DQG�'ROH�6WDQILOFR���'3,���ZKLFK�ZDV�DPHQGHG�LQ�'HFHPEHU�
������7KH�DVVHW�VDOH�DJUHHPHQW�FRYHUHG�SDUFHOV�RI�ODQG��PDFKLQHU\�DQG�HTXLSPHQW��PRWRU�YHKLFOHV��RWKHU�DVVHWV�
DQG�VKDUHG�DVVHWV�XVHG�LQ�WKH�6WDQILOFR�3ODQWV�DQG�'ROHILO�%R[�DQG�3ULQWLQJ�3ODQWV��,Q�WKH�DJUHHPHQW��WKH�DVVHWV�
ZLOO�EH�DFTXLUHG�E\�6&3&�DQG�RWKHU�DIILOLDWHV�ZKLOH�WKH�&RPSDQ\�ZLOO�HQWHU�LQWR�ORQJ�WHUP�VXSSO\�DJUHHPHQW�ZLWK�
'3,��
�
,Q�-DQXDU\�������LQ�UHODWLRQ�WR�WKH�$VVHW�6DOH�$JUHHPHQW��WKH�&RPSDQ\�HQWHUHG�LQWR�D�ORQJ�WHUP�VXSSO\�DJUHHPHQW�
ZLWK�'3,�WR�VXSSO\�ER[HV��SDFNDJLQJ�PDWHULDOV��LQFOXGLQJ�SDUWV�WKHUHRI�VXFK�DV�FDUWRQV��GLYLGHUV��SRGV��OLGV��MRLQWV��



�

ZDOOV�� VORWV��SDQHOV�� ODEHOV�DQG�RWKHU�SULQWHG�PDWHULDOV��PDGH�RI�SDSHU��NUDIW��FRUUXJDWHG�ER[HV�DQG�RWKHU�SDSHU�
UHODWHG�SURGXFWV��7KH�ORQJ�WHUP�VXSSO\�DJUHHPHQW�KDV�D�WHUP�RI�QLQH�\HDUV�DQG�VL[�PRQWKV�EHJLQQLQJ�IURP�$XJXVW�
���������XQWLO�)HEUXDU\�����������7KH�DJUHHPHQW�FDQ�EH�UHQHZHG�VXEMHFW�WR�GLVFXVVLRQ�RI�WKH�SDUWLHV��
�
7KH�WUDQVLWLRQ�LQLWLDWHG�RQ�)HEUXDU\�����������WDNLQJ�RYHU�RSHUDWLRQV�XQGHU�D�WROOLQJ�DUUDQJHPHQW�IRU�VL[�PRQWKV��
7KLV�SHULRG�ZDV�H[WHQGHG�WR�DLG�'3,�LQ�GHSOHWLQJ�LWV�VXEVWDQWLDO�LQYHQWRU\�RI�SDSHU�UROOV��'HVSLWH�WKH�H[WHQVLRQ��
'3,�FRQWLQXHG�WR�KROG�D�FRQVLGHUDEOH�LQYHQWRU\��OHDGLQJ�WR�DQ�DJUHHPHQW�ZLWK�WKH�&RPSDQ\�WR�IXUWKHU�H[WHQG�WKH�
WROOLQJ� DUUDQJHPHQW� XQWLO� GHSOHWLRQ� RU� UHDFKLQJ� DQ� DFFHSWDEOH� LQYHQWRU\� OHYHO�� DOEHLW� ZLWK� OLTXLGDWLRQ� IHHV�
FRQVLGHUDWLRQV��







 

 

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 

  



 

 

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 

SCHEDULE A - FINANCIAL ASSETS 

DECEMBER 31, 2023 

 

Name of Issuing Entity Number of Shares 

Amount Shown in the 
December 31, 2023 Consolidated 
Statements of Financial Position 

Income Received 
and Accrued 

ABOITIZ POWER CORP. 360,000 P13,573,000 P84,150 

AYALA CORPORATION 47,000 34,075,000 38,060 

AYALA LAND, INC. 200,000 6,960,000 44,620 

BELLE CORPORATION 250,000 292,500 15,000 

CHINA BANKING CORPORATION 50,000 1,542,500 95,000 

CITICORE ENERGY REIT CORP 200,000 514,000 38,200 

DDMP REIT INC. 900,000 1,097,000 90,719 

DMCI HOLDINGS, INC. 1,500,000 15,000,000 1,797,840 

DOUBLEDRAGON PROPERTIES CORP. 100,000 817,000 26,240 

EAST WEST BANKING CORP. 10,000 85,000 4,100 

MANILA ELECTRIC CO. 26,216 10,460,184 512,470 

MANILA WATER CORPORATION, INC 1,177,000 21,878,120 694,518 

METRO PACIFIC INV. CORP. 1,500,000 7,770,000 1,463,501 

PHINMA CORPORATION 120,500 2,458,200 101,325 

PLDT INC. 1,100 1,409,400 118,800 

PREMIUM LEISURE CORP. 1,380,000 910,800 69,331 

RIZAL COMMERCIAL BANKING CORP. 13,800 317,400 14,904 

ROCKWELL LAND CORP 45,700 64,437 0 

SYNERGY GRID & DEV. PHIL INC 1,135,000 7,401,700 310,827 

SM PRIME HOLDINGS, INC. 100,000 3,370,000 0 

UNIONBANK OF THE PHILIPPINES 110,396 5,232,770 30,860 

    P135,229,011        P5,550,465 

 



 

 

 
 

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
SCHEDULE B - AMOUNTS RECEIVABLES FROM DIRECTORS OFFICERS, EMPLOYEES, RELATED PARTIES AND PRINCIPAL 

STOCKHOLDERS (OTHER THAN RELATED PARTIES) 
DECEMBER 31, 2023 

(Amounts in Thousands) 
 

December 31, 2023 
             

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  P122  P-  P-  P122  P-  P122 
Other related parties of SCPC  92,394  (91,571  -  823  -  823 
Other related parties of SMPC  50,688  120,827  -  171,515  -  171,515 
  P143,204  P29,256  P-  172,460  P-  172,460 

  

 

 

  



 

 

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
SCHEDULE C - AMOUNTS RECEIVABLE FROM RELATED PARTIES WHICH ARE ELIMINATED DURING CONSOLIDATION OF 

FINANCIAL STATEMENTS 
DECEMBER 31, 2023 

(Amounts in Thousands) 
   

December 31, 2023 
               

Name and designation of 
Debtor 

 
Beginning 

Balance  
Additions 

(Collections) 

 
Assignment / 
Condonation 

 
Written 

Off 

 

Current 

 
Non-

current 

 Balance at 
end of 
period 

Trade receivables 
SCPC 

 
P196,524  P90,437 

 
P- 

 
P- 

 
P286,961 

 
P- 

 
P286,961 

Amounts owed by related 
party 
SCPC 

 

103,073  18,819 

 

- 

 

- 

 

121,892 

 

- 

 

121,892 
SMPC  24,250  (12,125)  -  -  12,125  -  12,125 
               
  P323,847  P97,131  P-  P-  P420,978  P-  P420,978 

  

 

  



 

 

 
STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 

SCHEDULE D - LONG-TERM DEBT 
DECEMBER 31, 2023 
(Amount in thousands) 

      

December 31, 2023      

Title of issue 

 
Amount authorized by 

indenture 

 Amount shown under 
FDSWLRQ�³&XUUHQW�SRUWLRQ�RI�

long term debt 

Amount shown under caption 
³/RQJ�WHUP�GHEW´�LQ�UHODWHG�

balance sheet 
         
Loans payable      
     Omnibus Loan and Security  
     Agreement (OLSA) 

 
P1,410,365  P942,134 P468,231 

 
 
 
  



 

 

STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES 
SCHEDULE E - INDEBTEDNESS TO RELATED PARTIES (LONG-TERM LOANS FROM RELATED PARTIES) 

DECEMBER 31, 2023 
(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 

DECEMBER 31, 2023 

 

DECEMBER 31, 2023 
 
    

     
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 

DECEMBER 31, 2023 
     
     

DECEMBER 31, 2023    
    

  
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 - 1,131,322,398 7 287,489,595 

 



 

 

 
 
 
 
 

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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2023 Separate Audited Financial Statements of Steniel 
Manufacturing Corporation 
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C O R P O R A T I O N
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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 , P H I L I P P I N E S
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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

No. of Stockholders Annual Meeting (Month / Day) Fiscal Year (Month / Day)

3,624 Any Day in May December 31

N/A 8361-9061 N/A

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

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

          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

0918-911-09198361-9061elizamacuray@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.  
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-                 -                 

ASSETS Note 2023 2022

CURRENT ASSETS
Cash in banks 5 16,224           5,632             
Receivables 6 122                122                
Due from related parties 14 12,125           24,250           
Prepaid expenses and other current assets, net 7 21                  46,685           

Total Current Assets 28,492           76,689           

NON-CURRENT ASSETS
Investment in subsidiaries 8 457,820         457,820         
Property and equipment, net 9 -                     91                  
Investment in equity securities 10 62,017           20,762           

Total Non-Current Assets 519,837         478,673         

TOTAL ASSETS 548,329         555,362         

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Trade and other current liabilities 11 8,070             8,698             
Due to related parties 15 127,148         119,940         
Short-term borrowings 12 -                     190,000         
Income tax payable 3,210             -                     

Total Current Liabilities 138,428         318,638         

EQUITY 13
Capital stock 1,418,812      1,418,812      
Additional paid-in capital 408,423         408,423         
Deficit (1,422,906)     (1,586,811)     
Cumulative net unrealized loss in  equity instruments 10 5,572             (3,700)            

Total Equity 409,901         236,724         

TOTAL LIABILITIES AND EQUITY 548,329         555,362         

See Notes to Separate Financial Statements

STENIEL MANUFACTURING CORPORATION

SEPARATE STATEMENTS OF FINANCIAL POSITION

(In Philippine Peso)

(With Comparative Figures as of December 31, 2022)

December 31

(Amounts in Thousands)



For the Years Ended December 31, Note 2023 2022

OTHER INCOME 16 221,431         25,607           

OPERATING EXPENSES 15 10,301           6,441             

INCOME BEFORE INCOME TAX 211,130         19,166           

INCOME TAX EXPENSE 17 52,514           740                

NET INCOME 158,616         18,426           

OTHER COMPREHENSIVE INCOME
    Net tax for the period 10 14,560           1,318             

TOTAL COMPREHENSIVE INCOME 144,056         17,108           

BASIC AND DILUTED EARNINGS PER SHARE 13 0.11179         0.01299         

See Notes to Separate Financial Statements

STENIEL MANUFACTURING CORPORATION

SEPARATE STATEMENTS OF COMPREHENSIVE INCOME

(In Philippine Peso)

(With Comparative Figures for the year ended December 31, 2022)
(Amounts in Thousands)



For the Years Ended December 31, Note 2023 2022

CAPITAL STOCK
Balance at beginning and end of year 13 1,418,812      1,418,812      

ADDITIONAL PAID-IN CAPITAL
Balance at beginning and end of year 13 408,423         408,423         

DEFICIT
Balance at beginning of year 1,586,811      1,605,237      
Transfer of fair value reserve of

equity instruments designated at FVOCI 10 5,288             -                     
Net income for the year 158,616         (18,427)          

Balance at end of year 1,422,906      1,586,810      

CUMULATIVE NET UNREALIZED GAIN(LOSS)
IN EQUITY INSTRUMENTS
Balance at beginning of year (3,700)            (2,383)            
Change in fair value of investments in equity instruments 10 14,560           -                     
Transfer of fair value reserve of

equity instruments designated at FVOCI 10 (5,288)            (1,317)            

Balance at end of year 5,572             (3,700)            

TOTAL EQUITY 409,901         236,725         

See Notes to Separate Financial Statements -                 (1)                   

(In Philippine Peso)

(With Comparative Figures as of December 31, 2022)
(Amounts in Thousands)

STENIEL MANUFACTURING CORPORATION

SEPARATE STATEMENTS OF CHANGES IN EQUITY



For the Years Ended December 31, Note 2023 2022

CASH FLOWS FROM OPERATING ACTIVITIES
Income before tax 211,130         19,166           
Adjustment for:

Depreciation 9 91                  2,752             
Gain on acquisition 12 (65,435)          -                     
Gain on disposal of investment 12 (117,295)        -                     
Dividend income 10 (1,195)            (602)               
Interest income 16 (5)                   (5)                   

Operating income before changes in working capital 27,291           21,311           
Decrease (increase) in:

Due from related parties 12,125           (24,250)          
Prepayments and other assets, net (2,639)            514                

Increase (decrease) in: -                     -                     
Trade and other payables (628)               (520)               
Due to related parties (63)                 (1,501)            

Cash generated from (used for) operations 36,086           (4,446)            
Dividends received 10 1,195             602                
Interest received 5 5                    5                    

Net Cash from Operating Activities 37,286           (3,839)            

CASH FLOWS FROM INVESTING ACTIVITIES
Investment in equity securities

Placements 10, 12 (55,490)          (8,695)            
Proceeds from disposal 10, 12 28,796           -                     

Net Cash from Investing Activities (26,694)          (8,695)            

NET INCREASE IN CASH 10,592           (12,534)          

CASH, BEGINNING 5 5,632             18,166           

CASH, END 5 16,224           5,632             

See Notes to Separate Financial Statements

STENIEL MANUFACTURING CORPORATION

SEPARATE STATEMENTS OF CASHFLOWS

(In Philippine Peso)

(With Comparative Figures as of December 31, 2022)
(Amounts in Thousands)



STENIEL MANUFACTURING CORPORATION 
 

NOTES TO THE SEPARATE FINANCIAL STATEMENTS 
December 31, 2023, and 2022 

(Amounts in Thousands, Unless Otherwise Indicated) 
(With Comparative Figures as of December 31, 2022) 

 
 
NOTE 1 ± GENERAL INFORMATION 
 
STENIEL MANUFACTURING CORPORATION, (STN or the "Company") was incorporated and registered 
with the Philippine Securities and Exchange Commission (SEC) on September 13, 1963 primarily to engage 
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. The Company's shares of stocks are listed for trading at 
the Philippine Stock Exchange Inc. (PSE). Its secondary purpose includes to do and perform all acts and things 
necessary, including the exercise of powers, authorities and attributes conferred upon corporations organized 
under the laws of the Republic of the Philippines in general and upon domestic corporations of like in particular. 
 
