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August 10, 2022 
SoftBank Group Corp. 

 
 

Physical Settlement of Alibaba Prepaid Forward Contracts, and Transfer of 
Alibaba Shares to Finance Subsidiaries Related to the Settlement 

 
SoftBank Group Corp. (“SBG”) announces that its Board of Directors today approved 1) the early 
physical settlement (the “Physical Settlement”)*1 of prepaid forward contracts corresponding to 
a maximum of approx. 242 million ADRs of Alibaba Group Holding Limited (“Alibaba”), an equity 
method associate of SBG, executed with several financial institution counterparties to raise 
funds using Alibaba shares held through several of SBG’s wholly owned subsidiaries (collectively 
the “Finance Subsidiaries,” and individually, each a “Finance Subsidiary”), and 2) the transfer of 
Alibaba shares to the Finance Subsidiaries in relation to the Physical Settlement. 

 
The Physical Settlement will take place sequentially at each Finance Subsidiary beginning in 
mid-August 2022, and is expected to be completed by the end of September 2022.*2 SBG 
expects that the Physical Settlement of these prepaid forward contracts will not result directly 
in any additional sales of Alibaba shares at each financial institution counterparty into the 
market, as Alibaba shares subject to these prepaid forward contracts were hedged in the market 
at the time of the original monetization transactions by each financial institution counterparty. 

 
SBG expects that Alibaba shares beneficially owned by SBG (including shares subject to 
continuing monetization transactions) will correspond to 14.6%*3 following the Physical 
Settlement, a decrease from 23.7%*4 as at the end of June 2022, of the total outstanding shares 
of Alibaba, which is a decrease below the 20% voting right holding ratio required to be deemed 
as an equity method associate. 
 
 
1. Purpose of the Physical Settlement 
The current equity market environment is challenging and may be prolonged. The Finance 
Subsidiaries can choose to settle such prepaid forward contracts in cash or physical form (or 
any combination thereof), however, considering the said market environment, SBG has 
determined that the best option at this time is to settle these prepaid forward contracts in 
physical form. By settling these contracts early, SBG will be able to eliminate concerns about 
future cash outflows, and furthermore, reduce costs associated with these prepaid forward 
contracts. These will further strengthen our defense against the severe market environment. 
 
As detailed in "3. Impact on consolidated and non-consolidated financial results," the early 
Physical Settlement of the prepaid forward contracts and the transfer of Alibaba shares to the 
Finance Subsidiary are expected to have a positive impact on income before income tax in the 
consolidated and non-consolidated statements of profit or loss. However, these gains are the 
realization by the Physical Settlement and recognition of unrealized gains that have not yet 
counted due to Alibaba's status as an equity method associate of SBG. 

 
SBG made its first investment in Alibaba in 2000 and has since developed a close relationship 
with Alibaba over the years. After the Physical Settlement, Alibaba is expected to cease to be an 
equity method associate of SBG, but SBG will continue to maintain a good relationship with 
Alibaba.  
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2. Overview of the Physical Settlement and the transfer of Alibaba shares to Finance 
Subsidiaries 

1) SBG will transfer to each Finance Subsidiary at fair value the shares of Alibaba common 
stock up to an aggregate of approx. 1,936 million shares, which are equivalent to a 
maximum of approx. 242 million ADRs. 

2) Each Finance Subsidiary will make a sequential physical settlement of its respective 
prepaid forward contract from mid-August 2022 onward. The total number of Alibaba 
shares required for the Physical Settlement is a maximum of approx. 242 million ADRs. 
SBG expects that the Physical Settlement of these prepaid forward contracts will not 
result directly in any additional sales of Alibaba shares by each financial institution 
counterparty into the market, as Alibaba shares subject to these prepaid forward 
contracts were hedged in the market at the time of the original monetization 
transactions by each financial institution counterparty. 

 
 
3. Impact on consolidated and non-consolidated financial results 

A) Consolidated financial results 
SBG recorded net loss of 5.3 trillion yen in total for the three-month periods ended March 31, 
2022 and June 30, 2022, however, as a result of the Physical Settlement, uncounted gains from 
the previous periods will be recorded as follows. 
 

1) Consolidated statement of profit or loss 
● SBG expects to record (a) a gain relating to settlement of prepaid forward contracts 

using Alibaba shares, (b) a gain on revaluation of Alibaba shares, and (c) a derivative 
gain (excluding gains and losses on investments) for the three-month period ending 
September 30, 2022 (the second quarter of the fiscal year ending March 31, 2023). 
However, these gains are the realization by the Physical Settlement and recognition of 
unrealized gains that have not yet counted due to Alibaba's status as an equity method 
associate of SBG.  

● SBG will announce the impact on the consolidated financial results once finalized, 
however, based on the assumptions below, the following gains are estimated to be 
recorded.*5 

 Estimated gain before 
tax expenses 

(a) Gain relating to settlement of prepaid forward contracts 
using Alibaba shares 

Approx. JPY 1.5 trillion  

(b) Gain on revaluation of Alibaba shares Approx. JPY 2.4 trillion 
(c) Derivative gain (excluding gains and losses on 

investments) 
 *a gain on prepaid forward contracts that are the subject of 

the Physical Settlement 

Approx. JPY 0.7 trillion 

Total (contribution to income before income tax) Approx. JPY 4.6 trillion 
Note: The contribution to net income attributable to owners of the parent is after 

deducting tax expenses from the above amounts. 
 
