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OTC PINK BASIC DISCLOSURE GUIDELINES 

1. NAME OF THE ISSUER AND ITS PREDESSORS (IF ANY):  
Armanino Foods of Distinction, Inc. (The Company) 

 
2. ADDRESS OF THE ISSUER’S PRINCIPAL EXECUTIVE OFFICES: 

Company Headquarters: 
Address 1: 30588 San Antonio Street 
Address 2: Hayward, CA 94544 
Phone: (510) 441-9300 
Email: amnf@armaninofoods.com 
Website(s): www.armaninofoods.com 
 
IR Contact: 
Address 1: 30588 San Antonio Street 
Address 2: Hayward, CA 94544 
Phone: (510) 441-9300 
Email: amnf@armaninofoods.com 
Website(s): www.armaninofoods.com 
 

3. SECURITY INFORMATION: 
a. Trading Symbol: AMNF 
 
b. Title and class of securities outstanding: Common Stock 

 CUSIP: 042166801 

 Par or Stated Value: no par 

 Voting Rights: one vote per share 

 Preemption Rights: None 

 Other Material Rights: None 

 Provisions in Charter or by-laws that would delay, defer or prevent a change 
in control of the issuer: None 

 
 December 31, 

2015 
December 31, 

2014 
December 31, 

2013 
Common Shares authorized 40,000,000 40,000,000 40,000,000 
Common Shares outstanding 32,065,645 32,065,645 32,065,645 
Freely tradable shares 30,203,203 30,203,203 30,203,203 
# of beneficial shareholders (1) 1,300 1,300 1,300 
# of shareholders of record 119 122 126 
 
(1) The number of beneficial shareholders for each year represent estimates, only, as the actual information is not readily 
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c. Additional class of securities: Preferred Stock 

 CUSIP: 042166801 

 Par or Stated Value: no par 

 Any rights regarding voting, preemption, etc., will be determined by the 
Board of Directors at the time of issuance. 

 
 December 31, 

2015 
December 31, 

2014 
December 31, 

2013 
Shares authorized 10,000,000 10,000,000 10,000,000 
Shares outstanding - - - 
Freely tradable shares - - - 
# of beneficial shareholders - - - 
# of shareholders of record - - - 

 
d. Transfer Agent: 

Name: Computershare Trust Company, N.A. 
Address 1: 250 Royall Street 
Address 2: Canton, MA 02021 
Phone: (303) 262-0710 

 
e. Is the Transfer Agent registered under the Exchange Act? Yes:  No:  
 
f. Restrictions on the transfer of securities:  

1,862,442 shares of common stock are restricted as of 12/31/15; 1,862,442 shares of 
common stock are restricted as of 12/31/14; and, 1,862,442 shares as of 12/31/13. 

 
g. Trading suspension orders issued by the SEC in the past 12 months: None 
 
h. Stock split, stock dividend, recapitalization, merger, acquisition, spin-off, or 

reorganization either currently anticipated or that occurred within the past 12 months: 
None 

 
4. ISSUANCE HISTORY 

The Company had no events which resulted in changes in total shares outstanding in the 
past two fiscal years and any interim period, including offerings of equity securities, debt 
convertible into equity securities, whether private or public, and all shares or any other 
securities or options to acquire such securities issued for services. 
 

      available. 
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5. FINANCIAL STATEMENTS 
The Company’s financial statements are prepared in accordance with US GAAP.  The 
Company’s annual audited financial statements are included within its Consolidated 
Financial Statements starting on page 10. 
 

6. ISSUER’S BUSINESS, PRODUCTS, AND SERVICES 
a. Issuer’s business operations:  

The Company is currently engaged in the production of upscale and innovative frozen 
food products, including pesto and other sauces, stuffed pasta products, and cooked 
meat products. 

b. Date and State (or Jurisdiction) of Incorporation: 
Colorado, 1986 

c. Issuer’s primary and secondary SIC Codes: 
2030 

d. Issuer’s fiscal year end date: 
December 31 

e. Principal products or services, and their markets: 
The Company’s line of frozen products presently includes pesto sauces, stuffed pastas 
and pasta sheets, as well as value-added specialty Italian pastas, and cooked meat 
products. 
 

7. ISSUER’S FACILITIES 
The Company leases approximately 24,375 square feet of office, production and 
warehouse space located at 30588 San Antonio Street, Hayward, California, 94544.  The 
Company also leases approximately 7,408 square feet of additional office and warehouse 
space located at 30641 San Antonio Street, Hayward, California, 94544.  Except for a 
Co2 tank which it leases, the Company owned all of its manufacturing equipment as of 
December 31, 2015. 

 
8. OFFICERS, DIRECTORS, AND CONTROL PERSONS 

a. Name of Officers, Directors, and Control Persons: 
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Name Business Address 
Positions and Offices Held & Term as a 

Director 
Shares 
Owned 

Edmond J. Pera 30588 San Antonio Street 
Hayward, CA 94544 

President and Chief Executive Officer since February 2009.  
Also, Secretary, Treasurer until February 2009, and Director 
since August 2000.  Served as Chief Operating Officer 
(Principal Financial Officer) from May 2003 to February 2009. 

         
450,000  

Douglas R. 
Nichols 

30588 San Antonio Street 
Hayward, CA 94544 

Chairman of the Board since February 2009.  Previously served 
as Director since June 2001.       

1,423,004  
John Micek III 30588 San Antonio Street 

Hayward, CA 94544 
Director since February 1988. 

         
142,960  

David B. Scatena 30588 San Antonio Street 
Hayward, CA 94544 

Director since February 1988 and Vice Chairman of the Board 
since February 1999.               

8,280  
Joseph F. 
Barletta 

30588 San Antonio Street 
Hayward, CA 94544 

Director since December 1999. 

                    -   
Patricia A. 
Fehling 

30588 San Antonio Street 
Hayward, CA 94544 

Director since December 2004 

         
100,000  

Deborah 
Armanino 
LeBlanc 

30588 San Antonio Street 
Hayward, CA 94544 

Director and Secretary since February 2009. 

         
974,044  

 

b. Legal/Disciplinary History – persons who have, in the last five years, been the subject 
of: 
o A conviction in a criminal proceeding or named as a defendant in a pending 

criminal proceeding (excluding traffic violations and other minor offenses): None 
o The entry of an order, judgment, or decree, not subsequently reversed, suspended 

or vacated, by a court of competent jurisdiction that permanently or temporarily 
enjoined, barred, suspended or otherwise limited such person’s involvement in 
any type of business, securities, commodities, or banking activities: None 

o A finding or judgment by a court of competent jurisdiction (in a civil action), the 
Securities and Exchange Commission, the Commodity Futures Trading 
Commission, or a state securities regulator of a violation of federal or state 
securities or commodities law, which finding or judgment has not been reversed, 
suspended, or vacated: None 

o The entry of an order by a self-regulatory organization that permanently or 
temporarily barred suspended or otherwise limited such person’s involvement in 
any type of business or securities activities: None 

c. Beneficial Shareholders -- Name, address and shareholdings or the percentage of 
shares owned by all persons beneficially owning more than ten percent (10%) of any 
class of the issuer’s equity securities: None 
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9. THIRD PARTY PROVIDERS 

a. Legal Counsel 
Name: Mark Cassanego 
Firm: Carr McClellan, P.C. 
Address 1: 216 Park Road 
Address 2: Burlingame, CA 94011-0513 
Phone: (650) 342-9600 
Email: amnf@armaninofoods.com 

 
b. Accountant or Auditor 

Name: Alan Gregory 
Firm: Gregory & Associates, LLC 
Address 1: 4397 South Albright Drive 
Address 2: Salt Lake City, UT 84124 
Phone: (801) 277-2763 
Email: alan@gandacpa.com 
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10. ISSUER CERTIFICATION 
I, Edmond J. Pera certify that: 
 

(i) I have reviewed this annual disclosure statement of Armanino Foods of 
Distinction, Inc.; 

 
(ii) Based on my knowledge, this disclosure statement does not contain any untrue 

statement of a material fact or omit to state a material fact necessary to make 
the statements made, in light of the circumstances under which such 
statements were made, not misleading with respect to the period covered by 
this disclosure statement; and 

 
(iii) Based on my knowledge, the financial statements, and other financial 

information included or incorporated by reference in this disclosure statement, 
fairly present in all material respects the financial condition, results of 
operations and cash flows of the issuer as of, and for, the periods presented in 
this disclosure statement. 

 
March 30, 2016 
/s/Edmond J Pera  
CEO 
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10. ISSUER CERTIFICATION (Continued) 
 
I, Edgar Estonina certify that: 
 

(i) I have reviewed this annual disclosure statement of Armanino Foods of 
Distinction, Inc.; 

 
(ii) Based on my knowledge, this disclosure statement does not contain any untrue 

statement of a material fact or omit to state a material fact necessary to make 
the statements made, in light of the circumstances under which such 
statements were made, not misleading with respect to the period covered by 
this disclosure statement; and 

 
(iii) Based on my knowledge, the financial statements, and other financial 

information included or incorporated by reference in this disclosure statement, 
fairly present in all material respects the financial condition, results of 
operations and cash flows of the issuer as of, and for, the periods presented in 
this disclosure statement. 

 
March 30, 2016 
/s/Edgar Estonina 
COO/CFO 
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CONSOLIDATED BALANCE SHEETS: 
 

As of December 31,
2015 2014 2013

CURRENT ASSETS:
Cash 3,437,695$      2,971,964$      2,345,737$      
Certificates of Deposit 1,019,106        1,109,088        701,466           
Accounts Receivable, net 4,502,004        3,630,280        3,743,506        
Inventories 2,404,229        2,792,436        2,106,600        
Prepaid Expenses 601,861           447,288           283,476           
Current Deferred Tax Asset 96,701             98,715             78,956             

Total Current Assets 12,061,596      11,049,771      9,259,741        

PROPERTY AND EQUIPMENT, net
   accumulated depreciation 1,725,913        1,140,720        1,270,047        

OTHER ASSETS:
Deposits 20,000             20,000             20,000             
Goodwill 375,438           375,438           375,438           
Trademarks 41,113             19,081             -                   

Total Other Assets 436,551           414,519           395,438           

      Total Assets 14,224,060$    12,605,010$    10,925,226$    
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As of December 31,
2015 2014 2013

CURRENT LIABILITIES:
   Notes Payable - Current Portion 303,417$         418,676$         401,461$         

Accounts Payable - Trade 1,753,978        1,735,394        1,421,548        
Accrued Payroll and Payroll Taxes 706,708           503,377           452,678           
Other Accrued Liabilities 1,777               5,027               7,497               
Dividends Payable 609,248           577,182           513,050           
Accrued Income Taxes -                   -                   11,104             

Total Current Liabilities 3,375,128        3,239,656        2,807,338        

Notes Payable and Long-Term Debt 89,949           393,366         812,042          
DEFERRED TAX LIABILITY 172,257           44,931             45,197             
Other Long-Term Liabilities 180                1,957              6,984              

Total Long Term Liabilities 262,386           440,254           864,223           
Total Liabilities 3,637,514        3,679,910        3,671,561        

STOCKHOLDERS' EQUITY:
Preferred Stock; no par value,
     10,000,000 shares authorized, no

shares issued and outstanding -                 -                  -                  
Common Stock; no par value, 40,000,000

shares authorized, 32,065,645
32,065,645 and  32,065,645 shares
issued and outstanding at December 31,
2015, 2014 and 2013, respectively 2,774,990        2,774,990        2,774,990        

Additional Paid-in Capital 48,202             48,202             48,202             
Accumulated Other Comprehensive Income (1,233)              (4,400)              (9,123)              
Retained Earnings 7,764,587        6,106,308        4,439,596        

Total Stockholders' Equity 10,586,546      8,925,100        7,253,665        

     Total Liabilities and Stockholders' Equity 14,224,060$    12,605,010$    10,925,226$    
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CONSOLIDATED STATEMENTS OF EARNINGS AND COMPREHENSIVE INCOME: 
 