On September 11, 2013, the SEC approved the Amended Articles of Incorporation (AO!) of the Company, 
extending the corporate life for another 50 years from September 13, 2013. Pursuant to the Revised Corporation 
Code of the Philippines, which took effect in February 2019, the Company shall have a perpetual existence 
because the Company did not elect to retain its specific corporate term under its AOI. 
 
Following a decision made by the Board of Directors (BOD) in 1996 to reorganize the Company and its 
subsidiaries, the Company ceased manufacturing operations in June 1997 due to continuing business losses. As 
a result, reorganization of the Company was carried out and completed with the Company's principal activity 
now limited to holding of investments. 
 
The ultimate parent of the Company is Steniel (Netherlands) Holdings B.V. (SNHBV), incorporated in 
Amsterdam and the registered owner of 82.2715% of the shares of the Parent Company prior to restructuring 
of the loan in 2019. The remaining 17.7284% of the shares are widely held. 
 
Consequent to the restructuring of the loan in 2010, remaining unissued capital stock of the Company totaling 
123,818,000 shares were issued to Roxburgh Investment Limited (Roxburgh) to reduce the Company's 
outstanding debts (Notes 12 and 13). The issuance of shares resulted to recognition of additional paid-in capital. 
As a result, Roxburgh owns 12.3818% of the 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 the 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 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 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 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 Company, for a 



consideration of P64.99 million or P0.10 per share, broken down as follows: 
 

Buyer  No. 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% 

 
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 Steniel were tendered during the Tender Offer Period, which comprise 
approximately 1.18% of the total issued and outstanding shares of the Corporation. SNHBV owns 5% ownership 
with the Company after registration of the sale and tender offer. As at December 31, 2022 and 2021, STN is the 
ultimate parent company following the completion of the Tender Offer. 
 
The Company's registered address and principal office is located at Gateway Business Park, Brgy. Javalera, 
General Trias, Cavite. 
 
1.1 Debt restructuring 
 
Due to the working capital drain experienced by the Company as a result of prior debt service payments and the 
difficult business and economic conditions during the period, the Company found it difficult to sustain further 
payments of debt while at the same time ensuring continued operations. The 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 Company has 
defaulted in 2006. On October 15, 2010, the Company and the current creditors/lenders signed the Amended and 
Restated Omnibus Agreement (Amended Agreement). The restructuring of the loan finally resolved the default 
situation. The essential elements of the Amended Agreement are summarized below: 
 

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

 
x Conditional waiver of penalty and other charges upon the faithful performance by the Company of the terms 

of restructuring. 
 

x 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 the Company's land-holding entity, 
Steniel Land Corporation (SLC), 

b) identified idle assets of STN and its subsidiaries, and  
c) by way of conversion into equity through the issuance of the Company's unissued capital stock. 

 
x 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. 
 

x 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 restructuring. 
 

x Restructured outstanding principal will be subject to interest of 6% per annum for 15 years and 8% per annum 
on the 16th year onwards. 
 

x The restructured accrued interest expense prior to loan restructuring will be subject to interest 8% per annum. 
 

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

x All taxes and fees, including documentary stamp taxes and registration fees, shall be for the account of the 
Company. 
 

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

x 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 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) Creditor's consent for change in material ownership in the Company and mortgagors. 
g) Standard covenants, representations and warranties. 

 
1.2 Dacion en pago and equity conversion 
 
The dacion en pago relating to the Company's idle machineries and spare parts and the equity conversion through the 
issuance of the 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 ଑248 million. 
 
The dacion en pago relating to the Company's shares in SLC and a subsidiary's land and land improvements and 
building and building improvements has a total value of ଑290.00 million. In 2012, certain certificates authorizing 
registration were issued and reduced the total value from P290.00 million to ଑289.88 million. The remaining 
assignment of shares is still for finalization with buyers to meet the regulatory requirements on transfer of assets as at 
reporting date and this is expected to be completed in 2022 after the issuance of Certificate Authorizing Registration 
(CAR) by the BIR. The change in ownership and management in early 2012 and the issuance of CAR generally caused 
the delay in the implementation of the dacion en pago. 
 
In July 2019, the BOD and Stockholders of the Company approved the conversion of loans into common shares of 
the Company. Consequently, principal payments on long-term debt was suspended beginning July 2019. On December 
29, 2020, the Company issued shares to the lenders effecting the debt-to-equity conversion following the SEC approval 
of the Company's increase in authorized capital stock on the same day (Notes 12 and 13). The outstanding balance of 
the borrowings were reduced by ଑149.56 million as a result of the debt-to-equity conversion. In September 2023, the 
dacion en pago was completed and the balance of borrowing was fully settled. (Note 12) 
 
1.3 Restructuring of subsidiaries 
 
In 2011, following the provisions in the Amended Agreement, the Company filed a merger application with the SEC 
to absorb Treasure Packaging Corporation (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, Steniel Cavite Packaging Corporation (SCPC), a subsidiary, 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 had occurred at the beginning of 2010. 

 
The Company also had a 39.71% direct and indirect (through SCPC & TPC) interest in SLC. In 2010, all of the 
ownership interest of TPC and STN were assigned to Greenkraft (Note 8), and the remaining interest of SCPC in SLC 
is 29.21%. 
  
As at December 31, 2023 and 2022, Greenkraft holds 70.77% interest in SLC, while the remaining interest of SCPC 
is 29.21%. 
 
1.4 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 Company as a result of difficult economic and 
business conditions, the Company requested reconsideration to defer the implementation of the loan agreement from 
the creditors which was acted favorably. The Company 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 waived interest charges 
annually until January 1, 2019. Consequent to the BOD approval of the conversion of debt to common shares of the 
Company in 2019, the principal repayment was suspended beginning July 2019 and the interest on the remaining 
principal balance was waived. 
 
1.5 Status of operations 
 
The Company has temporarily ceased its principal operations and has incurred recurring losses in prior years resulting 
to a deficit of ଑1,422.91 million and ଑1,586.80 million as at December 31, 2023 and 2022, respectively. These 
conditions, among others, indicate the existence of material uncertainty which may cast significant doubt about the 
Company's ability to continue as a going concern. 
 
To address such going concern matter, 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 Corporation and Roxburgh Investments Limited 
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 ଑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 12 and 13). 
 
On December 29, 2020, upon the SEC's approval of the Company's increase in authorized capital stock, the 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 Company also issued shares to the shareholders of SMPC effecting the 
share swap transaction. The realization of these transactions resolved the capital deficiency position of the Company 
as at December 31, 2020. 
 
Based on the foregoing, the separate financial statements have been prepared on a going concern basis, which assumes 



that the Company will continue in existence. 
 
NOTE 2 ± BASIS OF PREPARATION AND PRESENTATION OF FINANCIAL STATEMENTS 
 
2.1 Statement of Compliance 
 
The separate financial statements have been prepared in compliance with Philippine Financial Reporting 
Standards (PFRS). PFRS which is issued by the Financial and Sustainability Reporting Standards Council 
(FSRSC) are based on International Financial Reporting Standards (IFRS) issued by the International 
Accounting Standards Board (IASB). PFRS consist of PFRS, Philippine Accounting Standards (PAS), and 
Philippine Interpretations. 
 
Approval of separate financial statements 
The separate financial statements as at and for the year ended December 31, 2023 and 2022 were approved and 
authorized for issuance by the BOD on April 15, 2024. 
 
2.2 Basis of Measurement 
 
The separate financial statements of the Company have been prepared on a historical cost basis of accounting 
except for investment in equity securities which are carried at fair value. 
 
2.3 Functional and Presentation Currency 
 
The separate financial statements are presented in Philippine peso, which is also the Company's functional 
currency. All financial information expressed in Philippine peso is rounded off to the nearest thousand peso, 
except when otherwise indicated. 
 
 
NOTE 3 ± SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The accounting policies set out below have been applied consistently to all periods presented in the separate financial 
statements. 
 
3.1 Adoption of new and amendments to standards 

 
Effective beginning on or after January 1, 2023 
 
Disclosure of Accounting Policies (Amendments to PAS 1, Presentation of Financial Statements). These amendments 
help entities provide useful accounting policy disclosures by: requiring entities to disclose their material accounting 
policies instead of their significant accounting policies; clarifying that accounting policies related to immaterial 
transactions, other events or conditions are themselves immaterial and do not need to be disclosed; and clarifying that 
not all accounting policies relating to material transactions, other events or conditions are themselves material. 
 
Definition of Accounting Estimates (Amendments to PAS 8, Accounting Policies, Changes in Accounting Estimates 
and Errors) clarifies how entities distinguish changes in accounting policies from changes in accounting estimates, 
with a primary focus on the definition and guidance on accounting estimates. The distinction between the two is 
important because changes in accounting policies are applied retrospectively, whereas changes in accounting estimates 
are applied prospectively. The amendments clarify that accounting estimates are monetary amounts in the financial 
statements subject to measurement uncertainty. The amendments also clarify the relationship between accounting 
policies and accounting estimates by specifying that an entity develops an accounting estimate to achieve the objective 
set out by an accounting policy. 
 
Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to PAS 12, Income 
Taxes), clarifies how entities account for deferred taxes on certain transactions, such as leases and decommissioning 
obligations, with a focus on reducing diversity in practice. The amendments narrow the scope of the initial recognition 



exemption so entities will need to recognize a deferred tax asset and a deferred tax liability arising from transactions 
that give rise to equal and offsetting temporary differences. 
 
PFRS 17 ± Insurance Contract establishes the principles for the recognition, measurement, presentation and disclosure 
of insurance contracts within the scope of the standard. The objective of PFRS 17 is to ensure that an entity provides 
relevant information that faithfully represents those contracts. This information gives a basis for users of financial 
statements to assess the effect that insurance contracts have on the entity's financial position, financial performance, 
and cash flows. 
 
The amendments do not have material impact on the separate financial statements. 
 
3.2 New and amended standards not yet adopted 
 
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 PFRS 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 Company is still assessing the impact of the preceding amendments to the separate financial statements. 
 
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 Company is still assessing the impact of the preceding amendment to the separate financial statements. 
 
3.3 Current versus noncurrent classification 
 
The Company presents assets and liabilities in the separate statements of financial position based on current and 
noncurrent classification. An asset is current when it is: (a) expected to be realized or intended to be sold or consumed 
in the normal operating cycle; (b) held primarily for the purpose of trading; (c) expected to be realized within 12 
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 12 months after the reporting period. 
 
A liability is current when: (a) it is expected to be settled in the normal operating cycle; (b) it is held primarily for 
trading; (c) it is due to be settled within 12 months after the reporting period; or (d) there is no unconditional right to 
defer the settlement of the liability for at least 12 months after the reporting period. 
The Company classifies all other assets and liabilities as noncurrent. Deferred tax assets and liabilities are classified 
as noncurrent. 
  
3.4 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. 
 
The Company recognizes a financial asset or a financial liability in the separate statements of financial position when 
it becomes a party to the contractual provisions of the instrument. 
 
A financial asset (unless a receivable without significant financing 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. 
 
3.5 Financial assets 
 
The Company classifies its 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 Company for managing the financial assets. 
 
Subsequent to initial recognition, financial assets are not reclassified unless the Company 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 Company 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 Company 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 
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 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 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 sales activity. 
  
The Company 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 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 Company 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 Company'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 amount 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. 
 
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 as at FVPL: 
 

� it is held within a business model with the objective of holding financial 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. 
 
The Company's cash in banks, receivables, and due from related parties are included under this category. 
 
Cash in banks are stated at face value. 
  
Financial Assets at FVOCI. Investment in debt instruments is measured at FVOCI if it meets both of the following 
conditions and is not designated as at FVPL: 
 

� it is held within a business model whose objective is achieved by both collecting contractual cash flows and 
selling the financial assets; 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. 
 
At initial recognition of an investment in equity instrument that is not held for trading, the Company may irrevocably 
elect to present subsequent changes in the fair value in other comprehensive income. This election is made on an 
instrument-by- instrument basis. 
 
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 debt instruments are recognized in profit or loss. When investment in debt instruments at FVOCI is 
derecognized, the related accumulated gains or losses previously reported in the separate 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 profit or loss 
when the right to receive the payment has been established, unless the dividend clearly represents a recovery of the 
part of the cost of the investment. When investment in equity instruments at FVOCI is derecognized, the related 
accumulated gains or losses previously reported in the separate statements of changes in equity are never reclassified 
to profit or loss. 
 
The Company's investments in equity instruments are classified under this category. 
 
