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SHFXULWLHV UHJLVWHUHG SXUVXDQW WR SHFWLRQ ���E� RI WKH AFW�



SHFXULWLHV UHJLVWHUHG SXUVXDQW WR VHFWLRQ ���J� RI WKH AFW�

IQGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV D ZHOO�NQRZQ VHDVRQHG LVVXHU� DV GHILQHG LQ 5XOH ��� RI WKH SHFXULWLHV
AFW� YHV NR

IQGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV QRW UHTXLUHG WR ILOH UHSRUWV SXUVXDQW WR SHFWLRQ �� RU SHFWLRQ ���G� RI WKH
AFW� YHV NR

IQGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW� ��� KDV ILOHG DOO UHSRUWV UHTXLUHG WR EH ILOHG E\ SHFWLRQ �� RU ���G� RI
WKH SHFXULWLHV E[FKDQJH AFW RI ���� GXULQJ WKH SUHFHGLQJ �� PRQWKV �RU IRU VXFK VKRUWHU SHULRG WKDW WKH UHJLVWUDQW
ZDV UHTXLUHG WR ILOH VXFK UHSRUWV�� DQG ��� KDV EHHQ VXEMHFW WR VXFK ILOLQJ UHTXLUHPHQWV IRU WKH SDVW �� GD\V� YHV
NR

IQGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV VXEPLWWHG HOHFWURQLFDOO\ HYHU\ IQWHUDFWLYH 'DWD FLOH UHTXLUHG WR EH
VXEPLWWHG SXUVXDQW WR 5XOH ��� RI 5HJXODWLRQ S�T ��������� RI WKLV FKDSWHU� GXULQJ WKH SUHFHGLQJ �� PRQWKV �RU IRU
VXFK VKRUWHU SHULRG WKDW WKH UHJLVWUDQW ZDV UHTXLUHG WR VXEPLW VXFK ILOHV�� YHV NR

IQGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D ODUJH DFFHOHUDWHG ILOHU� DQ DFFHOHUDWHG ILOHU� D QRQ�DFFHOHUDWHG ILOHU�
RU D VPDOOHU UHSRUWLQJ FRPSDQ\� SHH WKH GHILQLWLRQV RI ³ODUJH DFFHOHUDWHG ILOHU�´ ³DFFHOHUDWHG ILOHU´ DQG ³VPDOOHU
UHSRUWLQJ FRPSDQ\´ LQ 5XOH ��E�� RI WKH E[FKDQJH AFW�

LDUJH DFFHOHUDWHG ILOHU AFFHOHUDWHG ILOHU

NRQ�DFFHOHUDWHG ILOHU SPDOOHU UHSRUWLQJ FRPSDQ\

EPHUJLQJ JURZWK FRPSDQ\

II DQ HPHUJLQJ JURZWK FRPSDQ\� LQGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW KDV HOHFWHG QRW WR XVH WKH H[WHQGHG
WUDQVLWLRQ SHULRG IRU FRPSO\LQJ ZLWK DQ\ QHZ RU UHYLVHG ILQDQFLDO DFFRXQWLQJ VWDQGDUGV SURYLGHG SXUVXDQW WR SHFWLRQ
���D� RI WKH E[FKDQJH AFW�

IQGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG D UHSRUW RQ DQG DWWHVWDWLRQ WR LWV PDQDJHPHQW¶V DVVHVVPHQW RI
WKH HIIHFWLYHQHVV RI LWV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ XQGHU SHFWLRQ ����E� RI WKH SDUEDQHV�O[OH\ AFW ���
8�S�&� �����E�� E\ WKH UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP WKDW SUHSDUHG RU LVVXHG LWV DXGLW UHSRUW�

II VHFXULWLHV DUH UHJLVWHUHG SXUVXDQW WR SHFWLRQ ���E� RI WKH AFW� LQGLFDWH E\ FKHFN PDUN ZKHWKHU WKH ILQDQFLDO
VWDWHPHQWV RI WKH UHJLVWUDQW LQFOXGHG LQ WKH ILOLQJ UHIOHFW WKH FRUUHFWLRQ RI DQ HUURU WR SUHYLRXVO\ LVVXHG ILQDQFLDO
VWDWHPHQWV�

IQGLFDWH E\ FKHFN PDUN ZKHWKHU DQ\ RI WKRVH HUURU FRUUHFWLRQV DUH UHVWDWHPHQWV WKDW UHTXLUHG D UHFRYHU\ DQDO\VLV RI
LQFHQWLYH�EDVHG FRPSHQVDWLRQ UHFHLYHG E\ DQ\ RI WKH UHJLVWUDQW¶V H[HFXWLYH RIILFHUV GXULQJ WKH UHOHYDQW UHFRYHU\
SHULRG SXUVXDQW WR �������'���E��

IQGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D VKHOO FRPSDQ\ �DV GHILQHG LQ 5XOH ��E�� RI WKH AFW�� YHV
NR

TKH DJJUHJDWH PDUNHW YDOXH DV RI -XQH ��� ����� RI WKH UHJLVWUDQW¶V FRPPRQ VWRFN KHOG E\ QRQ�DIILOLDWHV EDVHG RQ
WKH UHSRUWHG FORVLQJ SULFH RQ WKH NHZ YRUN SWRFN E[FKDQJH RQ VXFK GDWH ZDV �������������

AV RI 0DUFK �� ����� WKH UHJLVWUDQW KDG �L� ���������� VKDUHV RI &ODVV A &RPPRQ SWRFN� DQG �LL� �����������
VKDUHV RI &ODVV B &RPPRQ SWRFN RXWVWDQGLQJ�
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'O&80ENTS IN&O5PO5ATE' BY 5EFE5EN&E

PRUWLRQV RI WKH PUR[\ SWDWHPHQW UHODWLQJ WR B5& IQF�¶V ���� AQQXDO 0HHWLQJ RI SKDUHKROGHUV DUH LQFRUSRUDWHG E\
UHIHUHQFH LQWR PDUW III RI WKLV FRUP ���K�
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TKLV AQQXDO 5HSRUW LQFOXGHV VWDWHPHQWV WKDW H[SUHVV WKH &RPSDQ\¶V RSLQLRQV� H[SHFWDWLRQV� KRSHV� EHOLHIV�
SODQV� LQWHQWLRQV� REMHFWLYHV� VWUDWHJLHV� DVVXPSWLRQV RU SURMHFWLRQV UHJDUGLQJ IXWXUH HYHQWV RU IXWXUH UHVXOWV RI
RSHUDWLRQV RU ILQDQFLDO FRQGLWLRQ DQG WKHUHIRUH DUH� RU PD\ EH GHHPHG WR EH� ³IRUZDUG�ORRNLQJ VWDWHPHQWV�´ TKH
ZRUGV ³DQWLFLSDWH�´ ³EHOLHYH�´ ³FRQWLQXH�´ ³FRXOG�´ ³HVWLPDWH�´ ³H[SHFW�´ ³LQWHQGV�´ ³PD\�´ ³PLJKW�´ ³SODQ�´
³SRVVLEOH�´ ³SRWHQWLDO�´ ³SUHGLFW�´ ³SURMHFW�´ ³VKRXOG�´ ³ZLOO�´ ³ZRXOG´ DQG VLPLODU H[SUHVVLRQV PD\ LGHQWLI\
IRUZDUG�ORRNLQJ VWDWHPHQWV� EXW WKH DEVHQFH RI WKHVH ZRUGV GRHV QRW PHDQ WKDW D VWDWHPHQW LV QRW IRUZDUG�ORRNLQJ�
FRUZDUG�ORRNLQJ VWDWHPHQWV DSSHDU LQ D QXPEHU RI SODFHV WKURXJKRXW WKLV AQQXDO 5HSRUW DQG LQFOXGH VWDWHPHQWV
UHJDUGLQJ WKH &RPSDQ\¶V LQWHQWLRQV� EHOLHIV RU FXUUHQW H[SHFWDWLRQV FRQFHUQLQJ� DPRQJ RWKHU WKLQJV� UHVXOWV RI
RSHUDWLRQV� ILQDQFLDO FRQGLWLRQ� OLTXLGLW\� SURVSHFWV� JURZWK� VWUDWHJLHV� IXWXUH PDUNHW FRQGLWLRQV RU HFRQRPLF
SHUIRUPDQFH DQG GHYHORSPHQWV LQ WKH FDSLWDO DQG FUHGLW PDUNHWV DQG H[SHFWHG IXWXUH ILQDQFLDO SHUIRUPDQFH� WKH
PDUNHWV LQ ZKLFK WKH &RPSDQ\ RSHUDWHV DV ZHOO DV DQ\ LQIRUPDWLRQ FRQFHUQLQJ SRVVLEOH RU DVVXPHG IXWXUH UHVXOWV RI
RSHUDWLRQV RI WKH &RPSDQ\� SXFK IRUZDUG�ORRNLQJ VWDWHPHQWV DUH EDVHG RQ DYDLODEOH FXUUHQW PDUNHW PDWHULDO
DYDLODEOH DV RI WKH GDWH RI WKLV AQQXDO 5HSRUW DQG PDQDJHPHQW¶V H[SHFWDWLRQV� EHOLHIV DQG IRUHFDVWV FRQFHUQLQJ
IXWXUH HYHQWV LPSDFWLQJ WKH &RPSDQ\� FDFWRUV WKDW PD\ FDXVH VXFK IRUZDUG�ORRNLQJ VWDWHPHQWV WR GLIIHU IURP DFWXDO
UHVXOWV LQFOXGH� EXW DUH QRW OLPLWHG WR�

&RPSHWLWLRQ DQG RXU DELOLW\ WR JURZ DQG PDQDJH JURZWK VXVWDLQDEO\ DQG UHWDLQ RXU NH\ HPSOR\HHV�

� FDLOXUH WR DFKLHYH SURILWDELOLW\�

NHJDWLYH SXEOLFLW\ DIIHFWLQJ RXU EUDQG DQG UHSXWDWLRQ� RU WKH UHSXWDWLRQ RI NH\ HPSOR\HHV� ZKLFK PD\
DGYHUVHO\ DIIHFW RXU RSHUDWLQJ UHVXOWV�

FDLOXUH E\ XV WR PDLQWDLQ RXU PHVVDJH DV D VXSSRUWLYH PHPEHU RI WKH YHWHUDQ DQG PLOLWDU\ FRPPXQLWLHV DQG
DQ\ RWKHU IDFWRUV ZKLFK PD\ QHJDWLYHO\ DIIHFW WKH SHUFHSWLRQ RI RXU EUDQG�

OXU OLPLWHG RSHUDWLQJ KLVWRU\� ZKLFK PD\ PDNH LW GLIILFXOW WR VXFFHVVIXOO\ H[HFXWH RXU VWUDWHJLF LQLWLDWLYHV
DQG DFFXUDWHO\ HYDOXDWH IXWXUH ULVNV DQG FKDOOHQJHV�

FDLOHG PDUNHWLQJ FDPSDLJQV� ZKLFK PD\ FDXVH XV WR LQFXU FRVWV ZLWKRXW DWWUDFWLQJ QHZ FXVWRPHUV RU
UHDOL]LQJ KLJKHU UHYHQXH�

FDLOXUH WR DWWUDFW QHZ FXVWRPHUV RU UHWDLQ H[LVWLQJ FXVWRPHUV�

5LVNV UHODWHG WR WKH XVH RI VRFLDO PHGLD SODWIRUPV� LQFOXGLQJ GHSHQGHQFH RQ WKLUG�SDUW\ SODWIRUPV�

FDLOXUH WR SURYLGH KLJK�TXDOLW\ FXVWRPHU H[SHULHQFH WR UHWDLO SDUWQHUV DQG HQG XVHUV� LQFOXGLQJ DV D UHVXOW RI
SURGXFWLRQ GHIDXOWV RU LVVXHV� LQFOXGLQJ GXH WR IDLOXUHV E\ RQH RU PRUH RI RXU FR�PDQXIDFWXUHUV� DIIHFWLQJ
WKH TXDOLW\ RI RXU SURGXFWV� ZKLFK PD\ DGYHUVHO\ DIIHFW RXU EUDQG�

'HFUHDVH LQ VXFFHVV RI WKH 'LUHFW WR &RQVXPHU �³'T&´� UHYHQXH FKDQQHO�

LRVV RI RQH RU PRUH RI FR�PDQXIDFWXUHUV� RU GHOD\V� TXDOLW\� RU RWKHU SURGXFWLRQ LVVXHV� LQFOXGLQJ ODERU�
UHODWHG SURGXFWLRQ LVVXHV DW DQ\ RI RXU FR�PDQXIDFWXUHUV�

FDLOXUH WR HIIHFWLYHO\ PDQDJH RU GLVWULEXWH RXU SURGXFWV WKURXJK RXU ZKROHVDOH EXVLQHVV SDUWQHUV�
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FDLOXUH E\ WKLUG SDUWLHV LQYROYHG LQ WKH VXSSO\ FKDLQ RI FRIIHH� VWRUH VXSSOLHV RU PHUFKDQGLVH WR SURGXFH RU
GHOLYHU SURGXFWV� LQFOXGLQJ DV D UHVXOW RI RQJRLQJ VXSSO\ FKDLQ GLVUXSWLRQV� RU RXU IDLOXUH WR HIIHFWLYHO\
PDQDJH VXFK WKLUG SDUWLHV�

&KDQJHV LQ WKH PDUNHW IRU KLJK�TXDOLW\ FRIIHH EHDQV DQG RWKHU FRPPRGLWLHV�

FOXFWXDWLRQV LQ FRVWV DQG DYDLODELOLW\ RI UHDO HVWDWH� ODERU� UDZ PDWHULDOV� HTXLSPHQW� WUDQVSRUWDWLRQ RU
VKLSSLQJ�

LRVV RI FRQILGHQWLDO GDWD IURP FXVWRPHUV DQG HPSOR\HHV� ZKLFK PD\ VXEMHFW XV WR OLWLJDWLRQ� OLDELOLW\ RU
UHSXWDWLRQDO GDPDJH�

FDLOXUH WR VXFFHVVIXOO\ FRPSHWH ZLWK RWKHU SURGXFHUV DQG UHWDLOHUV RI FRIIHH�

� FDLOXUH WR VXFFHVVIXOO\ RSHQ QHZ BODFN 5LIOH &RIIHH VKRSV �³OXWSRVWV´�� LQFOXGLQJ IDLOXUH WR WLPHO\ SURFHHG
WKURXJK SHUPLWWLQJ DQG RWKHU GHYHORSPHQW SURFHVVHV� RU WKH IDLOXUH RI DQ\ QHZ RU H[LVWLQJ OXWSRVWV WR
JHQHUDWH VXIILFLHQW VDOHV�

FDLOXUH WR SURSHUO\ PDQDJH RXU UDSLG JURZWK DQG UHODWLRQVKLSV ZLWK YDULRXV EXVLQHVV SDUWQHUV�

FDLOXUH WR SURWHFW DJDLQVW VRIWZDUH RU KDUGZDUH YXOQHUDELOLWLHV�

FDLOXUH WR EXLOG EUDQG UHFRJQLWLRQ XVLQJ RXU LQWHOOHFWXDO SURSHUWLHV RU RWKHUZLVH�

SKLIWV LQ FRQVXPHU VSHQGLQJ� ODFN RI LQWHUHVW LQ QHZ SURGXFWV RU FKDQJHV LQ EUDQG SHUFHSWLRQ XSRQ HYROYLQJ
FRQVXPHU SUHIHUHQFHV DQG WDVWHV�

FDLOXUH WR DGHTXDWHO\ PDLQWDLQ IRRG VDIHW\ RU TXDOLW\ DQG FRPSO\ ZLWK IRRG VDIHW\ UHJXODWLRQV�

FDLOXUH WR VXFFHVVIXOO\ LQWHJUDWH LQWR QHZ GRPHVWLF DQG LQWHUQDWLRQDO PDUNHWV�

5LVNV UHODWHG WR OHDVLQJ VSDFH VXEMHFW WR ORQJ�WHUP QRQ�FDQFHODEOH OHDVHV DQG ZLWK UHVSHFW WR UHDO SURSHUW\�

FDLOXUH RI RXU IUDQFKLVH SDUWQHUV WR VXFFHVVIXOO\ PDQDJH WKHLU IUDQFKLVHV�

FDLOXUH WR UDLVH DGGLWLRQDO FDSLWDO WR GHYHORS WKH EXVLQHVV�

� 5LVNV UHODWHG WR VXSSO\ FKDLQ GLVUXSWLRQV�

5LVNV UHODWHG WR XQLRQL]DWLRQ RI HPSOR\HHV�

FDLOXUH WR FRPSO\ ZLWK IHGHUDO VWDWH DQG ORFDO ODZV DQG UHJXODWLRQV�

IQDELOLW\ WR PDLQWDLQ WKH OLVWLQJ RI RXU &ODVV A &RPPRQ SWRFN RQ WKH NHZ YRUN SWRFN E[FKDQJH
�³NYSE´�� DQG

OWKHU ULVNV DQG XQFHUWDLQWLHV LQGLFDWHG LQ WKLV AQQXDO 5HSRUW� LQFOXGLQJ WKRVH VHW IRUWK XQGHU WKH VHFWLRQ
HQWLWOHG ³Risk Factors�´

TKH IRUZDUG�ORRNLQJ VWDWHPHQWV FRQWDLQHG LQ WKLV AQQXDO 5HSRUW DUH EDVHG RQ RXU FXUUHQW H[SHFWDWLRQV DQG
EHOLHIV FRQFHUQLQJ IXWXUH GHYHORSPHQWV DQG WKHLU SRWHQWLDO HIIHFWV RQ XV� TKHUH FDQ EH QR DVVXUDQFH WKDW IXWXUH
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GHYHORSPHQWV DIIHFWLQJ XV ZLOO EH WKRVH WKDW ZH KDYH DQWLFLSDWHG� TKHVH IRUZDUG�ORRNLQJ VWDWHPHQWV LQYROYH D
QXPEHU RI ULVNV� XQFHUWDLQWLHV �VRPH RI ZKLFK DUH EH\RQG RXU FRQWURO� RU RWKHU DVVXPSWLRQV WKDW PD\ FDXVH DFWXDO
UHVXOWV RU SHUIRUPDQFH WR EH PDWHULDOO\ GLIIHUHQW IURP WKRVH H[SUHVVHG RU LPSOLHG E\ WKHVH IRUZDUG�ORRNLQJ
VWDWHPHQWV� TKHVH ULVNV DQG XQFHUWDLQWLHV LQFOXGH� EXW DUH QRW OLPLWHG WR� WKRVH IDFWRUV GHVFULEHG XQGHU WKH KHDGLQJ
³5LVN FDFWRUV�´ SKRXOG RQH RU PRUH RI WKHVH ULVNV RU XQFHUWDLQWLHV PDWHULDOL]H� RU VKRXOG DQ\ RI WKH DVVXPSWLRQV
SURYH LQFRUUHFW� DFWXDO UHVXOWV PD\ YDU\ LQ PDWHULDO UHVSHFWV IURP WKRVH SURMHFWHG LQ WKHVH IRUZDUG�ORRNLQJ
VWDWHPHQWV� :H ZLOO QRW XQGHUWDNH DQ\ REOLJDWLRQ WR XSGDWH RU UHYLVH DQ\ IRUZDUG�ORRNLQJ VWDWHPHQWV� ZKHWKHU DV D
UHVXOW RI QHZ LQIRUPDWLRQ� IXWXUH HYHQWV RU RWKHUZLVH� H[FHSW DV PD\ EH UHTXLUHG XQGHU DSSOLFDEOH VHFXULWLHV ODZV�

OXU EXVLQHVV LV VXEMHFW WR QXPHURXV ULVNV DQG XQFHUWDLQWLHV� LQFOXGLQJ WKRVH GHVFULEHG LQ PDUW I� IWHP �A� 5LVN
FDFWRUV LQ WKLV AQQXDO 5HSRUW� WKDW UHSUHVHQW FKDOOHQJHV WKDW ZH IDFH LQ FRQQHFWLRQ ZLWK WKH VXFFHVVIXO
LPSOHPHQWDWLRQ RI RXU VWUDWHJ\ DQG WKH JURZWK RI RXU EXVLQHVV� IQ SDUWLFXODU� WKH IROORZLQJ FRQVLGHUDWLRQV� DPRQJ
RWKHUV� PD\ RIIVHW RXU FRPSHWLWLYH VWUHQJWKV RU KDYH D QHJDWLYH HIIHFW RQ RXU EXVLQHVV VWUDWHJ\� ZKLFK FRXOG FDXVH D
GHFOLQH LQ WKH SULFH RI VKDUHV RI RXU FRPPRQ VWRFN DQG UHVXOW LQ D ORVV RI DOO RU D SRUWLRQ RI \RXU LQYHVWPHQW�

Risks Related to Our Business

� OXU EUDQG� LQFOXGLQJ TXDOLW\ RI PHGLD FRQWHQW DQG DFWLYH SDUWLFLSDWLRQ LQ WKH YHWHUDQ FRPPXQLW\� DQG
UHSXWDWLRQ DUH FULWLFDO WR RXU VXFFHVV� DQG DQ\ SXEOLFLW\� UHJDUGOHVV RI DFFXUDF\� WKDW SRUWUD\V XV QHJDWLYHO\
FRXOG DGYHUVHO\ LPSDFW RSHUDWLQJ UHVXOWV�

� FDLOXUH WR PDLQWDLQ RU HQKDQFH WKH YDOXH DQG UHSXWDWLRQ RI RXU EUDQG� LQFOXGLQJ RXU VXSSRUW RI WKH YHWHUDQ
FRPPXQLW\� FRXOG KDYH D QHJDWLYH LPSDFW RQ RXU ILQDQFLDO UHVXOWV�

� OXU JURZWK VWUDWHJ\ GHSHQGV RQ WKH VXFFHVVIXO H[HFXWLRQ RI RXU VWUDWHJLF LQLWLDWLYHV� DQG RXU OLPLWHG
RSHUDWLQJ KLVWRU\ PD\ PDNH LW GLIILFXOW WR DFFXUDWHO\ HYDOXDWH IXWXUH ULVNV DQG FKDOOHQJHV�

� OXU PDUNHWLQJ SURJUDPV PD\ QRW EH VXFFHVVIXO� UHVXOWLQJ LQ KDUP WR RXU ILQDQFLDO UHVXOWV�
� OXU QHZ SURGXFWV RU PHUFKDQGLVH PD\ QRW JHQHUDWH LQFUHDVHG VDOHV RU SURILWV�
� :H DUH VXEMHFW WR ULVNV DVVRFLDWHG ZLWK XVLQJ VRFLDO PHGLD DV D SULPDU\ IRUP RI DGYHUWLVHPHQW DQG FXVWRPHU

HQJDJHPHQW�
� :H UHO\ RQ RXU HPSOR\HHV WR SURYLGH D KLJK�TXDOLW\ FXVWRPHU H[SHULHQFH� DQG DQ\ IDLOXUH RQ RXU EHKDOI WR

FDWHU WR WKH FRQVXPHU H[SHULHQFH FRXOG KDUP WKH EUDQG�
� OXU FXUUHQW RSHUDWLRQV DUH GHSHQGHQW RQ WKH ILQDQFLDO SHUIRUPDQFH RI RXU GLUHFW WR FRQVXPHU DQG :KROHVDOH

FKDQQHOV� DQG UHOLDQFH RQ WKLUG SDUW\ ORJLVWLFV� DV ZHOO DV RWKHU ULVNV� FRXOG QHJDWLYHO\ LPSDFW RXU EXVLQHVV�
� :H UHO\ RQ FR�PDQXIDFWXUHUV WR VXSSO\ PDQ\ RI RXU SURGXFWV� LQFOXGLQJ 5HDG\�TR�'ULQN �³5T'´�� DQG D

ORVV RI RQH RU PRUH RI WKHVH SDUWQHUV� RU IDLOXUH RI WKHVH SDUWQHUV WR IXOILOO WKHLU FRQWUDFWXDO REOLJDWLRQV�
FRXOG KDUP XV�

� :H VWURQJO\ UHO\ XSRQ RXU :KROHVDOH FKDQQHO SDUWQHUV� II ZH FDQQRW PDLQWDLQ JRRG UHODWLRQVKLSV ZLWK
EURNHUV DQG GLVWULEXWRUV� RXU :KROHVDOH UHYHQXH FKDQQHO PD\ EH KDUPHG�

� :H UHO\ RQ D QXPEHU RI WKLUG SDUWLHV LQ WKH VXSSO\ FKDLQ RI FRIIHH� VWRUH VXSSOLHV� RU PHUFKDQGLVH WR
SURGXFH RU GHOLYHU RXU SURGXFWV� DQG IDLOXUH E\ WKHVH WKLUG SDUWLHV WR HIILFLHQWO\ RSHUDWH FRXOG DGYHUVHO\
LPSDFW XV�

� IQFUHDVHV LQ WKH FRVW RI KLJK�TXDOLW\ FRIIHH EHDQV RU RWKHU FRPPRGLWLHV RU GHFUHDVHV LQ WKH DYDLODELOLW\ RI
KLJK�TXDOLW\ FRIIHH EHDQV RU RWKHU FRPPRGLWLHV FRXOG KDYH DQ DGYHUVH LPSDFW RQ RXU EXVLQHVV DQG ILQDQFLDO
UHVXOWV�

� OXU ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV DUH GHSHQGHQW XSRQ FRQVXPHU GLVFUHWLRQDU\ VSHQGLQJ�
� :H PD\ QRW EH DEOH WR FRPSHWH VXFFHVVIXOO\ ZLWK RWKHU SURGXFHUV DQG UHWDLOHUV RI FRIIHH�
� OXU JURZWK VWUDWHJ\ GHSHQGV LQ SDUW RQ RSHQLQJ QHZ OXWSRVWV LQ H[LVWLQJ DQG QHZ PDUNHWV� :H PD\ EH

XQVXFFHVVIXO LQ RSHQLQJ QHZ OXWSRVWV RU HVWDEOLVKLQJ QHZ PDUNHWV� ZKLFK FRXOG DGYHUVHO\ DIIHFW RXU
JURZWK�

� OXU IDLOXUH WR PDQDJH RXU JURZWK HIIHFWLYHO\ FRXOG KDUP RXU EXVLQHVV DQG RSHUDWLQJ UHVXOWV�
� :H DUH LQFUHDVLQJO\ GHSHQGHQW RQ LQIRUPDWLRQ WHFKQRORJ\ DQG RXU DELOLW\ WR SURFHVV GDWD LQ RUGHU WR RSHUDWH

DQG VHOO RXU JRRGV DQG VHUYLFHV�
� II WKH WHFKQRORJ\�EDVHG V\VWHPV WKDW JLYH RXU FRQVXPHUV WKH DELOLW\ WR VKRS RU LQWHUDFW ZLWK XV RQOLQH GR QRW

IXQFWLRQ HIIHFWLYHO\� RXU RSHUDWLQJ UHVXOWV� DV ZHOO DV RXU DELOLW\ WR JURZ RXU GLJLWDO FRPPHUFH EXVLQHVV
JOREDOO\ RU WR UHWDLQ RXU FXVWRPHU EDVH� FRXOG EH PDWHULDOO\ DGYHUVHO\ DIIHFWHG�
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� :H UHO\ VLJQLILFDQWO\ RQ LQIRUPDWLRQ WHFKQRORJ\ DQG GDWD WR RSHUDWH RXU EXVLQHVV� LQFOXGLQJ RXU VXSSO\
FKDLQ DQG UHWDLO RSHUDWLRQV�

� II ZH RU RXU IUDQFKLVH SDUWQHUV DUH XQDEOH WR SURWHFW RXU FXVWRPHUV¶ DQG HPSOR\HHV¶ SHUVRQDO� ILQDQFLDO� RU
RWKHU FRQILGHQWLDO GDWD� RU LI RXU LQIRUPDWLRQ WHFKQRORJ\ V\VWHPV DUH FRPSURPLVHG� ZH FRXOG EH H[SRVHG WR
GDWD ORVV� OLWLJDWLRQ� OLDELOLW\ DQG UHSXWDWLRQDO GDPDJH�

� :H PD\ QRW EH DEOH WR DGHTXDWHO\ SURWHFW RXU LQWHOOHFWXDO SURSHUW\� LQFOXGLQJ WUDGHPDUNV� WUDGH QDPHV� DQG
VHUYLFH PDUNV� ZKLFK� LQ WXUQ� FRXOG KDUP WKH YDOXH RI RXU EUDQG DQG DGYHUVHO\ DIIHFW RXU EXVLQHVV�

� OXU VXFFHVV LV GHSHQGHQW XSRQ HYROYLQJ FRQVXPHU SUHIHUHQFHV DQG WDVWHV� DQG VKLIWV LQ FRQVXPHU VSHQGLQJ�
ODFN RI LQWHUHVW LQ QHZ SURGXFWV� RU FKDQJHV LQ EUDQG SHUFHSWLRQ FDQ QHJDWLYHO\ DIIHFW FRQVXPHU GHPDQG IRU
RXU SURGXFWV�

� FRRG VDIHW\ DQG TXDOLW\ FRQFHUQV PD\ QHJDWLYHO\ LPSDFW RXU EUDQG� EXVLQHVV� DQG SURILWDELOLW\� RXU LQWHUQDO
RSHUDWLRQDO FRQWUROV DQG VWDQGDUGV PD\ QRW DOZD\V EH PHW� AQ\ SRVVLEOH LQVWDQFHV RU UHSRUWV� ZKHWKHU WUXH
RU QRW� RI IRRG RU EHYHUDJH�ERUQH LOOQHVV FRXOG UHGXFH RXU VDOHV�

� :H DUH VXEMHFW WR WKH ULVNV DVVRFLDWHG ZLWK OHDVLQJ VSDFH VXEMHFW WR ORQJ�WHUP QRQ�FDQFHODEOH OHDVHV DQG
ZLWK UHVSHFW WR UHDO SURSHUW\ WKDW ZH RXUVHOI RZQ�

� :H UHO\ LQ SDUW RQ WKH VXFFHVV RI RXU IUDQFKLVH SDUWQHUV� RYHU ZKRP ZH KDYH OLPLWHG FRQWURO ZLWK UHVSHFW WR
WKHLU RSHUDWLRQV�

� II ZH IDLO WR PDLQWDLQ DGHTXDWH RSHUDWLRQDO DQG ILQDQFLDO UHVRXUFHV� SDUWLFXODUO\ LI ZH FRQWLQXH WR JURZ
UDSLGO\� ZH PD\ EH XQDEOH WR H[HFXWH RXU EXVLQHVV SODQ RU PDLQWDLQ KLJK OHYHOV RI VHUYLFH DQG FXVWRPHU
VDWLVIDFWLRQ�

� 'LVUXSWLRQV DW WKH UHJLRQDO EDQN LQ ZKLFK ZH GHSRVLW RXU IXQGV FRXOG KDYH DQ DGYHUVH LPSDFW RQ RXU
EXVLQHVV DQG ILQDQFLDO FRQGLWLRQ�

� EIIHFWV RI LQIODWLRQ� LQFOXGLQJ LQFUHDVH RI RYHUDOO FRVW VWUXFWXUH� PD\ KDYH DQ DGYHUVH LPSDFW RQ RXU
EXVLQHVV� UHVXOWV RI RSHUDWLRQV� ILQDQFLDO SRVLWLRQ DQG OLTXLGLW\�

Risks Related to People and Culture

� :H GHSHQG RQ RXU IRXQGHU� H[HFXWLYH RIILFHUV� DQG RWKHU NH\ HPSOR\HHV� DQG WKH ORVV RI RQH RU PRUH RI
WKHVH LQGLYLGXDOV� RU WKH LQDELOLW\ WR DWWUDFW DQG UHWDLQ VXLWDEOH UHSODFHPHQWV� FRXOG KDUP RXU EXVLQHVV�

� &KDQJHV LQ WKH DYDLODELOLW\ RI DQG WKH FRVW RI ODERU FRXOG KDUP RXU EXVLQHVV�
� OXU XQLTXH ZRUNSODFH DWPRVSKHUH PD\ SURGXFH VSHFLILF FKDOOHQJHV�
� 8QLRQL]DWLRQ DFWLYLWLHV PD\ GLVUXSW RXU RSHUDWLRQV DQG DIIHFW RXU SURILWDELOLW\�

Risks Related to Regulation and Litigation

� LLWLJDWLRQ RU OHJDO SURFHHGLQJV FRXOG H[SRVH XV WR VLJQLILFDQW OLDELOLWLHV DQG KDYH D QHJDWLYH LPSDFW RQ RXU
UHSXWDWLRQ RU EXVLQHVV�

� :H DUH VXEMHFW WR PDQ\ IHGHUDO� VWDWH� DQG ORFDO ODZV ZLWK ZKLFK FRPSOLDQFH LV ERWK FRVWO\ DQG FRPSOH[�
� :H PD\ EH VXEMHFW WR OLDELOLW\ IRU SODFLQJ DGYHUWLVHPHQWV ZLWK FRQWHQW WKDW LV GHHPHG LQDSSURSULDWH RU

PLVOHDGLQJ�
� :H DQG RXU YHQGRUV FROOHFW� VWRUH� SURFHVV� DQG XVH SHUVRQDO DQG SD\PHQW LQIRUPDWLRQ DQG RWKHU FXVWRPHU

GDWD� ZKLFK VXEMHFWV XV WR D YDULHW\ RI ODZV� UHJXODWLRQV� DQG LQGXVWU\ VWDQGDUGV UHODWLQJ WR GDWD SURFHVVLQJ�
SURWHFWLRQ� SULYDF\� DQG VHFXULW\�

� :H DQG RXU IUDQFKLVH SDUWQHUV DUH VXEMHFW WR H[WHQVLYH JRYHUQPHQW UHJXODWLRQV WKDW FRXOG UHVXOW LQ FODLPV
OHDGLQJ WR LQFUHDVHG FRVWV DQG UHVWULFW RXU DELOLW\ WR RSHUDWH IUDQFKLVHV�

� OXU EXVLQHVV LV VXEMHFW WR WKH ULVN RI FODVV DFWLRQ ODZVXLWV DQG RWKHU SURFHHGLQJV WKDW DUH FRVWO\� GLYHUW
PDQDJHPHQW DWWHQWLRQ� DQG FRXOG UHVXOW LQ RXU SD\PHQW RI VXEVWDQWLDO GDPDJHV RU VHWWOHPHQW FRVWV�

� &KDQJHV LQ VWDWXWRU\� UHJXODWRU\� DFFRXQWLQJ� DQG RWKHU OHJDO UHTXLUHPHQWV� LQFOXGLQJ FKDQJHV LQ DFFRXQWLQJ
SULQFLSOHV JHQHUDOO\ DFFHSWHG LQ WKH 8QLWHG SWDWHV� FRXOG SRWHQWLDOO\ LPSDFW RXU RSHUDWLQJ DQG ILQDQFLDO
UHVXOWV�

� :H DUH VXEMHFW WR ODZV DQG UHJXODWLRQV WKDW JRYHUQ WKH GLVSOD\ DQG SURYLVLRQ RI QXWULWLRQDO LQIRUPDWLRQ RI
RXU SURGXFWV�

� :H KDYH LQFXUUHG VLJQLILFDQW LQFUHDVHG H[SHQVHV DQG DGPLQLVWUDWLYH EXUGHQV DV D SXEOLF FRPSDQ\�
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Risks Related to Our Corporate Structure

� TKH TD[ 5HFHLYDEOH AJUHHPHQW ZLWK WKH 8QLWKROGHUV RI AXWKHQWLF BUDQGV� LL& �³AXWKHQWLF BUDQGV´�
UHTXLUHV XV WR PDNH FDVK SD\PHQWV WR WKHP LQ UHVSHFW RI FHUWDLQ WD[ EHQHILWV WR ZKLFK ZH PD\ EHFRPH
HQWLWOHG� DQG ZH H[SHFW WKDW WKH SD\PHQWV ZH ZLOO EH UHTXLUHG WR PDNH FRXOG EH VXEVWDQWLDO�

� :H DUH D SXEOLF EHQHILW FRUSRUDWLRQ DQG RXU IRFXV RQ RXU SXEOLF EHQHILW SXUSRVH DQG RXU GLUHFWRUV¶ ILGXFLDU\
GXW\ WR QRW RQO\ FRQVLGHU RXU VWRFNKROGHUV¶ LQWHUHVW PD\ QHJDWLYHO\ LPSDFW RXU ILQDQFLDO SHUIRUPDQFH�
H[SRVH XV WR LQFUHDVHG ULVN RI OLWLJDWLRQ� DQG PDNH RXU DFTXLVLWLRQ PRUH GLIILFXOW�

� &HUWDLQ DQWL�WDNHRYHU SURYLVLRQV DUH LQFOXGHG LQ RXU APHQGHG DQG 5HVWDWHG &HUWLILFDWH RI IQFRUSRUDWLRQ DQG
B\ODZV� ZKLFK PD\ GHOD\ RU GLVFRXUDJH WDNHRYHU DWWHPSWV WKDW VWRFNKROGHUV PD\ FRQVLGHU IDYRUDEOH�

� :H DUH D ³FRQWUROOHG FRPSDQ\´ DQG WKH LQWHUHVWV RI RXU FRQWUROOLQJ VWRFNKROGHUV PD\ GLIIHU IURP WKRVH RI
SXEOLF VWRFNKROGHUV�

� :H DUH DQ HPHUJLQJ JURZWK FRPSDQ\�
� OXU PDQDJHPHQW KDV OLPLWHG H[SHULHQFH LQ RSHUDWLQJ D SXEOLF FRPSDQ\�
� :H KDYH QR FXUUHQW SODQV WR SD\ FDVK GLYLGHQGV�
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:KHQ XVHG LQ WKLV UHSRUW� WKH WHUPV ³ZH�´ ³XV�´ ³RXU�´ ³B5&&�´ ³BODFN 5LIOH &RIIHH�´ ³BODFN 5LIOH &RIIHH
&RPSDQ\�´ DQG WKH ³&RPSDQ\´ PHDQ B5& IQF� DQG LWV FRQVROLGDWHG VXEVLGLDULHV� FROOHFWLYHO\� XQOHVV WKH FRQWH[W
UHTXLUHV RWKHUZLVH�

BODFN 5LIOH &RIIHH &RPSDQ\ LV D YHWHUDQ�FRQWUROOHG FRPSDQ\ WKDW WKURXJK LWV VXEVLGLDULHV VHUYHV SUHPLXP
FRIIHH� FRQWHQW DQG PHUFKDQGLVH WR DFWLYH PLOLWDU\� YHWHUDQV� ILUVW UHVSRQGHUV� DQG WKRVH ZKR ORYH APHULFD� OXU
PLVVLRQ�GULYHQ EUDQG LV GHYRWHG WR FDXVH�UHODWHG FRQWHQW WKDW LQIRUPV� LQVSLUHV� HQWHUWDLQV� DQG EXLOGV RXU
FRPPXQLW\� :H DUH FRPPLWWHG WR SURGXFLQJ JUHDW FRIIHH WKDW FRQVXPHUV ORYH� DQG KLJK�TXDOLW\ PHUFKDQGLVH WKDW
HQDEOHV RXU FRPPXQLW\ WR VKRZFDVH RXU EUDQG� B\ FRQVLVWHQWO\ GHOLYHULQJ H[FHSWLRQDO SURGXFWV DQG FRQWHQW� ZH
KDYH EXLOW DQG UHWDLQHG D VWURQJ IROORZLQJ RI OR\DO FXVWRPHUV WKURXJKRXW WKH 8QLWHG SWDWHV�

:H XWLOL]H D WKUHH�SURQJHG DSSURDFK WR FUDIW D XQLTXH EUDQG WKDW UHVRQDWHV ZLWK RXU FXVWRPHU EDVH DQG HQKDQFHV
EUDQG OR\DOW\� IQIRUP� IQVSLUH� DQG EQWHUWDLQ� :H ZDQW RXU DXGLHQFH WR ORYH FRIIHH DV PXFK DV ZH GR� VR ZH VWULYH WR
LQIRUP WKHP RQ DOO WKH DZHVRPH IDFHWV WR FRIIHH� EYHU\ GD\ ZH ZRUN WR LQVSLUH RXU FXVWRPHUV� ZH WDNH SULGH LQ WKH
FRIIHH ZH URDVW� WKH YHWHUDQV ZH HPSOR\ DQG WKH FDXVHV ZH VXSSRUW� :H JLYH EDFN WR WKH FRPPXQLW\ DQG DUH
FRPPLWWHG WR VXSSRUW WKRVH ZKR VHUYH� OXU ³EQWHUWDLQ´ PDUNHWLQJ VWUDWHJ\ GULYHV EUDQG H[FLWHPHQW� DORQJ ZLWK
YDOXDEOH FXVWRPHU LQVLJKWV DQG GDWD�

:H RZQ WZR URDVWLQJ IDFLOLWLHV� RQH IRFXVHG RQ ODUJH EDWFK URDVWLQJ DQG WKH RWKHU RQ VPDOO EDWFK URDVWLQJ� TKH
FRIIHH EHDQV DUH SULPDULO\ URDVWHG LQ�KRXVH LQ WKH 8QLWHG SWDWHV WR HQVXUH FRQVLVWHQF\ DQG TXDOLW\ RI SURGXFW� OXU
FRIIHH EHDQV KDYH DQ ���SRLQW JUDGH RU KLJKHU DQG DUH VRXUFHG RQO\ IURP KLJK TXDOLW\ VXSSOLHUV� OXU RZQHG URDVWLQJ
IDFLOLWLHV RIIHU VLJQLILFDQW FDSDFLW\ IRU H[SDQVLRQ DQG DOORZ XV WR SURYLGH RXU FXVWRPHUV ZLWK D IUHVK SURGXFW�

:H KDYH H[SHULHQFHG VWURQJ UHYHQXH JURZWK VLQFH LQFHSWLRQ� 5HYHQXH LQFUHDVHG WR ������ PLOOLRQ IRU WKH \HDU
HQGHG 'HFHPEHU ��� ����� IURP ������ PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU ��� ����� DQG IURP ������ PLOOLRQ IRU
WKH \HDU HQGHG 'HFHPEHU ��� ����� UHSUHVHQWLQJ JURZWK RI ����� DQG ����� UHVSHFWLYHO\� GURZWK LQ ���� ZDV
SULPDULO\ GULYHQ E\ H[SDQVLRQ RI RXU FXVWRPHU EDVH� LQFUHDVLQJ :KROHVDOH GRRUV� DQG QHZ OXWSRVW RSHQLQJV� OXU
5HDG\�TR�'ULQN OLQH FRQWLQXHV WR EH WKH IDVWHVW JURZLQJ VLQJOH VHUYH 5T' FRIIHH DFURVV DOO FKDQQHOV RI WUDGH� OXU
HQWU\ LQWR WKH FRRG� 'UXJ DQG 0DVV �³F'0´� PDUNHW LQ FROODERUDWLRQ ZLWK :DOPDUW XQORFNV VLJQLILFDQW LQFUHPHQWDO
RSSRUWXQLW\ WR EXLOG EUDQG DZDUHQHVV DQG HQVXUHV FXVWRPHUV FDQ SXUFKDVH RXU SURGXFWV LQ PRUH SODFHV ZKHUH WKH\
VKRS� :H H[SHFW RXU HQWU\ LQWR WKH F'0 PDUNHW ZLOO FRQWULEXWH VLJQLILFDQW LQFUHPHQWDO JURZWK� UHYHQXH DQG EUDQG
DZDUHQHVV�

:H DUH D GLJLWDOO\ QDWLYH EUDQG WKDW RSHUDWHV DV RQH UHSRUWDEOH VHJPHQW� OXU RPQLFKDQQHO GLVWULEXWLRQ VWUDWHJ\
KDV WKUHH NH\ FRPSRQHQWV� 'LUHFW WR &RQVXPHU� :KROHVDOH� DQG OXWSRVWV� OXU 'T& FKDQQHO LQFOXGHV RXU H�
FRPPHUFH EXVLQHVV� WKURXJK ZKLFK FRQVXPHUV RUGHU RXU SURGXFWV RQOLQH DQG SURGXFWV DUH VKLSSHG WR WKHP� OXU
:KROHVDOH FKDQQHO LQFOXGHV SURGXFWV VROG WR DQ LQWHUPHGLDU\ VXFK DV FRQYHQLHQFH� JURFHU\� GUXJ� DQG PDVV
PHUFKDQGLVH VWRUHV� ZKR LQ WXUQ VHOO WKRVH SURGXFWV WR FRQVXPHUV� :KROHVDOH FKDQQHO VDOHV FRPSULVH D EURDG DUUD\ RI
RXU SURGXFWV� LQFOXGLQJ RXU URDVWHG EDJJHG FRIIHHV DQG N�FXSV� RXU PHUFKDQGLVH� DQG RXU 5T' SURGXFWV� OXU
:KROHVDOH FXVWRPHUV LQFOXGH WKH F'0 FXVWRPHU VHW� VXFK DV :DOPDUW� VSHFLDOW\ UHWDLO� VXFK DV BDVV PUR� DQG
FRQYHQLHQFH VWRUHV ZKLFK SULPDULO\ VHOO RXU 5T' SURGXFWV� VXFK DV ��EOHYHQ� OXU OXWSRVW FKDQQHO LQFOXGHV UHYHQXH
IURP RXU &RPSDQ\�RSHUDWHG DQG IUDQFKLVHG BODFN 5LIOH &RIIHH UHWDLO FRIIHH VKRS ORFDWLRQV� 5HYHQXH LV GULYHQ
SULPDULO\ E\ RXU 'T& FKDQQHO ZKLFK FRQWULEXWHG WR DSSUR[LPDWHO\ ������ ����� DQG ����� RI RXU WRWDO UHYHQXH LQ
����� ���� DQG ����� UHVSHFWLYHO\�
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TR PHHW WKH LQFUHDVLQJ SRSXODULW\ RI RXU 5T'� URXQGV� DQG EDJJHG FRIIHH� ZH UHO\ RQ FR�PDQXIDFWXUHUV WR
SURYLGH XV ZLWK D SRUWLRQ RI RXU SURGXFWLRQ FDSDFLW\� 0DLQWDLQLQJ WKHVH UHODWLRQVKLSV HQDEOH XV WR TXLFNO\ VFDOH WKH
SURGXFWLRQ RI RXU SURGXFWV WR PHHW FRQVXPHU GHPDQGV�

:H KDYH DOVR H[SDQGHG RXU :KROHVDOH FKDQQHO E\ DGGLQJ D QXPEHU RI SDUWQHUVKLS SURJUDPV� LQFOXGLQJ
SDUWQHUVKLSV ZLWK VRFLDO PHGLD LQIOXHQFHUV DQG VSRUWV WHDPV� SHOHFW LQIOXHQFHUV ZKR SDUWQHU ZLWK XV WR SURPRWH RXU
SURGXFWV DUH DZDUGHG HTXLW\ LQ RXU &RPSDQ\� IQ -XO\� ����� ZH DQQRXQFHG D SDUWQHUVKLS ZLWK WKH 'DOODV &RZER\V
WKDW LQFOXGHV SURGXFW SODFHPHQW DW AT	T SWDGLXP�

OXU PLVVLRQ DW B5&& LV WR VHUYH SUHPLXP FRIIHH DQG FRQWHQW WR DFWLYH PLOLWDU\� YHWHUDQV� ILUVW UHVSRQGHUV� DQG
WKRVH ZKR ORYH APHULFD� OXU FRPSDQ\ EHJDQ ZLWK D VLPSOH SUHPLVH² WR SURYLGH D TXDOLW\ SURGXFW ZKLOH JLYLQJ
EDFN WR WKH YHWHUDQ� DFWLYH PLOLWDU\� DQG ILUVW UHVSRQGHU FRPPXQLWLHV WKURXJK GLUHFW KLULQJ� LQVSLULQJ VWRULHV WROG
WKURXJK RXU PHGLD FKDQQHOV DQG FKDULWDEOH GRQDWLRQV� AV D EXVLQHVV IRXQGHG DQG OHG E\ FRPEDW YHWHUDQV RI WKH
GOREDO :DU RQ THUURU� ZH DUH PLVVLRQ�GULYHQ� HYHU\WKLQJ ZH GR� HYHU\ GHFLVLRQ ZH PDNH� LV LQ VHUYLFH RI RXU
PLVVLRQ�

IW EHJLQV ZLWK RXU SHRSOH� AW BODFN 5LIOH &RIIHH� RXU JRDO LV WR KLUH YHWHUDQV DQG EH WKH HPSOR\HU RI FKRLFH IRU
LQGLYLGXDOV VHHNLQJ D SRVW�PLOLWDU\ FDUHHU� :H DLP WR QRW MXVW KLUH YHWHUDQV� EXW DOVR LQVSLUH YHWHUDQV WR EHFRPH
HQWUHSUHQHXUV DQG KLJKOLJKW IRU RWKHU EXVLQHVVHV WKH EHQHILWV RI KLULQJ YHWHUDQV� TRGD\� YHWHUDQV DQG YHWHUDQ VSRXVHV
FRPSULVH DSSUR[LPDWHO\ KDOI RI RXU WRWDO HPSOR\HH EDVH RI RYHU ��� SHRSOH� LQFOXGLQJ SDUW�WLPH DQG VHDVRQDO
ZRUNHUV�

BODFN 5LIOH &RIIHH GRQDWHG RYHU ���� PLOOLRQ RI FRIIHH WR PLOLWDU\ DQG ILUVW UHVSRQGHU XQLWV DQG WKURXJK RXU
DIILOLDWHG ����F���� QRQ SURILW FRUSRUDWLRQ� �³B5&& FXQG´�� ZH GRQDWHG RYHU ���� PLOOLRQ LQ RWKHU GRQDWLRQV WR
FKDULWDEOH RUJDQL]DWLRQV LQ ����� AGGLWLRQDOO\� FHUWDLQ OHJDF\ KROGHUV RI SLOYHUBR[ EQJDJHG 0HUJHU &RUS I� D
'HODZDUH FRUSRUDWLRQ ��SLOYHUBR[�� DQG AXWKHQWLF BUDQGV� LL&� D 'HODZDUH OLPLWHG OLDELOLW\ FRPSDQ\ WKURXJK
ZKLFK WKH &RPSDQ\ FRQGXFWV LWV EXVLQHVV GRQDWHG RYHU ������� VKDUHV RI &ODVV A &RPPRQ SWRFN WR WKH B5&&
FXQG LQ ����� TKH B5&& FXQG IRFXVHV RQ YHWHUDQ�UHODWHG FDXVHV LPSRUWDQW WR WKH &RPSDQ\� LQFOXGLQJ HGXFDWLRQ
DQG MRE WUDLQLQJ IRU YHWHUDQV DQG VFKRODUVKLSV IRU IDPLO\ PHPEHUV RI YHWHUDQV NLOOHG RU ZRXQGHG LQ DFWLRQ�

OXU PLVVLRQ�GULYHQ DSSURDFK DQG EUDQG YDOXHV UHVRQDWH ZLWK RXU FRQVXPHUV DQG DOORZHG XV WR EXLOG D JURZLQJ
BODFN 5LIOH &RIIHH FRPPXQLW\� AFFRUGLQJ WR D &RPSDQ\ VXUYH\� WKH WRS WKUHH UHDVRQV WKDW FXVWRPHUV SXUFKDVH IURP
BODFN 5LIOH &RIIHH DUH GXH WR RXU VXSSRUW IRU WKH PLOLWDU\ DQG YHWHUDQV� RXU JUHDW WDVWLQJ FRIIHH� DQG RXU EUDQG¶V
DOLJQPHQW ZLWK WKHLU YDOXHV� OXU FRPPXQLW\ LV EURDG DQG UHDFKHV D GLYHUVH DXGLHQFH DFURVV JHRJUDSKLHV DQG
GHPRJUDSKLFV�

B5&& LV D UDSLGO\ JURZLQJ� YHWHUDQ�FRQWUROOHG DQG OHG FRIIHH DQG PHGLD FRPSDQ\ ZLWK D OR\DO DQG TXLFNO\
H[SDQGLQJ FRPPXQLW\ RI PRUH WKDQ � PLOOLRQ FRQVXPHUV WKURXJK RXU 'T& FKDQQHO VLQFH LQFHSWLRQ� PRUH WKDQ
������� DFWLYH &RIIHH &OXE VXEVFULEHUV� DQG ���� PLOOLRQ VRFLDO PHGLD IROORZHUV DFURVV BODFN 5LIOH &RIIHH¶V� FR�
IRXQGHUV¶� DQG NH\ PHGLD SHUVRQDOLWLHV¶ DFFRXQWV DV RI 'HFHPEHU ��� ����� EYDQ HDIHU IRXQGHG WKH &RPSDQ\ LQ
���� ZLWK D RQH�SRXQG URDVWHU LQ KLV JDUDJH� URDVWLQJ� SDFNDJLQJ� DQG VKLSSLQJ EDJJHG FRIIHH GLUHFW WR FRQVXPHUV�

TRGD\� BODFN 5LIOH &RIIHH RSHUDWHV RXW RI IDFLOLWLHV DQG RIILFHV LQ SDOW LDNH &LW\� 8WDK� 0DQFKHVWHU� THQQHVVHH�
DQG SDQ AQWRQLR� TH[DV� DQG RIIHUV RYHU �� YDULHWLHV RI URDVWHG ZKROH EHDQ DQG JURXQG FRIIHH� SOXV RXU 5T'�
VLQJOH�VHUYH� DQG LQVWDQW FRIIHH� OXU KLVWRULFDO SHUIRUPDQFH UHIOHFWV WKH VFDOH DQG JURZWK RI RXU &RPSDQ\�
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AW BODFN 5LIOH &RIIHH� ZH GHYHORS RXU URDVW SURILOHV ZLWK WKH VDPH PLVVLRQ IRFXV ZH OHDUQHG DV PLOLWDU\
PHPEHUV VHUYLQJ RXU FRXQWU\� :H SURGXFH FUHDWLYH DQG HQJDJLQJ� FDXVH�UHODWHG PHGLD FRQWHQW� LQ�KRXVH SURGXFHG
SRGFDVWV� DQG GLJLWDO DQG SULQW MRXUQDOLVP LQ�KRXVH WR LQIRUP� LQVSLUH� HQWHUWDLQ� DQG EXLOG RXU FRPPXQLW\� :H DOVR
VHOO BODFN 5LIOH &RIIHH�EUDQG DSSDUHO� FRIIHH EUHZLQJ HTXLSPHQW� DQG RXWGRRU DQG OLIHVW\OH JHDU WKDW RXU FRQVXPHUV
SURXGO\ ZHDU DQG XVH WR VKRZFDVH RXU EUDQG� 0HUFKDQGLVH DQG HTXLSPHQW VDOHV DV D SHUFHQWDJH RI UHYHQXH
DFFRXQWHG IRU DSSUR[LPDWHO\ ���� RI 'T& UHYHQXHV IRU WKH \HDUV HQGHG 'HFHPEHU ��� ���� DQG �����

OXU 'T& SODWIRUP KDV EHHQ WKH FRUH RI RXU EXVLQHVV IURP GD\ RQH VWDUWLQJ ZLWK ZZZ�EODFNULIOHFRIIHH�FRP� IW
KDV HQDEOHG XV WR TXLFNO\ EHFRPH D ODUJH� UHFRJQL]DEOH� DQG IDVW�JURZLQJ EHYHUDJH EUDQG LQ WKH 8QLWHG SWDWHV� ZKLOH
DOVR DOORZLQJ XV WR EHWWHU XQGHUVWDQG RXU FRQVXPHUV DQG WKHLU SUHIHUHQFHV�

:H RIIHU D VXEVFULSWLRQ VHUYLFH� RXU &RIIHH &OXE� WKURXJK ZKLFK 'T& FRQVXPHUV FDQ UHFHLYH JURXQG� ZKROH
EHDQ� VLQJOH VHUYH� LQVWDQW� RU 5T' FRIIHH VKLSSHG WR WKHLU KRPH RU RIILFH DV IUHTXHQWO\ DV HYHU\ IRXUWHHQ GD\V� AV RI
'HFHPEHU ��� ����� RXU &RIIHH &OXE VXEVFULEHUV KDYH JURZQ WR ������� RYHU WKH SDVW ILYH \HDUV� :H DOVR VHOO
FRIIHH� DSSDUHO� DQG JHDU RQOLQH IRU LQGLYLGXDO SXUFKDVH RQ D QRQ�VXEVFULSWLRQ EDVLV� OXU 'T& FKDQQHO JHQHUDWHG
������ PLOOLRQ RI VDOHV IRU WKH \HDU HQGHG 'HFHPEHU ��� ����� FRPSDUHG WR ������ PLOOLRQ RYHU WKH FRUUHVSRQGLQJ
SHULRG LQ ����� UHSUHVHQWLQJ D GHFUHDVH RI ����� 0RUH WKDQ ��� RI RXU ���� 'T& FKDQQHO UHYHQXH FDPH IURP
UHFXUULQJ VXEVFULSWLRQV�

OXU :KROHVDOH FKDQQHO FRPSOHPHQWV RXU 'T& VDOHV� IQ RXU :KROHVDOH FKDQQHO� ZH VHOO FRIIHH� DSSDUHO� DQG
JHDU WKURXJK OHDGLQJ RXWGRRU� 'IY� DQG OLIHVW\OH UHWDLOHUV� LQFOXGLQJ BDVV PUR SKRSV� SFKHHOV� DQG AFH HDUGZDUH� DV
ZHOO DV VSHFLDOW\ UHWDLOHUV� :H DOVR VHOO 5T' FRIIHH LQ OHDGLQJ FRQYHQLHQFH� JURFHU\� F'0 PHUFKDQGLVH UHWDLOHUV�
LQFOXGLQJ &DVH\¶V GHQHUDO SWRUH� &LUFOH K� KXP 	 GR� SSHHGZD\� ��EOHYHQ� PXEOL[� HEB� :DOPDUW� DQG SDP¶V
&OXE� OXU :KROHVDOH FKDQQHO JHQHUDWHG ������ PLOOLRQ RI VDOHV IRU WKH \HDU HQGHG 'HFHPEHU ��� ����� FRPSDUHG WR
����� PLOOLRQ RYHU WKH FRUUHVSRQGLQJ SHULRG LQ ����� UHSUHVHQWLQJ DQ LQFUHDVH RI �������

:H DOVR RSHUDWH DQG IUDQFKLVH OXWSRVWV� :H EHOLHYH RXU OXWSRVWV UHGHILQH WKH W\SLFDO FRIIHH VKRS H[SHULHQFH�
RIIHULQJ FRQVXPHUV DQ LPPHUVLYH HQYLURQPHQW LQ ZKLFK WR HQMR\ D IUHVKO\ EUHZHG FXS RI KLJK�TXDOLW\ FRIIHH� VWRFN
XS RQ BODFN 5LIOH &RIIHH PHUFKDQGLVH DQG EDJJHG FRIIHH� DQG FRQQHFW ZLWK PHPEHUV RI WKH ORFDO FRPPXQLW\� :H
RSHQHG RXU ILUVW &RPSDQ\�RSHUDWHG OXWSRVW LQ ���� LQ SDQ AQWRQLR� TH[DV� :H DUH LQ WKH HDUO\ VWDJHV RI RXU
QDWLRQZLGH JURZWK� ZLWK WZHQW\�VL[ OXWSRVWV� RI ZKLFK ILIWHHQ ZHUH FRPSDQ\�RSHUDWHG DQG HOHYHQ ZHUH IUDQFKLVHG
RSHQ DFURVV HLJKW VWDWHV� LQFOXGLQJ TH[DV� 8WDK� AUL]RQD� THQQHVVHH� GHRUJLD� ONODKRPD� FORULGD DQG 9LUJLQLD DV RI
'HFHPEHU ��� ����� OXU OXWSRVW FKDQQHO JHQHUDWHG ����� PLOOLRQ RI VDOHV IRU WKH \HDU HQGHG 'HFHPEHU ��� �����
FRPSDUHG WR ����� PLOOLRQ RYHU WKH FRUUHVSRQGLQJ SHULRG LQ ���� UHSUHVHQWLQJ DQ LQFUHDVH RI ������

TKH PDMRULW\ RI RXU JUHHQ FRIIHH EHDQV FRPH IURP &RORPELD� NLFDUDJXD� DQG BUD]LO� EXW VLQFH ����� ZH KDYH
DOVR VRXUFHG JUHHQ FRIIHH EHDQV IURP RYHU WHQ FRXQWULHV LQ LDWLQ APHULFD� AIULFD� DQG AVLD WR GLYHUVLI\ RXU VXSSO\
FKDLQ DQG RIIHU RXU FXVWRPHUV VSHFLDOW\ DQG OLPLWHG�WLPH�RQO\ URDVWV� 4XDOLW\ FRQWURO LV DOVR D FULWLFDOO\ LPSRUWDQW
SDUW RI RXU PDQXIDFWXULQJ DQG VXSSO\ FKDLQ RSHUDWLRQV� ��� RI RXU EDJJHG URDVWHG FRIIHH LV URDVWHG LQ�KRXVH DQG
���� LV URDVWHG LQ WKH 8QLWHG SWDWHV� A OLFHQVHG� &RIIHH 4XDOLW\ IQVWLWXWH�FHUWLILHG JUDGHU DQG IRUPHU GUHHQ BHUHW
OHDGV FXSSLQJ� JUDGLQJ� VFRULQJ� DQG VRXUFLQJ RI RXU FRIIHHV�

:H DUH XQLTXHO\ SRVLWLRQHG WR FRPSHWH LQ WKH ����� ELOOLRQ FRIIHH PDUNHW DFURVV RXU DW�KRPH� 5T'� DQG RXW�RI�
KRPH FRIIHH SURGXFWV DQG FKDQQHOV DQG DJDLQVW RWKHU KLJK�JURZWK FRQVXPHU EXVLQHVVHV� &RPSHWLWLRQ LQ RXU PDUNHWV
LV EDVHG RQ IDFWRUV VXFK DV SURGXFW TXDOLW\� URDVWLQJ PHWKRGV� EUDQG UHFRJQLWLRQ� DQG WHFKQRORJ\� :H EHOLHYH WKDW ZH
KDYH EHHQ DEOH WR FRPSHWH VXFFHVVIXOO\ RQ WKH EDVLV RI RXU VXSHULRU SURGXFW� SRZHUIXO PHGLD SODWIRUP� HPSKDVLV RQ
D PLVVLRQ�OHG OLIHVW\OH� D OR\DO FXVWRPHU EDVH� DQG VFDODEOH RPQLFKDQQHO VWUDWHJ\ ZLWK D VWURQJ VXEVFULEHU EDVH� :H



��

URDVW WKH PDMRULW\ RI RXU FRIIHH EHDQV LQ�KRXVH� DQG ZH FRQVLGHU RXU URDVWLQJ PHWKRGV HVVHQWLDO WR WKH TXDOLW\ RI RXU
SURGXFWV� :H EHOLHYH WKDW ZH VHUYH D PRUH DWWUDFWLYH FXVWRPHU EDVH WKDQ WKH EURDGHU FRIIHH PDUNHW� DV RXU FXVWRPHUV
DUH PRUH HQJDJHG ZLWK RXU EUDQG� OXU FXVWRPHUV FRQVLVWHQWO\ EX\ RXU EUDQGHG PHUFKDQGLVH LQ DGGLWLRQ WR FRIIHH�
SURXGO\ ZHDU BODFN 5LIOH &RIIHH DSSDUHO� GLVSOD\ BODFN 5LIOH &RIIHH EDQQHUV DQG GHFDOV DQG SURDFWLYHO\ UHFRPPHQG
XV WR WKHLU IULHQGV� IDPLO\� DQG RWKHUV WKURXJK VRFLDO PHGLD DQG E\ ZRUG�RI�PRXWK� :H EHOLHYH WKH HPRWLRQDO
FRQQHFWLRQ DQG EUDQG DGYRFDF\ RI RXU FRQVXPHUV KHOSV IXHO RXU JURZWK DQG JUDQWV XV WKH RSSRUWXQLW\ WR H[SDQG RXU
SURGXFW RIIHULQJ�

IQ WKH 5T' FDWHJRU\ ZH FRPSHWH DJDLQVW HVWDEOLVKHG� ZHOO�NQRZQ EUDQGV OLNH 0RQVWHU� SULYDWH�ODEHO EUDQGV OLNH
OULQRFR� DQG KLJK�JURZWK IRRG DQG EHYHUDJH FRPSDQLHV VXFK DV &HOVLXV� TKH 5T' DQG UHWRUW GDLU\ EXVLQHVVHV DUH
KLJKO\ FRPSHWLWLYH� ZLWK KLJK EDUULHUV WR HQWU\� VXFK DV SURGXFWLRQ DQG GLVWULEXWLRQ�

IQ WKH RXW�RI�KRPH FRIIHH FDWHJRU\ ZH FRPSHWH DJDLQVW ERWK ZHOO�NQRZQ EUDQGV DQG DOVR VPDOO ORFDO FRIIHH
VKRSV� LRQJHU�HVWDEOLVKHG RXW�RI�KRPH FRIIHH FRPSHWLWRUV PD\ KDYH JUHDWHU EUDQG UHFRJQLWLRQ� DQG KDYH
VXEVWDQWLDOO\ JUHDWHU ILQDQFLDO� WHFKQRORJLFDO� URDVWLQJ� VDOH� GLVWULEXWLRQ� DQG RWKHU UHVRXUFHV� HRZHYHU� RXU HQWU\
LQWR WKH F'0 PDUNHW XQORFNV VLJQLILFDQW LQFUHPHQWDO RSSRUWXQLW\ WR EXLOG EUDQG DZDUHQHVV DQG HQVXUHV FXVWRPHUV
FDQ SXUFKDVH RXU SURGXFWV LQ PRUH SODFHV ZKHUH WKH\ VKRS� OXU FXVWRPHUV VSHQG PRUH WKDQ WKH W\SLFDO FRIIHH EX\HU
RQ D SHU�SXUFKDVH EDVLV GXH WR PHUFKDQGLVH DQG EDJJHG FRIIHH VDOHV� TKLV GULYHV DQ DWWUDFWLYH DYHUDJH RUGHU YDOXH RI
DSSUR[LPDWHO\ ��� WR ��� DW RXU OXWSRVWV�

OXU EXVLQHVV LV VXEMHFW WR PRGHUDWH VHDVRQDO IOXFWXDWLRQV� TKH ILUVW TXDUWHU W\SLFDOO\ ZLOO H[SHULHQFH ORZHU
UHYHQXHV� IQ RXU 'T& DQG OXWSRVW UHYHQXH FKDQQHOV� ZH WHQG WR KDYH KLJKHU UHYHQXHV DQG FDVK IORZ GXULQJ WKH
KROLGD\ VHDVRQ LQ WKH IRXUWK TXDUWHU� 5HVXOWV IRU DQ\ TXDUWHU ZLOO QRW QHFHVVDULO\ EH LQGLFDWLYH RI WKH UHVXOWV IRU D IXOO
ILVFDO \HDU�

:H KDYH EXLOW D VWURQJ DQG FRKHVLYH FXOWXUH FHQWHUHG DURXQG RXU PLVVLRQ RI VHUYLQJ FRIIHH DQG FRQWHQW WR DFWLYH
PLOLWDU\� YHWHUDQV� ILUVW UHVSRQGHUV� DQG WKRVH ZKR ORYH APHULFD� :H DUH YHWHUDQ�FRQWUROOHG� DQG DSSUR[LPDWHO\ ���
RI RXU HPSOR\HHV DUH YHWHUDQV RU YHWHUDQ VSRXVHV� OXU JRDO LV WR PDLQWDLQ RXU FXUUHQW OHYHO RI YHWHUDQ KLUHV DV ZH
H[SDQG RXU RSHUDWLRQV DQG IXUWKHU GHYHORS RXU OXWSRVW PRGHO�

AV RI 'HFHPEHU ��� ����� ZH HPSOR\HG ��� HPSOR\HHV DFURVV ORFDWLRQV LQ WKH 8QLWHG SWDWHV� OI WKH ���
HPSOR\HHV� �� DUH IRFXVHG RQ SURGXFWLRQ� ��� DUH LQ PDUNHWLQJ� RSHUDWLRQV RU RWKHU DGPLQLVWUDWLYH UROHV� DQG ��� DUH
LQ UROHV DW OXWSRVWV� IQ DGGLWLRQ� ZH HPSOR\ SDUW�WLPH DQG VHDVRQDO ZRUNHUV� :H ZLOO FRQWLQXH WR IRFXV RQ KLULQJ
YHWHUDQV DQG WUDLQLQJ RXU HPSOR\HHV WR SURYLGH WKH DXWKHQWLF BODFN 5LIOH &RIIHH &RPSDQ\ H[SHULHQFH LQ RXU OXWSRVW
ORFDWLRQV�

Employee Wellness

:H SURPRWH KHDOWK� ZHOOQHVV� DQG VDIHW\ WKURXJK D YDULHW\ RI PHDQV ZKLFK LQFOXGH� EXW DUH QRW OLPLWHG WR� RQVLWH
HPSOR\HH WUDLQLQJ PRGXOHV� H[WHUQDO VXSSRUW VXFK DV HPSOR\HH DVVLVWDQFH SURJUDPV DQG FULVLV FRXQVHOLQJ� DQG
XQLYHUVDO HVFDODWLRQ SURFHGXUHV DV LW SHUWDLQV WR VDIHW\ SURWRFROV�

Employee Development and Training

:H EHOLHYH WKDW HPSOR\HH GHYHORSPHQW DQG WUDLQLQJ LV D VKDUHG UHODWLRQVKLS EHWZHHQ WKH HPSOR\HH� WKHLU
OHDGHUVKLS WHDP� DQG WKHLU H5 EXVLQHVV SDUWQHU� AV WKLV LV W\SLFDOO\ QRW D RQH�VL]H ILWV DOO DSSURDFK� WUDLQLQJ DQG
GHYHORSPHQW SODQV DUH XQLTXH WR WKH HPSOR\HH DQG WKHLU RYHUDOO EXVLQHVV XQLW�
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Total Rewards Package

OXU TRWDO 5HZDUGV PDFNDJH LV FRPSUHKHQVLYH LQ WKH IDFW WKDW LW DGGUHVVHV HDFK PLOHVWRQH RI WKH HPSOR\HH OLIH
F\FOH� TKRVH UHZDUGV LQFOXGH EXW DUH QRW OLPLWHG WR PHGLFDO� GHQWDO� YLVLRQ� DQG YROXQWDU\ FRYHUDJHV� DV ZHOO DV D
YDULHW\ RI FRPSHQVDWLRQ UHZDUGV�

:H RZQ PDQ\ UHJLVWHUHG WUDGHPDUNV DQG VHUYLFH PDUNV LQ WKH 8QLWHG SWDWHV� LQFOXGLQJ WKH WUDGHPDUN IRU ³BODFN
5LIOH &RIIHH &RPSDQ\�´ DQG RXU ZRUG PDUNV KDYH EHHQ UHJLVWHUHG LQ PXOWLSOH FODVVHV RI JRRGV DQG VHUYLFHV� :H
RZQ D PRUH OLPLWHG VXEVHW RI UHJLVWHUHG WUDGHPDUNV LQ MXULVGLFWLRQV RXWVLGH WKH 8QLWHG SWDWHV� OXU PRVW LPSRUWDQW
WUDGHPDUN PLJKW EH RXU ³B5&&´ ORJR� ZKLFK LPPHGLDWHO\ LGHQWLILHV WKH EUDQG� :H EHOLHYH WKDW WKH BODFN 5LIOH
&RIIHH &RPSDQ\ QDPH DQG DOO RI LWV DVVRFLDWHG PDUNV DUH RI VLJQLILFDQW YDOXH DQG LPSRUWDQFH WR RXU EXVLQHVV� AV D
JHQHUDO SROLF\� ZH SXUVXH UHJLVWUDWLRQ DQG PRQLWRU WKH XVH RI RXU PDUNV LQ WKH 8QLWHG SWDWHV DQG FKDOOHQJH DQ\
XQDXWKRUL]HG XVH�

:H OLFHQVH WKH XVH RI RXU PDUNV WR IUDQFKLVH SDUWQHUV� WKLUG�SDUW\ YHQGRUV� DQG RWKHUV WKURXJK IUDQFKLVH
DJUHHPHQWV� YHQGRU DJUHHPHQWV� DQG OLFHQVLQJ DJUHHPHQWV� TKHVH DJUHHPHQWV W\SLFDOO\ UHVWULFW WKLUG SDUWLHV¶
DFWLYLWLHV ZLWK UHVSHFW WR XVH RI WKH PDUNV DQG LPSRVH EUDQG VWDQGDUGV UHTXLUHPHQWV� :H UHTXLUH OLFHQVHHV WR LQIRUP
XV RI DQ\ SRWHQWLDO LQIULQJHPHQW RI WKH PDUNV�

:H UHJLVWHU VRPH RI RXU FRS\ULJKWHG PDWHULDO DQG RWKHUZLVH UHO\ RQ FRPPRQ ODZ SURWHFWLRQ RI RXU FRS\ULJKWHG
ZRUNV� SXFK FRS\ULJKWHG PDWHULDOV DUH QRW PDWHULDO WR RXU EXVLQHVV�

:H DUH VXEMHFW WR H[WHQVLYH IHGHUDO� VWDWH� DQG ORFDO JRYHUQPHQW UHJXODWLRQ� LQFOXGLQJ WKRVH UHODWLQJ WR� DPRQJ
RWKHUV� SXEOLF KHDOWK DQG VDIHW\� QXWULWLRQDO FRQWHQW ODEHOLQJ DQG GLVFORVXUH UHTXLUHPHQWV� IRRG VDIHW\ UHJXODWLRQV�
]RQLQJ DQG ILUH FRGHV� DQG IUDQFKLVLQJ� FDLOXUH WR REWDLQ RU UHWDLQ OLFHQVHV DQG UHJLVWUDWLRQV RU H[HPSWLRQV ZRXOG
DGYHUVHO\ DIIHFW WKH RSHUDWLRQ RI RXU OXWSRVWV DQG RWKHU SURSHUWLHV� AOWKRXJK ZH KDYH QRW H[SHULHQFHG DQG GR QRW
DQWLFLSDWH H[SHULHQFLQJ DQ\ VLJQLILFDQW SUREOHPV REWDLQLQJ UHTXLUHG OLFHQVHV� SHUPLWV� RU DSSURYDOV� DQ\ GLIILFXOWLHV�
GHOD\V� RU IDLOXUHV LQ REWDLQLQJ VXFK OLFHQVHV� SHUPLWV� UHJLVWUDWLRQV� H[HPSWLRQV� RU DSSURYDOV FRXOG GHOD\ RU SUHYHQW
WKH RSHQLQJ RI� RU DGYHUVHO\ LPSDFW WKH YLDELOLW\ RI� DQ OXWSRVW VKRS LQ D SDUWLFXODU DUHD� TKH GHYHORSPHQW DQG
FRQVWUXFWLRQ RI DGGLWLRQDO OXWSRVWV ZLOO EH VXEMHFW WR FRPSOLDQFH ZLWK WKH DSSOLFDEOH ]RQLQJ� ODQG XVH� DQG
HQYLURQPHQWDO UHJXODWLRQV�

OXU IUDQFKLVLQJ DFWLYLWLHV DUH VXEMHFW WR WKH UXOHV DQG UHJXODWLRQV RI WKH FHGHUDO TUDGH &RPPLVVLRQ �³FT&´� DQG
YDULRXV VWDWH ODZV UHJXODWLQJ WKH RIIHU DQG VDOH RI IUDQFKLVHV� TKH FT&¶V IUDQFKLVH UXOHV DQG YDULRXV VWDWH ODZV
UHTXLUH WKDW ZH IXUQLVK D IUDQFKLVH GLVFORVXUH GRFXPHQW �³F''´� FRQWDLQLQJ FHUWDLQ ILQDQFLDO LQIRUPDWLRQ WR
SURVSHFWLYH IUDQFKLVH SDUWQHUV LQ D QXPEHU RI VWDWHV� AGGLWLRQDOO\� FHUWDLQ VWDWHV UHTXLUH UHJLVWUDWLRQ RI WKH F'' ZLWK
VWDWH DXWKRULWLHV� SXEVWDQWLYH VWDWH ODZV WKDW UHJXODWH WKH IUDQFKLVH RU IUDQFKLVH UHODWLRQVKLS H[LVW LQ D VXEVWDQWLDO
QXPEHU RI VWDWHV� DQG ELOOV KDYH EHHQ LQWURGXFHG LQ &RQJUHVV IURP WLPH WR WLPH WKDW ZRXOG SURYLGH IRU IHGHUDO
UHJXODWLRQ RI WKH IUDQFKLVRU�IUDQFKLVHH UHODWLRQVKLS� TKH VWDWH ODZV RIWHQ OLPLW� DPRQJ RWKHU WKLQJV� WKH GXUDWLRQ DQG
VFRSH RI QRQ�FRPSHWLWLRQ SURYLVLRQV� WKH DELOLW\ RI D IUDQFKLVRU WR WHUPLQDWH RU UHIXVH WR UHQHZ D IUDQFKLVH� DQG WKH
DELOLW\ RI D IUDQFKLVH SDUWQHU WR GHVLJQDWH VRXUFHV RI VXSSO\� :H EHOLHYH RXU F'' FRPSOLHV LQ DOO PDWHULDO DVSHFWV
ZLWK ERWK WKH FT& IUDQFKLVH UXOHV DQG DOO DSSOLFDEOH VWDWH ODZV UHJXODWLQJ IUDQFKLVLQJ LQ WKRVH VWDWHV LQ ZKLFK ZH
KDYH IUDQFKLVHV�

:H DUH DOVR VXEMHFW WR WKH FDLU LDERU SWDQGDUGV AFW� WKH IPPLJUDWLRQ 5HIRUP DQG &RQWURO AFW RI ���� DQG
YDULRXV IHGHUDO DQG VWDWH ODZV JRYHUQLQJ VXFK PDWWHUV VXFK DV PLQLPXP ZDJH� RYHUWLPH� HPSOR\PHQW WD[ UDWHV�
ZRUNHUV FRPSHQVDWLRQ UDWHV� FLWL]HQVKLS UHTXLUHPHQWV� DQG RWKHU ZRUNLQJ FRQGLWLRQV� A VLJQLILFDQW QXPEHU RI RXU
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SHUVRQQHO DUH SDLG DW UDWHV UHODWHG WR WKH IHGHUDO PLQLPXP ZDJH� :H DUH DOVR VXEMHFW WR WKH APHULFDQV ZLWK
'LVDELOLWLHV AFW �³A'A´�� ZKLFK SURKLELWV GLVFULPLQDWLRQ RQ WKH EDVLV RI D GLVDELOLW\ DQG SXEOLF DFFRPPRGDWLRQV LQ
HPSOR\PHQW� ZKLFK PD\ UHTXLUH XV WR GHVLJQ RU PRGLI\ RXU IDFLOLWLHV WR PDNH UHDVRQDEOH DFFRPPRGDWLRQV IRU
GLVDEOHG SHUVRQV�

SHH IWHP �A� 5LVN FDFWRUV� 5LVNV 5HODWHG WR 5HJXODWLRQ DQG LLWLJDWLRQ IRU IXUWKHU LQIRUPDWLRQ�

:H EHOLHYH IHGHUDO DQG VWDWH HQYLURQPHQWDO UHJXODWLRQV KDYH QRW KDG D PDWHULDO HIIHFW RQ RSHUDWLRQV� EXW PRUH
VWULQJHQW DQG YDULHG UHTXLUHPHQWV RI ORFDO JRYHUQPHQW ERGLHV ZLWK UHVSHFW WR ]RQLQJ ODQG XVH DQG HQYLURQPHQWDO
IDFWRUV FRXOG GHOD\ FRQVWUXFWLRQ DQG LQFUHDVH GHYHORSPHQW FRVWV IRU QHZ IDFLOLWLHV�

OQ FHEUXDU\ �� ����� ZH FRQVXPPDWHG D EXVLQHVV FRPELQDWLRQ �WKH ³BXVLQHVV &RPELQDWLRQ´� E\ ZKLFK B5&
IQF� EHFDPH WKH SDUHQW FRPSDQ\ RI AXWKHQWLF BUDQGV� SXUVXDQW WR D EXVLQHVV FRPELQDWLRQ DJUHHPHQW GDWHG
NRYHPEHU ��� ���� DQG DPHQGHG -DQXDU\ �� ���� �WKH ³BXVLQHVV &RPELQDWLRQ AJUHHPHQW´�� AXWKHQWLF BUDQGV LV
WKH GLUHFW SDUHQW RI BODFN 5LIOH &RIIHH &RPSDQ\� D 'HODZDUH OLPLWHG OLDELOLW\ FRPSDQ\ �³B5&& LL&´��

FROORZLQJ WKH FRPSOHWLRQ RI WKH BXVLQHVV &RPELQDWLRQ� RXU RUJDQL]DWLRQDO VWUXFWXUH LV ZKDW LV FRPPRQO\
UHIHUUHG WR DV DQ XPEUHOOD SDUWQHUVKLS & FRUSRUDWLRQ �RU 8S�&� VWUXFWXUH� TKLV RUJDQL]DWLRQDO VWUXFWXUH DOORZV FHUWDLQ
RZQHUV RI AXWKHQWLF BUDQGV WR UHWDLQ WKHLU HTXLW\ RZQHUVKLS LQ AXWKHQWLF BUDQGV� DQ HQWLW\ WKDW LV FODVVLILHG DV D
SDUWQHUVKLS IRU 8�S� IHGHUDO LQFRPH WD[ SXUSRVHV� LQ WKH IRUP RI &RPPRQ 8QLWV DQG 5HVWULFWHG 8QLWV RI AXWKHQWLF
BUDQGV� EDFK FRQWLQXLQJ RZQHU RI AXWKHQWLF BUDQGV DOVR KROGV D QXPEHU RI VKDUHV RI &ODVV B &RPPRQ SWRFN LQ WKH
&RPSDQ\ HTXDO WR WKH QXPEHU RI &RPPRQ 8QLWV KHOG E\ VXFK RZQHU� ZKLFK KDYH QR HFRQRPLF YDOXH� EXW ZKLFK
HQWLWOHV WKH KROGHU WKHUHRI WR RQH YRWH SHU VKDUH DW DQ\ PHHWLQJ RI RXU VKDUHKROGHUV�

:H ILOH DQQXDO� TXDUWHUO\ DQG FXUUHQW UHSRUWV DQG RWKHU GRFXPHQWV ZLWK WKH SHFXULWLHV DQG E[FKDQJH
&RPPLVVLRQ �³SE&´� WKDW DUH SXEOLFO\ DYDLODEOH IUHH RI FKDUJH RQ WKH IQYHVWRU 5HODWLRQV VHFWLRQ RI RXU ZHEVLWH DW
ZZZ�EODFNULIOHFRIIHH�FRP�SDJHV�LQYHVWRU�UHODWLRQV DV VRRQ DV UHDVRQDEO\ SUDFWLFDEOH DIWHU WKHVH PDWHULDOV DUH ILOHG
ZLWK RU IXUQLVKHG WR WKH SE& RU DW ZZZ�VHF�JRY� TKH LQIRUPDWLRQ RQ RXU ZHEVLWH �RU DQ\ ZHESDJHV UHIHUHQFHG LQ
WKLV AQQXDO 5HSRUW� LV QRW SDUW RI WKLV RU DQ\ RWKHU UHSRUW ZH ILOH ZLWK� RU IXUQLVK WR� WKH SE&�

5LVNV DQG XQFHUWDLQWLHV WKDW FRXOG FDXVH RXU DFWXDO UHVXOWV WR GLIIHU PDWHULDOO\ IURP WKH UHVXOWV FRQWHPSODWHG E\
WKH IRUZDUG�ORRNLQJ VWDWHPHQWV FRQWDLQHG LQ WKLV AQQXDO 5HSRUW DQG RWKHU SXEOLF VWDWHPHQWV ZH PDNH DUH GHVFULEHG
EHORZ� BDVHG RQ WKH LQIRUPDWLRQ FXUUHQWO\ NQRZQ WR XV� ZH EHOLHYH WKDW WKH PDWWHUV GLVFXVVHG EHORZ LGHQWLI\ WKH
PDWHULDO ULVN IDFWRUV DIIHFWLQJ RXU EXVLQHVV� HRZHYHU� WKH ULVNV DQG XQFHUWDLQWLHV ZH IDFH DUH QRW OLPLWHG WR WKRVH
GHVFULEHG EHORZ� AGGLWLRQDO ULVNV DQG XQFHUWDLQWLHV QRW SUHVHQWO\ NQRZQ WR XV RU WKDW ZH FXUUHQWO\ EHOLHYH WR EH
LPPDWHULDO� EXW WKDW FRXOG ODWHU EHFRPH PDWHULDO� PD\ DOVR DGYHUVHO\ DIIHFW RXU EXVLQHVV�
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Our brand, including the quality of media content and active participation in the veteran community, is core to
our success, and damage to our brand or reputation and negative publicity could negatively impact our business,
financial condition, and results of operations.