FOR THE YEAR ENDED
DECEMBER 31,

2015 2014 2013
NET SALES 34,686,441$ 31,461,816$ 28,866,545$  

COST OF GOODS SOLD 22,497,807  19,969,919  18,519,330    

GROSS PROFIT 12,188,634    11,491,897    10,347,215    

OPERATING EXPENSES:
General, administrative and selling expense 1,900,222    1,684,634    1,616,774      
Salaries & wages 2,927,397    2,768,233    2,547,563      
Commissions 1,075,061      1,048,642      963,459         

Total Operating Expense 5,902,680      5,501,509      5,127,796      

INCOME FROM OPERATIONS 6,285,954      5,990,388      5,219,419      

OTHER INCOME (EXPENSE)
Interest and other income 135,764       97,706         103,555        
Loss on sale of fixed assets -              850               -               

   Interest (expense) (24,446)       (42,197)       (59,049)        

Total Other Income (Expense) 111,318         56,359           44,506           

INCOME BEFORE INCOME TAXES 6,397,272    6,046,747    5,263,925      

CURRENT TAX EXPENSE 2,238,654      2,222,370      1,790,176      
DEFERRED TAX (BENEFIT) 127,480         (22,799)         145,384         

NET INCOME 4,031,138$    3,847,176$    3,328,365$    

Derivative instrument acounted for as a
 hedge, net of tax of $1,860, $2,774, and
 $3,351, respectively 3,167             4,723             5,707             

COMPREHENSIVE INCOME 4,034,305$    3,851,899$    3,334,072$    

EARNINGS PER COMMON AND
  EQUIVALENT SHARES:
BASIC EARNINGS PER SHARE 0.126$           0.120$           0.104$           

WEIGHTED AVERAGE COMMON 
SHARES OUTSTANDING 32,065,645 32,065,645 32,052,768

DILUTED EARNINGS PER SHARE 0.126$           0.120$           0.104$           

WEIGHTED AVERAGE COMMON SHARES
OUTSTANDING ASSUMING DILUTION 32,065,645 32,065,645 32,085,093  
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CONSOLIDATED STATEMENT OF STOCKHOLDER’S EQUITY: 

 
Accumulated

Additional Other
Paid-in Comprehensive Retained

Shares Amount Capital Income Earnings
BALANCE, December 31, 2012 32,042,360  2,762,773$  48,202$   (14,830)$           2,906,307$  

Dividends on common shares -              -              -          -                    (1,795,076)  

Cancelation of common shares
held in treasury (26,715)       (23,933)       -          -                    -              

Shares of common stock issued for
options exercised at $0.723
per share, March 2013 50,000        36,150        -          -                    -              

Derivative instrument acounted for
   as a hedge net of tax of $3,351 -              -              -          5,707                -              

Net income for the year ended
December 31, 2013 -              -              -          -                    3,328,365    

BALANCE, December 31, 2013 32,065,645  2,774,990$  48,202$   (9,123)$             4,439,596$  

Dividends on common shares -              -              -          -                    (2,180,464)  

Derivative instrument acounted for
   as a hedge net of tax of $2,774 -              -              -          4,723                -              

Net income for the year ended
December 31, 2014 -              -              -          -                    3,847,176    

BALANCE, December 31, 2014 32,065,645  2,774,990$  48,202$   (4,400)$             6,106,308$  

Dividends on common shares -              -              -          -                    (2,372,859)  

Derivative instrument acounted for
   as a hedge net of tax of $1,860 -              -              -          3,167                -              

Net income for the year ended
December 31, 2015 -              -              -          -                    4,031,138    

BALANCE, December 31, 2015 32,065,645  2,774,990$  48,202$   (1,233)$             7,764,587$  

Common Stock
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CONSOLIDATED STATEMENTS OF CASH FLOW -- 
Increase (Decrease) in Cash and Cash Equivalents: 

 
For the Years Ended

December 31
2015 2014 2013

Cash Flows from Operating Activities:
Net Income 4,031,138$  3,847,176$  3,328,365$  
   Adjustments to reconcile net income

to net cash provided by operations:
Depreciation and amortization 323,235       237,704       230,461       
Change in deferred tax asset / liability 127,480       (22,799)       145,384       
Gain on sale of equipment -              (850)            -              
Changes in assets and liabilities:

(Increase) decrease in accounts receivable (871,724)     113,226       (370,507)     
(Increase) decrease in inventory 388,206       (685,835)     (15,906)       
(Increase) decrease in prepaid expenses (135,492)     (182,894)     58,965        
Increase (decrease) in accounts payable,

accrued expenses, and taxes payable 221,915       353,442       (199,734)     
Total Adjustments 53,620        (188,006)     (151,337)     

Net Cash Provided by Operating Activities 4,084,758    3,659,170    3,177,028    

Cash Flows from Investing Activities:
Purchase of property and equipment (908,428)     (89,296)       (632,754)     
Purchase of Trademarks (41,113)       (19,081)       -              
Proceeds (Purchase) of certificates of deposit 89,982        (407,622)     102,345       
Proceed from sale of fixed assets -              850             -              

Net Cash Used by Investing Activities (859,559)     (515,149)     (530,409)     

Cash Flows from Financing Activities:
Payments on notes payable (418,676)     (401,461)     (384,963)     
Proceeds from exercise of stock options -              -              36,150        
Dividends paid (2,340,792)  (2,116,333)  (1,282,024)  

Net Cash Used by Financing Activities (2,759,468)  (2,517,794)  (1,630,837)  

Net Increase (Decrease) in Cash
  and Cash Equivalents 465,731       626,227       1,015,782    

Cash and Cash Equivalents at
  Beginning of Period 2,971,964    2,345,737    1,329,955    

Cash and Cash Equivalents at
  End of Period 3,437,695$  2,971,964$  2,345,737$  

Supplemental Disclosures of Cash Flow Information:
Cash paid during the period for:

Interest 25,875$       43,338$       60,571$       
Income Taxes 2,372,907$  2,402,000$  1,847,000$   

Supplemental Disclosures of Non-Cash Investing and Financing Activities: 
 None 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Business and Basis of Presentation - The consolidated financial statements include the 
accounts of Armanino Foods of Distinction, Inc. (the “Company”), which engages in the 
production and marketing of upscale and innovative food products, including primarily 
frozen pesto sauces, frozen pasta products, cooked and frozen meat and poultry products, 
garlic spreads and its wholly-owned dormant subsidiary AFDI, Inc. which was incorporated 
in May 1995.  
 
Consolidation - All significant inter-company accounts and transactions have been 
eliminated in consolidation. 
 
Cash and Cash Equivalents - The Company considers all highly liquid debt instruments 
purchased with a maturity of three months or less to be cash equivalents.  The Company had 
$4,138,519, $2,514,989 and $1,724,923, in excess of federally insured amounts in its bank 
accounts at December 31, 2015, 2014 and 2013, respectively. 
 
Certificates of Deposit - The Company accounts for investments in debt and equity 
securities in accordance with Financial Accounting Standards Board (“FASB”) Accounting 
Standards Codification (“ASC”) Topic 320 Investments – Debt and Equity Securities.  Under 
Topic 320 the Company’s certificates of deposit (debt securities) have been classified as 
held-to-maturity and are recorded at amortized cost.  Held-to-maturity securities represent 
those securities that the Company has both the positive intent and ability to hold until 
maturity. At December 31, 2015, the Company had eleven certificates of deposit with a 
purchase value of $1,016,204 and a fair value totaling $1,019,106, amortized value totaling 
$1,019,106 and mature through September 24, 2018. 

 
Accounts Receivable - Accounts receivable consist of trade receivables arising in the normal 
course of business. At December 31, 2015, 2014 and 2013, the Company has established an 
allowance for doubtful accounts of $10,000, $10,000, and $10,000, respectively, which 
reflects the Company’s best estimate of probable losses inherent in the accounts receivable 
balance.  The Company determines the allowance based on known troubled accounts, 
historical experience, and other currently available evidence. Amounts written off for the 
years presented were $0, $0, and $6,014, at December 31, 2015, 2014 and 2013, respectively. 
 
Inventory - Inventory is carried at the lower of cost or market, as determined on the first-in, 
first-out method. 
 
Property and Equipment - Property and equipment are stated at cost.  Expenditures for 
major renewals and betterments that extend the useful lives of property and equipment are 
capitalized, upon being placed in service. Expenditures for maintenance and repairs are 
charged to expense as incurred.  Depreciation is computed for financial statement purposes 
on a straight-line basis over the estimated useful lives of the assets which range from two to 
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twenty-five years (See Note 4).   
 

Intangible Assets – Intangible assets consist of Goodwill and indefinite life intangible assets 
which include proprietary formulas and trademarks.  Goodwill represents the excess of 
purchase price paid over the fair market value of identifiable net assets of companies 
acquired.  The Company accounts for goodwill and indefinite life intangible assets in 
accordance with FASB ASC Topic 350, “Goodwill and Other Intangible Assets” and 
accordingly tests these assets at least annually for impairment. 
 
Revenue Recognition and Sales Incentives - The Company's accounts for revenue 
recognition in accordance with the Securities and Exchange Commission Staff Accounting 
Bulletin No. 101, "Revenue Recognition in Financial Statements" (SAB 101), FASB ASC 
605 Revenue Recognition.  The Company recognizes revenue when rights and risk of 
ownership have passed to the customer, when there is persuasive evidence of an 
arrangement, product has been shipped or delivered  to the customer, the price and terms are 
finalized, and collections of resulting receivable is reasonably assured.  Products are 
primarily shipped FOB shipping point at which time title passes to the customer.  In some 
instances the Company uses common carriers for the delivery of products. In these 
arrangements, sales are recognized upon delivery to the customer.  The Company's revenue 
arrangements with its customers often include early payment discounts and such sales 
incentives as trade allowances, promotions and co-operative advertising. These sales 
incentives are recorded at the later of when revenue is recognized or when the incentives are 
offered. Sales incentives that do not provide an identifiable benefit or provide a benefit where 
the Company could not have entered into an exchange transaction with a party other than the 
customer are netted against revenues. Incentives providing an identifiable benefit, where the 
Company could have entered into the same transaction with a party other than the customer, 
are classified under "General, administrative and selling expenses" in the Operating Expenses 
section of the Consolidated Statements of Earnings. 

 
Net sales comprised of the following for the years ended December 31, 2015, 2014 and 
2013:    
       2015 2014 2013        

Gross Sales $    40,820,728   $ 36,530,230 $ 33,726,312 
Less: Discounts  (608,684)  (561,418) (504,785) 
          Slotting  (3,547)  (10,401) (4,716) 
          Promotional   (5,522,056)  (4,496,595)  (4,350,266) 
Net Sales $ 34,686,441  $ 31,461,816  $ 28,866,545  
 
Advertising Cost - Cost incurred in connection with advertising of the Company’s products 
are expensed as incurred.  Such costs amounted to $2,980, $3,255 and $1,805, for the years 
ended December 31, 2015, 2014 and 2013, respectively. 
 
Research and Development Cost - The Company expenses research and development costs 
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for the development of new products as incurred. Included in general and administrative 
expense at December 31, 2015, 2014 and 2013 are $11,714, $54,006 and $6,763, 
respectively, of research and development costs. 
 
Income Taxes - The Company accounts for income taxes in accordance with FASB ASC 
Topic 740 Accounting for Income Taxes.  This statement requires an asset and liability 
approach for accounting for income taxes. 
 
Earnings Per Share – The Company calculates earnings per share in accordance with FASB 
ASC 260 Earnings Per Share.  Basic earnings per common share (EPS) are based on the 
weighted average number of common shares outstanding during each period.  Diluted 
earnings per common share are based on shares outstanding (computed as under basic EPS) 
and potentially dilutive common shares.  Potential common shares included in the diluted 
earnings per share calculation include in-the-money stock options that have been granted but 
have not been exercised. 
 
Accounting Estimates - The preparation of financial statements in conformity with 
generally accepted accounting principles requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, the disclosures of 
contingent assets and liabilities at the date of the financial statements and the reported 
amount of revenues and expenses during the reporting period.  Actual results could differ 
from those estimated. 
 