3.6 Financial liabilities 
 
The Company classifies its financial liabilities, at initial recognition, in the following categories: financial liabilities 
at FVPL and other financial liabilities. The Company determines the classification of its 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 December 31, 2023 and 2022, the Company 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 of the liability. The effective interest 
rate amortization is included in "Interest expense" account in the separate statements of comprehensive income. Gains 
and losses are recognized in the separate 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 and 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 separate statements of comprehensive income. 
  
The Company's trade payables and other current liabilities, due to related parties and borrowings are included under 
this category. 
 
3.7 Derecognition of financial assets and financial liabilities 
 
Financial Assets. A financial asset (or, where applicable, a part of a financial asset or part of a Company of similar 
financial assets) is primarily derecognized when: 

 
� the rights to receive cash flows from the asset have expired; or 
� the Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay 

them in full without material delay to a third party under a "pass-through" 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 Company 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 
Company continues to recognize the transferred asset to the extent of the Company's continuing involvement. In that 
case, the Company also recognizes the associated liability. The transferred asset and the associated liability are 
measured on the basis that reflects the rights and obligations that the Company 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 Company 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 separate statements of comprehensive income. 
 
3.8 Impairment of financial assets 
 
The Company recognizes allowance for expected credit loss (ECL) on financial assets at amortized cost. ECLs are 
probability-weighted estimates of credit losses. Credit losses are measured as the present value of all cash shortfalls 
(i.e., the difference between the cash flows due to the Company in accordance with the contract and the cash flows 
that the Company expects to receive), discounted at the effective interest rate of the financial asset, and reflects 
reasonable and supportable information that is available without undue cost or effort about past events, current 
conditions and forecasts of future economic conditions. 



 
The Company recognizes an allowance for impairment based on either 12-month or lifetime ECLs, depending on 
whether there has been a significant increase in credit risk since initial recognition. 
  
When determining whether the credit risk of a financial asset has increased significantly since initial recognition and 
when estimating ECLs, the Company considers reasonable and supportable information that is relevant and available 
without undue cost or effort. This includes both quantitative and qualitative information and analysis, based on the 
Company's historical experience and informed credit assessment and including forward-looking information. 
 
The Company recognizes lifetime ECLs for receivables that do not contain significant financing component. The 
Company uses provision matrix that is based on the Company's historical credit loss experience, adjusted for forward-
looking factors specific to the borrowers and the economic environment. 
 
At each reporting date, the Company assesses whether these financial assets at amortized cost are credit-impaired. A 
financial asset is credit-impaired when one or more events that have a detrimental impact on the estimated future cash 
flows of the financial asset have occurred. Evidence that a financial asset is credit-impaired include observable data 
about the following events: 
 

(a) significant financial difficulty of the issuer or the borrower; 
(b) a breach of contract, such as a default or past due event; 
(c) the restructuring of financial asset by the Company on terms that the Company would not consider otherwise; 
(d) it is becoming probable that the borrower will enter bankruptcy or other financial reorganization; or 
(e) the disappearance of an active market for that financial asset because of financial difficulties. 

 
The Company considers a financial asset to be in default when a counterparty fails to pay its contractual obligations, 
or there is a breach of other contractual terms, such as covenants. 
The Company directly reduces the gross carrying amount of a financial asset when there is no reasonable expectation 
of recovering the contractual cash flows on a financial asset, either partially or in full. This is generally the case when 
the Company determines that the borrower does not have assets or sources of income that could generate sufficient 
cash flows to repay the amounts subject to the write-off. However, financial assets that are written off could still be 
subject to enforcement activities in order to comply with the Company's procedures for recovery of amounts due. 
 
The ECLs on financial assets at amortized cost are recognized as allowance for impairment losses against the gross 
carrying amount of the financial asset, with the resulting impairment losses (or reversals) recognized in the separate 
statements of comprehensive income. The ECLs on investments in debt instruments at FVOCI are recognized as 
accumulated impairment losses, with the resulting impairment losses (or reversals) recognized in the separate 
statements of comprehensive income. 
 
3.9 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: 

 
� Deliver cash or another financial asset to another entity; 
 
� Exchange financial assets or financial liabilities with another entity under conditions that are potentially 

unfavorable to the Company; or 
 
� 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. 
 
If the Company 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. 
 
3.10 Offsetting financial instruments 
 
Financial assets and financial liabilities are offset and the net amount is reported in the separate 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. 
 
3.11 Prepaid expenses and other current assets 
 
This account comprises prepayments and prepaid items such as 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 tax 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 Company maintains an allowance for the amount which can 
no longer be claimed or applied against income tax due. 
 

3.12 Property and equipment 
 
Property and equipment 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. 
 
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 Company 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. 
 
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: 
 

Machinery and equipment  3 to 10 years 
Computer equipment  3 to 5 years 

 
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 separate statements of comprehensive 



income in the period of retirement and disposal. 
 
3.13 Investments in subsidiaries 
 
The Company's investments in shares of stock of subsidiaries are accounted for under the cost method as provided for 
under PAS 27, Consolidated and Separate Financial Statements. The investments are carried in the separate statements 
of financial position at cost less any impairment in value. The Company recognizes dividend from a subsidiary in the 
separate statements of comprehensive income when its right to receive the dividend is established. 
 
A subsidiary is an entity controlled by the Company. The Company controls an entity when it is exposed to, or has 
rights to, variable returns from its involvement with the entity and has the ability to affect those returns through its 
power over the entity. 
 
3.14 Impairment of non-financial assets 
 
The carrying amounts of prepaid expenses and other current assets, property and equipment and investment in 
subsidiaries, 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. 
 
3.15 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; (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 Company. 
 
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 Company 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 separate 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 separate financial statements on a recurring basis, the Company 
determines whether transfers have occurred between levels in the hierarchy by re-assessing the categorization at the 
end of each reporting period. 
 
For the purposes of fair value disclosures, the Company 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. 
  
3.16 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 Company 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 
Republic Act (A) 7641 "Philippine Retirement Law" requires the Company to pay a minimum retirement benefit to 
employees who retire after reaching the mandatory age of 65 years old or optional retirement age of 60 years old with 
at least five (5) years of service to the Company. 
 
Management determined that the present value of the obligation arising from RA 7641 is not material to the separate 
financial statements. 
 
3.17 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. 
 
3.18 Additional paid-in capital 
 
Additional paid-in capital represents the excess of consideration received over the par value of capital stock. 
 
3.19 Retained earnings (Deficit) 
 
Retained earnings (deficit) represent the accumulated net income or losses, net of any dividend distributions and other 
capital adjustments. 
 
3.20 Revenue recognition 
 
The Company 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 following specific recognition criteria must also be met before revenue is recognized: 
 
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. 
 
3.21 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 are recognized when incurred. 
  
3.22 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. 
 
3.23 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 Company 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 (MCIT) 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 deductible temporary differences, and 
the carryforward benefits of MCIT and NOLCO can be 
utilized, 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 Company 
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 separate statements of 
financial position. 
 
3.24 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. 
 
3.25 Provisions 
 
Provisions are recognized when: (a) the Company 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. 
  
3.26 Contingencies 
 
Contingent liabilities are not recognized in the separate financial statements but are disclosed in the notes to the 
separate financial statements unless the possibility of an outflow of resources embodying economic benefits is remote. 
Contingent assets are not recognized in the separate financial statements but are disclosed in the notes to the separate 
financial statements when an inflow of economic benefits is probable. 
 
3.27 Events after the reporting date 
 
Post year-end events that provide additional information about the Company's position at the reporting date (adjusting 
events) are recognized in the separate financial statements. Post year-end events that are not adjusting events are 
disclosed in the notes to the separate financial statements when material. 



 
NOTE 4 ± SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES 
 
The preparation of the separate 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 separate 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.  
 
4.1 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 separate 
financial statements: 
 
Classification of Financial Instruments. The Company 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 separate statements of financial position. 
 
The Company 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 18. 
 
Business Model. The Company 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 Company 
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 Company 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 Company's claim to cash flows from specified assets (e.g. non-recourse 

features). 
 
The Company 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, 2023 and 2022. 
 
Measurement of Fair Values 
 
A number of the Company's accounting policies and disclosures require the measurement of fair values, for 
both financial and non-financial assets and liabilities. 
 
The Company 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 Company 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 Company's financial instruments are disclosed in Note 18. 
 
4.2 Estimates and Assumptions 
 
The key estimates and assumptions used in the separate financial statements are based upon management's 
evaluation of relevant facts and circumstances as of the date of the separate financial statements. Actual results 
could differ from such estimates. 
  
Measurement of ECL on Financial Assets at Amortized Cost 
 
ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of 
all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract 
and the cash flows that the Company expects to receive). ECLs are discounted at the effective interest rate of 
the financial asset. 
 
At each reporting date, the Company assesses whether financial assets carried at amortized cost are credit-
impaired. A financial asset is "credit-impaired" when one or more events that have a detrimental impact on the 
estimated future cash flows of the financial asset have occurred. Loss allowances for financial assets measured 
at amortized cost increase recorded operating expenses and decrease current assets. 
 
The Company has assessed that the ECL on financial assets at amortized cost is not material because the 
transactions with respect to these financial assets were entered into by the Company only with reputable banks 
and companies with good credit standing and relatively low risk of defaults. Accordingly, no allowance for 
impairment losses on financial assets at amortized cost was recognized in 2022 and 2021. The carrying amounts 
of other financial assets wat amortized cost are as follows: 
  



 
  Note  2023  2022 
       
Cash in banks  5 ଑ 16,224 ଑ 5,632 
Receivables, net  6  122  122 
Due from related parties  14  12,125  24,250 
       
Total   ଑ 28,471 ଑ 30,004 

 
Estimation of useful lives of property and equipment 
 
The Company 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. 
 
The carrying amount of the Company's property and equipment amounted to nil and P0.09 million as at 
December 31, 2023 and 2022, respectively (Note 9) 
 
Impairment of nonfinancial assets 
 
PFRS requires that an impairment review be performed on prepaid expenses and other current assets, property 
and equipment and investment in subsidiaries 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 separate 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 Company, certain nonfinancial assets are to be provided with allowance for 
impairment. 
 
Allowance for impairment losses on advances to suppliers amounted to P1.84 million as at December 31, 2023 
and 2022 (Note 7). 
 
Allowance for impairment on investment in subsidiaries amounted to P1,559.43 million as at December 
31, 2023 and 2022, respectively (Note 8). 
 
No impairment loss was recognized on property and equipment as at December 31, 2023 and 2022 (Note 9). 
 
Estimation of realizability of deferred tax assets 
 
The Company 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 Company'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 have not been recognized as at December 31, 2023 and 2022 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 17). 
  
Provisions and contingencies 
 
The Company, 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 Company has not recognized any provision in 2023 and 2022. 
 
NOTE 5 ± CASH IN BANKS 
 
This account consists of cash in banks amounting to ଑16.224 million and ଑5.632 million, as at December 31, 
2023 and 2022, respectively. Cash in banks earn annual interest at the respective bank deposit rates. 
 
Interest income from cash in banks amounted to ଑0.001 million and ଑0.005 million in 2023 and 2022, 
respectively (Note 16). 
 
NOTE 6 ± RECEIVABLES 
 
This account consists of advances to employees amounting to ଑0.122 million as at December 31, 2023 and 
2022 (Notes 14 and 18). 
 
NOTE 7 ± PREPAID EXPENSES AND OTHER CURRENT ASSETS 
 
This account consists of: 
 

Particulars  2023  2022 
     
Advances to suppliers ଑ 1,863 ଑ 1,863 
Allowance for impairment loss  (1,843)  (1,843) 
     
Net  20  20 
Prepaid Taxes  -  43,679 
Input value-added taxes  -  2,986 
     
Total ଑ 20,000 ଑ 46,685 

 
The remaining balance on prepaid taxes RI�଑��.678 million as at December 31, 2022, is not considered impaired 
as this relates to excess tax payments or creditable withholding taxes which have no prescription period and the 
balances are being carried forward annually in the tax returns. 
  



 
NOTE 8 ± INVESTMENT IN SUBSIDIARIES 
 
This account consists of: 
 

Entity  2023  2022 
     

SCPC:     
Cost ଑ 1,748,000 ଑ 1,748,000 
Allowance for impairment  (1,559,430)  (1,559,430) 
     
SCPC  188,570  188,570 
SMPC  269,250  269,250 
     
Total ଑ 457,820 ଑ 457,820 

 
As of December 31, 2023 and 2022, both SCPC and SMPC are 100% owned by the Company. 
 
8.1 SCPC and TPC 
 
In 2006, the business operations of SCPC gradually slowed down. The temporary cessation of plant operations 
was approved by SCPC's BOD on March 27, 2007 in view of the continued losses incurred since its incorporation 
in addition to difficult economic and business conditions. Its operations are now limited to leasing its existing 
assets to a related party. 

In 2008, TPC temporarily ceased its operations due to continuous losses incurred. 
 
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. 
 
As at December 31, 2019, the related investment cost for SCPC has been fully provided with allowance for 
impairment losses. In 2020, the Company has reversed allowance for impairment on investment in SCPC 
amounting to ଑188,570,000 following management review of SCPC's financial position (Note 16). 
 

8.2 SMPC 
 
As at December 31, 2012, SMPC was a wholly-owned subsidiary of the Company. On December 27, 2013, 
the BOD of the Company approved the sale of its 99.99% ownership or 9,249,995 common shares in SMPC to 
various entities and individuals for a total consideration of P20,000,000 million. The sale resulted to a 
loss of ଑107,660,000 which further increased the deficit. 
 