OXU UHSXWDWLRQ DQG WKH TXDOLW\ RI RXU EUDQG DUH FULWLFDO WR RXU EXVLQHVV DQG VXFFHVV LQ H[LVWLQJ PDUNHWV DQG ZLOO
EH FULWLFDO WR RXU VXFFHVV DV ZH HQWHU QHZ PDUNHWV� OXU EUDQG DQG DXWKHQWLFLW\ LQ VXSSRUWLQJ WKH YHWHUDQ DQG PLOLWDU\
FRPPXQLW\ LV D FRUH GULYHU RI RXU VXFFHVV� :H SURPRWH RXU EUDQG YLD PHGLD FRQWHQW DQG DFWLYH SDUWLFLSDWLRQ LQ WKH
YHWHUDQ FRPPXQLW\ WKURXJK HYHQWV� GRQDWLRQV� DQG KLULQJ FRPPLWPHQWV� EXW WKH FRQWLQXHG VXFFHVV RI VXFK
SURPRWLRQV FDQQRW EH JXDUDQWHHG�

:H KDYH KLVWRULFDOO\ IDFHG� DQG PD\ IURP WLPH WR WLPH EH IDFHG� ZLWK QHJDWLYH SXEOLFLW\� UHJDUGOHVV RI LWV
DFFXUDF\� UHODWLQJ WR RXU EUDQG� RXU IRXQGHUV DQG RXU PLVVLRQ� RXU FKDULWDEOH DFWLYLWLHV� RXU PDUNHWLQJ� SURGXFW
TXDOLW\� WKH VDIHW\� VDQLWDWLRQ� DQG ZHOIDUH RI RXU IDFLOLWLHV� FXVWRPHU FRPSODLQWV RU OLWLJDWLRQ DOOHJLQJ LOOQHVV RU
LQMXU\� KHDOWK LQVSHFWLRQ VFRUHV� LQWHJULW\ RI RXU RU RXU VXSSOLHUV¶ IRRG SURFHVVLQJ� HPSOR\PHQW SUDFWLFHV� DQG RWKHU
SROLFLHV� SUDFWLFHV DQG SURFHGXUHV� HPSOR\HH UHODWLRQVKLSV DQG ZHOIDUH RU RWKHU PDWWHUV� RU SXEOLF VWDWHPHQWV E\ RXU
IRXQGHUV RU RWKHU NH\ HPSOR\HHV DQG SHUVRQV DVVRFLDWHG ZLWK RXU EUDQG� LQFOXGLQJ SDLG EUDQG SDUWQHUV� NHJDWLYH
SXEOLFLW\ PD\ DGYHUVHO\ DIIHFW XV� UHJDUGOHVV RI ZKHWKHU WKH DOOHJDWLRQV DUH VXEVWDQWLDWHG RU ZKHWKHU ZH DUH KHOG WR
EH UHVSRQVLEOH�

OXU EUDQG KDV EHHQ LQ WKH SDVW� DQG PD\ EH LQ WKH IXWXUH� DVVRFLDWHG ZLWK FRQWURYHUVLDO DFWLRQV RI FHUWDLQ
FXVWRPHUV RI RXUV� FRU H[DPSOH� ZH KDYH RFFDVLRQDOO\ UHFHLYHG QHJDWLYH SXEOLFLW\ IURP OHDGLQJ QDWLRQDO PHGLD
DULVLQJ RXW RI WKH SUHVHQFH RI� DPRQJ RWKHUV� RXU ORJRV DQG EUDQGV RQ DSSDUHO ZRUQ DW FHUWDLQ SXEOLFL]HG HYHQWV� HYHQ
ZKHQ VXFK LQGLYLGXDOV ZHUH RWKHUZLVH XQDIILOLDWHG ZLWK XV� TKH QHJDWLYH SXEOLFLW\ DQG RXU UHDFWLRQ DQG
FRPPXQLFDWLRQ UHODWHG WR VXFK HYHQWV KDV LQ WKH SDVW UHVXOWHG LQ ORVVHV WR RXU GLUHFW�WR�FRQVXPHU VXEVFULSWLRQ
VHUYLFH� WKH ORVV RI LQYHVWRUV� DQG WKH ORVV RI :KROHVDOH FKDQQHO SDUWQHUV� TKHUH LV QR DVVXUDQFH WKDW DQ\ VXFK
QHJDWLYH SXEOLFLW\ ZLOO QRW RFFXU DJDLQ LQ WKH IXWXUH DQG KDUP RXU EUDQG DQG UHSXWDWLRQ� UHJDUGOHVV RI RXU
LQYROYHPHQW LQ WKH SXEOLFL]HG HYHQWV�

0RUHRYHU� LQIRUPDWLRQ SRVWHG RQ VRFLDO PHGLD SODWIRUPV PD\ EH DGYHUVH WR RXU LQWHUHVWV DQG�RU PD\ EH
LQDFFXUDWH� HDFK RI ZKLFK PD\ KDUP RXU SHUIRUPDQFH� SURVSHFWV� RU EXVLQHVV� TKH KDUP PD\ EH LPPHGLDWH ZLWKRXW
DIIRUGLQJ XV DQ RSSRUWXQLW\ IRU UHGUHVV RU FRUUHFWLRQ� OXU EUDQG KDV EHHQ YLHZHG DV SRODUL]LQJ� DQG ZH PD\ EH
VXEMHFW WR ER\FRWWV RU RWKHU QHJDWLYH SXEOLFLW\ E\ PHPEHUV RI WKH SXEOLF� LQYHVWRUV� RU RWKHU FRUSRUDWLRQV ZKR
GLVDJUHH ZLWK RXU PLVVLRQ RU EUDQGLQJ�

FXUWKHUPRUH� WKH QHJDWLYH LPSDFW RI DGYHUVH SXEOLFLW\ UHODWLQJ WR RQH IDFLOLW\ RU UHWDLO FRIIHH VKRS PD\ H[WHQG
IDU EH\RQG WKH ORFDWLRQ LQYROYHG� WR DIIHFW VRPH RU DOO RI RXU RWKHU OXWSRVWV� LQFOXGLQJ RXU IUDQFKLVH SDUWQHU
OXWSRVWV� TKH ULVN RI QHJDWLYH SXEOLFLW\ LV SDUWLFXODUO\ JUHDW ZLWK UHVSHFW WR RXU IUDQFKLVH SDUWQHU OXWSRVWV EHFDXVH
ZH DUH OLPLWHG LQ WKH PDQQHU LQ ZKLFK ZH FDQ UHJXODWH WKHP� HVSHFLDOO\ RQ D UHDO�WLPH EDVLV� DQG QHJDWLYH SXEOLFLW\
IURP RXU IUDQFKLVH SDUWQHUV¶ OXWSRVWV PD\ DOVR VLJQLILFDQWO\ LPSDFW &RPSDQ\�RSHUDWHG OXWSRVWV� A VLPLODU ULVN
H[LVWV ZLWK UHVSHFW WR ZKROHVDOH UHWDLO SDUWQHUV LI FXVWRPHUV PLVWDNHQO\ DVVRFLDWH WKLUG SDUW\ LVVXHV ZLWK RXU
RSHUDWLRQV�

EPSOR\HH FODLPV DJDLQVW XV EDVHG RQ� DPRQJ RWKHU WKLQJV� ZDJH DQG KRXU YLRODWLRQV� GLVFULPLQDWLRQ�
KDUDVVPHQW� RU ZURQJIXO WHUPLQDWLRQ PD\ DOVR FUHDWH QRW RQO\ OHJDO DQG ILQDQFLDO OLDELOLW\� EXW DOVR QHJDWLYH SXEOLFLW\
WKDW FRXOG DGYHUVHO\ DIIHFW XV DQG GLYHUW RXU ILQDQFLDO DQG PDQDJHPHQW UHVRXUFHV WKDW ZRXOG RWKHUZLVH EH XVHG WR
EHQHILW WKH IXWXUH SHUIRUPDQFH RI RXU RSHUDWLRQV� TKHVH W\SHV RI HPSOR\HH FODLPV FRXOG DOVR EH DVVHUWHG DJDLQVW XV�
RQ D FR�HPSOR\HU WKHRU\� E\ HPSOR\HHV RI RXU IUDQFKLVH SDUWQHUV� A VLJQLILFDQW LQFUHDVH LQ WKH QXPEHU RI WKHVH
FODLPV RU DQ LQFUHDVH LQ WKH QXPEHU RI VXFFHVVIXO FODLPV FRXOG KDUP RXU EXVLQHVV�
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OXU FRQWHQW FUHDWLRQ WHDP RIWHQ SURGXFHV YLGHRV DQG RWKHU PHGLD GHSLFWLQJ ULVN\ RU GDQJHURXV DFWLYLWLHV�
VKRZFDVLQJ VWXQWV DQG DFWLYLWLHV ZLWK ILUHDUPV� VN\GLYLQJ� PRWRUVSRUWV� KDQGOLQJ RI H[SORVLYHV� PLOLWDU\ YHKLFOHV�
³H[WUHPH´ VSRUWV� PDUNVPDQVKLSV� DQG RWKHU WKHPHV SXUVXLQJ WKH OLIHVW\OH DVVRFLDWHG ZLWK RXU EUDQG DQG VRPHWLPHV
LQYROYLQJ FHUWDLQ RI RXU HPSOR\HHV DQG H[HFXWLYH RIILFHUV� :KLOH ZH WDNH SUHFDXWLRQV WR HQVXUH WKH VDIHW\ RI DOO
LQYROYHG LQ FUHDWLQJ WKLV FRQWHQW� WKH DFWLYLWLHV FDUU\ DQ LQKHUHQW ULVN WKDW FDQQRW EH HOLPLQDWHG� II DQ\ LQGLYLGXDO
ZHUH WR VXIIHU VHULRXV KDUP ZKLOH LQYROYHG ZLWK RQH RI RXU SURGXFWLRQV� WKLV FRXOG OHDG WR QHJDWLYH SXEOLFLW\ DQG
KDUP WR WKH EUDQG DQG VXEMHFW XV WR OHJDO SURFHHGLQJV� IRU ZKLFK ZH PD\ QRW EH DGHTXDWHO\ LQVXUHG� SHH DOVR ³We
depend on our founder, executive officers, and other key employees, and the loss of one or more of these employees
or an inability to attract and retain other highly skilled employees could harm our business�´

AGGLWLRQDOO\� WKHUH KDV EHHQ D PDUNHG LQFUHDVH LQ WKH XVH RI VRFLDO PHGLD SODWIRUPV DQG VLPLODU GHYLFHV�
LQFOXGLQJ EORJV� VRFLDO PHGLD ZHEVLWHV� DQG RWKHU IRUPV RI LQWHUQHW�EDVHG FRPPXQLFDWLRQV WKDW SURYLGH LQGLYLGXDOV
ZLWK DFFHVV WR D EURDG DXGLHQFH RI FRQVXPHUV DQG RWKHU LQWHUHVWHG SHUVRQV� TKH DYDLODELOLW\ RI LQIRUPDWLRQ RQ VRFLDO
PHGLD SODWIRUPV LV YLUWXDOO\ LPPHGLDWH DV LV LWV LPSDFW� 0DQ\ VRFLDO PHGLD SODWIRUPV LPPHGLDWHO\ SXEOLVK WKH
FRQWHQW WKHLU VXEVFULEHUV DQG SDUWLFLSDQWV FDQ SRVW� RIWHQ ZLWKRXW ILOWHUV RU FKHFNV RQ DFFXUDF\ RI WKH FRQWHQW SRVWHG�
TKH RSSRUWXQLW\ IRU GLVVHPLQDWLRQ RI LQIRUPDWLRQ� LQFOXGLQJ LQDFFXUDWH LQIRUPDWLRQ� LV VHHPLQJO\ OLPLWOHVV DQG
UHDGLO\ DYDLODEOH� IQIRUPDWLRQ FRQFHUQLQJ XV PD\ EH SRVWHG RQ VXFK SODWIRUPV DW DQ\ WLPH� OXU IRXQGHUV RIWHQ
DSSHDU LQ XQVFULSWHG DQG XQ�UHYLHZHG RQOLQH SXEOLFDWLRQV� VXFK DV SRGFDVWV� RYHU ZKLFK ZH KDYH OLWWOH FXUDWLRQ� OXU
IRXQGHUV KDYH QRW KDG D KLVWRU\ RI DSSHDULQJ RQ SRGFDVWV ZKLOH UHSUHVHQWLQJ D SXEOLF FRPSDQ\� DQG WKHLU VWDWHPHQWV
RQ WKHVH SXEOLF PHGLD SODWIRUPV PD\ FKDQJH SXEOLF SHUFHSWLRQ DERXW WKH EUDQG DQG DIIHFW RXU PDUNHW YDOXH�

8OWLPDWHO\� WKH ULVNV DVVRFLDWHG ZLWK DQ\ VXFK QHJDWLYH SXEOLFLW\ RU LQFRUUHFW LQIRUPDWLRQ FDQQRW EH FRPSOHWHO\
HOLPLQDWHG RU PLWLJDWHG DQG PD\ KDUP RXU EXVLQHVV�

Failure to maintain or enhance the value and reputation of our brand, including our support of the veteran
community, could have a negative impact on our financial results.

:H VWURQJO\ EHOLHYH WKDW WKH DXWKHQWLFLW\ RI RXU EUDQG DQG RXU PLVVLRQ LV NH\ WR RXU FXVWRPHU DIILQLW\� FDLOXUH WR
PDLQWDLQ RXU EUDQG RU WKH DXWKHQWLFLW\ RI WKDW EUDQG� LQFOXGLQJ TXDOLW\ RI PHGLD FRQWHQW DQG DFWLYH SDUWLFLSDWLRQ LQ
WKH YHWHUDQ FRPPXQLW\� FRXOG DGYHUVHO\ LPSDFW RXU FRQVXPHU UHVRQDQFH� EUDQG SHUFHSWLRQ� DQG ILQDQFLDO
SHUIRUPDQFH�

BXVLQHVV LQFLGHQWV� ZKHWKHU LVRODWHG RU UHFXUULQJ DQG ZKHWKHU RULJLQDWLQJ IURP XV RU RXU EXVLQHVV SDUWQHUV� WKDW
HURGH FRQVXPHU WUXVW FDQ VLJQLILFDQWO\ UHGXFH EUDQG YDOXH� SRWHQWLDOO\ WULJJHU ER\FRWWV RI RXU OXWSRVWV� RU UHVXOW LQ
FLYLO RU FULPLQDO OLDELOLW\ DQG FDQ KDYH D QHJDWLYH LPSDFW RQ RXU ILQDQFLDO UHVXOWV� 0RVW LPSRUWDQWO\� LI RXU FXVWRPHUV
SHUFHLYH WKDW ZH KDYH DEDQGRQHG RU GHFUHDVHG WKH SULRULW\ RI RXU PLVVLRQ DQG RXU DXWKHQWLFLW\� LQ SDUWLFXODU ZLWK
UHVSHFW WR RXU VXSSRUW RI WKH YHWHUDQ DQG PLOLWDU\ FRPPXQLWLHV� ZH FRXOG ORVH VLJQLILFDQW SRUWLRQV RI RXU FXVWRPHU
EDVH DQG H[SHULHQFH VXEVWDQWLDO KDUP WR RXU UHSXWDWLRQ DQG RXU RSHUDWLQJ UHVXOWV� OWKHU VXFK LQFLGHQWV WKDW FRXOG
DGYHUVHO\ DIIHFW RXU EXVLQHVV LQFOXGH DFWXDO RU SHUFHLYHG EUHDFKHV RI SULYDF\� FRQWDPLQDWHG SURGXFWV� HPSOR\HHV RU
FXVWRPHUV LQIHFWHG ZLWK FRPPXQLFDEOH GLVHDVHV VXFK DV &O9I'���� SURGXFW UHFDOOV� FRQWURYHUVLDO DFWLRQV RI SHUVRQV
LGHQWLILHG ZLWK WKH EUDQG� RU RWKHU SRWHQWLDO LQFLGHQWV GLVFXVVHG LQ WKLV ULVN IDFWRUV VHFWLRQ� TKH LPSDFW RI VXFK
LQFLGHQWV PD\ EH H[DFHUEDWHG LI WKH\ UHFHLYH FRQVLGHUDEOH SXEOLFLW\� LQFOXGLQJ UDSLGO\ WKURXJK VRFLDO RU GLJLWDO PHGLD
�LQFOXGLQJ IRU PDOLFLRXV UHDVRQV� RU UHVXOW LQ OLWLJDWLRQ� &RQVXPHU GHPDQG IRU RXU SURGXFWV DQG RXU EUDQG HTXLW\
FRXOG GLPLQLVK VLJQLILFDQWO\ LI ZH� RXU HPSOR\HHV� IUDQFKLVH SDUWQHUV� RU RWKHU EXVLQHVV SDUWQHUV IDLO WR SUHVHUYH WKH
TXDOLW\ RI RXU SURGXFWV� DFW RU DUH SHUFHLYHG WR DFW LQ DQ XQHWKLFDO� LOOHJDO� UDFLDOO\�ELDVHG� XQHTXDO� RU VRFLDOO\
LUUHVSRQVLEOH PDQQHU� LQFOXGLQJ ZLWK UHVSHFW WR WKH VRXUFLQJ� FRQWHQW RU VDOH RI RXU SURGXFWV� VHUYLFH DQG WUHDWPHQW
RI FXVWRPHUV DW RXU OXWSRVWV� RU WKH XVH RI FXVWRPHU GDWD IRU JHQHUDO RU GLUHFW PDUNHWLQJ RU RWKHU SXUSRVHV�
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II ZH IDLO WR FRPSO\ ZLWK ODZV DQG UHJXODWLRQV� SXEOLFO\ WDNH FRQWURYHUVLDO SRVLWLRQV RU DFWLRQV� RU IDLO WR GHOLYHU
D FRQVLVWHQWO\ SRVLWLYH FRQVXPHU H[SHULHQFH LQ HDFK RI RXU PDUNHWV� LQFOXGLQJ E\ IDLOLQJ WR LQYHVW LQ WKH ULJKW EDODQFH
RI ZDJHV DQG EHQHILWV WR DWWUDFW DQG UHWDLQ HPSOR\HHV WKDW UHSUHVHQW WKH EUDQG ZHOO� RXU EUDQG YDOXH PD\ EH
GLPLQLVKHG� AGGLWLRQDOO\� LI RXU LQ�KRXVH RU FRQWUDFWHG FRQWHQW FUHDWLRQ SODWIRUPV ZHUH WR JHQHUDWH SXEOLF
FRQWURYHUV\ DQG D QHJDWLYH SXEOLF UHVSRQVH� WKLV FRXOG UHVXOW LQ D ORVV RI H[LVWLQJ FXVWRPHUV� GLIILFXOW\ DWWUDFWLQJ QHZ
FXVWRPHUV� ORVV RI EXVLQHVV SDUWQHUVKLSV� DQG RWKHU DGYHUVH HIIHFWV RQ XV�

0RUHRYHU� RXU VXFFHVV GHSHQGV LQ ODUJH SDUW XSRQ RXU DELOLW\ WR PDLQWDLQ RXU FRUSRUDWH UHSXWDWLRQ� FRU H[DPSOH�
WKH UHSXWDWLRQ RI RXU EUDQG FRXOG EH GDPDJHG E\ FODLPV RU SHUFHSWLRQV DERXW WKH TXDOLW\ RU VDIHW\ RI RXU LQJUHGLHQWV
RU PHUFKDQGLVH� WKH TXDOLW\ RU UHSXWDWLRQ RI RXU VXSSOLHUV� GLVWULEXWRUV� RU IUDQFKLVH SDUWQHUV� RU E\ FODLPV RU
SHUFHSWLRQV WKDW ZH� RXU IUDQFKLVH SDUWQHUV� RU RWKHU EXVLQHVV SDUWQHUV KDYH DFWHG RU DUH DFWLQJ LQ DQ XQHWKLFDO�
LOOHJDO� UDFLDOO\�ELDVHG� RU VRFLDOO\ LUUHVSRQVLEOH PDQQHU RU DUH QRW IRVWHULQJ DQ LQFOXVLYH DQG GLYHUVH HQYLURQPHQW�
UHJDUGOHVV RI ZKHWKHU VXFK FODLPV RU SHUFHSWLRQV DUH VXEVWDQWLDWHG� OXU FRUSRUDWH UHSXWDWLRQ FRXOG DOVR VXIIHU IURP
QHJDWLYH SXEOLFLW\ RU FRQVXPHU VHQWLPHQW UHJDUGLQJ &RPSDQ\ DFWLRQ RU LQDFWLRQ RU EUDQG LPDJHU\� D UHDO RU
SHUFHLYHG IDLOXUH RI FRUSRUDWH JRYHUQDQFH� RU PLVFRQGXFW E\ DQ\ RIILFHU RU DQ\ HPSOR\HH RU UHSUHVHQWDWLYH RI XV RU D
IUDQFKLVH SDUWQHU� AQ\ VXFK LQFLGHQWV �HYHQ LI UHVXOWLQJ IURP DFWLRQV RI D FRPSHWLWRU RU IUDQFKLVH SDUWQHU� FRXOG
FDXVH D GHFOLQH GLUHFWO\ RU LQGLUHFWO\ LQ FRQVXPHU FRQILGHQFH LQ� RU WKH SHUFHSWLRQ RI� RXU EUDQG DQG�RU RXU SURGXFWV
DQG UHGXFH FRQVXPHU GHPDQG IRU RXU SURGXFWV� ZKLFK ZRXOG OLNHO\ UHVXOW LQ ORZHU UHYHQXH DQG SURILWV�

TKHUH KDV EHHQ DQ LQFUHDVHG SXEOLF IRFXV� LQFOXGLQJ IURP WKH 8QLWHG SWDWHV IHGHUDO DQG VWDWH JRYHUQPHQWV� RQ
HQYLURQPHQWDO VXVWDLQDELOLW\ PDWWHUV� LQFOXGLQJ ZLWK UHVSHFW WR FOLPDWH FKDQJH� JUHHQKRXVH JDVHV� ZDWHU UHVRXUFHV�
SDFNDJLQJ DQG ZDVWH� DQLPDO KHDOWK DQG ZHOIDUH� GHIRUHVWDWLRQ� DQG ODQG XVH� :H HQGHDYRU WR FRQGXFW RXU EXVLQHVV
LQ D PDQQHU ZKLFK UHIOHFWV RXU SULRULW\ RI VXVWDLQDEOH VWHZDUGVKLS� LQFOXGLQJ ZLWK UHVSHFW WR HQYLURQPHQWDO
VXVWDLQDELOLW\ PDWWHUV� DQG ZH DUH ZRUNLQJ WR PDQDJH WKH ULVNV DQG FRVWV WR XV� RXU IUDQFKLVH SDUWQHUV� DQG RXU VXSSO\
FKDLQ DVVRFLDWHG ZLWK WKHVH W\SHV RI HQYLURQPHQWDO VXVWDLQDELOLW\ PDWWHUV� IQ DGGLWLRQ� DV WKH UHVXOW RI VXFK
KHLJKWHQHG SXEOLF IRFXV RQ HQYLURQPHQWDO VXVWDLQDELOLW\ PDWWHUV� ZH PD\ IDFH LQFUHDVHG SUHVVXUH WR SURYLGH
H[SDQGHG GLVFORVXUH� PDNH RU H[SDQG FRPPLWPHQWV� VHW WDUJHWV� RU HVWDEOLVK DGGLWLRQDO JRDOV DQG WDNH DFWLRQV WR
PHHW VXFK JRDOV� LQ FRQQHFWLRQ ZLWK VXFK HQYLURQPHQWDO VXVWDLQDELOLW\ PDWWHUV� TKHVH PDWWHUV DQG RXU HIIRUWV WR
DGGUHVV WKHP FRXOG H[SRVH XV WR PDUNHW� RSHUDWLRQDO� UHSXWDWLRQDO� DQG H[HFXWLRQ FRVWV RU ULVNV�

Our growth strategy depends on the successful execution of our strategic initiatives, and our limited operating
history may make it difficult to evaluate future risks and challenges.

:H ZHUH IRXQGHG DV D GLJLWDOO\ QDWLYH FRIIHH EUDQG LQ ����� DQG KDYH H[SDQGHG LQWR D QXPEHU RI JURZWK
FKDQQHOV� LQFOXGLQJ� EXW QRW OLPLWHG WR� PHUFKDQGLVH VDOHV� IUDQFKLVHG DQG &RPSDQ\�RSHUDWHG UHWDLO ORFDWLRQV�
:KROHVDOH UHWDLOHUV DQG 5T' SURGXFWV� FRU H[DPSOH� ZH VWDUWHG ERWK RXU 5T' DQG UHWDLO FRIIHH VKRS EXVLQHVVHV LQ
����� DQG VDOHV WKURXJK RXU :KROHVDOH FKDQQHO LQFUHDVHG WR ������ PLOOLRQ LQ ���� IURP ����� PLOOLRQ LQ ����� AV
VHYHUDO RI WKHVH JURZWK FKDQQHOV DUH VWLOO LQ WKH HDUO\ VWDJHV RI GHYHORSPHQW� LW PD\ EH GLIILFXOW WR DQWLFLSDWH ULVNV�
LQFOXGLQJ� EXW QRW OLPLWHG WR� WKRVH DVVRFLDWHG ZLWK WKH IROORZLQJ� UHYHQXH JHQHUDWLRQ DQG NH\ RSHUDWLQJ H[SHQVHV�
FXVWRPHU UHWHQWLRQ DQG DFTXLVLWLRQ� HYROYLQJ RU FKDQJLQJ FRQVXPHU SUHIHUHQFHV� SURGXFW GHYHORSPHQW DQG
LQQRYDWLRQ� ORJLVWLFV DQG VXSSO\ FKDLQ PDQDJHPHQW� DQG DOO ODZV DQG UHJXODWLRQV WKDW PD\ DSSO\ WR HDFK EXVLQHVV
OLQH� AGGLWLRQDOO\� ZH KDYH KLVWRULFDOO\ SULRULWL]HG� DQG PD\ LQ WKH IXWXUH FRQWLQXH WR SULRULWL]H� JURZWK RYHU
SURILWDELOLW\�

AV SDUW RI RXU ORQJ�WHUP VWUDWHJ\� ZH LQWHQG WR JURZ RXU PDUNHW VKDUH DQG UHYHQXH WKURXJK YDULRXV LQLWLDWLYHV�
LQFOXGLQJ� EXW QRW OLPLWHG WR� FRQWLQXHG JURZWK RI RXU GLUHFW WR FRQVXPHU VDOHV WKURXJK RQOLQH FKDQQHOV� JURZWK RI
RXU 5T' DQG :KROHVDOH FKDQQHO LQFOXGLQJ H[SDQVLRQ RI GLVWULEXWLRQ FKDQQHOV� YHORFLW\ JURZWK� DQG SURGXFW
LQQRYDWLRQ� DQG JURZWK RI RXU OXWSRVW EXVLQHVV LQFOXGLQJ RSHQLQJ QHZ &RPSDQ\�RSHUDWHG DQG IUDQFKLVHG OXWSRVWV�
GULYLQJ VDOHV JURZWK DW H[LVWLQJ OXWSRVW ORFDWLRQV� DQG GHYHORSLQJ QHZ GLJLWDO SODWIRUPV VXFK DV GLJLWDO RUGHULQJ DQG
OR\DOW\ SURJUDPV IRU FXVWRPHUV DW RXU OXWSRVW ORFDWLRQV� II ZH DUH XQDEOH WR H[HFXWH RXU VWUDWHJLF LQLWLDWLYHV� RXU
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JURZWK PD\ VORZ RU VWRS� DQG RXU EXVLQHVV� UHVXOWV RI RSHUDWLRQV� DQG ILQDQFLDO FRQGLWLRQ FRXOG EH PDWHULDOO\
DGYHUVHO\ DIIHFWHG�

EYHQ LI ZH DUH VXFFHVVIXO LQ JURZLQJ WKH PDUNHW VKDUH RI QHZ FKDQQHOV� WKRVH QHZ FKDQQHOV FRXOG FDQQLEDOL]H
WKH PDUNHW VKDUH RI RXU H[LVWLQJ FKDQQHOV� UHVXOWLQJ LQ ORZHU JURZWK WKDQ DQWLFLSDWHG� FRU H[DPSOH� RYHU WKH ODVW IHZ
\HDUV ZH KDYH DGGHG D VLJQLILFDQW QXPEHU RI :KROHVDOH GRRUV� LQFOXGLQJ WKURXJK RXU HQWU\ LQWR WKH F'0 PDUNHW LQ
FROODERUDWLRQ ZLWK :DOPDUW� DQG D SRUWLRQ RI RXU FXVWRPHU EDVH WKDW SUHYLRXVO\ SXUFKDVHG RXU SURGXFWV WKURXJK RXU
'T& FKDQQHO QRZ SXUFKDVH RXU SURGXFWV WKURXJK RXU UHWDLO SDUWQHUV� 'HSHQGLQJ RQ WKH WHUPV RI RXU DUUDQJHPHQWV
ZLWK RXU UHWDLO SDUWQHUV� RXU PDUJLQV PD\ EH ORZHU RQ VDOHV WKURXJK WKH :KROHVDOH FKDQQHO DV FRPSDUHG WR WKH 'T&
FKDQQHO� &RQYHUVHO\� PRUH DJJUHVVLYH GLVFRXQWV� OR\DOW\ SURJUDPV RU RQOLQH DGYHUWLVLQJ IRU RXU 'T& FKDQQHO PD\
UHVXOW LQ RXU FXVWRPHUV PDNLQJ PRUH RI WKHLU SXUFKDVHV WKURXJK RXU 'T& FKDQQHO� EXW DW D ORZHU PDUJLQ FRPSDUHG
WR RXU :KROHVDOH DQG OXWSRVW FKDQQHOV� TKHUH FDQ EH QR DVVXUDQFH WKDW VDOHV FDQQLEDOL]DWLRQ ZLOO QRW RFFXU RU
EHFRPH PRUH VLJQLILFDQW LQ WKH IXWXUH DV ZH LQFUHDVH RXU SUHVHQFH LQ H[LVWLQJ PDUNHWV�

:H KDYH DOUHDG\ LQYHVWHG� DQG LQWHQG WR IXUWKHU LQYHVW� VLJQLILFDQW UHVRXUFHV WR VXSSRUW WKH HQWU\ LQWR DQG UDSLG
JURZWK RI WKHVH DQG RWKHU QHZ UHYHQXH FKDQQHOV� TKHVH LQYHVWPHQWV KDYH VLJQLILFDQWO\ UHGXFHG RXU VKRUW�WHUP
SURILWDELOLW\� IQ DGGLWLRQ WR SURGXFW GHYHORSPHQW DQG LQQRYDWLRQ FRVWV� ZH KDYH LQFXUUHG VLJQLILFDQW H[SHQVH WR
H[SDQG WKH QXPEHU RI UHWDLOHUV FDUU\LQJ RXU SURGXFWV� :H EHOLHYH WKDW WKHVH LQYHVWPHQWV ZLOO VXSSRUW JURZWK LQ RXU
EXVLQHVV OLQHV DQG JHQHUDOO\ HQKDQFH WKH SURGXFWV ZH FDQ SURYLGH WR RXU FRQVXPHUV� HRZHYHU� WKHUH FDQ EH QR
JXDUDQWHH WKDW WKHVH LQYHVWPHQWV ZLOO SURYLGH VXEVWDQWLDO LPSURYHPHQW WR RXU RSHUDWLRQV RU SURILWDELOLW\� DQG IDLOXUH
WR UHFRJQL]H LPSURYHPHQW IURP WKHVH LQYHVWPHQWV ZRXOG UHVXOW LQ VLJQLILFDQW RXWOD\V RI UHVRXUFHV ZLWKRXW UHDOL]LQJ
VXEVWDQWLDO EHQHILWV�

We have a limited operating history, and our past financial results may not be indicative of our future
performance. Further, our revenue growth rate may slow as our business matures.

:H KDYH D OLPLWHG KLVWRU\ RI JHQHUDWLQJ UHYHQXH� LQ SDUWLFXODU ZLWK UHVSHFW WR RXU 5T' SURGXFWV DQG RXU
OXWSRVW ORFDWLRQV� AV D UHVXOW RI RXU VKRUW RSHUDWLQJ KLVWRU\� ZH KDYH OLPLWHG ILQDQFLDO GDWD WKDW FDQ EH XVHG WR
HYDOXDWH RXU FXUUHQW EXVLQHVV� TKHUHIRUH� RXU KLVWRULFDO UHYHQXH JURZWK VKRXOG QRW EH FRQVLGHUHG LQGLFDWLYH RI RXU
IXWXUH SHUIRUPDQFH� EVWLPDWHV RI IXWXUH UHYHQXH JURZWK DUH VXEMHFW WR PDQ\ ULVNV DQG XQFHUWDLQWLHV DQG RXU IXWXUH
UHYHQXH PD\ GLIIHU PDWHULDOO\ IURP RXU SURMHFWLRQV�

TR HIIHFWLYHO\ PDQDJH DQG FDSLWDOL]H RQ RXU JURZWK� ZH PXVW FRQWLQXH WR H[SDQG RXU VDOHV DQG PDUNHWLQJ� IRFXV
RQ LQQRYDWLYH SURGXFW DQG FRQWHQW GHYHORSPHQW� XSJUDGH RXU PDQDJHPHQW LQIRUPDWLRQ V\VWHPV DQG RWKHU SURFHVVHV�
DQG FRQWLQXH WR KLUH DQG UHWDLQ HPSOR\HHV� OXU FRQWLQXHG JURZWK FRXOG VWUDLQ RXU H[LVWLQJ UHVRXUFHV� DQG ZH FRXOG
H[SHULHQFH RQJRLQJ RSHUDWLQJ GLIILFXOWLHV LQ PDQDJLQJ RXU EXVLQHVV DFURVV QXPHURXV MXULVGLFWLRQV� LQFOXGLQJ
GLIILFXOWLHV LQ KLULQJ� WUDLQLQJ� DQG PDQDJLQJ D GLIIXVH DQG JURZLQJ HPSOR\HH EDVH� FDLOXUH WR VFDOH DQG SUHVHUYH RXU
FRPSDQ\ FXOWXUH ZLWK JURZWK FRXOG KDUP RXU IXWXUH VXFFHVV� LQFOXGLQJ RXU DELOLW\ WR UHWDLQ DQG UHFUXLW SHUVRQQHO DQG
WR HIIHFWLYHO\ IRFXV RQ DQG SXUVXH RXU FRUSRUDWH REMHFWLYHV� :H FDQQRW EH VXUH WKDW ZH ZLOO EH VXFFHVVIXO LQ
DGGUHVVLQJ WKHVH DQG RWKHU FKDOOHQJHV ZH PD\ IDFH LQ WKH IXWXUH� DQG RXU EXVLQHVV PD\ EH DGYHUVHO\ DIIHFWHG LI ZH
GR QRW PDQDJH WKHVH ULVNV VXFFHVVIXOO\� IQ DGGLWLRQ� ZH PD\ QRW DFKLHYH VXIILFLHQW UHYHQXH WR DWWDLQ RU PDLQWDLQ
SRVLWLYH FDVK IORZV IURP RSHUDWLRQV RU SURILWDELOLW\ LQ DQ\ JLYHQ SHULRG� RU DW DOO�

Our marketing programs may not be successful, resulting in harm to our financial results.

AWWUDFWLQJ QHZ HQG XVHUV� DQG UHWDLQLQJ H[LVWLQJ HQG XVHUV� LV LPSRUWDQW WR WKH VXFFHVV RI RXU EXVLQHVV� :H LQFXU
FRVWV DQG H[SHQG RWKHU UHVRXUFHV LQ RXU PDUNHWLQJ HIIRUWV RQ QHZ SURGXFWV RU PHUFKDQGLVH DQG DGYHUWLVLQJ
FDPSDLJQV WR UDLVH EUDQG DZDUHQHVV DQG DWWUDFW DQG UHWDLQ FXVWRPHUV� OXU DSSURDFK WR PDUNHWLQJ� DGYHUWLVLQJ� DQG
EUDQGLQJ LV RIWHQ QRYHO DQG VRPH FDPSDLJQV PD\ EH VLJQLILFDQWO\ PRUH VXFFHVVIXO WKDQ RWKHUV� II DQ\ LQLWLDWLYHV GR
QRW VXFFHHG� ZH PD\ LQFXU H[SHQVHV ZLWKRXW WKH EHQHILW RI KLJKHU UHYHQXH�
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AGGLWLRQDOO\� VRPH RI RXU FRPSHWLWRUV KDYH JUHDWHU ILQDQFLDO UHVRXUFHV WKDQ ZH GR� ZKLFK HQDEOH WKHP WR VSHQG
VLJQLILFDQWO\ PRUH RQ PDUNHWLQJ DQG DGYHUWLVLQJ DQG RWKHU LQLWLDWLYHV WKDQ ZH FDQ� SKRXOG RXU FRPSHWLWRUV LQFUHDVH
VSHQGLQJ RQ PDUNHWLQJ DQG DGYHUWLVLQJ DQG RWKHU LQLWLDWLYHV RU RXU PDUNHWLQJ IXQGV GHFUHDVH IRU DQ\ UHDVRQ� RU
VKRXOG RXU DGYHUWLVLQJ� SURPRWLRQV� DQG QHZ PHQX LWHPV EH OHVV HIIHFWLYH WKDQ RXU FRPSHWLWRUV� WKHUH FRXOG EH DQ
DGYHUVH HIIHFW RQ RXU UHVXOWV RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ�

FDLOXUH WR DWWUDFW QHZ RU UHWDLQ H[LVWLQJ FXVWRPHUV� RU IDLOXUH WR GR VR LQ D FRVW�HIIHFWLYH PDQQHU� PD\ UHVXOW LQ
DQ LQDELOLW\ WR LQFUHDVH VDOHV DQG ILQDQFLDO KDUP WR RXU EXVLQHVV�

Our new products or merchandise may not generate increased sales or profits.

:H KDYH GHYRWHG� DQG ZLOO FRQWLQXH WR GHYRWH LQ WKH IXWXUH� VLJQLILFDQW UHVRXUFHV WR ODXQFK DQG SURPRWH QHZ
SURGXFWV WR VHUYH EURDGHU FXVWRPHU GHPDQG� DGDSW WR FKDQJHV LQ PDUNHWV WUHQGV� DQG DFFRXQW IRU VKLIWV LQ FXVWRPHU
SUHIHUHQFHV� HRZHYHU� ZH PD\ QRW EH VXFFHVVIXO LQ LPSOHPHQWLQJ RXU GLVWULEXWLRQ VWUDWHJ\� GHYHORSLQJ LQQRYDWLYH
QHZ SURGXFWV� RU FUHDWLQJ SURGXFWV WKDW DUH VXFFHVVIXO ZLWK FRQVXPHU SUHIHUHQFHV� TR WKH H[WHQW WKDW ZH DUH QRW DEOH
WR HIIHFWLYHO\ JDXJH WKH GLUHFWLRQ RI RXU NH\ PDUNHWV DQG VXFFHVVIXOO\ LGHQWLI\� GHYHORS� DQG SURPRWH QHZ RU
LPSURYHG SURGXFWV LQ WKH FKDQJLQJ PDUNHW� RXU RSHUDWLQJ UHVXOWV FRXOG VXIIHU� TKHVH ULVNV H[WHQG WR WKH
LPSOHPHQWDWLRQ RI QHZ OLQHV RI EXVLQHVV RU SURGXFW FDWHJRULHV�

FDLOXUH WR SURSHUO\ H[SDQG LQWR QHZ FKDQQHOV RU LQWURGXFH GLIIHUHQW SURGXFW W\SHV FRXOG UHVXOW LQ VLJQLILFDQW
H[SHQGLWXUHV ZLWKRXW LQFUHDVHG UHYHQXH�

'HYHORSLQJ QHZ SURGXFWV DQG LQWURGXFLQJ WKHP LQWR ZKROHVDOH UHWDLOHUV� FRQYHQLHQFH VWRUHV� DQG RXU GLUHFW WR
FRQVXPHU SODWIRUPV LV DQ H[SHQVLYH DQG WLPH�FRQVXPLQJ SURFHVV� NRW RQO\ DUH UHVHDUFK DQG GHYHORSPHQW H[SHQVLYH
LQYHVWPHQWV� WKHUH LV DOVR QR JXDUDQWHH WKDW RXU FR�PDQXIDFWXULQJ SDUWQHUV RU GLVWULEXWLRQ QHWZRUNV ZLOO IXOO\
FRRSHUDWH LQ SURGXFLQJ RU SURPRWLQJ RXU QHZ SURGXFWV� LDXQFKLQJ QHZ SURGXFWV DW FRPPHUFLDO FRQYHQLHQFH VWRUHV�
IRU H[DPSOH� UHTXLUHV OHDG WLPH� LRQJ OHDG WLPHV PD\ PDNH LW PRUH GLIILFXOW IRU XV WR UHVSRQG UDSLGO\ WR QHZ RU
FKDQJLQJ SURGXFW WUHQGV RU FRQVXPHU SUHIHUHQFHV� LDXQFKLQJ D QHZ SURGXFW� RU DQ H[LVWLQJ SURGXFW WR QHZ VWRUHV�
PD\ DOVR UHTXLUH LQLWLDO ³IUHH ILOOV´ RI VKHOYHV� ZKLFK LQFUHDVHV WKH FRVWV RI LQWURGXFLQJ QHZ SURGXFWV DQG FRXOG
DGYHUVHO\ LPSDFW RXU RSHUDWLQJ UHVXOWV LI WKH QHZ SURGXFW LV QRW VXFFHVVIXO�

We are subject to risks associated with using social media as a primary form of advertisement and customer
engagement.

OXU LQ�KRXVH FRQWHQW FUHDWLRQ SODWIRUP UHSUHVHQWV D VLJQLILFDQW SRUWLRQ RI RXU PDUNHWLQJ� OXU FRQWHQW FUHDWLRQ
WHDP SULPDULO\ XVHV WKLUG SDUW\ VRFLDO PHGLD SODWIRUPV PHQWLRQHG DERYH WR HQJDJH ZLWK FXVWRPHUV� IQ DGGLWLRQ WR
FRPSDQ\ DFFRXQWV DQG DFFRXQWV DVVRFLDWHG ZLWK NH\ HPSOR\HHV� VXFK DV RXU IRXQGHU DQG FR�IRXQGHU� EYDQ HDIHU
DQG 0DW BHVW� UHVSHFWLYHO\� ZH UHO\ RQ NH\ QRQ�HPSOR\HH LQIOXHQFHUV WR GULYH RQOLQH WUDIILF DQG SURPRWH RXU EUDQG�
TKHVH UHODWLRQVKLSV DQG DJUHHPHQWV ZLWK QRQ�HPSOR\HH LQIOXHQFHUV DUH RIWHQ LQIRUPDO DQG FDQQRW EH FORVHO\
FRQWUROOHG� AQ\ DFWLRQV RU DQ\ SXEOLF VWDWHPHQWV RU VRFLDO PHGLD SRVWV DERXW XV RU RXU SURGXFWV E\ QRQ�HPSOR\HHV
WKDW DUH FRQWUDU\ WR RXU YDOXHV� DUH FULWLFDO RI RXU EUDQG� RU FUHDWH SXEOLF FRQWURYHUV\ FRXOG QHJDWLYHO\ DIIHFW
FRQVXPHU SHUFHSWLRQ RI RXU EUDQG DQG DGYHUVHO\ DIIHFW RXU EXVLQHVV� FXUWKHUPRUH� LI QRQ�HPSOR\HHV FHDVH
SXEOLVKLQJ FRQWHQW VXSSRUWLQJ XV RQ WKHLU VRFLDO PHGLD SODWIRUPV IRU DQ\ UHDVRQ� RXU RQOLQH SUHVHQFH PD\ GHFUHDVH
DQG RXU RSHUDWLQJ UHVXOWV PD\ VXIIHU�

AGGLWLRQDOO\� ZH UHO\ RQ WKLUG SDUW\ VRFLDO PHGLD SODWIRUPV� VXFK DV FDFHERRN� IQVWDJUDP� YRXTXEH� GRRJOH�
DQG RWKHUV� WR JHQHUDWH QHZ FXVWRPHUV DQG WR HQJDJH ZLWK H[LVWLQJ FXVWRPHUV� AV H[LVWLQJ VRFLDO PHGLD SODWIRUPV
HYROYH DQG QHZ SODWIRUPV GHYHORS� ZH PXVW FRQWLQXH WR PDLQWDLQ D SUHVHQFH RQ FXUUHQW DQG HPHUJLQJ SODWIRUPV� II
ZH DUH XQDEOH WR FRVW�HIIHFWLYHO\ XVH VRFLDO PHGLD SODWIRUPV DV PDUNHWLQJ WRROV� RXU DELOLW\ WR DFTXLUH QHZ FXVWRPHUV
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PD\ VXIIHU� 0RUHRYHU� VRFLDO PHGLD DQG RWKHU RQOLQH SODWIRUPV RIWHQ UHYLVH WKHLU DOJRULWKPV DQG LQWURGXFH QHZ
DGYHUWLVLQJ SURGXFWV� II RQH RI WKH SODWIRUPV XSRQ ZKLFK ZH UHO\ IRU FXVWRPHU HQJDJHPHQW ZHUH WR PRGLI\ LWV
JHQHUDO PHWKRGRORJ\ IRU KRZ LW GLVSOD\V RXU DGYHUWLVHPHQWV RU NH\ZRUG VHDUFK UHVXOWV� UHVXOWLQJ LQ IHZHU FXVWRPHUV
FOLFNLQJ WKURXJK WR RXU ZHEVLWHV RU FRPLQJ DFURVV RXU FRQWHQW� RXU EXVLQHVV PD\ VXIIHU�

FRU H[DPSOH� LQ ����� ASSOH PDGH FHUWDLQ FKDQJHV WR LWV SURGXFWV DQG GDWD XVH SROLFLHV LQ FRQQHFWLRQ ZLWK
FKDQJHV WR LWV LOS RSHUDWLQJ V\VWHP WKDW UHGXFH RXU DELOLW\ WR WDUJHW DQG PHDVXUH DGYHUWLVLQJ� BHFDXVH RI WKHVH
FKDQJHV� WKH HIILFDF\ RI RXU GLJLWDO DQG VRFLDO FKDQQHOV KDV GHFUHDVHG DQG PD\ GHFUHDVH IXUWKHU LQ WKH IXWXUH�
LQFUHDVLQJ RXU FRVW WR DFTXLUH FXVWRPHUV� :H PD\ QRW EH DEOH WR DFTXLUH FXVWRPHUV LQ DQ DV FRVW HIIHFWLYH PDQQHU DV
D UHVXOW RI WKHVH FKDQJHV DQG RWKHU FRPSHWLWLYH IDFWRUV� ZKLFK FRXOG DGYHUVHO\ DIIHFW RXU ILQDQFLDO UHVXOWV�

FXUWKHUPRUH� DV ODZV DQG UHJXODWLRQV JRYHUQLQJ WKH XVH RI WKHVH SODWIRUPV HYROYH� DQ\ IDLOXUH E\ XV RU WKLUG
SDUWLHV DFWLQJ DW RXU GLUHFWLRQ WR DELGH E\ DSSOLFDEOH ODZV DQG UHJXODWLRQV LQ WKH XVH RI WKHVH SODWIRUPV FRXOG VXEMHFW
XV WR UHJXODWRU\ LQYHVWLJDWLRQV� FODVV DFWLRQ ODZVXLWV� OLDELOLW\� ILQHV� RU RWKHU SHQDOWLHV DQG DGYHUVHO\ DIIHFW RXU
EXVLQHVV� ILQDQFLDO FRQGLWLRQ� DQG RSHUDWLQJ UHVXOWV� AQ LQFUHDVH LQ WKH XVH RI VRFLDO PHGLD IRU SURGXFW SURPRWLRQ DQG
PDUNHWLQJ PD\ FDXVH DQ LQFUHDVH LQ WKH EXUGHQ RQ XV WR PRQLWRU FRPSOLDQFH RI VXFK FRQWHQW DQG LQFUHDVH WKH ULVN
WKDW VXFK FRQWHQW FRXOG FRQWDLQ SUREOHPDWLF SURGXFW RU PDUNHWLQJ FODLPV LQ YLRODWLRQ RI DSSOLFDEOH UHJXODWLRQV�

If we fail to offer high-quality customer experience, our business and reputation will suffer.

NXPHURXV IDFWRUV PD\ LPSDFW D FXVWRPHU¶V H[SHULHQFH ZKLFK PD\ LQ WXUQ LPSDFW WKH OLNHOLKRRG RI VXFK
FXVWRPHU UHWXUQLQJ� TKRVH IDFWRUV LQFOXGH FXVWRPHU VHUYLFH� FRQYHQLHQFH� WDVWH� SULFH� TXDOLW\� ORFDWLRQ RI RXU
OXWSRVWV� DQG EUDQG LPDJH� IQ DGGLWLRQ WR SURYLGLQJ KLJK TXDOLW\ SURGXFWV� ZH SODFH D VWURQJ HPSKDVLV RQ VXSSRUWLQJ
WKH YHWHUDQ DQG PLOLWDU\ FRPPXQLW\ DQG SURYLGLQJ LQVSLULQJ DQG HQWHUWDLQLQJ PHGLD� AQ\ IDLOXUH WR PHHW FXVWRPHU
H[SHFWDWLRQV FRQFHUQLQJ RXU YHWHUDQ DQG PLOLWDU\ VXSSRUW E\ RXU UHWDLO FRIIHH ORFDWLRQV� PDQDJHUV� DQG RWKHU
HPSOR\HHV PD\ UHVXOW LQ QHJDWLYH FXVWRPHU H[SHULHQFHV WKDW DGYHUVHO\ DIIHFW FXVWRPHU UHWHQWLRQ�

Our current operations are highly dependent on the financial performance of our DTC and Wholesale channels,
and reliance on third party logistics, as well as other risks, could negatively impact our business.

OXU ILQDQFLDO SHUIRUPDQFH LV KLJKO\ GHSHQGHQW RQ RXU 'T& DQG :KROHVDOH FKDQQHOV� ZLWK WKH 'T& FKDQQHO
SURYLGLQJ DSSUR[LPDWHO\ ����� DQG ����� RI RXU UHYHQXH LQ ���� DQG ����� UHVSHFWLYHO\� DQG RXU :KROHVDOH
FKDQQHO SURYLGLQJ DSSUR[LPDWHO\ ����� DQG ����� RI RXU UHYHQXH LQ ���� DQG ����� UHVSHFWLYHO\� II WKH 'T&
UHYHQXH WUHQGV FRQWLQXH WR VORZ RU GHFOLQH RU LI WKH :KROHVDOH FKDQQHO UHYHQXH WUHQGV VORZ RU GHFOLQH� RXU RWKHU
VRXUFHV RI UHYHQXHV PD\ EH XQDEOH WR PDNH XS DQ\ VLJQLILFDQW VKRUWIDOO DQG RXU EXVLQHVV DQG ILQDQFLDO UHVXOWV FRXOG
EH DGYHUVHO\ DIIHFWHG�

TKH 'T& FKDQQHO LV PRUH PDWXUH WKDQ RXU RWKHU FKDQQHOV� DQG DV D UHVXOW� KDV KLVWRULFDOO\ SURGXFHG WKH PDMRULW\
RI RXU SURILWDELOLW\ DQG FDVK IORZV� OXU 'T& FKDQQHO JUHZ DW DQ DFFHOHUDWHG UDWH GXULQJ WKH &O9I'��� SDQGHPLF DV
FXVWRPHUV¶ GDLO\ KDELWV� LQFOXGLQJ ZKHUH WKH\ SXUFKDVH DQG FRQVXPH FRIIHH� ZHUH DIIHFWHG� :H H[SHULHQFHG D
GHFUHDVH LQ UHYHQXH IURP RXU 'T& FKDQQHO LQ ���� FRPSDUHG WR ���� DV WKH HIIHFWV RI WKH &O9I'��� SDQGHPLF
KDYH EHJXQ WR VXEVLGH� 5HYHQXH IURP RXU 'T& FKDQQHO PD\ FRQWLQXH WR GHFOLQH DV FXVWRPHUV UHWXUQ WR SXUFKDVLQJ
OHVV FRIIHH DQG RWKHU SURGXFWV RQOLQH� AQ\ VLJQLILFDQW VORZGRZQ RU GHFOLQH LQ RXU 'T& EXVLQHVV FRXOG UHVXOW LQ
UHGXFHG FDVK IORZV IRU IXQGLQJ H[SDQVLRQ RI RXU RWKHU EXVLQHVV OLQHV DQG LQLWLDWLYHV�

OXU EXVLQHVV DQG UHYHQXH JURZWK LV GHSHQGHQW RQ RXU DELOLW\ WR FRQWLQXRXVO\ DWWUDFW DQG UHWDLQ VXEVFULEHUV� DQG
ZH FDQQRW EH VXUH WKDW ZH ZLOO EH VXFFHVVIXO LQ WKHVH HIIRUWV� RU WKDW VXEVFULEHU UHWHQWLRQ OHYHOV ZLOO QRW PDWHULDOO\
GHFOLQH� FXUWKHUPRUH� LQ WKH IXWXUH� ZH PD\ RIIHU QHZ VXEVFULSWLRQ SURGXFWV� LPSOHPHQW SURPRWLRQV� RU UHSODFH RU
PRGLI\ FXUUHQW VXEVFULSWLRQ PRGHOV� DQ\ RI ZKLFK FRXOG UHVXOW LQ DGGLWLRQDO FRVWV� IW LV XQNQRZQ KRZ RXU VXEVFULEHUV
ZLOO UHDFW WR SULFH LQFUHDVHV RU QHZ PRGHOV DQG ZKHWKHU WKH FRVWV RU ORJLVWLFV RI LPSOHPHQWLQJ WKHVH PRGHOV ZLOO
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DGYHUVHO\ LPSDFW RXU EXVLQHVV� II WKH DGRSWLRQ RI QHZ UHYHQXH PRGHOV DGYHUVHO\ LPSDFWV RXU VXEVFULEHU
UHODWLRQVKLSV� WKHQ VXEVFULEHU JURZWK� VXEVFULEHU HQJDJHPHQW� DQG RXU EXVLQHVV� ILQDQFLDO FRQGLWLRQ� DQG RSHUDWLQJ
UHVXOWV FRXOG EH KDUPHG�

OXU 'T& DQG :KROHVDOH EXVLQHVV¶ VXFFHVV GHSHQGV RQ WKLUG SDUW\ ORJLVWLFV� :H FXUUHQWO\ ZRUN ZLWK SDUWLHV LQ
WKH 8QLWHG SWDWHV WR VWRUH� VKLS� DQG RWKHUZLVH VXSSRUW RXU GLVWULEXWLRQ RI SURGXFWV WR RXU FXVWRPHUV DQG UHWDLO
SDUWQHUV� OXU DELOLW\ WR PHHW FXVWRPHU DQG UHWDLO SDUWQHU H[SHFWDWLRQV� PDQDJH LQYHQWRU\� FRPSOHWH VDOHV� DQG
DFKLHYH REMHFWLYHV IRU RSHUDWLQJ HIILFLHQFLHV DQG JURZWK GHSHQGV RQ WKH SURSHU RSHUDWLRQ RI WKHVH WKLUG SDUWLHV¶
GLVWULEXWLRQ IDFLOLWLHV� WKH GHYHORSPHQW RU H[SDQVLRQ RI DGGLWLRQDO GLVWULEXWLRQ FDSDELOLWLHV� DQG WKH WLPHO\
SHUIRUPDQFH RI VHUYLFHV E\ WKLUG SDUWLHV� II ZH FRQWLQXH WR DGG WKLUG SDUW\ ORJLVWLFV SURYLGHUV� UHTXLUH WKHP WR H[SDQG
WKHLU IXOILOOPHQW� GLVWULEXWLRQ� RU ZDUHKRXVH FDSDELOLWLHV� H[SDQG WR QHZ ORFDWLRQV� DGG SURGXFWV FDWHJRULHV ZLWK
GLIIHUHQW IXOILOOPHQW UHTXLUHPHQWV� RU FKDQJH WKH PL[ RI SURGXFWV ZH VHOO� RXU ORJLVWLFV DQG GLVWULEXWLRQ QHWZRUN ZLOO
EHFRPH LQFUHDVLQJO\ FRPSOH[ DQG LWV RSHUDWLRQ ZLOO EHFRPH PRUH FKDOOHQJLQJ IRU XV DQG RXU WKLUG SDUW\ ORJLVWLFV
SURYLGHUV� AGGLWLRQDOO\� DV SDUW RI RXU :KROHVDOH FKDQQHO PRGHO� ZH UHO\ RQ D QHWZRUN RI EURNHUV DQG GLVWULEXWRUV WR
JURZ DQG PDQDJH RXU VDOHV� TKHVH QHWZRUNV DVVLVW LQ H[SDQGLQJ RXU EUDQGV UHDFK DQG HQVXULQJ WKH HIILFLHQW
GLVWULEXWLRQ RI RXU SURGXFWV WR RXU UHWDLO SDUWQHUV� II WKHVH QHWZRUNV� IRU DQ\ UHDVRQ� FDQQRW SURSHUO\ RU HIILFLHQWO\
VXSSRUW RXU SURGXFWV GLVWULEXWLRQ� RXU RSHUDWLQJ UHVXOWV DQG EXVLQHVV PD\ VXIIHU� TKH WKLUG SDUW\ ORJLVWLFV SURYLGHUV
DQG GLVWULEXWLRQ QHWZRUNV WKDW ZH UHO\ XSRQ FRXOG EH LQWHUUXSWHG E\ LVVXHV EH\RQG RXU FRQWURO� LQFOXGLQJ� EXW QRW
OLPLWHG WR� LQIRUPDWLRQ WHFKQRORJ\ SUREOHPV� QDWXUDO GLVDVWHUV� SDQGHPLFV� JRYHUQPHQW UHJXODWLRQ� RU VXSSO\ FKDLQ
LVVXHV� AQ\ VLJQLILFDQW IDLOXUH LQ RXU WKLUG SDUW\ ORJLVWLFV SURYLGHUV WR RSHUDWH HIIHFWLYHO\ FRXOG DGYHUVHO\ DIIHFW RXU
EXVLQHVV� IQ DGGLWLRQ� ZH PD\ EH UHTXLUHG WR H[SDQG RXU FDSDFLW\ VRRQHU WKDQ ZH DQWLFLSDWH� II ZH DUH XQDEOH WR
H[SDQG H[LVWLQJ RU VHFXUH QHZ WKLUG SDUW\ ORJLVWLFV SURYLGHUV WR PHHW RXU IXWXUH QHHGV� RXU RUGHU IXOILOOPHQW DQG
VKLSSLQJ WLPHV PD\ EH GHOD\HG DQG RXU EXVLQHVV� ILQDQFLDO FRQGLWLRQ� DQG RSHUDWLQJ UHVXOWV PD\ VXIIHU�

Our business relies on co-manufacturers to supply our products, and loss of one or more of our co-
manufacturers, or our failure to identify new co-manufacturers, could harm our business and impede our
growth.

:H UHO\ RQ FR�PDQXIDFWXUHUV WR SURYLGH XV ZLWK D SRUWLRQ RI RXU SURGXFWLRQ FDSDFLW\� LQ SDUWLFXODU ZLWK RXU
5T' SURGXFWV� OXU FR�PDQXIDFWXUHUV KDYH EHHQ LQWHJUDO LQ WKH GHYHORSPHQW RI WKHVH SURGXFWV� DQG ZH KDYH UHFHQWO\
LQ�KRXVHG WKH VDOHV DQG PDUNHWLQJ HIIRUWV FRQFHUQLQJ WKHVH SURGXFWV� FDLOXUH E\ XV WR PDLQWDLQ RXU UHODWLRQVKLS ZLWK
WKHVH FR�PDQXIDFWXUHUV RU IDLOXUH WR VXFFHVVIXOO\ LQ�KRXVH RXU VDOHV DQG PDUNHWLQJ HIIRUWV IRU WKHVH SURGXFWV FRXOG
DGYHUVHO\ DIIHFW RXU RSHUDWLQJ UHVXOWV� TKH WHUPV RI RXU FR�PDQXIDFWXULQJ DJUHHPHQWV YDU\� DQG VRPH RI WKHVH
DUUDQJHPHQWV DUH VKRUW�WHUP RU EDVHG RQ SXUFKDVH RUGHUV� RWKHUV FRPPLW XV WR SXUFKDVHV RYHU D QXPEHU RI \HDUV�
9ROXPHV SURGXFHG XQGHU HDFK RI WKHVH DJUHHPHQWV FDQ IOXFWXDWH VLJQLILFDQWO\ EDVHG XSRQ WKH SURGXFW¶V OLIH F\FOH�
SURGXFW SURPRWLRQV� DOWHUQDWLYH SURGXFWLRQ FDSDFLW\� DQG RWKHU IDFWRUV� QRQH RI ZKLFK DUH XQGHU RXU GLUHFW FRQWURO�
TKH WHUPV RI DQ DQWLFLSDWHG ORQJ�WHUP DJUHHPHQW ZLWK RXU EURNHU DUH FXUUHQWO\ EHLQJ QHJRWLDWHG LQ WKH FRQWH[W RI
KLVWRULFDO DUUDQJHPHQWV� DERXW ZKLFK WKHUH DUH FHUWDLQ GLVDJUHHPHQWV� AQ\ GLVSXWH ZLWK RXU EURNHU FRXOG UHVXOW LQ
OLWLJDWLRQ LQ WKH IXWXUH� AQ DGYHUVH RXWFRPH WR DQ\ VXFK GLVSXWH FRXOG KDUP RXU EXVLQHVV�

II� IRU DQ\ UHDVRQ� RXU FR�PDQXIDFWXUHUV FDQQRW IXOILOO WKHLU REOLJDWLRQV� RU RXU FRQWUDFW ZLWK RQH RU PRUH RI RXU
FR�PDQXIDFWXUHUV LV WHUPLQDWHG� RU LI RXU QHHGV DUH OHVV WKDQ ZH KDYH FRQWUDFWHG IRU� RXU EXVLQHVV PD\ VXIIHU� II ZH
QHHG WR UHSODFH D FR�PDQXIDFWXUHU� WKHUH FDQ EH QR DVVXUDQFH WKDW DGGLWLRQDO FDSDFLW\ ZLOO EH DYDLODEOH LQ D WLPHO\
PDQQHU DQG LQ WKH TXDQWLWLHV UHTXLUHG� WKDW RXU TXDOLW\ FRQWURO UHTXLUHPHQWV ZLOO EH PHW� WKDW ZH ZLOO EH DEOH WR
XWLOL]H WKH SURGXFW IRUPXODV RU RWKHU LQWHOOHFWXDO SURSHUW\ GHYHORSHG ZLWK WKH FR�PDQXIDFWXUHU� RU WKDW WKH
FRPPHUFLDO WHUPV RI D UHSODFHPHQW ZLOO EH IDYRUDEOH� II ZH IDLO WR UHSODFH D FR�PDQXIDFWXUHU� ZH PD\ EH UHTXLUHG WR
UHGXFH RXU RYHUDOO SURGXFWLRQ� RU LQFUHDVH RXU SURGXFWLRQ E\ D VPDOOHU DPRXQW WKDQ IRUHFDVWHG� ZKLFK FRXOG UHVXOW LQ
ORVV RI VDOHV DQG UHSXWDWLRQDO KDUP� FXUWKHU� DQ LQWHUUXSWLRQ LQ� RU WKH ORVV RU UHGXFWLRQ RI RSHUDWLRQV DW� RQH RU PRUH
RI RXU FR�PDQXIDFWXULQJ IDFLOLWLHV� ZKLFK PD\ EH FDXVHG E\ ZRUN VWRSSDJHV� FRQWDPLQDWLRQ� GLVHDVH RXWEUHDNV�
WHUURULVP� QDWXUDO GLVDVWHUV� UHJXODWRU\ UHVWULFWLRQV� RU DQ\ RWKHU UHDVRQ� FRXOG GHOD\� SRVWSRQH� RU UHGXFH SURGXFWLRQ
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RI RXU SURGXFWV� ZKLFK FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV XQWLO VXFK WLPH DV VXFK LQWHUUXSWLRQ LV
UHVROYHG RU DQ DOWHUQDWH VRXUFH RI SURGXFWLRQ LV VHFXUHG�

:H EHOLHYH WKHUH DUH D OLPLWHG QXPEHU RI KLJK�TXDOLW\ FR�PDQXIDFWXUHUV WKDW FDQ PHHW RXU SULFLQJ UHTXLUHPHQWV
DQG TXDOLW\ FRQWURO VWDQGDUGV� AV ZH VHHN WR REWDLQ DGGLWLRQDO RU DOWHUQDWLYH FR�PDQXIDFWXULQJ DUUDQJHPHQWV LQ WKH
IXWXUH� WKHUH FDQ EH QR DVVXUDQFH WKDW ZH ZRXOG EH DEOH WR GR VR RQ VDWLVIDFWRU\ WHUPV� LQ D WLPHO\ PDQQHU� RU DW DOO�
TKH ORVV RI RQH RU PRUH FR�PDQXIDFWXUHUV� DQ\ GLVUXSWLRQ RU GHOD\ DW D FR�PDQXIDFWXUHU� RU DQ\ IDLOXUH WR LGHQWLI\
DQG HQJDJH FR�PDQXIDFWXUHUV WR LQFUHDVH SURGXFWLRQ FDSDFLW\� FRXOG GHOD\ RU SRVWSRQH WKH SURGXFWLRQ RI RXU
SURGXFWV RU UHGXFH RXU RYHUDOO SURGXFWLRQ FDSDFLW\� HLWKHU RI ZKLFK FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU
EXVLQHVV� RSHUDWLQJ UHVXOWV� DQG ILQDQFLDO FRQGLWLRQ�

:H DUH FXUUHQWO\ SDUW\ WR D GLVSXWH ZLWK RXU SULRU EURNHU IRU 5T' SURGXFWV� SULPDULO\ UHODWLQJ WR WKH WHUPV RI WKH
VFRSH DQG GXUDWLRQ RI FHUWDLQ UR\DOWLHV�

We strongly rely upon our Wholesale channel partners. If we cannot maintain good relationships with brokers
and distributors, our Wholesale revenue channel may be harmed.

OXU ZKROHVDOH UHODWLRQVKLSV DUH LPSRUWDQW WR RXU RSHUDWLRQV� :H VHOO RXU FRIIHH SURGXFWV� PHUFKDQGLVH� DQG
RWKHU SURGXFWV WKURXJK RXWOHWV� GHDOHUV� DQG GLVWULEXWRUV� VXFK DV BDVV PUR SKRS� SFKHHOV� AFH HDUGZDUH� DQG RWKHU
UHWDLOHUV DQG VHOO RXU 5T' SURGXFWV WKURXJK YDULRXV UHJLRQDO DQG QDWLRQDO UHWDLOHUV� LQFOXGLQJ SDP
V &OXE� :DOPDUW�
��EOHYHQ� DQG RWKHUV� &HUWDLQ ZKROHVDOH ORFDWLRQV PD\ LQFOXGH VLJQLILFDQW VLJQDJH DQG DGYHUWLVLQJ IRU RXU EUDQG� DQG
ZH UHO\ RQ WKHVH ORFDWLRQV WR HIIHFWLYHO\ DGYHUWLVH DQG SUHVHQW RXU SURGXFWV� OXU EXVLQHVV FRXOG EH DGYHUVHO\
LPSDFWHG LI RXU :KROHVDOH FKDQQHO SDUWQHUV IDFH GHFOLQHV LQ FXVWRPHU WUDIILF� GHFOLQHV LQ FRQVXPHU VSHQGLQJ�
OLWLJDWLRQ� WHPSRUDU\ RU VXVWDLQHG VWRUH FORVXUHV� RU RWKHU EXVLQHVV GLVUXSWLRQV� LQFOXGLQJ EXW QRW OLPLWHG WR VXSSO\
FKDLQ GLVUXSWLRQV RU LQYHQWRU\ PDQDJHPHQW LVVXHV� OXU EXVLQHVV FRXOG DOVR EH DGYHUVHO\ LPSDFWHG LI ZH IDLO WR JURZ
VDOHV RI RXU 5T'� FRIIHH� DQG PHUFKDQGLVH SURGXFWV WKURXJK :KROHVDOH FKDQQHOV� LQFOXGLQJ IODW RU GHFOLQLQJ QXPEHU
RI RXWOHWV DQG UHWDLOHUV RIIHULQJ RXU SURGXFWV� IODW RU GHFOLQLQJ VDOHV YHORFLW\ LQ WKHVH FKDQQHOV� DQG IDLOXUH WR H[SDQG
WKURXJK QHZ UHWDLO SDUWQHUVKLSV DQG RXWOHWV VHOOLQJ RXU SURGXFWV RU QHZO\ ODXQFKHG SURGXFWV� FXUWKHU� WKH SXUFKDVLQJ
SRZHU RI FXUUHQW RU SRWHQWLDO ODUJH :KROHVDOH FKDQQHO SDUWQHUV LV VLJQLILFDQW� DQG WKH\ KDYH WKH DELOLW\ WR FRPPDQG
FRQFHVVLRQV� ZKLFK KDYH DQG PD\ LQ WKH IXWXUH UHGXFH RXU SURILWDELOLW\ VXEVWDQWLDOO\ DQG H[SRVH XV WR JUHDWHU OLDELOLW\
XQGHU WKH WHUPV RI RXU DJUHHPHQWV ZLWK VXFK SDUWQHUV� TKHUH FDQ EH QR DVVXUDQFH WKDW WKH GLVWULEXWRUV DQG UHWDLOHUV
ZLOO SXUFKDVH RXU SURGXFWV RU SURYLGH RXU SURGXFWV ZLWK DGHTXDWH OHYHOV RI SURPRWLRQDO DQG PHUFKDQGLVLQJ VXSSRUW�
TKH QHHG WR PDNH VLJQLILFDQW FRQFHVVLRQV WR UHWDLQ RQH RU PRUH VXFK :KROHVDOH FKDQQHO SDUWQHUV RU WKH IDLOXUH WR
PDLQWDLQ RU IXUWKHU GHYHORS WKHVH EXVLQHVV UHODWLRQVKLSV FRXOG UHVXOW LQ KDUP WR RXU EXVLQHVV DQG UHVXOWV RI
RSHUDWLRQV�

AGGLWLRQDOO\� ZH PD\ QRW EH DEOH WR IXOO\ FRQWURO WKH DFWLRQV RI RXU :KROHVDOH FKDQQHO SDUWQHUV� 8QVDWLVIDFWRU\
VHUYLFH RU PLVFRQGXFW E\ RXU :KROHVDOH FKDQQHO SDUWQHUV� RU WKHLU IDLOXUH WR FRPSO\ ZLWK VWDWXWRU\ RU UHJXODWRU\
UHTXLUHPHQWV� PD\ KDUP RXU EXVLQHVV RU EUDQG UHSXWDWLRQ� 8QLODWHUDO GHFLVLRQV E\ RXU :KROHVDOH FKDQQHO SDUWQHUV WR
GLVFRQWLQXH FDUU\LQJ DOO RU DQ\ RI RXU SURGXFWV WKDW WKH\ DUH FDUU\LQJ DW DQ\ WLPH� UHVWULFW WKH UDQJH RI RXU SURGXFWV
WKH\ FDUU\� LPSRVH UHVWULFWLRQV RU OLPLWDWLRQV RQ WKH VDOH RI RXU SURGXFWV� RU GHYRWH OHVV UHVRXUFHV WR WKH VDOH RI RXU
SURGXFWV FRXOG DOVR FDXVH RXU EXVLQHVV WR VXIIHU� OXU :KROHVDOH FKDQQHO SDUWQHUV PD\ DOVR QRW IXOILOO WKHLU
REOLJDWLRQV XQGHU RXU DJUHHPHQWV� DGYHUVHO\ DIIHFWLQJ RXU EXVLQHVV�

Interruption of our supply chain of coffee, store supplies, or merchandise could affect our ability to produce or
deliver our products and could negatively impact our business and profitability.

:H URDVW WKH PDMRULW\ RI RXU VHOI�SURGXFHG FRIIHH EHDQV LQ�KRXVH DW RXU 0DQFKHVWHU� TN IDFLOLW\� :H XVH FR�
PDQXIDFWXUHUV IRU FHUWDLQ RXWVRXUFHG FRIIHH URDVWLQJ� AGGLWLRQDOO\� ZH SURGXFH FHUWDLQ PHUFKDQGLVH LWHPV LQ�KRXVH
DW RXU SDOW LDNH &LW\� 8T IDFLOLW\� ZKHUH ZH DOVR FRQGXFW D VPDOO SRUWLRQ RI URDVWLQJ� :H DOVR FRQWUDFW ZLWK RWKHU
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VXSSOLHUV DQG PDQXIDFWXUHUV WR SURFXUH VXSSOLHV� HTXLSPHQW� DQG RWKHU PDWHULDOV DQG SURGXFWV� AQ\ PDWHULDO
LQWHUUXSWLRQ LQ RXU VXSSO\ FKDLQ� VXFK DV PDWHULDO LQWHUUXSWLRQ RI WKH VXSSO\ RI FRIIHH EHDQV� FRIIHH PDFKLQHV DQG
RWKHU UHVWDXUDQW HTXLSPHQW� PHUFKDQGLVH� DSSDUHO� RU SDFNDJLQJ IRU RXU SURSULHWDU\ SURGXFWV FRXOG KDYH D QHJDWLYH
PDWHULDO LPSDFW RQ RXU EXVLQHVV DQG RXU SURILWDELOLW\� 'LVUXSWLRQV FRXOG RFFXU GXH WR WKH FDVXDOW\ ORVV RI DQ\ RI RXU
URDVWLQJ SODQWV� LQWHUUXSWLRQV LQ VHUYLFH E\ RXU WKLUG SDUW\ ORJLVWLFV VHUYLFH SURYLGHUV RU FRPPRQ FDUULHUV WKDW VKLS
JRRGV ZLWKLQ RXU GLVWULEXWLRQ FKDQQHOV� WUDGH UHVWULFWLRQV� VXFK DV LQFUHDVHG WDULIIV RU TXRWDV� LQFUHDVHG SULFHV WR
SRVWDJH DQG VKLSSLQJ� HPEDUJRHV RU FXVWRPV UHVWULFWLRQV� SDQGHPLFV� VRFLDO RU ODERU XQUHVW� ZHDWKHU RU QDWXUDO
GLVDVWHUV� SROLWLFDO GLVSXWHV DQG PLOLWDU\ FRQIOLFWV� RU RWKHU SRWHQWLDO LQFLGHQWV� AGGLWLRQDOO\� ZH UHO\ RQ RXU GRPHVWLF
DQG LQWHUQDWLRQDO EXVLQHVV SDUWQHUV WR SURYLGH KLJK TXDOLW\ SURGXFWV DQG WR FRPSO\ ZLWK DSSOLFDEOH ODZV� II
SURGXFWLRQ DW RXU 0DQFKHVWHU� TN IDFLOLW\ LV GLVUXSWHG� ZH GR QRW KDYH DQ DX[LOLDU\ IDFLOLW\ WKDW FRXOG FRQWLQXH RXU
URDVWLQJ RSHUDWLRQV� :H DOVR GR QRW KDYH VXIILFLHQW DJUHHPHQWV LQ SODFH ZLWK WKLUG SDUWLHV WR URDVW RXU FRIIHH LQ WKH
HYHQW WKDW RXU 0DQFKHVWHU� TN IDFLOLW\ ZHUH WR EHFRPH LQRSHUDEOH� :H DUH FXUUHQWO\ LQ WKH SURFHVV RI H[SDQGLQJ RXU
0DQFKHVWHU� TN IDFLOLW\� DQG IDLOXUH WR VXFFHVVIXOO\ LPSOHPHQW WKDW H[SDQVLRQ FRXOG KDYH D QHJDWLYH LPSDFW RQ RXU
EXVLQHVV�

Increases in the cost of high-quality coffee beans or other commodities or decreases in the availability of high-
quality coffee beans or other commodities could have an adverse impact on our business and financial results.

TKH DYDLODELOLW\ DQG SULFHV RI FRIIHH EHDQV DQG RWKHU FRPPRGLWLHV DUH VXEMHFW WR VLJQLILFDQW YRODWLOLW\� :H
SXUFKDVH� URDVW DQG VHOO KLJK�TXDOLW\ ZKROH EHDQ FRIIHH EHDQV DQG UHODWHG FRIIHH SURGXFWV� TKH KLJK�TXDOLW\ FRIIHH RI
WKH TXDOLW\ ZH VHHN WHQGV WR WUDGH RQ D QHJRWLDWHG EDVLV DW D SUHPLXP DERYH WKH ³&´ SULFH� TKLV SUHPLXP GHSHQGV
XSRQ WKH VXSSO\ DQG GHPDQG DW WKH WLPH RI SXUFKDVH DQG WKH DPRXQW RI WKH SUHPLXP FDQ YDU\ VLJQLILFDQWO\�
IQFUHDVHV LQ WKH ³&´ FRIIHH FRPPRGLW\ SULFH LQFUHDVH WKH SULFH RI KLJK�TXDOLW\ FRIIHH DQG DOVR LPSDFW RXU DELOLW\ WR
HQWHU LQWR IL[HG�SULFH SXUFKDVH FRPPLWPHQWV� :H IUHTXHQWO\ HQWHU LQWR VXSSO\ FRQWUDFWV ZKHUHE\ WKH TXDOLW\�
TXDQWLW\� GHOLYHU\ SHULRG DQG RWKHU QHJRWLDWHG WHUPV DUH DJUHHG XSRQ� EXW WKH GDWH� DQG WKHUHIRUH SULFH� DW ZKLFK WKH
EDVH ³&´ FRIIHH FRPPRGLW\ SULFH FRPSRQHQW ZLOO EH IL[HG KDV QRW \HW EHHQ HVWDEOLVKHG�

TKH VXSSO\ DQG SULFH RI FRIIHH ZH SXUFKDVH FDQ DOVR EH DIIHFWHG E\ PXOWLSOH IDFWRUV LQ WKH SURGXFLQJ FRXQWULHV�
VXFK DV ZHDWKHU �LQFOXGLQJ WKH SRWHQWLDO HIIHFWV RI FOLPDWH FKDQJH�� QDWXUDO GLVDVWHUV� FURS GLVHDVH� JHQHUDO LQFUHDVH
LQ IDUP LQSXWV DQG FRVWV RI SURGXFWLRQ� LQYHQWRU\ OHYHOV� SROLWLFDO DQG HFRQRPLF FRQGLWLRQV� DQG WKH DFWLRQV RI FHUWDLQ
RUJDQL]DWLRQV DQG DVVRFLDWLRQV WKDW KDYH KLVWRULFDOO\ DWWHPSWHG WR LQIOXHQFH SULFHV RI JUHHQ FRIIHH WKURXJK
DJUHHPHQWV HVWDEOLVKLQJ H[SRUW TXRWDV RU E\ UHVWULFWLQJ FRIIHH VXSSOLHV� SSHFXODWLYH WUDGLQJ LQ FRIIHH FRPPRGLWLHV
FDQ DOVR LQIOXHQFH FRIIHH SULFHV� BHFDXVH RI WKH VLJQLILFDQFH RI FRIIHH EHDQV WR RXU RSHUDWLRQV� FRPELQHG ZLWK RXU
DELOLW\ WR RQO\ SDUWLDOO\ PLWLJDWH IXWXUH SULFH ULVN WKURXJK SXUFKDVLQJ SUDFWLFHV� LQFUHDVHV LQ WKH FRVW RI KLJK�TXDOLW\
FRIIHH EHDQV FRXOG KDYH D PDWHULDO DGYHUVH LPSDFW RQ RXU SURILWDELOLW\� IQ DGGLWLRQ� LI ZH DUH QRW DEOH WR SXUFKDVH
VXIILFLHQW TXDQWLWLHV RI JUHHQ FRIIHH GXH WR DQ\ RI WKH DERYH IDFWRUV RU WR D ZRUOGZLGH RU UHJLRQDO VKRUWDJH� ZH PD\
QRW EH DEOH WR IXOILOO WKH GHPDQG IRU RXU FRIIHH� ZKLFK FRXOG KDYH D PDWHULDO DGYHUVH LPSDFW RQ RXU SURILWDELOLW\�

IQFUHDVHV LQ WKH FRVW RI GDLU\ SURGXFWV DQG RWKHU FRPPRGLWLHV� VXFK DV SHWUROHXP ZKLFK LQ WXUQ PD\ LQFUHDVH WKH
FRVW RI RXU SDFNLQJ PDWHULDOV� RU ODFN RI DYDLODELOLW\� ZKHWKHU GXH WR VXSSO\ VKRUWDJHV� GHOD\V RU LQWHUUXSWLRQV LQ
SURFHVVLQJ� RU RWKHUZLVH� HVSHFLDOO\ LQ LQWHUQDWLRQDO PDUNHWV� FRXOG KDUP RXU EXVLQHVV�

:H KDYH HQWHUHG LQWR FHUWDLQ IRUZDUG SXUFKDVH FRQWUDFWV IRU FRIIHH EHDQV� ZKLFK LQFOXGH IL[HG SULFH
DUUDQJHPHQWV ZLWK VHW WLPH SHULRGV IRU PDUNHW�EDVHG LQFUHDVHV� B\ HQWHULQJ LQWR WKHVH FRPPHUFLDO FRQWUDFWV� ZH
DWWHPSW WR PLWLJDWH WKH DGYHUVH HIIHFWV RI XQH[SHFWHG PDUNHW�SULFH LQFUHDVHV� FRU H[DPSOH� ZH DJUHHG WR UDWHV LQ
���� WKDW DUH ORZHU WKDQ WKH FXUUHQW IXWXUH SULFHV RI JUHHQ FRIIHH EHDQV� HRZHYHU� LI IXWXUH SULFHV ZHUH WR GHFOLQH
EHORZ RXU FRQWUDFWHG SULFHV� ZH DUH FRQWUDFWXDOO\ REOLJDWHG WR SD\ WKH KLJKHU UDWHV�

5HFHQWO\� WKH LQSXW FRVWV RI RXU SURGXFWV KDYH LQFUHDVHG VXEVWDQWLDOO\� ZKLFK KDV VLJQLILFDQWO\ LQFUHDVHG RXU
FRVWV DQG UHGXFHG RXU SURILWDELOLW\� :KLOH VRPH RI WKHVH SULFH LQFUHDVHV DUH GULYHQ WKURXJK YDULRXV VXSSO\ FKDLQ
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LVVXHV DIIHFWLQJ DOO UHVRXUFHV DQG FRPPRGLWLHV XVHG LQ RXU SURGXFWV� WKH LQFUHDVH LQ WKH SULFH RI KLJK TXDOLW\ FRIIHH LV
WKH JUHDWHVW IDFWRU RI RXU LQFUHDVHG FRVWV� SLQFH WKH EHJLQQLQJ RI ����� WKH SULFH RI FRIIHH KDV LQFUHDVHG VLJQLILFDQWO\�
TKH SULFH RI FRIIHH PD\ FRQWLQXH WR LQFUHDVH LQ WKH FRPLQJ \HDUV� WKURXJK ���� DQG EH\RQG� UHSUHVHQWLQJ D
VLJQLILFDQW H[SHQVH LQFUHDVH IRU XV JRLQJ IRUZDUG� AGGLWLRQDOO\� ZH ZLOO QHHG WR LQFUHDVH WKH SULFHV FKDUJHG WR RXU
FXVWRPHUV DFURVV DOO RI RXU FKDQQHOV WR RIIVHW WKHVH FRVW LQFUHDVHV LQ RUGHU WR PDLQWDLQ RXU FXUUHQW OHYHOV RI
SURILWDELOLW\� TKHUH LV QR DVVXUDQFH WKDW FXVWRPHUV ZLOO DFFHSW VXFK SULFH LQFUHDVHV� ZKLFK FRXOG OHDG WR ORZHU
UHYHQXH DQG SURILWDELOLW\ DV ZHOO DV GHFUHDVHV LQ WKH SHUFHSWLRQ RI RXU EUDQG�

Our financial condition and results of operations are dependent upon consumer discretionary spending, and a
number of economic or political conditions, largely outside our control, may adversely affect that spending and
as such our results may fluctuate significantly and may not fully reflect the underlying performance of our
business.

OXU UHVXOWV RI RSHUDWLRQV DQG NH\ PHWULFV PD\ YDU\ VLJQLILFDQWO\ LQ WKH IXWXUH DV WKH\ KDYH LQ WKH SDVW� DQG
SHULRG�WR�SHULRG FRPSDULVRQV RI RXU UHVXOWV RI RSHUDWLRQV DQG NH\ PHWULFV PD\ QRW EH PHDQLQJIXO� AFFRUGLQJO\� WKH
UHVXOWV RI DQ\ RQH TXDUWHU VKRXOG QRW EH UHOLHG XSRQ DV DQ LQGLFDWLRQ RI IXWXUH SHUIRUPDQFH� OXU UHVXOWV RI RSHUDWLRQV
DUH VXEMHFW WR VHDVRQDO YDULDWLRQV� DQG NH\ PHWULFV PD\ IOXFWXDWH DV D UHVXOW RI D YDULHW\ RI IDFWRUV� PDQ\ RI ZKLFK DUH
RXWVLGH RI RXU FRQWURO� DQG WKXV� PD\ QRW IXOO\ UHIOHFW WKH XQGHUO\LQJ SHUIRUPDQFH RI RXU EXVLQHVV� FOXFWXDWLRQV LQ
UHVXOWV PD\ QHJDWLYHO\ LPSDFW WKH YDOXH RI RXU VHFXULWLHV� FDFWRUV WKDW PD\ FDXVH IOXFWXDWLRQV LQ RXU UHVXOWV RI
RSHUDWLRQV DQG NH\ PHWULFV LQFOXGH� ZLWKRXW OLPLWDWLRQ� WKRVH OLVWHG HOVHZKHUH LQ WKLV 5LVN FDFWRUV VHFWLRQ DQG WKRVH
OLVWHG EHORZ� AQ\ RQH RU PRUH RI WKH IDFWRUV OLVWHG EHORZ RU GHVFULEHG HOVHZKHUH LQ WKLV VHFWLRQ FRXOG KDUP RXU
EXVLQHVV�

IOXFWXDWLRQV LQ WKH FRVW DQG DYDLODELOLW\ RI UHDO HVWDWH� ODERU� UDZ PDWHULDOV� HTXLSPHQW� VKLSSLQJ�
SULFLQJ SUHVVXUH�
FRQVXPHU SUHIHUHQFHV� LQFOXGLQJ WKRVH GHVFULEHG DERYH�
PRQH\ DYDLODEOH WR FRQVXPHUV IRU GLVFUHWLRQDU\ SXUFKDVHV� ZKLFK PD\ EH DIIHFWHG E\ MRE ORVVHV� LQIODWLRQ�
KLJKHU WD[HV� FKDQJHV LQ IHGHUDO HFRQRPLF SROLF\� RU RWKHU PDFURHFRQRPLF RU SROLWLFDO IDFWRUV�
VHYHUH ZHDWKHU RU RWKHU QDWXUDO RU PDQ�PDGH GLVDVWHUV DIIHFWLQJ D ODUJH PDUNHW RU VHYHUDO FORVHO\ ORFDWHG
PDUNHWV WKDW PD\ WHPSRUDULO\ EXW VLJQLILFDQWO\ DIIHFW RXU EXVLQHVV LQ VXFK PDUNHWV�
HVSHFLDOO\ LQ RXU ODUJH PDUNHWV� ODERU GLVFRUG RU GLVUXSWLRQ� JHRSROLWLFDO HYHQWV� VRFLDO XQUHVW� ZDU�
WHUURULVP� SROLWLFDO LQVWDELOLW\� DFWV RI SXEOLF YLROHQFH� ER\FRWWV� KRVWLOLWLHV DQG VRFLDO XQUHVW DQG RWKHU KHDOWK
SDQGHPLFV WKDW OHDG WR DYRLGDQFH RI SXEOLF SODFHV RU FDXVH SHRSOH WR VWD\ DW KRPH� DQG
DGYHUVH RXWFRPHV RI OLWLJDWLRQ�

AGGLWLRQDOO\� FHUWDLQ SXEOLF HQWLWLHV KDYH UHFHQWO\ H[SHULHQFHG H[WUHPH YRODWLOLW\ LQ WKH PDUNHW SULFHV DQG
WUDGLQJ YROXPH RI WKHLU FRPPRQ VWRFN� TKLV H[WUHPH YRODWLOLW\ VHHPV WR EH XQUHODWHG WR WKH XQGHUO\LQJ EXVLQHVV RI
WKHVH HQWLWLHV� WKHLU PDUNHW SHUIRUPDQFH� RU WKH PDFUR RU LQGXVWU\ IXQGDPHQWDOV RI WKHVH HQWLWLHV� TKHVH H[WUHPH
PDUNHW IOXFWXDWLRQV KDYH EHHQ DFFRPSDQLHG E\ UHSRUWV RI VWURQJ DQG DW\SLFDO UHWDLO LQYHVWRU LQWHUHVW� LQFOXGLQJ RQ
VRFLDO PHGLD DQG RQOLQH IRUXPV� DQG LW LV XQFOHDU KRZ ORQJ WKLV YRODWLOLW\ ZLOO ODVW� 'XH WR RXU FXVWRPHU EDVLV� RQOLQH
SUHVHQFH� DQG UHSXWDWLRQ� DPRQJ RWKHU IDFWRUV� RXU &ODVV A &RPPRQ SWRFN PD\ EH VXEMHFW WR VLPLODU PDUNHW
YRODWLOLW\ LQ WKH IXWXUH QRW QHFHVVDULO\ UHODWHG WR WKH SHUIRUPDQFH RI RXU EXVLQHVV�

We may not be able to compete successfully with other producers and retailers of coffee. Intense competition in
our markets could make it more difficult to expand our business and could also have a negative impact on our
operating results if customers favor our competitors or we are forced to change our pricing and other marketing
strategies.

TKH VSHFLDOW\ FRIIHH PDUNHW LV LQWHQVHO\ FRPSHWLWLYH� LQFOXGLQJ ZLWK UHVSHFW WR SURGXFW TXDOLW\� LQQRYDWLRQ�
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VHUYLFH� FRQYHQLHQFH� VXFK DV VWRUH ORFDWLRQ� GHOLYHU\ VHUYLFH� PRELOH RUGHULQJ� DQG SULFH� :H IDFH VLJQLILFDQW DQG
LQFUHDVLQJ FRPSHWLWLRQ LQ DOO WKHVH DUHDV LQ HDFK RI RXU FKDQQHOV DQG PDUNHWV� II ZH FDQQRW FRPSHWH VXFFHVVIXOO\
ZLWK RWKHU HQWLWLHV LQ WKH PDUNHW� ZH FRXOG ORVH FXVWRPHUV DQG RXU UHYHQXH FRXOG GHFOLQH� :H H[SHFW FRPSHWLWLRQ LQ
WKLV PDUNHW WR FRQWLQXH WR EH LQWHQVH DV ZH FRPSHWH RQ D YDULHW\ RI IURQWV� LQFOXGLQJ� ZLWKRXW OLPLWDWLRQ� DQWLFLSDWLQJ
DQG UHVSRQGLQJ WR
FKDQJLQJ FRQVXPHU GHPDQGV LQ D WLPHO\ PDQQHU� HVWDEOLVKLQJ DQG PDLQWDLQLQJ IDYRUDEOH EUDQG�QDPH UHFRJQLWLRQ�
DFKLHYLQJ DQG PDLQWDLQLQJ SURGXFW TXDOLW\� KLULQJ DQG UHWDLQLQJ NH\ HPSOR\HHV� PDLQWDLQLQJ DQG JURZLQJ PDUNHW
VKDUH�
GHYHORSLQJ TXDOLW\ DQG GLIIHUHQWLDWHG SURGXFWV WKDW DSSHDO WR FRQVXPHUV� HVWDEOLVKLQJ DQG PDLQWDLQ DFFHSWDEOH
UHODWLRQVKLSV
ZLWK :KROHVDOH FXVWRPHUV� SULFLQJ SURGXFWV DSSURSULDWHO\� RSWLPL]LQJ URDVWLQJ DQG VXSSO\ FKDLQ FDSDELOLWLHV� DQG
SURWHFWLQJ LQWHOOHFWXDO SURSHUW\�

&RPSDUHG WR XV� VRPH RI RXU FRPSHWLWRUV KDYH VXEVWDQWLDOO\ JUHDWHU ILQDQFLDO� WHFKQRORJLFDO� URDVWLQJ� VDOH�
PDUNHWLQJ� GLVWULEXWLRQ� DQG RWKHU UHVRXUFHV� KDYH EHHQ LQ EXVLQHVV ORQJHU� KDYH JUHDWHU EUDQG UHFRJQLWLRQ� RU DUH
EHWWHU HVWDEOLVKHG LQ WKH PDUNHWV ZKHUH RXU SURGXFWV DUH ORFDWHG RU DUH SODQQHG WR EH ORFDWHG� TKHLU JUHDWHU
FDSDELOLWLHV LQ WKHVH DUHDV PD\ HQDEOH WKHP WR FRPSHWH PRUH HIIHFWLYHO\ RQ WKH EDVLV RI SULFH� PRUH TXLFNO\ GHYHORS
QHZ SURGXFWV� DQG PRUH HDVLO\ ZLWKVWDQG LQFUHDVLQJ FRVWV� TKH JHQHUDO DYDLODELOLW\ RI FRIIHH URDVWLQJ DOVR DOORZV
QHZ HQWUDQWV HDV\ DFFHVV WR WKH PDUNHWV LQ ZKLFK ZH FRPSHWH� ZKLFK PD\ LQFUHDVH WKH QXPEHU RI FRPSHWLWRUV� AQ\
RI WKHVH FRPSHWLWLYH IDFWRUV PD\ DGYHUVHO\ DIIHFW RXU EXVLQHVV�

AGGLWLRQDOO\� LI RXU FRPSHWLWRUV EHJLQ WR HYROYH WKHLU EXVLQHVV VWUDWHJLHV DQG DGRSW DVSHFWV RI RXU EXVLQHVV
PRGHO� VXFK DV RXU VXEVFULSWLRQ PRGHO DQG LQQRYDWLYH FRQWHQW DQG EUDQGLQJ� LQFOXGLQJ YHWHUDQ DQG ILUVW�UHVSRQGHU�
IRFXVHG EUDQGLQJ� RXU FXVWRPHUV PD\ EH GUDZQ WR WKRVH FRPSHWLWRUV IRU WKHLU EHYHUDJH QHHGV DQG RXU EXVLQHVV FRXOG
EH KDUPHG�

Our growth strategy depends in part on opening new Outposts in existing and new markets. We may be
unsuccessful in opening new Outposts or establishing new markets, which could adversely affect our growth.

