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Purpose and Core Positioning
This protocol establishes an institutional pathway for translating BCI structural readings
into the language of management accounting and audit governance.

It is designed to support audit committees and executive management in exercising
prudent judgment over intangible asset risk and capital efficiency, without intervening in
statutory accounting treatments.

01| Governance Logic
From Static Goodwill to Structural Asset Risk Identification

Under conventional balance sheet frameworks, brand premium and intangible value are
predominantly captured within Goodwill, a historically cost-based accounting construct.

As a result, structural deterioration in intangible assets is often recognized with a
significant time lag relative to the underlying economic reality.

BCI does not seek to redefine accounting standards.
Instead, it introduces a structural risk recognition perspective:
From an economic substance standpoint, goodwill is not static.

Its carrying capacity and sustainability are dynamically influenced by Meaning Tension
(MT) and Temporal Structure (TS”n).

Accordingly, BCI treats brand and intangible assets as economic systems whose
structural integrity evolves.
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Their risk exposure can be continuously monitored through BCI Structural Integrity
Readings.

This manual provides CFOs, audit committees, and risk management functions with a
financial governance interface—designed to translate BCl's structural diagnostics into
management accounting judgment and oversight actions, not into automated
accounting entries or mandatory reporting adjustments.

02 | Financial Translation Interface
The Triple-Linkage Framework

Without substituting or overriding any statutory accounting standards, BCl recommends
that CFOs initiate specific governance review processes when the following structural
sighals emerge:

A. Structural Impairment Assessment Interface

Trigger Conditions (lllustrative):
When the composite BCI Index remains more than 15% below industry comparables for
two consecutive quarters, accompanied by declining MT and rising PL friction.

Recommended Governance Action:
Initiate an internal Structural Impairment Review as a supplemental stress test to
existing goodwill and intangible asset cash flow assumptions.

Governance Rationale:

This signal indicates that the structural foundations of pricing power may be weakening.
Even if short-term profitability remains intact, long-term premium-carrying capacity may
already be asymmetrically impaired.

Governance Trade-off:

Early exposure of potential impairment risks reduces the likelihood of forced,
concentrated recognition following structural rupture—thereby enhancing the credibility
and coherence of capital market communication.

B. Capitalization Assumption Calibration Interface
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Trigger Conditions (lllustrative):
When TS"n indicates strong resistance to temporal decay and demonstrable
compounding effects.

Recommended Governance Action:

Reassess, at the management accounting level, the economic nature of expenditures
related to marketing, brand, and ecosystem development—evaluating whether such
spending more closely resembles long-duration structural investment rather than pure
period expense.

Governance Rationale:

This assessment does not mandate changes to statutory financial reporting.

It enables the CFO to articulate the firm's long-term value creation structure more
accurately to the audit committee.

Governance Trade-off:
Prevents systematic underestimation of structural investment intensity caused by short-
term P&L-centric evaluation.

C. Systemic Energy Risk Provision Interface

Trigger Conditions (lllustrative):
When ES*{-1} indicates a sustained high-intensity extraction state within the system.

Recommended Governance Action:

Explicitly flag systemic resilience risk in budgeting and capital allocation discussions,
and evaluate whether dedicated resources are required to restore supply chain
robustness, customer trust, or organizational cohesion.

Governance Rationale:
This signal suggests that current profitability may be achieved at the expense of future
structural stability.

Governance Trade-off:
Prevents short-term financial performance from masking long-term system fragilization.

Supplementary Layer: Decision Symmetry
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A. Premium Quality Grade (PQG)

Purpose:

To introduce qualitative stratification of profit sources and sustainability—alongside
scale metrics—when reporting to audit committees, preventing nominal growth from
obscuring structural depreciation.

Structural Definitions:

Extractive Premium (Low-Quality Premium):
When profit growth coincides with rising ES*{-1}, without concurrent improvement in
MT or TS"n, the premium is classified as energy-extractive in nature.

Endogenous Structural Premium:

When profit growth is accompanied by simultaneous increases in MT and TS"n, with
ES*{-1}remaining stable or declining, the premium is classified as structurally
endogenous.

Governance Trade-off:

For asset structures exhibiting persistent low-quality premiums, BCl recommends that
audit committees evaluate the establishment of a Structural Risk Provision to cover
potential future credit deterioration and governance imbalance.

This recommendation does not constitute an accounting mandate; it serves as a
decision-support mechanism for fulfilling prudent governance obligations.

B. Responsibility Attribution Interface

Design Principle:
To enable genuine decentralized governance, BCl maps structural deviations to
functional accountability domains, not to individual liability determinations.

Attribution Logic:

- When elevated PL persistently erodes unit margins, the deviation is attributed to
narrative, market signaling, and product legibility management domains (typically brand,
marketing, or growth functions).

- When TS"n exhibits systemic decay and increases the effective discount rate, the
deviation is attributed to long-term asset allocation and capital pacing domains (typically
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finance or strategy functions).

Institutional Boundary:
This mapping supports board-level accountability and resource reallocation decisions.
It does not constitute legal attribution of personal responsibility.

03 | Audit Committee Reporting Reference

BCI recommends the following standardized, non-emotive phrasing when reporting to
audit committees:

“Pursuant to the BCI-FIN-2026-009 Integration Manual, the core brand exhibited clear
signals of structural fragilization during the current audit period.

The primary asset recorded an MT index of 7.2 (35th historical percentile), while
secondary market PL readings reached the 9.2 alert zone.

Despite a reported 5% nominal net profit increase, BCI structural dynamics modeling
indicates that the growth was predominantly driven by accelerated system energy
extraction, withES*{-1} self-sufficiency declining 15% year-over-year.

The resulting premium has been classified as a low-quality premium.

Governance recommendation: In accordance with prudent governance principles, the
audit committee is advised to evaluate allocating no more than 10% of current-period
profits to structural risk consideration, and to explicitly define a PL de-weighting
pathway in the next operating cycle.

Until MT returns to the safe zone above 8.0, any expansionary CapEx should be
regarded as capital deployment with elevated structural risk exposure.”

04 | Regulatory and Accounting Boundary Disclaimer

This Balance Sheet Integration Manual is a management accounting and audit
governance support tool.

It does not interpret, replace, or impose requirements under IFRS, US GAAP, or any other
statutory accounting framework.

BCl readings and derivative recommendations are intended solely to support audit
committees and management in fulfilling their Duty of Care and risk identification
responsibilities.
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All decisions regarding accounting treatment, disclosure, and financial policy remain
entirely within the authority and responsibility of the enterprise’s governing bodies.

BCI does not determine the timing, scope, or form of any external disclosure.

Issued January 17, 2026.
© 2026 Brand Climate Index™. All rights reserved.
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