On July 17, 2019, the BOD and Stockholders 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 Company. 
On December 29, 2020, the Company issued 269,250,000 shares to the shareholders of SMPC effecting the 
share swap transaction following the SEC approval of the Company's increase in authorized capital stock on the 
same day (Note 13). 
 
As at December 31, 2023, and 2022, SMPC is a wholly-owned subsidiary of the Company. 
  



 
NOTE 9 ± PROPERTY AND EQUIPMENT, NET 
 
The movements and balances of this account are as follows: 

 
Machinery and equipment  Note  Amount 
     
Cost   ଑ 19,279 
     
Accumulated depreciation     
January 1, 2022    16,436 
Depreciation  15  2,752 
     
December 31, 2022    19,188 
Depreciation  15  91 
     
December 31, 2023    19,279 
     
Carrying Amount     
December 31, 2022   ଑ 91 
December 31, 2023   ଑ - 

 
Certain fully depreciated property and equipment are still being used by the Company for administrative 
purposes. 
 
NOTE 10 ± INVESTMENTS IN EQUITY INSTRUMENTS 
 
This account consists of investments in shares of stock of golf and country club memberships and publicly-listed 
utility companies in which the Company does not intend to dispose in the short-term and were designated as 
financial assets at FVOCI in 2023 and 2022. 
 

These investments were measured at fair value based on quoted prices as at December 31 as follows: 
 

Particulars  2023  2022 
     

Cost     
Balance at beginning of year ଑ 24,462 ଑ 15,768 
Purchases  55,490  8,694 
Disposal  (23,507)  - 
Balance at the end of year  56,445  24,462 
     
Changes in Fair Value     
Balance at beginning of year  (3,700)  (2,382) 
Changes in fair value  14,560  (1,318) 
Transfer of fair value reserve within equity  (5,288)  - 
Balance at end of year  5,572  (3,700) 
     
Total ଑ 62,017 ଑ 20,762 

 
Dividend income recognized DPRXQWHG�WR�଑�.195 million DQG�଑0.602 million in 2023 and 2022, respectively 
(Note 16). 
 



 
NOTE 11 ± TRADE PAYABLES AND OTHER CURRENT LIABILITIES 
 
This account consists of: 
 

Particulars  2023  2022 
     

Trade payables ଑ 1,737 ଑ 1,556 
Nontrade payables  2,941  4,017 
Payable to government agencies  3,391  3,124 
     
Total ଑ 8,069 ଑ 8,697 

 
Trade payables mainly pertain to liability that arose from the purchase of investments in equity instruments. 
 
Non trade payables include accruals to employees and professional and legal fees.  
 
Trade payables have a credit term which generally ranges from 15 to 30 days. 
 
NOTE 12 ± BORROWINGS 
 
This account consists of: 

 
Particulars  Note  2023  2022 

       
Greenkraft Corporation  1, 14, 18 ଑ - ଑ 190,000 

 
The above secured loans were originally obtained from lending banks under the Omnibus Agreement's 
revolving working capital facility subject to annual interest rates prior to assignment of the loan to third 
party creditors/lenders in 2006. The said creditors/lenders are now considered related parties of the Company 
following the dacion en pago arrangements and re-assessment of related party relationships in 2010 (Notes 1 
and 14). 
 
The property and equipment of the Company and its subsidiaries and present and future receivables of its 
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 ଑290 million to ଑289.88 million (Note 1). TPC and 
SCPC's investment in shares of stock with SLC amounting to P0.64 million was assigned to Greenkraft as 
part of the dacion en pago arrangements resulting to a reduction of the borrowing balance. In 2014, the land 
and land improvements and building and building improvements of a subsidiary (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 its subsidiaries and payment terms as discussed in Note 1 which is due after 
completion of dacion en pago that was completed in 2023. 
 
Upon approval of the Amended Agreement, the above creditors are aware of the Company's non-compliance 
with covenant due to the Company's financial condition and such will not be a ground to default from the 
Amended Agreement. 
 
The other features of the Amended Agreement are disclosed in Note 1. 
 
On July 17, 2019, the BOD and Stockholders approved the conversion of loans from Greenkraft and Roxburgh 
into common shares in the Company. 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 (Note 13).  Consequently, principal payments on long-term debt 
were suspended beginning July 2019. 
 
On December 29, 2020, the Company issued 149,562,081 shares to Greenkraft and Roxburgh effecting the 
debt-to-equity conversion following the SEC approval of the Company's increase in authorized capital stock 
on the same day (Note 13). 
 
In September 2023, the dacion en pago was completed relating to the Company¶V�VKDUHV�LQ�6/&��The Company 
acquired shares in SLC from SCPC with a cost of ଑72.705 million for ଑7.271 million resulting to a gain on 
acquisition amounting to ଑65.435 million. Consequently, the Company assigned the shares in SLC to Greenkraft 
as payment to its remaining balance of borrowings to Greenkraft amounting to P190 million resulting to a gain 
on disposal amounting to ଑117.295 million (Note 16). As of December 31, 2023, the Company has fully-settled 
its borrowings to Greenkraft. 

Outstanding long-term debt amounted to nil and ଑190 million as at December 31, 2023 and 2022, respectively. 

NOTE 13 ± EQUITY 
 
This account consists of:: 
 

  2023  2022 
Particulars  No. of shares  Amount  No. of shares  Amount 

         
$XWKRUL]HG�DW�଑�����SDU�YDOXH  2,000,000 ଑ 2,000,000  2,000,000 ଑ 2,000,000 
,VVXHG�DQG�RXWVWDQGLQJ�଑�����SDU�YDOXH  1,418,812  1,418,812  1,418,812  1,418,812 

 
On July 17, 2019, the BOD and Stockholders 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 STN. 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, 8 and 12). 
 
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 ଑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 Company. On 
the same date, the Company issued 269,250,000 shares to the shareholders of SMPC in exchange for all of 
their shareholdings to the latter. The Company also issued 149,562,081 shares to its lenders effecting the 
debt-to-equity conversion (Notes 8 and 12). 
 
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. 
 
13.1 Additional Paid-in Capital 
 
The Company's loans were restructured in October 2010 and the 123,818,000 unissued shares amounting 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). 
 
13.2 Earnings (Loss) Per Share 
 



The Company has no dilutive equity instruments. Basic earnings per common share in centavos for the 
years ended December 31 is calculated as follows: 

 
Particulars  2023  2022 

     
Net income for the year available to common shareholders ଑ 158,617 ଑ 18,426 
Divide by weighted average number of common shares, in thousand  1,418,812  1,418,812 
     
Basic earnings per share ଑ 0.1118 ଑ 0.01298 

 
NOTE 14 ± RELATED PARTY TRANSACTIONS 
 
In the normal course of business, the Company 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 
Company's total assets based on the latest audited financial statements. All other related party transactions that 
are considered not material are approved by management. 
 
As at December 31, 2023 and 2022, outstanding balances arising from related party transactions are as follows: 
 

Category Year 
Note/ 
Ref  Transaction  Receivables 

 

Borrowings  

Due from 
related 
parties 

 Due to 
related 
parties Terms Conditions 

               
Entities under common control 
               
 - Reimbursements 2023 6, 14b ଑ - ଑ 122 ଑ - ଑ - ଑ - Collectible on demand; 

non - interest bearing 
Unsecured;  
no impairment  2022   -  122  -  -  - 

               
- Services 2023 c  37,500  -  -  12,125  - Collectible on demand; 

non - interest bearing 
Unsecured;  
no impairment  2022   25,000  -  -  24,250  - 

               
- Advances 2023 14a  7,208  -  -  -  127,148 Payable on demand; 

non - interest bearing 
Unsecured 

 2022   1,501  -  -  -  119,940 
               
- Borrowings 2023 1, 12  (190,000)  -  -  -  - Payable in 25 years in 

equal quarterly 
installments; interest 
bearing at 2% p.a. on 
the first five years; 6% 
p.a. on the 6th until the 
15th year, and 8% p.a. 
on the 16th year 
onwards until maturity 

Secured by 
various current 
and noncurrent 
assets of the 
Company 

 2022   190,000  -  190,000  -  - 
             
             

       

  

 

  

 
               
TOTAL 2023    ଑ 122 ଑ - ଑ 12,125 ଑ 127,148   
TOTAL 2022    ଑ 122 ଑ 190,00 ଑ 24,250 ଑ 119,940   

 
a. Due to related parties consist mainly of non-interest- b e a r i n g  advances for working capital requirements 

with no definite repayment dates. 
 

b. Reimbursement of various expenses were paid in advance by the Company and charged to the related party. 
 

c. In 2022, SCPC has entered into a management and operations agreement with the Company for a period of one 
(1) year amounting to P25,000,000, renewable for another year, subject to terms and conditions mutually 
agreed by the parties. The key officers of the Company shall manage the affairs of SCPC and shall include 
such services 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. It shall be effective on January 1, 2022. 
 
The Company's key management did not receive any compensation in 2023 and 2022. The Company's 
finance and administrative functions are being handled by a related party without any charge. (Note 16). 



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

NOTE 15 ± OPERATING EXPENSES 
 
For the year ended December 31, the account consists of: 
 

Particulars Note  2023  2022 
      

Professional fees  ଑ 6,800 ଑ 2,416 
Salaries, wages and employee benefits   2,451  983 
Listing fees   261  250 
Commission   210  - 
Taxes and licenses   176  3 
Depreciation  9  91  2,752 
Office and computer supplies   -  14 
Miscellaneous   312  23 
      
Total  ଑ 10,301 ଑ 6,441 

 
Miscellaneous pertains to mailing and courier services, and bank charges. 
 
 
NOTE 16 ± OTHER INCOME 
 
For the year ended December 31, the account consists of: 
 

Particulars  Note  2023  2022 
       

Gain on disposal of investment  12 ଑ 117,295 ଑ - 
Gain on acquisition of investment  12  65,435  - 
Management fee    37,500  25,000 
Dividend income    1,195  602 
Interest income    6  5 
       
Total   ଑ 221,431 ଑ 25,607 

 
Dividend income pertains to the cash dividends received from investment in equity instruments. 
 
 
NOTE 17 ± INCOME TAXES 
 
The reconciliation of the income tax expense computed at the statutory income tax rate to the income tax expense 
recognized in profit or loss is as follows: 
  



 
 

Particulars  2023  2022 
     
Income before income tax ଑ 211,130 ଑ 19,166 
     
Income tax expense (benefit) at statutory tax rate of 25% ଑ 52,782 ଑ 4,792 
Adjustments to income tax resulting from:     
Recognition of NOLCO which was previously derecognized  -  (3,900) 
Dividend income  (299)  (151) 
Interest income subjected to final tax  (1)  (1) 
Nondeductible expenses  31  - 
     
Total ଑ 52,513 ଑ 740 

 
As at December 31, 2023 and 2022, deferred tax assets have not been recognized in respect of the 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. 

 
Particulars  2023  2022 

     
Temporary Differences:     
Allowance for impairment losses on advances to suppliers ଑ 1,843 ଑ 1,843 
NOLCO  -  - 
     
Total ଑ 1,843 ଑ 1,843 

 
As at December 31, 2022, the Company has available applied all its NOLCO against its taxable income to wit: 
 

Year 
Incurred 

 Amount  Expired/ 
Applied 

 Balance  Date of 
Expiry 

         
2021 ଑ 3,532 ଑ 3,532 ଑ -  2026 
2020  8,327  8,327  -  2025 
2019  3,743  3,743  -  2022 

         
 ଑ 15,602 ଑ 15,602 ଑ -   

 
NOTE 18 ± FINANCIAL RISK AND CAPITAL MANAGEMENT OBJECTIVES AND POLICIES 
 
18.1 Objectives and Policies 
 
The Company's financial assets and liabilities, comprising mainly of cash in banks receivables, investments 
in equity instruments, trade payables and other current liabilities, borrowings and due to related parties, are 
exposed to a variety of financial risks: liquidity risk, credit risk and market risk (include price risk and 
cash flow interest rate risk). Management ensures that it has sound policies and strategies in place to 
minimize potential adverse effects of these risks on the Company's financial performance: 

Risk management is carried out through the policies approved by the BOD of the Company. The BOD 
provides principles on overall risk management and on specific areas such as liquidity risk, credit risk and 
market risk. 



 
18.2 Liquidity Risk 
 
Liquidity risk pertains to the failure of the Company to discharge its obligations and commitments. The tight 
cash position limits its obligation to take advantage of increasing demands. The Company's financial 
liabilities include trade payables and other current liabilities, due to related parties and current and noncurrent 
portions of borrowings (Notes 11, 12 and 14). 
 
The table below summarizes the maturity profile of the Company's financial liabilities based on contractual 
undiscounted payments used for liquidity management. 
  

December 31, 2023  
Carrying 
Amount  

Contractual 
Cash flow  

Less than 
1 year  

More than 
1 year  Total 

           
           
Trade payables and other current liabilities* ଑ 4,678 ଑ 4,678 ଑ 4,678 ଑ - ଑ 4,678 
Due to related parties  127,148  127,148  127,148  -  127,148 
Borrowings  -  -  -  -  - 
           

Total 
 
଑ 131,826 ଑ 131,826 ଑ 131,826 ଑ -  ଑ 131,826 

*Carrying amount excludes payable to government amounting to 3.391࠷ million 
 

December 31, 2022  
Carrying 
Amount  

Contractual 
Cash flow  

Less than 
1 year  

More than 
1 year  Total 

           
           
Trade payables and other current liabilities* ଑ 5,573 ଑ 5,573 ଑ 5,573 ଑ - ଑ 5,573 
Due to related parties  119,940  119,940  119,940  -  119,940 
Borrowings  190,000  190,000  190,000  -  190,000 
           
Total  ଑ 315,513 ଑ 315,513 ଑ 315,513 ଑ -  ଑ 315,513 

*Carrying amount excludes payable to government amounting to P3.124 million. 
 