AV RI 'HFHPEHU ��� ����� ZH KDYH WZHQW\�VL[ OXWSRVWV DFURVV HLJKW VWDWHV� RI ZKLFK ILIWHHQ ZHUH &RPSDQ\�
RSHUDWHG DQG HOHYHQ ZHUH IUDQFKLVHG� A FRPSRQHQW RI RXU JURZWK VWUDWHJ\ LV RSHQLQJ QHZ OXWSRVWV DQG RSHUDWLQJ
WKHP RQ D SURILWDEOH EDVLV� :H RSHQHG RXU ILUVW &RPSDQ\�RSHUDWHG OXWSRVW LQ ����� ZLWK WKH UHPDLQGHU RSHQLQJ LQ
���� DQG ����� :H DQWLFLSDWH RSHQLQJ WKUHH DGGLWLRQDO FRPSDQ\ RZQHG OXWSRVWV LQ ����� OXU DELOLW\ WR RSHQ QHZ
OXWSRVWV LV GHSHQGHQW XSRQ D QXPEHU RI IDFWRUV� PDQ\ RI ZKLFK DUH EH\RQG RXU FRQWURO� LQFOXGLQJ RXU DQG RXU
IUDQFKLVH SDUWQHUV¶ DELOLW\ WR�

LGHQWLI\ DYDLODEOH DQG VXLWDEOH VLWHV� VSHFLILFDOO\ IRU GULYH�WKUX ORFDWLRQV�
FRPSHWH IRU VXFK VLWHV�
UHDFK DFFHSWDEOH DJUHHPHQWV UHJDUGLQJ WKH OHDVH RI ORFDWLRQV�
REWDLQ RU KDYH DYDLODEOH WKH ILQDQFLQJ UHTXLUHG WR DFTXLUH DQG RSHUDWH DQ OXWSRVW� LQFOXGLQJ FRQVWUXFWLRQ
DQG RSHQLQJ FRVWV� ZKLFK LQFOXGHV DFFHVV WR EXLOG�WR�VXLW OHDVHV DQG JURXQG OHDVH FRQVWUXFWLRQ
DUUDQJHPHQWV�
UHVSRQG WR XQIRUHVHHQ HQJLQHHULQJ RU HQYLURQPHQWDO SUREOHPV ZLWK OHDVHG SUHPLVHV�
DYRLG WKH LPSDFW RI LQFOHPHQW ZHDWKHU� QDWXUDO GLVDVWHUV DQG RWKHU FDODPLWLHV�
KLUH� WUDLQ DQG UHWDLQ WKH VNLOOHG PDQDJHPHQW DQG RWKHU HPSOR\HHV QHFHVVDU\ WR PHHW VWDIILQJ QHHGV�
REWDLQ� LQ D WLPHO\ PDQQHU DQG IRU DQ DFFHSWDEOH FRVW� UHTXLUHG OLFHQVHV� SHUPLWV DQG UHJXODWRU\ DSSURYDOV
DQG UHVSRQG HIIHFWLYHO\ WR DQ\ FKDQJHV LQ ORFDO� VWDWH RU IHGHUDO ODZ DQG UHJXODWLRQV WKDW DGYHUVHO\ DIIHFW
RXU DQG RXU IUDQFKLVH SDUWQHUV¶ FRVWV RU DELOLW\ WR RSHQ QHZ OXWSRVWV� DQG
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FRQWURO FRQVWUXFWLRQ DQG HTXLSPHQW FRVW LQFUHDVHV IRU QHZ OXWSRVWV DQG VHFXUH WKH VHUYLFHV RI TXDOLILHG
FRQWUDFWRUV DQG VXEFRQWUDFWRUV LQ DQ LQFUHDVLQJO\ FRPSHWLWLYH HQYLURQPHQW�

TKHUH LV QR JXDUDQWHH WKDW D VXIILFLHQW QXPEHU RI VXLWDEOH VLWHV IRU QHZ OXWSRVWV ZLOO EH DYDLODEOH LQ GHVLUDEOH
DUHDV RU RQ WHUPV WKDW DUH DFFHSWDEOH WR XV LQ RUGHU WR DFKLHYH RXU JURZWK SODQ� II ZH DUH XQDEOH WR RSHQ QHZ
OXWSRVWV� RU LI H[LVWLQJ IUDQFKLVH SDUWQHUV GR QRW RSHQ QHZ OXWSRVWV� RU LI SODQQHG RSHQLQJV DUH VLJQLILFDQWO\
GHOD\HG� RXU UHYHQXH RU HDUQLQJV JURZWK FRXOG EH DGYHUVHO\ DIIHFWHG DQG RXU EXVLQHVV PD\ EH KDUPHG�

AV SDUW RI RXU PHGLXP WHUP JURZWK VWUDWHJ\� ZH H[SHFW WR HQWHU LQWR JHRJUDSKLF PDUNHWV LQ ZKLFK ZH KDYH OLWWOH
RU QR SULRU RSHUDWLQJ H[SHULHQFH� TKH FKDOOHQJHV RI HQWHULQJ QHZ PDUNHWV LQFOXGH� DGDSWLQJ WR ORFDO UHJXODWLRQV RU
UHVWULFWLRQV WKDW PD\ OLPLW RXU DELOLW\ WR RSHQ QHZ OXWSRVWV� UHVWULFW WKH XVH RI FHUWDLQ EUDQGLQJ RU LQFUHDVH WKH FRVW
RI GHYHORSPHQW� GLIILFXOWLHV LQ KLULQJ H[SHULHQFHG SHUVRQQHO� XQIDPLOLDULW\ ZLWK ORFDO UHDO HVWDWH PDUNHWV DQG
GHPRJUDSKLFV� FRQVXPHU XQIDPLOLDULW\ ZLWK RXU EUDQG� DQG GLIIHUHQW FRPSHWLWLYH DQG HFRQRPLF FRQGLWLRQV�
FRQVXPHU WDVWHV DQG GLVFUHWLRQDU\ VSHQGLQJ SDWWHUQV WKDW DUH PRUH GLIILFXOW WR SUHGLFW RU VDWLVI\ WKDQ LQ RXU H[LVWLQJ
PDUNHWV� &RQVXPHU UHFRJQLWLRQ RI RXU EUDQG KDV EHHQ LPSRUWDQW LQ WKH VXFFHVV RI RXU OXWSRVWV LQ RXU H[LVWLQJ
PDUNHWV� DQG ZH ZLOO QHHG WR EXLOG WKLV UHFRJQLWLRQ LQ QHZ PDUNHWV� OXWSRVWV ZH RSHQ LQ QHZ PDUNHWV PD\ WDNH
ORQJHU WR UHDFK H[SHFWHG VDOHV DQG SURILW OHYHOV RQ D FRQVLVWHQW EDVLV DQG PD\ KDYH KLJKHU FRQVWUXFWLRQ� RFFXSDQF\
DQG RSHUDWLQJ FRVWV WKDQ H[LVWLQJ OXWSRVWV� WKHUHE\ DIIHFWLQJ RXU RYHUDOO SURILWDELOLW\� AQ\ IDLOXUH RQ RXU SDUW WR
UHFRJQL]H RU UHVSRQG WR WKHVH FKDOOHQJHV PD\ DGYHUVHO\ DIIHFW WKH VXFFHVV RI DQ\ QHZ OXWSRVWV�

'XH WR EUDQG UHFRJQLWLRQ DQG ORJLVWLFDO V\QHUJLHV� DV SDUW RI RXU JURZWK VWUDWHJ\� ZH DOVR LQWHQG WR RSHQ QHZ
OXWSRVWV LQ DUHDV ZKHUH ZH KDYH H[LVWLQJ OXWSRVWV� TKH RSHUDWLQJ UHVXOWV DQG FRPSDUDEOH OXWSRVW VDOHV FRXOG EH
DGYHUVHO\ DIIHFWHG GXH WR FORVH SUR[LPLW\ ZLWK RXU RWKHU OXWSRVWV DQG PDUNHW VDWXUDWLRQ�

NHZ OXWSRVWV� RQFH RSHQHG� PD\ QRW EH SURILWDEOH RU PD\ FORVH� DQG WKH LQFUHDVHV LQ DYHUDJH SHU OXWSRVW
UHYHQXH DQG FRPSDUDEOH VDOHV WKDW ZH KDYH H[SHULHQFHG LQ WKH SDVW PD\ QRW EH LQGLFDWLYH RI IXWXUH UHVXOWV�

OXU UHVXOWV KDYH EHHQ� DQG LQ WKH IXWXUH PD\ FRQWLQXH WR EH� VLJQLILFDQWO\ LPSDFWHG E\ WKH WLPLQJ RI QHZ
OXWSRVW RSHQLQJV� ZKLFK LV VXEMHFW WR D QXPEHU RI IDFWRUV� PDQ\ RI ZKLFK DUH RXWVLGH RI RXU FRQWURO� LQFOXGLQJ�
ODQGORUG GHOD\V� DVVRFLDWHG SUH�RSHQLQJ FRVWV DQG RSHUDWLQJ LQHIILFLHQFLHV� DQG FKDQJHV LQ RXU JHRJUDSKLF
FRQFHQWUDWLRQ GXH WR WKH RSHQLQJ RI QHZ OXWSRVWV� :H KDYH W\SLFDOO\ LQFXUUHG WKH PRVW VLJQLILFDQW SRUWLRQ RI SUH�
RSHQLQJ H[SHQVHV DVVRFLDWHG ZLWK D JLYHQ OXWSRVW ZLWKLQ WKH WKUHH PRQWKV SUHFHGLQJ WKH RSHQLQJ RI WKH OXWSRVW�
OXU H[SHULHQFH KDV EHHQ WKDW ODERU DQG RSHUDWLQJ FRVWV DVVRFLDWHG ZLWK D QHZO\ RSHQHG VKRS IRU WKH ILUVW VHYHUDO
PRQWKV RI RSHUDWLRQ DUH PDWHULDOO\ JUHDWHU WKDQ ZKDW FDQ EH H[SHFWHG DIWHU WKDW WLPH� ERWK LQ DJJUHJDWH GROODUV DQG DV
D SHUFHQWDJH RI VDOHV� OXU QHZ OXWSRVWV FRPPRQO\ WDNH WKUHH PRQWKV RU PRUH WR UHDFK SODQQHG RSHUDWLQJ OHYHOV GXH
WR LQHIILFLHQFLHV W\SLFDOO\ DVVRFLDWHG ZLWK QHZ OXWSRVWV� LQFOXGLQJ WKH WUDLQLQJ RI QHZ SHUVRQQHO� QHZ PDUNHW
OHDUQLQJ FXUYHV� LQDELOLW\ WR KLUH VXIILFLHQW TXDOLILHG VWDII� DQG RWKHU IDFWRUV� :H PD\ LQFXU DGGLWLRQDO FRVWV LQ QHZ
PDUNHWV� SDUWLFXODUO\ IRU WUDQVSRUWDWLRQ DQG GLVWULEXWLRQ� ZKLFK PD\ LPSDFW VDOHV DQG WKH SURILWDELOLW\ RI WKRVH
OXWSRVWV� AFFRUGLQJO\� WKH YROXPH DQG WLPLQJ RI QHZ OXWSRVW RSHQLQJV PD\ KDYH D PDWHULDO DGYHUVH LPSDFW RQ RXU
SURILWDELOLW\�

AOWKRXJK ZH WDUJHW VSHFLILHG RSHUDWLQJ DQG ILQDQFLDO PHWULFV� QHZ OXWSRVWV PD\ QHYHU PHHW WKHVH WDUJHWV RU
PD\ WDNH ORQJHU WKDQ DQWLFLSDWHG WR GR VR� AQ\ QHZ OXWSRVW ZH RSHQ PD\ QHYHU EHFRPH SURILWDEOH RU DFKLHYH
RSHUDWLQJ UHVXOWV VLPLODU WR WKRVH RI RXU H[LVWLQJ OXWSRVWV� ZKLFK FRXOG DGYHUVHO\ DIIHFW RXU EXVLQHVV� ILQDQFLDO
FRQGLWLRQ� RU UHVXOWV RI RSHUDWLRQV�

SRPH RI RXU OXWSRVWV RSHQ ZLWK DQ LQLWLDO VWDUW�XS SHULRG RI KLJKHU WKDQ QRUPDO VDOHV YROXPHV DQG UHODWHG FRVWV�
ZKLFK VXEVHTXHQWO\ GHFUHDVH WR VWDELOL]HG OHYHOV� IQ QHZ PDUNHWV� WKH OHQJWK RI WLPH EHIRUH DYHUDJH VDOHV IRU QHZ
OXWSRVWV VWDELOL]H LV OHVV SUHGLFWDEOH DQG FDQ EH ORQJHU DV D UHVXOW RI RXU OLPLWHG NQRZOHGJH RI WKHVH PDUNHWV DQG
FRQVXPHUV¶ OLPLWHG DZDUHQHVV RI RXU EUDQG� IQ DGGLWLRQ� RXU YROXPH DQG FRPSDUDEOH VDOHV PD\ QRW LQFUHDVH DW WKH
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UDWHV DFKLHYHG RYHU WKH SDVW VHYHUDO \HDUV� OXU DELOLW\ WR RSHUDWH QHZ OXWSRVWV SURILWDEO\ DQG LQFUHDVH DYHUDJH
OXWSRVW UHYHQXH DQG FRPSDUDEOH OXWSRVW VDOHV ZLOO GHSHQG RQ PDQ\ IDFWRUV� VRPH RI ZKLFK DUH EH\RQG RXU FRQWURO�
LQFOXGLQJ�

FRQVXPHU DZDUHQHVV DQG XQGHUVWDQGLQJ RI RXU EUDQG�
JHQHUDO HFRQRPLF FRQGLWLRQV� ZKLFK FDQ DIIHFW OXWSRVW WUDIILF� ORFDO ODERU FRVWV� DQG SULFHV ZH SD\ IRU WKH
SURGXFWV DQG RWKHU VXSSOLHV ZH XVH�
FRQVXPSWLRQ SDWWHUQV DQG EHYHUDJH SUHIHUHQFHV WKDW GLIIHU IURP UHJLRQ WR UHJLRQ�
FKDQJHV LQ FRQVXPHU SUHIHUHQFHV DQG GLVFUHWLRQDU\ VSHQGLQJ�
GLIILFXOWLHV REWDLQLQJ RU PDLQWDLQLQJ DGHTXDWH UHODWLRQVKLSV ZLWK GLVWULEXWRUV RU VXSSOLHUV LQ QHZ PDUNHWV�
LQFUHDVHV LQ SULFHV IRU FRPPRGLWLHV� LQFOXGLQJ FRIIHH� PLON� DQG IODYRUHG V\UXSV�
LQHIILFLHQF\ LQ RXU ODERU FRVWV DV WKH VWDII JDLQV H[SHULHQFH�
FRPSHWLWLRQ� HLWKHU IURP RXU FRPSHWLWRUV LQ WKH EHYHUDJH LQGXVWU\ RU RXU RWKHU OXWSRVWV�
WHPSRUDU\ DQG SHUPDQHQW VLWH FKDUDFWHULVWLFV RI QHZ OXWSRVWV�
FKDQJHV LQ JRYHUQPHQW UHJXODWLRQ� DQG
RWKHU XQDQWLFLSDWHG LQFUHDVHV LQ FRVWV� DQ\ RI ZKLFK FRXOG JLYH ULVH WR GHOD\V RU FRVW RYHUUXQV�

II RXU QHZ OXWSRVWV GR QRW SHUIRUP DV SODQQHG RU FORVH� RXU EXVLQHVV DQG IXWXUH SURVSHFWV FRXOG EH KDUPHG� IQ
DGGLWLRQ� DQ LQDELOLW\ WR DFKLHYH RXU H[SHFWHG DYHUDJH OXWSRVW UHYHQXH FRXOG KDUP RXU EXVLQHVV�

Our failure to manage our growth effectively could harm our business and operating results.

:H KDYH H[SHULHQFHG UDSLG JURZWK DQG LQFUHDVHG GHPDQG IRU RXU SURGXFWV� TKH JURZWK DQG H[SDQVLRQ RI RXU
EXVLQHVV DQG SURGXFWV PD\ SODFH D VLJQLILFDQW VWUDLQ RQ RXU PDQDJHPHQW� RSHUDWLRQDO DQG ILQDQFLDO UHVRXUFHV� AV ZH
H[SDQG RXU EXVLQHVV� LW LV LPSRUWDQW WKDW ZH FRQWLQXH WR PDLQWDLQ D KLJK OHYHO RI FXVWRPHU VHUYLFH DQG VDWLVIDFWLRQ
ZKLFK PD\ SODFH D VLJQLILFDQW VWUDLQ RQ RXU PDQDJHPHQW� VDOHV DQG PDUNHWLQJ� DGPLQLVWUDWLYH� ILQDQFLDO� DQG RWKHU
UHVRXUFHV� :H PD\ QRW EH DEOH WR UHVSRQG LQ D WLPHO\ EDVLV WR DOO WKH FKDQJLQJ GHPDQGV WKDW RXU SODQQHG H[SDQVLRQ
ZLOO LPSRVH RQ PDQDJHPHQW DQG RQ RXU H[LVWLQJ LQIUDVWUXFWXUH� RU EH DEOH WR KLUH RU UHWDLQ WKH QHFHVVDU\ PDQDJHPHQW
DQG HPSOR\HHV� ZKLFK FRXOG KDUP RXU EXVLQHVV� FDLOXUH WR DFFXUDWHO\ IRUHFDVW RXU UHVXOWV RI RSHUDWLRQV DQG JURZWK
UDWH PD\ DOVR UHVXOW LQ KDUP WR RXU EXVLQHVV� FXUWKHU� LI ZH DUH QRW DEOH WR FRQWLQXH WR SURYLGH KLJK TXDOLW\ FXVWRPHU
VHUYLFH DV D UHVXOW RI WKHVH GHPDQGV� RXU UHSXWDWLRQ� DV ZHOO DV RXU EXVLQHVV� LQFOXGLQJ D GHFOLQH LQ ILQDQFLDO
SHUIRUPDQFH� FRXOG EH KDUPHG� II ZH H[SHULHQFH D GHFOLQH LQ ILQDQFLDO SHUIRUPDQFH� ZH PD\ GHFUHDVH WKH QXPEHU RI
RU GLVFRQWLQXH QHZ VKRS RSHQLQJV� RU ZH PD\ GHFLGH WR FORVH OXWSRVWV WKDW ZH DUH XQDEOH WR RSHUDWH LQ D SURILWDEOH
PDQQHU�

:H DUH UHTXLUHG WR PDQDJH PXOWLSOH UHODWLRQVKLSV ZLWK YDULRXV VWUDWHJLF SDUWQHUV� RXU IUDQFKLVH SDUWQHUV�
FXVWRPHUV� DQG RWKHU WKLUG SDUWLHV� IQ WKH HYHQW RI IXUWKHU JURZWK RI RXU RSHUDWLRQV RU LQ WKH QXPEHU RI RXU WKLUG SDUW\
UHODWLRQVKLSV� RXU H[LVWLQJ PDQDJHPHQW V\VWHPV� ILQDQFLDO DQG PDQDJHPHQW FRQWUROV DQG LQIRUPDWLRQ V\VWHPV PD\
QRW EH DGHTXDWH WR VXSSRUW RXU SODQQHG H[SDQVLRQ DQG ZH PD\ IDFH FKDOOHQJHV RI LQWHJUDWLQJ� GHYHORSLQJ� WUDLQLQJ�
DQG PRWLYDWLQJ D UDSLGO\ JURZLQJ HPSOR\HH EDVH LQ RXU YDULRXV OXWSRVWV DQG PDLQWDLQLQJ RXU FXOWXUH DFURVV
PXOWLSOH RIILFHV DQG OXWSRVWV� OXU DELOLW\ WR PDQDJH RXU JURZWK HIIHFWLYHO\ ZLOO UHTXLUH XV WR FRQWLQXH WR HQKDQFH
RXU V\VWHPV� SURFHGXUHV DQG FRQWUROV DQG WR ORFDWH� KLUH� WUDLQ DQG UHWDLQ PDQDJHPHQW DQG HPSOR\HHV� SDUWLFXODUO\ LQ
QHZ PDUNHWV ZKLFK PD\ UHTXLUH VLJQLILFDQW FDSLWDO H[SHQGLWXUHV�

We are increasingly dependent on information technology and our ability to process data in order to operate and
sell our goods and services, and if we (or our vendors) are unable to protect against software and hardware
vulnerabilities, service interruptions, data corruption, cyber-based attacks, ransomware or security breaches, or if
we fail to comply with our commitments and assurances regarding the privacy and security of such data, our
operations could be disrupted, our ability to provide our goods and services could be interrupted, our reputation
may be harmed and we may be exposed to liability and loss of customers and business.
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:H UHO\ RQ LQIRUPDWLRQ WHFKQRORJ\ QHWZRUNV DQG V\VWHPV DQG GDWD SURFHVVLQJ �VRPH RI ZKLFK DUH PDQDJHG E\
WKLUG SDUW\ VHUYLFH SURYLGHUV� WR PDUNHW� VHOO DQG GHOLYHU RXU SURGXFWV DQG VHUYLFHV� WR IXOILOO RUGHUV� WR FROOHFW�
UHFHLYH� VWRUH� SURFHVV� JHQHUDWH� XVH� WUDQVIHU� GLVFORVH� PDNH DFFHVVLEOH� SURWHFW� VHFXUH� GLVSRVH RI DQG VKDUH
�³PURFHVV´ RU ³PURFHVVLQJ´� SHUVRQDO LQIRUPDWLRQ� FRQILGHQWLDO RU SURSULHWDU\ LQIRUPDWLRQ� ILQDQFLDO LQIRUPDWLRQ DQG
RWKHU LQIRUPDWLRQ� WR PDQDJH D YDULHW\ RI EXVLQHVV SURFHVVHV DQG DFWLYLWLHV� IRU ILQDQFLDO UHSRUWLQJ SXUSRVHV� WR
RSHUDWH RXU EXVLQHVV� WR SURFHVV RUGHUV� IRU OHJDO DQG PDUNHWLQJ SXUSRVHV� DQG WR FRPSO\ ZLWK UHJXODWRU\� OHJDO DQG
WD[ UHTXLUHPHQWV �³BXVLQHVV FXQFWLRQV´��

TKHVH LQIRUPDWLRQ WHFKQRORJ\ QHWZRUNV DQG V\VWHPV� DQG WKH PURFHVVLQJ WKH\ SHUIRUP� PD\ EH YXOQHUDEOH WR
GDWD VHFXULW\ DQG SULYDF\ WKUHDWV� F\EHU DQG RWKHUZLVH� 0RUHRYHU� WKH ULVN RI XQDXWKRUL]HG FLUFXPYHQWLRQ RI RXU
VHFXULW\ PHDVXUHV RU WKRVH RI WKLUG SDUWLHV RQ ZKRP ZH UHO\ KDV EHHQ KHLJKWHQHG E\ DGYDQFHV LQ FRPSXWHU DQG
VRIWZDUH FDSDELOLWLHV DQG WKH LQFUHDVLQJ VRSKLVWLFDWLRQ RI KDFNHUV ZKR HPSOR\ FRPSOH[ WHFKQLTXHV� LQFOXGLQJ�
ZLWKRXW OLPLWDWLRQ� ³SKLVKLQJ´ RU VRFLDO HQJLQHHULQJ LQFLGHQWV� UDQVRPZDUH� H[WRUWLRQ� DFFRXQW WDNHRYHU DWWDFNV�
GHQLDO RU GHJUDGDWLRQ RI VHUYLFH DWWDFNV DQG PDOZDUH� FXUWKHU� EUHDFKHV H[SHULHQFHG E\ RWKHU FRPSDQLHV PD\ DOVR EH
OHYHUDJHG DJDLQVW XV� FRU H[DPSOH� FUHGHQWLDO VWXIILQJ DWWDFNV DUH EHFRPLQJ LQFUHDVLQJO\ FRPPRQ DQG VRSKLVWLFDWHG
DFWRUV FDQ PDVN WKHLU DWWDFNV� PDNLQJ WKHP LQFUHDVLQJO\ GLIILFXOW WR LGHQWLI\ DQG SUHYHQW� PUHYLRXVO\� RQH RI RXU
YHQGRU¶V WHFKQRORJ\ V\VWHPV ZDV H[SORLWHG� JLYLQJ XQDXWKRUL]HG DFFHVV WR FHUWDLQ RI RXU FXVWRPHU GDWD� TKH
XQDXWKRUL]HG WKLUG SDUW\ ZKR REWDLQHG WKLV GDWD WKHQ PDGH FHUWDLQ VWDWHPHQWV RQOLQH UHJDUGLQJ RXU RQOLQH
YXOQHUDELOLWLHV� EXW ZH SURPSWO\ UHPHGLHG WKHVH LGHQWLILHG YXOQHUDELOLWLHV� :H KDYH WHFKQRORJ\ VHFXULW\ LQLWLDWLYHV LQ
SODFH WR PLWLJDWH RXU ULVN WR WKHVH YXOQHUDELOLWLHV DQG GR IURP WLPH WR WLPH GHWHFW DQG SUHYHQW DWWHPSWHG GLVUXSWLRQV�
EXW WKHVH PHDVXUHV PD\ QRW EH DGHTXDWHO\ GHVLJQHG RU LPSOHPHQWHG WR HQVXUH WKDW RXU RSHUDWLRQV DUH QRW GLVUXSWHG
RU WKDW GDWD VHFXULW\ EUHDFKHV GR QRW RFFXU� II RXU LQIRUPDWLRQ WHFKQRORJ\ QHWZRUNV DQG V\VWHPV RU GDWD SURFHVVLQJ
VXIIHUV GDPDJH� VHFXULW\ EUHDFKHV� YXOQHUDELOLWLHV� GLVUXSWLRQ RU VKXWGRZQ� DQG ZH GR QRW HIIHFWLYHO\ UHVROYH WKH
LVVXHV LQ D WLPHO\ PDQQHU� WKH\ FRXOG FDXVH D PDWHULDO DGYHUVH LPSDFW WR� RXU BXVLQHVV FXQFWLRQV DQG RXU EXVLQHVV�
UHSXWDWLRQ DQG ILQDQFLDO FRQGLWLRQ�

AQ DFWXDO RU SHUFHLYHG EUHDFK RI RXU VHFXULW\ V\VWHPV RU WKRVH RI RXU WKLUG SDUW\ VHUYLFH SURYLGHUV PD\ UHTXLUH
QRWLILFDWLRQ XQGHU DSSOLFDEOH GDWD SULYDF\ UHJXODWLRQV RU IRU FXVWRPHU UHODWLRQV RU SXEOLFLW\ SXUSRVHV� ZKLFK FRXOG
UHVXOW LQ UHSXWDWLRQDO KDUP� FRVWO\ OLWLJDWLRQ �LQFOXGLQJ FODVV DFWLRQ OLWLJDWLRQ�� PDWHULDO FRQWUDFW EUHDFKHV� OLDELOLW\�
VHWWOHPHQW FRVWV� ORVV RI VDOHV� UHJXODWRU\ VFUXWLQ\� DFWLRQV RU LQYHVWLJDWLRQV� D ORVV RI FRQILGHQFH LQ RXU EXVLQHVV�
V\VWHPV DQG PURFHVVLQJ� D GLYHUVLRQ RI PDQDJHPHQW¶V WLPH DQG DWWHQWLRQ� DQG VLJQLILFDQW ILQHV� SHQDOWLHV�
DVVHVVPHQWV� IHHV� DQG H[SHQVHV�

TKH FRVWV WR UHVSRQG WR D VHFXULW\ EUHDFK RU WR PLWLJDWH DQ\ VHFXULW\ YXOQHUDELOLWLHV WKDW PD\ EH LGHQWLILHG FRXOG
EH VLJQLILFDQW� DQG RXU HIIRUWV WR DGGUHVV WKHVH SUREOHPV PD\ QRW EH VXFFHVVIXO� TKHVH FRVWV LQFOXGH� EXW DUH QRW
OLPLWHG WR� UHWDLQLQJ WKH VHUYLFHV RI F\EHUVHFXULW\ SURYLGHUV� FRPSOLDQFH FRVWV DULVLQJ RXW RI H[LVWLQJ DQG IXWXUH
F\EHUVHFXULW\� GDWD SURWHFWLRQ DQG SULYDF\ ODZV DQG UHJXODWLRQV� DQG FRVWV UHODWHG WR PDLQWDLQLQJ UHGXQGDQW
QHWZRUNV� GDWD EDFNXSV� DQG RWKHU GDPDJH�PLWLJDWLRQ PHDVXUHV� :H FRXOG EH UHTXLUHG WR IXQGDPHQWDOO\ FKDQJH RXU
EXVLQHVV DFWLYLWLHV DQG SUDFWLFHV LQ UHVSRQVH WR D VHFXULW\ EUHDFK RU UHODWHG UHJXODWRU\ DFWLRQV RU OLWLJDWLRQ� ZKLFK
FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVV� AGGLWLRQDOO\� PRVW MXULVGLFWLRQV KDYH HQDFWHG ODZV UHTXLULQJ
FRPSDQLHV WR QRWLI\ LQGLYLGXDOV� UHJXODWRU\ DXWKRULWLHV� DQG RWKHUV RI VHFXULW\ EUHDFKHV LQYROYLQJ FHUWDLQ W\SHV RI
GDWD� SXFK PDQGDWRU\ GLVFORVXUHV DUH FRVWO\� FRXOG OHDG WR QHJDWLYH SXEOLFLW\� PD\ FDXVH RXU FXVWRPHUV WR ORVH
FRQILGHQFH LQ WKH HIIHFWLYHQHVV RI RXU VHFXULW\ PHDVXUHV� DQG UHTXLUH XV WR H[SHQG VLJQLILFDQW FDSLWDO DQG RWKHU
UHVRXUFHV WR UHVSRQG WR RU DOOHYLDWH SUREOHPV FDXVHG E\ WKH DFWXDO RU SHUFHLYHG VHFXULW\ EUHDFK�

:H PD\ QRW KDYH DGHTXDWH LQVXUDQFH FRYHUDJH IRU KDQGOLQJ VHFXULW\ LQFLGHQWV RU EUHDFKHV� LQFOXGLQJ ILQHV�
MXGJPHQWV� VHWWOHPHQWV� SHQDOWLHV� FRVWV� DWWRUQH\ IHHV� DQG RWKHU LPSDFWV WKDW DULVH RXW RI LQFLGHQWV RU EUHDFKHV� II WKH
LPSDFWV RI D VHFXULW\ LQFLGHQW RU EUHDFK� RU WKH VXFFHVVIXO DVVHUWLRQ RI RQH RU PRUH ODUJH FODLPV DJDLQVW XV WKDW
H[FHHGV RXU DYDLODEOH LQVXUDQFH FRYHUDJH� RU UHVXOWV LQ FKDQJHV WR RXU LQVXUDQFH SROLFLHV �LQFOXGLQJ SUHPLXP
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LQFUHDVHV RU WKH LPSRVLWLRQ RI ODUJH GHGXFWLEOH RU FR�LQVXUDQFH UHTXLUHPHQWV�� LW FRXOG KDUP RXU EXVLQHVV� IQ
DGGLWLRQ� ZH FDQQRW EH VXUH WKDW RXU H[LVWLQJ LQVXUDQFH FRYHUDJH ZLOO FRQWLQXH WR EH DYDLODEOH RQ DFFHSWDEOH WHUPV RU
WKDW RXU LQVXUHUV ZLOO QRW GHQ\ FRYHUDJH DV WR DOO RU SDUW RI DQ\ IXWXUH FODLP RU ORVV� 0RUHRYHU� RXU SULYDF\ ULVNV DUH
OLNHO\ WR LQFUHDVH DV ZH FRQWLQXH WR H[SDQG� JURZ RXU FXVWRPHU EDVH� DQG SURFHVV� VWRUH� DQG WUDQVPLW LQFUHDVLQJO\
ODUJH DPRXQWV RI SHUVRQDO DQG�RU VHQVLWLYH GDWD�

If the technology-based systems that give our consumers the ability to shop or interact with us online do not
function effectively, our operating results, as well as our ability to grow our digital commerce business globally or
to retain our customer base, could be materially adversely affected.

0DQ\ RI RXU FRQVXPHUV VKRS ZLWK XV WKURXJK RXU GLJLWDO SODWIRUPV� IQFUHDVLQJO\� FRQVXPHUV DUH XVLQJ PRELOH�
EDVHG GHYLFHV DQG DSSOLFDWLRQV WR VKRS RQOLQH ZLWK XV DQG ZLWK RXU FRPSHWLWRUV� DQG WR GR FRPSDULVRQ VKRSSLQJ� DV
ZHOO DV WR HQJDJH ZLWK XV DQG RXU FRPSHWLWRUV WKURXJK GLJLWDO VHUYLFHV DQG H[SHULHQFHV WKDW DUH RIIHUHG RQ PRELOH
SODWIRUPV� :H DUH LQFUHDVLQJO\ XVLQJ VRFLDO PHGLD DQG SURSULHWDU\ PRELOH DSSOLFDWLRQV WR LQWHUDFW ZLWK RXU
FRQVXPHUV DQG DV D PHDQV WR HQKDQFH WKHLU VKRSSLQJ H[SHULHQFH� AQ\ IDLOXUH RQ RXU SDUW WR SURYLGH DWWUDFWLYH�
HIIHFWLYH� UHOLDEOH� VHFXUH� XVHU�IULHQGO\ GLJLWDO FRPPHUFH SODWIRUPV WKDW RIIHU D ZLGH DVVRUWPHQW RI PHUFKDQGLVH
ZLWK UDSLG GHOLYHU\ RSWLRQV DQG WKDW FRQWLQXDOO\ PHHW WKH FKDQJLQJ H[SHFWDWLRQV RI RQOLQH VKRSSHUV RU DQ\ IDLOXUH WR
SURYLGH DWWUDFWLYH GLJLWDO H[SHULHQFHV WR RXU FXVWRPHUV FRXOG SODFH XV DW D FRPSHWLWLYH GLVDGYDQWDJH� UHVXOW LQ WKH
ORVV RI GLJLWDO FRPPHUFH DQG RWKHU VDOHV� KDUP RXU UHSXWDWLRQ ZLWK FRQVXPHUV� KDYH D PDWHULDO DGYHUVH LPSDFW RQ WKH
JURZWK RI RXU GLJLWDO FRPPHUFH EXVLQHVV JOREDOO\ DQG KDYH D PDWHULDO DGYHUVH LPSDFW RQ RXU EXVLQHVV DQG UHVXOWV RI
RSHUDWLRQV� IQ DGGLWLRQ� DV XVH RI RXU GLJLWDO SODWIRUPV FRQWLQXHV WR JURZ� ZH ZLOO QHHG DQ LQFUHDVLQJ DPRXQW RI
WHFKQLFDO LQIUDVWUXFWXUH WR FRQWLQXH WR VDWLVI\ RXU FRQVXPHUV
 QHHGV� II ZH IDLO WR FRQWLQXH WR HIIHFWLYHO\ VFDOH DQG
DGDSW RXU GLJLWDO SODWIRUPV WR DFFRPPRGDWH LQFUHDVHG FRQVXPHU GHPDQG� RXU EXVLQHVV PD\ EH VXEMHFW WR
LQWHUUXSWLRQV� GHOD\V RU IDLOXUHV DQG FRQVXPHU GHPDQG IRU RXU SURGXFWV DQG GLJLWDO H[SHULHQFHV FRXOG GHFOLQH� 5LVNV
VSHFLILF WR RXU GLJLWDO FRPPHUFH EXVLQHVV DOVR LQFOXGH GLYHUVLRQ RI VDOHV IURP RXU DQG RXU UHWDLOHUV
 EULFN DQG PRUWDU
VWRUHV� GLIILFXOW\ LQ UHFUHDWLQJ WKH LQ�VWRUH H[SHULHQFH WKURXJK GLUHFW FKDQQHOV DQG OLDELOLW\ IRU RQOLQH FRQWHQW� OXU
IDLOXUH WR VXFFHVVIXOO\ UHVSRQG WR WKHVH ULVNV PD\ DGYHUVHO\ DIIHFW VDOHV LQ RXU GLJLWDO FRPPHUFH EXVLQHVV� DV ZHOO DV
GDPDJH RXU UHSXWDWLRQ DQG EUDQGV�

We rely significantly on information technology and data to operate our business, including our supply chain
and retail operations, and any failure, inadequacy, compromise or interruption of that technology or data could
lead to adverse consequences, including harm to our ability to effectively operate our business, claims that we
breached our data privacy security obligations, harm to our reputation and a loss of customers or sales.

IQ WKH RUGLQDU\ FRXUVH RI RXU EXVLQHVV� ZH PD\ FROOHFW� VWRUH� XVH� WUDQVPLW� GLVFORVH RU RWKHUZLVH SURFHVV
SURSULHWDU\ FRQILGHQWLDO DQG VHQVLWLYH GDWD� LQFOXGLQJ SHUVRQDO LQIRUPDWLRQ� LQWHOOHFWXDO SURSHUW\� DQG WUDGH VHFUHWV�
:H UHO\ XSRQ WKLUG SDUWLHV �VXFK DV VHUYLFH SURYLGHUV� IRU RXU GDWD SURFHVVLQJ�UHODWHG DFWLYLWLHV�

:H DUH KHDYLO\ GHSHQGHQW RQ LQIRUPDWLRQ WHFKQRORJ\ V\VWHPV DQG QHWZRUNV� LQFOXGLQJ WKH IQWHUQHW� WKLUG�SDUW\
VHUYLFHV DQG DUWLILFLDO LQWHOOLJHQFH� DFURVV RXU VXSSO\ FKDLQ� LQFOXGLQJ SURGXFW GHVLJQ� SURGXFWLRQ� IRUHFDVWLQJ�
RUGHULQJ� PDQXIDFWXULQJ� WUDQVSRUWDWLRQ� VDOHV� DQG GLVWULEXWLRQ� DV ZHOO DV IRU SURFHVVLQJ ILQDQFLDO LQIRUPDWLRQ IRU
H[WHUQDO DQG LQWHUQDO UHSRUWLQJ SXUSRVHV� UHWDLO RSHUDWLRQV DQG RWKHU EXVLQHVV DFWLYLWLHV� TKHVH LQIRUPDWLRQ
WHFKQRORJ\ V\VWHPV DUH FULWLFDO WR PDQ\ RI RXU RSHUDWLQJ DFWLYLWLHV DQG RXU EXVLQHVV SURFHVVHV DQG PD\ EH QHJDWLYHO\
LPSDFWHG E\ DQ\ VHUYLFH LQWHUUXSWLRQ RU VKXWGRZQ� FRU H[DPSOH� RXU DELOLW\ WR HIIHFWLYHO\ PDQDJH DQG PDLQWDLQ RXU
LQYHQWRU\ DQG WR VKLS SURGXFWV WR FXVWRPHUV RQ D WLPHO\ EDVLV GHSHQGV VLJQLILFDQWO\ RQ WKH UHOLDELOLW\ RI WKHVH
V\VWHPV�

OYHU WKH ODVW VHYHUDO \HDUV� ZH KDYH EHHQ DQG FRQWLQXH WR LPSOHPHQW PRGLILFDWLRQV DQG XSJUDGHV WR RXU
V\VWHPV� LQFOXGLQJ PDNLQJ FKDQJHV WR OHJDF\ V\VWHPV� UHSODFLQJ OHJDF\ V\VWHPV ZLWK VXFFHVVRU V\VWHPV ZLWK QHZ
IXQFWLRQDOLW\ DQG DFTXLULQJ QHZ V\VWHPV ZLWK QHZ IXQFWLRQDOLW\�
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OXU ZRUN WR LQWHJUDWH� VHFXUH DQG HQKDQFH WKHVH V\VWHPV DQG UHODWHG SURFHVVHV LQ RXU RSHUDWLRQV LV RQJRLQJ DQG
ZH ZLOO FRQWLQXH WR LQYHVW LQ WKHVH HIIRUWV� :H FDQQRW SURYLGH DVVXUDQFH� KRZHYHU� WKDW WKH PHDVXUHV ZH WDNH WR
VHFXUH DQG HQKDQFH WKHVH V\VWHPV ZLOO EH VXIILFLHQW WR SURWHFW RXU LQIRUPDWLRQ WHFKQRORJ\ V\VWHPV DQG SUHYHQW
F\EHU�DWWDFNV� V\VWHP IDLOXUHV RU GDWD RU LQIRUPDWLRQ ORVV� &\EHU�DWWDFNV� PDOLFLRXV LQWHUQHW�EDVHG DFWLYLW\ DQG RQOLQH
DQG RIIOLQH IUDXG DUH SUHYDOHQW DQG FRQWLQXH WR LQFUHDVH� IQ DGGLWLRQ WR WUDGLWLRQDO FRPSXWHU ³KDFNHUV�´ WKUHDW DFWRUV�
SHUVRQQHO �VXFK DV WKURXJK WKHIW RU PLVXVH�� VRSKLVWLFDWHG QDWLRQ�VWDWHV DQG QDWLRQ�VWDWH VXSSRUWHG DFWRUV QRZ HQJDJH
LQ DWWDFNV�

:H PD\ EH VXEMHFW WR D YDULHW\ RI HYROYLQJ WKUHDWV� LQFOXGLQJ EXW QRW OLPLWHG WR VRFLDO HQJLQHHULQJ� VXFK DV
SKLVKLQJ� PDOLFLRXV FRGH �VXFK DV YLUXVHV DQG ZRUPV�� PDOZDUH �LQFOXGLQJ DV D UHVXOW RI DGYDQFHG SHUVLVWHQW WKUHDW
LQWUXVLRQV�� GHQLDO�RI�VHUYLFH DWWDFNV �VXFK DV FUHGHQWLDO VWXIILQJ�� SHUVRQQHO PLVFRQGXFW RU HUURU� VXSSO\�FKDLQ
DWWDFNV� VRIWZDUH EXJV� VHUYHU PDOIXQFWLRQV DQG ODUJH�VFDOH� FRPSOH[ DXWRPDWHG DWWDFNV WKDW FDQ HYDGH GHWHFWLRQ IRU
ORQJ SHULRGV RI WLPH� 5DQVRPZDUH DWWDFNV� LQFOXGLQJ WKRVH SHUSHWUDWHG E\ RUJDQL]HG FULPLQDO WKUHDW DFWRUV� QDWLRQ�
VWDWHV DQG QDWLRQ�VWDWH VXSSRUWHG DFWRUV� DUH EHFRPLQJ LQFUHDVLQJO\ SUHYDOHQW DQG VHYHUH DQG FDQ OHDG WR VLJQLILFDQW
LQWHUUXSWLRQV LQ RXU RSHUDWLRQV� ORVV RI GDWD DQG LQFRPH� UHSXWDWLRQDO KDUP DQG GLYHUVLRQ RI IXQGV� E[WRUWLRQ
SD\PHQWV PD\ DOOHYLDWH WKH QHJDWLYH LPSDFW RI D UDQVRPZDUH DWWDFN� EXW ZH PD\ EH XQZLOOLQJ RU XQDEOH WR PDNH
VXFK SD\PHQWV GXH WR� IRU H[DPSOH� DSSOLFDEOH ODZV RU UHJXODWLRQV SURKLELWLQJ VXFK SD\PHQWV�

AQ\ EUHDFK RI RXU RU RXU VHUYLFH SURYLGHUV
 QHWZRUNV� RU RWKHU YHQGRU V\VWHPV� PD\ UHVXOW LQ WKH ORVV RI
FRQILGHQWLDO EXVLQHVV DQG ILQDQFLDO GDWD� PLVDSSURSULDWLRQ RI RXU FRQVXPHUV
� XVHUV
 RU HPSOR\HHV
 SHUVRQDO
LQIRUPDWLRQ RU D GLVUXSWLRQ RI RXU EXVLQHVV� AQ\ RI WKHVH RXWFRPHV FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU
EXVLQHVV� LQFOXGLQJ XQZDQWHG PHGLD DWWHQWLRQ� LPSDLUPHQW RI RXU FRQVXPHU DQG FXVWRPHU UHODWLRQVKLSV� GDPDJH WR
RXU UHSXWDWLRQ� UHVXOWLQJ LQ ORVW VDOHV DQG FRQVXPHUV� ILQHV� ODZVXLWV� JRYHUQPHQW HQIRUFHPHQW DFWLRQV �IRU H[DPSOH�
LQYHVWLJDWLRQV� ILQHV� SHQDOWLHV� DXGLWV DQG LQVSHFWLRQV� RU VLJQLILFDQW OHJDO DQG UHPHGLDWLRQ H[SHQVHV� :H DOVR PD\
QHHG WR H[SHQG VLJQLILFDQW UHVRXUFHV WR SURWHFW DJDLQVW� UHVSRQG WR DQG�RU UHGUHVV SUREOHPV FDXVHG E\ DQ\ EUHDFK�

TKH IDLOXUH RI WKHVH V\VWHPV WR RSHUDWH HIIHFWLYHO\� LQFOXGLQJ DV D UHVXOW RI WKH WKUHDWV GHVFULEHG DERYH DV ZHOO DV
D UHVXOW RI QDWXUDO GLVDVWHUV� YHQGRU EXVLQHVV LQWHUUXSWLRQV RU RWKHU FDXVHV� IDLOXUH WR SURSHUO\ PDLQWDLQ� SURWHFW�
UHSDLU RU XSJUDGH V\VWHPV� RU SUREOHPV ZLWK WUDQVLWLRQLQJ WR XSJUDGHG RU UHSODFHPHQW V\VWHPV FRXOG FDXVH GHOD\V LQ
SURGXFW IXOILOOPHQW DQG UHGXFHG HIILFLHQF\ RI RXU RSHUDWLRQV� FRXOG UHTXLUH VLJQLILFDQW FDSLWDO LQYHVWPHQWV WR
UHPHGLDWH WKH SUREOHP ZKLFK PD\ QRW EH VXIILFLHQW WR FRYHU DOO HYHQWXDOLWLHV� DQG PD\ KDYH DQ DGYHUVH HIIHFW RQ RXU
UHSXWDWLRQ� UHVXOWV RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ� IQ DGGLWLRQ� WKH LQFUHDVHG XVH RI HPSOR\HH�RZQHG GHYLFHV
IRU FRPPXQLFDWLRQV DV ZHOO DV ZRUN�IURP�KRPH DUUDQJHPHQWV� VXFK DV WKRVH LPSOHPHQWHG LQ UHVSRQVH WR WKH
&O9I'��� SDQGHPLF� SUHVHQW DGGLWLRQDO RSHUDWLRQDO ULVNV WR RXU LQIRUPDWLRQ WHFKQRORJ\ V\VWHPV� LQFOXGLQJ� EXW QRW
OLPLWHG WR� LQFUHDVHG ULVNV RI F\EHU�DWWDFNV�

OXU VRIWZDUH RU LQIRUPDWLRQ WHFKQRORJ\ V\VWHPV� RU WKDW RI WKLUG SDUWLHV XSRQ ZKR ZH UHO\ WR RSHUDWH RXU
EXVLQHVV� PD\ KDYH PDWHULDO YXOQHUDELOLWLHV DQG� GHVSLWH RXU HIIRUWV WR LGHQWLI\ DQG UHPHGLDWH WKHVH YXOQHUDELOLWLHV�
RXU HIIRUWV PD\ QRW EH VXFFHVVIXO RU ZH PD\ H[SHULHQFH GHOD\V LQ GHYHORSLQJ DQG GHSOR\LQJ UHPHGLDO PHDVXUHV
GHVLJQHG WR DGGUHVV DQ\ VXFK LGHQWLILHG YXOQHUDELOLWLHV� IW PD\ EH H[SHQVLYH DQG WLPH�FRQVXPLQJ WR UHPHGLDWH
PDWHULDO YXOQHUDELOLWLHV� DQG RXU RSHUDWLRQV� UHSXWDWLRQ� VDOHV DQG ILQDQFLDO SHUIRUPDQFH PD\ EH DGYHUVHO\ LPSDFWHG
LI ZH DUH QRW DEOH WR VXFFHVVIXOO\ DQG SURPSWO\ UHPHGLDWH VXFK YXOQHUDELOLWLHV� FXUWKHU� OLNH RWKHU FRPSDQLHV LQ WKH
UHWDLO LQGXVWU\� ZH KDYH LQ WKH SDVW H[SHULHQFHG� DQG ZH H[SHFW WR FRQWLQXH WR H[SHULHQFH� F\EHU�DWWDFNV� LQFOXGLQJ
SKLVKLQJ� DQG RWKHU DWWHPSWV WR EUHDFK� RU JDLQ XQDXWKRUL]HG DFFHVV� WR RXU V\VWHPV�

:H DOVR XVH LQIRUPDWLRQ WHFKQRORJ\ V\VWHPV WR SURFHVV ILQDQFLDO LQIRUPDWLRQ DQG UHVXOWV RI RSHUDWLRQV IRU
LQWHUQDO UHSRUWLQJ SXUSRVHV DQG WR FRPSO\ ZLWK UHJXODWRU\ ILQDQFLDO UHSRUWLQJ� OHJDO DQG WD[ UHTXLUHPHQWV� II WKHVH
V\VWHPV VXIIHU VHYHUH GDPDJH� GLVUXSWLRQ RU VKXWGRZQ DQG RXU EXVLQHVV FRQWLQXLW\ SODQV� RU WKRVH RI RXU YHQGRUV� GR
QRW HIIHFWLYHO\ UHVROYH WKH LVVXHV LQ D WLPHO\ PDQQHU� ZH FRXOG H[SHULHQFH GHOD\V LQ UHSRUWLQJ RXU ILQDQFLDO UHVXOWV�
ZKLFK FRXOG UHVXOW LQ ORVW UHYHQXHV DQG SURILWV� DV ZHOO DV UHSXWDWLRQDO GDPDJH� FXUWKHUPRUH� ZH GHSHQG RQ
LQIRUPDWLRQ WHFKQRORJ\ V\VWHPV DQG SHUVRQDO LQIRUPDWLRQ FROOHFWLRQ IRU GLJLWDO PDUNHWLQJ� GLJLWDO FRPPHUFH�
FRQVXPHU HQJDJHPHQW DQG WKH PDUNHWLQJ DQG XVH RI RXU GLJLWDO SURGXFWV DQG VHUYLFHV�
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AGGLWLRQDOO\� :H UHO\ RQ RXU DELOLW\ WR HQJDJH LQ HOHFWURQLF FRPPXQLFDWLRQV WKURXJKRXW WKH ZRUOG EHWZHHQ DQG
DPRQJ RXU HPSOR\HHV DV ZHOO DV ZLWK RWKHU WKLUG SDUWLHV� LQFOXGLQJ FXVWRPHUV� VXSSOLHUV� YHQGRUV� DQG FRQVXPHUV�
AQ\ LQWHUUXSWLRQ LQ LQIRUPDWLRQ WHFKQRORJ\ V\VWHPV PD\ LPSHGH RXU DELOLW\ WR HQJDJH LQ WKH GLJLWDO VSDFH DQG UHVXOW
LQ ORVW UHYHQXHV� GDPDJH WR RXU UHSXWDWLRQ� DQG ORVV RI XVHUV�

If we or our franchise partners are unable to protect our customers’ and employees’ personal, financial, or other
confidential data, or if our information technology systems are compromised, we could be exposed to data loss,
litigation, liability and reputational damage.

OXU EXVLQHVV UHTXLUHV WKH FROOHFWLRQ� WUDQVPLVVLRQ� DQG UHWHQWLRQ RI ODUJH YROXPHV RI FXVWRPHU DQG HPSOR\HH
GDWD� LQFOXGLQJ FUHGLW DQG GHELW FDUG QXPEHUV DQG RWKHU SHUVRQDOO\ LGHQWLILDEOH LQIRUPDWLRQ� LQ YDULRXV LQIRUPDWLRQ
WHFKQRORJ\ V\VWHPV WKDW ZH PDLQWDLQ DQG LQ WKRVH PDLQWDLQHG E\ WKLUG SDUWLHV ZLWK ZKRP ZH FRQWUDFW WR SURYLGH
VHUYLFHV� TKH LQWHJULW\ DQG SURWHFWLRQ RI WKDW FXVWRPHU DQG HPSOR\HH GDWD LV FULWLFDO WR XV� FXUWKHU� RXU FXVWRPHUV DQG
HPSOR\HHV KDYH D KLJK H[SHFWDWLRQ WKDW ZH DQG RXU VHUYLFH SURYLGHUV ZLOO DGHTXDWHO\ SURWHFW WKHLU SHUVRQDO
LQIRUPDWLRQ� OXU V\VWHPV DQG WHFKQRORJ\ DUH YXOQHUDEOH WR GDPDJH� GLVUXSWLRQ� RU LQWHUUXSWLRQ IURP� DPRQJ RWKHU
WKLQJV� SK\VLFDO GDPDJH� QDWXUDO GLVDVWHUV� LQDGHTXDWH V\VWHP FDSDFLW\� V\VWHP LVVXHV� VHFXULW\ EUHDFKHV� F\EHU�
VHFXULW\ DWWDFNV� FRPSXWHU YLUXVHV� SRZHU RXWDJHV� DQG RWKHU IDLOXUHV RU GLVUXSWLRQV RXWVLGH RI RXU FRQWURO�
FXUWKHUPRUH� WKH LQIRUPDWLRQ VHFXULW\ DQG SULYDF\ UHTXLUHPHQWV LPSRVHG E\ JRYHUQPHQWDO UHJXODWLRQ DUH
LQFUHDVLQJO\ GHPDQGLQJ� A PDWHULDO EUHDFK RI RXU RU WKLUG SDUWLHV¶ LQIRUPDWLRQ WHFKQRORJ\ V\VWHPV WKDW UHVXOWV LQ
DXWKRUL]HG DFFHVV� WKHIW� XVH� RU GHVWUXFWLRQ RI FXVWRPHU RU HPSOR\HH FRQILGHQWLDO LQIRUPDWLRQ FRXOG UHVXOW LQ ILQHV�
OHJDO FODLPV RU SURFHHGLQJV� LQFOXGLQJ UHJXODWRU\ LQYHVWLJDWLRQV DQG DFWLRQV� RU OLDELOLW\ IRU IDLOXUH WR FRPSO\ ZLWK
SULYDF\ DQG LQIRUPDWLRQ VHFXULW\ ODZV� ZKLFK FRXOG GLVUXSW RXU RSHUDWLRQV� GDPDJH RXU UHSXWDWLRQ� DQG H[SRVH XV WR
FODLPV IURP FXVWRPHUV DQG HPSOR\HHV� DQ\ RI ZKLFK FRXOG KDUP RXU EXVLQHVV�

:H FXUUHQWO\ DFFHSW SD\PHQWV XVLQJ FUHGLW FDUGV DQG GHELW FDUGV� IRU ZKLFK ZH UHO\ RQ WKLUG SDUW\ VHUYLFHUV�
DQG� DV VXFK� DUH VXEMHFW WR SD\PHQW FDUG DVVRFLDWLRQ RSHUDWLQJ UXOHV DQG FHUWLILFDWLRQ UHTXLUHPHQWV� LQFOXGLQJ WKH
PD\PHQW &DUG IQGXVWU\ 'DWD SHFXULW\ SWDQGDUG� ZKLFK LV D VHFXULW\ VWDQGDUG DSSOLFDEOH WR FRPSDQLHV OLNH RXUV WKDW
FROOHFW� VWRUH RU WUDQVPLW FHUWDLQ GDWD UHJDUGLQJ FUHGLW DQG GHELW FDUGV� KROGHUV DQG WUDQVDFWLRQV� :H DUH DOVR VXEMHFW
WR UXOHV JRYHUQLQJ HOHFWURQLF IXQGV WUDQVIHUV� SXFK UXOHV FRXOG FKDQJH RU EH UHLQWHUSUHWHG WR PDNH LW GLIILFXOW RU
LPSRVVLEOH IRU XV WR FRPSO\� II ZH �RU D WKLUG SDUW\ SURFHVVLQJ SD\PHQW FDUG WUDQVDFWLRQV RQ RXU EHKDOI� VXIIHU D
VHFXULW\ EUHDFK DIIHFWLQJ SD\PHQW FDUG LQIRUPDWLRQ� ZH PD\ KDYH WR SD\ RQHURXV DQG VLJQLILFDQW ILQHV� SHQDOWLHV DQG
DVVHVVPHQWV DULVLQJ RXW RI WKH PDMRU FDUG EUDQGV¶ UXOHV DQG UHJXODWLRQV� FRQWUDFWXDO LQGHPQLILFDWLRQV RU OLDELOLW\
FRQWDLQHG LQ PHUFKDQW DJUHHPHQWV DQG VLPLODU FRQWUDFWV� DQG ZH PD\ ORVH RXU DELOLW\ WR DFFHSW SD\PHQW FDUGV IRU
SD\PHQW IRU RXU JRRGV DQG VHUYLFHV� ZKLFK FRXOG PDWHULDOO\ LPSDFW RXU RSHUDWLRQV DQG ILQDQFLDO SHUIRUPDQFH�

We may not be able to adequately protect our intellectual property, including trademarks, trade names, and
service marks, which, in turn, could harm the value of our brand and adversely affect our business.

OXU DELOLW\ WR LPSOHPHQW RXU EXVLQHVV SODQ VXFFHVVIXOO\ GHSHQGV LQ SDUW RQ RXU DELOLW\ WR IXUWKHU EXLOG EUDQG
UHFRJQLWLRQ XVLQJ RXU WUDGHPDUNV� VHUYLFH PDUNV� SURSULHWDU\ SURGXFWV� DQG RWKHU LQWHOOHFWXDO SURSHUW\� LQFOXGLQJ RXU
QDPH DQG ORJRV DQG WKH XQLTXH FKDUDFWHU DQG DWPRVSKHUH RI RXU OXWSRVWV� :H UHO\ RQ 8�S� WUDGHPDUN� FRS\ULJKW�
DQG WUDGH VHFUHW ODZV� DV ZHOO DV OLFHQVH DJUHHPHQWV� QRQGLVFORVXUH DJUHHPHQWV� DQG FRQILGHQWLDOLW\ DQG RWKHU
FRQWUDFWXDO SURYLVLRQV WR SURWHFW RXU LQWHOOHFWXDO SURSHUW\�

NHYHUWKHOHVV� RXU FRPSHWLWRUV PD\ GHYHORS VLPLODU PHQX LWHPV DQG FRQFHSWV� DQG DGHTXDWH UHPHGLHV PD\ QRW
EH DYDLODEOH LQ WKH HYHQW RI DQ XQDXWKRUL]HG XVH RU GLVFORVXUH RI RXU WUDGH VHFUHWV DQG RWKHU LQWHOOHFWXDO SURSHUW\�

TKH VXFFHVV RI RXU EXVLQHVV GHSHQGV RQ RXU FRQWLQXHG DELOLW\ WR XVH RXU H[LVWLQJ WUDGHPDUNV� WUDGH QDPHV� DQG
VHUYLFH PDUNV WR LQFUHDVH EUDQG DZDUHQHVV DQG IXUWKHU GHYHORS RXU EUDQG DV ZH H[SDQG LQWR QHZ PDUNHWV� :H KDYH
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UHJLVWHUHG DQG DSSOLHG WR UHJLVWHU WUDGHPDUNV DQG VHUYLFH PDUNV LQ WKH 8QLWHG SWDWHV DQG� WR D OHVVHU GHJUHH� FHUWDLQ
RWKHU MXULVGLFWLRQV� :H PD\ QRW EH DEOH WR DGHTXDWHO\ SURWHFW RXU WUDGHPDUNV DQG VHUYLFH PDUNV� DQG RXU FRPSHWLWRUV
DQG RWKHUV PD\ VXFFHVVIXOO\ FKDOOHQJH WKH YDOLGLW\ RU HQIRUFHDELOLW\ RI RXU WUDGHPDUNV DQG VHUYLFH PDUNV DQG RWKHU
LQWHOOHFWXDO SURSHUW\� TKHUH FDQ DOVR EH QR DVVXUDQFH WKDW SHQGLQJ RU IXWXUH 8�S� WUDGHPDUN DSSOLFDWLRQV ZLOO EH
DSSURYHG LQ D WLPHO\ PDQQHU RU DW DOO� RU WKDW VXFK UHJLVWUDWLRQV ZLOO HIIHFWLYHO\ SURWHFW RXU EUDQG QDPHV DQG
WUDGHPDUNV�

AGGLWLRQDOO\� WKH VWHSV ZH KDYH WDNHQ WR SURWHFW RXU LQWHOOHFWXDO SURSHUW\ LQ WKH 8QLWHG SWDWHV PD\ QRW EH
DGHTXDWH� II RXU HIIRUWV WR PDLQWDLQ DQG SURWHFW RXU LQWHOOHFWXDO SURSHUW\ DUH LQDGHTXDWH� RU LI DQ\ WKLUG SDUW\
PLVDSSURSULDWHV� GLOXWHV� RU LQIULQJHV RQ RXU LQWHOOHFWXDO SURSHUW\� WKH YDOXH RI RXU EUDQG PD\ EH KDUPHG� ZKLFK
FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV DQG PLJKW SUHYHQW RXU EUDQGV IURP DFKLHYLQJ RU PDLQWDLQLQJ
PDUNHW DFFHSWDQFH� EYHQ ZLWK RXU RZQ IUDQFKLVH SDUWQHUV� ZKRVH DFWLYLWLHV DUH PRQLWRUHG DQG UHJXODWHG WKURXJK RXU
IUDQFKLVH DJUHHPHQWV� ZH IDFH ULVN WKDW WKH\ PD\ UHIHU WR RU PDNH VWDWHPHQWV DERXW RXU EUDQG WKDW GR QRW PDNH
SURSHU XVH RI RXU WUDGHPDUNV RU UHTXLUHG GHVLJQDWLRQV� WKDW LPSURSHUO\ DOWHU WUDGHPDUNV RU EUDQGLQJ� RU WKDW DUH
FULWLFDO RI RXU EUDQG RU SODFH RXU EUDQG LQ D FRQWH[W WKDW PD\ WDUQLVK RXU UHSXWDWLRQ� TKLV PD\ UHVXOW LQ GLOXWLRQ RI� RU
KDUP WR� RXU LQWHOOHFWXDO SURSHUW\ RU WKH YDOXH RI RXU EUDQG�

0RUHRYHU� ZH GR QRW KROG DQ\ SDWHQWV IRU RXU URDVWLQJ PHWKRGV� :H URDVW WKH PDMRULW\ RI RXU FRIIHH EHDQV LQ�
KRXVH� DQG ZH FRQVLGHU RXU URDVWLQJ PHWKRGV HVVHQWLDO WR WKH TXDOLW\ RI RXU SURGXFWV� BHFDXVH ZH GR QRW KROG DQ\
SDWHQWV IRU RXU URDVWLQJ PHWKRGV� FRPSHWLWRUV PD\ EH DEOH WR GXSOLFDWH RXU SURFHVV LI VXFK PHWKRGV EHFDPH NQRZQ�
II RXU FRPSHWLWRUV FRS\ RXU URDVWLQJ PHWKRGV� WKH YDOXH RI RXU FRIIHH SURGXFWV PD\ GHFOLQH� DQG ZH PD\ ORVH
FXVWRPHUV WR FRPSHWLWRUV�

:H PD\ DOVR IURP WLPH WR WLPH EH UHTXLUHG WR LQVWLWXWH OLWLJDWLRQ WR HQIRUFH RXU WUDGHPDUNV� VHUYLFH PDUNV� DQG
RWKHU LQWHOOHFWXDO SURSHUW\� SXFK OLWLJDWLRQ FRXOG UHVXOW LQ VXEVWDQWLDO FRVWV DQG GLYHUVLRQ RI UHVRXUFHV DQG FRXOG
QHJDWLYHO\ DIIHFW RXU VDOHV� SURILWDELOLW\� DQG SURVSHFWV UHJDUGOHVV RI ZKHWKHU ZH FDQ VXFFHVVIXOO\ HQIRUFH RXU ULJKWV�

TKLUG SDUWLHV PD\ RSSRVH RXU WUDGHPDUN DQG VHUYLFH PDUN DSSOLFDWLRQV� RU RWKHUZLVH FKDOOHQJH RXU XVH RI WKH
WUDGHPDUNV DQG VHUYLFH PDUNV� IQ WKH HYHQW WKDW WKHVH RU RWKHU LQWHOOHFWXDO SURSHUW\ ULJKWV DUH VXFFHVVIXOO\
FKDOOHQJHG� ZH FRXOG EH IRUFHG WR UHEUDQG RXU SURGXFWV� ZKLFK ZRXOG UHVXOW LQ ORVV RI EUDQG UHFRJQLWLRQ DQG ZRXOG
UHTXLUH XV WR GHYRWH UHVRXUFHV WR DGYHUWLVLQJ DQG PDUNHWLQJ QHZ EUDQGV� TKLUG SDUWLHV PD\ DOVR DVVHUW WKDW ZH
LQIULQJH� PLVDSSURSULDWH� RU RWKHUZLVH YLRODWH WKHLU LQWHOOHFWXDO SURSHUW\ DQG PD\ VXH XV IRU LQWHOOHFWXDO SURSHUW\
LQIULQJHPHQW� EYHQ LI ZH DUH VXFFHVVIXO LQ WKHVH SURFHHGLQJV� ZH PD\ LQFXU VXEVWDQWLDO FRVWV� DQG WKH WLPH DQG
DWWHQWLRQ RI RXU PDQDJHPHQW DQG RWKHU SHUVRQQHO PD\ EH GLYHUWHG LQ SXUVXLQJ WKHVH SURFHHGLQJV� II D FRXUW ILQGV WKDW
ZH LQIULQJH D WKLUG SDUW\¶V LQWHOOHFWXDO SURSHUW\� ZH PD\ EH UHTXLUHG WR SD\ GDPDJHV RU EH VXEMHFW WR DQ LQMXQFWLRQ�
:LWK UHVSHFW WR DQ\ WKLUG SDUW\ LQWHOOHFWXDO SURSHUW\ WKDW ZH XVH RU ZLVK WR XVH LQ RXU EXVLQHVV �ZKHWKHU RU QRW
DVVHUWHG DJDLQVW XV LQ OLWLJDWLRQ�� ZH PD\ QRW EH DEOH WR HQWHU LQWR OLFHQVLQJ RU RWKHU DUUDQJHPHQWV ZLWK WKH RZQHU RI
VXFK LQWHOOHFWXDO SURSHUW\ DW D UHDVRQDEOH FRVW RU RQ UHDVRQDEOH WHUPV�

Evolving consumer preferences and tastes, including public or medical opinions about caffeine consumption,
may adversely affect our business.

OXU FRQWLQXHG VXFFHVV GHSHQGV RQ RXU DELOLW\ WR DWWUDFW DQG UHWDLQ FXVWRPHUV� OXU ILQDQFLDO UHVXOWV FRXOG EH
DGYHUVHO\ DIIHFWHG E\ D VKLIW LQ FRQVXPHU VSHQGLQJ DZD\ IURP RXU SURGXFWV� ODFN RI FXVWRPHU DFFHSWDQFH RI QHZ
SURGXFWV �LQFOXGLQJ GXH WR SULFH LQFUHDVHV QHFHVVDU\ WR FRYHU WKH FRVWV RI QHZ SURGXFWV RU KLJKHU LQSXW FRVWV�� EUDQG
SHUFHSWLRQ �VXFK DV WKH H[LVWHQFH RU H[SDQVLRQ RI RXU FRPSHWLWRUV�� RU SODWIRUPV �VXFK DV IHDWXUHV RI RXU PRELOH
DSSOLFDWLRQ DQG FKDQJHV LQ RXU OR\DOW\ UHZDUGV SURJUDPV DQG LQLWLDWLYHV�� RU FXVWRPHUV UHGXFLQJ WKHLU GHPDQG IRU RXU
FXUUHQW RIIHULQJV DV QHZ SURGXFWV DUH LQWURGXFHG�
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IQ DGGLWLRQ� PRVW RI RXU SURGXFWV FRQWDLQ FDIIHLQH DQG RXU 5T' SURGXFWV DQG PDQ\ RI WKH EHYHUDJHV PDGH DW RXU
OXWSRVWV FRQWDLQ VXJDU� GDLU\ SURGXFWV� DQG RWKHU FRPSRXQGV� VXFK DV QDWXUDO DQG DUWLILFLDO IODYRUV� WKH KHDOWK HIIHFWV
RI ZKLFK DUH WKH VXEMHFW RI SXEOLF DQG UHJXODWRU\ VFUXWLQ\� LQFOXGLQJ WKH VXJJHVWLRQ RI OLQNDJHV WR D YDULHW\ RI
DGYHUVH KHDOWK HIIHFWV� TKHUH LV LQFUHDVLQJ FRQVXPHU DZDUHQHVV RI KHDOWK ULVNV WKDW DUH DWWULEXWHG WR FDIIHLQH DQG
RWKHU LQJUHGLHQWV ZH XVH� SDUWLFXODUO\ LQ WKH 8QLWHG SWDWHV� LQFOXGLQJ REHVLW\� LQFUHDVHG EORRG SUHVVXUH DQG KHDUW UDWH�
DQ[LHW\ DQG LQVRPQLD� DV ZHOO DV LQFUHDVHG FRQVXPHU OLWLJDWLRQ EDVHG RQ DOOHJHG DGYHUVH KHDOWK LPSDFWV RI
FRQVXPSWLRQ RI YDULRXV IRRG DQG EHYHUDJH SURGXFWV� AQ XQIDYRUDEOH UHSRUW RQ WKH KHDOWK HIIHFWV RI FDIIHLQH� VXJDU�
RU RWKHU LQJUHGLHQWV LQ RXU SURGXFWV RU FKDQJHV LQ SXEOLF SHUFHSWLRQ RI WKHVH LQJUHGLHQWV FRXOG VLJQLILFDQWO\ UHGXFH
WKH GHPDQG IRU RXU SURGXFWV� A GHFUHDVH LQ FXVWRPHU FRQVXPSWLRQ DV D UHVXOW RI WKHVH KHDOWK FRQFHUQV RU QHJDWLYH
SXEOLFLW\ FRXOG VLJQLILFDQWO\ UHGXFH WKH GHPDQG IRU RXU SURGXFWV DQG FRXOG KDUP RXU EXVLQHVV�

Food safety and quality concerns may negatively impact our brand, business, and profitability, our internal
operational controls and standards may not always be met. Any possible instances or reports, whether true or not,
of food or beverage-borne illness could reduce our sales.

IQFLGHQWV RU UHSRUWV� ZKHWKHU WUXH RU QRW� RI IRRG�ERUQH RU ZDWHU�ERUQH LOOQHVV RU RWKHU IRRG VDIHW\ LVVXHV� IRRG
FRQWDPLQDWLRQ RU WDPSHULQJ� HPSOR\HH K\JLHQH DQG FOHDQOLQHVV IDLOXUHV� RU LPSURSHU HPSOR\HH FRQGXFW DW RXU
OXWSRVWV FRXOG OHDG WR SURGXFW OLDELOLW\ RU RWKHU FODLPV� SXFK LQFLGHQWV RU UHSRUWV FRXOG QHJDWLYHO\ DIIHFW RXU EUDQG
DQG UHSXWDWLRQ DV ZHOO DV RXU EXVLQHVV� UHYHQXH� DQG SURILWV� SLPLODU LQFLGHQWV RU UHSRUWV RFFXUULQJ DW FRIIHH DQG
FRQYHQLHQFH VKRSV XQUHODWHG WR XV FRXOG OLNHZLVH FUHDWH QHJDWLYH SXEOLFLW\� ZKLFK FRXOG QHJDWLYHO\ LPSDFW FRQVXPHU
EHKDYLRU WRZDUGV XV� OXU SURGXFWV PD\ DOVR EH VXEMHFW WR IRRG UHFDOOV RU RWKHU UHJXODWRU\ ZDUQLQJV SURPXOJDWHG E\
WKH 8�S� FRRG DQG 'UXJ AGPLQLVWUDWLRQ �³F'A´� RU RWKHU UHJXODWRU\ ERGLHV� FRU H[DPSOH� &DOLIRUQLD¶V PURSRVLWLRQ
�� SHUPLWV SULYDWH HQIRUFHPHQW DJDLQVW FRPSDQLHV IRU DOOHJHGO\ IDLOLQJ WR SURYLGH DGHTXDWH KHDOWK KD]DUG ZDUQLQJV
LQ WKH VDOH RI FHUWDLQ SURGXFWV� :H KDYH SUHYLRXVO\ UHFHLYHG� DQG PD\ UHFHLYH LQ WKH IXWXUH� QRWLFH RI DOOHJHG
YLRODWLRQ WKUHDWV RI SULYDWH HQIRUFHPHQW�

:H FDQQRW JXDUDQWHH WR FXVWRPHUV WKDW RXU LQWHUQDO FRQWUROV DQG WUDLQLQJ ZLOO EH IXOO\ HIIHFWLYH LQ SUHYHQWLQJ DOO
IRRG�ERUQH LOOQHVVHV� NHZ LOOQHVVHV UHVLVWDQW WR RXU FXUUHQW SUHFDXWLRQV PD\ GHYHORS LQ WKH IXWXUH� RU GLVHDVHV ZLWK
ORQJ LQFXEDWLRQ SHULRGV FRXOG DULVH� SRWHQWLDOO\ JLYLQJ ULVH WR FODLPV RU DOOHJDWLRQV RQ D UHWURDFWLYH EDVLV� OQH RU
PRUH LQVWDQFHV RI IRRG�ERUQH LOOQHVV LQ RQH RI RXU &RPSDQ\�RSHUDWHG RU IUDQFKLVHG OXWSRVWV FRXOG QHJDWLYHO\ DIIHFW
VDOHV DW DOO RXU OXWSRVWV LI KLJKO\ SXEOLFL]HG� TKLV ULVN H[LVWV HYHQ LI LW ZHUH ODWHU GHWHUPLQHG WKDW WKH LOOQHVV ZDV
ZURQJO\ DWWULEXWHG WR RQH RI RXU OXWSRVWV� AGGLWLRQDOO\� HYHQ LI IRRG�ERUQH LOOQHVVHV ZHUH QRW LGHQWLILHG DW RXU
OXWSRVWV� RXU VDOHV FRXOG EH DGYHUVHO\ DIIHFWHG LI LQVWDQFHV RI IRRG�ERUQH LOOQHVVHV DW RWKHU FRIIHH DQG EHYHUDJH
FKDLQV ZHUH KLJKO\ SXEOLFL]HG�

We are subject to the risks associated with leasing space subject to long-term non-cancelable lease and, with
respect to the real property that we own, owning real estate.

OXU OHDVHV JHQHUDOO\ KDYH LQLWLDO WHUPV RI �� \HDUV ZLWK UHQHZDO RSWLRQV LQ ��\HDU LQFUHPHQWV� SKRS OHDVHV
SURYLGH IRU D VSHFLILHG DQQXDO UHQW� ZLWK DJUHHG LQFUHDVHV �W\SLFDOO\ D ����� EDVH UHQW LQFUHDVH SHU ��\HDU WLPH
SHULRG�� GHQHUDOO\� RXU OHDVHV DUH ³QHW´ OHDVHV� ZKLFK UHTXLUH XV WR SD\ DOO WKH FRVW RI LQVXUDQFH� WD[HV� PDLQWHQDQFH
DQG XWLOLWLHV� ZKLFK FRVWV WHQG WR LQFUHDVH HDFK \HDU� :H JHQHUDOO\ FDQQRW WHUPLQDWH WKHVH OHDVHV ZLWKRXW LQFXUULQJ
VXEVWDQWLDO FRVWV� AGGLWLRQDO VLWHV WKDW ZH OHDVH DUH OLNHO\ WR EH VXEMHFW WR VLPLODU ORQJ�WHUP QRQ�FDQFHODEOH OHDVHV� II
DQ H[LVWLQJ RU IXWXUH VKRS LV QRW SURILWDEOH� DQG ZH GHFLGH WR FORVH LW� ZH PD\ QRQHWKHOHVV EH FRPPLWWHG WR SHUIRUP
RXU REOLJDWLRQV XQGHU WKH DSSOLFDEOH OHDVH LQFOXGLQJ� DPRQJ RWKHU WKLQJV� SD\LQJ WKH EDVH UHQW IRU WKH EDODQFH RI WKH
OHDVH WHUP� RU XQWLO WKH OHDVH LV HLWKHU DVVLJQHG E\ XV WR D WKLUG SDUW\� RU WKH VLWH LV UHOHW E\ WKH ODQGORUG� IQ DGGLWLRQ� DV
HDFK RI RXU OHDVHV H[SLUHV� ZH PD\ IDLO WR QHJRWLDWH UHQHZDOV� HLWKHU RQ FRPPHUFLDOO\ DFFHSWDEOH WHUPV RU DW DOO�
ZKLFK FRXOG FDXVH XV WR FORVH OXWSRVWV LQ GHVLUDEOH ORFDWLRQV� AOVR� EHFDXVH ZH VRPHWLPHV SXUFKDVH UHDO SURSHUW\
IRU YDULRXV VKRS ORFDWLRQV DQG IRU RIILFH� ZDUHKRXVH� DQG PDQXIDFWXULQJ IDFLOLWLHV� ZH DUH VXEMHFW WR DOO WKH ULVNV
JHQHUDOO\ DVVRFLDWHG ZLWK RZQLQJ UHDO HVWDWH� LQFOXGLQJ FKDQJHV LQ WKH LQYHVWPHQW FOLPDWH IRU UHDO HVWDWH�
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GHPRJUDSKLF WUHQGV� DQG VXSSO\ RU GHPDQG IRU WKH XVH RI WKH OXWSRVWV� ZKLFK PD\ UHVXOW IURP FRPSHWLWLRQ IURP
VLPLODU UHVWDXUDQWV LQ WKH DUHD DV ZHOO DV VWULFW� MRLQW� DQG VHYHUDO OLDELOLW\ IRU HQYLURQPHQWDO FRQWDPLQDWLRQ DW RU IURP
WKH SURSHUW\� UHJDUGOHVV RI IDXOW�

Our operating results and growth strategies are partly dependent upon the success of our franchise partners, and
we have limited control with respect to their operations. Additionally, our franchise partners’ interests may
conflict or diverge with our interests in the future, which could have a negative impact on our business.

AV RI 'HFHPEHU ��� ����� DSSUR[LPDWHO\ ����� RI RXU OXWSRVWV ZHUH RSHUDWHG E\ RXU IUDQFKLVH SDUWQHUV� :LWK
UHVSHFW WR RXU IUDQFKLVH VWUDWHJ\� ZH DQWLFLSDWH WKLV ZLOO EH D GLPLQLVKLQJ SRUWLRQ RI RXU OXWSRVW JURZWK RYHU WLPH�
OXU IUDQFKLVH SDUWQHUV DUH LQGHSHQGHQW EXVLQHVV RSHUDWRUV DQG DUH QRW RXU HPSOR\HHV� DQG DV VXFK ZH KDYH OLPLWHG
FRQWURO RYHU KRZ RXU IUDQFKLVH SDUWQHUV UXQ WKHLU EXVLQHVVHV� DQG WKHLU LQDELOLW\ WR RSHUDWH VXFFHVVIXOO\ FRXOG
DGYHUVHO\ DIIHFW RXU RSHUDWLQJ UHVXOWV�

:H UHFHLYH UR\DOWLHV� IUDQFKLVH IHHV� FRQWULEXWLRQV WR RXU PDUNHWLQJ GHYHORSPHQW IXQG� DQG RWKHU IHHV IURP RXU
IUDQFKLVH SDUWQHUV� AGGLWLRQDOO\� ZH VHOO SURSULHWDU\ SURGXFWV WR RXU IUDQFKLVH SDUWQHUV DW D PDUNXS RYHU RXU FRVW WR
SURGXFH� :H KDYH HVWDEOLVKHG RSHUDWLRQDO VWDQGDUGV DQG JXLGHOLQHV IRU RXU IUDQFKLVH SDUWQHUV� KRZHYHU� ZH KDYH
OLPLWHG FRQWURO RYHU KRZ RXU IUDQFKLVH SDUWQHUV¶ EXVLQHVVHV DUH UXQ� LQFOXGLQJ GD\ WR GD\ RSHUDWLRQV� EYHQ ZLWK WKHVH
RSHUDWLRQ VWDQGDUGV DQG JXLGHOLQHV� WKH TXDOLW\ RI IUDQFKLVHG OXWSRVWV PD\ EH GLPLQLVKHG E\ DQ\ QXPEHU RI IDFWRUV
EH\RQG RXU FRQWURO� &RQVHTXHQWO\� RXU IUDQFKLVH SDUWQHUV PD\ QRW VXFFHVVIXOO\ RSHUDWH OXWSRVWV LQ D PDQQHU
FRQVLVWHQW ZLWK RXU VWDQGDUGV DQG UHTXLUHPHQWV� VXFK DV TXDOLW\� VHUYLFH DQG FOHDQOLQHVV� RU PD\ QRW KLUH DQG WUDLQ
TXDOLILHG OXWSRVW PDQDJHUV� HPSOR\HHV� DQG RWKHU OXWSRVW SHUVRQQHO RU PD\ QRW LPSOHPHQW PDUNHWLQJ SURJUDPV DQG
PDMRU LQLWLDWLYHV VXFK DV OXWSRVW UHPRGHOV RU HTXLSPHQW RU WHFKQRORJ\ XSJUDGHV� ZKLFK PD\ UHTXLUH ILQDQFLDO
LQYHVWPHQW� EYHQ LI VXFK XQVXFFHVVIXO RSHUDWLRQV GR QRW ULVH WR WKH OHYHO RI EUHDFKLQJ WKH UHODWHG IUDQFKLVH
GRFXPHQWV� WKH\ PD\ EH DWWULEXWHG E\ FXVWRPHUV WR RXU EUDQG DQG FRXOG KDYH D QHJDWLYH LPSDFW RQ RXU EXVLQHVV�

OXU IUDQFKLVH SDUWQHUV PD\ QRW EH DEOH WR VHFXUH DGHTXDWH ILQDQFLQJ WR RSHQ RU FRQWLQXH RSHUDWLQJ RXU OXWSRVWV�
II WKH\ LQFXU WRR PXFK GHEW RU LI HFRQRPLF RU VDOHV WUHQGV GHWHULRUDWH VXFK WKDW WKH\ DUH XQDEOH WR UHSD\ H[LVWLQJ
GHEW� RXU IUDQFKLVH SDUWQHUV FRXOG H[SHULHQFH ILQDQFLDO GLVWUHVV RU HYHQ EDQNUXSWF\� II D VLJQLILFDQW QXPEHU RI RXU
IUDQFKLVH SDUWQHUV EHFRPH ILQDQFLDOO\ GLVWUHVVHG� LW FRXOG KDUP RXU RSHUDWLQJ UHVXOWV WKURXJK UHGXFHG UR\DOW\
UHYHQXH� PDUNHWLQJ IHHV� DQG SURSULHWDU\ SURGXFW VDOHV DQG WKH LPSDFW RQ RXU SURILWDELOLW\ FRXOG EH JUHDWHU WKDQ WKH
SHUFHQWDJH GHFUHDVH LQ WKHVH UHYHQXH VWUHDPV�

:KLOH ZH DUH UHVSRQVLEOH IRU HQVXULQJ WKH VXFFHVV RI RXU HQWLUH V\VWHP RI OXWSRVWV DQG IRU WDNLQJ D ORQJHU WHUP
YLHZ ZLWK UHVSHFW WR V\VWHP LPSURYHPHQWV� RXU IUDQFKLVH SDUWQHUV KDYH LQGLYLGXDO EXVLQHVV VWUDWHJLHV DQG REMHFWLYHV�
ZKLFK PLJKW FRQIOLFW ZLWK RXU LQWHUHVWV� OXU IUDQFKLVH SDUWQHUV PD\ IURP WLPH WR WLPH GLVDJUHH ZLWK XV DQG RXU
VWUDWHJLHV DQG REMHFWLYHV UHJDUGLQJ WKH EXVLQHVV RU RXU LQWHUSUHWDWLRQ RI RXU UHVSHFWLYH ULJKWV DQG REOLJDWLRQV XQGHU
WKH IUDQFKLVH DJUHHPHQW DQG WKH WHUPV DQG FRQGLWLRQV RI WKH IUDQFKLVH SDUWQHU UHODWLRQVKLS� TKLV PD\ OHDG WR GLVSXWHV
ZLWK RXU IUDQFKLVH SDUWQHUV DQG ZH H[SHFW VXFK GLVSXWHV WR RFFXU IURP WLPH WR WLPH LQ WKH IXWXUH DV ZH FRQWLQXH WR
KDYH IUDQFKLVHV� SXFK GLVSXWHV PD\ UHVXOW LQ OHJDO DFWLRQ DJDLQVW XV� TR WKH H[WHQW ZH KDYH VXFK GLVSXWHV� WKH
DWWHQWLRQ� WLPH DQG ILQDQFLDO UHVRXUFHV RI RXU PDQDJHPHQW DQG RXU IUDQFKLVH SDUWQHUV ZLOO EH GLYHUWHG IURP RXU
OXWSRVWV� ZKLFK FRXOG KDUP RXU EXVLQHVV HYHQ LI ZH KDYH D VXFFHVVIXO RXWFRPH LQ WKH GLVSXWH�

AFWLRQV RU RPLVVLRQV E\ RXU IUDQFKLVH SDUWQHUV LQ YLRODWLRQ RI YDULRXV ODZV PD\ EH DWWULEXWHG WR XV RU UHVXOW LQ
QHJDWLYH SXEOLFLW\ WKDW DIIHFWV RXU RYHUDOO EUDQG LPDJH� ZKLFK PD\ GHFUHDVH FRQVXPHU GHPDQG IRU RXU SURGXFWV�
FUDQFKLVH SDUWQHUV PD\ HQJDJH LQ RQOLQH DFWLYLW\ YLD VRFLDO PHGLD RU DFWLYLW\ LQ WKHLU SHUVRQDO OLYHV WKDW QHJDWLYHO\
LPSDFWV SXEOLF SHUFHSWLRQ RI RXU IUDQFKLVH SDUWQHUV¶ RU RXU RSHUDWLRQV RU RXU EUDQG DV D ZKROH� TKLV DFWLYLW\ PD\
QHJDWLYHO\ DIIHFW IUDQFKLVH SDUWQHUV¶ VDOHV DQG LQ WXUQ LPSDFW RXU UHYHQXH�
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IQ DGGLWLRQ� YDULRXV VWDWH DQG IHGHUDO ODZV JRYHUQ RXU UHODWLRQVKLS ZLWK RXU IUDQFKLVH SDUWQHUV DQG RXU SRWHQWLDO
VDOH RI D IUDQFKLVH� A IUDQFKLVH SDUWQHU DQG�RU D JRYHUQPHQW DJHQF\ PD\ EULQJ OHJDO DFWLRQ DJDLQVW XV EDVHG RQ WKH
IUDQFKLVHH�IUDQFKLVRU UHODWLRQVKLSV WKDW FRXOG UHVXOW LQ WKH DZDUG RI GDPDJHV WR IUDQFKLVH SDUWQHUV DQG�RU WKH
LPSRVLWLRQ RI ILQHV RU RWKHU SHQDOWLHV DJDLQVW XV�

If we fail to maintain adequate operational and financial resources, particularly if we continue to grow rapidly,
we may be unable to execute our business plan or maintain high levels of service and customer satisfaction.

OXU FRQWLQXRXV JURZWK DQG H[SDQVLRQ KDV SODFHG� DQG PD\ FRQWLQXH WR SODFH� VLJQLILFDQW GHPDQGV RQ RXU
PDQDJHPHQW DQG RXU RSHUDWLRQDO DQG ILQDQFLDO UHVRXUFHV� IQ FRQQHFWLRQ WKHUHZLWK� RXU RUJDQL]DWLRQDO VWUXFWXUH LV
EHFRPLQJ PRUH FRPSOH[ DV ZH VFDOH RXU RSHUDWLRQDO� ILQDQFLDO� DQG PDQDJHPHQW FRQWUROV� DV ZHOO DV RXU UHSRUWLQJ
V\VWHPV DQG SURFHGXUHV� AV ZH FRQWLQXH WR JURZ� ZH IDFH FKDOOHQJHV RI LQWHJUDWLQJ� GHYHORSLQJ� WUDLQLQJ� DQG
PRWLYDWLQJ D UDSLGO\ JURZLQJ HPSOR\HH EDVH LQ RXU YDULRXV OXWSRVWV DQG PDLQWDLQLQJ RXU FXOWXUH DFURVV PXOWLSOH
RIILFHV DQG OXWSRVWV� II ZH IDLO WR PDQDJH RXU DQWLFLSDWHG JURZWK DQG FKDQJH LQ D PDQQHU WKDW SUHVHUYHV WKH NH\
DVSHFWV RI RXU FRUSRUDWH FXOWXUH� WKH TXDOLW\ RI RXU SURGXFWV DQG VHUYLFHV PD\ VXIIHU� ZKLFK FRXOG QHJDWLYHO\ DIIHFW
RXU EUDQG DQG UHSXWDWLRQ DQG KDUP RXU DELOLW\ WR DWWUDFW XVHUV� HPSOR\HHV� DQG RUJDQL]DWLRQV�

TR PDQDJH JURZWK LQ RXU RSHUDWLRQV DQG SHUVRQQHO� ZH ZLOO QHHG WR FRQWLQXH WR JURZ DQG LPSURYH RXU
RSHUDWLRQDO� ILQDQFLDO� DQG PDQDJHPHQW FRQWUROV DQG RXU UHSRUWLQJ V\VWHPV DQG SURFHGXUHV� :H ZLOO UHTXLUH
VLJQLILFDQW FDSLWDO H[SHQGLWXUHV DQG WKH DOORFDWLRQ RI YDOXDEOH PDQDJHPHQW UHVRXUFHV WR JURZ DQG FKDQJH LQ WKHVH
DUHDV� :H GHSHQG RQ FDVK JHQHUDWHG IURP RXU RSHUDWLRQV WR VXSSRUW RXU JURZWK� DQG ZH PD\ QHHG WR UDLVH DGGLWLRQDO
FDSLWDO� ZKLFK PD\ QRW DOZD\V EH DYDLODEOH RQ DFFHSWDEOH WHUPV RU DW DOO�

IQ DGGLWLRQ� DV ZH H[SDQG RXU EXVLQHVV� LW LV LPSRUWDQW WKDW ZH FRQWLQXH WR PDLQWDLQ D KLJK OHYHO RI FXVWRPHU
VHUYLFH DQG VDWLVIDFWLRQ� AV RXU FXVWRPHU EDVH FRQWLQXHV WR JURZ� ZH ZLOO QHHG WR H[SDQG RXU FXVWRPHU VHUYLFH DQG
RWKHU SHUVRQQHO� ZKLFK ZLOO UHTXLUH PRUH FRPSOH[ PDQDJHPHQW DQG V\VWHPV� II ZH DUH QRW DEOH WR FRQWLQXH WR
SURYLGH KLJK OHYHOV RI FXVWRPHU VHUYLFH� RXU UHSXWDWLRQ� DV ZHOO DV RXU EXVLQHVV FRXOG EH KDUPHG�

Disruptions at the regional bank in which we deposit our funds could have an adverse impact on our business
and financial condition.

:H KROG VXEVWDQWLDOO\ DOO RI RXU GHSRVLWV ZLWK D VLQJOH UHJLRQDO EDQN DQG WKH EDQN DOVR VHUYHV DV WKH OHQGHU
XQGHU RXU VHQLRU FUHGLW IDFLOLW\� :H UHO\ RQ RXU GHSRVLWV ZLWK WKH EDQN DQG DFFHVV WR RXU VHQLRU FUHGLW IDFLOLW\ WR IXQG
VXEVWDQWLDOO\ DOO RI RXU RSHUDWLRQV� AQ\ GLVUXSWLRQ LQ WKH EDQN¶V DELOLW\ WR SURFHVV SD\PHQWV� PDLQWDLQ RXU GHSRVLWV�
RU VDWLVI\ LWV REOLJDWLRQV XQGHU RXU VHQLRU FUHGLW IDFLOLW\� ZRXOG VLJQLILFDQWO\ GLVUXSW RXU EXVLQHVV DQG FRXOG
PDWHULDOO\ DIIHFW RXU RSHUDWLRQV DQG ILQDQFLDO SHUIRUPDQFH� IQ DGGLWLRQ� XQGHU WKH WHUPV RI RXU VHQLRU FUHGLW IDFLOLW\�
ZH DUH UHTXLUHG WR PDLQWDLQ VXEVWDQWLDOO\ DOO RXU GHSRVLWV ZLWK WKH EDQN� AV D UHVXOW� ZH FXUUHQWO\ KDYH FDVK DQG FDVK
HTXLYDOHQWV GHSRVLWHG LQ H[FHVV RI IHGHUDOO\ LQVXUHG OHYHOV ZLWK WKH EDQN� DQG LI WKH EDQN ZHUH WR IDLO� ZH FRXOG ORVH
RXU GHSRVLWV RYHU ���������

We may be adversely affected by the effects of inflation.