Stock Options - The Company accounts for the stock option issued in accordance with 
FASB ASC Topic 718, Compensation – Stock Compensation. Accordingly the fair value 
estimated on the date of grant using the Black-Scholes option-pricing model is recognized 
over the vesting period of the underlying options.  
 
Fair Value of Financial Instruments - The Company accounts for fair value measurements 
for financial assets and financial liabilities in accordance with FASB ASC Topic 820. The 
authoritative guidance, which, among other things, defines fair value, establishes a consistent 
framework for measuring fair value and expands disclosure for each major asset and liability 
category measured at fair value on either a recurring or nonrecurring basis. Fair value is 
defined as the exit price, representing the amount that would either be received to sell an 
asset or be paid to transfer a liability in an orderly transaction between market participants. 
As such, fair value is a market-based measurement that should be determined based on 
assumptions that market participants would use in pricing an asset or liability. As a basis for 
considering such assumptions, the guidance establishes a three-tier fair value hierarchy, 
which prioritizes the inputs used in measuring fair value as follows:  
  
• Level 1. Observable inputs such as quoted prices in active markets for identical assets or 
liabilities;  
• Level 2. Inputs, other than the quoted prices in active markets, that are observable either 
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directly or indirectly; and  
• Level 3. Unobservable inputs in which there is little or no market data, which require the 
reporting entity to develop its own assumptions.  
 
Unless otherwise disclosed, the fair value of the Company’s financial instruments including 
cash, accounts receivable, prepaid expenses, accounts payable, accrued expenses and notes 
payable approximates their recorded values due to their short-term maturities.  
 
Derivative Financial Instruments - The Company is required to recognize all of its 
derivative instruments as either assets or liabilities in the Consolidated Balance Sheets at fair 
value. The accounting for changes in the fair value (i.e., gains or losses) of a derivative 
instrument depends on whether it has been designated, and is effective, as a hedge and 
further, on the type of hedging relationship. For those derivative instruments that are 
designated and qualify as hedging instruments, a company must designate the hedging 
instrument, based upon the exposure being hedged, as a fair value hedge, or cash flow hedge. 
Gains and losses related to a hedge are either recognized in income immediately to offset the 
gain or loss on the hedged item or are deferred and reported as a component of Accumulated 
Other Comprehensive Income in the Stockholders' Equity and subsequently recognized in 
Net income when the hedged item affects Net income. The change in fair value of the 
ineffective portion of a financial instrument is recognized in Net income immediately. The 
gain or loss related to financial instruments that are not designated as hedges are recognized 
immediately in Net income. 
 
Derivative financial instruments are used in the normal course of business to manage interest 
rate. Credit risk is managed through the selection of sound financial institutions as 
counterparties.  

 
On April 29, 2011, the Company entered into a five-year interest rate swap agreement to 
manage interest costs and the risk associated with changing interest rates associated with the 
$1,000,000 of the $2,000,000 line of credit/note payable See Note 7, “Derivative Financial 
Instruments” for additional information regarding the Company’s derivative instrument. 

 
On May 2, 2012, the Company entered into a five-year interest rate swap agreement to 
manage interest costs and the risk associated with changing interest rates associated with the 
remaining $1,000,000 of the $2,000,000 line of credit/note payable See Note 7, “Derivative 
Financial Instruments” for additional information regarding the Company’s derivative 
instrument. 
 
Treasury stock - The Board of Directors may authorize share repurchases of the Company’s 
common stock (Share Repurchase Authorizations). Share repurchases under these 
authorizations may be made through open market transactions, negotiated purchase or 
otherwise, at times and in such amounts as the Company, and a committee of the Board, 
deem appropriate. Shares repurchased under Share Repurchase Authorizations are held in 
treasury for general corporate purposes, including issuances under various employee share-



ARMANINO FOODS OF DISTINCTION, INC. 
ANNUAL REPORT 

DECEMBER 31, 2015 
 

The accompanying notes are an integral part of these financial statements 
 

Page 19 of 90 
 

based award plans. Treasury shares are accounted for under the cost method and reported as a 
reduction of Stockholders’ Equity. Share Repurchase Authorizations may be suspended, 
limited or terminated at any time without notice. 

 
Recently Enacted Accounting Standards – In May 2014, the Financial Accounting 
Standards Board (FASB) issued a new standard to achieve a consistent application of 
revenue recognition within the U.S., resulting in a single revenue model to be applied by 
reporting companies under U.S. generally accepted accounting principles. Under the new 
model, recognition of revenue occurs when a customer obtains control of promised goods or 
services in an amount that reflects the consideration to which the entity expects to be entitled 
in exchange for those goods or services. In addition, the new standard requires that reporting 
companies disclose the nature, amount, timing, and uncertainty of revenue and cash flows 
arising from contracts with customers. On July 9, 2015, the FASB agreed to delay the 
effective date by one year; accordingly, the new standard is effective for us beginning in the 
first quarter of 2018 and we expect to adopt it at that time. The new standard is required to be 
applied retrospectively to each prior reporting period presented or retrospectively with the 
cumulative effect of initially applying it recognized at the date of initial application. We have 
not yet selected a transition method, nor have we determined the impact of the new standard 
on our consolidated financial statements. 
 
In 2015, the FASB issued an amended standard requiring that we classify all deferred tax 
assets and liabilities as non-current on the balance sheet instead of separating deferred taxes 
into current and non-current. The amended standard is effective for us beginning in the first 
quarter of 2017; early adoption is permitted and we are evaluating whether we will early 
adopt. The amended standard may be adopted on either a prospective or retrospective basis. 
We do not expect that the adoption of this standard will have a significant impact on our 
financial position or results of operations. 
 
In February 2016, the FASB issued changes to the accounting for leases that primarily affect 
presentation and disclosure requirements. The new standard will require the recognition of a 
right to use asset and underlying lease liability for operating leases with an initial life in 
excess of one year. This standard is effective for us beginning in the first quarter of 2019. We 
have not yet determined the impact of the new standard on our consolidated financial 
statements. 
 
Other recent accounting pronouncements issued by the FASB did not or are not believed by 
management to have a material impact on the Company’s present or future financial 
statements.  
 

NOTE 2 - RELATED PARTY TRANSACTIONS 
 
During the years ended December 31, 2015, 2014 and 2013, the Company paid accounting 
fees of $9,565, $9,245 and $8,395, respectively to a company controlled by a 
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director/shareholder.  Services provided by this accounting firm are in the area of tax 
preparation and related services, management and business consulting.   

 
NOTE 3 - INVENTORY 

 
Inventory consists of the following at December 31, 2015, 2014 and 2013: 
  
 2015 2014 2013 
        
 Raw materials and supplies $ 1,006,760 $ 1,015,334 $ 756,746 
 Finished goods  1,422,469  1,802,102  1,374,854 
 Reserve for obsolescence  (25,000)  (25,000)  (25,000) 
        
      Net Inventory $ 2,404,229 $ 2,792,436 $ 2,106,600  
        

 
The Company’s inventory is held as collateral on the Company’s lines of credit.  

 
NOTE 4 - PROPERTY AND EQUIPMENT 

 
Property and equipment consists of the following at December 31, 2015, 2014 and 2013: 
  Useful Life 2015 2014 2013           
 Office equipment & furniture 2 – 10 $ 552,470 $ 454,482 $ 650,607 
 Machinery and equipment 5 – 20  5,708,637  5,091,745  5,117,055 
 Vehicles 7  45,989  45,989  45,989 
 Leasehold improvements 3 – 25  2,277,871  2,084,323  1,999,913  
   8,584,967  7,676,539  7,813,564 
  Less Accumulated Depreciation  (6,859,054)  (6,535,819)  (6,543,517) 
         
 Net Property and Equipment $ 1,725,913 $ 1,140,720 $ 1,270,047 
        

  
Depreciation expense amounted to $323,235, $237,704 and $230,461, for the years ended 
December 31, 2015, 2014 and 2013, respectively. The Company’s property and equipment is 
held as collateral on the line of credits. 
 

NOTE 5 – INDEFINITE LIFE INTANGIBLE ASSETS 
 
Goodwill 
Goodwill represents the excess of the cost of purchasing Alborough, Inc. over the fair market 
value of the assets on May 20, 1996 less applicable amortization prior to the adoption of 
FASB ASC Topic 350.  At December 31, 2015, 2014 and 2013, Goodwill amounted 
$375,438. 
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Trademarks 
Trademarks represents the current costs seeking Trademarks.  At December 31, 2015, 2014 
and 2013, Trademarks amounted $41,113, $19,081, and $0. 
  
During the year ended December 31, 2015, the Company tested the Company’s Goodwill 
and Trademarks for impairment in accordance with FASB ASC Topic 350.  The Company 
used the quoted market price of its stock and projected earnings from the underlying assets 
purchased to test goodwill and trademarks for impairment and determined that the 
Company’s goodwill and Trademarks were not impaired.  

 
NOTE 6 – LINES OF CREDIT / NOTE PAYABLE 

 
$2,000,000 Line of Credit / Note Payable – On September 14, 2010, the Company entered 
into a $2,000,000 line of credit agreement with a financial institution to support its effort to 
repurchase common stock (see Note 13 regarding “Repurchase of Common Shares”).  At 
December 31, 2015, 2014 and December 31, 2013, there was $0, $0 and $0 outstanding on 
the line with $0, $0 and $0 available on the revolving line, respectively.  
 
On April 29, 2011, the Company entered into a swap agreement which enabled the Company 
to effectively lock in a fixed 4.5% interest rate on the $1,000,000 which it had drawn through 
March 31, 2011, from its $2,000,000 line of credit.  Under the terms, $1,000,000 of the 
line/note is payable over a 5 year amortization period starting on June 2, 2011 and has been 
recorded as a note payable in the accompanying financial statements. 
 
During the three months ended March 31, 2012, the Company drew down the remaining 
$100,000 that was available on the line. On May 2, 2012, the Company entered into a swap 
agreement which enabled the Company to effectively lock in a fixed 3.9% interest rate on the 
remaining $1,000,000 from its $2,000,000 line / note.  Under the terms, the remaining 
$1,000,000 of the line is payable over a 5 year amortization period starting on June 4, 2012 
and has been recorded as a note payable in the accompanying financial statements. 
 
At December 31, 2015, 2014 and 2013, there was $393,366, $812,042 and $1,213,503 
outstanding on the notes. 
 
Future Maturities of the note payable at December 31, 2015 are as follows: 

 
 Year ending December 31, 2015, 

2016 $ 303,417
2017 89,949
2018 -
2019 -
2020 -
Thereafter -
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 $ 393,366
 

NOTE 7 - DERIVATIVE FINANCIAL INSTRUMENTS 
 

In the normal course of business, the Company is exposed to certain risks related to 
fluctuations in interest rates. The Company uses a derivative contract interest rate swaps, to 
manage risks from these market fluctuations. The financial instruments used by the Company 
are straight-forward, non-leveraged instruments. The counterparties to these financial 
instruments are financial institutions with strong credit ratings. The Company maintains 
control over the size of positions entered into with any one counterparty and regularly 
monitors the credit ratings of these institutions. 
 
Interest Rate Risk 
The Company is exposed to changes in interest rates on its $2,000,000 Note payable / Line of 
Credit. In order to manage this risk, on April 29, 2011, and May 2, 2012 the Company 
entered into a five year interest rate swap agreement to manage interest costs and the risk 
associated with changing interest rates. The Company designated this interest rate swap as a 
cash flow hedge of floating rate borrowings and expects the hedge to be highly effective in 
offsetting fluctuations in the designated interest payments resulting from changes in the 
benchmark interest rate. The gains and losses on the designated swap agreement will offset 
changes in the interest rate of the $2,000,000 Note payable / line of credit, which enabled the 
Company to effectively lock in a fixed 4.5% interest rate on the $1,000,000 which it had 
drawn through March 31, 2011, and to effectively lock in a fixed 3.9% interest rate on the 
remaining $1,000,000 of the $2,000,000 Note payable / line of credit. The Company formally 
documented the effectiveness of this qualifying hedge instrument (both at the inception of the 
swap and on an ongoing basis) in offsetting changes in cash flows of the hedged transaction. 
The fair value of the interest rate swap is calculated as described in Note 8, “Fair Value of 
Financial Instruments”, taking into consideration current interest rates and the current 
creditworthiness of the counterparties or the Company, as applicable. 
 