The Company 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 Company's borrowings were converted into equity. The remaining asset 
subject to dacion en pago under the provisions of the Amended Agreement pertain to investment in preferred shares 
of SLC with fair value of ଑190.0 million with reference to the municipality zonal value of land owned by SLC (Notes 
1, 12 and 14). This transaction was completed and the balance of borrowing was paid in full in September 2023. 
 
18.3 Credit Risk 
 
Credit risk is the risk of financial loss to the Company if a counterparty to a financial instrument fails to meet its 
contractual obligations. Credit risk is managed on a Company basis at the STN level. Credit risk arises from deposits 
with banks and receivables. Cash transactions are limited to high-credit-quality financial institutions. 

For the Company's banks and financial institutions requirements, decisions are made at the Company level that 
considers and leverages on Company's needs and cost. Cash in banks are maintained with universal and commercial 
banks which represent the largest single group, resource-wise, of financial institutions in the Philippines. 
 
The maximum exposure of the Company to credit risk as at December 31, without considering the effects of collaterals 
and other risk mitigation techniques, is presented below. 
  



 
 

Particulars  Note  2023  2022 
       
Cash in banks  5 ଑ 16,224 ଑ 5,632 
Receivables  6  122  122 
Due from related parties  14  12,125  24,250 
       
Total   ଑ 28,471 ଑ 30,004 

 
The table below shows the credit quality of the Company's financial assets as at December 31, 2023 and 2022.  
 

     Neither past due nor impaired 

December 31, 2023 
 

Note 
 

 
High 

Grade  
Medium 
Grade  

Low 
Grade  Total 

            
Cash in banks  5  ଑ 16,224 ଑ - ଑ - ଑ 16,224 
Receivables  6   -  -  122  122 
Due from related parties  14   -  12,125  -  12,125 
            
Totals     ଑ 16,224 ଑ 12,125 ଑ 122 ଑ 28,471 

 
     Neither past due nor impaired 

December 31, 2022 
 

Note 
 

 
High 
Grade  

Medium 
Grade  

Low 
Grade  Total 

            
Cash in banks  5  ଑ 5,632 ଑ - ଑ - ଑ 5,632 
Receivables  6   -  -  122  122 
Due from related parties  14   -  24,250  -  24,250 
            
Totals     ଑ 5,632 ଑ 24,250 ଑ 122 ଑ 30,004 

 
It is the Company's policy to maintain accurate and consistent risk ratings across the financial assets which facilitates 
focused management of applicable risks. The Company utilizes an internal credit rating system based on its 
assessment of the quality of the financial assets. The Company classifies its unimpaired receivables into the 
following credit grades: 
 

x 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. 

x 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. 

 
x 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 use of leverage is above industry 
standards but has contributed to shareholder value. 

 
The table below presents the Company's exposure to credit risk and shows the credit quality of the financial assets 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, 2023 

 

Note 

 

 
12-month 

ECL  

Lifetime ECL-  
not credit 
impaired  

Lifetime ECL-  
credit 

impaired  Total 
            
Cash in banks  5  ଑ 16,224 ଑ - ଑ - ଑ 16,224 
Receivables  6   122  -  -  122 
Due from related parties  14   -  12,125  -  12,125 
            
Total     ଑ 16,346 ଑ 12,125 ଑ - ଑ 28,471 

 
  Financial Assets at Amortized Cost 

December 31, 2022  
12-month 

ECL  
Lifetime ECL-  

not credit impaired  
Lifetime ECL-  
credit impaired  Total 

         
Cash in banks ଑ 5,632 ଑ - ଑ - ଑ 5,632 
Receivables  122  -  -  122 
Due from related parties  -  24,250  -  24,250 
         
Total  ଑ 5,754 ଑ 24,250 ଑ - ଑ 30,004 

 
The Company believes that the unimpaired amounts are past due by more than 60 days are still collectible based on 
historical payment behavioral analyses of the underlying counterparties' credit ratings. 

 
18.4 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 Company'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 Company is exposed to foreign currency risk on its cash in banks that is denominated in US Dollars. The Company 
regularly monitors the outstanding balance of its cash in banks that is 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. The Company expects that the effects of this foreign currency risk are immaterial to the separate 
financial statements. 
 
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 Company's exposures to interest rate risk relates primarily to the Company's borrowings. 
The Company manages its interest rate risk by limiting its borrowings to long-term loans with fixed interest rates over 
the term of the loan. 
 
Share Price Changes of Investment in Equity Instruments 
The Company 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, of the Company's equity: 
  



 
  Effect on Capital Deficiency 
  2023  2022 
  3% Increase  3% Decrease  1% Increase  1% Decrease 
         
Investment in equity securities ଑ 2,030 ଑ (2,030) ଑ 1,098 ଑ (1,098) 

 
18.5 Fair Value Estimation of Financial Assets and Liabilities 
 
Cash in Banks, Receivables, and Due from Related Parties. The carrying amounts of cash in banks, receivables, 
and due from related SDUWLHV¶ approximate fair values due to the relatively short-term maturities of these financial 
instruments. 
 
Investment in Equity Instruments. The fair value of quoted investment 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. 
 
Trade Payables and Other Current Liabilities, Due to Related Parties and Current Portion of Borrowings. The 
carrying amounts of trade payables and other current liabilities, due 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 
amounts of the borrowings with annual interest approximate their fair values. 

 
18.6 Capital Management 
 
The Company's objectives when managing capital are to safeguard its ability to continue as a going 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. 
 
Cash flow from the activities of the Company's operating subsidiaries is considered a measure that reflects the 
Company's ability to generate funding from operations for its investing and financing activities and is 
representative of the realization of value or shareholders from the Company's operations. 
 
Total capital comprises the total equity as shown in the separate statements of financial position. The Company 
being a listed entity is covered by the PSE requirement of 10% minimum public ownership. The Company is 
under suspended trading status in Philippine Stock Exchange 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). 
 
The Company is not subject to externally imposed capitalization requirements. 
 
 
NOTE 19 ± SUPPLEMENTARY TAX INFORMATION REQUIRED BY THE BUREAU OF INTERNAL 
REVENUE (BIR) 
 
I. Revenue Regulation (RR) No. 15-2010 
 
In compliance with the requirements set forth by RR 15-2010 hereunder are the information on taxes, duties and 
license fees paid or accrued during the taxable year. 
 

a) Output value-added tax 
 



Output VAT declared for the year ended December 31, 2023 and the revenues upon which the same was 
based consist of: 

 
Output VAT ଑ 4,500,000 
Account title used   
Basis of the Output VAT   
    Vatable sales ଑ 37,500,000 

 
b) Input value-added tax 
 
Movements in input VAT for the year ended December 31, 2023 are as follows: 

 
Beginning of the year ଑ - 
&XUUHQW�\HDU¶V�GRPHVWLF�SXUFKDVHV�   

a. Services lodged under other accounts  - 
Less: Claimed against Output VAT  - 
   
Ending Balance ଑ - 

 
c) Importation 

 
The company did not have any purchases of imported goods subject to custom duties and tariff fees for the year 
ended December 31, 2023. 

 
d) Excise tax 

 
The Company did not have any transaction in 2023 which are subject to excise tax. 

 
e) Documentary stamp tax 

 
The Company paid documentary stamp taxes amounting to ଑48,318 during the year.  
 
f) Taxes and licenses 

 
The taxes and licenses paid and accrued in 2023 are as follows:  

 
2WKHU�WD[HV�SDLG�GXULQJ�WKH�\HDU�UHFRJQL]HG�XQGHU�³7D[HV�
DQG�/LFHQVHV´�DFFRXQW�XQGHU�2SHUDWLQJ�([SHQVHV 

  

License and permit fees ଑ 415,260 
 

g) Withholding taxes 
 

The Company remitted the following withholding taxes in 2023: 
 

Expanded withholding taxes ଑ 581,504 
Withholding taxes on compensation  415,260 
   
Total ଑ 996,764 
 

  



 
h) Deficiency tax assessment and tax cases 

 
The Company does not have any deficiency tax assessments with the BIR or tax cases outstanding or pending in 
courts or bodies outside of the BIR in any of the open years. 

 
i) Tax cases 

 
As of December 31, 2023, the Company has no pending tax court cases nor has received tax assessment 
notices from the BIR 

 
 
II. Revenue Regulations No. 34-2020 
 

On December 18, 2020, BIR issued RR 34-2020 which prescribed the guidelines and procedures for the submission 
of BIR Form 1709, Transfer Pricing Documentation (TPD) and other Supporting Documents, Amending the pertinent 
provision of RR No. 19-2020 and RR No. 15-2010 . 
 
The Company is not covered by the requirements and procedures for related party transactions provided under this 
revenue regulation. 
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STENIEL MANUFACTURING CORPORATION 
SUSTAINABILITY REPORT FOR 2023 

 
Contextual Information 
 

Company Details  
Name of Organization Steniel Manufacturing Corporation 
Location of Headquarters Gateway Business Park, Brgy. Javalera, Gen. Trias Cavite 
Location of Operations Gateway Business Park, Brgy. Javalera, Gen. Trias Cavite 
Report Boundary: Legal 
Entities (e.g. subsidiaries) 
included in this report 

Steniel Manufacturing Corporation and its subsidiaries, Steniel 
Mindanao Packaging Corporation and Steniel Cavite 
Packaging Corporation 

Business Model, including 
Primary Activities, Brands, 
Products, and Services 

Manufacturing, processing, and selling of paper products 
(temporarily suspended). Leasing of machinery and equipment. 

Reporting Period Calendar Year 2023 
Highest Ranking Person 
Responsible for this report 

Eliza C. Macuray – Treasurer/CFO/CAE 

 
ECONOMIC 

 
I. Economic Performance 

 
Direct Economic Value Generated and Distributed 

 
Disclosure Amount (in Php) 

Direct economic value generated (revenue) 3,406,866,818 
Direct economic value distributed:  

a. Operating costs 3,325,825,595 
b. Employee wages and benefits 79,558,330 
c. Payments to suppliers, other operating costs 2,987,527,956 
d. Dividends given to stockholders and interest 

payments to loan providers 
Dividends - 0; 

Interest payments - 77,970,400 
e. Taxes given to government 33,591,219 
f. Investments to community (e.g. donations, CSR) 0 

 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? Management Approach 

 
The performance of revenue 
impacts the value of shares, 
the capacity to remunerate 
employees with wages and 
benefits, the allocation 
available for Corporate Social 
Responsibility (CSR) 
initiatives, and the taxes 
remitted to the government. 

 
• Stockholders 
• Employees 
• Government 
• Community 

 
The Company adheres to 
good business practices to 
ensure consistent 
performance and healthy 
revenue growth which may 
include the following: 

1. Market Research and 
Analysis 

2. Customer Retention by 



 

 providing excellent 
customer services 

3. Product and service 
innovation 

4. Expansion of Market 
Reach 

5. Adopting new and 
effective sales and 
marketing strategies 

6. Operational efficiency 
7. Employee Training 

and Development 
 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 

 
The revenue may be 
influenced by the operational 
effectiveness of the lessee's 
machinery and equipment, 
while fluctuations in the 
market that impact the 
performance of investments in 
equity instruments can also 
affect revenue outcomes. 
 
Supply chain disruptions, such 
as inventory surplus or 
shortage, can lead to excess 
waste and production 
stoppages, resulting in 
financial losses. 
 
Rapid advancements in 
technology may render 
existing manufacturing 
processes or equipment 
obsolete, requiring costly 
upgrades or retooling. 
 

 
• Stockholders 
• Employees 
• Government 

 
The company guarantees that 
both owned and leased 
machinery and equipment 
undergo regular inspections 
and maintenance to facilitate 
uninterrupted operations. 
 
The company will enhance 
transparency across the 
supply chain to anticipate and 
mitigate potential disruptions. 
Forecasting will be improved 
by leveraging on historical 
data, customer insights and 
market trends. 
 
The company will strengthen 
its lean inventory 
management practices to 
minimize excess inventory 
and reduce the risk of 
obsolescence. 
 
The Company will prioritize 
investments in scalable and 
flexible technologies that can 
adapt to evolving market 
demands and technological 
advancements. 
 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Revenue performance can be 

 
• Stockholders 

 
Management is currently 



 

enhanced by a sound 
investment plan. 
 

• Employees 
• Government 

studying investment 
opportunities that can help 
improve revenue performance 

 
II. Procurement Practices 

 
Proportion of spending on local suppliers 

 
Disclosure Quantity 

Percentage of procurement budget used for significant 
locations of operations that is spent on local suppliers 

10 to 20% 

 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? 

Management Approach 

 
Procuring raw materials from 
domestic suppliers offers the 
advantages of shorter lead 
times and streamlined 
communication, enhancing 
convenience. Furthermore, 
sourcing locally results in 
reduced transportation 
expenses, thereby bolstering 
the Company's profitability. 
 