&RQVXPHU LQIODWLRQ� DV PHDVXUHG E\ WKH &RQVXPHU PULFH IQGH[ IRU AOO 8UEDQ &RQVXPHUV ZDV ���� DV RI
'HFHPEHU ��� ���� DQG ���� DV RI 'HFHPEHU ��� ����� IQIODWLRQ KDV WKH SRWHQWLDO WR DGYHUVHO\ DIIHFW RXU EXVLQHVV�
UHVXOWV RI RSHUDWLRQV� ILQDQFLDO SRVLWLRQ DQG OLTXLGLW\ E\ LQFUHDVLQJ RXU RYHUDOO FRVW VWUXFWXUH� SDUWLFXODUO\ LI ZH DUH
XQDEOH WR DFKLHYH FRPPHQVXUDWH LQFUHDVHV LQ WKH SULFHV ZH FKDUJH RXU FXVWRPHUV� TKH H[LVWHQFH RI LQIODWLRQ LQ WKH
HFRQRP\ KDV WKH SRWHQWLDO WR UHVXOW LQ KLJKHU FRVWV IRU WKH UDZ PDWHULDOV ZH XVH WR RSHUDWH RXU EXVLQHVV� KLJKHU
LQWHUHVW UDWHV DQG FDSLWDO FRVWV� VXSSO\ VKRUWDJHV� LQFUHDVHG FRVWV RI ODERU DQG RWKHU VLPLODU HIIHFWV� AV LQIODWLRQ
LQFUHDVHV� NHHSLQJ ZDJHV FRPSHWLWLYH DQG PDLQWDLQLQJ JHQHUDO RSHUDWLQJ H[SHQVHV DW WKHLU FXUUHQW OHYHOV PD\ EH
GLIILFXOW� AOWKRXJK ZH PD\ WDNH PHDVXUHV WR PLWLJDWH WKH LPSDFW RI WKLV LQIODWLRQ WKURXJK SULFLQJ DFWLRQV DQG
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HIILFLHQF\ JDLQV� LI WKHVH PHDVXUHV DUH QRW HIIHFWLYH RXU EXVLQHVV� UHVXOWV RI RSHUDWLRQV� ILQDQFLDO SRVLWLRQ DQG
OLTXLGLW\ FRXOG EH PDWHULDOO\ DGYHUVHO\ DIIHFWHG� EYHQ LI VXFK PHDVXUHV DUH HIIHFWLYH� WKHUH FRXOG EH D GLIIHUHQFH
EHWZHHQ WKH WLPLQJ RI ZKHQ WKHVH EHQHILFLDO DFWLRQV LPSDFW RXU UHVXOWV RI RSHUDWLRQV DQG ZKHQ WKH FRVW LQIODWLRQ LV
LQFXUUHG� AGGLWLRQDOO\� WKH SULFLQJ DFWLRQV ZH PD\ WDNH FRXOG QHJDWLYHO\ LPSDFW RXU FXVWRPHU HQJDJHPHQW� LQFOXGLQJ
RXU VXEVFULEHU EDVH� DQG GHFUHDVH RXU PDUNHW VKDUH� DQG FHUWDLQ RI RXU FRPSHWLWRUV� SDUWLFXODUO\ RXU ODUJHU� PRUH
HVWDEOLVKHG FRPSHWLWRUV� PD\ PDQDJH LQIODWLRQDU\ SUHVVXUHV EHWWHU WKDQ ZH DUH DEOH�

We depend on our founder, executive officers, and other key employees, and the loss of one or more of these
employees or an inability to attract and retain other highly skilled employees could harm our business.

OXU VXFFHVV GHSHQGV SDUWO\ XSRQ WKH FRQWLQXHG VHUYLFHV RI RXU IRXQGHU DQG FR�IRXQGHUV� FKLHI H[HFXWLYH RIILFHU
DQG FR�FKLHI H[HFXWLYH RIILFHU� DQG RWKHU H[HFXWLYH RIILFHUV� :H UHO\ RQ RXU OHDGHUVKLS WHDP LQ WKH DUHDV RI
PDUNHWLQJ� VDOHV� FXVWRPHU H[SHULHQFH� DQG DGPLQLVWUDWLRQ� FURP WLPH WR WLPH� WKHUH PD\ EH FKDQJHV LQ RXU H[HFXWLYH
PDQDJHPHQW WHDP UHVXOWLQJ IURP WKH KLULQJ RU GHSDUWXUH RI H[HFXWLYHV� ZKLFK FRXOG GLVUXSW RXU EXVLQHVV� TKH ORVV RI
RQH RU PRUH RI RXU H[HFXWLYH RIILFHUV RU NH\ HPSOR\HHV FRXOG KDUP RXU EXVLQHVV�

&KDQJHV LQ RXU H[HFXWLYH PDQDJHPHQW WHDP PD\ DOVR FDXVH GLVUXSWLRQV LQ� DQG KDUP WR� RXU EXVLQHVV�

TRP 'DYLQ� &R�&EO� FRQWULEXWHV GHHS H[SHUWLVH LQ RSHUDWLRQV DQG H[HFXWLRQ RI EXVLQHVV JURZWK VWUDWHJLHV�
EDVHG RQ KLV VLJQLILFDQW UHWDLO LQGXVWU\ EDFNJURXQG� EYDQ HDIHU� &EO DQG FRXQGHU� SURYLGHV FRIIHH URDVWLQJ
H[SHUWLVH DQG LQ�GHSWK NQRZOHGJH DQG H[SHULHQFH RI PLOLWDU\ DQG YHWHUDQ FRQVXPHUV EDVHG RQ KLV RZQ VLJQLILFDQW
SULRU H[SHULHQFH LQ WKH PLOLWDU\� 0DW BHVW� &R�FRXQGHU DQG &KLHI BUDQGLQJ OIILFHU� KDV D VLJQLILFDQW VRFLDO PHGLD
IROORZLQJ DQG GULYHV RUJDQLF FXVWRPHU HQJDJHPHQW�

0U� HDIHU DQG 0U� BHVW DUH LQVWUXPHQWDO WR RXU PDUNHWLQJ DQG SXEOLFLW\ VWUDWHJ\ DQG DUH FORVHO\ LGHQWLILHG ZLWK
ERWK WKH EUDQG DQG XV LQ JHQHUDO� TKH\ DFWLYHO\ SURPRWH WKH EUDQG WKURXJK WKHLU ODUJH VRFLDO PHGLD SODWIRUPV DQG
WKURXJK YDULRXV SXEOLF DSSHDUDQFHV� DQG ZH EHOLHYH WKDW WKH XQLTXH SHUVRQDOLWLHV RI RXU IRXQGHUV DUH SDUW RI RXU
VXFFHVV� OXU IRXQGHUV¶ SXEOLF SHUVRQDV DUH PRUH FORVHO\ WLHG WR RXU EUDQG WKDQ RWKHU FRPSDQLHV� DQG ZH EHOLHYH WKDW
WKH FRQWLQXHG HQJDJHPHQW RI RXU IRXQGHUV ZLWK RXU FXVWRPHUV ZLOO EH D FRQWULEXWRU WR RXU JURZWK�

AGGLWLRQDOO\� RXU IRXQGHUV DQG H[HFXWLYH RIILFHUV RFFDVLRQDOO\ WUDYHO LQ VPDOO DLUFUDIW WR UHPRWH ORFDWLRQV�
VRPHWLPHV WRJHWKHU� TKH\ DOVR HQJDJH LQ RXWGRRU UHFUHDWLRQDO DFWLYLWLHV WKDW KDYH NQRZQ ULVNV� VXFK DV EHDU KXQWLQJ�
TKHVH DFWLYLWLHV FRXOG SXW RXU IRXQGHUV DW ULVN DQG FDXVH SRWHQWLDO KDUP WR RXU EXVLQHVV�

II WKH VHUYLFHV RI 0U� HDIHU� 0U� BHVW� RU 0U� 'DYLQ EHFDPH XQDYDLODEOH WR XV IRU DQ\ UHDVRQ� LW PD\ EH GLIILFXOW
RU LPSRVVLEOH IRU XV WR ILQG DGHTXDWH UHSODFHPHQWV� ZKLFK FRXOG FDXVH XV WR EH OHVV VXFFHVVIXO LQ PDLQWDLQLQJ RXU
EUDQG DQG GHYHORSLQJ DQG HIIHFWLYHO\ H[HFXWLQJ RQ RXU VWUDWHJLHV�

Changes in the availability of and the cost of labor could harm our business.

OXU EXVLQHVV FRXOG EH KDUPHG E\ LQFUHDVHV LQ ODERU FRVWV� LQFOXGLQJ WKRVH LQFUHDVHV WULJJHUHG E\ UHJXODWRU\
DFWLRQV UHJDUGLQJ ZDJHV� VFKHGXOLQJ DQG EHQHILWV� LQFUHDVHG KHDOWK FDUH� DQG ZRUNHUV¶ FRPSHQVDWLRQ LQVXUDQFH FRVWV�
ZKLFK� LQ D EXVLQHVV VXFK DV RXUV� DUH VLJQLILFDQW DQG H[SHFWHG WR JURZ DV RXU KHDGFRXQW H[SDQGV� IQ SDUWLFXODU�
FHUWDLQ RI RXU HPSOR\HHV DUH SDLG ZDJH UDWHV DW RU EDVHG RQ WKH DSSOLFDEOH IHGHUDO RU VWDWH PLQLPXP ZDJH� DQG
LQFUHDVHV LQ WKH DSSOLFDEOH PLQLPXP ZDJH ZLOO LQFUHDVH ODERU FRVWV� FURP WLPH WR WLPH� OHJLVODWLYH SURSRVDOV DUH
PDGH WR LQFUHDVH WKH PLQLPXP ZDJH DW WKH IHGHUDO RU VWDWH OHYHO� AV IHGHUDO� VWDWH� RU RWKHU DSSOLFDEOH PLQLPXP
ZDJH UDWHV LQFUHDVH� ZH PD\ EH UHTXLUHG WR LQFUHDVH QRW RQO\ WKH ZDJH UDWHV RI PLQLPXP ZDJH HPSOR\HHV� EXW DOVR
WKH ZDJHV SDLG WR RWKHU KRXUO\ HPSOR\HHV� :H PD\ QRW FKRRVH WR LQFUHDVH SULFHV LQ RUGHU WR SDVV IXWXUH LQFUHDVHG
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ODERU FRVWV RQ WR FXVWRPHUV� LQ ZKLFK FDVH RXU PDUJLQV ZRXOG EH QHJDWLYHO\ DIIHFWHG� II ZH GR QRW LQFUHDVH SULFHV WR
FRYHU LQFUHDVHG ODERU FRVWV� WKH KLJKHU SULFHV FRXOG UHVXOW LQ ORZHU UHYHQXH� ZKLFK PD\ DOVR UHGXFH PDUJLQV�

TKH VXFFHVVIXO RSHUDWLRQ RI RXU EXVLQHVV GHSHQGV XSRQ RXU IUDQFKLVH SDUWQHUV¶ DQG RXU DELOLW\ WR DWWUDFW�
PRWLYDWH� DQG UHWDLQ D VXIILFLHQW QXPEHU RI TXDOLILHG HPSOR\HHV� FURP WLPH WR WLPH� WKHUH PD\ EH D VKRUWDJH RI
TXDOLILHG HPSOR\HHV LQ FHUWDLQ RI WKH FRPPXQLWLHV LQ ZKLFK ZH RSHUDWH RU H[SDQG WR� SKRUWDJHV PD\ PDNH LW
LQFUHDVLQJO\ GLIILFXOW DQG H[SHQVLYH WR DWWUDFW� WUDLQ� DQG UHWDLQ WKH VHUYLFHV RI D VDWLVIDFWRU\ QXPEHU RI TXDOLILHG
HPSOR\HHV� ZKLFK FRXOG GHOD\ WKH SODQQHG RSHQLQJV RI QHZ &RPSDQ\�RSHUDWHG DQG IUDQFKLVHG OXWSRVWV DQG
DGYHUVHO\ LPSDFW WKH RSHUDWLRQV DQG SURILWDELOLW\ RI H[LVWLQJ OXWSRVWV�

FXUWKHUPRUH� FRPSHWLWLRQ IRU TXDOLILHG HPSOR\HHV� SDUWLFXODUO\ LQ PDUNHWV ZKHUH VXFK VKRUWDJHV H[LVW� FRXOG
UHTXLUH XV WR SD\ KLJKHU ZDJHV� ZKLFK FRXOG UHVXOW LQ KLJKHU ODERU FRVWV� AFFRUGLQJO\� LI ZH DQG RXU IUDQFKLVH
SDUWQHUV DUH XQDEOH WR UHFUXLW DQG UHWDLQ VXIILFLHQWO\ TXDOLILHG LQGLYLGXDOV� RXU EXVLQHVV FRXOG EH KDUPHG�

AGGLWLRQDOO\� WKH JURZWK RI RXU EXVLQHVV FDQ PDNH LW LQFUHDVLQJO\ GLIILFXOW WR ORFDWH DQG KLUH VXIILFLHQW QXPEHUV
RI NH\ HPSOR\HHV� WR PDLQWDLQ DQ HIIHFWLYH V\VWHP RI LQWHUQDO FRQWUROV IRU D GLVSHUVHG FKDLQ� DQG WR WUDLQ HPSOR\HHV
WR GHOLYHU FRQVLVWHQWO\ KLJK�TXDOLW\ SURGXFWV DQG FXVWRPHU H[SHULHQFHV� ZKLFK FRXOG PDWHULDOO\ KDUP RXU EXVLQHVV
DQG UHVXOWV RI RSHUDWLRQV�

Our unique workplace atmosphere may produce specific challenges.

:H KDYH UHJXODUO\ DUWLFXODWHG RXU JRDO WR PDLQWDLQ FXUUHQW YHWHUDQ KLULQJ OHYHOV� FDLOXUH WR PHHW WKLV JRDO� RU
SHUFHSWLRQ WKDW ZH KDYH VWUD\HG IURP WKLV JRDO LQ RXU KLULQJ SUDFWLFHV� PD\ DGYHUVHO\ DIIHFW RXU HPSOR\HH
UHODWLRQVKLSV DQG RXU UHSXWDWLRQ WRZDUGV RXU FXVWRPHUV� 0RUHRYHU� YHWHUDQV JHQHUDOO\ H[SHULHQFH PHQWDO KHDOWK
LVVXHV� VXFK DV SRVW�WUDXPDWLF VWUHVV GLVRUGHU� DW D KLJKHU UDWH WKDQ WKH DYHUDJH SRSXODWLRQ� ZKLFK FRXOG SRVH XQLTXH
FKDOOHQJHV LQ RXU ZRUNSODFH HQYLURQPHQW�

:H PDLQWDLQ D SROLF\ RI SHUPLWWLQJ HPSOR\HHV DQG FXVWRPHUV WR FDUU\ ILUHDUPV LQ WKH ZRUNSODFH DQG DW RXU
OXWSRVWV� :KLOH ZH KDYH QHYHU H[SHULHQFHG DQ\ VLJQLILFDQW DFWV RI YLROHQFH DW DQ\ RI RXU ORFDWLRQV LQ WKH SDVW� VXFK
SROLF\ FUHDWHV FHUWDLQ LQKHUHQW ULVNV DQG DQ\ DFFLGHQWV UHODWHG WKHUHZLWK PD\ VXEMHFW XV WR OLDELOLW\�

Unionization activities may disrupt our operations and affect our profitability.

AOWKRXJK QRQH RI RXU HPSOR\HHV DUH FXUUHQWO\ FRYHUHG XQGHU FROOHFWLYH EDUJDLQLQJ DJUHHPHQWV� RXU HPSOR\HHV
PD\ HOHFW WR EH UHSUHVHQWHG E\ ODERU XQLRQV LQ WKH IXWXUH� II D VLJQLILFDQW QXPEHU RI RXU HPSOR\HHV ZHUH WR EHFRPH
XQLRQL]HG DQG FROOHFWLYH EDUJDLQLQJ DJUHHPHQW WHUPV ZHUH VLJQLILFDQWO\ GLIIHUHQW IURP RXU FXUUHQW FRPSHQVDWLRQ
DUUDQJHPHQWV� LW FRXOG DGYHUVHO\ DIIHFW RXU EXVLQHVV� ILQDQFLDO FRQGLWLRQ� RU UHVXOWV RI RSHUDWLRQV� IQ DGGLWLRQ� D ODERU
GLVSXWH LQYROYLQJ VRPH RU DOO RI RXU HPSOR\HHV PD\ KDUP RXU UHSXWDWLRQ� GLVUXSW RXU RSHUDWLRQV� DQG UHGXFH RXU
UHYHQXH� DQG UHVROXWLRQ RI GLVSXWHV PD\ LQFUHDVH RXU FRVWV� FXUWKHU� LI ZH HQWHU LQWR D QHZ PDUNHW ZLWK XQLRQL]HG
FRQVWUXFWLRQ FRPSDQLHV� RU WKH FRQVWUXFWLRQ FRPSDQLHV LQ RXU FXUUHQW PDUNHWV EHFRPH XQLRQL]HG� FRQVWUXFWLRQ DQG
EXLOG RXW FRVWV IRU QHZ OXWSRVWV LQ VXFK PDUNHWV FRXOG PDWHULDOO\ LQFUHDVH�

Litigation or legal proceedings could expose us to significant liabilities and have a negative impact on our
reputation or business.

FURP WLPH WR WLPH� ZH PD\ EH SDUW\ WR YDULRXV FODLPV DQG OLWLJDWLRQ SURFHHGLQJV� VRPH RI ZKLFK ZH PD\
LQVWLWXWH RXUVHOYHV� DQG VRPH RI ZKLFK ZH PD\ EH GHIHQGLQJ DJDLQVW� :H HYDOXDWH WKHVH FODLPV DQG OLWLJDWLRQ
SURFHHGLQJV WR DVVHVV WKH OLNHOLKRRG RI XQIDYRUDEOH RXWFRPHV DQG WR HVWLPDWH� LI SRVVLEOH� WKH QDWXUH DQG DPRXQW RI
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SRWHQWLDO UHFRYHULHV RU ORVVHV� BDVHG RQ WKHVH DVVHVVPHQWV DQG HVWLPDWHV� ZH PD\ HVWDEOLVK UHVHUYHV� DV DSSURSULDWH�
TKHVH DVVHVVPHQWV DQG HVWLPDWHV DUH EDVHG RQ WKH LQIRUPDWLRQ DYDLODEOH WR PDQDJHPHQW DW WKH WLPH DQG LQYROYH D
VLJQLILFDQW DPRXQW RI PDQDJHPHQW MXGJPHQW� AFWXDO RXWFRPHV� JDLQV RU ORVVHV PD\ GLIIHU PDWHULDOO\ IURP RXU
DVVHVVPHQWV DQG HVWLPDWHV� :H PD\ DOVR� IURP WLPH WR WLPH� WDNH FHUWDLQ SRVLWLRQV LQ UHVSHFW RI FRQWUDFWXDO RU RWKHU
UHODWLRQVKLSV ZLWK WKLUG SDUWLHV ZKLFK PD\ UHVXOW LQ D GLVSXWH� DQG� XOWLPDWHO\� OLWLJDWLRQ� :H DUH QRW FXUUHQWO\ SDUW\
WR DQ\ PDWHULDO OLWLJDWLRQ�

EYHQ ZKHQ QRW PHULWHG� WKH FRPPHQFHPHQW RU GHIHQVH RI WKHVH ODZVXLWV PD\ GLYHUW PDQDJHPHQW¶V DWWHQWLRQ�
DQG ZH PD\ LQFXU VLJQLILFDQW H[SHQVHV LQ SXUVXLQJ RU GHIHQGLQJ WKHVH ODZVXLWV� TKH UHVXOWV RI OLWLJDWLRQ DQG RWKHU
OHJDO SURFHHGLQJV DUH LQKHUHQWO\ XQFHUWDLQ� DQG DGYHUVH MXGJPHQWV RU VHWWOHPHQWV LQ VRPH RI WKHVH OHJDO GLVSXWHV PD\
UHVXOW LQ DGYHUVH PRQHWDU\ GDPDJHV� SHQDOWLHV RU LQMXQFWLYH UHOLHI DJDLQVW XV� ZKLFK FRXOG QHJDWLYHO\ LPSDFW RXU
ILQDQFLDO SRVLWLRQ� FDVK IORZV RU UHVXOWV RI RSHUDWLRQV� AQ\ FODLPV RU OLWLJDWLRQ� HYHQ LI IXOO\ LQGHPQLILHG RU LQVXUHG�
FRXOG GDPDJH RXU UHSXWDWLRQ DQG PDNH LW PRUH GLIILFXOW WR FRPSHWH HIIHFWLYHO\ RU WR REWDLQ DGHTXDWH LQVXUDQFH LQ WKH
IXWXUH�

FXUWKHUPRUH� ZKLOH ZH PDLQWDLQ LQVXUDQFH IRU FHUWDLQ SRWHQWLDO OLDELOLWLHV� VXFK LQVXUDQFH GRHV QRW FRYHU DOO
W\SHV DQG DPRXQWV RI SRWHQWLDO OLDELOLWLHV DQG LV VXEMHFW WR YDULRXV H[FOXVLRQV DV ZHOO DV FDSV RQ DPRXQWV
UHFRYHUDEOH� EYHQ LI ZH EHOLHYH D FODLP LV FRYHUHG E\ LQVXUDQFH� LQVXUHUV PD\ GLVSXWH RXU HQWLWOHPHQW WR UHFRYHU\ IRU
D YDULHW\ RI SRWHQWLDO UHDVRQV� ZKLFK PD\ DIIHFW WKH WLPLQJ DQG� LI WKH LQVXUHUV SUHYDLO� WKH DPRXQW RI RXU UHFRYHU\�

We are subject to many federal, state, and local laws with which compliance is both costly and complex.

OXU LQGXVWU\ LV VXEMHFW WR H[WHQVLYH IHGHUDO� VWDWH� DQG ORFDO ODZV DQG UHJXODWLRQV� LQFOXGLQJ WKRVH UHODWLQJ WR WKH
SUHSDUDWLRQ DQG VDOH RI IRRG DQG EHYHUDJHV RU FRQVXPSWLRQ DQG WKRVH UHODWLQJ WR EXLOGLQJ DQG ]RQLQJ UHTXLUHPHQWV�
SXFK ODZV DQG UHJXODWLRQV DUH VXEMHFW WR FKDQJH IURP WLPH WR WLPH� TKH IDLOXUH WR FRPSO\ ZLWK WKHVH ODZV DQG
UHJXODWLRQV FRXOG DGYHUVHO\ DIIHFW RXU RSHUDWLQJ UHVXOWV� T\SLFDOO\� OLFHQVHV� SHUPLWV� DQG DSSURYDOV XQGHU VXFK ODZV
DQG UHJXODWLRQV PXVW EH UHQHZHG DQQXDOO\ DQG PD\ EH UHYRNHG� VXVSHQGHG� RU GHQLHG UHQHZDO IRU FDXVH DW DQ\ WLPH
LI JRYHUQPHQWDO DXWKRULWLHV GHWHUPLQH WKDW RXU FRQGXFW YLRODWHV DSSOLFDEOH UHJXODWLRQV� 'LIILFXOWLHV RU IDLOXUH WR
PDLQWDLQ RU REWDLQ WKH UHTXLUHG OLFHQVHV� SHUPLWV� DQG DSSURYDOV FRXOG DGYHUVHO\ DIIHFW RXU H[LVWLQJ OXWSRVWV DQG
GHOD\ RU UHVXOW LQ RXU GHFLVLRQ WR FDQFHO WKH RSHQLQJ RI QHZ OXWSRVWV� ZKLFK ZRXOG DGYHUVHO\ DIIHFW RXU EXVLQHVV�

TKH GHYHORSPHQW DQG RSHUDWLRQ RI OXWSRVWV GHSHQGV� WR D VLJQLILFDQW H[WHQW� RQ WKH VHOHFWLRQ RI VXLWDEOH VLWHV�
ZKLFK DUH VXEMHFW WR XQLTXH SHUPLWWLQJ� ]RQLQJ� ODQG XVH� HQYLURQPHQWDO� WUDIILF� DQG RWKHU UHJXODWLRQV DQG
UHTXLUHPHQWV� :H DUH DOVR VXEMHFW WR OLFHQVLQJ DQG UHJXODWLRQ E\ VWDWH DQG ORFDO DXWKRULWLHV UHODWLQJ WR KHDOWK�
VDQLWDWLRQ� VDIHW\� DQG ILUH VWDQGDUGV�

:H DUH VXEMHFW WR WKH FDLU LDERU SWDQGDUGV AFW DQG YDULRXV RWKHU IHGHUDO� VWDWH� DQG ORFDO ODZV WKDW UHJXODWH WKH
ZDJHV DQG KRXUV RI HPSOR\HHV� TKHVH ODZV FRPPRQO\ DSSO\ D VWULFW OLDELOLW\ VWDQGDUG VR WKDW HYHQ LQDGYHUWHQW
QRQFRPSOLDQFH FDQ OHDG WR FODLPV� JRYHUQPHQW HQIRUFHPHQW DFWLRQV� DQG OLWLJDWLRQ� TKHVH ODZV YDU\ IURP VWDWH WR
VWDWH DQG DUH VXEMHFW WR IUHTXHQW DPHQGPHQWV DQG MXGLFLDO LQWHUSUHWDWLRQV WKDW FDQ UHTXLUH UDSLG DGMXVWPHQWV WR
RSHUDWLRQV� IQVXUDQFH FRYHUDJH IRU YLRODWLRQV RI WKHVH ODZV LV FRVWO\ DQG VRPHWLPHV LV QRW DYDLODEOH� &KDQJHV WR
WKHVH ODZV FDQ DGYHUVHO\ DIIHFW RXU EXVLQHVV E\ LQFUHDVLQJ ODERU DQG FRPSOLDQFH FRVWV� TKH IDLOXUH WR FRPSO\ ZLWK
WKHVH ODZV FRXOG DGYHUVHO\ DIIHFW RXU EXVLQHVV DV D UHVXOW RI FRVWO\ OLWLJDWLRQ RU JRYHUQPHQW HQIRUFHPHQW DFWLRQV�

:H DUH DOVR VXEMHFW WR D YDULHW\ RI RWKHU HPSOR\HH UHODWLRQV ODZV LQFOXGLQJ� EXW QRW OLPLWHG WR� WKH FDPLO\ DQG
0HGLFDO LHDYH AFW DQG VWDWH OHDYH ODZV� HPSOR\PHQW GLVFULPLQDWLRQ ODZV� SUHGLFWLYH VFKHGXOLQJ ODZV� RFFXSDWLRQDO
KHDOWK DQG VDIHW\ ODZV DQG UHJXODWLRQV� DQG WKH NDWLRQDO LDERU 5HODWLRQV AFW� TRJHWKHU� WKHVH PDQ\ ODZV DQG
UHJXODWLRQV SUHVHQW D WKLFNHW RI FRPSOLDQFH REOLJDWLRQV DQG OLDELOLW\ ULVNV� AV ZH JURZ� ZH ZLOO QHHG WR FRQWLQXH WR
LQFUHDVH RXU FRPSOLDQFH HIIRUWV LQ WKHVH DUHDV� ZKLFK PD\ DIIHFW RXU UHVXOWV IURP RSHUDWLRQV� &KDQJHV WR WKHVH ODZV
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DQG UHJXODWLRQV PD\ LQFUHDVH WKHVH FRVWV EH\RQG RXU H[SHFWDWLRQV RU SUHGLFWLRQV� ZKLFK ZRXOG DGYHUVHO\ DIIHFW RXU
EXVLQHVV RSHUDWLRQV DQG ILQDQFLDO UHVXOWV� 9LRODWLRQV RI WKHVH ODZV FRXOG OHDG WR FRVWO\ OLWLJDWLRQ RU JRYHUQPHQWDO
LQYHVWLJDWLRQ RU SURFHHGLQJV�

:H DUH VXEMHFW WR FRPSOLDQFH REOLJDWLRQV RI WKH FRRG SDIHW\ 0RGHUQL]DWLRQ AFWV �³FS0A´� DQG RWKHU
UHJXODWLRQV VXFK DV &DOLIRUQLD¶V PURSRVLWLRQ ��� 8QGHU FS0A� ZH DUH UHTXLUHG WR GHYHORS DQG LPSOHPHQW D FRRG
SDIHW\ PODQ IRU RXU URDVWLQJ RSHUDWLRQV� :KLOH ZH DUH QRW FXUUHQWO\ UHTXLUHG WR LPSOHPHQW D FS0A FRRG SDIHW\ PODQ
RU D HD]DUG AQDO\VLV DQG &ULWLFDO PRLQWV V\VWHP �³HA&&P´� LQ RXU OXWSRVWV� PDQ\ VWDWHV KDYH UHTXLUHG UHVWDXUDQWV
WR GHYHORS DQG LPSOHPHQW HA&&P� DQG WKH 8QLWHG SWDWHV JRYHUQPHQW FRQWLQXHV WR H[SDQG WKH VHFWRUV RI WKH IRRG
LQGXVWU\ WKDW PXVW DGRSW DQG LPSOHPHQW HA&&P� AGGLWLRQDOO\� RXU VXSSOLHUV PD\ LQLWLDWH RU RWKHUZLVH EH VXEMHFW WR
IRRG UHFDOOV WKDW PD\ LPSDFW WKH DYDLODELOLW\ RI FHUWDLQ SURGXFWV� UHVXOW LQ DGYHUVH SXEOLFLW\� RU UHTXLUH XV WR WDNH
DFWLRQV WKDW FRXOG EH FRVWO\ IRU XV RU RWKHUZLVH LPSDFW RXU EXVLQHVV�

:H DUH VXEMHFW WR WKH A'A� ZKLFK� DPRQJ RWKHU WKLQJV� UHTXLUHV RXU OXWSRVWV WR PHHW IHGHUDOO\ PDQGDWHG
UHTXLUHPHQWV IRU WKH GLVDEOHG� TKH A'A SURKLELWV GLVFULPLQDWLRQ LQ HPSOR\PHQW DQG SXEOLF DFFRPPRGDWLRQV RQ WKH
EDVLV RI GLVDELOLW\� 8QGHU WKH A'A� ZH FRXOG EH UHTXLUHG WR H[SHQG IXQGV WR PRGLI\ RXU OXWSRVWV WR SURYLGH VHUYLFH
WR� RU PDNH UHDVRQDEOH DFFRPPRGDWLRQV IRU WKH HPSOR\PHQW RI� GLVDEOHG SHUVRQV� IQ DGGLWLRQ� RXU HPSOR\PHQW
SUDFWLFHV DUH VXEMHFW WR WKH UHTXLUHPHQWV RI WKH IPPLJUDWLRQ DQG NDWXUDOL]DWLRQ SHUYLFH UHODWLQJ WR FLWL]HQVKLS DQG
UHVLGHQF\�

IQ DGGLWLRQ� RXU IUDQFKLVH DFWLYLWLHV DUH VXEMHFW WR ODZV HQDFWHG E\ D QXPEHU RI VWDWHV DQG UXOHV DQG UHJXODWLRQV
SURPXOJDWHG E\ WKH FT&� FDLOXUH WR FRPSO\ ZLWK QHZ RU H[LVWLQJ IUDQFKLVH ODZV� UXOHV� DQG UHJXODWLRQV LQ DQ\
MXULVGLFWLRQ RU WR REWDLQ UHTXLUHG JRYHUQPHQW DSSURYDOV FRXOG QHJDWLYHO\ DIIHFW RXU OLFHQVLQJ VDOHV DQG RXU
UHODWLRQVKLSV ZLWK RXU OLFHQVHHV�

TKH LPSDFW RI FXUUHQW ODZV DQG UHJXODWLRQV� WKH HIIHFW RI IXWXUH FKDQJHV LQ ODZV RU UHJXODWLRQV WKDW LPSRVH
DGGLWLRQDO UHTXLUHPHQWV� DQG WKH FRQVHTXHQFHV RI OLWLJDWLRQ UHODWLQJ WR FXUUHQW RU IXWXUH ODZV DQG UHJXODWLRQV� RU RXU
LQDELOLW\ WR UHVSRQG HIIHFWLYHO\ WR VLJQLILFDQW UHJXODWRU\ RU SXEOLF SROLF\ LVVXHV� FRXOG LQFUHDVH RXU FRPSOLDQFH DQG
RWKHU FRVWV RI GRLQJ EXVLQHVV DQG� WKHUHIRUH� KDYH DQ DGYHUVH HIIHFW RQ RXU UHVXOWV RI RSHUDWLRQV� FDLOXUH WR FRPSO\
ZLWK WKH ODZV DQG UHJXODWRU\ UHTXLUHPHQWV RI IHGHUDO� VWDWH� DQG ORFDO DXWKRULWLHV FRXOG UHVXOW LQ� DPRQJ RWKHU WKLQJV�
UHYRFDWLRQ RI UHTXLUHG OLFHQVHV� DGPLQLVWUDWLYH HQIRUFHPHQW DFWLRQV� ILQHV� DQG FLYLO DQG FULPLQDO OLDELOLW\� IQ
DGGLWLRQ� FHUWDLQ ODZV� LQFOXGLQJ WKH A'A� FRXOG UHTXLUH XV WR H[SHQG VLJQLILFDQW IXQGV WR PDNH PRGLILFDWLRQV WR RXU
OXWSRVWV LI ZH IDLOHG WR FRPSO\ ZLWK DSSOLFDEOH VWDQGDUGV� &RPSOLDQFH ZLWK DOO WKHVH ODZV DQG UHJXODWLRQV FDQ EH
FRVWO\ DQG FDQ LQFUHDVH RXU H[SRVXUH WR OLWLJDWLRQ RU JRYHUQPHQWDO LQYHVWLJDWLRQV RU SURFHHGLQJV�

We may be subject to liability for placing advertisements with content that is deemed inappropriate or misleading.

:H DUH VXEMHFW WR D QXPEHU RI UHJXODWLRQV DSSOLFDEOH WR WKH ODEHOLQJ DQG DGYHUWLVLQJ RI RXU SURGXFWV� TKH F'A
SURPXOJDWHV D QXPEHU RI UHVWULFWLRQV DQG JXLGHOLQHV RQ IRRG ODEHOLQJ� FRU H[DPSOH� HIIHFWLYH -DQXDU\ �� ����� D
UHYLVHG F'A UHJXODWLRQ UHTXLUHV WKH GLVFORVXUH RI WKH DPRXQW RI DGGHG VXJDUV LQ RXU SURGXFWV� :H PD\ LQFXU
VLJQLILFDQW FRVWV WR DOWHU RXU H[LVWLQJ ODEHOLQJ DQG SDFNDJLQJ PDWHULDOV WR FRPSO\ ZLWK QHZ F'A UHJXODWLRQV� DQG
QHZ UHJXODWLRQV PD\ DOVR QHJDWLYHO\ LPSDFW FRQVXPSWLRQ SDWWHUQV E\ FRQVXPHUV� FXUWKHUPRUH� WKH FT& SURPXOJDWHV
D QXPEHU RI UHJXODWLRQV UHJDUGLQJ PDUNHWLQJ DQG DGYHUWLVLQJ WKDW DUH DSSOLFDEOH WR RXU SURGXFWV� ZLWK ZKLFK ZH PXVW
FRPSO\�

TKH F'A DQG WKH FT& UHTXLUH DQ\ FODLP RQ SURGXFWV WR EH WUXWKIXO DQG QRW PLVOHDGLQJ� FDLOXUH WR FRPSO\ ZLWK
WKHVH UHTXLUHPHQWV PD\ EH VXEMHFW WR UHJXODWRU\ SHQDOWLHV RU FLYLO OLWLJDWLRQ� OXU DGYHUWLVLQJ RIWHQ XVHV KXPRU LQ
FRQMXQFWLRQ ZLWK VXSSRUWDEOH IDFWV DERXW WKH SURGXFWV RU WKHLU LQJUHGLHQWV WR HQJDJH ZLWK RXU FXVWRPHUV DQG SURPRWH
WKH EUDQG� :KLOH ZH KDYH QRW IDFHG DQ\ OLDELOLW\ FRQFHUQLQJ RXU DGYHUWLVLQJ� DQ DGYHUVH UXOLQJ WKDW RXU EUDQGLQJ LV
PLVOHDGLQJ FRXOG KDUP RXU PDUNHWLQJ DQG EUDQG� :H DOVR VHOO FHUWDLQ SURGXFWV RU PHUFKDQGLVH ODEHOHG ZLWK DQ
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APHULFDQ IODJ HYHQ WKRXJK WKH\ DUH QRW PDGH LQ WKH 8QLWHG SWDWHV� VXFK DV RXU FRIIHH� ZKLFK LV URDVWHG LQ WKH 8QLWHG
SWDWHV EXW VRXUFHG LQ WUDGLWLRQDO FRIIHH JURZLQJ UHJLRQV� VXFK DV LDWLQ APHULFD� II D FXVWRPHU RU UHJXODWRU\ DJHQF\
ZHUH WR ILOH VXLW RYHU PLVOHDGLQJ DGYHUWLVLQJ FODLPV� ZKHWKHU RU QRW WKH\ DUH VXFFHVVIXO� RXU EXVLQHVV DQG EUDQG
UHSXWDWLRQ FRXOG EH KDUPHG�

We, as well as our vendors, are subject to stringent and changing laws, regulations, and industry standards
related to data Processing, protection, privacy, and security. The actual or perceived failure by us, our customers,
or vendors to comply with such laws, regulations, and industry standards may harm our business, financial
condition, results of operations, and prospects.

:H SURFHVV SHUVRQDO LQIRUPDWLRQ� FRQILGHQWLDO LQIRUPDWLRQ� DQG RWKHU LQIRUPDWLRQ QHFHVVDU\ WR SURYLGH RXU
SURGXFWV DQG VHUYLFH DQG HQVXUH WKDW WKH\ DUH GHOLYHUHG HIIHFWLYHO\� WR RSHUDWH RXU EXVLQHVV� IRU OHJDO DQG PDUNHWLQJ
SXUSRVHV� DQG IRU RWKHU EXVLQHVV�UHODWHG SXUSRVHV�

'DWD SULYDF\ DQG UHJXODWLRQ RI SULYDF\� LQIRUPDWLRQ VHFXULW\� DQG SURFHVVLQJ KDV EHFRPH D VLJQLILFDQW LVVXH LQ
WKH 8QLWHG SWDWHV� TKH OHJDO DQG UHJXODWRU\ IUDPHZRUN IRU SULYDF\ DQG VHFXULW\ LVVXHV LV UDSLGO\ HYROYLQJ DQG LV
H[SHFWHG WR LQFUHDVH RXU FRPSOLDQFH FRVWV DQG H[SRVXUH WR OLDELOLW\� TKHUH DUH QXPHURXV IHGHUDO� VWDWH� DQG ORFDO
ODZV� RUGHUV� FRGHV� UHJXODWLRQV� DQG UHJXODWRU\ JXLGDQFH UHJDUGLQJ SULYDF\� LQIRUPDWLRQ VHFXULW\� DQG SURFHVVLQJ
�³'DWD PURWHFWLRQ LDZV´�� WKH QXPEHU DQG VFRSH RI ZKLFK LV FKDQJLQJ� VXEMHFW WR GLIIHULQJ DSSOLFDWLRQV DQG
LQWHUSUHWDWLRQV� DQG ZKLFK PD\ EH LQFRQVLVWHQW DPRQJ MXULVGLFWLRQV� RU LQ FRQIOLFW ZLWK RWKHU UXOHV� ODZV� RU 'DWD
PURWHFWLRQ OEOLJDWLRQV �GHILQHG EHORZ�� :H H[SHFW WKDW WKHUH ZLOO FRQWLQXH WR EH QHZ 'DWD PURWHFWLRQ LDZV DQG 'DWD
PURWHFWLRQ OEOLJDWLRQV� DQG ZH FDQQRW \HW GHWHUPLQH WKH LPSDFW VXFK IXWXUH 'DWD PURWHFWLRQ LDZV PD\ KDYH RQ RXU
EXVLQHVV� AQ\ VLJQLILFDQW FKDQJH WR 'DWD PURWHFWLRQ LDZV DQG 'DWD PURWHFWLRQ OEOLJDWLRQV� LQFOXGLQJ ZLWKRXW
OLPLWDWLRQ� KRZ WKH H[SUHVV RU LPSOLHG FRQVHQW RI FXVWRPHUV IRU PURFHVVLQJ LV REWDLQHG� FRXOG LQFUHDVH RXU FRVWV DQG
UHTXLUH XV WR PRGLI\ RXU RSHUDWLRQV� SRVVLEO\ LQ D PDWHULDO PDQQHU� ZKLFK ZH PD\ EH XQDEOH WR FRPSOHWH DQG PD\
OLPLW RXU DELOLW\ WR VWRUH DQG SURFHVV FXVWRPHU GDWD DQG RSHUDWH RXU EXVLQHVV�

'DWD PURWHFWLRQ LDZV DUH� DQG DUH OLNHO\ WR UHPDLQ� XQFHUWDLQ IRU WKH IRUHVHHDEOH IXWXUH� DQG RXU DFWXDO RU
SHUFHLYHG IDLOXUH WR DGGUHVV RU FRPSO\ ZLWK WKHVH ODZV FRXOG� LQFUHDVH RXU FRPSOLDQFH DQG RSHUDWLRQDO FRVWV� OLPLW
RXU DELOLW\ WR PDUNHW RXU SURGXFWV RU VHUYLFHV DQG DWWUDFW QHZ DQG UHWDLQ FXUUHQW FXVWRPHUV� OLPLW RU HOLPLQDWH RXU
DELOLW\ WR PURFHVV� H[SRVH XV WR UHJXODWRU\ VFUXWLQ\� DFWLRQV� LQYHVWLJDWLRQV� ILQHV� DQG SHQDOWLHV� UHVXOW LQ UHSXWDWLRQDO
KDUP� OHDG WR D ORVV RI FXVWRPHUV� UHGXFH WKH XVH RI RXU SURGXFWV RU VHUYLFHV� UHVXOW LQ OLWLJDWLRQ DQG OLDELOLW\�
LQFOXGLQJ FODVV DFWLRQ OLWLJDWLRQ� FDXVH XV WR LQFXU VLJQLILFDQW FRVWV� H[SHQVHV� DQG IHHV �LQFOXGLQJ DWWRUQH\ IHHV��
FDXVH D PDWHULDO DGYHUVH LPSDFW WR EXVLQHVV RSHUDWLRQV RU ILQDQFLDO UHVXOWV� DQG RWKHUZLVH UHVXOW LQ RWKHU PDWHULDO
KDUP WR RXU EXVLQHVV �³AGYHUVH 'DWD PURWHFWLRQ IPSDFW´��

:H DUH RU PD\ DOVR EH VXEMHFW WR WKH WHUPV RI RXU H[WHUQDO DQG LQWHUQDO SULYDF\ DQG VHFXULW\ SROLFLHV� FRGHV�
UHSUHVHQWDWLRQV� FHUWLILFDWLRQV� LQGXVWU\ VWDQGDUGV� SXEOLFDWLRQV� DQG IUDPHZRUNV �³PULYDF\ PROLFLHV´� DQG FRQWUDFWXDO
REOLJDWLRQV WR WKLUG SDUWLHV UHODWHG WR SULYDF\� LQIRUPDWLRQ VHFXULW\� DQG PURFHVVLQJ� LQFOXGLQJ FRQWUDFWXDO REOLJDWLRQV
WR LQGHPQLI\ DQG KROG KDUPOHVV WKLUG SDUWLHV IURP WKH FRVWV RU FRQVHTXHQFHV RI QRQ�FRPSOLDQFH ZLWK 'DWD PURWHFWLRQ
LDZV RU RWKHU REOLJDWLRQV �³'DWD PURWHFWLRQ OEOLJDWLRQV´��

:H VWULYH WR FRPSO\ ZLWK DSSOLFDEOH 'DWD PURWHFWLRQ LDZV� PULYDF\ PROLFLHV� DQG 'DWD PURWHFWLRQ OEOLJDWLRQV WR
WKH H[WHQW SRVVLEOH� EXW ZH PD\ DW WLPHV IDLO WR GR VR� RU PD\ EH SHUFHLYHG WR KDYH IDLOHG WR GR VR� 0RUHRYHU� GHVSLWH
RXU HIIRUWV� ZH PD\ QRW EH VXFFHVVIXO LQ DFKLHYLQJ FRPSOLDQFH LI RXU HPSOR\HHV� SDUWQHUV� RU YHQGRUV GR QRW FRPSO\
ZLWK DSSOLFDEOH 'DWD PURWHFWLRQ LDZV� PULYDF\ PROLFLHV� DQG 'DWD PURWHFWLRQ OEOLJDWLRQV� :H PD\ EH VXEMHFW WR DQG
VXIIHU DQ AGYHUVH 'DWD PURWHFWLRQ IPSDFW LI ZH IDLO �RU DUH SHUFHLYHG WR KDYH IDLOHG� WR FRPSO\ ZLWK DSSOLFDEOH 'DWD
PURWHFWLRQ LDZV� PULYDF\ PROLFLHV� DQG 'DWD PURWHFWLRQ OEOLJDWLRQV� LI RXU PULYDF\ PROLFLHV DUH� LQ ZKROH RU SDUW�
IRXQG WR EH LQDFFXUDWH� LQFRPSOHWH� GHFHSWLYH� XQIDLU� RU PLVUHSUHVHQWDWLYH RI RXU DFWXDO SUDFWLFHV� IQ DGGLWLRQ� DQ\
VXFK IDLOXUH RU SHUFHLYHG IDLOXUH FRXOG UHVXOW LQ SXEOLF VWDWHPHQWV DJDLQVW XV E\ FRQVXPHU DGYRFDF\ JURXSV� WKH
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PHGLD� RU RWKHUV� ZKLFK PD\ FDXVH XV PDWHULDO UHSXWDWLRQDO KDUP� OXU DFWXDO RU SHUFHLYHG IDLOXUH WR FRPSO\ ZLWK
'DWD PURWHFWLRQ LDZV� PULYDF\ PROLFLHV� DQG 'DWD PURWHFWLRQ OEOLJDWLRQV FRXOG DOVR VXEMHFW XV WR OLWLJDWLRQ� FODLPV�
SURFHHGLQJV� DFWLRQV� RU LQYHVWLJDWLRQV E\ JRYHUQPHQWDO HQWLWLHV� DXWKRULWLHV� RU UHJXODWRUV� ZKLFK FRXOG UHVXOW LQ DQ
AGYHUVH 'DWD PURWHFWLRQ IPSDFW� LQFOXGLQJ UHTXLUHG FKDQJHV WR RXU EXVLQHVV SUDFWLFHV� WKH GLYHUVLRQ RI UHVRXUFHV DQG
WKH DWWHQWLRQ RI PDQDJHPHQW IURP RXU EXVLQHVV� UHJXODWRU\ RYHUVLJKWV DQG DXGLWV� GLVFRQWLQXDQFH RI QHFHVVDU\
PURFHVVLQJ� RU RWKHU UHPHGLHV WKDW DGYHUVHO\ DIIHFW RXU EXVLQHVV�

IQ WKH 8QLWHG SWDWHV� WKHVH LQFOXGH UXOHV DQG UHJXODWLRQV SURPXOJDWHG XQGHU WKH DXWKRULW\ RI WKH FT&� WKH
EOHFWURQLF &RPPXQLFDWLRQV PULYDF\ AFW� WKH &RPSXWHU FUDXG DQG AEXVH AFW� WKH &DOLIRUQLD &RQVXPHU PULYDF\ AFW
�³&&PA´� DQG RWKHU VWDWH DQG IHGHUDO ODZV UHODWLQJ WR SULYDF\ DQG GDWD VHFXULW\� TKH &&PA� ZKLFK DPRQJ RWKHU
WKLQJV� HVWDEOLVKHV D SULYDF\ IUDPHZRUN IRU FRYHUHG EXVLQHVVHV� LQFOXGLQJ DQ H[SDQVLYH GHILQLWLRQ RI SHUVRQDO GDWD
DQG GDWD SULYDF\ ULJKWV� TKH &&PA SURYLGHV LQGLYLGXDO SULYDF\ ULJKWV IRU &DOLIRUQLD UHVLGHQWV DQG SODFHV LQFUHDVHG
SULYDF\ DQG VHFXULW\ REOLJDWLRQV RQ FRYHUHG EXVLQHVVHV SURFHVVLQJ SHUVRQDO GDWD� TKH &&PA UHTXLUHV FRYHUHG
EXVLQHVVHV WR SURYLGH QHZ GLVFORVXUHV WR &DOLIRUQLD UHVLGHQWV DQG SURYLGH VXFK LQGLYLGXDOV ZLWK ZD\V WR RSW�RXW RI
FHUWDLQ VDOHV RI SHUVRQDO GDWD� TKH &&PA DOVR SURYLGHV D SULYDWH ULJKW RI DFWLRQ DQG VWDWXWRU\ GDPDJHV IRU YLRODWLRQV�
LQFOXGLQJ IRU GDWD EUHDFKHV� TR WKH H[WHQW DSSOLFDEOH WR RXU EXVLQHVV DQG RSHUDWLRQV� WKH &&PA PD\ LPSDFW RXU
EXVLQHVV DFWLYLWLHV E\ LQFUHDVLQJ RXU FRPSOLDQFH FRVWV DQG SRWHQWLDO OLDELOLW\ ZLWK UHVSHFW WR SHUVRQDO LQIRUPDWLRQ
WKDW ZH RU WKLUG SDUWLHV ZLWK ZKRP ZH FRQWUDFW WR SURYLGH VHUYLFHV PDLQWDLQ DERXW &DOLIRUQLD UHVLGHQWV� TKH &&PA
ZDV H[SDQGHG RQ -DQXDU\ �� ����� ZKHQ WKH &DOLIRUQLD PULYDF\ 5LJKWV AFW RI ���� �³&P5A´� EHFRPHV RSHUDWLYH�
TKH &P5A� DPRQJ RWKHU WKLQJV� JLYHV &DOLIRUQLD UHVLGHQWV WKH DELOLW\ WR OLPLW XVH RI FHUWDLQ VHQVLWLYH SHUVRQDO GDWD�
IXUWKHU UHVWULFW WKH XVH RI FURVV�FRQWH[WXDO DGYHUWLVLQJ� HVWDEOLVK UHVWULFWLRQV RQ WKH UHWHQWLRQ RI SHUVRQDO GDWD� H[SDQG
WKH W\SHV RI GDWD EUHDFKHV VXEMHFW WR WKH &&PA¶V SULYDWH ULJKW RI DFWLRQ� SURYLGH IRU LQFUHDVHG SHQDOWLHV IRU &P5A
YLRODWLRQV FRQFHUQLQJ &DOLIRUQLD UHVLGHQWV XQGHU WKH DJH RI ��� DQG HVWDEOLVK D QHZ &DOLIRUQLD PULYDF\ PURWHFWLRQ
AJHQF\ WR LPSOHPHQW DQG HQIRUFH WKH ODZ� TKHVH 'DWD PURWHFWLRQ LDZV �VXFK DV WKH &&PA DQG &P5A� H[HPSOLI\
WKH YXOQHUDELOLW\ RI RXU EXVLQHVV WR WKH HYROYLQJ UHJXODWRU\ HQYLURQPHQW UHODWHG WR SHUVRQDO GDWD�

0RUHRYHU� DFURVV WKH 8QLWHG SWDWHV� ODZV DQG UHJXODWLRQV JRYHUQLQJ GDWD SULYDF\ DQG VHFXULW\ FRQWLQXH WR
GHYHORS DQG HYROYH� FRU H[DPSOH� 9LUJLQLD HQDFWHG WKH &RQVXPHU 'DWD PURWHFWLRQ AFW �³&'PA´� WKDW PD\ LPSRVH
REOLJDWLRQV VLPLODU WR RU PRUH VWULQJHQW WKDQ WKRVH ZH PD\ IDFH XQGHU RWKHU 'DWD PURWHFWLRQ LDZV� &RPSOLDQFH ZLWK
WKH &P5A� WKH &&PA� WKH &'PA DQG DQ\ QHZO\ HQDFWHG SULYDF\ DQG GDWD VHFXULW\ ODZV RU UHJXODWLRQV PD\ EH
FKDOOHQJLQJ DQG FRVW� DQG WLPH�LQWHQVLYH� DQG PD\ UHTXLUH XV WR PRGLI\ RXU GDWD SURFHVVLQJ SUDFWLFHV DQG SROLFLHV
DQG WR LQFXU VXEVWDQWLDO FRVWV DQG SRWHQWLDO OLDELOLW\ LQ DQ HIIRUW WR FRPSO\ ZLWK VXFK OHJLVODWLRQ� TKH 'DWD PURWHFWLRQ
LDZV� PULYDF\ PROLFLHV� DQG 'DWD PURWHFWLRQ OEOLJDWLRQV WR ZKLFK ZH DUH VXEMHFW PD\ VLJQLILFDQWO\ DIIHFW RXU
EXVLQHVV DFWLYLWLHV DQG PDQ\ RI WKHVH REOLJDWLRQV PD\ FRQWDLQ DPELJXRXV SURYLVLRQV FUHDWLQJ XQFHUWDLQW\�
&RPSOLDQFH ZLWK WKH UHTXLUHPHQWV LPSRVHG E\ VXFK 'DWD PURWHFWLRQ LDZV DQG 'DWD PURWHFWLRQ OEOLJDWLRQV PD\
UHTXLUH XV WR UHYLVH RXU EXVLQHVV SUDFWLFHV� DOORFDWH PRUH UHVRXUFHV WR SULYDF\ DQG VHFXULW\� DQG LPSOHPHQW QHZ
WHFKQRORJLHV� SXFK HIIRUWV PD\ UHVXOW LQ VLJQLILFDQW FRVWV WR RXU EXVLQHVV� NRQFRPSOLDQFH FRXOG UHVXOW LQ AGYHUVH
'DWD PURWHFWLRQ IPSDFW� LQFOXGLQJ SURFHHGLQJV DJDLQVW XV E\ JRYHUQPHQWDO DQG UHJXODWRU\ HQWLWLHV� FROODERUDWRUV�
LQGLYLGXDOV� RU RWKHUV�

:H UHO\ RQ D YDULHW\ RI PDUNHWLQJ WHFKQLTXHV DQG SUDFWLFHV� LQFOXGLQJ HPDLO DQG VRFLDO PHGLD PDUNHWLQJ� RQOLQH
WDUJHWHG DGYHUWLVLQJ� DQG FRRNLH�EDVHG SURFHVVLQJ� WR VHOO RXU SURGXFWV DQG VHUYLFHV DQG WR DWWUDFW QHZ FXVWRPHUV�
DQG ZH� DQG RXU YHQGRUV� DUH VXEMHFW WR YDULRXV FXUUHQW DQG IXWXUH 'DWD PURWHFWLRQ LDZV DQG 'DWD PURWHFWLRQ
OEOLJDWLRQV WKDW JRYHUQ PDUNHWLQJ DQG DGYHUWLVLQJ SUDFWLFHV� GRYHUQPHQWDO DXWKRULWLHV FRQWLQXH WR HYDOXDWH WKH
SULYDF\ LPSOLFDWLRQV LQKHUHQW LQ WKH XVH RI WKLUG SDUW\ ³FRRNLHV´ DQG RWKHU PHWKRGV RI RQOLQH WUDFNLQJ IRU EHKDYLRUDO
DGYHUWLVLQJ DQG RWKHU SXUSRVHV� VXFK DV E\ UHJXODWLQJ WKH OHYHO RI FRQVXPHU QRWLFH DQG FRQVHQW UHTXLUHG EHIRUH D
FRPSDQ\ FDQ HPSOR\ FRRNLHV RU RWKHU HOHFWURQLF WUDFNLQJ WRROV RU WKH XVH RI GDWD JDWKHUHG ZLWK VXFK WRROV�
AGGLWLRQDOO\� VRPH SURYLGHUV RI FRQVXPHU GHYLFHV� ZHE EURZVHUV� DQG DSSOLFDWLRQ VKRSV KDYH LPSOHPHQWHG� RU
DQQRXQFHG SODQV WR LPSOHPHQW� PHDQV WR PDNH LW HDVLHU IRU IQWHUQHW XVHUV WR SUHYHQW WKH SODFHPHQW RI FRRNLHV RU WR
EORFN RWKHU WUDFNLQJ WHFKQRORJLHV� UHTXLUH DGGLWLRQDO FRQVHQWV� RU OLPLW WKH DELOLW\ WR WUDFN XVHU DFWLYLW\� ZKLFK FRXOG�
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LI ZLGHO\ DGRSWHG� UHVXOW LQ WKH XVH RI WKLUG SDUW\ FRRNLHV DQG RWKHU PHWKRGV RI RQOLQH WUDFNLQJ EHFRPLQJ
VLJQLILFDQWO\ OHVV HIIHFWLYH� LDZV DQG UHJXODWLRQV UHJDUGLQJ WKH XVH RI WKHVH FRRNLHV DQG RWKHU FXUUHQW RQOLQH WUDFNLQJ
DQG DGYHUWLVLQJ SUDFWLFHV RU D ORVV LQ RXU DELOLW\ WR PDNH HIIHFWLYH XVH RI VHUYLFHV WKDW HPSOR\ VXFK WHFKQRORJLHV
FRXOG LQFUHDVH RXU FRVWV RI RSHUDWLRQV DQG OLPLW RXU DELOLW\ WR DFTXLUH QHZ FXVWRPHUV RQ FRVW�HIIHFWLYH WHUPV� ZKLFK�
LQ WXUQ� FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVV� ILQDQFLDO FRQGLWLRQ� UHVXOWV RI RSHUDWLRQV� DQG SURVSHFWV�

We and our franchise partners are subject to extensive government regulations that could result in claims leading
to increased costs and restrict our ability to operate franchises.

:H DQG RXU IUDQFKLVH SDUWQHUV DUH VXEMHFW WR H[WHQVLYH JRYHUQPHQW UHJXODWLRQ DW WKH IHGHUDO� VWDWH� DQG ORFDO
JRYHUQPHQW OHYHOV� LQFOXGLQJ E\ WKH FT& DQG F'A� TKHVH LQFOXGH� EXW DUH QRW OLPLWHG WR� UHJXODWLRQV UHODWLQJ WR WKH
SUHSDUDWLRQ DQG VDOH RI EHYHUDJHV� PHQX DQG SURGXFW ODEHOLQJ UHTXLUHPHQWV� ]RQLQJ DQG EXLOGLQJ FRGHV� IUDQFKLVLQJ�
ODQG XVH� DQG HPSOR\HH� KHDOWK� VDQLWDWLRQ� DQG VDIHW\ PDWWHUV� :H DQG RXU IUDQFKLVH SDUWQHUV DUH UHTXLUHG WR REWDLQ
DQG PDLQWDLQ D ZLGH YDULHW\ RI JRYHUQPHQWDO OLFHQVHV� SHUPLWV� DQG DSSURYDOV� LRFDO DXWKRULWLHV PD\ VXVSHQG RU
GHQ\ UHQHZDO RI RXU JRYHUQPHQWDO OLFHQVHV LI WKH\ GHWHUPLQH WKDW RXU RSHUDWLRQV GR QRW PHHW WKH VWDQGDUGV IRU LQLWLDO
JUDQW RU UHQHZDO� 'LIILFXOW\ RU IDLOXUH LQ REWDLQLQJ WKHP LQ WKH IXWXUH FRXOG UHVXOW LQ GHOD\LQJ RU FDQFHOLQJ WKH
RSHQLQJ RI QHZ OXWSRVWV DQG WKXV FRXOG KDUP RXU EXVLQHVV� AQ\ VXFK IDLOXUH FRXOG DOVR VXEMHFW XV WR OLDELOLW\ IURP
RXU IUDQFKLVH SDUWQHUV�

AGGLWLRQDOO\� &RQJUHVV KDV D OHJLVODWLRQ SURSRVDO LQ SURFHVV WKDW FRXOG VKLIW PRUH OLDELOLW\ IRU IUDQFKLVH SDUWQHU
HPSOR\PHQW SUDFWLFHV RQWR IUDQFKLVHUV� TKH PURWHFWLQJ WKH 5LJKW WR OUJDQL]H AFW ZRXOG FRGLI\ WKH BURZQLQJ�FHUULV
GHFLVLRQ WKDW UHGHILQHG MRLQW HPSOR\PHQW WR LQFOXGH D EURDGHU FDWHJRU\ RI FRQGXFW E\ WKH IUDQFKLVRU� WKHUHE\
LQFUHDVLQJ WKH SRVVLELOLW\ RI XV EHLQJ KHOG OLDEOH IRU RXU IUDQFKLVH SDUWQHUV¶ HPSOR\PHQW SUDFWLFHV�

Our business, like many other beverage and restaurant companies, is subject to the risk of class action lawsuits
and other proceedings that are costly, divert management attention, and, if successful, could result in our
payment of substantial damages or settlement costs.

OXU EXVLQHVV LV VXEMHFW WR WKH ULVN RI OLWLJDWLRQ E\ HPSOR\HHV� FXVWRPHUV� FRPSHWLWRUV� ODQGORUGV� RU QHLJKERULQJ
EXVLQHVVHV� VXSSOLHUV� IUDQFKLVH SDUWQHUV� VWRFNKROGHUV� RU RWKHUV WKURXJK SULYDWH DFWLRQV� FODVV DFWLRQV� DGPLQLVWUDWLYH
SURFHHGLQJV� UHJXODWRU\ DFWLRQV� RU RWKHU OLWLJDWLRQ� TKH RXWFRPH RI OLWLJDWLRQ� SDUWLFXODUO\ FODVV DFWLRQ DQG UHJXODWRU\
DFWLRQV� LV GLIILFXOW WR DVVHVV RU TXDQWLI\� IQ UHFHQW \HDUV� EHYHUDJH DQG UHVWDXUDQW FRPSDQLHV KDYH EHHQ VXEMHFW WR
ODZVXLWV� LQFOXGLQJ FODVV DFWLRQ ODZVXLWV� DOOHJLQJ YLRODWLRQV RI IHGHUDO DQG VWDWH ODZV UHJDUGLQJ ZRUNSODFH DQG
HPSOR\PHQW PDWWHUV� GLVFULPLQDWLRQ� DQG VLPLODU PDWWHUV� A QXPEHU RI WKHVH ODZVXLWV KDYH UHVXOWHG LQ WKH SD\PHQW
RI VXEVWDQWLDO GDPDJHV E\ WKH GHIHQGDQWV� SLPLODU ODZVXLWV KDYH EHHQ LQVWLWXWHG IURP WLPH WR WLPH DOOHJLQJ YLRODWLRQV
RI YDULRXV IHGHUDO DQG VWDWH ZDJH DQG KRXU ODZV UHJDUGLQJ� DPRQJ RWKHU WKLQJV� HPSOR\HH PHDO GHGXFWLRQV� RYHUWLPH
HOLJLELOLW\ RI DVVLVWDQW PDQDJHUV� DQG IDLOXUH WR SD\ IRU DOO KRXUV ZRUNHG� :KLOH ZH KDYH QRW EHHQ D SDUW\ WR DQ\ RI
WKHVH W\SHV RI ODZVXLWV LQ WKH SDVW� WKHUH FDQ EH QR DVVXUDQFH WKDW ZH ZLOO QRW EH QDPHG LQ DQ\ VXFK ODZVXLW LQ WKH
IXWXUH RU WKDW ZH ZRXOG QRW EH UHTXLUHG WR SD\ VXEVWDQWLDO H[SHQVHV RU GDPDJHV�

OXU FXVWRPHUV PD\ ILOH FRPSODLQWV RU ODZVXLWV DJDLQVW XV DOOHJLQJ WKDW ZH DUH UHVSRQVLEOH IRU VRPH LOOQHVV RU
LQMXU\ WKH\ VXIIHUHG DW RU DIWHU D YLVLW WR RQH RI RXU OXWSRVWV� LQFOXGLQJ DFWLRQV VHHNLQJ GDPDJHV UHVXOWLQJ IURP IRRG�
ERUQH LOOQHVV RU DFFLGHQWV LQ RXU OXWSRVWV� :H DOVR FRXOG EH VXEMHFW WR D YDULHW\ RI RWKHU FODLPV IURP WKLUG SDUWLHV
DULVLQJ LQ WKH RUGLQDU\ FRXUVH RI RXU EXVLQHVV� LQFOXGLQJ FRQWUDFW FODLPV� TKH EHYHUDJH DQG UHVWDXUDQW LQGXVWU\ KDV
DOVR EHHQ VXEMHFW WR D JURZLQJ QXPEHU RI FODLPV WKDW WKHLU PHQXV DQG DFWLRQV KDYH OHG WR WKH REHVLW\ RI FHUWDLQ RI
WKHLU FXVWRPHUV�

OFFDVLRQDOO\� ZH DQG RXU IUDQFKLVH SDUWQHUV PD\ EHFRPH LQYROYHG LQ GLVSXWHV ZLWK QHLJKERUV� JRYHUQPHQW
RIILFLDOV� DQG ODQGORUGV RYHU WKH OLQHV RI FDUV DWWHPSWLQJ WR YLVLW RXU OXWSRVWV� TKHVH GLVSXWHV FRXOG OHDG WR WKH ORVV
RU FKDQJLQJ RI ORFDWLRQV� FKDQJHV WR KRXUV DQG RSHUDWLRQV� DQG FRVWO\ OLWLJDWLRQ� II ZH DUH XQDEOH WR UHDFK DJUHHPHQW
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LQ IXWXUH GLVSXWHV RU WR DOOHYLDWH SUHVVXUH RQ FHUWDLQ OXWSRVWV E\ EXLOGLQJ DGGLWLRQDO OXWSRVWV RU PDNLQJ RSHUDWLRQDO
FKDQJHV� ZH PD\ EH UHTXLUHG WR FORVH ORFDWLRQV RU DOWHU RSHUDWLRQV DW VRPH ORFDWLRQV� LRVW VDOHV DQG UR\DOW\
SD\PHQWV FDXVHG E\ VXFK FORVXUHV RU DOWHUDWLRQV� SOXV LQFUHDVHG H[SHQVHV IURP OLWLJDWLRQ� ZRXOG KDUP RXU EXVLQHVV�

OXU EXVLQHVV DOVR FDUULHV D XQLTXH ULVN RI OLDELOLW\ LQ RXU LQGXVWU\ UHJDUGLQJ SHUVRQDO LQMXU\ WR HPSOR\HHV DQG
FRQWUDFWRUV� OXU FRQWHQW FUHDWLRQ WHDP RIWHQ SURGXFHV YLGHRV DQG RWKHU PHGLD GHSLFWLQJ ULVN\ RU GDQJHURXV
DFWLYLWLHV� VKRZFDVLQJ VWXQWV DQG DFWLYLWLHV ZLWK ILUHDUPV� PLOLWDU\ YHKLFOHV� ³H[WUHPH´ VSRUWV� PDUNVPDQVKLSV� DQG
RWKHU WKHPHV SXUVXLQJ WKH OLIHVW\OH DVVRFLDWHG ZLWK RXU EUDQG� :KLOH ZH WDNH SUHFDXWLRQV WR HQVXUH WKH VDIHW\ RI DOO
LQYROYHG LQ FUHDWLQJ WKLV FRQWHQW� WKH DFWLYLWLHV FDUU\ DQ LQKHUHQW ULVN WKDW FDQQRW EH HOLPLQDWHG� II DQ\ LQGLYLGXDO
ZHUH WR VXIIHU VHULRXV KDUP ZKLOH LQYROYHG ZLWK RQH RI RXU SURGXFWLRQV� WKLV FRXOG OHDG WR OLWLJDWLRQ DJDLQVW XV�

5HJDUGOHVV RI ZKHWKHU DQ\ FODLPV DJDLQVW XV DUH YDOLG RU ZKHWKHU ZH DUH OLDEOH� FODLPV PD\ EH H[SHQVLYH WR
GHIHQG DQG PD\ GLYHUW WLPH DQG PRQH\ DZD\ IURP RXU RSHUDWLRQV� IQ DGGLWLRQ� WKH\ PD\ JHQHUDWH QHJDWLYH SXEOLFLW\�
ZKLFK FRXOG UHGXFH FXVWRPHU WUDIILF DQG VDOHV� AOWKRXJK ZH PDLQWDLQ ZKDW ZH EHOLHYH WR EH DGHTXDWH OHYHOV RI
LQVXUDQFH� LQVXUDQFH PD\ QRW EH DYDLODEOH DW DOO RU LQ VXIILFLHQW DPRXQWV WR FRYHU DQ\ OLDELOLWLHV ZLWK UHVSHFW WR WKHVH
RU RWKHU PDWWHUV� A MXGJPHQW RU RWKHU OLDELOLW\ LQ H[FHVV RI RXU LQVXUDQFH FRYHUDJH IRU DQ\ FODLPV RU DQ\ DGYHUVH
SXEOLFLW\ UHVXOWLQJ IURP FODLPV FRXOG KDUP RXU EXVLQHVV�

Changes in statutory, regulatory, accounting, and other legal requirements, including changes in accounting
principles generally accepted in the United States, could potentially impact our operating and financial results.

:H DUH VXEMHFW WR QXPHURXV VWDWXWRU\� UHJXODWRU\� DQG OHJDO UHTXLUHPHQWV LQFOXGLQJ ZLWK UHVSHFW WR DFFRXQWLQJ
SUDFWLFHV DQG SULQFLSOHV� OXU RSHUDWLQJ UHVXOWV FRXOG EH QHJDWLYHO\ LPSDFWHG E\ GHYHORSPHQWV LQ WKHVH DUHDV GXH WR
WKH FRVWV RI FRPSOLDQFH LQ DGGLWLRQ WR SRVVLEOH JRYHUQPHQW SHQDOWLHV DQG OLWLJDWLRQ LQ WKH HYHQW RI GHHPHG
QRQFRPSOLDQFH�

GHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHV LQ WKH 8QLWHG SWDWHV �³GAAP´� DUH VXEMHFW WR LQWHUSUHWDWLRQ E\ WKH
FLQDQFLDO AFFRXQWLQJ SWDQGDUGV BRDUG� WKH APHULFDQ IQVWLWXWH RI &HUWLILHG PXEOLF AFFRXQWDQWV� WKH SE&� DQG
YDULRXV ERGLHV IRUPHG WR SURPXOJDWH DQG LQWHUSUHW DSSURSULDWH DFFRXQWLQJ SULQFLSOHV� A FKDQJH LQ WKHVH SULQFLSOHV RU
LQWHUSUHWDWLRQV FRXOG KDYH D VLJQLILFDQW HIIHFW RQ RXU UHSRUWHG ILQDQFLDO UHVXOWV� DQG FRXOG DIIHFW WKH UHSRUWLQJ RI
WUDQVDFWLRQV FRPSOHWHG EHIRUH WKH DQQRXQFHPHQW RI D FKDQJH�

Legislation and regulations requiring the display and provision of nutritional information for our menu
offerings, and new information or attitudes regarding diet and health or adverse opinions about the health effects
of consuming our menu offerings, could affect consumer preferences and negatively impact our business,
financial condition, and results of operations.

GRYHUQPHQW UHJXODWLRQ DQG FRQVXPHU HDWLQJ KDELWV PD\ LPSDFW RXU EXVLQHVV DV D UHVXOW RI FKDQJHV LQ DWWLWXGHV
UHJDUGLQJ GLHW DQG KHDOWK RU QHZ LQIRUPDWLRQ UHJDUGLQJ WKH KHDOWK HIIHFWV RI FRQVXPLQJ RXU PHQX RIIHULQJV� TKHVH
FKDQJHV KDYH UHVXOWHG LQ� DQG PD\ FRQWLQXH WR UHVXOW LQ� WKH HQDFWPHQW RI ODZV DQG UHJXODWLRQV WKDW LPSDFW WKH
LQJUHGLHQWV DQG QXWULWLRQDO FRQWHQW RI RXU PHQX RIIHULQJV� RU ODZV DQG UHJXODWLRQV UHTXLULQJ XV WR GLVFORVH WKH
QXWULWLRQDO FRQWHQW RI RXU IRRG RIIHULQJV�

FRU H[DPSOH� D QXPEHU RI VWDWHV� FRXQWLHV� DQG FLWLHV KDYH HQDFWHG PHQX ODEHOLQJ ODZV UHTXLULQJ PXOWL� XQLW
UHVWDXUDQW RSHUDWRUV WR GLVFORVH FHUWDLQ QXWULWLRQDO LQIRUPDWLRQ WR FXVWRPHUV� RU KDYH HQDFWHG OHJLVODWLRQ UHVWULFWLQJ
WKH XVH RI FHUWDLQ W\SHV RI LQJUHGLHQWV LQ IRRG VROG DW UHVWDXUDQWV� FXUWKHUPRUH� WKH PDWLHQW PURWHFWLRQ DQG AIIRUGDEOH
&DUH AFW RI ���� �³PPA&A´� HVWDEOLVKHV D XQLIRUP IHGHUDO UHTXLUHPHQW IRU FHUWDLQ UHVWDXUDQWV WR SRVW FHUWDLQ
QXWULWLRQDO LQIRUPDWLRQ RQ WKHLU PHQXV� SSHFLILFDOO\� WKH PPA&A DPHQGHG WKH FHGHUDO FRRG� 'UXJ� DQG &RVPHWLF
AFW WR UHTXLUH FHUWDLQ FKDLQ UHVWDXUDQWV WR SXEOLVK WKH WRWDO QXPEHU RI FDORULHV RI VWDQGDUG PHQX LWHPV RQ PHQXV DQG
PHQX ERDUGV� DORQJ ZLWK D VWDWHPHQW WKDW SXWV WKLV FDORULH LQIRUPDWLRQ LQ WKH FRQWH[W RI D WRWDO GDLO\ FDORULH LQWDNH�
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TKH PPA&A DOVR UHTXLUHV FRYHUHG UHVWDXUDQWV WR SURYLGH WR FRQVXPHUV� XSRQ UHTXHVW� D ZULWWHQ VXPPDU\ RI GHWDLOHG
QXWULWLRQDO LQIRUPDWLRQ IRU HDFK VWDQGDUG PHQX LWHP� DQG WR SURYLGH D VWDWHPHQW RQ PHQXV DQG PHQX ERDUGV DERXW
WKH DYDLODELOLW\ RI WKLV LQIRUPDWLRQ� TKH PPA&A IXUWKHU SHUPLWV WKH F'A WR UHTXLUH FRYHUHG UHVWDXUDQWV WR PDNH
DGGLWLRQDO QXWULHQW GLVFORVXUHV� VXFK DV GLVFORVXUH RI WUDQV�IDW FRQWHQW� AQ XQIDYRUDEOH UHSRUW RQ� RU UHDFWLRQ WR� RXU
PHQX LQJUHGLHQWV� WKH VL]H RI RXU SRUWLRQV� RU WKH QXWULWLRQDO FRQWHQW RI RXU PHQX LWHPV FRXOG QHJDWLYHO\ LQIOXHQFH
WKH GHPDQG IRU RXU RIIHULQJV�

:H FDQQRW PDNH DQ\ DVVXUDQFHV UHJDUGLQJ RXU DELOLW\ WR HIIHFWLYHO\ UHVSRQG WR FKDQJHV LQ FRQVXPHU KHDOWK
SHUFHSWLRQV RU RXU DELOLW\ WR VXFFHVVIXOO\ LPSOHPHQW WKH QXWULHQW FRQWHQW GLVFORVXUH UHTXLUHPHQWV DQG WR DGDSW RXU
PHQX RIIHULQJV WR WUHQGV LQ GULQNLQJ DQG FRQVXPSWLRQ KDELWV� TKH LPSRVLWLRQ RI PHQX�ODEHOLQJ ODZV FRXOG KDYH DQ
DGYHUVH HIIHFW RQ RXU UHVXOWV RI RSHUDWLRQV DQG ILQDQFLDO SRVLWLRQ� DV ZHOO DV WKH EHYHUDJH LQGXVWU\ LQ JHQHUDO�

Following the Business Combination, we have incurred significant increased expenses and administrative
burdens as a public company, which could have a material adverse effect on our business, financial condition
and results of operations.

AV D SXEOLF FRPSDQ\� ZH QRZ IDFH LQFUHDVHG OHJDO� DFFRXQWLQJ� DGPLQLVWUDWLYH DQG RWKHU FRVWV DQG H[SHQVHV DV D
SXEOLF FRPSDQ\ WKDW B5&& GLG QRW LQFXU DV D SULYDWH FRPSDQ\� TKH SDUEDQHV�O[OH\ AFW RI ���� �WKH ³SDUEDQHV�
O[OH\ AFW´�� LQFOXGLQJ WKH UHTXLUHPHQWV RI SHFWLRQ ���� DV ZHOO DV UXOHV DQG UHJXODWLRQV VXEVHTXHQWO\ LPSOHPHQWHG
E\ WKH SE&� WKH 'RGG�FUDQN :DOO SWUHHW 5HIRUP DQG &RQVXPHU PURWHFWLRQ AFW DQG WKH UXOHV DQG UHJXODWLRQV
SURPXOJDWHG DQG WR EH SURPXOJDWHG WKHUHXQGHU� WKH PXEOLF &RPSDQ\ AFFRXQWLQJ OYHUVLJKW BRDUG �³P&AOB´� DQG
WKH VHFXULWLHV H[FKDQJHV� LPSRVH DGGLWLRQDO UHSRUWLQJ DQG RWKHU REOLJDWLRQV RQ SXEOLF FRPSDQLHV� &RPSOLDQFH ZLWK
SXEOLF FRPSDQ\ UHTXLUHPHQWV ZLOO LQFUHDVH FRVWV DQG PDNH FHUWDLQ DFWLYLWLHV PRUH WLPH�FRQVXPLQJ� A QXPEHU RI
WKRVH UHTXLUHPHQWV UHTXLUH XV WR FDUU\ RXW DFWLYLWLHV B5&& KDG QRW GRQH SUHYLRXVO\� FRU H[DPSOH� ZH KDYH FUHDWHG
QHZ ERDUG FRPPLWWHHV DQG DGRSWHG QHZ LQWHUQDO FRQWUROV DQG GLVFORVXUH FRQWUROV DQG SURFHGXUHV� IQ DGGLWLRQ�
DGGLWLRQDO H[SHQVHV DVVRFLDWHG ZLWK SE& UHSRUWLQJ UHTXLUHPHQWV ZLOO EH LQFXUUHG� FXUWKHUPRUH� LI DQ\ LVVXHV LQ
FRPSO\LQJ ZLWK WKRVH UHTXLUHPHQWV DUH LGHQWLILHG �IRU H[DPSOH� LI WKH DXGLWRUV LGHQWLI\ D PDWHULDO ZHDNQHVV RU
VLJQLILFDQW GHILFLHQF\ LQ WKH LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ�� ZH FRXOG LQFXU DGGLWLRQDO FRVWV UHFWLI\LQJ
WKRVH LVVXHV� DQG WKH H[LVWHQFH RI WKRVH LVVXHV FRXOG DGYHUVHO\ DIIHFW RXU UHSXWDWLRQ RU LQYHVWRU SHUFHSWLRQV RI LW� IW
PD\ DOVR EH PRUH H[SHQVLYH WR REWDLQ GLUHFWRU DQG RIILFHU OLDELOLW\ LQVXUDQFH� 5LVNV DVVRFLDWHG ZLWK RXU VWDWXV DV D
SXEOLF FRPSDQ\ PD\ PDNH LW PRUH GLIILFXOW WR DWWUDFW DQG UHWDLQ TXDOLILHG SHUVRQV WR VHUYH RQ WKH ERDUG RI GLUHFWRUV
RU DV H[HFXWLYH RIILFHUV�

TKH DGGLWLRQDO UHSRUWLQJ DQG RWKHU REOLJDWLRQV LPSRVHG E\ WKHVH UXOHV DQG UHJXODWLRQV ZLOO LQFUHDVH OHJDO DQG
ILQDQFLDO FRPSOLDQFH FRVWV DQG WKH FRVWV RI UHODWHG OHJDO� DFFRXQWLQJ DQG DGPLQLVWUDWLYH DFWLYLWLHV� TKHVH LQFUHDVHG
FRVWV ZLOO UHTXLUH XV WR GLYHUW D VLJQLILFDQW DPRXQW RI PRQH\ WKDW FRXOG RWKHUZLVH EH XVHG WR H[SDQG WKH EXVLQHVV DQG
DFKLHYH VWUDWHJLF REMHFWLYHV� AGYRFDF\ HIIRUWV E\ VWRFNKROGHUV DQG WKLUG SDUWLHV PD\ DOVR SURPSW DGGLWLRQDO FKDQJHV
LQ JRYHUQDQFH DQG UHSRUWLQJ UHTXLUHPHQWV� ZKLFK FRXOG IXUWKHU LQFUHDVH FRVWV�

The Tax Receivable Agreement with the Unitholders of Authentic Brands requires us to make cash payments to
them in respect of certain tax benefits to which we may become entitled, and we expect that the payments we will
be required to make could be substantial.

IQ FRQQHFWLRQ ZLWK WKH FRQVXPPDWLRQ RI RXU LQLWLDO SXEOLF RIIHULQJ� ZH HQWHUHG LQWR D TD[ 5HFHLYDEOH
AJUHHPHQW ZLWK WKH 8QLWKROGHUV RI AXWKHQWLF BUDQGV� PXUVXDQW WR WKH TD[ 5HFHLYDEOH AJUHHPHQW� ZH ZLOO EH
UHTXLUHG WR PDNH FDVK SD\PHQWV WR VXFK 8QLWKROGHUV RI AXWKHQWLF BUDQGV HTXDO WR ��� RI WKH WD[ EHQHILWV� LI DQ\�
WKDW ZH DFWXDOO\ UHDOL]H� RU� LQ VRPH FLUFXPVWDQFHV� DUH GHHPHG WR UHDOL]H� DV D UHVXOW RI ��� WKH LQFUHDVH LQ RXU ZKROO\
RZQHG VXEVLGLDU\¶V SURSRUWLRQDWH VKDUH RI WKH H[LVWLQJ WD[ EDVLV RI WKH DVVHWV RI AXWKHQWLF BUDQGV DQG DQ DGMXVWPHQW
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LQ WKH WD[ EDVLV RI WKH DVVHWV RI AXWKHQWLF BUDQGV UHIOHFWHG LQ WKDW SURSRUWLRQDWH VKDUH DV D UHVXOW RI DQ\ IXWXUH
H[FKDQJHV RI 8QLWV KHOG E\ WKH 8QLWKROGHUV RI AXWKHQWLF BUDQGV IRU VKDUHV RI RXU &ODVV A FRPPRQ VWRFN RU FDVK�
DQG ��� FHUWDLQ RWKHU WD[ EHQHILWV UHODWHG WR SD\PHQWV ZH PDNH XQGHU WKH TD[ 5HFHLYDEOH AJUHHPHQW� 'XH WR WKH
XQFHUWDLQW\ RI YDULRXV IDFWRUV� ZH FDQQRW HVWLPDWH WKH OLNHO\ WD[ EHQHILWV ZH ZLOO UHDOL]H DV D UHVXOW RI 8QLW
H[FKDQJHV� DQG WKH UHVXOWLQJ DPRXQWV ZH DUH OLNHO\ WR SD\ RXW WR 8QLWKROGHUV RI AXWKHQWLF BUDQGV SXUVXDQW WR WKH
TD[ 5HFHLYDEOH AJUHHPHQW� KRZHYHU� ZH HVWLPDWH WKDW VXFK SD\PHQWV PD\ EH VXEVWDQWLDO� PD\PHQWV XQGHU WKH TD[
5HFHLYDEOH AJUHHPHQW ZLOO EH EDVHG RQ WKH WD[ UHSRUWLQJ SRVLWLRQV WKDW ZH GHWHUPLQH� ZKLFK WD[ UHSRUWLQJ SRVLWLRQV
ZLOO EH EDVHG RQ WKH DGYLFH RI RXU WD[ DGYLVRUV� AQ\ SD\PHQWV PDGH E\ XV WR WKH 8QLWKROGHUV RI AXWKHQWLF BUDQGV
XQGHU WKH TD[ 5HFHLYDEOH AJUHHPHQW ZLOO JHQHUDOO\ UHGXFH WKH DPRXQW RI RYHUDOO FDVK IORZ WKDW PLJKW KDYH
RWKHUZLVH EHHQ DYDLODEOH WR XV� TR WKH H[WHQW WKDW ZH DUH XQDEOH WR PDNH SD\PHQWV XQGHU WKH TD[ 5HFHLYDEOH
AJUHHPHQW� VXFK SD\PHQWV JHQHUDOO\ ZLOO EH GHIHUUHG DQG ZLOO DFFUXH LQWHUHVW XQWLO SDLG� NRQSD\PHQW IRU D VSHFLILHG
SHULRG� KRZHYHU� PD\ FRQVWLWXWH D EUHDFK RI D PDWHULDO REOLJDWLRQ XQGHU WKH TD[ 5HFHLYDEOH AJUHHPHQW DQG
WKHUHIRUH DFFHOHUDWH SD\PHQWV GXH XQGHU WKH TD[ 5HFHLYDEOH AJUHHPHQW� XQOHVV� JHQHUDOO\� VXFK QRQSD\PHQW LV GXH
WR D ODFN RI VXIILFLHQW IXQGV� FXUWKHUPRUH� RXU IXWXUH REOLJDWLRQ WR PDNH SD\PHQWV XQGHU WKH TD[ 5HFHLYDEOH
AJUHHPHQW FRXOG PDNH XV D OHVV DWWUDFWLYH WDUJHW IRU DQ DFTXLVLWLRQ� SDUWLFXODUO\ LQ WKH FDVH RI DQ DFTXLUHU WKDW FDQQRW
XVH VRPH RU DOO RI WKH WD[ EHQHILWV WKDW PD\ EH GHHPHG UHDOL]HG XQGHU WKH TD[ 5HFHLYDEOH AJUHHPHQW� TKH SD\PHQWV
XQGHU WKH TD[ 5HFHLYDEOH AJUHHPHQW DUH DOVR QRW FRQGLWLRQHG XSRQ WKH 8QLWKROGHUV RI AXWKHQWLF BUDQGV
PDLQWDLQLQJ D FRQWLQXHG RZQHUVKLS LQWHUHVW LQ AXWKHQWLF BUDQGV� TKH DFWXDO DPRXQW DQG WLPLQJ RI DQ\ SD\PHQWV
XQGHU WKH TD[ 5HFHLYDEOH AJUHHPHQW ZLOO YDU\ GHSHQGLQJ XSRQ D QXPEHU RI IDFWRUV� LQFOXGLQJ WKH WLPLQJ RI
H[FKDQJHV E\ WKH 8QLWKROGHUV RI AXWKHQWLF BUDQGV� WKH DPRXQW RI JDLQ UHFRJQL]HG E\ VXFK 8QLWKROGHUV RI AXWKHQWLF
BUDQGV� WKH DPRXQW DQG WLPLQJ RI WKH WD[DEOH LQFRPH ZH JHQHUDWH LQ WKH IXWXUH DQG WKH IHGHUDO WD[ UDWHV WKHQ
DSSOLFDEOH�

The amounts that we may be required to pay under the Tax Receivable Agreement may be accelerated in certain
circumstances and may also significantly exceed the actual tax savings that it ultimately realizes.

8QOHVV ZDLYHG E\ WKH AJHQW XQGHU WKH TD[ 5HFHLYDEOH AJUHHPHQW� ZKHUH DSSOLFDEOH� WKH TD[ 5HFHLYDEOH
AJUHHPHQW SURYLGHV WKDW LI FHUWDLQ PHUJHUV� DVVHW VDOHV� RWKHU IRUPV RI EXVLQHVV FRPELQDWLRQ� RU RWKHU FKDQJHV RI
FRQWURO ZHUH WR RFFXU� LI ZH ZHUH WR EUHDFK DQ\ RI LWV PDWHULDO REOLJDWLRQV XQGHU WKH TD[ 5HFHLYDEOH AJUHHPHQW� LI
FHUWDLQ HYHQWV UHODWLQJ WR EDQNUXSWF\� LQVROYHQF\ RU VLPLODU SURFHHGLQJV ZLWK UHVSHFW WR XV ZHUH WR RFFXU� RU LI� DW DQ\
WLPH� ZH HOHFW DQ HDUO\ WHUPLQDWLRQ RI WKH TD[ 5HFHLYDEOH AJUHHPHQW �ZLWK WKH FRQVHQW RI D PDMRULW\ RI LWV
GLVLQWHUHVWHG GLUHFWRUV DQG RI WKH AJHQW XQGHU WKH TD[ 5HFHLYDEOH AJUHHPHQW�� WKHQ WKH TD[ 5HFHLYDEOH AJUHHPHQW
ZLOO WHUPLQDWH DQG LWV REOLJDWLRQV� RU LWV VXFFHVVRU¶V REOLJDWLRQV� WR PDNH IXWXUH SD\PHQWV XQGHU WKH TD[ 5HFHLYDEOH
AJUHHPHQW ZRXOG DFFHOHUDWH DQG EHFRPH GXH DQG SD\DEOH LQ D OXPS�VXP DPRXQW UHSUHVHQWLQJ WKH SUHVHQW YDOXH RI
DOO IRUHFDVWHG IXWXUH SD\PHQWV WKDW ZRXOG KDYH RWKHUZLVH EHHQ PDGH XQGHU WKH TD[ 5HFHLYDEOH AJUHHPHQW� TKH
DPRXQW GXH DQG SD\DEOH LQ WKRVH FLUFXPVWDQFHV LV GHWHUPLQHG EDVHG RQ FHUWDLQ DVVXPSWLRQV� LQFOXGLQJ DQ
DVVXPSWLRQ WKDW ZH ZRXOG KDYH VXIILFLHQW WD[DEOH LQFRPH WR IXOO\ XWLOL]H DOO SRWHQWLDO IXWXUH WD[ EHQHILWV WKDW DUH
VXEMHFW WR WKH TD[ 5HFHLYDEOH AJUHHPHQW DQG PD\ VXEVWDQWLDOO\ H[FHHG WKH DFWXDO WD[ VDYLQJV WKDW ZH ZLOO UHDOL]H�
:H PD\ QHHG WR LQFXU GHEW WR ILQDQFH SD\PHQWV XQGHU WKH TD[ 5HFHLYDEOH AJUHHPHQW WR WKH H[WHQW RXU FDVK
UHVRXUFHV DUH LQVXIILFLHQW WR PHHW RXU REOLJDWLRQV XQGHU WKH TD[ 5HFHLYDEOH AJUHHPHQW DV D UHVXOW RI WLPLQJ
GLVFUHSDQFLHV RU RWKHUZLVH� IQ WKHVH VLWXDWLRQV� RXU REOLJDWLRQV XQGHU WKH TD[ 5HFHLYDEOH AJUHHPHQW FRXOG KDYH D
VXEVWDQWLDO QHJDWLYH LPSDFW RQ LWV OLTXLGLW\ DQG FRXOG KDYH WKH HIIHFW RI GHOD\LQJ� GHIHUULQJ RU SUHYHQWLQJ FHUWDLQ
PHUJHUV� DVVHW VDOHV� RWKHU IRUPV RI EXVLQHVV FRPELQDWLRQ� RU RWKHU FKDQJHV RI FRQWURO� TKHUH FDQ EH QR DVVXUDQFH
WKDW ZH ZLOO EH DEOH WR ILQDQFH LWV REOLJDWLRQV XQGHU WKH TD[ 5HFHLYDEOH AJUHHPHQW�

We are a public benefit corporation, and our focus on our public benefit company purpose may negatively impact
our financial performance.