As a result of this swap, the Company will pay interest at a fixed rate and receive payment at 
a variable rate beginning on April 29, 2011 and May 2, 2012. The swap effectively fixes the 
interest rate to 4.5% on $1,000,000 and 3.9% on the remaining $1,000,000 under the Note 
Payable, with the outstanding balance subject to the swap declining over time. The interest 
rate swaps expires on April 29, 2016 and May 2, 2017, effectively. The effective portion of 
the change in value of the swap is reflected as a component of comprehensive income and 
recognized as Interest expense, net as payments are paid or accrued. The remaining gain or 
loss in excess of the cumulative change in the present value of the future cash flows of the 
hedged item, if any (i.e., the ineffective portion) or hedge components excluded from the 
assessment of effectiveness are recognized as Interest expense, net during the current period. 
 
Under the terms, $1,000,000 of the line is payable over a 5 year amortization period starting 
on June 2, 2011 and the remaining $1,000,000 is payable over a 5 year amortization period 
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starting May 2, 2012 and have been recorded as a note payable in the accompanying financial 
statements. 

 
As of December 31, 2015, 2014 and 2013, the fair value of the Company’s derivative 
designated as hedging instruments were recorded as follows: 

  December 31, 
Balance Sheet 
Classification 

2015 
Fair Value 

2014 
Fair Value 

2013 
Fair Value 

Interest rate swap – 
 current 

 Accrued expenses and other 
current liabilities    $ 1,777 $ 5,027  $     7,497

 Interest rate swap – 
 non-current 

 Other non-current liabilities     180  1,957      6,984

  $ 1,957 $ 6,984  $   14,481
 

The effect of derivative instruments on the Consolidated Statements of Income for the year 
ended December 31, 2015, 2014 and 2013 was as follows: 

Derivatives 
Designated as 
Cash Flow 
Hedging 
Relationships 

Amount of 
Gain/(Loss) 
Recognized 

in 
Accumulated

OCL on 
Derivative 
(Effective 
Portion) 

Location of 
Gain/(Loss) 
Reclassified 

from 
Accumulated 

OCL into 
Income 

(Effective 
Portion)

Amount of 
Gain/(Loss)
Reclassified 

from 
Accumulated 

OCL 
into Income
(Effective 
Portion)

Location of 
Gain/(Loss) 

Recognized in 
Income on 
Derivative 
(Ineffective 
Portion and 

Amount 
Excluded from 
Effectiveness 

Testing) 

Amount of 
Gain/(Loss)
Recognized 
in Income 

on 
Derivative 
(Ineffective 

Portion 
and Amount 

Excluded 
from 

Effectiveness 
Testing)

 2015      
 Interest rate swap 

 
$5,027 

Interest expense, 
net $5,027 

Interest expense, 
net $ — 

 2014     
 Interest rate swap 

 
$7,497 

Interest expense, 
net $7,497 

Interest expense, 
net $ — 

 2013  

 Interest rate swap 
 

$9,058 
Interest expense, 
net $9,058 

Interest expense, 
net $ — 

 
NOTE 8 – FAIR VALUE OF FINANCIAL INSTRUMENTS 
 

The Fair Value Measurement and Disclosure Topic of FASB and ASC: 
 Defines fair value as 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, 
and establishes a framework for measuring fair value; 
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 Establishes a three-level hierarchy for fair value measurement based upon the 
transparency of inputs to the valuation as of the measurement date; 

 Expands disclosures about financial instruments measured at fair value. 
 
Financial assets and financial liabilities record on the Balance sheet at fair value are 
categorized based on the reliability of inputs to the valuation techniques as follows: 
 
Level 1: Financial assets and financial liabilities whose values are based on unadjusted 
quoted prices for identical assets or liabilities in an active market that the Company can 
access. 
 
Level 2: Financial assets and financial liabilities whose values are based on the following: 
 
Quoted prices for similar assets or liabilities in active markets; quoted prices for identical or 
similar assets or liabilities in non-active markets or Valuation models whose inputs are 
observable, directly or indirectly, for substantially the full term of the assets or liability 
 
Level 3: Financial assets and financial liabilities whose values are based on prices or 
valuation techniques that require inputs that are both unobservable and significant to the 
overall fair value measurement. These inputs may reflect our estimates of the assumptions 
that market participants would use in valuing the financial assets and financial liabilities. 
 
The following tables summarize Level 1, 2 and 3 financial assets and financial (liabilities) by 
their classification in the Statement of Financial Position: 
     
    Level 1 Level 2  Level 3                      

As of December 31, 2015 
 Interest Rate Swap   -    $  (1,957)   - 
As of December 31, 2014 
 Interest Rate Swap   -    $  (6,984)   - 
As of December 31, 2013 
 Interest Rate Swap   -    $ (14,481)   - 

 
NOTE 9 - LEASES 

 
Operating Leases - In February 2012, the Company amended and restated its lease 
agreement for 30588 San Antonio Street in Hayward. Under the amended and restated lease 
agreement the expiration of the lease term on this building was extended from August 9, 
2013, to December 31, 2016, with an option to extend the lease for another five years 
thereafter. The monthly base rent from August 10, 2013 through December 31, 2016, is 
$18,997. If the Company elects to extend the lease agreement for another five years after 
December 31, 2016, the base rent will be set at the prevailing fair market rental value, but not 
less than $18,997. 
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The future minimum lease payments for non-cancelable operating leases having remaining 
terms in excess of one year as of December 31, 2015 are as follows: 
 
 Year ending December 31  Lease Payments 
 2016 $   289,640 
 2017 - 
 2018 - 
 2019 - 
 2020 -  
 Thereafter - 

   ______________ 
 Total Minimum Lease Payments $   289,640 
     
 
The Company’s total lease payments were $288,452, $287,084 and $285,860, for the years 
ended December 31, 2015, 2014 and 2013, respectively. 

 
NOTE 10 - AGREEMENTS AND COMMITMENTS 

 
Manufacturing - Certain of the Company's products are manufactured and packaged on a 
"co-pack" or "toll-pack" basis by third parties at agreed upon prices.  The agreements with 
the co-packers have terms of one year and allow for periodic price adjustments.  These 
agreements generally allow for either party to give a two months cancellation notice. 
 
401(K) Profit Sharing Plan - The Company has a 401(K) profit sharing plan and trust that 
covers all employees.  The Company matches 50% up to a maximum of 7% deferral.  Any 
employees who are employed by the Company during a six consecutive month period and 
have reached age 21 are eligible to participate in the plan.  The plan became effective 
January 1, 1993 and has a plan year of January 1 through December 31.  During 2015, 2014 
and 2013, Company matching contributions to the plan expensed were $76,637, $68,898 and 
$64,224, respectively. 

 
NOTE 11 - INCOME TAXES 
 

The Company accounts for income taxes in accordance with FASB ASC Topic 740, 
Accounting for Income Taxes; which requires the Company to provide a net deferred tax 
asset or liability equal to the expected future tax benefit or expense of temporary reporting 
differences between book and tax accounting and any available operating loss or tax credit 
carryforwards.  At December 31, 2015, 2014 and 2013, the total of all deferred tax assets was 
$96,701, $98,715 and $78,956, respectively, and the total of the deferred tax liabilities was 
$172,257, $44,931 and $45,197, respectively.  The amount of and ultimate realization of the 
benefits from the deferred tax assets for income tax purposes is dependent, in part, upon the 
tax laws in effect, the Company’s future earnings, and other future events, the effects of 
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which cannot be determined. 
 
The temporary differences, tax credits and carryforwards gave rise to the following deferred 
tax asset at December 31, 2015, 2014 and 2013: 
 
  2015 2014 2013         
 Inventory 263A adjustment $ 25,439 $ 38,041 $ 29,370 
 Reserve for accrued vacation  71,262  60,674  49,586         
  Net current tax assets $ 96,701 $ 98,715 $ 78,956         
  
 Excess of book over tax depreciation $ (172,981) $ (47,515) $ (50,555) 
 Other  724  2,584  5,358         
    Net long term tax assets (Liability)  (172,257)  (44,931)  (45,197)         
  Net deferred tax asset $ (75,556) $ 53,784 $ 33,759         
 
Management estimates that the Company will generate adequate net profits to use the 
deferred tax assets, consequently, a valuation allowance has not been recorded. 
 
The components of income tax expense (benefit) from continuing operations for the years 
ended December 31, 2015, 2014, and 2013 consist of the following: 
   
 2015 2014 2013         
 Current income tax expense (benefit): 
 Federal $   1,690,602 $ 1,728,779 $ 1,342,345  
 State  548,052 493,591 447,831  
        
 Current tax expense $ 2,238,654 $ 2,222,370 $ 1,790,176          
  
Deferred tax expense (benefit) arising from: 
 Excess of tax over financial  
    accounting depreciation $ 125,465 $ (3,040) $ 150,602  
 Reserve for accrued vacation  (10,587) (11,087) (1,471)  
 Inventory 263A adjustment 12,602 (8,672) (3,747) 
        
 Net deferred tax (benefit) $ 127,480 $    (22,799) $ 145,384          
 
Deferred income tax expense / (benefit) results primarily from the reversal of temporary 
timing differences between tax and financial statement income.  
 
The Company files U.S. federal, and California state income tax returns, and we are 
generally no longer subject to tax examinations for years prior to 2009 for U.S. federal and 
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U.S. states tax returns.  
 
A reconciliation of income tax expense at the federal statutory rate to income tax expense at 
the company’s effective rate is as follows at December 31, 2015, 2014 and 2013: 
 2015 2014 2013         
 Computed tax at expected statutory rate $ 2,175,071 $ 2,055,894 $ 1,789,831 
 State and local income taxes, 
    net of federal benefit  373,242  352,791  307,135 
 Non-deductible expenses   15,832  10,103  8,353 
 Manufacture tax credits  (168,960)  (173,590)   (134,862) 
 Deduction for options exercised  -   -  (7,310) 
 Other Items  2,023  3,474  2,025 
 Research & development tax credit  (31,074)  (49,101)  (29,612)  

 Income tax expense  $2,366,134   $ 2,199,571  $ 1,935,560   
 
NOTE 12 - EARNINGS PER SHARE  

 

The following data shows the amounts used in computing earnings per share and the effect 
on income and the weighted average number of shares of potential dilutive common stock for 
the years ended December 31, 2015, 2014 and 2013: 

 2015 2014 2013         
 Net income   $ 4,031,138 $ 3,847,176 $ 3,328,365         
 Weighted average number of common  
    shares outstanding used in basic  
  earnings per share. 32,065,645 32,065,645 32,052,768   
 
 Effect of dilutive securities: Stock Options - - 32,325          
 Weighted number of common shares  
    and potential dilutive common shares 
    outstanding used in dilutive earnings per 
    share  32,065,645 32,065,645 32,085,093          

 
For the year ended December 31, 2015, 2014 and 2013, the Company had no options that 
were not included in the computation of diluted earnings per share.  

 
NOTE 13 - STOCKHOLDERS' EQUITY 

 
Preferred Stock - The Company is authorized to issue 10,000,000 shares of no par value 
preferred stock with such rights and preferences and in such series as determined by the 
Board of Directors at the time of issuance.  No shares are issued or outstanding as of 
December 31, 2015, 2014 and 2013. 
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Common Stock Issuances – During 2013, the Company issued 50,000, shares of stock at 
$0.723 per share, upon exercise of stock options under the 2002 stock option plan.  
 
Dividends - During the years ended 2015, 2014 and 2013 the Company paid total dividends 
of $2,340,792, $2,116,333 and $1,282,024, respectively, none of which were considered a 
liquidating dividend. 