On the other hand, sourcing 
raw materials internationally 
proves advantageous in terms 
of cost efficiency, particularly 
for bulk orders. 
 

 
• Suppliers 
• Customers 
• Government 

 
The Company consistently 
nurtures positive relationships 
with current suppliers while 
expanding the diversity of its 
supply chain by seeking out 
new suppliers both 
domestically and 
internationally. A diversified 
sourcing strategy can 
enhance resilience against 
disruptions such as 
geopolitical tensions, natural 
disasters, or transportation 
issues. 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Insufficient planning and 
forecasting may result in 
either depleted stock levels, 
disrupting operational 
efficiency, or surplus 
inventory, leading to dormant 
capital and obsolete items. 
 

 
• Suppliers 
• Customers 
• Governments 

 
The company prioritizes 
demand planning and 
forecasting, routinely 
conducting inventory 
assessments to maintain an 
optimal balance of stock on 
hand. 
 
Additionally, it collaborates 
with other companies to 
source raw materials, 
capitalizing on competitive 
pricing opportunities. 



 

 
What are the Opportunity/ies 

identified? 
Which stakeholders are 

affected? Management Approach 

 
Partnerships with domestic 
and international suppliers 
can lead to shared innovation, 
joint product development, 
and strategic alliances that will 
benefit both the Company and 
the supplier. 
 

 
• Suppliers 
• Customers 
• Government 

 
The Company will work on 
establishing strategic 
partnerships with local and 
international suppliers to 
foster long-term relationships 
built on trust, collaboration, 
and mutual benefit. 

 
III. Anti-Corruption 

 
Training on Anti-corruption Policies and Procedures 

 
Disclosure Quantity 

Percentage of employees to whom the organization’s anti-
corruption policies and procedures have been 
communicated to 

100% 

Percentage of business partners to whom the 
organization’s anti-corruption policies and procedures have 
been communicated to 

100% 

Percentage of directors and management that have 
received anti-corruption training 

100% 

Percentage of employees that have received anti-corruption 
training 

100% 

 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? Management Approach 

 
The company maintains the 
utmost integrity standards, and 
therefore, employees, business 
partners, suppliers, and 
customers are expected to 
adhere to similar standards in 
their work performance and 
interactions with the company, 
stakeholders, and the public in 
general. 

 
• Directors and Officers 
• Employees 
• Business Partners 
• Government 

 
Management ensures that its 
anti-corruption policies and 
procedures are communicated to 
both employees and business 
partners. 
 
Copies of the Code of Conduct 
are discussed and distributed to 
officers and employees and they 
are strictly forbidden from 
participating in any form of direct 
or indirect bribery or corrupt 
activities. 
 
Furthermore, all directors and 



 

officers of the Company are 
required to attend the annual 
Corporate Governance seminars, 
which cover anti-corruption 
subjects among other relevant 
topics. 
 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 

 
The Company collaborates with 
customers known for upholding 
the highest standards of integrity. 
Failure to maintain this level of 
integrity reflects negatively on the 
company in the eyes of our 
customers, potentially 
dissuading ongoing partnerships 
and relationships with them. 
 

 
• Directors and Officers 
• Employees 
• Business Partners 

Government  

 
To safeguard the company's 
reputation against potential 
integrity lapses, the management 
is taking proactive steps. These 
include conducting thorough due 
diligence on potential partners, 
clearly communicating integrity 
expectations to employees and 
officers, implementing robust 
monitoring and compliance 
measures, swiftly addressing any 
unethical behavior, providing 
ongoing education on integrity, 
and maintaining transparent 
reporting practices. By adopting 
these approaches, the company 
can mitigate the risk of 
reputational harm and foster 
enduring partnerships with 
customers who uphold ethical 
standards. 
 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Enhance anti-corruption policies 
and procedures. 

 
• Directors and Officers 
• Employees 

 

 
Enhancing company policies and 
procedures against corruption 
requires a comprehensive 
approach. The various 
management approaches are as 
follows: 
 
Top management will 
continuously show their 
unwavering support towards the 
policy.  
 
Regular risk assessments will be 



 

conducted to help identify 
potential vulnerabilities in the 
policy and opportunities for 
improvement for effective risk 
management. 
 
Designing training programs that 
cater to the organization’s needs, 
encompassing legal compliance 
and practical guidance. 
 

Incidents of Corruption 
 

Disclosure Quantity 
Number of incidents in which directors were removed or 
disciplined for corruption 

0 

Number of incidents in which employees were dismissed or 
disciplined for corruption 

0 

Number of incidents when contracts with busines partners 
were terminated due to incidents of corruption 

0 

 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? Management Approach 

 
Incidents of corruption have 
detrimental effects on both the 
Company’s reputation and the 
morale of its employees. The 
Company’s involvement is on the 
management of existing and 
potential risks. 
 

 
• Directors and Officers 
• Employees 
• Government 

 
Management strictly enforces the 
Company’s anti-corruption 
policies and procedures and 
reviews all transactions to ensure 
that there is no corruption 
involved. 
 
Risk-based assessments are 
conducted regularly to 
proactively manage potential 
risks. 
 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Acts of corruption affect the 
reputation of the Company and 
the morale of the people. 
 
Corrupt practices may put the 
company under tight government 
scrutiny. 
 

 
• Directors and Officers 
• Employees 
• Government 

 
Risk-based assessments are 
conducted regularly to 
proactively manage existing and 
potential risks. 
 



 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Enhance training on anti-
corruption policies and 
procedures 

 
• Directors and Officers 
• Employees 
• Government 

 

 
Management is continuously 
looking into ways it can enhance 
training on anti-corruption 
policies and procedures. 
 

 
ENVIRONMENT 

 
I.  Resource Management 
 

Energy consumption within the organization 
 

Disclosure Quantity Units 
Energy Consumption (renewable sources) 707,505.82 GJ 
Energy Consumption (gasoline) NA GJ 
Energy Consumption (LPG) NA GJ 
Energy Consumption (diesel) 38,303.88 GJ 
Energy Consumption (electricity) 3,404,972.00 kWh 

 
Reduction of energy consumption 

 
Disclosure Quantity Units 

Energy Consumption (renewable sources) 47.74 GJ 
Energy Consumption (gasoline) 0 GJ 
Energy Consumption (LPG) 0 GJ 
Energy Consumption (diesel) 0 GJ 
Energy Consumption (electricity) 18,000 kWh 
 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? Management Approach 

 
The Group is heavily dependent 
on electricity to operate, with its 
primary source being the power 
utility company, DLPC. 
Additionally, a portion of its 
electricity needs is fulfilled by a 
solar power generator leased and 
installed on the premises. Diesel 
is also utilized for operating 
equipment and vehicles. 
Optimizing the capacity of the 
solar power generator and 
ensuring efficient use of diesel 

 
• Directors and Officers 
• Employees 
• Customers 
• Public 
 

 
The Company performs routine 
evaluations to pinpoint significant 
energy users and their energy 
sources. Determining which 
areas to prioritize for energy 
conservation mainly depends on 
feasibility or the possibility of 
reducing energy consumption. 
Subsequently, a plan to decrease 
utility usage is developed to fulfill 
the company's energy 
consumption goals. 
 



 

and electricity significantly affect 
both costs and the environment 
positively. 
 

The management strategically 
schedules operations to 
maximize the utilization of solar 
power due to its cost-
effectiveness and minimal 
environmental footprint. 
 
Moreover, the management 
purposefully schedules 
production to minimize diesel 
consumption while maintaining 
efficient product output. 
 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Escalating power and diesel rates 
attributed, but not limited, to 
factors such as heightened fuel 
costs resulting from conflicts in 
import routes. 
 
Reduced customer demand 
compels the company to operate 
at reduced capacities, 
consequently impacting the 
efficiency of power consumption; 
thus, increasing the cost of 
operation. 
 

 
• Directors and Officers 
• Employees 
• Customers 
• Public 
 

 
The management is continuously 
working on optimizing the 
utilization of the solar power 
generator and exploring 
additional renewable energy 
sources. Through which, the 
company can reduce 
dependence on conventional 
electricity and volatile diesel. 
This shift towards renewable 
energy not only lowers 
operational costs but also 
enhances the organization's 
environmental sustainability 
profile. 
 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Transition to renewable source of 
energy that is cheaper and may 
potentially attract 
environmentally cautious 
customers and investors. 
 
Adoption and implementation of 
energy-efficient technologies and 
practices which may include 
upgrading equipment, improving 
insulation and adopting smart 
energy management system. 
 

 
• Directors and Officers 
• Employees 
• Customers 
• Government 
 

 
The Company takes a proactive 
approach in adopting energy-
efficient equipment. Additionally, 
the management is exploring the 
possibility of expanding the 
rooftop-mounted solar power 
generator. 



 

 
Water consumption within the organization 

 
Disclosure Quantity Units 

Water withdrawal 10,895 Cubic m 
Water consumption 42,557 Cubic m 
Water recycled and reused 2,595 Cubic m 
 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? Management Approach 

 
Taking into account the nature 
and size of operations, the 
Company has minimal water 
consumption. Nevertheless, the 
Company ensures that there is a 
safe and sufficient source of 
water for drinking and utility use. 
 

 
• Employee 
• Community 
• Government 
• Customer 

 
To guarantee the safety of 
potable water for both 
employees and guests, the 
management conducts routine 
inspections and/or audits of 
drinking water suppliers. 
 
Additionally, the management 
ensures that regular tests are 
carried out on alternative water 
sources to confirm their 
suitability for utility use. 
 
Furthermore, the management 
maintains the cistern facility and 
the newly installed 60 cubic 
meter water tank within the plant 
to store and utilize rainwater 
effectively. 
 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Increasing water rates and 
unstable water supply will have a 
direct effect on the operating cost 
and operation. 
 
Drinking water failing the 
standard quality poses health 
risks to employees. 
 

 
• Employees 
• Government 

 
The Company keeps the cistern 
and water tank in good condition 
to ensure that it effectively 
captures and stores rainwater 
and that the rainwater is 
efficiently used. 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Taking into account the nature 

 
NA 

 
NA 



 

and size of operations, the 
Company has minimal water 
consumption. Thus, 
opportunities in relation to this 
matter are negligible 
 
 

Materials used by the organization 
 

Disclosure Quantity Units 
Materials used by weight or volume   

• Renewable 67,045.23 MT 
• Non-renewable 163.88 MT 

Percentage of recycled input materials used to manufacture 
the organization’s primary products 

24.10 % 

 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? Management Approach 

 
The Company's operations are 
significantly dependent on the 
accessibility and sustainability of 
its primary raw material, paper. In 
response to the substantial 
global demand, the Company 
collaborates with its customers 
to create products utilizing 
recycled papers, which not only 
offer cost advantages but also 
contribute to environmental 
preservation, thereby reducing 
the Company's working capital. 
 
 

 
• Suppliers 
• Customers 
• Employees 

 
 

 
Maximize the utilization of 
recycled papers through the 
implementation of novel 
technologies, ongoing process 
enhancements, and fostering 
innovation, alongside offering 
training programs to cultivate a 
proficient and technically skilled 
workforce. 
 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Several factors, including the 
environmental consequences of 
global warming and the 
requirement for domestic wood 
in bio-energy production, present 
challenges to the sustainability of 
paper mills in fulfilling worldwide 
demands for paper rolls. 
Furthermore, these factors 

 
• Suppliers 
• Customers 
• Employees 

 
 

 
Continuous improvement in 
supply chain management and 
technological innovation to 
efficiently consume raw 
materials. 
 
Market analysis and pricing 
strategies are conducted and 
implemented to negotiate better 



 

directly influence the pricing of 
paper rolls in the market. 
 
 

prices with the suppliers. 
 
 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
With increasing consumer 
demand for environmentally 
friendly packaging, the Company 
can capitalize on this trend by 
offering sustainable packaging 
solutions made from recycled or 
responsibly sourced paper 
materials. 
 
And as e-commerce continues to 
grow, there is a rising demand for 
packaging solutions tailored to 
shipping products directly to 
consumers. The Company can 
develop specialized packaging 
solutions optimized for e-
commerce fulfillment, such as 
corrugated boxes designed for 
efficient shipping and product 
protection. 
 
 

 
• Suppliers 
• Customers 
• Employees 

 
 

 
Conducting market research and 
analysis, investing in research 
and development, integration of 
sustainable practices, strategic 
partnership and collaboration, 
service expansion and 
differentiation, and maintaining 
strong customer relations. 
 
 

 
Ecosystems and biodiversity (whether in upland/watershed or coastal/marine) 

 
Disclosure Quantity Units 

Operational sites owned, leased, managed in, or adjacent to, 
protected areas and areas of high biodiversity value outside 
protected areas 

N/A  

Habitats protected or restored N/A ha 
IUCN Red List species and national conservation list species 
with habitats in areas affected by operations 

N/A  

 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? Management Approach 

 
N/A 
 

 
N/A 
 

 
N/A 
 

What are the Risk/s Which stakeholders are Management Approach 



 

identified? affected? 
 
N/A 
 

 
N/A 
 

 
N/A 
 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
N/A 
 

 
N/A 
 

 
N/A 
 

 
Environmental impact management 
 

a. GHG 
 

Disclosure Quantity Units 
Direct (Scope 1) GHG Emissions 8,159.93 

 
Tonnes 
CO2e 

Energy indirect (Scope 2) GHG Emissions 3,770.22 
 

Tonnes 
CO2e 

Emissions of ozone-depleting substances (ODS) NA 
 

Tonnes 

 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? Management Approach 

 
Energy indirect Greenhouse Gase 
(GHG) emission is the impact of 
usage of electricity, which is one 
of the major inputs in production.  
 