8QOLNH WUDGLWLRQDO FRUSRUDWLRQV� ZKLFK KDYH D ILGXFLDU\ GXW\ WR IRFXV H[FOXVLYHO\ RQ PD[LPL]LQJ VWRFNKROGHU
YDOXH� RXU GLUHFWRUV KDYH D ILGXFLDU\ GXW\ WR EDODQFH WKH SHFXQLDU\ LQWHUHVWV RI VWRFNKROGHUV� WKH EHVW LQWHUHVWV RI
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WKRVH PDWHULDOO\ DIIHFWHG E\ RXU FRQGXFW DQG RXU SXEOLF EHQHILW FRPSDQ\ SXUSRVH �WKH ³PB& PXUSRVH´�� TKHUHIRUH�
ZH PD\ WDNH DFWLRQV WKDW LW EHOLHYHV ZLOO EH LQ WKH EHVW LQWHUHVWV RI WKRVH VWDNHKROGHUV PDWHULDOO\ DIIHFWHG E\ RXU
FRQGXFW DQG�RU SXUVXDQW WR WKH PB& PXUSRVH HYHQ LI WKRVH DFWLRQV GR QRW PD[LPL]H RXU ILQDQFLDO UHVXOWV� OXU SXEOLF
EHQHILW GHVLJQDWLRQ DQG REOLJDWLRQ WR SURYLGH DQ RYHUDOO QHW EHQHILW WR XV DQG RXU VWDNHKROGHUV DQG SURPRWH WKH PB&
PXUSRVH FRXOG FDXVH XV WR PDNH GHFLVLRQV DQG WDNH DFWLRQV ZLWKRXW VHHNLQJ WR PD[LPL]H WKH LQFRPH JHQHUDWHG IURP
RXU EXVLQHVV� DQG KHQFH DYDLODEOH IRU GLVWULEXWLRQ WR RXU VWRFNKROGHUV� OXU SXUVXLW RI ORQJHU�WHUP RU QRQ�SHFXQLDU\
EHQHILWV PD\ QRW PDWHULDOL]H ZLWKLQ WKH WLPHIUDPH ZH H[SHFW RU DW DOO� \HW PD\ KDYH DQ LPPHGLDWH QHJDWLYH HIIHFW RQ
DQ\ DPRXQWV DYDLODEOH IRU GLVWULEXWLRQ WR RXU VWRFNKROGHUV� AFFRUGLQJO\� EHLQJ D SXEOLF EHQHILW FRUSRUDWLRQ FRXOG
KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV� UHVXOWV RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ� ZKLFK LQ WXUQ FRXOG
FDXVH WKH SULFH RI RXU VWRFN WR GHFOLQH�

FXUWKHU� WKHUH LV QR DVVXUDQFH WKDW ZH ZLOO EH DEOH WR DFKLHYH WKH PB& PXUSRVH RU WKDW WKH H[SHFWHG SRVLWLYH
LPSDFW IURP EHLQJ D SXEOLF EHQHILW FRUSRUDWLRQ ZLOO EH UHDOL]HG� ZKLFK FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU
UHSXWDWLRQ� ZKLFK LQ WXUQ PD\ KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV� UHVXOWV RI RSHUDWLRQV DQG ILQDQFLDO
FRQGLWLRQ�

AGGLWLRQDOO\� ZKLOH GLUHFWRUV RI WUDGLWLRQDO FRUSRUDWLRQV DUH UHTXLUHG WR PDNH GHFLVLRQV WKH\ EHOLHYH WR EH LQ WKH
EHVW LQWHUHVWV RI WKHLU VWRFNKROGHUV� GLUHFWRUV RI D SXEOLF EHQHILW FRUSRUDWLRQ KDYH D ILGXFLDU\ GXW\ WR FRQVLGHU QRW
RQO\ WKH VWRFNKROGHUV¶ LQWHUHVWV� EXW DOVR WKH PB& PXUSRVH DQG WKH LQWHUHVWV RI RWKHU VWDNHKROGHUV DIIHFWHG E\ WKH
&RPSDQ\¶V DFWLRQV� 8QGHU 'HODZDUH ODZ� GLUHFWRUV DUH VKLHOGHG IURP OLDELOLW\ IRU EUHDFK RI WKHVH REOLJDWLRQV LI WKH\
PDNH LQIRUPHG DQG GLVLQWHUHVWHG GHFLVLRQV WKDW VHUYH D UDWLRQDO SXUSRVH� TKXV� XQOLNH WUDGLWLRQDO FRUSRUDWLRQV ZKLFK
PXVW IRFXV H[FOXVLYHO\ RQ VWRFNKROGHU YDOXH� RXU GLUHFWRUV DUH QRW PHUHO\ SHUPLWWHG� EXW DUH REOLJDWHG� WR FRQVLGHU
WKH PB& PXUSRVH DQG WKH LQWHUHVWV RI RWKHU VWDNHKROGHUV� IQ WKH HYHQW RI D FRQIOLFW EHWZHHQ WKH LQWHUHVWV RI RXU
VWRFNKROGHUV DQG WKH LQWHUHVWV RI WKH PB& PXUSRVH RU RXU RWKHU VWDNHKROGHUV� RXU GLUHFWRUV PXVW RQO\ PDNH LQIRUPHG
DQG GLVLQWHUHVWHG GHFLVLRQV WKDW VHUYH D UDWLRQDO SXUSRVH� TKHUHIRUH� WKHUH LV QR JXDUDQWHH VXFK D FRQIOLFW ZRXOG EH
UHVROYHG LQ IDYRU RI RXU VWRFNKROGHUV� ZKLFK FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV� UHVXOWV RI
RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ� ZKLFK LQ WXUQ FRXOG FDXVH WKH SULFH RI RXU VWRFN WR GHFOLQH�

Our status as a public benefit corporation could make our acquisition, which may be beneficial to our
stockholders, more difficult.

OXU VWDWXV DV D SXEOLF EHQHILW FRUSRUDWLRQ FRXOG PDNH LW PRUH GLIILFXOW IRU DQRWKHU SDUW\ WR REWDLQ FRQWURO RI WKH
&RPSDQ\� :KLOH 'HODZDUH FRPPRQ ODZ� DV VWDWHG LQ Revlon, Inc. v. MacAndrews & Forbes Holdings, Inc.� ���
A��G ��� �'HO� ������ DQG UHODWHG FDVHV� LPSRVHV XSRQ GLUHFWRUV RI D WUDGLWLRQDO FRUSRUDWLRQ D GXW\ WR PD[LPL]H
VKRUW�WHUP VWRFNKROGHU YDOXH LQ FHUWDLQ µVDOH RI WKH FRPSDQ\¶ WUDQVDFWLRQV� D SXEOLF EHQHILW FRUSRUDWLRQ ERDUG¶V
GHFLVLRQ�PDNLQJ ZRXOG QRW EH VXEMHFW WR WKRVH VDPH FRQVWUDLQWV� OXU BRDUG FRXOG UHMHFW D ELG WR DFTXLUH XV LQ IDYRU
RI SXUVXLQJ WKH PB& PXUSRVH� WR WKH GHWULPHQW RI VWRFNKROGHUV� &RQVLGHUDWLRQ RI WKHVH FRPSHWLQJ LQWHUHVWV ZRXOG QRW
SUHFOXGH RXU BRDUG IURP DFFHSWLQJ D ELG WKDW PD[LPL]HV VKRUW�WHUP VWRFNKROGHU YDOXH� 5DWKHU� RXU BRDUG FRXOG
ZHLJK WKH PHULWV RI DFFHSWLQJ WKH VKRUW�WHUP YDOXH RIIHUHG E\ D ELG DJDLQVW RWKHU RSWLRQV WKDW PD\ JHQHUDWH JUHDWHU
ORQJ�WHUP YDOXH� EH LQ WKH EHVW LQWHUHVWV RI WKRVH PDWHULDOO\ DIIHFWHG E\ RXU FRQGXFW DQG�RU EHWWHU SURPRWH WKH PB&
PXUSRVH DQG� LI DSSURSULDWH� FRXOG DFFHSW D ELG WKDW GRHV QRW PD[LPL]H WKH ILQDQFLDO UHWXUQ WR VWRFNKROGHUV� AQ\ RI
WKH IRUHJRLQJ SURYLVLRQV FRXOG OLPLW WKH SULFH WKDW LQYHVWRUV PLJKW EH ZLOOLQJ WR SD\ LQ WKH IXWXUH IRU VKDUHV RI RXU
FDSLWDO VWRFN� DQG GHWHU SRWHQWLDO DFTXLUHUV RI WKH &RPSDQ\� WKHUHE\ UHGXFLQJ WKH OLNHOLKRRG WKDW \RX ZRXOG UHFHLYH D
SUHPLXP IRU \RXU VWRFN LQ DQ DFTXLVLWLRQ�

FXUWKHU� SXEOLF EHQHILW FRUSRUDWLRQV PD\ QRW EH DWWUDFWLYH WDUJHWV IRU DFWLYLVWV RU KHGJH IXQG LQYHVWRUV EHFDXVH
QHZ GLUHFWRUV ZRXOG VWLOO KDYH WR FRQVLGHU DQG JLYH DSSURSULDWH ZHLJKW WR WKH SXEOLF EHQHILW DORQJ ZLWK VWRFNKROGHU
YDOXH� DQG VWRFNKROGHUV FRPPLWWHG WR WKH SXEOLF EHQHILW FDQ HQIRUFH WKLV WKURXJK GHULYDWLYH VXLWV� B\ UHTXLULQJ WKDW
ERDUG RI GLUHFWRUV RI SXEOLF EHQHILW FRUSRUDWLRQV FRQVLGHU DGGLWLRQDO FRQVWLWXHQFLHV RWKHU WKDQ PD[LPL]LQJ
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VWRFNKROGHU YDOXH� 'HODZDUH SXEOLF EHQHILW FRUSRUDWLRQ ODZ FRXOG SRWHQWLDOO\ PDNH LW HDVLHU IRU RXU BRDUG WR UHMHFW D
KRVWLOH ELG� HYHQ ZKHUH WKH WDNHRYHU ZRXOG PD[LPL]H WKH ILQDQFLDO UHWXUQ WR VWRFNKROGHUV�

As a public benefit corporation, we may be subject to increased derivative litigation concerning our duty to
balance stockholder interests and the PBC Purpose, the occurrence of which may have an adverse impact on our
financial condition and results of operations.

SWRFNKROGHUV RI D 'HODZDUH SXEOLF EHQHILW FRUSRUDWLRQ� LI WKH\� LQGLYLGXDOO\ RU FROOHFWLYHO\� RZQ DW OHDVW ���� RI
LWV RXWVWDQGLQJ FDSLWDO VWRFN RU DW OHDVW ���� PLOOLRQ LQ PDUNHW YDOXH� DUH HQWLWOHG WR ILOH D GHULYDWLYH ODZVXLW FODLPLQJ
WKDW LWV GLUHFWRUV IDLOHG WR EDODQFH VWRFNKROGHU DQG SXEOLF EHQHILW LQWHUHVWV� TKLV SRWHQWLDO OLDELOLW\ GRHV QRW H[LVW IRU
WUDGLWLRQDO FRUSRUDWLRQV� TKHUHIRUH� ZH PD\ EH VXEMHFW WR WKH SRVVLELOLW\ RI LQFUHDVHG GHULYDWLYH OLWLJDWLRQ� ZKLFK
ZRXOG UHTXLUH WKH DWWHQWLRQ RI PDQDJHPHQW DQG� DV D UHVXOW� PD\ DGYHUVHO\ LPSDFW PDQDJHPHQW¶V DELOLW\ WR
HIIHFWLYHO\ H[HFXWH RXU VWUDWHJ\� AQ\ VXFK GHULYDWLYH OLWLJDWLRQ PD\ EH FRVWO\ DQG KDYH DQ DGYHUVH LPSDFW RQ RXU
ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV�

As a public benefit corporation, we are required to comply with various new reporting requirements, which, even
if complied with, could result in harm to our reputation.

AV D SXEOLF EHQHILW FRUSRUDWLRQ� ZH DUH UHTXLUHG WR SXEOLFO\ GLVFORVH D UHSRUW DW OHDVW ELHQQLDOO\ RQ RXU RYHUDOO
SXEOLF EHQHILW SHUIRUPDQFH DQG VXFFHVV LQ DFKLHYLQJ RXU VSHFLILF SXEOLF EHQHILW SXUSRVH� II ZH DUH QRW DEOH WR
SURYLGH WKLV UHSRUW LQ D WLPHO\ RU DW DOO� RU LI WKH UHSRUW LV QRW YLHZHG IDYRUDEO\ E\ SDUWLHV GRLQJ EXVLQHVV ZLWK XV RU
UHJXODWRUV RU RWKHUV UHYLHZLQJ RXU FUHGHQWLDOV� RXU UHSXWDWLRQ DQG VWDWXV DV D SXEOLF EHQHILW FRUSRUDWLRQ PD\ EH
KDUPHG DQG WKH YDOXH RI RXU VWRFN FRXOG GHFUHDVH DV D UHVXOW�

Our only material assets are our direct and indirect interests in BRCC LLC, and we are accordingly dependent
upon distributions from BRCC LLC to pay dividends and taxes and other expenses.

:H DUH D KROGLQJ FRPSDQ\ DQG KDYH QR PDWHULDO DVVHWV RWKHU WKDQ RXU PDQDJLQJ PHPEHU LQWHUHVW LQ AXWKHQWLF
BUDQGV DQG GLUHFW DQG LQGLUHFW OLPLWHG OLDELOLW\ FRPSDQ\ LQWHUHVWV LQ B5&& LL&� :H KDYH QR LQGHSHQGHQW PHDQV RI
JHQHUDWLQJ UHYHQXH� :H LQWHQG WR FDXVH RXU VXEVLGLDULHV �LQFOXGLQJ AXWKHQWLF BUDQGV DQG B5&& LL&� WR PDNH
GLVWULEXWLRQV LQ DQ DPRXQW VXIILFLHQW WR FRYHU DOO DSSOLFDEOH WD[HV DQG RWKHU H[SHQVHV SD\DEOH DQG GLYLGHQGV� LI DQ\�
ZH GHFODUH� TKH WHUPV RI DQ\ FUHGLW DJUHHPHQWV RU RWKHU ERUURZLQJ DUUDQJHPHQWV ZH RU RXU VXEVLGLDULHV HQWHU LQWR LQ
WKH IXWXUH PD\ LPSRVH UHVWULFWLRQV RQ WKH DELOLW\ WR SD\ XV GLYLGHQGV� TR WKH H[WHQW WKDW ZH QHHG IXQGV� DQG DQ\ RI
RXU GLUHFW RU LQGLUHFW VXEVLGLDULHV DUH UHVWULFWHG IURP PDNLQJ VXFK GLVWULEXWLRQV XQGHU WKHVH GHEW DJUHHPHQWV RU
DSSOLFDEOH ODZ RU UHJXODWLRQ� RU DUH RWKHUZLVH XQDEOH WR SURYLGH VXFK IXQGV� LW FRXOG PDWHULDOO\ DGYHUVHO\ DIIHFW RXU
OLTXLGLW\ DQG ILQDQFLDO FRQGLWLRQ�

Delaware law, the Charter and the Bylaws contain certain provisions, including anti- takeover provisions that
limit the ability of stockholders to take certain actions and could delay or discourage takeover attempts that
stockholders may consider favorable.

TKH &KDUWHU� WKH B\ODZV DQG 'HODZDUH GHQHUDO &RUSRUDWLRQ LDZ �³'G&L´� FRQWDLQ SURYLVLRQV WKDW FRXOG KDYH
WKH HIIHFW RI UHQGHULQJ PRUH GLIILFXOW� GHOD\LQJ� RU SUHYHQWLQJ DQ DFTXLVLWLRQ GHHPHG XQGHVLUDEOH E\ RXU BRDUG DQG
WKHUHIRUH GHSUHVV WKH WUDGLQJ SULFH RI RXU &ODVV A &RPPRQ SWRFN� TKHVH SURYLVLRQV FRXOG DOVR PDNH LW GLIILFXOW IRU
VWRFNKROGHUV WR WDNH FHUWDLQ DFWLRQV� LQFOXGLQJ HOHFWLQJ GLUHFWRUV ZKR DUH QRW QRPLQDWHG E\ WKH FXUUHQW PHPEHUV RI
RXU BRDUG RU WDNLQJ RWKHU FRUSRUDWH DFWLRQV� LQFOXGLQJ HIIHFWLQJ FKDQJHV LQ PDQDJHPHQW� APRQJ RWKHU WKLQJV� WKH
&KDUWHU DQG B\ODZV LQFOXGH SURYLVLRQV UHJDUGLQJ�

D FODVVLILHG ERDUG RI GLUHFWRUV ZLWK WKUHH�\HDU VWDJJHUHG WHUPV� ZKLFK FRXOG GHOD\ WKH DELOLW\ RI
VWRFNKROGHUV WR FKDQJH WKH PHPEHUVKLS RI D PDMRULW\ RI RXU BRDUG�
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WKH DELOLW\ RI RXU BRDUG WR LVVXH VKDUHV RI SUHIHUUHG VWRFN� LQFOXGLQJ ³EODQN FKHFN´ SUHIHUUHG VWRFN DQG WR
GHWHUPLQH WKH SULFH DQG RWKHU WHUPV RI WKRVH VKDUHV� LQFOXGLQJ SUHIHUHQFHV DQG YRWLQJ ULJKWV� ZLWKRXW
VWRFNKROGHU DSSURYDO� ZKLFK FRXOG EH XVHG WR VLJQLILFDQWO\ GLOXWH WKH RZQHUVKLS RI D KRVWLOH DFTXLUHU�
WKH OLPLWDWLRQ RI WKH OLDELOLW\ RI� DQG WKH LQGHPQLILFDWLRQ RI� RXU GLUHFWRUV DQG RIILFHUV�
WKH ULJKW RI RXU BRDUG WR HOHFW D GLUHFWRU WR ILOO D YDFDQF\ FUHDWHG E\ WKH H[SDQVLRQ RI RXU BRDUG RU WKH
UHVLJQDWLRQ� GHDWK RU UHPRYDO RI D GLUHFWRU� ZKLFK SUHYHQWV VWRFNKROGHUV IURP EHLQJ DEOH WR ILOO YDFDQFLHV RQ
RXU BRDUG�
WKH UHTXLUHPHQW WKDW GLUHFWRUV PD\ RQO\ EH UHPRYHG IURP RXU BRDUG IRU FDXVH� XSRQ WKH DIILUPDWLYH YRWH RI
WKH KROGHUV RI DW OHDVW ������� RI WKH YRWLQJ SRZHU RI DOO RI WKHQ RXWVWDQGLQJ VKDUHV RI WKH YRWLQJ VWRFN�
YRWLQJ WRJHWKHU DV D VLQJOH FODVV�
WKH UHTXLUHPHQW WKDW D VSHFLDO PHHWLQJ RI VWRFNKROGHUV PD\ EH FDOOHG RQO\ E\ RXU BRDUG� WKH FKDLUPDQ RI
RXU BRDUG RU RXU FKLHI H[HFXWLYH RIILFHU� ZKLFK FRXOG GHOD\ WKH DELOLW\ RI VWRFNKROGHUV WR IRUFH
FRQVLGHUDWLRQ RI D SURSRVDO RU WR WDNH DFWLRQ� LQFOXGLQJ WKH UHPRYDO RI GLUHFWRUV�
FRQWUROOLQJ WKH SURFHGXUHV IRU WKH FRQGXFW DQG VFKHGXOLQJ RI RXU BRDUG DQG VWRFNKROGHU PHHWLQJV�
WKH UHTXLUHPHQW IRU WKH DIILUPDWLYH YRWH RI KROGHUV RI �L� �D� DW OHDVW �������� LQ FDVH RI FHUWDLQ SURYLVLRQV
RU �E� D PDMRULW\� LQ FDVH RI RWKHU SURYLVLRQV� RI WKH YRWLQJ SRZHU RI DOO RI WKHQ RXWVWDQGLQJ VKDUHV RI WKH
YRWLQJ VWRFN� YRWLQJ WRJHWKHU DV D VLQJOH FODVV� WR DPHQG� DOWHU� FKDQJH RU UHSHDO FHUWDLQ SURYLVLRQV RI WKH
&KDUWHU� DQG �LL� �D� DW OHDVW �������� LQ FDVH RI FHUWDLQ SURYLVLRQV� RU �E� D PDMRULW\� LQ FDVH RI RWKHU
SURYLVLRQV� RI WKH YRWLQJ SRZHU RI DOO RI WKHQ RXWVWDQGLQJ VKDUHV RI WKH YRWLQJ VWRFN� YRWLQJ WRJHWKHU DV D
VLQJOH FODVV� WR DPHQG� DOWHU� FKDQJH RU UHSHDO FHUWDLQ SURYLVLRQV RI WKH B\ODZV� ZKLFK FRXOG SUHFOXGH
VWRFNKROGHUV IURP EULQJLQJ PDWWHUV EHIRUH DQQXDO RU VSHFLDO PHHWLQJV RI VWRFNKROGHUV DQG GHOD\ FKDQJHV LQ
RXU BRDUG DQG DOVR PD\ LQKLELW WKH DELOLW\ RI DQ DFTXLUHU WR HIIHFW VXFK DPHQGPHQWV WR IDFLOLWDWH DQ
XQVROLFLWHG WDNHRYHU DWWHPSW�
WKH DELOLW\ RI RXU BRDUG WR DPHQG WKH B\ODZV� ZKLFK PD\ DOORZ RXU BRDUG WR WDNH DGGLWLRQDO DFWLRQV WR
SUHYHQW DQ XQVROLFLWHG WDNHRYHU DQG LQKLELW WKH DELOLW\ RI DQ DFTXLUHU WR DPHQG WKH B\ODZV WR IDFLOLWDWH DQ
XQVROLFLWHG WDNHRYHU DWWHPSW� DQG
DGYDQFH QRWLFH SURFHGXUHV ZLWK ZKLFK VWRFNKROGHUV PXVW FRPSO\ WR QRPLQDWH FDQGLGDWHV WR RXU BRDUG RU WR
SURSRVH PDWWHUV WR EH DFWHG XSRQ DW D VWRFNKROGHUV¶ PHHWLQJ� ZKLFK FRXOG SUHFOXGH VWRFNKROGHUV IURP
EULQJLQJ PDWWHUV EHIRUH DQQXDO RU VSHFLDO PHHWLQJV RI VWRFNKROGHUV DQG GHOD\ FKDQJHV LQ RXU BRDUG DQG DOVR
PD\ GLVFRXUDJH RU GHWHU D SRWHQWLDO DFTXLUHU IURP FRQGXFWLQJ D VROLFLWDWLRQ RI SUR[LHV WR HOHFW WKH DFTXLUHU¶V
RZQ VODWH RI GLUHFWRUV RU RWKHUZLVH DWWHPSWLQJ WR REWDLQ FRQWURO RI WKH &RPSDQ\�

TKHVH SURYLVLRQV� DORQH RU WRJHWKHU� FRXOG GHOD\ RU SUHYHQW KRVWLOH WDNHRYHUV DQG FKDQJHV LQ FRQWURO RU FKDQJHV
LQ RXU BRDUG RU PDQDJHPHQW�

IQ DGGLWLRQ� DV D 'HODZDUH SXEOLF EHQHILW FRUSRUDWLRQ� ZH DUH JHQHUDOO\ VXEMHFW WR SURYLVLRQV RI 'HODZDUH ODZ�
LQFOXGLQJ WKH 'G&L� AOWKRXJK ZH HOHFWHG QRW WR EH JRYHUQHG E\ SHFWLRQ ��� RI WKH 'G&L� FHUWDLQ SURYLVLRQV RI WKH
&KDUWHU� LQ D PDQQHU VXEVWDQWLDOO\ VLPLODU WR SHFWLRQ ��� RI WKH 'G&L� SURKLELW FHUWDLQ RI RXU VWRFNKROGHUV �RWKHU
WKDQ EYDQ HDIHU� ZKR KROG ��� RU PRUH RI RXU RXWVWDQGLQJ FDSLWDO VWRFN IURP HQJDJLQJ LQ FHUWDLQ EXVLQHVV
FRPELQDWLRQ WUDQVDFWLRQV ZLWK XV IRU D VSHFLILHG SHULRG RI WLPH XQOHVV FHUWDLQ FRQGLWLRQV DUH PHW�

AQ\ SURYLVLRQ RI WKH &KDUWHU� WKH B\ODZV RU 'HODZDUH ODZ WKDW KDV WKH HIIHFW RI GHOD\LQJ RU SUHYHQWLQJ D FKDQJH
LQ FRQWURO FRXOG OLPLW WKH RSSRUWXQLW\ IRU VWRFNKROGHUV WR UHFHLYH D SUHPLXP IRU WKHLU VKDUHV RI RXU FDSLWDO VWRFN DQG
FRXOG DOVR DIIHFW WKH SULFH WKDW VRPH LQYHVWRUV DUH ZLOOLQJ WR SD\ IRU RXU FRPPRQ VWRFN�

IQ DGGLWLRQ� WKH SURYLVLRQV RI WKH IQYHVWRU 5LJKWV AJUHHPHQW� DV GHVFULEHG EHORZ� SURYLGH WKH VWRFNKROGHUV SDUW\
WKHUHWR ZLWK FHUWDLQ ERDUG ULJKWV ZKLFK FRXOG DOVR KDYH WKH HIIHFW RI GHOD\LQJ RU SUHYHQWLQJ D FKDQJH LQ FRQWURO�

The Charter designates the Court of Chancery of the State of Delaware as the sole and exclusive forum for
certain types of actions and proceedings that may be initiated by our stockholders, which could limit our
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stockholders’ ability to obtain a favorable judicial forum for disputes with us or our directors, officers or other
employees.

TKH &KDUWHU SURYLGHV WKDW� XQOHVV ZH FRQVHQW LQ ZULWLQJ WR WKH VHOHFWLRQ RI DQ DOWHUQDWLYH IRUXP� �L� DQ\
GHULYDWLYH DFWLRQ RU SURFHHGLQJ EURXJKW RQ EHKDOI RI WKH &RPSDQ\� �LL� DQ\ DFWLRQ DVVHUWLQJ D FODLP RI EUHDFK RI D
ILGXFLDU\ GXW\ RZHG E\ DQ\ RI RXU FXUUHQW RU IRUPHU GLUHFWRUV� RIILFHUV� RWKHU HPSOR\HHV� DJHQWV RU VWRFNKROGHUV WR
WKH &RPSDQ\ RU RXU VWRFNKROGHUV� RU DQ\ FODLP IRU DLGLQJ DQG DEHWWLQJ VXFK DOOHJHG EUHDFK� �LLL� DQ\ DFWLRQ DVVHUWLQJ
D FODLP DJDLQVW WKH &RPSDQ\ RU DQ\ RI RXU FXUUHQW RU IRUPHU GLUHFWRUV� RIILFHUV� RWKHU HPSOR\HHV� DJHQWV RU
VWRFNKROGHUV �D� DULVLQJ SXUVXDQW WR DQ\ SURYLVLRQ RI WKH 'G&L� WKH &KDUWHU �DV LW PD\ EH DPHQGHG RU UHVWDWHG� RU
WKH B\ODZV RU �E� DV WR ZKLFK WKH 'G&L FRQIHUV MXULVGLFWLRQ RQ WKH 'HODZDUH &RXUW RI &KDQFHU\ RU �LY� DQ\ DFWLRQ
DVVHUWLQJ D FODLP DJDLQVW WKH &RPSDQ\ RU DQ\ RI RXU FXUUHQW RU IRUPHU GLUHFWRUV� RIILFHUV� RWKHU HPSOR\HHV� DJHQWV RU
VWRFNKROGHUV JRYHUQHG E\ WKH LQWHUQDO DIIDLUV GRFWULQH RI WKH ODZ RI WKH SWDWH RI 'HODZDUH VKDOO� DV WR DQ\ DFWLRQ LQ
WKH IRUHJRLQJ FODXVHV �L� WKURXJK �LY�� WR WKH IXOOHVW H[WHQW SHUPLWWHG E\ ODZ� EH VROHO\ DQG H[FOXVLYHO\ EURXJKW LQ WKH
'HODZDUH &RXUW RI &KDQFHU\� SURYLGHG� KRZHYHU� WKDW WKH IRUHJRLQJ VKDOO QRW DSSO\ WR DQ\ FODLP �D� DV WR ZKLFK WKH
'HODZDUH &RXUW RI &KDQFHU\ GHWHUPLQHV WKDW WKHUH LV DQ LQGLVSHQVDEOH SDUW\ QRW VXEMHFW WR WKH MXULVGLFWLRQ RI WKH
'HODZDUH &RXUW RI &KDQFHU\ �DQG WKH LQGLVSHQVDEOH SDUW\ GRHV QRW FRQVHQW WR WKH SHUVRQDO MXULVGLFWLRQ RI WKH &RXUW
RI &KDQFHU\ ZLWKLQ WHQ GD\V IROORZLQJ VXFK GHWHUPLQDWLRQ�� �E� ZKLFK LV YHVWHG LQ WKH H[FOXVLYH MXULVGLFWLRQ RI D
FRXUW RU IRUXP RWKHU WKDQ WKH 'HODZDUH &RXUW RI &KDQFHU\� RU �F� DULVLQJ XQGHU IHGHUDO VHFXULWLHV ODZV� LQFOXGLQJ WKH
SHFXULWLHV AFW DV WR ZKLFK WKH IHGHUDO GLVWULFW FRXUWV RI WKH 8QLWHG SWDWHV RI APHULFD VKDOO� WR WKH IXOOHVW H[WHQW
SHUPLWWHG E\ ODZ� EH WKH VROH DQG H[FOXVLYH IRUXP�

NRWZLWKVWDQGLQJ WKH IRUHJRLQJ� WKH SURYLVLRQV RI WKH &KDUWHU GR QRW DSSO\ WR VXLWV EURXJKW WR HQIRUFH DQ\
OLDELOLW\ RU GXW\ FUHDWHG E\ WKH E[FKDQJH AFW� RU DQ\ RWKHU FODLP IRU ZKLFK WKH IHGHUDO GLVWULFW FRXUWV RI WKH 8QLWHG
SWDWHV RI APHULFD VKDOO EH WKH VROH DQG H[FOXVLYH IRUXP� :KLOH SHFWLRQ �� RI WKH SHFXULWLHV AFW FUHDWHV FRQFXUUHQW
MXULVGLFWLRQ IRU IHGHUDO DQG VWDWH FRXUWV RYHU DOO VXLWV EURXJKW WR HQIRUFH DQ\ GXW\ RU OLDELOLW\ FUHDWHG E\ WKH SHFXULWLHV
AFW RU WKH UXOHV DQG UHJXODWLRQV WKHUHXQGHU� SHFWLRQ �� RI WKH E[FKDQJH AFW FUHDWHV H[FOXVLYH IHGHUDO MXULVGLFWLRQ
RYHU DOO VXLWV EURXJKW WR HQIRUFH DQ\ GXW\ RU OLDELOLW\ FUHDWHG E\ WKH E[FKDQJH AFW RU WKH UXOHV DQG UHJXODWLRQV
WKHUHXQGHU�

AQ\ SHUVRQ RU HQWLW\ SXUFKDVLQJ RU RWKHUZLVH DFTXLULQJ DQ\ LQWHUHVW LQ DQ\ VKDUHV RI RXU FDSLWDO VWRFN VKDOO EH
GHHPHG WR KDYH QRWLFH RI DQG WR KDYH FRQVHQWHG WR WKH IRUXP SURYLVLRQV LQ WKH &KDUWHU� II DQ\ DFWLRQ WKH VXEMHFW
PDWWHU RI ZKLFK LV ZLWKLQ WKH VFRSH RI WKH IRUXP SURYLVLRQV LV ILOHG LQ D FRXUW RWKHU WKDQ D FRXUW ORFDWHG ZLWKLQ WKH
SWDWH RI 'HODZDUH �D ³IRUHLJQ DFWLRQ´� LQ WKH QDPH RI DQ\ VWRFNKROGHU� VXFK VWRFNKROGHU VKDOO EH GHHPHG WR KDYH
FRQVHQWHG WR� �[� WKH SHUVRQDO MXULVGLFWLRQ RI WKH VWDWH DQG IHGHUDO FRXUWV ORFDWHG ZLWKLQ WKH SWDWH RI 'HODZDUH LQ
FRQQHFWLRQ ZLWK DQ\ DFWLRQ EURXJKW LQ DQ\ VXFK FRXUW WR HQIRUFH WKH IRUXP SURYLVLRQV �DQ ³HQIRUFHPHQW DFWLRQ´�� DQG
�\� KDYLQJ VHUYLFH RI SURFHVV PDGH XSRQ VXFK VWRFNKROGHU LQ DQ\ VXFK HQIRUFHPHQW DFWLRQ E\ VHUYLFH XSRQ VXFK
VWRFNKROGHU¶V FRXQVHO LQ WKH IRUHLJQ DFWLRQ DV DJHQW IRU VXFK VWRFNKROGHU�

TKLV FKRLFH�RI�IRUXP SURYLVLRQ PD\ OLPLW D VWRFNKROGHU¶V DELOLW\ WR EULQJ D FODLP LQ D MXGLFLDO IRUXP WKDW LW ILQGV
IDYRUDEOH IRU GLVSXWHV ZLWK XV RU RXU GLUHFWRUV� RIILFHUV� VWRFNKROGHUV� DJHQWV RU RWKHU HPSOR\HHV� ZKLFK PD\
GLVFRXUDJH VXFK ODZVXLWV� :H QRWH WKDW WKHUH LV XQFHUWDLQW\ DV WR ZKHWKHU D FRXUW ZRXOG HQIRUFH WKLV SURYLVLRQ� DQG
WKH HQIRUFHDELOLW\ RI VLPLODU FKRLFH RI IRUXP SURYLVLRQV LQ RWKHU FRPSDQLHV¶ FKDUWHU GRFXPHQWV KDV EHHQ FKDOOHQJHG
LQ OHJDO SURFHHGLQJV� FXUWKHU� LQYHVWRUV FDQQRW ZDLYH FRPSOLDQFH ZLWK WKH IHGHUDO VHFXULWLHV ODZV DQG WKH UXOHV DQG
UHJXODWLRQV WKHUHXQGHU� IW LV SRVVLEOH WKDW D FRXUW FRXOG ILQG WKHVH W\SHV RI SURYLVLRQV WR EH LQDSSOLFDEOH RU
XQHQIRUFHDEOH� DQG LI D FRXUW ZHUH WR ILQG WKLV SURYLVLRQ RI WKH &KDUWHU LQDSSOLFDEOH RU XQHQIRUFHDEOH ZLWK UHVSHFW WR
RQH RU PRUH RI WKH VSHFLILHG W\SHV RI DFWLRQV RU SURFHHGLQJV� ZH PD\ LQFXU DGGLWLRQDO FRVWV DVVRFLDWHG ZLWK UHVROYLQJ
VXFK PDWWHUV LQ RWKHU MXULVGLFWLRQV� ZKLFK FRXOG PDWHULDOO\ DQG DGYHUVHO\ DIIHFW RXU EXVLQHVV� ILQDQFLDO FRQGLWLRQ DQG
UHVXOWV RI RSHUDWLRQV DQG UHVXOW LQ D GLYHUVLRQ RI WKH WLPH DQG UHVRXUFHV RI RXU PDQDJHPHQW DQG ERDUG RI GLUHFWRUV�
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Certain significant stockholders and Authentic Brands’ members whose interests may differ from those of our
public stockholders following the Business Combination have the ability to significantly influence our business
and management.

PXUVXDQW WR WKH IQYHVWRU 5LJKWV AJUHHPHQW WKDW ZH KDYH HQWHUHG LQWR DW WKH FRQVXPPDWLRQ RI WKH BXVLQHVV
&RPELQDWLRQ �WKH ³&ORVLQJ´� RQ FHEUXDU\ �� ���� LQ FRQQHFWLRQ ZLWK WKH BXVLQHVV &RPELQDWLRQ� ZH DJUHHG WR
QRPLQDWH WZR GHVLJQHHV E\ EQJDJHG &DSLWDO� LL&� D 'HODZDUH OLPLWHG OLDELOLW\ FRPSDQ\ DQG PHPEHU RI SLOYHUBR[
EQJDJHG SSRQVRU LL&� D 'HODZDUH OLPLWHG OLDELOLW\ FRPSDQ\� �WKH ³SSRQVRU´�� DQG LWV DIILOLDWHV �³EQJDJHG &DSLWDO´�
�RQ EHKDOI RI FHUWDLQ DIILOLDWHV RI EQJDJHG &DSLWDO �WKH ³EQJDJHG ETXLW\KROGHUV´�� DQG WKUHH GHVLJQHHV E\ EYDQ
HDIHU �LQFOXGLQJ KLPVHOI� WR VHUYH RQ RXU BRDUG IRU VR ORQJ DV HDFK RI WKHP DQG WKHLU UHVSHFWLYH DIILOLDWHV DQG
VSHFLILHG IDPLO\ PHPEHUV EHQHILFLDOO\ RZQ FHUWDLQ VSHFLILHG SHUFHQWDJHV RI FHUWDLQ HFRQRPLF LQWHUHVWV LQ WKH
&RPSDQ\ DQG AXWKHQWLF BUDQGV KHOG DV RI WKH &ORVLQJ� ZLWKRXW GXSOLFDWLRQ� IQ DGGLWLRQ� XQWLO WKH ILIWK DQQLYHUVDU\ RI
WKH &ORVLQJ� WKH SSRQVRU� WKH EQJDJHG ETXLW\KROGHUV DQG FHUWDLQ RWKHU HTXLW\KROGHUV SDUW\ WR WKH IQYHVWRU 5LJKWV
AJUHHPHQW KDYH DJUHHG WR YRWH DOO RI WKHLU YRWLQJ VWRFN ZLWK UHVSHFW WR HOHFWLRQ DQG UHPRYDO RI GLUHFWRUV DV GLUHFWHG
E\ EYDQ HDIHU� SHSDUDWHO\� FHUWDLQ VSHFLILF DFWLRQV VKDOO EH DSSURYHG E\ WZR�WKLUGV RI WKH GLUHFWRUV WKHQ LQ RIILFH� AV
D UHVXOW� EYDQ HDIHU HIIHFWLYHO\ FRQWUROV D PDMRULW\ RI WKH YRWHV RQ GLUHFWRU HOHFWLRQV DQG UHPRYDOV� AFFRUGLQJO\�
EYDQ HDIHU LV DEOH WR VLJQLILFDQWO\ LQIOXHQFH WKH DSSURYDO RI DFWLRQV UHTXLULQJ RXU BRDUG¶V DSSURYDO WKURXJK LWV
YRWLQJ SRZHU� EYDQ HDIHU UHWDLQV VLJQLILFDQW LQIOXHQFH ZLWK UHVSHFW WR RXU PDQDJHPHQW� EXVLQHVV SODQV DQG SROLFLHV�
LQFOXGLQJ WKH DSSRLQWPHQW DQG UHPRYDO RI RXU RIILFHUV� IQ SDUWLFXODU� EYDQ HDIHU FRXOG LQIOXHQFH ZKHWKHU
DFTXLVLWLRQV� GLVSRVLWLRQV DQG RWKHU FKDQJH RI FRQWURO WUDQVDFWLRQV DUH DSSURYHG�

We may issue additional shares of our Class A Common Stock or other equity securities without your approval,
which would dilute your ownership interests and may depress the market price of your shares.

:H PD\ LVVXH DGGLWLRQDO VKDUHV RI RXU &ODVV A &RPPRQ SWRFN RU RWKHU HTXLW\ VHFXULWLHV RI HTXDO RU VHQLRU UDQN
LQ WKH IXWXUH LQ FRQQHFWLRQ ZLWK� DPRQJ RWKHU WKLQJV� IXWXUH DFTXLVLWLRQV� UHSD\PHQW RI RXWVWDQGLQJ LQGHEWHGQHVV RU
XQGHU RXU LQFHQWLYH SODQV� ZLWKRXW VWRFNKROGHU DSSURYDO� LQ D QXPEHU RI FLUFXPVWDQFHV�

OXU LVVXDQFH RI DGGLWLRQDO VKDUHV RI RXU &ODVV A &RPPRQ SWRFN RU RWKHU HTXLW\ VHFXULWLHV RI HTXDO RU VHQLRU
UDQN FRXOG KDYH WKH IROORZLQJ HIIHFWV�

\RXU SURSRUWLRQDWH RZQHUVKLS LQWHUHVW LQ WKH &RPSDQ\ ZLOO GHFUHDVH�
WKH UHODWLYH YRWLQJ VWUHQJWK RI HDFK SUHYLRXVO\ RXWVWDQGLQJ VKDUH RI FRPPRQ VWRFN PD\ EH GLPLQLVKHG� RU
WKH PDUNHW SULFH RI \RXU VKDUHV RI RXU &ODVV A &RPPRQ SWRFN PD\ GHFOLQH�

A significant portion of our shares of Class A Common Stock are available for immediate resale by certain
existing shareholders and may be sold into the market in the future. Sales of our Class A Common Stock by our
existing shareholders may cause the market price of our Class A Common Stock to drop significantly, even if our
business is doing well.

A VLJQLILFDQW SRUWLRQ RI RXU RXWVWDQGLQJ VKDUHV RI FRPPRQ VWRFN DUH DYDLODEOH IRU LPPHGLDWH UHVDOH XQGHU WKH
5XOH ��� H[HPSWLRQ SURPXOJDWHG XQGHU WKH SHFXULWLHV AFW �VXEMHFW WR DSSOLFDEOH OLPLWDWLRQV� DQG�RU DQ HIIHFWLYH
UHVDOH UHJLVWUDWLRQ VWDWHPHQW� TKH PDUNHW SULFH RI VKDUHV RI RXU &ODVV A &RPPRQ SWRFN FRXOG GHFOLQH DV D UHVXOW RI
VXEVWDQWLDO VDOHV RI RXU &ODVV A &RPPRQ SWRFN E\ KROGHUV WKHUHRI� LQFOXGLQJ EYDQ HDIHU� RU WKH SHUFHSWLRQ LQ WKH
PDUNHW WKDW KROGHUV RI D ODUJH QXPEHU RI VKDUHV LQWHQG WR VHOO WKHLU VKDUHV� SDOHV RI D VXEVWDQWLDO QXPEHU RI VKDUHV RI
RXU &ODVV A &RPPRQ SWRFN LQ WKH SXEOLF PDUNHW FRXOG RFFXU DW DQ\ WLPH�
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IQ DGGLWLRQ� FHUWDLQ KROGHUV RI RXU VKDUHV RI FRPPRQ VWRFN SXUFKDVHG WKHLU VHFXULWLHV DW GLIIHUHQW SULFHV� VRPH DW
SULFHV VLJQLILFDQWO\ EHORZ WKH FXUUHQW WUDGLQJ SULFH RI VXFK VHFXULWLHV DQG VRPH UHFHLYHG WKHLU VKDUHV ZLWKRXW DQ\
FDVK FRQVLGHUDWLRQ� SXFK KROGHUV PD\ SRWHQWLDOO\ PDNH D VLJQLILFDQW SURILW ZLWK WKH VDOH RI WKHLU VKDUHV RI FRPPRQ
VWRFN GHSHQGLQJ RQ WKH WUDGLQJ SULFH RI WKH &RPSDQ\¶V FRPPRQ VWRFN DW WKH WLPH RI D VDOH DQG WKH SXUFKDVH SULFH RI
VXFK FRPPRQ VWRFN E\ VXFK KROGHUV� :KLOH WKH VHOOLQJ KROGHUV PD\ H[SHULHQFH D SRVLWLYH UDWH RI UHWXUQ EDVHG RQ WKH
WUDGLQJ SULFH RI WKH &RPSDQ\¶V FRPPRQ VWRFN� WKH SXEOLF KROGHUV RI WKH &RPSDQ\¶V FRPPRQ VWRFN PD\ QRW
H[SHULHQFH D VLPLODU UDWH RI UHWXUQ RQ WKH FRPPRQ VWRFN WKH\ SXUFKDVHG GXH WR GLIIHUHQFHV LQ WKH DSSOLFDEOH SXUFKDVH
SULFH DQG WUDGLQJ SULFH�

We are an emerging growth company within the meaning of the Securities Act, and if we take advantage of
certain exemptions from disclosure requirements available to emerging growth companies, this could make our
securities less attractive to investors and may make it more difficult to compare our performance with other
public companies.

:H DUH GHVLJQDWHG DV DQ ³HPHUJLQJ JURZWK FRPSDQ\´ ZLWKLQ WKH PHDQLQJ RI WKH SHFXULWLHV AFW� DV PRGLILHG E\
WKH -OBS AFW� DQG ZH PD\ WDNH DGYDQWDJH RI FHUWDLQ H[HPSWLRQV IURP YDULRXV UHSRUWLQJ UHTXLUHPHQWV WKDW DUH
DSSOLFDEOH WR RWKHU SXEOLF FRPSDQLHV WKDW DUH QRW HPHUJLQJ JURZWK FRPSDQLHV LQFOXGLQJ� EXW QRW OLPLWHG WR� QRW EHLQJ
UHTXLUHG WR FRPSO\ ZLWK WKH DXGLWRU DWWHVWDWLRQ UHTXLUHPHQWV RI SHFWLRQ ��� RI WKH SDUEDQHV�O[OH\ AFW� UHGXFHG
GLVFORVXUH REOLJDWLRQV UHJDUGLQJ H[HFXWLYH FRPSHQVDWLRQ LQ WKH SHULRGLF UHSRUWV DQG SUR[\ VWDWHPHQWV� DQG
H[HPSWLRQV IURP WKH UHTXLUHPHQWV RI KROGLQJ D QRQELQGLQJ DGYLVRU\ YRWH RQ H[HFXWLYH FRPSHQVDWLRQ DQG
VWRFNKROGHU DSSURYDO RI DQ\ JROGHQ SDUDFKXWH SD\PHQWV QRW SUHYLRXVO\ DSSURYHG� AV D UHVXOW� RXU VWRFNKROGHUV PD\
QRW KDYH DFFHVV WR FHUWDLQ LQIRUPDWLRQ WKH\ PD\ GHHP LPSRUWDQW� :H FRXOG EH DQ HPHUJLQJ JURZWK FRPSDQ\ IRU XS
WR ILYH \HDUV� DOWKRXJK FLUFXPVWDQFHV FRXOG FDXVH XV WR ORVH WKDW VWDWXV HDUOLHU� LQFOXGLQJ LI WKH PDUNHW YDOXH RI RXU
&ODVV A &RPPRQ SWRFN KHOG E\ QRQ�DIILOLDWHV H[FHHGV ���� PLOOLRQ DV RI DQ\ -XQH �� EHIRUH WKDW WLPH� LQ ZKLFK
FDVH ZH ZRXOG QR ORQJHU EH DQ HPHUJLQJ JURZWK FRPSDQ\ DV RI WKH IROORZLQJ 'HFHPEHU ��� :H FDQQRW SUHGLFW
ZKHWKHU LQYHVWRUV ZLOO ILQG RXU VHFXULWLHV OHVV DWWUDFWLYH LI ZH UHO\ RQ WKHVH H[HPSWLRQV� II VRPH LQYHVWRUV ILQG RXU
VHFXULWLHV OHVV DWWUDFWLYH DV D UHVXOW RI RXU UHOLDQFH RQ WKHVH H[HPSWLRQV� WKH WUDGLQJ SULFHV RI RXU VHFXULWLHV PD\ EH
ORZHU WKDQ WKH\ RWKHUZLVH ZRXOG EH� WKHUH PD\ EH D OHVV DFWLYH WUDGLQJ PDUNHW IRU RXU VHFXULWLHV DQG WKH WUDGLQJ
SULFHV RI RXU VHFXULWLHV PD\ EH PRUH YRODWLOH�

FXUWKHU� SHFWLRQ ����E���� RI WKH -OBS AFW H[HPSWV HPHUJLQJ JURZWK FRPSDQLHV IURP EHLQJ UHTXLUHG WR
FRPSO\ ZLWK QHZ RU UHYLVHG ILQDQFLDO DFFRXQWLQJ VWDQGDUGV XQWLO SULYDWH FRPSDQLHV �WKDW LV� WKRVH WKDW KDYH QRW KDG D
SHFXULWLHV AFW UHJLVWUDWLRQ VWDWHPHQW GHFODUHG HIIHFWLYH RU GR QRW KDYH D FODVV RI VHFXULWLHV UHJLVWHUHG XQGHU WKH
E[FKDQJH AFW� DUH UHTXLUHG WR FRPSO\ ZLWK WKH QHZ RU UHYLVHG ILQDQFLDO DFFRXQWLQJ VWDQGDUGV� TKH -OBS AFW
SURYLGHV WKDW D FRPSDQ\ FDQ HOHFW WR RSW RXW RI WKH H[WHQGHG WUDQVLWLRQ SHULRG DQG FRPSO\ ZLWK WKH UHTXLUHPHQWV WKDW
DSSO\ WR QRQ�HPHUJLQJ JURZWK FRPSDQLHV EXW DQ\ VXFK DQ HOHFWLRQ WR RSW RXW LV LUUHYRFDEOH� :H KDYH HOHFWHG QRW WR
RSW RXW RI VXFK H[WHQGHG WUDQVLWLRQ SHULRG ZKLFK PHDQV WKDW ZKHQ D VWDQGDUG LV LVVXHG RU UHYLVHG DQG LW KDV GLIIHUHQW
DSSOLFDWLRQ GDWHV IRU SXEOLF RU SULYDWH FRPSDQLHV� ZH� DV DQ HPHUJLQJ JURZWK FRPSDQ\� FDQ DGRSW WKH QHZ RU UHYLVHG
VWDQGDUG DW WKH WLPH SULYDWH FRPSDQLHV DGRSW WKH QHZ RU UHYLVHG VWDQGDUG� TKLV PD\ PDNH FRPSDULVRQ RI RXU
ILQDQFLDO VWDWHPHQWV ZLWK DQRWKHU SXEOLF FRPSDQ\ ZKLFK LV QHLWKHU DQ HPHUJLQJ JURZWK FRPSDQ\ QRU DQ HPHUJLQJ
JURZWK FRPSDQ\ ZKLFK KDV RSWHG RXW RI XVLQJ WKH H[WHQGHG WUDQVLWLRQ SHULRG GLIILFXOW RU LPSRVVLEOH EHFDXVH RI WKH
SRWHQWLDO GLIIHUHQFHV LQ DFFRXQWDQW VWDQGDUGV XVHG�

We are subject to rules and regulations regarding our internal control over financial reporting. Failure to
establish and maintain effective internal controls in accordance with Section 404 of the Sarbanes-Oxley Act
could have a material adverse effect on our business.

AV D SXEOLF FRPSDQ\� ZH DUH UHTXLUHG WR FRPSO\ ZLWK WKH SE&¶V UXOHV LPSOHPHQWLQJ SHFWLRQV ��� DQG ��� RI
WKH SDUEDQHV�O[OH\ AFW� ZKLFK UHTXLUH PDQDJHPHQW WR FHUWLI\ ILQDQFLDO DQG RWKHU LQIRUPDWLRQ LQ RXU TXDUWHUO\ DQG
DQQXDO
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UHSRUWV DQG SURYLGH DQ DQQXDO PDQDJHPHQW UHSRUW RQ WKH HIIHFWLYHQHVV RI LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ�
TR
FRPSO\ ZLWK WKH UHTXLUHPHQWV RI EHLQJ D SXEOLF FRPSDQ\� ZH DUH UHTXLUHG WR SURYLGH DWWHVWDWLRQ RQ LQWHUQDO FRQWUROV�
LLNHZLVH� RXU LQGHSHQGHQW UHJLVWHUHG SXEOLF DFFRXQWLQJ ILUP ZLOO EH UHTXLUHG WR SURYLGH DQ DWWHVWDWLRQ UHSRUW RQ WKH
HIIHFWLYHQHVV RI RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ DW VXFK WLPH DV ZH FHDVH WR EH DQ HPHUJLQJ JURZWK
FRPSDQ\�

:H H[SHFW WR LQFXU FRVWV WR HQKDQFH RXU LQWHUQDO FRQWURO HQYLURQPHQW LQ XSFRPLQJ \HDU� II ZH LGHQWLI\ PDWHULDO
ZHDNQHVVHV LQ RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ RU LI ZH DUH XQDEOH WR FRPSO\ ZLWK WKH GHPDQGV SODFHG
XSRQ XV
DV D SXEOLF FRPSDQ\� LQFOXGLQJ WKH UHTXLUHPHQWV RI SHFWLRQ ��� RI WKH SDUEDQHV�O[OH\ AFW� LQ D WLPHO\ PDQQHU� ZH
PD\ EH
XQDEOH WR DFFXUDWHO\ UHSRUW RXU ILQDQFLDO UHVXOWV� RU UHSRUW WKHP ZLWKLQ WKH WLPHIUDPHV UHTXLUHG E\ WKH SE&� :H DOVR
FRXOG
EHFRPH VXEMHFW WR VDQFWLRQV RU LQYHVWLJDWLRQV E\ WKH SE& RU RWKHU UHJXODWRU\ DXWKRULWLHV� IQ DGGLWLRQ� LI ZH DUH
XQDEOH WR
DVVHUW WKDW RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LV HIIHFWLYH� RU LI RXU LQGHSHQGHQW UHJLVWHUHG SXEOLF
DFFRXQWLQJ ILUP
LV XQDEOH WR H[SUHVV DQ RSLQLRQ DV WR WKH HIIHFWLYHQHVV RI RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ� ZKHQ UHTXLUHG�
LQYHVWRUV PD\ ORVH FRQILGHQFH LQ WKH DFFXUDF\ DQG FRPSOHWHQHVV RI RXU ILQDQFLDO UHSRUWV� ZH PD\ IDFH UHVWULFWHG
DFFHVV WR
WKH FDSLWDO PDUNHWV DQG RXU VWRFN SULFH PD\ EH DGYHUVHO\ DIIHFWHG�

We are a “controlled company” within the meaning of NYSE rules and, as a result, we qualify for exemptions
from certain corporate governance requirements. Our stockholders do not have the same protections afforded to
stockholders of companies that are subject to such requirements.

OXU IRXQGHU� EYDQ HDIHU� EHQHILFLDOO\ RZQV DSSUR[LPDWHO\ ��� RI WKH FRPELQHG YRWLQJ SRZHU RI RXU YRWLQJ
VHFXULWLHV� AV D UHVXOW� ZH DUH D ³FRQWUROOHG FRPSDQ\´ ZLWKLQ WKH PHDQLQJ RI WKH NYSE FRUSRUDWH JRYHUQDQFH
VWDQGDUGV� 8QGHU WKHVH FRUSRUDWH JRYHUQDQFH VWDQGDUGV� D FRPSDQ\ RI ZKLFK PRUH WKDQ ��� RI WKH YRWLQJ SRZHU LQ
WKH HOHFWLRQ RI GLUHFWRUV LV KHOG E\ DQ LQGLYLGXDO� JURXS RU DQRWKHU FRPSDQ\ LV D ³FRQWUROOHG FRPSDQ\´ DQG PD\ HOHFW
QRW WR FRPSO\ ZLWK FHUWDLQ FRUSRUDWH JRYHUQDQFH UHTXLUHPHQWV� FRU H[DPSOH� FRQWUROOHG FRPSDQLHV�

DUH QRW UHTXLUHG WR KDYH D ERDUG WKDW LV FRPSRVHG RI D PDMRULW\ RI ³LQGHSHQGHQW GLUHFWRUV�´ DV GHILQHG XQGHU
WKH NYSE UXOHV�
DUH QRW UHTXLUHG WR KDYH D FRPSHQVDWLRQ FRPPLWWHH WKDW LV FRPSRVHG HQWLUHO\ RI LQGHSHQGHQW GLUHFWRUV� DQG
DUH QRW UHTXLUHG WR KDYH GLUHFWRU QRPLQDWLRQV EH PDGH� RU UHFRPPHQGHG WR WKH IXOO ERDUG RI GLUHFWRUV� E\ LWV
LQGHSHQGHQW GLUHFWRUV RU E\ D QRPLQDWLRQV FRPPLWWHH WKDW LV FRPSRVHG HQWLUHO\ RI LQGHSHQGHQW GLUHFWRUV�

AFFRUGLQJO\� RXU VWRFNKROGHUV ZLOO QRW KDYH WKH VDPH SURWHFWLRQV DIIRUGHG WR VWRFNKROGHUV RI FRPSDQLHV WKDW DUH
VXEMHFW WR DOO RI WKH FRUSRUDWH JRYHUQDQFH UHTXLUHPHQWV RI WKH NYSE�

Our management has limited experience in operating a public company.

&HUWDLQ RI RXU H[HFXWLYH RIILFHUV DQG FHUWDLQ GLUHFWRUV KDYH OLPLWHG H[SHULHQFH LQ WKH PDQDJHPHQW RI D SXEOLFO\
WUDGHG FRPSDQ\� OXU PDQDJHPHQW WHDP PD\ QRW VXFFHVVIXOO\ RU HIIHFWLYHO\ PDQDJH RXU WUDQVLWLRQ WR D SXEOLF
FRPSDQ\ WKDW LV VXEMHFW WR VLJQLILFDQW UHJXODWRU\ RYHUVLJKW DQG UHSRUWLQJ REOLJDWLRQV XQGHU IHGHUDO VHFXULWLHV ODZV�
TKHLU OLPLWHG H[SHULHQFH LQ GHDOLQJ ZLWK WKH LQFUHDVLQJO\ FRPSOH[ ODZV SHUWDLQLQJ WR SXEOLF FRPSDQLHV FRXOG EH D
VLJQLILFDQW GLVDGYDQWDJH LQ WKDW LW LV OLNHO\ WKDW DQ LQFUHDVLQJ DPRXQW RI WKHLU WLPH PD\ EH GHYRWHG WR WKHVH DFWLYLWLHV
ZKLFK ZLOO UHVXOW LQ OHVV WLPH EHLQJ GHYRWHG WR WKH PDQDJHPHQW DQG JURZWK RI WKH &RPSDQ\� IW LV SRVVLEOH WKDW ZH
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ZLOO EH UHTXLUHG WR H[SDQG RXU HPSOR\HH EDVH DQG KLUH DGGLWLRQDO HPSOR\HHV WR VXSSRUW RXU RSHUDWLRQV DV D SXEOLF
FRPSDQ\ ZKLFK ZLOO LQFUHDVH RXU RSHUDWLQJ FRVWV LQ IXWXUH SHULRGV�

Because there are no current plans to pay cash dividends on our Class A common stock for the foreseeable
future, you
may not receive any return on investment unless you sell your Class A common stock for a price greater than that
which
you paid for it.

TKH &RPSDQ\ LQWHQGV WR UHWDLQ IXWXUH HDUQLQJV� LI DQ\� IRU XVH LQ WKH &RPSDQ\¶V EXVLQHVV RSHUDWLRQV DQG WKHUH
DUH
QR FXUUHQW SODQV WR SD\ DQ\ FDVK GLYLGHQGV IRU WKH IRUHVHHDEOH IXWXUH� TKH GHFODUDWLRQ� DPRXQW DQG SD\PHQW RI DQ\
IXWXUH
GLYLGHQGV RQ VKDUHV RI &ODVV A FRPPRQ VWRFN ZLOO EH DW WKH VROH GLVFUHWLRQ RI WKH BRDUG� TKH BRDUG PD\ WDNH LQWR
DFFRXQW
JHQHUDO DQG HFRQRPLF FRQGLWLRQV� RXU ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV� RXU DYDLODEOH FDVK DQG FXUUHQW
DQG
DQWLFLSDWHG FDVK QHHGV� FDSLWDO UHTXLUHPHQWV� FRQWUDFWXDO� OHJDO� WD[� DQG UHJXODWRU\ UHVWULFWLRQV� LPSOLFDWLRQV RQ WKH
SD\PHQW RI GLYLGHQGV E\ XV WR RXU VWRFNKROGHUV RU E\ RXU VXEVLGLDULHV WR XV DQG VXFK RWKHU IDFWRUV DV RXU BRDUG PD\
GHHP
UHOHYDQW� AV D UHVXOW� VWRFNKROGHUV PXVW UHO\ RQ WKHLU VDOHV RI &ODVV A FRPPRQ VWRFN DIWHU DSSUHFLDWLRQ� ZKLFK PD\
QHYHU RFFXU� DV WKH RQO\ ZD\ WR UHDOL]H DQ\ IXWXUH JDLQV RQ WKHLU LQYHVWPHQWV�

NRQH�

TKH PDWHULDO SURSHUWLHV XVHG E\ WKH &RPSDQ\ LQ FRQQHFWLRQ ZLWK LWV URDVWLQJ� PDQXIDFWXULQJ� ZDUHKRXVLQJ�
GLVWULEXWLRQ DQG FRUSRUDWH DGPLQLVWUDWLYH RSHUDWLRQV DV IROORZV�

SDOW LDNH &LW\� 8T ������ H4� &RUSRUDWH DQG
0DQXIDFWXULQJ OZQHG

SDQ AQWRQLR� T; ������ &RUSRUDWH OZQHG
0DQFKHVWHU� TN ������ &RUSRUDWH DQG 0DQXIDFWXULQJ OZQHG

AV RI 'HFHPEHU ��� ����� WKH &RPSDQ\ KDG ILIWHHQ &RPSDQ\�RSHUDWHG VWRUHV� PRVW RI ZKLFK DUH OHDVHG� IQ
DGGLWLRQ WR WKH ORFDWLRQV OLVWHG DERYH� ZH KROG LQYHQWRU\ DW YDULRXV ORFDWLRQV PDQDJHG E\ WKLUG�SDUW\ ZDUHKRXVHV�
:H EHOLHYH RXU H[LVWLQJ IDFLOLWLHV� ERWK RZQHG DQG OHDVHG� DUH LQ JRRG FRQGLWLRQ DQG VXLWDEOH IRU WKH FRQGXFW RI RXU
EXVLQHVV�

FURP WLPH WR WLPH� ZH DUH DQG PD\ EHFRPH LQYROYHG LQ OHJDO SURFHHGLQJV UHODWLQJ WR FODLPV DULVLQJ IURP WKH
RUGLQDU\ FRXUVH RI EXVLQHVV DV ZHOO DV RWKHU PDWWHUV� E[FHSW DV GHVFULEHG EHORZ� RXU PDQDJHPHQW EHOLHYHV WKDW WKHUH
DUH FXUUHQWO\ QR FODLPV RU DFWLRQV SHQGLQJ DJDLQVW XV� WKH XOWLPDWH GLVSRVLWLRQ RI ZKLFK FRXOG KDYH D PDWHULDO
DGYHUVH HIIHFW RQ RXU UHVXOWV RI RSHUDWLRQV� ILQDQFLDO FRQGLWLRQ RU FDVK IORZV�
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OQ ASULO ��� ����� TDQJ &DSLWDO PDUWQHUV� LP �³TDQJ &DSLWDO´� ILOHG D ODZVXLW LQ IHGHUDO GLVWULFW FRXUW LQ NHZ
YRUN DJDLQVW WKH &RPSDQ\� Tang Capital Partners, LP v. BRC Inc.� &DVH ���&9����� �5:L� �SRXWKHUQ 'LVWULFW RI
NHZ YRUN�� TKH FRPSODLQW DOOHJHV WKDW WKH TDQJ &DSLWDO VXIIHUHG GDPDJHV DULVLQJ IURP WKH &RPSDQ\¶V UHIXVDO RQ
WZR RFFDVLRQV WR SHUPLW TDQJ &DSLWDO WR H[HUFLVH ZDUUDQWV� OQ 0DUFK �� ����� WKH FRXUW JUDQWHG WKH &RPSDQ\¶V
PRWLRQ WR GLVPLVV D FODLP IRU GHFODUDWRU\ MXGJPHQW EXW GHQLHG WKH &RPSDQ\¶V PRWLRQ WR GLVPLVV D EUHDFK RI FRQWUDFW
FODLP� TKH &RPSDQ\ EHOLHYHV WKDW LW KDV PHULWRULRXV GHIHQVHV WR WKH FODLP DVVHUWHG DJDLQVW LW DQG ZLOO GHIHQG LWVHOI
YLJRURXVO\ LQ WKHVH SURFHHGLQJV� KRZHYHU� WKHUH FDQ EH QR DVVXUDQFHV WKDW LW ZLOO EH VXFFHVVIXO LQ LWV HIIRUWV�

NRW DSSOLFDEOH�

TKH IROORZLQJ LV D OLVW RI QDPHV� DJHV DQG EDFNJURXQGV RI RXU FXUUHQW H[HFXWLYH RIILFHUV�

5RODQG SPLWK �� E[HFXWLYH &KDLUPDQ� 'LUHFWRU

EYDQ HDIHU �� &KLHI E[HFXWLYH OIILFHU� 'LUHFWRU

0DW BHVW �� &KLHI BUDQGLQJ OIILFHU

TRP 'DYLQ �� &R�&KLHI E[HFXWLYH OIILFHU� 'LUHFWRU

GUHJ IYHUVRQ �� &KLHI FLQDQFLDO OIILFHU

KULVWLQD BUDHQGHO �SPLWK� �� &KLHI AFFRXQWLQJ OIILFHU

TRE\ -RKQVRQ �� &KLHI OSHUDWLRQV OIILFHU

AQGUHZ 0F&RUPLFN �� GHQHUDO &RXQVHO DQG &RUSRUDWH SHFUHWDU\

HHDWK NLHOVHQ �� &KLHI 5HWDLO OIILFHU

LV E[HFXWLYH &KDLUPDQ RI RXU BRDUG� DQG KDV EHHQ D PHPEHU RI RXU BRDUG VLQFH FHEUXDU\ �����
0U� SPLWK LV FXUUHQWO\ &KDLUPDQ RI WKH BRDUG RI -DFN¶V FDPLO\ 5HVWDXUDQWV� IQF� DQG 'LUHFWRU RI &DOLEHU IQF� HH
SUHYLRXVO\ VHUYHG DV &KDLUPDQ DQG &KLHI E[HFXWLYH OIILFHU RI OIILFH 'HSRW� IQF�� D OHDGLQJ JOREDO SURYLGHU RI
SURGXFWV� VHUYLFHV� DQG VROXWLRQV IRU HYHU\ ZRUNSODFH� IURP NRYHPEHU ���� XQWLO FHEUXDU\ ����� PULRU WR MRLQLQJ
OIILFH 'HSRW� 0U� SPLWK VHUYHG DV WKH PUHVLGHQW DQG &KLHI E[HFXWLYH OIILFHU RI 'HOKDL]H APHULFD� LL&� WKH 8�S�
GLYLVLRQ RI 'HOKDL]H GURXS� DQG E[HFXWLYH 9LFH PUHVLGHQW RI 'HOKDL]H GURXS� DQ LQWHUQDWLRQDO IRRG UHWDLOHU� IURP
OFWREHU ���� WR SHSWHPEHU ����� 0U� SPLWK ZDV D SSHFLDO AGYLVRU WR TKH :HQG\¶V &RPSDQ\� D UHVWDXUDQW RZQHU�
RSHUDWRU DQG IUDQFKLVRU� IURP SHSWHPEHU ���� WR 'HFHPEHU ���� DQG VHUYHG DV PUHVLGHQW DQG &KLHI E[HFXWLYH
OIILFHU IURP -XO\ ���� WR SHSWHPEHU ����� 0U� SPLWK VHUYHG DV PUHVLGHQW DQG &KLHI E[HFXWLYH OIILFHU RI
:HQG\¶V�AUE\¶V GURXS� IQF� DQG &KLHI E[HFXWLYH OIILFHU RI :HQG\¶V IQWHUQDWLRQDO� IQF� IURP SHSWHPEHU ���� WR
-XO\ ����� 0U� SPLWK DOVR VHUYHG DV &KLHI E[HFXWLYH OIILFHU RI TULDUF &RPSDQLHV� IQF� IURP -XQH ���� WR
SHSWHPEHU ����� DQG WKH &KLHI E[HFXWLYH OIILFHU RI AUE\¶V 5HVWDXUDQW GURXS� IQF�� D UHVWDXUDQW RZQHU� RSHUDWRU DQG
IUDQFKLVRU� IURP ASULO ���� WR -XO\ ����� HH SUHYLRXVO\ VHUYHG DV &KDLUPDQ RI WKH BRDUG RI �� HRXU FLWQHVV 8SA�
IQF� DQG BLJ -DFN HROGLQJV &RUS�� 'LUHFWRU DQG &KDLUPDQ RI WKH BRDUG RI &DUPLNH &LQHPDV� IQF�� 'LUHFWRU RI TKH
:HQG\¶V &RPSDQ\� 'LUHFWRU RI :HQG\¶V�AUE\¶V GURXS� IQF�� DQG 'LUHFWRU RI 'XQNLQ¶ BUDQGV GURXS� IQF�

IRXQGHG WKH &RPSDQ\ LQ ���� DQG KDV EHHQ &KLHI E[HFXWLYH OIILFHU VLQFH LWV LQFHSWLRQ� HH LV D
GLUHFWRU DQG VHUYHG DV &KDLUPDQ RI WKH BRDUG IURP RXU LQFHSWLRQ WR -XO\ ����� PULRU WR IRXQGLQJ WKH &RPSDQ\� 0U�
HDIHU KDG ILIWHHQ \HDUV RI VHUYLFH LQ WKH 8�S� PLOLWDU\ DQG ZRUNHG DV D FRQWUDFWRU IRU WKH &IA� AV D PHPEHU RI WKH
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PLOLWDU\� KH VHUYHG DV D GUHHQ BHUHW ZLWK WKH ��WK SSHFLDO FRUFHV GURXS DQG ZDV GHSOR\HG RYHUVHDV PXOWLSOH WLPHV�
0U� HDIHU DWWHQGHG WKH 8QLYHUVLW\ RI IGDKR DQG KDV EHHQ URDVWLQJ FRIIHH VLQFH �����

FR�IRXQGHG WKH &RPSDQ\ ZLWK 0U� HDIHU DQG KDV VHUYHG DV WKH &RPSDQ\¶V &KLHI BUDQGLQJ OIILFHU
VLQFH WKH &RPSDQ\¶V LQFHSWLRQ� PULRU WR FR�IRXQGLQJ WKH &RPSDQ\� KH IRXQGHG AUWLFOH �� &ORWKLQJ� DQG FUHDWHG
PXOWLSOH EUDQGV� VXFK DV LHDGVOLQJHUV SSLULWV DQG WKH 'ULQNLQ¶ BURV PRGFDVW� :KHQ VHUYLQJ LQ WKH 8�S� PLOLWDU\� 0U�
BHVW GHSOR\HG ILYH WLPHV WR IUDT DQG AIJKDQLVWDQ� VHUYLQJ XQGHU WKH �QG 5DQJHU BDWWDOLRQ� ��WK 5DQJHU 5HJLPHQW�
AIWHU KLV PLOLWDU\ VHUYLFH� KH GLG FRQWUDFW ZRUN IRU WKH &IA IRU ILYH \HDUV� 0U� BHVW KROGV D B�L�A� IURP AVKIRUG
8QLYHUVLW\�

KDV VHUYHG DV &R�&KLHI E[HFXWLYH OIILFHU RI WKH &RPSDQ\ VLQFH -DQXDU\ ���� DQG KDV VHUYHG DV D
'LUHFWRU VLQFH SHSWHPEHU ����� PULRU WR MRLQLQJ WKH &RPSDQ\� 0U� 'DYLQ ZDV WKH &KLHI E[HFXWLYH OIILFHU RI ����
TDFWLFDO IURP ���� WR ���� DQG &KLHI E[HFXWLYH OIILFHU RI PDQGD 5HVWDXUDQW GURXS IURP ���� WR ����� HH ZDV WKH
&KLHI OSHUDWLQJ OIILFHU RI TDFR BHOO IURP ���� WR ����� 0U� 'DYLQ EHJDQ KLV EXVLQHVV FDUHHU LQ WKH PHUJHU DQG
DFTXLVLWLRQ JURXSV DW GROGPDQ SDFKV DQG PHSVL&R� HH LV SUHVHQWO\ RQ WKH ERDUG RI GLUHFWRUV RI BDFNFRXQWU\�FRP�
PHDU SSRUWV� LL&� DQG ZDV SUHYLRXVO\ D PHPEHU RI WKH ERDUGV RI ODNOH\ DQG =XPLH]� 0U� 'DYLQ VHUYHG DV D 8�S�
0DULQH &RUSV LQIDQWU\ RIILFHU DQG 5HFRQ 0DULQH� REWDLQLQJ WKH UDQN RI &DSWDLQ� 0U� 'DYLQ JUDGXDWHG IURP 'XNH
8QLYHUVLW\ DQG HDUQHG D 0BA IURP HDUYDUG BXVLQHVV SFKRRO�

KDV VHUYHG DV &KLHI FLQDQFLDO OIILFHU RI WKH &RPSDQ\ VLQFH ASULO ����� PULRU WR WKDW� 0U� IYHUVRQ
ZDV &KLHI FLQDQFLDO OIILFHU RI OYHUVWRFN�FRP� IQF� IURP ASULO ���� WR SHSWHPEHU ����� PULRU WR MRLQLQJ OYHUVWRFN�
KH VHUYHG DV &KLHI FLQDQFLDO OIILFHU RI ASROOR EGXFDWLRQ GURXS� IQF� IURP OFWREHU ���� WR 0DUFK ���� DQG DV WKH
&KLHI AFFRXQWLQJ OIILFHU DQG TUHDVXUHU IURP ASULO ���� WR OFWREHU ����� HH DOVR VHUYHG DV WKH 'LUHFWRU RI
FLQDQFLDO 5HSRUWLQJ DW 8S ALUZD\V GURXS� IQF� �VXEVHTXHQWO\ DFTXLUHG E\ APHULFDQ ALUOLQHV�� DQG EHJDQ KLV FDUHHU
LQ WKH DXGLW DQG DGYLVRU\ SUDFWLFHV RI AUWKXU AQGHUVHQ� LLP DQG 'HORLWWH 	 TRXFKH� LLP� LQ PKRHQL[� AUL]RQD� 0U�
IYHUVRQ JUDGXDWHG VXPPD FXP ODXGH ZLWK D B�S� LQ DFFRXQWLQJ IURP WKH 8QLYHUVLW\ RI IGDKR DQG LV D FHUWLILHG SXEOLF
DFFRXQWDQW�

MRLQHG WKH &RPSDQ\ LQ -DQXDU\ ���� DV RXU &KLHI AFFRXQWLQJ OIILFHU� PULRU WR
MRLQLQJ WKH &RPSDQ\� 0V� BUDHQGHO VHUYHG DV &KLHI AFFRXQWLQJ OIILFHU RI NH[HR SROXWLRQV� LL&� ZKLFK VKH MRLQHG
LQ -DQXDU\ ����� PULRU WR WKDW� VKH VHUYHG DV GOREDO &RQWUROOHU DW BHONLQ IQWHUQDWLRQDO� IQF� IURP ASULO ���� WR
NRYHPEHU ����� PULRU WR KHU WLPH DW BHONLQ� VKH VHUYHG LQ PXOWLSOH ILQDQFH SRVLWLRQV IURP ���� WR ���� DW TKH :DOW
'LVQH\ &RPSDQ\� 0V� BUDHQGHO JUDGXDWHG IURP LR\ROD 8QLYHUVLW\ 0DU\ODQG�

KDV VHUYHG DV &KLHI OSHUDWLQJ OIILFHU RI WKH &RPSDQ\ VLQFH AXJXVW ���� DIWHU KDYLQJ VHUYHG DV
D GLUHFWRU RQ WKH &RPSDQ\¶V BRDUG IURP AXJXVW ���� WR -XO\ ����� PULRU WR MRLQLQJ WKH &RPSDQ\� 0V� -RKQVRQ
VHUYHG DV SHQLRU 9LFH PUHVLGHQW RI SDOHV IRU WKH �� ELOOLRQ SQDFNV 'LYLVLRQ RI WKH &DPSEHOO SRXS &RPSDQ\ IURP
-XO\ ���� WR AXJXVW ����� SKH EHJDQ KHU EXVLQHVV FDUHHU LQ ���� DV D PDQXIDFWXULQJ GLUHFWRU DW D FULWR�LD\ SODQW IRU
PHSVL&R� 0V� -RKQVRQ VSHQW WKLUWHHQ \HDUV DW PHSVL&R KROGLQJ YDULRXV NH\ OHDGHUVKLS SRVLWLRQV LQ VDOHV� PDUNHWLQJ�
VXSSO\ FKDLQ� DQG SURFXUHPHQW� FXOPLQDWLQJ DV D 5HJLRQ 9LFH PUHVLGHQW RI FULWR�LD\ IURP ���� WR ����� 0V�
-RKQVRQ LV FXUUHQWO\ D PHPEHU RI WKH ERDUG RI GLUHFWRUV IRU THDP 5HG� :KLWH 	 BOXH DQG SUHYLRXVO\ VHUYHG RQ WKH
BRDUG RI WKH 8SO 0HWURSROLWDQ NY IRU DOPRVW D GHFDGH� SKH DOVR VHUYHG IRU VHYHQ \HDUV DV DQ RIILFHU LQ WKH 8�S�
AUP\� ZKHUH VKH ZDV DQ AH���' ASDFKH LRQJERZ SLORW� SKH GHSOR\HG ZLWK WKH �UG IQIDQWU\ 'LYLVLRQ DV SDUW RI WKH
LQLWLDO LQYDVLRQ LQ VXSSRUW RI OSHUDWLRQ IUDTL FUHHGRP� 0V� -RKQVRQ JUDGXDWHG IURP WKH 8�S� 0LOLWDU\ AFDGHP\ DW
:HVW PRLQW DQG KROGV DQ 0BA IURP HDUYDUG BXVLQHVV SFKRRO�

MRLQHG WKH &RPSDQ\ DV GHQHUDO &RXQVHO DQG &RUSRUDWH SHFUHWDU\ LQ SHSWHPEHU �����
PULRU WR MRLQLQJ WKH &RPSDQ\� 0U� 0F&RUPLFN VHUYHG DV GHQHUDO &RXQVHO DQG &RUSRUDWH SHFUHWDU\ RI LDLUG
SXSHUIRRG IURP FHEUXDU\ ���� WR SHSWHPEHU ����� 0U� 0F&RUPLFN SUHYLRXVO\ ZRUNHG DV D VHQLRU DVVRFLDWH DW
HRJDQ LRYHOOV 8S LLP IURP ���� WR ���� DQG DV DQ DVVRFLDWH DW LDWKDP 	 :DWNLQV �LRQGRQ�� LLP IURP ���� WR
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����� IQ ����� 0U� 0F&RUPLFN FRPSOHWHG D FLYLOLDQ FOHUNVKLS ZLWK 8S AUP\ -AG LQ SHRXO� SRXWK KRUHD� 0U�
0F&RUPLFN JUDGXDWHG IURP HHQGUL[ &ROOHJH ZLWK D B�A� ZLWK GLVWLQFWLRQ� DQG KROGV D -�'� IURP &ROXPELD
8QLYHUVLW\ DQG DQ LL�0� IURP WKH LRQGRQ SFKRRO RI EFRQRPLFV�

MRLQHG WKH &RPSDQ\ DV &KLHI 5HWDLO OIILFHU LQ 0DUFK ����� PULRU WR MRLQLQJ WKH &RPSDQ\� 0U�
NLHOVHQ VHUYHG DV &KLHI E[HFXWLYH OIILFHU RI -XVWFRRGFRU'RJV IURP -XO\ ���� WR 0D\ ����� 0U� NLHOVHQ SUHYLRXVO\
ZRUNHG DV D SHQLRU 9LFH PUHVLGHQW RI 8S 'LYLVLRQV BUDQGHG SROXWLRQV DW SWDUEXFNV IURP ���� WR ���� DQG DV D 9LFH
PUHVLGHQW RI OSHUDWLRQV DQG &RUSRUDWH OIILFHU IRU NRUWKVWDU DW TDKRH BRRWK &UHHN 5HVRUWV IURP ���� WR ����� PULRU
WR WKDW� 0U� NLHOVHQ ZRUNHG DV D 'LUHFWRU RI SWRUH
V 8S BXVLQHVV OSHUDWLRQV IRU SRQ\ IURP ���� WR ����� DV D 5HJLRQDO
'LUHFWRU IRU 9DLO 5HVRUWV IURP ���� WR ����� DQG DV D GHQHUDO 0DQDJHU DQG 0DUNHW 0DQDJHU IRU OOG NDY\ IURP ����
WR ����� 0U� NLHOVHQ LV D 8S AUP\ YHWHUDQ ZKR VHUYHG DV D SHUJHDQW ZLWK ��WK 0RXQWDLQ 'LYLVLRQ IURP ���� WR �����

OXU &ODVV A &RPPRQ SWRFN EHJDQ WUDGLQJ RQ WKH NYSE XQGHU WKH V\PERO ³B5&&´ RQ FHEUXDU\ ��� ����� LQ
FRQQHFWLRQ ZLWK WKH &ORVLQJ�

TKH &RPSDQ\
V DXWKRUL]HG FDSLWDO VWRFN FRQVLVWV RI ������������� VKDUHV� LQFOXGLQJ ������������� VKDUHV RI
&ODVV A &RPPRQ SWRFN� ����������� VKDUHV RI &ODVV B &RPPRQ SWRFN� ��������� VKDUHV RI &ODVV & &RPPRQ
SWRFN� DQG ��������� VKDUHV RI PUHIHUUHG SWRFN�

IQ 0D\ ����� WKH &RPSDQ\ UHGHHPHG DOO RI LWV RXWVWDQGLQJ ZDUUDQWV LQ DFFRUGDQFH ZLWK D ZDUUDQW DJUHHPHQW
EHWZHHQ &RQWLQHQWDO SWRFN TUDQVIHU 	 TUXVW &RPSDQ\ DQG SLOYHUBR[� FROORZLQJ WKH UHGHPSWLRQ� WKH &RPSDQ\ KDV
QR ZDUUDQWV RXWVWDQGLQJ� IQ FRQQHFWLRQ ZLWK WKH UHGHPSWLRQ� WKH ZDUUDQWV FHDVHG WUDGLQJ RQ WKH NYSE DQG ZHUH
GHOLVWHG�

AV RI 0DUFK �� ����� WKHUH ZHUH ��� KROGHUV RI UHFRUG RI RXU &ODVV A &RPPRQ SWRFN� �� KROGHUV RI UHFRUG RI
RXU &ODVV B &RPPRQ SWRFN DQG QR KROGHUV RI UHFRUG RI RXU &ODVV & &RPPRQ SWRFN DQG PUHIHUUHG SWRFN� TKH
QXPEHU RI UHFRUG KROGHUV GRHV QRW LQFOXGH SHUVRQV ZKR KHOG RXU VHFXULWLHV LQ QRPLQHH RU ³VWUHHW QDPH´ IRUP� ZKRVH
VKDUHV RI UHFRUG DUH KHOG E\ EDQNV� EURNHUV� DQG RWKHU ILQDQFLDO LQVWLWXWLRQV�

IW LV WKH SUHVHQW LQWHQWLRQ RI WKH BRDUG WR UHWDLQ DOO HDUQLQJV� LI DQ\� IRU XVH LQ WKH &RPSDQ\¶V EXVLQHVV
RSHUDWLRQV DQG� DFFRUGLQJO\� WKH BRDUG GRHV QRW DQWLFLSDWH GHFODULQJ DQ\ GLYLGHQGV LQ WKH IRUHVHHDEOH IXWXUH� TKH
SD\PHQW RI FDVK GLYLGHQGV LQ WKH IXWXUH ZLOO EH GHSHQGHQW XSRQ WKH &RPSDQ\¶V UHYHQXHV DQG HDUQLQJV� LI DQ\�
FDSLWDO UHTXLUHPHQWV DQG JHQHUDO ILQDQFLDO FRQGLWLRQ� TKH SD\PHQW RI DQ\ FDVK GLYLGHQGV LV ZLWKLQ WKH GLVFUHWLRQ RI
WKH BRDUG� FXUWKHU� WKH DELOLW\ RI WKH &RPSDQ\ WR GHFODUH GLYLGHQGV PD\ EH OLPLWHG E\ WKH WHUPV RI ILQDQFLQJ RU
RWKHU DJUHHPHQWV HQWHUHG LQWR E\ LW RU LWV VXEVLGLDULHV IURP WLPH WR WLPH�
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Unless the context otherwise requires, references to “we,” “us,” “our,” “Black Rifle Coffee,” “Black Rifle
Coffee Company,” “BRCC” and the “Company” in this section are to the business and operations of BRC Inc. and
its consolidated subsidiaries. The following discussion and analysis should be read in conjunction with the audited
annual consolidated financial statements and related notes thereto included in Part II, Item 8, Financial Statements
and Supplementary Data in this Annual Report. In addition to historical information, this discussion contains
forward-looking statements that involve risks, uncertainties, and assumptions that could cause BRCC’s actual
results to differ materially from management’s expectations. Factors which could cause such differences are
discussed herein and set forth in Part I, Item 1A, Risk Factors in this Annual Report.