Treasury Stock – During 2011, the Board of Directors has authorized the Company to 
repurchase up to $2,500,000 of the Company’s Common Stock at market prices. The amount 
and timing of the shares to be repurchased are at the discretion of management. During the 
years ended December 31, 2015, 2014, 2013, 2012, and 2011, 0, 0, 0, 631,736 and 2,425,799 
common shares, at $0.70 to $0.94 per share at an aggregate cost of $2,360,764, were 
repurchased under this program. At December 31, 2015, the Company is authorized to 
repurchase an additional $105,706 worth of the Company’s common stock. 
 
Stock Options – During the year ended December 31, 2013, the Company received $36,150, 
upon the exercise of awards and realized a tax benefit of $7,310, due to the exercise of 
options.  The total intrinsic value of options exercised during the year ended December 31, 
2013 was $18,350.  Intrinsic value is measured using the fair market value at the date of 
exercise for shares exercised.  
 
At December 31, 2015, 2014 and 2013 there were no stock options granted or outstanding. 

 
NOTE 14 - SIGNIFICANT CUSTOMERS / CONCENTRATION  

 
The Company’s products are marketed by a network of food brokers and sold to retail, 
foodservice, club-type stores, and industrial accounts.  The Company’s products are sold by 
the Company and through distributors.    
 
The Company had two customers who accounted for 64%, and 21% of outstanding 
receivables at December 31, 2015. The Company had two customers who accounted for 55% 
and 29% of outstanding receivables at December 31, 2014, and 62%, and 15%, at December 
31, 2013. 
  
During the years ended December 31, 2015, 2014 and 2013, 56%, 54% and 54% of the 
Company’s total gross sales were handled by a non-exclusive national distributor.   
 
During the years ended December 31, 2015, 2014 and 2013 Asian sales amounted to 10%, 
13% and 11%, of the Company’s total gross sales. 
 
The Company’s food brokers are paid commissions ranging from 2% to 5% of sales 
depending on products sold and selling price.  The following table lists the total gross sales 
from continuing operations through each of the Company’s top three brokers: 
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 2015 2014 2013         
 Broker A $5,681,529   $5,004,319  $4,837,541 
 Broker B   4,072,814   3,690,965  3,383,531 
 Broker C    2,906,654   2,615,117  2,388,288 

  
NOTE 15 – SUBSEQUENT EVENT 
 

The Company’s management has reviewed all material events through the date of this report.  
 
On January 29, 2016, the Company paid out $609,248 for regular cash dividends which the 
Company’s Board of Directors declared on December 3, 2015 payable to shareholders of 
record on January 4, 2016. 
 
On March 3, 2016, the Company’s Board of Directors declared a regular cash dividend of 
$0.019 per share that is payable on or about April 29, 2016 to shareholders of record on April 
1, 2016. 
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SUPPLEMENTAL INFORMATION 

I. SAFE HARBOR 
This supplemental information contains forward-looking statements within the meaning 
of U.S. securities laws, including statements regarding the Company’s goals and growth 
prospects. These forward looking statements are subject to certain risks and uncertainties 
that could cause the actual results to differ materially from those projected, including 
general economic conditions, fluctuations in customer demand, competitive factors such 
as pricing pressures on existing products, and the timing and market acceptance of new 
product introductions, the Company’s ability to achieve manufacturing efficiencies 
necessary for profitable sales at current pricing, and the risk factors listed from time-to-
time in the Company’s annual and quarterly reports. The Company assumes no obligation 
to update the information included in this supplemental information, except as required 
by law. 

 

II. DIVIDENDS DECLARED ON COMMON STOCK 
Through December 31, 2015, the Company has declared 63 consecutive quarterly 
dividends: 

i. Q4 2015 = 1.900 cents 
ii. Q3 2015 = 1.900 cents 

iii. Q2 2015 = 1.800 cents 
iv. Q1 2015 = 1.800 cents 
v. Q4 2014 = 1.800 cents 

vi. Q3 2014 = 1.800 cents 
vii. Q2 2014 = 1.600 cents  

viii. Q1 2014 = 1.600 cents 
ix. Q4 2013 = 1.600 cents 
x. Q3 2013 = 1.400 cents 

xi. Q2 2013 = 1.400 cents 
xii. Q1 2013 = 1.200 cents 

xiii. Q4 2012 = 1.200 cents 
xiv. Q3 2012 = 2.400 cents 
xv. Q2 2012 = 1.200 cents 

xvi. Q1 2012 = 1.200 cents 
xvii. Q4 2011 = 1.200 cents 

xviii. Q3 2011 = 1.200 cents 
xix. Q2 2011 = 1.000 cents 
xx. Q1 2011 = 1.000 cents 

xxi. Q4 2010 = 1.000 cents 

xxii. Q3 2010 = 1.650 cents 
xxiii. Q2 2010 = 0.825 cents 
xxiv. Q1 2010 = 0.825 cents 
xxv. Q4 2009 = 1.650 cents 

xxvi. Q3 2009 = 0.750 cents 
xxvii. Q2 2009 = 0.750 cents 

xxviii. Q1 2009 = 0.750 cents 
xxix. Q4 2008 = 0.750 cents 
xxx. Q3 2008 = 0.750 cents 

xxxi. Q2 2008 = 0.750 cents 
xxxii. Q1 2008 = 0.750 cents 

xxxiii. Q4 2007 = 1.373 cents 
xxxiv. Q3 2007 = 0.625 cents 
xxxv. Q2 2007 = 0.625 cents 

xxxvi. Q1 2007 = 0.625 cents 
xxxvii. Q4 2006 = 1.875 cents 

xxxviii. Q3 2006 = 0.625 cents 
xxxix. Q2 2006 = 0.625 cents 

xl. Q1 2006 = 0.625 cents 
xli. Q4 2005 = 3.050 cents* 

xlii. Q3 2005 = 0.500 cents* 

xliii. Q2 2005 = 0.500 cents* 
xliv. Q1 2005 = 0.500 cents* 
xlv. Q4 2004 = 1.500 cents* 

xlvi. Q3 2004 = 0.500 cents* 
xlvii. Q2 2004 = 0.500 cents* 

xlviii. Q1 2004 = 0.500 cents* 
xlix. Q4 2003 = 1.000 cents* 

l. Q3 2003 = 0.500 cents* 
li. Q2 2003 = 0.500 cents* 

lii. Q1 2003 = 0.500 cents* 
liii. Q4 2002 = 0.500 cents* 
liv. Q3 2002 = 0.500 cents* 
lv. Q2 2002 = 0.500 cents* 

lvi. Q1 2002 = 0.500 cents* 
lvii. Q4 2001 = 1.800 cents* 

lviii. Q3 2001 = 0.500 cents* 
lix. Q2 2001 = 0.500 cents* 
lx. Q1 2001 = 0.500 cents* 

lxi. Q4 2000 = 0.300 cents* 
lxii. Q3 2000 = 0.250 cents* 

lxiii. Q2 2000 = 1.250 cents* 

 
*Adjusted for the impact from all related splits to date. 
 

III. NATURE OF ISSUER’S BUSINESS 

a. Business Development 
Armanino Foods of Distinction, Inc. (the "Company"), is a Colorado corporation 
incorporated in 1986 operating on a calendar year-end basis. 
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Since August 2005, the Company’s Common Stock has been quoted on the OTC 
Markets Quotation Service.  Prior to August 2005 the Company’s common stock 
was traded on NASDAQ, but the Company decided to deregister itself from 
NASDAQ.  Although following deregistration the Company is not required to file 
Securities and Exchange Commission Forms 10 KSB, 10 QSB, 8 K and proxy 
statements, the Company continues to have its financial statements audited and 
has made its quarterly and annual financial and other information publicly 
available. 
 
In September 2010 the Company’s board of directors authorized $1,000,000 for 
the repurchase and retirement of shares of the Company’s common stock.  Since 
that time, the Company’s board of directors authorized an additional $1,000,000 
and $500,000 in May 2011 and December 2011, respectively, bringing the total 
amount authorized for the stock repurchase program to $2,500,000.  As of 
December 31, 2015 the Company has acquired a total of 3,102,135 shares of its 
common stock at an aggregate purchase price of $2,394,294.  The total number of 
shares repurchased represents approximately 9% of the Company’s common 
shares outstanding before the stock repurchases.  The Company funded its stock 
repurchase program mainly through a $2,000,000 line of credit which it entered 
into with a financial institution back in September 2010, with the remaining 
balance being funded through cash reserves.  As of December 31, 2015, the 
Company has drawn $2,000,000 from its line of credit. 
 
During the year ending December 31, 2015, the Company purchased a total of 
$908,428 in property and equipment, and leasehold improvements for the 
manufacturing plant. 
 
The Company was not party to any material legal proceedings or administrative 
actions in 2015, and is not now a party to any material legal proceedings or 
administrative actions. 
 

b. Business of Issuer 
The Company is currently engaged in the production and marketing of upscale 
and innovative frozen and refrigerated food products, including pesto and other 
sauces, stuffed pasta products, and cooked meat products.  Its SIC code is 2030. 
The Company is not now, nor has it ever been a shell company.  The Company 
has a wholly-owned but dormant subsidiary, AFDI, Inc., which was incorporated 
in May 1995. 
 
The Company’s current manufacturing operations are regulated by the United 
States Department of Agriculture ("USDA") as well as state and local authorities.  
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The Company is subject to various regulations with respect to cleanliness, 
maintenance of food production equipment, food handling and storage, and is 
subject to onsite inspections by federal, state and local regulatory agencies. Under 
various statutes and regulations, the regulatory agencies prescribe requirements 
and establish standards for quality, purity and labeling.  The finding of a failure to 
comply with one or more regulatory requirements can result in a variety of 
sanctions, including the stopping of production, monetary fines and/or the 
compulsory recall of products.  However, with respect to products not 
manufactured by the Company, the Company believes that in the event any such 
violations were found to exist, the Company could seek compensation from the 
manufacturer of the cited product or products since the manufacturer is 
responsible for processing, manufacturing, packaging and labeling such products.  
Nevertheless, there can be no assurance that the Company would be successful in 
recovering such compensation. 
 
The Company is certified by the British Retail Consortium (BRC) Global 
Standards for Food Safety.  This certification program is recognized worldwide 
and is often a fundamental requirement of the Company’s existing and 
prospective customers.  The certification process entails an independent annual 
audit of the Company’s food safety systems, standards, processes, and controls.  
Currently, the Company holds a distinguished “A” rating on its BRC certification.  
 
The Company expenses research and development costs for the development of 
new products as incurred. Included in general and administrative expense at 
December 31, 2015, 2014 and 2013 are $11,714, $54,006 and $6,763, 
respectively, of research and development costs. These costs are not borne 
directly by customers. 
 
The Company believes that it is in compliance with environmental laws (federal, 
state and local).  The costs and effects of this compliance is not readily 
determinable at this time and is embedded within the Company’s regular 
operating costs. 
 
As of December 31, 2015, the Company employed 45 persons on a full time basis 
and 0 on a part time basis. 
 

IV. NATURE OF PRODUCTS OR SERVICES OFFERED 

a. Principal Products 
The Company's line of frozen products presently includes pesto sauces, stuffed 
pastas and pasta sheets, as well as value-added specialty Italian pastas, and 
cooked meat products. These products are marketed through a network of food 
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brokers and sold to retail and foodservice distributors, club-type stores and 
industrial accounts.  The products and these labels are identified as such in each 
product's category described below. 

 
The Company presently markets a line of pesto sauces which are available in 
several varieties: Basil, Classic Ligurian Basil, Cilantro, Dried Tomato-Garlic, 
Roasted Red Bell Pepper, Artichoke, and Chipotle, Roasted Garlic, as well as a 
white sauce and a mushroom sauce, all of which are packaged under the 
Armanino label. The Basil pesto sauce is available to the Company's retail, 
foodservice and industrial customers, and the Roasted Garlic, Dried Tomato 
Garlic, Roasted Red Bell Pepper, Cilantro, Classic Ligurian Basil, Artichoke and 
Chipotle pesto sauces and the white and mushroom sauces are available to 
foodservice industrial customers, only.  In addition, the Company makes organic 
Basil Pestos available to the Company’s foodservice customers. 