SBG makes the following assumptions to estimate the above gains: 

i. The number of Alibaba shares to be used for settlement is approx. 242 million ADRs, 
ii. The fair value per share (share price) of Alibaba shares at the time of settlement and 

on the date when Alibaba is excluded from SBG’s equity method associates is USD 
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91.19 per ADR, which is the closing price on August 9, 2022, 
iii. Exchange rate of USD 1= JPY 134.89, which is TTM on August 9, 2022, and 
iv. The consolidated carrying amount per Alibaba share is USD 43.97 per ADR, which is 

based on the consolidated carrying amount as of June 30, 2022. 
 

● (a) is calculated by multiplying the difference between the consolidated carrying 
amount per share and the fair value per share (share price) at settlement by the number 
of Alibaba shares (ADRs) underlying the prepaid forward contracts. (b) is calculated by 
multiplying the difference between the consolidated carrying amount per share and 
the fair value per share on the date of exclusion from the equity method associates by 
the number of Alibaba shares (ADRs) that SBG continues to hold. (c) represents the 
change in fair value of derivative financial assets and liabilities from June 30, 2022 to 
the settlement date, and the fair value of derivative financial assets and liabilities at 
settlement is calculated by multiplying the difference between the settlement price per 
share and the fair value per share (share price) at settlement by the number of Alibaba 
shares (ADRs) underlying the prepaid forward contracts. 

● After Alibaba is excluded from SBG's equity method associates, the quarterly changes 
in the fair value of the Alibaba shares that SBG continues to hold after the Physical 
Settlement will be recorded in the consolidated statement of profit or loss as “gain on 
investments at Investment Business of Holding Companies." 
 

2) Consolidated statement of financial position 
● SBG will derecognize financial liabilities relating to sale of shares by prepaid forward 

contracts of JPY 2,798.2 billion, derivative financial assets of JPY 313.1 billion, and 
derivative financial liabilities of JPY 286.2 billion, related to such prepaid forward 
contracts that were recorded in the consolidated statement of financial position as of 
June 30, 2022. The assumptions for the number of Alibaba shares to be used for 
settlement are the same as in (i) under 1) above. 

● Upon the exclusion of Alibaba from SBG's equity method associates, all Alibaba shares 
included in investments accounted for using the equity method in the consolidated 
statement of financial position (beneficially ownership: 23.7%,*4 balance as of June 30, 
2022: JPY 4,566.1 billion) will be derecognized. Alibaba shares that SBG continues to 
hold (beneficially ownership: 14.6%*3) will be revalued at fair value and recorded as 
investment securities (estimated amount based on the above assumptions: 
approximately JPY 4.8 trillion*5). 

 
B) Non-consolidated financial results 
In connection with the transfer of Alibaba shares from SBG to the Finance Subsidiaries as 
described in 1) of “2. Overview of the Physical Settlement and the transfer of Alibaba shares 
to Finance Subsidiaries,” a gain on sale of shares (extraordinary income) will be recorded for 
the fiscal year ending March 31, 2023 (12-month period ending March 31, 2023). The amount 
of the gain on sale of shares will be obtained by multiplying the difference between the 
carrying amount per share and the fair value per share (share price) at the time of sale to the 
Finance Subsidiaries multiplied by the number of Alibaba shares transferred. The impact on 
the non-consolidated financial results will be announced once finalized, but based on the 
following assumptions, the gain is estimated to be approximately JPY 2.4 trillion (before tax 
expenses).*5  
 
SBG makes the following assumptions to estimate the above gains: 
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i) The number of Alibaba shares to be transferred to the Finance Subsidiaries is approx. 
1,936 million shares of common stock (equivalent to approx. 242 million ADRs), 

ii) The fair value per share on the date of such transfer is USD 91.19 per ADR, which is 
the closing price on August 9, 2022, 

iii) Exchange rate of USD 1 = JPY 134.89, which is TTM on August 9, 2022, and 
iv) The carrying amount per Alibaba share is JPY 306 per common stock, which is equal 

to the carrying amount at the time of transfer. 
 
 
*1 Some prepaid forward contracts that are due for settlement during mid-August to the end of September 

2022 will be settled in physical form at the time of the settlement due date. 
*2 The Physical Settlement may not be made in whole or in part, taking market conditions and other factors 

into consideration. 
*3 Calculated based on 21,185,107,544 outstanding shares of common stock as reported in Form 20-F of 

Alibaba Group Holding Limited as of July 15, 2022. 
*4 Calculated based on 21,357,323,112 outstanding shares of common stock as reported in Form 20-F of 

Alibaba Group Holding Limited as of March 31, 2022. 
*5 The estimated financial figures in this document are for reference purposes only, calculated based on the 

assumptions and other premises stated in this document, and there is no guarantee that the estimated 
figures will be realized. The actual financial figures may differ significantly from the estimated values. The 
assumptions and premises included in this document are based on what SBG believes to be reasonable 
assumptions at this point in time, but there is no guarantee that the assumptions and premises will be 
realized, and actual economic conditions and other factors may differ significantly from those described in 
this document. 

 
 