BODFN 5LIOH &RIIHH &RPSDQ\ LV D UDSLGO\ JURZLQJ� YHWHUDQ�FRQWUROOHG DQG OHG FRIIHH DQG PHGLD FRPSDQ\ ZLWK D
OR\DO DQG TXLFNO\ H[SDQGLQJ FRPPXQLW\ RI PRUH WKDQ � PLOOLRQ FRQVXPHUV WKURXJK RXU 'T& FKDQQHO VLQFH
LQFHSWLRQ� PRUH WKDQ ������� DFWLYH &RIIHH &OXE VXEVFULEHUV� DQG ���� PLOOLRQ VRFLDO PHGLD IROORZHUV DFURVV
B5&&¶V� FR�IRXQGHUV¶� DQG NH\ PHGLD SHUVRQDOLWLHV¶ DFFRXQWV DV RI 'HFHPEHU ��� ����� AW BODFN 5LIOH &RIIHH� ZH
GHYHORS RXU URDVW SURILOHV ZLWK WKH VDPH PLVVLRQ IRFXV ZH OHDUQHG DV PLOLWDU\ PHPEHUV VHUYLQJ RXU FRXQWU\� :H
SURGXFH FUHDWLYH DQG HQJDJLQJ� FDXVH�UHODWHG PHGLD FRQWHQW� VHOI�SURGXFHG SRGFDVWV� DQG GLJLWDO DQG SULQW MRXUQDOLVP
LQ�KRXVH WR LQIRUP� LQVSLUH� HQWHUWDLQ� DQG EXLOG RXU FRPPXQLW\� :H DOVR VHOO BODFN 5LIOH &RIIHH�EUDQG DSSDUHO�
FRIIHH EUHZLQJ HTXLSPHQW� DQG RXWGRRU DQG OLIHVW\OH JHDU WKDW RXU FRQVXPHUV SURXGO\ ZHDU DQG XVH WR VKRZFDVH RXU
EUDQG� AW WKH KHDUW RI HYHU\WKLQJ ZH GR LV RXU FRPPLWPHQW WR VXSSRUWLQJ DFWLYH PLOLWDU\� YHWHUDQV� ILUVW UHVSRQGHUV�
DQG WKRVH ZKR ORYH APHULFD�

:H XWLOL]H D WKUHH�SURQJHG DSSURDFK WR FUDIW D XQLTXH EUDQG WKDW UHVRQDWHV ZLWK RXU FXVWRPHU EDVH DQG HQKDQFHV
EUDQG OR\DOW\� IQIRUP� IQVSLUH� DQG EQWHUWDLQ� :H ZDQW RXU DXGLHQFH WR ORYH FRIIHH DV PXFK DV ZH GR� VR ZH VWULYH WR
LQIRUP WKHP RQ DOO WKH DZHVRPH IDFHWV WR FRIIHH� EYHU\ GD\ ZH ZRUN WR LQVSLUH RXU FXVWRPHUV� ZH WDNH SULGH LQ WKH
FRIIHH ZH URDVW� WKH YHWHUDQV ZH HPSOR\ DQG WKH FDXVHV ZH VXSSRUW� :H JLYH EDFN WR WKH FRPPXQLW\ DQG DUH
FRPPLWWHG WR VXSSRUW WKRVH ZKR VHUYH� OXU ³EQWHUWDLQ´ PDUNHWLQJ VWUDWHJ\ GULYHV EUDQG H[FLWHPHQW� DORQJ ZLWK
YDOXDEOH FXVWRPHU LQVLJKWV DQG GDWD�

:H RZQ WZR URDVWLQJ IDFLOLWLHV� RQH IRFXVHG RQ ODUJH EDWFK URDVWLQJ DQG WKH RWKHU RQ VPDOO EDWFK URDVWLQJ� OXU
FRIIHH EHDQV DUH SULPDULO\ URDVWHG LQ�KRXVH DQG ���� LQ WKH 8QLWHG SWDWHV WR HQVXUH FRQVLVWHQF\ DQG TXDOLW\ RI
SURGXFW� OXU FRIIHH EHDQV DUH VRXUFHG RQO\ IURP WKH KLJKHVW TXDOLW\ VXSSOLHUV� OXU VWDWH�RI�WKH�DUW HTXLSPHQW
JXDUDQWHHV IUHVKQHVV DQG RIIHUV VLJQLILFDQW FDSDFLW\ IRU H[SDQVLRQ�

:H KDYH H[SHULHQFHG VWURQJ UHYHQXH JURZWK VLQFH LQFHSWLRQ� 5HYHQXH LQFUHDVHG WR ������ PLOOLRQ IRU WKH \HDU
HQGHG 'HFHPEHU ��� ����� IURP ������ PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU ��� ����� UHSUHVHQWLQJ JURZWK RI
������ GURZWK LQ WKH \HDU HQGHG 'HFHPEHU ��� ����� ZDV SULPDULO\ GULYHQ E\ VLJQLILFDQW LQFUHDVHV LQ 5T' SURGXFW
VDOHV LQ WKH :KROHVDOH FKDQQHO� HQWU\ LQWR WKH FRRG� 'UXJ DQG 0DVV PDUNHW LQ WKH :KROHVDOH FKDQQHO IRU EDJJHG
FRIIHH DQG URXQGV SURGXFWV� DQG DGGLWLRQDO VWRUH RSHQLQJV LQ WKH OXWSRVW FKDQQHO�

:H DUH D GLJLWDOO\ QDWLYH EUDQG ZLWK DQ HVWDEOLVKHG RPQLFKDQQHO EXVLQHVV PRGHO� UHDFKLQJ RXU FXVWRPHUV
WKURXJK RQH UHSRUWDEOH VHJPHQW WKDW LV FRPSULVHG RI WKUHH FKDQQHOV� 'LUHFW WR &RQVXPHU� :KROHVDOH� DQG OXWSRVWV�
OXU 'T& FKDQQHO LQFOXGHV RXU H�FRPPHUFH EXVLQHVV� WKURXJK ZKLFK FRQVXPHUV RUGHU RXU SURGXFWV RQOLQH DQG
SURGXFWV DUH VKLSSHG WR WKHP� OXU :KROHVDOH FKDQQHO LQFOXGHV SURGXFWV VROG WR DQ LQWHUPHGLDU\ VXFK DV JURFHU\
VWRUHV� ZKR LQ WXUQ VHOO WKRVH SURGXFWV WR FRQVXPHUV� LQFOXGLQJ WKH F'0 FXVWRPHU VHW� VXFK DV :DOPDUW� VSHFLDOW\
UHWDLO� VXFK DV BDVV PUR� DQG FRQYHQLHQFH VWRUHV ZKLFK SULPDULO\ VHOO RXU 5T' SURGXFWV� VXFK DV ��EOHYHQ� OXU
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OXWSRVW FKDQQHO LQFOXGHV UHYHQXH IURP RXU &RPSDQ\�RSHUDWHG DQG IUDQFKLVHG BODFN 5LIOH &RIIHH UHWDLO FRIIHH VKRS
ORFDWLRQV�

IQ FHEUXDU\ ����� ZH FRPSOHWHG WKH BXVLQHVV &RPELQDWLRQ DQG DV D UHVXOW RI WKH FRQVXPPDWLRQ RI D VHULHV RI
PHUJHUV LQ FRQQHFWLRQ WKHUHZLWK� AXWKHQWLF BUDQGV EHFDPH D VXEVLGLDU\ RI B5& IQF�� ZLWK B5& IQF� DFWLQJ DV VROH
PDQDJLQJ PHPEHU WKHUHRI DV D SXEOLF EHQHILW FRUSRUDWLRQ� TKH BXVLQHVV &RPELQDWLRQ ZDV DFFRXQWHG IRU DV D UHYHUVH
DFTXLVLWLRQ DQG D UHFDSLWDOL]DWLRQ RI AXWKHQWLF BUDQGV� AFFRUGLQJO\� WKH BXVLQHVV &RPELQDWLRQ ZDV UHIOHFWHG DV WKH
HTXLYDOHQW RI AXWKHQWLF BUDQGV LVVXLQJ VWRFN IRU WKH QHW DVVHWV RI SLOYHUBR[� DFFRPSDQLHG E\ D UHFDSLWDOL]DWLRQ�
8QGHU WKLV PHWKRG RI DFFRXQWLQJ� SLOYHUBR[ LV WUHDWHG DV WKH ³DFTXLUHG´ FRPSDQ\ IRU ILQDQFLDO UHSRUWLQJ SXUSRVHV�
TKH QHW DVVHWV RI SLOYHUBR[ DUH VWDWHG DW KLVWRULFDO FRVW� ZLWK QR JRRGZLOO RU RWKHU LQWDQJLEOH DVVHWV UHFRUGHG� TKLV
DFFRXQWLQJ WUHDWPHQW ZDV GHWHUPLQHG DV WKH LQGLYLGXDO FRQWUROOLQJ AXWKHQWLF BUDQGV SULRU WR WKH BXVLQHVV
&RPELQDWLRQ DOVR FRQWUROOHG WKH FRPELQHG FRPSDQ\ SRVW EXVLQHVV FRPELQDWLRQ�

Our Ability to Increase Brand Awareness

OXU DELOLW\ WR SURPRWH DQG PDLQWDLQ EUDQG DZDUHQHVV DQG OR\DOW\ LV FULWLFDO WR RXU VXFFHVV� :H EHOLHYH ZH KDYH
FUHDWHG D KLJKO\ HIILFLHQW PDUNHWLQJ VWUDWHJ\ WKDW SURYLGHV XV WKH DELOLW\ WR LQFUHDVH EUDQG DZDUHQHVV DQG GULYH
FRQVXPHU LQWHUDFWLRQ� &RQVXPHU DSSUHFLDWLRQ RI RXU EUDQGV LV SULPDULO\ UHIOHFWHG LQ WKH LQFUHDVH RI RXU VDOHV RYHU
WKH ODVW IHZ \HDUV� :H H[SHFW WR FRQWLQXH WR GHYHORS DQG LPSOHPHQW IRUZDUG�ORRNLQJ EUDQG VWUDWHJLHV WKDW OHYHUDJH
VRFLDO PHGLD DQG HPSOR\ WDUJHWHG GLJLWDO DGYHUWLVLQJ WR H[SDQG WKH UHDFK RI RXU EUDQG�

Our Ability to Grow Our Customer Base in Our Outposts and Wholesale Channels

:H DUH FXUUHQWO\ JURZLQJ RXU FXVWRPHU EDVH WKURXJK RXU OXWSRVWV DQG :KROHVDOH FKDQQHOV� :H FRQWLQXH WR
JURZ RXU UHWDLO IRRWSULQW WKURXJK &RPSDQ\�RZQHG DQG IUDQFKLVHG OXWSRVWV� OXU SURGXFWV DUH DOVR VROG WKURXJK D
JURZLQJ QXPEHU RI SK\VLFDO UHWDLO FKDQQHOV� :KROHVDOH FXVWRPHUV LQFOXGH ODUJH QDWLRQDO UHWDLOHUV� UHJLRQDO UHWDLOHUV�
GLVWULEXWRUV� DQG GHDOHUV�

Our Ability to Acquire and Retain Customers at a Reasonable Cost

:H EHOLHYH RXU DELOLW\ WR FRQVLVWHQWO\ DFTXLUH DQG UHWDLQ FXVWRPHUV DW D UHDVRQDEOH FRVW ZLOO EH D NH\ IDFWRU
DIIHFWLQJ RXU IXWXUH SHUIRUPDQFH� :KLOH ZH KDYH D VWURQJ SUHVHQFH LQ PDMRU PDUNHWV� ZH VWLOO KDYH WKH RSSRUWXQLW\ WR
JURZ EUDQG DZDUHQHVV� ZLWK OHVV WKDQ ��� HVWLPDWHG DLGHG DZDUHQHVV LQ DQ\ UHJLRQ RI WKH FRXQWU\� TR DFFRPSOLVK
WKLV JRDO� ZH LQWHQG WR JURZ RXU EUDQG DZDUHQHVV WKURXJK YDULRXV DYHQXHV VXFK DV QDWLRQDO WHOHYLVLRQ DQG UDGLR
DGYHUWLVLQJ� DQG WKURXJK VHOHFW VSRQVRUVKLS DQG SDUWQHUVKLS RSSRUWXQLWLHV� IQ DGGLWLRQ� ZH ZLOO VWULYH WR VWUHQJWKHQ
RXU VRFLDO PHGLD IRRWSULQW DFURVV YDULRXV SODWIRUPV VXFK DV FDFHERRN� GRRJOH� DQG YRXTXEH� OXU GLJLWDO FDSDELOLWLHV
SURYLGH D GLVWLQFW DGYDQWDJH DQG HQDEOH XV WR IRUP GLUHFW UHODWLRQVKLSV ZLWK RXU FXVWRPHUV DQG FDSWXUH YDOXDEOH
FXVWRPHU GDWD DQG LQVLJKWV� :H XWLOL]H GLJLWDO PDUNHWLQJ WRROV WR RSWLPL]H RXU PDUNHWLQJ LQLWLDWLYHV DQG GULYH RXU
EUDQG UHDFK�

Our Ability to Drive Repeat Usage of Our Products

:H JDLQ VXEVWDQWLDO HFRQRPLF YDOXH IURP UHSHDW XVHUV RI RXU SURGXFWV ZKR FRQVLVWHQWO\ UH�RUGHU RXU SURGXFWV�
TKH SDFH RI RXU JURZWK UDWH ZLOO EH DIIHFWHG E\ WKH UHSHDW XVDJH G\QDPLFV RI H[LVWLQJ DQG QHZO\ DFTXLUHG FXVWRPHUV�
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Our Ability to Expand Our Product Line

OXU JRDO LV WR VXEVWDQWLDOO\ H[SDQG RXU SURGXFW OLQH RYHU WLPH WR LQFUHDVH RXU JURZWK RSSRUWXQLW\ DQG UHGXFH
SURGXFW�VSHFLILF ULVNV WKURXJK GLYHUVLILFDWLRQ LQWR PXOWLSOH SURGXFWV HDFK GHVLJQHG DURXQG GDLO\ XVH� OXU SDFH RI
JURZWK ZLOO EH SDUWLDOO\ DIIHFWHG E\ WKH FDGHQFH DQG PDJQLWXGH RI QHZ SURGXFW ODXQFKHV RYHU WLPH� AV DQ H[DPSOH�
ZH ODXQFKHG 5T' FRIIHH SURGXFWV LQ 0DUFK ���� ZLWK WZR ���RXQFH SK8V� :H KDYH VLQFH DGGHG WKUHH KLJK�
FDIIHLQH� EROGO\�IODYRUHG ���RXQFH SK8V DQG DQRWKHU ���RXQFH SK8� FRXU RI WKHVH SK8V KDYH JURZQ WR EHFRPH
WRS��� SURGXFWV LQ WKH 5T' FRIIHH FDWHJRU\ RQ D GROODU WR SHUFHQW DYHUDJH FRVW YDOXH EDVLV DQG FDQ EH IRXQG LQ PRUH
WKDQ ������ ORFDWLRQV DFURVV WKH FRXQWU\� 0RYLQJ IRUZDUG� ZH EHOLHYH WKDW LW LV LPSRUWDQW WR RXU EXVLQHVV WKDW ZH
FRQWLQXH LQQRYDWLQJ ZLWK QHZ SURGXFWV DQG IODYRUV DQG FRQWLQXH WR H[SORUH WKH ZRUOG WR ILQG WKH KLJKHVW TXDOLW\
EHDQV SRVVLEOH WR GHOLYHU WR RXU FXVWRPHUV�

Our Ability to Manage Our Supply Chain

OXU DELOLW\ WR JURZ DQG PHHW IXWXUH GHPDQG ZLOO EH DIIHFWHG E\ RXU DELOLW\ WR SURSHUO\ SODQ IRU DQG VRXUFH
LQYHQWRU\ IURP D YDULHW\ RI VXSSOLHUV ORFDWHG LQVLGH DQG RXWVLGH WKH 8QLWHG SWDWHV� TKH PDMRULW\ RI RXU JUHHQ FRIIHH
EHDQV FRPH IURP &RORPELD� NLFDUDJXD� DQG BUD]LO� EXW VLQFH ����� ZH KDYH DOVR VRXUFHG JUHHQ FRIIHH EHDQV IURP
RYHU WHQ FRXQWULHV LQ LDWLQ APHULFD� AIULFD� DQG AVLD WR GLYHUVLI\ RXU VXSSO\ FKDLQ DQG RIIHU RXU FXVWRPHUV VSHFLDOW\
DQG OLPLWHG�WLPH�RQO\ URDVWV� 4XDOLW\ FRQWURO LV DOVR D FULWLFDOO\ LPSRUWDQW SDUW RI RXU PDQXIDFWXULQJ DQG VXSSO\
FKDLQ RSHUDWLRQV� ��� RI RXU EDJJHG URDVWHG FRIIHH LV URDVWHG LQ�KRXVH DQG ���� LV URDVWHG LQ WKH 8QLWHG SWDWHV�
OXU OLFHQVHG� &RIIHH 4XDOLW\ IQVWLWXWH�FHUWLILHG JUDGHU DQG IRUPHU GUHHQ BHUHW� EGZLQ PDUQHOO� OHDGV FXSSLQJ�
JUDGLQJ� VFRULQJ� DQG VRXUFLQJ RI RXU FRIIHHV�

Revenue, net

:H VHOO RXU SURGXFWV ERWK GLUHFWO\ DQG LQGLUHFWO\ WR RXU FXVWRPHUV WKURXJK D EURDG VHW RI SK\VLFDO DQG RQOLQH
SODWIRUPV� OXU UHYHQXH� QHW UHIOHFWV WKH LPSDFW RI SURGXFW UHWXUQV� DV ZHOO DV GLVFRXQWV DQG IHHV IRU FHUWDLQ VDOHV
SURJUDPV� WUDGH VSHQG� SURPRWLRQV� DQG OR\DOW\ UHZDUGV�

Cost of Goods Sold

&RVW RI JRRGV VROG SULPDULO\ LQFOXGHV UDZ PDWHULDO FRVWV� ODERU FRVWV GLUHFWO\ UHODWHG WR SURGXFLQJ RXU SURGXFWV�
LQFOXGLQJ ZDJHV DQG EHQHILWV� VKLSSLQJ FRVWV� DQG RWKHU RYHUKHDG FRVWV UHODWHG WR FHUWDLQ DVSHFWV RI SURGXFWLRQ�
ZDUHKRXVLQJ� IXOILOOPHQW� VKLSSLQJ� DQG FUHGLW FDUG IHHV�

Operating Expenses

OSHUDWLQJ H[SHQVHV FRQVLVW RI PDUNHWLQJ DQG DGYHUWLVLQJ H[SHQVHV UHODWHG WR EUDQG PDUNHWLQJ FDPSDLJQV
WKURXJK YDULRXV RQOLQH SODWIRUPV� LQFOXGLQJ HPDLO� GLJLWDO� ZHEVLWH� VRFLDO PHGLD� VHDUFK HQJLQH RSWLPL]DWLRQ� DV ZHOO
DV SHUIRUPDQFH PDUNHWLQJ HIIRUWV� LQFOXGLQJ UHWDUJHWLQJ� SDLG VHDUFK DQG SURGXFW DGYHUWLVHPHQWV� DV ZHOO DV VRFLDO
PHGLD DGYHUWLVHPHQWV DQG VSRQVRUVKLSV� OSHUDWLQJ H[SHQVHV DOVR FRQVLVW RI VDODULHV� ZDJHV� DQG EHQHILWV RI SD\UROO
DQG SD\UROO UHODWHG H[SHQVHV IRU ODERU QRW GLUHFWO\ UHODWHG WR SURGXFLQJ RXU SURGXFWV� PD\UROO H[SHQVHV LQFOXGH ERWK
IL[HG DQG YDULDEOH FRPSHQVDWLRQ� 9DULDEOH FRPSHQVDWLRQ LQFOXGHV ERQXVHV DQG VWRFN�EDVHG FRPSHQVDWLRQ� AOVR
LQFOXGHG DUH RWKHU SURIHVVLRQDO IHHV DQG VHUYLFHV� DQG JHQHUDO FRUSRUDWH LQIUDVWUXFWXUH H[SHQVHV� LQFOXGLQJ XWLOLWLHV
DQG GHSUHFLDWLRQ DQG DPRUWL]DWLRQ�
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Interest Expense

IQWHUHVW H[SHQVH FRQVLVWV RI LQWHUHVW RQ RXU ERUURZLQJ DUUDQJHPHQWV� WKH DPRUWL]DWLRQ RI GHEW GLVFRXQWV DQG
GHIHUUHG ILQDQFLQJ FRVWV� FRU WKH \HDU HQGHG 'HFHPEHU ��� ����� LQWHUHVW H[SHQVH DOVR LQFOXGHG WKH H[WLQJXLVKPHQW
RI GHEW FRVWV�

Income Tax Provision

TKH &RPSDQ\ DFFRXQWV IRU LQFRPH WD[HV SXUVXDQW WR WKH DVVHW DQG OLDELOLW\ PHWKRG� ZKLFK UHTXLUHV WKH
UHFRJQLWLRQ RI GHIHUUHG LQFRPH WD[ DVVHWV DQG OLDELOLWLHV UHODWHG WR WKH H[SHFWHG IXWXUH WD[ FRQVHTXHQFHV DULVLQJ IURP
WHPSRUDU\ GLIIHUHQFHV EHWZHHQ WKH FDUU\LQJ DPRXQWV DQG WD[ EDVHV RI DVVHWV DQG OLDELOLWLHV EDVHG RQ HQDFWHG
VWDWXWRU\ WD[ UDWHV DSSOLFDEOH WR WKH SHULRGV LQ ZKLFK WKH WHPSRUDU\ GLIIHUHQFHV DUH H[SHFWHG WR UHYHUVH� AQ\ HIIHFWV
RI FKDQJHV LQ LQFRPH WD[ UDWHV RU ODZV DUH LQFOXGHG LQ LQFRPH WD[ H[SHQVH LQ WKH SHULRG RI HQDFWPHQW� TKH &RPSDQ\
UHGXFHV WKH FDUU\LQJ DPRXQWV RI GHIHUUHG WD[ DVVHWV �³'TAV´� E\ D YDOXDWLRQ DOORZDQFH LI� EDVHG RQ WKH HYLGHQFH
DYDLODEOH� LW LV PRUH OLNHO\ WKDQ QRW WKDW VXFK DVVHWV ZLOO QRW EH UHDOL]HG� IQ PDNLQJ WKH DVVHVVPHQW XQGHU WKH PRUH
OLNHO\ WKDQ QRW VWDQGDUG� DSSURSULDWH FRQVLGHUDWLRQ PXVW EH JLYHQ WR DOO SRVLWLYH DQG QHJDWLYH HYLGHQFH UHODWHG WR WKH
UHDOL]DWLRQ RI WKH 'TAV� TKH DVVHVVPHQW FRQVLGHUV� DPRQJ RWKHU PDWWHUV� WKH QDWXUH� IUHTXHQF\ DQG VHYHULW\ RI
FXUUHQW DQG FXPXODWLYH ORVVHV� IRUHFDVWV RI IXWXUH SURILWDELOLW\� WKH GXUDWLRQ RI VWDWXWRU\ FDUU\ IRUZDUG SHULRGV E\
MXULVGLFWLRQ� WKH &RPSDQ\
V H[SHULHQFH ZLWK ORVV FDUU\IRUZDUGV QRW H[SLULQJ XQXWLOL]HG� DQG DOO WD[ SODQQLQJ
DOWHUQDWLYHV WKDW PD\ EH DYDLODEOH� A YDOXDWLRQ DOORZDQFH LV UHFRJQL]HG LI XQGHU DSSOLFDEOH DFFRXQWLQJ VWDQGDUGV WKH
&RPSDQ\ GHWHUPLQHV LW LV PRUH OLNHO\ WKDQ QRW WKDW LWV GHIHUUHG WD[ DVVHWV ZRXOG QRW EH UHDOL]HG�

IQ DFFRUGDQFH ZLWK AS& ���� IQFRPH TD[HV� WKH &RPSDQ\ HYDOXDWHV WKH WHFKQLFDO PHULWV RI LWV LQFRPH WD[
SRVLWLRQV DQG HVWDEOLVKHV XQUHFRJQL]HG LQFRPH WD[ EHQHILWV IRU XQFHUWDLQ WD[ SRVLWLRQV ZKHQ GHHPHG DSSURSULDWH�
TKH &RPSDQ\ HYDOXDWHV DQG DFFRXQWV IRU XQFHUWDLQ WD[ SRVLWLRQV XVLQJ D WZR�VWHS DSSURDFK� SWHS �� 5HFRJQLWLRQ ±
RFFXUV ZKHQ WKH &RPSDQ\ FRQFOXGHV WKDW D WD[ SRVLWLRQ� EDVHG VROHO\ RQ LWV WHFKQLFDO PHULWV� LV PRUH�OLNHO\�WKDQ�QRW
WR EH VXVWDLQDEOH XSRQ H[DPLQDWLRQ� SWHS �� 0HDVXUHPHQW ± GHWHUPLQHV WKH DPRXQW RI EHQHILW WKDW LV JUHDWHU WKDQ
��� OLNHO\ WR EH UHDOL]HG XSRQ XOWLPDWH VHWWOHPHQW ZLWK D WD[LQJ DXWKRULW\ WKDW KDV IXOO NQRZOHGJH RI DOO UHOHYDQW
LQIRUPDWLRQ� 'HUHFRJQLWLRQ RI D WD[ SRVLWLRQ WKDW ZDV SUHYLRXVO\ UHFRJQL]HG ZRXOG RFFXU ZKHQ WKH &RPSDQ\
VXEVHTXHQWO\ GHWHUPLQHV WKDW D WD[ SRVLWLRQ QR ORQJHU PHHWV WKH PRUH OLNHO\�WKDQ�QRW WKUHVKROG RI EHLQJ VXVWDLQHG�
SHH NRWH ��� Income Taxes IRU DGGLWLRQDO LQIRUPDWLRQ�

TKLV GLVFXVVLRQ DQG DQDO\VLV SHUWDLQV WR FRPSDULVRQV RI PDWHULDO FKDQJHV LQ WKH FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWV IRU WKH \HDUV HQGHG 'HFHPEHU ��� ���� DQG ����� FRU WKH FRPSDULVRQV RI WKH \HDUV HQGHG 'HFHPEHU ���
���� DQG ����� VHH WKH 0DQDJHPHQW¶V 'LVFXVVLRQ DQG AQDO\VLV RI FLQDQFLDO &RQGLWLRQ DQG 5HVXOWV RI OSHUDWLRQV LQ
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PDUW II� IWHP � RI RXU ���� AQQXDO 5HSRUW RQ FRUP ���K� TKH IROORZLQJ WDEOH UHSUHVHQWV WKH VHOHFWHG UHVXOWV RI
RSHUDWLRQV IRU B5&& IRU WKH SHULRGV LQGLFDWHG�
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0DUNHWLQJ DQG DGYHUWLVLQJ ������ ������
SDODULHV� ZDJHV DQG EHQHILWV ������ ������
GHQHUDO DQG DGPLQLVWUDWLYH ������ ������
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�������� ��������

IQWHUHVW H[SHQVH ������� �������
OWKHU LQFRPH �H[SHQVH�� QHW ��� ����
&KDQJH LQ IDLU YDOXH RI HDUQ�RXW OLDELOLWLHV ��������� ²
&KDQJH LQ IDLU YDOXH RI ZDUUDQW OLDELOLWLHV �������� ²
&KDQJH LQ IDLU YDOXH RI GHULYDWLYH OLDELOLWLHV ������� ²
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Comparison of the year ended December 31, 2022 to the year ended December 31, 2021

5HYHQXH� QHW
� ������� � �������

� ������ �� �

&RVW RI JRRGV VROG
������� �������

������ �� �

GURVV SURILW
������ ������

����� �� �
GURVV PDUJLQ �JURVV SURILW DV � RI UHYHQXH� QHW� ���� � ���� �
TRWDO RSHUDWLQJ �H[SHQVHV� � ��������� � ��������� ������ �� �
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Revenue, net

NHW UHYHQXH IRU WKH \HDU HQGHG 'HFHPEHU ��� ���� LQFUHDVHG ����� PLOOLRQ� RU ������ WR ������ PLOOLRQ DV
FRPSDUHG WR ������ PLOOLRQ IRU WKH FRUUHVSRQGLQJ SHULRG LQ �����

TKH LQFUHDVH ZDV SULPDULO\ GULYHQ E\ QHZ SURGXFWV VROG� LQFUHDVHG SRLQWV RI GLVWULEXWLRQ LQ WKH :KROHVDOH
FKDQQHO LQFOXGLQJ HQWU\ LQWR F'0� DQG WKH RSHQLQJ RI QHZ &RPSDQ\�RZQHG OXWSRVWV� SDUWLDOO\ RIIVHW E\ D ORZHU
QXPEHU RI VXEVFULEHUV LQ WKH 'T& FKDQQHO�

FRU WKH \HDU HQGHG 'HFHPEHU ��� ����� QHW UHYHQXH IURP RXU :KROHVDOH FKDQQHO LQFUHDVHG ����� PLOOLRQ� RU
������� WR ������ PLOOLRQ DV FRPSDUHG WR ����� PLOOLRQ IRU WKH FRUUHVSRQGLQJ SHULRG LQ ����� TKH :KROHVDOH
FKDQQHO SHUIRUPDQFH ZDV SULPDULO\ GULYHQ E\ HQWU\ LQWR WKH F'0 PDUNHW DQG FRQWLQXHG JURZWK LQ RXU 5T' SURGXFW
IURP LQFUHDVHG SRLQWV RI GLVWULEXWLRQ DQG QHZ SURGXFWV DYDLODEOH IRU VDOH�

FRU WKH \HDU HQGHG 'HFHPEHU ��� ����� QHW UHYHQXH IRU RXU OXWSRVW FKDQQHO LQFUHDVHG ����� PLOOLRQ� RU ������
WR ����� PLOOLRQ DV FRPSDUHG WR ����� PLOOLRQ IRU WKH FRUUHVSRQGLQJ SHULRG LQ ���� SULPDULO\ GXH WR LQFUHDVHG VWRUH
RSHQLQJV LQ ����� :H RSHQHG D WRWDO RI VHYHQ QHZ &RPSDQ\�RSHUDWHG OXWSRVWV LQ TH[DV DQG AUL]RQD LQ ����� IQ
DGGLWLRQ� ZH DGGHG WKUHH IUDQFKLVH VWRUHV�

'T& FKDQQHO QHW UHYHQXH GHFUHDVHG LQ DJJUHJDWH E\ ���� PLOOLRQ� RU ����� WR ������ PLOOLRQ IRU WKH \HDU HQGHG
'HFHPEHU ��� ���� DV FRPSDUHG WR ������ PLOOLRQ IRU WKH FRUUHVSRQGLQJ SHULRG LQ ���� SULPDULO\ GXH WR D GHFUHDVH
LQ WKH QXPEHU RI FXVWRPHUV DV ZH VWUDWHJLFDOO\ VKLIWHG DGYHUWLVLQJ VSHQG WR RWKHU FKDQQHOV DQG DUHDV ZLWK IDYRUDEOH
UHWXUQV� &XVWRPHU UHWHQWLRQ KHOG VWHDG\ WKURXJKRXW WKH \HDU�

Cost of goods sold

FRU WKH \HDU HQGHG 'HFHPEHU ��� ����� FRVW RI JRRGV VROG LQFUHDVHG ����� PLOOLRQ� RU ������ WR ������ PLOOLRQ
DV FRPSDUHG WR ������ PLOOLRQ RYHU WKH FRUUHVSRQGLQJ SHULRG SULRU \HDU� TKH LQFUHDVH ZDV SULPDULO\ GULYHQ E\
KLJKHU VDOHV DORQJ ZLWK SURGXFW PL[ VKLIW� DV 5T' KDV KLJKHU SURGXFW FRVWV DQG ORZHU PDUJLQV DV FRPSDUHG WR
EDJJHG FRIIHH� GURVV PDUJLQ GHFUHDVHG ��� EDVLV SRLQWV WR ����� IRU WKH \HDU HQGHG 'HFHPEHU ��� ���� DV
FRPSDUHG WR ����� IRU WKH \HDU HQGHG 'HFHPEHU ��� ����� IQIODWLRQ KDV QHJDWLYHO\ LPSDFWHG RXU FRVWV IRU UDZ
PDWHULDOV DQG ILQLVKHG JRRGV� SULPDULO\ LQ VKLSSLQJ� JUHHQ FRIIHH EHDQV� DQG 5T' SURGXFW�

Operating expenses

OSHUDWLQJ H[SHQVHV IRU WKH \HDU HQGHG 'HFHPEHU ��� ���� LQFUHDVHG ����� PLOOLRQ� RU ������ WR ������ PLOOLRQ
DV FRPSDUHG WR ������ PLOOLRQ IRU WKH FRUUHVSRQGLQJ SHULRG LQ �����

SDODULHV� ZDJHV DQG EHQHILWV LQFUHDVHG ����� PLOOLRQ� RU ������ WR ����� PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU
��� ����� FRPSDUHG WR ����� PLOOLRQ IRU WKH FRUUHVSRQGLQJ SHULRG LQ ����� :H LQFUHDVHG HPSOR\HH KHDGFRXQW WR
UHVSRQG WR RXU VLJQLILFDQW VDOHV JURZWK DQG LQYHVWHG LQ H[LVWLQJ FKDQQHOV DV ZH EXLOW DGGLWLRQDO FDSDELOLWLHV WR DGG
LQFUHPHQWDO UHYHQXH VWUHDPV DQG H[SDQGHG SURGXFWV OLQHV� ZKLFK UHVXOWHG LQ KLJKHU VDODULHV� ZDJHV DQG EHQHILWV� IQ
DGGLWLRQ� LQ ����� ZH FRQWLQXHG WR VWUHQJWKHQ RXU PDUNHWLQJ DQG DGYHUWLVLQJ FDSDELOLWLHV� EXW IRFXVHG RXU VSHQG RQ
DUHDV DQG DFWLYLWLHV ZLWK KLJKHU UHWXUQV� TKLV UHVXOWHG LQ LQFUHDVHG PDUNHWLQJ DQG DGYHUWLVLQJ H[SHQVHV RI ����
PLOOLRQ� RU ����� WR ����� PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU ��� ����� FRPSDUHG WR ����� PLOOLRQ IRU WKH
FRUUHVSRQGLQJ SHULRG LQ ����� IQ DGGLWLRQ� GHQHUDO DQG AGPLQLVWUDWLYH H[SHQVHV LQFUHDVHG ����� PLOOLRQ� RU �������
WR ����� PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU ��� ���� DV FRPSDUHG WR ����� PLOOLRQ IRU WKH VDPH SHULRG ����� TKH
LQFUHDVH LV GXH WR JURZWK RI FRUSRUDWH LQIUDVWUXFWXUH SULPDULO\ LQ LQIRUPDWLRQ WHFKQRORJ\ VRIWZDUH� DV ZHOO DV�
SURIHVVLRQDO VHUYLFHV WR KHOS IDFLOLWDWH WKH H[SDQVLRQ RI QHZ DQG H[LVWLQJ VDOHV FKDQQHOV DQG SURGXFW OLQHV�
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Comparison of the year ended December 31, 2022 to the year ended December 31, 2021

IQWHUHVW H[SHQVH � ������� � ������� � ��� �� �
OWKHU LQFRPH �H[SHQVH�� QHW ��� ���� ��� ��� �
&KDQJH LQ IDLU YDOXH RI HDUQ�RXW OLDELOLW\ ��������� ² ��������� ²
&KDQJH LQ IDLU YDOXH RI ZDUUDQW OLDELOLW\ �������� ² �������� ²
&KDQJH LQ IDLU YDOXH RI GHULYDWLYH OLDELOLW\ ������� ² ������� ²
TRWDO QRQ�RSHUDWLQJ �H[SHQVH� � ��������� � �������

IQWHUHVW H[SHQVH IRU WKH \HDU HQGHG 'HFHPEHU ��� ���� GHFUHDVHG ���� PLOOLRQ� RU ������ WR ���� PLOOLRQ DV
FRPSDUHG WR ���� PLOOLRQ IRU WKH FRUUHVSRQGLQJ SHULRG LQ ����� TKH GHFUHDVH ZDV UHODWHG WR WKH &RPSDQ\ KDYLQJ
ORZHU LQWHUHVW UDWHV RQ RXWVWDQGLQJ GHEW ZKHQ FRPSDUHG WR ����� TKH &RPSDQ\ KDG KLJKHU GHEW EDODQFHV LQ ���� DV
FRPSDUHG WR WKH SULRU \HDU� KRZHYHU WKH ZHLJKWHG DYHUDJH LQWHUHVW UDWH LQ ���� ZDV ORZHU WKDQ ����� TKH ZHLJKWHG
DYHUDJH LQWHUHVW UDWH RQ GHEW IRU WKH \HDU HQGHG 'HFHPEHU ��� ���� ZDV ���� DV FRPSDUHG WR ���� LQ WKH
FRUUHVSRQGLQJ SHULRG LQ �����

OWKHU LQFRPH �H[SHQVH�� QHW FRQVLVWV RI PLVFHOODQHRXV LQFRPH �H[SHQVH� LWHPV VXFK DV EDQN DQG FUHGLW FDUG
IHHV� TKH LQFUHDVH IRU WKH \HDU HQGHG 'HFHPEHU ��� ���� DV FRPSDUHG WR WKH SULRU \HDU ZDV GXH WR WKH UHFHLSW RI D
FUHGLW FDUG UHEDWH RI ���� PLOOLRQ DQG D ���� PLOOLRQ JUDQW LQ ���� ZKLFK ZDV RIIVHW E\ UHFXUULQJ EDQN DQG FUHGLW
FDUG IHHV�

FRU WKH \HDU HQGHG 'HFHPEHU ��� ����� ZH UHFRJQL]HG ORVVHV IURP WKH FKDQJH LQ IDLU YDOXH RI HDUQ�RXW
OLDELOLWLHV� ZDUUDQW OLDELOLWLHV DQG GHULYDWLYH OLDELOLWLHV� TKH ORVVHV ZHUH UHFRUGHG IRU WKH \HDU HQGHG 'HFHPEHU ���
����� HDFK UHSUHVHQWLQJ WKH IROORZLQJ�

� 8SRQ WKH &ORVLQJ RQ FHEUXDU\ �� ����� ZH UHFRJQL]HG HDUQ�RXW OLDELOLWLHV RI ������ PLOOLRQ DV D UHVXOW RI
FHUWDLQ VWRFNKROGHUV EHLQJ HQWLWOHG WR UHFHLYH XS WR ���������� HDUQ�RXW VKDUHV� LQ WKH IRUP RI &RPPRQ
8QLWV RI AXWKHQWLF BUDQGV DQG &ODVV A FRPPRQ VWRFN RI WKH &RPSDQ\� LI FHUWDLQ PLOHVWRQHV ZHUH VDWLVILHG�
A WRWDO RI ����� RI WKH HDUQ�RXW VKDUHV ZHUH LVVXDEOH �³FLUVW TLHU 9HVWLQJ EYHQW´�� LQ WKH DJJUHJDWH� LI WKH
YROXPH ZHLJKWHG DYHUDJH WUDGLQJ SULFH RI RXU &ODVV A &RPPRQ SWRFN ZDV ������ RU JUHDWHU IRU DQ\ ��
WUDGLQJ GD\V ZLWKLQ D SHULRG RI �� WUDGLQJ GD\V SULRU WR WKH ILIWK DQQLYHUVDU\ RI WKH &ORVLQJ� TKH UHPDLQLQJ
����� RI WKH HDUQ�RXW VKDUHV ZHUH LVVXDEOH �³SHFRQG TLHU 9HVWLQJ EYHQW´�� LQ WKH DJJUHJDWH� LI WKH YROXPH
ZHLJKWHG DYHUDJH WUDGLQJ SULFH RI RXU &ODVV A &RPPRQ SWRFN ZDV ������ RU JUHDWHU IRU DQ\ �� WUDGLQJ
GD\V ZLWKLQ D SHULRG RI �� WUDGLQJ GD\V SULRU WR WKH VHYHQWK DQQLYHUVDU\ RI WKH &ORVLQJ� TKH FLUVW TLHU
9HVWLQJ EYHQW RFFXUUHG LQ 0DUFK ����� DQG DV D UHVXOW� ZH UHPHDVXUHG WKH UHVSHFWLYH OLDELOLW\ WR WKH IDLU
YDOXH DQG UHFRUGHG D UHDOL]HG ORVV RI ����� PLOOLRQ� TKH SHFRQG TLHU 9HVWLQJ EYHQW RFFXUUHG LQ ASULO �����
DQG DV D UHVXOW� ZH UHPHDVXUHG WKH UHVSHFWLYH OLDELOLW\ WR WKH IDLU YDOXH DQG UHFRUGHG D UHDOL]HG ORVV RI
������ PLOOLRQ� TKH FKDQJH LQ IDLU YDOXH RI WKH HDUQ�RXW OLDELOLWLHV ZDV SULPDULO\ D UHVXOW RI WKH LQFUHDVH RI
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WKH FORVLQJ SULFH RI RXU &ODVV A &RPPRQ SWRFN OLVWHG RQ WKH NYSE IURP FHEUXDU\ �� ���� WR ASULO ��
�����

� 8SRQ WKH &ORVLQJ RQ FHEUXDU\ �� ����� ZH UHFRJQL]HG ZDUUDQW OLDELOLWLHV RI ����� PLOOLRQ� IQ FRQQHFWLRQ
ZLWK WKH UHGHPSWLRQ RI RXU SXEOLF DQG SULYDWH ZDUUDQWV LQ 0D\ ����� WKH ZDUUDQW OLDELOLWLHV ZHUH
UHPHDVXUHG WR WKH IDLU YDOXH DQG D UHDOL]HG ORVV RI ����� PLOOLRQ ZDV UHFRUGHG� TKH FKDQJH LQ IDLU YDOXH RI
WKH ZDUUDQW OLDELOLWLHV ZDV SULPDULO\ D UHVXOW RI WKH LQFUHDVH RI WKH FORVLQJ SULFH RI RXU &ODVV A &RPPRQ
SWRFN OLVWHG RQ WKH NYSE IURP FHEUXDU\ �� ���� WR 0D\ �� �����

� 8SRQ WKH &ORVLQJ RQ FHEUXDU\ �� ����� ZH UHFRJQL]HG D GHULYDWLYH OLDELOLW\ RI ���� PLOOLRQ� IQ FRQQHFWLRQ
ZLWK WKH YHVWLQJ DSSOLFDEOH SUHPLXP WKDW ZDV SD\DEOH WR XQLWKROGHUV RI AXWKHQWLF BUDQGV LQ 0D\ ����� WKH
GHULYDWLYH OLDELOLW\ ZDV UHPHDVXUHG WR WKH IDLU YDOXH DQG D UHDOL]HG ORVV RI ���� PLOOLRQ ZDV UHFRUGHG� TKH
FKDQJH LQ IDLU YDOXH RI WKH GHULYDWLYH OLDELOLW\ ZDV SULPDULO\ D UHVXOW RI WKH LQFUHDVH RI WKH FORVLQJ SULFH RI
RXU &ODVV A &RPPRQ SWRFN OLVWHG RQ WKH NYSE IURP FHEUXDU\ �� ���� WR 0D\ �� �����

IQFRPH WD[ H[SHQVH ��� ���
EIIHFWLYH LQFRPH WD[ UDWH ���� � ²

FRU IXUWKHU GHWDLO RI LQFRPH WD[ PDWWHUV� VHH NRWH ��� Income Taxes� ZLWKLQ WKH DXGLWHG FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWV DSSHDULQJ HOVHZKHUH LQ WKLV AQQXDO 5HSRUW RQ FRUP ���K�

IQFRPH WD[ H[SHQVH ZDV ���� PLOOLRQ DQG ���� PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU ��� ���� DQG ����
UHVSHFWLYHO\� UHSUHVHQWLQJ HIIHFWLYH WD[ UDWHV RI ����� DQG ]HUR� IQ DGGLWLRQ� WKH WD[ EHQHILW IRU WKH \HDU HQGHG
'HFHPEHU ��� ���� UHIOHFWV WKH LPSDFW RI RXU DVVHVVPHQW WKDW ZH ZLOO QRW EH DEOH WR UHFRUG WKH EHQHILW RI FHUWDLQ
FXUUHQW \HDU GHIHUUHG WD[ DVVHWV IRU ZKLFK D YDOXDWLRQ DOORZDQFH LV H[SHFWHG�

OXU SULQFLSDO XVH RI FDVK LV WR VXSSRUW WKH JURZWK RI RXU EXVLQHVV LQFOXGLQJ LQFUHDVLQJ ZRUNLQJ FDSLWDO
UHTXLUHPHQWV UHODWHG WR LQYHQWRULHV DQG� DFFRXQWV UHFHLYDEOH� DQG JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV� FXUWKHUPRUH�
ZH XVH FDVK WR IXQG RXU GHEW VHUYLFH FRPPLWPHQWV� FDSLWDO HTXLSPHQW DFTXLVLWLRQV� OXWSRVW EXLOG RXWV DQG RWKHU
JURZWK�UHODWHG QHHGV�

OXU SULPDU\ VRXUFHV RI FDVK DUH ��� FDVK RQ KDQG� ��� FDVK SURYLGHG E\ RSHUDWLQJ DFWLYLWLHV� DQG ��� QHW
ERUURZLQJV IURP RXU FUHGLW IDFLOLWLHV� AV RI 'HFHPEHU ��� ����� RXU FDVK DQG FDVK HTXLYDOHQWV ZHUH ����� PLOOLRQ�
RXU ZRUNLQJ FDSLWDO ZDV ����� PLOOLRQ� DQG ZH KDG ����� PLOOLRQ RI DYDLODEOH ERUURZLQJV XQGHU RXU FUHGLW IDFLOLWLHV�
OXU DELOLW\ WR GUDZ IURP WKH FUHGLW IDFLOLWLHV LV VXEMHFW WR D ERUURZLQJ EDVH DQG RWKHU FRYHQDQWV� :H EHOLHYH WKDW
WKHVH VRXUFHV RI OLTXLGLW\ ZLOO EH VXIILFLHQW WR IXQG RXU ZRUNLQJ FDSLWDO UHTXLUHPHQWV DQG WR PHHW RXU FRPPLWPHQWV
LQ WKH RUGLQDU\ FRXUVH RI EXVLQHVV DQG XQGHU WKH FXUUHQW PDUNHW FRQGLWLRQV IRU DW OHDVW WKH QH[W WZHOYH PRQWKV�

Mortgages, Equipment Line, Revolving Line of Credit, and Notes Payable

IQ -XO\ ����� ZH HQWHUHG LQWR PRUWJDJH ORDQ DJUHHPHQWV WR UHILQDQFH WKH SXUFKDVH RI EXLOGLQJV IRU D WRWDO RI
���� PLOOLRQ DW DQ LQWHUHVW UDWH RI ����� SHU DQQXP� TKH ORDQV DUH VHFXUHG E\ WKH UHDO SURSHUW\ ILQDQFHG� TKH ORDQV
PDWXUH RQ -XO\ ��� ����� TKH ORDQV DUH SD\DEOH LQ PRQWKO\ LQVWDOOPHQWV RI SULQFLSDO DQG LQWHUHVW FRPPHQFLQJ RQ
AXJXVW ��� �����
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IQ ASULO ����� ZH HQWHUHG LQWR PRUWJDJH ORDQ DJUHHPHQW WR SXUFKDVH D EXLOGLQJ IRU D WRWDO RI ���� PLOOLRQ DW DQ
LQWHUHVW UDWH RI ����� SHU DQQXP� TKH ORDQ LV VHFXUHG E\ WKH UHDO SURSHUW\ ILQDQFHG� TKH ORDQ PDWXUHV RQ ASULO ���
����� TKH ORDQ LV SD\DEOH LQ PRQWKO\ LQVWDOOPHQWV RI SULQFLSDO DQG LQWHUHVW FRPPHQFLQJ RQ 0D\ ��� �����

IQ -XO\ ����� ZH HQWHUHG LQWR DQ HTXLSPHQW ILQDQFLQJ DJUHHPHQW ZKLFK SURYLGHG D FUHGLW OLQH WRWDOLQJ
���� PLOOLRQ DW DQ LQWHUHVW UDWH RI BORRPEHUJ SKRUW THUP BDQN YLHOG IQGH[ �³BSBY´� SOXV ����� �WKH ³ETXLSPHQW
LLQH´�� TKH ETXLSPHQW LLQH ZDV DPHQGHG LQ ASULO ���� WR LQFOXGH DGGLWLRQDO DYDLODELOLW\ RI ����� PLOOLRQ� FXUWKHU�
LQ -XO\ ����� DQ DGGLWLRQDO ���� PLOOLRQ ZDV DGGHG WR WKH DYDLODELOLW\ RI WKH ETXLSPHQW LLQH� IQ SHSWHPEHU �����
���� PLOOLRQ RXWVWDQGLQJ RQ WKH ETXLSPHQW LLQH ZDV FRQYHUWHG WR D ���PRQWK WHUP ORDQ WR EH XWLOL]HG IRU UHWDLO
H[SDQVLRQ �WKH ³5HWDLO FDFLOLW\´�� TKH ETXLSPHQW LLQH LV VHFXUHG E\ WKH HTXLSPHQW ILQDQFHG�

IQ ASULO ����� ZH HQWHUHG LQWR D ����� PLOOLRQ UHYROYLQJ OLQH RI FUHGLW DJUHHPHQW �WKH ³&UHGLW FDFLOLW\´�� TKH
&UHGLW FDFLOLW\ HDUQHG D IORDWLQJ LQWHUHVW UDWH FDOFXODWHG DW WKH SULPH UDWH SOXV ]HUR SHUFHQW�

IQ NRYHPEHU ����� ZH HQWHUHG LQWR DQ DPHQGPHQW WR LQFUHDVH WKH DYDLODEOH OLQH XQGHU WKH &UHGLW FDFLOLW\ WR
����� PLOOLRQ� IQWHUHVW RQO\ SD\PHQWV ZHUH GXH DQG SD\DEOH LQ LQVWDOOPHQWV FRPPHQFLQJ NRYHPEHU ��� ���� DQG
FRQWLQXH UHJXODUO\ XQWLO WKH HQWLUH DPRXQW RXWVWDQGLQJ LV GXH RQ -XQH ��� �����

IQ NRYHPEHU ����� AXWKHQWLF BUDQGV HQWHUHG LQWR D QHZ VHQLRU FUHGLW IDFLOLW\� ZKLFK LQFOXGHV D UHYROYLQJ FUHGLW
IDFLOLW\ RI XS WR ��� PLOOLRQ� VXEMHFW WR D ERUURZLQJ EDVH GHWHUPLQHG IURP HOLJLEOH DFFRXQWV UHFHLYDEOH DQG LQYHQWRU\
�WKH �SHQLRU &UHGLW FDFLOLW\��� TKH SHQLRU &UHGLW FDFLOLW\ EHDUV LQWHUHVW DW WKH BSBY SOXV ����� DQG PDWXUHV LQ
NRYHPEHU ����� IQ FRQQHFWLRQ ZLWK WKH HQWU\ LQWR WKH SHQLRU &UHGLW FDFLOLW\� AXWKHQWLF BUDQGV DQG LWV VXEVLGLDULHV
HDFK JUDQWHG D VHFXULW\ LQWHUHVW LQ DQG OLHQV XSRQ VXEVWDQWLDOO\ DOO RI WKHLU DVVHWV LQ IDYRU RI WKH OHQGHU WR VHFXUH
REOLJDWLRQV XQGHU WKH SHQLRU &UHGLW FDFLOLW\� AV RI 'HFHPEHU ��� ����� WKH EDODQFH RI WKH SHQLRU &UHGLW FDFLOLW\ ZDV
��� PLOOLRQ DQG WKH DPRXQW RI ERUURZLQJV DYDLODEOH ZDV ����� PLOOLRQ�

AV RI 'HFHPEHU ��� ����� WKH &RPSDQ\ KDV ���� PLOOLRQ RI RXWVWDQGLQJ QRWH SD\DEOH DJUHHPHQWV ZLWK D
ZHLJKWHG DYHUDJH LQWHUHVW UDWH RI ������ TKH QRWHV DUH SD\DEOH LQ DQQXDO LQVWDOOPHQWV VFKHGXOHG WR EH SDLG LQ IXOO LQ
�����

TKH &RPSDQ\ PD\� LQ WKH IXWXUH� REWDLQ DGGLWLRQDO FUHGLW IDFLOLWLHV� LQFUHDVH WKH VL]H RI RXU H[LVWLQJ FUHGLW
IDFLOLWLHV� RU LVVXH FRUSRUDWH GHEW� AQ\ VXFK LQFXUUHQFH RU LVVXDQFH ZRXOG EH VXEMHFW WR SUHYDLOLQJ PDUNHW FRQGLWLRQV�
RXU OLTXLGLW\ UHTXLUHPHQWV� FRQWUDFWXDO DQG UHJXODWRU\ UHVWULFWLRQV DQG RWKHU IDFWRUV� AQ\ GHEW LQFXUUHG RU LVVXHG PD\
EH VHFXUHG RU XQVHFXUHG� EHDU LQWHUHVW DW IL[HG RU YDULDEOH UDWHV� DQG PD\ EH VXEMHFW WR VXFK WHUPV DV WKH OHQGHU PD\
UHTXLUH DQG PDQDJHPHQW EHOLHYHV DFFHSWDEOH�

Cash Flows from Operating, Investing and Financing Activities

TKH IROORZLQJ WDEOH VXPPDUL]HV RXU FDVK IORZV IURP RSHUDWLQJ� LQYHVWLQJ DQG ILQDQFLQJ DFWLYLWLHV IRU WKH
SHULRGV LQGLFDWHG �LQ WKRXVDQGV��

&DVK IORZV SURYLGHG E\ �XVHG LQ��
OSHUDWLQJ DFWLYLWLHV � ��������� � �������
IQYHVWLQJ DFWLYLWLHV � �������� � ��������
FLQDQFLQJ DFWLYLWLHV � ������� � �����
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Comparison of the year ended December 31, 2022 to the year ended December 31, 2021

Operating Activities

&DVK IORZ IURP RSHUDWLQJ DFWLYLWLHV LV SULPDULO\ JHQHUDWHG IURP UHYHQXH IURP RXU 'T& DQG :KROHVDOH FKDQQHOV�

NHW FDVK XVHG LQ RSHUDWLQJ DFWLYLWLHV ZDV ������ PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU ��� ����� FRPSDUHG WR QHW
FDVK XVHG E\ RSHUDWLQJ DFWLYLWLHV RI ���� PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU ��� ����� FRU WKH \HDU HQGHG
'HFHPEHU ��� ����� WKH ������ PLOOLRQ LQFUHDVH LQ FDVK XVHG LQ RSHUDWLQJ DFWLYLWLHV ZDV GXH WR D QHW ORVV IURP
RSHUDWLRQV RI ������ PLOOLRQ FRPSDUHG WR QHW ORVV RI ����� PLOOLRQ IRU WKH VDPH SHULRG LQ ����� TRWDO QHW ORVV ZDV
RIIVHW E\ FKDQJHV LQ IDLU YDOXH RI WKH HDUQ�RXW OLDELOLW\ RI ������ PLOOLRQ DQG ZDUUDQW OLDELOLW\ RI ����� PLOOLRQ�
AGGLWLRQDOO\� WKHUH ZHUH LQFUHDVHV LQ DFFRXQWV UHFHLYDEOH RI ����� PLOOLRQ DQG LQYHQWRULHV RI ����� PLOOLRQ� RIIVHW E\
D GHFUHDVH LQ DFFRXQWV SD\DEOH RI ���� PLOOLRQ DQG LQFUHDVH LQ DFFUXHG OLDELOLWLHV RI ����� PLOOLRQ�

Investing Activities

NHW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHV ZDV ����� PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU ��� ����� FRPSDUHG WR QHW
FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHV RI ����� PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU ��� ����� TKH ����� PLOOLRQ LQFUHDVH
LQ QHW FDVK XVHG ZDV SULPDULO\ GXH WR FRQWLQXHG VSHQG RQ FDSLWDO H[SHQGLWXUH SURMHFWV IRU RXU OXWSRVW ORFDWLRQV�
URDVWLQJ IDFLOLWLHV� DQG VRIWZDUH DQG RWKHU LQIRUPDWLRQ WHFKQRORJ\ LQYHVWPHQWV�

Financing Activities

NHW FDVK SURYLGHG E\ ILQDQFLQJ DFWLYLWLHV ZDV ������ PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU ��� ����� FRPSDUHG
WR QHW FDVK SURYLGHG E\ ILQDQFLQJ DFWLYLWLHV RI ���� PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU ��� ����� TKH ������
PLOOLRQ LQFUHDVH LQ QHW FDVK IURP ILQDQFLQJ DFWLYLWLHV ZDV SULPDULO\ GXH WR FDVK SURYLGHG E\ SURFHHGV IURP WKH
BXVLQHVV &RPELQDWLRQ RI ������ PLOOLRQ RIIVHW E\ QHW FDVK XVHG LQ WKH GLVWULEXWLRQ DQG UHGHPSWLRQ RI SHULHV A
SUHIHUUHG HTXLW\ RI ������ PLOOLRQ� SD\PHQW RI BXVLQHVV &RPELQDWLRQ FRVWV RI ����� PLOOLRQ� UHGHPSWLRQ RI &ODVV A
DQG &ODVV B VKDUHV RI ����� PLOOLRQ� DQG UHGHPSWLRQ RI LQFHQWLYH XQLWV RI ���� PLOOLRQ� AGGLWLRQDOO\� WKH &RPSDQ\
UHFHLYHG QHW FDVK SURFHHGV RI ����� PLOOLRQ IURP LVVXDQFH RI ORQJ�WHUP GHEW RIIVHW E\ FDVK XVHG IRU UHSD\PHQW RI
ORQJ�WHUP GHEW RI ����� PLOOLRQ GXULQJ WKH \HDU HQGHG 'HFHPEHU ��� ���� FRPSDUHG WR QHW FDVK SURFHHGV RI �����
PLOOLRQ IURP LVVXDQFH RI ORQJ�WHUP GHEW RIIVHW E\ FDVK XVHG IRU UHSD\PHQW RI ORQJ�WHUP GHEW RI ����� PLOOLRQ GXULQJ
WKH \HDU HQGHG 'HFHPEHU ��� �����

'XULQJ ����� WKH &RPSDQ\ HQWHUHG LQWR VHYHUDO SXUFKDVH DJUHHPHQWV WR SXUFKDVH FRIIHH SURGXFW IURP WKLUG�
SDUW\ VXSSOLHUV� TKH PLQLPXP SXUFKDVH DPRXQWV DUH EDVHG RQ TXDQWLW\ DQG LQ WKH DJJUHJDWH DUH DQWLFLSDWHG WR EH
DSSUR[LPDWHO\ ����� PLOOLRQ IRU ���� DQG ����� PLOOLRQ IRU �����

IQ SHSWHPEHU ����� WKH &RPSDQ\ HQWHUHG LQWR D PDQXIDFWXULQJ DQG SXUFKDVH DJUHHPHQW WR SXUFKDVH FDQQHG
EHYHUDJH SURGXFW IURP D WKLUG�SDUW\ VXSSOLHU� TKH LQLWLDO WHUP HQGV RQ 'HFHPEHU ��� ����� DQG DXWRPDWLFDOO\
UHQHZV IRU WZR FRQVHFXWLYH \HDU SHULRGV� XQOHVV HLWKHU SDUW\ SURYLGHV QRWLFH RI FDQFHOODWLRQ DW OHDVW ��� GD\V SULRU WR
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WKH HQG RI WKH FXUUHQW WHUP� TKH PLQLPXP SXUFKDVH DPRXQW FDUULHV D PLQLPXP VXUFKDUJH RI DSSUR[LPDWHO\ ����
PLOOLRQ IRU ����� ����� PLOOLRQ IRU ���� DQG ����� PLOOLRQ IRU �����

IQ NRYHPEHU ����� WKH &RPSDQ\ HQWHUHG LQWR D PDQXIDFWXULQJ DQG SXUFKDVH DJUHHPHQW WR SXUFKDVH FRIIHH
SURGXFW IURP D WKLUG�SDUW\ VXSSOLHU� TKH WHUP UHPDLQV LQ HIIHFW XQWLO 'HFHPEHU ��� ����� TKH PLQLPXP SXUFKDVH
DPRXQW LV EDVHG RQ TXDQWLW\ DQG ZLOO EH DSSUR[LPDWHO\ ���� PLOOLRQ RQ DQ DQQXDO EDVLV�

LLDELOLWLHV UHODWLQJ WR RSHUDWLQJ OHDVHV WKDW KDYH FRPPHQFHG DV RI 'HFHPEHU ��� ���� KDYH EHHQ UHSRUWHG RQ WKH
EDODQFH VKHHW DV RSHUDWLQJ OHDVH OLDELOLWLHV� AV RI 'HFHPEHU ��� ����� ZH KDYH HQWHUHG LQWR RSHUDWLQJ OHDVHV WKDW
KDYH QRW \HW FRPPHQFHG RI ����� PLOOLRQ� SULPDULO\ UHODWHG WR UHDO HVWDWH OHDVHV� TKHVH OHDVHV ZLOO FRPPHQFH
EHWZHHQ ILVFDO \HDU ���� DQG ILVFDO \HDU ���� ZLWK OHDVH WHUPV RI �� \HDUV WR �� \HDUV�

FXWXUH FDSLWDO UHTXLUHPHQWV ZLOO YDU\ PDWHULDOO\ IURP SHULRG WR SHULRG DQG ZLOO GHSHQG RQ IDFWRUV VXFK DV DGGLQJ
DGGLWLRQDO URDVWLQJ FDSDFLW\� H[SDQVLRQ RI RXU FRUSRUDWH DQG LQIRUPDWLRQ WHFKQRORJ\ LQIUDVWUXFWXUH UHODWLQJ WR JURZWK
LQLWLDWLYHV DQG H[SDQVLRQ DQG JURZWK E\ RSHQLQJ DGGLWLRQDO FRPSDQ\�RSHUDWHG OXWSRVWV� :H FXUUHQWO\ H[SHFW WR
IXQG RXU PDWHULDO FDSLWDO UHTXLUHPHQWV ZLWK ERUURZLQJV IURP RXU FUHGLW IDFLOLWLHV� EXW ZH PD\ DOVR VHHN DGGLWLRQDO
GHEW RU HTXLW\ ILQDQFLQJ�

&ULWLFDO DFFRXQWLQJ HVWLPDWHV DUH WKRVH WKDW PDQDJHPHQW EHOLHYHV DUH WKH PRVW LPSRUWDQW SRUWUD\DO RI RXU
ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV DQG UHTXLUH WKH PRVW GLIILFXOW� VXEMHFWLYH RU FRPSOH[ MXGJPHQWV� RIWHQ
DV D UHVXOW RI WKH QHHG WR PDNH HVWLPDWHV DERXW WKH HIIHFW RI PDWWHUV WKDW DUH LQKHUHQWO\ XQFHUWDLQ� TKHVH HVWLPDWHV DUH
GHYHORSHG EDVHG RQ KLVWRULFDO H[SHULHQFH DQG YDULRXV RWKHU DVVXPSWLRQV WKDW ZH EHOLHYH WR EH UHDVRQDEOH XQGHU WKH
FLUFXPVWDQFHV� &ULWLFDO DFFRXQWLQJ HVWLPDWHV DUH DFFRXQWLQJ HVWLPDWHV ZKHUH WKH QDWXUH RI WKH HVWLPDWHV DUH PDWHULDO
GXH WR WKH OHYHOV RI VXEMHFWLYLW\ DQG MXGJPHQW QHFHVVDU\ WR DFFRXQW IRU KLJKO\ XQFHUWDLQ PDWWHUV RU WKH VXVFHSWLELOLW\
RI VXFK PDWWHUV WR FKDQJH DQG WKH LPSDFW RI WKH HVWLPDWHV RQ ILQDQFLDO FRQGLWLRQ RU RSHUDWLQJ SHUIRUPDQFH LV
PDWHULDO�

OXU VLJQLILFDQW DFFRXQWLQJ HVWLPDWHV DUH GLVFXVVHG LQ PRUH GHWDLO LQ NRWH � WR RXU FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWV LQFOXGHG LQ IWHP � RI PDUW II RI WKLV ���K� TKH FULWLFDO DFFRXQWLQJ HVWLPDWHV� DVVXPSWLRQV� DQG MXGJPHQWV
WKDW ZH EHOLHYH KDYH WKH PRVW VLJQLILFDQW LPSDFW RQ RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV DUH GHVFULEHG EHORZ�

Revenue Recognition

:H UHFRJQL]H UHYHQXH LQ DFFRUGDQFH ZLWK AFFRXQWLQJ SWDQGDUGV &RGLILFDWLRQ ���� 5HYHQXH LV UHFRJQL]HG ZKHQ
D FXVWRPHU REWDLQV FRQWURO RI SURGXFWV RU VHUYLFHV LQ DQ DPRXQW WKDW UHIOHFWV WKH FRQVLGHUDWLRQ ZKLFK ZH UHFHLYHG� RU
H[SHFW WR UHFHLYH� LQ H[FKDQJH IRU WKRVH JRRGV RU VHUYLFHV� :H DUH UHTXLUHG WR LGHQWLI\ RXU FRQWUDFWV ZLWK FXVWRPHUV�
LGHQWLI\ WKH SHUIRUPDQFH REOLJDWLRQV LQ D FRQWUDFW� GHWHUPLQH WKH WUDQVDFWLRQ SULFH� DOORFDWH WKH WUDQVDFWLRQ SULFH WR
WKH SHUIRUPDQFH REOLJDWLRQV LQ WKH FRQWUDFW DQG UHFRJQL]H UHYHQXH ZKHQ �RU DV� WKH HQWLW\ VDWLVILHV D SHUIRUPDQFH
REOLJDWLRQ�

TKH PDMRULW\ RI RXU UHYHQXH LV GHULYHG IURP WKH VDOH RI RXU SURGXFWV� IQ GHWHUPLQLQJ WKH WUDQVDFWLRQ SULFH� ZH
HYDOXDWH ZKHWKHU WKH SULFH LV VXEMHFW WR UHIXQG RU DGMXVWPHQW WR GHWHUPLQH WKH QHW FRQVLGHUDWLRQ WR ZKLFK ZH H[SHFW
WR EH HQWLWOHG�

5HYHQXH LV UHFRJQL]HG ZKHQ FRQWURO RI WKH SURGXFW LV WUDQVIHUUHG WR WKH FXVWRPHU �L�H�� ZKHQ RXU SHUIRUPDQFH
REOLJDWLRQ LV VDWLVILHG�� ZKLFK LV GHILQHG E\ WKH FRPPHUFLDO WHUPV RI HDFK SXUFKDVH EXW W\SLFDOO\ RFFXUV DW WKH GDWH RI
GHOLYHU\ RI WKH PHUFKDQGLVH WR WKH FXVWRPHU� AV VXFK� FXVWRPHU RUGHUV DUH UHFRUGHG DV GHIHUUHG UHYHQXH SULRU WR
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GHOLYHU\ RI SURGXFWV� IQ GHWHUPLQLQJ ZKHWKHU FRQWURO KDV WUDQVIHUUHG� ZH FRQVLGHUHG ZKHWKHU ULVNV DQG UHZDUGV RI
RZQHUVKLS KDYH WUDQVIHUUHG WR WKH FXVWRPHU� :H HVWLPDWH ZKLFK VKLSPHQWV KDYH EHHQ GHOLYHUHG DQG UHFRJQL]H
FRUUHVSRQGLQJ UHYHQXH DW WKH HQG RI WKH SHULRG� 'HOLYHU\ GDWH HVWLPDWHV DUH EDVHG RQ DYHUDJH WUDQVLW WLPHV FDOFXODWHG
EDVHG RQ IDFWRUV VXFK DV WKH W\SH RI FDUULHU� WKH IXOILOOPHQW VRXUFH� WKH GHOLYHU\ GHVWLQDWLRQ DQG KLVWRULFDO WUDQVLW WLPH
H[SHULHQFH� AFWXDO VKLSSLQJ WLPHV PD\ GLIIHU IURP RXU HVWLPDWHV�

Loyalty Rewards Program

:H KDYH D OR\DOW\ SRLQWV UHZDUGV SURJUDP �WKH ³LR\DOW\ PURJUDP´� WKDW LV SULPDULO\ D VSHQG�EDVHG SURJUDP�
&XVWRPHUV FDQ HDUQ �� RU �� RQ SXUFKDVHV GHSHQGLQJ RQ ZKHWKHU WKH SXUFKDVH LV D VXEVFULSWLRQ RU QRQ�
VXEVFULSWLRQ� B5&& UHVHUYHV WKH ULJKW LQ LWV VROH GLVFUHWLRQ WR PRGLI\� FKDQJH� DGG� RU UHPRYH DFWLYLWLHV ZKLFK FDQ
EH DFFRPSOLVKHG WR HDUQ SRLQWV DW DQ\ WLPH� 8QGHU WKH LR\DOW\ PURJUDP� FXVWRPHUV PD\ UHGHHP UHZDUGV DV WKH\
UHDFK PLQLPXP WKUHVKROGV SHU UHZDUG� LR\DOW\ SRLQWV ZLOO H[SLUH LI WKHUH LV QR DFFRXQW DFWLYLW\ �L�H�� LI WKHUH LV QR
QHZ SXUFKDVH PDGH RU RUGHU SODFHG� LQ D SHULRG RI WZHOYH PRQWKV� &RQYHUVLRQ RI UHZDUGV DUH QRQ�FKDQJHDEOH DIWHU
UHGHPSWLRQ� KDYH QR FDVK YDOXH� DQG DUH QRQ�WUDQVIHUDEOH�

TKH &RPSDQ\ GHIHUV UHYHQXH DVVRFLDWHG ZLWK WKH SRLQWV HDUQHG WKURXJK SXUFKDVHV WKDW DUH H[SHFWHG WR EH
UHGHHPHG� QHW RI HVWLPDWHG XQUHGHHPHG OR\DOW\ SRLQWV� LR\DOW\ SRLQWV WKDW DUH HVWLPDWHG WR EH XQUHGHHPHG LV EDVHG
RQ D KLVWRULFDO SHUFHQWDJH RI H[SLUHG SRLQWV� :KHQ D FXVWRPHU UHGHHPV DQ HDUQHG UHZDUG� WKH &RPSDQ\ UHFRJQL]HV
UHYHQXH IRU WKH UHGHHPHG SURGXFW DQG UHGXFHV WKH UHODWHG GHIHUUHG UHYHQXH OLDELOLW\� TKH GHIHUUHG UHYHQXH OLDELOLW\ LV
LQFOXGHG LQ GHIHUUHG UHYHQXH DQG JLIW FDUG OLDELOLW\ RQ WKH FRQVROLGDWHG EDODQFH VKHHWV�

FRU WKRVH SRLQWV WKDW DUH HDUQHG WKURXJK RWKHU DFWLYLWLHV� WKH &RPSDQ\ UHFRJQL]HV WKH UHGHPSWLRQ RI WKHVH SRLQWV
DV D GLVFRXQW WR WKH WUDQVDFWLRQ SULFH DW WLPH RI VDOH�

Equity-Based Compensation

TKH &RPSDQ\ DFFRXQWV IRU VWRFN�EDVHG FRPSHQVDWLRQ LQ DFFRUGDQFH ZLWK AS& TRSLF ���� Compensation —
Stock Compensation� ETXLW\�EDVHG DZDUGV DUH PDLQO\ DZDUGHG WR HPSOR\HHV DQG PHPEHUV RI RXU BRDUG DQG
PHDVXUHG DW IDLU YDOXH DW HDFK JUDQW GDWH� :H FDOFXODWH WKH IDLU YDOXH RI VWRFN RSWLRQV RQ WKH GDWH RI JUDQW XVLQJ WKH
BODFN�SFKROHV RSWLRQ�SULFLQJ PRGHO� :H FDOFXODWH WKH IDLU YDOXH RI UHVWULFWHG VWRFN XQLWV RQ WKH GDWH RI JUDQW EDVHG
RQ WKH FORVLQJ SULFH RI RXU &ODVV A &RPPRQ SWRFN� :H FDOFXODWH WKH IDLU YDOXH RI SHUIRUPDQFH�EDVHG UHVWULFWHG
VWRFN XQLWV RQ WKH GDWH RI JUDQW XVLQJ WKH 0RQWH &DUOR SULFLQJ PRGHO� :H UHFRJQL]H H[SHQVH RYHU WKH UHTXLVLWH
VHUYLFH SHULRG IRU DZDUGV H[SHFWHG WR YHVW XVLQJ WKH VWUDLJKW�OLQH PHWKRG DQG UHFRJQL]H IRUIHLWXUHV DV WKH\ RFFXU� SHH
NRWH ��� Equity-Based Compensation ZLWKLQ WKH DXGLWHG FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV DSSHDULQJ HOVHZKHUH LQ
WKLV AQQXDO 5HSRUW RQ FRUP ���K IRU DGGLWLRQDO LQIRUPDWLRQ UHJDUGLQJ WKH DFFRXQWLQJ IRU VWRFN�EDVHG DZDUGV�

BHIRUH WKH BXVLQHVV &RPELQDWLRQ� WKH &RPSDQ\ HQJDJHG D WKLUG�SDUW\ DSSUDLVHU �WKH ³ASSUDLVHU´� WR DVVLVW
PDQDJHPHQW LQ HVWLPDWLQJ WKH IDLU YDOXH RI WKH LQFHQWLYH XQLWV� TKH ASSUDLVHU FRQVLGHUHG DOO WKUHH YDOXDWLRQ
DSSURDFKHV WR YDOXH WKH &RPSDQ\¶V WRWDO HTXLW\� WKH LQFRPH DSSURDFK� PDUNHW DSSURDFK DQG FRVW DSSURDFK EXW
W\SLFDOO\ UHOLHG SULPDULO\ RQ WKH LQFRPH DQG PDUNHW DSSURDFKHV� TKH ASSUDLVHU WKHQ ZHLJKHG WKH VHOHFWHG
DSSURDFKHV FRQVLGHULQJ WKH UHOLDELOLW\ RI HDFK DSSURDFK DV RI WKH JUDQW GDWH� SXEVHTXHQWO\� WKH ASSUDLVHU DOORFDWHG
WKH WRWDO HTXLW\ YDOXH WR WKH FODVVHV RI VKDUHV� 'LVFRXQWV IRU ODFN RI PDUNHWDELOLW\ ZHUH FRQVLGHUHG EDVHG RQ WKH IDFWV
DQG FLUFXPVWDQFHV RI WKH FODVV RI VKDUHV DW HDFK JUDQW GDWH�

ASSO\LQJ WKHVH YDOXDWLRQ DQG DOORFDWLRQ DSSURDFKHV LQYROYHV WKH XVH RI HVWLPDWHV� MXGJPHQW DQG DVVXPSWLRQV
WKDW DUH KLJKO\ FRPSOH[ DQG VXEMHFWLYH� VXFK DV WKRVH UHJDUGLQJ WKH &RPSDQ\¶V H[SHFWHG IXWXUH UHYHQXH� H[SHQVHV
DQG FDVK IORZV� DV ZHOO DV GLVFRXQW UDWHV� YDOXDWLRQ PXOWLSOHV� WKH VHOHFWLRQ RI FRPSDUDEOH SXEOLF FRPSDQLHV DQG
FRPSDUDEOH WUDQVDFWLRQV DQG WKH SUREDELOLW\ RI IXWXUH HYHQWV� &KDQJHV LQ DQ\ RU DOO RI WKHVH HVWLPDWHV DQG
DVVXPSWLRQV� RU WKH UHODWLRQVKLSV EHWZHHQ WKHVH DVVXPSWLRQV� LPSDFW WKH &RPSDQ\¶V YDOXDWLRQ DV RI HDFK YDOXDWLRQ
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GDWH DQG PD\ KDYH D PDWHULDO LPSDFW RQ WKH YDOXDWLRQ RI WKH &RPSDQ\¶V HTXLW\ DQG HTXLW\ DZDUGV� TKHVH HVWLPDWHV
LQYROYH LQKHUHQW XQFHUWDLQWLHV DQG� LI GLIIHUHQW DVVXPSWLRQV KDG EHHQ XVHG� HTXLW\�EDVHG FRPSHQVDWLRQ H[SHQVH
FRXOG KDYH EHHQ PDWHULDOO\ GLIIHUHQW IURP WKH DPRXQWV UHFRUGHG�

SHH NRWH � WR RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV LQFOXGHG LQ IWHP � RI PDUW II RI WKLV ���K IRU PRUH
LQIRUPDWLRQ DERXW UHFHQW DFFRXQWLQJ SURQRXQFHPHQWV� WKH WLPLQJ RI WKHLU DGRSWLRQ� DQG RXU DVVHVVPHQW� WR WKH H[WHQW
LW KDV PDGH RQH� RI WKHLU SRWHQWLDO LPSDFW RQ RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV�

TKH -OBS AFW FRQWDLQV SURYLVLRQV WKDW� DPRQJ RWKHU WKLQJV� UHOD[ FHUWDLQ UHSRUWLQJ UHTXLUHPHQWV IRU TXDOLI\LQJ
SXEOLF FRPSDQLHV IRU XS WR ILYH \HDUV RU XQWLO ZH DUH QR ORQJHU DQ HPHUJLQJ JURZWK FRPSDQ\� :H TXDOLI\ DV DQ
³HPHUJLQJ JURZWK FRPSDQ\´ DQG XQGHU WKH -OBS AFW DUH DOORZHG WR FRPSO\ ZLWK QHZ RU UHYLVHG DFFRXQWLQJ
SURQRXQFHPHQWV EDVHG RQ WKH HIIHFWLYH GDWH IRU SULYDWH �QRW SXEOLFO\ WUDGHG� FRPSDQLHV� :H DUH HOHFWLQJ WR GHOD\ WKH
DGRSWLRQ RI QHZ RU UHYLVHG DFFRXQWLQJ VWDQGDUGV� DQG DV D UHVXOW� ZH PD\ QRW FRPSO\ ZLWK QHZ RU UHYLVHG DFFRXQWLQJ
VWDQGDUGV RQ WKH UHOHYDQW GDWHV RQ ZKLFK DGRSWLRQ RI VXFK VWDQGDUGV LV UHTXLUHG IRU QRQ�HPHUJLQJ JURZWK FRPSDQLHV�
AV D UHVXOW� WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV PD\ QRW EH FRPSDUDEOH WR WKRVH RI FRPSDQLHV WKDW FRPSO\ ZLWK
QHZ RU UHYLVHG DFFRXQWLQJ SURQRXQFHPHQWV DV RI SXEOLF FRPSDQ\ HIIHFWLYH GDWHV�

OXU SURILWDELOLW\ LV GHSHQGHQW RQ� DPRQJ RWKHU WKLQJV� RXU DELOLW\ WR DQWLFLSDWH DQG UHDFW WR FKDQJHV LQ FRVWV RI
NH\ RSHUDWLQJ UHVRXUFHV� &RPPRGLW\ SULFH ULVN LV RXU SULPDU\ PDUNHW ULVN� ZKLFK LV DIIHFWHG E\ SXUFKDVHV RI FRIIHH
EHDQV� GDLU\ SURGXFWV� DOXPLQXP FDQV DQG RWKHU PDWHULDOV DQG FRPPRGLWLHV� :H SXUFKDVH DQG URDVW TXDOLW\ FRIIHH
EHDQV WKDW FDQ EH VXEMHFW WR VLJQLILFDQW YRODWLOLW\� IQFUHDVHV LQ WKH ³&´ FRIIHH FRPPRGLW\ SULFH LQFUHDVH WKH SULFH RI
KLJK�TXDOLW\ FRIIHH� :H JHQHUDOO\ HQWHU LQWR IL[HG SULFH SXUFKDVH FRPPLWPHQWV IRU WKH JUHHQ FRIIHH ZH URDVW�

TKH VXSSO\ DQG SULFH RI FRIIHH ZH SXUFKDVH FDQ DOVR EH DIIHFWHG E\ PXOWLSOH IDFWRUV LQ WKH SURGXFLQJ FRXQWULHV�
VXFK DV ZHDWKHU �LQFOXGLQJ WKH SRWHQWLDO HIIHFWV RI FOLPDWH FKDQJH�� QDWXUDO GLVDVWHUV� FURS GLVHDVH� LQYHQWRU\ OHYHOV�
DQG SROLWLFDO DQG HFRQRPLF FRQGLWLRQV� BHFDXVH RI WKH VLJQLILFDQFH RI FRIIHH EHDQV WR RXU RSHUDWLRQV� FRPELQHG ZLWK
RXU DELOLW\ WR RQO\ SDUWLDOO\ PLWLJDWH IXWXUH SULFH ULVN WKURXJK SXUFKDVLQJ SUDFWLFHV� LQFUHDVHV LQ WKH FRVW RI KLJK�
TXDOLW\ FRIIHH EHDQV FRXOG KDYH D PDWHULDO DGYHUVH LPSDFW RQ RXU SURILWDELOLW\�

IQ RUGHU WR PDLQWDLQ OLTXLGLW\ DQG IXQG FHUWDLQ EXVLQHVV RSHUDWLRQV� RXU SHQLRU &UHGLW FDFLOLW\ EHDUV D YDULDEOH
LQWHUHVW UDWH EDVHG RQ WKH BSBY SOXV ������ TKH ETXLSPHQW LLQH EHDUV D YDULDEOH LQWHUHVW UDWH EDVHG RQ WKH BSBY
SOXV ������ :H VHHN WR PDQDJH H[SRVXUH WR DGYHUVH LQWHUHVW UDWH FKDQJHV WKURXJK RXU QRUPDO RSHUDWLQJ DQG
ILQDQFLQJ DFWLYLWLHV� AV RI 'HFHPEHU ��� ����� ZH KDG ��� PLOOLRQ RXWVWDQGLQJ RQ WKH SHQLRU &UHGLW FDFLOLW\ ZLWK
DYDLODEOH ERUURZLQJV RI ����� PLOOLRQ� AV RI 'HFHPEHU ��� ����� ZH KDG ���� PLOOLRQ RXWVWDQGLQJ RQ WKH ETXLSPHQW
LLQH ZLWK DYDLODEOH ERUURZLQJV RI ���� PLOOLRQ� TKH FDUU\LQJ YDOXH RI WKH YDULDEOH LQWHUHVW UDWH GHEW DSSUR[LPDWHV LWV
IDLU YDOXH DV WKH ERUURZLQJV DUH EDVHG RQ PDUNHW LQWHUHVW UDWHV� A K\SRWKHWLFDO LQFUHDVH RI LQWHUHVW UDWHV RI �� RQ RXU
RXWVWDQGLQJ YDULDEOH UDWH ERUURZLQJV ZRXOG UHVXOW LQ DGGLWLRQDO LQWHUHVW H[SHQVH RI DSSUR[LPDWHO\ ���� PLOOLRQ�



��

IQIODWLRQDU\ IDFWRUV VXFK DV LQFUHDVHV LQ WKH FRVW RI RXU SURGXFWV� RYHUKHDG FRVWV DQG SDUFHO IUHLJKW FRVWV KDYH
KDG DQ LPSDFW RQ RXU RSHUDWLQJ UHVXOWV� :KLOH ZH KDYH EHJXQ WR SDUWLDOO\ RIIVHW LQIODWLRQ DQG RWKHU FKDQJHV LQ FRVWV
RI HVVHQWLDO RSHUDWLQJ UHVRXUFHV E\ VOLJKWO\ LQFUHDVLQJ SULFHV� DORQJ ZLWK PRUH HIILFLHQW SXUFKDVLQJ SUDFWLFHV DQG
SURGXFWLYLW\ LPSURYHPHQWV� WKHUH FDQ EH QR DVVXUDQFH WKDW ZH ZLOO EH DEOH WR FRQWLQXH WR GR VR LQ WKH IXWXUH� FURP
WLPH WR WLPH� FRPSHWLWLYH FRQGLWLRQV FRXOG OLPLW RXU SULFLQJ IOH[LELOLW\� TKHUH FDQ EH QR DVVXUDQFH WKDW IXWXUH FRVW
LQFUHDVHV FDQ EH RIIVHW E\ LQFUHDVHG SULFHV RU WKDW LQFUHDVHG SULFHV ZLOO EH IXOO\ DEVRUEHG E\ RXU FXVWRPHUV ZLWKRXW
DQ\ UHVXOWLQJ FKDQJH WR WKHLU SXUFKDVLQJ SDWWHUQV� IQ DGGLWLRQ� WKHUH FDQ EH QR DVVXUDQFH WKDW ZH ZLOO JHQHUDWH RYHUDOO
UHYHQXH JURZWK LQ DQ DPRXQW VXIILFLHQW WR RIIVHW LQIODWLRQDU\ RU RWKHU FRVW SUHVVXUHV� TKH FRVW RI FRQVWUXFWLQJ RXU
OXWSRVWV LV VXEMHFW WR LQIODWLRQ� ZKLFK FRXOG LQFUHDVH WKH FRVWV RI ODERU DQG PDWHULDOV� AQ LQFUHDVLQJ UDWH RI LQIODWLRQ
LQ WKH IXWXUH PD\ KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU DELOLW\ WR PDLQWDLQ FXUUHQW OHYHOV RI JURVV SURILW DQG RSHUDWLQJ
H[SHQVHV� LI WKH VHOOLQJ SULFHV RI RXU SURGXFWV GR QRW LQFUHDVH ZLWK WKHVH LQFUHDVHG FRVWV�
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5HSRUW RI IQGHSHQGHQW 5HJLVWHUHG PXEOLF AFFRXQWLQJ FLUP �P&AOB I'� ��� F��
&RQVROLGDWHG BDODQFH SKHHWV F��
&RQVROLGDWHG SWDWHPHQWV RI OSHUDWLRQV F��
&RQVROLGDWHG SWDWHPHQWV RI SWRFNKROGHUV¶ 'HILFLW F��
&RQVROLGDWHG SWDWHPHQWV RI &DVK FORZV F��
NRWHV WR &RQVROLGDWHG FLQDQFLDO SWDWHPHQWV F���
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TR WKH SWRFNKROGHUV DQG BRDUG RI 'LUHFWRUV RI B5& IQF�

:H KDYH DXGLWHG WKH DFFRPSDQ\LQJ FRQVROLGDWHG EDODQFH VKHHWV RI B5& IQF� �WKH &RPSDQ\� DV RI 'HFHPEHU ��� ����
DQG ����� WKH UHODWHG FRQVROLGDWHG VWDWHPHQWV RI RSHUDWLRQV� VWRFNKROGHUV
 GHILFLW� DQG FDVK IORZV IRU HDFK RI WKH WKUHH
\HDUV LQ WKH SHULRG HQGHG 'HFHPEHU ��� ����� DQG WKH UHODWHG QRWHV �FROOHFWLYHO\ UHIHUUHG WR DV WKH ³FRQVROLGDWHG
ILQDQFLDO VWDWHPHQWV´�� IQ RXU RSLQLRQ� WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV SUHVHQW IDLUO\� LQ DOO PDWHULDO UHVSHFWV� WKH
ILQDQFLDO SRVLWLRQ RI WKH &RPSDQ\ DW 'HFHPEHU ��� ���� DQG ����� DQG WKH UHVXOWV RI LWV RSHUDWLRQV DQG LWV FDVK IORZV
IRU HDFK RI WKH WKUHH \HDUV LQ WKH SHULRG HQGHG 'HFHPEHU ��� ����� LQ FRQIRUPLW\ ZLWK 8�S� JHQHUDOO\ DFFHSWHG
DFFRXQWLQJ SULQFLSOHV�

AV GLVFXVVHG LQ NRWH � WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV� WKH &RPSDQ\ FKDQJHG LWV PHWKRG RI DFFRXQWLQJ IRU
OHDVHV LQ ���� GXH WR WKH DGRSWLRQ RI AFFRXQWLQJ SWDQGDUGV 8SGDWHG �AS8� NR� �������� Leases (Topic 842).

