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EXPERTS DRIVING INSIGHTS 
 In this digital age, we are all bombarded with data at lightning speed. Knowing which 

information is the most meaningful is the difficult part. That’s where partnering with MSC 

Industrial Supply Co. comes into play. We believe the more digital the world becomes, the 

more people matter. With more than 75 years of experience in metalworking and 

maintenance, repair and operations supplies, our dedicated team of 6,500-plus associates 

brings deep insights that improve operational performance. We deliver one of the broadest 

and deepest offerings with more than 1.5 million products from thousands of top suppliers 

through our world-class eCommerce platform and inventory management solutions. As trusted 

advisors, we combine industry expertise and proprietary data to drive insights that improve 

our customers’ growth, productivity and profitability so they can win.



In today’s ever-evolving manufacturing landscape, MSC remains unwavering in our dedication to driving 

value for our customers by enabling them to achieve higher levels of growth, profitability and productivity. 

Our success in doing so means that we are better positioned than ever to deliver on our mission to be 

the best industrial distributor as measured by our associates, customers, owners and suppliers.

Our results over the past year demonstrate the progress we are making in achieving our mission. Our 

commitment to our customers has driven more than $400 million in documented costs savings for our 

customers in each of the past two years. We continue to grow in areas that are technical and high-

touch with high barriers to entry, including metalworking, managed assembly consumables (Class ‘C’ 

products) and inventory management solutions, creating a deeper moat around our business. As a 

result, our average daily sales growth, including acquisitions, was 10.5% in fiscal 2018, and our  

operating margins maintained at 13.1%.

 

During fiscal 2018 and looking forward, we are optimizing the value that our people bring to our 

customers. We are strengthening our ability to leverage data to enable our people and customers to 

navigate the changing market, as well as evolving our business to increase our sales effectiveness to 

better serve customers and grow our business. We have recognized the significant and growing value 

that we can achieve for our customers and MSC by deepening our approach to customer engagement. 

This also will increase our efficiency as customer operations have grown increasingly complex and 

scalable. This model will better position MSC to drive improved organic growth, while strengthening our 

position and resilience in the market.

At the same time, we continued to grow MSC with our expanded presence and metalworking expertise 

in the Midwest through our fiscal 2017 acquisition of DECO Tool Supply Co. DECO continues to exceed 

Dear Shareholders,

As our world continues to go more digital, 
we believe people actually matter more 
than ever. Our ability to provide robust 
metalworking insights, optimize our 
customers’ operations and generate cost 
savings is what continues to set us apart 
and solidifies our viewpoint that our expert 
associates help bring greater value.”

“



our expectations and produced earnings accretion ahead of schedule. In fiscal 2018, we also acquired All 

Integrated Solutions (AIS) to extend our expertise into production fasteners. AIS is off to a solid start and we 

are very impressed with the highly complementary aspects of these businesses along with their customer- 

centric cultures.

Through these efforts across our business, we are increasingly serving the needs of our customers to increase 

their output, improve their profitability, and enhance their competitive position in their markets. The decades 

of experience and the extensive knowledge of our people, combined with our robust digital solutions, improve 

transaction efficiency and the overall customer buying experience—something manufacturers cannot find 

through an online marketplace alone. As our world continues to go more digital, we believe people actually 

matter more than ever. Our ability to provide robust metalworking insights, optimize our customers’ opera-

tions and generate cost savings is what continues to set us apart and solidifies our viewpoint that our expert 

associates help bring greater value.

Against an improving macroeconomic backdrop, we believe the actions we are taking have positioned us for a 

strong fiscal 2019. Manufacturing conditions are solid, pointing towards continued growth in metalworking 

end markets. Increased order volumes and backlogs are reflective of the positive sentiment that we are seeing 

from our customers. As expected, we also have seen improvement in the pricing environment, but inflation 

has not yet fully translated to increased prices. Looking ahead, we are poised to leverage the investments that 

we have made in our business into growth and capitalize on the strengthening macroeconomic environment.

In closing, I would like to thank our customers, suppliers, associates and owners for their valued support of 

our company. The relationships that we have built and continue to build are the driving force behind our 

success as a leading industrial distributor. As a result, we are well-positioned for the future and look forward 

to another strong year for MSC.

Respectfully,

Erik Gershwind

President and Chief Executive Officer
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LPSURYH�WKHLU�SURGXFWLYLW\�DQG�JURZWK��:H�GR�WKLV�VHYHUDO�ZD\V�

x RXU�H[SHULHQFHG�WHDP�LQFOXGHV�FXVWRPHU�FDUH�WHDP�PHPEHUV��PHWDOZRUNLQJ�VSHFLDOLVWV� VDIHW\�VSHFLDOLVWV��
LQYHQWRU\�PDQDJHPHQW�VSHFLDOLVWV��WHFKQLFDO�VXSSRUW�WHDPV��DQG�H[SHULHQFHG�VDOHV�DVVRFLDWHV�IRFXVHG�RQ�GULYLQJ�
RXU�FXVWRPHUV¶�VXFFHVV�E\�UHGXFLQJ�WKHLU�RSHUDWLRQDO�FRVWV�

x RXU�UREXVW�V\VWHPV�DQG�WUDQVDFWLRQDO�GDWD�HQDEOH�XV�WR�SURYLGH�LQVLJKWV�WR�RXU�FXVWRPHUV�WR�KHOS�WKHP�WDNH�FRVW�
RXW�RI�WKHLU�VXSSO\�FKDLQV�DQG�RSHUDWLRQV�
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x RXU�H[WHQVLYH�SURGXFW�LQYHQWRU\�HQDEOHV�FXVWRPHUV�WR�GHDO�ZLWK�IHZHU�VXSSOLHUV��VWUHDPOLQLQJ�WKHLU�SXUFKDVLQJ�
ZRUN�DQG�UHGXFLQJ�WKHLU�DGPLQLVWUDWLYH�FRVWV��

x RXU�WLPHO\�VKLSSLQJ�HQDEOHV�RXU�FXVWRPHUV�WR�UHGXFH�WKHLU�LQYHQWRU\�LQYHVWPHQW�DQG�FDUU\LQJ�FRVWV��
x RXU�SXUFKDVLQJ�SURFHVV�FRQVROLGDWHV�PXOWLSOH�SXUFKDVHV�LQWR�D�VLQJOH�RUGHU��SURYLGLQJ�D�VLQJOH�LQYRLFH�IRU�

PXOWLSOH�SXUFKDVHV�RYHU�WLPH��DQG�RIIHULQJ�GLUHFW�VKLSPHQWV�WR�VSHFLILF�GHSDUWPHQWV�DQG�SHUVRQQHO�DW�RQH�RU�
PRUH�IDFLOLWLHV��7KLV�UHGXFHV�RXU�FXVWRPHUV¶�DGPLQLVWUDWLYH�FRVWV�

x RXU�H[WHQVLYH�H&RPPHUFH�FDSDELOLWLHV�SURYLGH�VRSKLVWLFDWHG�VHDUFK�DQG�WUDQVDFWLRQ�FDSDELOLWLHV��DFFHVV�WR�UHDO�
WLPH�LQYHQWRU\��FXVWRPHU�VSHFLILF�SULFLQJ��ZRUNIORZ�PDQDJHPHQW�WRROV��FXVWRPL]HG�UHSRUWLQJ�DQG�RWKHU�
IHDWXUHV��:H�FDQ�DOVR�LQWHUIDFH�GLUHFWO\�ZLWK�PDQ\�SXUFKDVLQJ�SRUWDOV�

x RXU�LQYHQWRU\�PDQDJHPHQW�VROXWLRQV�HQDEOH�RXU�FXVWRPHUV�WR�FDUU\�OHVV�LQYHQWRU\�DQG�VWLOO�GUDPDWLFDOO\�UHGXFH�
VLWXDWLRQV�ZKHQ�D�FULWLFDO�LWHP�LV�RXW�RI�VWRFN��DQG

x RXU�SURSULHWDU\�VRIWZDUH�VROXWLRQ��FDOOHG�$S�2S��$SSOLFDWLRQ�2SWLPL]DWLRQ���HQDEOHV�RXU�PHWDOZRUNLQJ�
VSHFLDOLVWV�WR�GRFXPHQW�SURGXFWLYLW\�VDYLQJV�IRU�FXVWRPHUV�IRU�D�UDQJH�RI�DSSOLFDWLRQV��LQFOXGLQJ�JULQGLQJ��
PLOOLQJ��WXUQLQJ��WKUHDGLQJ��VDZLQJ��KROH�PDNLQJ��PHWDOZRUNLQJ�IOXLGV�DQG�RWKHU�PDQXIDFWXULQJ�SURFHVV�
LPSURYHPHQWV��

,QGXVWU\�2YHUYLHZ

06&�RSHUDWHV�LQ�D�ODUJH��IUDJPHQWHG�LQGXVWU\��1DWLRQDO��UHJLRQDO�DQG�ORFDO�GLVWULEXWRUV��UHWDLO�RXWOHWV��VPDOO�
GLVWULEXWRUVKLSV��RQOLQH�GLVWULEXWRUV��GLUHFW�PDLO�VXSSOLHUV��ODUJH�ZDUHKRXVH�VWRUHV�DQG�PDQXIDFWXUHUV¶�RZQ�VDOHV�IRUFHV�DOO�
VHUYH�052�FXVWRPHUV�

1HDUO\�HYHU\�LQGXVWULDO�DQG�VHUYLFH�EXVLQHVV�KDV�DQ�RQJRLQJ�QHHG�IRU�052�VXSSOLHV��7KHVH�EXVLQHVVHV��ZLWK�WKH�
H[FHSWLRQ�RI�WKH�ODUJHVW�LQGXVWULDO�SODQWV��RIWHQ�GR�QRW�KDYH�WKH�UHVRXUFHV�WR�PDQDJH�DQG�PRQLWRU�WKHLU�052�LQYHQWRULHV�
HIIHFWLYHO\��7KH\�VSHQG�PRUH�WKDQ�QHFHVVDU\�WR�SXUFKDVH�DQG�WUDFN�WKHLU�VXSSOLHV��SURYLGLQJ�DQ�RSSRUWXQLW\�IRU�06&�WR�VHUYH�
DV�WKHLU�RQH�VWRS�052�SURGXFW�VXSSOLHU��(YHQ�WKH�ODUJHU�IDFLOLWLHV�RIWHQ�VWRUH�WKHLU�VXSSOLHV�LQ�PXOWLSOH�ORFDWLRQV��VR�WKH\�
RIWHQ�FDUU\�H[FHVV�LQYHQWRULHV�DQG�GXSOLFDWH�SXUFKDVH�RUGHUV��,Q�PDQ\�RUJDQL]DWLRQV��PXOWLSOH�SHRSOH�RIWHQ�DFTXLUH�WKH�VDPH�
LWHP�LQ�VPDOO�TXDQWLWLHV�YLD�H[SHQVLYH��RQH�RII�SXUFKDVHV��UHVXOWLQJ�LQ�KLJKHU�SXUFKDVLQJ�FRVWV�DQG�DGPLQLVWUDWLYH�HIIRUWV�WR�
NHHS�WUDFN�RI�VXSSOLHV��

:LWK�OLPLWHG�FDSLWDO�DYDLODELOLW\��DQG�OLPLWHG�H&RPPHUFH�FDSDELOLWLHV�DQG�RSHUDWLQJ�OHYHUDJH��VPDOOHU�LQGXVWULDO�
GLVWULEXWRUV�DUH�XQGHU�LQFUHDVLQJ�SUHVVXUH�WR�FRQVROLGDWH�DQG�RU�FXUWDLO�VHUYLFHV�DQG�SURGXFW�OLQHV�WR�UHPDLQ�FRPSHWLWLYH��7KHLU�
FKDOOHQJH�UHSUHVHQWV�06&¶V�RSSRUWXQLW\��:H�LPSURYH�SXUFKDVLQJ�HIILFLHQF\�DQG�UHGXFH�FRVWV�IRU�RXU�FXVWRPHUV�EHFDXVH�RXU�
RIIHULQJV�HQDEOH�RXU�FXVWRPHUV�WR�FRQVROLGDWH�VXSSOLHUV��SXUFKDVH�RUGHUV�DQG�LQYRLFHV��DQG�UHGXFH�LQYHQWRU\�WUDFNLQJ��
VWRFNLQJ�GHFLVLRQV��SXUFKDVHV�DQG�RXW�RI�VWRFN�VLWXDWLRQV���,Q�DGGLWLRQ��WKURXJK�9HQGRU�0DQDJHG�,QYHQWRU\��³90,´���
&XVWRPHU�0DQDJHG�,QYHQWRU\��³&0,´��DQG�YHQGLQJ�VROXWLRQV��ZH�HPSRZHU�RXU�FXVWRPHUV�WR�XWLOL]H�VRSKLVWLFDWHG�LQYHQWRU\�
PDQDJHPHQW�VROXWLRQV�

%XVLQHVV�6WUDWHJ\

06&¶V�EXVLQHVV�VWUDWHJ\�LV�EDVHG�RQ�KHOSLQJ�RXU�FXVWRPHUV�EHFRPH�PRUH�SURGXFWLYH�DQG�SURILWDEOH�E\�UHGXFLQJ�
WKHLU�WRWDO�FRVW�IRU�SXUFKDVLQJ��XVLQJ�DQG�PDLQWDLQLQJ�052�VXSSOLHV��2XU�FXVWRPHU�IRFXVHG�FXOWXUH�DQG�KLJK�WRXFK�
HQJDJHPHQW�PRGHO�GULYHV�YDOXH�IRU�RXU�FXVWRPHUV�DQG�UHVXOWV�LQ�GHHS�FXVWRPHU�UHODWLRQVKLSV��2XU�VWUDWHJ\�LQFOXGHV�WKH�
IROORZLQJ�NH\�HOHPHQWV�

Inventory Management Solutions. 2XU�DSSURDFK�VWDUWV�ZLWK�D�WKRURXJK�FXVWRPHU�DVVHVVPHQW��2XU�H[SHUW�DVVRFLDWHV�
GHYHORS�DQG�UHFRPPHQG�VROXWLRQV�WKDW�SURYLGH�H[FHSWLRQDO YDOXH�WR�WKH�FXVWRPHU��'HSHQGLQJ�RQ�WKH�FXVWRPHU¶V�VL]H�DQG�
QHHGV��ZH�FXVWRPL]H�RSWLRQV�WR�DGGUHVV�FRPSOH[LW\�DQG�SURFHVVHV��DV�ZHOO�DV�VSHFLILF�SURGXFWV��WHFKQLFDO�LVVXHV�DQG�FRVW�
WDUJHWV��7KH�RSWLRQV�LQFOXGH�H3URFXUHPHQW��&0,��90,��YHQGLQJ��WRRO�FULE�FRQWURO��RU�SDUW�WLPH�RU�IXOO�WLPH�RQ�VLWH�UHVRXUFHV��
2XU�ZRUOG�FODVV�VRXUFLQJ��ORJLVWLFV�DQG�EXVLQHVV�V\VWHPV�SURYLGH�SUHGLFWDEOH��UHOLDEOH�DQG�VFDODEOH�VHUYLFH�

Broad Selection of Products.��&XVWRPHUV�ZDQW�D�IXOO�UDQJH�RI�SURGXFW�RSWLRQV��HYHQ�DV�WKH\�ORRN�WR�UHGXFH�WKH�
QXPEHU�RI�VXSSOLHUV�WKH\�SDUWQHU�ZLWK��:H�SURYLGH�³JRRG�EHWWHU�EHVW´�DOWHUQDWLYHV��FRPSULVLQJ�D�VSHFWUXP�RI�EUDQG�QDPH��
06&�H[FOXVLYH�EUDQG�DQG�JHQHULF�052�SURGXFWV��06&¶V�EURDG�VHOHFWLRQ�RI�SURGXFWV�HQDEOHV�FXVWRPHUV�WR�FKRRVH�WKH�ULJKW�
FRPELQDWLRQ�RI�SULFH�DQG�TXDOLW\�RQ�HYHU\�SXUFKDVH�WR�PHHW�WKHLU�QHHGV���

Same-Day Shipping and Next-Day Delivery.��:H�JXDUDQWHH�VDPH�GD\�VKLSSLQJ�RI�RXU�FRUH�PHWDOZRUNLQJ�DQG�052�
SURGXFWV��HQDEOLQJ�FXVWRPHUV�WR�UHGXFH�VXSSO\�LQYHQWRULHV��:H�IXOILOO�RXU�VDPH�GD\�VKLSPHQW�JXDUDQWHH�DERXW�����RI�WKH�
WLPH��:H�RIIHU�QH[W�GD\�GHOLYHU\�QDWLRQZLGH�IRU�TXDOLI\LQJ�RUGHUV�SODFHG�E\���S�P��(DVWHUQ�6WDQGDUG�7LPH��H[FOXGLQJ�&ODVV�
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&�FDWHJRU\�SURGXFWV���:H�NQRZ�WKDW�RXU�FXVWRPHUV�YDOXH�WKLV�VHUYLFH��DQG�DUHDV�DFFHVVLEOH�E\�QH[W�GD\�GHOLYHU\�JHQHUDWH�
VLJQLILFDQWO\�JUHDWHU�VDOHV�IRU�06&�WKDQ�DUHDV�ZKHUH�QH[W�GD\�GHOLYHU\�LV�QRW�DYDLODEOH���

Superior Customer Service.��2XU�FRPPLWPHQW�WR�FXVWRPHU�VHUYLFH�VWDUWV�ZLWK�RXU�PRUH�WKDQ�������DVVRFLDWHV�ZKR�
VKDUH�WKHLU�GHHS�H[SHUWLVH�DQG�NQRZOHGJH�RI�PHWDOZRUNLQJ�DQG�052�SURGXFWV�WR�KHOS�RXU�FXVWRPHUV�DFKLHYH�JUHDWHU�VXFFHVV��
:H�LQYHVW�LQ�VRSKLVWLFDWHG�LQIRUPDWLRQ�V\VWHPV�DQG�SURYLGH�H[WHQVLYH�WUDLQLQJ�WR�HPSRZHU�RXU�DVVRFLDWHV�WR�EHWWHU�VXSSRUW�
RXU�FXVWRPHUV��8VLQJ�RXU�SURSULHWDU\ FXVWRPHU�VXSSRUW�VRIWZDUH��RXU�LQ�ERXQG�VDOHV�UHSUHVHQWDWLYHV��FDQ�LQIRUP�FXVWRPHUV�RQ�
D�UHDO�WLPH�EDVLV�RI�SURGXFW�DYDLODELOLW\��UHFRPPHQG�VXEVWLWXWH�SURGXFWV��YHULI\�FUHGLW�LQIRUPDWLRQ��UHFHLYH�VSHFLDO��FXVWRP�RU�
PDQXIDFWXUHU�GLUHFW�RUGHUV��FURVV�FKHFN�LQYHQWRU\�LWHPV�XVLQJ�SUHYLRXVO\�HQWHUHG�FXVWRPHU�SURGXFW�FRGHV��DQG�DUUDQJH�RU�
SURYLGH�WHFKQLFDO�DVVLVWDQFH��:H�RIIHU��FXVWRPL]HG�ELOOLQJ��FXVWRPHU�VDYLQJV�UHSRUWV��HOHFWURQLF�GDWD�LQWHUFKDQJH�RUGHULQJ��
H&RPPHUFH�FDSDELOLWLHV��EXON�GLVFRXQWV��DQG�VWRFNLQJ RI�VSHFLDOW\�LWHPV�UHTXHVWHG�E\�FXVWRPHUV�

Technical Support. :H�SURYLGH�WHFKQLFDO�VXSSRUW�DQG�RQH�RQ�RQH�VHUYLFH�WKURXJK�RXU ILHOG�DQG�FXVWRPHU�FDUH�FHQWHU�
UHSUHVHQWDWLYHV� :H�KDYH�D�GHGLFDWHG�WHDP�RI�QHDUO\�����PHWDOZRUNLQJ�VSHFLDOLVWV�ZKR�ZRUN�ZLWK�FXVWRPHUV�WR�LPSURYH�WKHLU�
PDQXIDFWXULQJ�SURFHVVHV�DQG�HIILFLHQF\��DV�ZHOO�DV�D�WHFKQLFDO�VXSSRUW�WHDP�WKDW�SURYLGHV�DVVLVWDQFH�WR�RXU�VDOHV�WHDPV�DQG�
FXVWRPHUV�YLD�SKRQH�DQG�HPDLO��2XU�FXVWRPHUV�UHFRJQL]H�WKH�YDOXH�RI�D�GLVWULEXWRU�WKDW�FDQ�SURYLGH�WHFKQLFDO�VXSSRUW�WR�
LPSURYH�WKHLU�RSHUDWLRQV�DQG�SURGXFWLYLW\�

Commitment to Technological Innovation.��:H�HPEUDFH�WHFKQRORJLFDO�LQQRYDWLRQV�WR�VXSSRUW�RXU�JURZWK��LPSURYH�
FXVWRPHU�VHUYLFH�DQG�UHGXFH�RXU�RSHUDWLQJ�FRVWV��7KH�LQQRYDWLRQV�PDNH�RXU�EX\LQJ�SUDFWLFHV�PRUH�HIIHFWLYH��LPSURYH�RXU�
DXWRPDWHG�LQYHQWRU\�UHSOHQLVKPHQW�DQG�VWUHDPOLQH�RUGHU�IXOILOOPHQW��06&¶V�SURSULHWDU\�VRIWZDUH�KHOSV�RXU�FXVWRPHUV�DQG�
VDOHV�UHSUHVHQWDWLYHV�GHWHUPLQH�WKH�DYDLODELOLW\�RI�SURGXFWV�LQ�UHDO�WLPH�DQG�HYDOXDWH�DOWHUQDWLYH�SURGXFWV�DQG�SULFLQJ��7KH�
06&�ZHEVLWH�FRQWDLQV�D�VHDUFKDEOH�RQOLQH�FDWDORJ�ZLWK�HOHFWURQLF�RUGHULQJ�FDSDELOLWLHV��7KH�06&�ZHEVLWH�DOVR�RIIHUV�DQ�DUUD\�
RI�VHUYLFHV��ZRUNIORZ�PDQDJHPHQW�WRROV�DQG�UHODWHG�LQIRUPDWLRQ��

:H�DOVR�FRQWLQXDOO\�XSJUDGH�RXU�GLVWULEXWLRQ�PHWKRGV�DQG�V\VWHPV�DQG�SURYLGH�FRPSUHKHQVLYH�HOHFWURQLF�RUGHULQJ�
FDSDELOLWLHV��³(',´�DQG�³;0/´��WR�VXSSRUW�RXU�FXVWRPHUV¶�SXUFKDVH�RUGHU�SURFHVVLQJ��:H�FRQWLQXH�WR�LQYHVW�LQ�RXU�90,��
&0,�DQG�YHQGLQJ�VROXWLRQV�WKDW�VWUHDPOLQH�FXVWRPHU�UHSOHQLVKPHQW�DQG�WULP�RXU�FXVWRPHUV¶�LQYHQWRULHV��2XU�YHQGLQJ�
VROXWLRQV�LQFOXGH�GLIIHUHQW�NLQGV�RI�PDFKLQHV��VXFK�DV�VWRUDJH�ORFNHUV�RU�FDURXVHOV��ZKLFK�FDQ�VWDQG�DORQH�RU�EH�FRPELQHG�
ZLWK�RWKHU�PDFKLQHV���06&�YHQGLQJ�PDFKLQHV�XVH�QHWZRUN�RU�ZHE�EDVHG�VRIWZDUH�WR�HQDEOH�FXVWRPHUV�WR�JDLQ�LQYHQWRU\�
YLVLELOLW\��VDYH�WLPH�DQG�GULYH�SURILWDELOLW\�

Advanced Technologies and www.mscdirect.com.  7KH�06&�ZHEVLWH��www.mscdirect.com��LV�DYDLODEOH��� KRXUV�D�
GD\��VHYHQ�GD\V�D�ZHHN��SURYLGLQJ�SHUVRQDOL]HG�UHDO�WLPH�LQYHQWRU\�DYDLODELOLW\��VXSHULRU�VHDUFK�FDSDELOLWLHV��RQOLQH�ELOO�
SD\PHQW��GHOLYHU\�WUDFNLQJ�VWDWXV�DQG�RWKHU�HQKDQFHPHQWV��LQFOXGLQJ�ZRUN�IORZ�PDQDJHPHQW�WRROV��7KH�XVHU�IULHQGO\�VHDUFK�
HQJLQH�DOORZV�FXVWRPHUV�WR�ILQG�6.8V�E\�NH\ZRUG��SDUW�GHVFULSWLRQ��FRPSHWLWLYH�SDUW�QXPEHU��YHQGRU�QXPEHU�RU�EUDQG��7KH�
06&�ZHEVLWH�LV�D�NH\�FRPSRQHQW�RI�RXU�VWUDWHJ\�WR�UHGXFH�RXU�FXVWRPHUV¶�WUDQVDFWLRQ�FRVWV�DQG�GHOLYHU\�WLPH��

Competitive Pricing.  &XVWRPHUV�LQFUHDVLQJO\�HYDOXDWH�WKHLU�WRWDO�FRVW�RI�SXUFKDVLQJ��XVLQJ�DQG�PDLQWDLQLQJ�
LQGXVWULDO�VXSSOLHV�DQG�UHFRJQL]H�WKDW�SULFH�LV�DQ�LPSRUWDQW�DVSHFW�RI�WKHLU�SURFXUHPHQW�FRVWV��:H�PDNH�VXUH�RXU�SULFLQJ�LV�
FRPSHWLWLYH�ZKLOH�UHIOHFWLQJ�WKH�YDOXH�WKDW�ZH�EULQJ�WKURXJK�RXU�FRPSUHKHQVLYH�VHUYLFHV�

*URZWK�6WUDWHJ\

2XU�JURZWK�VWUDWHJ\�LQFOXGHV�D�QXPEHU�RI�WDFWLFV�WR�FRQWLQXH�WR�JDLQ�PDUNHW�VKDUH���7KHVH�LQFOXGH�WKH�IROORZLQJ�

Expanding and enhancing our metalworking capabilities to aggressively penetrate customers in heavy and light 
manufacturing.��06&�LV�D�OHDGLQJ�GLVWULEXWRU�RI�PHWDOZRUNLQJ�SURGXFWV�LQ�WKH�8QLWHG�6WDWHV��:H�KDYH�FRQWLQXHG�WR�H[SDQG�
RXU�PHWDOZRUNLQJ�VDOHV�WHDP��LQFUHDVH�WHFKQLFDO�VXSSRUW�DQG�HQKDQFH�VXSSOLHU�UHODWLRQVKLSV��:H�DUH�GHYHORSLQJ�KLJK�
SHUIRUPDQFH�PHWDOZRUNLQJ�SURGXFWV�PDUNHWHG�XQGHU�06&�H[FOXVLYH�EUDQGV��SURYLGLQJ�KLJK�YDOXH�SURGXFW�DOWHUQDWLYHV�IRU�
RXU�FXVWRPHUV���2XU�PHWDOZRUNLQJ�ILHOG�VSHFLDOLVWV�DQG�FHQWUDOL]HG�WHFKQLFDO�VXSSRUW�WHDP�PHPEHUV�KDYH�GLYHUVH�EDFNJURXQGV
LQ�PDFKLQLQJ��SURJUDPPLQJ��PDQDJHPHQW�DQG�HQJLQHHULQJ��7KH\�KHOS�RXU�FXVWRPHUV�VHOHFW�WKH�ULJKW�WRRO�IRU�WKH�MRE�IURP�RXU�
GHHS�VXSSOLHU�EDVH�DQG�H[FOXVLYH�EUDQGV�

Expanding programs for government and national account customers� $OWKRXJK�06&�KDV�EHHQ�SURYLGLQJ�052�
DQG�PHWDOZRUNLQJ�VXSSOLHV�WR�WKH�FRPPHUFLDO�VHFWRU�IRU�PRUH�WKDQ����\HDUV��ZH�KDYH�PRUH�UHFHQWO\�IRFXVHG�RQ�JRYHUQPHQW�
FXVWRPHUV�DQG�KDYH�D�ODUJH��JURZLQJ�FRQWUDFW�EXVLQHVV�ZLWK�QXPHURXV�IHGHUDO��VWDWH��DQG�ORFDO�HGXFDWLRQ�DJHQFLHV��:H�KDYH�
GHYHORSHG�FXVWRPL]HG�JRYHUQPHQW�DQG�QDWLRQDO�DFFRXQW�SURJUDPV��(YHQ�ZLWK�RXU�UHFHQW�VXFFHVV��ZH�VHH�SOHQW\�RI�
RSSRUWXQLW\�IRU�DGGLWLRQDO�JURZWK�LQ�WKLV�DUHD��
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:H�SURYLGH�FXVWRPL]HG�QDWLRQDO�DFFRXQW�SURJUDPV�IRU�ODUJHU�FXVWRPHUV��RIWHQ�DV�HQWHUSULVH�ZLGH�HQJDJHPHQWV��
7KHVH�QDWLRQDO�DFFRXQW�FXVWRPHUV�YDOXH�RXU�DELOLW\�WR�VXSSRUW�WKHLU�SURFXUHPHQW�QHHGV�HOHFWURQLFDOO\�WR�UHGXFH�WKHLU�
WUDQVDFWLRQDO�FRVWV��2XU�GHGLFDWHG�QDWLRQDO�DFFRXQW�PDQDJHUV�DQG�RSHUDWLRQV�H[SHUWV�SURYLGH�VXSSO\�FKDLQ�VROXWLRQV�WKDW�
UHGXFH�WKHVH�FXVWRPHUV¶�WRWDO�FRVWV�RI�SURFXUHPHQW�DQG�RZQHUVKLS�WKURXJK�LQFUHDVHG�YLVLELOLW\�LQWR�WKHLU�052�SXUFKDVHV�DQG�
LPSURYHG�PDQDJHPHQW��:H�GHPRQVWUDWH�WKHVH�VDYLQJV�E\�SURYLGLQJ�WKHVH�FXVWRPHUV�ZLWK�GHWDLOHG�UHSRUWLQJ�DW�ERWK�WKH�
HQWHUSULVH�DQG�VLWH�OHYHO�

Increasing the size and improving the productivity of our direct sales force.��:H�KDYH�LQYHVWHG�UHVRXUFHV�WR�JLYH�
RXU�VDOHV�UHSUHVHQWDWLYHV�PRUH�WLPH�ZLWK�RXU�FXVWRPHUV�DQG�SURYLGH�LQFUHDVHG�VXSSRUW�GXULQJ�WKH�052�SXUFKDVLQJ�SURFHVV��
$W�6HSWHPEHU��������� RXU�ILHOG�VDOHV�DQG�VHUYLFH�DVVRFLDWH�KHDGFRXQW�ZDV������ DQG�RXU�LQ�ERXQG�VDOHV�UHSUHVHQWDWLYH�
KHDGFRXQW�ZDV ������%HJLQQLQJ�LQ�RXU�ILVFDO�IRXUWK�TXDUWHU�RI�������ILHOG�VDOHV�DQG�VHUYLFH�SHUVRQQHO�LQFOXGHV�DOO�FXVWRPHU�
IDFLQJ�DVVRFLDWHV�LQ�DQ�H[WHUQDO�VDOHV�RU�VHUYLFH�UROH��:H�EHOLHYH�WKDW�RXU�VDOHV�IRUFH�LQYHVWPHQW�KDV�SOD\HG�D�FULWLFDO�UROH�LQ�
ERRVWLQJ�RXU�PDUNHW�VKDUH��

Increasing sales from existing customers and generating new customers with various value-added programs.��2XU�
YDOXH�DGGHG�SURJUDPV�LQFOXGH�EXVLQHVV�QHHGV�DQDO\VLV��LQYHQWRU\�PDQDJHPHQW�VROXWLRQV�DQG�ZRUNIORZ�PDQDJHPHQW�WRROV���
2XU�FXVWRPHUV�SDUWLFXODUO\�YDOXH�RXU�LQGXVWULDO�YHQGLQJ�VROXWLRQV�WKDW�FDQ�DFFRPPRGDWH�D�UDQJH�RI�SURGXFWV�IURP�SUHFLVLRQ�
FXWWLQJ�WRROV�WR�052�VXSSOLHV��

Increasing the number of product lines and productive SKUs.��:H�RIIHU�DSSUR[LPDWHO\�����������DFWLYH��VDOHDEOH�
6.8V�WKURXJK�RXU�FDWDORJV��EURFKXUHV��H&RPPHUFH�FKDQQHOV��LQFOXGLQJ�RXU�06&�ZHEVLWH��RXU�LQYHQWRU\�PDQDJHPHQW�
VROXWLRQV��DQG�FDOO�FHQWHUV�DQG�EUDQFKHV��:H�DUH�LQFUHDVLQJ�WKH�EUHDGWK�DQG�GHSWK�RI�RXU�SURGXFW�RIIHULQJV�DQG�SUXQLQJ�QRQ�
YDOXH�DGGHG�6.8V��,Q�ILVFDO�\HDU�������ZH�DGGHG�DSSUR[LPDWHO\��������6.8V��QHW�RI�6.8�UHPRYDOV��WR�RXU�DFWLYH��VDOHDEOH�
6.8�FRXQW��:H�SODQ�WR�FRQWLQXH�DGGLQJ�6.8V�LQ�ILVFDO�������

7KH�PRVW�UHFHQW�06&�FDWDORJ�LVVXHG�LQ�6HSWHPEHU������PHUFKDQGLVHV�DSSUR[LPDWHO\���������FRUH�PHWDOZRUNLQJ�
DQG�052�SURGXFWV��ZKLFK�DUH�LQFOXGHG�LQ�WKH�6.8�WRWDOV�DERYH��$SSUR[LPDWHO\�����RI�WKHVH�6.8V�DUH�06&�H[FOXVLYH�
EUDQGV��:H�DOVR�OHYHUDJH�WKH�GHSWK�DQG�EUHDGWK�RI�06&¶V�SURGXFW�SRUWIROLR�ZLWKLQ�RXU &ODVV�&�FDWHJRU\�VDOHV�FKDQQHO�

Improving our marketing programs.��06&�KDV�EXLOW�DQ�H[WHQVLYH�EX\HU�GDWDEDVH��ZKLFK�ZH�XVH�WR�SURVSHFW�IRU�QHZ�
FXVWRPHUV��:H�GHOLYHU�RXU�PDVWHU�FDWDORJV�WR�WKH�EHVW�SURVSHFWV��:H�VXSSOHPHQW�RXU�PDVWHU�FDWDORJV�ZLWK�GLUHFW�PDLO��GLJLWDO�
DQG�VHDUFK�HQJLQH�PDUNHWLQJ��DQG�HPDLO��2XU�LQGXVWU\�VSHFLILF�H[SHUWLVH�DOORZV�XV�WR�IRFXV�RXU�RXWUHDFK�RQ�WKH�PRVW�
SURPLVLQJ�JURZWK�DUHDV��

Enhancing eCommerce capabilities.��7KH�06&�ZHEVLWH�LV�D�SURSULHWDU\��EXVLQHVV�WR�EXVLQHVV��KRUL]RQWDO�
PDUNHWSODFH�VHUYLQJ�WKH�PHWDOZRUNLQJ�DQG�052�PDUNHW��7KH�06&�ZHEVLWH�DOORZV�FXVWRPHUV�WR�HQMR\�DGGHG�FRQYHQLHQFH�
ZLWKRXW�VDFULILFLQJ�FXVWRPL]HG�VHUYLFH��7KH�06&�ZHEVLWH�LV�D�NH\�FRPSRQHQW�RI�RXU�VWUDWHJ\�WR�UHGXFH�FXVWRPHUV¶�
WUDQVDFWLRQ�FRVWV�DQG�LQWHUQDO�UHTXLVLWLRQ�WLPH��0RVW�RUGHUV�PRYH�GLUHFWO\�IURP�WKH�FXVWRPHU¶V�GHVNWRS�WR�RXU�FXVWRPHU�
IXOILOOPHQW�FHQWHU�IORRU��UHPRYLQJ�KXPDQ�HUURU��UHGXFLQJ�KDQGOLQJ�FRVWV�DQG�VSHHGLQJ�XS�WKH�WUDQVDFWLRQ�IORZ��06&�FRQWLQXHV�
WR�HYDOXDWH�WKH�06&�ZHEVLWH�DQG�VROLFLW�FXVWRPHU�IHHGEDFN��PDNLQJ�RQ�JRLQJ�LPSURYHPHQWV�WR�HQVXUH�WKDW�LW�UHPDLQV�D�
SUHPLHU�ZHEVLWH�LQ�RXU�PDUNHWSODFH�� 7KH�06&�ZHEVLWH�SURYLGHV�DGYDQFHG�IHDWXUHV��VXFK�DV�RUGHU�DSSURYDO��ZRUNIORZ��DQG�
SXUFKDVH�RUGHU�FRQWURO��WKDW�RXU�FXVWRPHUV�LQWHUDFW�ZLWK�LQ�RUGHU�WR�GHULYH�EXVLQHVV�YDOXH�EH\RQG�PHUHO\�SODFLQJ�DQ�RUGHU���
0DQ\�ODUJH�FXVWRPHU�DFFRXQWV�WUDQVDFW�EXVLQHVV�ZLWK�06&�XVLQJ�H3URFXUHPHQW�VROXWLRQ�SURYLGHUV�WKDW�VHOO�D�VXLWH�RI�
H&RPPHUFH�SURGXFWV��:H�KDYH�DVVRFLDWLRQV�ZLWK�PDQ\�RI�WKHVH�SURYLGHUV�DQG�FRQWLQXH�WR�HYDOXDWH�DQG�H[SDQG�RXU�
H3URFXUHPHQW�FDSDELOLWLHV�

Improving our excellent customer support service.��06&�FRQVLVWHQWO\�UHFHLYHV�KLJK�FXVWRPHU�VDWLVIDFWLRQ�UDWLQJV��
DFFRUGLQJ�WR�FXVWRPHU�VXUYH\V��:H�GRQ¶W�MXVW�VWULYH�WR�PHHW�RXU�FXVWRPHUV¶�VHUYLFH�QHHGV��ZH�ZRUN�WR�DQWLFLSDWH�WKHP��7KLV�
IRFXV�RQ�RXU�FXVWRPHUV¶�QHHGV�PDNHV�XV�VWDQG�DSDUW�LQ�WKH�PDUNHW��:H�XVH�FXVWRPHU�FRPPHQW�FDUGV��VXUYH\V�DQG RWKHU�
FXVWRPHU�RXWUHDFK�WRROV��XVLQJ�WKHLU�IHHGEDFN�WR�GULYH�WKH�QH[W�JHQHUDWLRQ�RI�LPSURYHPHQWV�WR�WKH�FXVWRPHU�H[SHULHQFH�

Selectively pursuing strategic acquisitions.��06&�LV�D�OHDGHU�LQ�WKH�KLJKO\�IUDJPHQWHG�LQGXVWULDO�GLVWULEXWLRQ�PDUNHW�
ZLWK�VLJQLILFDQW�RSSRUWXQLWLHV�IRU�RUJDQLF�DQG�DFTXLVLWLYH�JURZWK��:H�DFWLYHO\�SXUVXH�VWUDWHJLF�DFTXLVLWLRQV�WKDW�GHHSHQ�RXU�
PHWDOZRUNLQJ�H[SHUWLVH��H[WHQG�RXU�FDSDELOLWLHV�LQWR�VWUDWHJLF�DGMDFHQFLHV��DQG�H[SDQG�RXU�PDUNHWV�LQ�1RUWK�$PHULFD��,Q�$SULO
������06&�FRPSOHWHG�WKH�DFTXLVLWLRQ�RI�$OO�,QWHJUDWHG�6ROXWLRQV��³$,6´���$,6�LV�D�OHDGLQJ�YDOXH�DGGHG�GLVWULEXWRU�RI�
LQGXVWULDO�IDVWHQHUV�DQG�FRPSRQHQWV��052�VXSSOLHV�DQG�DVVHPEO\�WRROV�EDVHG�LQ�)UDQNVYLOOH��:LVFRQVLQ��$,6�GHOLYHUV�
SURGXFWLRQ�IDVWHQHUV�DQG�FXVWRP�WRRO�DQG�IDVWHQHU�VROXWLRQV�IRU�XVH�LQ�WKH�DVVHPEO\�RI�PDQXIDFWXUHG�FRPPHUFLDO�DQG�
FRQVXPHU�SURGXFWV��7KH�FRPSDQ\¶V�PRUH�WKDQ�����DVVRFLDWHV�VHUYH�FXVWRPHUV�LQ�D�UHJLRQ�WKDW�LQFOXGHV�:LVFRQVLQ��
0LQQHVRWD��0LFKLJDQ��,RZD��,QGLDQD�DQG�1RUWK�'DNRWD��06&�SODQV�WR�SURYLGH�$,6¶V�FXVWRPHU�EDVH�ZLWK�LWV�����PLOOLRQ�
SURGXFW�SRUWIROLR�WR�VXSSRUW�WKHLU�IXOO�PHWDOZRUNLQJ�DQG�052�QHHGV��6LPLODUO\��06&�ZLOO�H[WHQG�$,6¶V�SURGXFWLRQ�IDVWHQHU�
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DQG�90,�VROXWLRQV�WR�LWV�PDQXIDFWXULQJ�FXVWRPHUV�WKDW�VKDUH�D�FRPPRQ�IRRWSULQW��$,6�SURYLGHV�D�VROLG�JURZWK�SODWIRUP�IRU�
H[SDQVLRQ�LQ�WKH�SURGXFWLRQ�IDVWHQHUV�PDUNHW��FRPSOHPHQWLQJ�RXU�UREXVW�&ODVV�&�IDVWHQHU�DQG�90,�VROXWLRQV���$,6¶V�UHYHQXH�
LQ�FDOHQGDU������ZDV�DSSUR[LPDWHO\�����PLOOLRQ��,Q�-XO\�������06&�FRPSOHWHG�WKH�DFTXLVLWLRQ�RI�'(&2�7RRO�6XSSO\�&R��
�³'(&2´���DQ�LQGXVWULDO�VXSSO\�GLVWULEXWRU�EDVHG�LQ�'DYHQSRUW��,RZD��'(&2�DVVRFLDWHV�ZRUN�DFURVV����EUDQFK�RIILFHV�
ORFDWHG�SULPDULO\�LQ�WKH�0LGZHVW��'(&2¶V�VDOHV�IRUFH�DQG�EUDQFK�IRRWSULQW�FRPSOHPHQW 06&¶V�FRYHUDJH�LQ�WKH�UHJLRQ��06&�
ZLOO�EH�DEOH�WR�SURYLGH�'(&2�FXVWRPHUV�DFFHVV�WR�06&
V�SURGXFW�SRUWIROLR�WR�VXSSRUW�WKHLU�IXOO�PHWDOZRUNLQJ�DQG�052
QHHGV��7KH�DFTXLVLWLRQ�HQKDQFHV�RXU�PHWDOZRUNLQJ�EXVLQHVV��EHFDXVH�'(&2�DVVRFLDWHV�EULQJ�FRQVLGHUDEOH�H[SHULHQFH�DQG�
H[SHUWLVH�LQ�PHWDOZRUNLQJ�VROXWLRQV��

3URGXFWV

2XU�EURDG�UDQJH�RI�052�SURGXFWV�LQFOXGHV�FXWWLQJ�WRROV��PHDVXULQJ�LQVWUXPHQWV��WRROLQJ�FRPSRQHQWV��PHWDOZRUNLQJ�
SURGXFWV��IDVWHQHUV��IODW�VWRFN��UDZ�PDWHULDOV��DEUDVLYHV��PDFKLQHU\�KDQG�DQG�SRZHU�WRROV��VDIHW\�DQG�MDQLWRULDO�VXSSOLHV��
SOXPELQJ�VXSSOLHV��PDWHULDOV�KDQGOLQJ�SURGXFWV��SRZHU�WUDQVPLVVLRQ�FRPSRQHQWV��DQG�HOHFWULFDO�VXSSOLHV��2XU�ODUJH�DQG�
JURZLQJ�QXPEHU�RI�6.8V�PDNHV�XV�DQ�LQFUHDVLQJO\�YDOXDEOH�SDUWQHU�WR�RXU�FXVWRPHUV�DV�WKH\�ORRN�WR�WULP�WKHLU�VXSSOLHU�EDVH��
2XU�DVVRUWPHQW�IURP�PXOWLSOH�SURGXFW�VXSSOLHUV DQG�06&�H[FOXVLYH�EUDQGV��SULFHV�DQG�TXDOLW\�OHYHOV�HQDEOHV�RXU�FXVWRPHUV�
WR�VHOHFW�IURP�³JRRG�EHWWHU�EHVW´�RSWLRQV�RQ�QHDUO\�DOO�WKHLU�SXUFKDVHV��:H�VWDQG�DSDUW�IURP�RXU�FRPSHWLWRUV�E\�RIIHULQJ�QDPH�
EUDQG��H[FOXVLYH�EUDQG��DQG�JHQHULF�SURGXFWV��GHSWK�LQ�RXU�FRUH�SURGXFW�OLQHV��DQG�FRPSHWLWLYH�SULFLQJ�

:H�SXUFKDVH�VXEVWDQWLDOO\�DOO�RXU�SURGXFWV�GLUHFWO\�IURP�DSSUR[LPDWHO\�������VXSSOLHUV��1R�VLQJOH�VXSSOLHU�
DFFRXQWHG�IRU�PRUH�WKDQ����RI�RXU�WRWDO�SXUFKDVHV�LQ�ILVFDO�������ILVFDO�������RU�ILVFDO������

&XVWRPHU�)XOILOOPHQW�&HQWHUV

:H�KDYH�EHHQ�HQKDQFLQJ�RXU�GLVWULEXWLRQ�HIILFLHQF\�DQG�FDSDELOLWLHV�IRU�GHFDGHV��:KHQ�RXU�FXVWRPHUV�RUGHU�DQ�LQ�
VWRFN�SURGXFW�RQOLQH�RU�YLD�SKRQH��ZH�VKLS�LW�WKH�GD\�WKH�RUGHU�LV�SODFHG�����RI�WKH�WLPH��:H�GR�WKDW�WKURXJK�RXU����FXVWRPHU
IXOILOOPHQW�FHQWHUV�DQG�����EUDQFK�RIILFHV��6RPH�VSHFLDOW\�RU�FXVWRP�LWHPV�DQG�YHU\�ODUJH�RUGHUV�DUH�VKLSSHG�GLUHFWO\�IURP�
WKH�PDQXIDFWXUHU��:H�PDQDJH�RXU�SULPDU\�FXVWRPHU�IXOILOOPHQW�FHQWHUV�YLD�FRPSXWHU�EDVHG�6.8�WUDFNLQJ�V\VWHPV�DQG�UDGLR�
IUHTXHQF\�GHYLFHV�WKDW�ORFDWH�VSHFLILF�VWRFN�LWHPV�WR�PDNH�WKH�VHOHFWLRQ�SURFHVV PRUH�HIILFLHQW��

6DOHV�DQG�0DUNHWLQJ

:H�VHUYH�LQGLYLGXDO�PDFKLQH�VKRSV��)RUWXQH�����FRPSDQLHV��JRYHUQPHQW�DJHQFLHV�DQG�PDQXIDFWXUHUV�RI�DOO�VL]HV��
:H�IRFXV�RQ�UHODWLYHO\�KLJKHU�PDUJLQ� ORZHU�YROXPH�SURGXFWV��:LWK�RXU DFTXLVLWLRQV RI $,6�LQ�ILVFDO������DQG %DUQHV�
'LVWULEXWLRQ�1RUWK�$PHULFD�LQ�ILVFDO�������ZH�KDYH�LQFUHDVHG�RXU�SUHVHQFH�LQ�WKH�IDVWHQHU�DQG�&ODVV�&�SURGXFW�FDWHJRULHV�DQG�
VLJQLILFDQWO\�LQFUHDVHG�RXU�SUHVHQFH�LQ�WKH�90,�VSDFH��90,�LQYROYHV�QRW�RQO\�WKH�VHOOLQJ�RI�WKH�PDLQWHQDQFH�FRQVXPDEOHV�E\�
RXU�DVVRFLDWHV��EXW�DOVR�WKH�PDQDJHPHQW�RI�DSSURSULDWH�VWRFN�OHYHOV�IRU�WKH�FXVWRPHU��ZULWLQJ�WKH�QHFHVVDU\�UHSOHQLVKPHQW�
RUGHUV��SXWWLQJ�DZD\�WKH�VWRFN��DQG�PDLQWDLQLQJ�D�FOHDQ�DQG�RUJDQL]HG�LQYHQWRU\�DUHD���

)HGHUDO�JRYHUQPHQW�FXVWRPHUV�LQFOXGH�WKH�8�6��3RVWDO�6HUYLFH��WKH�'HSDUWPHQW�RI�'HIHQVH��ODUJH�DQG�VPDOO�PLOLWDU\�
EDVHV��9HWHUDQV�$IIDLUV�KRVSLWDOV��DQG�IHGHUDO�FRUUHFWLRQDO�IDFLOLWLHV��:H�KDYH�LQGLYLGXDO�VWDWH�FRQWUDFWV�EXW�DOVR�DUH�HQJDJHG�
LQ�VHYHUDO�VWDWH�FRRSHUDWLYHV�

2XU�QDWLRQDO�DFFRXQW�SURJUDP�DOVR�LQFOXGHV�)RUWXQH�����FRPSDQLHV� ODUJH�SULYDWHO\�KHOG�FRPSDQLHV��DQG�
LQWHUQDWLRQDO�FRPSDQLHV�GRLQJ�EXVLQHVV�LQ�WKH�8QLWHG�6WDWHV� :H�KDYH�LGHQWLILHG�KXQGUHGV�RI�DGGLWLRQDO�QDWLRQDO�DFFRXQW�
SURVSHFWV�DQG�KDYH�JLYHQ�RXU�VDOHV�WHDP�WRROV�WR�HQVXUH�ZH�DUH�WDUJHWLQJ�SURVSHFWLYH�FXVWRPHUV�WKDW�EHVW�ILW�WKH�06&�PRGHO�

:H�KDYH�LPSOHPHQWHG�DGYDQFHG�DQDO\WLFV�DQG�VLJQLILFDQWO\�LQFUHDVHG�WKH�UHWXUQ�RQ�RXU�GLUHFW�PDUNHWLQJ�LQYHVWPHQWV�
GHVLJQHG�WR�DFTXLUH�QHZ�FXVWRPHUV�DQG�LQFUHDVH�RXU�VKDUH�RI�EXVLQHVV�ZLWK�FXUUHQW�FXVWRPHUV��:KLOH�PDVWHU�FDWDORJV��
SURPRWLRQDO�FDWDORJV�DQG�EURFKXUHV�FRQWLQXH�WR�SOD\�DQ�LPSRUWDQW�UROH�LQ�RXU�HIIRUWV��ZH�DFFHOHUDWHG�D�VKLIW�WR�VHDUFK�HQJLQH
PDUNHWLQJ��HPDLO�PDUNHWLQJ�DQG�RQOLQH�DGYHUWLVLQJ�WR�DGGUHVV�FKDQJHV�LQ�RXU�FXVWRPHUV¶�EX\LQJ�EHKDYLRU���:H�XVH�RXU�RZQ�
GDWDEDVH�RI�RYHU�WKUHH PLOOLRQ�FRQWDFWV�WRJHWKHU�ZLWK�H[WHUQDO�PDLOLQJ�OLVWV�WR�WDUJHW�EX\HUV�ZLWK�WKH�KLJKHVW�OLNHOLKRRG�WR�EX\���

2XU�VDOHV�UHSUHVHQWDWLYHV�DUH�KLJKO\�WUDLQHG�DQG�H[SHULHQFHG�LQGLYLGXDOV�ZKR�EXLOG�UHODWLRQVKLSV�ZLWK�FXVWRPHUV��
DVVLVW�FXVWRPHUV�LQ�UHGXFLQJ�FRVWV��SURYLGH�DQG�FRRUGLQDWH�WHFKQLFDO�VXSSRUW��FRRUGLQDWH�VSHFLDO�RUGHUV�DQG�VKLSPHQWV�ZLWK�
YHQGRUV� DQG�XSGDWH�FXVWRPHU�DFFRXQW�SURILOHV�LQ�RXU�LQIRUPDWLRQ�V\VWHPV�GDWDEDVHV��2XU�PDUNHWLQJ�DSSURDFK�FHQWHUV�RQ�WKH�
DELOLW\�RI�RXU VDOHV�UHSUHVHQWDWLYHV��DUPHG�ZLWK�RXU�FRPSUHKHQVLYH�GDWDEDVHV�DV�D�UHVRXUFH��WR�UHVSRQG�HIIHFWLYHO\�WR�WKH�
FXVWRPHU¶V�QHHGV��:KHQ�D�FXVWRPHU�SODFHV�D�FDOO�WR�06&��WKH�VDOHV�UHSUHVHQWDWLYH�RQ�WKH�RWKHU�HQG�RI�WKH�OLQH�KDV�LPPHGLDWH�
DFFHVV�WR�WKDW�FXVWRPHU¶V�FRPSDQ\�DQG�VSHFLILF�EX\HU�SURILOH��ZKLFK�LQFOXGHV�ELOOLQJ�DQG�SXUFKDVLQJ�WUDFN�UHFRUGV� DQG�SODQW�
DQG�LQGXVWU\�LQIRUPDWLRQ��0HDQZKLOH��WKH�VDOHV�UHSUHVHQWDWLYH�KDV�DFFHVV�WR�LQYHQWRU\�OHYHOV�RQ�HYHU\�6.8�ZH�FDUU\��
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2XU�LQ�ERXQG�VDOHV�UHSUHVHQWDWLYHV�DW�RXU�FXVWRPHU�FDUH�FHQWHUV�XQGHUJR�DQ�LQWHQVLYH�VHYHQ�ZHHN�WUDLQLQJ�FRXUVH��
IROORZHG�XS�E\�UHJXODU�RQ�VLWH�WUDLQLQJ�VHPLQDUV�DQG�ZRUNVKRSV��:H�PRQLWRU�DQG�HYDOXDWH�RXU�VDOHV�DVVRFLDWHV�DW�UHJXODU�
LQWHUYDOV��DQG�SURYLGH�RXU�VDOHV�DVVRFLDWHV�ZLWK�WHFKQLFDO�WUDLQLQJ�E\�RXU�LQ�KRXVH�VSHFLDOLVWV�DQG�SURGXFW�YHQGRUV��:H�
PDLQWDLQ�D�VHSDUDWH�WHFKQLFDO�VXSSRUW�JURXS�GHGLFDWHG�WR�DQVZHULQJ�FXVWRPHU�LQTXLULHV�DQG�DVVLVWLQJ�RXU�FXVWRPHUV�ZLWK�
SURGXFW�RSHUDWLRQ�LQIRUPDWLRQ�DQG�ILQGLQJ�WKH�PRVW�HIILFLHQW�VROXWLRQV�WR�PDQXIDFWXULQJ�SUREOHPV�
��
%UDQFK�2IILFHV

:H�RSHUDWH�����EUDQFK�RIILFHV��7KHUH�DUH����EUDQFK�RIILFHV�ZLWKLQ�WKH�8QLWHG�6WDWHV�ORFDWHG�LQ����VWDWHV��DQG�RQH�
ORFDWHG�LQ�WKH�8�.��:H�KDYH�H[SHULHQFHG�KLJKHU�VDOHV�JURZWK�DQG�PDUNHW�SHQHWUDWLRQ�LQ�DUHDV�DURXQG�RXU�EUDQFK�RIILFHV�DQG�
EHOLHYH�WKH\�SOD\�DQ LQWHJUDO�UROH�LQ�REWDLQLQJ�QHZ�DFFRXQWV�DQG�SHQHWUDWLQJ�H[LVWLQJ�RQHV��7KLV�LQFOXGHV�VHYHQ�EUDQFK�RIILFHV�
DGGHG�ZLWK�WKH�DFTXLVLWLRQ�RI�$,6�LQ�$SULO�������

3XEOLFDWLRQV

2XU�SULPDU\�UHIHUHQFH�SXEOLFDWLRQV�DUH�RXU�PDVWHU�FDWDORJV��ZKLFK�DUH�VXSSRUWHG�E\�VSHFLDOW\�DQG�SURPRWLRQDO�
FDWDORJV�DQG�EURFKXUHV��06&�SURGXFHV�WZR�DQQXDO�FDWDORJV��WKH�06&�%LJ�%RRN��ZKLFK�FRQWDLQV�D�FRPSUHKHQVLYH�RIIHULQJ�
DFURVV�DOO�SURGXFW�OLQHV� DQG�WKH�06&�0HWDOZRUNLQJ�FDWDORJ���:H�XVH�VSHFLDOW\�DQG�SURPRWLRQDO�SXEOLFDWLRQV�WR�WDUJHW�
FXVWRPHUV�LQ�VSHFLILF�DUHDV��VXFK�DV�PHWDO�IDEULFDWLRQ��IDFLOLWLHV�PDQDJHPHQW��VDIHW\�DQG�MDQLWRULDO��6SHFLDOW\�DQG�SURPRWLRQDO�
FDWDORJV��WDUJHWHG�WR�RXU�EHVW�SURVSHFWV��RIIHU�D�PRUH�IRFXVHG�VHOHFWLRQ�RI�SURGXFWV�DW�D�ORZHU�FDWDORJ�SURGXFWLRQ�FRVW�DQG�
PRUH�HIILFLHQW�XVH�RI�DGYHUWLVLQJ�VSDFH�

:H�SHULRGLFDOO\�EDODQFH�RQJRLQJ�VWUDWHJLHV�WR�LPSURYH�GLUHFW�PDUNHWLQJ�SURGXFWLYLW\�DQG�LQFUHDVH�UHWXUQ�RQ�
DGYHUWLVLQJ�GROODUV�VSHQW�DJDLQVW�SURJUDPV�WR�LQFUHDVH�UHYHQXH�DQG�OLIHWLPH�YDOXH��:KLOH�PDVWHU�FDWDORJV��SURPRWLRQDO�
FDWDORJV�DQG�EURFKXUHV�FRQWLQXH�WR�SOD\�DQ�LPSRUWDQW�UROH�LQ�RXU�HIIRUWV��ZH�FRQWLQXH�WR�H[SHULHQFH�D�VKLIW�WR�VHDUFK�HQJLQH�
PDUNHWLQJ��HPDLO�PDUNHWLQJ�DQG�RQOLQH�DGYHUWLVLQJ�WR�DGGUHVV�FKDQJHV�LQ�RXU�FXVWRPHUV¶�EX\LQJ�EHKDYLRU� $V�VXFK��RXU�
PDLOLQJ�YROXPH�KDV�WUHQGHG�GRZQ�DV VKRZQ�EHORZ�
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1XPEHU�RI�SXEOLFDWLRQV�PDLOHG ���������� ���������� ����������
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&XVWRPHU�6HUYLFH

2QH�RI�RXU�JRDOV�LV�WR�PDNH�SXUFKDVLQJ�RXU�SURGXFWV�DV�FRQYHQLHQW�DV�SRVVLEOH� &XVWRPHUV�VXEPLW�PRUH�WKDQ�����RI�
WKHLU�RUGHUV�GLJLWDOO\�WKURXJK RXU�WHFKQRORJ\�SODWIRUPV �ZHEVLWH��YHQGLQJ�PDFKLQHV��DQG�H3URFXUHPHQW�� 7KH�UHPDLQLQJ�
RUGHUV�DUH�SULPDULO\�SODFHG�YLD�WHOHSKRQH��ID[�DQG�PDLO� 7KH�HIILFLHQW�KDQGOLQJ�RI�RUGHUV�LV�D�FULWLFDO�DVSHFW�RI�RXU�EXVLQHVV�
2UGHU�HQWU\�DQG�IXOILOOPHQW�RFFXUV�DW�HDFK�RI�RXU�EUDQFKHV�DQG�RXU�PDLQ�FXVWRPHU�FDUH�FHQWHUV��PRVWO\�ORFDWHG�DW�RXU�
FXVWRPHU�IXOILOOPHQW�FHQWHUV��&XVWRPHU�FDUH�SKRQH�UHSUHVHQWDWLYHV�HQWHU�QRQ�GLJLWDO�RUGHUV�LQWR�FRPSXWHUL]HG�RUGHU�
SURFHVVLQJ�V\VWHPV��,Q�WKH�HYHQW�RI�D�ORFDO�RU�UHJLRQDO�EUHDNGRZQ��D�FDOO�FDQ�XVXDOO\�EH�UH�URXWHG�WR�DQ�DOWHUQDWLYH�ORFDWLRQ��
:KHQ�DQ�RUGHU�HQWHUV�WKH�V\VWHP��D�FUHGLW�FKHFN�LV�SHUIRUPHG��LI�WKH�FUHGLW�LV�DSSURYHG��WKH�RUGHU�LV�XVXDOO\�WUDQVPLWWHG�WR�WKH�
FXVWRPHU�IXOILOOPHQW�FHQWHU�FORVHVW�WR�WKH�FXVWRPHU��&XVWRPHUV�DUH�LQYRLFHG�IRU�PHUFKDQGLVH��VKLSSLQJ�DQG�KDQGOLQJ�
SURPSWO\�DIWHU�VKLSPHQW�

,QIRUPDWLRQ�6\VWHPV

2XU�LQIRUPDWLRQ�V\VWHPV�HQDEOH�XV�WR�FHQWUDOL]H�PDQDJHPHQW�RI�NH\�IXQFWLRQV��LQFOXGLQJ�FRPPXQLFDWLRQ�OLQNV�
EHWZHHQ�FXVWRPHU�IXOILOOPHQW�FHQWHUV��LQYHQWRU\�DQG�DFFRXQWV�UHFHLYDEOH��SXUFKDVLQJ��SULFLQJ��VDOHV�DQG�GLVWULEXWLRQ��DQG�WKH�
SUHSDUDWLRQ�RI�GDLO\�RSHUDWLQJ�FRQWURO�UHSRUWV��7KHVH�V\VWHPV�KHOS�XV�VKLS�RQ�D�VDPH�GD\�EDVLV��UHVSRQG�TXLFNO\�WR�RUGHU�
FKDQJHV��SURYLGH�D�KLJK�OHYHO�RI�FXVWRPHU�VHUYLFH��DQG�UHGXFH�FRVWV��2XU�H&RPPHUFH�HQYLURQPHQW�LV�EXLOW�XSRQ�D�FRPELQHG�
SODWIRUP�RI�RXU�RZQ�LQWHOOHFWXDO�SURSHUW\��VWDWH�RI�WKH�DUW�VRIWZDUH�IURP�WKH�ZRUOG¶V�OHDGLQJ�LQWHUQHW�WHFKQRORJ\�SURYLGHUV�
DQG�ZRUOG�FODVV�SURGXFW�GDWD��7KLV�SRZHUIXO�FRPELQDWLRQ�RI�UHVRXUFHV�KHOSV�XV�GHOLYHU�D�VXSHULRU�RQOLQH�VKRSSLQJ�H[SHULHQFH�
ZLWK�H[WUHPHO\�KLJK�OHYHOV�RI�UHOLDELOLW\�



�

0RVW�RI�RXU�LQIRUPDWLRQ�V\VWHPV�RSHUDWH�LQ�UHDO�WLPH�RYHU�D�ZLGH�DUHD�QHWZRUN��OHWWLQJ�HDFK�FXVWRPHU�IXOILOOPHQW�
FHQWHU�DQG�EUDQFK�RIILFH�VKDUH�LQIRUPDWLRQ�DQG�PRQLWRU�GDLO\�SURJUHVV�RQ�VDOHV�DFWLYLW\��FUHGLW�DSSURYDO��LQYHQWRU\�OHYHOV��
VWRFN�EDODQFLQJ��YHQGRU�UHWXUQV��RUGHU�IXOILOOPHQW�DQG�RWKHU�SHUIRUPDQFH�PHDVXUHV��:H�PDLQWDLQ�D�VRSKLVWLFDWHG�EX\LQJ�DQG�
LQYHQWRU\�PDQDJHPHQW�V\VWHP�WKDW�PRQLWRUV�DOO�RXU�6.8V�DQG�DXWRPDWLFDOO\�SXUFKDVHV�LQYHQWRU\�IURP�YHQGRUV�IRU�
UHSOHQLVKPHQW�EDVHG�RQ�SURMHFWHG�FXVWRPHU�RUGHULQJ�PRGHOV��:H�DOVR�PDLQWDLQ�DQ�(OHFWURQLF�'DWD�,QWHUFKDQJH��³(',´��
SXUFKDVLQJ�SURJUDP�ZLWK�RXU�YHQGRUV�WR�ERRVW�RUGHU�SODFHPHQW�HIILFLHQF\��UHGXFH�RUGHU�F\FOH�SURFHVVLQJ�WLPH��DQG�LQFUHDVH�
RUGHU�DFFXUDF\�

,Q�DGGLWLRQ�WR�GHYHORSLQJ�WKH�SURSULHWDU\�FRPSXWHU�VRIWZDUH�SURJUDPV�IRU�XVH�LQ�WKH�FXVWRPHU�VHUYLFH�DQG�
GLVWULEXWLRQ�RSHUDWLRQV��ZH�DOVR�SURYLGH�D�FRPSUHKHQVLYH�(',�DQG�([WHQVLEOH�0DUNXS�/DQJXDJH��³;0/´��RUGHULQJ�V\VWHP�
WR�VXSSRUW�RXU�FXVWRPHU�EDVHG�SXUFKDVH�RUGHU�SURFHVVLQJ��:H�DOVR�PDLQWDLQ�D�SURSULHWDU\�KDUGZDUH�DQG�VRIWZDUH�SODWIRUP�WR�
VXSSRUW�RXU�90,�SURJUDP��ZKLFK�DOORZV�FXVWRPHUV�WR�LQWHJUDWH�VFDQQHU�DFFXPXODWHG�RUGHUV�GLUHFWO\�LQWR�RXU�6DOHV�2UGHU�
(QWU\�V\VWHP�DQG�ZHEVLWH��2XU�&0,�SURJUDP�HQDEOHV�FXVWRPHUV�WR�VLPSO\�DQG�HIIHFWLYHO\�UHSOHQLVK�LQYHQWRU\�E\�VXEPLWWLQJ�
RUGHUV�GLUHFWO\�WR�RXU�ZHEVLWH��2XU�FXVWRPL]HG�YHQGLQJ�V\VWHPV�DUH�XVHG�E\�FXVWRPHUV�LQ�PDQXIDFWXULQJ�SODQWV�DFURVV�WKH�
8QLWHG�6WDWHV WR�KHOS�WKHP�DFKLHYH�VXSSO\�FKDLQ�DQG�VKRS�IORRU�RSWLPL]DWLRQ��WKURXJK�LQYHQWRU\�PDQDJHPHQW�DQG�UHGXFHG�
WRROLQJ�DQG�ODERU�FRVWV��2XU�90,��&0,�DQG�YHQGLQJ�FDSDELOLWLHV�IXQFWLRQ�GLUHFWO\�DV�IURQW�HQG�RUGHULQJ�V\VWHPV�IRU�RXU�H�
3RUWDO�EDVHG�FXVWRPHUV��7KHVH�VROXWLRQV�WDNH�DGYDQWDJH�RI�DGYDQFHG�WHFKQRORJLHV�EXLOW�XSRQ�WKH�ODWHVW�LQQRYDWLRQV�LQ�
ZLUHOHVV�DQG�FORXG�EDVHG�FRPSXWLQJ�

2XU�FRUH�EXVLQHVV�V\VWHPV�UXQ�LQ�D�KLJKO\�GLVWULEXWHG�FRPSXWLQJ�HQYLURQPHQW�DQG�XWLOL]H�ZRUOG�FODVV�VRIWZDUH�DQG�
KDUGZDUH�SODWIRUPV IURP�NH\�SDUWQHUV���:H�XWLOL]H�GLVDVWHU�UHFRYHU\�WHFKQLTXHV�DQG�SURFHGXUHV��ZKLFK�DUH�FRQVLVWHQW�ZLWK�
EHVW�SUDFWLFHV�LQ�HQWHUSULVH�LQIRUPDWLRQ�WHFKQRORJ\��³,7´���*LYHQ�VXFK�D�GLVWULEXWHG�,7�HQYLURQPHQW��ZH�UHJXODUO\�UHYLHZ�DQG�
XSJUDGH�RXU�V\VWHPV��:H�EHOLHYH�WKDW�RXU�FXUUHQW�V\VWHPV�DQG�SUDFWLFH�RI�LPSOHPHQWLQJ�UHJXODU�XSGDWHV�DUH�DGHTXDWH�WR�
VXSSRUW�RXU�FXUUHQW�QHHGV��,Q�ILVFDO�������ZH�ZHQW�OLYH�RQ�RXU�XSJUDGHG�FRUH�ILQDQFLDO�V\VWHPV�DQG�LQ�ILVFDO������ZH�ZHQW�
OLYH�RQ�D�QHZ�+XPDQ�5HVRXUFHV�SODWIRUP���:H�DUH�FRQWLQXLQJ�WR�XSJUDGH�RXU�V\VWHPV�DQG�SODQ�WR�PDNH�LQYHVWPHQWV�DV�
QHFHVVDU\�WR�HQKDQFH�RXU�RSHUDWLRQDO�HIIHFWLYHQHVV�

:LWK�WKH�DGYHQW�RI�DGYDQFHG�PRELOH�WHFKQRORJLHV�VXFK�DV�VPDUW�SKRQHV�DQG�WDEOHWV��DFFHVV�WR�LQIRUPDWLRQ�DQG�
GHFLVLRQ�PDNLQJ�FDQ�QRZ�EH�PDGH�DQ\WLPH��DQ\ZKHUH��5HFRJQL]LQJ�WKLV�QHHG��ZH�KDYH�GHSOR\HG�WHFKQRORJ\�WR�VHFXUHO\�
PDQDJH�DQG PDLQWDLQ�DFFHVV�WR�HQWHUSULVH�LQIRUPDWLRQ�IURP�PRELOH�GHYLFHV�WKDW�PHHW�RXU�VHFXULW\�VWDQGDUGV� 2XU�VDOHV�
UHSUHVHQWDWLYHV�DUH�HTXLSSHG�ZLWK�SURSULHWDU\�PRELOH�WHFKQRORJ\�WKDW�DOORZV�WKHP�WR�WDS�LQWR�06&¶V�VXSSO\�FKDLQ�GLUHFWO\�
IURP�RXU�FXVWRPHUV¶�PDQXIDFWXULQJ�SODQWV�DQG�PDNH�VXUH�WKDW�FULWLFDO�LQYHQWRU\�LV�DOZD\V�RQ�VLWH�DQG�DYDLODEOH��,Q�DGGLWLRQ��
ZH�DUH�HQKDQFLQJ�RXU�FXVWRPHU�ZHEVLWHV�DQG�SRUWDOV�WR�UHIOHFW�WKLV�QHZ�PRELOH�UHDOLW\�DW�D�SDFH�LQ�OLQH�ZLWK�FXVWRPHU�
DGRSWLRQ�RI PRELOH�WHFKQRORJ\�

2XU�FXVWRPHU�FDUH�FHQWHUV�DQG�EUDQFK�RIILFHV�LPSOHPHQWHG�D�VWDWH�RI�WKH�DUW�SKRQH�V\VWHP�DQG�ZRUNIRUFH�
RSWLPL]DWLRQ�SODWIRUP�LQ�ILVFDO������ 7KH�IHDWXUHV�ZLWKLQ�WKH SODWIRUP�FUHDWH�D�VHDPOHVV�HQYLURQPHQW�HTXLSSHG�ZLWK�
DGYDQFHG�DSSOLFDWLRQV�WKDW�DVVLVW�RXU�DVVRFLDWHV�LQ�RSWLPL]LQJ�RXU�FXVWRPHUV¶�H[SHULHQFH��7KH�DUFKLWHFWXUH�KDV�HVWDEOLVKHG�D�
G\QDPLF�LQIUDVWUXFWXUH�WKDW�LV�VFDODEOH�ERWK�LQ�WHUPV�RI�RSHUDWLRQV�DQG�IXWXUH�FDSDELOLWLHV��:H�DUH�FRQWLQXLQJ�WR�LPSOHPHQW�
DGGLWLRQDO�IXQFWLRQDOLW\�DLPHG�DW�HQKDQFLQJ�WKH�HQJDJHPHQW�DQG�SHUVRQDOL]DWLRQ�RI�WKH�FXVWRPHU�H[SHULHQFH�UHJDUGOHVV�RI�WKH�
FRQWDFW�PHWKRG�FKRVHQ�

&RPSHWLWLRQ

7KH�052�VXSSO\�LQGXVWU\�LV�D�ODUJH��IUDJPHQWHG�LQGXVWU\�WKDW�LV�KLJKO\�FRPSHWLWLYH��:H�IDFH�FRPSHWLWLRQ�IURP��
WUDGLWLRQDO�FKDQQHOV�RI�GLVWULEXWLRQ��VXFK�DV�UHWDLO�RXWOHWV��VPDOO�GHDOHUVKLSV��UHJLRQDO�DQG QDWLRQDO�GLVWULEXWRUV�XWLOL]LQJ�GLUHFW�
VDOHV�IRUFHV��PDQXIDFWXUHUV�RI�052�VXSSOLHV��ODUJH�ZDUHKRXVH VWRUHV��DQG�ODUJHU�GLUHFW�PDLO�GLVWULEXWRUV��:H�DOVR�IDFH�
VXEVWDQWLDO�FRPSHWLWLRQ�LQ�WKH�RQOLQH�GLVWULEXWLRQ�VSDFH�WKDW�FRPSHWHV�ZLWK�SULFH�WUDQVSDUHQF\��,Q�DGGLWLRQ��QHZ�HQWUDQWV�LQ�WKH�
052�VXSSO\�LQGXVWU\�FRXOG�LQFUHDVH�FRPSHWLWLRQ���:H�EHOLHYH�WKDW�VDOHV�RI�052�VXSSOLHV�ZLOO�EHFRPH�PRUH�FRQFHQWUDWHG�
RYHU�WKH�QH[W�IHZ�\HDUV��ZKLFK�PD\�PDNH�052�VXSSO\�GLVWULEXWLRQ�PRUH�FRPSHWLWLYH��6RPH�RI�RXU�FRPSHWLWRUV�FKDOOHQJH�XV�
ZLWK�D�ODUJH�YDULHW\�RI�SURGXFW�RIIHULQJV��JUHDWHU�ILQDQFLDO�UHVRXUFHV��DGGLWLRQDO�VHUYLFHV� RU�D�FRPELQDWLRQ�RI�WKHVH�IDFWRUV��,Q�
WKH�LQGXVWULDO�SURGXFWV�PDUNHW��FXVWRPHU�SXUFKDVLQJ�GHFLVLRQV�DUH�EDVHG�SULPDULO\�RQ�RQH�RU�PRUH�RI�WKH�IROORZLQJ�FULWHULD��
SULFH��SURGXFW�VHOHFWLRQ��SURGXFW�DYDLODELOLW\��WHFKQLFDO�VXSSRUW�UHODWLRQVKLS��OHYHO�RI�VHUYLFH�DQG�FRQYHQLHQFH��:H�EHOLHYH�ZH�
FRPSHWH�HIIHFWLYHO\�RQ�DOO�VXFK�FULWHULD�

6HDVRQDOLW\

'XULQJ�DQ\�JLYHQ�WLPH��ZH�PD\�EH�LPSDFWHG�E\�RXU�LQGXVWULDO�FXVWRPHUV¶�SODQW�VKXWGRZQV��SDUWLFXODUO\�GXULQJ�WKH�
VXPPHU�PRQWKV��RXU�IRXUWK�ILVFDO�TXDUWHU���DV�ZHOO�DV�WKH�ZLQWHU�PRQWKV�IRU�WKH�&KULVWPDV�DQG�1HZ�<HDU�KROLGD\�SHULRG��RXU�
ILVFDO�VHFRQG�TXDUWHU���,Q�DGGLWLRQ��ZH�PD\�EH�LPSDFWHG�E\�ZHDWKHU�UHODWHG�GLVUXSWLRQV��
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&RPSOLDQFH�ZLWK�+HDOWK�DQG�6DIHW\�DQG�(QYLURQPHQWDO�3URWHFWLRQ�/DZV

2XU�RSHUDWLRQV�DUH�VXEMHFW�WR�DQG�DIIHFWHG�E\�D�YDULHW\�RI�IHGHUDO��VWDWH��ORFDO�DQG�QRQ�8�6��KHDOWK�DQG�VDIHW\�DQG�
HQYLURQPHQWDO�ODZV�DQG�UHJXODWLRQV�UHODWLQJ�WR�WKH�GLVFKDUJH��WUHDWPHQW��VWRUDJH��GLVSRVDO��LQYHVWLJDWLRQ�DQG�UHPHGLDWLRQ�RI�
FHUWDLQ�PDWHULDOV��VXEVWDQFHV�DQG�ZDVWHV��:H�FRQWLQXDOO\�DVVHVV�RXU�FRPSOLDQFH�VWDWXV�DQG�PDQDJHPHQW�RI�HQYLURQPHQWDO�
PDWWHUV�WR�HQVXUH�WKDW�RXU�RSHUDWLRQV�DUH�FRPSOLDQW�ZLWK�DOO�DSSOLFDEOH�HQYLURQPHQWDO�ODZV�DQG�UHJXODWLRQV�

2SHUDWLQJ�DQG�PDLQWHQDQFH�FRVWV�DVVRFLDWHG�ZLWK�HQYLURQPHQWDO�FRPSOLDQFH�DQG�PDQDJHPHQW�RI�VLWHV�DUH�D�QRUPDO�
DQG�UHFXUULQJ�SDUW�RI�RXU�RSHUDWLRQV��:LWK�UHVSHFW�WR�DOO�RWKHU�PDWWHUV�WKDW�PD\�FXUUHQWO\�EH�SHQGLQJ��LQ�WKH�RSLQLRQ�RI�
PDQDJHPHQW��EDVHG�RQ�RXU�DQDO\VLV�RI�UHOHYDQW�IDFWV�DQG�FLUFXPVWDQFHV��FRPSOLDQFH�ZLWK�DSSOLFDEOH�HQYLURQPHQWDO�ODZV�LV�
QRW�OLNHO\�WR�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�XSRQ�RXU�FDSLWDO�H[SHQGLWXUHV��HDUQLQJV�RU�FRPSHWLWLYH�SRVLWLRQ�

$VVRFLDWHV

$V�RI�6HSWHPEHU ���������ZH�HPSOR\HG�������DVVRFLDWHV��ZKLFK�LQFOXGHV�RXU�8�.��DQG�&DQDGD�RSHUDWLRQV��1R
DVVRFLDWH�LV�UHSUHVHQWHG�E\�D�ODERU�XQLRQ��:H�FRQVLGHU�RXU�UHODWLRQVKLSV�ZLWK�DVVRFLDWHV�WR�EH�JRRG�DQG�KDYH�H[SHULHQFHG�QR�
ZRUN�VWRSSDJHV�

$YDLODEOH�,QIRUPDWLRQ

:H�ILOH�DQQXDO��TXDUWHUO\�DQG�FXUUHQW�UHSRUWV��DQG�RWKHU�UHSRUWV�DQG�GRFXPHQWV�ZLWK�WKH�6HFXULWLHV�DQG�([FKDQJH�
&RPPLVVLRQ��WKH�³6(&´���7KH�SXEOLF�PD\�UHDG�DQG�FRS\�DQ\�PDWHULDOV�ZH�ILOH�ZLWK�WKH�6(&�DW�WKH�6(&¶V�3XEOLF�5HIHUHQFH�
5RRP�DW�6WDWLRQ�3ODFH����� )�6WUHHW��1�(���:DVKLQJWRQ��'�&���������7KH�SXEOLF�PD\�REWDLQ�LQIRUPDWLRQ�RQ�WKH�RSHUDWLRQ RI�
WKH�3XEOLF�5HIHUHQFH�5RRP�E\�FDOOLQJ�WKH�6(&�DW�������6(&�������7KH�6(&�DOVR�PDLQWDLQV�DQ�LQWHUQHW�VLWH�WKDW�FRQWDLQV�
UHSRUWV��SUR[\�DQG�LQIRUPDWLRQ�VWDWHPHQWV��DQG�RWKHU�LQIRUPDWLRQ�UHJDUGLQJ�LVVXHUV�WKDW�ILOH�HOHFWURQLFDOO\�ZLWK�WKH�6(&��7KH
DGGUHVV�RI�WKDW�ZHEVLWH�LV�www.sec.gov.

7KH�&RPSDQ\¶V�LQWHUQHW�DGGUHVV�LV�www.mscdirect.com��:H�PDNH�DYDLODEOH�RQ�RU�WKURXJK�RXU�LQYHVWRU�UHODWLRQV�
SDJH�RQ�RXU�ZHEVLWH��IUHH�RI�FKDUJH��RXU�$QQXDO�5HSRUW�RQ�)RUP ���.��TXDUWHUO\�UHSRUWV�RQ�)RUP ���4��FXUUHQW�UHSRUWV�RQ�
)RUP ��.��DQG�EHQHILFLDO�RZQHUVKLS�UHSRUWV�RQ�)RUPV ������DQG���DQG�DPHQGPHQWV�WR�WKRVH�UHSRUWV�DV�VRRQ�DV�UHDVRQDEO\�
SUDFWLFDEOH�DIWHU�WKLV�PDWHULDO�LV�HOHFWURQLFDOO\�ILOHG�ZLWK�RU�IXUQLVKHG�WR�WKH�6(&��:H�DOVR�PDNH�DYDLODEOH��RQ�RXU�ZHEVLWH� WKH�
FKDUWHUV�RI�WKH�FRPPLWWHHV�RI�RXU�%RDUG�RI�'LUHFWRUV�DQG�0DQDJHPHQW¶V�&RGH�RI�(WKLFV��WKH�&RGH�RI�%XVLQHVV�&RQGXFW�DQG�
&RUSRUDWH�*RYHUQDQFH�*XLGHOLQHV�SXUVXDQW�WR�6(&�UHTXLUHPHQWV�DQG�1HZ�<RUN�6WRFN�([FKDQJH��³1<6(´��OLVWLQJ�VWDQGDUGV���
,QIRUPDWLRQ�RQ�RXU�ZHEVLWH�GRHV�QRW�FRQVWLWXWH�D�SDUW�RI�WKLV�$QQXDO�5HSRUW�RQ�)RUP����.�

,7(0��$���5,6.�)$&7256�

,Q�DGGLWLRQ�WR�WKH�RWKHU�LQIRUPDWLRQ�LQ�WKLV�$QQXDO�5HSRUW�RQ�)RUP ���.��WKH�IROORZLQJ�IDFWRUV�VKRXOG�EH�FRQVLGHUHG�
LQ�HYDOXDWLQJ�WKH�&RPSDQ\ DQG�LWV�EXVLQHVV��2XU�IXWXUH�RSHUDWLQJ�UHVXOWV�GHSHQG�XSRQ�PDQ\�IDFWRUV�DQG�DUH�VXEMHFW�WR�YDULRXV�
ULVNV�DQG�XQFHUWDLQWLHV��7KH�NQRZQ�PDWHULDO�ULVNV�DQG�XQFHUWDLQWLHV�ZKLFK�PD\�FDXVH�RXU�RSHUDWLQJ�UHVXOWV�WR�YDU\�IURP�
DQWLFLSDWHG�UHVXOWV�RU�ZKLFK�PD\�QHJDWLYHO\�DIIHFW�RXU�RSHUDWLQJ�UHVXOWV�DQG�SURILWDELOLW\�DUH�DV�IROORZV�

Our business depends heavily on the operating levels of our customers and the economic factors that affect them��including 
general economic conditions. 

0DQ\�RI�WKH�SULPDU\�PDUNHWV�IRU WKH�SURGXFWV�DQG�VHUYLFHV�ZH�VHOO�DUH�VXEMHFW�WR�F\FOLFDO�IOXFWXDWLRQV�WKDW�DIIHFW�
GHPDQG�IRU�JRRGV�DQG�PDWHULDOV�WKDW�RXU�FXVWRPHUV�SURGXFH��&RQVHTXHQWO\��GHPDQG�IRU�RXU�SURGXFWV�DQG�VHUYLFHV�KDV�EHHQ�
DQG�ZLOO�FRQWLQXH�WR�EH�LQIOXHQFHG�E\�PRVW�RI�WKH�VDPH�HFRQRPLF�IDFWRUV�WKDW�DIIHFW�GHPDQG�IRU�DQG�SURGXFWLRQ�RI�RXU�
FXVWRPHUV¶�SURGXFWV��

:KHQ��DV�RFFXUV�LQ�HFRQRPLF�GRZQWXUQV��FXUUHQW�RU�SURVSHFWLYH�FXVWRPHUV�UHGXFH�SURGXFWLRQ�OHYHOV�EHFDXVH�RI�
ORZHU�GHPDQG�RU�WLJKW�FUHGLW�FRQGLWLRQV��WKHLU�QHHG�IRU�RXU�SURGXFWV�DQG�VHUYLFHV�GLPLQLVKHV��6HOOLQJ�SULFHV�DQG�WHUPV�RI�VDOH�
FRPH�XQGHU�SUHVVXUH��DGYHUVHO\�DIIHFWLQJ�WKH�SURILWDELOLW\�DQG�WKH�GXUDELOLW\�RI�FXVWRPHU�UHODWLRQVKLSV��&UHGLW�ORVVHV�LQFUHDVH�
DV�ZHOO��9RODWLOH�HFRQRPLF�DQG�FUHGLW�FRQGLWLRQV�DOVR�PDNH�LW�PRUH�GLIILFXOW�IRU�GLVWULEXWRUV��DV�ZHOO�DV�FXVWRPHUV�DQG�
VXSSOLHUV��WR�IRUHFDVW�DQG�SODQ�IXWXUH�EXVLQHVV�DFWLYLWLHV��

,Q�DGGLWLRQ��DV�YDULRXV�VHFWRUV�RI�RXU�LQGXVWULDO�FXVWRPHU�EDVH�IDFH�LQFUHDVHG�IRUHLJQ�FRPSHWLWLRQ��DQG�LQ�IDFW�ORVH�
EXVLQHVV�WR�IRUHLJQ FRPSHWLWRUV�RU�VKLIW�WKHLU�RSHUDWLRQV�RYHUVHDV�LQ�DQ�HIIRUW�WR�UHGXFH�H[SHQVHV��ZH�PD\�IDFH�LQFUHDVHG�
GLIILFXOW\�LQ�JURZLQJ�DQG�PDLQWDLQLQJ�RXU�PDUNHW�VKDUH�DQG�JURZWK�SURVSHFWV�
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Changes in our customer and product mix, or adverse changes to the cost of goods we sell, could cause our gross margin 
percentage to fluctuate, or decrease.

)URP�WLPH�WR�WLPH��ZH�KDYH�H[SHULHQFHG�FKDQJHV�LQ�RXU�FXVWRPHU�PL[�DQG�LQ�RXU�SURGXFW�PL[��&KDQJHV�LQ�RXU�
FXVWRPHU�PL[�KDYH�UHVXOWHG�IURP�JHRJUDSKLF�H[SDQVLRQ��GDLO\�VHOOLQJ DFWLYLWLHV�ZLWKLQ�FXUUHQW�JHRJUDSKLF�PDUNHWV��DQG�
WDUJHWHG�VHOOLQJ�DFWLYLWLHV�WR�QHZ�FXVWRPHUV��&KDQJHV�LQ�RXU�SURGXFW�PL[�KDYH�UHVXOWHG�IURP�PDUNHWLQJ�DFWLYLWLHV�WR�H[LVWLQJ�
FXVWRPHUV�DQG�QHHGV�FRPPXQLFDWHG�WR�XV�IURP�H[LVWLQJ�DQG�SURVSHFWLYH�FXVWRPHUV�DV�ZHOO�DV�IURP�EXVLQHVV�DFTXLVLWLRQV��$V�
RXU�ODUJH�DFFRXQW�FXVWRPHU�SURJUDP�VDOHV�JURZ��ZH�ZLOO�IDFH�FRQWLQXHG�SUHVVXUHV�RQ�PDLQWDLQLQJ�JURVV�PDUJLQ�EHFDXVH�WKHVH�
FXVWRPHUV�UHFHLYH�ORZHU�SULFLQJ�GXH�WR�WKHLU�KLJKHU�OHYHO�RI�SXUFKDVHV�IURP�XV���,Q�DGGLWLRQ� RXU�FRQWLQXHG�H[SDQVLRQ�RI�RXU�
YHQGLQJ�SURJUDP�DQG�RWKHU�H&RPPHUFH�SODWIRUPV�KDV�SODFHG�SUHVVXUH�RQ�RXU�JURVV�PDUJLQ���7KHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�
ZH�ZLOO�EH�DEOH�WR�PDLQWDLQ�RXU�KLVWRULFDO�JURVV�PDUJLQV��,Q�DGGLWLRQ��ZH�PD\�DOVR�EH�VXEMHFW�WR�SULFH�LQFUHDVHV�IURP�YHQGRUV�
WKDW�ZH�PD\�QRW�EH�DEOH�WR�SDVV�DORQJ�WR�RXU�FXVWRPHUV�

We operate in a highly competitive industry.

7KH�052�VXSSO\�LQGXVWU\��DOWKRXJK�FRQVROLGDWLQJ��VWLOO�UHPDLQV�D�ODUJH��IUDJPHQWHG�LQGXVWU\�WKDW�LV�KLJKO\�
FRPSHWLWLYH��:H�IDFH�FRPSHWLWLRQ�IURP�WUDGLWLRQDO�FKDQQHOV�RI�GLVWULEXWLRQ�VXFK�DV�UHWDLO�RXWOHWV��VPDOO�GHDOHUVKLSV��UHJLRQDO�
DQG QDWLRQDO�GLVWULEXWRUV�XWLOL]LQJ�GLUHFW�VDOHV�IRUFHV��PDQXIDFWXUHUV�RI�052�VXSSOLHV��ODUJH�ZDUHKRXVH�VWRUHV�DQG�ODUJHU�
GLUHFW�PDLO�GLVWULEXWRUV��:H EHOLHYH�WKDW�VDOHV�RI�052�VXSSOLHV�ZLOO�EHFRPH�PRUH�FRQFHQWUDWHG�RYHU�WKH�QH[W�IHZ�\HDUV��
ZKLFK�PD\�PDNH�WKH�LQGXVWU\�PRUH�FRPSHWLWLYH��2XU�FRPSHWLWRUV�FKDOOHQJH�XV�ZLWK�D�JUHDWHU�YDULHW\�RI�SURGXFW�RIIHULQJV��
JUHDWHU�ILQDQFLDO�UHVRXUFHV��DGGLWLRQDO�VHUYLFHV� RU�D�FRPELQDWLRQ�RI�WKHVH�IDFWRUV���,Q�DGGLWLRQ��ZH�DOVR�IDFH�WKH�ULVN�RI�
FRPSDQLHV�ZKLFK�RSHUDWH�SULPDULO\�RXWVLGH�RI�RXU�LQGXVWU\�HQWHULQJ�RXU�PDUNHWSODFH���

2XU�LQGXVWU\�LV�HYROYLQJ�DW�DQ�DFFHOHUDWHG�SDFH���,I�ZH�GR�QRW�KDYH�WKH�DJLOLW\�DQG�IOH[LELOLW\�WR�HIIHFWLYHO\�UHVSRQG�WR�
WKLV�DFFHOHUDWHG�SDFH�RI�LQGXVWU\�FKDQJHV��RXU�VWUDWHJ\�FRXOG�EH�SXW�DW�ULVN�UHVXOWLQJ�LQ�D�ORVV�RI�PDUNHW�VKDUH��:H�DOVR�IDFH�
VXEVWDQWLDO�FRPSHWLWLRQ�LQ�WKH�RQOLQH�GLVWULEXWLRQ�VSDFH�WKDW�FRPSHWHV�ZLWK�SULFH�WUDQVSDUHQF\��,QFUHDVHG�FRPSHWLWLRQ�IURP�
RQOLQH�UHWDLOHUV��SDUWLFXODUO\�WKRVH�PDMRU�LQWHUQHW�SURYLGHUV�ZKR�FDQ�RIIHU�D�ZLGH�UDQJH�RI�SURGXFWV�DQG�UDSLG�GHOLYHU\���DQG
WKH�DGRSWLRQ�E\�FRPSHWLWRUV�RI�DJJUHVVLYH�SULFLQJ�VWUDWHJLHV�DQG�VDOHV�PHWKRGV��FRXOG�FDXVH�XV�WR�ORVH�PDUNHW�VKDUH�RU�UHGXFH�
RXU�SULFHV��DGYHUVHO\�DIIHFWLQJ�RXU�VDOHV��PDUJLQV�DQG�SURILWDELOLW\���

Our industry is evolving and consolidating, which could adversely affect our business and financial results.

7KH�EXVLQHVV�RI�VHOOLQJ�052�VXSSOLHV�LQ�1RUWK�$PHULFD�LV�FXUUHQWO\�HYROYLQJ�DQG�XQGHUJRLQJ�FRQVROLGDWLRQ��7KLV�
FRQVROLGDWLRQ�LV�EHLQJ�GULYHQ�E\�FXVWRPHU�QHHGV��&XVWRPHUV�DUH�LQFUHDVLQJO\�DZDUH�RI�WKH�WRWDO�FRVWV�RI�IXOILOOPHQW��DQG�RI�
WKHLU�QHHG�WR�KDYH�FRQVLVWHQW�VRXUFHV�RI�VXSSO\�DW�PXOWLSOH�ORFDWLRQV� &RQVLVWHQW�VRXUFHV�RI�VXSSO\�SURYLGH�QRW�MXVW�UHOLDEOH�
SURGXFW�TXDQWLWLHV��EXW�DOVR�FRQVLVWHQW�SULFLQJ��TXDOLW\�DQG�VHUYLFH�FDSDELOLWLHV��:H�EHOLHYH�WKHVH�FXVWRPHU�QHHGV�FRXOG�UHVXOW�
LQ�IHZHU�VXSSOLHUV�DV�WKH�LQGXVWU\�FRQVROLGDWHV��DQG�DV�WKH�UHPDLQLQJ�VXSSOLHUV�EHFRPH�ODUJHU�DQG�FDSDEOH�RI�EHLQJ�D�
FRQVLVWHQW�VRXUFH�RI�VXSSO\�

7UDGLWLRQDO�052�VXSSOLHUV�DUH�DWWHPSWLQJ�WR�FRQVROLGDWH�WKH�PDUNHW�WKURXJK�LQWHUQDO�H[SDQVLRQ��WKURXJK�DFTXLVLWLRQV�
RU�PHUJHUV�ZLWK�RWKHU�LQGXVWULDO�VXSSOLHUV��RU�WKURXJK�D�FRPELQDWLRQ�RI�ERWK��7KLV�FRQVROLGDWLRQ�DOORZV�VXSSOLHUV�WR�LPSURYH�
HIILFLHQF\�DQG�VSUHDG�IL[HG�FRVWV�RYHU�D�JUHDWHU�QXPEHU�RI�VDOHV��DQG�WR�DFKLHYH�RWKHU�EHQHILWV�GHULYHG�IURP�HFRQRPLHV�RI�
VFDOH�

7KH�WUHQG�RI�RXU�LQGXVWU\�WRZDUG�FRQVROLGDWLRQ�FRXOG�FDXVH�WKH�LQGXVWU\�WR�EHFRPH�PRUH�FRPSHWLWLYH�DV�JUHDWHU�
HFRQRPLHV�RI�VFDOH�DUH�DFKLHYHG�E\�FRPSHWLWRUV��RU�DV�FRPSHWLWRUV�ZLWK�QHZ�ORZHU�FRVW�EXVLQHVV�PRGHOV�DUH�DEOH�WR�RSHUDWH�
ZLWK�ORZHU�SULFHV�DQG�JURVV�SURILW�RQ�SURGXFWV��7KHVH�WUHQGV�PD\�DGYHUVHO\�DIIHFW�RXU�VDOHV��PDUJLQV�DQG�SURILWDELOLW\��

Volatility in commodity and energy prices may adversely affect operating margins.

,Q�WLPHV�RI�FRPPRGLW\�DQG�HQHUJ\�SULFH�LQFUHDVHV��ZH�PD\�EH�VXEMHFW�WR�SULFH�LQFUHDVHV�IURP�RXU�YHQGRUV�DQG�
IUHLJKW�FDUULHUV�WKDW�ZH�PD\�EH�XQDEOH�WR�SDVV�DORQJ�WR�RXU�FXVWRPHUV��5DZ�PDWHULDO�FRVWV�XVHG�LQ�RXU�YHQGRUV¶�SURGXFWV�
�VWHHO��WXQJVWHQ��HWF���DQG�HQHUJ\�FRVWV�PD\�LQFUHDVH��ZKLFK�PD\�UHVXOW�LQ�LQFUHDVHG�SURGXFWLRQ�FRVWV�IRU�RXU�YHQGRUV��7KH�IXHO�
FRVWV�RI�RXU�LQGHSHQGHQW�IUHLJKW�FRPSDQLHV�KDYH�EHHQ�YRODWLOH��2XU�YHQGRUV�DQG�LQGHSHQGHQW�IUHLJKW�FDUULHUV�W\SLFDOO\�ORRN�WR�
SDVV�LQFUHDVHG�FRVWV�DORQJ�WR�XV�WKURXJK�SULFH�LQFUHDVHV��:KHQ�ZH�DUH�IRUFHG�WR�DFFHSW�WKHVH�SULFH�LQFUHDVHV��ZH�PD\�QRW�EH�
DEOH�WR�SDVV�WKHP�DORQJ�WR�RXU�FXVWRPHUV��UHVXOWLQJ�LQ�ORZHU�PDUJLQV�

,Q�DGGLWLRQ�WR�LQFUHDVHV�LQ�FRPPRGLW\�DQG�HQHUJ\�SULFHV��GHFUHDVHV�LQ�WKRVH�FRVWV��SDUWLFXODUO\�LI�VHYHUH��FRXOG�DOVR�
DGYHUVHO\�LPSDFW�XV�E\�FUHDWLQJ�GHIODWLRQ�LQ�VHOOLQJ�SULFHV��ZKLFK�FRXOG�FDXVH�RXU�JURVV�SURILW�PDUJLQ�WR�GHWHULRUDWH��RU�E\�
QHJDWLYHO\�LPSDFWLQJ�FXVWRPHUV�LQ�FHUWDLQ�LQGXVWULHV��ZKLFK�FRXOG�FDXVH�RXU�VDOHV�WR�WKRVH�FXVWRPHUV�WR�GHFOLQH�



��

,QIODWLRQ�LPSDFWV�WKH�FRVWV�DW�ZKLFK�ZH�FDQ�SURFXUH�SURGXFWV�DQG�RXU�DELOLW\�WR�LQFUHDVH�SULFHV�DW�ZKLFK�ZH�VHOO�WR�
FXVWRPHUV�RYHU�WLPH��3URORQJHG�SHULRGV�RI�ORZ�LQIODWLRQ�RU�GHIODWLRQ�FRXOG�DGYHUVHO\�DIIHFW�RXU�DELOLW\�WR�LQFUHDVH�WKH�SULFHV�DW�
ZKLFK�ZH�VHOO�WR�FXVWRPHUV�

As a United States government contractor, we are subject to certain laws and regulations which may increase our costs of 
doing business and which subject us to certain compliance requirements and potential liabilities.

$V�D�VXSSOLHU�WR�WKH�8QLWHG�6WDWHV�JRYHUQPHQW��ZH�PXVW�FRPSO\�ZLWK�FHUWDLQ�ODZV�DQG�UHJXODWLRQV��LQFOXGLQJ�WKH�
7UDGH�$JUHHPHQWV�$FW��WKH�%X\�$PHULFDQ�$FW�DQG�WKH�)HGHUDO�$FTXLVLWLRQ�5HJXODWLRQ��UHODWLQJ�WR�WKH�IRUPDWLRQ��
DGPLQLVWUDWLRQ�DQG�SHUIRUPDQFH�RI�8QLWHG�6WDWHV�JRYHUQPHQW�FRQWUDFWV��7KHVH�ODZV�DQG�UHJXODWLRQV�DIIHFW�KRZ�ZH�GR�
EXVLQHVV�ZLWK�JRYHUQPHQW�FXVWRPHUV�DQG��LQ�VRPH�LQVWDQFHV��LPSRVH�DGGHG�FRPSOLDQFH�DQG�RWKHU�FRVWV�RQ�RXU�EXVLQHVV��)URP�
WLPH�WR�WLPH��ZH�DUH�VXEMHFW�WR�JRYHUQPHQWDO�RU�UHJXODWRU\�LQTXLULHV�RU�DXGLWV�UHODWLQJ�WR�RXU�FRPSOLDQFH�ZLWK�WKHVH�ODZV�DQG�
UHJXODWLRQV��$�YLRODWLRQ�RI�VSHFLILF�ODZV�DQG�UHJXODWLRQV�FRXOG�UHVXOW�LQ�WKH�LPSRVLWLRQ�RI�ILQHV�DQG�SHQDOWLHV�RU�WKH�
WHUPLQDWLRQ�RI�RXU�8QLWHG�6WDWHV�JRYHUQPHQW�FRQWUDFWV�DQG�FRXOG�KDUP�RXU�UHSXWDWLRQ�DQG�FDXVH�RXU�EXVLQHVV�WR�VXIIHU���

Our business is exposed to the credit risk of our customers which could adversely affect our operating results.

:H�SHUIRUP�SHULRGLF�FUHGLW�HYDOXDWLRQV�RI�RXU�FXVWRPHUV¶�ILQDQFLDO�FRQGLWLRQ��DQG�FROODWHUDO�LV�JHQHUDOO\�QRW�
UHTXLUHG��:H�HYDOXDWH�WKH�FROOHFWDELOLW\�RI�DFFRXQWV�UHFHLYDEOH�EDVHG�RQ�QXPHURXV�IDFWRUV��LQFOXGLQJ�SDVW�WUDQVDFWLRQ�KLVWRU\
ZLWK�FXVWRPHUV�DQG�WKHLU�FUHGLWZRUWKLQHVV�DQG�ZH�SURYLGH�D�UHVHUYH�IRU�DFFRXQWV�WKDW�ZH�EHOLHYH�WR�EH�XQFROOHFWLEOH��$�
VLJQLILFDQW�GHWHULRUDWLRQ�LQ�WKH�HFRQRP\�FRXOG�KDYH�DQ�DGYHUVH�HIIHFW�RQ�WKH�VHUYLFLQJ�RI�WKHVH�DFFRXQWV�UHFHLYDEOH��ZKLFK�
FRXOG�UHVXOW�LQ�ORQJHU�SD\PHQW�F\FOHV��LQFUHDVHG�FROOHFWLRQ�FRVWV�DQG�GHIDXOWV�

The risk of cancellation or rescheduling of orders may cause our operating results to fluctuate.

7KH�FDQFHOODWLRQ�RU�UHVFKHGXOLQJ�RI�RUGHUV�PD\�FDXVH�RXU�RSHUDWLQJ�UHVXOWV�WR�IOXFWXDWH��$OWKRXJK�ZH�VWULYH�WR�
PDLQWDLQ�RQJRLQJ�UHODWLRQVKLSV�ZLWK�RXU�FXVWRPHUV��WKHUH�LV�DQ�RQJRLQJ�ULVN�WKDW�RUGHUV PD\�EH�FDQFHOOHG�RU�UHVFKHGXOHG�GXH�
WR�IOXFWXDWLRQV�LQ�RXU�FXVWRPHUV¶�EXVLQHVV�QHHGV�RU�SXUFKDVLQJ�EXGJHWV��LQFOXGLQJ�FKDQJHV�LQ�QDWLRQDO�DQG�ORFDO�JRYHUQPHQW�
EXGJHWV��$GGLWLRQDOO\��DOWKRXJK�RXU�FXVWRPHU�EDVH�LV�GLYHUVH��UDQJLQJ�IURP�LQGLYLGXDO�PDFKLQH�VKRSV�WR�)RUWXQH�����
FRPSDQLHV�DQG�ODUJH�JRYHUQPHQWDO�DJHQFLHV��WKH�FDQFHOODWLRQ�RU�UHVFKHGXOLQJ�RI�VLJQLILFDQW�RUGHUV�E\�ODUJHU�FXVWRPHUV�PD\�
VWLOO�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�RSHUDWLQJ�UHVXOWV�IURP�WLPH�WR�WLPH�

Work stoppages and other disruptions, including those due to extreme weather conditions, at transportation centers or 
shipping ports may adversely affect our ability to obtain inventory and make deliveries to our customers.

2XU�DELOLW\�WR�SURYLGH�VDPH�GD\�VKLSSLQJ�DQG�QH[W�GD\�GHOLYHU\�RI�RXU�FRUH�PHWDOZRUNLQJ�DQG�052�SURGXFWV�LV�DQ�
LQWHJUDO�FRPSRQHQW�RI�RXU�RYHUDOO�EXVLQHVV�VWUDWHJ\��'LVUXSWLRQV�DW�WUDQVSRUWDWLRQ�FHQWHUV�RU�VKLSSLQJ�SRUWV�GXH�WR�ODERU�
VWRSSDJHV�RU�VHYHUH�ZHDWKHU�FRQGLWLRQV�DIIHFW�ERWK�RXU�DELOLW\�WR�PDLQWDLQ�FRUH�SURGXFWV�LQ�LQYHQWRU\�DQG�GHOLYHU�SURGXFWV�WR�
RXU�FXVWRPHUV�RQ�D�WLPHO\�EDVLV��ZKLFK�PD\�LQ�WXUQ�DGYHUVHO\�DIIHFW�RXU�FXVWRPHU�UHODWLRQVKLSV�DQG�UHVXOWV�RI�RSHUDWLRQV��,Q�
DGGLWLRQ��VHYHUH�ZHDWKHU�FRQGLWLRQV��LQFOXGLQJ�ZLQWHU�VWRUPV��FRXOG�DGYHUVHO\�DIIHFW�GHPDQG IRU�RXU�SURGXFWV�LQ�SDUWLFXODUO\�
KDUG�KLW�UHJLRQV�DQG�LPSDFW�RXU�VDOHV��

Disruptions or breaches of our information systems, or violations of data privacy laws, could adversely affect us.

:H�EHOLHYH�WKDW�RXU�,7�V\VWHPV�DUH�DQ�LQWHJUDO�SDUW�RI�RXU�EXVLQHVV�DQG�JURZWK�VWUDWHJLHV��:H�GHSHQG�XSRQ�RXU�,7�
V\VWHPV�WR�KHOS�SURFHVV�RUGHUV��WR�PDQDJH�LQYHQWRU\�DQG�DFFRXQWV�UHFHLYDEOH�FROOHFWLRQV��WR�PDQDJH�ILQDQFLDO�UHSRUWLQJ��WR�
SXUFKDVH��VHOO�DQG�VKLS�SURGXFWV�HIILFLHQWO\�DQG�RQ�D�WLPHO\�EDVLV��WR�PDLQWDLQ FRVW�HIIHFWLYH�RSHUDWLRQV��WR�RSHUDWH�RXU�
ZHEVLWHV�DQG�WR�KHOS�SURYLGH�VXSHULRU�VHUYLFH�WR�RXU�FXVWRPHUV��2XU�,7�V\VWHPV�PD\�EH�YXOQHUDEOH�WR�GDPDJH�RU�GLVUXSWLRQ�
FDXVHG�E\�FLUFXPVWDQFHV�EH\RQG�RXU�FRQWURO�RU�DQWLFLSDWLRQ��VXFK�DV�FDWDVWURSKLF�HYHQWV��SRZHU�RXWDJHV��QDWXUDO�GLVDVWHUV��
FRPSXWHU�V\VWHP�RU�QHWZRUN�IDLOXUHV��FRPSXWHU�YLUXVHV��DQG�SK\VLFDO�RU�HOHFWURQLF�EUHDN�LQV���,Q�DGGLWLRQ��RXU�,7�V\VWHPV�PD\�
EH�YXOQHUDEOH�WR�F\EHU�DWWDFNV��ZKLFK�DUH�UDSLGO\�HYROYLQJ�DQG�EHFRPLQJ�LQFUHDVLQJO\�VRSKLVWLFDWHG���'HVSLWH�RXU�HIIRUWV�WR�
HQVXUH�WKH�LQWHJULW\�RI�RXU�,7�V\VWHPV��DV�F\EHU�DWWDFNV�HYROYH�DQG�EHFRPH�PRUH�GLIILFXOW�WR�GHWHFW�DQG�VXFFHVVIXOO\�GHIHQG�
DJDLQVW��RQH�RU�PRUH�F\EHU�DWWDFNV�PLJKW�GHIHDW�WKH�PHDVXUHV�WKDW�ZH�WDNH�WR�DQWLFLSDWH��GHWHFW��DYRLG�RU�PLWLJDWH�WKHVH�WKUHDWV��
7KHVH�F\EHU�DWWDFNV�DQG�DQ\�XQDXWKRUL]HG�DFFHVV�RU�GLVFORVXUH�RI�RXU�LQIRUPDWLRQ�FRXOG�FRPSURPLVH�DQG�H[SRVH�VHQVLWLYH�
LQIRUPDWLRQ�DQG�GDPDJH�RXU�UHSXWDWLRQ��&\EHU�DWWDFNV�FRXOG�DOVR�FDXVH�XV�WR�LQFXU�VLJQLILFDQW�UHPHGLDWLRQ�FRVWV��GLVUXSW�RXU�
RSHUDWLRQV�DQG�GLYHUW�PDQDJHPHQW�DWWHQWLRQ�DQG�NH\�,7�UHVRXUFHV�

$Q\�PDWHULDO�F\EHU�DWWDFN�RU�IDLOXUH�RI�RXU�,7�V\VWHPV�WR�SHUIRUP�DV�ZH�DQWLFLSDWH�FRXOG�GLVUXSW�RXU�EXVLQHVV�DQG�
RSHUDWLRQV��UHVXOW�LQ�WUDQVDFWLRQ�HUURUV��ORVV�RI�GDWD��SURFHVVLQJ�LQHIILFLHQFLHV��GRZQWLPH��OLWLJDWLRQ��VXEVWDQWLDO�UHPHGLDWLRQ�
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FRVWV��LQFOXGLQJ�SRWHQWLDO�OLDELOLW\�IRU�VWROHQ�DVVHWV�RU�LQIRUPDWLRQ�DQG�WKH�FRVWV�RI�UHSDLULQJ�V\VWHP�GDPDJH���WKH�ORVV�RI�VDOHV�
DQG�FXVWRPHUV��DQG�GDPDJH�RXU�UHSXWDWLRQ��,Q�DGGLWLRQ��FKDQJHV�WR�RXU�LQIRUPDWLRQ�V\VWHPV�FRXOG�GLVUXSW�RXU�EXVLQHVV�
RSHUDWLRQV��$Q\�RQH�RU�PRUH�RI�WKHVH�FRQVHTXHQFHV�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ�
DQG�UHVXOWV�RI�RSHUDWLRQV���$GGLWLRQDOO\��RXU�VXSSOLHUV�DQG�FXVWRPHUV�DOVR�UHO\�XSRQ�,7�V\VWHPV�WR�RSHUDWH�WKHLU�UHVSHFWLYH�
EXVLQHVVHV���,I�DQ\�RI�WKHP�H[SHULHQFH�D�F\EHU�DWWDFN�RU�RWKHU�F\EHU�LQFLGHQW��WKLV�FRXOG�DGYHUVHO\�LPSDFW�WKHLU�RSHUDWLRQV��
ZKLFK�PD\�LQ�WXUQ�LPSDFW�RU�DGYHUVHO\�DIIHFW�RXU�RSHUDWLRQV�

,Q�DGGLWLRQ��UHJXODWRU\�DXWKRULWLHV�KDYH�LQFUHDVHG�WKHLU�IRFXV�RQ�KRZ�FRPSDQLHV�FROOHFW��SURFHVV��XVH��VWRUH��VKDUH�
DQG�WUDQVPLW�SHUVRQDO�GDWD���1HZ�SULYDF\�VHFXULW\�ODZV�DQG�UHJXODWLRQV��LQFOXGLQJ�WKH�8QLWHG�.LQJGRP¶V�'DWD�3URWHFWLRQ�$FW�
������'3$��DQG�WKH�(XURSHDQ�8QLRQ�*HQHUDO�'DWD�3URWHFWLRQ�5HJXODWLRQ�������*'35��WKDW�EHFDPH�HIIHFWLYH�0D\�������
SRVH�LQFUHDVLQJO\�FRPSOH[�FRPSOLDQFH�FKDOOHQJHV��ZKLFK�PD\�LQFUHDVH�FRPSOLDQFH�FRVWV��DQG�DQ\�IDLOXUH�WR�FRPSO\�ZLWK�GDWD�
SULYDF\�ODZV�DQG�UHJXODWLRQV�FRXOG�UHVXOW�LQ�VLJQLILFDQW�SHQDOWLHV�

Recent U.S. tax legislation could affect our effective tax rate and future profitability.

2Q�'HFHPEHU�����������WKH�7D[�&XWV�DQG�-REV�$FW��WKH�³7&-$´��ZDV�HQDFWHG��7KH�7&-$�PDGH�VLJQLILFDQW�FKDQJHV�
WR�8�6��IHGHUDO�LQFRPH�WD[�ODZV��LQFOXGLQJ�E\�UHGXFLQJ�WKH�8�6��FRUSRUDWH�LQFRPH�WD[�UDWH��UHGXFLQJ�WKH�SRWHQWLDO�LQWHUHVW�
GHGXFWLRQ�OLPLWDWLRQV��SHUPLWWLQJ�LPPHGLDWH�H[SHQVLQJ�RI�FHUWDLQ�TXDOLI\LQJ�FDSLWDO�H[SHQGLWXUHV��UHYLVLQJ�WKH�UXOHV�JRYHUQLQJ
QHW�RSHUDWLQJ�ORVVHV�DQG�UHSHDOLQJ�WKH�GHGXFWLRQ�RI�FHUWDLQ�SHUIRUPDQFH�EDVHG�FRPSHQVDWLRQ�SDLG�WR�DQ�H[SDQGHG�JURXS�RI�
H[HFXWLYH�RIILFHUV��2XU�IXWXUH�UHVXOWV�FRXOG�EH�DGYHUVHO\�DIIHFWHG�E\�LQFUHDVHG�YRODWLOLW\�LQ�WKH�HIIHFWLYH�WD[�UDWH�DV�D�UHVXOW�RI�
WKH�7&-$��)XUWKHU��WKH�7&-$�PD\�UHVXOW�LQ�RWKHU�DGYHUVH�HIIHFWV�WKDW�ZH�KDYH�QRW�\HW�LGHQWLILHG��7KH�7&-$�LV�XQFOHDU�LQ�PDQ\�
UHVSHFWV�DQG�FRXOG�EH�VXEMHFW�WR�SRWHQWLDO�DPHQGPHQWV�DQG�WHFKQLFDO�FRUUHFWLRQV��DV�ZHOO�DV�LQWHUSUHWDWLRQV�DQG�LPSOHPHQWLQJ�
UHJXODWLRQV�E\�WKH�7UHDVXU\�'HSDUWPHQW�DQG�WKH�,QWHUQDO�5HYHQXH�6HUYLFH��DQ\�RI�ZKLFK�FRXOG�OHVVHQ�RU�LQFUHDVH�FHUWDLQ�
DGYHUVH�LPSDFWV�RI�WKH�OHJLVODWLRQ�

Our success is dependent on certain key personnel.