 
The Company markets several lines of frozen pastas, namely stuffed pastas and 
pasta sheets, cooked and uncooked.  The Company's line of frozen stuffed pastas, 
both cooked and uncooked, includes meat, butternut squash, cheese ravioli and 
jumbo cheese, jumbo mushroom ravioli; jumbo cheese/spinach green dough 
ravioli; cheese raviolini; meat filled, tri-color cheese and cheese tortellini; and tri-
color cheese,, manicotti and stuffed shells. The meat and cheese ravioli and tri-
color and cheese tortellini are available to the Company's retail and foodservice 
customers. The afore-mentioned stuffed pasta products, as well as potato gnocchi 
are available to the Company's foodservice customers only. All of these products 
are sold under the Armanino brand label. 

 
The Company also sells cooked beef and turkey meatballs, and cheese shakers 
under the Armanino label.  These products are only available to retail customers. 

b. Distribution and Marketing. 
The Company's products are marketed through a network of food brokers and 
sold to retail, foodservice, and industrial accounts.  The Company’s food brokers 
are paid commissions ranging from 2% to 5% of sales depending on products sold 
and selling price.  The following table lists the total gross sales from continuing 
operations through each of the Company’s top three brokers: 
 

 December 31, 
   
  2015 2014 2012 
       
 Broker A $5,681,529 $5,004,319 $4,837,541 
 Broker B 4,072,814 3,690,965 3,383,531 
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 Broker C 2,906,654 2,615,117 2,388,288 
 

The loss of brokers who represent a significant amount of sales could have a 
materially adverse effect on the business of the Company.  However, the 
Company believes that once brokers have established accounts with customers 
such as supermarket chains, the termination of a broker will not generally affect 
sales to such customers when another broker serving the area is available, or the 
Company is able to take over marketing responsibilities. 

c. New Products 
The Company has a full time Research & Development department that 
continually explores the addition of sauces, sandwich spreads/dressings and 
stuffed pasta products to enhance the foodservice and retail lines of products in 
the future. 
 

d. Competitive Business Conditions 
 The Company faces substantial competition in its business.  Because many of the 

Company's products are sold frozen, they have a relatively shorter shelf life and 
are more expensive than many competing dried products and products packed in 
cans or jars.  Although these types of competing products are marketed by some 
companies which have significantly greater financial and other resources than 
those of the Company, including advertising budgets, the Company markets its 
products on the basis of quality and natural ingredients rather than price. 

 
 With respect to other frozen food manufacturers, the Company believes that its 

products are highly competitive with other frozen products in pricing and quality.  
However, the Company faces stiff competition in the area of ongoing promotional 
support, and the Company often finds it difficult to convince new accounts to 
change their established suppliers.  The Company may also face competition from 
future entrants into the industry. 

 
 There is no assurance that the Company's products will meet with public 

acceptance in new markets.  The Company believes that it has achieved name 
recognition nationally with emphasis in the West Coast Region.  

 
e. Sources and Availability of Raw Materials 

 The Company primarily uses basil, vegetables, canola oil, eggs, dairy products, 
cooked and uncooked meat, dried tomatoes, bread crumbs, flour, garlic, herbs and 
spices in the production of its products. It is the Company’s opinion that there are 
ample supplies of these raw materials available in the marketplace. Although the 
Company’s main product ingredient, basil, is obtained from a single supplier, the 
Company believes that supplier has access to basil from multiple source locations 
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and has significant volumes of inventory available to supply the Company’s 
demand.  The Company entered into a long term supply agreement that assesses a 
secondary source of supply of basil that provides the Company with additional 
assurance of a continuity of supply of basil that meets the Company’s 
specifications. 

 
 Energy costs continue to fluctuate due partly to political unrest in various 

countries.  This trend increases the inherent risk of rising costs in all of the 
Company’s raw materials.  Further, the continued worldwide trend in higher 
demand for grain based fuels is an additional factor which is also driving the cost 
of certain raw materials and supplies higher including food oils, flour, and plastic 
packaging products. 

 
 The Company is closely managing risks associated with raw material shortages 

and price increases through several methods.  In some instances, the Company has 
entered into long term contracts (i.e., up to one year) to purchase certain raw 
materials at fixed quantities and/or fixed prices.  It is also carefully managing its 
operational practices to minimize the impact from higher fuel costs. 

 
f. Major Customers 

The Company had two distributor customers who accounted for 64% and 21% of 
outstanding receivables at December 31, 2015, and 55% and 29% at December 
31, 2014, and 62% and 15% at December 31, 2013. 

 
 During the years ended December 31, 2015, 2014 and 2013, 56%, 54%, and 54% 

of the Company’s total gross sales were handled by a non-exclusive national 
distributor.   

 
 During the years ended December 31, 2015, 2014 and 2013 sales to the 

Company’s distributor in Asia amounted to 10%, 13%, and 11% of the 
Company’s total gross sales. 

 
 The loss of distributors who represent a significant amount of sales could have a 

materially adverse effect on the business of the Company.  However, the 
Company believes that once distributors have established accounts with 
customers such as supermarket chains, the termination of a distributor will not 
generally affect sales to such customers when another distributor serving the area 
is available, or the Company is able to take over marketing responsibilities. 

 
g. Patents, Copyrights and Trademarks 

 Although the Company's processes, formulas and recipes are not subject to patent 
or copyright protection, the Company treats these as proprietary and uses 
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confidentiality agreements as appropriate in an attempt to protect such processes, 
formulas and recipes as trade secrets. To date, the Company has not encountered 
any difficulties in keeping its processes, formulas and recipes confidential, and 
has not been required to enforce its confidentiality agreements. 

 
 The Company uses the name "Armanino" in a stylized rendition as a trademark 

for most of its products.  
 

h. Government Regulations 
 The Company's current manufacturing operations are regulated by the United 

States Department of Agriculture ("USDA") as well as state and local authorities.  
The Company is subject to various regulations with respect to cleanliness, 
maintenance of food production equipment, food handling and storage, and is 
subject to onsite inspections by federal, state, and local regulatory agencies. 
Under various statues and regulations, the regulatory agencies prescribe 
requirements and establish standards for quality, purity and labeling.  The finding 
of a failure to comply with one or more regulatory requirements can result in a 
variety of sanctions, including the stopping of production, monetary fines and/or 
the compulsory recall of products.  However, with respect to products not 
manufactured by the Company, the Company believes that in the event any such 
violations were found to exist, the Company could seek compensation from the 
manufacturer of the cited product or products since the manufacturer is 
responsible for processing, manufacturing, packaging and labeling such products.  
Nevertheless, there can be no assurance that the Company would be successful in 
recovering such compensation. 

 
V. NATURE AND EXTENT OF ISSUER’S FACILITIES 

 The Company leases approximately 24,375 square feet of office, production and 
warehouse space located at 30588 San Antonio Street, Hayward, California, 94544.  Rent 
on this building increased to $18,997 on August 10, 2012, from $18,624 in year before 
then.  The lease was set to expire on August 9, 2013; however, in February 2012, the 
Company negotiated an extension of the terms to December 31, 2016.  Under the 
amended and restated lease agreement, the monthly base rent on the building is $18,997.  
In addition to the base rent the Company is required to pay all utilities and expenses, 
maintain insurance on the property and pay any increases in real estate taxes on the 
property.  The Company has an option to extend the amended agreement for another five 
years at a base rent equal to the prevailing fair market rental value at that time, but not 
less than $18,997. 

 
 The Company also leases approximately 7,408 square feet of additional office and 

warehouse space located at 30641 San Antonio Street, Hayward, California, 94544.  The 
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monthly rent on this facility increased to $5,140 on January 1, 2016, from $5,032 the year 
before then.  In October 2012, the Company renegotiated an extension of the lease terms 
on this building to December 31, 2016.  Under the amended and restated lease agreement 
the monthly base rent was $3,408 starting January 1, 2013, through December 31, 2013, 
and increases by approximately 3% each January 1st.  In addition to the base rent the 
Company is required to pay $1,417 per month for CAM and HVAC expenses.  The 
Company is also responsible to pay for utilities, insurance, as well as its pro rata portion 
of any increase in real estate taxes on the property. 

 
 As of December 31, 2015, the Company owned all of its manufacturing equipment 

except for a Co2 tank.  All of the Company’s pesto sauces, and most of its ravioli and 
tortellini products, are manufactured in its production facility.  The annual production 
rate of products varies as does the capacity of the equipment, depending on the type of 
product being produced. The Company believes that its equipment has sufficient capacity 
to meet its production needs for at least the next twelve months.  Other products 
manufactured by outside sources (co-packers) are produced on a "co-pack" or 
"completed-cost" basis, except for the cost of branded packaging and labeling which are 
borne by the Company.   

 
 With regard to the production of frozen pesto sauces and pasta products at the Company's 

own facilities, the Company is responsible for the supervision of its own quality 
assurance measures and has employed in-house quality control personnel to assure that 
the Company's processing and sanitation compliances are met. The Company also 
performs process analysis as well as microbiological analysis and nutritional calculations 
of its in-house production, and uses a Modesto, California laboratory firm to assist in this 
testing, as needed. The Company completed its Hazard Analysis and Critical Control 
Points ("HACCP") program, required by USDA regulations. The Company implemented 
this program subsequent to receiving approval of the program by the USDA in January 
1999. In addition to the Company's HACCP program, the Company has had in place 
since 1996, a Recall Plan. This plan is updated, as needed or warranted, and mock recalls 
are performed on a periodic basis.  As previously mentioned, the Company is certified by 
the BRC Global Standards for food safety with a distinguished “A” rating. 

 
 With regard to co-packers, those outside manufacturers make their own arrangements to 

purchase and inspect raw materials, schedule actual production, and initiate movement of 
all finished goods to a warehouse designated by the Company.  Quality assurance is 
monitored continually by the manufacturer during processing for temperature, color, 
flavor, consistency, net weight and integrity of packaging. 

 
VI. NAME OF CHIEF EXECUTIVE OFFICER, MEMBERS OF THE BOARD OF 

DIRECTORS, AS WELL AS CONTROL PERSONS 
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a. Officers and Directors 

Name Business Address Positions and Offices Held and Term as a Director 
Edmond J. Pera 30588 San Antonio Street 

Hayward, CA 94544 
President and Chief Executive Officer since February 
2009.  Also, Secretary, Treasurer until February 2009, 
and Director since August 2000. Served as Chief 
Operating Officer (Principal Financial Officer) from 
May 2003 to February 2009. 

Douglas R. 
Nichols 

30588 San Antonio Street 
Hayward, CA 94544 

Chairman of the Board since February 2009.  Previously 
served as Director since June 2001. 

John Micek, III 30588 San Antonio Street 
Hayward, CA 94544 

Director since February 1988. 

David B. Scatena 30588 San Antonio Street 
Hayward, CA 94544 

Director since February 1988 and Vice Chairman of the 
Board since February 1999. 

Joseph F. Barletta 30588 San Antonio Street 
Hayward, CA 94544 

Director since December 1999. 