 
• Employees 
• Customers 
• Government 
• Community 
 

 
The Company has adopted and 
implemented energy 
conservation measures such as 
the use of LED lights, inverter 
drive motor, and upgraded the 
electrical power controls (power-
saving devices). 
 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Poor air quality 

 
• Employees 
• Customers 
• Government 
• Community 
 

 
The Company has embraced and 
put into effect energy-saving 
initiatives, including consistent 
upkeep of APCD and APSE 
systems, complying with stack 
sampling outcomes, and 
preserving ambient air quality by 
installing air ventilation fan and 
air conditioning units. 
 



 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Discover and implement new 
knowledge on power-saving 
technologies. 
 

 
• Employee 
• Government 
• Community  

 
The Company will invest in 
training and new equipment. 
 

 
b. Air pollutants 

 
Disclosure Quantity Units 

NOx 5,500 kg 
SOx 19,300 kg 
Persistent organic pollutants (POPs) 0 kg 
Volatile organic compounds (VOCs) 0 kg 
Hazardous air pollutants (HAPs) 5,550 kg 
Particulate matter (PM) 3,300 kg 
 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? Management Approach 

 
Taking into account the nature 
and size of Operations, the 
Company has a negligible impact 
on this matter. 
 

 
• Employee 
• Community 

 
The management ensures that 
the prescribed DENR source 
emission standards are kept and 
regular testing is made for the 
boilers, vehicles, and stan-by 
generators. 
 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Taking into account the nature 
and size of Operations, the 
Company has negligible risks in 
relation this matter. 
 

 
• Employee 
• Community 

 
Sources of air pollution regularly 
undergo preventive maintenance 
and low sulfur fuel is used. 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Taking into account the nature 
and size of Operations, the 
Company has negligible 
opportunities in relation this 
matter. 
 

 
NA 

 
NA 

 



 

c. Solid waste 
 

Disclosure Quantity Units 
Total solid waste generated 10,208,854.90 kg 
Reusable 12,797.90 kg 
Recyclable 10,088,450.00 kg 
Composted 0 kg 
Incinerated 0 kg 
Residuals/Landfilled 107,607.00 kg 
 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? Management Approach 

 
Taking into account the nature 
and size of Operations, the 
Company has negligible impact in 
relation this matter. 
 

 
• Employee 
• Community 

 
Waste management key 
performance indicators were set 
and regular inspections/audits 
are conducted to monitor 
compliance and performance. 
 
Material recovery facilities were 
established and baling machine 
was installed to recover 
recyclable materials. 
 
Consistent implementation of 
solid waste management like 
proper segregation of waste and 
recycling. 
 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Taking into account the nature 
and size of Operations, the 
Company has negligible risks in 
relation this matter. 
 

 
• Employee 
• Community 

 
Assessments are conducted to 
identify the risks and risks are 
managed in accordance to the 
IRR prescribed by the DENR. 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Taking into account the nature 
and size of Operations, the 
Company has negligible 
opportunities in relation this 
matter. 
 

 
• Employee 
• Community 
• Customers 

 
Enhance and endorse the 
company's current forward-
thinking strategy aimed at 
minimizing solid waste. 



 

 
d. Hazardous waste 

 
Disclosure Quantity Units 

Total weight of hazardous waste generated 56,632 kg 
Total weight of hazardous waste transported 41,380 kg 
 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? Management Approach 

 
Taking into account the nature 
and size of Operations, the 
Company has negligible 
impact in relation this matter. 
 

 
• Employee 
• Community 

 

 
Consistent implementation of 
hazardous waste management 
plan as prescribed by the 
implementing rules and 
regulations of RA 6969. 
 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Taking into account the nature 
and size of Operations, the 
Company has negligible risks 
in relation this matter. 
 

 
• Employee 
• Community 

 

 
Risks concerning hazardous 
waste are managed by 
conduction regular inspections 
and by designating a prescribed 
storage area, proper labeling for 
identification, and maintaining an 
updated inventory of hazardous 
wastes. 
 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Taking into account the nature 
and size of Operations, the 
Company has negligible 
opportunities in relation this 
matter. 
 

 
• Employee 
• Community 

 

 
Consistent implementation of 
hazardous waste management 
plan as prescribed by the 
implementing rules and 
regulations of RA 6969. 
 

 
e. Effluents 

 
Disclosure Quantity Units 

Total weight of hazardous waste generated 74,925 kg 
Total weight of hazardous waste transported 0 kg 
 



 

What is the impact and where 
does it occur? What is the 

organization’s involvement in 
the impact? 

Which stakeholders are 
affected? Management Approach 

 
Taking into account the nature 
and size of Operations, the 
Company has negligible impact in 
relation this matter. 
 

 
• Employee 
• Community 

 
Wastewater is temporarily held in 
the cesspool and undergoes 
treatment at the wastewater 
facility before being discharged. 
 
Regular inspection and review of 
waste streams are also 
conducted to identify instances 
of noncompliance and/or 
opportunities for improvement. 
 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Taking into account the nature 
and size of Operations, the 
Company has negligible risks in 
relation this matter. 
 

 
• Employee 
• Community 

 
On a periodic basis, the 
Company reviews compliance 
with the applicable government 
rules and internal campaign to 
use and recycle wastes. 
 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Taking into account the nature 
and size of Operations, the 
Company has negligible 
opportunities in relation this 
matter. 
 

 
• Employee 
• Community 

 

 
The Company continuously 
adopts new ideas and considers 
new technology that will help 
reduce and reuse waste. 

 
Environmental compliance 
 

a.  Non-compliance with Environmental Laws and Regulations 
 

Disclosure Quantity Units 
Total amount of monetary fines for non-compliance with 
environmental laws and/or regulations 

29,500 Php 

No. of non-monetary sanctions for non-compliance with 
environmental laws and/or regulations 

0  

No. of cases resolved through dispute resolution mechanism 0  
 
What is the impact and where 

does it occur? What is the 
Which stakeholders are 

affected? 
Management Approach 



 

organization’s involvement in 
the impact? 

 
Taking into account the nature 
and size of Operations, the 
Company has negligible impact in 
relation this matter. 
 

 
• Community 
• Employees 
• Customers 

 
The company conducts annual 
reviews to ensure compliance 
with relevant environmental laws 
and regulations. Additionally, it 
offers comprehensive seminars 
and training sessions to its 
Pollution Control Officers (PCOs) 
to maintain their proficiency and 
keep them abreast of updates in 
regulations, thereby ensuring the 
company's PCOs remain 
knowledgeable and skilled. 
 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Taking into account the nature 
and size of Operations, the 
Company has negligible risks in 
relation this matter. 
 

 
• Community 
• Employees 
• Customers 

 
The company conducts annual 
reviews to ensure compliance 
with relevant environmental laws 
and regulations. Additionally, it 
offers comprehensive seminars 
and training sessions to its 
Pollution Control Officers (PCOs) 
to maintain their proficiency and 
keep them abreast of updates in 
regulations, thereby ensuring the 
company's PCOs remain 
knowledgeable and skilled. 
 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Taking into account the nature 
and size of Operations, the 
Company has negligible 
opportunities in relation this 
matter. 
 

 
• Community 
• Employees 
• Customers 

 
The company conducts annual 
reviews to ensure compliance 
with relevant environmental laws 
and regulations. Additionally, it 
offers comprehensive seminars 
and training sessions to its 
Pollution Control Officers (PCOs) 
to maintain their proficiency and 
keep them abreast of updates in 
regulations, thereby ensuring the 
company's PCOs remain 
knowledgeable and skilled. 
 



 

 
SOCIAL 

 
I. Employee Management 
 

Employee data 
 

Disclosure Quantity Units 

Total number of employees 261 Headcount 
a. Number of female employees 58 Headcount 
b. Number of male employees 203 Headcount 

Attrition rate (no. of new hires – no. of turnover)/(average of 
total no. of employees of previous year and total no. of 
employees of current year) 

0.39 Percent 

Ratio of lowest paid employee against minimum wage 0 Percent 
 

Employee benefits 
 

List of Benefits Y/N % of female 
employees who 

availed for the year 

% of male employees 
who availed for the 

year 
SSS Y 100 100 
PhilHealth Y 100 100 
Pag-Ibig Y 100 100 
Parental leaves Y 3.98 10.52 
Vacation leaves Y 43.05 88.5 
Sick leaves Y 32.56 62.84 
Medical benefits (aside from 
PhilHealth) 

Y 100 100 

Housing assistance (aside from 
Pag-Ibig) 

N   

Retirement fund (aside from SSS) N   
Further education support N   
Company stock options N   
Telecommuting N   
Flexible working hours N   
 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? Management Approach 

 
Benefits increase employee 
morale and productivity 

 
• Employees 

 
Management complies with all 
pertinent labor laws and 
regulations of the Department of 
Labor and Employment and all 
relevant government entities. 
 



 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Employee dissatisfaction and 
attrition due to competition 
 

 
• Employees 

 
The Company explores strategies 
to enhance employee morale and 
regularly conducts employee 
engagement surveys to assess 
the current level of employee 
engagement and to determine 
which initiatives have to be 
prioritized or enhance. 
 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Periodic review of employee 
satisfaction 

 
• Employees 

 
Management is looking in to 
periodically reviewing employee 
satisfaction to address the 
employees’ needs and concerns. 
Currently consistent team check-
ins were in place. 
 

 
Employee Training and Development 

 
Disclosure Quantity Units 

Total training hours provided to employees   
a. Female employees 268.50 Hours 
b. Male employees 1,176.00 Hours 

Average training hours provided to employees   
a. Female employees 7.85 Hours/employee 
b. Male employees 12.69 Hours/employee 

 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? Management Approach 

 
Trainings were conducted within 
and outside the company 
premises in partnership with the 
Company officers, customers, 
and government agencies. 
 
Employees who receive relevant 
training and skills development 
seminars generally have high 
morale and are efficient in 

 
• Directors  
• Officers 
• Employees 

 

 
The Company regularly monitors 
and reviews key performance 
indicators which are indicative of 
the gaps within the company. 
 
Based on the result of the review, 
the Company assesses the 
needed training and skills 
development programs for its 
employees to achieve both the 



 

performing their tasks, reducing 
operational costs. 
 

employee and company goals. 
 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? 

Management Approach 

 
The lack of training and skills 
development programs 
contributes to higher attrition 
rates, as employees often seek 
these opportunities from other 
companies offering more 
competitive experiences and 
positions with higher salaries. 
 

 
• Directors  
• Officers 
• Employees 

 

 
The Company, through its Human 
Resource Department, develops 
and outsources skills 
development programs to 
enhance its competitiveness and 
regularly reviews the Company’s 
salary structure. 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
The Company may be able to 
identify potential leaders who will 
carry on its culture of excellence. 
 

 
• Directors  
• Officers 
• Employees 

 

 
The Company demonstrates 
support for people development 
programs and consistently 
reminds employees of the 
importance of improving their 
skill sets. 
 

 
Labor-Management Relations 

 
Disclosure Quantity Units 

% of employees covered with Collective Bargaining 
Agreements 

20.84 Percent 

Number of consultations conducted with employees 
concerning employee-related policies 

5 Sessions 

 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? Management Approach 

 
Harmonious labor-management 
relationship is a major factor in 
productivity and production 
quality. It has a big impact in 
promoting industrial peace and 
employee motivation.  
 

 
• Employees 

 
The operations team conduct 
meetings to discuss work-related 
issues.  Resolving grievance issue 
is a priority of HR.  

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 



 

 
Labor dispute may affect 
productivity, industrial peace and 
harmony. 
 

 
• Employees 

 
The operations team conduct 
meetings to discuss work-related 
issues.  Resolving grievance issue 
is a priority of HR. 
 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Quick dissemination of new 
policies. Opportunity to discover 
immediate solutions if there are 
labor issues.  
 

 
• Employees 

 
Regular meetings between 
dedicated staff and the 
employees; representative(s) can 
help resolve labor related issues 
immediately. 
 

 
Diversity and Equal Opportunity 

 
Disclosure Quantity Units 

% of female workers in the workforce 22.07 Percent 
% of male workers in the workforce 77.93 Percent 
Number of employees from indigenous communities and/or 
vulnerable sector (includes elderly, persons with disabilities, 
vulnerable women, refugees, migrants, internally displaced 
persons, people living with HIV and other disease, solo parents, and 
the poor or the base of the pyramid [Class D and E]) 

3 Headcount 

 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? Management Approach 

 
Gender equality policies and 
campaigns are implemented and 
advocated in the Company. It has 
a significant impact on keeping 
the employees motivated, feeling 
secure, and involved, and 
preventing issues such as 
discrimination, bullying, and 
harassment. 
 

 
• Directors  
• Officers 
• Employees 

 

 
The Management consistently 
implements related policies and 
exemplifies respect at all times, 
regardless of sex or gender. 
 
Related issues are thoroughly 
discussed to maintain equality in 
the workplace. 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Ineffective and unimplemented 
policies may result to attritions, 
discrimination, bullying, and 

 
• Directors  
• Officers 
• Employees 

 
 The Company conducts pre-
employment orientations and 
annual re-orientations related to 



 

harassment. 
 
Lacking policies may lead to 
unintended offense and mistrust 
within the organization. 
 

 
 

gender sensitivity and other 
related topics. 
 