2XU�VXFFHVV�GHSHQGV�ODUJHO\�RQ�WKH�HIIRUWV�DQG�DELOLWLHV�RI�FHUWDLQ�NH\�VHQLRU�PDQDJHPHQW��7KH�ORVV�RI�WKH�VHUYLFHV�
RI�RQH�RU�PRUH�RI�VXFK�NH\�SHUVRQQHO�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV�DQG�ILQDQFLDO�UHVXOWV��:H�GR�QRW�
PDLQWDLQ�DQ\�NH\�PDQ�LQVXUDQFH�SROLFLHV�ZLWK�UHVSHFW�WR�DQ\�RI�RXU�H[HFXWLYH�RIILFHUV�

Our business depends on our ability to retain and to attract qualified sales and customer service personnel and metalworking 
specialists��

2XU�EXVLQHVV�GHSHQGV�RQ�RXU�DELOLW\�WR�DWWUDFW��WUDLQ��DQG�UHWDLQ�VDOHV�DQG�FXVWRPHU�VHUYLFH�SURIHVVLRQDOV�DQG�
PHWDOZRUNLQJ�VSHFLDOLVWV��:H�JUHDWO\�EHQHILW�IURP�KDYLQJ�DVVRFLDWHV�ZKR�DUH�IDPLOLDU�ZLWK�WKH�SURGXFWV�ZH�VHOO�DQG�WKHLU�
DSSOLFDWLRQV��DV�ZHOO�DV�DVVRFLDWHV��DQG�LQ�SDUWLFXODU�PHWDOZRUNLQJ�VSHFLDOLVWV��ZKR�FDQ�SURYLGH�WHFKQLFDO�VXSSRUW�WR�RXU�
FXVWRPHUV���4XDOLILHG�LQGLYLGXDOV�RI�WKH�UHTXLVLWH�FDOLEHU�DQG�QXPEHU�QHHGHG�WR�ILOO�WKHVH�SRVLWLRQV�PD\�EH�GLIILFXOW�WR�KLUH�DQG�
UHWDLQ�LQ�VXIILFLHQW�QXPEHUV���,I�ZH�DUH�XQDEOH�WR�KLUH�DQG�UHWDLQ�DVVRFLDWHV�FDSDEOH�RI�SURYLGLQJ�D�KLJK�OHYHO�RI�FXVWRPHU�
VHUYLFH�DQG�WHFKQLFDO�VXSSRUW��RXU�RSHUDWLRQDO�FDSDELOLWLHV�DQG�DELOLW\�WR�SURYLGH�GLIIHUHQWLDWHG�VHUYLFHV�PD\�EH�DGYHUVHO\�
DIIHFWHG�

The loss of key suppliers or contractors or supply chain disruptions could adversely affect our operating results.

:H�EHOLHYH�WKDW�RXU�DELOLW\�WR�RIIHU�D�FRPELQDWLRQ�RI�ZHOO�NQRZQ�EUDQG�QDPH�SURGXFWV�DQG�FRPSHWLWLYHO\�SULFHG�
H[FOXVLYH�EUDQG�SURGXFWV�LV�DQ�LPSRUWDQW�IDFWRU�LQ�DWWUDFWLQJ�DQG�UHWDLQLQJ�FXVWRPHUV��2XU�DELOLW\�WR�RIIHU�D�ZLGH�UDQJH�RI�
SURGXFWV�DQG�VHUYLFHV�LV�GHSHQGHQW�RQ�REWDLQLQJ�DGHTXDWH�SURGXFW�VXSSO\�DQG�VHUYLFHV IURP�RXU�NH\�VXSSOLHUV�DQG�
FRQWUDFWRUV�� 7KH�ORVV�RI�RU�D�VXEVWDQWLDO�GHFUHDVH�LQ�WKH�DYDLODELOLW\�RI�SURGXFWV�RU�VHUYLFHV�IURP�NH\�VXSSOLHUV�RU�FRQWUDFWRUV�
DW�FRPSHWLWLYH�SULFHV��RU�WKH�ORVV�RI�D�NH\�EUDQG��FRXOG�FDXVH�RXU�UHYHQXHV�DQG�SURILWDELOLW\�WR�GHFUHDVH��,Q�DGGLWLRQ��VXSSO\�
LQWHUUXSWLRQV�FRXOG�DULVH�GXH�WR�WUDQVSRUWDWLRQ�GLVUXSWLRQV��ODERU�GLVSXWHV�RU�RWKHU�IDFWRUV�EH\RQG�RXU�FRQWURO� 'LVUXSWLRQV�LQ�
RXU�VXSSO\�FKDLQ�FRXOG�UHVXOW�LQ�D�GHFUHDVH�LQ�UHYHQXHV�DQG�SURILWDELOLW\�

Trade policies could make sourcing products from overseas more difficult and/or costlier.

$Q\�FKDQJHV�WR�WUDGH�SROLFLHV��LQFOXGLQJ�WKH�LPSRVLWLRQ�RI�VLJQLILFDQW�UHVWULFWLRQV�RU�WDULIIV��ZKHWKHU�EHFDXVH�RI�
DPHQGPHQWV�WR�RU�HOLPLQDWLRQ�RI�H[LVWLQJ�WUDGH�DJUHHPHQWV��FRXOG�DGYHUVHO\�DIIHFW�RXU�DELOLW\�WR�VHFXUH�VXIILFLHQW�SURGXFWV�WR�
VHUYLFH�RXU�FXVWRPHUV�DQG�RU�UHVXOW�LQ�LQFUHDVHG�SURGXFW�FRVWV�WKDW�ZH�PD\�QRW�EH�DEOH�WR�SDVV�RQ�WR�RXU�FXVWRPHUV��UHVXOWLQJ
LQ�ORZHU�PDUJLQV���



��

Opening or expanding our customer fulfillment centers exposes us to risks of delays and may affect our operating results.

,Q�WKH�IXWXUH��DV�SDUW�RI�RXU�ORQJ�WHUP�VWUDWHJLF�SODQQLQJ��ZH�PD\�RSHQ�QHZ�FXVWRPHU�IXOILOOPHQW�FHQWHUV�WR�LPSURYH�
RXU�HIILFLHQF\��JHRJUDSKLF�GLVWULEXWLRQ�DQG�PDUNHW�SHQHWUDWLRQ��,Q�DGGLWLRQ��ZH�LQWHQG�WR�PDNH��DV�ZH�KDYH�LQ�WKH�SDVW��FDSLWDO�
LPSURYHPHQWV�DQG�RSHUDWLRQDO�HQKDQFHPHQWV�WR�FHUWDLQ�RI�RXU�H[LVWLQJ�FXVWRPHU�IXOILOOPHQW�FHQWHUV��0RYLQJ�RU�RSHQLQJ�
FXVWRPHU�IXOILOOPHQW�FHQWHUV�DQG�HIIHFWLQJ�VXFK�LPSURYHPHQWV�UHTXLUHV�D�VXEVWDQWLDO�FDSLWDO�LQYHVWPHQW��LQFOXGLQJ�
H[SHQGLWXUHV�IRU�UHDO�HVWDWH�DQG�FRQVWUXFWLRQ��DQG�RSHQLQJ�QHZ�FXVWRPHU�IXOILOOPHQW�FHQWHUV�UHTXLUHV�D�VXEVWDQWLDO�LQYHVWPHQW
LQ�LQYHQWRU\��,Q�DGGLWLRQ��WKH�RSHQLQJ�RI�QHZ�FXVWRPHU�IXOILOOPHQW�FHQWHUV�RU�WKH�H[SDQVLRQ�RI�H[LVWLQJ�FXVWRPHU�IXOILOOPHQW�
FHQWHUV�ZRXOG�KDYH�DQ�DGYHUVH�LPSDFW�RQ�RSHUDWLQJ�H[SHQVHV�DV�D�SHUFHQWDJH�RI�VDOHV��LQYHQWRU\�WXUQRYHU�DQG�UHWXUQ�RQ�
LQYHVWPHQW�LQ�WKH�SHULRGV�SULRU�WR�DQG�IRU�VRPH�WLPH�IROORZLQJ�WKH�FRPPHQFHPHQW�RI�RSHUDWLRQV�RI�HDFK�QHZ�FXVWRPHU�
IXOILOOPHQW�FHQWHU�RU�WKH�FRPSOHWLRQ�RI�VXFK�H[SDQVLRQV��

An interruption of operations at our headquarters or customer fulfillment centers could adversely impact our business�

2XU�EXVLQHVV�GHSHQGV�RQ�PDLQWDLQLQJ�RSHUDWLRQV�DW�RXU�FR�ORFDWHG�KHDGTXDUWHUV�DQG�FXVWRPHU�IXOILOOPHQW�FHQWHUV��$�
VHULRXV��SURORQJHG�LQWHUUXSWLRQ�GXH�WR�SRZHU�RXWDJH��WHOHFRPPXQLFDWLRQV�RXWDJH��WHUURULVW�DWWDFN��HDUWKTXDNH��KXUULFDQH��ILUH��
IORRG�RU�RWKHU�QDWXUDO�GLVDVWHU�RU�RWKHU�LQWHUUXSWLRQ�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV�DQG�ILQDQFLDO�UHVXOWV���

We are subject to litigation risk due to the nature of our business, which may have a material adverse effect on our business��

)URP�WLPH WR�WLPH��ZH�DUH�LQYROYHG�LQ�ODZVXLWV�RU�RWKHU�OHJDO�SURFHHGLQJV�WKDW�DULVH�IURP�EXVLQHVV�WUDQVDFWLRQV��
7KHVH�PD\��IRU�H[DPSOH��UHODWH�WR�SURGXFW�OLDELOLW\�FODLPV��FRPPHUFLDO�GLVSXWHV��RU�HPSOR\PHQW�PDWWHUV��,Q�DGGLWLRQ��ZH�
FRXOG�IDFH�FODLPV�RYHU�RWKHU�PDWWHUV��VXFK�DV�FODLPV�DULVLQJ�IURP�RXU�VWDWXV�DV�D�JRYHUQPHQW�FRQWUDFWRU��LQWHOOHFWXDO�SURSHUW\�
PDWWHUV��RU�FRUSRUDWH�RU�VHFXULWLHV�ODZ�PDWWHUV��7KH�GHIHQVH�DQG�XOWLPDWH�RXWFRPH�RI�ODZVXLWV�RU�RWKHU�OHJDO�SURFHHGLQJV�PD\�
UHVXOW�LQ�KLJKHU�RSHUDWLQJ�H[SHQVHV� ZKLFK�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��ILQDQFLDO�FRQGLWLRQ��RU�UHVXOWV�
RI�RSHUDWLRQV��

We may encounter difficulties with acquisitions and other strategic transactions which could harm our business.

:H�KDYH�FRPSOHWHG�VHYHUDO�DFTXLVLWLRQV�DQG�ZH�H[SHFW�WR�FRQWLQXH�WR�SXUVXH�DFTXLVLWLRQV�DQG�RWKHU�VWUDWHJLF�
WUDQVDFWLRQV��VXFK�DV�MRLQW�YHQWXUHV��WKDW�ZH�EHOLHYH�ZLOO�HLWKHU�H[SDQG�RU�FRPSOHPHQW�RXU�EXVLQHVV�LQ�QHZ�RU�H[LVWLQJ�PDUNHWV
RU�IXUWKHU�HQKDQFH�WKH�YDOXH�DQG�RIIHULQJV�ZH�DUH�DEOH WR�SURYLGH�WR�RXU�H[LVWLQJ�RU�IXWXUH�SRWHQWLDO�FXVWRPHUV��

$FTXLVLWLRQV�DQG�RWKHU�VWUDWHJLF�WUDQVDFWLRQV�LQYROYH�QXPHURXV�ULVNV�DQG�FKDOOHQJHV��LQFOXGLQJ�WKH�IROORZLQJ�

� GLYHUVLRQ�RI�PDQDJHPHQW¶V�DWWHQWLRQ�IURP�WKH�QRUPDO�RSHUDWLRQ�RI�RXU�EXVLQHVV�
� SRWHQWLDO�ORVV�RI�NH\�DVVRFLDWHV�DQG�FXVWRPHUV�RI�WKH�DFTXLUHG�FRPSDQLHV�
� GLIILFXOWLHV�PDQDJLQJ�DQG�LQWHJUDWLQJ�RSHUDWLRQV�LQ�JHRJUDSKLFDOO\�GLVSHUVHG�ORFDWLRQV�
� WKH�SRWHQWLDO�IRU�GHILFLHQFLHV�LQ�LQWHUQDO�FRQWUROV�DW�DFTXLUHG�FRPSDQLHV�
� LQFUHDVHV�LQ�RXU�H[SHQVHV�DQG�ZRUNLQJ�FDSLWDO�UHTXLUHPHQWV��ZKLFK�UHGXFH�RXU�UHWXUQ�RQ�LQYHVWHG�FDSLWDO�
� ODFN�RI�H[SHULHQFH�RSHUDWLQJ�LQ�WKH�JHRJUDSKLF�PDUNHW�RU�LQGXVWU\�VHFWRU�RI�WKH�DFTXLUHG�EXVLQHVV��DQG
� H[SRVXUH�WR�XQDQWLFLSDWHG�OLDELOLWLHV�RI�DFTXLUHG�FRPSDQLHV�

7R�LQWHJUDWH�DFTXLUHG�EXVLQHVVHV��ZH�PXVW�LPSOHPHQW�RXU�PDQDJHPHQW�LQIRUPDWLRQ�V\VWHPV��RSHUDWLQJ�V\VWHPV�DQG�
LQWHUQDO�FRQWUROV��DQG�DVVLPLODWH�DQG�PDQDJH�WKH�SHUVRQQHO�RI�WKH�DFTXLUHG�RSHUDWLRQV��7KH�GLIILFXOWLHV�RI�WKLV�LQWHJUDWLRQ�PD\�
EH�IXUWKHU�FRPSOLFDWHG�E\�JHRJUDSKLF�GLVWDQFHV��7KH�LQWHJUDWLRQ�RI�DFTXLUHG�EXVLQHVVHV�PD\�QRW�EH�VXFFHVVIXO�DQG�FRXOG�
UHVXOW�LQ�GLVUXSWLRQ�WR�RWKHU�SDUWV�RI�RXU�EXVLQHVV�

The terms of our credit facility and senior notes impose operating and financial restrictions on us, which may limit our 
ability to respond to changing business and economic conditions.

:H�FXUUHQWO\�KDYH�D������� PLOOLRQ�XQVHFXUHG�UHYROYLQJ�ORDQ�IDFLOLW\��7KH�IDFLOLW\�PDWXUHV�RQ�$SULO ����������7KH�
IDFLOLW\�SHUPLWV�XV��VXEMHFW�WR�DSSURYDO�RI�WKH�DGPLQLVWUDWLYH�DJHQW�DQG�WKH�OHQGHUV�SURYLGLQJ�WKH�ILQDQFLQJ��WR�UHTXHVW�
LQFUHPHQWDO�WHUP�ORDQV�DQG�UHYROYLQJ�FRPPLWPHQW�LQFUHDVHV�XS�WR�DQ�DJJUHJDWH�DPRXQW�RI������� PLOOLRQ��LQ�LQFUHPHQWV�QRW�
OHVV�WKDQ������ PLOOLRQ�RU�WKH�UHPDLQLQJ�DYDLODELOLW\���,Q�DGGLWLRQ��ZH�KDYH�RXWVWDQGLQJ������� PLOOLRQ�DJJUHJDWH�SULQFLSDO�
DPRXQW�RI�VHQLRU�QRWHV��7KH�VHQLRU�QRWHV�PDWXUH�LQ�-XQH������������ PLOOLRQ���-XQH�������������PLOOLRQ���-DQXDU\������
�������PLOOLRQ���-XO\�������������PLOOLRQ���-XQH�������������PLOOLRQ���DQG�-XO\ ������������ PLOOLRQ���:H�DOVR�KDYH�D�1RWH�
3XUFKDVH�DQG�3ULYDWH�6KHOI�$JUHHPHQW�ZLWK�HDFK�RI�0HW�/LIH DQG�3UXGHQWLDO� ZKLFK�SURYLGH�IRU XQFRPPLWWHG�IDFLOLWLHV�WKDW�
DOORZ�IRU�WKH�LVVXDQFH�DQG�VDOH�RI�DGGLWLRQDO�VHQLRU�QRWHV�ZLWK�DJJUHJDWH�DYDLODELOLWLHV�RI��������PLOOLRQ�DQG��������PLOOLRQ��
UHVSHFWLYHO\�



��

:H�DUH�VXEMHFW�WR�YDULRXV�RSHUDWLQJ�DQG�ILQDQFLDO�FRYHQDQWV�XQGHU�WKH�FUHGLW�IDFLOLW\ DQG�VHQLRU�QRWHV�ZKLFK�UHVWULFW�
RXU�DELOLW\�WR��DPRQJ�RWKHU�WKLQJV��LQFXU�DGGLWLRQDO�LQGHEWHGQHVV��PDNH�SDUWLFXODU�W\SHV�RI�LQYHVWPHQWV��LQFXU�FHUWDLQ�W\SHV�RI�
OLHQV��HQJDJH�LQ�IXQGDPHQWDO�FRUSRUDWH�FKDQJHV��HQWHU�LQWR�WUDQVDFWLRQV�ZLWK�DIILOLDWHV�RU�PDNH VXEVWDQWLDO�DVVHW�VDOHV��$Q\�
IDLOXUH�WR�FRPSO\�ZLWK�WKHVH�FRYHQDQWV�PD\�FRQVWLWXWH�D�EUHDFK�XQGHU�WKH�FUHGLW�IDFLOLW\�DQG�VHQLRU�QRWHV��ZKLFK�FRXOG�UHVXOW
LQ�WKH�DFFHOHUDWLRQ�RI�DOO�RU�D�VXEVWDQWLDO�SRUWLRQ�RI�DQ\�RXWVWDQGLQJ�LQGHEWHGQHVV�DQG�WHUPLQDWLRQ�RI�UHYROYLQJ�FUHGLW�
FRPPLWPHQWV�XQGHU�WKH�IDFLOLW\��2XU�LQDELOLW\�WR�PDLQWDLQ�RXU�FUHGLW�IDFLOLW\�FRXOG�PDWHULDOO\�DGYHUVHO\�DIIHFW�RXU�OLTXLGLW\
DQG�RXU�EXVLQHVV��$W 6HSWHPEHU ���������ZH�ZHUH�LQ�FRPSOLDQFH�ZLWK�WKH�RSHUDWLQJ�DQG�ILQDQFLDO�FRYHQDQWV XQGHU WKH�FUHGLW�
IDFLOLW\�DQG�VHQLRU�QRWHV�

We are subject to environmental, health and safety laws and regulations.

:H�DUH�VXEMHFW�WR�IHGHUDO��VWDWH��ORFDO��IRUHLJQ�DQG�SURYLQFLDO�HQYLURQPHQWDO��KHDOWK�DQG�VDIHW\�ODZV�DQG�UHJXODWLRQV��
)LQHV�DQG�SHQDOWLHV�PD\�EH�LPSRVHG�IRU�QRQ�FRPSOLDQFH�ZLWK�DSSOLFDEOH�HQYLURQPHQWDO��KHDOWK�DQG�VDIHW\�UHTXLUHPHQWV�DQG�
WKH�IDLOXUH�WR�KDYH�RU�WR�FRPSO\�ZLWK�WKH�WHUPV�DQG�FRQGLWLRQV�RI�UHTXLUHG�SHUPLWV��7KH�IDLOXUH�E\�XV�WR�FRPSO\�ZLWK�
DSSOLFDEOH�HQYLURQPHQWDO��KHDOWK�DQG�VDIHW\�UHTXLUHPHQWV�FRXOG�UHVXOW�LQ�ILQHV��SHQDOWLHV��HQIRUFHPHQW�DFWLRQV��WKLUG�SDUW\�
FODLPV�IRU�SURSHUW\�GDPDJH�DQG�SHUVRQDO�LQMXU\��UHTXLUHPHQWV�WR�FOHDQ�XS�SURSHUW\�RU�WR�SD\�IRU�WKH�FRVWV�RI�FOHDQXS��RU�
UHJXODWRU\�RU�MXGLFLDO�RUGHUV�UHTXLULQJ�FRUUHFWLYH�PHDVXUHV��ZKLFK�FRXOG�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�RXU�EXVLQHVV��
ILQDQFLDO�FRQGLWLRQ��RU�UHVXOWV�RI�RSHUDWLRQV�

Goodwill and indefinite-lived intangible assets recorded as a result of our acquisitions could become impaired�

$V�RI�6HSWHPEHU����������RXU�FRPELQHG�JRRGZLOO�DQG�LQGHILQLWH�OLYHG�LQWDQJLEOH�DVVHWV�DPRXQWHG�WR��������PLOOLRQ��
7R�WKH�H[WHQW�ZH�GR�QRW�JHQHUDWH�VXIILFLHQW�FDVK�IORZV�WR�UHFRYHU�WKH�QHW�DPRXQW�RI�DQ\�LQYHVWPHQWV�LQ�JRRGZLOO�DQG�RWKHU�
LQGHILQLWH�OLYHG�LQWDQJLEOH�DVVHWV�UHFRUGHG��WKH�LQYHVWPHQW�FRXOG�EH�FRQVLGHUHG�LPSDLUHG�DQG�VXEMHFW�WR�ZULWH�RII��:H�H[SHFW�
WR�UHFRUG�IXUWKHU�JRRGZLOO�DQG�RWKHU�LQGHILQLWH�OLYHG�LQWDQJLEOH�DVVHWV�DV�D�UHVXOW�RI�IXWXUH�DFTXLVLWLRQV�ZH�PD\�FRPSOHWH��
)XWXUH�DPRUWL]DWLRQ�RI�VXFK DVVHWV�RU�LPSDLUPHQWV��LI�DQ\��RI�JRRGZLOO�RU�LQGHILQLWH�OLYHG�LQWDQJLEOH�DVVHWV�ZRXOG�DGYHUVHO\�
DIIHFW�RXU�UHVXOWV�RI�RSHUDWLRQV�LQ�DQ\�JLYHQ�SHULRG��

Our common stock price may be volatile.

:H�EHOLHYH�IDFWRUV�VXFK�DV�IOXFWXDWLRQV�LQ�RXU�RSHUDWLQJ�UHVXOWV�RU�WKH�RSHUDWLQJ�UHVXOWV�RI�RXU�FRPSHWLWRUV��FKDQJHV�
LQ�HFRQRPLF�FRQGLWLRQV�LQ�WKH�PDUNHW�VHFWRUV�LQ�ZKLFK�RXU�FXVWRPHUV�RSHUDWH��QRWDEO\�WKH�GXUDEOH�DQG�QRQ�GXUDEOH�JRRGV�
PDQXIDFWXULQJ�LQGXVWU\��ZKLFK�DFFRXQWHG�IRU�D�VXEVWDQWLDO�SRUWLRQ�RI�RXU�UHYHQXH�IRU�ILVFDO�\HDU�������ILVFDO�\HDU������DQG�
ILVFDO�\HDU�������DQG�FKDQJHV�LQ�JHQHUDO�PDUNHW�FRQGLWLRQV��FRXOG�FDXVH�WKH�PDUNHW�SULFH�RI�RXU�&ODVV $�FRPPRQ�VWRFN�WR�
IOXFWXDWH�VXEVWDQWLDOO\�

Our principal shareholders exercise significant control over us.

:H�KDYH�WZR�FODVVHV�RI�FRPPRQ�VWRFN��2XU�&ODVV $�FRPPRQ�VWRFN�KDV�RQH�YRWH�SHU�VKDUH�DQG�RXU�&ODVV %�FRPPRQ�
VWRFN�KDV����YRWHV�SHU�VKDUH��$V�RI�2FWREHU����������WKH�&KDLUPDQ�RI�RXU�%RDUG�RI�'LUHFWRUV��KLV�VLVWHU��FHUWDLQ�RI�WKHLU�IDPLO\�
PHPEHUV�LQFOXGLQJ RXU�3UHVLGHQW�DQG�&KLHI�([HFXWLYH�2IILFHU��DQG�UHODWHG�WUXVWV�FROOHFWLYHO\�RZQHG������RI�WKH�RXWVWDQGLQJ�
VKDUHV�RI�RXU�&ODVV %�FRPPRQ�VWRFN�DQG�DSSUR[LPDWHO\������RI�WKH�RXWVWDQGLQJ�VKDUHV�RI�RXU�&ODVV $�FRPPRQ�VWRFN��JLYLQJ�
WKHP�FRQWURO�RYHU�DSSUR[LPDWHO\�������RI�WKH�FRPELQHG�YRWLQJ�SRZHU�RI�RXU�&ODVV $�FRPPRQ�VWRFN�DQG�RXU�&ODVV %
FRPPRQ�VWRFN��&RQVHTXHQWO\��VXFK�VKDUHKROGHUV�ZLOO�EH�DEOH�WR�HOHFW�DOO�WKH�GLUHFWRUV�RI�WKH�&RPSDQ\�DQG�WR�GHWHUPLQH�WKH�
RXWFRPH�RI�DQ\�PDWWHU�VXEPLWWHG�WR�D�YRWH�RI�WKH�&RPSDQ\¶V�VKDUHKROGHUV�IRU�DSSURYDO��LQFOXGLQJ�DPHQGPHQWV�WR�RXU�
FHUWLILFDWH�RI�LQFRUSRUDWLRQ�DQG�RXU�DPHQGHG�DQG�UHVWDWHG�E\�ODZV��DQ\�SURSRVHG�PHUJHU��FRQVROLGDWLRQ�RU�VDOH�RI�DOO�RU�
VXEVWDQWLDOO\�DOO�RXU�DVVHWV�DQG�RWKHU�FRUSRUDWH�WUDQVDFWLRQV��%HFDXVH�WKLV FRQFHQWUDWHG�FRQWURO�FRXOG�GLVFRXUDJH�RWKHUV�IURP�
LQLWLDWLQJ�DQ\�SRWHQWLDO�PHUJHU��WDNHRYHU�RU�RWKHU�FKDQJH�RI�FRQWURO�WUDQVDFWLRQ�WKDW�PD\�RWKHUZLVH�EH�EHQHILFLDO�WR�RXU�
VKDUHKROGHUV��WKH�PDUNHW�SULFH�RI�RXU�&ODVV $�FRPPRQ�VWRFN�FRXOG�EH�DGYHUVHO\�DIIHFWHG�
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:H�KDYH�FXVWRPHU�IXOILOOPHQW�FHQWHUV�LQ�RU�QHDU�WKH�IROORZLQJ�ORFDWLRQV�

 $SSUR[� 2SHUDWLRQDO /HDVHG�
/RFDWLRQ 6T��)W� 'DWH 2ZQHG
+DUULVEXUJ��3HQQV\OYDQLD ������� ���� 2ZQHG
$WODQWD��*HRUJLD ������� ���� 2ZQHG�
(ONKDUW��,QGLDQD ������� ���� 2ZQHG
&ROXPEXV��2KLR ������� ���� 2ZQHG
5HQR��1HYDGD ������� ���� 2ZQHG
+DQRYHU�3DUN��,OOLQRLV ������� ���� /HDVHG
'DOODV��7H[DV� ������� ���� /HDVHG
6KHOE\YLOOH��.HQWXFN\��� ������� ���� 2ZQHG
%HDPVYLOOH��&DQDGD ������ ���� 2ZQHG
:HGQHVEXU\��8QLWHG�.LQJGRP ������ ���� /HDVHG
(GPRQWRQ��&DQDGD ������ ���� /HDVHG
0RQFWRQ��&DQDGD� ������ ���� 2ZQHG
       
BBBBBBBBBBBBBBBBBBBBBBBBBB

��� 5HSDFNDJLQJ�DQG�UHSOHQLVKPHQW�FHQWHU�

:H�PDLQWDLQ��� EUDQFK�RIILFHV�ZLWKLQ�WKH�8QLWHG�6WDWHV�ORFDWHG�LQ����VWDWHV�DQG�RQH�EUDQFK�RIILFH�ORFDWHG�LQ�WKH�
8�.��7KH�EUDQFKHV�UDQJH�LQ�VL]H�IURP�������WR��������VTXDUH�IHHW��0RVW�RI�WKHVH�EUDQFK�RIILFHV�DUH�OHDVHG���7KHVH�OHDVHV�ZLOO
H[SLUH�DW�YDULRXV�SHULRGV��WKH�ORQJHVW�H[WHQGLQJ�WR�ILVFDO�������:H�DGGHG�VHYHQ�EUDQFK�RIILFHV�DV�D�UHVXOW�RI�WKH�$,6�
DFTXLVLWLRQ�WKDW�ZDV�FRPSOHWHG�GXULQJ�$SULO�������7KH�DJJUHJDWH�DQQXDO�OHDVH�SD\PHQWV�RQ�OHDVHG�EUDQFK�RIILFHV�DQG�WKH�
OHDVHG�FXVWRPHU�IXOILOOPHQW�FHQWHUV�LQ�ILVFDO����� ZHUH�DSSUR[LPDWHO\������ PLOOLRQ�

:H�PDLQWDLQ�RXU�FR�ORFDWHG�KHDGTXDUWHUV�DW�D���������VTXDUH�IRRW�IDFLOLW\�WKDW�ZH�RZQ�LQ�0HOYLOOH��1HZ�<RUN�DQG�D�
��������VTXDUH�IRRW�IDFLOLW\�WKDW�ZH�RZQ�LQ�'DYLGVRQ��1RUWK�&DUROLQD��,Q�DGGLWLRQ��ZH�PDLQWDLQ�RIILFH�VSDFH�LQ�D��������
VTXDUH�IRRW�IDFLOLW\�WKDW�ZH�OHDVH�LQ�6RXWKILHOG��0LFKLJDQ��:H�EHOLHYH�WKDW�RXU�H[LVWLQJ�IDFLOLWLHV�DUH�DGHTXDWH�IRU�RXU�FXUUHQW�
QHHGV�DQG�ZLOO�EH�DGHTXDWH�IRU�WKH�IRUHVHHDEOH�IXWXUH��ZH�DOVR�H[SHFW�WKDW�VXLWDEOH�DGGLWLRQDO�VSDFH�ZLOO�EH�DYDLODEOH�DV�
QHHGHG�

,7(0�����/(*$/�352&((',1*6��

7KHUH�DUH�YDULRXV�FODLPV��ODZVXLWV��DQG�SHQGLQJ�DFWLRQV�DJDLQVW�WKH�&RPSDQ\�LQFLGHQWDO�WR�WKH�RSHUDWLRQ�RI�LWV�
EXVLQHVV��$OWKRXJK�WKH�RXWFRPH�RI�WKHVH�PDWWHUV�LV�FXUUHQWO\�QRW�GHWHUPLQDEOH��PDQDJHPHQW�GRHV�QRW�H[SHFW�WKDW�WKH�XOWLPDWH�
FRVWV�WR�UHVROYH�WKHVH�PDWWHUV�ZLOO�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�WKH�&RPSDQ\¶V�FRQVROLGDWHG�ILQDQFLDO�SRVLWLRQ��UHVXOWV�RI�
RSHUDWLRQV��RU�OLTXLGLW\�

,7(0�����0,1(�6$)(7<�',6&/2685(6�

1RW�DSSOLFDEOH�
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,7(0���� 0$5.(7�)25�5(*,675$17¶6�&20021�(48,7<��5(/$7('�672&.+2/'(5�0$77(56�$1'�
,668(5�385&+$6(6�2)�(48,7<�6(&85,7,(6�

06&¶V�&ODVV $�FRPPRQ�VWRFN�LV�WUDGHG�RQ�WKH�1<6(�XQGHU�WKH�V\PERO�³060´��06&¶V�&ODVV %�FRPPRQ�VWRFN�LV�
QRW�WUDGHG�LQ�DQ\�SXEOLF�PDUNHW�

7KH�IROORZLQJ�WDEOH�VHWV�IRUWK�WKH�UDQJH�RI�WKH�KLJK�DQG�ORZ�VDOHV�SULFHV�DV�UHSRUWHG�E\�WKH�1<6(�DQG�FDVK�GLYLGHQGV�
SHU�VKDUH�IRU�WKH�SHULRG�IURP�6HSWHPEHU���������WR�6HSWHPEHU���������

  'LYLGHQG�3HU�6KDUH

 3ULFH�RI�&ODVV�$�&RPPRQ�6WRFN  &RPPRQ�6WRFN
)LVFDO�<HDU�(QGHG�6HSWHPEHU�������� +LJK /RZ  &ODVV�$�	�&ODVV�%
)LUVW�4XDUWHU ± 'HFHPEHU�������� � ����� � ����� � ����
6HFRQG�4XDUWHU ± 0DUFK�������� ����� ����� ����
7KLUG�4XDUWHU ± -XQH�������� ����� ����� ����
)RXUWK�4XDUWHU ± 6HSWHPEHU�������� ����� ����� ����

'LYLGHQG�3HU�6KDUH
3ULFH�RI�&ODVV�$�&RPPRQ�6WRFN &RPPRQ�6WRFN

)LVFDO�<HDU�(QGHG�6HSWHPEHU�������� +LJK /RZ &ODVV�$�	�&ODVV�%
)LUVW�4XDUWHU ± 'HFHPEHU�������� � ����� � ����� � ����
6HFRQG�4XDUWHU ± 0DUFK�������� ������ ����� ����
7KLUG�4XDUWHU ± -XQH�������� ������ ����� ����
)RXUWK�4XDUWHU ± 6HSWHPEHU�������� ����� ����� ����

,Q�������RXU�%RDUG�RI�'LUHFWRUV�LQVWLWXWHG�D�SROLF\�RI�SD\LQJ�UHJXODU�TXDUWHUO\�FDVK�GLYLGHQGV�WR�RXU�VKDUHKROGHUV��
7KH�&RPSDQ\�SDLG�WRWDO�DQQXDO�FDVK�GLYLGHQGV�RI������ DQG�������SHU�VKDUH�IRU�ILVFDO������DQG�ILVFDO�������UHVSHFWLYHO\��
7KLV�SROLF\�LV�UHYLHZHG�SHULRGLFDOO\�E\�WKH�%RDUG�RI�'LUHFWRUV��

2Q�2FWREHU�����������WKH�%RDUG�RI�'LUHFWRUV�GHFODUHG�D�TXDUWHUO\�FDVK�GLYLGHQG�RI�������SHU�VKDUH��SD\DEOH�RQ�
1RYHPEHU ���������WR�VKDUHKROGHUV�RI�UHFRUG�DW�WKH�FORVH�RI�EXVLQHVV�RQ�1RYHPEHU ����������7KH�GLYLGHQG�ZLOO�UHVXOW�LQ�D�
SD\RXW�RI�DSSUR[LPDWHO\������ PLOOLRQ��EDVHG�RQ�WKH�QXPEHU�RI�VKDUHV�RXWVWDQGLQJ�DW�2FWREHU���������

2Q�2FWREHU����������WKH�ODVW�UHSRUWHG�VDOHV�SULFH�IRU�06&¶V�&ODVV $�FRPPRQ�VWRFN�RQ�WKH�1<6(�ZDV��������SHU�
VKDUH��7KH�DSSUR[LPDWH�QXPEHU�RI�KROGHUV�RI�UHFRUG�RI�06&¶V�&ODVV $�FRPPRQ�VWRFN�DV�RI�2FWREHU���������ZDV������7KH�
QXPEHU�RI�KROGHUV�RI�UHFRUG�RI�06&¶V�&ODVV %�FRPPRQ�VWRFN�DV�RI�2FWREHU���������ZDV����

3XUFKDVHV�RI�(TXLW\�6HFXULWLHV

7KH�IROORZLQJ�WDEOH�VHWV�IRUWK�UHSXUFKDVHV�E\�WKH�&RPSDQ\�RI�LWV�RXWVWDQGLQJ�VKDUHV�RI�&ODVV $�FRPPRQ�VWRFN�
GXULQJ�WKH�TXDUWHU�HQGHG�6HSWHPEHU���������

3HULRG
7RWDO�1XPEHU�RI�6KDUHV�

3XUFKDVHG�������
$YHUDJH�3ULFH�3DLG�3HU�

6KDUH���  

7RWDO�1XPEHU�RI�6KDUHV�
3XUFKDVHG�DV�3DUW�RI�
3XEOLFO\�$QQRXQFHG�
3ODQV�RU�3URJUDPV���

0D[LPXP�1XPEHU�RI�
6KDUHV�WKDW�0D\�<HW�%H�
3XUFKDVHG�8QGHU�WKH�
3ODQV�RU�3URJUDPV

����������������� � � ����� ² ���������
����������������� ������� ����� ������� ���������
����������������� ������� ����� ������� ���������
7RWDO� ������� � ����� �������
BBBBBBBBBBBBBBBBBBBBBBBBBB

��� 'XULQJ�WKH�WKUHH�PRQWKV�HQGHG�6HSWHPEHU��������������VKDUHV�RI�RXU�&ODVV�$�FRPPRQ�VWRFN�ZHUH�SXUFKDVHG�E\�WKH�
&RPSDQ\�DV�SD\PHQW�WR�VDWLVI\�RXU�DVVRFLDWHV¶�WD[�ZLWKKROGLQJ�OLDELOLW\�IRU�YHVWHG�UHVWULFWHG�VWRFN�DZDUGV�DVVRFLDWHG�
ZLWK�RXU�VKDUH�EDVHG�FRPSHQVDWLRQ�SURJUDP�DQG�DUH�LQFOXGHG�LQ�WKH�WRWDO�QXPEHU�RI�VKDUHV�SXUFKDVHG��

�����,Q�-XO\�������WKH�&RPSDQ\�DQQRXQFHG�WKDW�LQ�FRQQHFWLRQ�ZLWK�LWV�H[LVWLQJ�VKDUH�UHSXUFKDVH�DXWKRUL]DWLRQ��WKH�&RPSDQ\�
HQWHUHG�LQWR�D�VWRFN�SXUFKDVH DJUHHPHQW�ZLWK�WKH�KROGHUV�RI�WKH�&RPSDQ\¶V�&ODVV�%�FRPPRQ�VWRFN�WR�SXUFKDVH�D�SUR�UDWD�



��

QXPEHU�RI�VKDUHV��VXFK�WKDW�WKHLU�DJJUHJDWH�SHUFHQWDJH�RZQHUVKLS�LQ�WKH�&RPSDQ\�ZRXOG�UHPDLQ�VXEVWDQWLDOO\�WKH�VDPH��
,Q�$XJXVW�������WKH�&RPSDQ\�SXUFKDVHG��������VKDUHV�RI�LWV�&ODVV�$�FRPPRQ�VWRFN�IURP�FHUWDLQ�RI�LWV�&ODVV�%�
VKDUHKROGHUV�DW�D�SXUFKDVH�SULFH�RI��������SHU�VKDUH��7KH�ILJXUHV�IRU�WRWDO�VKDUHV�SXUFKDVHG�LQFOXGH�VKDUHV�SXUFKDVHG�
XQGHU�WKH�VWRFN�SXUFKDVH�DJUHHPHQW��6HH�1RWH���³6KDUHKROGHUV¶�(TXLW\´�LQ�WKH�1RWHV�WR�WKH�&RQVROLGDWHG�)LQDQFLDO�
6WDWHPHQWV�IRU�PRUH�LQIRUPDWLRQ�DERXW�WKH�VWRFN�SXUFKDVH�

��� $FWLYLW\�LV�UHSRUWHG�RQ�D�WUDGH�GDWH�EDVLV�
��� 'XULQJ�ILVFDO�������RXU�%RDUG�RI�'LUHFWRUV�HVWDEOLVKHG�WKH�06&�6WRFN�5HSXUFKDVH�3ODQ��ZKLFK�ZH�UHIHU�WR�DV�WKH�

5HSXUFKDVH�3ODQ��7KH�WRWDO�QXPEHU�RI�VKDUHV�RI�RXU�&ODVV $�FRPPRQ�VWRFN�LQLWLDOO\�DXWKRUL]HG�IRU�IXWXUH�UHSXUFKDVH�ZDV�
VHW�DW�����������VKDUHV��2Q�-DQXDU\ ���������RXU�%RDUG�RI�'LUHFWRUV�UHDIILUPHG�DQG�UHSOHQLVKHG�WKH�5HSXUFKDVH�3ODQ�DQG�
VHW�WKH�WRWDO�QXPEHU RI�VKDUHV�RI�&ODVV $�FRPPRQ�VWRFN�DXWKRUL]HG�IRU�IXWXUH�UHSXUFKDVH�DW�����������VKDUHV��2Q�2FWREHU�
����������WKH�%RDUG�RI�'LUHFWRUV�UHDIILUPHG�DQG�UHSOHQLVKHG�WKH�5HSXUFKDVH�3ODQ�DQG�VHW�WKH�WRWDO�QXPEHU�RI�VKDUHV�RI�
&ODVV�$�FRPPRQ�VWRFN�DXWKRUL]HG�IRU�IXWXUH�UHSXUFKDVH�DW�����������VKDUHV���$V�RI�6HSWHPEHU����������WKH�PD[LPXP�
QXPEHU�RI�VKDUHV�WKDW�PD\�\HW�EH�UHSXUFKDVHG�XQGHU�WKH�5HSXUFKDVH�3ODQ�ZDV�����������VKDUHV��7KHUH�LV�QR�H[SLUDWLRQ�
GDWH�IRU�WKH�5HSXUFKDVH�3ODQ��

3HUIRUPDQFH�*UDSK

The following stock price performance graph and accompanying information is not deemed to be “soliciting 
material” or to be “filed” with the SEC, nor shall such information be incorporated by reference into any filings under the 
Securities Act of 1933, as amended, or under the Securities Exchange Act of 1934, as amended, which we refer to as the 
Exchange Act, or be subject to the liabilities of Section 18 of the Exchange Act, regardless of any general incorporation 
language in any such filing.

7KH�IROORZLQJ�JUDSK�FRPSDUHV�WKH�FXPXODWLYH�WRWDO�UHWXUQ�RQ�DQ�LQYHVWPHQW�LQ�RXU�FRPPRQ�VWRFN�ZLWK�WKH�
FXPXODWLYH�WRWDO�UHWXUQ�RI�DQ�LQYHVWPHQW�LQ�HDFK�RI�WKH�6	3�0LGFDS�����,QGH[�DQG�WKH�'RZ�-RQHV�86�,QGXVWULDO�6XSSOLHU�
,QGH[�

7KH�JUDSK�DVVXPHV������LQYHVWHG�DW�WKH�FORVLQJ�SULFH�RI�RXU�&ODVV $�FRPPRQ�VWRFN�RQ�WKH�1<6(�DQG�HDFK�LQGH[�RQ�
$XJXVW����������DQG�DVVXPHV�WKDW�DOO�GLYLGHQGV�SDLG�RQ�VXFK�VHFXULWLHV�GXULQJ�WKH�DSSOLFDEOH�ILVFDO�\HDUV�ZHUH�UHLQYHVWHG��
,QGLFHV�DUH�FDOFXODWHG�RQ�D�PRQWK�HQG�EDVLV��7KH�FRPSDULVRQV�LQ�WKLV�WDEOH�DUH�EDVHG�RQ�KLVWRULFDO�GDWD�DQG�DUH�QRW�LQWHQGHG�WR�
IRUHFDVW�RU�WR�EH�LQGLFDWLYH�RI�WKH�SRVVLEOH�IXWXUH�SHUIRUPDQFH�RI�RXU�&ODVV $�FRPPRQ�VWRFN�

&XPXODWLYH�7RWDO�6WRFNKROGHU�5HWXUQ
IRU�WKH�3HULRG�IURP�$XJXVW����������WKURXJK�6HSWHPEHU��������

��������� ��������� ��������� �������� �������� ��������
06&�,QGXVWULDO�'LUHFW�&R���,QF� ������ ������ ����� ������ ������ ������
6	3�0LGFDS���� ������ ������ ������ ������ ������ ������
'RZ�-RQHV�86�,QGXVWULDO�6XSSOLHU� ������ ������ ����� ����� ����� ������



��
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7KH�IROORZLQJ�VHOHFWHG�ILQDQFLDO�LQIRUPDWLRQ�LV�TXDOLILHG�E\�UHIHUHQFH�WR��DQG�VKRXOG�EH�UHDG�LQ�FRQMXQFWLRQ�ZLWK��WKH�
&RPSDQ\¶V�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�DQG�WKH�QRWHV�WKHUHWR��DQG�³0DQDJHPHQW¶V�'LVFXVVLRQ�DQG�$QDO\VLV�RI�
)LQDQFLDO�&RQGLWLRQ�DQG�5HVXOWV�RI�2SHUDWLRQV´�FRQWDLQHG�HOVHZKHUH�KHUHLQ��7KH�VHOHFWHG�FRQVROLGDWHG�LQFRPH�VWDWHPHQW�GDWD�
IRU�WKH�ILVFDO�\HDUV�HQGHG�6HSWHPEHU����������6HSWHPEHU���������DQG�6HSWHPEHU���������DQG�WKH�VHOHFWHG�FRQVROLGDWHG�
EDODQFH�VKHHW�GDWD�DV�RI�6HSWHPEHU���������DQG�6HSWHPEHU���������DUH�GHULYHG�IURP�06&¶V�DXGLWHG�FRQVROLGDWHG�ILQDQFLDO�
VWDWHPHQWV�ZKLFK�DUH�LQFOXGHG�HOVHZKHUH�KHUHLQ��7KH�VHOHFWHG�FRQVROLGDWHG�LQFRPH�VWDWHPHQW�GDWD�IRU�WKH�ILVFDO�\HDUV�HQGHG�
$XJXVW ����������DQG�$XJXVW ����������DQG�WKH�VHOHFWHG�FRQVROLGDWHG�EDODQFH�VKHHW�GDWD�DV�RI�6HSWHPEHU����������$XJXVW ����
������DQG�$XJXVW ���������DUH�GHULYHG�IURP�06&¶V�DXGLWHG�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�QRW�LQFOXGHG�KHUHLQ�

 )LVFDO�<HDUV�(QGHG

6HSWHPEHU����
����

����ZHHNV�

6HSWHPEHU����
����

����ZHHNV�

6HSWHPEHU����
����

����ZHHNV�

$XJXVW�����
����

����ZHHNV�

$XJXVW�����
����

��� ZHHNV�
�,Q�WKRXVDQGV��H[FHSW�SHU�VKDUH�GDWD�

&RQVROLGDWHG�,QFRPH�6WDWHPHQW�'DWD�
1HW�VDOHV � ��������� � ��������� � ��������� � ��������� � ���������
*URVV�SURILW ��������� ��������� ��������� ��������� ���������
2SHUDWLQJ�H[SHQVHV ������� ������� ������� ������� �������
,QFRPH�IURP�RSHUDWLRQV ������� ������� ������� ������� �������
,QFRPH�WD[HV ������ ������� ������� ������� �������
1HW�LQFRPH ������� ������� ������� ������� �������
1HW�LQFRPH�SHU�FRPPRQ�VKDUH�
%DVLF ���� ���� ���� ���� ����
'LOXWHG ���� ���� ���� ���� ����
:HLJKWHG�DYHUDJH�FRPPRQ�VKDUHV�RXWVWDQGLQJ�
%DVLF ������ ������ ������ ������ ������
'LOXWHG ������ ������ ������ ������ ������
&DVK GLYLGHQGV�GHFODUHG�SHU�FRPPRQ�VKDUH��� � ���� � ���� � ���� � ���� � ����

&RQVROLGDWHG�%DODQFH�6KHHW�'DWD��DW�SHULRG�HQG��
:RUNLQJ�FDSLWDO � ������� � ������� � ������� � ������� � �������
7RWDO�DVVHWV ��������� ��������� ��������� ��������� ���������
6KRUW�WHUP�GHEW�LQFOXGLQJ�FDSLWDO�OHDVH�DQG�
ILQDQFLQJ�REOLJDWLRQV��� ������� ������� ������� ������� ������
/RQJ�WHUP�GHEW�LQFOXGLQJ�FDSLWDO�OHDVH�REOLJDWLRQV��
QHW RI�FXUUHQW�PDWXULWLHV��� ������� ������� ������� ������� �������
'HIHUUHG�LQFRPH�WD[HV�DQG�WD[�XQFHUWDLQWLHV��� ������ ������� ������� ������� �������
6KDUHKROGHUV¶�HTXLW\ ��������� ��������� ��������� ��������� ���������

BBBBBBBBBBBBBBBBBBBBBBBBBB

��� ,Q�WKH�ILUVW�TXDUWHU�RI�ILVFDO�������WKH�&RPSDQ\�SDLG�D�VSHFLDO�FDVK�GLYLGHQG�RI�������SHU�VKDUH�
��� 3ULRU�SHULRGV�KDYH�EHHQ�UHFODVVLILHG�WR�UHIOHFW�WKH�DGRSWLRQ�RI�$FFRXQWLQJ�6WDQGDUGV�8SGDWH��³$68´�����������

6LPSOLI\LQJ�WKH�3UHVHQWDWLRQ�RI�'HEW�,VVXDQFH�&RVWV��6XEWRSLF���������
��� ,Q�ILVFDO�������WKH�&RPSDQ\�UHFRUGHG�D�QHW�WD[�EHQHILW�RI ������� GXH�WR�WKH�UHYDOXDWLRQ�RI�LWV�QHW�GHIHUUHG�WD[�OLDELOLWLHV�

SULPDULO\�UHODWHG�WR�WKH�ORZHU�IHGHUDO�FRUSRUDWH�WD[�UDWH��SDUWLDOO\�RIIVHW�E\�WKH�ORZHU�IHGHUDO�EHQHILW�IRU�VWDWH�WD[HV�DQG�
WKH�FKDQJH�IURP�D�ZRUOGZLGH�WD[�V\VWHP�WR�D�WHUULWRULDO�WD[�V\VWHP�
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,7(0�����0$1$*(0(17¶6�',6&866,21�$1'�$1$/<6,6�2)�),1$1&,$/�&21',7,21�$1'�5(68/76�2)�
23(5$7,216�

2YHUYLHZ

:H�DUH�D�OHDGLQJ�1RUWK�$PHULFDQ�GLVWULEXWRU RI D�EURDG�UDQJH�RI PHWDOZRUNLQJ�DQG�PDLQWHQDQFH��UHSDLU��DQG�
RSHUDWLRQV��³052´��SURGXFWV�DQG�VHUYLFHV� :H KHOS�RXU�FXVWRPHUV�GULYH�JUHDWHU�SURGXFWLYLW\��SURILWDELOLW\�DQG JURZWK�ZLWK�
PRUH�WKDQ���� PLOOLRQ�SURGXFWV� LQYHQWRU\�PDQDJHPHQW�DQG�RWKHU�VXSSO\�FKDLQ�VROXWLRQV��DQG�GHHS�H[SHUWLVH�IURP�PRUH�WKDQ�
���\HDUV�RI�ZRUNLQJ�ZLWK�FXVWRPHUV�DFURVV�LQGXVWULHV��:H�FRQWLQXH�WR�LPSOHPHQW�RXU�VWUDWHJLHV�WR�JDLQ�PDUNHW�VKDUH��JHQHUDWH�
QHZ�FXVWRPHUV��LQFUHDVH�VDOHV�WR�H[LVWLQJ FXVWRPHUV��DQG�GLYHUVLI\�RXU�FXVWRPHU�EDVH�

2XU�H[SHULHQFHG�WHDP�RI RYHU�������DVVRFLDWHV ZRUNV�ZLWK�RXU�FXVWRPHUV�WR�KHOS�GULYH�UHVXOWV�IRU�WKHLU�EXVLQHVVHV��
IURP�NHHSLQJ�RSHUDWLRQV�UXQQLQJ�HIILFLHQWO\�WRGD\�WR�FRQWLQXRXVO\�UHWKLQNLQJ��UHWRROLQJ��DQG�RSWLPL]LQJ�IRU�D�PRUH�SURGXFWLYH�
WRPRUURZ� :H�RIIHU DSSUR[LPDWHO\ ��������� DFWLYH� VDOHDEOH VWRFN�NHHSLQJ�XQLWV �³6.8V´� WKURXJK�RXU�FDWDORJV��
EURFKXUHV� H&RPPHUFH�FKDQQHOV��LQFOXGLQJ�WKH�06&�ZHEVLWH��RXU�LQYHQWRU\�PDQDJHPHQW�VROXWLRQV� DQG FDOO�FHQWHUV�DQG
EUDQFKHV��:H�VHUYLFH�RXU�FXVWRPHUV�IURP �� FXVWRPHU�IXOILOOPHQW�FHQWHUV �HLJKW�FXVWRPHU�IXOILOOPHQW�FHQWHUV�DUH�ORFDWHG�LQ�
WKH�8QLWHG�6WDWHV�ZKLFK�LQFOXGHV�ILYH�SULPDU\�FXVWRPHU�IXOILOOPHQW�FHQWHUV��RQH�LV�ORFDWHG�LQ�WKH�8�.���DQG�WKUHH�DUH�ORFDWHG LQ�
&DQDGD� DQG ��� EUDQFK�RIILFHV��0DQ\�RI RXU�SURGXFWV�DUH�FDUULHG�LQ�VWRFN��DQG�RUGHUV�IRU�WKHVH�LQ�VWRFN�SURGXFWV�DUH�
W\SLFDOO\�IXOILOOHG�WKH�GD\�RQ�ZKLFK�WKH�RUGHU�LV�UHFHLYHG�

2XU�EXVLQHVV�PRGHO�IRFXVHV�RQ�SURYLGLQJ�RYHUDOO�SURFXUHPHQW�FRVW�UHGXFWLRQ�DQG�MXVW�LQ�WLPH�GHOLYHU\�WR�PHHW�RXU�
FXVWRPHUV¶�QHHGV��:H�IRFXV�RQ�RIIHULQJ�LQYHQWRU\��SURFHVV�DQG�SURFXUHPHQW�VROXWLRQV�WKDW�UHGXFH�052�VXSSO\�FKDLQ�FRVWV�
DQG�LPSURYH�SODQW�IORRU�SURGXFWLYLW\�IRU�RXU�FXVWRPHUV��:H�ZLOO�VHHN�WR�FRQWLQXH�WR�DFKLHYH�FRVW�UHGXFWLRQV�WKURXJKRXW�RXU�
EXVLQHVV�WKURXJK�FRVW�VDYLQJ�VWUDWHJLHV�DQG�LQFUHDVHG�OHYHUDJH�IURP�RXU�H[LVWLQJ�LQIUDVWUXFWXUH��DQG�FRQWLQXH�WR�SURYLGH�
DGGLWLRQDO�SURFXUHPHQW�FRVW�VDYLQJV�VROXWLRQV�WR�RXU�FXVWRPHUV�WKURXJK�WHFKQRORJ\�VXFK�DV�RXU�&XVWRPHU�0DQDJHG�,QYHQWRU\�
�³&0,´���9HQGRU�0DQDJHG�,QYHQWRU\��³90,´���DQG�YHQGLQJ�SURJUDPV���2XU ILHOG�VDOHV DQG�VHUYLFH�DVVRFLDWH�KHDGFRXQW�
ZDV ������DW�6HSWHPEHU����������FRPSDUHG�WR�������DW�6HSWHPEHU���������DQG ������DW�6HSWHPEHU���������� %HJLQQLQJ�LQ�RXU�
ILVFDO�IRXUWK�TXDUWHU�RI�������ILHOG�VDOHV�DQG�VHUYLFH�SHUVRQQHO�LQFOXGHV�DOO�FXVWRPHU�IDFLQJ�DVVRFLDWHV�LQ�DQ�H[WHUQDO�VDOHV�RU�
VHUYLFH�UROH��3ULRU�SHULRG�KHDGFRXQW�QXPEHUV�KDYH�EHHQ�DGMXVWHG�WR�UHIOHFW�WKLV�QHZ�GHILQLWLRQ��:H�KDYH�PLJUDWHG�RXU�VDOHV�
IRUFH�IURP�RQH�GHVLJQHG�WR�VHOO�D�VSRW�EX\�YDOXH�SURSRVLWLRQ�WR�RQH�SUHSDUHG�WR�GHOLYHU�XSRQ�WKH�QHZ��PRUH�FRPSOH[�DQG�
KLJK�WRXFK UROH�WKDW�ZH�SOD\�GULYLQJ�YDOXH�IRU�RXU�FXVWRPHUV�E\�HQDEOLQJ�WKHP�WR�DFKLHYH�KLJKHU�OHYHOV�RI�JURZWK��
SURILWDELOLW\��DQG�SURGXFWLYLW\��7KLV�ZDV WKH�ZRUN�WKDW�ZDV�FRPSOHWHG GXULQJ�WKH�ODWWHU�SDUW�RI�ILVFDO�������$V�ZH�LPSOHPHQWHG�
WKHVH�FKDQJHV��RXU�JURZWK�XQGHUSHUIRUPHG�GXH�WR�DFFRXQW�WUDQVLWLRQV��VDOHV�DVVRFLDWH WUDQVLWLRQV�LQWR�QHZ�UROHV��DQG�GHFOLQLQJ
VDOHV�KHDGFRXQW�DV�ZH�PDGH�WKH�PLJUDWLRQ�

7KH�FKDUW�EHORZ�GLVSOD\V�D�WKUHH�\HDU�FRPSDULVRQ�RI�RXU�QHW�VDOHV�IURP�ILVFDO������WKURXJK�ILVFDO���������

��� 3ULFLQJ�DQG�RWKHU�LV�FRPSULVHG�RI�FKDQJHV�LQ�FXVWRPHU�DQG�SURGXFW�PL[��GLVFRXQWLQJ�DQG�RWKHU�LWHPV�
��� )LVFDO�\HDUV�������������DQG������KDG��������� DQG�����VDOHV�GD\V��UHVSHFWLYHO\�



��

5HFHQW�'HYHORSPHQWV�DQG�+LJKOLJKWV

+LJKOLJKWV�GXULQJ�RXU�ILVFDO�\HDU�HQGHG�6HSWHPEHU���������LQFOXGH�WKH�IROORZLQJ�

x 2Q�$SULO�����������ZH�FRPSOHWHG�WKH�DFTXLVLWLRQ�RI�$OO�,QWHJUDWHG�6ROXWLRQV��³$,6´� IRU�DJJUHJDWH�
FRQVLGHUDWLRQ�RI�DSSUR[LPDWHO\ ������PLOOLRQ��ZKLFK�LQFOXGHG�D�SRVW�FORVLQJ�ZRUNLQJ�FDSLWDO�DGMXVWPHQW�RI������
PLOOLRQ�SDLG�RXW�LQ�$XJXVW������

x :H�UHFRUGHG�D�������PLOOLRQ�EHQHILW�IURP�LQFRPH�WD[HV�UHODWHG�WR�WKH�UHYDOXDWLRQ�RI�RXU�QHW�GHIHUUHG�WD[�
OLDELOLWLHV�UHVXOWLQJ�IURP�WKH�HQDFWPHQW�RI�WKH�7&-$�

x :H�JHQHUDWHG��������PLOOLRQ�RI�FDVK�IURP�RSHUDWLRQV�LQ�ILVFDO������
x :H�SDLG�RXW��������PLOOLRQ�LQ�FDVK�GLYLGHQGV��LQFUHDVLQJ�RXU�GLYLGHQG�SHU�VKDUH�WZLFH�GXULQJ�ILVFDO������
x :H�UHSXUFKDVHG�������PLOOLRQ�RI�06&�&ODVV�$�FRPPRQ�VWRFN�LQ�ILVFDO������

2XU�6WUDWHJ\

2XU�REMHFWLYH�LV�WR�FRQWLQXH�WR�JURZ�VDOHV�SURILWDEO\�ZKLOH�KHOSLQJ�RXU�FXVWRPHUV�EHFRPH�PRUH�SURGXFWLYH�DQG�
SURILWDEOH�E\�UHGXFLQJ�WKHLU�WRWDO�FRVW�IRU�SXUFKDVLQJ��XVLQJ�DQG�PDLQWDLQLQJ�052�VXSSOLHV��:H�FRQWLQXH�WR�SXUVXH�VWUDWHJLF�
DFTXLVLWLRQV�WKDW�H[SDQG�RU�FRPSOHPHQW�RXU�EXVLQHVV�LQ�QHZ�DQG�H[LVWLQJ�PDUNHWV�RU�IXUWKHU�HQKDQFH�WKH�YDOXH�DQG�RIIHULQJV�
ZH�SURYLGH�

%XVLQHVV�(QYLURQPHQW

:H�XWLOL]H�YDULRXV�LQGLFHV�ZKHQ�HYDOXDWLQJ�WKH�OHYHO�RI�RXU�EXVLQHVV�DFWLYLW\���$SSUR[LPDWHO\ ��� RI RXU�UHYHQXHV�
FDPH�IURP�VDOHV�LQ�WKH�PDQXIDFWXULQJ�VHFWRU�GXULQJ�RXU�ILVFDO�\HDU�������H[FOXGLQJ�8�.��RSHUDWLRQV� 7KURXJK�VWDWLVWLFDO�
DQDO\VLV��ZH�KDYH IRXQG WKDW WUHQGV�LQ�RXU FXVWRPHUV¶�DFWLYLW\�KDYH�FRUUHODWHG�WR�FKDQJHV�LQ�WKH�0HWDOZRUNLQJ�%XVLQHVV�,QGH[�
�³0%,´�� 7KH�0%,�LV�D�VHQWLPHQW�LQGH[�GHYHORSHG�IURP�D�PRQWKO\�VXUYH\�RI�WKH�8�6��PHWDOZRUNLQJ�LQGXVWU\��IRFXVLQJ�RQ�
GXUDEOH�JRRGV�PDQXIDFWXULQJ� :H�KDYH�H[SHULHQFHG�WKH�KLJKHVW�FRUUHODWLRQ�EHWZHHQ�RXU�VDOHV�WUHQGV�DQG�WKH 0%,�E\�XVLQJ�
WKH�UROOLQJ����PRQWK�0%,�DYHUDJH�RQ�D�IRXU�PRQWK�ODJ� )RU�WKH�0%,��D�YDOXH�EHORZ������JHQHUDOO\�LQGLFDWHV�FRQWUDFWLRQ�DQG�
D�YDOXH�DERYH������JHQHUDOO\�LQGLFDWHV�H[SDQVLRQ� 7KH�0%,�RYHU�WKH�ODVW�WKUHH�PRQWKV�RI�ILVFDO������DQG�WKH������ILVFDO�
IRXUWK�TXDUWHU�DQG�ILVFDO�\HDU�DYHUDJHV�ZHUH�DV�IROORZV�

3HULRG  0%,

-XQH  ����

-XO\  ����

$XJXVW  ����

)LVFDO������4��DYHUDJH  ����

)LVFDO������IXOO�\HDU�DYHUDJH  ����

7KH�0%,�WUHQGHG�GRZQZDUG�GXULQJ�WKH�EDFN�KDOI�RI�RXU�ILVFDO�\HDU��$IWHU�UHDFKLQJ�LWV�UHFRUG�KLJK�RI������LQ�
)HEUXDU\�������LW�FDPH�GRZQ�WR������LQ�0D\������DQG�WKHQ�WR������LQ�$XJXVW�������7KLV�LPSOLHV�FRQWLQXHG��EXW�VORZHU�
JURZWK�LQ�WKH�PHWDOZRUNLQJ�PDQXIDFWXULQJ�HQYLURQPHQW���'HWDLOV�UHOHDVHG�ZLWK�WKH�6HSWHPEHU 0%,�RI������LQGLFDWH�
FRQWLQXHG�H[SDQVLRQ�IRU�WKH���VW�VWUDLJKW�PRQWK��WKH�ORQJHVW�FRQWLQXRXV�H[SDQVLRQ�RI�WKH�0%,�LQ�UHFRUGHG�KLVWRU\��:H�ZLOO�
FRQWLQXH�WR�PRQLWRU�WKH�FXUUHQW HFRQRPLF�FRQGLWLRQV�IRU�LWV�LPSDFW�RQ�RXU�FXVWRPHUV�DQG�PDUNHWV�DQG�FRQWLQXH�WR�DVVHVV�ERWK�
ULVNV�DQG�RSSRUWXQLWLHV�WKDW�PD\�DIIHFW�RXU�EXVLQHVV�



��

5HVXOWV�RI�2SHUDWLRQV

)LVFDO�<HDU�(QGHG�6HSWHPEHU�������� &RPSDUHG�WR�WKH�)LVFDO�<HDU�(QGHG�6HSWHPEHU��������

7KH�WDEOH�EHORZ�VXPPDUL]HV�WKH�&RPSDQ\¶V�UHVXOWV�RI�RSHUDWLRQV�ERWK�LQ�GROODUV��LQ�WKRXVDQGV��DQG�DV�D�SHUFHQWDJH�
RI�QHW�VDOHV�IRU�WKH�SHULRGV�LQGLFDWHG��

)LVFDO�<HDUV�(QGHG
6HSWHPEHU�������� 6HSWHPEHU��������

����ZHHNV� ����ZHHNV� &KDQJH
� � � � � �

1HW�VDOHV� � ��������� ������ � ��������� ������ � ������� �����
&RVW�RI�JRRGV�VROG� ��������� ����� ��������� ����� ������� �����
*URVV�SURILW� ��������� ����� ��������� ����� ������� ����

2SHUDWLQJ�H[SHQVHV� ������� ����� ������� ����� ������ ����
,QFRPH�IURP�RSHUDWLRQV� ������� ����� ������� ����� ������ �����
7RWDO�RWKHU�LQFRPH��H[SHQVH� �������� ������ �������� ������ ������� �����
,QFRPH�EHIRUH�SURYLVLRQ�IRU�LQFRPH� ������� ����� ������� ����� ������ �����

3URYLVLRQ�IRU�LQFRPH�WD[HV� ������ ���� ������� ���� �������� �������
1HW�LQFRPH� � ������� ����� � ������� ���� � ������ �����

Net Sales

1HW�VDOHV�LQFUHDVHG������� RU�DSSUR[LPDWHO\������� PLOOLRQ��IRU�WKH�ILVFDO�\HDU�HQGHG�������:H�HVWLPDWH�WKDW�WKLV�
LQFUHDVH�LQ�QHW�VDOHV�LV�FRPSULVHG�RI��L��DSSUR[LPDWHO\��������PLOOLRQ�RI�KLJKHU�VDOHV�YROXPH��H[FOXGLQJ�'(&2�DQG�$,6�
RSHUDWLRQV���LL��DSSUR[LPDWHO\��������PLOOLRQ�IURP�'(&2��ZKLFK�ZH�DFTXLUHG�LQ�-XO\��������LLL��DSSUR[LPDWHO\�������PLOOLRQ�
IURP�$,6��ZKLFK�ZH�DFTXLUHG�LQ�$SULO��������LY��DSSUR[LPDWHO\�������PLOOLRQ�GXH�WR�RQH�DGGLWLRQDO�VDOHV�GD\���Y��
DSSUR[LPDWHO\������PLOOLRQ�LQ�LPSURYHG�SULFLQJ��LQFOXVLYH�RI�FKDQJHV�LQ�FXVWRPHU�DQG�SURGXFW�PL[��GLVFRXQWLQJ�DQG�RWKHU�
LWHPV��DQG��YL��DSSUR[LPDWHO\������PLOOLRQ�IURP�IRUHLJQ�H[FKDQJH��

2I�WKH�DERYH��������PLOOLRQ�LQFUHDVH�LQ�QHW�VDOHV��VDOHV�WR�RXU�JRYHUQPHQW�DQG�QDWLRQDO�DFFRXQW�SURJUDPV��³/DUJH�
$FFRXQW�&XVWRPHUV´��LQFUHDVHG�E\�DSSUR[LPDWHO\�������PLOOLRQ�DQG�VDOHV�RWKHU�WKDQ�WR�RXU�/DUJH�$FFRXQW�&XVWRPHUV�
LQFUHDVHG�E\�DSSUR[LPDWHO\��������PLOOLRQ��ZKLFK�LQFOXGHV�WKH��������PLOOLRQ�DQG�������PLOOLRQ�RI�QHW�VDOHV�IURP�'(&2�DQG�
$,6��UHVSHFWLYHO\�

7KH�WDEOH�EHORZ�VKRZV�WKH�FKDQJH�LQ�RXU�ILVFDO�TXDUWHUO\�DQG�DQQXDO������DYHUDJH�GDLO\�VDOHV�E\�WRWDO�FRPSDQ\�DQG�
E\�FXVWRPHU�W\SH�FRPSDUHG�WR�WKH�VDPH�SHULRGV�LQ�WKH�SULRU�ILVFDO�\HDU�

$YHUDJH�'DLO\�6DOHV�3HUFHQWDJH�&KDQJH�
�XQDXGLWHG�

�����YV�������)LVFDO�3HULRG

7KLUWHHQ��
:HHN�3HULRG�
(QGHG�)LVFDO�

4�

7KLUWHHQ��
:HHN�3HULRG�
(QGHG�)LVFDO�

4��

7KLUWHHQ��
:HHN�3HULRG�
(QGHG�)LVFDO�

4�

7KLUWHHQ��
:HHN�3HULRG�
(QGHG�)LVFDO�

4�
)LVFDO�<HDU�
(QGHG  

��RI�7RWDO�
%XVLQHVV

    
7RWDO�&RPSDQ\ ����� ���� ����� ���� �����    
0DQXIDFWXULQJ�&XVWRPHUV��� ����� ���� ����� ����� �����  ���
1RQ�0DQXIDFWXULQJ�&XVWRPHUV��� ����� ���� ���� ���� ����  ���
BBBBBBBBBBBBBBBBBBBBBBBBBB

��� ([FOXGHV�8�.��RSHUDWLRQV�

:H�EHOLHYH�WKDW�RXU�DELOLW\�WR�WUDQVDFW�EXVLQHVV�ZLWK�RXU�FXVWRPHUV�WKURXJK�YDULRXV�HOHFWURQLF�SRUWDOV�DQG�GLUHFWO\�
WKURXJK�WKH�06&�ZHEVLWH�JLYHV�XV�D�FRPSHWLWLYH�DGYDQWDJH�RYHU�VPDOOHU�GLVWULEXWRUV��6DOHV�PDGH�WKURXJK�RXU�H&RPPHUFH�
SODWIRUPV��LQFOXGLQJ�VDOHV�PDGH�WKURXJK�(OHFWURQLF�'DWD�,QWHUFKDQJH��³(',´� V\VWHPV��90,�V\VWHPV��([WHQVLEOH�0DUNXS�
/DQJXDJH��³;0/´��RUGHULQJ�EDVHG�V\VWHPV��YHQGLQJ��KRVWHG�V\VWHPV�DQG�RWKHU�HOHFWURQLF SRUWDOV��UHSUHVHQWHG�������RI�



��

FRQVROLGDWHG�QHW�VDOHV�LQ�ILVFDO������DQG�ILVFDO������ 7KHVH�SHUFHQWDJHV�RI�FRQVROLGDWHG�QHW�VDOHV�GR�QRW�LQFOXGH�H&RPPHUFH�
VDOHV�IURP�WKH�UHFHQW�DFTXLVLWLRQV�RI�'(&2�DQG�$,6�

Gross Profit

*URVV�SURILW�PDUJLQ�ZDV������ LQ ILVFDO����� DV�FRPSDUHG�WR������ LQ�ILVFDO�������7KH�GHFOLQH�ZDV�H[FOXVLYHO\�
DWWULEXWDEOH�WR�WKH�'(&2�EXVLQHVV�DFTXLUHG�LQ�WKH�ILVFDO�IRXUWK�TXDUWHU�RI������DQG�WKH�$,6�EXVLQHVV�DFTXLUHG�LQ�WKH�ILVFDO�
WKLUG�TXDUWHU�RI������

Operating Expenses

2SHUDWLQJ�H[SHQVHV�LQFUHDVHG������WR������� PLOOLRQ�LQ�ILVFDO�������DV�FRPSDUHG�WR������� PLOOLRQ�LQ�ILVFDO�������
2SHUDWLQJ�H[SHQVHV�ZHUH�������RI�QHW�VDOHV�IRU�ILVFDO�������FRPSDUHG�WR�������RI�QHW�VDOHV�IRU�ILVFDO�������ZLWK�SURGXFWLYLW\
DQG�OHYHUDJH�FRQWULEXWLQJ�WR�WKLV�IDYRUDEOH�RXWFRPH��7KH�LQFUHDVH�LQ�RSHUDWLQJ�H[SHQVHV�ZDV�SULPDULO\�DWWULEXWDEOH�WR�YROXPH�
UHODWHG�YDULDEOH�FRVWV��VXFK�DV�DQ�LQFUHDVH�LQ�SD\UROO�DQG�SD\UROO�UHODWHG�FRVWV�DQG�IUHLJKW�FRVWV��2SHUDWLQJ�H[SHQVHV�DOVR�
LQFUHDVHG�GXH�WR�WKH�DFTXLVLWLRQV RI�'(&2�LQ�RXU�IRXUWK�TXDUWHU�RI�ILVFDO������DQG�$,6�LQ�RXU�WKLUG�TXDUWHU�RI�ILVFDO��������
'(&2�DQG�$,6�RSHUDWLQJ�H[SHQVHV��LQFOXGLQJ�QRQ�UHFXUULQJ�DFTXLVLWLRQ�DQG�LQWHJUDWLRQ�FRVWV��DFFRXQWHG�IRU�DSSUR[LPDWHO\�
����� PLOOLRQ�DQG������PLOOLRQ��UHVSHFWLYHO\��RI�WRWDO�RSHUDWLQJ�H[SHQVHV�LQ�ILVFDO������

3D\UROO�DQG�SD\UROO�UHODWHG�FRVWV�ZHUH�DSSUR[LPDWHO\�������RI�WRWDO�RSHUDWLQJ�H[SHQVHV�IRU�ILVFDO�������DV�FRPSDUHG�
WR�DSSUR[LPDWHO\�������IRU�ILVFDO�������,QFOXGHG�LQ�SD\UROO�DQG�SD\UROO�UHODWHG�FRVWV�DUH�VDODU\��LQFHQWLYH�FRPSHQVDWLRQ��
VDOHV�FRPPLVVLRQ��DQG�IULQJH�EHQHILW�FRVWV��0XFK�RI�WKH�LQFUHDVH�LQ�GROODUV�LV�DWWULEXWDEOH�WR�DQ�LQFUHDVH�LQ�RXU�VDODU\�
H[SHQVHV��SULPDULO\�UHODWHG�WR�DQQXDO�PHULW�LQFUHDVHV DQG�LQFUHDVHG�IULQJH�FRVWV�DVVRFLDWHG�ZLWK�KLJKHU�PHGLFDO�FRVWV� $OVR�
FRQWULEXWLQJ�WR�WKH�LQFUHDVH�LQ�SD\UROO�DQG�SD\UROO�UHODWHG�FRVWV�ZHUH�LQFUHDVHG�FRVWV�DVVRFLDWHG�ZLWK�WKH�DFTXLUHG�'(&2�DQG�
$,6�RSHUDWLRQV�

)UHLJKW�H[SHQVH�ZDV�DSSUR[LPDWHO\������� PLOOLRQ�IRU�ILVFDO�������DV�FRPSDUHG�WR��������PLOOLRQ�IRU�ILVFDO�������
7KH�SULPDU\�GULYHU�RI�WKLV�ZDV�LQFUHDVHG�VDOHV��

Income from Operations

,QFRPH�IURP�RSHUDWLRQV LQFUHDVHG ����� WR ������ PLOOLRQ�LQ�ILVFDO�������DV�FRPSDUHG�WR ������ PLOOLRQ�LQ�ILVFDO�
������7KLV�ZDV�SULPDULO\�DWWULEXWDEOH�WR�WKH�LQFUHDVH�LQ�QHW�VDOHV�DQG�JURVV�SURILW��RIIVHW�LQ�SDUW�E\�WKH�LQFUHDVHV�LQ�RSHUDWLQJ�
H[SHQVHV�DV�GHVFULEHG�DERYH��,QFRPH�IURP�RSHUDWLRQV�DV�D�SHUFHQWDJH�RI�QHW�VDOHV�UHPDLQHG�IODW�DW�������LQ�ILVFDO������DV�
FRPSDUHG�WR�ILVFDO������

Total Other Income (Expense)

7KH�LQFUHDVH�LQ�WRWDO�RWKHU�H[SHQVH�LQ�ILVFDO����� FRPSDUHG�WR�ILVFDO����� ZDV�SULPDULO\�GULYHQ�E\�KLJKHU�LQWHUHVW�
UDWHV�RQ�RXU�UHYROYLQJ�FUHGLW�IDFLOLW\��ZKLFK�LV�YDULDEOH�UDWH�GHEW���:H�LQFUHDVHG�WKH�SURSRUWLRQ�RI�IL[HG�UDWH�GHEW�WR�FRXQWHUDFW�
DQ�H[SHFWDWLRQ�RI�WKH�ULVLQJ�LQWHUHVW�UDWH�HQYLURQPHQW�

Provision for Income Taxes

2XU�HIIHFWLYH�WD[�UDWH�IRU�ILVFDO����� ZDV������ DV�FRPSDUHG�WR�������LQ�ILVFDO�������7KH�GHFUHDVH�LQ�WKH�HIIHFWLYH�
WD[�UDWH�LV�SULPDULO\�GXH�WR�WKH�GHFUHDVH�LQ�WKH�8�6��FRUSRUDWH�WD[�UDWH�IURP�����WR�������'XULQJ�ILVFDO�������WKH�&RPSDQ\�
UHFRUGHG�D�QHW�WD[�EHQHILW�RI�������PLOOLRQ�GXH�WR�WKH�UHYDOXDWLRQ�RI�LWV�QHW�GHIHUUHG�WD[�OLDELOLWLHV�SULPDULO\�UHODWHG�WR�WKH�
ORZHU�IHGHUDO�FRUSRUDWH�WD[�UDWH��SDUWLDOO\�RIIVHW�E\�WKH�ORZHU�IHGHUDO�EHQHILW�IRU�VWDWH�WD[HV�DQG�WKH�FKDQJH�IURP�D�ZRUOGZLGH�
WD[�V\VWHP�WR�D�WHUULWRULDO�WD[�V\VWHP��:H�H[SHFW�RXU�LQFRPH�WD[�UDWH�IRU�ILVFDO������WR�EH�LQ�WKH�UDQJH�RI�������DQG��������
ZKLFK�DVVXPHV�QR�VLJQLILFDQW�H[FHVV�WD[�EHQHILWV�RU�H[SHQVHV�UHFRJQL]HG��6HH�1RWH���³,QFRPH�7D[HV´�LQ�WKH�1RWHV�WR�WKH�
&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�IRU�IXUWKHU�GLVFXVVLRQ�

Net Income

7KH�IDFWRUV ZKLFK�DIIHFWHG�QHW�LQFRPH�IRU�ILVFDO����� DV�FRPSDUHG�WR�WKH�SULRU�SHULRG�KDYH�EHHQ�GLVFXVVHG�DERYH��



��

)LVFDO�<HDU�(QGHG�6HSWHPEHU�������� &RPSDUHG�WR�WKH�)LVFDO�<HDU�(QGHG�6HSWHPEHU��������

7KH�WDEOH�EHORZ�VXPPDUL]HV�WKH�&RPSDQ\¶V�UHVXOWV�RI�RSHUDWLRQV�ERWK�LQ�GROODUV��LQ�WKRXVDQGV��DQG�DV�D�SHUFHQWDJH�
RI�QHW�VDOHV�IRU�WKH�SHULRGV�LQGLFDWHG��

)LVFDO�<HDUV�(QGHG
6HSWHPEHU�������� 6HSWHPEHU��������

����ZHHNV� ����ZHHNV� &KDQJH
� � � � � �

1HW�VDOHV� � ��������� ������ � ��������� ������ � ������ ����
&RVW�RI�JRRGV�VROG� ��������� ����� ��������� ����� ������ ����
*URVV�SURILW� ��������� ����� ��������� ����� ������� ������

2SHUDWLQJ�H[SHQVHV� ������� ����� ������� ����� ������� ������
,QFRPH�IURP�RSHUDWLRQV� ������� ����� ������� ����� ����� ����
7RWDO�RWKHU�LQFRPH��H[SHQVH� �������� ������ ������� ������ ������� ������
,QFRPH�EHIRUH�SURYLVLRQ�IRU�LQFRPH� ������� ����� ������� ����� ������� ������

3URYLVLRQ�IRU�LQFRPH�WD[HV� ������� ���� ������� ���� ������� ������
1HW�LQFRPH� � ������� ���� � ������� ���� � ��� ����

Net Sales

1HW�VDOHV�LQFUHDVHG������RU�DSSUR[LPDWHO\������ PLOOLRQ��IRU�WKH�ILVFDO�\HDU�HQGHG�������:H�HVWLPDWH�WKDW�WKLV�
LQFUHDVH�LQ�QHW�VDOHV�LV�FRPSULVHG�RI��L��DSSUR[LPDWHO\������� PLOOLRQ�RI�KLJKHU�VDOHV�YROXPH��DQG��LL��DSSUR[LPDWHO\�
����� PLOOLRQ�IURP�'(&2�RSHUDWLRQV��ZKLFK�ZH�DFTXLUHG�LQ�-XO\�������SDUWLDOO\�RIIVHW�E\��LLL��DSSUR[LPDWHO\������ PLOOLRQ�LQ�
ORZHU�VDOHV�DWWULEXWDEOH�WR�VL[�IHZHU�GD\V�RI�VDOHV�LQ�ILVFDO������DV�FRPSDUHG�WR�ILVFDO��������LY��DSSUR[LPDWHO\������ PLOOLRQ�
LQ�UHGXFWLRQV�IURP�SULFLQJ��UHVXOWLQJ�IURP�FKDQJHV�LQ�FXVWRPHU�DQG�SURGXFW�PL[��GLVFRXQWLQJ�DQG�RWKHU�LWHPV��DQG��Y��
DSSUR[LPDWHO\����� PLOOLRQ�IURP�DQ�XQIDYRUDEOH�IRUHLJQ�H[FKDQJH�LPSDFW���2I�WKH�WRWDO�LQFUHDVH�LQ�QHW�VDOHV� VDOHV WR�RXU�
/DUJH�$FFRXQW�&XVWRPHUV�LQFUHDVHG�E\�DSSUR[LPDWHO\ ����� PLOOLRQ DQG�VDOHV�RWKHU�WKDQ�WR�RXU�/DUJH�$FFRXQW�
&XVWRPHUV GHFUHDVHG�E\�DSSUR[LPDWHO\ ���� PLOOLRQ�

7KH�WDEOH�EHORZ�VKRZV�WKH�FKDQJH�LQ�RXU�ILVFDO�TXDUWHUO\�DQG�DQQXDO������DYHUDJH�GDLO\�VDOHV�E\�WRWDO�FRPSDQ\�DQG�
E\�FXVWRPHU�W\SH�FRPSDUHG�WR�WKH�VDPH�SHULRGV�LQ�WKH�SULRU�ILVFDO�\HDU�

$YHUDJH�'DLO\�6DOHV�3HUFHQWDJH�&KDQJH�
�XQDXGLWHG�

�����YV�������)LVFDO�3HULRG

7KLUWHHQ��
:HHN�3HULRG�
(QGHG�)LVFDO�

4�

7KLUWHHQ��
:HHN�3HULRG�
(QGHG�)LVFDO�

4��

7KLUWHHQ��
:HHN�3HULRG�
(QGHG�)LVFDO�

4�

7KLUWHHQ��
:HHN�3HULRG�
(QGHG�)LVFDO�

4�
)LVFDO�<HDU�
(QGHG  

��RI�7RWDO�
%XVLQHVV

    
7RWDO�&RPSDQ\ ������ ���� ���� ���� ����    
0DQXIDFWXULQJ�&XVWRPHUV��� ������ ���� ���� ���� ����  ���
1RQ�0DQXIDFWXULQJ�&XVWRPHUV��� ���� ���� ���� ����� ����  ���
BBBBBBBBBBBBBBBBBBBBBBBBBB

��� ([FOXGHV�8�.��RSHUDWLRQV�

:H�EHOLHYH�WKDW�RXU�DELOLW\�WR�WUDQVDFW�EXVLQHVV�ZLWK�RXU�FXVWRPHUV�WKURXJK�YDULRXV�HOHFWURQLF�SRUWDOV�DQG�GLUHFWO\�
WKURXJK�WKH�06&�ZHEVLWH�JLYHV�XV�D�FRPSHWLWLYH�DGYDQWDJH�RYHU�VPDOOHU�VXSSOLHUV��6DOHV�PDGH�WKURXJK�RXU�H&RPPHUFH�
SODWIRUPV��LQFOXGLQJ�VDOHV�PDGH�WKURXJK�(', V\VWHPV��90,�V\VWHPV��;0/�RUGHULQJ�EDVHG�V\VWHPV��YHQGLQJ�PDFKLQH�
V\VWHPV��KRVWHG�V\VWHPV�DQG�RWKHU�HOHFWURQLF�SRUWDOV��UHSUHVHQWHG�������RI�FRQVROLGDWHG�QHW�VDOHV�LQ�ILVFDO������FRPSDUHG�
WR ����� RI�FRQVROLGDWHG QHW�VDOHV�LQ�ILVFDO������ 7KLV�LQFUHDVH�ZDV SULPDULO\�DVVRFLDWHG�ZLWK WKH�06&�ZHEVLWH�DQG�YHQGLQJ�
PDFKLQH�V\VWHPV�



��

Gross Profit

*URVV�SURILW�PDUJLQ�ZDV�������LQ�ILVFDO������DV�FRPSDUHG�WR�������LQ�ILVFDO�������7KH�GHFOLQH�ZDV�SULPDULO\�D�
UHVXOW�RI�FKDQJHV�LQ SULFLQJ�DQG�FXVWRPHU�DQG�SURGXFW�PL[��:H�H[SHULHQFHG�JURZWK�LQ ERWK RXU�YHQGLQJ SURJUDP DQG�/DUJH�
$FFRXQW�&XVWRPHU�VDOHV��ZKLFK�DUH�W\SLFDOO\�WUDQVDFWHG�DW�ORZHU�JURVV�PDUJLQV�

Operating Expenses

2SHUDWLQJ�H[SHQVHV�GHFUHDVHG������WR������� PLOOLRQ�LQ�ILVFDO�������DV�FRPSDUHG�WR������� PLOOLRQ�LQ�ILVFDO�������
$IWHU�UHPRYLQJ�WKH�LPSDFW�IURP�WKH���UG ZHHN��RSHUDWLQJ�H[SHQVHV�DUH�VOLJKWO\�KLJKHU�WKDQ�WKH�SULRU�\HDU�GXH�WR�YROXPH�
UHODWHG�H[SHQVHV��SULPDULO\�SD\UROO�DQG�SD\UROO�UHODWHG�FRVWV��7KLV�ZDV�RIIVHW�E\�WKH�GHFUHDVH�LQ�GHSUHFLDWLRQ�DQG�DPRUWL]DWLRQ�
DV�D�UHVXOW�RI�FHUWDLQ�LQWDQJLEOH�DVVHWV�DFTXLUHG�IURP�RXU�ILVFDO������-	/�DFTXLVLWLRQ�EHFRPLQJ�IXOO\�DPRUWL]HG�GXULQJ�WKH�
VHFRQG�KDOI�RI�ILVFDO�������2SHUDWLQJ�H[SHQVHV�UHSUHVHQWHG�DSSUR[LPDWHO\�������RI�QHW�VDOHV�LQ�ILVFDO�������DV�FRPSDUHG�WR�
DSSUR[LPDWHO\�������LQ�ILVFDO������

3D\UROO�DQG�SD\UROO�UHODWHG�FRVWV�UHSUHVHQWHG�DSSUR[LPDWHO\�������RI�WRWDO�RSHUDWLQJ�H[SHQVHV�LQ�ILVFDO�������DV�
FRPSDUHG�WR�DSSUR[LPDWHO\������ LQ�ILVFDO�������6DODULHV��FRPPLVVLRQV��DQG�WKH�LQFHQWLYH�FRPSHQVDWLRQ�DFFUXDO�DOO�
LQFUHDVHG�LQ�ILVFDO������DV�FRPSDUHG�WR�ILVFDO�������ZLWK�PXFK�RI�WKH�LQFUHDVH�DWWULEXWDEOH�WR�WKH�LQFHQWLYH�FRPSHQVDWLRQ�
DFFUXDO��7KLV�LQFUHDVH�ZDV�SDUWLDOO\�RIIVHW�E\ ORZHU�IULQJH�EHQHILW�FRVWV� $V�D�UHVXOW�RI�WUDQVLWLRQLQJ�IURP�D�VHOI�LQVXUHG�SODQ�
WR�D�IXOO\�LQVXUHG�SULYDWH�KHDOWKFDUH�H[FKDQJH�GXULQJ�WKH�VHFRQG�TXDUWHU�RI�ILVFDO�������ZH�H[SHULHQFHG�ODUJH�FODLPV�DQG�
LQFUHDVHG�FRVWV�LQ�WKH ILUVW�KDOI�RI�ILVFDO������DV�FRPSDUHG�WR�WKH�FRPSDUDEOH�SHULRG�LQ�ILVFDO������

Income from Operations

,QFRPH�IURP�RSHUDWLRQV�LQFUHDVHG������WR������� PLOOLRQ�LQ�ILVFDO�������DV�FRPSDUHG�WR������� PLOOLRQ�LQ�ILVFDO�
������GHVSLWH�KDYLQJ�D���UG�ZHHN�LQ�ILVFDO�������7KLV�LQFUHDVH�ZDV�GXH�WR�RYHUDOO�ORZHU�RSHUDWLQJ�H[SHQVHV�LQ�ILVFDO�������
,QFRPH�IURP�RSHUDWLRQV�DV�D�SHUFHQWDJH�RI�QHW�VDOHV�UHPDLQHG�XQFKDQJHG�DW�������LQ�ILVFDO������DV�FRPSDUHG�WR�ILVFDO�������

Total Other Income (Expense)

7KH�LQFUHDVH�LQ�WRWDO�RWKHU�H[SHQVH�LQ�ILVFDO������FRPSDUHG�WR�ILVFDO������ZDV�SULPDULO\�GXH�WR�DQ�LQFUHDVH�LQ�
LQWHUHVW�H[SHQVH�UHODWHG�WR WKH�3ULYDWH�3ODFHPHQW�'HEW��DV�GHILQHG�EHORZ��WKDW�ZDV�HQWHUHG�LQWR�LQ -XO\������LQ�FRQQHFWLRQ�
ZLWK�RXU�$XJXVW������VHOI�WHQGHU�RIIHU�DQG�UHODWHG�VWRFN�SXUFKDVH�

Provision for Income Taxes

2XU�ILVFDO������HIIHFWLYH�WD[�UDWH�ZDV�������DV�FRPSDUHG�WR�������LQ�ILVFDO������ 7KH�GHFUHDVH�LQ�WKH�HIIHFWLYH�WD[�
UDWH�LV�SULPDULO\�GXH�WR�WKH�DGRSWLRQ�RI�$68���������LQ�WKH�VHFRQG�TXDUWHU�RI�ILVFDO�������ZKLFK�UHTXLUHV�H[FHVV�WD[�EHQHILWV�
DQG�GHILFLHQFLHV�UHVXOWLQJ�IURP�WKH�YHVWLQJ�DQG�H[HUFLVHV�RI�VWRFN�EDVHG�FRPSHQVDWLRQ�DZDUGV�WR�EH�UHFRJQL]HG�LQ�WKH�LQFRPH�
VWDWHPHQW���'XULQJ�ILVFDO����������� PLOOLRQ�RI�QHW�H[FHVV�WD[�EHQHILWV�ZHUH�UHFRJQL]HG�DV�D�UHGXFWLRQ�RI�LQFRPH�WD[�H[SHQVH���
,Q�DGGLWLRQ��ZH�DSSOLHG�D�UHVHDUFK�DQG�GHYHORSPHQW�WD[�FUHGLW�LQ�WKH�DPRXQW�RI����� PLOOLRQ�UHVXOWLQJ IURP�D�VWXG\�FRPSOHWHG�
GXULQJ�WKH�WKLUG�TXDUWHU�RI�ILVFDO��������7KHVH�LWHPV�LQ�WRWDO�UHGXFHG�WKH�HIIHFWLYH�LQFRPH�WD[�UDWH�IRU�ILVFDO������E\�
DSSUR[LPDWHO\�����EDVLV�SRLQWV���

Net Income

7KH�IDFWRUV ZKLFK�DIIHFWHG�QHW�LQFRPH�IRU�ILVFDO������DV�FRPSDUHG WR�WKH�SULRU�SHULRG�KDYH�EHHQ�GLVFXVVHG�DERYH�

/LTXLGLW\�DQG�&DSLWDO�5HVRXUFHV
�$PRXQWV�LQ�WKRXVDQGV�

6HSWHPEHU��� 6HSWHPEHU���

 ���� ����  ��&KDQJH
7RWDO�GHEW � �������  � �������  � �����
/HVV��&DVK�DQG�FDVK�HTXLYDOHQWV �������� �������� ��������
����1HW�GHEW  � �������  � �������  � ��������
(TXLW\  � ���������  � ���������  � �������

$V�RI�6HSWHPEHU����������ZH�KHOG������ PLOOLRQ�LQ�FDVK��VXEVWDQWLDOO\�DOO�ZLWK�ZHOO�NQRZQ�ILQDQFLDO�LQVWLWXWLRQV��
+LVWRULFDOO\��RXU�SULPDU\�FDSLWDO�QHHGV�KDYH�EHHQ�WR�IXQG�RXU�ZRUNLQJ�FDSLWDO�UHTXLUHPHQWV�QHFHVVLWDWHG�E\�RXU�VDOHV�JURZWK�



��

DQG�WKH�FRVWV�RI�DFTXLVLWLRQV��QHZ�SURGXFWV��QHZ�IDFLOLWLHV��IDFLOLW\�H[SDQVLRQV��LQYHVWPHQWV�LQ�YHQGLQJ�VROXWLRQV��WHFKQRORJ\�
LQYHVWPHQWV��DQG�SURGXFWLYLW\�LQYHVWPHQWV��&DVK�JHQHUDWHG�IURP�RSHUDWLRQV��WRJHWKHU�ZLWK�ERUURZLQJV�XQGHU RXU�FUHGLW�
IDFLOLWLHV��3ULYDWH�3ODFHPHQW�'HEW��DQG�6KHOI�)DFLOLWLHV��DV�GHILQHG�EHORZ���KDYH�EHHQ�XVHG�WR�IXQG�WKHVH�QHHGV��WR�UHSXUFKDVH�
VKDUHV�RI�RXU�&ODVV�$�FRPPRQ�VWRFN��DQG�WR�SD\�GLYLGHQGV��$W�6HSWHPEHU����������WRWDO�ERUURZLQJV�RXWVWDQGLQJ��UHSUHVHQWLQJ�
DPRXQWV�GXH�XQGHU�WKH�&UHGLW�)DFLOLW\��DV�GHILQHG�EHORZ���3ULYDWH�3ODFHPHQW�'HEW�DQG�6KHOI�)DFLOLWLHV��DV�ZHOO�DV�DOO�FDSLWDO
OHDVHV�DQG�ILQDQFLQJ�DUUDQJHPHQWV��ZHUH�DSSUR[LPDWHO\������� PLOOLRQ��QHW�RI�XQDPRUWL]HG�GHEW�LVVXDQFH�FRVWV�RI�
���� PLOOLRQ���$W�6HSWHPEHU ���������WRWDO�ERUURZLQJV�RXWVWDQGLQJ��UHSUHVHQWLQJ�DPRXQWV�GXH�XQGHU�WKH�&UHGLW�)DFLOLW\�DQG�
3ULYDWH�3ODFHPHQW�'HEW��DV�ZHOO�DV�DOO�FDSLWDO�OHDVHV�DQG�ILQDQFLQJ�DUUDQJHPHQWV��ZHUH�DSSUR[LPDWHO\������� PLOOLRQ��QHW�RI�
XQDPRUWL]HG�GHEW�LVVXDQFH�FRVWV�RI����� PLOOLRQ��:H�EHOLHYH��EDVHG�RQ�RXU�FXUUHQW�EXVLQHVV�SODQ��WKDW�RXU�H[LVWLQJ�FDVK��IXQGV�
DYDLODEOH�XQGHU�RXU�&UHGLW�)DFLOLW\��DQG�FDVK�IORZ�IURP�RSHUDWLRQV�ZLOO�EH�VXIILFLHQW�WR�IXQG�RXU�SODQQHG�FDSLWDO�H[SHQGLWXUHV�
DQG�RSHUDWLQJ�FDVK�UHTXLUHPHQWV�IRU�DW�OHDVW�WKH�QH[W��� PRQWKV�

7KH�WDEOH�EHORZ�VXPPDUL]HV�LQIRUPDWLRQ�UHJDUGLQJ�WKH�&RPSDQ\¶V�FDVK�IORZV��
)LVFDO�<HDUV�(QGHG

6HSWHPEHU��� 6HSWHPEHU��� 6HSWHPEHU���
���� ���� ����

�$PRXQWV�LQ�WKRXVDQGV�
1HW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV� � ������� � ������� � �������
1HW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV� � ��������� � �������� � ��������
1HW�FDVK�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV� � ��������� � ��������� � ���������
(IIHFW�RI�IRUHLJQ�H[FKDQJH�UDWH�FKDQJHV�RQ�FDVK�DQG�FDVK�
HTXLYDOHQWV � ���� � ��� � �����

1HW�LQFUHDVH��GHFUHDVH��LQ�FDVK�DQG�FDVK�HTXLYDOHQWV� � ������ � �������� � ������

Operating Activities

1HW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�IRU�WKH�ILVFDO�\HDUV�HQGHG�6HSWHPEHU�������� DQG�6HSWHPEHU�������� ZDV�
������ PLOOLRQ�DQG������� PLOOLRQ��UHVSHFWLYHO\��7KHUH�DUH�YDULRXV�LQFUHDVHV�DQG�GHFUHDVHV�FRQWULEXWLQJ�WR�WKLV�FKDQJH��$Q�
LQFUHDVH�LQ�QHW�LQFRPH��H[FOXGLQJ�WKH�LQFRPH�WD[�EHQHILW�UHFRJQL]HG�IURP�WKH�UHYDOXDWLRQ�RI�QHW�GHIHUUHG�WD[�OLDELOLWLHV�DV�RI
WKH�HQDFWPHQW�GDWH�RI�WKH�7&-$��SULPDULO\�FRQWULEXWHG�WR�WKH�LQFUHDVH�LQ�QHW�FDVK�SURYLGHG�E\�RSHUDWLQJ DFWLYLWLHV��,Q�DGGLWLRQ��
D�VPDOOHU�LQFUHDVH�LQ�WKH�FKDQJH�LQ�DFFRXQWV�UHFHLYDEOH�DQG�D�JUHDWHU�LQFUHDVH�LQ�WKH�FKDQJH�LQ�DFFRXQWV�SD\DEOH�DQG�DFFUXHG�
OLDELOLWLHV�FRQWULEXWHG�WR�WKH�RYHUDOO�LQFUHDVH�LQ�QHW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�

1HW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�IRU�WKH�ILVFDO�\HDUV�HQGHG�6HSWHPEHU ��������DQG�6HSWHPEHU ��������ZDV�
������ PLOOLRQ�DQG������� PLOOLRQ��UHVSHFWLYHO\��7KHUH�DUH�YDULRXV�LQFUHDVHV�DQG�GHFUHDVHV�FRQWULEXWLQJ�WR�WKLV�FKDQJH��
,QFUHDVHV�LQ�LQYHQWRULHV DQG�DFFRXQWV�UHFHLYDEOH��UHVXOWLQJ�IURP LQFUHDVHG�VDOHV�YROXPH��FRQWULEXWHG�WR�PXFK�RI�WKH�GHFUHDVH�
LQ�QHW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV�

)LVFDO�<HDUV�(QGHG
6HSWHPEHU��� 6HSWHPEHU��� 6HSWHPEHU���

���� ���� ����

�'ROODUV�LQ�WKRXVDQGV�
:RUNLQJ�&DSLWDO � ������� � ������� � �������
&XUUHQW�5DWLR ��� ��� ���

'D\V�6DOHV�2XWVWDQGLQJ��H[FOXGLQJ�'(&2�DQG�$,6� ���� ���� ����
,QYHQWRU\�7XUQRYHU��H[FOXGLQJ�'(&2�DQG�$,6� ��� ��� ���

7KH�LQFUHDVH�LQ�ZRUNLQJ�FDSLWDO�DQG�WKH�FXUUHQW�UDWLR�DW�6HSWHPEHU�������� FRPSDUHG�WR�6HSWHPEHU�������� LV�
SULPDULO\ UHODWHG�WR�WKH�LQFUHDVH�LQ�ERWK�RXU�LQYHQWRU\�DQG�DFFRXQWV�UHFHLYDEOH�EDODQFHV�UHVXOWLQJ�IURP�LQFUHDVHG�VDOHV�DV�ZHOO�
DV�D�UHGXFWLRQ�LQ�RXU�FXUUHQW�GHEW�DV�D�ODUJHU�SRUWLRQ�RI�RXU�GHEW�LV�DW�D�IL[HG�UDWH�ZLWK�D�ORQJHU�WHUP���7KH�GHFUHDVH�LQ�ZRUNLQJ�
FDSLWDO�DQG�WKH�FXUUHQW�UDWLR�DW�6HSWHPEHU�������� FRPSDUHG�WR�6HSWHPEHU�������� LV UHODWHG�WR�WKH DGRSWLRQ�RI�$68����������
%DODQFH�6KHHW�&ODVVLILFDWLRQ�RI�'HIHUUHG�7D[HV��ZKLFK�UHVXOWHG�LQ�D�UHFODVVLILFDWLRQ�RI������ PLOOLRQ�IURP�FXUUHQW�GHIHUUHG�
LQFRPH�WD[�DVVHWV�WR�ORQJ�WHUP�OLDELOLWLHV�GXULQJ�WKH�ILUVW�TXDUWHU�RI�ILVFDO��������6HH�1RWH � ³%XVLQHVV�DQG�6XPPDU\�RI
6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV´�LQ�WKH�1RWHV�WR�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�IRU�PRUH�LQIRUPDWLRQ�DERXW�WKLV�$68�
DGRSWLRQ�

7KH�LQFUHDVH�LQ�GD\V�VDOHV�RXWVWDQGLQJ��³'62´��LV�SULPDULO\�GXH�WR�D�UHFHLYDEOHV�SRUWIROLR�FRQVLVWLQJ�RI�D�JUHDWHU�
SHUFHQWDJH�RI�/DUJH�$FFRXQW�&XVWRPHU�VDOHV��ZKLFK�DUH�W\SLFDOO\�DW�ORQJHU�WHUPV���,QYHQWRU\�WXUQV��FDOFXODWHG�XVLQJ�D����
SRLQW�DYHUDJH�LQYHQWRU\�EDODQFH��UHPDLQHG�IODW�LQ�ILVFDO������DV�FRPSDUHG�WR�WKH�SULRU�\HDU�



��

Investing Activities

1HW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV�IRU�WKH�ILVFDO�\HDUV�HQGHG�6HSWHPEHU�������� DQG�6HSWHPEHU�������� ZDV�
������ PLOOLRQ�DQG������ PLOOLRQ��UHVSHFWLYHO\��7KH�XVH�RI�FDVK�IRU�ILVFDO������ZDV�SULPDULO\�UHODWHG�WR�WKH�$,6�DFTXLVLWLRQ���
7KH�UHPDLQGHU�RI�WKH�XVH�RI�FDVK�IRU�LQYHVWLQJ�DFWLYLWLHV�FRQVLVWHG�RI�H[SHQGLWXUHV�IRU�SURSHUW\��SODQW��DQG�HTXLSPHQW� 7KH�XVH�
RI�FDVK�IRU�ILVFDO������ZDV�DWWULEXWDEOH�WR�H[SHQGLWXUHV�IRU�SURSHUW\��SODQW��DQG�HTXLSPHQW� DV�ZHOO�DV�WKH�DFTXLVLWLRQ�RI�
'(&2�

1HW�FDVK�XVHG�LQ�LQYHVWLQJ�DFWLYLWLHV�IRU WKH�ILVFDO�\HDUV�HQGHG�6HSWHPEHU ��������DQG�6HSWHPEHU ��������ZDV�
����� PLOOLRQ�DQG������ PLOOLRQ��UHVSHFWLYHO\��7KH�XVH�RI�FDVK�IRU�ILVFDO������LV�DWWULEXWDEOH�WR�H[SHQGLWXUHV�IRU�SURSHUW\��
SODQW��DQG�HTXLSPHQW��DV�ZHOO�DV�WKH�DFTXLVLWLRQ�RI�'(&2���7KH�XVH�RI�FDVK�IRU�ILVFDO������LV�DWWULEXWDEOH�WR�H[SHQGLWXUHV�IRU�
SURSHUW\��SODQW��DQG�HTXLSPHQW��DV�ZHOO�DV�WKH�SXUFKDVH�RI�WKH�$WODQWD�FXVWRPHU�IXOILOOPHQW�FHQWHU��³$WODQWD�&)&´��DQG�WKH�
UHDO�SURSHUW\�RQ�ZKLFK�WKH�$WODQWD�&)&�LV�VLWXDWHG��

Financing Activities

1HW�FDVK�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV�IRU�WKH�ILVFDO�\HDUV�HQGHG�6HSWHPEHU�������� DQG�6HSWHPEHU�������� ZDV�
������ PLOOLRQ�DQG������� PLOOLRQ��UHVSHFWLYHO\��7KH�PDMRU�FRPSRQHQWV�FRQWULEXWLQJ�WR�WKH�XVH�RI�FDVK�IRU�ILVFDO����� ZHUH�
GLYLGHQGV�SDLG�RI��������PLOOLRQ�DQG�WKH�UHSXUFKDVH�RI�RXU�FRPPRQ�VWRFN�RI�������PLOOLRQ��7KLV�ZDV�SDUWLDOO\�RIIVHW�E\�
SURFHHGV�IURP�WKH�H[HUFLVH�RI�FRPPRQ�VWRFN�RSWLRQV�RI�������PLOOLRQ��7KH�PDMRU�FRPSRQHQWV�FRQWULEXWLQJ�WR�WKH�XVH�RI�FDVK�
IRU�ILVFDO������ZHUH�UHSD\PHQWV�RQ RXU�FUHGLW�IDFLOLWLHV RI ����� PLOOLRQ��QHW�RI�ERUURZLQJV� DQG FDVK�GLYLGHQGV�SDLG�
RI ������ PLOOLRQ��

1HW�FDVK�XVHG�LQ�ILQDQFLQJ�DFWLYLWLHV�IRU�WKH�ILVFDO�\HDUV�HQGHG�6HSWHPEHU ��������DQG�6HSWHPEHU ��������ZDV�
������ PLOOLRQ�DQG������� PLOOLRQ��UHVSHFWLYHO\��7KH�PDMRU�FRPSRQHQWV�FRQWULEXWLQJ�WR�WKH�XVH�RI�FDVK�IRU�ILVFDO������ZHUH�
UHSD\PHQWV�RQ RXU�FUHGLW�IDFLOLWLHV RI ����� PLOOLRQ��QHW�RI�ERUURZLQJV� DQG FDVK�GLYLGHQGV�SDLG�RI ������ PLOOLRQ��7KH�PDMRU�
FRPSRQHQWV�FRQWULEXWLQJ�WR�WKH�XVH�RI�FDVK�IRU�ILVFDO������ZHUH�UHSXUFKDVHV�RI�VKDUHV�RI�&ODVV�$�FRPPRQ�VWRFN�RI�
������ PLOOLRQ��PRVWO\�UHODWHG�WR�RXU�$XJXVW������VHOI�WHQGHU�RIIHU�DQG�UHODWHG�VWRFN�SXUFKDVH��UHSD\PHQWV�RQ�RXU�SUHYLRXV�
FUHGLW�IDFLOLW\�RI������� PLOOLRQ�UHODWHG�WR ERWK�WKH�UHYROYLQJ�ORDQ�IDFLOLW\�DQG�WHUP�ORDQ�IDFLOLW\��DQG�FDVK�GLYLGHQGV�SDLG�RI�
������ PLOOLRQ��7KLV�ZDV�SDUWLDOO\�RIIVHW�E\�ERUURZLQJV�XQGHU�WKH�&UHGLW�)DFLOLW\�DQG�3ULYDWH�3ODFHPHQW�'HEW�LQ�WKH�DPRXQWV�
RI������� PLOOLRQ�DQG������� PLOOLRQ��UHVSHFWLYHO\�

Long-term Debt 

&UHGLW�)DFLOLW\

,Q�$SULO�������WKH�&RPSDQ\�HQWHUHG�LQWR�D������� PLOOLRQ�FUHGLW�IDFLOLW\��WKH�³&UHGLW�)DFLOLW\´����6HH�1RWH���³'HEW�
DQG�&DSLWDO�/HDVH 2EOLJDWLRQV´ LQ�WKH�1RWHV�WR�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�IRU�PRUH�LQIRUPDWLRQ�DERXW WKH�&UHGLW�
)DFLOLW\� 7KH�&RPSDQ\�KDG�DGGLWLRQDO�SD\PHQWV�RI�������PLOOLRQ��QHW�RI�ERUURZLQJV�WKURXJK�2FWREHU����������UHVXOWLQJ�LQ�DQ�
XQXVHG�EDODQFH�RI������� PLOOLRQ�RI�WKH�&UHGLW�)DFLOLW\��7KH�XQXVHG�EDODQFH��ZKLFK�LV�UHGXFHG�E\�RXWVWDQGLQJ�OHWWHUV�RI�
FUHGLW��LV�DYDLODEOH�IRU�ZRUNLQJ�FDSLWDO�SXUSRVHV�LI�QHFHVVDU\��

3ULYDWH�3ODFHPHQW�'HEW�DQG�6KHOI�)DFLOLWLHV

,Q�-XO\������DQG�-XQH�������ZH�FRPSOHWHG�WKH�LVVXDQFH�DQG�VDOH�RI�XQVHFXUHG�VHQLRU�QRWHV��WKH�³3ULYDWH�3ODFHPHQW�
'HEW´����,Q�ILVFDO�������ZH�HQWHUHG�LQWR�WZR�1RWH�3XUFKDVH�DQG�3ULYDWH�6KHOI�$JUHHPHQWV��WKH�³6KHOI�)DFLOLWLHV´���6HH�1RWH���
³'HEW�DQG�&DSLWDO�/HDVH�2EOLJDWLRQV´�LQ�WKH�1RWHV�WR�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�IRU�PRUH�LQIRUPDWLRQ�DERXW�WKHVH�
WUDQVDFWLRQV�

Capital Lease and Financing Arrangements

)URP�WLPH�WR�WLPH��ZH�HQWHU�LQWR�FDSLWDO�OHDVHV�DQG�ILQDQFLQJ�DUUDQJHPHQWV��6HH�1RWH���³'HEW�DQG�&DSLWDO�/HDVH�
2EOLJDWLRQV´�LQ�WKH�1RWHV�WR�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�IRU�PRUH�LQIRUPDWLRQ�DERXW�RXU�FDSLWDO�OHDVH�DQG�
ILQDQFLQJ�DUUDQJHPHQWV��



��

Capital Expenditures

8SJUDGH�RI�&RUH�)LQDQFLDO�6\VWHPV

,Q�$SULO�������ZH�FRPSOHWHG�DQ�XSJUDGH�RI�RXU�FRUH�ILQDQFLDO�V\VWHPV��LQFOXGLQJ�WKH�UHFHLYDEOHV��SD\DEOHV��WUHDVXU\��
IL[HG�DVVHWV�DQG�JHQHUDO�OHGJHU��&DSLWDO�H[SHQGLWXUHV�UHODWLQJ�WR�WKLV�SURMHFW�ZHUH�DSSUR[LPDWHO\������ PLOOLRQ DQG������
PLOOLRQ�IRU�ILVFDO������DQG�������UHVSHFWLYHO\��

,Q�DGGLWLRQ��ZH�FRQWLQXH�WR�LQYHVW�LQ�VDOHV�SURGXFWLYLW\�LQLWLDWLYHV��H&RPPHUFH�DQG�YHQGLQJ�SODWIRUPV��FXVWRPHU�
IXOILOOPHQW�FHQWHUV�DQG�GLVWULEXWLRQ�QHWZRUN��DQG�LQ�RWKHU�LQIUDVWUXFWXUH�DQG�WHFKQRORJ\�

5HODWHG�3DUW\�7UDQVDFWLRQV

6WRFN�3XUFKDVH�$JUHHPHQWV

,Q�-XO\������DQG�-XO\�������WKH�&RPSDQ\�HQWHUHG�LQWR�VWRFN�SXUFKDVH�DJUHHPHQWV�ZLWK�WKH�KROGHUV�RI�WKH�&RPSDQ\¶V�
&ODVV�%�FRPPRQ�VWRFN��6HH�1RWH���³%XVLQHVV�DQG�6XPPDU\�RI�6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV´ LQ�WKH�1RWHV�WR�WKH�
&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�IRU�PRUH�LQIRUPDWLRQ�DERXW�WKH�VWRFN�SXUFKDVH�DJUHHPHQWV�

,QIUDVWUXFWXUH�,QYHVWPHQWV

,Q�$XJXVW�������WKH�&RPSDQ\¶V�VXEVLGLDU\��6LG�7RRO�&R���,QF���FRPSOHWHG�D�WUDQVDFWLRQ�ZLWK�0LWFKPDU�$WODQWD�
3URSHUWLHV��,QF��WR�SXUFKDVH�WKH�&RPSDQ\¶V�$WODQWD�&)&�DQG�WKH�UHDO�SURSHUW\�RQ�ZKLFK�WKH�$WODQWD�&)&�LV�VLWXDWHG�IRU�D�
SXUFKDVH�SULFH�RI�������PLOOLRQ���7KH�$WODQWD�&)&�KDG�SUHYLRXVO\�EHHQ�OHDVHG�VLQFH��������

&RQWUDFWXDO�2EOLJDWLRQV

7KH�IROORZLQJ WDEOH�VXPPDUL]HV�RXU�FRQWUDFWXDO�REOLJDWLRQV�DW�6HSWHPEHU�������� �LQ�WKRXVDQGV��

 

&RQWUDFWXDO�2EOLJDWLRQV 7RWDO
/HVV�WKDQ���

\HDU � ± ��\HDUV � ± � \HDUV
0RUH�WKDQ���

\HDUV
2SHUDWLQJ�OHDVH�REOLJDWLRQV��� � ������ � ������ � ������ � ����� � �����
&DSLWDO�OHDVH�REOLJDWLRQV��QHW�RI�LQWHUHVW��� ������ ��� ������ �� ²
0DWXULWLHV�RI�ORQJ�WHUP�GHEW�REOLJDWLRQV��QHW�RI�LQWHUHVW ������� ������� ������ ������� �������
(VWLPDWHG�LQWHUHVW�RQ�GHEW��FDSLWDO�OHDVH�REOLJDWLRQV ������ ����� ������ ������ ������
7RWDO�FRQWUDFWXDO�REOLJDWLRQV � ������� � ������� � ������� � ������� � �������
BBBBBBBBBBBBBBBBBBBBBBBBBB

��� &HUWDLQ�RI�RXU�RSHUDWLRQV�DUH�FRQGXFWHG�RQ�OHDVHG�SUHPLVHV��7KHVH�OHDVHV��PRVW�RI�ZKLFK�UHTXLUH�XV�WR�SURYLGH�IRU�WKH�
SD\PHQW�RI�UHDO�HVWDWH�WD[HV��LQVXUDQFH�DQG�RWKHU�RSHUDWLQJ�FRVWV��DUH�IRU�YDU\LQJ�SHULRGV��WKH�ORQJHVW�H[WHQGLQJ�WR�WKH�
ILVFDO�\HDU�������,Q�DGGLWLRQ��ZH�DUH�REOLJDWHG�XQGHU�FHUWDLQ�HTXLSPHQW�DQG�DXWRPRELOH�RSHUDWLQJ�OHDVHV��ZKLFK�H[SLUH�RQ�
YDU\LQJ�GDWHV�WKURXJK�ILVFDO������

��� $V�RI�6HSWHPEHU����������WKH�&RPSDQ\�KDV�HQWHUHG�LQWR�YDULRXV�FDSLWDO�OHDVHV�IRU�FHUWDLQ�,7�HTXLSPHQW��ZKLFK�H[SLUH�RQ�
YDU\LQJ�GDWHV�WKURXJK�ILVFDO�������,Q�DGGLWLRQ��LQFOXGHG�LQ�WKLV�WDEOH�LV�WKH�ORQJ�WHUP�FDSLWDO�OHDVH�ZLWK�WKH�&ROXPEXV�
)UDQNOLQ�&RXQW\�)LQDQFH�$XWKRULW\�HQWHUHG�LQWR�LQ�FRQQHFWLRQ�ZLWK�WKH�FRQVWUXFWLRQ�RI�WKH�&RPSDQ\¶V�FXVWRPHU�
IXOILOOPHQW�FHQWHU�LQ�&ROXPEXV��2KLR�

7KH�&RPSDQ\ KDV�UHFRUGHG�D�QRQ�FXUUHQW�OLDELOLW\�RI����� PLOOLRQ�IRU�WD[�XQFHUWDLQWLHV�DQG�LQWHUHVW�DV�RI�6HSWHPEHU�
���������7KLV�DPRXQW�LV�H[FOXGHG�IURP�WKH�WDEOH�DERYH��DV�WKH�&RPSDQ\�FDQQRW�PDNH�UHOLDEOH�HVWLPDWHV�RI�WKHVH�FDVK�IORZV�
E\�SHULRG��6HH�1RWH���³,QFRPH�7D[HV´�LQ�WKH�1RWHV�WR�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�

2II�%DODQFH�6KHHW�$UUDQJHPHQWV

:H�KDYH QRW�HQWHUHG�LQWR DQ\�RII�EDODQFH�VKHHW�DUUDQJHPHQWV�

&ULWLFDO�$FFRXQWLQJ�(VWLPDWHV

:H�PDNH�HVWLPDWHV��MXGJPHQWV�DQG�DVVXPSWLRQV�LQ�GHWHUPLQLQJ�WKH�DPRXQWV�UHSRUWHG�LQ�WKH�FRQVROLGDWHG�ILQDQFLDO�
VWDWHPHQWV�DQG�DFFRPSDQ\LQJ�QRWHV��(VWLPDWHV�DUH�EDVHG�RQ�KLVWRULFDO�H[SHULHQFH�DQG�RQ�YDULRXV�RWKHU�DVVXPSWLRQV�WKDW�DUH�



��

EHOLHYHG�WR�EH�UHDVRQDEOH�XQGHU�WKH�FLUFXPVWDQFHV��7KH�HVWLPDWHV�DUH�XVHG�WR�IRUP�WKH�EDVLV�IRU�PDNLQJ�MXGJPHQWV�DERXW�WKH�
FDUU\LQJ�YDOXHV�RI�DVVHWV�DQG�OLDELOLWLHV�DQG�WKH�DPRXQW�RI�UHYHQXHV�DQG�H[SHQVHV�UHSRUWHG�WKDW�DUH�QRW�UHDGLO\�DSSDUHQW�IURP�
RWKHU�VRXUFHV��$FWXDO�UHVXOWV�PD\�GLIIHU�IURP�WKHVH�HVWLPDWHV��2XU�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV�DUH�GHVFULEHG�LQ�WKH�1RWHV
WR�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV��7KH�DFFRXQWLQJ�SROLFLHV�GHVFULEHG�EHORZ�DUH�LPSDFWHG�E\�RXU�FULWLFDO�DFFRXQWLQJ�
HVWLPDWHV�

Allowance for Doubtful Accounts

:H�SHUIRUP�SHULRGLF�FUHGLW�HYDOXDWLRQV�RI�RXU�FXVWRPHUV¶�ILQDQFLDO�FRQGLWLRQ��DQG�FROODWHUDO�LV�JHQHUDOO\�QRW�
UHTXLUHG��7KH�&RPSDQ\�FRQVLGHUV�VHYHUDO�IDFWRUV�WR�HVWLPDWH�WKH�DOORZDQFH�IRU�XQFROOHFWLEOH�DFFRXQWV�UHFHLYDEOH�LQFOXGLQJ�
WKH�DJH�RI�WKH�UHFHLYDEOHV�DQG WKH�KLVWRULFDO�UDWLR�RI�DFWXDO�ZULWH�RIIV�WR�WKH�DJH�RI�WKH�UHFHLYDEOHV� 7KH�DQDO\VHV�SHUIRUPHG�
DOVR�WDNH�LQWR�FRQVLGHUDWLRQ�HFRQRPLF�FRQGLWLRQV�WKDW�PD\�KDYH�DQ�LPSDFW�RQ�D VSHFLILF�LQGXVWU\��JURXS�RI�FXVWRPHUV�RU�D�
VSHFLILF�FXVWRPHU���%DVHG�RQ�RXU�DQDO\VLV�RI�DFWXDO�KLVWRULFDO�ZULWH�RIIV�RI�XQFROOHFWLEOH�DFFRXQWV�UHFHLYDEOH��WKH�&RPSDQ\¶V�
HVWLPDWHV�DQG�DVVXPSWLRQV�KDYH�EHHQ�PDWHULDOO\�DFFXUDWH�UHJDUGLQJ�WKH�YDOXDWLRQ�RI�LWV DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV��)RU�
ILVFDO�\HDUV����������� DQG�������DFWXDO�UHVXOWV�GLG�QRW�YDU\�PDWHULDOO\�IURP�HVWLPDWHG�DPRXQWV�

Inventory Valuation Reserve

:H�HVWDEOLVK�LQYHQWRU\�YDOXDWLRQ�UHVHUYHV�IRU�VKULQNDJH�DQG�VORZ�PRYLQJ�RU�REVROHWH�LQYHQWRU\��7KH�DQDO\VLV�
LQFOXGHV�LQYHQWRU\�OHYHOV��VDOHV�LQIRUPDWLRQ��LQYHQWRU\�FRXQW�DGMXVWPHQWV��DQG�WKH�RQ�KDQG�TXDQWLWLHV�UHODWLYH�WR�WKH�VDOHV�
KLVWRU\�IRU�WKH�SURGXFW��

,QYHQWRULHV�FRQVLVW�RI�PHUFKDQGLVH�KHOG�IRU�UHVDOH�DQG�DUH�VWDWHG�DW�WKH�ORZHU�RI�ZHLJKWHG�DYHUDJH�FRVW�RU�PDUNHW��
:H�HYDOXDWH�WKH�UHFRYHUDELOLW\�RI�RXU�VORZ�PRYLQJ�RU�REVROHWH�LQYHQWRULHV�DW�OHDVW�TXDUWHUO\��:H�HVWLPDWH�WKH�UHFRYHUDEOH�
FRVW�RI�VXFK�LQYHQWRU\�E\�SURGXFW�W\SH�ZKLOH�FRQVLGHULQJ�IDFWRUV�VXFK�DV�LWV�DJH��KLVWRULF�DQG�FXUUHQW�GHPDQG�WUHQGV��WKH�
SK\VLFDO�FRQGLWLRQ�RI�WKH�LQYHQWRU\��DV�ZHOO�DV�DVVXPSWLRQV�UHJDUGLQJ�IXWXUH�GHPDQG��2XU�DELOLW\�WR�UHFRYHU�RXU�FRVW�IRU�VORZ�
PRYLQJ�RU�REVROHWH�LQYHQWRU\�FDQ�EH�DIIHFWHG�E\�VXFK�IDFWRUV�DV�JHQHUDO�PDUNHW�FRQGLWLRQV��IXWXUH�FXVWRPHU�GHPDQG�DQG�
UHODWLRQVKLSV�ZLWK�VXSSOLHUV��

Goodwill and Indefinite-Lived Intangible Assets

7KH�SXUFKDVH�SULFH�RI�DQ�DFTXLUHG�FRPSDQ\�LV�DOORFDWHG�EHWZHHQ�LQWDQJLEOH�DVVHWV�DQG�WKH�QHW�WDQJLEOH�DVVHWV�RI�WKH�
DFTXLUHG�EXVLQHVV�ZLWK�WKH�UHVLGXDO�RI�WKH�SXUFKDVH�SULFH�UHFRUGHG�DV�JRRGZLOO��7KH�GHWHUPLQDWLRQ�RI�WKH�YDOXH�RI�WKH�
LQWDQJLEOH�DVVHWV�DFTXLUHG�LQYROYHV�FHUWDLQ�MXGJPHQWV�DQG�HVWLPDWHV��7KHVH�MXGJPHQWV�FDQ�LQFOXGH��EXW�DUH�QRW�OLPLWHG�WR��WKH�
FDVK�IORZV�WKDW�DQ�DVVHW�LV�H[SHFWHG�WR�JHQHUDWH�LQ�WKH�IXWXUH�DQG�WKH�DSSURSULDWH�ZHLJKWHG�DYHUDJH�FRVW�RI�FDSLWDO��

$W�6HSWHPEHU����������RXU�JRRGZLOO�WRWDOHG������� PLOOLRQ�DQG�RXU�LQGHILQLWH�OLYHG�LQWDQJLEOH�DVVHWV�WRWDOHG�
����� PLOOLRQ��7KH�&RPSDQ\�DQQXDOO\�UHYLHZV�JRRGZLOO�DW�WKH�UHSRUWLQJ�XQLW�OHYHO�DQG�LQWDQJLEOH�DVVHWV�WKDW�KDYH�LQGHILQLWH�
OLYHV�IRU�LPSDLUPHQW�LQ�LWV�ILVFDO�IRXUWK�TXDUWHU�DQG�ZKHQ�HYHQWV�RU�FKDQJHV�LQ�FLUFXPVWDQFHV�LQGLFDWH�WKH�FDUU\LQJ�YDOXH�RI�
WKHVH�DVVHWV�PLJKW�H[FHHG�WKHLU�FXUUHQW�IDLU�YDOXHV��:H�FXUUHQWO\�RSHUDWH�DW�D�VLQJOH�UHSRUWLQJ�XQLW�OHYHO��(YHQWV�RU�
FLUFXPVWDQFHV�WKDW�PD\�UHVXOW�LQ�DQ�LPSDLUPHQW�UHYLHZ�LQFOXGH�FKDQJHV LQ�PDFURHFRQRPLF�FRQGLWLRQV��LQGXVWU\�DQG�PDUNHW�
FRQVLGHUDWLRQV��FRVW�IDFW�HYHQWV�DIIHFWLQJ�WKH�UHSRUWLQJ�XQLW�RU�D�VXVWDLQHG�GHFUHDVH�LQ�VKDUH�SULFH��(DFK�\HDU��WKH�&RPSDQ\�
PD\�HOHFW�WR�SHUIRUP�D�TXDOLWDWLYH�DVVHVVPHQW�WR�GHWHUPLQH�ZKHWKHU�LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�WKH�IDLU�YDOXH�RI�D�UHSRUWLQJ�
XQLW�LV�OHVV�WKDQ�LWV�FDUU\LQJ�YDOXH��,I�LPSDLUPHQW�LV�LQGLFDWHG�LQ�WKH�TXDOLWDWLYH�DVVHVVPHQW�RU�LI�PDQDJHPHQW�HOHFWV�WR�LQLWLDOO\�
SHUIRUP�D�TXDQWLWDWLYH�DVVHVVPHQW�RI�JRRGZLOO�RU�LQWDQJLEOH�DVVHWV��WKH�LPSDLUPHQW�WHVW�XVHV�D�WZR�VWHS�DSSURDFK��6WHS�RQH�
FRPSDUHV�WKH�IDLU�YDOXH�RI�D�UHSRUWLQJ�XQLW�ZLWK�LWV�FDUU\LQJ�DPRXQW��LQFOXGLQJ�JRRGZLOO�DQG�LQWDQJLEOH�DVVHWV��,I�WKH�IDLU�YDOXH�
RI�WKH�UHSRUWLQJ�XQLW�H[FHHGV�LWV�FDUU\LQJ�DPRXQW��JRRGZLOO�DQG�LQWDQJLEOH�DVVHWV�RI�WKH�UHSRUWLQJ�XQLW�DUH�QRW�LPSDLUHG��DQG�
WKH�VHFRQG�VWHS�RI�WKH�JRRGZLOO�RU�LQWDQJLEOH�DVVHW�LPSDLUPHQW�WHVW�LV�XQQHFHVVDU\��,I�WKH�FDUU\LQJ�DPRXQW�RI�D�UHSRUWLQJ�XQLW�
H[FHHGV�LWV�IDLU�YDOXH��WKH�VHFRQG�VWHS�RI�WKH�JRRGZLOO�RU�LQWDQJLEOH�DVVHW�LPSDLUPHQW�WHVW�LV�SHUIRUPHG�WR�PHDVXUH�WKH�DPRXQW�
RI�LPSDLUPHQW�ORVV��LI�DQ\���6WHS�WZR�FRPSDUHV�WKH�LPSOLHG�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW¶V�JRRGZLOO�RU�LQWDQJLEOH�DVVHWV�
ZLWK�WKH�FDUU\LQJ�DPRXQW�RI�JRRGZLOO�RU�LQWDQJLEOH�DVVHWV��7KH�LPSOLHG�IDLU�YDOXH�RI�JRRGZLOO�LV�GHWHUPLQHG�LQ�WKH�VDPH�
PDQQHU�DV�WKH�DPRXQW�RI�JRRGZLOO�UHFRJQL]HG�LQ�D�EXVLQHVV�FRPELQDWLRQ��PHDQLQJ�WKH�UHSRUWLQJ�XQLW
V�IDLU�YDOXH�LV�DOORFDWHG�
WR�DOO�WKH�DVVHWV�DQG�OLDELOLWLHV�RI�WKH�UHSRUWLQJ�XQLW��LQFOXGLQJ�XQUHFRJQL]HG�LQWDQJLEOH�DVVHWV��DV�LI�WKH�UHSRUWLQJ�XQLW�KDG�EHHQ�
DFTXLUHG�LQ�D�EXVLQHVV�FRPELQDWLRQ�DQG�WKH�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�LV�WKH�SULFH�SDLG�WR�DFTXLUH�WKH�UHSRUWLQJ�XQLW��,I�WKH�
FDUU\LQJ�DPRXQW�RI�D�UHSRUWLQJ�XQLW
V�JRRGZLOO�H[FHHGV�WKH�LPSOLHG�IDLU�YDOXH�RI�LWV�JRRGZLOO��DQ�LPSDLUPHQW�ORVV�LV�
UHFRJQL]HG�LQ�DQ�DPRXQW�HTXDO�WR�WKH�H[FHVV��

:H�FRQGXFWHG�RXU�TXDOLWDWLYH�DVVHVVPHQW�RI�JRRGZLOO�DQG�LQWDQJLEOHV�LQ�WKH�ILVFDO�IRXUWK�TXDUWHUV�RI����� DQG�������
7KH�UHVXOWV�RI�WKH�DVVHVVPHQWV�LQGLFDWHG�WKDW�EDVHG�RQ�WKH�TXDOLWDWLYH�DVVHVVPHQW�RI�JRRGZLOO�DQG�LQWDQJLEOH�DVVHWV�WKDW�KDYH�
LQGHILQLWH�OLYHV��LW�ZDV�QRW�OLNHO\�WKDW�WKH�IDLU�YDOXHV�DUH�OHVV�WKDQ�WKH�FDUU\LQJ�DPRXQWV��



��

Income Taxes

7KH�&RPSDQ\�UHFRJQL]HV�GHIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�IRU�WKH�H[SHFWHG�IXWXUH�WD[�FRQVHTXHQFHV�RI�HYHQWV�WKDW�
KDYH�EHHQ�LQFOXGHG�LQ�WKH�ILQDQFLDO�VWDWHPHQWV�RU�WD[�UHWXUQV��8QGHU�WKLV�PHWKRG��GHIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�DUH�
GHWHUPLQHG�EDVHG�RQ�WKH�GLIIHUHQFHV�EHWZHHQ�WKH�ILQDQFLDO�UHSRUWLQJ�DQG�WD[�EDVLV�RI�DVVHWV�DQG�OLDELOLWLHV��XVLQJ�HQDFWHG�WD[�
UDWHV�LQ�HIIHFW�IRU�WKH�\HDU�LQ�ZKLFK�WKH�GLIIHUHQFHV�DUH�H[SHFWHG�WR�UHYHUVH��7KH�WD[�EDODQFHV�DQG�LQFRPH�WD[�H[SHQVH�
UHFRJQL]HG�E\�WKH�&RPSDQ\�DUH�EDVHG�RQ�PDQDJHPHQW¶V�LQWHUSUHWDWLRQV�RI�WKH�WD[�ODZV�RI�PXOWLSOH�MXULVGLFWLRQV��,QFRPH�WD[�
H[SHQVH�UHIOHFWV�WKH�&RPSDQ\¶V�EHVW�HVWLPDWHV�DQG�DVVXPSWLRQV�UHJDUGLQJ��DPRQJ�RWKHU�LWHPV��WKH�OHYHO�RI�IXWXUH�WD[DEOH�
LQFRPH��LQWHUSUHWDWLRQ�RI�WD[�ODZV�DQG�XQFHUWDLQ�WD[�SRVLWLRQV�

Other

2WKHU�VLJQLILFDQW�DFFRXQWLQJ�SROLFLHV��QRW�LQYROYLQJ�WKH�VDPH�OHYHO�RI�PHDVXUHPHQW�XQFHUWDLQWLHV�DV�WKRVH�GLVFXVVHG�
DERYH��DUH�QHYHUWKHOHVV�LPSRUWDQW�WR�DQ�XQGHUVWDQGLQJ�RI�WKH�ILQDQFLDO�VWDWHPHQWV��3ROLFLHV�VXFK�DV�UHYHQXH�UHFRJQLWLRQ��
GHSUHFLDWLRQ��LQWDQJLEOHV��ORQJ�OLYHG�DVVHWV�DQG�ZDUUDQWLHV�UHTXLUH�MXGJPHQWV�RQ�FRPSOH[�PDWWHUV�WKDW�DUH�RIWHQ�VXEMHFW�WR�
PXOWLSOH�H[WHUQDO�VRXUFHV�RI�DXWKRULWDWLYH�JXLGDQFH�VXFK�DV�WKH�)LQDQFLDO�$FFRXQWLQJ�6WDQGDUGV�%RDUG��WKH�³)$6%´��DQG�WKH�
6(&��3RVVLEOH�FKDQJHV�LQ�HVWLPDWHV�RU�DVVXPSWLRQV�DVVRFLDWHG�ZLWK�WKHVH�SROLFLHV�DUH�QRW�H[SHFWHG�WR�KDYH�D�PDWHULDO�HIIHFW�
RQ�WKH�ILQDQFLDO�FRQGLWLRQ�RU�UHVXOWV�RI�RSHUDWLRQV�RI�WKH�&RPSDQ\��0RUH�LQIRUPDWLRQ�RQ�WKHVH�DGGLWLRQDO�DFFRXQWLQJ�SROLFLHV�
FDQ�EH�IRXQG�LQ�1RWH���³%XVLQHVV�DQG�6XPPDU\�RI�6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV´�LQ�WKH�1RWHV�WR�WKH�&RQVROLGDWHG�
)LQDQFLDO�6WDWHPHQWV�

5HFHQWO\�,VVXHG�$FFRXQWLQJ�3URQRXQFHPHQWV�

5HIHU�WR�1RWH���³%XVLQHVV�DQG�6XPPDU\�RI�6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV´�LQ�WKH�1RWHV�WR�WKH�&RQVROLGDWHG�
)LQDQFLDO�6WDWHPHQWV�

,7(0��$���48$17,7$7,9(�$1'�48$/,7$7,9(�',6&/2685(6�$%287�0$5.(7�5,6.�

Interest Rate Risks

:H�DUH�H[SRVHG�WR�LQWHUHVW�UDWH�ULVN�RQ�RXU�YDULDEOH�UDWH�GHEW��,Q�$SULO�������WKH�&RPSDQ\�HQWHUHG�LQWR�WKH�&UHGLW�
)DFLOLW\��6HH�1RWH���³'HEW�DQG�&DSLWDO�/HDVH�2EOLJDWLRQV´�LQ�WKH�1RWHV�WR�WKH�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV�IRU�PRUH�
LQIRUPDWLRQ�DERXW�WKH�&UHGLW�)DFLOLW\�

%RUURZLQJV�XQGHU�RXU�&UHGLW�)DFLOLW\�DUH�VXEMHFW�WR�IOXFWXDWLRQV�LQ�WKH�LQWHUHVW�UDWH��ZKLFK�KDYH�D�FRUUHVSRQGLQJ�
HIIHFW�RQ�RXU�LQWHUHVW�H[SHQVH��$�����EDVLV�SRLQW�LQFUHDVH�RU�GHFUHDVH�LQ�LQWHUHVW�UDWHV�ZRXOG�LPSDFW�RXU�LQWHUHVW�FRVWV�E\�
DSSUR[LPDWHO\����� PLOOLRQ�XQGHU�RXU�FXUUHQW�FDSLWDO�VWUXFWXUH��:H�KDYH�PRQLWRUHG�DQG�ZLOO�FRQWLQXH�WR�PRQLWRU�RXU�H[SRVXUH�
WR�LQWHUHVW�UDWH�IOXFWXDWLRQV�

,Q�DGGLWLRQ��RXU�LQWHUHVW�LQFRPH�LV�PRVW�VHQVLWLYH�WR�FKDQJHV�LQ�WKH�JHQHUDO�OHYHO�RI�LQWHUHVW�UDWHV��,Q�WKLV�UHJDUG��
FKDQJHV�LQ�LQWHUHVW�UDWHV�DIIHFW�WKH�LQWHUHVW�HDUQHG�RQ�RXU�FDVK�

:H�GR�QRW�FXUUHQWO\�XVH�LQWHUHVW�UDWH�GHULYDWLYH�LQVWUXPHQWV�WR�PDQDJH�H[SRVXUH�WR�LQWHUHVW�UDWH�FKDQJHV�

Foreign Currency Risks

$SSUR[LPDWHO\���� RI�RXU�VDOHV�DUH�GHQRPLQDWHG�LQ�8�6��GROODUV�DQG�DUH�SULPDULO\�IURP�FXVWRPHUV�LQ�WKH�8QLWHG�
6WDWHV��$V�D�UHVXOW��FXUUHQF\�IOXFWXDWLRQV�DUH�FXUUHQWO\�QRW�PDWHULDO�WR�RXU�RSHUDWLQJ�UHVXOWV���7R�WKH�H[WHQW�WKDW�ZH�HQJDJH�LQ�
PRUH�VLJQLILFDQW�LQWHUQDWLRQDO�VDOHV�LQ�WKH�IXWXUH��DQ�LQFUHDVH�LQ�WKH�YDOXH�RI�WKH�8�6��GROODU�UHODWLYH�WR�IRUHLJQ�FXUUHQFLHV
FRXOG�PDNH�RXU�SURGXFWV�OHVV�FRPSHWLWLYH�LQ�LQWHUQDWLRQDO�PDUNHWV��:H�KDYH�PRQLWRUHG�DQG�ZLOO�FRQWLQXH�WR�PRQLWRU�RXU�
H[SRVXUH�WR�FXUUHQF\�IOXFWXDWLRQV��
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5HSRUW�RI�,QGHSHQGHQW�5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUP

7R�WKH�%RDUG�RI�'LUHFWRUV�DQG�6KDUHKROGHUV�RI�06&�,QGXVWULDO�'LUHFW�&R���,QF�

2SLQLRQ�RQ�WKH�)LQDQFLDO�6WDWHPHQWV

:H�KDYH�DXGLWHG�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�EDODQFH�VKHHWV�RI�06&�,QGXVWULDO�'LUHFW�&R���,QF��DQG�6XEVLGLDULHV��WKH�
³&RPSDQ\´��DV�RI�6HSWHPEHU���������DQG�6HSWHPEHU�����������DQG�WKH�UHODWHG�FRQVROLGDWHG�VWDWHPHQWV�RI�LQFRPH��
FRPSUHKHQVLYH�LQFRPH��VKDUHKROGHUV¶�HTXLW\�DQG�FDVK�IORZV�IRU HDFK�RI�WKH�WKUHH�\HDUV�LQ�WKH�SHULRG�HQGHG�6HSWHPEHU����
������DQG�WKH�UHODWHG�QRWHV�DQG�WKH�ILQDQFLDO�VWDWHPHQW�VFKHGXOH�OLVWHG�LQ�WKH�,QGH[�DW�,WHP����D���FROOHFWLYHO\�UHIHUUHG�WR�DV�
WKH�³FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV´���,Q�RXU�RSLQLRQ��WKH�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�SUHVHQW�IDLUO\��LQ�DOO�PDWHULDO�
UHVSHFWV��WKH�ILQDQFLDO�SRVLWLRQ�RI�WKH�&RPSDQ\�DW�6HSWHPEHU���������DQG�6HSWHPEHU����������DQG�WKH�UHVXOWV�RI�LWV�RSHUDWLRQV
DQG�LWV�FDVK�IORZV�IRU�HDFK�RI�WKH�WKUHH�\HDUV�LQ�WKH�SHULRG�HQGHG�6HSWHPEHU����������LQ�FRQIRUPLW\�ZLWK�8�6��JHQHUDOO\�
DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV�

:H�DOVR�KDYH�DXGLWHG��LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3XEOLF�&RPSDQ\�$FFRXQWLQJ�2YHUVLJKW�%RDUG��8QLWHG�6WDWHV��
�3&$2%���WKH�&RPSDQ\¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�6HSWHPEHU����������EDVHG�RQ�FULWHULD�HVWDEOLVKHG�LQ�
,QWHUQDO�&RQWURO�,QWHJUDWHG�)UDPHZRUN�LVVXHG�E\�WKH�&RPPLWWHH�RI�6SRQVRULQJ�2UJDQL]DWLRQV�RI�WKH�7UHDGZD\�&RPPLVVLRQ�
������IUDPHZRUN��DQG�RXU�UHSRUW�GDWHG�2FWREHU����������H[SUHVVHG�DQ�XQTXDOLILHG�RSLQLRQ�WKHUHRQ�

%DVLV�IRU�2SLQLRQ

7KHVH�ILQDQFLDO�VWDWHPHQWV�DUH�WKH�UHVSRQVLELOLW\�RI�WKH�&RPSDQ\¶V�PDQDJHPHQW��2XU�UHVSRQVLELOLW\�LV�WR�H[SUHVV�DQ�RSLQLRQ�
RQ�WKH�&RPSDQ\¶V�ILQDQFLDO�VWDWHPHQWV�EDVHG�RQ�RXU�DXGLWV��:H�DUH�D�SXEOLF�DFFRXQWLQJ�ILUP�UHJLVWHUHG�ZLWK�WKH�3&$2%�DQG�
DUH�UHTXLUHG�WR�EH�LQGHSHQGHQW�ZLWK�UHVSHFW�WR�WKH�&RPSDQ\�LQ�DFFRUGDQFH�ZLWK�WKH�8�6��IHGHUDO�VHFXULWLHV�ODZV�DQG�WKH�
DSSOLFDEOH�UXOHV�DQG�UHJXODWLRQV�RI�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�DQG�WKH�3&$2%�

:H�FRQGXFWHG RXU�DXGLWV�LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3&$2%��7KRVH�VWDQGDUGV�UHTXLUH�WKDW�ZH�SODQ�DQG�SHUIRUP�
WKH�DXGLW�WR�REWDLQ�UHDVRQDEOH�DVVXUDQFH�DERXW�ZKHWKHU�WKH�ILQDQFLDO�VWDWHPHQWV�DUH�IUHH�RI�PDWHULDO�PLVVWDWHPHQW��ZKHWKHU�GXH
WR�HUURU�RU�IUDXG��2XU�DXGLWV�LQFOXGHG�SHUIRUPLQJ�SURFHGXUHV�WR�DVVHVV�WKH�ULVNV�RI�PDWHULDO�PLVVWDWHPHQW�RI�WKH�ILQDQFLDO�
VWDWHPHQWV��ZKHWKHU�GXH�WR�HUURU�RU�IUDXG��DQG�SHUIRUPLQJ�SURFHGXUHV�WKDW�UHVSRQG�WR�WKRVH�ULVNV��6XFK�SURFHGXUHV�LQFOXGHG�
H[DPLQLQJ��RQ�D�WHVW�EDVLV��HYLGHQFH�UHJDUGLQJ�WKH�DPRXQWV�DQG�GLVFORVXUHV�LQ�WKH�ILQDQFLDO�VWDWHPHQWV��2XU�DXGLWV�DOVR�
LQFOXGHG�HYDOXDWLQJ�WKH�DFFRXQWLQJ�SULQFLSOHV�XVHG�DQG�VLJQLILFDQW�HVWLPDWHV�PDGH�E\�PDQDJHPHQW��DV�ZHOO�DV�HYDOXDWLQJ�WKH�
RYHUDOO�SUHVHQWDWLRQ�RI�WKH�ILQDQFLDO�VWDWHPHQWV��:H�EHOLHYH�WKDW�RXU�DXGLWV�SURYLGH�D�UHDVRQDEOH�EDVLV�IRU�RXU�RSLQLRQ�

�V��(UQVW�	�<RXQJ�//3

:H�KDYH�VHUYHG�DV�WKH�&RPSDQ\¶V�DXGLWRU�VLQFH�����

-HULFKR��1HZ�<RUN
2FWREHU���������



��

06&�,1'8675,$/�',5(&7 &2�� ,1&��$1'�68%6,',$5,(6
&2162/,'$7('�%$/$1&(�6+((76

�,Q�WKRXVDQGV��H[FHSW�VKDUH�GDWD�

6HSWHPEHU����� 6HSWHPEHU�����
���� ����

$66(76
&855(17�$66(76�

&DVK�DQG�FDVK�HTXLYDOHQWV� � ������ � ������
$FFRXQWV�UHFHLYDEOH��QHW�RI�DOORZDQFH�IRU�GRXEWIXO�DFFRXQWV�RI��������
DQG����������UHVSHFWLYHO\� ������� �������
,QYHQWRULHV� ������� �������
3UHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV� ������ ������
7RWDO�FXUUHQW�DVVHWV� ��������� ���������

3URSHUW\��SODQW�DQG�HTXLSPHQW��QHW� ������� �������
*RRGZLOO� ������� �������
,GHQWLILDEOH�LQWDQJLEOHV��QHW� ������� �������
2WKHU�DVVHWV� ������ ������

7RWDO�DVVHWV� � ��������� � ���������
/,$%,/,7,(6�$1'�6+$5(+2/'(56¶�(48,7<

&855(17�/,$%,/,7,(6�
6KRUW�WHUP�GHEW � ������� � �������
$FFRXQWV�SD\DEOH� ������� �������
$FFUXHG�OLDELOLWLHV� ������� �������
7RWDO�FXUUHQW�OLDELOLWLHV� ������� �������

/RQJ�WHUP�GHEW ������� �������
'HIHUUHG�LQFRPH�WD[HV�DQG�WD[�XQFHUWDLQWLHV� ������ �������

7RWDO�OLDELOLWLHV� ������� �������
&200,70(176�$1'�&217,1*(1&,(6
6+$5(+2/'(56
�(48,7<

3UHIHUUHG�VWRFN�������� SDU�YDOXH����������� VKDUHV�DXWKRUL]HG��QRQH�LVVXHG
DQG�RXWVWDQGLQJ ² ²
&ODVV $�FRPPRQ�VWRFN��RQH�YRWH�SHU�VKDUH��������� SDU�YDOXH�������������
VKDUHV�DXWKRUL]HG������������ DQG����������� VKDUHV�LVVXHG��UHVSHFWLYHO\ �� ��
&ODVV %�FRPPRQ�VWRFN��WHQ�YRWHV�SHU�VKDUH��������� SDU�YDOXH������������
VKDUHV�DXWKRUL]HG������������ DQG����������� VKDUHV�LVVXHG DQG�RXWVWDQGLQJ��
UHVSHFWLYHO\ �� ��
$GGLWLRQDO�SDLG�LQ�FDSLWDO� ������� �������
5HWDLQHG�HDUQLQJV� ��������� ���������
$FFXPXODWHG�RWKHU�FRPSUHKHQVLYH�ORVV�� �������� ��������
&ODVV $�WUHDVXU\�VWRFN��DW�FRVW����������� DQG���������� VKDUHV��UHVSHFWLYHO\� ��������� ���������
7RWDO�VKDUHKROGHUV¶�HTXLW\� ��������� ���������

7RWDO�OLDELOLWLHV�DQG�VKDUHKROGHUV¶�HTXLW\� � ��������� � ���������

6HH�DFFRPSDQ\LQJ�QRWHV�WR�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�
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06&�,1'8675,$/�',5(&7 &2�� ,1&��$1'�68%6,',$5,(6
&2162/,'$7('�67$7(0(176�2)�,1&20(
�,Q�WKRXVDQGV��H[FHSW�QHW�LQFRPH�SHU�VKDUH�GDWD�

)RU�WKH�)LVFDO�<HDUV�(QGHG
6HSWHPEHU��� 6HSWHPEHU��� 6HSWHPEHU���

���� ���� ����
����ZHHNV� ����ZHHNV� ����ZHHNV�

1(7�6$/(6 � ��������� � ��������� � ���������
&267�2)�*22'6�62/' ��������� ��������� ���������
*URVV�SURILW� ��������� ��������� ���������

23(5$7,1*�(;3(16(6 ������� ������� �������
,QFRPH�IURP�RSHUDWLRQV� ������� ������� �������

27+(5�,1&20(��(;3(16(��
,QWHUHVW�H[SHQVH� �������� �������� �������
,QWHUHVW�LQFRPH� ��� ��� ���
2WKHU�LQFRPH��H[SHQVH���QHW� ����� ��� ���
7RWDO�RWKHU�H[SHQVH �������� �������� �������
,QFRPH�EHIRUH�SURYLVLRQ�IRU�LQFRPH�WD[HV� ������� ������� �������

3URYLVLRQ�IRU�LQFRPH�WD[HV� ������ ������� �������
1HW�LQFRPH� � ������� � ������� � �������

3(5�6+$5(�,1)250$7,21�
1HW�LQFRPH�SHU�FRPPRQ�VKDUH�
%DVLF� � ���� � ���� � ����
'LOXWHG� � ���� � ���� � ����

:HLJKWHG�DYHUDJH�VKDUHV�XVHG�LQ�FRPSXWLQJ�QHW�LQFRPH�
SHU�FRPPRQ�VKDUH�
%DVLF� ������ ������ ������
'LOXWHG� ������ ������ ������

&DVK�GLYLGHQGV�GHFODUHG�SHU�FRPPRQ�VKDUH� � ���� � ���� � ����

6HH�DFFRPSDQ\LQJ�QRWHV�WR�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�
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06&�,1'8675,$/�',5(&7 &2�� ,1&��$1'�68%6,',$5,(6
&2162/,'$7('�67$7(0(176�2)�&2035(+(16,9(�,1&20(

�,Q�WKRXVDQGV�

)RU�WKH�)LVFDO�<HDUV�(QGHG
6HSWHPEHU��� 6HSWHPEHU��� 6HSWHPEHU���

���� ���� ����
����ZHHNV� ����ZHHNV� ����ZHHNV�

1HW�LQFRPH��DV�UHSRUWHG� � ������� � ������� � �������
2WKHU�FRPSUHKHQVLYH�LQFRPH��QHW�RI�WD[�
��)RUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQWV� ������� ����� �������
&RPSUHKHQVLYH�LQFRPH���� � ������� � ������� � �������

��� 7KHUH�ZHUH�QR�PDWHULDO�WD[HV�DVVRFLDWHG�ZLWK�RWKHU�FRPSUHKHQVLYH�LQFRPH�GXULQJ�ILVFDO�\HDUV�������������DQG������
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)RU�WKH�)LVFDO�<HDUV�(QGHG
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1HW�LQFRPH� � ������� � ������� � �������
$GMXVWPHQWV�WR�UHFRQFLOH�QHW�LQFRPH�WR�QHW�FDVK�SURYLGHG�E\�RSHUDWLQJ�
DFWLYLWLHV�
'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ� ������ ������ ������
6WRFN�EDVHG�FRPSHQVDWLRQ� ������ ������ ������
/RVV�RQ�GLVSRVDO�RI�SURSHUW\��SODQW��DQG�HTXLSPHQW ��� ��� ���
3URYLVLRQ�IRU�GRXEWIXO�DFFRXQWV� ����� ����� �����
'HIHUUHG�LQFRPH�WD[HV�DQG�WD[�XQFHUWDLQWLHV �������� ������ ������
([FHVV�WD[�EHQHILWV�IURP�VWRFN�EDVHG�FRPSHQVDWLRQ� ² ² �������
:ULWH�RII�RI�GHIHUUHG�ILQDQFLQJ�FRVWV�RQ�SUHYLRXV�FUHGLW�IDFLOLW\ ² �� ²
&KDQJHV�LQ�RSHUDWLQJ�DVVHWV�DQG�OLDELOLWLHV��QHW�RI�DPRXQWV�DVVRFLDWHG�
ZLWK�EXVLQHVV�DFTXLUHG�
$FFRXQWV�UHFHLYDEOH� �������� �������� �����
,QYHQWRULHV� �������� �������� ������
3UHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV� ������� ������� �������
2WKHU�DVVHWV� ����� ��� ���
$FFRXQWV�SD\DEOH�DQG�DFFUXHG�OLDELOLWLHV� ������ ������ �����
7RWDO�DGMXVWPHQWV� ������ ������ �������
1HW�FDVK�SURYLGHG�E\�RSHUDWLQJ�DFWLYLWLHV� ������� ������� �������
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([SHQGLWXUHV�IRU�SURSHUW\��SODQW�DQG�HTXLSPHQW� �������� �������� ��������
&DVK�XVHG�LQ�EXVLQHVV�DFTXLVLWLRQV��QHW�RI�FDVK�DFTXLUHG �������� �������� ²
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Business

06&�,QGXVWULDO�'LUHFW�&R���,QF���WRJHWKHU�ZLWK�LWV�VXEVLGLDULHV��WKH�³&RPSDQ\´�RU�³06&´��LV�D�OHDGLQJ�GLVWULEXWRU�RI�
PHWDOZRUNLQJ�DQG�PDLQWHQDQFH��UHSDLU�DQG�RSHUDWLRQV��³052´��SURGXFWV�DQG�VHUYLFHV��ZLWK�FR�ORFDWHG�KHDGTXDUWHUV�LQ�
0HOYLOOH��1HZ�<RUN�DQG�'DYLGVRQ��1RUWK�&DUROLQD��7KH�&RPSDQ\�KDV�DQ�DGGLWLRQDO�RIILFH�VXSSRUW�FHQWHU�LQ�6RXWKILHOG��
0LFKLJDQ�DQG�VHUYHV�SULPDULO\�GRPHVWLF�PDUNHWV�WKURXJK�LWV�GLVWULEXWLRQ�QHWZRUN�RI���� EUDQFK�RIILFHV�DQG��� FXVWRPHU�
IXOILOOPHQW�FHQWHUV�

Principles of Consolidation

7KH�DFFRPSDQ\LQJ�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�LQFOXGH�WKH�DFFRXQWV�RI�06&�DQG�LWV�VXEVLGLDULHV��DOO�RI�ZKLFK�
DUH�ZKROO\�RZQHG��$OO�LQWHUFRPSDQ\�EDODQFHV�DQG�WUDQVDFWLRQV�KDYH�EHHQ�HOLPLQDWHG�LQ�FRQVROLGDWLRQ�

Fiscal Year

7KH�&RPSDQ\¶V�ILVFDO�\HDU�LV�RQ�D���� RU����ZHHN�EDVLV��HQGLQJ�RQ�WKH�6DWXUGD\�FORVHVW�WR�$XJXVW ��VW RI�HDFK�\HDU��
7KH�ILQDQFLDO�VWDWHPHQWV�IRU�ILVFDO�\HDUV������DQG������FRQWDLQ�DFWLYLW\�IRU����ZHHNV�ZKLOH�ILVFDO�\HDU������FRQWDLQV�DFWLYLW\
IRU����ZHHNV��8QOHVV�WKH�FRQWH[W�UHTXLUHV�RWKHUZLVH��UHIHUHQFHV�WR�\HDUV�FRQWDLQHG�KHUHLQ�SHUWDLQ�WR�WKH�&RPSDQ\¶V�ILVFDO�
\HDU�

Use of Estimates

7KH�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV��LQ�FRQIRUPLW\�ZLWK�DFFRXQWLQJ�SULQFLSOHV�JHQHUDOO\�DFFHSWHG�LQ�WKH�8QLWHG�
6WDWHV��UHTXLUHV�PDQDJHPHQW�WR�PDNH�HVWLPDWHV�DQG�DVVXPSWLRQV�WKDW�DIIHFW�WKH�UHSRUWHG�DPRXQWV�RI�DVVHWV�DQG�OLDELOLWLHV�DQG�
GLVFORVXUH�RI�FRQWLQJHQW�DVVHWV�DQG�OLDELOLWLHV�DW�WKH�GDWH�RI�WKH�ILQDQFLDO�VWDWHPHQWV�DQG�WKH�UHSRUWHG�DPRXQWV�RI�UHYHQXHV�DQG�
H[SHQVHV�GXULQJ�WKH�UHSRUWLQJ�SHULRG��$FWXDO�UHVXOWV�FRXOG�GLIIHU�IURP�WKRVH�HVWLPDWHV�DQG�DVVXPSWLRQV�XVHG�LQ�SUHSDULQJ�WKH�
DFFRPSDQ\LQJ�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�

Cash and Cash Equivalents

7KH�&RPSDQ\�FRQVLGHUV�DOO�VKRUW�WHUP��KLJKO\�OLTXLG�LQYHVWPHQWV�ZLWK�PDWXULWLHV�RI�WKUHH�PRQWKV�RU�OHVV�DW�WKH�GDWH�
RI�SXUFKDVH�WR�EH�FDVK�HTXLYDOHQWV��&DVK�DQG�FDVK�HTXLYDOHQWV�DUH�FDUULHG�DW�FRVW��ZKLFK�DSSUR[LPDWHV�IDLU�YDOXH��$V�RI�
6HSWHPEHU�������� DQG�6HSWHPEHU����������WKH�&RPSDQ\�GLG�QRW�KDYH�DQ\�FDVK�HTXLYDOHQWV�

Concentrations of Credit Risk

7KH�&RPSDQ\¶V�PL[�RI�UHFHLYDEOHV�LV�GLYHUVH��VHOOLQJ�LWV�SURGXFWV�SULPDULO\�WR�HQG�XVHUV��7KH�&RPSDQ\¶V�FXVWRPHU�
EDVH�UHSUHVHQWV�PDQ\�GLYHUVH�LQGXVWULHV�SULPDULO\�FRQFHQWUDWHG�LQ�WKH�8QLWHG�6WDWHV��7KH�&RPSDQ\�SHUIRUPV�SHULRGLF�FUHGLW�
HYDOXDWLRQV�RI�LWV�FXVWRPHUV¶�ILQDQFLDO�FRQGLWLRQ��DQG�FROODWHUDO�LV�JHQHUDOO\�QRW�UHTXLUHG��7KH�&RPSDQ\�HYDOXDWHV�WKH�
FROOHFWDELOLW\�RI�DFFRXQWV�UHFHLYDEOH�EDVHG�RQ�QXPHURXV�IDFWRUV��LQFOXGLQJ�SDVW�WUDQVDFWLRQ�KLVWRU\�ZLWK�FXVWRPHUV�DQG�WKHLU�
FUHGLWZRUWKLQHVV�DQG�SURYLGHV�D�UHVHUYH�IRU�DFFRXQWV�WKDW�DUH�SRWHQWLDOO\�XQFROOHFWLEOH�

7KH�&RPSDQ\¶V�FDVK�LQFOXGHV�GHSRVLWV�ZLWK�FRPPHUFLDO�EDQNV��7KH�WHUPV�RI�WKHVH�GHSRVLWV�DQG�LQYHVWPHQWV�SURYLGH�
WKDW�DOO�PRQLHV�DUH�DYDLODEOH�WR�WKH�&RPSDQ\�XSRQ�GHPDQG���7KH�&RPSDQ\�PDLQWDLQV�WKH�PDMRULW\�RI�LWV�FDVK�ZLWK�KLJK�
TXDOLW\�ILQDQFLDO�LQVWLWXWLRQV��'HSRVLWV�KHOG�ZLWK�EDQNV�PD\�H[FHHG�LQVXUDQFH�OLPLWV��:KLOH�06&�PRQLWRUV�WKH�
FUHGLWZRUWKLQHVV�RI�WKHVH�FRPPHUFLDO�EDQNV�DQG�ILQDQFLDO�LQVWLWXWLRQV��D�FULVLV�LQ�WKH�8QLWHG�6WDWHV�ILQDQFLDO�V\VWHPV�FRXOG�
OLPLW�DFFHVV�WR�IXQGV�DQG�RU�UHVXOW�LQ�D�ORVV�RI�SULQFLSDO��

Allowance for Doubtful Accounts

7KH�&RPSDQ\�HVWDEOLVKHV�UHVHUYHV�IRU�FXVWRPHU�DFFRXQWV�WKDW�DUH�GHHPHG�XQFROOHFWLEOH��7KH�PHWKRG�XVHG�WR�
HVWLPDWH�WKH�DOORZDQFHV�LV�EDVHG�RQ�VHYHUDO�IDFWRUV��LQFOXGLQJ�WKH�DJH�RI�WKH�UHFHLYDEOHV�DQG�WKH�KLVWRULFDO�UDWLR�RI�DFWXDO�
ZULWH�RIIV�WR�WKH�DJH�RI�WKH�UHFHLYDEOHV��7KHVH�DQDO\VHV�DOVR�WDNH�LQWR�FRQVLGHUDWLRQ�HFRQRPLF�FRQGLWLRQV�WKDW�PD\�KDYH�DQ�



��

LPSDFW�RQ�D�VSHFLILF�LQGXVWU\��JURXS�RI�FXVWRPHUV�RU�D�VSHFLILF�FXVWRPHU��:KLOH�WKH�&RPSDQ\�KDV�D�EURDG�FXVWRPHU�EDVH��
UHSUHVHQWLQJ�PDQ\�GLYHUVH�LQGXVWULHV�SULPDULO\�LQ�DOO�UHJLRQV�RI�WKH�8QLWHG�6WDWHV��D�JHQHUDO�HFRQRPLF�GRZQWXUQ�FRXOG�UHVXOW�
LQ�KLJKHU�WKDQ�H[SHFWHG�GHIDXOWV�DQG��WKHUHIRUH��WKH�QHHG�WR�UHYLVH�HVWLPDWHV�IRU�EDG�GHEWV�

Inventory Valuation

,QYHQWRULHV�FRQVLVW�RI�PHUFKDQGLVH�KHOG�IRU�UHVDOH�DQG�DUH�VWDWHG�DW�WKH�ORZHU�RI�ZHLJKWHG�DYHUDJH�FRVW�RU�PDUNHW��
7KH�&RPSDQ\�HYDOXDWHV�WKH�UHFRYHUDELOLW\�RI�LWV�VORZ�PRYLQJ�RU�REVROHWH�LQYHQWRULHV�TXDUWHUO\��7KH�&RPSDQ\�HVWLPDWHV�WKH�
UHFRYHUDEOH�FRVW�RI�VXFK�LQYHQWRU\�E\�SURGXFW�W\SH�DQG�FRQVLGHULQJ�VXFK�IDFWRUV�DV�LWV�DJH��KLVWRULF�DQG�FXUUHQW�GHPDQG�
WUHQGV��WKH�SK\VLFDO�FRQGLWLRQ�RI�WKH�LQYHQWRU\��DV�ZHOO�DV�DVVXPSWLRQV�UHJDUGLQJ�IXWXUH�GHPDQG��7KH�&RPSDQ\¶V�DELOLW\�WR�
UHFRYHU�LWV�FRVW�IRU�VORZ�PRYLQJ�RU�REVROHWH�LQYHQWRU\�FDQ�EH�DIIHFWHG�E\�VXFK�IDFWRUV�DV�JHQHUDO�PDUNHW�FRQGLWLRQV��IXWXUH�
FXVWRPHU�GHPDQG��DQG�UHODWLRQVKLSV�ZLWK�VXSSOLHUV��6XEVWDQWLDOO\�DOO�WKH�&RPSDQ\¶V�LQYHQWRULHV�KDYH�GHPRQVWUDWHG�ORQJ�VKHOI�
OLYHV�DQG�DUH�QRW�KLJKO\�VXVFHSWLEOH�WR�REVROHVFHQFH���,Q�DGGLWLRQ��PDQ\�RI�WKH�&RPSDQ\¶V�LQYHQWRU\�LWHPV�DUH�HOLJLEOH�IRU�
UHWXUQ�XQGHU�YDULRXV�VXSSOLHU�DJUHHPHQWV�

Property, Plant and Equipment

3URSHUW\��SODQW�DQG�HTXLSPHQW�DQG�FDSLWDOL]HG�FRPSXWHU�VRIWZDUH�DUH�VWDWHG�DW�FRVW�OHVV�DFFXPXODWHG�GHSUHFLDWLRQ��
([SHQGLWXUHV�IRU�PDLQWHQDQFH�DQG�UHSDLUV�DUH�FKDUJHG�WR�H[SHQVH�DV�LQFXUUHG��FRVWV�RI�PDMRU�UHQHZDOV�DQG�LPSURYHPHQWV�DUH�
FDSLWDOL]HG��$W�WKH�WLPH�SURSHUW\�DQG�HTXLSPHQW�DUH�UHWLUHG�RU�RWKHUZLVH�GLVSRVHG�RI��WKH�FRVW�DQG�DFFXPXODWHG�GHSUHFLDWLRQ
DUH�HOLPLQDWHG�IURP�WKH�DVVHW�DQG�DFFXPXODWHG�GHSUHFLDWLRQ�DFFRXQWV�DQG�WKH�SURILW�RU�ORVV�RQ�VXFK�GLVSRVLWLRQ�LV�UHIOHFWHG�LQ
LQFRPH�

'HSUHFLDWLRQ�DQG�DPRUWL]DWLRQ�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW�DUH�FRPSXWHG�IRU�ILQDQFLDO�UHSRUWLQJ�SXUSRVHV�RQ�
WKH�VWUDLJKW�OLQH�PHWKRG�EDVHG�RQ�WKH�HVWLPDWHG�XVHIXO�OLYHV�RI�WKH�DVVHWV��/HDVHKROG�LPSURYHPHQWV�DUH�DPRUWL]HG�RYHU�HLWKHU�
WKHLU�UHVSHFWLYH�OHDVH�WHUPV�RU�WKHLU�HVWLPDWHG�OLYHV��ZKLFKHYHU�LV�VKRUWHU��(VWLPDWHG�XVHIXO�OLYHV�UDQJH�IURP�WKUHH WR �� \HDUV�
IRU�OHDVHKROG�LPSURYHPHQWV�DQG�EXLOGLQJV��DQG�WKUHH WR �� \HDUV�IRU�IXUQLWXUH��IL[WXUHV��DQG�HTXLSPHQW�

&DSLWDOL]HG�FRPSXWHU�VRIWZDUH�FRVWV�DUH�DPRUWL]HG�XVLQJ�WKH�VWUDLJKW�OLQH�PHWKRG�RYHU�WKH�HVWLPDWHG�XVHIXO�OLIH��
7KHVH�FRVWV�LQFOXGH�SXUFKDVHG�VRIWZDUH�SDFNDJHV��SD\PHQWV�WR�YHQGRUV�DQG�FRQVXOWDQWV�IRU�WKH�GHYHORSPHQW��LPSOHPHQWDWLRQ�
RU�PRGLILFDWLRQ�RI�SXUFKDVHG�VRIWZDUH�SDFNDJHV�IRU�&RPSDQ\�XVH��DQG�SD\UROO�DQG�UHODWHG�FRVWV�IRU�HPSOR\HHV�DVVRFLDWHG�
ZLWK�LQWHUQDO�XVH�VRIWZDUH�SURMHFWV��&DSLWDOL]HG�FRPSXWHU�VRIWZDUH�FRVWV�DUH�LQFOXGHG�ZLWKLQ�SURSHUW\��SODQW�DQG�HTXLSPHQW�
RQ�WKH�&RPSDQ\¶V�FRQVROLGDWHG�EDODQFH�VKHHWV�

Goodwill and Other Indefinite-Lived Intangible Assets

7KH�&RPSDQ\¶V�EXVLQHVV�DFTXLVLWLRQV�W\SLFDOO\�UHVXOW�LQ�WKH�UHFRUGLQJ�RI�JRRGZLOO�DQG�RWKHU�LQWDQJLEOH�DVVHWV��ZKLFK�
DIIHFW�WKH�DPRXQW�RI�DPRUWL]DWLRQ�H[SHQVH�DQG�SRVVLEO\�LPSDLUPHQW�ZULWH�GRZQV�WKDW�WKH�&RPSDQ\�PD\�LQFXU�LQ�IXWXUH�
SHULRGV��*RRGZLOO�UHSUHVHQWV�WKH�H[FHVV�RI�WKH�SXUFKDVH�SULFH�SDLG�RYHU�WKH�IDLU�YDOXH�RI�WKH�QHW�DVVHWV�DFTXLUHG�LQ EXVLQHVV�
DFTXLVLWLRQV��7KH�&RPSDQ\�DQQXDOO\�UHYLHZV�JRRGZLOO�DQG�LQWDQJLEOH�DVVHWV�WKDW�KDYH�LQGHILQLWH�OLYHV�IRU�LPSDLUPHQW�LQ�LWV�
ILVFDO�IRXUWK�TXDUWHU�DQG�ZKHQ�HYHQWV�RU�FKDQJHV�LQ�FLUFXPVWDQFHV�LQGLFDWH�WKH�FDUU\LQJ�YDOXHV�RI�WKHVH�DVVHWV�PLJKW�H[FHHG
WKHLU�FXUUHQW�IDLU�YDOXHV��*RRGZLOO�DQG�LQGHILQLWH�OLYHG�LQWDQJLEOH�DVVHWV�DUH�WHVWHG�IRU�LPSDLUPHQW�E\�ILUVW�HYDOXDWLQJ�
TXDOLWDWLYH�IDFWRUV�WR�GHWHUPLQH�ZKHWKHU�LW�LV�PRUH�OLNHO\�WKDQ�QRW�WKDW�WKH�IDLU�YDOXH�RI�WKH�UHSRUWLQJ�XQLW�LV�OHVV�WKDQ�LWV
FDUU\LQJ�YDOXH� ,I�LW�LV�FRQFOXGHG�WKDW�WKLV�LV�WKH�FDVH��LW�LV�QHFHVVDU\�WR�SHUIRUP�WKH�FXUUHQWO\�SUHVFULEHG�TXDQWLWDWLYH�
LPSDLUPHQW�WHVW��2WKHUZLVH��WKH�TXDQWLWDWLYH�LPSDLUPHQW�WHVW�LV�QRW�UHTXLUHG��%DVHG�RQ�WKH�TXDOLWDWLYH�DVVHVVPHQWV�RI�JRRGZLOO�
DQG�LQWDQJLEOH�DVVHWV�WKDW�KDYH�LQGHILQLWH�OLYHV�SHUIRUPHG�E\�WKH�&RPSDQ\�LQ�LWV�UHVSHFWLYH�ILVFDO�IRXUWK�TXDUWHUV��WKHUH�ZDV�QR�
LQGLFDWRU�RI�LPSDLUPHQW�IRU�ILVFDO�\HDUV������������DQG�������

7KH�EDODQFHV�DQG�FKDQJHV�LQ�WKH�FDUU\LQJ�DPRXQW�RI�JRRGZLOO�DUH�DV�IROORZV�
%DODQFH�DV�RI�6HSWHPEHU�������� � �������
$FTXLVLWLRQ��� �����
)RUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQWV �����
%DODQFH�DV�RI�6HSWHPEHU�������� � �������
$FTXLVLWLRQ��� ������
3RVW�FORVLQJ�ZRUNLQJ�FDSLWDO�DGMXVWPHQW�IURP�DFTXLVLWLRQ�RI�'(&2�7RRO�6XSSO\�&R� ���
)RUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQWV �������
%DODQFH�DV�RI�6HSWHPEHU�������� � �������
��� $FTXLUHG�'(&2�7RRO�6XSSO\�&R���³'(&2´��LQ�-XO\��������
��� $FTXLUHG�$OO�,QWHJUDWHG�6ROXWLRQV��³$,6´��LQ�$SULO�������LQFOXGLQJ�SRVW�FORVLQJ�ZRUNLQJ�FDSLWDO�DGMXVWPHQW�RI���������



��

6HH�1RWH���³%XVLQHVV�&RPELQDWLRQV´�IRU�IXUWKHU�GLVFXVVLRQ�RQ�WKHVH�DFTXLVLWLRQV�

7KH�FRPSRQHQWV�RI�WKH�&RPSDQ\¶V�LQWDQJLEOH�DVVHWV�IRU�WKH�ILVFDO�\HDUV�HQGHG�6HSWHPEHU���������DQG�6HSWHPEHU����
�����DUH�DV�IROORZV�

)RU�WKH�)LVFDO�<HDUV�(QGHG
6HSWHPEHU�������� 6HSWHPEHU��������

:HLJKWHG�$YHUDJH�8VHIXO�
/LIH��LQ�\HDUV�

*URVV�&DUU\LQJ�
$PRXQW

$FFXPXODWHG�
$PRUWL]DWLRQ

*URVV�&DUU\LQJ�
$PRXQW

$FFXPXODWHG�
$PRUWL]DWLRQ

&XVWRPHU�5HODWLRQVKLSV � � �� � ������� � ��������� � ������� � ��������
&RQWUDFW�5LJKWV  �� ������ �������� ������ ��������
7UDGHPDUNV � � � ����� ������� ����� �������
7UDGHPDUNV ,QGHILQLWH ������ ² ������ ²
7RWDO � ������� � ��������� � ������� � ���������

)RU�WKH�ILVFDO�\HDU�HQGHG�6HSWHPEHU����������WKH�&RPSDQ\�UHFRUGHG�DSSUR[LPDWHO\�������� RI�LQWDQJLEOH�DVVHWV��
SULPDULO\�FRQVLVWLQJ�RI�WKH�DFTXLUHG�FXVWRPHU�UHODWLRQVKLSV�DQG�WUDGHPDUN�IURP�WKH�$,6�DFTXLVLWLRQ��6HH�1RWH���³%XVLQHVV�
&RPELQDWLRQV�´�'XULQJ�WKH�ILVFDO�\HDU�HQGHG�6HSWHPEHU����������DSSUR[LPDWHO\����� LQ�JURVV�LQWDQJLEOH�DVVHWV��DQG DQ\�
UHODWHG�DFFXPXODWHG�DPRUWL]DWLRQ��ZHUH�ZULWWHQ�RII�UHODWHG�WR�WUDGHPDUNV�WKDW�DUH�QR�ORQJHU�EHLQJ�XWLOL]HG��)RU�WKH�ILVFDO�\HDU�
HQGHG�6HSWHPEHU����������WKH�&RPSDQ\�UHFRUGHG�DSSUR[LPDWHO\�������� RI�LQWDQJLEOH�DVVHWV�FRQVLVWLQJ�RI�DFTXLUHG�
LQWDQJLEOH�DVVHWV�IURP�WKH�'(&2�DFTXLVLWLRQ�DQG�IURP�WKH�UHJLVWUDWLRQ�DQG�DSSOLFDWLRQ�RI�QHZ�WUDGHPDUNV��'XULQJ�WKH�ILVFDO�
\HDU�HQGHG�6HSWHPEHU����������DSSUR[LPDWHO\���� LQ�JURVV�LQWDQJLEOH�DVVHWV��DQG�DQ\�UHODWHG�DFFXPXODWHG�DPRUWL]DWLRQ��ZHUH�
ZULWWHQ�RII�UHODWHG�WR�WUDGHPDUNV�WKDW�DUH�QR�ORQJHU�EHLQJ�XWLOL]HG�

7KH�&RPSDQ\¶V�DPRUWL]DEOH�LQWDQJLEOH�DVVHWV�DUH�DPRUWL]HG�RQ�D�VWUDLJKW�OLQH�EDVLV��LQFOXGLQJ�FXVWRPHU�
UHODWLRQVKLSV��DV�LW�DSSUR[LPDWHV�FXVWRPHU�DWWULWLRQ�SDWWHUQV�DQG�EHVW�HVWLPDWHV�WKH�XVH�SDWWHUQ�RI�WKH DVVHW��$PRUWL]DWLRQ�
H[SHQVH�RI�WKH�&RPSDQ\¶V�LQWDQJLEOH�DVVHWV�ZDV������������������DQG�������� GXULQJ�ILVFDO�\HDUV�������������DQG�������
UHVSHFWLYHO\��(VWLPDWHG�DPRUWL]DWLRQ�H[SHQVH�IRU�HDFK�RI�WKH�ILYH�VXFFHHGLQJ�ILVFDO�\HDUV�LV�DV�IROORZV�
)LVFDO�<HDU
���� �������
���� ������
���� �����
���� �����
���� �����

Impairment of Long-Lived Assets

7KH�&RPSDQ\�SHULRGLFDOO\�HYDOXDWHV�WKH�QHW�UHDOL]DEOH�YDOXH�RI�ORQJ�OLYHG�DVVHWV��LQFOXGLQJ�GHILQLWH�OLYHG�LQWDQJLEOH�
DVVHWV�DQG�SURSHUW\�DQG�HTXLSPHQW��UHO\LQJ�RQ�D�QXPEHU�RI�IDFWRUV��LQFOXGLQJ�RSHUDWLQJ�UHVXOWV��EXVLQHVV�SODQV��HFRQRPLF�
SURMHFWLRQV��DQG�DQWLFLSDWHG�IXWXUH�FDVK�IORZV��,PSDLUPHQW�LV�DVVHVVHG�E\�HYDOXDWLQJ�WKH�HVWLPDWHG�XQGLVFRXQWHG�FDVK�IORZV�
RYHU�WKH�DVVHW¶V�UHPDLQLQJ�OLIH��,I�HVWLPDWHG�FDVK�IORZV�DUH�LQVXIILFLHQW�WR�UHFRYHU�WKH�LQYHVWPHQW��DQ�LPSDLUPHQW�ORVV�LV�
UHFRJQL]HG��1R LPSDLUPHQW�ORVV�ZDV�UHTXLUHG�WR�EH�UHFRUGHG�E\�WKH�&RPSDQ\�GXULQJ�ILVFDO�\HDUV������������DQG������

Deferred Catalog Costs

7KH�FRVWV�RI�SURGXFLQJ�DQG�GLVWULEXWLQJ�WKH�&RPSDQ\¶V�SULQFLSDO�FDWDORJV�DUH�GHIHUUHG�������� DQG������� DW�
6HSWHPEHU���������DQG�6HSWHPEHU����������UHVSHFWLYHO\��DQG�LQFOXGHG�LQ�RWKHU�DVVHWV�LQ�WKH�&RPSDQ\¶V�FRQVROLGDWHG�EDODQFH�
VKHHWV��7KHVH�FRVWV�DUH�FKDUJHG�WR�H[SHQVH�RYHU�WKH�SHULRG�WKDW�WKH�FDWDORJV�UHPDLQ�WKH�PRVW�FXUUHQW�VRXUFH�RI�VDOHV��ZKLFK�LV
W\SLFDOO\�RQH \HDU�RU�OHVV�IURP�WKH�GDWH�WKH�FDWDORJV�DUH�PDLOHG��7KH�FRVWV�DVVRFLDWHG�ZLWK�EURFKXUHV�DQG�FDWDORJ�VXSSOHPHQWV�
DUH�FKDUJHG�WR�H[SHQVH�DV�GLVWULEXWHG��7KH�WRWDO�DPRXQW�RI�DGYHUWLVLQJ�FRVWV��QHW�RI�FR�RSHUDWLYH�DGYHUWLVLQJ�LQFRPH�IURP�
YHQGRU�VSRQVRUHG�SURJUDPV��LQFOXGHG�LQ�RSHUDWLQJ�H[SHQVHV�LQ�WKH�FRQVROLGDWHG�VWDWHPHQWV�RI�LQFRPH�ZDV�DSSUR[LPDWHO\�
���������������� DQG�������� GXULQJ�WKH�ILVFDO�\HDUV�������������DQG�������UHVSHFWLYHO\�

Revenue Recognition

7KH�&RPSDQ\�UHFRJQL]HV�UHYHQXH�ZKHQ�SHUVXDVLYH�HYLGHQFH�RI�DQ�DUUDQJHPHQW�H[LVWV��GHOLYHU\�KDV�RFFXUUHG�RU�
VHUYLFHV�KDYH�EHHQ�UHQGHUHG��WKH�VDOHV�SULFH�LV�IL[HG�RU�GHWHUPLQDEOH��DQG�FROOHFWDELOLW\�LV�UHDVRQDEO\�DVVXUHG��,Q�PRVW�FDVHV��
WKHVH�FRQGLWLRQV�DUH�PHW�ZKHQ�WKH�SURGXFW�LV�VKLSSHG�WR�WKH�FXVWRPHU�RU�VHUYLFHV�KDYH�EHHQ�UHQGHUHG��,Q�FDVHV�ZKHUH�WKH�
SURGXFW�LV�VKLSSHG�GLUHFWO\�WR�WKH�FXVWRPHU��WKH�&RPSDQ\�UHFRJQL]HV�UHYHQXH�DW�WKH�WLPH�RI�VKLSPHQW�SULPDULO\�RQ�D�JURVV�
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EDVLV��7KH�&RPSDQ\¶V�VWDQGDUG�VKLSSLQJ�WHUPV�DUH�)2%�VKLSSLQJ�SRLQW��7KH�&RPSDQ\�UHSRUWV�LWV�VDOHV�QHW�RI�WKH�DPRXQW�RI�
DFWXDO�VDOHV�UHWXUQV�DQG�WKH�DPRXQW�RI�UHVHUYHV�HVWDEOLVKHG�IRU�DQWLFLSDWHG�VDOHV�UHWXUQV�EDVHG�XSRQ�KLVWRULFDO�UHWXUQ�UDWHV�
6DOHV�WD[�FROOHFWHG�IURP�FXVWRPHUV�LV�H[FOXGHG�IURP�QHW�VDOHV�LQ�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�VWDWHPHQWV�RI�LQFRPH�

Gross Profit

*URVV�SURILW�SULPDULO\�UHSUHVHQWV�WKH�GLIIHUHQFH�EHWZHHQ�WKH�VDOH�SULFH�WR�RXU�FXVWRPHUV�DQG�WKH�SURGXFW�FRVW�IURP�
RXU�VXSSOLHUV��QHW�RI�HDUQHG�UHEDWHV�DQG�GLVFRXQWV��LQFOXGLQJ�WKH�FRVW�RI�LQERXQG�IUHLJKW��7KH�FRVW�RI�RXWERXQG�IUHLJKW�
�LQFOXGLQJ�LQWHUQDO�WUDQVIHUV���SXUFKDVLQJ��UHFHLYLQJ�DQG�ZDUHKRXVLQJ�DUH�LQFOXGHG�LQ�RSHUDWLQJ�H[SHQVHV��7KH�&RPSDQ\¶V�
JURVV�SURILW�PD\�QRW�EH�FRPSDUDEOH�WR�WKRVH�RI�RWKHU�FRPSDQLHV��DV�RWKHU�FRPSDQLHV�PD\�LQFOXGH�DOO�WKH�FRVWV�UHODWHG�WR�WKHLU
GLVWULEXWLRQ�QHWZRUN�LQ FRVW�RI�VDOHV�

Vendor Consideration

7KH�&RPSDQ\�UHFRUGV�FDVK�FRQVLGHUDWLRQ�UHFHLYHG�IRU�DGYHUWLVLQJ�FRVWV�LQFXUUHG�WR�VHOO�WKH�YHQGRU¶V�SURGXFWV�DV�D�
UHGXFWLRQ�RI�WKH�&RPSDQ\¶V�DGYHUWLVLQJ�FRVWV�DQG�LV�UHIOHFWHG�LQ�RSHUDWLQJ�H[SHQVHV�LQ�WKH�FRQVROLGDWHG VWDWHPHQWV�RI�LQFRPH��
,Q�DGGLWLRQ��WKH�&RPSDQ\�UHFHLYHV�YROXPH�UHEDWHV�IURP�FHUWDLQ�YHQGRUV�EDVHG�RQ�FRQWUDFWXDO�DUUDQJHPHQWV�ZLWK�VXFK�
YHQGRUV��5HEDWHV�UHFHLYHG�IURP�WKHVH�YHQGRUV�DUH�UHFRJQL]HG�DV�D�UHGXFWLRQ�WR�WKH�FRVW�RI�JRRGV�VROG�LQ�WKH�FRQVROLGDWHG
VWDWHPHQWV�RI�LQFRPH�ZKHQ�WKH�LQYHQWRU\�LV�VROG�

Product Warranties

7KH�&RPSDQ\�JHQHUDOO\�RIIHUV�D�PD[LPXP�RQH�\HDU�ZDUUDQW\��LQFOXGLQJ�SDUWV�DQG�ODERU��IRU�FHUWDLQ�RI�LWV�SURGXFWV�
VROG��7KH�VSHFLILF�WHUPV�DQG�FRQGLWLRQV�RI�WKRVH�ZDUUDQWLHV�YDU\�GHSHQGLQJ�XSRQ�WKH�SURGXFW�VROG��7KH�&RPSDQ\�PD\�EH�DEOH�
WR�UHFRXS�VRPH�RI�WKHVH�FRVWV�WKURXJK�SURGXFW�ZDUUDQWLHV�LW�KROGV�ZLWK�LWV�RULJLQDO�HTXLSPHQW�PDQXIDFWXUHUV��ZKLFK�W\SLFDOO\�
UDQJH�IURP��� WR��� GD\V��,Q�JHQHUDO��PDQ\�RI�WKH�&RPSDQ\¶V�JHQHUDO�PHUFKDQGLVH�SURGXFWV�DUH�FRYHUHG�E\�WKLUG�SDUW\�
RULJLQDO�HTXLSPHQW�PDQXIDFWXUHUV¶�ZDUUDQWLHV��7KH�&RPSDQ\¶V�ZDUUDQW\�H[SHQVH�KDV�EHHQ�PLQLPDO�

Shipping and Handling Costs

7KH�&RPSDQ\�LQFOXGHV�VKLSSLQJ�DQG�KDQGOLQJ�IHHV�ELOOHG�WR�FXVWRPHUV�LQ�QHW�VDOHV�DQG�VKLSSLQJ��DQG�KDQGOLQJ�FRVWV�
DVVRFLDWHG�ZLWK�RXWERXQG�IUHLJKW�LQ�RSHUDWLQJ�H[SHQVHV�LQ�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�VWDWHPHQWV�RI�LQFRPH��7KH�VKLSSLQJ�
DQG�KDQGOLQJ�FRVWV�LQ�RSHUDWLQJ�H[SHQVHV�ZHUH�DSSUR[LPDWHO\���������������������DQG��������� GXULQJ�ILVFDO�\HDUV�������
������DQG�������UHVSHFWLYHO\�

Stock-Based Compensation

,Q�DFFRUGDQFH�ZLWK�$FFRXQWLQJ�6WDQGDUGV�&RGLILFDWLRQ �³$6&´��7RSLF������³&RPSHQVDWLRQ ² 6WRFN�
&RPSHQVDWLRQ´��³$6&����´���WKH�&RPSDQ\�HVWLPDWHV�WKH�IDLU�YDOXH�RI�VKDUH�EDVHG�SD\PHQW�DZDUGV�RQ�WKH�GDWH�RI�JUDQW��7KH�
YDOXH�RI�DZDUGV�WKDW�DUH�XOWLPDWHO\�H[SHFWHG�WR�YHVW�LV�UHFRJQL]HG�DV�DQ�H[SHQVH�RYHU�WKH�UHTXLVLWH�VHUYLFH�SHULRGV��7KH�IDLU�
YDOXH�RI�WKH�&RPSDQ\¶V�UHVWULFWHG�VWRFN�DZDUGV�DQG�XQLWV�LV�EDVHG�RQ�WKH�FORVLQJ�PDUNHW�SULFH�RI�WKH�&RPSDQ\¶V�FRPPRQ�
VWRFN�RQ�WKH�GDWH�RI�JUDQW��7KH�&RPSDQ\�HVWLPDWHV�WKH�IDLU�YDOXH�RI�VWRFN�RSWLRQV�JUDQWHG�XVLQJ�D�%ODFN�6FKROHV�RSWLRQ�
SULFLQJ�PRGHO��7KLV�PRGHO�UHTXLUHV�WKH�&RPSDQ\�WR�PDNH�HVWLPDWHV�DQG�DVVXPSWLRQV�ZLWK�UHVSHFW�WR�WKH�H[SHFWHG�WHUP�RI�WKH�
RSWLRQ��WKH�H[SHFWHG�YRODWLOLW\�RI�WKH�SULFH�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�DQG�WKH�H[SHFWHG�IRUIHLWXUH�UDWH��7KH�IDLU�YDOXH�LV�
WKHQ�DPRUWL]HG�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�WKH�UHTXLVLWH�VHUYLFH�SHULRGV�RI�WKH�DZDUGV��ZKLFK�LV�JHQHUDOO\�WKH�YHVWLQJ�SHULRG�

7KH�H[SHFWHG�WHUP�LV�EDVHG�RQ�WKH�KLVWRULFDO�H[HUFLVH�EHKDYLRU�RI�JUDQWHHV��DV�ZHOO�DV�WKH�FRQWUDFWXDO�OLIH�RI�WKH�
RSWLRQ�JUDQWV��7KH�H[SHFWHG�YRODWLOLW\�IDFWRU�LV�EDVHG�RQ�WKH�YRODWLOLW\�RI�WKH�&RPSDQ\
V�FRPPRQ�VWRFN�IRU�D�SHULRG�HTXDO�WR�
WKH�H[SHFWHG�WHUP�RI�WKH�VWRFN�RSWLRQ��,Q�DGGLWLRQ��IRUIHLWXUHV�RI�VKDUH�EDVHG�DZDUGV�DUH�HVWLPDWHG�DW�WKH�WLPH�RI�JUDQW�DQG�
UHYLVHG��LI QHFHVVDU\��LQ�VXEVHTXHQW�SHULRGV�LI�DFWXDO�IRUIHLWXUHV�GLIIHU�IURP�WKRVH�HVWLPDWHV��7KH�&RPSDQ\�XVHV�KLVWRULFDO�GDWD�
WR�HVWLPDWH�SUH�YHVWLQJ�RSWLRQ�DQG�UHVWULFWHG�VWRFN�DZDUG�DQG�XQLW�IRUIHLWXUHV�DQG�UHFRUGV�VWRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH�
RQO\�IRU�WKRVH DZDUGV�WKDW�DUH�H[SHFWHG�WR�YHVW����

,Q�ILVFDO�������WKH�&RPSDQ\�DGRSWHG�$FFRXQWLQJ�6WDQGDUGV�8SGDWH��³$68´�����������,PSURYHPHQWV�WR�(PSOR\HH�
6KDUH�%DVHG�3D\PHQW�$FFRXQWLQJ��ZKLFK�LQFOXGHV�SURYLVLRQV�LQWHQGHG�WR�VLPSOLI\�YDULRXV�DVSHFWV�UHODWHG�WR�KRZ�VKDUH�EDVHG�
SD\PHQWV�DUH�DFFRXQWHG�IRU�DQG�SUHVHQWHG�LQ�WKH�ILQDQFLDO�VWDWHPHQWV��



��

Share Repurchases and Treasury Stock

5HSXUFKDVHG�VKDUHV�PD\�EH�UHWLUHG�LPPHGLDWHO\�DQG�UHVXPH�WKH�VWDWXV�RI�DXWKRUL]HG�EXW�XQLVVXHG�VKDUHV�RU�PD\�EH�
KHOG�E\�WKH�&RPSDQ\�DV�WUHDVXU\�VWRFN��7KH�&RPSDQ\�DFFRXQWV�IRU�WUHDVXU\�VWRFN�XQGHU�WKH�FRVW�PHWKRG��XVLQJ�WKH�ILUVW�LQ��
ILUVW�RXW�IORZ�DVVXPSWLRQ��DQG�LV�LQFOXGHG�LQ�³&ODVV�$�WUHDVXU\�VWRFN��DW�FRVW´�RQ�WKH�DFFRPSDQ\LQJ�FRQVROLGDWHG�EDODQFH�
VKHHWV���:KHQ�WKH�&RPSDQ\�UHLVVXHV�WUHDVXU\�VWRFN��WKH�JDLQV�DUH�UHFRUGHG�LQ�DGGLWLRQDO�SDLG�LQ�FDSLWDO��³$3,&´���ZKLOH�WKH�
ORVVHV�DUH�UHFRUGHG�WR�$3,&�WR�WKH�H[WHQW�WKDW�WKH�SUHYLRXV�QHW�JDLQV�RQ�WKH�UHLVVXDQFH�RI�WUHDVXU\�VWRFN�DUH�DYDLODEOH�WR�RIIVHW�
WKH�ORVVHV���,I�WKH�ORVV�LV�ODUJHU�WKDQ�WKH�SUHYLRXV�JDLQV�DYDLODEOH��WKHQ�WKH�ORVV�LV�UHFRUGHG�WR�UHWDLQHG�HDUQLQJV���7KH�&RPSDQ\�
DFFRXQWV�IRU�UHSXUFKDVHG�VKDUHV�UHWLUHG�LPPHGLDWHO\�RU�WUHDVXU\�VWRFN�UHWLUHG�XQGHU�WKH�FRQVWUXFWLYH�UHWLUHPHQW�PHWKRG��:KHQ�
VKDUHV�DUH�UHWLUHG��WKH�SDU�YDOXH�RI�WKH�UHSXUFKDVHG�VKDUHV�LV�GHGXFWHG�IURP�FRPPRQ�VWRFN�DQG�WKH�H[FHVV�UHSXUFKDVH�SULFH�
RYHU�SDU�LV�GHGXFWHG�E\�DOORFDWLRQ�WR�ERWK�$3,&�DQG�UHWDLQHG�HDUQLQJV���7KH�DPRXQW�DOORFDWHG�WR�$3,&�LV�FDOFXODWHG�DV�WKH�
RULJLQDO�FRVW�RI�$3,&�SHU�VKDUH�RXWVWDQGLQJ�XVLQJ�WKH�ILUVW�LQ��ILUVW�RXW�IORZ�DVVXPSWLRQ�DQG�LV�DSSOLHG�WR�WKH�QXPEHU�RI�VKDUHV�
UHSXUFKDVHG���$Q\�UHPDLQLQJ�DPRXQW�LV�DOORFDWHG�WR�UHWDLQHG�HDUQLQJV��

Related Party Transactions

6WRFN�3XUFKDVH�$JUHHPHQWV

,Q�-XO\�������WKH�&RPSDQ\�DQQRXQFHG�WKDW�LQ�FRQQHFWLRQ�ZLWK�LWV�H[LVWLQJ�VKDUH�UHSXUFKDVH�DXWKRUL]DWLRQ��WKH�
&RPSDQ\�HQWHUHG�LQWR�D�VWRFN�SXUFKDVH�DJUHHPHQW�ZLWK�WKH�KROGHUV�RI�WKH�&RPSDQ\¶V�&ODVV�%�FRPPRQ�VWRFN�WR�SXUFKDVH�D�
SUR�UDWD�QXPEHU�RI�VKDUHV��VXFK�WKDW�WKHLU�DJJUHJDWH�SHUFHQWDJH�RZQHUVKLS�LQ�WKH�&RPSDQ\�ZRXOG�UHPDLQ�VXEVWDQWLDOO\�WKH�
VDPH��,Q�$XJXVW�������WKH�&RPSDQ\�SXUFKDVHG��� VKDUHV�RI�LWV�&ODVV�$�FRPPRQ�VWRFN�IURP�FHUWDLQ�RI�LWV�&ODVV�%�
VKDUHKROGHUV�DW�D�SXUFKDVH�SULFH�RI������� SHU�VKDUH��6HH�1RWH���³6KDUHKROGHUV¶�(TXLW\´�LQ�WKH�1RWHV�WR�WKH�&RQVROLGDWHG�
)LQDQFLDO�6WDWHPHQWV�IRU�PRUH�LQIRUPDWLRQ�DERXW�WKH�VWRFN�SXUFKDVH�

,Q�FRQQHFWLRQ�ZLWK�D�³PRGLILHG�'XWFK�DXFWLRQ´�WHQGHU�RIIHU�FRPPHQFHG�RQ�-XO\ ���������WKH�&RPSDQ\�SXUFKDVHG�DQ�
DJJUHJDWH�RI ����� VKDUHV�RI�LWV�&ODVV�$�FRPPRQ�VWRFN�SXUVXDQW�WR�D�VWRFN�SXUFKDVH�DJUHHPHQW�ZLWK�0LWFKHOO�-DFREVRQ��WKH�
&RPSDQ\¶V�&KDLUPDQ��KLV�VLVWHU��0DUMRULH�*HUVKZLQG�)LYHUVRQ��(ULN�*HUVKZLQG��WKH�&RPSDQ\¶V�3UHVLGHQW�DQG�&KLHI�
([HFXWLYH�2IILFHU��DQG�WZR�RWKHU�EHQHILFLDO�RZQHUV�RI�WKH�&RPSDQ\¶V�&ODVV�%�FRPPRQ�VWRFN��FROOHFWLYHO\��WKH�³6HOOHUV´��DW�D�
SXUFKDVH�SULFH�RI������� SHU�VKDUH��IRU�DQ�DJJUHJDWH�SXUFKDVH�SULFH�RI�DSSUR[LPDWHO\����������7KH�SXUFKDVH�SULFH�SHU�VKDUH�
SDLG�WR�WKH�6HOOHUV�SXUVXDQW�WR�WKH�6WRFN�3XUFKDVH�$JUHHPHQW�ZDV�HTXDO�WR�WKH�SXUFKDVH�SULFH�SHU�VKDUH�SDLG�WR�VKDUHKROGHUV�
ZKRVH�VKDUHV�ZHUH�SXUFKDVHG�LQ�WKH�&RPSDQ\¶V�WHQGHU�RIIHU�

,QIUDVWUXFWXUH�,QYHVWPHQWV

,Q�$XJXVW�������WKH�&RPSDQ\¶V�VXEVLGLDU\��6LG�7RRO�&R���,QF���FRPSOHWHG�D�WUDQVDFWLRQ�ZLWK�0LWFKPDU�$WODQWD�
3URSHUWLHV��,QF��WR�SXUFKDVH�WKH�&RPSDQ\¶V�$WODQWD�&)&�DQG�WKH�UHDO�SURSHUW\�RQ�ZKLFK�WKH�$WODQWD�&)&�LV�VLWXDWHG�IRU�D�
SXUFKDVH�SULFH�RI��������� 7KH�$WODQWD�&)&�KDG�SUHYLRXVO\�EHHQ�OHDVHG�VLQFH��������

Fair Value of Financial Instruments

7KH�FDUU\LQJ�YDOXHV�RI�WKH�&RPSDQ\¶V�ILQDQFLDO�LQVWUXPHQWV��LQFOXGLQJ�FDVK��UHFHLYDEOHV��DFFRXQWV�SD\DEOH�DQG�
DFFUXHG�OLDELOLWLHV��DSSUR[LPDWH�IDLU�YDOXH�EHFDXVH�RI�WKH�VKRUW�PDWXULW\�RI�WKHVH�LQVWUXPHQWV��,Q�DGGLWLRQ��EDVHG�RQ�ERUURZLQJ�
UDWHV�FXUUHQWO\�DYDLODEOH�WR�WKH�&RPSDQ\�IRU�ERUURZLQJV�ZLWK�VLPLODU�WHUPV��WKH�FDUU\LQJ�YDOXHV�RI�WKH�&RPSDQ\¶V�FDSLWDO�
OHDVH�REOLJDWLRQV�DOVR�DSSUR[LPDWH�IDLU�YDOXH��7KH�IDLU�YDOXH�RI�WKH�&RPSDQ\¶V�WD[DEOH�ERQGV�LV�HVWLPDWHG�EDVHG�RQ�
REVHUYDEOH�LQSXWV�LQ�QRQ�DFWLYH�PDUNHWV��8QGHU�WKLV�PHWKRG��WKH�&RPSDQ\¶V�IDLU�YDOXH�RI�WKH�WD[DEOH�ERQGV�ZDV�QRW�
VLJQLILFDQWO\�GLIIHUHQW�WKDQ�WKH�FDUU\LQJ�YDOXH�DW�6HSWHPEHU���������DQG�6HSWHPEHU��������� 7KH�IDLU�YDOXHV�RI�WKH�&RPSDQ\¶V�
ORQJ�WHUP�GHEW��LQFOXGLQJ�FXUUHQW�PDWXULWLHV��DUH HVWLPDWHG�EDVHG�RQ�TXRWHG�PDUNHW�SULFHV�IRU�WKH�VDPH�RU�VLPLODU�LVVXHV�RU�RQ�
FXUUHQW�UDWHV�RIIHUHG�WR�WKH�&RPSDQ\�IRU�GHEW�RI�WKH�VDPH�UHPDLQLQJ�PDWXULWLHV��8QGHU�WKLV�PHWKRG��WKH�&RPSDQ\¶V�IDLU�YDOXH�
RI�DQ\�ORQJ�WHUP�REOLJDWLRQV�ZDV�QRW�VLJQLILFDQWO\�GLIIHUHQW�WKDQ�WKH�FDUU\LQJ�YDOXHV�DW�6HSWHPEHU���������DQG�6HSWHPEHU����
�����

Foreign Currency

7KH�ORFDO�FXUUHQF\�LV�WKH�IXQFWLRQDO�FXUUHQF\�IRU�DOO�RI�06&¶V�RSHUDWLRQV�RXWVLGH�WKH�8QLWHG�6WDWHV��$VVHWV�DQG�
OLDELOLWLHV�RI�WKHVH�RSHUDWLRQV�DUH�WUDQVODWHG�WR 8�6��GROODUV�DW�WKH�H[FKDQJH�UDWH�LQ�HIIHFW�DW�WKH�HQG�RI�HDFK�SHULRG��,QFRPH�
VWDWHPHQW�DFFRXQWV�DUH�WUDQVODWHG�DW�WKH�DYHUDJH�H[FKDQJH�UDWH�SUHYDLOLQJ�GXULQJ�WKH�SHULRG��7UDQVODWLRQ�DGMXVWPHQWV�DULVLQJ�
IURP�WKH�XVH�RI�GLIIHULQJ�H[FKDQJH�UDWHV�IURP�SHULRG WR�SHULRG�DUH�LQFOXGHG�DV�D�FRPSRQHQW�RI�RWKHU�FRPSUHKHQVLYH�LQFRPH�
ZLWKLQ�VKDUHKROGHUV¶�HTXLW\��*DLQV�DQG�ORVVHV�IURP�IRUHLJQ�FXUUHQF\�WUDQVDFWLRQV�DUH�LQFOXGHG�LQ�QHW�LQFRPH�IRU�WKH�SHULRG�



��

Income Taxes

7KH�&RPSDQ\�KDV�HVWDEOLVKHG�GHIHUUHG�LQFRPH�WD[�DVVHWV�DQG�OLDELOLWLHV�IRU�WHPSRUDU\�GLIIHUHQFHV�EHWZHHQ�WKH�
ILQDQFLDO�UHSRUWLQJ�EDVHV�DQG�WKH�LQFRPH�WD[�EDVHV�RI�LWV�DVVHWV�DQG�OLDELOLWLHV�DW�HQDFWHG�WD[�UDWHV�H[SHFWHG�WR�EH�LQ�HIIHFW�
ZKHQ�VXFK�DVVHWV�RU�OLDELOLWLHV�DUH�UHDOL]HG�RU�VHWWOHG�SXUVXDQW�WR�WKH�SURYLVLRQV�RI�$6&�7RSLF������³,QFRPH�7D[HV´��ZKLFK�
SUHVFULEHV�D�FRPSUHKHQVLYH�PRGHO�IRU�WKH�ILQDQFLDO�VWDWHPHQW�UHFRJQLWLRQ��PHDVXUHPHQW��FODVVLILFDWLRQ��DQG�GLVFORVXUH�RI�
XQFHUWDLQ�WD[�SRVLWLRQV��)RU�WKRVH�EHQHILWV�WR�EH�UHFRJQL]HG��D�WD[�SRVLWLRQ�PXVW�EH�PRUH�OLNHO\�WKDQ�QRW�WR�EH�VXVWDLQHG�XSRQ�
H[DPLQDWLRQ�E\�WD[LQJ�DXWKRULWLHV��,Q�ILVFDO�������WKH�&RPSDQ\�DGRSWHG�$68����������%DODQFH�6KHHW�&ODVVLILFDWLRQ�RI�
'HIHUUHG�7D[HV��DQG�UHFODVVLILHG�DOO�FXUUHQW�GHIHUUHG�WD[HV�DQG�WKH�UHODWHG�YDOXDWLRQ�DOORZDQFHV�WR�QRQFXUUHQW�SRVLWLRQV�RQ�WKH�
&RQVROLGDWHG�%DODQFH�6KHHWV��7KH�DPRXQWV�RI�XQUHFRJQL]HG�WD[�EHQHILWV��H[FOXVLYH�RI�LQWHUHVW�DQG�SHQDOWLHV�WKDW�ZRXOG�DIIHFW�
WKH�HIIHFWLYH�WD[�UDWH��ZHUH������� DQG������� DV�RI�6HSWHPEHU���������DQG�6HSWHPEHU����������UHVSHFWLYHO\�

Comprehensive Income

&RPSUHKHQVLYH�LQFRPH�FRQVLVWV�RI�FRQVROLGDWHG�QHW�LQFRPH�DQG�IRUHLJQ�FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQWV���)RUHLJQ�
FXUUHQF\�WUDQVODWLRQ�DGMXVWPHQWV�LQFOXGHG�LQ�FRPSUHKHQVLYH�LQFRPH�ZHUH�QRW�WD[�HIIHFWHG�DV�LQYHVWPHQWV�LQ�LQWHUQDWLRQDO�
DIILOLDWHV�DUH�GHHPHG�WR�EH�SHUPDQHQW�

Geographic Regions

7KH�&RPSDQ\¶V�VDOHV�DQG�DVVHWV�DUH�SUHGRPLQDQWO\�JHQHUDWHG�IURP�8QLWHG�6WDWHV�ORFDWLRQV��)RU�ILVFDO�������8�.��
DQG�&DQDGLDQ�RSHUDWLRQV�UHSUHVHQWHG�DSSUR[LPDWHO\��� RI�WKH�&RPSDQ\¶V�FRQVROLGDWHG�QHW�VDOHV���

Segment Reporting

7KH�&RPSDQ\�XWLOL]HV�WKH�PDQDJHPHQW�DSSURDFK�IRU�VHJPHQW�GLVFORVXUH��ZKLFK�GHVLJQDWHV�WKH�LQWHUQDO�RUJDQL]DWLRQ�
WKDW�LV�XVHG�E\�PDQDJHPHQW�IRU�PDNLQJ�RSHUDWLQJ�GHFLVLRQV�DQG�DVVHVVLQJ�SHUIRUPDQFH�DV�WKH�VRXUFH�RI�RXU�UHSRUWDEOH�
VHJPHQWV���7KH�&RPSDQ\�RSHUDWHV�LQ�RQH�RSHUDWLQJ�DQG�UHSRUWDEOH�VHJPHQW�DV�D�GLVWULEXWRU�RI�PHWDOZRUNLQJ�DQG�052�
SURGXFWV�DQG�VHUYLFHV��7KH�&RPSDQ\¶V�FKLHI�RSHUDWLQJ�GHFLVLRQ�PDNHU��LWV�&KLHI�([HFXWLYH�2IILFHU��PDQDJHV�WKH�&RPSDQ\¶V�
RSHUDWLRQV�RQ�D�FRQVROLGDWHG�EDVLV�IRU�SXUSRVHV�RI�DOORFDWLQJ�UHVRXUFHV��6XEVWDQWLDOO\�DOO�RI�WKH�&RPSDQ\¶V�UHYHQXHV�DQG�
ORQJ�OLYHG�DVVHWV�DUH�LQ�WKH�8QLWHG�6WDWHV��7KH�&RPSDQ\�GRHV�QRW�GLVFORVH�UHYHQXH�LQIRUPDWLRQ�E\�SURGXFW�FDWHJRU\�DV�LW�LV�
LPSUDFWLFDEOH�WR�GR�VR�DV�D�UHVXOW�RI�LWV�QXPHURXV�SURGXFW�RIIHULQJV�DQG�WKH�PDQQHU�LQ�ZKLFK�LWV�EXVLQHVV�LV�PDQDJHG�

Business Combinations

7KH�&RPSDQ\�DFFRXQWV�IRU�EXVLQHVV�FRPELQDWLRQV�LQ�DFFRUGDQFH�ZLWK�$6&�7RSLF������³%XVLQHVV�&RPELQDWLRQV”
�³$6&����´���$6&�����HVWDEOLVKHG�SULQFLSOHV�DQG�UHTXLUHPHQWV�IRU�UHFRJQL]LQJ�WKH�WRWDO�FRQVLGHUDWLRQ�WUDQVIHUUHG�WR�DQG�WKH�
DVVHWV�DFTXLUHG��OLDELOLWLHV�DVVXPHG�DQG�DQ\�QRQ�FRQWUROOLQJ�LQWHUHVW�LQ�WKH�DFTXLUHG�WDUJHW�LQ�D�EXVLQHVV�FRPELQDWLRQ��$6&�
����DOVR�SURYLGHV�JXLGDQFH�IRU�UHFRJQL]LQJ�DQG�PHDVXULQJ�JRRGZLOO�DFTXLUHG�LQ�D�EXVLQHVV�FRPELQDWLRQ�DQG�UHTXLUHV�WKH�
DFTXLUHU�WR�GLVFORVH�LQIRUPDWLRQ�WKDW�XVHUV�PD\�QHHG�WR�HYDOXDWH�DQG�XQGHUVWDQG�WKH�ILQDQFLDO�LPSDFW�RI�WKH�EXVLQHVV�
FRPELQDWLRQ��6HH�1RWH���³%XVLQHVV�&RPELQDWLRQV´�IRU�IXUWKHU GLVFXVVLRQ�

Recently Adopted Accounting Pronouncements

6LPSOLI\LQJ�WKH�0HDVXUHPHQW�RI�,QYHQWRU\

,Q�-XO\�������WKH�)$6%�LVVXHG�LWV�ILQDO�VWDQGDUG�RQ�VLPSOLI\LQJ�WKH�PHDVXUHPHQW�RI�LQYHQWRU\��7KLV�VWDQGDUG��LVVXHG�
DV�$68����������UHTXLUHV�DQ�HQWLW\�WR�PHDVXUH�LQYHQWRU\�DW�WKH�ORZHU�RI�FRVW�DQG�QHW�UHDOL]DEOH�YDOXH��ZKLFK�FRQVLVWV�RI�WKH�
HVWLPDWHG�VHOOLQJ�SULFHV�LQ�WKH�RUGLQDU\�FRXUVH�RI�EXVLQHVV��OHVV�UHDVRQDEO\�SUHGLFWDEOH�FRVWV�RI�FRPSOHWLRQ��GLVSRVDO��DQG�
WUDQVSRUWDWLRQ��7KH�&RPSDQ\�DGRSWHG�$68���������GXULQJ�WKH�ILUVW�TXDUWHU�RI�ILVFDO������DQG�WKH�DGRSWLRQ�GLG�QRW�KDYH�DQ\�
LPSDFW�RQ�LWV�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV���

6KDUH�EDVHG�3D\PHQWV

,Q�0DUFK�������WKH�)$6%�LVVXHG�$68����������ZKLFK�LQFOXGHV�SURYLVLRQV�LQWHQGHG�WR�VLPSOLI\�YDULRXV�DVSHFWV�
UHODWHG�WR�KRZ�VKDUH�EDVHG�SD\PHQWV�DUH�DFFRXQWHG�IRU�DQG�SUHVHQWHG�LQ�WKH�ILQDQFLDO�VWDWHPHQWV���7KH�&RPSDQ\�HDUO\�
DGRSWHG�$68���������LQ�WKH�VHFRQG�TXDUWHU�RI�ILVFDO�������ZKLFK�UHTXLUHG�XV�WR�UHIOHFW�DQ\�DGMXVWPHQWV�DV�RI�6HSWHPEHU ���
������WKH�EHJLQQLQJ�RI�WKH�DQQXDO�SHULRG�WKDW�LQFOXGHV�WKH�LQWHULP�SHULRG�RI�DGRSWLRQ���3ULRU�ILVFDO�\HDU�SHULRGV�ZHUH�QRW�
UHWURVSHFWLYHO\�DGMXVWHG�



��

Accounting Pronouncements Not Yet Adopted

5HYHQXH�IURP�&RQWUDFWV�ZLWK�&XVWRPHUV

,Q�0D\�������WKH�)$6%�LVVXHG�LWV�ILQDO�VWDQGDUG�RQ�WKH�UHFRJQLWLRQ�RI�UHYHQXH�IURP�FRQWUDFWV�ZLWK�FXVWRPHUV��7KLV�
VWDQGDUG��LVVXHG�DV�$68����������RXWOLQHV�D�VLQJOH�FRPSUHKHQVLYH�PRGHO�IRU�HQWLWLHV�WR�XVH�LQ�WKH�DFFRXQWLQJ�IRU�UHYHQXH�
DULVLQJ�IURP�FRQWUDFWV�ZLWK�FXVWRPHUV�DQG�VXSHUVHGHV�PRVW�FXUUHQW�UHYHQXH�UHFRJQLWLRQ�JXLGDQFH��LQFOXGLQJ�LQGXVWU\�VSHFLILF�
JXLGDQFH��7KH�QHZ�VWDQGDUG�LV�HIIHFWLYH�IRU�WKH�&RPSDQ\�IRU�LWV�ILVFDO�\HDU�������LQFOXGLQJ�LQWHULP�SHULRGV��7KH�VWDQGDUG�
SHUPLWV�WKH�XVH�RI�HLWKHU�WKH�UHWURVSHFWLYH�RU�FXPXODWLYH�HIIHFW�WUDQVLWLRQ�PHWKRG��7KH�&RPSDQ\�FRPSOHWHG�WKH�SURFHVV�RI�
HYDOXDWLQJ�WKH�HIIHFW�RI�WKH�DGRSWLRQ�DQG�GHWHUPLQHG�WKHUH�ZHUH�QR�FKDQJHV�UHTXLUHG�WR�LWV�UHSRUWHG�UHYHQXHV�DV�D�UHVXOW�RI�WKH�
DGRSWLRQ��7KH�PDMRULW\�RI�LWV�UHYHQXH�DUUDQJHPHQWV�JHQHUDOO\�FRQVLVW�RI�D�VLQJOH�SHUIRUPDQFH�REOLJDWLRQ�WR�WUDQVIHU�SURPLVHG�
JRRGV�RU�VHUYLFHV��%DVHG�RQ�LWV�HYDOXDWLRQ�SURFHVV�DQG UHYLHZ�RI�LWV�FRQWUDFWV�ZLWK�FXVWRPHUV��WKH�WLPLQJ�DQG�DPRXQW�RI�
UHYHQXH�UHFRJQL]HG�EDVHG�RQ�WKH�QHZ�VWDQGDUG�LV�FRQVLVWHQW�ZLWK�LWV�UHYHQXH�UHFRJQLWLRQ�SROLF\�XQGHU�SUHYLRXV�JXLGDQFH��7KH�
&RPSDQ\�DGRSWHG�WKH�QHZ�VWDQGDUG�HIIHFWLYH�6HSWHPEHU����������XVLQJ�WKH�PRGLILHG�UHWURVSHFWLYH�DSSURDFK��DQG�ZLOO�H[SDQG�
LWV�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQW�GLVFORVXUHV�LQ�RUGHU�WR�FRPSO\�ZLWK�WKLV�VWDQGDUG��7KH�&RPSDQ\�KDV�GHWHUPLQHG�WKH�
DGRSWLRQ�RI�WKLV�QHZ�VWDQGDUG�ZLOO�QRW�KDYH�D�PDWHULDO�LPSDFW�RQ�LWV�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�

/HDVHV

,Q�)HEUXDU\�������WKH�)$6%�LVVXHG�LWV�ILQDO�VWDQGDUG�RQ�DFFRXQWLQJ�IRU�OHDVHV��7KLV�VWDQGDUG��LVVXHG�DV�$68������
����UHTXLUHV�WKDW�DQ�HQWLW\�WKDW�LV�D�OHVVHH�UHFRJQL]H�OHDVH�DVVHWV�DQG�OHDVH�OLDELOLWLHV�RQ�WKH�EDODQFH�VKHHW�DQG�GLVFORVH�NH\�
LQIRUPDWLRQ�DERXW�OHDVLQJ�DUUDQJHPHQWV��7KLV�VWDQGDUG�LV�HIIHFWLYH�IRU�ILVFDO�\HDUV�EHJLQQLQJ�DIWHU�'HFHPEHU�����������
LQFOXGLQJ�LQWHULP�SHULRGV�ZLWKLQ�WKRVH�ILVFDO�\HDUV��ZLWK�HDUOLHU�DSSOLFDWLRQ�SHUPLWWHG��7KH�QHZ�VWDQGDUG�LV�HIIHFWLYH�IRU�WKH�
&RPSDQ\�IRU�LWV�ILVFDO�\HDU�������7KH�&RPSDQ\�LV�FXUUHQWO\�HYDOXDWLQJ�WKLV�VWDQGDUG�WR�GHWHUPLQH�WKH�LPSDFW�RI�DGRSWLRQ�RQ�
LWV�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�

0HDVXUHPHQW�RI�&UHGLW�/RVVHV

,Q�-XQH�������WKH�)$6%�LVVXHG�LWV�ILQDO�VWDQGDUG�RQ�PHDVXUHPHQW�RI�FUHGLW�ORVVHV�RQ�ILQDQFLDO�LQVWUXPHQWV��7KLV�
VWDQGDUG��LVVXHG�DV�$68����������UHTXLUHV�WKDW�DQ�HQWLW\�PHDVXUH�LPSDLUPHQW�RI�FHUWDLQ�ILQDQFLDO�LQVWUXPHQWV��LQFOXGLQJ�WUDGH�
UHFHLYDEOHV��EDVHG�RQ�H[SHFWHG�ORVVHV�UDWKHU�WKDQ�LQFXUUHG�ORVVHV��7KLV�XSGDWH�LV�HIIHFWLYH�IRU�DQQXDO�DQG�LQWHULP�ILQDQFLDO�
VWDWHPHQW�SHULRGV�EHJLQQLQJ�DIWHU�'HFHPEHU�����������ZLWK�HDUO\�DGRSWLRQ�SHUPLWWHG�IRU�ILQDQFLDO�VWDWHPHQW�SHULRGV�
EHJLQQLQJ�DIWHU�'HFHPEHU�����������7KH�QHZ�VWDQGDUG�LV�HIIHFWLYH�IRU�WKH�&RPSDQ\�IRU�LWV�ILVFDO�\HDU�������7KH�&RPSDQ\�LV�
FXUUHQWO\�HYDOXDWLQJ�WKLV�VWDQGDUG�EXW�GRHV�QRW�H[SHFW�LW�WR�KDYH�D�PDWHULDO�LPSDFW�RQ�LWV�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�

*RRGZLOO�,PSDLUPHQW

,Q�-DQXDU\�������WKH�)$6%�LVVXHG�LWV�ILQDO�VWDQGDUG�RQ�VLPSOLI\LQJ�WKH�WHVW�IRU�JRRGZLOO�LPSDLUPHQW��7KLV�VWDQGDUG��
LVVXHG�DV�$68����������HOLPLQDWHV�WKH�VHFRQG�VWHS�IURP�WKH�JRRGZLOO�LPSDLUPHQW�WHVW�DQG�LQVWHDG�UHTXLUHV�DQ�HQWLW\�WR�
SHUIRUP�LWV�DQQXDO�RU�LQWHULP�JRRGZLOO�LPSDLUPHQW�WHVW�E\�FRPSDULQJ�WKH�IDLU�YDOXH�RI�D�UHSRUWLQJ�XQLW�ZLWK�LWV�FDUU\LQJ�
DPRXQW��$Q�LPSDLUPHQW�FKDUJH�ZRXOG�EH�UHFRJQL]HG�IRU�WKH�DPRXQW�E\�ZKLFK�WKH�FDUU\LQJ�DPRXQW�H[FHHGV�WKH�UHSRUWLQJ�
XQLW
V�IDLU�YDOXH��QRW�WR�H[FHHG�WKH�WRWDO�DPRXQW�RI�JRRGZLOO�DOORFDWHG�WR�WKDW�UHSRUWLQJ�XQLW��7KLV�XSGDWH�LV�HIIHFWLYH�IRU�DQQXDO�
RU�LQWHULP�JRRGZLOO�LPSDLUPHQW�WHVWV�LQ�ILVFDO�\HDUV�EHJLQQLQJ�DIWHU�'HFHPEHU�����������ZLWK�HDUO\�DGRSWLRQ�SHUPLWWHG��7KH�
QHZ�VWDQGDUG�LV�HIIHFWLYH�IRU�WKH�&RPSDQ\�IRU�LWV�ILVFDO�\HDU�������8SRQ�DGRSWLRQ��WKH�&RPSDQ\�ZLOO�DSSO\�WKLV�JXLGDQFH
SURVSHFWLYHO\�WR�LWV�DQQXDO�DQG�LQWHULP�JRRGZLOO�LPSDLUPHQW�WHVWV�DQG�GLVFORVH�WKH�FKDQJH�LQ�DFFRXQWLQJ�SULQFLSOH�

%XVLQHVV�&RPELQDWLRQV

,Q�-DQXDU\�������WKH�)$6%�LVVXHG�LWV�ILQDO�VWDQGDUG�RQ�FODULI\LQJ�WKH�GHILQLWLRQ�RI�D�EXVLQHVV�LQ�EXVLQHVV�
FRPELQDWLRQV��7KLV�VWDQGDUG��LVVXHG�DV�$68����������FODULILHV�WKH�GHILQLWLRQ�RI�D�EXVLQHVV�WR�DVVLVW�HQWLWLHV�ZLWK�HYDOXDWLQJ�
ZKHQ�D�VHW�RI�WUDQVIHUUHG�DVVHWV�DQG�DFWLYLWLHV�LV�FRQVLGHUHG�D�EXVLQHVV��7KH�DPHQGPHQW�LV�HIIHFWLYH�IRU�ILVFDO�\HDUV�EHJLQQLQJ�
DIWHU�'HFHPEHU�����������LQFOXGLQJ�LQWHULP�SHULRGV�ZLWKLQ�WKRVH�ILVFDO�\HDUV��7KH�QHZ�VWDQGDUG�LV�HIIHFWLYH�IRU�WKH�&RPSDQ\�
IRU�LWV�ILVFDO�\HDU�������7KH�DPHQGPHQWV�DUH�WR�EH�DSSOLHG�SURVSHFWLYHO\�WR�EXVLQHVV�FRPELQDWLRQV�WKDW�RFFXU�DIWHU�WKH�
HIIHFWLYH�GDWH��

2WKHU�SURQRXQFHPHQWV�LVVXHG�E\�WKH�)$6%�RU�RWKHU�DXWKRULWDWLYH�DFFRXQWLQJ�VWDQGDUGV�JURXSV�ZLWK�IXWXUH�HIIHFWLYH�
GDWHV�DUH�HLWKHU�QRW�DSSOLFDEOH�RU�DUH�QRW�H[SHFWHG�WR�EH�VLJQLILFDQW�WR�WKH�&RPSDQ\¶V�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�



��

Reclassifications

&HUWDLQ�RI�WKH�SULRU�\HDUV¶�&DVK�)ORZV�IURP�)LQDQFLQJ�$FWLYLWLHV�OLQH�LWHPV��%RUURZLQJV�XQGHU�ILQDQFLQJ�
REOLJDWLRQV��3D\PHQWV�RQ�FDSLWDO�OHDVH�DQG�ILQDQFLQJ�REOLJDWLRQV��DQG�&UHGLW�IDFLOLW\�ILQDQFLQJ�FRVWV��ZHUH�UHFODVVLILHG�LQWR�
³2WKHU��1HW´�ZLWKLQ�RXU�FRQVROLGDWHG�VWDWHPHQWV�RI�FDVK�IORZV�WR�FRQIRUP�WR�RXU�FXUUHQW�\HDU�SUHVHQWDWLRQ��7KHVH�
UHFODVVLILFDWLRQV�GLG�QRW�DIIHFW�WKH�WRWDO�DPRXQW�RI�&DVK�)ORZV�IURP�)LQDQFLQJ�$FWLYLWLHV�

���)$,5�9$/8(

)DLU�YDOXH DFFRXQWLQJ�VWDQGDUGV�GHILQH�IDLU�YDOXH�DV�WKH�SULFH�WKDW�ZRXOG�EH�UHFHLYHG�WR�VHOO�DQ�DVVHW�RU�SDLG�WR�
WUDQVIHU�D�OLDELOLW\�LQ�DQ�RUGHUO\�WUDQVDFWLRQ�EHWZHHQ�PDUNHW�SDUWLFLSDQWV�DW�WKH�PHDVXUHPHQW�GDWH��7KH�IROORZLQJ�IDLU�YDOXH�
KLHUDUFK\�SULRULWL]HV�WKH�LQSXWV�XVHG�WR�PHDVXUH�IDLU�YDOXH�LQWR�WKUHH�OHYHOV��ZLWK�/HYHO���EHLQJ�RI�WKH�KLJKHVW�SULRULW\��7KH
WKUHH�OHYHOV�RI�LQSXWV�XVHG�WR�PHDVXUH�IDLU�YDOXH�DUH�DV�IROORZV�

/HYHO �²2EVHUYDEOH�LQSXWV�WKDW�UHIOHFW�TXRWHG�SULFHV��XQDGMXVWHG��IRU�LGHQWLFDO�DVVHWV�RU�OLDELOLWLHV�LQ�DFWLYH�
PDUNHWV�

/HYHO �²,QFOXGH�RWKHU�LQSXWV�WKDW�DUH�GLUHFWO\�RU�LQGLUHFWO\�REVHUYDEOH�LQ�WKH�PDUNHWSODFH�

/HYHO �²8QREVHUYDEOH�LQSXWV�ZKLFK�DUH�VXSSRUWHG�E\�OLWWOH�RU�QR�PDUNHW DFWLYLW\�

$V�RI 6HSWHPEHU���������DQG�6HSWHPEHU��������� WKH�&RPSDQ\�GLG�QRW�KDYH�DQ\�FDVK�HTXLYDOHQWV���

,Q�FRQQHFWLRQ�ZLWK�WKH�FRQVWUXFWLRQ�RI�WKH�&RPSDQ\¶V�FXVWRPHU�IXOILOOPHQW�FHQWHU�LQ�&ROXPEXV��2KLR��WKH�&RPSDQ\�
HQWHUHG�LQWR�DQ�DUUDQJHPHQW�GXULQJ�ILVFDO������ZLWK�WKH�&ROXPEXV�)UDQNOLQ�&RXQW\�)LQDQFH�$XWKRULW\��³)LQDQFH�$XWKRULW\´��
ZKLFK�SURYLGHV�VDYLQJV�RQ�VWDWH�DQG�ORFDO�VDOHV�WD[HV�LPSRVHG�RQ�FRQVWUXFWLRQ�PDWHULDOV�WR�HQWLWLHV�WKDW�ILQDQFH�WKH�
WUDQVDFWLRQV�WKURXJK�WKHP��8QGHU�WKLV�DUUDQJHPHQW� WKH�)LQDQFH�$XWKRULW\�LVVXHG�WD[DEOH�ERQGV�WR�ILQDQFH�WKH�VWUXFWXUH�DQG�
VLWH�LPSURYHPHQWV�RI�WKH�&RPSDQ\¶V�FXVWRPHU�IXOILOOPHQW�FHQWHU��7KH�ERQGV��������� DW�ERWK�6HSWHPEHU���������DQG�
6HSWHPEHU����������DUH�FODVVLILHG�DV�DYDLODEOH�IRU�VDOH�VHFXULWLHV�LQ�DFFRUGDQFH�ZLWK�$6&�7RSLF������7KH�VHFXULWLHV�DUH�
UHFRUGHG�DW�IDLU�YDOXH�LQ�2WKHU�DVVHWV�LQ�WKH�&RQVROLGDWHG�%DODQFH�6KHHW��7KH�IDLU�YDOXHV�RI�WKHVH�VHFXULWLHV�DUH�EDVHG�RQ�
REVHUYDEOH�LQSXWV�LQ�QRQ�DFWLYH�PDUNHWV��ZKLFK�DUH�WKHUHIRUH�FODVVLILHG�DV�/HYHO���LQ�WKH�KLHUDUFK\��7KH�&RPSDQ\�GLG�QRW�
UHFRUG�DQ\�JDLQV�RU�ORVVHV�RQ�WKHVH�VHFXULWLHV�GXULQJ�ILVFDO�\HDU�������7KH�RXWVWDQGLQJ�SULQFLSDO�DPRXQW�RI�HDFK�ERQG�EHDUV�
LQWHUHVW�DW�WKH�UDWH�RI ���� SHU�\HDU��,QWHUHVW�LV�SD\DEOH�RQ�D�VHPLDQQXDO�EDVLV�LQ�DUUHDUV�RQ�HDFK�LQWHUHVW�SD\PHQW�GDWH�

,Q�DGGLWLRQ��EDVHG�RQ�ERUURZLQJ�UDWHV�FXUUHQWO\�DYDLODEOH�WR�WKH�&RPSDQ\�IRU�ERUURZLQJV�ZLWK�VLPLODU�WHUPV��WKH�
FDUU\LQJ�YDOXHV�RI�WKH�&RPSDQ\¶V�FDSLWDO�OHDVH�REOLJDWLRQV�DOVR�DSSUR[LPDWH�IDLU�YDOXH��7KH�IDLU�YDOXH�RI�WKH�&RPSDQ\¶V�
VKRUW�WHUP�DQG�ORQJ�WHUP�GHEW�LV�HVWLPDWHG�EDVHG�RQ�TXRWHG�PDUNHW�SULFHV�IRU�WKH�VDPH�RU�VLPLODU�LVVXHV�RU�RQ�FXUUHQW�UDWHV�
RIIHUHG�WR�WKH�&RPSDQ\�IRU�GHEW�RI�WKH�VDPH�UHPDLQLQJ�PDWXULWLHV��7KH�FDUU\LQJ�DPRXQW�RI�WKH�&RPSDQ\¶V�GHEW�DW�6HSWHPEHU�
��������DSSUR[LPDWHV�LWV�IDLU�YDOXH��

7KH�&RPSDQ\¶V�ILQDQFLDO�LQVWUXPHQWV��RWKHU�WKDQ�WKRVH�SUHVHQWHG�LQ�WKH�GLVFORVXUH�DERYH��LQFOXGH�FDVK��UHFHLYDEOHV��
DFFRXQWV�SD\DEOH��DQG�DFFUXHG�OLDELOLWLHV��0DQDJHPHQW�EHOLHYHV�WKH�FDUU\LQJ�DPRXQWV�RI�WKH�DIRUHPHQWLRQHG�ILQDQFLDO�
LQVWUXPHQWV�DUH UHDVRQDEOH�HVWLPDWHV RI�IDLU�YDOXH�DV�RI�6HSWHPEHU���������DQG�6HSWHPEHU���������GXH�WR�WKH�VKRUW�WHUP�
PDWXULW\�RI�WKHVH�LWHPV��

'XULQJ�WKH�ILVFDO�\HDUV�HQGHG 6HSWHPEHU���������DQG�6HSWHPEHU����������WKH�&RPSDQ\�KDG�QR PHDVXUHPHQWV�RI�
QRQ�ILQDQFLDO�DVVHWV�RU�OLDELOLWLHV�DW�IDLU�YDOXH�RQ�D�QRQ�UHFXUULQJ�EDVLV�VXEVHTXHQW�WR�WKHLU�LQLWLDO�UHFRJQLWLRQ�

���1(7�,1&20(�3(5�6+$5(

7KH�&RPSDQ\¶V�QRQ�YHVWHG�UHVWULFWHG�VWRFN�DZDUGV�FRQWDLQ�QRQ�IRUIHLWDEOH�ULJKWV�WR�GLYLGHQGV�DQG�PHHW�WKH�FULWHULD�
RI�D�SDUWLFLSDWLQJ�VHFXULW\�DV�GHILQHG�E\�$6&�7RSLF������³(DUQLQJV�3HU�6KDUH´��8QGHU�WKH�WZR�FODVV�PHWKRG��QHW�LQFRPH�SHU�
VKDUH�LV�FRPSXWHG�E\�GLYLGLQJ�QHW�LQFRPH�DOORFDWHG�WR�FRPPRQ�VKDUHKROGHUV�E\�WKH�ZHLJKWHG�DYHUDJH�QXPEHU�RI�FRPPRQ�
VKDUHV�RXWVWDQGLQJ�IRU�WKH�SHULRG���,Q�DSSO\LQJ�WKH�WZR�FODVV�PHWKRG��QHW�LQFRPH�LV�DOORFDWHG�WR�ERWK�FRPPRQ�VKDUHV�DQG�
SDUWLFLSDWLQJ�VHFXULWLHV�EDVHG�RQ�WKHLU�UHVSHFWLYH�ZHLJKWHG�DYHUDJH�VKDUHV�RXWVWDQGLQJ�IRU�WKH�SHULRG���



��

7KH�IROORZLQJ�WDEOH�VHWV�IRUWK�WKH�FRPSXWDWLRQ�RI�EDVLF�DQG�GLOXWHG�QHW�LQFRPH�SHU�FRPPRQ�VKDUH�XQGHU�WKH�WZR�
FODVV�PHWKRG IRU�WKH�ILVFDO�\HDUV�HQGHG�6HSWHPEHU����������6HSWHPEHU���������DQG�6HSWHPEHU����������UHVSHFWLYHO\�

)RU�WKH�)LVFDO�<HDUV�(QGHG
6HSWHPEHU��� 6HSWHPEHU��� 6HSWHPEHU���

���� ���� ����
����ZHHNV� ����ZHHNV� ����ZHHNV�

1HW�LQFRPH�DV�UHSRUWHG � ������� � ������� � �������
/HVV��'LVWULEXWHG�QHW�LQFRPH�DYDLODEOH�WR�SDUWLFLSDWLQJ�VHFXULWLHV ���� ����� �����
/HVV��8QGLVWULEXWHG�QHW�LQFRPH�DYDLODEOH�WR�SDUWLFLSDWLQJ�VHFXULWLHV ����� ����� �����

1XPHUDWRU�IRU�EDVLF�QHW�LQFRPH�SHU�VKDUH�
8QGLVWULEXWHG�DQG�GLVWULEXWHG�QHW�LQFRPH�DYDLODEOH�WR�FRPPRQ�VKDUHKROGHUV� � ������� � ������� � �������
$GG��8QGLVWULEXWHG�QHW�LQFRPH�DOORFDWHG�WR�SDUWLFLSDWLQJ�VHFXULWLHV ��� ��� ���
/HVV��8QGLVWULEXWHG�QHW�LQFRPH�UHDOORFDWHG�WR�SDUWLFLSDWLQJ�VHFXULWLHV ����� ����� �����

1XPHUDWRU�IRU�GLOXWHG�QHW�LQFRPH�SHU�VKDUH�
8QGLVWULEXWHG�DQG�GLVWULEXWHG�QHW�LQFRPH�DYDLODEOH�WR�FRPPRQ�VKDUHKROGHUV � ������� � ������� � �������
�����

'HQRPLQDWRU�
:HLJKWHG�DYHUDJH�VKDUHV�RXWVWDQGLQJ�IRU�EDVLF�QHW�LQFRPH�SHU�VKDUH ������ ������ ������
(IIHFW�RI�GLOXWLYH�VHFXULWLHV ��� ��� ���
:HLJKWHG�DYHUDJH�VKDUHV�RXWVWDQGLQJ�IRU�GLOXWHG�QHW�LQFRPH�SHU�VKDUH ������ ������ ������

1HW�LQFRPH�SHU�VKDUH�WZR�FODVV�PHWKRG�
%DVLF � ���� � ���� � ����
'LOXWHG � ���� � ���� � ����
          
3RWHQWLDOO\�GLOXWLYH�VHFXULWLHV   ���   ²  ���

3RWHQWLDOO\�GLOXWLYH�VHFXULWLHV�DWWULEXWDEOH�WR�RXWVWDQGLQJ�VWRFN�RSWLRQV�DQG�UHVWULFWHG�VWRFN�XQLWV�DUH�H[FOXGHG�IURP�
WKH�FDOFXODWLRQ�RI�GLOXWHG�HDUQLQJV�SHU�VKDUH�ZKHUH�WKH�FRPELQHG�H[HUFLVH�SULFH�DQG�DYHUDJH�XQDPRUWL]HG�IDLU�YDOXH�DUH�
JUHDWHU�WKDQ�WKH�DYHUDJH�PDUNHW�SULFH�RI�06&�FRPPRQ�VWRFN��DQG�WKHUHIRUH�WKHLU�LQFOXVLRQ�ZRXOG�EH�DQWL�GLOXWLYH��3ULRU�WR�WKH�
DGRSWLRQ�RI�$68���������&RPSHQVDWLRQ²6WRFN�&RPSHQVDWLRQ��7RSLF�������,PSURYHPHQWV�WR�(PSOR\HH�6KDUH�%DVHG�
3D\PHQW�$FFRXQWLQJ�LQ�WKH�VHFRQG�TXDUWHU�RI�ILVFDO�������WKH�DVVXPHG�WD[�EHQHILWV�XSRQ�WKH�H[HUFLVH�RI�RSWLRQV�DQG�YHVWLQJ�
RI�UHVWULFWHG�VWRFN�XQLWV�ZHUH�DOVR�LQFOXGHG�LQ�WKLV�FDOFXODWLRQ�

���%86,1(66�&20%,1$7,216

$FTXLVLWLRQ�RI�$,6

2Q�$SULO�����������WKH�&RPSDQ\�DFTXLUHG����� RI�WKH�RXWVWDQGLQJ�VKDUHV�RI�SULYDWHO\�KHOG�$FFXUDWH�+ROGLQJ��,QF���
D�KROGLQJ�FRPSDQ\�ZKRVH�VXEVLGLDULHV�GR�EXVLQHVV�XQGHU�WKH�QDPH $,6��$,6�LV�D�OHDGLQJ�YDOXH�DGGHG�GLVWULEXWRU�RI�LQGXVWULDO�
IDVWHQHUV�DQG�FRPSRQHQWV��052�VXSSOLHV�DQG�DVVHPEO\�WRROV� KHDGTXDUWHUHG�LQ�)UDQNVYLOOH��:LVFRQVLQ��7RWDO�FDVK�
FRQVLGHUDWLRQ�SDLG�ZDV����������ZKLFK�LQFOXGHG�D�SRVW�FORVLQJ�ZRUNLQJ�FDSLWDO�DGMXVWPHQW�LQ�WKH�DPRXQW�RI���������ZKLFK�
ZDV�SDLG�RXW�LQ�$XJXVW�������7KH�DFTXLVLWLRQ�ZDV�IXQGHG�IURP�DYDLODEOH�FDVK�UHVRXUFHV�DQG�ERUURZLQJV�XQGHU�WKH�&UHGLW�
)DFLOLW\��

$,6�GHOLYHUV�SURGXFWLRQ�IDVWHQHUV�DQG�FXVWRP�WRRO�DQG�IDVWHQHU�VROXWLRQV�IRU�XVH�LQ�WKH�DVVHPEO\�RI�PDQXIDFWXUHG�
FRPPHUFLDO�DQG�FRQVXPHU�SURGXFWV� VHUYLQJ�FXVWRPHUV�SULPDULO\�LQ�WKH�0LGZHVW�UHJLRQ��7KH�&RPSDQ\�SODQV�WR�SURYLGH�
$,6¶V�FXVWRPHU�EDVH�DFFHVV�WR�LWV�SURGXFW�SRUWIROLR�WR�VXSSRUW�WKHLU�IXOO�PHWDOZRUNLQJ�DQG�052�QHHGV��6LPLODUO\��WKH�
&RPSDQ\�ZLOO�H[WHQG�$,6
V�SURGXFWLRQ�IDVWHQHU�DQG�90, VROXWLRQV WR�LWV�PDQXIDFWXULQJ�FXVWRPHUV��

1RQ�UHFXUULQJ�WUDQVDFWLRQ�DQG�LQWHJUDWLRQ�FRVWV�WRWDOLQJ����� DUH�LQFOXGHG�LQ�WKH�&RPSDQ\¶V�FRQGHQVHG�FRQVROLGDWHG�
VWDWHPHQW�RI�LQFRPH�DV�RSHUDWLQJ�H[SHQVHV�IRU�ILVFDO�������



��

$V�UHTXLUHG�E\�$6& 7RSLF ��������WKH�&RPSDQ\�DOORFDWHG�WKH�SXUFKDVH�SULFH�WR�DVVHWV�DQG�OLDELOLWLHV�EDVHG�RQ�WKHLU�
HVWLPDWHG�IDLU�YDOXH�DW�WKH�DFTXLVLWLRQ�GDWH��'XULQJ�WKH�IRXUWK�TXDUWHU�RI�ILVFDO�������WKH�&RPSDQ\�LGHQWLILHG�D�PHDVXUHPHQW�
SHULRG�DGMXVWPHQW�WKDW�LPSDFWHG�WKH�HVWLPDWHG�IDLU�YDOXH�RI�WKH�$,6�DVVHWV�DQG�OLDELOLWLHV�DVVXPHG�RQ�$SULO����������DV�D�
UHVXOW�RI�QHZ�LQIRUPDWLRQ�REWDLQHG�DERXW�WKH�IDFWV�DQG�FLUFXPVWDQFHV�WKDW�H[LVWHG�DV�RI�WKH�FORVLQJ�GDWH��7KH�WDEOH�EHORZ��
ZKLFK�VXPPDUL]HV�WKH�DOORFDWLRQ�RI�WKH�SXUFKDVH�SULFH�IRU�WKH�DFTXLVLWLRQ�RI�$,6�RQ�$SULO�����������KDV�EHHQ�XSGDWHG�WR�
UHIOHFW�WKLV�PHDVXUHPHQW�SHULRG�DGMXVWPHQW��7KH�WRWDO�PHDVXUHPHQW�SHULRG�DGMXVWPHQWV�UHVXOWHG�LQ�DQ�LQFUHDVH�WR�WKH�GHIHUUHG�
WD[�OLDELOLW\�RI������� DQG�D�FRUUHVSRQGLQJ�LQFUHDVH�LQ�JRRGZLOO�RI���������7KLV�FKDQJH�WR�WKH�SURYLVLRQDO�DPRXQWV�RI�IDLU�
YDOXH�RI�WKH�DVVHWV�DQG�OLDELOLWLHV�DVVXPHG�KDG�QR�LPSDFW�RQ�WKH�&RQVROLGDWHG�6WDWHPHQW�RI�,QFRPH�IRU�WKH�\HDU�HQGHG�
6HSWHPEHU����������7KH�&RPSDQ\¶V�SXUFKDVH�DFFRXQWLQJ�DV�RI�6HSWHPEHU���������LV�SUHOLPLQDU\�SHQGLQJ ILQDO�YDOXDWLRQ�WR�
WKH�SXUFKDVH�SULFH�

7KH�SXUFKDVH�SULFH�DOORFDWLRQ�LV�VXPPDUL]HG�LQ�WKH�IROORZLQJ�WDEOH�
&DVK � �����
,QYHQWRULHV ������
$FFRXQWV�UHFHLYDEOH �����
3UHSDLG�H[SHQVHV�DQG�RWKHU�FXUUHQW�DVVHWV �����
,GHQWLILDEOH�LQWDQJLEOHV ������
*RRGZLOO ������
3URSHUW\��SODQW�DQG�HTXLSPHQW �����
2WKHU�DVVHWV ���
7RWDO�DVVHWV�DFTXLUHG � �������
$FFRXQWV�SD\DEOH� �����
$FFUXHG�OLDELOLWLHV �����
'HIHUUHG�LQFRPH�WD[HV�DQG�WD[�XQFHUWDLQWLHV� �����
7RWDO�OLDELOLWLHV�DVVXPHG � ������
1HW�DVVHWV�DFTXLUHG � ������

$FTXLUHG�LQWDQJLEOH�DVVHWV�ZLWK�D�IDLU�YDOXH�RI�������� FRQVLVWHG�RI�FXVWRPHU�UHODWLRQVKLSV�RI�������� ZLWK�D�XVHIXO�
OLIH�RI��� \HDUV�DQG�D�WUDGHPDUN�RI������� ZLWK�D�XVHIXO�OLIH�RI�ILYH \HDUV��7KH�JRRGZLOO�DPRXQW�RI�������� UHSUHVHQWV�WKH�
H[FHVV�RI�WKH�SXUFKDVH�SULFH�RYHU�WKH�IDLU�YDOXH�RI�WKH�QHW�WDQJLEOH�DQG�LQWDQJLEOH�DVVHWV�DFTXLUHG��7KH�SULPDU\�LWHPV�WKDW�
JHQHUDWHG�WKH�JRRGZLOO�ZHUH�WKH�SUHPLXPV�SDLG�E\�WKH�&RPSDQ\�IRU�WKH�ULJKW WR�FRQWURO�WKH�EXVLQHVV�DFTXLUHG�DQG�EHQHILW�
IURP�DGGLQJ�D�KLJKO\�FRPSOHPHQWDU\�SURYLGHU�RI�SURGXFWLRQ�IDVWHQHUV�DQG�FXVWRP�WRRO�DQG�IDVWHQHU�VROXWLRQV�DQG�VHUYLFHV�
ZLWK�DQ�H[SHULHQFHG�ILHOG�VDOHV�IRUFH�DQG�90,�VROXWLRQ��7KLV�JRRGZLOO�ZLOO�QRW�EH�DPRUWL]HG�DQG�ZLOO�EH�LQFOXGHG�LQ�WKH�
&RPSDQ\¶V�SHULRGLF�WHVW�IRU�LPSDLUPHQW�DW�OHDVW�DQQXDOO\��7KH�DPRXQW�RI�JRRGZLOO�GHGXFWLEOH�IRU�WD[�SXUSRVHV�LV���������

7KH�DPRXQW�RI�UHYHQXH�DQG�ORVV�EHIRUH�SURYLVLRQ�IRU�LQFRPH�WD[HV�IURP�$,6�LQFOXGHG�LQ�WKH�FRQGHQVHG�FRQVROLGDWHG�
VWDWHPHQWV�RI�LQFRPH�IRU�ILVFDO������ZDV�������� DQG�����������UHVSHFWLYHO\�

$FTXLVLWLRQ�RI�'(&2

2Q�-XO\�����������WKH�&RPSDQ\�DFTXLUHG�FHUWDLQ�DVVHWV�DQG�DVVXPHG�FHUWDLQ�OLDELOLWLHV�RI�'(&2��DQ�LQGXVWULDO�VXSSO\�
GLVWULEXWRU�EDVHG�LQ�'DYHQSRUW��,RZD���7KH�FDVK�SXUFKDVH�SULFH�IRU�WKH�FRPELQHG�DFTXLVLWLRQ�RI�WKH�'(&2�EXVLQHVV�DQG�UHDO�
SURSHUW\�ZDV����������ZKLFK�LQFOXGHG�D�SRVW�FORVLQJ�ZRUNLQJ�FDSLWDO�DGMXVWPHQW�LQ�WKH�DPRXQW�RI�������ZKLFK�ZDV�SDLG�RXW�
LQ�2FWREHU�������

7KH�DFTXLVLWLRQV�RI�$,6�DQG�'(&2�ZHUH�DFFRXQWHG�IRU�DV�EXVLQHVV�SXUFKDVHV�SXUVXDQW�WR�$6&������7KH�UHVXOWV�RI�
RSHUDWLRQV�IRU�$,6�DQG�'(&2�KDYH�EHHQ�LQFOXGHG�LQ�RXU�FRQVROLGDWHG�ILQDQFLDO�VWDWHPHQWV�IURP�WKH�UHVSHFWLYH�GDWHV�RI�
DFTXLVLWLRQ�



��
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7KH�IROORZLQJ�LV�D�VXPPDU\�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW�DQG�WKH�HVWLPDWHG�XVHIXO�OLYHV�XVHG�LQ�WKH�FRPSXWDWLRQ�
RI�GHSUHFLDWLRQ�DQG�DPRUWL]DWLRQ�

6HSWHPEHU��� 6HSWHPEHU���
1XPEHU�RI�<HDUV ���� ����

/DQG ² � ������ � ������
%XLOGLQJ�DQG�LPSURYHPHQWV � � �� ������� �������
/HDVHKROG�LPSURYHPHQWV 7KH�OHVVHU�RI�OHDVH�WHUP�RU�� ����� �����
)XUQLWXUH��IL[WXUHV�DQG�HTXLSPHQW � � �� ������� �������
&RPSXWHU�V\VWHPV��HTXLSPHQW�DQG�VRIWZDUH � � � ������� �������
�� �� ������� �������
/HVV��DFFXPXODWHG�GHSUHFLDWLRQ�DQG�DPRUWL]DWLRQ ������� �������
7RWDO � ������� � �������

7KH�DPRXQW�RI�FDSLWDOL]HG�LQWHUHVW��QHW�RI�DFFXPXODWHG�DPRUWL]DWLRQ��LQFOXGHG�LQ�SURSHUW\��SODQW�DQG�HTXLSPHQW�ZDV�
���� DQG����� DW�6HSWHPEHU���������DQG�6HSWHPEHU����������UHVSHFWLYHO\��'HSUHFLDWLRQ�H[SHQVH�ZDV����������������� DQG�
������� IRU�WKH�ILVFDO�\HDUV�HQGHG�6HSWHPEHU����������6HSWHPEHU����������DQG�6HSWHPEHU����������UHVSHFWLYHO\�

���,1&20(�7$;(6

7KH�SURYLVLRQ�IRU�LQFRPH�WD[HV�LV�FRPSULVHG�RI�WKH�IROORZLQJ�
)RU�WKH�)LVFDO�<HDUV�(QGHG

6HSWHPEHU��� 6HSWHPEHU��� 6HSWHPEHU���

 ���� ����  ����
&XUUHQW�  �� �� ��
)HGHUDO � ������  � �������  � �������
6WDWH�DQG�ORFDO  ������  ������  ������

��  �������  �������  �������
'HIHUUHG� �� �� ��
)HGHUDO  ��������  ������  ������
6WDWH�DQG�ORFDO  �����  �����  �����

�� ��������  ������  ������
7RWDO  � ������  � �������  � �������

6LJQLILFDQW�FRPSRQHQWV�RI�GHIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�DUH�DV�IROORZV�
6HSWHPEHU��� 6HSWHPEHU���

���� ����
'HIHUUHG�WD[�OLDELOLWLHV� �� ��
'HSUHFLDWLRQ � �������� � ��������
'HIHUUHG�FDWDORJ�FRVWV ����� �������
*RRGZLOO �������� ���������
�� ��������� ���������
'HIHUUHG�WD[�DVVHWV� �� ��
$FFRXQWV�UHFHLYDEOH ����� �����
,QYHQWRU\ ����� �����
'HIHUUHG�FRPSHQVDWLRQ ��� �����
6WRFN�EDVHG�FRPSHQVDWLRQ ����� �����
,QWDQJLEOH�DPRUWL]DWLRQ ��� �����
)RUHLJQ�7D[�&UHGLW ����� �����
/HVV��9DOXDWLRQ�$OORZDQFH ������� ²
2WKHU�DFFUXHG�H[SHQVHV�UHVHUYHV ����� ������
�� ������ ������
1HW�'HIHUUHG�7D[�/LDELOLWLHV � �������� � ���������



��

5HFRQFLOLDWLRQ�RI�WKH�VWDWXWRU\�IHGHUDO�LQFRPH�WD[�UDWH�WR�WKH�&RPSDQ\¶V�HIIHFWLYH�WD[�UDWH�LV�DV�IROORZV�
)RU�WKH�)LVFDO�<HDUV�(QGHG

6HSWHPEHU��� 6HSWHPEHU��� 6HSWHPEHU���
���� ���� ����

8�6��IHGHUDO�VWDWXWRU\�UDWH ���� � ���� � ���� �
6WDWH�LQFRPH�WD[HV��QHW�RI�IHGHUDO�EHQHILW ��� ��� ���
5HYDOXDWLRQ�RI�QHW�GHIHUUHG�WD[�OLDELOLWLHV ������ ² ²
2WKHU��QHW ����� ����� �����
(IIHFWLYH�LQFRPH�WD[�UDWH ���� � ���� � ���� �

7KH�DJJUHJDWH�FKDQJHV�LQ�WKH�EDODQFH�RI�JURVV�XQUHFRJQL]HG�WD[�EHQHILWV�GXULQJ�ILVFDO������DQG������ZHUH�DV�
IROORZV�

6HSWHPEHU��� 6HSWHPEHU���
���� ����

%HJLQQLQJ�EDODQFH � ������ � ������
$GGLWLRQV�IRU�WD[�SRVLWLRQV�UHODWLQJ�WR�FXUUHQW�\HDU ����� �����
$GGLWLRQV�IRU�WD[�SRVLWLRQV�UHODWLQJ�WR�SULRU�\HDUV ����� �����
5HGXFWLRQV�IRU�WD[�SRVLWLRQV�UHODWLQJ�WR�SULRU�\HDUV ������� ²
/DSVH�RI�VWDWXWH�RI�OLPLWDWLRQV ������� �������
(QGLQJ�EDODQFH � ������ � ������

,QFOXGHG�LQ�WKH�EDODQFH�RI�XQUHFRJQL]HG�WD[�EHQHILWV�DW�6HSWHPEHU���������LV������� UHODWHG�WR�WD[�SRVLWLRQV�IRU�
ZKLFK�LW�LV�UHDVRQDEO\�SRVVLEOH�WKDW�WKH�WRWDO�DPRXQWV�FRXOG�VLJQLILFDQWO\�FKDQJH�GXULQJ�WKH�QH[W����PRQWKV��7KLV�DPRXQW�
UHSUHVHQWV�D�GHFUHDVH�LQ�XQUHFRJQL]HG�WD[�EHQHILWV�FRPSULVHG�SULPDULO\�RI�LWHPV�UHODWHG�WR�H[SLULQJ�VWDWXWHV�RI�OLPLWDWLRQV�LQ�
VWDWH�MXULVGLFWLRQV�

7KH�&RPSDQ\�UHFRJQL]HV�LQWHUHVW�H[SHQVH�DQG�SHQDOWLHV�LQ�WKH�SURYLVLRQ�IRU�LQFRPH�WD[HV��7KH�ILVFDO�\HDUV�������
�����DQG������SURYLVLRQV�LQFOXGH�LQWHUHVW�DQG�SHQDOWLHV�RI���������� DQG�����UHVSHFWLYHO\��7KH�&RPSDQ\�KDV�DFFUXHG�����
DQG����� IRU�LQWHUHVW�DQG�SHQDOWLHV�DV�RI�6HSWHPEHU���������DQG�6HSWHPEHU����������UHVSHFWLYHO\�

7KH�&RPSDQ\�KDV�D�IRUHLJQ�WD[�FUHGLW�FDUU\RYHU�RI������� LQ�ILVFDO�\HDU������RI�ZKLFK�D�YDOXDWLRQ�DOORZDQFH�RI�
������ KDV�EHHQ�SURYLGHG��7KLV�IRUHLJQ�WD[�FUHGLW�FDUU\RYHU�H[SLUHV�EHJLQQLQJ�ILVFDO�\HDU������

2Q�'HFHPEHU�����������WKH�7&-$ ZDV�HQDFWHG��7KH�7&-$ PDGH�VLJQLILFDQW�FKDQJHV�WR�8�6��IHGHUDO�LQFRPH�WD[�ODZV�
LQFOXGLQJ�SHUPDQHQWO\�ORZHULQJ�WKH�8�6��FRUSRUDWH�LQFRPH�WD[�UDWH�IURP ��� WR ��� HIIHFWLYH�-DQXDU\����������$V�WKH�
&RPSDQ\�KDV�D�ILVFDO�$XJXVW�\HDU�HQG��WKH�ORZHU�FRUSRUDWH�LQFRPH�WD[�UDWH�ZLOO�EH�SKDVHG�LQ��UHVXOWLQJ�LQ�D�8�6��VWDWXWRU\�
UDWH�RI ����� IRU�WKH�ILVFDO�\HDU�HQGLQJ�6HSWHPEHU����������7KH�&RPSDQ\¶V�VWDWXWRU\�IHGHUDO WD[�UDWH�ZLOO�EH�������IRU�ILVFDO�
\HDUV������DQG�EH\RQG��8�6��*$$3�UHTXLUHV�WKDW�WKH�LPSDFW�RI�WD[�OHJLVODWLRQ�EH�UHFRJQL]HG�LQ�WKH�SHULRG�LQ�ZKLFK�WKH�ODZ�
ZDV�HQDFWHG�

,Q�'HFHPEHU�������WKH�6(&�LVVXHG�6WDII�$FFRXQWLQJ�%XOOHWLQ�1R�������ZKLFK�DOORZV�D�FRPSDQ\�WR�UHSRUW�
SURYLVLRQDO�QXPEHUV�UHODWHG�WR�WKH�7&-$ DQG�DGMXVW�WKRVH�DPRXQWV�GXULQJ�D�PHDVXUHPHQW�SHULRG�QRW�WR�H[WHQG�EH\RQG�RQH�
\HDU��7KH�&RPSDQ\�UHFRUGHG�D�QHW�WD[�EHQHILW�RI ������� GXH�WR�WKH�UHYDOXDWLRQ�RI�LWV�QHW�GHIHUUHG�WD[�OLDELOLWLHV SULPDULO\�
UHODWHG�WR�WKH�ORZHU�IHGHUDO�FRUSRUDWH�WD[�UDWH��SDUWLDOO\�RIIVHW�E\�WKH�ORZHU�IHGHUDO�EHQHILW�IRU�VWDWH�WD[HV�DQG�WKH�FKDQJH IURP�
D�ZRUOGZLGH�WD[�V\VWHP�WR�D�WHUULWRULDO�WD[�V\VWHP�LQ�ILVFDO�������7KH�DPRXQWV�UHFRUGHG�DUH�SURYLVLRQDO DQG�DUH�VXEMHFW�WR�
FKDQJH�GXH�WR�IXUWKHU�LQWHUSUHWDWLRQV�RI�WKH�7&-$��OHJLVODWLYH�DFWLRQ�WR�DGGUHVV�TXHVWLRQV�WKDW�DULVH�EHFDXVH�RI�WKH�7&-$��
DQG�RU�DQ\�XSGDWHV�RU�FKDQJHV�WR�HVWLPDWHV�WKH�&RPSDQ\�KDV�XWLOL]HG�WR�FDOFXODWH�WKH�LPSDFWV��VXFK�DV�UHWXUQ�WR�DFFUXDO�
DGMXVWPHQWV�DQG�RU�FKDQJHV�WR�FXUUHQW�\HDU�HDUQLQJV�HVWLPDWHV�DQG�WKH�&RPSDQ\¶V�RQJRLQJ DQDO\VLV�RI�WKH�7&-$�

:LWK�OLPLWHG�H[FHSWLRQV��WKH�&RPSDQ\�LV�QR�ORQJHU�VXEMHFW�WR�IHGHUDO�LQFRPH�WD[�H[DPLQDWLRQV�WKURXJK�ILVFDO������
DQG�VWDWH�LQFRPH�WD[�H[DPLQDWLRQV�WKURXJK�ILVFDO������



��
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$FFUXHG�OLDELOLWLHV�FRQVLVW�RI�WKH�IROORZLQJ�
6HSWHPEHU��� 6HSWHPEHU���

���� ����
$FFUXHG�SD\UROO�DQG�IULQJH � ������ � ������
$FFUXHG�ERQXV ������ ������
$FFUXHG�VDOHV��SURSHUW\�DQG�LQFRPH�WD[HV ������  ������
$FFUXHG�VDOHV�UHEDWHV�DQG�UHWXUQV ������ ������
$FFUXHG�RWKHU ������  ������
7RWDO�DFFUXHG�OLDELOLWLHV � ������� � �������

���'(%7�$1'�&$3,7$/�/($6(�2%/,*$7,216

'HEW�DW�6HSWHPEHU���������DQG 6HSWHPEHU�������� FRQVLVWHG�RI�WKH�IROORZLQJ�

6HSWHPEHU��� 6HSWHPEHU���
���� ����

5HYROYLQJ�&UHGLW�)DFLOLW\ � ������� � �������
3ULYDWH�3ODFHPHQW�'HEW�
6HQLRU�QRWHV��VHULHV�$ ������ ������
6HQLRU�QRWHV��VHULHV�% ������� �������
6HQLRU�QRWHV ������ ²

6KHOI�)DFLOLW\�$JUHHPHQWV ������ ²
&DSLWDO�OHDVH�DQG�ILQDQFLQJ�REOLJDWLRQV ������ ������
���/HVV��XQDPRUWL]HG�GHEW�LVVXDQFH�FRVWV ������� �������
7RWDO�GHEW � ������� � �������
����/HVV��VKRUW�WHUP�GHEW��� ��������� ���������
/RQJ�WHUP�GHEW � ������� � �������
BBBBBBBBBBBBBBBBBBBBBBBBBB

��� 1HW�RI�XQDPRUWL]HG�GHEW�LVVXDQFH�FRVWV�H[SHFWHG�WR�EH�DPRUWL]HG�LQ�WKH�QH[W����PRQWKV�

Credit Facility 

,Q�$SULO�������WKH�&RPSDQ\�HQWHUHG�LQWR�D��������� FUHGLW�IDFLOLW\��WKH�³&UHGLW�)DFLOLW\´���7KH�&UHGLW�)DFLOLW\��ZKLFK�
PDWXUHV�RQ�$SULO�����������SURYLGHV�IRU�D�ILYH�\HDU�XQVHFXUHG�UHYROYLQJ�ORDQ�IDFLOLW\��7KH�&UHGLW�)DFLOLW\�SHUPLWV�XS�WR�
������� WR�EH�XVHG�WR�IXQG�OHWWHUV�RI�FUHGLW��7KH�&UHGLW�)DFLOLW\�DOVR�SHUPLWV�WKH�&RPSDQ\�WR�UHTXHVW�RQH�RU�PRUH�LQFUHPHQWDO�
WHUP�ORDQ�IDFLOLWLHV�DQG�RU�LQFUHDVH�WKH�UHYROYLQJ�ORDQ�FRPPLWPHQWV�LQ�DQ�DJJUHJDWH�DPRXQW�QRW�WR�H[FHHG�����������6XEMHFW�
WR�FHUWDLQ�OLPLWDWLRQV� HDFK�VXFK�LQFUHPHQWDO�WHUP�ORDQ�IDFLOLW\�RU�UHYROYLQJ�FRPPLWPHQW�LQFUHDVH�ZLOO�EH�RQ�WHUPV�DV�DJUHHG�
WR�E\�WKH�&RPSDQ\��WKH�$GPLQLVWUDWLYH�$JHQW�DQG�WKH�OHQGHUV�SURYLGLQJ�VXFK�ILQDQFLQJ��

7KH�LQWHUHVW�UDWH�LV�EDVHG�RQ�HLWKHU�/,%25�RU�D�EDVH�UDWH��SOXV�LQ HLWKHU�FDVH�D�VSUHDG�EDVHG�RQ�RXU�OHYHUDJH�UDWLR�DW�
WKH�HQG�RI�HDFK�ILVFDO�UHSRUWLQJ�TXDUWHU��7KH�ZHLJKWHG�DYHUDJH�DSSOLFDEOH�ERUURZLQJ�UDWH�IRU�DQ\�ERUURZLQJV�RXWVWDQGLQJ�
XQGHU�WKH�&UHGLW�)DFLOLW\�DW�6HSWHPEHU���������ZDV������ ZKLFK�UHSUHVHQWV�/,%25�SOXV ��������%DVHG�RQ�WKH�LQWHUHVW�SHULRG�
WKH�&RPSDQ\�VHOHFWV��LQWHUHVW�PD\�EH�SD\DEOH�HYHU\�RQH��WZR��RU�WKUHH�PRQWKV��,QWHUHVW�LV�UHVHW�DW�WKH�HQG�RI�HDFK�LQWHUHVW�
SHULRG��7KH�&RPSDQ\�FXUUHQWO\�HOHFWV�WR�KDYH�ORDQV�XQGHU�WKH�&UHGLW�)DFLOLW\�EHDU�LQWHUHVW�EDVHG�RQ�/,%25�ZLWK�RQH�PRQWK�
LQWHUHVW�SHULRGV��'XULQJ�ILVFDO�������WKH�&RPSDQ\�ERUURZHG��������� DQG�UHSDLG��������� XQGHU�WKH�&UHGLW�)DFLOLW\�

Private Placement Debt

,Q�-XO\�������WKH�&RPSDQ\�FRPSOHWHG�WKH�LVVXDQFH�DQG�VDOH�RI�������� DJJUHJDWH�SULQFLSDO DPRXQW�RI������ 6HQLRU�
1RWHV��6HULHV�$��GXH�-XO\��������� DQG��������� DJJUHJDWH�SULQFLSDO�DPRXQW�RI������ 6HQLRU�1RWHV��6HULHV�%��GXH�-XO\�����
������DQG�LQ�-XQH�������WKH�&RPSDQ\�FRPSOHWHG�WKH�LVVXDQFH�DQG�VDOH�RI�������� DJJUHJDWH�SULQFLSDO�DPRXQW�RI������
6HQLRU�1RWHV��GXH�-XQH��������� �FROOHFWLYHO\�³3ULYDWH�3ODFHPHQW�'HEW´���,QWHUHVW�LV�SD\DEOH�VHPLDQQXDOO\�DW�WKH�IL[HG�VWDWHG�
LQWHUHVW�UDWHV�



��

Shelf Facility Agreements 

,Q�-DQXDU\�������WKH�&RPSDQ\�HQWHUHG�LQWR�1RWH�3XUFKDVH�DQG�3ULYDWH�6KHOI�$JUHHPHQWV�ZLWK�0HWURSROLWDQ�/LIH�
,QVXUDQFH�&RPSDQ\��³0HW�/LIH�1RWH�3XUFKDVH�$JUHHPHQW´��DQG�3*,0��,QF���³3UXGHQWLDO�1RWH�3XUFKDVH�$JUHHPHQW´�DQG�
WRJHWKHU�ZLWK�WKH�0HW�/LIH�1RWH�3XUFKDVH�$JUHHPHQW��WKH�³6KHOI�)DFLOLW\�$JUHHPHQWV´���

7KH�0HW�/LIH�1RWH�3XUFKDVH�$JUHHPHQW�SURYLGHV�IRU�DQ�XQFRPPLWWHG�IDFLOLW\�IRU�WKH�LVVXDQFH�DQG�VDOH�RI�XS�WR�DQ�
DJJUHJDWH�WRWDO�RI��������� RI�VHQLRU�QRWHV��DW�HLWKHU�IL[HG�RU�IORDWLQJ�UDWHV��,Q�-XQH�������WKH�&RPSDQ\�FRPSOHWHG�WKH�
LVVXDQFH�DQG�VDOH�RI�������� DJJUHJDWH�SULQFLSDO�DPRXQW�RI������ 6HULHV�����$�1RWHV��GXH�-XQH����������DQG��������
DJJUHJDWH�SULQFLSDO�DPRXQW�RI������ 6HULHV�����%�1RWHV��GXH�-XQH����������XQGHU�WKH�0HW�/LIH�1RWH�3XUFKDVH�$JUHHPHQW�LQ�
D�SULYDWH�SODFHPHQW�H[HPSW�IURP�WKH�UHJLVWUDWLRQ�UHTXLUHPHQWV�RI�WKH�6HFXULWLHV�$FW�RI�������DV�DPHQGHG��,QWHUHVW�LV�SD\DEOH�
VHPLDQQXDOO\�DW�WKH�IL[HG�VWDWHG�LQWHUHVW�UDWHV��$V�RI�6HSWHPEHU����������WKH�DJJUHJDWH�DYDLODELOLW\�XQGHU�WKH�0HW�/LIH�1RWH�
3XUFKDVH�$JUHHPHQW�LV����������

7KH�3UXGHQWLDO�1RWH�3XUFKDVH�$JUHHPHQW�SURYLGHV IRU�DQ�XQFRPPLWWHG�IDFLOLW\�IRU�WKH�LVVXDQFH�DQG�VDOH�RI�XS�WR�DQ�
DJJUHJDWH�WRWDO�RI��������� RI�VHQLRU�QRWHV��DW�D�IL[HG�UDWH��,Q�-DQXDU\�������WKH�&RPSDQ\�FRPSOHWHG�WKH�LVVXDQFH�DQG�VDOH�RI�
������� DJJUHJDWH�SULQFLSDO�DPRXQW�RI������ 6HQLRU�1RWHV�GXH�-DQXDU\����������XQGHU�WKH�3UXGHQWLDO�1RWH�3XUFKDVH�
$JUHHPHQW�LQ�D�SULYDWH�SODFHPHQW�H[HPSW�IURP�WKH�UHJLVWUDWLRQ�UHTXLUHPHQWV�RI�WKH�6HFXULWLHV�$FW�RI�������DV�DPHQGHG��
,QWHUHVW�LV�SD\DEOH�VHPLDQQXDOO\�DW�WKH�IL[HG�VWDWHG�LQWHUHVW�UDWH��$V�RI�6HSWHPEHU����������WKH�DJJUHJDWH�DYDLODELOLW\�XQGHU�WKH�
3UXGHQWLDO�1RWH�3XUFKDVH�$JUHHPHQW�LV�����������

(DFK�RI�WKH�&UHGLW�)DFLOLW\��3ULYDWH�3ODFHPHQW�'HEW��DQG�6KHOI�)DFLOLW\�$JUHHPHQWV�FRQWDLQV�VHYHUDO�UHVWULFWLYH�
FRYHQDQWV�LQFOXGLQJ�WKH�UHTXLUHPHQW�WKDW�WKH�&RPSDQ\�PDLQWDLQ�D�PD[LPXP�FRQVROLGDWHG�OHYHUDJH�UDWLR�RI�WRWDO�LQGHEWHGQHVV�
WR�(%,7'$��HDUQLQJV�EHIRUH�LQWHUHVW�H[SHQVH��WD[HV��GHSUHFLDWLRQ��DPRUWL]DWLRQ�DQG�VWRFN�EDVHG�FRPSHQVDWLRQ��RI�QR�PRUH�
WKDQ����� WR�������RU��DW�WKH�HOHFWLRQ�RI�WKH�&RPSDQ\�DIWHU�LW�FRQVXPPDWHV�D�PDWHULDO�DFTXLVLWLRQ��D�IRXU�TXDUWHU�WHPSRUDU\�
LQFUHDVH�WR����� WR��������DQG�D�PLQLPXP�FRQVROLGDWHG�LQWHUHVW�FRYHUDJH�UDWLR�RI�(%,7'$�WR�WRWDO�LQWHUHVW�H[SHQVH�RI�DW�OHDVW�
���� WR�������GXULQJ�WKH�WHUPV�RI�WKH�&UHGLW�)DFLOLW\��3ULYDWH�3ODFHPHQW�'HEW�DQG�6KHOI�)DFLOLW\�$JUHHPHQWV��

$W�6HSWHPEHU���������DQG�6HSWHPEHU����������WKH�&RPSDQ\�ZDV�LQ�FRPSOLDQFH�ZLWK�WKH RSHUDWLQJ�DQG�ILQDQFLDO�
FRYHQDQWV�RI�WKH�&UHGLW�)DFLOLW\��3ULYDWH�3ODFHPHQW�'HEW��DQG�6KHOI�)DFLOLW\�$JUHHPHQWV��UHVSHFWLYHO\�

0DWXULWLHV�RI�GHEW��H[FOXGLQJ�FDSLWDO�OHDVH�DQG�ILQDQFLQJ�REOLJDWLRQV��DV�RI�6HSWHPEHU���������DUH�DV�IROORZV�
0DWXULWLHV�RI

)LVFDO�<HDU 'HEW
���� � �������
���� ������
���� ������
���� ²
���� �������
7KHUHDIWHU �������
7RWDO � �������

Capital Lease Obligations

,Q�FRQQHFWLRQ�ZLWK�WKH�FRQVWUXFWLRQ�RI�WKH�&RPSDQ\¶V�FXVWRPHU�IXOILOOPHQW�FHQWHU�LQ�&ROXPEXV��2KLR��WKH�)LQDQFH�
$XWKRULW\�KROGV�WKH�WLWOH�WR�WKH�EXLOGLQJ�DQG�HQWHUHG�LQWR�D�ORQJ�WHUP�OHDVH�ZLWK�WKH�&RPSDQ\� 7KH�OHDVH�KDV�D����\HDU�WHUP�
ZLWK�D�SUHSD\PHQW�RSWLRQ�ZLWKRXW�SHQDOW\�EHWZHHQ�� DQG��� \HDUV��$W�WKH�HQG�RI�WKH�OHDVH�WHUP��WKH�EXLOGLQJ¶V�WLWOH�LV�
WUDQVIHUUHG�WR�WKH�&RPSDQ\�IRU�D�QRPLQDO�DPRXQW�ZKHQ�WKH�SULQFLSDO�RI�DQG�LQWHUHVW�RQ�WKH�ERQGV�KDYH�EHHQ�IXOO\�SDLG��7KH�
OHDVH�KDV�EHHQ�FODVVLILHG�DV�D�FDSLWDO�OHDVH�LQ�DFFRUGDQFH ZLWK�$6&�7RSLF������$W�6HSWHPEHU���������DQG�6HSWHPEHU����������
WKH�FDSLWDO�OHDVH�REOLJDWLRQ�ZDV�DSSUR[LPDWHO\�����������8QGHU�WKLV�DUUDQJHPHQW��WKH�)LQDQFH�$XWKRULW\�KDV�LVVXHG�WD[DEOH�
ERQGV�WR�ILQDQFH�WKH�VWUXFWXUH�DQG�VLWH�LPSURYHPHQWV�RI�WKH�&RPSDQ\¶V FXVWRPHU�IXOILOOPHQW�FHQWHU�LQ�WKH�DPRXQW�RI�
������� RXWVWDQGLQJ�DW�ERWK�6HSWHPEHU���������DQG�6HSWHPEHU���������

)URP�WLPH�WR�WLPH��WKH�&RPSDQ\�HQWHUV�LQWR�FDSLWDO�OHDVHV�DQG�ILQDQFLQJ�DUUDQJHPHQWV�ZLWK�YHQGRUV�WR�SXUFKDVH�
FHUWDLQ�,7�HTXLSPHQW�RU�VRIWZDUH��7KH�HTXLSPHQW�RU�VRIWZDUH�DFTXLUHG�IURP�WKHVH�YHQGRUV�LV�SDLG�IRU�RYHU�D�VSHFLILHG�SHULRG�
RI�WLPH�EDVHG�RQ�WKH�WHUPV�DJUHHG�XSRQ��'XULQJ�WKH�ILVFDO�\HDU�HQGHG�6HSWHPEHU����������WKH�&RPSDQ\�HQWHUHG�LQWR�FDSLWDO�
OHDVH�DQG�ILQDQFLQJ�REOLJDWLRQV�UHODWHG�WR�FHUWDLQ�,7�HTXLSPHQW�DQG�VRIWZDUH�WRWDOLQJ����������7KH�JURVV�DPRXQW�RI�SURSHUW\�



��

DQG�HTXLSPHQW�DFTXLUHG�XQGHU�WKH�FDSLWDO�OHDVH�REOLJDWLRQ�DW�6HSWHPEHU���������ZDV�DSSUR[LPDWHO\��������7KHUH�LV�QR UHODWHG�
DFFXPXODWHG�DPRUWL]DWLRQ�IRU�WKLV�FDSLWDO�OHDVH�DV�RI�6HSWHPEHU���������

$W�6HSWHPEHU����������DSSUR[LPDWH�IXWXUH�PLQLPXP�SD\PHQWV�XQGHU�FDSLWDO�OHDVHV�DQG�ILQDQFLQJ�DUUDQJHPHQWV�DUH�
DV�IROORZV�

)LVFDO�<HDU
3D\PHQWV�XQGHU�FDSLWDO�OHDVHV�DQG�

ILQDQFLQJ�DUUDQJHPHQWV
���� � �����
���� ������
���� ���
���� ��
7RWDO�PLQLPXP�OHDVH�SD\PHQWV � ������
/HVV��DPRXQW�UHSUHVHQWLQJ�LQWHUHVW ���
3UHVHQW�YDOXH�RI�PLQLPXP�OHDVH�SD\PHQWV � ������
/HVV��FXUUHQW�SRUWLRQ ���
/RQJ�WHUP�FDSLWDO�OHDVHV�DQG�ILQDQFLQJ�DUUDQJHPHQWV � ������

�� 6+$5(+2/'(56¶�(48,7<

Share Repurchases 

'XULQJ�ILVFDO�������WKH�%RDUG�RI�'LUHFWRUV�HVWDEOLVKHG�WKH�06&�6WRFN�5HSXUFKDVH�3ODQ��WKH�³5HSXUFKDVH�3ODQ´���,Q�
������WKH�%RDUG�RI�'LUHFWRUV�UHDIILUPHG�DQG�UHSOHQLVKHG�WKH�5HSXUFKDVH�3ODQ�VR�WKDW�WKH�WRWDO�QXPEHU�RI�VKDUHV�RI�&ODVV�$�
FRPPRQ�VWRFN�DXWKRUL]HG�IRU�IXWXUH�UHSXUFKDVH�ZDV������ VKDUHV��$V�RI�6HSWHPEHU����������WKH�PD[LPXP�QXPEHU�RI�VKDUHV�
WKDW�PD\�\HW�EH�UHSXUFKDVHG�XQGHU�WKH�5HSXUFKDVH�3ODQ�ZDV������ VKDUHV��7KH�5HSXUFKDVH�3ODQ�DOORZV�WKH�&RPSDQ\�WR
UHSXUFKDVH�VKDUHV�DW�DQ\�WLPH�DQG�LQ�DQ\�LQFUHPHQWV�LW�GHHPV�DSSURSULDWH�LQ�DFFRUGDQFH�ZLWK�5XOH���E����XQGHU�WKH�
6HFXULWLHV�([FKDQJH�$FW�RI�������DV�DPHQGHG��

'XULQJ�ILVFDO�\HDUV������DQG�������WKH�&RPSDQ\�UHSXUFKDVHG���� VKDUHV�DQG���� VKDUHV��UHVSHFWLYHO\��RI�LWV�&ODVV�$�
FRPPRQ�VWRFN�IRU�������� DQG����������UHVSHFWLYHO\���� DQG��� RI�WKHVH�VKDUHV�ZHUH�UHSXUFKDVHG�E\�WKH�&RPSDQ\�WR�VDWLVI\�
WKH�&RPSDQ\¶V�DVVRFLDWHV¶�WD[�ZLWKKROGLQJ�OLDELOLW\�DVVRFLDWHG�ZLWK�LWV�VKDUH�EDVHG�FRPSHQVDWLRQ�SURJUDP�LQ�ILVFDO \HDUV�
�����DQG�������UHVSHFWLYHO\��

,Q�-XO\�������WKH�&RPSDQ\�DQQRXQFHG�WKDW�LQ�FRQQHFWLRQ�ZLWK�LWV�H[LVWLQJ�VKDUH�UHSXUFKDVH�DXWKRUL]DWLRQ��WKH�
&RPSDQ\�KDG HQWHUHG�LQWR�D�VWRFN�SXUFKDVH�DJUHHPHQW�ZLWK�WKH�KROGHUV�RI�WKH�&RPSDQ\¶V�&ODVV�%�FRPPRQ�VWRFN�WR�SXUFKDVH�
D�SUR�UDWD�QXPEHU�RI�VKDUHV��VXFK�WKDW�WKHLU�DJJUHJDWH�SHUFHQWDJH�RZQHUVKLS�LQ�WKH�&RPSDQ\�ZRXOG�UHPDLQ�VXEVWDQWLDOO\�WKH�
VDPH��,Q�$XJXVW�������WKH�&RPSDQ\�SXUFKDVHG��� VKDUHV�RI�LWV�&ODVV�$�FRPPRQ�VWRFN�IURP�FHUWDLQ�RI�LWV�&ODVV�%�
VKDUHKROGHUV�DW�D�SXUFKDVH�SULFH�RI������� SHU�VKDUH��7KLV�ILJXUH�LV�LQFOXGHG�LQ�WKH�WRWDOV�SURYLGHG�LQ�WKH�SUHYLRXV�SDUDJUDSK��
$OO�RI�WKHVH�VKDUHV�ZHUH�LPPHGLDWHO\�UHWLUHG��

6KDUHV�RI�WKH�&RPSDQ\¶V�FRPPRQ�VWRFN�SXUFKDVHG�SXUVXDQW�WR�WKH�VWRFN�SXUFKDVH�DJUHHPHQW��DV�ZHOO�DV�VKDUHV�
SXUFKDVHG�WR�VDWLVI\�WKH�&RPSDQ\¶V�DVVRFLDWHV¶�WD[�ZLWKKROGLQJ�OLDELOLW\�DVVRFLDWHG�ZLWK�LWV�VKDUH�EDVHG�FRPSHQVDWLRQ�
SURJUDP��GLG�QRW�UHGXFH�WKH�QXPEHU�RI�VKDUHV�WKDW�PD\�EH�UHSXUFKDVHG�XQGHU�WKH�5HSXUFKDVH�3ODQ��7KH�&RPSDQ\�UHLVVXHG���
VKDUHV�RI�WUHDVXU\�VWRFN�GXULQJ�ERWK�ILVFDO�\HDUV������DQG������WR�IXQG�WKH�$VVRFLDWH�6WRFN�3XUFKDVH�3ODQ��VHH�1RWH������

Common Stock 

(DFK�KROGHU�RI�WKH�&RPSDQ\¶V�&ODVV�$�FRPPRQ�VWRFN�LV�HQWLWOHG�WR�RQH YRWH�IRU�HDFK�VKDUH�KHOG�RI�UHFRUG�RQ�WKH�
DSSOLFDEOH�UHFRUG�GDWH�RQ�DOO�PDWWHUV�SUHVHQWHG�WR�D�YRWH�RI�VKDUHKROGHUV��LQFOXGLQJ�WKH�HOHFWLRQ�RI�GLUHFWRUV��7KH�KROGHUV�RI
&ODVV�%�FRPPRQ�VWRFN�DUH�HQWLWOHG�WR��� YRWHV�SHU�VKDUH�IRU�HDFK�VKDUH�KHOG�RI�UHFRUG�RQ�WKH�DSSOLFDEOH�UHFRUG�GDWH�DQG�DUH�
HQWLWOHG�WR�YRWH��WRJHWKHU�ZLWK�WKH�KROGHUV�RI�WKH�&ODVV�$�FRPPRQ�VWRFN��RQ�DOO�PDWWHUV�ZKLFK�DUH�VXEMHFW�WR�VKDUHKROGHU�
DSSURYDO��+ROGHUV�RI�&ODVV�$�FRPPRQ�VWRFN�DQG�&ODVV�%�FRPPRQ�VWRFN�KDYH�QR�FXPXODWLYH�YRWLQJ�ULJKWV�RU�SUHHPSWLYH�
ULJKWV�WR�SXUFKDVH�RU�VXEVFULEH�IRU�DQ\�VWRFN�RU�RWKHU�VHFXULWLHV�DQG�WKHUH�DUH�QR�UHGHPSWLRQ�RU�VLQNLQJ�IXQG�SURYLVLRQV�ZLWK
UHVSHFW�WR�VXFK�VWRFN��

7KH�KROGHUV�RI�WKH�&RPSDQ\¶V�&ODVV�%�FRPPRQ�VWRFN�KDYH�WKH�ULJKW�WR�FRQYHUW�WKHLU�VKDUHV�RI�&ODVV�%�FRPPRQ�
VWRFN�LQWR�VKDUHV�RI�&ODVV�$�FRPPRQ�VWRFN�DW�WKHLU�HOHFWLRQ�DQG�RQ�D�RQH�WR�RQH�EDVLV��DQG�DOO�VKDUHV�RI�&ODVV�%�FRPPRQ�
VWRFN�FRQYHUW�LQWR�VKDUHV�RI�&ODVV�$�FRPPRQ�VWRFN�RQ�D�RQH�WR�RQH�EDVLV�XSRQ�WKH�VDOH�RU�WUDQVIHU�RI�VXFK�VKDUHV�RI�&ODVV�%�



��

FRPPRQ�VWRFN�WR�DQ\�SHUVRQ�ZKR�LV�QRW�D�PHPEHU�RI�WKH�-DFREVRQ�RU�*HUVKZLQG�IDPLOLHV�RU�DQ\�WUXVW�QRW�HVWDEOLVKHG�
SULQFLSDOO\�IRU�PHPEHUV�RI�WKH�-DFREVRQ�RU�*HUVKZLQG�IDPLOLHV�RU�WR�DQ\�SHUVRQ�ZKR�LV�QRW�DQ�H[HFXWRU��DGPLQLVWUDWRU�RU�
SHUVRQDO�UHSUHVHQWDWLYH�RI�DQ�HVWDWH�RI�D�PHPEHU�RI�WKH�-DFREVRQ�RU�*HUVKZLQG�IDPLOLHV��

Preferred Stock 

7KH�&RPSDQ\�KDV�DXWKRUL]HG������ VKDUHV�RI�SUHIHUUHG�VWRFN��7KH�&RPSDQ\¶V�%RDUG�RI�'LUHFWRUV�KDV�WKH�DXWKRULW\�
WR�LVVXH�WKH�VKDUHV�RI�SUHIHUUHG�VWRFN��6KDUHV�RI�SUHIHUUHG�VWRFN�PD\�KDYH�SULRULW\�RYHU�WKH�&RPSDQ\¶V�&ODVV�$�FRPPRQ�VWRFN�
DQG�&ODVV�%�FRPPRQ�VWRFN�ZLWK�UHVSHFW�WR�GLYLGHQG�RU�OLTXLGDWLRQ�ULJKWV��RU�ERWK��$V�RI�6HSWHPEHU ���������WKHUH�ZHUH�QR
VKDUHV�RI�SUHIHUUHG�VWRFN�LVVXHG�RU�RXWVWDQGLQJ��

Cash Dividend

,Q�������WKH�%RDUG�RI�'LUHFWRUV�LQVWLWXWHG�D�SROLF\�RI�UHJXODU�TXDUWHUO\�FDVK�GLYLGHQGV�WR�VKDUHKROGHUV��7KLV�SROLF\�LV�
UHYLHZHG�UHJXODUO\�E\�WKH�%RDUG�RI�'LUHFWRUV��2Q�2FWREHU�����������WKH�%RDUG�RI�'LUHFWRUV�GHFODUHG�D�TXDUWHUO\�FDVK�GLYLGHQG�
RI������ SHU�VKDUH��SD\DEOH�RQ�1RYHPEHU��������� WR�VKDUHKROGHUV�RI�UHFRUG�DW�WKH�FORVH�RI�EXVLQHVV�RQ�1RYHPEHU ����������
7KH�GLYLGHQG�ZLOO�UHVXOW�LQ�D�SD\RXW�RI�DSSUR[LPDWHO\����������EDVHG�RQ�WKH�QXPEHU�RI�VKDUHV�RXWVWDQGLQJ�DW�2FWREHU���������

����$662&,$7(�%(1(),7�3/$16

7KH�&RPSDQ\�DFFRXQWV�IRU�DOO�VKDUH�EDVHG�SD\PHQWV�LQ�DFFRUGDQFH�ZLWK�$6&����� 6WRFN�EDVHG�FRPSHQVDWLRQ�
H[SHQVH�LQFOXGHG�LQ�RSHUDWLQJ�H[SHQVHV�IRU�WKH�ILVFDO�\HDUV�HQGHG�6HSWHPEHU����������6HSWHPEHU���������DQG�6HSWHPEHU����
�����ZDV�DV�IROORZV�

)RU�WKH�)LVFDO�<HDUV�(QGHG
6HSWHPEHU��� 6HSWHPEHU��� 6HSWHPEHU���

 ���� ����  ����
6WRFN�RSWLRQV � �����  � �����  � �����
5HVWULFWHG�VKDUH�DZDUGV �����  �����  �����
5HVWULFWHG�VWRFN�XQLWV �����  �����  �����
$VVRFLDWH�6WRFN�3XUFKDVH�3ODQ  ���  ���  ���
7RWDO�  ������  ������  ������
'HIHUUHG�LQFRPH�WD[�EHQHILW  ������� ������� �������
6WRFN�EDVHG�FRPSHQVDWLRQ�H[SHQVH��QHW  � ������  � �����  � �����

6WRFN�&RPSHQVDWLRQ�3ODQV

2015 Omnibus Incentive Plan

$W�WKH�&RPSDQ\¶V�DQQXDO�PHHWLQJ�RI�VKDUHKROGHUV�KHOG�RQ�-DQXDU\ ����������WKH�VKDUHKROGHUV�DSSURYHG�WKH�06&�
,QGXVWULDO�'LUHFW�&R���,QF�������2PQLEXV�,QFHQWLYH�3ODQ��³�����2PQLEXV�3ODQ´����7KH������2PQLEXV�3ODQ�UHSODFHG�WKH�
&RPSDQ\¶V������2PQLEXV�,QFHQWLYH�3ODQ��WKH�³3ULRU�3ODQ´��DQG��EHJLQQLQJ�-DQXDU\ ����������DOO�DZDUGV�DUH�JUDQWHG�XQGHU�
WKH������2PQLEXV�3ODQ���$ZDUGV�XQGHU�WKH������2PQLEXV�3ODQ�PD\�EH�PDGH�LQ�WKH�IRUP�RI�VWRFN�RSWLRQV��VWRFN�DSSUHFLDWLRQ�
ULJKWV��UHVWULFWHG�VWRFN��UHVWULFWHG�VWRFN�XQLWV��RWKHU�VKDUH�EDVHG�DZDUGV��DQG�SHUIRUPDQFH�FDVK��SHUIRUPDQFH�VKDUHV�RU�
SHUIRUPDQFH�XQLWV���$OO�RXWVWDQGLQJ�DZDUGV�XQGHU�WKH�3ULRU�3ODQ�ZLOO�FRQWLQXH�WR�EH�JRYHUQHG�E\�WKH�WHUPV�RI�WKH�3ULRU�3ODQ��
8SRQ�DSSURYDO�RI�WKH������2PQLEXV�3ODQ��WKH�PD[LPXP�DJJUHJDWH�QXPEHU�RI�VKDUHV�RI�FRPPRQ�VWRFN�DXWKRUL]HG�WR�EH�
LVVXHG�XQGHU�WKH������2PQLEXV�3ODQ�ZDV������ VKDUHV��RI�ZKLFK������ DXWKRUL]HG�VKDUHV�RI�FRPPRQ�VWRFN�ZHUH�UHPDLQLQJ�DV�
RI�6HSWHPEHU ��������



��

Stock Options

$�VXPPDU\�RI�WKH�VWDWXV�RI�WKH�&RPSDQ\¶V�VWRFN�RSWLRQV�DW�6HSWHPEHU���������DQG�FKDQJHV�GXULQJ�WKH�ILVFDO�\HDU�
WKHQ�HQGHG�LV�SUHVHQWHG�LQ�WKH�WDEOH�DQG�QDUUDWLYH�EHORZ�

����

6KDUHV
:HLJKWHG�$YHUDJH�
([HUFLVH�3ULFH

2XWVWDQGLQJ�� EHJLQQLQJ�RI�\HDU ����� � �����
*UDQWHG� ��� �����
([HUFLVHG� ����� �����
&DQFHOHG�)RUIHLWHG� ���� �����
2XWVWDQGLQJ�� HQG�RI�\HDU ����� � �����

([HUFLVDEOH�� HQG�RI�\HDU ��� � �����

7KH�WRWDO�LQWULQVLF�YDOXH�RI�RSWLRQV�H[HUFLVHG�GXULQJ�WKH�ILVFDO�\HDUV�HQGHG�6HSWHPEHU����������6HSWHPEHU���������
DQG�6HSWHPEHU���������ZDV�����������������DQG���������UHVSHFWLYHO\��7KH�XQUHFRJQL]HG�VKDUH�EDVHG�FRPSHQVDWLRQ�FRVW�
UHODWHG�WR�VWRFN�RSWLRQ�H[SHQVH�DW�6HSWHPEHU���������ZDV������� DQG�ZLOO�EH�UHFRJQL]HG�RYHU�D�ZHLJKWHG�DYHUDJH�RI����
\HDUV�

6WRFN�RSWLRQ�DZDUGV�RXWVWDQGLQJ�XQGHU�WKH�&RPSDQ\¶V�LQFHQWLYH�SODQV�KDYH�EHHQ�JUDQWHG�DW�H[HUFLVH�SULFHV�WKDW�DUH�
HTXDO�WR�WKH�PDUNHW�YDOXH�RI�LWV�FRPPRQ�VWRFN�RQ�WKH�GDWH�RI�JUDQW��6XFK�RSWLRQV�JHQHUDOO\�YHVW�RYHU�D�SHULRG�RI�IRXU \HDUV�
DQG�H[SLUH DW VHYHQ \HDUV�DIWHU�WKH�JUDQW�GDWH��7KH�&RPSDQ\�UHFRJQL]HV�FRPSHQVDWLRQ�H[SHQVH�UDWDEO\�RYHU�WKH�YHVWLQJ�
SHULRG��QHW�RI�HVWLPDWHG�IRUIHLWXUHV��7KH�&RPSDQ\�XVHV�WKH %ODFN�6FKROHV�RSWLRQ�SULFLQJ�PRGHO�WR�HVWLPDWH�WKH�IDLU�YDOXH�RI�
VWRFN�RSWLRQV�JUDQWHG��ZKLFK�UHTXLUHV�WKH�LQSXW�RI�ERWK�VXEMHFWLYH�DQG�REMHFWLYH�DVVXPSWLRQV�DV�IROORZV�

Expected Term ² 7KH�HVWLPDWH�RI�H[SHFWHG�WHUP�LV�EDVHG�RQ�WKH�KLVWRULFDO�H[HUFLVH�EHKDYLRU�RI�JUDQWHHV��DV�ZHOO�DV�WKH�
FRQWUDFWXDO�OLIH�RI�WKH�RSWLRQ�JUDQWV�

Expected Volatility ² 7KH�H[SHFWHG�YRODWLOLW\�IDFWRU�LV�EDVHG�RQ�WKH�YRODWLOLW\�RI�WKH�&RPSDQ\
V�FRPPRQ�VWRFN�IRU�D�SHULRG�
HTXDO�WR�WKH�H[SHFWHG�WHUP�RI�WKH�VWRFN�RSWLRQ�

Risk-free Interest Rate ² 7KH�ULVN�IUHH�LQWHUHVW�UDWH�LV�GHWHUPLQHG�XVLQJ�WKH�LPSOLHG�\LHOG�IRU�D�WUDGHG�]HUR�FRXSRQ�
8�6� 7UHDVXU\�ERQG�ZLWK�D�WHUP�HTXDO�WR�WKH�H[SHFWHG�WHUP�RI�WKH�VWRFN�RSWLRQ�

Expected Dividend Yield ² 7KH�H[SHFWHG�GLYLGHQG�\LHOG�LV�EDVHG�RQ�WKH�&RPSDQ\
V�KLVWRULFDO�SUDFWLFH�RI�SD\LQJ�TXDUWHUO\�
GLYLGHQGV�RQ�LWV�FRPPRQ�VWRFN�

7KH�&RPSDQ\¶V�ZHLJKWHG�DYHUDJH�DVVXPSWLRQV�XVHG�WR�HVWLPDWH�WKH�IDLU�YDOXH�RI�VWRFN�RSWLRQV�JUDQWHG�GXULQJ�WKH�
ILVFDO�\HDUV�HQGHG�6HSWHPEHU����������6HSWHPEHU ���������DQG�6HSWHPEHU ��������ZHUH�DV�IROORZV�

���� ���� ����
([SHFWHG�OLIH��LQ�\HDUV�� ��� ��� ���
5LVN�IUHH�LQWHUHVW�UDWH� ���� � ���� � ���� �
([SHFWHG�YRODWLOLW\� ���� � ���� � ���� �
([SHFWHG�GLYLGHQG�\LHOG� ���� � ���� � ���� �
:HLJKWHG�$YHUDJH�*UDQW�'DWH�)DLU�9DOXH � ����� � ���� � ����

7KH�IROORZLQJ�WDEOH�VXPPDUL]HV�LQIRUPDWLRQ�DERXW�VWRFN�RSWLRQV�RXWVWDQGLQJ�DQG�H[HUFLVDEOH�DW�6HSWHPEHU���������

5DQJH�RI�([HUFLVH�3ULFHV

1XPEHU�RI�
2SWLRQV�

2XWVWDQGLQJ�DW�
6HSWHPEHU����

����

:HLJKWHG�
$YHUDJH�
5HPDLQLQJ�
&RQWUDFWXDO�

/LIH

:HLJKWHG�
$YHUDJH�
([HUFLVH�
3ULFH

,QWULQVLF�
9DOXH

1XPEHU�RI�
2SWLRQV�

([HUFLVDEOH�DW�
6HSWHPEHU����

����

:HLJKWHG�
$YHUDJH�
5HPDLQLQJ�
&RQWUDFWXDO�

/LIH

:HLJKWHG�
$YHUDJH�
([HUFLVH�
3ULFH

,QWULQVLF�
9DOXH

� ����� ± � ����� ��� ��� � ����� � ������ ��� ��� � ����� � �����
����� ± ����� ��� ��� ����� ����� �� ��� ����� �����
����� ± ����� ��� ��� ����� ����� ���  ��� ����� ���
����� ± ����� ��� ��� ����� ��� ��� ��� �����  ���

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



��

Restricted Stock Awards

$�VXPPDU\�RI�WKH�QRQ�YHVWHG�UHVWULFWHG�VKDUH�DZDUGV��³56$´� JUDQWHG�XQGHU�WKH�&RPSDQ\¶V�LQFHQWLYH�SODQV�IRU�WKH�
ILVFDO�\HDU�HQGHG�6HSWHPEHU���������LV�DV�IROORZV�

����

6KDUHV

:HLJKWHG�
$YHUDJH�*UDQW�
'DWH�)DLU�9DOXH

1RQ�YHVWHG�UHVWULFWHG�VKDUH�DZDUGV�DW�WKH�EHJLQQLQJ�RI�WKH�\HDU ��� � �����
*UDQWHG� ² ²
9HVWHG� ���� �����
&DQFHOHG�)RUIHLWHG� ��� �����

1RQ�YHVWHG�UHVWULFWHG�VKDUH�DZDUGV�DW�WKH�HQG�RI�WKH�\HDU �� � �����

7KH�IDLU�YDOXH�RI�HDFK�56$�LV�WKH�FORVLQJ�VWRFN�SULFH�RQ�WKH�1<6(�RI�WKH�&RPSDQ\¶V�&ODVV�$�FRPPRQ�VWRFN�RQ�WKH�
GDWH�RI�JUDQW��8SRQ�YHVWLQJ��D�SRUWLRQ�RI�WKH�56$�PD\�EH�ZLWKKHOG�WR�VDWLVI\�WKH�PLQLPXP�VWDWXWRU\�ZLWKKROGLQJ�WD[HV��7KH�
UHPDLQLQJ�56$V�ZLOO�EH�VHWWOHG�LQ�VKDUHV�RI�WKH�&RPSDQ\¶V�&ODVV�$�FRPPRQ�VWRFN�DIWHU�WKH�YHVWLQJ�SHULRG��7KH�IDLU�YDOXH�RI�
VKDUHV�YHVWHG�GXULQJ�WKH�ILVFDO�\HDUV�HQGHG�6HSWHPEHU����������6HSWHPEHU���������DQG�6HSWHPEHU�������� ZDV���������������
DQG���������UHVSHFWLYHO\� 7KH�XQUHFRJQL]HG�FRPSHQVDWLRQ�FRVW�UHODWHG�WR�WKH�QRQ�YHVWHG�56$V�DW�6HSWHPEHU���������LV�
������ DQG�ZLOO�EH�UHFRJQL]HG�RYHU D�ZHLJKWHG�DYHUDJH�SHULRG�RI���� \HDUV�

Restricted Stock Units

$�VXPPDU\ RI�WKH�&RPSDQ\¶V�QRQ�YHVWHG�UHVWULFWHG�VWRFN�XQLW��³568´��DZDUG�DFWLYLW\�IRU�WKH�ILVFDO�\HDU�HQGHG�
6HSWHPEHU���������LV�DV�IROORZV�

����

6KDUHV

:HLJKWHG�$YHUDJH�
*UDQW�'DWH�)DLU�

9DOXH
1RQ�YHVWHG�UHVWULFWHG�VWRFN�XQLW�DZDUGV�DW�WKH�EHJLQQLQJ�RI�WKH�\HDU ��� � �����

*UDQWHG ��� �����
9HVWHG� ���� �����
&DQFHOHG�)RUIHLWHG� ���� �����

1RQ�YHVWHG�UHVWULFWHG�VWRFN�XQLW�DZDUGV�DW�WKH�HQG�RI�WKH�\HDU ��� � �����

7KH�IDLU�YDOXH�RI�HDFK�568�LV�WKH�FORVLQJ�VWRFN�SULFH�RQ�WKH�1<6(�RI�WKH�&RPSDQ\¶V�&ODVV�$�FRPPRQ�VWRFN�RQ�WKH�
GDWH�RI�JUDQW��8SRQ�YHVWLQJ��D�SRUWLRQ�RI�WKH�568�DZDUG�PD\�EH�ZLWKKHOG�WR�VDWLVI\�WKH�PLQLPXP�VWDWXWRU\�ZLWKKROGLQJ�WD[HV��
7KH�UHPDLQLQJ�568V�ZLOO�EH�VHWWOHG�LQ�VKDUHV�RI�WKH�&RPSDQ\¶V�&ODVV�$�FRPPRQ�VWRFN�DIWHU�WKH�YHVWLQJ�SHULRG��7KHVH�
DZDUGV�DFFUXH�GLYLGHQG�HTXLYDOHQWV�RQ�RXWVWDQGLQJ�XQLWV��LQ�WKH�IRUP�RI�DGGLWLRQDO�VWRFN�XQLWV��EDVHG�RQ�GLYLGHQGV�GHFODUHG�
RQ�WKH�&RPSDQ\¶V�&ODVV�$�FRPPRQ�VWRFN�DQG�WKHVH�DGGLWLRQDO�568V�DUH�VXEMHFW�WR�WKH�VDPH�YHVWLQJ�SHULRGV�DV�WKH�568V�LQ�
WKH�XQGHUO\LQJ�DZDUG� 7KH�GLYLGHQG�HTXLYDOHQWV�DUH�QRW�LQFOXGHG�LQ�WKH�568�WDEOH�DERYH�� 7KH�XQUHFRJQL]HG�FRPSHQVDWLRQ�
FRVW�UHODWHG�WR�WKH�568V�DW�6HSWHPEHU���������ZDV�������� DQG�LV�H[SHFWHG�WR�EH�UHFRJQL]HG�RYHU�D�SHULRG�RI���� \HDUV�

Associate Stock Purchase Plan

7KH�&RPSDQ\�KDV�HVWDEOLVKHG�D�TXDOLILHG�$VVRFLDWH�6WRFN�3XUFKDVH�3ODQ��WKH�WHUPV�RI�ZKLFK�DOORZ�IRU�HOLJLEOH�
DVVRFLDWHV��DV�GHILQHG�LQ�WKH�$VVRFLDWH�6WRFN�3XUFKDVH�3ODQ��WR�SDUWLFLSDWH�LQ�WKH�SXUFKDVH�RI�XS�WR�D�PD[LPXP�RI�ILYH VKDUHV�
RI�WKH�&RPSDQ\¶V�&ODVV�$�FRPPRQ�VWRFN�DW�D�SULFH�HTXDO�WR���� RI�WKH�FORVLQJ�SULFH�DW�WKH�HQG�RI�HDFK�VWRFN�SXUFKDVH�
SHULRG��2Q�-DQXDU\ ���������WKH�VKDUHKROGHUV�RI�WKH�&RPSDQ\�DSSURYHG�DQ�LQFUHDVH�WR�WKH�DXWKRUL]HG�EXW�XQLVVXHG�VKDUHV�RI�
WKH�&ODVV�$�FRPPRQ�VWRFN�RI�WKH�&RPSDQ\�UHVHUYHG�IRU�VDOH�XQGHU�WKH�$VVRFLDWH�6WRFN�3XUFKDVH�3ODQ�IURP���� WR������
VKDUHV��2Q�-DQXDU\ ����������WKH�VKDUHKROGHUV�RI�WKH�&RPSDQ\�DSSURYHG�DQ�LQFUHDVH�WR�WKH�DXWKRUL]HG�EXW�XQLVVXHG�VKDUHV�RI�
WKH�&ODVV�$�FRPPRQ�VWRFN�RI�WKH�&RPSDQ\�UHVHUYHG�IRU�VDOH�XQGHU�WKH�$VVRFLDWH�6WRFN�3XUFKDVH�3ODQ�IURP������ WR������
VKDUHV��$V�RI�6HSWHPEHU����������DSSUR[LPDWHO\���� VKDUHV�UHPDLQ�UHVHUYHG�IRU�LVVXDQFH�XQGHU�WKLV�SODQ��$VVRFLDWHV�
SXUFKDVHG�DSSUR[LPDWHO\��� VKDUHV�RI�FRPPRQ�VWRFN�GXULQJ�ERWK�ILVFDO�\HDUV������DQG������DW�DQ�DYHUDJH�SHU�VKDUH�SULFH�RI�
������ DQG���������UHVSHFWLYHO\�



��

Savings Plan

7KH�&RPSDQ\�PDLQWDLQV�D�GHILQHG�FRQWULEXWLRQ�SODQ�ZLWK�ERWK�D�SURILW�VKDULQJ�IHDWXUH�DQG�D�����N��IHDWXUH�ZKLFK�
FRYHUV�DOO�DVVRFLDWHV�ZKR�KDYH�FRPSOHWHG�DW�OHDVW�RQH�PRQWK�RI�VHUYLFH�ZLWK�WKH�&RPSDQ\��)RU�ILVFDO�\HDUV�������������DQG�
������WKH�&RPSDQ\�FRQWULEXWHG��������������� DQG���������UHVSHFWLYHO\��WR�WKH�SODQ��7KH�&RPSDQ\�FRQWULEXWLRQV�DUH�
GLVFUHWLRQDU\�

����&200,70(176�$1'�&217,1*(1&,(6

Leases

&HUWDLQ�RI�WKH�RSHUDWLRQV�RI�WKH�&RPSDQ\�DUH�FRQGXFWHG�RQ�OHDVHG�SUHPLVHV��7KH�OHDVHV��PRVW�RI�ZKLFK�UHTXLUH�WKH�
&RPSDQ\�WR�SURYLGH�IRU�WKH�SD\PHQW�RI�UHDO�HVWDWH�WD[HV��LQVXUDQFH�DQG�RWKHU�RSHUDWLQJ�FRVWV��DUH�IRU�YDU\LQJ�SHULRGV��WKH�
ORQJHVW�H[WHQGLQJ�WR WKH�ILVFDO�\HDU�������6RPH�RI�WKH�OHDVHG�SUHPLVHV�FRQWDLQ�PXOWLSOH�UHQHZDO�SURYLVLRQV��H[HUFLVDEOH�DW�WKH�
&RPSDQ\¶V�RSWLRQ��DV�ZHOO�DV�HVFDODWLRQ�FODXVHV��,Q�DGGLWLRQ��WKH�&RPSDQ\�LV�REOLJDWHG�XQGHU�FHUWDLQ�HTXLSPHQW�DQG�
DXWRPRELOH�RSHUDWLQJ�OHDVHV��ZKLFK H[SLUH�RQ�YDU\LQJ�GDWHV�WKURXJK�ILVFDO�������$W�6HSWHPEHU����������DSSUR[LPDWH�
PLQLPXP�DQQXDO�UHQWDOV�RQ�DOO�VXFK�OHDVHV�DUH�DV�IROORZV�
)LVFDO�<HDU 7RWDO�5HQWDO�3D\PHQWV
���� � ������
���� �����
���� �����
���� �����
���� �����
7KHUHDIWHU �����
7RWDO � ������

7RWDO�UHQWDO�H[SHQVH��H[FOXVLYH�RI�UHDO�HVWDWH�WD[HV��LQVXUDQFH�DQG�RWKHU�RSHUDWLQJ�FRVWV��IRU�DOO�RSHUDWLQJ�OHDVHV�IRU�
ILVFDO�\HDUV������������DQG������ZDV�DSSUR[LPDWHO\����������������� DQG����������UHVSHFWLYHO\��7KLV�LQFOXGHG�UHQW�H[SHQVH�
RI�DSSUR[LPDWHO\��������IRU�ILVFDO�\HDU������IRU�D�UHODWHG�SDUW\�OHDVH��$V�D�UHVXOW�RI�WKH�SXUFKDVH�RI�RXU�$WODQWD�&)&��ZKLFK�
ZDV�SUHYLRXVO\�OHDVHG�ZLWK�D�UHODWHG�SDUW\��UHQWDO�H[SHQVH�ZDV�SDUWLDOO\�RIIVHW�E\�WKH�UHOHDVH�RI�D�GHIHUUHG�UHQW�OLDELOLW\�GXULQJ�
ILVFDO�������6HH�1RWH���³%XVLQHVV�DQG�6XPPDU\�RI�6LJQLILFDQW�$FFRXQWLQJ�3ROLFLHV´�IRU�PRUH�LQIRUPDWLRQ�DERXW�WKLV�
WUDQVDFWLRQ�

����/(*$/�352&((',1*6

7KHUH�DUH�YDULRXV�FODLPV��ODZVXLWV��DQG�SHQGLQJ�DFWLRQV�DJDLQVW�WKH�&RPSDQ\�LQFLGHQWDO�WR�WKH�RSHUDWLRQ�RI�LWV�
EXVLQHVV��$OWKRXJK�WKH�RXWFRPH�RI�WKHVH�PDWWHUV�LV�FXUUHQWO\�QRW�GHWHUPLQDEOH��PDQDJHPHQW�GRHV�QRW�H[SHFW�WKDW�WKH�XOWLPDWH�
FRVWV�WR�UHVROYH�WKHVH�PDWWHUV�ZLOO�KDYH�D�PDWHULDO�DGYHUVH�HIIHFW�RQ�WKH�&RPSDQ\¶V�FRQVROLGDWHG�ILQDQFLDO�SRVLWLRQ��UHVXOWV�RI�
RSHUDWLRQV��RU�OLTXLGLW\�



��

����6800$5<�2)�48$57(5/<�5(68/76��81$8',7('�

7KH�IROORZLQJ�WDEOH�VHWV�IRUWK�XQDXGLWHG�ILQDQFLDO�GDWD�IRU�HDFK�RI�WKH�&RPSDQ\¶V�ODVW�HLJKW�ILVFDO�TXDUWHUV�
)LVFDO�<HDU�(QGHG�6HSWHPEHU�������� )LVFDO�<HDU�(QGHG�6HSWHPEHU��������

)LUVW�
4XDUWHU

6HFRQG�
4XDUWHU���

7KLUG�
4XDUWHU

)RXUWK�
4XDUWHU

)LUVW�
4XDUWHU

6HFRQG�
4XDUWHU

7KLUG�
4XDUWHU

)RXUWK�
4XDUWHU

�8QDXGLWHG�
&RQVROLGDWHG�,QFRPH�6WDWHPHQW�
'DWD�
1HW�VDOHV � ������� � ������� � ������� � ������� � ������� � ������� � ������� � �������
*URVV�SURILW ������� ������� ������� ������� ������� ������� ������� �������
,QFRPH�IURP�RSHUDWLRQV ������ ������ ������� ������� ������ ������ ������� ������
1HW�LQFRPH ������ ������� ������ ������ ������ ������ ������ ������
1HW�LQFRPH�SHU�VKDUH�
%DVLF ���� ���� ���� ���� ���� ���� ���� ����
'LOXWHG ���� ���� ���� ���� ���� ���� ���� ����

��� ,Q�WKH�VHFRQG�TXDUWHU�RI�ILVFDO�������WKH�&RPSDQ\�UHFRUGHG�D�QHW�WD[�EHQHILW�RI ������� GXH�WR�WKH�UHYDOXDWLRQ�RI�LWV�QHW�GHIHUUHG�WD[�OLDELOLWLHV�
SULPDULO\�UHODWHG�WR�WKH�ORZHU�IHGHUDO�FRUSRUDWH�WD[�UDWH��SDUWLDOO\�RIIVHW�E\�WKH�ORZHU�IHGHUDO�EHQHILW�IRU�VWDWH�WD[HV�DQG�WKH�FKDQJH�IURP�D�ZRUOGZLGH�
WD[�V\VWHP�WR�D�WHUULWRULDO�WD[�V\VWHP��DQG�D�QHW�WD[�EHQHILW�RI�������� DWWULEXWDEOH�WR�WKH�ORZHU�HIIHFWLYH�WD[�UDWH�UHTXLUHG�WR�EULQJ�RXU�ILUVW�KDOI�LQWR�
DOLJQPHQW�ZLWK�WKH�H[SHFWHG�IXOO�\HDU�UDWH�

����68%6(48(17�(9(17

,Q�6HSWHPEHU������DQG�2FWREHU�������SXUVXDQW�WR�WKH�&RPSDQ\¶V�VKDUH�UHSXUFKDVH�DXWKRUL]DWLRQ��WKH�&RPSDQ\�
SXUFKDVHG�� VKDUHV�RI�LWV�&ODVV�$�FRPPRQ�VWRFN�DW�D�YROXPH�ZHLJKWHG�DYHUDJH�SXUFKDVH�SULFH�RI������� SHU�VKDUH�DQG����
VKDUHV�LI�LWV�&ODVV�$�FRPPRQ�VWRFN�DW�D�YROXPH�ZHLJKWHG�DYHUDJH�SXUFKDVH�SULFH�RI������� SHU�VKDUH��UHVSHFWLYHO\���,Q�
FRQQHFWLRQ�ZLWK�WKH�VWRFN�SXUFKDVH�DJUHHPHQW�QRWHG�LQ�1RWH����WKH�&RPSDQ\�SXUFKDVHG�IURP�FHUWDLQ�RI�LWV�&ODVV�%�
VKDUHKROGHUV���� VKDUHV�RI�LWV�&ODVV�$�FRPPRQ�VWRFN�DW�D�SXUFKDVH�SULFH�RI��������SHU�VKDUH�LQ�6HSWHPEHU������DQG�� VKDUHV�
RI�LWV�&ODVV�$�FRPPRQ�VWRFN�DW�D�SXUFKDVH�SULFH�RI������� SHU�VKDUH�LQ�2FWREHU������



��
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1RQH�

,7(0��$���&21752/6�$1'�352&('85(6�

Evaluation of Disclosure Controls and Procedures

8QGHU�WKH�VXSHUYLVLRQ�DQG�ZLWK�WKH�SDUWLFLSDWLRQ�RI�WKH�&RPSDQ\¶V�PDQDJHPHQW��LQFOXGLQJ�WKH�&RPSDQ\¶V�&KLHI�
([HFXWLYH�2IILFHU�DQG�&KLHI�)LQDQFLDO�2IILFHU��WKH�&RPSDQ\�KDV�HYDOXDWHG�WKH�HIIHFWLYHQHVV�RI�WKH�&RPSDQ\¶V�GLVFORVXUH�
FRQWUROV�DQG�SURFHGXUHV��DV�GHILQHG�LQ�5XOH ��D����H��XQGHU�WKH�([FKDQJH�$FW��DV�RI�6HSWHPEHU����������%DVHG�RQ�WKDW�
HYDOXDWLRQ��WKH�&RPSDQ\¶V�&KLHI�([HFXWLYH�2IILFHU�DQG�&KLHI�)LQDQFLDO�2IILFHU�FRQFOXGHG�WKDW��DV�RI�6HSWHPEHU����������
VXFK�GLVFORVXUH�FRQWUROV�DQG�SURFHGXUHV�ZHUH�HIIHFWLYH�LQ�HQVXULQJ�WKDW�LQIRUPDWLRQ�UHTXLUHG�WR�EH�GLVFORVHG�E\�WKH�&RPSDQ\�
LQ�UHSRUWV�WKDW�LW�ILOHV�RU�VXEPLWV�XQGHU�WKH�6HFXULWLHV�([FKDQJH�$FW�RI�������DV�DPHQGHG��LV��L� UHFRUGHG��SURFHVVHG��
VXPPDUL]HG�DQG�UHSRUWHG�ZLWKLQ�WKH�WLPH�SHULRGV�VSHFLILHG�LQ�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ¶V�UXOHV�DQG�IRUPV�DQG�
�LL� DFFXPXODWHG�DQG�FRPPXQLFDWHG�WR�RXU�PDQDJHPHQW��LQFOXGLQJ�RXU�&KLHI�([HFXWLYH�2IILFHU�DQG�&KLHI�)LQDQFLDO�2IILFHU��
DV�DSSURSULDWH�WR�DOORZ�WLPHO\�GHFLVLRQV�UHJDUGLQJ�UHTXLUHG�GLVFORVXUH�

Management’s Annual Report on Internal Control over Financial Reporting

0DQDJHPHQW�LV�UHVSRQVLEOH�IRU�HVWDEOLVKLQJ�DQG�PDLQWDLQLQJ�DGHTXDWH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�
GHILQHG�LQ�5XOHV ��D����I��DQG���G����I��XQGHU�WKH�6HFXULWLHV�([FKDQJH�$FW�RI�������7KH�&RPSDQ\¶V�LQWHUQDO�FRQWURO�RYHU�
ILQDQFLDO�UHSRUWLQJ�LV�GHVLJQHG�WR�SURYLGH�UHDVRQDEOH�DVVXUDQFH�UHJDUGLQJ�WKH�UHOLDELOLW\�RI�ILQDQFLDO�UHSRUWLQJ�DQG�WKH�
SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�IRU�H[WHUQDO�SXUSRVHV�LQ�DFFRUGDQFH�ZLWK�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV��7KH�
&RPSDQ\¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�LQFOXGHV�WKRVH�SROLFLHV�DQG�SURFHGXUHV�WKDW�

�L� SHUWDLQ�WR�WKH�PDLQWHQDQFH�RI�UHFRUGV�WKDW��LQ�UHDVRQDEOH�GHWDLO��DFFXUDWHO\�DQG�IDLUO\�UHIOHFW�WKH�WUDQVDFWLRQV�
DQG�GLVSRVLWLRQV�RI�WKH�&RPSDQ\¶V�DVVHWV�

�LL� SURYLGH�UHDVRQDEOH�DVVXUDQFH�WKDW�WUDQVDFWLRQV�DUH�UHFRUGHG�DV�QHFHVVDU\�WR�SHUPLW�SUHSDUDWLRQ�RI�ILQDQFLDO�
VWDWHPHQWV�LQ�DFFRUGDQFH�ZLWK�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV��DQG�WKDW�UHFHLSWV�DQG�H[SHQGLWXUHV�
RI�WKH�&RPSDQ\�DUH�EHLQJ�PDGH�RQO\�LQ�DFFRUGDQFH�ZLWK�DXWKRUL]DWLRQV�RI�WKH�&RPSDQ\¶V�PDQDJHPHQW�DQG�
GLUHFWRUV��DQG

�LLL� SURYLGH�UHDVRQDEOH�DVVXUDQFH�UHJDUGLQJ�SUHYHQWLRQ�RU�WLPHO\�GHWHFWLRQ�RI�XQDXWKRUL]HG�DFTXLVLWLRQ��XVH�RU�
GLVSRVLWLRQ�RI�WKH�&RPSDQ\¶V�DVVHWV�WKDW FRXOG�KDYH�D�PDWHULDO�HIIHFW�RQ�WKH�ILQDQFLDO�VWDWHPHQWV�

%HFDXVH�RI�LWV�LQKHUHQW�OLPLWDWLRQV��LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�PD\�QRW�SUHYHQW�RU�GHWHFW�PLVVWDWHPHQWV��
$OVR��SURMHFWLRQV�RI�DQ\�HYDOXDWLRQ�RI�HIIHFWLYHQHVV�WR�IXWXUH�SHULRGV�DUH�VXEMHFW�WR�WKH�ULVN�WKDW�FRQWUROV�PD\�EHFRPH�
LQDGHTXDWH�EHFDXVH�RI�FKDQJHV�LQ�FRQGLWLRQV��RU�WKDW�WKH�GHJUHH�RI�FRPSOLDQFH�ZLWK�WKH�SROLFLHV�RU�SURFHGXUHV�PD\�
GHWHULRUDWH�

0DQDJHPHQW�DVVHVVHG�WKH�HIIHFWLYHQHVV�RI�WKH�&RPSDQ\¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�6HSWHPEHU�
���������,Q�PDNLQJ�WKLV�DVVHVVPHQW��PDQDJHPHQW�XVHG�WKH�FULWHULD�VHW�IRUWK�E\�WKH�&RPPLWWHH�RI�6SRQVRULQJ�2UJDQL]DWLRQV�RI�
WKH�7UHDGZD\�&RPPLVVLRQ��&262��LQ�Internal Control—Integrated Framework (2013 Framework).

%DVHG�RQ�WKLV�DVVHVVPHQW��PDQDJHPHQW�GHWHUPLQHG�WKDW�WKH�&RPSDQ\�PDLQWDLQHG�HIIHFWLYH�LQWHUQDO�FRQWURO�RYHU�
ILQDQFLDO�UHSRUWLQJ�DV�RI�6HSWHPEHU���������

Attestation Report of the Independent Registered Public Accounting Firm

7KH�HIIHFWLYHQHVV�RI�WKH�&RPSDQ\¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�6HSWHPEHU���������KDV�EHHQ�
DXGLWHG�E\�(UQVW 	�<RXQJ //3��DQ�LQGHSHQGHQW�UHJLVWHUHG�SXEOLF�DFFRXQWLQJ�ILUP��DV�VWDWHG�LQ�WKHLU�UHSRUW�ZKLFK�DSSHDUV�LQ�
WKLV�,WHP�XQGHU�WKH�KHDGLQJ�³5HSRUW�RI�,QGHSHQGHQW�5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUP�´



��

Changes in Internal Control Over Financial Reporting

7KHUH�ZHUH�QR�FKDQJHV�LQ�WKH�&RPSDQ\¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�WKDW�RFFXUUHG�GXULQJ�WKH�TXDUWHU�
HQGHG�6HSWHPEHU���������WKDW�KDYH�PDWHULDOO\�DIIHFWHG��RU�DUH�UHDVRQDEO\�OLNHO\�WR�PDWHULDOO\�DIIHFW��LWV�LQWHUQDO�FRQWURO�RYHU�
ILQDQFLDO�UHSRUWLQJ��



��

5HSRUW�RI�,QGHSHQGHQW�5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUP

7R�WKH�%RDUG�RI�'LUHFWRUV�DQG�6KDUHKROGHUV�RI�06&�,QGXVWULDO�'LUHFW�&R���,QF��

2SLQLRQ�RQ�,QWHUQDO�&RQWURO�RYHU�)LQDQFLDO�5HSRUWLQJ�

:H�KDYH�DXGLWHG�06&�,QGXVWULDO�'LUHFW�&R���,QF��DQG�6XEVLGLDULHV��WKH�³&RPSDQ\´��LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV
RI�6HSWHPEHU����������EDVHG�RQ�FULWHULD�HVWDEOLVKHG�LQ�,QWHUQDO�&RQWURO²,QWHJUDWHG�)UDPHZRUN�LVVXHG�E\�WKH�&RPPLWWHH�RI�
6SRQVRULQJ�2UJDQL]DWLRQV�RI�WKH�7UHDGZD\�&RPPLVVLRQ�������IUDPHZRUN� �WKH�&262�FULWHULD���,Q�RXU�RSLQLRQ��06&�,QGXVWULDO�
'LUHFW�&R���,QF��DQG�6XEVLGLDULHV�PDLQWDLQHG��LQ�DOO�PDWHULDO�UHVSHFWV��HIIHFWLYH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�DV�RI�
6HSWHPEHU����������EDVHG�RQ�WKH�&262�FULWHULD��

:H�DOVR�KDYH�DXGLWHG��LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3XEOLF�&RPSDQ\�$FFRXQWLQJ�2YHUVLJKW�%RDUG��8QLWHG�6WDWHV��
�3&$2%��� WKH� FRQVROLGDWHG� EDODQFH� VKHHWV� RI� WKH�&RPSDQ\� DV� RI� 6HSWHPEHU� ��� ����� DQG� 6HSWHPEHU� ��� ������ WKH� UHODWHG�
FRQVROLGDWHG�VWDWHPHQWV�RI�LQFRPH��FRPSUHKHQVLYH�LQFRPH��VWRFNKROGHUV¶�HTXLW\�DQG�FDVK�IORZV�IRU�HDFK�RI�WKH�WKUHH�\HDUV�LQ�
WKH�SHULRG�HQGHG�6HSWHPEHU����������DQG�WKH�UHODWHG�QRWHV�DQG�VFKHGXOH�DQG�RXU�UHSRUW�GDWHG�2FWREHU����������H[SUHVVHG�DQ�
XQTXDOLILHG�RSLQLRQ�WKHUHRQ��

%DVLV�IRU�2SLQLRQ

7KH� &RPSDQ\¶V�PDQDJHPHQW� LV� UHVSRQVLEOH� IRU�PDLQWDLQLQJ� HIIHFWLYH� LQWHUQDO� FRQWURO� RYHU� ILQDQFLDO� UHSRUWLQJ� DQG� IRU� LWV�
DVVHVVPHQW�RI�WKH�HIIHFWLYHQHVV�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�LQFOXGHG�LQ�WKH�DFFRPSDQ\LQJ�0DQDJHPHQW¶V�5HSRUW�
RQ�,QWHUQDO�&RQWURO�RYHU�)LQDQFLDO�5HSRUWLQJ��2XU�UHVSRQVLELOLW\�LV�WR�H[SUHVV�DQ�RSLQLRQ�RQ�WKH�&RPSDQ\¶V�LQWHUQDO�FRQWURO�
RYHU�ILQDQFLDO�UHSRUWLQJ�EDVHG�RQ�RXU�DXGLW��:H�DUH�D�SXEOLF�DFFRXQWLQJ�ILUP�UHJLVWHUHG�ZLWK�WKH�3&$2%�DQG�DUH�UHTXLUHG�WR�EH�
LQGHSHQGHQW�ZLWK� UHVSHFW� WR� WKH�&RPSDQ\� LQ�DFFRUGDQFH�ZLWK� WKH�8�6�� IHGHUDO� VHFXULWLHV� ODZV�DQG� WKH�DSSOLFDEOH� UXOHV�DQG�
UHJXODWLRQV�RI�WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�DQG�WKH�3&$2%�

:H�FRQGXFWHG�RXU�DXGLW�LQ�DFFRUGDQFH�ZLWK�WKH�VWDQGDUGV�RI�WKH�3&$2%��7KRVH�VWDQGDUGV�UHTXLUH�WKDW�ZH�SODQ�DQG�SHUIRUP�WKH�
DXGLW� WR�REWDLQ�UHDVRQDEOH�DVVXUDQFH�DERXW�ZKHWKHU�HIIHFWLYH�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�ZDV�PDLQWDLQHG�LQ�DOO�
PDWHULDO UHVSHFWV���

2XU�DXGLW�LQFOXGHG�REWDLQLQJ�DQ�XQGHUVWDQGLQJ�RI�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ��DVVHVVLQJ�WKH�ULVN�WKDW�D�PDWHULDO�
ZHDNQHVV�H[LVWV��WHVWLQJ�DQG�HYDOXDWLQJ�WKH�GHVLJQ�DQG�RSHUDWLQJ�HIIHFWLYHQHVV�RI�LQWHUQDO�FRQWURO�EDVHG�RQ�WKH�DVVHVVHG�ULVN��
DQG�SHUIRUPLQJ�VXFK�RWKHU�SURFHGXUHV�DV�ZH�FRQVLGHUHG�QHFHVVDU\�LQ�WKH�FLUFXPVWDQFHV��:H�EHOLHYH�WKDW�RXU�DXGLW�SURYLGHV�D�
UHDVRQDEOH�EDVLV�IRU�RXU�RSLQLRQ�

'HILQLWLRQ�DQG�/LPLWDWLRQV�RI�,QWHUQDO�&RQWURO�2YHU�)LQDQFLDO�5HSRUWLQJ�

$�FRPSDQ\¶V� LQWHUQDO�FRQWURO�RYHU� ILQDQFLDO� UHSRUWLQJ� LV�D�SURFHVV�GHVLJQHG� WR�SURYLGH� UHDVRQDEOH�DVVXUDQFH� UHJDUGLQJ� WKH�
UHOLDELOLW\�RI�ILQDQFLDO�UHSRUWLQJ�DQG�WKH�SUHSDUDWLRQ�RI�ILQDQFLDO�VWDWHPHQWV�IRU�H[WHUQDO�SXUSRVHV�LQ�DFFRUGDQFH�ZLWK�JHQHUDOO\�
DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV��$�FRPSDQ\¶V�LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�LQFOXGHV�WKRVH�SROLFLHV�DQG�SURFHGXUHV�
WKDW� ���� SHUWDLQ� WR� WKH�PDLQWHQDQFH� RI� UHFRUGV� WKDW�� LQ� UHDVRQDEOH� GHWDLO�� DFFXUDWHO\� DQG� IDLUO\� UHIOHFW� WKH� WUDQVDFWLRQV� DQG
GLVSRVLWLRQV�RI�WKH�DVVHWV�RI�WKH�FRPSDQ\������SURYLGH�UHDVRQDEOH�DVVXUDQFH�WKDW�WUDQVDFWLRQV�DUH�UHFRUGHG�DV�QHFHVVDU\�WR�SHUPLW�
SUHSDUDWLRQ� RI� ILQDQFLDO� VWDWHPHQWV� LQ� DFFRUGDQFH� ZLWK� JHQHUDOO\� DFFHSWHG� DFFRXQWLQJ� SULQFLSOHV�� DQG� WKDW� UHFHLSWV� DQG�
H[SHQGLWXUHV� RI� WKH� FRPSDQ\� DUH� EHLQJ�PDGH� RQO\� LQ� DFFRUGDQFH�ZLWK� DXWKRUL]DWLRQV� RI�PDQDJHPHQW� DQG�GLUHFWRUV� RI� WKH�
FRPSDQ\��DQG�����SURYLGH�UHDVRQDEOH�DVVXUDQFH�UHJDUGLQJ�SUHYHQWLRQ�RU�WLPHO\�GHWHFWLRQ�RI�XQDXWKRUL]HG�DFTXLVLWLRQ��XVH��RU�
GLVSRVLWLRQ�RI�WKH�FRPSDQ\¶V�DVVHWV�WKDW�FRXOG�KDYH�D�PDWHULDO�HIIHFW�RQ�WKH�ILQDQFLDO�VWDWHPHQWV�

%HFDXVH�RI�LWV�LQKHUHQW�OLPLWDWLRQV��LQWHUQDO�FRQWURO�RYHU�ILQDQFLDO�UHSRUWLQJ�PD\�QRW�SUHYHQW�RU�GHWHFW�PLVVWDWHPHQWV��$OVR�
SURMHFWLRQV�RI�DQ\�HYDOXDWLRQ�RI�HIIHFWLYHQHVV�WR�IXWXUH�SHULRGV�DUH�VXEMHFW�WR�WKH�ULVN�WKDW�FRQWUROV�PD\�EHFRPH�LQDGHTXDWH�
EHFDXVH�RI�FKDQJHV�LQ�FRQGLWLRQV��RU�WKDW�WKH�GHJUHH�RI�FRPSOLDQFH�ZLWK�WKH�SROLFLHV�RU�SURFHGXUHV�PD\�GHWHULRUDWH�

�V��(UQVW�	�<RXQJ�//3��

-HULFKR��1HZ�<RUN
2FWREHU���������
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,QIRUPDWLRQ�FDOOHG�IRU�E\�,WHP ���LV�VHW�IRUWK�XQGHU�WKH�KHDGLQJV�³(OHFWLRQ�RI�'LUHFWRUV´�DQG�³&RUSRUDWH�
*RYHUQDQFH´�LQ�WKH�&RPSDQ\¶V�3UR[\�6WDWHPHQW�IRU�WKH�DQQXDO�PHHWLQJ�RI�VKDUHKROGHUV�WR�EH�KHOG�LQ�-DQXDU\�������RU�WKH�
�����3UR[\�6WDWHPHQW��ZKLFK�LV�LQFRUSRUDWHG�KHUHLQ�E\�WKLV�UHIHUHQFH�

,7(0������(;(&87,9(�&203(16$7,21�

,QIRUPDWLRQ�FDOOHG�IRU�E\�,WHP ���LV�VHW�IRUWK�XQGHU�WKH�KHDGLQJV�³([HFXWLYH�&RPSHQVDWLRQ´��³&RUSRUDWH�
*RYHUQDQFH²&RPSHQVDWLRQ�&RPPLWWHH´���³&RPSHQVDWLRQ�&RPPLWWHH�5HSRUW´�DQG�³'LUHFWRU�&RPSHQVDWLRQ´�LQ�WKH������
3UR[\�6WDWHPHQW��ZKLFK�LV�LQFRUSRUDWHG�KHUHLQ�E\�WKLV�UHIHUHQFH�

,7(0������6(&85,7<�2:1(56+,3�2)�&(57$,1�%(1(),&,$/�2:1(56�$1'�0$1$*(0(17�$1'�
5(/$7('�672&.+2/'(5�0$77(56�

,QIRUPDWLRQ�FDOOHG�IRU�E\�,WHP ���LV�VHW�IRUWK�XQGHU�WKH�KHDGLQJV�³6HFXULW\�2ZQHUVKLS�RI�&HUWDLQ�%HQHILFLDO�2ZQHUV�
DQG�0DQDJHPHQW´�DQG�³(TXLW\�&RPSHQVDWLRQ�3ODQ�,QIRUPDWLRQ´�LQ�WKH������3UR[\�6WDWHPHQW��ZKLFK�LV�LQFRUSRUDWHG�KHUHLQ�
E\�WKLV�UHIHUHQFH��

,7(0������&(57$,1�5(/$7,216+,36�$1'�5(/$7('�75$16$&7,216��$1'�',5(&725�,1'(3(1'(1&(�

,QIRUPDWLRQ�FDOOHG�IRU�E\�,WHP ���LV�VHW�IRUWK�XQGHU�WKH�KHDGLQJ�³&HUWDLQ�5HODWLRQVKLSV�DQG�5HODWHG�3HUVRQ�
7UDQVDFWLRQV´�DQG�³&RUSRUDWH�*RYHUQDQFH´�LQ�WKH������3UR[\�6WDWHPHQW��ZKLFK�LV�LQFRUSRUDWHG�KHUHLQ�E\�WKLV�UHIHUHQFH�
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,QIRUPDWLRQ�FDOOHG�IRU�E\�,WHP ���LV�VHW�IRUWK�XQGHU�WKH�KHDGLQJ�³5DWLILFDWLRQ�RI�$SSRLQWPHQW�RI�,QGHSHQGHQW�
5HJLVWHUHG�3XEOLF�$FFRXQWLQJ�)LUP´�LQ�WKH������3UR[\�6WDWHPHQW��ZKLFK�LV�LQFRUSRUDWHG�KHUHLQ�E\�WKLV�UHIHUHQFH��
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�D�����,QGH[�WR�)LQDQFLDO�6WDWHPHQWV

)LQDQFLDO�VWDWHPHQWV�ILOHG DV�D�SDUW�RI�WKLV�UHSRUW�DUH�OLVWHG�RQ�WKH�³,QGH[�WR�&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV´�DW�SDJH ��
KHUHLQ�

�D�����)LQDQFLDO�6WDWHPHQW�6FKHGXOHV

)RU�WKH�WKUHH�ILVFDO�\HDUV�HQGHG�6HSWHPEHU���������
3DJH

6FKHGXOH ,,²9DOXDWLRQ�DQG�4XDOLI\LQJ�$FFRXQWV 6��

$OO�RWKHU�VFKHGXOHV�KDYH�EHHQ�RPLWWHG�EHFDXVH�WKH�LQIRUPDWLRQ�LV�QRW�DSSOLFDEOH�RU�LV�SUHVHQWHG�LQ�WKH�&RQVROLGDWHG�)LQDQFLDO
6WDWHPHQWV�RU�1RWHV�WKHUHWR�

�D�����([KLELWV

5HIHUHQFH�LV�PDGH�WR�,WHP����E��EHORZ�

�E��([KLELWV

7KH�([KLELW�,QGH[��ZKLFK�LPPHGLDWHO\�SUHFHGHV�WKH�VLJQDWXUH�SDJH��LV�LQFRUSRUDWHG�E\�UHIHUHQFH�LQWR�WKLV�5HSRUW��

�F��)LQDQFLDO�6WDWHPHQW�6FKHGXOHV

5HIHUHQFH�LV�PDGH�WR�,WHP����D�����DERYH�

,7(0�����)250����.�6800$5<�
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([KLELW
1R� 'HVFULSWLRQ
���� &HUWLILFDWH�RI�,QFRUSRUDWLRQ�RI�WKH�5HJLVWUDQW�
���� $PHQGHG�DQG�5HVWDWHG�%\�ODZV�RI�WKH�5HJLVWUDQW��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW ����WR�WKH�5HJLVWUDQW¶V�

&XUUHQW�5HSRUW�RQ�)RUP ��.��ILOHG�ZLWK�WKH�6(&�RQ�2FWREHU������������6(&�)LOH�1R�������������
���� 6SHFLPHQ�&ODVV $�&RPPRQ�6WRFN�&HUWLILFDWH�
���� $PHQGHG�DQG�5HVWDWHG�1RWH�3XUFKDVH�$JUHHPHQW��GDWHG�DV�RI�$SULO ����������E\�DQG�DPRQJ�06&�,QGXVWULDO�

'LUHFW�&R���,QF��DQG�WKH�QRWHKROGHUV�QDPHG�WKHUHLQ��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������WR�WKH�
5HJLVWUDQW¶V�&XUUHQW�5HSRUW�RQ�)RUP���.�ILOHG�ZLWK�WKH�6(&�RQ�$SULO �����������6(&�)LOH�1R�������������

���� )RUP�RI�)RUP�RI�������6HQLRU�1RWH��6HULHV�$��GXH�-XO\ ����������LQFOXGHG�LQ�([KLELW�������
���� )RUP�RI�)RUP�RI�������6HQLRU�1RWH��6HULHV�%��GXH�-XO\ ����������LQFOXGHG�LQ�([KLELW�������
����� $PHQGHG�DQG�5HVWDWHG�&KDQJH�LQ�&RQWURO�$JUHHPHQW��GDWHG�'HFHPEHU ��������EHWZHHQ�06&�,QGXVWULDO�

'LUHFW�&R���,QF��DQG�(ULN�*HUVKZLQG��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������WR�WKH�5HJLVWUDQW¶V�&XUUHQW�
5HSRUW�RQ�)RUP���.�ILOHG�ZLWK�WKH�6(&�RQ�'HFHPEHU �������� �6(&�)LOH�1R��������������

����� $PHQGHG�DQG�5HVWDWHG�&KDQJH�LQ�&RQWURO�$JUHHPHQW��GDWHG�'HFHPEHU ��������EHWZHHQ�06&�,QGXVWULDO�
'LUHFW�&R���,QF��DQG�'RXJODV�-RQHV��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW������WR�WKH�5HJLVWUDQW¶V�&XUUHQW�
5HSRUW�RQ�)RUP���.�ILOHG�ZLWK�WKH�6(&�RQ�'HFHPEHU �������� �6(&�)LOH�1R��������������

����� $PHQGHG�DQG�5HVWDWHG�&KDQJH�LQ�&RQWURO�$JUHHPHQW��GDWHG�'HFHPEHU ��������EHWZHHQ�06&�,QGXVWULDO�
'LUHFW�&R���,QF��DQG�6WHYH�$UPVWURQJ��LQFRUSRUDWHG�E\�UHIHUHQFH�WR�([KLELW �����WR�WKH�5HJLVWUDQW¶V�4XDUWHUO\�
5HSRUW�RQ�)RUP ���4�ILOHG�ZLWK�WKH�6(&�RQ�$SULO ����������6(&�)LOH�1R��������������
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Corporate Information
ANNUAL MEETING 
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COMPANY HEADQUARTERS

MSC Industrial Supply Co.

75 Maxess Road

Melville, New York 11747

MSC Industrial Supply Co.

525 Harbour Place Drive

Davidson, North Carolina 28036

WEBSITE

www.mscdirect.com

INVESTOR RELATIONS CONTACT

John Chironna

MSC Industrial Supply Co.
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MSC Industrial Supply Co.’s Class A  

common stock is traded on the  

New York Stock Exchange under  

the symbol “MSM.”
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