Patricia A. 
Fehling 

30588 San Antonio Street 
Hayward, CA 94544 

Director since December 2004 

Deborah 
Armanino 
LeBlanc 

30588 San Antonio Street 
Hayward, CA 94544 

Director and Secretary since February 2009  

 
Set forth below are the names of all Director and Executive Officers of the 
Company, all positions and offices with the Company held by each such person, the 
period during which he has served as such, and the principal occupations and 
employment of such persons during at least the last five years: 

 
EDMOND J. PERA, PRESIDENT, CHIEF EXECUTIVE OFFICER AND 
DIRECTOR.  Prior to becoming President and Chief Executive Officer in February 
2009, Mr. Pera had been Secretary and Treasurer of the Company since March 
2000, was a Director since August 2000, and since May 2003, had served as Chief 
Operating Officer and Principal Financial Officer of the Company.  From March 
2000 to April 30, 2003, Mr. Pera served as Chief Financial Officer.  From 1991 to 
April 2003, Mr. Pera was the sole owner of Pera Management Consulting, a 
consulting firm specializing in start-ups, restructuring and reorganization, finances, 
etc. The consulting service consisted of Mr. Pera being a part time CEO or CFO of 
various businesses.  From 1999 to February 2000, Mr. Pera was a consultant to the 
Company in the area of finance and shareholder relations.  From 1982 to 1991, Mr. 
Pera was President and CEO of Advanced Communications, which manufactured 
and marketed electronic mail equipment.  From 1967 to 1982, Mr. Pera was 
employed by Levi Strauss & Company, a leading manufacturer of clothing apparel, 
where he served in increasingly responsible positions, the latter of which was 
Division General Manager of Levi's Canada/Latin American division.  Mr. Pera 
received a Bachelor of Science Degree in Commerce from Santa Clara University 
in Santa Clara, California in 1962.  Mr. Pera currently devotes substantially all of 
his time to the business of the Company.  Armanino shares beneficially owned: 
450,000 shares of Armanino common stock. 
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DOUGLAS R. NICHOLS, CHAIRMAN OF THE BOARD.  Prior to becoming 
Chairman of the Board in February 2009, Mr. Nichols had been a Director since 
June 2001.  Since March 1991, Mr. Nichols has served as President of First London 
Securities Corporation, a FINRA member firm providing investment banking 
services.  From 1989 to 1991, Mr. Nichols was a Vice President with the Dallas, 
Texas office of Smith Barney, and from 1986 to 1989, was a broker with the Dallas 
branch of Shearson Lehman Brothers.  In addition, Mr. Nichols is President of 
DGN Securities which owns 100% of First London Securities Corporation.  Mr. 
Nichols received his Bachelor of Arts degree from Allegheny College in 1974 and 
received his license as a Certified Public Accountant in Pennsylvania in 1980, 
however, his license is not current at this time.  Armanino shares beneficially 
owned: 1,423,004 shares of Armanino common stock. 
 
JOHN J. MICEK III, DIRECTOR.  Mr. Micek has been a Director of the Company 
since February 1988.  He also served as a director of the Company's wholly owned 
subsidiary from May 1987 until it was merged into the Company in December 
1990, and was a Vice President of the Company from September 1989 to December 
1993.  From February 1988 to December 31, 1988, he served as General Counsel 
and Chief Financial Officer for the Company, and served in these capacities for the 
Company's wholly owned subsidiary from May 1987 to December 31, 1988.  From 
July 1997, Mr. Micek served as Chief Operating Officer for Protozoa, Inc. in San 
Francisco, California.  From April 1994 to February 1997, Mr. Micek was General 
Counsel for Enova Systems, Inc. in San Francisco, California.  From January 1989 
to March 1994, Mr. Micek practiced law and served as a consultant to the Company 
on corporate finance matters.  From September 1998 to May 2004, Mr. Micek was 
President of Universal Assurors, Inc., a member company of Universal Group, Inc., 
a midwest group of insurance companies.  Since April 2001, he has also been 
managing director of Silicon Prairie Partners, L.P., a venture fund.  He also serves 
as a director of Universal Group, Inc., UTEK Corporation of Tampa, Florida, and 
Enova Systems, Inc.  He received a Bachelor of Arts degree in History from the 
University of Santa Clara in 1974 and a Juris Doctorate from the University of San 
Francisco School of Law in 1979.  Armanino shares beneficially owned: 142,960 
shares of Armanino common stock. 
 
DAVID B. SCATENA, VICE CHAIRMAN OF THE BOARD.  Mr. Scatena has 
been Vice Chairman of the Board since February 1999, and has been a Director of 
the Company since February 1988.   He was also a Director of the Company's 
wholly owned subsidiary from January 1987, until it was merged into the Company 
in December 1990.  He also served as Treasurer of the Company from February 
1988 to January 1989, and of its wholly owned subsidiary from January 1987 to 
January 1989.  He is Managing Partner of Polly, Scatena, Vasheresse & May, a 
Certified Public Accounting firm in San Mateo, California, where he has practiced 
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as a Certified Public Accountant for over 30 years.  Mr. Scatena received a 
Bachelor of Science Degree from the University of San Francisco in 1964.  
Armanino shares beneficially owned: 8,280 shares of Armanino common stock. 
 
JOSEPH F. BARLETTA, DIRECTOR.  Mr. Barletta has been a Director since 
December, 1999. Mr. Barletta previously served as a Director of the Company from 
February 1988 until May 1994, and of its wholly owned subsidiary from May 1987 
until it was merged into the Company in December, 1990.  Mr. Barletta is a 
counselor and business consultant located in Napa Valley, California. He has served 
as chief executive officer or chief operating officer of six companies in the media 
industry and has also served on the boards of over 20 commercial and not-for-profit 
corporations.  He was a member of the San Francisco mayor's Fiscal Advisory 
Committee, was Chairman of the Human Resources Committee of the American 
Newspaper Publishers Association, served as a Public Utilities Commissioner of the 
City and County of San Francisco, and as a United States Senior Associate 
Independent Counsel in Washington, D.C. assisting two U.S. Independent Counsels 
in their investigations.  Mr. Barletta received a Bachelor of Arts Degree from 
Marietta College in 1959 and a Juris Doctorate from Duquesne University School 
of Law in 1963.  Armanino shares beneficially owned: 0 shares of Armanino 
common stock. 
 
PATRICIA A. FEHLING, DIRECTOR. Mrs. Fehling has been a Director since 
December 2004. Since 1983, Mrs. Fehling has been the owner of Fehling and 
Associates  Food Industry Consultants. During Mrs. Fehling's 37 years in the food 
industry, she has taught product development seminars for the University of 
California at Davis and other universities in addition to conducting product 
development for food firms throughout the United States and abroad. Mrs. Fehling 
is a member and active in the National Institute of Food Technologists. She is a 
member of the Lodi Salvation Army Advisory Board and Culinary Board, and is a 
Red Cross Disaster Captain.  Mrs. Fehling has studied abroad and has received a 
Bachelor of Science, Food Science and Technology from the University of 
California at Davis in 1967.  Armanino shares beneficially owned: 100,000 shares 
of Armanino common stock. 

 
DEBORAH ARMANINO-LEBLANC, DIRECTOR.  Mrs. Armanino-LeBlanc was 
elected to the Board of Directors in February 2009.  She has been employed by 
Armanino Foods since February 1988 serving in various capacities.  Currently, Mrs. 
Armanino-LeBlanc is Director of Sales for the Company.  Armanino shares 
beneficially owned: 974,044 shares of Armanino common stock. 
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(a) Represents automobile expense reimbursements. 
 

b. Legal/Disciplinary History -- None 

c. Disclosure of Family Relationships -- There is currently no family relationship 
between any Director or Executive Officer of the Company. 

d. Disclosure of Related Party Transactions – During the years ended December 31, 
2015, 2014 and 2013, the Company paid accounting fees of $9,565, $9,245 and 
$8,395, respectively to a company controlled by a director/shareholder.  Services 
provided by this accounting firm are in the area of tax preparation and related 
services, management and business consulting.  No audit services were provided 
by this company. 

e. Disclosure of Conflicts of Interest – None; however, refer to item “d” above 
regarding related party transactions. 

VII. BENEFICIAL OWNERS 

The Company is not aware of any shareholders who beneficially own more than 5% of its 
common stock.  

  

Calendar
Year 

(to date)

12/31/2015 $200,000 $150,000 $- $- $- $- $-

12/31/2014 $200,000 $150,000 $- $- $- $- $-

12/31/2013 $200,000 $125,000 $- $- $- $- $-

12/31/2015 $126,000   $85,000 $9,600(a) $- $- $- $-

12/31/2014 $157,600 $85,000 $9,600(a) $- $- $- $-

12/31/2013 $152,145 $- $9,600 (a) $- $- $- $-

Deborah Armanino- 
LeBlanc, Director of 
Sales

Name and Principal
Position Salary Bonus

Other Annual
Compensation

Restricted 
Stock 

Awards

Securities/Unde
rlying Options 
SARs (Number)

LTIP
Payouts 

All Other 
Compensation

Edmond J. Pera, 
CEO since February 
2009; previously 
Secretary, 
Treasurer, Chief 
Operating Officer 
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VIII. MANAGEMENT’S DISCUSSION AND ANALYSIS 

a. Liquidity and Capital Resources 
The Company is confident about its ability to generate positive cash flow from 
operations during the next twelve months.  In combination with its cash and 
investment balances at December 31, 2015 the Company is expected to have 
sufficient capital to fund its cash needs for the next twelve months. 
  
In 2010 and 2011, the Company’s Board of Directors approved a plan for the 
Company to repurchase shares of its common stock expending up to $2,500,000.  
Since the inception of the plan through December 31, 2015, the Company has 
acquired a total of 3,102,135 shares of its common stock at an aggregate purchase 
price of $2,394,294.  The total number of shares repurchased represents 
approximately 9% of the Company’s common shares outstanding before the stock 
repurchases began.  No common stock was repurchased during the year ended 
December 31, 2015.  Although the Company has not repurchased any common 
stock under the plan since 2012, it is still authorized to repurchase an additional 
$105,706 worth of the Company’s common stock under the plan as of December 
31, 2015. Any additional repurchases will be made at the discretion of 
management from time to time in compliance with Rule 10b-18 under the 
Securities Exchange Act of 1934.  If purchases are made, they will be executed 
through any combination of purchases made in the open market through block 
trades or otherwise, or in privately negotiated transactions off the market, subject 
to market conditions.  The repurchase program does not require the Company to 
acquire a specific number of shares and may be suspended from time-to-time or 
discontinued at any time.  The cost of the shares acquired to date, were funded 
through a $2,000,000 line of credit established with a financial institution in 
October 2010, and cash reserves.  By December 31, 2012 the Company had 
drawn a total of $2,000,000 against this line of credit.  Future common stock 
repurchases made in excess of the $2,000,000 line of credit will be funded 
through the Company’s cash reserves. 
 
As of December 31, 2015, the Company made a total of $908,428 in capital 
expenditures mainly on equipment, as well as leasehold improvements.  During 
2016, the Company plans to make significant  capital expenditures in order to 
help it meet expected higher demand, and it feels confident that it has the 
necessary capital resources and financial strength to undertake this effort.  The 
planning for this effort will take place within the first half of 2016.  The 
acquisition of additional equipment and construction on leasehold improvements 
are expected to begin by the start of the third quarter, with the entire project 
substantially completed sometime around the end of 2016. 
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b. Financial Condition and Results of Operations 
 

Financial Condition: 
The Company’s cash position on December 31, 2015, 2014, and 2012 was 
$3,437,695, $2,971,964, and $2,345,737, respectively.  The $465,731 increase in 
cash from 2014 to 2015 was a result of several factors: (1) $4,084,758 generated 
from operating activities consistent with the Company’s 10% growth in net sales 
and 5% growth in net income, (2) $89,982 in redemption of certificates of 
deposits, offset by (3) $908,428 in total capital expenditures mainly for equipment 
and leasehold improvements, (4) $41,113 in expenditures related to trademark 
protection work, and (5) $2,759,468 used for financing activities largely to pay 
dividends and also to repay the debt associated with the common stock repurchase 
program.  The $626,227 increase in cash from 2013 to 2014 was a result of 
several factors: (1) $3,659,170 generated from operating activities consistent with 
the Company’s 9% growth in net sales and 16% growth in net income, offset by 
(2) $407,622 in purchases of certificates of deposits, (3) $89,296 in total capital 
expenditures mainly for leasehold improvements, (4) $19,081 in expenditures 
related to trademark protection work, and (5) $2,517,794 used for financing 
activities largely to pay dividends and also to repay the debt associated with the 
common stock repurchase program.  
  
Certificates of deposit on December 31, 2015, 2014, and 2013, were $1,019,196, 
$1,109,088, and $701,466, respectively.  The decrease in certificates of deposits 
in 2015 is timing related as the Company intends to reinvest funds from the 
expired certificates of deposits back into the same investment vehicles soon after 
year end.  The increase in certificates of deposit from 2013 to 2014 reflects the 
Company’s intention to put as much of its excess cash into FDIC insured 
investment vehicles.  No more than $250,000 (the FDIC limit) is held in 
certificate of deposits with any one financial institution. 
 