The Company also conducts 
individual counseling. 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
By working on the Company’s 
gender-friendly image, the 
Company can attract more 
talents that will bring new skills 
and knowledge to the company. 
 

 
• Directors  
• Officers 
• Employees 

 

 
The Company provides equal 
opportunities to employees 
regardless of gender and involves 
employees in planning. 

 
Workplace Conditions, Labor Standards, and Human Rights 
 

a.  Occupational Health and Safety 
 

Disclosure Quantity Units 
Safe Man-Hours 1,849,652 Man 

hours 
No. of work-related injuries 13 Cases 
No. of work-related fatalities 0 Cases 
No. of work-related ill-health 0 Cases 
No. of safety drills 4 Sessions  
 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? 

Management Approach 

 
The Occupational Health and 
Safety Committee is responsible 
for devising and executing 
workplace programs aimed at 
ensuring the safety of all 
stakeholders. Additionally, 
employees are urged to adhere to 
health and safety protocols even 
outside of the workplace. 
 
By implementing health and 
safety programs, the company 
will guarantee the well-being and 
safety of its workforce and 
surroundings. 

 
• Employees 
• Customers 
• Visitors 
• Suppliers 

 

 
The Company through its Health 
and Safety Committee 
continuously and consistently 
improves and implements 
programs to sustain a healthy 
and safety operation. 
 



 

 
What are the Risk/s 

identified? 
Which stakeholders are 

affected? Management Approach 

 
Failure to adhere to the 
company's health and safety 
programs and protocols by 
stakeholders could lead to 
incidents and security threats 
that disrupt both the workforce 
and operations. 
 

 
• Employees 
• Customers 
• Visitors 
• Suppliers 

 
 

 
The company, via its Health and 
Safety Committee, consistently 
improves and enacts initiatives 
aimed at sustaining a healthy and 
safe operational environment. 
Furthermore, it furnishes 
employees with Personal 
Protective Equipment (PPE) and 
conducts health and safety 
seminars and orientations for 
new hires as well as on an annual 
basis. 
 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Opportunities for improvement 
were noted in areas of employee 
safety and security. 
 
 

 
• Employees 
• Community 

 

 
The company, via its Health and 
Safety Committee, persistently 
enhances and implements 
programs to maintain a healthy 
and safe operation. 
 

 
b.  Labor Laws and Human Rights 

 
Disclosure Quantity Units 

No. of legal actions or employee grievances involving forced 
or child labor 

0 Cases 

 
Do you have policies that explicitly disallow violations of labor laws and human rights (e.g. 
harassment, bullying) in the workplace? 
 

Topic Y/N If yes, cite reference in the company policy 
Forced labor N  
Child labor N  
Human Rights N  
 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? Management Approach 

 
N/A 
 

- - 



 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 

 
N/A 
 

- - 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
N/A 
 

- - 

 
II.     Supply Chain Management 
 
Do you have a supplier accreditation policy? If yes, please attach the policy or link to the policy: 
[__] 
 
Do you consider the following sustainability topics when accrediting suppliers? 
 

Topic Y/N If yes, cite reference in the supplier policy 
Environmental 
performance 

N  

Forced labor N  
Child labor N  
Human Rights N  
Bribery and corruption N  
 
What is the impact and where 

does it occur? What is the 
organization’s involvement in 

the impact? 

Which stakeholders are 
affected? Management Approach 

 
Bribery and corruption within the 
supply chain can significantly 
impact the organization, much 
like environmental issues, human 
rights, and worker safety 
concerns. 
 

 
• Directors  
• Officers 
• Employees 

 

 
Consistently conducts 
comprehensive business process 
reviews and audits to pinpoint 
potential risks, while rigorously 
assessing the adequacy and 
efficacy of established controls. 
 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? Management Approach 

 
The issues can expose the 
Company to various risks such as 
regulatory noncompliance, 
reputational damage, operational 
disruptions stemming from 
environmental incidents, and 
legal consequences.  
 

 
• Directors  
• Officers 
• Employees 

 

 
The Company should implement 
a multifaceted strategy. This 
includes conducting thorough 
risk assessments to identify 
vulnerabilities, establishing 
robust compliance management 
systems, implementing proactive 
environmental practices, 



 

developing reputation 
management strategies, creating 
crisis response plans, ensuring 
legal compliance with the help of 
legal counsel, and continuously 
monitoring and improving risk 
management processes. Through 
these measures, management 
can mitigate the potential 
negative impacts on the 
company's performance and 
long-term sustainability, 
promoting resilience and 
responsible business practices. 
 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? Management Approach 

 
Proactive environmental 
practices and reputation 
management enhance 
stakeholder trust, attracting new 
business. Improving operational 
efficiency through risk 
assessments and management 
boosts competitiveness and 
reduces costs. Robust 
compliance systems provide a 
competitive edge and mitigate 
regulatory risks. Crisis response 
plans foster innovation and 
leadership. 
 

 
• Directors  
• Officers 
• Employees 

 

 
Management proactively 
prioritizes strategic initiatives 
aimed at enhancing stakeholder 
trust, operational efficiency, 
compliance, and crisis 
preparedness. This involves 
implementing environmentally 
sustainable practices and 
effective reputation management 
strategies to attract new 
business and solidify stakeholder 
relationships. Additionally, 
conducting thorough risk 
assessments enables the 
identification of operational 
inefficiencies and the 
implementation of measures to 
streamline processes, reduce 
costs, and enhance 
competitiveness. 
 

 
IV. Relationship with Community 

 
Significant Impacts on Local Communities 

 



 

Operations with 
significant 
(positive or 
negative) 

impacts on local 
communities 
(exclude CSR 

projects; this has 
to be business 

operations) 

Location Vulnerable 
groups (if 

applicable) 

Collective or 
individual rights 
that have been 

identified that are 
of particular 

concern for the 
community 

Mitigating 
measures (if 
negative) or 

enhancement 
measures (if 

positive) 

 
N/A 

 
N/A 

 
N/A 

 
N/A 

 
N/A 

 
For operations that are affecting IPs, indicate the total number of Free and Prior Informed 
Consent (FPIC) undergoing consultations and Certification Preconditions (CPs) secured and still 
operational and provide a copy or link to the certificates if available: N/A 
 

Disclosure Quantity Units 
FPIC process still undergoing N/A  
CP secured N/A  
 

What are the Risk/s 
identified? 

Which stakeholders are 
affected? 

Management Approach 

 
N/A 
 

- - 

What are the Opportunity/ies 
identified? 

Which stakeholders are 
affected? 

Management Approach 

 
N/A 
 

- - 

 
V. Customer Management 

 
Customer Satisfaction 

 
Disclosure Score Did a third party conduct the 

customer satisfaction study (Y/N)? 
Customer satisfaction N/A N 
 

What is the impact and where does it occur? 
What is the organization’s involvement in the 

impact? 
Management Approach 

 
N/A 
 

 

What are the Risk/s identified? Management Approach 
 
N/A 

 



 

 
What are the Opportunity/ies identified? Management Approach 

 
N/A 
 

 

 
Health and Safety 

 
Disclosure Quantity Units 

No. of substantiated complaints on product or service health 
and safety 

0 Cases 

No. of complaints addressed 0 Cases 
 

What is the impact and where does it occur? 
What is the organization’s involvement in the 

impact? 

Management Approach 

 
The Company implements health and safety 
protocols within the company premises and 
promotes to employees to extend the best practices 
outside the company premises. 
 
By adhering to these protocols, the Company 
provides a safe and healthy working environment for 
employees and other stakeholders, isolating the 
exposure to potential hazards. 
 

 
Health and safety officers conduct regular site 
inspections to identify hazards and discuss them 
with management to develop plans to address 
and/or manage the risks. 
 
 

What are the Risk/s identified? Management Approach 
 
Among the risks identified were as follows: 

1. Inconsistent implementation of plant waste 
management 

2. Accumulated hazardous waste of 
predecessor owner 

3. Some electrical hazards were noted. 
4. Rate of obese employees is high 

 

 
Immediately discuss the hazards and health 
issues identified and implement action plans to 
address and manage the risks identified. 
 
Continuously improve the health and safety 
committee by providing training and seminars to 
update and acquire existing and new knowledge. 
 

What are the Opportunity/ies identified? Management Approach 
 
The Company has the opportunity to improve its 
health and safety programs by venturing into new 
services and programs such as: 
 
1. Health and Safety Consulting Services by the 
company’s contracted doctor 
2. Remote health and safety training 
3. Emergency response and crisis management 

 
The company is fully committed to endorsing 
health and safety initiatives and has instructed 
the Human Resource Department to implement 
new programs aimed at enhancing health and 
safety standards. 



 

4. Promoting active lifestyle through sports events 
 
 
 
 

Marketing and Labelling 
 

Disclosure Quantity Units 
No. of substantiated complaints on marketing and labelling 57 Counts 
No. of complaints addressed 57 Counts 
 

What is the impact and where does it occur? 
What is the organization’s involvement in the 

impact? 
Management Approach 

 
There have been no grievances regarding the 
marketing and labeling of the Company's products 
because the customer owns the design and the 
Company only follows whatever design was provided. 
However, there have been a few isolated cases of 
complaints regarding the product quality. All of which 
were promptly dealt with. 
 
 

 
Consistent communication with customers is in 
place to discuss issues and product 
improvements. Issues are resolved and CPAR 
(Corrective and Preventive Action Report) is 
communicated to customers to assure them that 
all issues are properly dealt and a long-term plan 
is in place to manage the risk of reoccurrence. 
 
Follow applicable customer quality assurance 
policies and other customer requirements. 
 
Simultaneously ensure compliance to internal 
quality assurance policies that is at par or even 
better than the customers. 
 

What are the Risk/s identified? Management Approach 
 
Persistent unresolved customer complaints could 
damage the Company's reputation for producing high-
quality products, potentially leading to customer loss 
and a decrease in revenue-generating capability. 
 

 
The Company keeps a record of all customer 
complaints for future review reference to identify 
recurring issues and evaluate the effectiveness of 
the corrective and preventive action plans 
implemented. 
 

What are the Opportunity/ies identified? Management Approach 
 
The company’s identity as a well-known producer of 
quality products may be used in marketing and 
advertising to bolster revenue. 
 

 
The company capitalizes on its reputation as a 
renowned producer of quality products by 
leveraging it in marketing and advertising 
campaigns to boost revenue. Additionally, it 
pursues opportunity to improve efficiency and 
reduce rejection rates by upgrading machinery 
and facilitating continuous skill development 
among employees. 



 

 
 

Customer privacy 
 

Disclosure Quantity Units 
No. of substantiated complaints on customer privacy 0  
No. of complaints addressed N/A  
No. of customers, users and account holders whose 
information is used for secondary purposes 

N/A  

 
What is the impact and where does it occur? 
What is the organization’s involvement in the 

impact? 

Management Approach 

 
Considering no complaints were received related to 
customer privacy, the impact on the company is 
negligible.  

 
The Company regularly reviews and strictly 
implements policies set forth to preserve data 
security. 
 

What are the Risk/s identified? Management Approach 
 
Incidents of data breaches may result in a loss of 
confidence by stakeholders, dissuading them from 
being associated with the Company. 
 
 

 
The Company strictly implements the policies 
and best practices related to data privacy. 

What are the Opportunity/ies identified? Management Approach 
 
Periodically review, update, and improve the data 
privacy policies and practices. 
 

 
Management shall periodically review, update, 
and improve the Company’s data privacy policies 
and practices to ensure compliance with Data 
Privacy Law and regulations. 
 

 
Data Security 

 
Disclosure Quantity Units 

No. of data breaches, including leaks, thefts and losses of 
data 

0 incidents 

 
What is the impact and where does it occur? 
What is the organization’s involvement in the 

impact? 
Management Approach 

 
The Company protects the data of all company 
stakeholders by implementing IT controls and 
secured archives for physical documents. Access to 
files and documents is also restricted to authorized 
employees and employees are trained to handle data 
with utmost confidentiality. 

 
The Company regularly reviews and strictly 
implements policies set forth to preserve data 
security. 
 



 

 
The company remains trusted by stakeholders 
because it has a high regard for data security. 
 

What are the Risk/s identified? Management Approach 
 
Incidents of data breaches may result in a loss of 
confidence by stakeholders, dissuading them from 
being associated with the Company. 
  

 
The Company strictly implements the policies 
and best practices related to data privacy. 

What are the Opportunity/ies identified? Management Approach 
 
Periodically review, update, and improve the data 
privacy policies and practices 

 
Management shall periodically review, update, 
and improve the Company’s data privacy policies 
and practices to ensure compliance with Data 
Privacy Law and regulations 
 

 
 

VI. UN SUSTAINABLE DEVELOPMENT GOALS 
 

Key products and services and its contribution to sustainable development 
 

Key Products and 
Services 

Societal 
Value/Contribution to 

UN SDGs 

Potential Negative 
Impact of Contribution 

Management 
Approach to Negative 

Impact 
 
Manufacturing of 
corrugated boxes, and 
other paper-based 
packaging products. 
 
Lease of land, facility, 
machineries and 
equipment. 
 

 
Taking into account the 
nature and size of 
Operations, the 
Company has negligible 
societal 
value/contribution to 
UN SDGs. 

 
Taking into account the 
nature and size of 
Operations, the 
Company has negligible 
potential negative 
impact of contribution to 
UN SDGs. 
 

 
The Company adheres 
to good business 
practices and strives to 
achieve sustainable 
development where 
relevant. 

 