Accounts receivable on December 31, 2015, 2014, 2013, were $4,502,004, 
$3,630,280, and $3,743,506, respectively.  The change in accounts receivables in 
2015 from 2014 and from 2014 to 2013 largely reflects the impact from timing 
differences in the collection of receivables and reflect the impact from higher 
gross sales. Over 99% of the Company’s receivables were current as of December 
31, 2015, 2014, and 2013. 
 
Inventory levels on December 31, 2015, 2014, and 2013, were $2,404,229, 
$2,792,436, and $2,106,600, respectively.  Inventories change annually due to 
timing and also to support the Company’s increase in sales activities. 
 
Property and equipment, net of accumulated depreciation, on December 31, 2015, 
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2014, and 2013, was $1,725,913, $1,140,720 and $1,270,047, respectively.  Gross 
capital expenditures in 2015, 2014, and 2013, were $908,428, $89,296, and 
$632,754, respectively, for plant equipment upgrades, leasehold improvements to 
the plant, software applications, and technology equipment. During 2015, the 
Company purchased new equipment to replace an existing older one.  This new 
equipment also helped to expand production capacity and was installed and 
running by the end of the third quarter and.  All of these capital improvements 
were offset by depreciation expense totaling $323,235, $237,704, and $230,461, 
for the years ended December 31, 2015, 2014, and 2013, respectively. 

 
At December 31, 2015, 2014 and 2013, there was $393,366, $812,042, and 
$1,213,503, outstanding on notes payable, respectively.  These balances represent 
the principal balance on the $2,000,000 line of credit which was established to 
help fund a total of $2,500,000 that was authorized by the Company’s Board of 
Directors to repurchase and retire shares of the Company’s common stock.  The 
note is subject to the 4.5% and 3.9% interest on the swap agreements that was 
initiated in April 2011 and May 2012, and is being amortized over a five year 
repayment period. At December 31, 2015 the current and long term portions of 
the Note were $303,417 and $89,949, respectively. 
 
Accounts payable on December 31, 2015, 2014, and 2013, was $1,753,978, 
$1,735,394, and $1,421,548, respectively.  The $18,584 increase between 2015 
and 2014, as well as the $313,846 increase between 2014 and 2013, are primarily 
due to the timing of payments.  
 
Accrued payroll and payroll taxes on December 31, 2015, 2014, and 2013, were 
$706,708, $503,377, and $452,678, respectively. The annual increases are laregly 
due to the impact from timing, and partly reflects the impact from slightly higher 
compensation. Total head count remained relatively stable in 2015, 2014, and 
2013. 
 
Dividends Payable on December 31, 2015, 2014 and 2013 were $609,248, 
$577,182, and $513,050, respectively. The increase from 2014 to 2015 reflects the 
impact of the Board of Directors approval to raise dividends by 5.5% starting in 
the third quarter of 2015.  The increase between 2014 and 2013 reflects the 
impact of the Board of Director’s approval to raise dividends by 12.5% starting in 
the third quarter of 2014.   
 
Common Stock on December 31, 2015, 2014, and 2013, was $2,774,990, 
$2,774,990, and $2,774,990, respectively.   
 
Results of Operations: 
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The Company’s annual net sales for the year ending December 31, 2015, 2014, 
and 2013, were $34,686,441, $31,461,816, and $28,866,545, respectively.  The 
annual increase in net sales in each year reflects increased sales in the Company’s 
core products, as well as the addition of new customers including national 
accounts.  During 2015 and 2014, the Company made investments in promotional 
programs which contributed to its growth in sales with new and existing domestic 
customers.  Also, the sales of products made with its new manufacturing 
equipment started to ramp up.  Annual sales in the Company’s Asian markets 
have decreased in 2015 over the same period last year primarily due to the 
negative impact from the weak economic environment in that part of the world, as 
well as the strong US dollar.  The Company believes that its overall sales pipeline 
is strong.  To date, the Company’s management is encouraged with the 
preliminary results of its first quarter sales for 2016 in both its US and Asian 
markets. While the Company’s preliminary 2016 sales for the first quarter reflects 
strong performance in its Asian Markets, the Company remains guarded on its 
longer term outlook in that part of the world due to economic conditions in that 
region which currently remain uncertain.  The Company is working closely with 
its business partner in Asia to employ strategies to help bolster sales in that 
market.  For these reasons the Company is cautiously optimistic about its 
financial performance and financial position in 2016. In the near term the 
Company intends to leverage the strength of its financial performance by 
continuing to invest in promotional expenditures with the goal of expanding its 
market share in several domestic markets in a profitable way. 
 
Cost of goods sold for the year ending December 31, 2015, 2014, and 2013 were 
$22,497,807, $19,969,919, and $18,519,330, respectively.  As a percentage of net 
sales, cost of goods sold were 65%, 63% and 64% in 2015, 2014, and 2013, 
respectively.  The change in the rate of cost of goods sold as a percentage of net 
sales between these years largely reflects a change in the product mix of 
Company sales and fluctuations in raw ingredient costs. 
  
Operating expenses as a percentage of net sales for the years ending December 
31, 2015, 2014, and 2013 were 17%, 17%, and 18%, respectively.  This favorable 
trend is reflective of the Company’s overall cost containment efforts that have 
enabled it to take advantage of economies of scale.  Its headcount has remained 
static over the past three years while net sales volume has grown. 
 
Interest and other income for the years ending December 31, 2015, 2014, and 
2013 were $135,764, $97,706,and $103,555,  respectively.  This account includes 
interest income earned on investments in money market funds and certificates of 
deposits, and also includes discounts earned on vendor invoices. 
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Interest expense for the years ending December 31, 2015, 2014, and 2013 
represent interest paid on balances outstanding from the Company’s $2,000,000 
line of credit. 

 
c. Off-Balance Sheet Arrangements – None 

 
IX. LIST OF SECURITIES OFFERINGS AND SHARES ISSUED FOR SERVICES IN 

THE PAST TWO YEARS 

a. Stock Options Exercised – In December 2013, a member of the Board of 
Directors exercised their stock options and purchased 50,000 shares of common 
stock, at exercise prices of $0.72. 

 
X. MATERIAL CONTRACTS 

 
a. Manufacturing -- Certain of the Company's products are manufactured and 

packaged on a "co-pack" or "toll-pack" basis by third parties at agreed upon 
prices.  The agreements with the co-packers have terms of one year and allow for 
periodic price adjustments.  These agreements generally allow for either party to 
give a two months cancellation notice. 

 
b. Suppliers -- In 2015 the Company and its sole Basil supplier entered into a long 

term supply agreement that provides the Company with additional assurance of a 
continuity of supply of basil that meets the Company’s specifications. 

 
c. 401(K) Profit Sharing Plan - The Company has a 401(K) profit sharing plan and 

trust that covers all eligible employees.  The Company matches 50% up to a 
maximum of 7% deferral.  Any employees who are employed by the Company 
during a consecutive six month period and have reached age 21 are eligible to 
participate in the plan.  The plan became effective January 1, 1993 and has a plan 
year of January 1 through December 31.  During 2015, 2014, and 2013 Company 
matching contributions to the plan expensed were $76,637, $68,898, and $64,224, 
respectively. 
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XII. PURCHASES OF EQUITY SECURITIES BY THE ISSUER AND AFFILIATED 
PURCHASES 

The Board of Directors has authorized the Company to repurchase up to $2,500,000 of 
the Company’s Common Stock at market prices. The repurchase program will be carried 
out, if at all, in the open market through block trades or otherwise, or in privately 
negotiated transactions off the market, subject to market conditions.  Any repurchases 
will be made at the discretion of management from time to time in compliance with Rule 
10b-18 under the Securities Exchange Act of 1934.  The repurchase program does not 
require the Company to acquire a specific number of shares and may be suspended from 
time-to-time or discontinued at any time. 
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COMPANY PURCHASES OF EQUITY SECURITIES 

Period 
Number of Shares 

Purchased 

Average 
Price Paid 
per Share 

Total Number of 
Shares Purchased 
as Part of Publicly 

Announced 
Program 

Maximum Dollar 
Value of Shares that 

May Yet Be Purchased 
Under the Program 

December 1 to December 
31, 2010 44,600(a) $0.75 44,600 $966,470 

January 1 to 
January 31, 2011 96,145(a)  $0.80 96,145 $889,187 

February 1 to  
February 28, 2011 22,900(a) $0.83 22,900 $870,240 

March 1 to 
March 31, 2011 1,176,600(b) $0.72 1,176,600 $20,440 

April 1 to April 30, 2011 7,000(a) $0.88 7,000 $14,296 
May 1 to May 31, 2011 69,060(a) $0.92 69,060 $950,947(c) 
June 1 to June 30, 2011 102,700(a) $0.90 102,700 $858,041 
July 1 to July 31, 2011 16,600(a) $0.89 16,600 $843,300 
August 1 to August 31, 

2011 142,307(a) $0.84 142,307 $724,238 
September 1 to 

September 30, 2011 419,699(d)  $0.72 419,699 $421,109 
October 1 to October 31, 

2011 20,148(a) $0.82 20,148 $404,585 
November 1 to November 

30, 2011 147,840(a) $0.79 147,840 $287,576 
December 1 to December 

31, 2011 204,800(a) $0.79 204,800 $626,760(e) 
January 1 to 

January 31, 2012 
144,109(a)  $0.79 144,109 $513,100 

February 1 to  
February 28, 2012 

23,500(a) $0.81 23,500 $494,062 

March 1 to 
March 31, 2012 

115,399(a) $0.80 115,399 $401,367 

April 1 to April 30, 2012 16,290(a) $0.81 16,290 $388,130 
May 1 to May 31, 2012 50,486(a) $0.81 50,486 $347,335 
June 1 to June 30, 2012 123,800(a) $0.81 123,800 $247,582 
July 1 to July 31, 2012 10,037(a) $0.87 10,037 $238,855 
August 1 to August 31, 

2012 
39,850(a) $0.88 39,850 $203,885 

December 1 to December 
31, 2012 

108,265(a) $0.91 108,265 $105,706 

 
(a) Shares acquired in the open market. 
(b) Includes 176,600 shares acquired in the open market at an average price per share of $0.85; 

and, 1,000,000 shares acquired at $0.70 per share in a private transaction with an unrelated 
party. 

(c) In May 2011, the Board of Directors approved an additional $1,000,000 for the common stock 
repurchase program. 

(d) Includes 55,830 shares acquired in the open market at an average price per share of $0.81; 
and, 363,869 acquired at $0.71 per share in a private transaction with an unrelated party. 

(e) In December 2011, the Board of Directors approved an additional $500,000 for the common 
stock repurchase program. 
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Entry into a Material Definitive Agreement 
The Company entered into a long term supply agreement for basil that meets the Company’s 
specifications. 
 
Termination of a Material Agreement 
None 
 
Completion of Acquisition or Disposition of Assets 
In the third quarter of 2015, the Company purchased a new major piece of equipment to replace an 
older existing one.  As part of this effort, it also made significant leasehold improvements to its 
manufacturing plant.  In total for 2015, the Company expended $908,428 largely for these efforts.  
 
Triggering Events That Accelerate or Increase a Direct Financial Obligation or an Obligation under 
an Off-Balance Sheet Arrangement  
None 
 
Costs Associated with Exit or Disposal Activities 
None other than as noted above under “Completion of Acquisition or Disposition of Assets” 
 
Material Impairments 
None 
 
Material Modification to Rights of Security Holders  
None 
 
Changes in Certifying Accountant 
None 
 
Non Reliance on Previously Issued Financial Statements or a Related Audit Report or Completed 
Interim Review 
None 
 
Changes in Control 
None 
 
Departure of Director or Principal Officers; Election of Directors; Appointment of Principal Officers  
None 
 
Amendments to Articles of Incorporation or Bylaws; Change in Fiscal Year  
None 
 
Amendments to Code of Ethics, or Waiver of a Provision of the Code of Ethics 
None 