TKHVH ILQDQFLDO VWDWHPHQWV DUH WKH UHVSRQVLELOLW\ RI WKH &RPSDQ\
V PDQDJHPHQW� OXU 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 PXEOLF &RPSDQ\ AFFRXQWLQJ OYHUVLJKW BRDUG �8QLWHG SWDWHV� �P&AOB� DQG DUH UHTXLUHG WR EH LQGHSHQGHQW ZLWK
UHVSHFW WR WKH &RPSDQ\ LQ DFFRUGDQFH ZLWK WKH 8�S� IHGHUDO VHFXULWLHV ODZV DQG WKH DSSOLFDEOH UXOHV DQG UHJXODWLRQV RI
WKH SHFXULWLHV DQG E[FKDQJH &RPPLVVLRQ DQG WKH P&AOB�

:H FRQGXFWHG RXU DXGLWV LQ DFFRUGDQFH ZLWK WKH VWDQGDUGV RI WKH P&AOB� TKRVH 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� TKH &RPSDQ\ LV QRW UHTXLUHG WR KDYH� QRU ZHUH ZH HQJDJHG WR SHUIRUP�
DQ DXGLW RI LWV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ� AV SDUW RI RXU DXGLWV� ZH DUH UHTXLUHG WR REWDLQ DQ XQGHUVWDQGLQJ
RI LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ EXW QRW IRU WKH SXUSRVH RI H[SUHVVLQJ DQ RSLQLRQ RQ WKH HIIHFWLYHQHVV RI WKH
&RPSDQ\
V LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ� AFFRUGLQJO\� ZH H[SUHVV QR VXFK RSLQLRQ�

OXU 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� SXFK SURFHGXUHV LQFOXGHG
H[DPLQLQJ� RQ D WHVW EDVLV� HYLGHQFH UHJDUGLQJ WKH DPRXQWV DQG GLVFORVXUHV LQ WKH ILQDQFLDO VWDWHPHQWV� OXU 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� EUQVW 	 YRXQJ LLP

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

SDQ AQWRQLR� TH[DV
0DUFK ��� ����
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(Amounts in Thousands, except unit amounts)

&XUUHQW DVVHWV�

&DVK DQG FDVK HTXLYDOHQWV � ������ � ������
AFFRXQWV UHFHLYDEOH� QHW ������ �����
IQYHQWRULHV ������ ������
PUHSDLG H[SHQVHV DQG RWKHU FXUUHQW DVVHWV ����� �����

TRWDO FXUUHQW DVVHWV ������� ������
PURSHUW\ DQG HTXLSPHQW� QHW ������ ������
OSHUDWLQJ OHDVH� ULJKW�RI�XVH DVVHW ������ ²
IGHQWLILDEOH LQWDQJLEOHV� QHW ��� ���
OWKHU ��� �����
TRWDO DVVHWV � ������� � ������

&XUUHQW OLDELOLWLHV�
AFFRXQWV SD\DEOH � ������ � ������
AFFUXHG OLDELOLWLHV ������ ������
'HIHUUHG UHYHQXH DQG JLIW FDUG OLDELOLW\ ����� �����
&XUUHQW PDWXULWLHV RI ORQJ�WHUP GHEW� QHW ����� ������
&XUUHQW RSHUDWLQJ OHDVH OLDELOLW\ ����� ²
&XUUHQW PDWXULWLHV RI ILQDQFH OHDVH REOLJDWLRQV �� ��

TRWDO FXUUHQW OLDELOLWLHV ������ ������
NRQ�FXUUHQW OLDELOLWLHV�

LRQJ�WHUP GHEW� QHW ������ ������
FLQDQFH OHDVH REOLJDWLRQV� QHW RI FXUUHQW PDWXULWLHV ��� ���
OSHUDWLQJ OHDVH OLDELOLW\ ������ ²
OWKHU QRQ�FXUUHQW OLDELOLWLHV ��� ���

TRWDO QRQ�FXUUHQW OLDELOLWLHV ������ ������
TRWDO OLDELOLWLHV ������� ������
&RPPLWPHQWV DQG &RQWLQJHQFLHV �NRWH ���
SHULHV A SUHIHUUHG HTXLW\� OHVV LVVXDQFH FRVWV �������� XQLWV DXWKRUL]HG� LVVXHG DQG
RXWVWDQGLQJ DV RI 'HFHPEHU ��� ����� ² �������

SWRFNKROGHUV¶ HTXLW\�PHPEHUV¶ GHILFLW�
PUHIHUUHG VWRFN� ������� SDU YDOXH� ��������� VKDUHV DXWKRUL]HG� QR VKDUHV
LVVXHG RU RXWVWDQGLQJ ² ²

&ODVV A FRPPRQ VWRFN� ������� SDU YDOXH� ������������� VKDUHV DXWKRUL]HG�
���������� VKDUHV LVVXHG DQG RXWVWDQGLQJ DV RI 'HFHPEHU ��� ���� � ²

&ODVV B FRPPRQ VWRFN� ������� SDU YDOXH� ����������� VKDUHV DXWKRUL]HG�
����������� VKDUHV LVVXHG DQG RXWVWDQGLQJ DV RI 'HFHPEHU ��� ���� �� ²
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&ODVV & FRPPRQ VWRFN� ������� SDU YDOXH� ��������� VKDUHV DXWKRUL]HG� QR
VKDUHV LVVXHG RU RXWVWDQGLQJ DV RI 'HFHPEHU ��� ���� ² ²

AGGLWLRQDO SDLG LQ FDSLWDO ������� ²
AFFXPXODWHG GHILFLW ��������� ��������
0HPEHUV¶ GHILFLW ������� &ODVV A XQLWV DQG ������ &ODVV B XQLWV DXWKRUL]HG�
LVVXHG DQG RXWVWDQGLQJ DV RI 'HFHPEHU ��� ����� ² ���������
TRWDO B5& IQF�¶V VWRFNKROGHUV¶ HTXLW\�PHPEHUV¶ GHILFLW ������ ���������

NRQ�FRQWUROOLQJ LQWHUHVWV ������ ²
TRWDO VWRFNKROGHUV¶ HTXLW\�PHPEHUV¶ GHILFLW ������ ���������
TRWDO OLDELOLWLHV� SHULHV A SUHIHUUHG� DQG VWRFNKROGHUV
 HTXLW\�PHPEHUV

GHILFLW � ������� � ������

See notes to consolidated financial statements.
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(Amounts in Thousands)

5HYHQXH� QHW � ������� � ������� � �������
&RVW RI JRRGV VROG ������� ������� ������
GURVV SURILW ������ ������ ������
OSHUDWLQJ H[SHQVHV�
0DUNHWLQJ DQG DGYHUWLVLQJ ������ ������ ������
SDODULHV� ZDJHV DQG EHQHILWV ������ ������ ������
GHQHUDO DQG DGPLQLVWUDWLYH ������ ������ ������

TRWDO RSHUDWLQJ H[SHQVHV ������� ������� ������
OSHUDWLQJ LQFRPH �ORVV� �������� �������� �����
NRQ�RSHUDWLQJ LQFRPH �H[SHQVHV��
IQWHUHVW H[SHQVH ������� ������� �������
OWKHU LQFRPH �H[SHQVH�� QHW ��� ���� �����
&KDQJH LQ IDLU YDOXH RI HDUQ�RXW OLDELOLWLHV ��������� ² ²
&KDQJH LQ IDLU YDOXH RI ZDUUDQW OLDELOLWLHV �������� ² ²
&KDQJH LQ IDLU YDOXH RI GHULYDWLYH OLDELOLWLHV ������� ² ²

TRWDO RWKHU H[SHQVH� QHW ��������� ������� �������
EDUQLQJV �ORVV� EHIRUH LQFRPH WD[HV ��������� �������� �����
IQFRPH WD[ H[SHQVH ��� ��� ���
NHW LQFRPH �ORVV� � ��������� � �������� � �����
LHVV� NHW ORVV DWWULEXWDEOH WR QRQ�FRQWUROOLQJ LQWHUHVW ���������

NHW ORVV DWWULEXWDEOH WR B5& IQF� � ��������

NHW ORVV SHU VKDUH DWWULEXWDEOH WR &ODVV A &RPPRQ SWRFN���

BDVLF DQG GLOXWHG � ������
:HLJKWHG�DYHUDJH VKDUHV RI &ODVV A &RPPRQ SWRFN
RXWVWDQGLQJ���

BDVLF DQG GLOXWHG ����������

���FRU WKH \HDU HQGHG 'HFHPEHU ��� ����� QHW ORVV SHU VKDUH RI &ODVV A &RPPRQ SWRFN DQG ZHLJKWHG�DYHUDJH VKDUHV RI &ODVV A &RPPRQ SWRFN
RXWVWDQGLQJ LV UHSUHVHQWDWLYH RI WKH SHULRG IURP FHEUXDU\ �� ���� WKURXJK 'HFHPEHU ��� ����� WKH SHULRG IROORZLQJ WKH BXVLQHVV &RPELQDWLRQ� DV
GHILQHG LQ Note 1 - Organization and Nature of Business� FRU PRUH LQIRUPDWLRQ� UHIHU WR Note 16 - Net Loss per Share�

See notes to consolidated financial statements.
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(Amounts in Thousands)

NHW LQFRPH �ORVV� � ��������� � �������� � �����
AGMXVWPHQWV WR UHFRQFLOH QHW LQFRPH �ORVV� WR QHW FDVK XVHG LQ
RSHUDWLQJ DFWLYLWLHV�

'HSUHFLDWLRQ DQG DPRUWL]DWLRQ ����� ����� �����
ETXLW\�EDVHG FRPSHQVDWLRQ ����� ����� �����
NRQ�HPSOR\HH HTXLW\�EDVHG FRPSHQVDWLRQ ��� ����� �����
APRUWL]DWLRQ RI GHEW LVVXDQFH FRVWV ��� ��� ���
LRVV RQ H[WLQJXLVKPHQW RI GHEW ² ��� ²
BDG GHEW H[SHQVH �UHFRYHU\� ² ���� ���
LRVV IURP HTXLW\ PHWKRG LQYHVWPHQW ² ² ��
LRVV RQ GLVSRVDO RI SURSHUW\ DQG HTXLSPHQW ² �� ²

&KDQJH LQ IDLU YDOXH RI ZDUUDQW OLDELOLWLHV ������� ² ²

&KDQJH LQ IDLU YDOXH RI HDUQ�RXW OLDELOLWLHV ������ ² ²

&KDQJH LQ IDLU YDOXH RI GHULYDWLYH OLDELOLW\ ����� ² ²
&KDQJHV LQ RSHUDWLQJ DVVHWV DQG OLDELOLWLHV�

AFFRXQWV UHFHLYDEOH� QHW �������� ������� �������
IQYHQWRULHV �������� ������� ��������
PUHSDLG H[SHQVHV DQG RWKHU DVVHWV ����� ������� �������
AFFRXQWV SD\DEOH ������� ����� �����
AFFUXHG OLDELOLWLHV ������ ����� �����
'HIHUUHG UHYHQXH DQG JLIW FDUG OLDELOLW\ ����� ����� �����

OSHUDWLQJ OHDVH OLDELOLW\ ��� ² ²
OWKHU OLDELOLWLHV ��� ��� ²

NHW FDVK SURYLGHG E\ �XVHG LQ� RSHUDWLQJ DFWLYLWLHV ��������� ������� ������

PXUFKDVHV RI SURSHUW\ DQG HTXLSPHQW �������� �������� �������
NHW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHV �������� �������� �������

PURFHHGV IURP LVVXDQFH RI ORQJ�WHUP GHEW� QHW RI FDVK SDLG IRU GHEW
LVVXDQFH FRVWV RI ����� ���� DQG ���� LQ ����� ���� DQG �����
UHVSHFWLYHO\ ������ ������ ������

5HSD\PHQW RI ORQJ�WHUP GHEW �������� �������� �������
5HSD\PHQW RI DQG UHVWULFWHG FDVK IRU FDSLWDO OHDVH REOLJDWLRQV ² ������� �����
5HSXUFKDVH RI PHPEHU XQLWV ² ² ���������
5HSD\PHQW RI QRWHV UHFHLYDEOH IURP PHPEHUV ² ² ��
IVVXDQFH RI SHULHV A SUHIHUUHG HTXLW\� QHW RI FDVK SDLG IRU LVVXDQFH
FRVWV RI ������ ² ² �������
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PD\PHQW RI SHULHV A SUHIHUUHG GLYLGHQGV ² ������� ²

'LVWULEXWLRQ DQG UHGHPSWLRQ RI SHULHV A SUHIHUUHG HTXLW\ ��������� ² ²

FLQDQFLQJ OHDVH REOLJDWLRQV � ² ²

PURFHHGV IURP BXVLQHVV &RPELQDWLRQ� LQFOXGLQJ PIPE LQYHVWPHQW ������� ² ²

PD\PHQW RI BXVLQHVV &RPELQDWLRQ FRVWV �������� ² ²

5HGHPSWLRQ RI &ODVV A DQG &ODVV B VKDUHV �������� ² ²

5HGHPSWLRQ RI IQFHQWLYH 8QLWV ������� ² ²
NHW FDVK SURYLGHG E\ ILQDQFLQJ DFWLYLWLHV ������� ����� ������
NHW LQFUHDVH �GHFUHDVH� LQ FDVK� FDVK HTXLYDOHQWV� DQG UHVWULFWHG FDVK ������ �������� ������
BHJLQQLQJ FDVK� FDVK HTXLYDOHQWV� DQG UHVWULFWHG FDVK ������ ������ �����
EQGLQJ FDVK� FDVK HTXLYDOHQWV� DQG UHVWULFWHG FDVK � ������ � ������ � ������

See notes to consolidated financial statements.
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(Amounts in Thousands)

AFFUXHG RWKHU DVVHWV � ² � ��� � ²
'HIHUUHG WUDQVDFWLRQ FRVWV � ² � ����� � ²

5HFRJQLWLRQ RI ULJKW�RI�XVH RSHUDWLQJ OHDVH DVVHWV � ������ � ² � ²

SHULHV A SUHIHUUHG HTXLW\ H[FKDQJH IRU PIPE VKDUHV � ������ � ����� � ²
AFFUXHG SHULHV A SUHIHUUHG HTXLW\ GLVWULEXWLRQ DQG UHODWHG GLVFRXQW
DPRUWL]DWLRQ � ����� � ������ � ���
&DSLWDO H[SHQGLWXUHV ILQDQFHG WKURXJK FUHGLW IDFLOLWLHV DQG FDSLWDO OHDVHV � ² � ² � �����
AFFUXHG FDSLWDO H[SHQGLWXUHV � ����� � ��� � ���

&DVK SDLG IRU LQFRPH WD[HV � ��� � ��� � ���

&DVK SDLG IRU LQWHUHVW � ����� � ��� � �����

See notes to consolidated financial statements.
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(Amounts in Thousands, Except Unit/Share and per Unit/Share Amounts)

B5& IQF�� D 'HODZDUH SXEOLF EHQHILW FRUSRUDWLRQ� SUHYLRXVO\ HQWHUHG LQWR D BXVLQHVV &RPELQDWLRQ AJUHHPHQW�
GDWHG DV RI NRYHPEHU �� ����� DV DPHQGHG E\ WKH FLUVW APHQGPHQW WR BXVLQHVV &RPELQDWLRQ AJUHHPHQW� GDWHG DV
RI -DQXDU\ �� ���� � WKH �FLUVW APHQGPHQW� DQG WKH BXVLQHVV &RPELQDWLRQ AJUHHPHQW DV VR DPHQGHG� WKH �BXVLQHVV
&RPELQDWLRQ AJUHHPHQW��� HDFK E\ DQG DPRQJ B5& IQF�� SLOYHUBR[ EQJDJHG 0HUJHU &RUS I� D 'HODZDUH
FRUSRUDWLRQ� AXWKHQWLF BUDQGV LL&� D 'HODZDUH OLPLWHG OLDELOLW\ FRPSDQ\� DQG FHUWDLQ RWKHU SDUWLHV WKHUHWR� OQ
FHEUXDU\ �� ���� �WKH ³&ORVLQJ 'DWH´�� DV FRQWHPSODWHG E\ WKH BXVLQHVV &RPELQDWLRQ AJUHHPHQW� D VHULHV RI
WUDQVDFWLRQV �WKH �BXVLQHVV &RPELQDWLRQ�� ZHUH FRPSOHWHG �WKH ³&ORVLQJ´� IRU DQ HVWLPDWHG YDOXH RI ���������� DV D
UHVXOW RI ZKLFK AXWKHQWLF BUDQGV EHFDPH D VXEVLGLDU\ RI B5& IQF�� ZLWK B5& IQF� DFWLQJ DV VROH PDQDJLQJ PHPEHU
WKHUHRI DV D SXEOLF EHQHILW FRUSRUDWLRQ�

B5& IQF� FRQGXFWV VXEVWDQWLDOO\ DOO RI LWV EXVLQHVV WKURXJK LWV VROHO\ PDQDJHG VXEVLGLDU\� AXWKHQWLF BUDQGV� DQG
LWV VXEVLGLDULHV ZKLFK DUH FRQVROLGDWHG LQ WKHVH ILQDQFLDO VWDWHPHQWV� AXWKHQWLF BUDQGV� WKURXJK LWV ZKROO\�RZQHG
VXEVLGLDULHV� SXUFKDVHV� URDVWV� DQG VHOOV KLJK TXDOLW\ FRIIHH� FRIIHH DFFHVVRULHV� DQG EUDQGHG DSSDUHO WKURXJK LWV
RQOLQH FKDQQHOV DQG EXVLQHVV QHWZRUNV� AXWKHQWLF BUDQGV DOVR GHYHORSV DQG SURPRWHV RQOLQH FRQWHQW IRU WKH SXUSRVH
RI JURZLQJ LWV EUDQGV�

8QOHVV WKH FRQWH[W LQGLFDWHV RWKHUZLVH� UHIHUHQFHV WR �WKH &RPSDQ\�� �ZH�� �XV� DQG �RXU� UHIHUV WR B5& IQF�
DQG LWV FRQVROLGDWHG VXEVLGLDULHV IROORZLQJ WKH &ORVLQJ�

TKH &RPSDQ\ KDV SUHSDUHG WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV DQG DFFRPSDQ\LQJ QRWHV LQ DFFRUGDQFH ZLWK
JHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHV LQ WKH 8QLWHG SWDWHV RI APHULFD� TKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV
UHIOHFW WKH ILQDQFLDO SRVLWLRQ DQG RSHUDWLQJ UHVXOWV RI WKH &RPSDQ\ LQFOXGLQJ ZKROO\�RZQHG VXEVLGLDULHV�
IQWHUFRPSDQ\ WUDQVDFWLRQV DQG EDODQFHV KDYH EHHQ HOLPLQDWHG LQ FRQVROLGDWLRQ�

TKH BXVLQHVV &RPELQDWLRQ ZDV DFFRXQWHG IRU DV D UHYHUVH UHFDSLWDOL]DWLRQ WUDQVDFWLRQ EHWZHHQ HQWLWLHV XQGHU
FRPPRQ FRQWURO� ZKHUHDV AXWKHQWLF BUDQGV ZDV FRQVLGHUHG WKH DFFRXQWLQJ DFTXLUHU DQG SUHGHFHVVRU HQWLW\� TKH
BXVLQHVV &RPELQDWLRQ ZDV UHIOHFWHG DV WKH HTXLYDOHQW RI AXWKHQWLF BUDQGV LVVXLQJ VWRFN IRU WKH QHW DVVHWV RI
SLOYHUBR[� DFFRPSDQLHG E\ D UHFDSLWDOL]DWLRQ ZLWK QR LQFUHPHQWDO JRRGZLOO RU LQWDQJLEOH DVVHWV UHFRJQL]HG�

AXWKHQWLF BUDQGV ZDV GHWHUPLQHG WR EH WKH SUHGHFHVVRU HQWLW\ WR WKH BXVLQHVV &RPELQDWLRQ EDVHG RQ D QXPEHU
RI FRQVLGHUDWLRQV� LQFOXGLQJ�

� AXWKHQWLF BUDQGV IRUPHU PDQDJHPHQW PDNLQJ XS WKH PDMRULW\ RI WKH PDQDJHPHQW WHDP RI B5& IQF��

� AXWKHQWLF BUDQGV IRUPHU PDQDJHPHQW QRPLQDWLQJ RU UHSUHVHQWLQJ WKH PDMRULW\ RI B5& IQF�
V ERDUG RI
GLUHFWRUV�

� AXWKHQWLF BUDQGV UHSUHVHQWLQJ WKH PDMRULW\ RI WKH FRQWLQXLQJ RSHUDWLRQV RI B5& IQF�� DQG
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� TKH FKLHI H[HFXWLYH RIILFHU RI AXWKHQWLF BUDQGV KDYLQJ YRWLQJ FRQWURO RI WKH FRPELQHG FRPSDQ\�

TKH SUHSDUDWLRQ RI FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV LQ FRQIRUPLW\ ZLWK GAAP UHTXLUHV HVWLPDWHV DQG
DVVXPSWLRQV WKDW DIIHFW WKH UHSRUWHG DPRXQWV RI DVVHWV DQG OLDELOLWLHV� UHYHQXHV DQG H[SHQVHV� DQG UHODWHG GLVFORVXUHV
RI FRQWLQJHQW OLDELOLWLHV LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV DQG DFFRPSDQ\LQJ QRWHV� SXFK HVWLPDWHV LQFOXGH EXW
DUH QRW OLPLWHG WR HVWLPDWHG ORVVHV RQ DFFRXQWV UHFHLYDEOH� LQYHQWRU\ UHVHUYHV� XQGLVFRXQWHG IXWXUH FDVK IORZV DQG
WKH IDLU YDOXH RI DVVHWV RU DVVHW JURXSV IRU WKH SXUSRVH RI DVVHVVLQJ LPSDLUPHQW RI ORQJ�OLYHG DVVHWV� OLDELOLWLHV IRU
FRQWLQJHQFLHV� HTXLW\�EDVHG FRPSHQVDWLRQ� HVWLPDWHV IRU VDOHV UHWXUQV DQG UHODWHG DOORZDQFH� OR\DOW\ UHZDUGV� DQG
GHIHUUHG UHYHQXH� AFWXDO UHVXOWV FRXOG GLIIHU PDWHULDOO\ IURP WKRVH HVWLPDWHV�

TKH &RPSDQ\ DGRSWHG WKH SURYLVLRQV RI FLQDQFLDO AFFRXQWLQJ SWDQGDUGV BRDUG �³FASB´� LVVXHG AFFRXQWLQJ
SWDQGDUGV 8SGDWH �AS8� NR� �������� Revenue from Contracts with Customers� RU AFFRXQWLQJ SWDQGDUGV
&RGLILFDWLRQ ��� �³AS& ���´� RQ -DQXDU\ �� ����� TKHUH ZHUH QR LPSDFWV WR WKH WLPLQJ RI UHYHQXH UHFRJQLWLRQ XSRQ
WKH DGRSWLRQ RI WKH VWDQGDUG� 5HYHQXH LV UHFRJQL]HG ZKHQ� RU DV� FRQWURO RI D SURPLVHG SURGXFW RU VHUYLFH WUDQVIHUV
WR D FXVWRPHU� LQ DQ DPRXQW WKDW UHIOHFWV WKH FRQVLGHUDWLRQ WR ZKLFK WKH &RPSDQ\ H[SHFWV WR EH HQWLWOHG LQ H[FKDQJH
IRU WUDQVIHUULQJ WKRVH SURGXFWV� 5HYHQXH DOVR H[FOXGHV DQ\ DPRXQWV FROOHFWHG RQ EHKDOI RI WKLUG SDUWLHV� LQFOXGLQJ
VDOHV DQG LQGLUHFW WD[HV� 5HYHQXH UHFRJQLWLRQ LV HYDOXDWHG WKURXJK WKH IROORZLQJ ILYH VWHSV�

�� IGHQWLILFDWLRQ RI WKH FRQWUDFW ZLWK D FXVWRPHU�

�� IGHQWLILFDWLRQ RI WKH SHUIRUPDQFH REOLJDWLRQV LQ WKH FRQWUDFW�

�� 'HWHUPLQDWLRQ RI WKH WUDQVDFWLRQ SULFH�

�� AOORFDWLRQ RI WKH WUDQVDFWLRQ SULFH WR WKH SHUIRUPDQFH REOLJDWLRQV LQ WKH FRQWUDFW� DQG

�� 5HFRJQLWLRQ RI UHYHQXH ZKHQ RU DV D SHUIRUPDQFH REOLJDWLRQ LV VDWLVILHG�

Sources and Timing of Revenue

TKH &RPSDQ\¶V UHYHQXH LV GHULYHG IURP SURGXFW VDOHV WKURXJK LWV H�FRPPHUFH ZHEVLWHV DQG GLUHFW WR
EXVLQHVVHV� IQ DGGLWLRQ� WKH &RPSDQ\ GHULYHV UHYHQXHV IURP &RPSDQ\�RSHUDWHG VWRUH ORFDWLRQV� DQG IUDQFKLVH DQG
OLFHQVH DJUHHPHQWV� 5HYHQXHV IURP WKH VDOH RI SURGXFWV DQG PHUFKDQGLVH DUH UHFRJQL]HG ZKHQ FRQWURO RI WKH SURGXFW
SDVVHV WR WKH FXVWRPHU� W\SLFDOO\ DW WKH GDWH RI GHOLYHU\ RI WKH PHUFKDQGLVH WR WKH FXVWRPHU DQG LQ DQ DPRXQW WKDW
UHIOHFWV WKH H[SHFWHG FRQVLGHUDWLRQ WR EH UHFHLYHG LQ H[FKDQJH IRU VXFK JRRGV� AV VXFK� FXVWRPHU RUGHUV DUH UHFRUGHG
DV GHIHUUHG UHYHQXH SULRU WR GHOLYHU\ RI SURGXFWV� AV WKH &RPSDQ\ VKLSV KLJK YROXPHV RI SDFNDJHV WKURXJK PXOWLSOH
FDUULHUV� LW LV QRW SUDFWLFDO IRU WKH &RPSDQ\ WR WUDFN WKH DFWXDO GHOLYHU\ GDWH RI HDFK VKLSPHQW� TKHUHIRUH� WKH
&RPSDQ\ XVHV HVWLPDWHV WR GHWHUPLQH ZKLFK VKLSPHQWV DUH GHOLYHUHG DQG� WKHUHIRUH� UHFRJQL]H UHYHQXH DW WKH HQG RI
WKH SHULRG� 'HOLYHU\ GDWH HVWLPDWHV DUH EDVHG RQ DYHUDJH WUDQVLW WLPHV FDOFXODWHG EDVHG RQ IDFWRUV VXFK DV WKH W\SH RI
FDUULHU� WKH IXOILOOPHQW VRXUFH� WKH GHOLYHU\ GHVWLQDWLRQ DQG KLVWRULFDO WUDQVLW WLPH H[SHULHQFH� AFWXDO VKLSSLQJ WLPHV
PD\ GLIIHU IURP WKH &RPSDQ\¶V HVWLPDWHV� &RVWV WR REWDLQ RU IXOILOO D FRQWUDFW ZLWK D FXVWRPHU DUH H[SHQVHG DV
LQFXUUHG DQG DUH JHQHUDOO\ QRW VLJQLILFDQW�

5HYHQXHV IURP &RPSDQ\�RSHUDWHG VWRUHV DUH UHFRJQL]HG ZKHQ SD\PHQW LV WHQGHUHG DW WKH SRLQW RI VDOH DV WKH
SHUIRUPDQFH REOLJDWLRQ KDV EHHQ VDWLVILHG� SWRUH UHYHQXHV DUH UHSRUWHG H[FOXGLQJ VDOHV� XVH RU RWKHU WUDQVDFWLRQ WD[HV
WKDW DUH FROOHFWHG IURP FXVWRPHUV DQG UHPLWWHG WR WD[LQJ DXWKRULWLHV�
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Deferred Revenue

'HIHUUHG UHYHQXH FRQVLVWV RI DPRXQWV ELOOHG WR RU UHFHLYHG IURP FXVWRPHUV SULRU WR GHOLYHU\ RI SURGXFWV� TKH
&RPSDQ\ UHFRJQL]HV VXFK DPRXQWV LQ UHYHQXHV DV WKH SURGXFW LV GHOLYHUHG�

Gift Cards

GLIW FDUGV DUH RIIHUHG WKURXJK WKH &RPSDQ\¶V H�FRPPHUFH ZHEVLWHV WKURXJK WKH IRUP RI DQ H�FHUWLILFDWH� :KHQ
D JLIW FDUG LV SXUFKDVHG� WKH &RPSDQ\ UHFRJQL]HV D FRUUHVSRQGLQJ OLDELOLW\ IRU WKH IXOO DPRXQW RI WKH JLIW FDUG� ZKLFK
LV UHFRUGHG LQ ³'HIHUUHG UHYHQXH DQG JLIW FDUG OLDELOLW\´ RQ WKH FRQVROLGDWHG EDODQFH VKHHWV� GLIW FDUGV FDQ EH
UHGHHPHG RQOLQH DQG RQ WKH &RPSDQ\¶V ZHEVLWH� :KHQ D JLIW FDUG LV UHGHHPHG� WKH &RPSDQ\ UHGXFHV WKH
FRUUHVSRQGLQJ OLDELOLW\ DQG UHFRJQL]HV UHYHQXH� TKHUH DUH QR H[SLUDWLRQ GDWHV WR WKH JLIW FDUGV� :KLOH WKH &RPSDQ\
ZLOO FRQWLQXH WR KRQRU DOO JLIW FDUGV SUHVHQWHG IRU SD\PHQW� WKH &RPSDQ\ PD\ GHWHUPLQH WKH OLNHOLKRRG RI
UHGHPSWLRQ� EDVHG RQ KLVWRULFDO H[SHULHQFH� LV GHHPHG WR EH UHPRWH IRU FHUWDLQ FDUGV GXH WR ORQJ SHULRGV RI
LQDFWLYLW\� IQ WKHVH FLUFXPVWDQFHV LI WKH &RPSDQ\ DOVR GHWHUPLQHV WKHUH LV QR UHTXLUHPHQW IRU UHPLWWLQJ EDODQFHV WR
JRYHUQPHQW DJHQFLHV XQGHU XQFODLPHG SURSHUW\ ODZV� XQUHGHHPHG FDUG EDODQFHV PD\ WKHQ EH UHFRJQL]HG DV
EUHDNDJH LQFRPH� ZKLFK LV LQFOXGHG LQ ³5HYHQXH� QHW´ RQ WKH FRQVROLGDWHG VWDWHPHQWV RI RSHUDWLRQV� TKH &RPSDQ\
UHFRUGHG QR EUHDNDJH LQFRPH IRU WKH \HDUV HQGHG 'HFHPEHU ��� ����� ���� DQG �����

Loyalty Rewards Program

IQ AXJXVW ����� B5&& LL& HVWDEOLVKHG LWV B5&& LR\DOW\ PRLQWV UHZDUGV SURJUDP �WKH ³LR\DOW\ PURJUDP´��
ZKLFK LV SULPDULO\ D VSHQG�EDVHG SURJUDP� B5&&¶V FXVWRPHUV ZKR HVWDEOLVK DQ RQOLQH DFFRXQW DUH HQUROOHG LQ WKH
LR\DOW\ PURJUDP� 8QGHU WKH SURJUDP� WKHUH DUH WZR OHYHOV LQ ZKLFK FXVWRPHUV FDQ SDUWLFLSDWH� SXEVFULSWLRQ
FXVWRPHUV �LQ WKH B5&& &RIIHH &OXE RU VXEVFULEHG WR DQRWKHU VXEVFULSWLRQ SURGXFW W\SH� DUH FRQVLGHUHG WR EH LQ WKH
KLJKHVW WLHU DQG HDUQ ���� RQ SXUFKDVHV� NRQ�VXEVFULSWLRQ FXVWRPHUV HDUQ ���� RQ SXUFKDVHV� IQ DGGLWLRQ WR HDUQLQJ
SRLQWV RQ SXUFKDVHV� FXVWRPHUV FDQ HDUQ SRLQWV WKURXJK RWKHU DFWLYLWLHV� B5&& UHVHUYHV WKH ULJKW LQ LWV VROH
GLVFUHWLRQ WR PRGLI\� FKDQJH� DGG� RU UHPRYH DFWLYLWLHV ZKLFK FDQ EH DFFRPSOLVKHG WR HDUQ SRLQWV DW DQ\ WLPH� 8QGHU
WKH LR\DOW\ PURJUDP� FXVWRPHUV PD\ UHGHHP UHZDUGV DV WKH\ UHDFK PLQLPXP WKUHVKROGV SHU UHZDUG� TKH &RPSDQ\
UHVHUYHV WKH ULJKW WR PRGLI\� FKDQJH� DGG� RU UHPRYH UHZDUGV DQG WKHLU SRLQWV WKUHVKROGV DW DQ\ WLPH� B5&& OR\DOW\
SRLQWV ZLOO H[SLUH LI WKHUH LV QR DFFRXQW DFWLYLW\ �L�H�� LI WKHUH LV QR QHZ SXUFKDVH PDGH RU RUGHU SODFHG� LQ D SHULRG RI
WZHOYH PRQWKV� &RQYHUVLRQ RI UHZDUGV DUH QRQ�FKDQJHDEOH DIWHU UHGHPSWLRQ� KDYH QR FDVK YDOXH� DQG DUH QRQ�
WUDQVIHUUDEOH� A SRUWLRQ RI UHZDUGV DUH H[SHFWHG WR H[SLUH DQG QRW EH UHGHHPHG DQG ZLOO EH UHFRJQL]HG DV LQFRPH
RYHU WLPH� BDVHG RQ KLVWRULFDO H[SLUDWLRQ UDWHV� WKH &RPSDQ\ HVWLPDWHV D FHUWDLQ SHUFHQWDJH RI UHZDUGV WR H[SLUH DQG
UHDVVHVVHV WKLV HVWLPDWH RQ D TXDUWHUO\ EDVLV� TKH &RPSDQ\ UHFRJQL]HG ������ DQG ���� RI LQFRPH UHODWHG WR H[SLUHG
UHZDUGV IRU WKH \HDUV HQGLQJ 'HFHPEHU ��� ���� DQG ����� UHVSHFWLYHO\� ZKLFK ZDV LQFOXGHG LQ ³5HYHQXH� QHW´ RQ
WKH FRQVROLGDWHG VWDWHPHQW RI RSHUDWLRQV�

TKH &RPSDQ\ GHIHUV UHYHQXH DVVRFLDWHG ZLWK WKH SRLQWV HDUQHG WKURXJK SXUFKDVHV WKDW DUH H[SHFWHG WR EH
UHGHHPHG� QHW RI HVWLPDWHG XQUHGHHPHG OR\DOW\ SRLQWV� :KHQ D FXVWRPHU UHGHHPV DQ HDUQHG UHZDUG� WKH &RPSDQ\
UHFRJQL]HV UHYHQXH IRU WKH UHGHHPHG SURGXFW DQG UHGXFHV WKH UHODWHG GHIHUUHG UHYHQXH OLDELOLW\� TKH GHIHUUHG
UHYHQXH OLDELOLW\ LV LQFOXGHG LQ ³'HIHUUHG UHYHQXH DQG JLIW FDUG OLDELOLW\´ RQ WKH FRQVROLGDWHG EDODQFH VKHHWV�

FRU WKRVH SRLQWV WKDW DUH HDUQHG WKURXJK RWKHU DFWLYLWLHV� WKH &RPSDQ\ UHFRJQL]HV WKH UHGHPSWLRQ RI WKHVH SRLQWV
DV D GLVFRXQW WR WKH WUDQVDFWLRQ SULFH DW WLPH RI VDOH�
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TKH IROORZLQJ WDEOH SURYLGHV LQIRUPDWLRQ DERXW FKDQJHV LQ RXU GHIHUUHG UHYHQXH DQG JLIW FDUG OLDELOLW\ GXULQJ
WKH \HDUV HQGHG 'HFHPEHU ��� ���� DQG �����

-DQXDU\ �� ���� � �����
IQFUHDVH IURP GHIHUUDO RI UHYHQXH �����
'HFUHDVH IURP UHYHQXH UHFRJQLWLRQ �������

'HFHPEHU ��� ���� � �����
IQFUHDVH IURP GHIHUUDO RI UHYHQXH �����
'HFUHDVH IURP UHYHQXH UHFRJQLWLRQ �������

'HFHPEHU ��� ���� � �����

Franchise Store Revenues

FUDQFKLVH ULJKWV PD\ EH JUDQWHG WKURXJK IUDQFKLVH DJUHHPHQWV WKDW VHW RXW WKH WHUPV RI WKH DUUDQJHPHQW ZLWK WKH
IUDQFKLVHH� TKH IUDQFKLVH DJUHHPHQWV UHTXLUH WKDW WKH IUDQFKLVHH UHPLW FRQWLQXLQJ IHHV WR WKH &RPSDQ\ DV
D SHUFHQWDJH RI WKH DSSOLFDEOH VWRUH¶V UHYHQXHV LQ H[FKDQJH IRU WKH OLFHQVH RI WKH LQWHOOHFWXDO SURSHUW\ DVVRFLDWHG
ZLWK B5&&¶V EUDQGV� IQ DGGLWLRQ� D SRUWLRQ RI WKHVH IHHV DUH XVHG IRU QDWLRQDO PDUNHWLQJ FDPSDLJQV� &RQWLQXLQJ IHHV
UHSUHVHQW D SRUWLRQ RI WKH FRQVLGHUDWLRQ WKH &RPSDQ\ UHFHLYHV XQGHU WKH IUDQFKLVH DJUHHPHQW� &RQWLQXLQJ IHHV DUH
W\SLFDOO\ ELOOHG DQG SDLG PRQWKO\� &RQWLQXLQJ IHHV DUH UHFRJQL]HG DV WKH UHODWHG VWRUH VDOHV RFFXU�

8QGHU WKH IUDQFKLVH DJUHHPHQW� B5&& VHOOV SURGXFW WR LWV IUDQFKLVHHV� TKH UHYHQXH DVVRFLDWHG ZLWK WKHVH
SURGXFW VDOHV DUH UHFRJQL]HG ZKHQ FRQWURO RI WKH SURGXFW SDVVHV WR WKH IUDQFKLVHH� W\SLFDOO\ DW WKH GDWH RI GHOLYHU\ RI
WKH PHUFKDQGLVH WR WKH IUDQFKLVHH DQG LQ DQ DPRXQW WKDW UHIOHFWV WKH H[SHFWHG FRQVLGHUDWLRQ WR EH UHFHLYHG LQ
H[FKDQJH IRU VXFK JRRGV�

TKH IUDQFKLVH DJUHHPHQWV DOVR W\SLFDOO\ UHTXLUH XSIURQW IUDQFKLVH IHHV VXFK DV LQLWLDO IHHV SDLG IRU WKH H[HFXWLRQ
RI D IUDQFKLVH DJUHHPHQW� TKH IHHV DVVRFLDWHG ZLWK WKHVH DJUHHPHQWV DUH W\SLFDOO\ ELOOHG DQG SDLG ZKHQ D QHZ
IUDQFKLVH DJUHHPHQW EHFRPHV HIIHFWLYH� TKH &RPSDQ\ KDV GHWHUPLQHG WKDW WKH VHUYLFHV LW SURYLGHV LQ H[FKDQJH IRU
XSIURQW IUDQFKLVH IHHV� ZKLFK SULPDULO\ UHODWH WR SUH�RSHQLQJ VXSSRUW� DUH KLJKO\ LQWHUUHODWHG ZLWK WKH IUDQFKLVH ULJKW
DQG DUH QRW LQGLYLGXDOO\ GLVWLQFW IURP WKH RQJRLQJ VHUYLFHV SURYLGHG WR WKH &RPSDQ\¶V IUDQFKLVHHV� AV D UHVXOW�
XSIURQW IUDQFKLVH IHHV DUH UHFRJQL]HG DV UHYHQXH RYHU WKH WHUP RI HDFK UHVSHFWLYH IUDQFKLVH DJUHHPHQW� JHQHUDOO\ ��
\HDUV� 5HYHQXHV IRU WKHVH XSIURQW IUDQFKLVH IHHV DUH UHFRJQL]HG RQ D VWUDLJKW�OLQH EDVLV� ZKLFK LV FRQVLVWHQW ZLWK WKH
IUDQFKLVHH¶V ULJKW WR XVH DQG EHQHILW IURP WKH LQWHOOHFWXDO SURSHUW\� 5HYHQXHV IURP FRQWLQXLQJ IHHV DQG XSIURQW
IUDQFKLVH IHHV DUH SUHVHQWHG ZLWKLQ 5HYHQXH LQ WKH FRQVROLGDWHG VWDWHPHQWV RI RSHUDWLRQV�

License Revenues

LLFHQVH ULJKWV PD\ EH JUDQWHG WKURXJK OLFHQVH DJUHHPHQWV WKDW VHW RXW WKH WHUPV RI WKH &RPSDQ\¶V DUUDQJHPHQW
ZLWK WKH OLFHQVHH� TKH &RPSDQ\¶V OLFHQVH DJUHHPHQWV UHTXLUH WKDW WKH OLFHQVHH UHPLW FRQWLQXLQJ IHHV WR WKH &RPSDQ\
DV D SHUFHQWDJH RI WKH DSSOLFDEOH VWRUH¶V UHYHQXHV LQ H[FKDQJH IRU WKH OLFHQVH RI WKH LQWHOOHFWXDO SURSHUW\ DVVRFLDWHG
ZLWK B5&&¶V EUDQGV� IQ DGGLWLRQ� OLFHQVHG VWRUH UHYHQXHV FRQVLVW RI SURGXFW VDOHV WR WKH OLFHQVHH� TKH UHYHQXH
DVVRFLDWHG ZLWK WKHVH SURGXFW VDOHV DUH UHFRJQL]HG ZKHQ FRQWURO RI WKH SURGXFW SDVVHV WR WKH OLFHQVHH� W\SLFDOO\ DW WKH
GDWH RI GHOLYHU\ RI WKH PHUFKDQGLVH WR WKH OLFHQVHH DQG LQ DQ DPRXQW WKDW UHIOHFWV WKH H[SHFWHG FRQVLGHUDWLRQ WR EH
UHFHLYHG LQ H[FKDQJH IRU VXFK JRRGV� &RQWLQXLQJ IHHV DUH UHFRJQL]HG DV WKH UHODWHG VWRUH VDOHV RFFXU�

TKH &RPSDQ\¶V OLFHQVH DJUHHPHQWV DOVR W\SLFDOO\ UHTXLUH XSIURQW OLFHQVH IHHV VXFK DV LQLWLDO IHHV SDLG IRU WKH
H[HFXWLRQ RI D OLFHQVH DJUHHPHQW� TKH IHHV DVVRFLDWHG ZLWK WKHVH DJUHHPHQWV DUH W\SLFDOO\ ELOOHG DQG SDLG ZKHQ D
QHZ OLFHQVH DJUHHPHQW EHFRPHV HIIHFWLYH� TKH &RPSDQ\ KDV GHWHUPLQHG WKH VHUYLFHV LW SURYLGHV LQ H[FKDQJH IRU
XSIURQW OLFHQVH IHHV� ZKLFK SULPDULO\ UHODWH WR LQLWLDO OLFHQVH VHW XS DQG DUH QRW LQGLYLGXDOO\ GLVWLQFW IURP WKH RQJRLQJ



F���

VHUYLFHV LW SURYLGHV WR LWV OLFHQVHHV� AV D UHVXOW� XSIURQW OLFHQVH IHHV DUH UHFRJQL]HG DV UHYHQXH RYHU WKH WHUP RI HDFK
UHVSHFWLYH OLFHQVH DJUHHPHQW� JHQHUDOO\ �� \HDUV� 5HYHQXHV IRU WKHVH XSIURQW OLFHQVH IHHV DUH UHFRJQL]HG RQ D
VWUDLJKW�OLQH EDVLV� ZKLFK LV FRQVLVWHQW ZLWK WKH OLFHQVHH¶V ULJKW WR XVH DQG EHQHILW IURP WKH LQWHOOHFWXDO SURSHUW\�
5HYHQXHV IURP FRQWLQXLQJ IHHV DQG XSIURQW OLFHQVH IHHV DUH SUHVHQWHG ZLWKLQ ³5HYHQXH� QHW´ LQ WKH FRQVROLGDWHG
VWDWHPHQWV RI RSHUDWLRQV�

Disaggregation of Revenue

TKH &RPSDQ\ GLVDJJUHJDWHV UHYHQXH E\ VDOHV FKDQQHO� TKH 'LUHFW WR &RQVXPHU FKDQQHO LV SULQFLSDOO\
FRPSULVHG RI UHYHQXH IURP RXU H�FRPPHUFH ZHEVLWHV DQG VXEVFULSWLRQ VHUYLFHV GLUHFWO\ WR WKH FRQVXPHU� TKH
:KROHVDOH FKDQQHO LQFOXGHV SURGXFW UHYHQXH VROG WR DQ LQWHUPHGLDU\ DQG QRW GLUHFWO\ WR WKH FRQVXPHU� TKH OXWSRVW
FKDQQHO LQFOXGHV UHYHQXH IURP &RPSDQ\�RSHUDWHG VWRUHV� JLIW FDUGV� IUDQFKLVH VWRUH DQG OLFHQVLQJ�

TKH IROORZLQJ WDEOH GLVDJJUHJDWHV UHYHQXH E\ VDOHV FKDQQHO�

'LUHFW WR &RQVXPHU � ������� � ������� � �������
:KROHVDOH ������� ������ ������
OXWSRVW ������ ������ �����
TRWDO QHW VDOHV � ������� � ������� � �������

SXEVWDQWLDOO\ DOO UHYHQXH LV JHQHUDWHG IURP FXVWRPHUV ORFDWHG LQ WKH 8QLWHG SWDWHV� OQH FXVWRPHU DQG WKHLU
DIILOLDWH UHSUHVHQWV ��� RI UHYHQXH IRU WKH \HDU HQGHG 'HFHPEHU ��� ����� NR FXVWRPHUV IRU WKH \HDUV HQGHG
'HFHPEHU ��� ���� DQG ���� H[FHHGHG ��� RI UHYHQXH�

Sales Returns and Discounts

TKH &RPSDQ\¶V SURGXFW VDOHV FRQWUDFWV LQFOXGH WHUPV WKDW FRXOG FDXVH YDULDELOLW\ LQ WKH WUDQVDFWLRQ SULFH IRU
LWHPV VXFK DV GLVFRXQWV� FUHGLWV� FKDUJH EDFNV� RU VDOHV UHWXUQV� AFFRUGLQJO\� WKH WUDQVDFWLRQ SULFH IRU SURGXFW VDOHV
LQFOXGHV HVWLPDWHV RI YDULDEOH FRQVLGHUDWLRQ WR WKH H[WHQW LW LV SUREDEOH WKDW D VLJQLILFDQW UHYHUVDO RI UHYHQXH
UHFRJQL]HG ZLOO QRW RFFXU�

TKH &RPSDQ\ LQVSHFWV UHWXUQHG LWHPV ZKHQ WKH\ DUULYH DW LWV SURFHVVLQJ IDFLOLWLHV� TKH &RPSDQ\ UHIXQGV WKH
IXOO FRVW RI WKH PHUFKDQGLVH UHWXUQHG LI WKH UHWXUQHG LWHP LV GHIHFWLYH RU WKH &RPSDQ\ RU LWV SDUWQHUV KDYH PDGH DQ
HUURU� VXFK DV VKLSSLQJ WKH ZURQJ SURGXFW� II WKH UHWXUQ LV QRW D UHVXOW RI D SURGXFW GHIHFW RU D IXOILOOPHQW HUURU DQG
WKH FXVWRPHU LQLWLDWHV D UHWXUQ RI DQ XQRSHQHG LWHP ZLWKLQ �� GD\V RI GHOLYHU\� IRU PRVW SURGXFWV WKH &RPSDQ\
UHIXQGV WKH IXOO FRVW RI WKH PHUFKDQGLVH OHVV WKH RULJLQDO VKLSSLQJ FKDUJH DQG DFWXDO UHWXUQ VKLSSLQJ IHHV� II WKH
FXVWRPHU UHWXUQV DQ LWHP WKDW KDV EHHQ RSHQHG RU VKRZV VLJQV RI ZHDU� WKH &RPSDQ\ LVVXHV D SDUWLDO UHIXQG PLQXV
WKH RULJLQDO VKLSSLQJ FKDUJH DQG DFWXDO UHWXUQ VKLSSLQJ IHHV� &RIIHH SURGXFWV DUH QRW HOLJLEOH IRU UHWXUQV� 5HYHQXH LV
UHFRUGHG QHW RI HVWLPDWHG UHWXUQV� TKH &RPSDQ\ UHFRUGV DQ DOORZDQFH IRU UHWXUQV EDVHG RQ FXUUHQW SHULRG UHYHQXHV
DQG KLVWRULFDO UHWXUQV H[SHULHQFH� TKH &RPSDQ\ DQDO\]HV DFWXDO KLVWRULFDO UHWXUQV� FXUUHQW HFRQRPLF WUHQGV DQG
FKDQJHV LQ RUGHU YROXPH DQG DFFHSWDQFH RI LWV SURGXFWV ZKHQ HYDOXDWLQJ WKH DGHTXDF\ RI WKH VDOHV UHWXUQV DOORZDQFH
LQ DQ\ DFFRXQWLQJ SHULRG� TKH DOORZDQFH IRU VDOHV UHWXUQV DQG FKDUJH EDFNV ZDV ���� DQG ���� DV RI 'HFHPEHU ���
���� DQG ����� UHVSHFWLYHO\� DQG LQFOXGHG LQ DFFRXQWV UHFHLYDEOH�
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Shipping and Handling Fees and Costs

SKLSSLQJ DQG KDQGOLQJ LV FRQVLGHUHG D IXOILOOPHQW DFWLYLW\� DV LW WDNHV SODFH SULRU WR WKH FXVWRPHU REWDLQLQJ
FRQWURO RI WKH PHUFKDQGLVH� DQG IHHV FKDUJHG WR FXVWRPHUV DUH LQFOXGHG LQ QHW UHYHQXH XSRQ FRPSOHWLRQ RI WKH
SHUIRUPDQFH REOLJDWLRQ�

TKH &RPSDQ\ UHSRUWV RSHUDWLRQV DV D VLQJOH UHSRUWDEOH VHJPHQW DQG PDQDJHV WKH EXVLQHVV DV D VLQJOH�EUDQG
FRQVXPHU SURGXFWV EXVLQHVV� TKLV LV VXSSRUWHG E\ WKH RSHUDWLRQDO VWUXFWXUH� ZKLFK LQFOXGHV VDOHV� SURGXFW GHVLJQ�
RSHUDWLRQV� PDUNHWLQJ� DQG DGPLQLVWUDWLYH IXQFWLRQV IRFXVHG RQ WKH HQWLUH SURGXFW VXLWH UDWKHU WKDQ LQGLYLGXDO
SURGXFW FDWHJRULHV RU VDOHV FKDQQHOV� OXU FKLHI RSHUDWLQJ GHFLVLRQ PDNHU UHYLHZV ILQDQFLDO LQIRUPDWLRQ RQ D
FRQVROLGDWHG EDVLV DQG GRHV QRW UHJXODUO\ UHYLHZ ILQDQFLDO LQIRUPDWLRQ IRU LQGLYLGXDO VDOHV FKDQQHOV� SURGXFW
FDWHJRULHV RU JHRJUDSKLF UHJLRQV WKDW ZRXOG DOORZ GHFLVLRQV WR EH PDGH DERXW DOORFDWLRQ RI UHVRXUFHV RU
SHUIRUPDQFH�

&RVW RI JRRGV VROG LQFOXGHV SURGXFW FRVWV� ODERU FRVWV� RFFXSDQF\ FRVWV� RXWERXQG VKLSSLQJ FRVWV� KDQGOLQJ DQG
IXOILOOPHQW FRVWV� FUHGLW FDUG IHHV� DQG UR\DOW\ IHHV� DQG LV UHFRUGHG LQ WKH SHULRG LQFXUUHG�

TKH &RPSDQ\ FRQVLGHUV DOO KLJKO\ OLTXLG LQYHVWPHQWV ZLWK DQ RULJLQDO PDWXULW\ RI WKUHH PRQWKV RU OHVV WR EH
FDVK HTXLYDOHQWV� &DVK DQG FDVK HTXLYDOHQWV DOVR LQFOXGH SURFHHGV GXH IURP FUHGLW FDUG WUDQVDFWLRQV ZLWK VHWWOHPHQW
WHUPV RI OHVV WKDQ ILYH GD\V� TKH &RPSDQ\ PDLQWDLQV FDVK DQG FDVK HTXLYDOHQW EDODQFHV ZLWK ILQDQFLDO LQVWLWXWLRQV
WKDW H[FHHG IHGHUDOO\ LQVXUHG OLPLWV� TKH &RPSDQ\ KDV QRW H[SHULHQFHG DQ\ ORVVHV UHODWHG WR WKHVH EDODQFHV� DQG LW
EHOLHYHV FUHGLW ULVN WR EH PLQLPDO�

AFFRXQWV UHFHLYDEOH FRQVLVW SULPDULO\ RI WUDGH DPRXQWV GXH IURP EXVLQHVV FXVWRPHUV DW SHULRG HQG� AFFRXQWV
UHFHLYDEOH DUH UHFRUGHG DW LQYRLFHG DPRXQWV DQG GR QRW EHDU LQWHUHVW� FURP WLPH WR WLPH� WKH &RPSDQ\ JUDQWV FUHGLW
WR VRPH RI LWV EXVLQHVV FXVWRPHUV RQ QRUPDO FUHGLW WHUPV� TKH &RPSDQ\ PDLQWDLQV DQ DOORZDQFH IRU GRXEWIXO
DFFRXQWV UHFHLYDEOH EDVHG XSRQ LWV EXVLQHVV FXVWRPHUV¶ ILQDQFLDO FRQGLWLRQ DQG SD\PHQW KLVWRU\� DQG LWV KLVWRULFDO
FROOHFWLRQ H[SHULHQFH DQG H[SHFWHG FROOHFWDELOLW\ RI DFFRXQWV UHFHLYDEOH� TKH DOORZDQFH IRU GRXEWIXO DFFRXQWV
UHFHLYDEOH ZDV ���� DQG ���� DV RI 'HFHPEHU ��� ���� DQG ����� UHVSHFWLYHO\�

IQYHQWRULHV DUH VWDWHG DW WKH ORZHU RI VWDQGDUG FRVW� ZKLFK DSSUR[LPDWHV FLUVW IQ � FLUVW OXW �FIFO�� RU QHW
UHDOL]DEOH YDOXH� TKH &RPSDQ\ UHFRUGV LQYHQWRU\ UHVHUYHV IRU REVROHWH DQG VORZ�PRYLQJ LQYHQWRU\� IQYHQWRU\
UHVHUYHV DUH EDVHG RQ LQYHQWRU\ REVROHVFHQFH WUHQGV� KLVWRULFDO H[SHULHQFH DQG DSSOLFDWLRQ RI WKH VSHFLILF
LGHQWLILFDWLRQ PHWKRG� FLQLVKHG JRRGV LQFOXGHV DOORFDWLRQV RI ODERU DQG RFFXSDQF\ H[SHQVHV�

PURSHUW\ DQG HTXLSPHQW DUH VWDWHG DW FRVW ZLWK GHSUHFLDWLRQ FDOFXODWHG XVLQJ WKH VWUDLJKW�OLQH PHWKRG RYHU WKH
HVWLPDWHG XVHIXO OLYHV RI WKH UHODWHG DVVHWV RU WKH WHUP RI WKH UHODWHG ILQDQFH OHDVH� ZKLFKHYHU LV VKRUWHU� LHDVHKROG
LPSURYHPHQWV DUH DPRUWL]HG RYHU WKH VKRUWHU RI WKH WHUP RI WKH UHODWHG OHDVHV RU HVWLPDWHG XVHIXO OLYHV� :KHQ DVVHWV
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DUH UHWLUHG RU RWKHUZLVH GLVSRVHG RI� WKH FRVW DQG UHODWHG DFFXPXODWHG GHSUHFLDWLRQ DUH UHPRYHG IURP WKH DFFRXQWV�
DQG DQ\ UHVXOWLQJ JDLQ RU ORVV LV UHIOHFWHG LQ HDUQLQJV IRU WKH SHULRG� TKH FRVW RI PDLQWHQDQFH DQG UHSDLUV DUH FKDUJHG
WR HDUQLQJV DV LQFXUUHG� VLJQLILFDQW UHQHZDOV DQG LPSURYHPHQWV DUH FDSLWDOL]HG�

EVWLPDWHG XVHIXO OLYHV DUH DV IROORZV�

LDQG ²
BXLOGLQJ DQG LHDVHKROG LPSURYHPHQWV � ± �� \HDUV
&RPSXWHU HTXLSPHQW DQG VRIWZDUH � \HDUV
0DFKLQHU\ DQG HTXLSPHQW � ± �� \HDUV
9HKLFOHV � \HDUV

IQ DFFRUGDQFH ZLWK AS& ������� IQWDQJLEOHV²GRRGZLOO DQG OWKHU� IQWHUQDO�8VH SRIWZDUH �AS& �������� WKH
&RPSDQ\ FDSLWDOL]HV TXDOLI\LQJ LQWHUQDO XVH VRIWZDUH FRVWV WKDW DUH LQFXUUHG GXULQJ WKH DSSOLFDWLRQ GHYHORSPHQW
VWDJH LI PDQDJHPHQW ZLWK WKH UHOHYDQW DXWKRULW\ DXWKRUL]HV WKH SURMHFW� LW LV SUREDEOH WKH SURMHFW ZLOO EH FRPSOHWHG�
DQG WKH VRIWZDUH ZLOO EH XVHG WR SHUIRUP WKH IXQFWLRQ LQWHQGHG� &DSLWDOL]HG LQWHUQDO XVH VRIWZDUH FRVWV DUH UHSRUWHG
LQ SURSHUW\ DQG HTXLSPHQW RQ WKH FRQVROLGDWHG EDODQFH VKHHWV DQG DUH DPRUWL]HG RYHU WKH H[SHFWHG HFRQRPLF OLIH RI
WKUHH \HDUV XVLQJ WKH VWUDLJKW�OLQH PHWKRG RQFH WKH VRIWZDUH LV UHDG\ IRU LQWHQGHG XVH� &RVWV LQFXUUHG IRU
HQKDQFHPHQWV WKDW DUH H[SHFWHG WR UHVXOW LQ DGGLWLRQDO VLJQLILFDQW IXQFWLRQDOLW\ DUH FDSLWDOL]HG DQG DPRUWL]HG RYHU WKH
HVWLPDWHG XVHIXO OLIH RI WKH HQKDQFHPHQW� &RVWV UHODWHG WR SUHOLPLQDU\ SURMHFW DFWLYLWLHV DQG SRVW�LPSOHPHQWDWLRQ
DFWLYLWLHV� LQFOXGLQJ WUDLQLQJ DQG PDLQWHQDQFH� DUH H[SHQVHG DV LQFXUUHG� &DSLWDOL]HG VRIWZDUH FRVWV QHW RI
DFFXPXODWHG DPRUWL]DWLRQ DUH LQFOXGHG DV D FRPSRQHQW RI SURSHUW\ DQG HTXLSPHQW LQ WKH FRQVROLGDWHG EDODQFH
VKHHWV�

TKH &RPSDQ\ UHYLHZV WKH UHFRYHUDELOLW\ RI LWV ORQJ�OLYHG DVVHWV� VXFK DV SURSHUW\ DQG HTXLSPHQW DQG
LGHQWLILDEOH LQWDQJLEOH DVVHWV� ZKHQ HYHQWV RU FKDQJHV LQ FLUFXPVWDQFHV RFFXU WKDW LQGLFDWH WKH FDUU\LQJ YDOXH RI WKH
DVVHW RU DVVHW JURXS PD\ QRW EH UHFRYHUDEOH� TKH DVVHVVPHQW RI SRVVLEOH LPSDLUPHQW LV EDVHG RQ WKH &RPSDQ\¶V
DELOLW\ WR UHFRYHU WKH FDUU\LQJ YDOXH RI WKH DVVHW RU DVVHW JURXS IURP WKH H[SHFWHG IXWXUH XQGLVFRXQWHG SUH�WD[ FDVK
IORZV RI WKH UHODWHG RSHUDWLRQV� II WKHVH XQGLVFRXQWHG FDVK IORZV DUH OHVV WKDQ WKH FDUU\LQJ DPRXQW RI WKH UHODWHG
DVVHW� DQ LPSDLUPHQW LV UHFRJQL]HG IRU WKH H[FHVV RI WKH FDUU\LQJ YDOXH RYHU LWV IDLU YDOXH� NR LPSDLUPHQW ORVV ZDV
UHFRJQL]HG IRU WKH \HDUV HQGHG 'HFHPEHU ��� ����� ���� DQG �����

TKH &RPSDQ\ OHDVHV FHUWDLQ SURSHUW\ DQG HTXLSPHQW XQGHU QRQ�FDQFHODEOH ILQDQFH DQG RSHUDWLQJ OHDVHV ZKLFK
H[SLUH DW YDULRXV GDWHV WKURXJK ����� TKH &RPSDQ\¶V RSHUDWLQJ OHDVHV UHODWH WR URDVWLQJ IDFLOLWLHV LQ THQQHVVHH DQG
UHWDLO VWRUHV�

AW WKH LQFHSWLRQ RI HDFK OHDVH� WKH &RPSDQ\ GHWHUPLQHV WKH DSSURSULDWH FODVVLILFDWLRQ IRU HDFK OHDVH DV
RSHUDWLQJ RU ILQDQFH� TKH &RPSDQ\ KDV HVWLPDWHG WKDW WKH OHDVH WHUP IRU UHWDLO VWRUHV LV JHQHUDOO\ �� WR �� \HDUV� AQ\
LQLWLDO GLUHFW FRVWV DUH FDSLWDOL]HG DQG DPRUWL]HG RYHU WKH OLIH RI WKH OHDVH�
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Operating Leases

OSHUDWLQJ OHDVHV FDQ FRQWDLQ HVFDODWLQJ UHQWDOV RYHU WKH OHDVH WHUP� DV ZHOO DV RSWLRQDO UHQHZDO SHULRGV� 5HQW
H[SHQVH IRU RSHUDWLQJ OHDVHV LV UHFRUGHG RQ D VWUDLJKW�OLQH EDVLV RYHU WKH OHDVH WHUP DQG EHJLQV ZKHQ WKH &RPSDQ\
KDV WKH ULJKW WR XVH WKH SURSHUW\� AQ\ GLIIHUHQFH EHWZHHQ UHQW H[SHQVH DQG FDVK SD\PHQW LV UHFRUGHG DV GHIHUUHG UHQW
RQ WKH DFFRPSDQ\LQJ FRQVROLGDWHG EDODQFH VKHHWV� THQDQW LQFHQWLYHV XVHG WR IXQG OHDVHKROG LPSURYHPHQWV DUH
UHFRUGHG LQ GHIHUUHG UHQW DQG DPRUWL]HG DV UHGXFWLRQV WR UHQW H[SHQVH RYHU WKH WHUP RI WKH OHDVH�

Finance Leases

PURSHUW\ XQGHU ILQDQFH OHDVHV LV VWDWHG DW WKH QHW SUHVHQW YDOXH RI WKH UHODWHG PLQLPXP OHDVH SD\PHQWV DW OHDVH
LQFHSWLRQ DQG DPRUWL]HG RYHU WKH LQLWLDO OHDVH WHUP�

TKH &RPSDQ\ DFFRXQWV IRU LQFRPH WD[HV XQGHU WKH OLDELOLW\ PHWKRG� DQG GHIHUUHG WD[ DVVHWV DQG OLDELOLWLHV DUH
UHFRJQL]HG IRU WKH IXWXUH WD[ FRQVHTXHQFHV DWWULEXWDEOH WR GLIIHUHQFHV EHWZHHQ WKH ILQDQFLDO VWDWHPHQW FDUU\LQJ
YDOXHV RI H[LVWLQJ DVVHWV DQG OLDELOLWLHV DQG WKHLU UHVSHFWLYH WD[ EDVHV� 'HIHUUHG WD[ DVVHWV DQG OLDELOLWLHV DUH PHDVXUHG
XVLQJ HQDFWHG WD[ UDWHV LQ HIIHFW IRU WKH \HDU LQ ZKLFK WKRVH WHPSRUDU\ GLIIHUHQFHV DUH H[SHFWHG WR EH UHFRYHUHG RU
VHWWOHG� A YDOXDWLRQ DOORZDQFH LV SURYLGHG LI LW LV GHWHUPLQHG WKDW LW LV PRUH OLNHO\ WKDQ QRW WKDW WKH 'TA ZLOO QRW EH
UHDOL]HG� TKH &RPSDQ\ UHFRUGV LQWHUHVW DQG SHQDOW\ H[SHQVH UHODWHG WR LQFRPH WD[HV DV LQWHUHVW DQG RWKHU H[SHQVH�
UHVSHFWLYHO\�

TKH &RPSDQ\ HYDOXDWHV DQG DFFRXQWV IRU XQFHUWDLQ WD[ SRVLWLRQV XVLQJ D WZR�VWHS DSSURDFK� SWHS �� 5HFRJQLWLRQ
± RFFXUV ZKHQ WKH &RPSDQ\ FRQFOXGHV WKDW D WD[ SRVLWLRQ� EDVHG VROHO\ RQ LWV WHFKQLFDO PHULWV� LV PRUH�OLNHO\�WKDQ�
QRW WR EH VXVWDLQDEOH XSRQ H[DPLQDWLRQ� SWHS �� 0HDVXUHPHQW ± GHWHUPLQHV WKH DPRXQW RI EHQHILW WKDW LV JUHDWHU WKDQ
��� OLNHO\ WR EH UHDOL]HG XSRQ XOWLPDWH VHWWOHPHQW ZLWK D WD[LQJ DXWKRULW\ WKDW KDV IXOO NQRZOHGJH RI DOO UHOHYDQW
LQIRUPDWLRQ� 'HUHFRJQLWLRQ RI D WD[ SRVLWLRQ WKDW ZDV SUHYLRXVO\ UHFRJQL]HG ZRXOG RFFXU ZKHQ WKH &RPSDQ\
VXEVHTXHQWO\ GHWHUPLQHV WKDW D WD[ SRVLWLRQ QR ORQJHU PHHWV WKH PRUH OLNHO\�WKDQ�QRW WKUHVKROG RI EHLQJ VXVWDLQHG�

TKH &RPSDQ\ UHFRJQL]HV WKH FRVW RI HTXLW\�EDVHG FRPSHQVDWLRQ DZDUGV DQG LQFHQWLYH XQLW DZDUGV EDVHG RQ WKH
IDLU YDOXH HVWLPDWHG LQ DFFRUGDQFH ZLWK FASB AS& ���� Stock Based Compensation �AS& ����� TKH &RPSDQ\
UHFRUGV HTXLW\�EDVHG FRPSHQVDWLRQ H[SHQVH IRU DZDUGV ZLWK RQO\ D VHUYLFH EDVHG YHVWLQJ FRQGLWLRQ EDVHG RQ WKH IDLU
YDOXH RI VXFK DZDUGV DW WKH JUDQW GDWH DQG UHFRJQL]HV FRPSHQVDWLRQ H[SHQVH RQ D VWUDLJKW�OLQH EDVLV RYHU WKH
UHTXLVLWH VHUYLFH SHULRG� ETXLW\�EDVHG FRPSHQVDWLRQ H[SHQVH IRU DZDUGV ZLWK PDUNHW EDVHG YHVWLQJ FRQGLWLRQV LV
UHFRUGHG EDVHG RQ WKH IDLU YDOXH RI VXFK DZDUGV DW WKH JUDQW GDWH DQG UHFRJQL]HG RQ DQ DFFHOHUDWHG EDVLV RYHU WKH
UHTXLVLWH VHUYLFH SHULRG� TKH DVVXPSWLRQV XVHG WR FDOFXODWH WKH IDLU YDOXH RI HTXLW\ DZDUGV JUDQWHG DUH HYDOXDWHG DQG
UHYLVHG� DV QHFHVVDU\� WR UHIOHFW WKH &RPSDQ\¶V KLVWRULFDO H[SHULHQFH DQG FXUUHQW PDUNHW FRQGLWLRQV� FRU PRUH
LQIRUPDWLRQ� VHH NRWH ��� Equity-Based Compensation.
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BDVLF QHW ORVV SHU VKDUH LV FDOFXODWHG E\ GLYLGLQJ QHW ORVV DWWULEXWDEOH WR &ODVV A FRPPRQ VWRFNKROGHUV E\ WKH
ZHLJKWHG�DYHUDJH VKDUHV RI &ODVV A FRPPRQ VKDUHV RXWVWDQGLQJ ZLWKRXW WKH FRQVLGHUDWLRQ IRU SRWHQWLDO GLOXWLYH
VHFXULWLHV� 'LOXWHG QHW ORVV SHU VKDUH UHSUHVHQWV EDVLF QHW ORVV SHU VKDUH DGMXVWHG WR LQFOXGH WKH SRWHQWLDOO\ GLOXWLYH
HIIHFW RI RXWVWDQGLQJ XQYHVWHG VKDUH DZDUGV� DQG XQLWV RI AXWKHQWLF BUDQGV GHVLJQDWHG DV FRPPRQ XQLWV �WKH
³&RPPRQ 8QLWV´� DQG UHVWULFWHG XQLWV �WKH ³5HVWULFWHG &RPPRQ 8QLWV´� LQ WKH TKLUG APHQGHG DQG 5HVWDWHG
LLPLWHG LLDELOLW\ &RPSDQ\ OSHUDWLQJ AJUHHPHQW RI AXWKHQWLF BUDQGV �WKH �LL& AJUHHPHQW�� WKDW DUH
H[FKDQJHDEOH LQWR VKDUHV RI &ODVV A FRPPRQ VWRFN� 'LOXWHG QHW ORVV SHU VKDUH LV FRPSXWHG E\ GLYLGLQJ WKH QHW
LQFRPH DWWULEXWDEOH WR &ODVV A FRPPRQ VKDUHKROGHUV E\ WKH ZHLJKWHG�DYHUDJH QXPEHU RI VKDUHV RI &ODVV A FRPPRQ
VWRFN RXWVWDQGLQJ IRU WKH SHULRG GHWHUPLQHG XVLQJ WKH WUHDVXU\ VWRFN PHWKRG DQG LI�FRQYHUWHG PHWKRG� DV DSSOLFDEOH�
FRU PRUH LQIRUPDWLRQ� VHH NRWH ��� Net Loss Per Share�

TKH &RPSDQ\¶V DVVHWV WKDW DUH SRWHQWLDOO\ VXEMHFW WR FRQFHQWUDWLRQV RI FUHGLW ULVN DUH FDVK DQG DFFRXQWV
UHFHLYDEOH� &DVK EDODQFHV DUH PDLQWDLQHG LQ ILQDQFLDO LQVWLWXWLRQV ZKLFK DW WLPHV H[FHHG IHGHUDOO\ LQVXUHG OLPLWV� TKH
&RPSDQ\ PRQLWRUV WKH ILQDQFLDO FRQGLWLRQ RI WKH ILQDQFLDO LQVWLWXWLRQV LQ ZKLFK LWV DFFRXQWV DUH PDLQWDLQHG DQG KDV
QRW H[SHULHQFHG DQ\ ORVVHV LQ VXFK DFFRXQWV� TKH DFFRXQWV UHFHLYDEOH RI WKH &RPSDQ\ DUH VSUHDG RYHU D QXPEHU RI
FXVWRPHUV� RI ZKLFK WKUHH FXVWRPHUV DFFRXQWHG IRU ����� RI WRWDO RXWVWDQGLQJ UHFHLYDEOHV DV RI 'HFHPEHU ��� ����
DQG RQH FXVWRPHU DFFRXQWHG IRU ����� RI WRWDO RXWVWDQGLQJ UHFHLYDEOHV DV RI 'HFHPEHU ��� ����� TKH &RPSDQ\
SHUIRUPV RQJRLQJ FUHGLW HYDOXDWLRQV DV WR WKH ILQDQFLDO FRQGLWLRQ RI LWV FXVWRPHUV DQG FUHGLWRUV ZLWK UHVSHFW WR WUDGH
DFFRXQWV�

TKH &RPSDQ\¶V PDUNHWLQJ DQG DGYHUWLVLQJ H[SHQVHV DUH SULPDULO\ LQWHUQHW PDUNHWLQJ H[SHQVHV� FRPPHUFLDO
VSRQVRUVKLSV DQG DGYHUWLVLQJ WLPH VORWV� 0DUNHWLQJ H[SHQVHV DUH UHFRJQL]HG DV LQFXUUHG EDVHG RQ WKH WHUPV RI WKH
LQGLYLGXDO DJUHHPHQWV� ZKLFK DUH JHQHUDOO\� EXW QRW OLPLWHG WR� D FRPPLVVLRQ IRU WUDIILF GULYHQ WR LWV ZHEVLWHV WKDW
JHQHUDWH D VDOH� SURJUDPPDWLF WDUJHWLQJ DGYHUWLVHPHQWV� QDWLRQDO WHOHYLVLRQ DQG UDGLR DGYHUWLVHPHQWV� RU SD\PHQWV WR
VRFLDO PHGLD LQIOXHQFHUV� :H PD\ DOVR HQWHU LQWR PDUNHWLQJ VHUYLFH DJUHHPHQWV ZLWK WKLUG SDUW\ SURGXFWLRQ DQG
FRQWHQW SURYLGHUV ZKHUH ZH SUHSD\ IRU FHUWDLQ VHUYLFHV RU GHOLYHUDEOHV� PUHSDLG PDUNHWLQJ DQG DGYHUWLVLQJ H[SHQVHV
WRWDOHG ������ DQG ������ IRU WKH \HDUV HQGHG 'HFHPEHU ��� ���� DQG ����� UHVSHFWLYHO\�

TKH &RPSDQ\¶V ILQDQFLDO LQVWUXPHQWV FRQVLVW SULPDULO\ RI DFFRXQWV UHFHLYDEOH� DFFRXQWV SD\DEOH DQG ORQJ�WHUP
GHEW� TKH FDUU\LQJ DPRXQWV RI DFFRXQWV UHFHLYDEOH DQG DFFRXQWV SD\DEOH DUH UHSUHVHQWDWLYH RI WKHLU UHVSHFWLYH IDLU
YDOXHV GXH WR WKH VKRUW�WHUP PDWXULW\ RI WKHVH LQVWUXPHQWV� TKH IDLU YDOXH RI YDULDEOH UDWH ORQJ�WHUP GHEW LV EDVHG
XSRQ WKH FXUUHQW PDUNHW UDWHV IRU GHEW ZLWK VLPLODU FUHGLW ULVN DQG PDWXULW\� ZKLFK DSSUR[LPDWHG LWV FDUU\LQJ YDOXH�
DV LQWHUHVW LV EDVHG XSRQ WKH BORRPEHUJ SKRUW�THUP BDQN YLHOG IQGH[ RU PULPH UDWHV SOXV DQ DSSOLFDEOH IORDWLQJ
PDUJLQ� IQ PHDVXULQJ IDLU YDOXH� WKH &RPSDQ\ UHIOHFWV WKH LPSDFW RI FUHGLW ULVN RQ OLDELOLWLHV� DV ZHOO DV DQ\
FROODWHUDO� TKH &RPSDQ\ DOVR FRQVLGHUV WKH FUHGLW VWDQGLQJ RI FRXQWHUSDUWLHV LQ PHDVXULQJ WKH IDLU YDOXH RI DVVHWV�

TKH &RPSDQ\ XVHV DQ\ RI WKUHH YDOXDWLRQ WHFKQLTXHV WR PHDVXUH IDLU YDOXH� WKH PDUNHW DSSURDFK� WKH LQFRPH
DSSURDFK� DQG WKH FRVW DSSURDFK LQ GHWHUPLQLQJ WKH DSSURSULDWH YDOXDWLRQ WHFKQLTXH EDVHG RQ WKH QDWXUH RI WKH DVVHW
RU OLDELOLW\ EHLQJ PHDVXUHG DQG WKH UHOLDELOLW\ RI WKH LQSXWV XVHG LQ DUULYLQJ DW IDLU YDOXH�

TKH &RPSDQ\ IROORZV WKH SURYLVLRQV RI AS& ���� Fair Value Measurements �AS& ���� IRU QRQ�ILQDQFLDO DVVHWV
DQG OLDELOLWLHV PHDVXUHG RQ D QRQ�UHFXUULQJ EDVLV�
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TKH LQSXWV XVHG LQ DSSO\LQJ YDOXDWLRQ WHFKQLTXHV LQFOXGH DVVXPSWLRQV WKDW PDUNHW SDUWLFLSDQWV ZRXOG XVH LQ
SULFLQJ WKH DVVHW RU OLDELOLW\ �L�H�� DVVXPSWLRQV DERXW ULVN�� IQSXWV PD\ EH REVHUYDEOH RU XQREVHUYDEOH� TKH &RPSDQ\
XVHV REVHUYDEOH LQSXWV LQ WKH &RPSDQ\¶V YDOXDWLRQ WHFKQLTXHV DQG FODVVLILHV WKRVH LQSXWV LQ DFFRUGDQFH ZLWK WKH IDLU
YDOXH KLHUDUFK\ HVWDEOLVKHG E\ DSSOLFDEOH DFFRXQWLQJ JXLGDQFH� ZKLFK SULRULWL]HV WKRVH LQSXWV� TKH IDLU YDOXH
KLHUDUFK\ JLYHV WKH KLJKHVW SULRULW\ WR XQDGMXVWHG TXRWHG SULFHV LQ DFWLYH PDUNHWV IRU LGHQWLFDO DVVHWV RU OLDELOLWLHV
�LHYHO � PHDVXUHPHQW� DQG WKH ORZHVW SULRULW\ WR XQREVHUYDEOH LQSXWV �LHYHO � PHDVXUHPHQW��

TKH WKUHH OHYHOV DUH GHILQHG DV IROORZV�

LHYHO �² LQSXWV WR WKH YDOXDWLRQ PHWKRGRORJ\ DUH TXRWHG SULFHV �XQDGMXVWHG� IRU LGHQWLFDO DVVHWV RU OLDELOLWLHV LQ
DFWLYH PDUNHWV�

LHYHO �² LQSXWV WR WKH YDOXDWLRQ PHWKRGRORJ\ LQFOXGH TXRWHG SULFHV IRU VLPLODU DVVHWV DQG OLDELOLWLHV LQ DFWLYH
PDUNHWV� DQG LQSXWV WKDW DUH REVHUYDEOH IRU WKH DVVHW RU OLDELOLW\� HLWKHU GLUHFWO\ RU LQGLUHFWO\� IRU VXEVWDQWLDOO\ WKH
IXOO WHUP RI WKH ILQDQFLDO LQVWUXPHQW�

LHYHO �² LQSXWV WR WKH YDOXDWLRQ PHWKRGRORJ\ DUH XQREVHUYDEOH DQG VLJQLILFDQW WR WKH IDLU YDOXH PHDVXUHPHQW�

A ILQDQFLDO LQVWUXPHQW¶V FDWHJRUL]DWLRQ ZLWKLQ WKH YDOXDWLRQ KLHUDUFK\ LV EDVHG XSRQ WKH ORZHVW OHYHO RI LQSXW
WKDW LV VLJQLILFDQW WR WKH IDLU YDOXH PHDVXUHPHQW� TKH &RPSDQ\¶V DVVHVVPHQW RI WKH VLJQLILFDQFH RI D SDUWLFXODU LQSXW
WR WKH IDLU YDOXH PHDVXUHPHQW LQ LWV HQWLUHW\ UHTXLUHV MXGJPHQW DQG FRQVLGHUV IDFWRUV VSHFLILF WR WKH DVVHW RU OLDELOLW\�

TKH &RPSDQ\ DFFRXQWHG IRU LWV SUHIHUUHG HTXLW\ DV WHPSRUDU\ HTXLW\� JLYHQ WKH SHULHV A SUHIHUUHG XQLWV ZHUH
SUREDEOH RI EHFRPLQJ UHGHHPDEOH �L�H�� H[HUFLVH RI WKH H[LW ULJKWV LV WKH SDVVDJH RI WLPH�� TKH SHULHV A
SUHIHUUHG XQLWV KDG EHHQ VXEVHTXHQWO\ UHPHDVXUHG E\ DFFUHWLQJ FKDQJHV LQ WKH UHGHPSWLRQ YDOXH IURP WKH GDWH RI
LVVXDQFH WR WKH H[SHFWHG UHGHPSWLRQ GDWH XVLQJ WKH HIIHFWLYH LQWHUHVW PHWKRG� TKH SHULHV A SUHIHUUHG XQLWV ZHUH
UHGHHPHG LQ FHEUXDU\ ���� LQ FRQQHFWLRQ ZLWK WKH BXVLQHVV &RPELQDWLRQ� FRU PRUH LQIRUPDWLRQ� VHH NRWH ���
Series A Redeemable Preferred Equity and Derivative Liability.

&RPSUHKHQVLYH LQFRPH �ORVV� LV HTXLYDOHQW WR QHW LQFRPH �ORVV� LQ HDFK RI WKH SHULRGV SUHVHQWHG� AV VXFK� QR
VWDWHPHQW RI FRPSUHKHQVLYH LQFRPH �ORVV� LV SUHVHQWHG�
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OQ -DQXDU\ �� ����� WKH &RPSDQ\ DGRSWHG D QHZ VWDQGDUG IURP WKH FASB ZKLFK VLPSOLILHG JXLGDQFH RQ DQ
LVVXHU
V DFFRXQWLQJ IRU FRQYHUWLEOH LQVWUXPHQWV DQG FRQWUDFWV LQ DQ HQWLW\
V RZQ HTXLW\� IW DOVR DPHQGHG FHUWDLQ
JXLGDQFH UHODWHG WR WKH FRPSXWDWLRQ RI HDUQLQJV SHU VKDUH IRU FRQYHUWLEOH LQVWUXPHQWV DQG FRQWUDFWV LQ DQ HQWLW\
V
RZQ HTXLW\� TKHUH ZDV QR PDWHULDO LPSDFW WR WKH &RPSDQ\
V ILQDQFLDO VWDWHPHQWV DV D UHVXOW RI WKLV DGRSWLRQ�

OQ -DQXDU\ �� ����� WKH &RPSDQ\ DGRSWHG QHZ JXLGDQFH IURP WKH FASB RQ WKH UHFRJQLWLRQ DQG PHDVXUHPHQW
RI OHDVHG DVVHWV DQG OLDELOLWLHV XWLOL]LQJ WKH PRGLILHG UHWURVSHFWLYH DSSURDFK� AV D UHVXOW� WKH SULRU SHULRG LQIRUPDWLRQ
UHSRUWHG XQGHU WKH SUHYLRXV OHDVH JXLGDQFH KDV QRW EHHQ UHVWDWHG�

AV SHUPLWWHG XQGHU WKH QHZ JXLGDQFH� WKH &RPSDQ\ HOHFWHG FHUWDLQ SUDFWLFDO H[SHGLHQWV� ZKLFK DOORZHG XV WR
UHWDLQ RXU SULRU FRQFOXVLRQV UHJDUGLQJ OHDVH LGHQWLILFDWLRQ� FODVVLILFDWLRQ DQG LQLWLDO GLUHFW FRVWV� FRU RXU OHDVH
DJUHHPHQWV ZLWK OHDVH DQG QRQ�OHDVH FRPSRQHQWV� ZH HOHFWHG WKH SUDFWLFDO H[SHGLHQW WR DFFRXQW IRU WKHVH DV D VLQJOH
OHDVH FRPSRQHQW IRU DOO XQGHUO\LQJ FODVVHV RI DVVHWV� 8SRQ DGRSWLRQ� ZH HOHFWHG WR XVH KLQGVLJKW IRU RXU H[LVWLQJ
OHDVHV LQ GHWHUPLQLQJ OHDVH WHUP DQG LQ DVVHVVLQJ LPSDLUPHQW� AGGLWLRQDOO\� IRU VKRUW�WHUP OHDVHV ZLWK DQ LQLWLDO OHDVH
WHUP RI �� PRQWKV RU FRXOG UHDVRQDEO\ EH FHUWDLQ ZLOO QRW EH H[HUFLVHG RU PDWHULDO WR WKH ILQDQFLDO VWDWHPHQWV� ZH
HOHFWHG WR QRW UHFRUG ULJKW�RI�XVH DVVHWV RU FRUUHVSRQGLQJ OHDVH REOLJDWLRQV RQ RXU FRQVROLGDWHG EDODQFH VKHHW� :H
ZLOO FRQWLQXH WR UHFRUG UHQW H[SHQVH IRU HDFK VKRUW�WHUP OHDVH RQ D VWUDLJKW�OLQH EDVLV RYHU WKH OHDVH WHUP�

TKH QHZ JXLGDQFH KDG D PDWHULDO LPSDFW RQ RXU FRQVROLGDWHG EDODQFH VKHHW� KRZHYHU� LW GLG QRW KDYH D PDWHULDO
LPSDFW RQ RXU FRQVROLGDWHG VWDWHPHQW RI RSHUDWLRQV� TKH PRVW PDWHULDO LPSDFW ZDV WKH UHFRJQLWLRQ RI ULJKW�RI�XVH
DVVHWV RI ������� ZLWK FRUUHVSRQGLQJ OHDVH OLDELOLWLHV RI ������ UHODWLQJ WR RXU RSHUDWLQJ OHDVHV� E[LVWLQJ GHIHUUHG UHQW
RI DSSUR[LPDWHO\ ����� SUHYLRXVO\ UHFRUGHG ZLWKLQ RWKHU ORQJ�WHUP OLDELOLWLHV� ZDV UHFRUGHG DV DQ RIIVHW WR RXU JURVV
RSHUDWLQJ OHDVH ULJKW�RI�XVH DVVHWV� SHH NRWH �� Leases� IRU IXUWKHU GLVFXVVLRQ UHJDUGLQJ WKH DGRSWLRQ RI WKLV
JXLGDQFH�

TKH FASB LVVXHG D QHZ FUHGLW ORVV VWDQGDUG WKDW LQWURGXFHV D QHZ FUHGLW ORVV PHWKRGRORJ\ IRU HVWLPDWLQJ
DOORZDQFHV IRU FUHGLW ORVVHV� TKH VWDQGDUG UHTXLUHV PHDVXUHPHQW DQG UHFRJQLWLRQ RI H[SHFWHG FUHGLW ORVVHV IRU
ILQDQFLDO DVVHWV KHOG E\ WKH &RPSDQ\ EH UHFRJQL]HG LPPHGLDWHO\ RYHU WKH UHPDLQLQJ OLIH RI WKH ILQDQFLDO DVVHWV� TKH
HVWLPDWH RI H[SHFWHG ORVVHV LV EDVHG RQ LQIRUPDWLRQ DERXW SDVW DQG FXUUHQW HFRQRPLF FRQGLWLRQV DQG UHDVRQDEOH
IRUHFDVWV RI IXWXUH HFRQRPLF FRQGLWLRQV WKDW DIIHFW ILQDQFLDO DVVHWV GHHPHG XQFROOHFWLEOH� TKH QHZ VWDQGDUG WDNHV
HIIHFW LQ ILVFDO \HDUV EHJLQQLQJ DIWHU 'HFHPEHU ��� ���� DQG XSRQ DGRSWLRQ� ZH GR QRW H[SHFW WKH QHZ VWDQGDUG WR
KDYH D PDWHULDO LPSDFW WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV�

OQ AXJXVW ��� ����� WKH IQIODWLRQ 5HGXFWLRQ AFW �³I5A´� ZDV VLJQHG LQWR ODZ� TKH I5A LQWURGXFHV D ���
FRUSRUDWH DOWHUQDWLYH PLQLPXP WD[ ��&A0T�� IRU FRUSRUDWLRQV ZKRVH DYHUDJH DQQXDO DGMXVWHG ILQDQFLDO VWDWHPHQW
LQFRPH IRU DQ\ FRQVHFXWLYH WKUHH�WD[�\HDU SHULRG SUHFHGLQJ WKH DSSOLFDEOH WD[ \HDU H[FHHGV �� ELOOLRQ� DQG D ��
H[FLVH WD[ RQ FHUWDLQ VWRFN UHSXUFKDVHV� TKH &A0T DQG WKH H[FLVH WD[ DUH HIIHFWLYH LQ WD[DEOH \HDUV EHJLQQLQJ DIWHU
'HFHPEHU ��� ����� TKH &RPSDQ\ LV HYDOXDWLQJ WKH SURYLVLRQV RI WKH QHZ ODZ DQG LWV SRWHQWLDO LPSDFW EXW ZH GR QRW
H[SHFW WKH HQDFWPHQW RI WKHVH SURYLVLRQV WR KDYH D PDWHULDO LPSDFW WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV�

TKH &RPSDQ\ HQWHUHG LQWR D SURGXFW VDOHV DQG PDUNHWLQJ VHUYLFHV DJUHHPHQW �WKH ³AJUHHPHQW´� ZLWK D ODUJH
UHWDLOHU WR VHOO VHOHFW FRIIHH SURGXFWV DQG PHUFKDQGLVH LWHPV WR WKH UHWDLOHU WR EH VROG LQ WKH UHWDLOHU¶V VWRUHV DQG
ZHEVLWH� TKH AJUHHPHQW ZDV HIIHFWLYH -DQXDU\ ��� ���� DQG LV WR FRQWLQXH WKURXJK ASULO �� ����� AIWHU WKLV LQLWLDO
WHUP� WKH AJUHHPHQW DXWRPDWLFDOO\ UHQHZV IRU DQ DGGLWLRQDO WZR \HDUV XQWLO WHUPLQDWHG LQ DFFRUGDQFH ZLWK LWV WHUPV�
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TKH UHYHQXHV DVVRFLDWHG WR SURGXFW VDOHV WR WKH UHWDLOHU DUH UHFRJQL]HG ZKHQ FRQWURO RI WKH SURGXFW SDVVHV WR WKH
UHWDLOHU� W\SLFDOO\ DW WKH GDWH RI GHOLYHU\ RI WKH PHUFKDQGLVH WR WKH UHWDLOHU DQG LQ DQ DPRXQW WKDW UHIOHFWV WKH H[SHFWHG
FRQVLGHUDWLRQ WR EH UHFHLYHG LQ H[FKDQJH IRU VXFK JRRGV� IQ DGGLWLRQ WR SURGXFW VDOHV� WKH AJUHHPHQW SURYLGHV D
OLFHQVLQJ DJUHHPHQW ZLWK WKH UHWDLOHU DQG LWV VXSSOLHUV� TKH OLFHQVLQJ DJUHHPHQW SURYLGHV WKH UHWDLOHU DQG LWV VXSSOLHUV
OLFHQVH ULJKWV WR WKH LQWHOOHFWXDO SURSHUW\ RI VHOHFW B5&& EUDQGV� TKHVH OLFHQVH ULJKWV SURYLGH WKH UHWDLOHU WKH DELOLW\
WR PDQXIDFWXUH LWV RZQ B5&& EUDQGHG VRIW JRRGV DQG KDUG JRRGV� LLFHQVH IHHV DUH UHFRJQL]HG DV WKH UHODWHG
SXUFKDVHV RFFXU E\ WKH UHWDLOHU� FRU WKH \HDU HQGHG 'HFHPEHU ��� ����� WKH &RPSDQ\¶V UHYHQXHV UHODWHG WR WKH
AJUHHPHQW IRU SURGXFW VDOHV DQG OLFHQVH IHHV ZHUH ������ DQG ����� UHVSHFWLYHO\� FRU WKH \HDU HQGHG 'HFHPEHU ���
����� WKH &RPSDQ\¶V UHYHQXHV UHODWHG WR WKH AJUHHPHQW IRU SURGXFW VDOHV DQG OLFHQVHV IHHV ZHUH ������ DQG �������
UHVSHFWLYHO\�

AV SDUW RI WKH AJUHHPHQW� WKH &RPSDQ\ HQWHUHG LQWR D PDUNHWLQJ VHUYLFHV DJUHHPHQW� ZKLFK LV HIIHFWLYH WKURXJK
ASULO �� ����� AV SDUW RI WKH PDUNHWLQJ VHUYLFHV DJUHHPHQW� WKH &RPSDQ\ JUDQWHG ����� &ODVV B FRPPRQ XQLWV LQ
WKH &RPSDQ\ ZKLFK YHVW RYHU D ���PRQWK SHULRG IURP GDWH RI JUDQW� TKH HTXLW\ JUDQW GDWH LV -DQXDU\ ��� ����� DQG
WRWDO H[SHQVH UHODWHG WR WKH HTXLW\ DZDUG ZDV �������

IQ 'HFHPEHU ����� WKH AJUHHPHQW ZDV DPHQGHG WR UHGXFH WKH PDUNHWLQJ VHUYLFH IHHV SDLG WR WKH UHWDLOHU RYHU
WKH WHUP RI WKH AJUHHPHQW� TKH &RPSDQ\ KDV DFFUXHG PDUNHWLQJ H[SHQVHV UHODWLQJ WR WKH AJUHHPHQW RI ���� DQG
���� DW 'HFHPEHU ��� ���� DQG ����� UHVSHFWLYHO\� FRU WKH \HDUV HQGHG 'HFHPEHU ��� ���� DQG ����� WKH &RPSDQ\
UHFRJQL]HG PDUNHWLQJ H[SHQVHV RI ������ DQG ������� UHVSHFWLYHO\�

TKH IROORZLQJ LV WKH DPHQGHG IXWXUH PLQLPXP FDVK SD\PHQWV GXH WR WKH UHWDLOHU�

���� � �����
���� �����
���� ���
TRWDO � �����

TKH PDUNHWLQJ VHUYLFHV DJUHHPHQW LV D VHSDUDWH GLVWLQFW VHUYLFH IURP WKH SURGXFW VXSSO\ DJUHHPHQW�
TKH &RPSDQ\ ZLOO H[SHQVH WKH FRVWV DVVRFLDWHG ZLWK WKH AJUHHPHQW LQ DFFRUGDQFH ZLWK DSSOLFDEOH JXLGDQFH UHODWHG
WR VLPLODU WUDQVDFWLRQV�

IQYHQWRULHV FRQVLVW RI WKH IROORZLQJ�

&RIIHH�
8QURDVWHG � ����� � �����
FLQLVKHG GRRGV ������ �����
5HDG\�WR�'ULQN �UDZ PDWHULDOV� ������ ²
5HDG\�WR�'ULQN �ILQLVKHG JRRGV� ������ �����

ASSDUHO DQG RWKHU PHUFKDQGLVH ����� �����
IQYHQWRULHV � ������ � ������
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PURSHUW\ DQG HTXLSPHQW� QHW FRQVLVWV RI WKH IROORZLQJ�

LDQG � ����� � �����
BXLOGLQJV ��� ²
BXLOGLQJ DQG OHDVHKROG LPSURYHPHQWV ������ ������
&RPSXWHU HTXLSPHQW DQG VRIWZDUH ����� �����
0DFKLQHU\ DQG HTXLSPHQW ������ �����
9HKLFOHV ����� �����
FXUQLWXUH DQG FL[WXUHV ����� ���
&RQVWUXFWLRQ LQ SURJUHVV ������ �����

������ ������
LHVV� DFFXPXODWHG GHSUHFLDWLRQ DQG DPRUWL]DWLRQ ������� �������

PURSHUW\ DQG ETXLSPHQW� QHW � ������ � ������

TKH SRUWLRQ RI GHSUHFLDWLRQ H[SHQVH UHODWHG WR SURGXFWLRQ DQG GLVWULEXWLRQ IDFLOLWLHV LV LQFOXGHG LQ FRVW RI JRRGV
VROG LQFOXGLQJ RFFXSDQF\ FRVWV RQ WKH FRQVROLGDWHG VWDWHPHQWV RI RSHUDWLRQV� 'HSUHFLDWLRQ H[SHQVH UHFRUGHG LQ FRVW
RI JRRGV VROG DQG JHQHUDO DQG DGPLQLVWUDWLYH H[SHQVHV ZDV DV IROORZV�

&RVW RI JRRGV VROG ��� � ��� � ���
GHQHUDO DQG DGPLQLVWUDWLYH ����� ����� ���
TRWDO GHSUHFLDWLRQ H[SHQVH � ����� � ����� � �����

TKH WRWDO GHSUHFLDWLRQ H[SHQVH IRU LQWHUQDO XVH VRIWZDUH LQFOXGHG LQ WKH DERYH WDEOH ZDV ����� ���� DQG ����
IRU WKH \HDUV HQGHG 'HFHPEHU ��� ����� ���� DQG ����� UHVSHFWLYHO\�

SXEVWDQWLDOO\ DOO ORQJ�OLYHG DVVHWV DUH ORFDWHG LQ WKH 8QLWHG SWDWHV�

IQ AXJXVW ����� WKH &RPSDQ\ HQWHUHG LQWR DQ DJUHHPHQW ZLWK D UHODWHG SDUW\� ZKHUHE\ WKH &RPSDQ\ DJUHHG WR
UHLPEXUVH WKH UHODWHG SDUW\ IRU LQLWLDO GLUHFW FRVWV LQFXUUHG WRWDOLQJ ������ IRU HVWDEOLVKLQJ UHWDLO FRIIHH VKRS
ORFDWLRQV LQ WKH PKRHQL[� AUL]RQD PHWURSROLWDQ DUHD� AIWHU DGGLWLRQDO VLWH HYDOXDWLRQ LQ WKH IRXUWK TXDUWHU ����� WKH
GLUHFW FRVWV ZHUH VXEVHTXHQWO\ ZULWWHQ GRZQ WR ���� DV VRPH ORFDWLRQV ZLOO QRW EH XWLOL]HG�

IQ WKH IRXUWK TXDUWHU RI ����� DGGLWLRQDO VLWH HYDOXDWLRQV ZHUH FRPSOHWHG DQG DQ DGGLWLRQDO ���� ZDV ZULWWHQ RII
DV WKH GHFLVLRQ ZDV PDGH WR QRW XWLOL]H FHUWDLQ VLWHV� TKH UHPDLQLQJ GLUHFW FRVWV DUH LQFOXGHG LQ OWKHU DVVHWV IRU WKH
UHVSHFWLYH OXWSRVWV DQG ZLOO EH DPRUWL]HG RYHU WKH OLIH RI WKH FRPSOHWHG OHDVH DJUHHPHQWV�
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AFFUXHG OLDELOLWLHV FRQVLVW RI WKH IROORZLQJ�

AFFUXHG FRPSHQVDWLRQ DQG EHQHILWV � ����� � �����
AFFUXHG PDUNHWLQJ ����� �����
AFFUXHG SHULHV A SUHIHUUHG HTXLW\ GLVWULEXWLRQ ² �����
AFFUXHG IUHLJKW ����� �����
AFFUXHG VDOHV WD[HV ����� �����
AFFUXHG LQYHQWRU\ SXUFKDVHV ������ ²
&UHGLW FDUG OLDELOLWLHV ��� �����
OWKHU DFFUXHG H[SHQVHV ����� �����
TRWDO � ������ � ������
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TKH &RPSDQ\¶V ORQJ�WHUP GHEW ZDV DV IROORZV�

0RUWJDJHV � ����� � �����
ETXLSPHQW ILQDQFLQJ ORDQ ����� �����
5HWDLO IDFLOLW\ ����� �����
ETXLSPHQW WHUP ORDQ ����� ²
&UHGLW IDFLOLW\ ² �����
SHQLRU &UHGLW FDFLOLW\ ������ ²
PURPLVVRU\ QRWH ² ������
NRWHV SD\DEOH ����� �����
TRWDO SULQFLSDO ������ ������
LHVV GHEW LVVXDQFH FRVWV ����� �����
LRQJ�WHUP GHEW� QHW � ������ � ������
&XUUHQW PDWXULWLHV�
&XUUHQW PDWXULWLHV RI SULQFLSDO � ����� � ������
LHVV FXUUHQW SRUWLRQ RI GHEW LVVXDQFH FRVWV ����� �����

&XUUHQW PDWXULWLHV RI ORQJ�WHUP GHEW� QHW � ����� � ������
LRQJ�WHUP GHEW�
NRQ�FXUUHQW SULQFLSDO � ������ � ������
LHVV QRQ�FXUUHQW SRUWLRQ RI GHEW LVVXDQFH FRVWV ����� �����

LRQJ�WHUP GHEW� QHW � ������ � ������

FXWXUH FRQWUDFWXDO PDWXULWLHV RI FUHGLW IDFLOLWLHV DQG RWKHU GHEW DV RI 'HFHPEHU ��� ���� DUH DV IROORZV�

YHDU HQGLQJ 'HFHPEHU ���
���� � �����
���� �����
���� �����
���� �����

TKHUHDIWHU ������
� ������

TKH &RPSDQ\ FDSLWDOL]HV IHHV DVVRFLDWHG ZLWK WKH RULJLQDWLRQ RI LWV FUHGLW IDFLOLWLHV DQG RWKHU GHEW ZKLFK DUH
SUHVHQWHG LQ WKH FRQVROLGDWHG EDODQFH VKHHWV DV D GLUHFW GHGXFWLRQ IURP WKH FDUU\LQJ DPRXQW RI WKH UHODWHG ORDQV� TKH
GHEW LVVXDQFH FRVWV DUH DPRUWL]HG XVLQJ WKH HIIHFWLYH LQWHUHVW PHWKRG� TKH &RPSDQ\ LQFXUUHG GHEW LVVXDQFH FRVWV RI
���� DQG ���� IRU WKH \HDUV HQGHG 'HFHPEHU ��� ���� DQG ����� UHVSHFWLYHO\� APRUWL]DWLRQ RI WKH GHEW LVVXDQFH
FRVWV IRU WKH \HDUV HQGHG 'HFHPEHU ��� ����� ���� DQG ���� ZDV ����� ���� DQG ����� UHVSHFWLYHO\� DQG DUH
LQFOXGHG LQ LQWHUHVW H[SHQVH LQ WKH FRQVROLGDWHG VWDWHPHQWV RI RSHUDWLRQV�



F���

IQ -XO\ ����� WKH &RPSDQ\ HQWHUHG LQWR PRUWJDJH ORDQ DJUHHPHQWV WR UHILQDQFH WKH SXUFKDVH RI EXLOGLQJV IRU D
WRWDO RI ������ DW DQ LQWHUHVW UDWH RI ����� SHU DQQXP� TKH ORDQV DUH VHFXUHG E\ WKH UHDO SURSHUW\ ILQDQFHG� TKH ORDQV
PDWXUH RQ -XO\ ��� ����� TKH ORDQV DUH SD\DEOH LQ PRQWKO\ LQVWDOOPHQWV RI SULQFLSDO DQG LQWHUHVW RI ��� FRPPHQFLQJ
RQ AXJXVW ��� �����

IQ ASULO ����� WKH &RPSDQ\ HQWHUHG LQWR D PRUWJDJH ORDQ DJUHHPHQW WR SXUFKDVH D EXLOGLQJ IRU D WRWDO RI ������
DW DQ LQWHUHVW UDWH RI ����� SHU DQQXP� TKH ORDQ LV VHFXUHG E\ WKH UHDO SURSHUW\ ILQDQFHG� TKH ORDQ PDWXUHV RQ ASULO
��� ����� TKH ORDQ LV SD\DEOH LQ PRQWKO\ LQVWDOOPHQWV RI SULQFLSDO DQG LQWHUHVW RI ��� WKDW FRPPHQFHG RQ 0D\ ���
�����

IQ -XO\ ����� WKH &RPSDQ\ HQWHUHG LQWR DQ HTXLSPHQW ILQDQFLQJ DJUHHPHQW ZKLFK SURYLGHG D FUHGLW OLQH WRWDOLQJ
������ DW DQ LQWHUHVW UDWH RI BORRPEHUJ SKRUW THUP BDQN YLHOG IQGH[ SOXV ������ TKH FUHGLW OLQH LV VHFXUHG E\ WKH
HTXLSPHQW ILQDQFHG�

IQ ASULO ����� WKH &RPSDQ\ LQFUHDVHG LWV HTXLSPHQW FUHGLW OLQH E\ �������� FXUWKHU� LQ -XO\ ����� DQ DGGLWLRQDO
������ ZDV DGGHG WR WKH DYDLODEOH FUHGLW RQ WKH HTXLSPHQW ILQDQFH ORDQ� IQ SHSWHPEHU ����� ������ RXWVWDQGLQJ RQ
WKH HTXLSPHQW FUHGLW OLQH ZDV FRQYHUWHG WR D ���PRQWK WHUP ORDQ DW DQ LQWHUHVW UDWH RI ����� WR EH XWLOL]HG IRU UHWDLO
H[SDQVLRQ �³5HWDLO FDFLOLW\´��

IQ AXJXVW ����� ERUURZLQJV XQGHU WKH HTXLSPHQW ILQDQFLQJ ORDQ RI ������ ZHUH FRQYHUWHG LQWR WKH ETXLSPHQW
THUP LRDQ �WKH ³THUP LRDQ´�� TKH THUP LRDQ LV VHFXUHG E\ WKH HTXLSPHQW ILQDQFHG DQG PDWXUHV LQ -XQH ����
EHDULQJ DQ LQWHUHVW UDWH RI ������

IQ ASULO ����� WKH &RPSDQ\ HQWHUHG LQWR D ������� UHYROYLQJ OLQH RI FUHGLW DJUHHPHQW �³&UHGLW FDFLOLW\´��

IQ NRYHPEHU ����� WKH &RPSDQ\ HQWHUHG LQWR DQ DPHQGPHQW WR LQFUHDVH WKH &UHGLW FDFLOLW\ WR �������� IQWHUHVW
RQO\ SD\PHQWV ZHUH GXH DQG SD\DEOH LQ LQVWDOOPHQWV FRPPHQFLQJ NRYHPEHU ��� ���� DQG FRQWLQXH UHJXODUO\ XQWLO
WKH HQWLUH DPRXQW RXWVWDQGLQJ LV GXH RQ -XQH ��� ����� AV RI 'HFHPEHU ��� ����� QR DPRXQWV ZHUH RXWVWDQGLQJ
XQGHU WKH &UHGLW FDFLOLW\�

IQ NRYHPEHU ����� AXWKHQWLF BUDQGV DQG FHUWDLQ RI LWV VXEVLGLDULHV HQWHUHG LQWR D QHZ FUHGLW DJUHHPHQW
ZLWK 5HJLRQV BDQN� ZKLFK SURYLGHV IRU D UHYROYLQJ FUHGLW IDFLOLW\ RI XS WR �������� VXEMHFW WR D ERUURZLQJ EDVH
GHWHUPLQHG IURP HOLJLEOH DFFRXQWV UHFHLYDEOH DQG LQYHQWRU\ �WKH �SHQLRU &UHGLW FDFLOLW\��� IQ FRQQHFWLRQ ZLWK WKH
HQWU\ LQWR WKH SHQLRU &UHGLW FDFLOLW\� AXWKHQWLF BUDQGV DQG FHUWDLQ RI LWV VXEVLGLDULHV HDFK JUDQWHG D VHFXULW\ LQWHUHVW
LQ DQG OLHQV XSRQ VXEVWDQWLDOO\ DOO RI WKHLU DVVHWV LQ IDYRU RI WKH OHQGHU WR VHFXUH REOLJDWLRQV XQGHU WKH SHQLRU &UHGLW
FDFLOLW\� AV RI 'HFHPEHU ��� ����� AXWKHQWLF BUDQGV KDV DYDLODEOH FUHGLW XQGHU WKH SHQLRU &UHGLW FDFLOLW\ RI
�������� TKH SHQLRU &UHGLW FDFLOLW\ EHDUV D YDULDEOH LQWHUHVW UDWH EDVHG RQ WKH BSBY SOXV DQ DSSOLFDEOH PDUJLQ RI
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HLWKHU �L� ����� LI H[FHVV ERUURZLQJ DYDLODELOLW\ LV OHVV WKDQ RU HTXDO WR ILIW\ SHUFHQW RI ERUURZLQJ EDVH� RU �LL� �����
LI H[FHVV ERUURZLQJ DYDLODELOLW\ LV JUHDWHU WKDQ ILIW\ SHUFHQW RI ERUURZLQJ EDVH DQG PDWXUHV LQ NRYHPEHU �����

TKH SHQLRU &UHGLW FDFLOLW\ FRQWDLQV FXVWRPDU\ UHSUHVHQWDWLRQV DQG DIILUPDWLYH DQG QHJDWLYH FRYHQDQWV�
LQFOXGLQJ OLPLWDWLRQV RQ AXWKHQWLF BUDQGV¶ DQG LWV VXEVLGLDULHV¶ DELOLW\ WR LQFXU DGGLWLRQDO GHEW� JUDQW RU SHUPLW
DGGLWLRQDO OLHQV� PDNH LQYHVWPHQWV DQG DFTXLVLWLRQV� PHUJH RU FRQVROLGDWH ZLWK RWKHUV� GLVSRVH RI DVVHWV� SD\
GLYLGHQGV DQG GLVWULEXWLRQV� DQG HQWHU LQWR DIILOLDWH WUDQVDFWLRQV� LQ HDFK FDVH� VXEMHFW WR FXVWRPDU\ H[FHSWLRQV� IQ
DGGLWLRQ� WKH SHQLRU &UHGLW FDFLOLW\ FRQWDLQV ILQDQFLDO FRYHQDQWV UHTXLULQJ AXWKHQWLF BUDQGV WR PDLQWDLQ �L� PLQLPXP
OLTXLGLW\ �DV GHILQHG LQ WKH FUHGLW DJUHHPHQW� RI DW OHDVW �������� DQG �LL� D IL[HG FKDUJH FRYHUDJH UDWLR �DV GHILQHG LQ
WKH FUHGLW DJUHHPHQW� RI QRW OHVV WKDQ ���� WR ����� PHDVXUHG RQ D WUDLOLQJ ���PRQWK EDVLV EHJLQQLQJ LQ 0DUFK ����
DQG IRU HDFK PRQWK WKHUHDIWHU� AW 'HFHPEHU ��� ����� WKH &RPSDQ\ ZDV LQ FRPSOLDQFH ZLWK VXFK FRYHQDQWV� TKH
SHQLRU &UHGLW FDFLOLW\ DOVR LQFOXGHV HYHQWV RI GHIDXOW FXVWRPDU\ IRU IDFLOLWLHV RI WKLV W\SH DQG XSRQ WKH RFFXUUHQFH RI
VXFK HYHQWV RI GHIDXOW� DPRQJ RWKHU WKLQJV� DOO RXWVWDQGLQJ DPRXQWV XQGHU WKH SHQLRU &UHGLW FDFLOLW\ PD\ EH
DFFHOHUDWHG DQG WKH OHQGHU PD\ WHUPLQDWH LV FRPPLWPHQWV WKHUHXQGHU�

IQ NRYHPEHU ����� WKH &RPSDQ\ HQWHUHG LQWR D UHYROYLQJ ORDQ DJUHHPHQW WR ERUURZ DQ DJJUHJDWH SULQFLSDO
DPRXQW QRW WR H[FHHG ������� �WKH ³PURPLVVRU\ NRWH´�� TKH PURPLVVRU\ NRWH PDWXUHG RQ -XQH ��� �����

IQ -DQXDU\ ����� WKH &RPSDQ\ ERUURZHG ������ XQGHU WKH PURPLVVRU\ NRWH� IQ FHEUXDU\ ����� AXWKHQWLF
BUDQGV UHSDLG WKH ������� RXWVWDQGLQJ RQ WKH PURPLVVRU\ NRWH DQG WKH PURPLVVRU\ NRWH ZDV WHUPLQDWHG�

IQ 0D\ ����� WKH &RPSDQ\ HQWHUHG LQWR D QRWH SD\DEOH DJUHHPHQW IRU ���� DW DQ LQWHUHVW UDWH RI ����� SHU
DQQXP� TKH QRWH PDWXUHV RQ 0D\ ��� ����� TKH ORDQ LV SD\DEOH LQ IRXU DQQXDO LQVWDOOPHQWV RI SULQFLSDO FRPPHQFLQJ
LQ 0D\ ����� IQ 0D\ ����� AXWKHQWLF BUDQGV IXOO\ UHSDLG WKH QRWH SD\DEOH IRU �����

IQ -XO\ DQG SHSWHPEHU ����� WKH &RPSDQ\ HQWHUHG LQWR QRWH SD\DEOH DJUHHPHQWV IRU ������ DW DQ LQWHUHVW UDWH RI
DSSUR[LPDWHO\ ����� SHU DQQXP WR UHSXUFKDVH IQFHQWLYH 8QLWV IURP IRUPHU HPSOR\HHV� TKH QRWHV DUH SD\DEOH LQ
IRXU DQQXDO LQVWDOOPHQW SD\PHQWV� AV RI 'HFHPEHU ��� ����� WKH RXWVWDQGLQJ EDODQFH RQ WKLV QRWH SD\DEOH LV �������

IQ -DQXDU\ ����� WKH &RPSDQ\ HQWHUHG LQWR D QRWH SD\DEOH DJUHHPHQW IRU ������ DW DQ LQWHUHVW UDWH RI ����� SHU
DQQXP WR UHSXUFKDVH IQFHQWLYH 8QLWV IURP D IRUPHU HPSOR\HH� TKH QRWH PDWXUHV RQ -DQXDU\ ��� ����� TKH ORDQ LV
SD\DEOH LQ IRXU DQQXDO LQVWDOOPHQWV RI SULQFLSDO FRPPHQFLQJ RQ -DQXDU\ ��� �����

IQ 0DUFK ����� B5& IQF� HQWHUHG LQWR D JXDUDQW\ DJUHHPHQW WR JXDUDQW\ SD\PHQW RI DOO WKH AXWKHQWLF BUDQGV¶
RXWVWDQGLQJ PRUWJDJH ORDQV� WKH HTXLSPHQW ILQDQFLQJ ORDQ� DQG WKH 5HWDLO FDFLOLW\� TKDW JXDUDQW\ DJUHHPHQW ZDV
WHUPLQDWHG LQ NRYHPEHU ���� LQ FRQQHFWLRQ ZLWK WKH HQWU\ LQWR WKH SHQLRU &UHGLW FDFLOLW\�
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TKH PDMRULW\ RI RXU OHDVHV DUH RSHUDWLQJ OHDVHV IRU RXU &RPSDQ\�RSHUDWHG OXWSRVWV� :H DOVR OHDVH GLVWULEXWLRQ
DQG ZDUHKRXVH IDFLOLWLHV� :H GR QRW HQWHU LQWR PDWHULDO OHDVH WUDQVDFWLRQV ZLWK UHODWHG SDUWLHV� :H FDWHJRUL]H OHDVHV
DV HLWKHU RSHUDWLQJ RU ILQDQFH OHDVHV DW WKH FRPPHQFHPHQW GDWH RI WKH OHDVH� OSHUDWLQJ OHDVH DJUHHPHQWV PD\ FRQWDLQ
WHQDQW LPSURYHPHQW DOORZDQFHV� UHQW KROLGD\V� UHQW HVFDODWLRQ FODXVHV DQG�RU FRQWLQJHQW UHQW SURYLVLRQV� :H KDYH
OHDVH DJUHHPHQWV ZLWK OHDVH DQG QRQ�OHDVH FRPSRQHQWV� ZKLFK DUH DFFRXQWHG IRU WRJHWKHU DV D VLQJOH OHDVH
FRPSRQHQW IRU XQGHUO\LQJ FODVVHV RI DVVHWV�

:H UHFRJQL]H D ULJKW�RI�XVH �³5O8´� DVVHW DQG OHDVH OLDELOLW\ IRU HDFK RSHUDWLQJ OHDVH ZLWK D FRQWUDFWXDO WHUP
JUHDWHU WKDQ �� PRQWKV DW WKH WLPH RI OHDVH LQFHSWLRQ� :H GR QRW UHFRUG OHDVHV ZLWK DQ LQLWLDO WHUP RI �� PRQWKV RU
OHVV RQ RXU FRQVROLGDWHG EDODQFH VKHHW EXW FRQWLQXH WR UHFRUG UHQW H[SHQVH RQ D VWUDLJKW�OLQH EDVLV RYHU WKH OHDVH
WHUP� OXU OHDVHV RIWHQ LQFOXGH RSWLRQV WR H[WHQG RU WHUPLQDWH DW RXU VROH GLVFUHWLRQ� ZKLFK DUH LQFOXGHG LQ WKH
GHWHUPLQDWLRQ RI OHDVH WHUP ZKHQ WKH\ DUH UHDVRQDEO\ FHUWDLQ WR EH H[HUFLVHG�

OXU OHDVH OLDELOLW\ UHSUHVHQWV WKH SUHVHQW YDOXH RI IXWXUH OHDVH SD\PHQWV RYHU WKH OHDVH WHUP� :H FDQQRW
GHWHUPLQH WKH LQWHUHVW UDWH LPSOLFLW LQ HDFK RI RXU OHDVHV� TKHUHIRUH� ZH XVH PDUNHW DQG WHUP�VSHFLILF LQFUHPHQWDO
ERUURZLQJ UDWHV� OXU LQFUHPHQWDO ERUURZLQJ UDWH IRU D OHDVH LV WKH UDWH RI LQWHUHVW ZH H[SHFW WR SD\ RQ D
FROODWHUDOL]HG EDVLV WR ERUURZ DQ DPRXQW HTXDO WR WKH OHDVH SD\PHQWV XQGHU VLPLODU WHUPV� :H FRQVLGHUHG D
FRPELQDWLRQ RI IDFWRUV� LQFOXGLQJ WKH UDWHV WKDW ZH FXUUHQWO\ SD\ RQ RXU OLQHV RI FUHGLW� OHDVH WHUPV DQG WKH HIIHFW RI
DGMXVWLQJ WKH UDWH WR UHIOHFW WKH WHUP FRQVLGHUDWLRQ RI FROODWHUDO� OXU FUHGLW�DGMXVWHG ULVN�IUHH UDWH WDNHV LQWR
FRQVLGHUDWLRQ WKH LQWHUHVW UDWH ZH SD\ RQ RXU 5HWDLO FDFLOLW\�

TRWDO OHDVH FRVWV UHFRUGHG DV UHQW DQG RWKHU RFFXSDQF\ FRVWV LQFOXGH IL[HG RSHUDWLQJ OHDVH FRVWV DQG VKRUW�WHUP
OHDVH FRVWV� OXU UHDO HVWDWH OHDVHV PD\ UHTXLUH ZH SD\ FHUWDLQ H[SHQVHV� VXFK DV FRPPRQ DUHD PDLQWHQDQFH FRVWV�
UHDO HVWDWH WD[HV DQG RWKHU H[HFXWRU\ FRVWV� RI ZKLFK DQ\ IL[HG SRUWLRQ ZRXOG EH LQFOXGHG LQ RSHUDWLQJ OHDVH FRVWV�
:H UHFRJQL]H RSHUDWLQJ OHDVH FRVWV RQ D VWUDLJKW�OLQH EDVLV RYHU WKH OHDVH WHUP� OXU OHDVH DJUHHPHQWV GR QRW FRQWDLQ
DQ\ PDWHULDO UHVLGXDO YDOXH JXDUDQWHHV RU PDWHULDO UHVWULFWLYH FRYHQDQWV� A VLJQLILFDQW PDMRULW\ RI RXU OHDVHV DUH
UHODWHG WR RXU &RPSDQ\�RSHUDWHG OXWSRVWV� DQG WKHLU UHODWHG FRVWV DUH UHFRUGHG ZLWKLQ GHQHUDO DQG DGPLQLVWUDWLYH
H[SHQVHV RQ WKH VWDWHPHQW RI RSHUDWLRQV�

TKH 5O8 DVVHW LV PHDVXUHG DW WKH LQLWLDO DPRXQW RI WKH OHDVH OLDELOLW\ DGMXVWHG IRU OHDVH SD\PHQWV PDGH DW RU
EHIRUH WKH OHDVH FRPPHQFHPHQW GDWH� LQLWLDO GLUHFW FRVWV� DQG DQ\ PDWHULDO WHQDQW LPSURYHPHQW DOORZDQFHV
UHDVRQDEO\ FHUWDLQ WR EH UHFHLYHG� FRU RSHUDWLQJ OHDVHV� 5O8 DVVHWV DUH UHGXFHG RYHU WKH OHDVH WHUP E\ WKH
UHFRJQL]HG VWUDLJKW�OLQH OHDVH H[SHQVH OHVV WKH DPRXQW RI DFFUHWLRQ RI WKH OHDVH OLDELOLW\ GHWHUPLQHG XVLQJ WKH
HIIHFWLYH LQWHUHVW PHWKRG� FRU ILQDQFH OHDVHV� DVVHWV DUH DPRUWL]HG RQ D VWUDLJKW�OLQH EDVLV RYHU WKH VKRUWHU RI WKH
XVHIXO OLIH RI WKH OHDVHG DVVHW RU WKH OHDVH WHUP� IQWHUHVW H[SHQVH RQ HDFK ILQDQFH OHDVH OLDELOLW\ LV UHFRJQL]HG XWLOL]LQJ
WKH HIIHFWLYH LQWHUHVW PHWKRG� 5O8 DVVHWV DUH WHVWHG IRU LPSDLUPHQW LQ WKH VDPH PDQQHU DV ORQJ�OLYHG DVVHWV�
AGGLWLRQDOO\� ZH PRQLWRU IRU HYHQWV RU FKDQJHV LQ FLUFXPVWDQFHV WKDW PD\ UHTXLUH D UHDVVHVVPHQW RI RQH RI RXU
OHDVHV DQG GHWHUPLQH LI D UHPHDVXUHPHQW LV UHTXLUHG�

TKH FRPSRQHQWV RI OHDVH FRVWV�

OSHUDWLQJ OHDVHV FRVWV � �����
SKRUW�WHUP OHDVH FRVWV ���

TRWDO OHDVH FRVWV � �����
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TKH IROORZLQJ WDEOH LQFOXGHV VXSSOHPHQWDO LQIRUPDWLRQ�

:HLJKWHG�DYHUDJH UHPDLQLQJ RSHUDWLQJ OHDVH WHUP �LQ \HDUV� �
:HLJKWHG�DYHUDJH RSHUDWLQJ OHDVH GLVFRXQW UDWH �����

&DVK SDLG UHODWHG WR RSHUDWLQJ OHDVH OLDELOLWLHV ZDV ������ IRU WKH \HDU HQGHG 'HFHPEHU ��� �����

TKH WRWDO RSHUDWLQJ OHDVH OLDELOLW\ DULVLQJ IURP 5O8 DVVHWV ZDV ������� IRU WKH \HDU HQGHG 'HFHPEHU ��� �����
TKLV DPRXQW H[FOXGHV WKH LQLWLDO LPSDFW RI DGRSWLRQ� SHH NRWH �� Summary of Significant Accounting Policies� IRU
DGGLWLRQDO LQIRUPDWLRQ�

FLQDQFH OHDVH DVVHWV DUH UHFRUGHG LQ SURSHUW\� SODQW� DQG HTXLSPHQW� QHW ZLWK WKH FRUUHVSRQGLQJ ILQDQFH OHDVH
OLDELOLWLHV RQ WKH FRQVROLGDWHG EDODQFH VKHHW� FLQDQFH OHDVHV ZHUH LPPDWHULDO DV RI 'HFHPEHU ��� �����

0LQLPXP IXWXUH PDWXULWLHV RI RSHUDWLQJ OHDVH OLDELOLWLHV DV RI 'HFHPEHU ��� ���� ZHUH DV IROORZV�

���� � �����

���� �����

���� �����

���� �����

TKHUHDIWHU ������

TRWDO OHDVH SD\PHQWV �������

LHVV LPSXWHG LQWHUHVW ��������

TRWDO � ������
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AV RI 'HFHPEHU ��� ����� ZH KDYH HQWHUHG LQWR RSHUDWLQJ OHDVHV WKDW KDYH QRW \HW FRPPHQFHG RI ��������
SULPDULO\ UHODWHG WR UHDO HVWDWH OHDVHV� TKHVH OHDVHV ZLOO FRPPHQFH EHWZHHQ ILVFDO \HDU ���� DQG ILVFDO \HDU ����
ZLWK OHDVH WHUPV RI �� \HDUV WR �� \HDUV�

Previous Lease Guidance Disclosures

5HQW H[SHQVH IRU RSHUDWLQJ OHDVH DJUHHPHQWV XQGHU WKH SUHYLRXV OHDVH JXLGDQFH� ZKLFK H[FOXGHV FHUWDLQ DPRXQWV
UHTXLUHG XQGHU WKH QHZ JXLGDQFH� ZDV ������ DQG ���� IRU \HDUV HQGHG 'HFHPEHU ��� ���� DQG ���� UHVSHFWLYHO\�

TKH PLQLPXP IXWXUH UHQWDO SD\PHQWV XQGHU QRQ�FDQFHODEOH RSHUDWLQJ OHDVHV DQG ILQDQFH OHDVHV XQGHU WKH
SUHYLRXV OHDVH JXLGDQFH DV RI 'HFHPEHU ��� �����

YHDU HQGLQJ 'HFHPEHU ���

���� � ����� � ���

���� ����� ��

���� ����� ���

���� ����� ��

���� ����� �

TRWDO PLQLPXP OHDVH SD\PHQWV � ������ � ���

Finance Leases:

LHVV DPRXQW UHSUHVHQWLQJ LQWHUHVW ��

PUHVHQW YDOXH RI QHW PLQLPXP OHDVH SD\PHQWV ���

LHVV FXUUHQW SRUWLRQ ��

FLQDQFH OHDVH REOLJDWLRQV� QHW RI FXUUHQW PDWXULWLHV � ���
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AW WKH &ORVLQJ� FHUWDLQ VWRFNKROGHUV ZHUH HQWLWOHG WR UHFHLYH XS WR ���������� HDUQ�RXW VKDUHV� LQ WKH IRUP RI
&RPPRQ 8QLWV RI AXWKHQWLF BUDQGV DQG &ODVV A &RPPRQ SWRFN RI WKH &RPSDQ\� LI FHUWDLQ PLOHVWRQHV ZHUH
VDWLVILHG� A WRWDO RI ����� RI WKH HDUQ�RXW VKDUHV ZHUH LVVXDEOH ��FLUVW TLHU 9HVWLQJ EYHQW��� LQ WKH DJJUHJDWH� LI WKH
YROXPH ZHLJKWHG DYHUDJH WUDGLQJ SULFH RI WKH &RPSDQ\
V &ODVV A &RPPRQ SWRFN ZDV ������ RU JUHDWHU IRU DQ\ ��
WUDGLQJ GD\V ZLWKLQ D SHULRG RI �� WUDGLQJ GD\V SULRU WR WKH ILIWK DQQLYHUVDU\ RI WKH &ORVLQJ� TKH UHPDLQLQJ ����� RI
HDUQ�RXW VKDUHV ZHUH LVVXDEOH ��SHFRQG TLHU 9HVWLQJ EYHQW��� LQ WKH DJJUHJDWH� LI WKH YROXPH ZHLJKWHG DYHUDJH
WUDGLQJ SULFH RI WKH &RPSDQ\¶V &ODVV A &RPPRQ SWRFN ZDV ������ RU JUHDWHU IRU DQ\ �� WUDGLQJ GD\V ZLWKLQ D
SHULRG RI �� WUDGLQJ GD\V SULRU WR WKH VHYHQWK DQQLYHUVDU\ RI WKH &ORVLQJ�

IQ 0DUFK ����� WKH FLUVW TLHU 9HVWLQJ EYHQW RFFXUUHG� DV D UHVXOW RI ZKLFK ������� VKDUHV RI &ODVV & &RPPRQ
SWRFN �DV GHILQHG EHORZ� ZHUH H[FKDQJHG IRU ������� VKDUHV RI &ODVV A &RPPRQ SWRFN DQG ��������� 5HVWULFWHG
&RPPRQ 8QLWV RI AXWKHQWLF BUDQGV ZHUH FRQYHUWHG LQWR &RPPRQ 8QLWV RI AXWKHQWLF BUDQGV DQG B5& IQF� LVVXHG
��������� VKDUHV RI &ODVV B &RPPRQ SWRFN WR WKH KROGHUV WKHUHRI�

IQ ASULO ����� WKH SHFRQG TLHU 9HVWLQJ EYHQW RFFXUUHG� DV D UHVXOW RI ZKLFK ������� VKDUHV RI &ODVV & &RPPRQ
SWRFN ZHUH H[FKDQJHG IRU ������� VKDUHV RI &ODVV A &RPPRQ SWRFN DQG ��������� 5HVWULFWHG &RPPRQ 8QLWV RI
AXWKHQWLF BUDQGV ZHUH FRQYHUWHG LQWR &RPPRQ 8QLWV RI AXWKHQWLF BUDQGV DQG B5& IQF� LVVXHG ��������� VKDUHV RI
&ODVV B &RPPRQ SWRFN WR WKH KROGHUV WKHUHRI�

TKH HDUQ�RXW OLDELOLWLHV ZHUH LQLWLDOO\ PHDVXUHG DW IDLU YDOXH DW WKH &ORVLQJ DQG VXEVHTXHQWO\ UHPHDVXUHG DW WKH
HQG RI HDFK UHSRUWLQJ SHULRG DQG YHVWLQJ GDWHV� TKH FKDQJHV LQ IDLU YDOXH RI WKH HDUQ�RXW OLDELOLWLHV ZHUH UHFRUGHG DV
NRQ�RSHUDWLQJ LQFRPH �H[SHQVH�� QHW LQ WKH FRQVROLGDWHG VWDWHPHQW RI RSHUDWLRQV�

TKH IROORZLQJ WDEOH LV D VXPPDU\ RI WKH HDUQ�RXW OLDELOLW\ FKDQJHV LQ IDLU YDOXH DQG WKH UHSRUWHG EDODQFHV�

IQLWLDO IDLU YDOXH� DV RI FHEUXDU\ �� ���� � �������
LRVV RQ FKDQJH LQ IDLU YDOXH �������
FLUVW TLHU 9HVWLQJ EYHQW ���������
LRVV RQ FKDQJH LQ IDLU YDOXH ������
SHFRQG TLHU 9HVWLQJ EYHQW ���������

BDODQFH DV RI 'HFHPEHU ��� ���� � ²
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IQ FRQQHFWLRQ ZLWK WKH BXVLQHVV &RPELQDWLRQ� WKH &RPSDQ\ DVVXPHG IURP SLOYHUBR[ ���������� SXEOLF
ZDUUDQWV DQG ��������� SULYDWH SODFHPHQW ZDUUDQWV� EDFK ZDUUDQW HQWLWOHG LWV KROGHU WR SXUFKDVH RQH VKDUH RI &ODVV
A &RPPRQ SWRFN DW DQ H[HUFLVH SULFH RI ������ SHU VKDUH� VXEMHFW WR FHUWDLQ DGMXVWPHQWV�

IQ 0D\ ����� WKH &RPSDQ\ UHGHHPHG DOO RI LWV RXWVWDQGLQJ SXEOLF DQG SULYDWH SODFHPHQW ZDUUDQWV LQ DFFRUGDQFH
ZLWK D ZDUUDQW DJUHHPHQW EHWZHHQ &RQWLQHQWDO SWRFN TUDQVIHU 	 TUXVW &RPSDQ\ DQG SLOYHUBR[ �WKH ³:DUUDQW
AJUHHPHQW´�� 'XULQJ WKH UHGHPSWLRQ SHULRG� WKH KROGHUV RI ZDUUDQWV KDG WKH RSWLRQ WR H[HUFLVH ZDUUDQWV RQ D
³FDVKOHVV´ EDVLV WR UHFHLYH ����� VKDUHV RI &ODVV A &RPPRQ SWRFN SHU ZDUUDQW LQ OLHX RI UHFHLYLQJ WKH UHGHPSWLRQ
SULFH� IQ FRQQHFWLRQ ZLWK WKH UHGHPSWLRQ� ���������� SXEOLF ZDUUDQWV DQG ��������� SULYDWH SODFHPHQW ZDUUDQWV�
UHSUHVHQWLQJ DSSUR[LPDWHO\ ����� RI WKH SXEOLF ZDUUDQWV DQG ������ RI WKH SULYDWH SODFHPHQW ZDUUDQWV�
UHVSHFWLYHO\� ZHUH H[HUFLVHG RQ D FDVKOHVV EDVLV LQ H[FKDQJH IRU DQ DJJUHJDWH RI ��������� VKDUHV RI &ODVV A
&RPPRQ SWRFN� A WRWDO RI ������� SXEOLF ZDUUDQWV UHPDLQHG XQH[HUFLVHG LQ 0D\ ���� DQG VXFK XQH[HUFLVHG SXEOLF
ZDUUDQWV ZHUH UHGHHPHG IRU DQ DJJUHJDWH UHGHPSWLRQ SULFH RI ������� UHSUHVHQWLQJ D UHGHPSWLRQ SULFH RI ����� SHU
ZDUUDQW� FROORZLQJ WKH UHGHPSWLRQ� WKH &RPSDQ\ KDG QR ZDUUDQWV RXWVWDQGLQJ� IQ FRQQHFWLRQ ZLWK WKH UHGHPSWLRQ�
WKH ZDUUDQWV FHDVHG WUDGLQJ RQ WKH NHZ YRUN SWRFN E[FKDQJH DQG ZHUH GHOLVWHG�

TKH ZDUUDQW OLDELOLWLHV ZHUH LQLWLDOO\ PHDVXUHG DW IDLU YDOXH DW WKH &ORVLQJ DQG VXEVHTXHQWO\ UHPHDVXUHG DW WKH
HQG RI HDFK UHSRUWLQJ SHULRG� TKH FKDQJHV LQ IDLU YDOXH RI WKH ZDUUDQW OLDELOLWLHV ZHUH UHFRUGHG DV NRQ�RSHUDWLQJ
LQFRPH �H[SHQVH�� QHW LQ WKH FRQVROLGDWHG VWDWHPHQW RI RSHUDWLRQV�

TKH IROORZLQJ WDEOH LV D VXPPDU\ RI WKH ZDUUDQWV FKDQJHV LQ IDLU YDOXH DQG WKH UHSRUWHG EDODQFHV�

IQLWLDO IDLU YDOXH� DV RI FHEUXDU\ �� ���� � ������
LRVV RQ FKDQJH LQ IDLU YDOXH ������
GDLQ RQ FKDQJH LQ IDLU YDOXH �������
:DUUDQW UHGHPSWLRQ ��������
BDODQFH DV RI 'HFHPEHU ��� ���� � ²

IQ FRQMXQFWLRQ ZLWK WKH BXVLQHVV &RPELQDWLRQ RQ FHEUXDU\ �� ����� ������ FODVV A FRPPRQ XQLWV DQG ������
FODVV B FRPPRQ XQLWV RI AXWKHQWLF BUDQGV �WKH KROGHUV WKHUHRI� WKH �E[LVWLQJ 0HPEHUV�� ZHUH FRQYHUWHG LQWR DQ
DJJUHJDWH RI ����������� &RPPRQ 8QLWV LQ AXWKHQWLF BUDQGV DQG ���������� 5HVWULFWHG &RPPRQ 8QLWV LQ
AXWKHQWLF BUDQGV� TKH E[LVWLQJ 0HPEHUV DOVR UHFHLYHG ����������� VKDUHV RI &ODVV B &RPPRQ SWRFN RI WKH
&RPSDQ\�

SXEVHTXHQW WR WKH BXVLQHVV &RPELQDWLRQ� WKH &RPSDQ\
V DXWKRUL]HG FDSLWDO VWRFN FRQVLVWV RI �������������
VKDUHV LQFOXGLQJ �L� ������������� VKDUHV RI &ODVV A &RPPRQ SWRFN� �LL� ����������� VKDUHV RI &ODVV B &RPPRQ
SWRFN� �LLL� ��������� VKDUHV RI &ODVV & FRPPRQ VWRFN� SDU YDOXH ������� SHU VKDUH� DQG �LY� ��������� VKDUHV RI
PUHIHUUHG SWRFN� SDU YDOXH ������� SHU VKDUH� TKH &ODVV & &RPPRQ SWRFN LV GLYLGHG LQWR WZR VHULHV DV IROORZV� �D�
������� VKDUHV RI SHULHV &�� &RPPRQ SWRFN� SDU YDOXH ������� SHU VKDUH� DQG �E� ������� VKDUHV RI SHULHV &��
&RPPRQ SWRFN� SDU YDOXH ������� SHU VKDUH�

HROGHUV RI WKH &RPSDQ\
V &ODVV A &RPPRQ SWRFN DQG WKH &ODVV B &RPPRQ SWRFN DUH HDFK HQWLWOHG WR RQH YRWH
SHU VKDUH� DQG KROGHUV RI WKH &ODVV & &RPPRQ SWRFN GR QRW KDYH DQ\ YRWLQJ ULJKWV� SXEMHFW WR SUHIHUHQFHV WKDW PD\
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DSSO\ WR DQ\ VKDUHV RI SUHIHUUHG VWRFN RXWVWDQGLQJ DW WKH WLPH� WKH KROGHUV RI RXU &ODVV A &RPPRQ SWRFN DUH HQWLWOHG
WR UHFHLYH GLYLGHQGV DQG RWKHU GLVWULEXWLRQV DV PD\ IURP WLPH WR WLPH EH GHFODUHG E\ WKH RXU ERDUG RI GLUHFWRUV DW LWV
GLVFUHWLRQ RXW RI OHJDOO\ DYDLODEOH &RPSDQ\ DVVHWV� UDWDEO\ LQ SURSRUWLRQ WR WKH QXPEHU RI VKDUHV KHOG E\ HDFK VXFK
KROGHU� DQG DW VXFK WLPHV DQG LQ VXFK DPRXQWV DV WKH ERDUG RI GLUHFWRUV LQ LWV GLVFUHWLRQ PD\ GHWHUPLQH� NR
GLYLGHQGV RU RWKHU GLVWULEXWLRQV ZLOO EH GHFODUHG RU SDLG RQ WKH &ODVV B &RPPRQ SWRFN RU WKH &ODVV & &RPPRQ
SWRFN�

A KROGHU RI &ODVV B &RPPRQ SWRFN PD\ WUDQVIHU RU DVVLJQ VKDUHV RI &ODVV B &RPPRQ SWRFN RQO\ LI VXFK KROGHU
DOVR VLPXOWDQHRXVO\ WUDQVIHUV DQ HTXDO QXPEHU RI VXFK KROGHU¶V &RPPRQ 8QLWV LQ FRPSOLDQFH ZLWK DQG DV SHUPLWWHG
E\ WKH LL& AJUHHPHQW�

IQ WKH HYHQW RI DQ\ YROXQWDU\ RU LQYROXQWDU\ OLTXLGDWLRQ� GLVVROXWLRQ RU ZLQGLQJ XS RI WKH &RPSDQ\� DIWHU
SD\PHQW RI GHEWV DQG RWKHU OLDELOLWLHV DQG DIWHU WKH ULJKWV RI KROGHUV RI SUHIHUUHG VWRFN� LI DQ\� KDYH EHHQ VDWLVILHG�
WKH KROGHUV RI DOO RXWVWDQGLQJ VKDUHV RI &ODVV A &RPPRQ SWRFN ZLOO EH HQWLWOHG WR UHFHLYH WKH UHPDLQLQJ DVVHWV RI WKH
&RPSDQ\ DYDLODEOH IRU GLVWULEXWLRQ UDWDEO\ LQ SURSRUWLRQ WR WKH QXPEHU RI VKDUHV KHOG E\ HDFK VXFK VWRFNKROGHU�

TKH ERDUG RI GLUHFWRUV RI WKH &RPSDQ\ PD\ HVWDEOLVK RQH RU PRUH FODVVHV RU VHULHV RI SUHIHUUHG VWRFN� OXU ERDUG
RI GLUHFWRUV PD\ GHWHUPLQH� ZLWK UHVSHFW WR DQ\ FODVV RU VHULHV RI SUHIHUUHG VWRFN� WKH WHUPV DQG ULJKWV RI VXFK FODVV
RU VHULHV� :H FXUUHQWO\ GR QRW KDYH DQ\ SUHIHUUHG VWRFN LVVXHG DQG RXWVWDQGLQJ�

&RPPRQ 8QLWV DUH HQWLWOHG WR VKDUH LQ WKH SURILWV DQG ORVVHV RI AXWKHQWLF BUDQGV DQG WR UHFHLYH GLVWULEXWLRQV
GHFODUHG DQG KDYH QR YRWLQJ ULJKWV� HROGHUV RI &RPPRQ 8QLWV UHFHLYH RQH VKDUH RI &ODVV B &RPPRQ SWRFN� ZKLFK
DUH YRWLQJ� QRQ�HFRQRPLF VKDUHV LQ WKH &RPSDQ\� IRU HDFK &RPPRQ 8QLW WKH\ RZQ� FURP DQG DIWHU D ORFN�XS SHULRG
DQG VXEMHFW WR WKH WHUPV RI WKH LL& AJUHHPHQW� WKH &RPPRQ 8QLW KROGHUV KDYH WKH RSWLRQ WR UHGHHP DOO RU DQ\
SRUWLRQ RI WKHLU &RPPRQ 8QLWV� HRZHYHU� XSRQ UHGHPSWLRQ� B5& IQF�
V ERDUG RI GLUHFWRUV GHWHUPLQHV ZKHWKHU WKH
&RPPRQ 8QLWV DUH UHGHHPHG LQ FDVK RU &ODVV A &RPPRQ SWRFN�

&RPPRQ 8QLWV WKDW DUH UHGHHPHG IRU VKDUHV� DUH H[FKDQJHG IRU D QXPEHU RI &ODVV A &RPPRQ SWRFN HTXDO WR
WKH QXPEHU RI H[FKDQJHG &RPPRQ 8QLWV� SLPXOWDQHRXVO\� D QXPEHU RI &ODVV B &RPPRQ SWRFN KHOG E\ WKH XQLW
KROGHU LV VXUUHQGHUHG HTXDO WR WKH QXPEHU RI &RPPRQ 8QLWV EHLQJ UHGHHPHG� FRU &RPPRQ 8QLWV UHGHHPHG IRU
FDVK� FDVK UHGHPSWLRQ PD\ RQO\ EH HIIHFWHG LI D FRQFXUUHQW IXQGUDLVLQJ DFWLYLW\ WDNHV SODFH E\ WKH &RPSDQ\�

NRQ�FRQWUROOLQJ LQWHUHVWV UHSUHVHQWV WKH RZQHUVKLS LQWHUHVWV LQ AXWKHQWLF BUDQGV KHOG E\ KROGHUV RWKHU WKDQ
B5& IQF� TKH BXVLQHVV &RPELQDWLRQ RFFXUUHG RQ FHEUXDU\ �� ����� AV D UHVXOW� QHW ORVV IRU WKH \HDU HQGHG
'HFHPEHU ��� ���� ZDV DWWULEXWHG WR SUH�BXVLQHVV &RPELQDWLRQ SHULRG IURP -DQXDU\ �� ���� WKURXJK FHEUXDU\ ��
���� DQG WR WKH SRVW�BXVLQHVV &RPELQDWLRQ SHULRG IURP FHEUXDU\ �� ���� WKURXJK 'HFHPEHU ��� ����� 'XULQJ WKH
SUH�BXVLQHVV &RPELQDWLRQ SHULRG� QHW ORVV ZDV DWWULEXWDEOH WR AXWKHQWLF BUDQGV� 'XULQJ WKH SRVW�BXVLQHVV
&RPELQDWLRQ SHULRG� QHW ORVV ZDV DWWULEXWDEOH WR B5& IQF� DQG LWV UHVSHFWLYH QRQ�FRQWUROOLQJ LQWHUHVWV� FROORZLQJ WKH
BXVLQHVV &RPELQDWLRQ� B5& IQF�¶V RZQHUVKLS SHUFHQWDJH LQ AXWKHQWLF BUDQGV FRQWUROOLQJ DQG QRQFRQWUROOLQJ
LQWHUHVWV ZDV ����� DQG ������ UHVSHFWLYHO\� AV RI 'HFHPEHU ��� ����� B5& IQF�¶V RZQHUVKLS SHUFHQWDJH LQ
AXWKHQWLF BUDQGV FRQWUROOLQJ DQG QRQ�FRQWUROOLQJ LQWHUHVWV ZDV ����� DQG ������ UHVSHFWLYHO\�

IQ -DQXDU\ ����� WKH &RPSDQ\ HQWHUHG LQWR WKH FLUVW APHQGPHQW WR WKH BXVLQHVV &RPELQDWLRQ AJUHHPHQW�
ZKLFK PRGLILHG WKH WHUPV RI WKH ASSOLFDEOH PUHPLXP �DV GHILQHG EHORZ� WKDW ZDV SD\DEOH XSRQ WKH UHGHPSWLRQ RI
WKH SHULHV A SUHIHUUHG XQLWV SULRU WR 'HFHPEHU ��� ����� 8QGHU WKH DPHQGHG WHUPV� WKH ASSOLFDEOH PUHPLXP VKDOO EH
DOORFDWHG E\ WKH &RPSDQ\ DV IROORZV� �L� LI WKH ASSOLFDEOH PUHPLXP ZDV SD\DEOH WR WKH IRUPHU KROGHUV RI E[LVWLQJ
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&RPSDQ\ PUHIHUUHG 8QLWV �DV GHILQHG LQ WKH FLUVW APHQGPHQW�� WKHQ WKH &RPSDQ\ VKDOO XVH DOO RI WKH SURFHHGV IURP
WKH ASSOLFDEOH PUHPLXP WR SD\ WKH ASSOLFDEOH PUHPLXP WR WKH IRUPHU KROGHUV RI E[LVWLQJ &RPSDQ\ PUHIHUUHG 8QLWV
RQ D SUR UDWD EDVLV� DQG �LL� LI WKH ASSOLFDEOH PUHPLXP ZDV QRW SD\DEOH WR WKH IRUPHU KROGHUV RI E[LVWLQJ &RPSDQ\
PUHIHUUHG 8QLWV� WKHQ �A� WKH &RPSDQ\ VKDOO LVVXH WKH SXSSOHPHQWDO &RPSDQ\ &RPPRQ 8QLWV WR WKH E[LVWLQJ
&RPSDQ\ 8QLWKROGHUV �RWKHU WKDQ BORFNHU �HDFK� DV GHILQHG LQ WKH FLUVW APHQGPHQW�� RQ D SUR UDWD EDVLV� �B� B5&
IQF� VKDOO LVVXH ��� D QXPEHU RI VKDUHV RI &ODVV B &RPPRQ SWRFN HTXDO WR WKH QXPEHU RI SXSSOHPHQWDO &RPSDQ\
&RPPRQ 8QLWV WR WKH E[LVWLQJ &RPSDQ\ 8QLWKROGHUV �RWKHU WKDQ BORFNHU� RQ D SUR UDWD EDVLV DQG ��� WKH
SXSSOHPHQWDO PXEFR &ODVV A SKDUHV WR WKH BORFNHU SKDUHKROGHUV RQ D SUR UDWD EDVLV �HDFK� DV GHILQHG LQ WKH FLUVW
APHQGPHQW�� DQG �&� WKH &RPSDQ\ VKDOO UHOHDVH WKH ASSOLFDEOH PUHPLXP KHOG LQ WKH ASSOLFDEOH PUHPLXP AFFRXQW
�DV GHILQHG LQ WKH FLUVW APHQGPHQW� WR WKH &RPSDQ\ WR PDNH VXFK IXQGV DYDLODEOH IRU XVH DV JHQHUDO ZRUNLQJ FDSLWDO
IXQGV�

FRU WKH SXUSRVH RI GHWHUPLQLQJ ZKHWKHU WKH ASSOLFDEOH PUHPLXP VKDOO EH SD\DEOH RU QRW SD\DEOH WR WKH IRUPHU
KROGHUV RI E[LVWLQJ &RPSDQ\ PUHIHUUHG 8QLWV� �[� WKH WKUHVKROG RI ���������� HTXLW\ YDOXH RI WKH &RPSDQ\� DV
UHIHUHQFHG LQ SHFWLRQ �����E� RI WKH AXWKHQWLF BUDQGV
 LLPLWHG LLDELOLW\ &RPSDQ\ AJUHHPHQW� VKDOO EH GHWHUPLQHG
XVLQJ WKH ���GD\ YROXPH�ZHLJKWHG DYHUDJH SULFH FDOFXODWHG DV RI WKH ODWHU RI WKH ��WK GD\ IROORZLQJ WKH &ORVLQJ
'DWH DQG WKH GDWH RQ ZKLFK WKH FRUP S�� SKHOI �DV GHILQHG LQ WKH IQYHVWRU 5LJKWV AJUHHPHQW� LV GHFODUHG HIIHFWLYH
E\ WKH SE&� DQG �\� LQ FRPSXWLQJ VXFK WKUHVKROG� WKH &RPPRQ 8QLW 5HGHPSWLRQ APRXQW VKDOO EH DGGHG WR WKH
IRUHJRLQJ FDOFXODWLRQ RI WKH &RPSDQ\¶V HTXLW\ YDOXH EDVHG XSRQ WKH ���GD\ YROXPH ZHLJKWHG DYHUDJH SULFH�

:H DQDO\]HG WKH DPHQGPHQW WR WKH SHULHV A SUHIHUUHG XQLWV DQG GHWHUPLQHG WKDW WKH DPHQGPHQW VKRXOG EH
DFFRXQWHG IRU SURVSHFWLYHO\ DV D PRGLILFDWLRQ WR WKH SHULHV A SUHIHUUHG XQLWV� AGGLWLRQDOO\� DV SDUW RI RXU
DVVHVVPHQW� ZH IXUWKHU FRQVLGHUHG ZKHWKHU WKH DPHQGPHQW UHVXOWHG LQ DQ\ DGGLWLRQDO HPEHGGHG IHDWXUHV EHLQJ
ELIXUFDWHG DQG DFFRXQWHG IRU VHSDUDWHO\ DV D IUHHVWDQGLQJ GHULYDWLYH LQ DFFRUGDQFH ZLWK AS& ����

BDVHG RQ RXU DQDO\VLV� ZH GHWHUPLQHG WKDW WKH DPHQGPHQW WR WKH ASSOLFDEOH PUHPLXP UHVXOWHG LQ PXOWLSOH
UHGHPSWLRQ IHDWXUHV ZKLFK UHTXLUH WKH SD\PHQW RI WKH ASSOLFDEOH PUHPLXP DV SDUW RI WKH VHWWOHPHQW DPRXQW WR EH
ELIXUFDWHG IURP WKH SHULHV A SUHIHUUHG XQLWV DQG DFFRXQWHG IRU VHSDUDWHO\ DV D IUHHVWDQGLQJ GHULYDWLYH� TKH JXLGDQFH
LQ AS& ��� UHTXLUHV WKDW LQ LQVWDQFHV ZKHUH PXOWLSOH HPEHGGHG IHDWXUHV DUH ELIXUFDWHG IURP WKH KRVW FRQWUDFW� WKH
ELIXUFDWHG IHDWXUHV VKDOO EH FRPELQHG LQWR D VLQJOH FRPSRXQG GHULYDWLYH� AFFRUGLQJO\� WKH &RPSDQ\ UHFRJQL]HG WKH
FRPSRXQG GHULYDWLYH DW IDLU YDOXH DQG DGMXVWHG WKH FRPSRXQG GHULYDWLYH WR IDLU YDOXH DW HDFK UHSRUWLQJ SHULRG� TKH
FRPSRXQG GHULYDWLYH ZDV VXEMHFW WR UH�PHDVXUHPHQW DW HDFK EDODQFH VKHHW GDWH XQWLO WKH VHWWOHPHQW RI WKH GHULYDWLYH
RFFXUUHG ZLWK DQ\ FKDQJHV LQ IDLU YDOXH UHFRJQL]HG LQ WKH &RPSDQ\¶V FRQVROLGDWHG VWDWHPHQW RI RSHUDWLRQV�

IQ FHEUXDU\ ����� LQ FRQMXQFWLRQ ZLWK WKH BXVLQHVV &RPELQDWLRQ� WKH SHULHV A SUHIHUUHG XQLWV ZHUH UHGHHPHG
IRU ��������� LQFOXGLQJ ������ RI DSSOLFDEOH SUHPLXP WKDW ZDV SODFHG LQ DQ HVFURZ DFFRXQW DQG UHSRUWHG DV
UHVWULFWHG FDVK �WKH �ASSOLFDEOH PUHPLXP��� TKH UHPDLQLQJ ������� RI SHULHV A SUHIHUUHG XQLWV ZHUH H[FKDQJHG IRU
VKDUHV RI &ODVV A &RPPRQ SWRFN LQ FRQQHFWLRQ ZLWK WKH BXVLQHVV &RPELQDWLRQ�

IQ 0D\ ����� XSRQ HIIHFWLYHQHVV RI WKH &RPSDQ\
V UHJLVWUDWLRQ VWDWHPHQW RQ FRUP S��� ������� &RPPRQ 8QLWV
LQ AXWKHQWLF BUDQGV� UHSUHVHQWLQJ WKH SXSSOHPHQWDO &RPSDQ\ &RPPRQ 8QLWV� DQG DQ HTXDO QXPEHU RI VKDUHV RI
&ODVV B &RPPRQ SWRFN� DV ZHOO DV ����� VKDUHV RI &ODVV A &RPPRQ SWRFN� UHSUHVHQWLQJ WKH SXSSOHPHQWDO PXEFR
&ODVV A SKDUHV� ZHUH LVVXHG LQ FRQQHFWLRQ ZLWK WKH YHVWLQJ RI WKH ASSOLFDEOH PUHPLXP� IQ FRQMXQFWLRQ ZLWK WKH
YHVWLQJ� WKH ASSOLFDEOH PUHPLXP UHVWULFWHG FDVK EDODQFH EHFDPH XQUHVWULFWHG�
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TKH IROORZLQJ WDEOH LV D VXPPDU\ RI WKH GHULYDWLYH OLDELOLW\ FKDQJHV LQ IDLU YDOXH DQG WKH UHSRUWHG EDODQFH�

TRWDO

IQLWLDO IDLU YDOXH� DV RI FHEUXDU\ �� ���� � �����
LRVV RQ FKDQJH LQ IDLU YDOXH �����
GDLQ RQ FKDQJH LQ IDLU YDOXH �������
ASSOLFDEOH PUHPLXP YHVWLQJ ��������

BDODQFH DV RI 'HFHPEHU ��� ���� � ²

AXWKHQWLF BUDQGV PDLQWDLQHG DQ HTXLW\ LQFHQWLYH SODQ �WKH ³PODQ´� XQGHU ZKLFK LW PD\ JUDQW IQFHQWLYH 8QLWV WR
HPSOR\HHV RU QRQ�HPSOR\HH GLUHFWRUV� TKH ERDUG KDV WKH DXWKRULW\ WR GHWHUPLQH WKH WHUPV DQG FRQGLWLRQV RI HDFK
JUDQW� IQ FRQQHFWLRQ ZLWK WKH PODQ� ������� QRQ�YRWLQJ XQLWV KDYH EHHQ DXWKRUL]HG� TKHVH XQLWV PD\ FRQWDLQ FHUWDLQ
VHUYLFH DQG SHUIRUPDQFH UHODWHG YHVWLQJ SURYLVLRQV� TKH IQFHQWLYH 8QLWV DUH DZDUGHG WR HOLJLEOH HPSOR\HHV DQG QRQ�
HPSOR\HH GLUHFWRUV DQG HQWLWOH WKH JUDQWHH WR UHFHLYH QRQ�YRWLQJ PHPEHU XQLWV XSRQ YHVWLQJ� VXEMHFW VROHO\ WR WKH
HPSOR\HH¶V FRQWLQXLQJ HPSOR\PHQW RU WKH QRQ�HPSOR\HH GLUHFWRU¶V FRQWLQXLQJ VHUYLFH RQ WKH ERDUG�

IQ 0D\ ����� WKH BRDUG DSSURYHG D GHFUHDVH LQ WKH SDUWLFLSDWLRQ WKUHVKROG IRU HTXLW\ IQFHQWLYH 8QLW KROGHUV�
TKH GHFUHDVH ZDV LQWHQGHG WR RIIVHW WKH GLOXWLYH HIIHFW RI WKH LVVXDQFH RI WKH SHULHV A 5HGHHPDEOH PUHIHUUHG ETXLW\
DQG UHODWHG UHGHPSWLRQ RI FRPPRQ XQLWV� TKH GHFUHDVH LQ WKH SDUWLFLSDWLRQ WKUHVKROG ZDV DFFRXQWHG IRU DV D
PRGLILFDWLRQ DQG UHVXOWHG LQ ������ RI LQFUHPHQWDO FRPSHQVDWLRQ FRVW� RI ZKLFK ������ ZDV UHFRJQL]HG GXULQJ WKH
\HDU HQGHG 'HFHPEHU ��� ���� LQFOXGLQJ D FXPXODWLYH DGMXVWPHQW DW WKH WLPH RI WKH PRGLILFDWLRQ� TKH UHPDLQLQJ
LQFUHPHQWDO FRPSHQVDWLRQ ZLOO EH UHFRJQL]HG RYHU WKH UHPDLQLQJ VHUYLFH SHULRG RI WKH DZDUGV�

IQ SHSWHPEHU ����� WKH &RPSDQ\ DPHQGHG DQG UHVWDWHG WKH PODQ WR H[SDQG WKH GHILQLWLRQ RI ³&KDQJH LQ
&RQWURO�´ TKH &RPSDQ\ FRQFOXGHG WKDW WKH YHVWLQJ FRQGLWLRQV RI DZDUGV KDG FKDQJHG DQG WKDW D PRGLILFDWLRQ KDG
RFFXUUHG IRU DOO DZDUGV XQGHU WKH PODQ� AV WKH DZDUGV ZHUH H[SHFWHG WR YHVW XQGHU WKHLU RULJLQDO WHUPV DV ZHOO DV
XQGHU WKHLU PRGLILHG WHUPV� QR DGGLWLRQDO LQFUHPHQWDO FRPSHQVDWLRQ H[SHQVH ZDV UHFRJQL]HG�

TKH JUDQW GDWH HVWLPDWHG IDLU YDOXH RI WKH IQFHQWLYH 8QLWV ZDV EDVHG XSRQ DQ RSWLRQ SULFLQJ PRGHO YDOXDWLRQ RI
WKH DZDUGV DW WKH JUDQW GDWH� TKH &RPSDQ\ GLG QRW FKDQJH SULFLQJ PRGHOV GXULQJ WKH \HDU� KRZHYHU� EHJDQ WR
LQFRUSRUDWH DQG FRQVLGHU WKH SUREDELOLW\�ZHLJKWHG H[SHFWHG UHWXUQ PHWKRG� TKH IQFHQWLYH 8QLWV KDYH QR VWULNH SULFH�
KRZHYHU� SDUWLFLSDWLRQ WKUHVKROGV� DV GHILQHG LQ WKH PODQ ZHUH HVWDEOLVKHG DW JUDQW GDWH WKDW PXVW EH H[FHHGHG IRU WKH
KROGHU RI WKH XQLW WR SDUWLFLSDWH LQ DQ\ GLVWULEXWLRQV RI WKH &RPSDQ\� TKH IROORZLQJ DVVXPSWLRQV ZHUH XWLOL]HG LQ
GHWHUPLQLQJ WKH IDLU YDOXH RI WKH XQLWV DW WKH JUDQW GDWH�

E[SHFWHG GLYLGHQG ²
E[SHFWHG YRODWLOLW\ ��� WR ���
5LVN�IUHH LQWHUHVW UDWH ����� WR �����
E[SHFWHG OLIH RI LQFHQWLYH DZDUGV �LQ \HDUV� � WR � \HDUV
GUDQW GDWH SHUIRUPDQFH DQG PDUNHW WKUHVKROG ������� WR ����������

TKH FRPSXWDWLRQ RI H[SHFWHG YRODWLOLW\ LV EDVHG RQ D ZHLJKWHG DYHUDJH RI FRPSDUDEOH SXEOLF FRPSDQLHV ZLWKLQ
WKH &RPSDQ\¶V LQGXVWU\� E[SHFWHG OLIH LV EDVHG RQ WKH HVWLPDWHG OLTXLGLW\ HYHQW WLPLQJ� TKH ULVN�IUHH LQWHUHVW UDWH LV
EDVHG RQ WKH \LHOG RI ]HUR�FRXSRQ 8�S� TUHDVXU\ VHFXULWLHV RI FRPSDUDEOH WHUPV� TKH &RPSDQ\ GRHV QRW DQWLFLSDWH
SD\LQJ GLYLGHQGV LQ WKH IRUHVHHDEOH IXWXUH� TKH &RPSDQ\ UHFRJQL]HV SUH�YHVWLQJ IRUIHLWXUHV DV WKH\ RFFXU UDWKHU WKDQ
HVWLPDWH WKH IRUIHLWXUH UDWH DW WKH JUDQW GDWH�
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TKH IROORZLQJ WDEOH VXPPDUL]HV WKH FKDQJHV LQ WKH QXPEHU RI IQFHQWLYH 8QLWV IRU WKH \HDUV HQGHG 'HFHPEHU ���
����� ���� DQG �����

GUDQWHG DQG OXWVWDQGLQJ DW -DQXDU\ �� ���� ������� � �����
GUDQWHG ������ �����
FRUIHLWHG �������� �����
5HSXUFKDVHG ������� ������

GUDQWHG DQG OXWVWDQGLQJ DW 'HFHPEHU ��� ���� ������� � �����
GUDQWHG ������ ������
FRUIHLWHG �������� ������
5HSXUFKDVHG ������� ������

GUDQWHG DQG OXWVWDQGLQJ DW 'HFHPEHU ��� ���� ������� � �����
GUDQWHG ��� ������
FRUIHLWHG ������� ������
5HSXUFKDVHG ������� �����

BXVLQHVV &RPELQDWLRQ ��������� �����
GUDQWHG DQG OXWVWDQGLQJ DW 'HFHPEHU ��� ���� ������ � ������
9HVWHG DW 'HFHPEHU ��� ���� ����� � ������

AV RI 'HFHPEHU ��� ����� WRWDO XQUHFRJQL]HG HTXLW\ FRPSHQVDWLRQ H[SHQVH UHODWHG WR QRQYHVWHG IQFHQWLYH 8QLWV
WR EH UHFRJQL]HG RYHU D ZHLJKWHG DYHUDJH SHULRG RI DSSUR[LPDWHO\ � \HDUV ZDV �������

IQ FRQQHFWLRQ ZLWK WKH BXVLQHVV &RPELQDWLRQ� ������ IQFHQWLYH 8QLWV XQGHU WKH PODQ IXOO\ YHVWHG DQG FRQYHUWHG
LQWR &RPPRQ 8QLWV LQ AXWKHQWLF BUDQGV WKDW DOORZ IRU WKHLU H[FKDQJH LQWR &ODVV A &RPPRQ SWRFN RI B5& IQF� TKH
&RPSDQ\ UHFRJQL]HG ������ RI FRPSHQVDWLRQ FRVWV DV D UHVXOW RI WKH DFFHOHUDWHG YHVWLQJ RI IQFHQWLYH 8QLWV XQGHU
WKH �&KDQJH LQ &RQWURO� SURYLVLRQ RI WKH PODQ� TKH &RPSDQ\ DFFRXQWHG IRU WKH DFFHOHUDWHG YHVWLQJ RI WKH IQFHQWLYH
8QLWV DV D PRGLILFDWLRQ� HRZHYHU� EHFDXVH WKH IDLU YDOXH RI WKH PRGLILHG DZDUGV ZDV WKH VDPH LPPHGLDWHO\ EHIRUH
DQG DIWHU WKH PRGLILFDWLRQ� QR LQFUHPHQWDO FRPSHQVDWLRQ H[SHQVH ZDV UHFRJQL]HG�

IQ FRQQHFWLRQ ZLWK WKH BXVLQHVV &RPELQDWLRQ� B5& IQF� DGRSWHG WKH ���� OPQLEXV IQFHQWLYH PODQ �³OPQLEXV
PODQ´�� ZKLFK UHSODFHG WKH PODQ� DQG WKH ���� EPSOR\HH SWRFN PXUFKDVH PODQ�

TKH &RPSDQ\ JUDQWHG VWRFN RSWLRQV WR HPSOR\HHV XQGHU WKH OPQLEXV PODQ WKDW YHVW UDWDEO\ RYHU WKUHH \HDUV DQG
H[SLUH DIWHU VHYHQ \HDUV� TKH JUDQW GDWH HVWLPDWHG IDLU YDOXH RI WKH VWRFN RSWLRQV ZDV EDVHG XSRQ D BODFN SFKROHV
PRGHO YDOXDWLRQ RI WKH RSWLRQV DW WKH JUDQW GDWH� TKH IROORZLQJ ZHLJKWHG DYHUDJH DVVXPSWLRQV ZHUH XWLOL]HG LQ
GHWHUPLQLQJ WKH IDLU YDOXH RI RSWLRQV JUDQWHG LQ �����

:HLJKWHG DYHUDJH JUDQW GDWH IDLU YDOXH �����
E[SHFWHG GLYLGHQG \LHOG ²
E[SHFWHG YRODWLOLW\ ���
5LVN�IUHH LQWHUHVW UDWH �����
OSWLRQV WHUP �LQ \HDUV� ���
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TKH FRPSXWDWLRQ RI H[SHFWHG YRODWLOLW\ LV EDVHG RQ D ZHLJKWHG DYHUDJH RI FRPSDUDEOH SXEOLF FRPSDQLHV ZLWKLQ
WKH &RPSDQ\¶V LQGXVWU\� E[SHFWHG WHUP DVVXPSWLRQ LV EDVHG RQ WKH PLG�SRLQW EHWZHHQ YHVWLQJ DQG PDWXULW\ RI WKH
VWRFN RSWLRQV� TKH ULVN�IUHH LQWHUHVW UDWH LV EDVHG RQ WKH \LHOG RI ]HUR�FRXSRQ 8�S� TUHDVXU\ VHFXULWLHV RI FRPSDUDEOH
WHUPV� TKH &RPSDQ\ GRHV QRW DQWLFLSDWH SD\LQJ GLYLGHQGV LQ WKH IRUHVHHDEOH IXWXUH� TKH &RPSDQ\ UHFRJQL]HV SUH�
YHVWLQJ IRUIHLWXUHV DV WKH\ RFFXU UDWKHU WKDQ HVWLPDWH WKH IRUIHLWXUH UDWH DW WKH JUDQW GDWH�

TKH IROORZLQJ WDEOH VXPPDUL]HV LQIRUPDWLRQ DERXW VWRFN RSWLRQV DFWLYLWLHV IRU �����

GUDQWHG RQ FHEUXDU\ �� ���� ������� � �����
GUDQWHG ������� ����
FRUIHLWHG �������� �����

OXWVWDQGLQJ DW 'HFHPEHU ��� ���� ������� � ����

AV RI 'HFHPEHU ��� ����� WRWDO XQUHFRJQL]HG HTXLW\ FRPSHQVDWLRQ H[SHQVH UHODWHG WR VWRFN RSWLRQV WR EH
UHFRJQL]HG RYHU D ZHLJKWHG DYHUDJH SHULRG RI DSSUR[LPDWHO\ WZR \HDUV ZDV �������

TKH &RPSDQ\ JUDQWHG UHVWULFWHG VWRFN XQLW �³5S8´� DZDUGV WR HPSOR\HHV DQG QRQ�HPSOR\HH GLUHFWRUV XQGHU WKH
OPQLEXV PODQ WKDW YHVW DQQXDOO\ RYHU WKUHH \HDUV� TKH JUDQW GDWH IDLU YDOXHV ZHUH EDVHG RQ WKH FORVLQJ SULFH RI WKH
&ODVV A &RPPRQ SWRFN RI B5& IQF�

TKH IROORZLQJ WDEOH VXPPDUL]HV LQIRUPDWLRQ DERXW WKH 5S8V XQGHU WKH OPQLEXV PODQ IRU �����

GUDQWHG RQ 0D\ �� ���� ������� � �����
GUDQWHG ������� ����
FRUIHLWHG �������� �����
9HVWHG ������� �����

NRQYHVWHG DW 'HFHPEHU ��� ���� ������� � �����

AV RI 'HFHPEHU ��� ����� WRWDO XQUHFRJQL]HG HTXLW\ FRPSHQVDWLRQ H[SHQVH UHODWHG WR 5S8V WR EH UHFRJQL]HG
RYHU D ZHLJKWHG DYHUDJH SHULRG RI DSSUR[LPDWHO\ � \HDUV ZDV �������

OQ 'HFHPEHU ��� ����� WKH &RPSDQ\ JUDQWHG ��������� SHUIRUPDQFH�EDVHG UHVWULFWHG VWRFN XQLWV �³PS8V´� WR D
NH\ HPSOR\HH ZKLFK YHVW LI FHUWDLQ PDUNHW FDSLWDO JURZWK UDWHV DUH DFKLHYHG HDFK \HDU WKURXJK ASULO ����� 9HVWHG
PS8V DUH VHWWOHG LQ VKDUHV RI WKH &RPSDQ\ &ODVV A FRPPRQ VWRFN HTXDO WR WKH QXPEHU RI PS8V JUDQWHG� TKH PS8V
DUH IRUIHLWHG XSRQ WHUPLQDWLRQ RI HPSOR\PHQW EHIRUH WKH SHUIRUPDQFH SHULRG HQGV� PS8V JUDQWHG GXULQJ WKH \HDU
HQGHG 'HFHPEHU ��� ���� KDYH D ZHLJKWHG�DYHUDJH JUDQW GDWH IDLU YDOXH RI ����� SHU VKDUH� AOO PS8V ZHUH XQYHVWHG
DV RI 'HFHPEHU ��� ����� TKH &RPSDQ\ XVHG WKH 0RQWH &DUOR SULFLQJ PRGHO WR HVWLPDWH WKH IDLU YDOXH RI PS8V
XWLOL]LQJ WKH IROORZLQJ DVVXPSWLRQV DW WKH JUDQW GDWH�
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E[SHFWHG GLYLGHQG ²
E[SHFWHG YRODWLOLW\ ���
5LVN�IUHH LQWHUHVW UDWH �����
AZDUG WHUP \HDUV ���
9DOXDWLRQ GDWH VKDUH SULFH �����

AV RI 'HFHPEHU ��� ����� WRWDO XQUHFRJQL]HG HTXLW\�EDVHG FRPSHQVDWLRQ H[SHQVH UHODWHG WR PS8V WR EH
UHFRJQL]HG RYHU D ZHLJKWHG DYHUDJH SHULRG RI DSSUR[LPDWHO\ � \HDUV ZDV �������

TKH &RPSDQ\ PDLQWDLQV D YROXQWDU\ TXDOLILHG GHILQHG FRQWULEXWLRQ SODQ FRYHULQJ HOLJLEOH HPSOR\HHV DV GHILQHG
E\ WKH SODQ GRFXPHQWV� PDUWLFLSDWLQJ HPSOR\HHV PD\ HOHFW WR GHIHU DQG FRQWULEXWH D SRUWLRQ RI WKHLU HOLJLEOH
FRPSHQVDWLRQ WR WKH SODQ XS WR OLPLWV VWDWHG LQ WKH SODQ GRFXPHQWV� QRW WR H[FHHG WKH GROODU DPRXQWV VHW E\
DSSOLFDEOH ODZV� TKH &RPSDQ\¶V PDWFKLQJ FRQWULEXWLRQV WR WKH SODQ ZHUH ����� ���� DQG ���� IRU WKH \HDUV HQGHG
'HFHPEHU ��� ����� ���� DQG ����� UHVSHFWLYHO\�
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AV GHVFULEHG LQ 0DQDJHPHQW
V 'LVFXVVLRQ DQG AQDO\VLV� ZH FRPSOHWHG D EXVLQHVV FRPELQDWLRQ RQ FHEUXDU\ �WK�
���� DQG DV D UHVXOW� AXWKHQWLF BUDQGV EHFDPH D VXEVLGLDU\ RI B5& IQF� AXWKHQWLF BUDQGV LV� DQG KDV EHHQ VLQFH WKH
EXVLQHVV FRPELQDWLRQ� WUHDWHG DV D IORZ�WKURXJK HQWLW\ IRU 8�S� IHGHUDO LQFRPH WD[ SXUSRVHV DQG DV VXFK� KDV
JHQHUDOO\ QRW EHHQ VXEMHFW WR 8�S� IHGHUDO LQFRPH WD[ DW WKH HQWLW\ OHYHO� B5& IQF� GLG QRW HQJDJH LQ DQ\ RSHUDWLRQV
SULRU WR WKH EXVLQHVV FRPELQDWLRQ� TKLV VHFWLRQ GHVFULEHV WKH RSHUDWLRQV RI WKH &RPSDQ\� RSHUDWLQJ XQGHU AXWKHQWLF
BUDQGV SULRU WR WKH BXVLQHVV &RPELQDWLRQ� DQG FRQWDLQV WKH ILQDQFLDO UHVXOWV RI AXWKHQWLF BUDQGV IRU WKH SHULRG
EHIRUH WKH BXVLQHVV &RPELQDWLRQ WKURXJK 'HFHPEHU ��� ����� AFFRUGLQJO\� WKH KLVWRULFDO UHVXOWV RI RSHUDWLRQV DQG
RWKHU ILQDQFLDO LQIRUPDWLRQ VHW IRUWK LQ WKLV AQQXDO 5HSRUW GR QRW LQFOXGH DQ\ PDWHULDO SURYLVLRQV IRU 8�S� IHGHUDO
LQFRPH WD[� FROORZLQJ WKH &RPSDQ\
V LQLWLDO SXEOLF RIIHULQJ� B5& IQF� LV WD[HG DV D FRUSRUDWLRQ DQG LV VXEMHFW WR
8�S� IHGHUDO� VWDWH� DQG ORFDO LQFRPH WD[HV ZLWK UHVSHFW WR LWV DOORFDEOH VKDUH RI DQ\ WD[DEOH LQFRPH RU ORVV RI
AXWKHQWLF BUDQGV� DV ZHOO DV DQ\ VWDQG�DORQH LQFRPH RU ORVV JHQHUDWHG E\ WKH &RPSDQ\�

NHW LQFRPH �ORVV� EHIRUH LQFRPH WD[HV ZDV ����������� ��������� DQG ������ IRU WKH \HDUV HQGHG 'HFHPEHU ���
����� ���� DQG ����� UHVSHFWLYHO\� TKH &RPSDQ\ KDG DQ LQFRPH WD[ H[SHQVH RI ����� ���� DQG ���� IRU WKH \HDU
HQGHG 'HFHPEHU ��� ����� ���� DQG ����� UHVSHFWLYHO\�

TKH FRPSRQHQWV RI WKH SURYLVLRQ IRU LQFRPH WD[ �EHQHILW� SURYLVLRQ DUH DV IROORZV�

&XUUHQW H[SHQVH
FHGHUDO � ² ² ²
SWDWH ��� ��� ���

TRWDO FXUUHQW H[SHQVH ��� ��� ���
'HIHUUHG H[SHQVH

FHGHUDO ² ² ²
SWDWH ² ² ²

TRWDO GHIHUUHG H[SHQVH ² ² ²

TRWDO LQFRPH WD[ �EHQHILW� SURYLVLRQ � ��� � ��� � ���

TKH &RPSDQ\ UHFRJQL]HG D WD[ H[SHQVH RI ���� RQ SUH�WD[ ERRN ORVV RI ��������� TKH &RPSDQ\ KDV
GHWHUPLQHG WKDW LWV GHIHUUHG WD[ DVVHWV UHTXLUH D IXOO YDOXDWLRQ DOORZDQFH� AV D UHVXOW� WKH RQO\ WD[ H[SHQVH
UHFRJQL]HG LQ WKH &RPSDQ\¶V ILQDQFLDOV UHODWH WR VWDWH WD[HV DW WKH AXWKHQWLF BUDQGV OHYHO�

5HFRQFLOLDWLRQ RI WKH 8�S� IHGHUDO VWDWXWRU\ LQFRPH WD[ UDWH WR WKH &RPSDQ\¶V HIIHFWLYH WD[ UDWH LV DV IROORZV�
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E[SHFWHG 8�S� IHGHUDO LQFRPH
WD[HV DW VWDWXWRU\ UDWH � �������� ����� � � ������� ����� � � ��� ����� �
SWDWH TD[HV ���� ���� � ��� ������� ��� ���� �
EIIHFW RI BXVLQHVV &RPELQDWLRQ ² ² ² ² ² ²
LRVV DWWULEXWDEOH WR QRQ�
FRQWUROOLQJ LQWHUHVWV ������ �������� ² ² ² ²
9DOXDWLRQ DOORZDQFH ������ ������� ² ² ² ²
EIIHFW GXH WR LL& IORZ�WKURXJK
VWUXFWXUH ² ² ����� �������� ����� ��������
OWKHU �� ������� ² ² ² ²

IQFRPH WD[ H[SHQVH �EHQHILW� � ��� ������� � ��� ������� � ��� ���� �

TKH WD[ HIIHFWV RI FXPXODWLYH WHPSRUDU\ GLIIHUHQFHV WKDW JLYH ULVH WR VLJQLILFDQW GHIHUUHG WD[ DVVHWV DQG GHIHUUHG
WD[ OLDELOLWLHV DUH SUHVHQWHG EHORZ�

'HIHUUHG WD[ DVVHWV�
IQYHVWPHQW LQ SDUWQHUVKLS � ������ � ² � ²
NHW RSHUDWLQJ ORVVHV ����� ² ²
OWKHU �� ² ²

TRWDO GHIHUUHG WD[ DVVHWV EHIRUH YDOXDWLRQ DOORZDQFH ������ ² ²
LHVV� YDOXDWLRQ DOORZDQFH �������� ² ²

'HIHUUHG WD[ DVVHWV � QHW RI YDOXDWLRQ DOORZDQFH ² ² ²

'HIHUUHG WD[ OLDELOLWLHV�

² ² ²

TRWDO GHIHUUHG WD[ OLDELOLWLHV ² ² ²

'HIHUUHG WD[ �OLDELOLWLHV� DVVHWV� QHW � ² � ² � ²

AV RI 'HFHPEHU ��� ���� WKH &RPSDQ\ KDG IHGHUDO QHW RSHUDWLQJ ORVV FDUU\ IRUZDUGV RI �������� FHGHUDO ORVVHV
FDQ EH FDUULHG IRUZDUG LQGHILQLWHO\� TKH FRPSDQ\ DOVR KDV ORVVHV LQ YDULRXV VWDWHV WKDW ZLOO EHJLQ WR H[SLUH LQ �����

:H UHFRJQL]H 'TAV WR WKH H[WHQW ZH EHOLHYH WKHVH DVVHWV DUH PRUH OLNHO\ WKDQ QRW WR EH UHDOL]HG� IQ PDNLQJ VXFK
D GHWHUPLQDWLRQ� ZH FRQVLGHU DOO SRVLWLYH DQG QHJDWLYH HYLGHQFH� LQFOXGLQJ IXWXUH UHYHUVDOV RI H[LVWLQJ WD[DEOH
WHPSRUDU\ GLIIHUHQFHV� SURMHFWHG IXWXUH WD[DEOH LQFRPH� WD[ SODQQLQJ VWUDWHJLHV DQG UHFHQW UHVXOWV RI RSHUDWLRQV� A
YDOXDWLRQ DOORZDQFH LV SURYLGHG LI LW LV GHWHUPLQHG WKDW LW LV PRUH OLNHO\ WKDQ QRW WKDW WKH 'TA ZLOO QRW EH UHDOL]HG�
'XULQJ WKH \HDU HQGHG 'HFHPEHU ��� ����� PDQDJHPHQW SHUIRUPHG DQ DVVHVVPHQW RI WKH UHFRYHUDELOLW\ RI 'TAV�
0DQDJHPHQW GHWHUPLQHG� EDVHG RQ WKH DFFRXQWLQJ VWDQGDUGV DSSOLFDEOH WR VXFK DVVHVVPHQW� WKDW WKHUH ZDV VXIILFLHQW
QHJDWLYH HYLGHQFH DV D UHVXOW RI WKH &RPSDQ\¶V FXPXODWLYH ORVVHV WR FRQFOXGH LW ZDV PRUH OLNHO\ WKDQ QRW WKDW LWV
'TAV ZRXOG QRW EH UHDOL]HG DQG KDV UHFRUGHG D IXOO YDOXDWLRQ DOORZDQFH RI ������� DJDLQVW LWV 'TAV�
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AV SDUW RI WKH BXVLQHVV &RPELQDWLRQ� WKH &RPSDQ\ HQWHUHG LQWR TD[ 5HFHLYDEOH AJUHHPHQWV ZLWK FHUWDLQ
VKDUHKROGHUV WKDW UHTXLUHV WKH &RPSDQ\ WR SD\ WR VXFK VKDUHKROGHUV DSSUR[LPDWHO\ ��� RI WKH WD[ VDYLQJV WKH
&RPSDQ\ UHDOL]HV DV D UHVXOW RI �L� LQFUHDVHV LQ WD[ EDVLV LQ AXWKHQWLF BUDQGV¶ DVVHWV UHVXOWLQJ IURP WKH UHGHPSWLRQ
RI H[LVWLQJ SUHIHUUHG XQLWV RI AXWKHQWLF BUDQGV� �LL� LQFUHDVH LQ WD[ EDVLV UHVXOWLQJ IURP WKH UHGHPSWLRQ RI &RPPRQ
8QLWV IRU FRQVLGHUDWLRQ SDLG SXUVXDQW WR WKH APHQGHG DQG 5HVWDWHG LL& AJUHHPHQW RI AXWKHQWLF BUDQGV� �LLL�
LQFUHDVHV LQ WD[ EDVLV UHVXOWLQJ IURP IXWXUH H[FKDQJHV RI &RPPRQ 8QLWV IRU VKDUHV RI WKH &RPSDQ\
V VWRFN RU FDVK
SXUVXDQW WR WKH APHQGHG DQG 5HVWDWHG LL& AJUHHPHQW RI AXWKHQWLF BUDQGV� �LY� SUH�H[LVWLQJ WD[ DWWULEXWHV RI WKH
BORFNHU DV ZHOO DV FHUWDLQ �Y� RWKHU WD[ EHQHILWV UHODWHG WR HQWHULQJ LQWR WKH TD[ 5HFHLYDEOH AJUHHPHQW� LQFOXGLQJ WD[
EHQHILWV DWWULEXWDEOH WR SD\PHQWV XQGHU WKH TD[ 5HFHLYDEOH AJUHHPHQW� 'XH WR WKH XQFHUWDLQW\ RI YDULRXV IDFWRUV� ZH
FDQQRW HVWLPDWH WKH OLNHO\ WD[ EHQHILWV ZH ZLOO UHDOL]H DV D UHVXOW RI LL& 8QLW H[FKDQJHV� DQG WKH UHVXOWLQJ DPRXQWV
ZH DUH OLNHO\ WR SD\ RXW WR 8QLWKROGHUV RI AXWKHQWLF BUDQGV SXUVXDQW WR WKH TD[ 5HFHLYDEOH AJUHHPHQW� KRZHYHU ZH
HVWLPDWH WKDW VXFK SD\PHQWV PD\ EH VXEVWDQWLDO� TKH DFWXDO DPRXQW DQG WLPLQJ RI DQ\ SD\PHQWV XQGHU WKH TD[
5HFHLYDEOH AJUHHPHQW ZLOO YDU\ GHSHQGLQJ XSRQ D QXPEHU RI IDFWRUV� LQFOXGLQJ WKH WLPLQJ RI H[FKDQJHV E\ WKH
8QLWKROGHUV RI AXWKHQWLF BUDQGV� WKH DPRXQW RI JDLQ UHFRJQL]HG E\ VXFK 8QLWKROGHUV RI AXWKHQWLF BUDQGV� WKH
DPRXQW DQG WLPLQJ RI WKH WD[DEOH LQFRPH ZH JHQHUDWH LQ WKH IXWXUH� DQG WKH IHGHUDO WD[ UDWHV WKHQ DSSOLFDEOH�

TKH &RPSDQ\ KDV GHWHUPLQHG WKDW LW ZLOO UHFRUG WKH TD[ 5HFHLYDEOH AJUHHPHQW OLDELOLW\ ZKHQ SUREDEOH DQG
HVWLPDEOH� GLYHQ WKH XQFHUWDLQW\ UHJDUGLQJ WKH SRWHQWLDO SD\PHQWV VXFK WKDW WKH WLPLQJ LV QRW IL[HG RU GHWHUPLQDEOH�
DQ\ TD[ 5HFHLYDEOH AJUHHPHQW OLDELOLW\ ZLOO EH UHFRUGHG RQ DQ XQGLVFRXQWHG EDVLV FRQVLVWHQW ZLWK JHQHUDO SUDFWLFH�
TKH &RPSDQ\
V TD[ 5HFHLYDEOH AJUHHPHQW SD\PHQWV JHQHUDOO\ UHODWH GLUHFWO\ WR 'TAV WKDW KDYH EHHQ UHFRUGHG LQ
LWV ILQDQFLDO VWDWHPHQWV VXEMHFW WR D IXOO YDOXDWLRQ DOORZDQFH� TKHVH SD\PHQWV ZLOO UHODWH WR I5& �����E� DGMXVWPHQWV
IURP WKH EXVLQHVV FRPELQDWLRQ� IXWXUH H[FKDQJHV� DQG BORFNHU EDVLV� IQ DGGLWLRQ� WKH &RPSDQ\ ZLOO EH UHTXLUHG WR
PDNH TD[ 5HFHLYDEOH AJUHHPHQW SD\PHQWV IRU WD[ VDYLQJV UHODWHG WR RWKHU WD[ DWWULEXWHV GLVFXVVHG DERYH� IQ QR
FLUFXPVWDQFH� ZLOO WKH &RPSDQ\ EH UHTXLUHG WR PDNH D TD[ 5HFHLYDEOH AJUHHPHQW SD\PHQW ZLWKRXW D UHDOL]HG WD[
VDYLQJV�

TKH &RPSDQ\ KDV UHYLHZHG LWV 'TAV DQG KDV GHWHUPLQHG WKDW LW LV QRW PRUH OLNHO\ WKDQ QRW WKDW LW ZLOO EH DEOH WR
XWLOL]H WKHP� AFFRUGLQJO\� LW KDV HVWDEOLVKHG D IXOO YDOXDWLRQ DOORZDQFH DJDLQVW LWV 'TAV� IQ DGGLWLRQ� AXWKHQWLF
BUDQGV KDV �� TXDUWHUV RI FXPXODWLYH SUH�WD[ ORVVHV DGMXVWHG IRU SHUPDQHQW LWHPV SULRU WR FRQVLGHUDWLRQ RI DQ\ WD[
DWWULEXWHV FRYHUHG E\ WKH TD[ 5HFHLYDEOH AJUHHPHQW� TKH &RPSDQ\
V RQO\ VRXUFH RI WD[DEOH LQFRPH LV AXWKHQWLF
BUDQGV� AV D UHVXOW RI WKH IXOO YDOXDWLRQ DOORZDQFH DJDLQVW LWV 'TAV� DQG AXWKHQWLF BUDQGV KLVWRULF ORVVHV� WKH
&RPSDQ\ LV QRW UHFRUGLQJ D TD[ 5HFHLYDEOH AJUHHPHQW OLDELOLW\ IRU WKH \HDU HQGHG 'HFHPEHU ��� �����

AQ HQWLW\ VKDOO LQLWLDOO\ UHFRJQL]H WKH ILQDQFLDO VWDWHPHQW HIIHFWV RI D WD[ SRVLWLRQ ZKHQ LW LV PRUH OLNHO\ WKDQ
QRW� EDVHG RQ WKH WHFKQLFDO PHULWV� WKDW WKH SRVLWLRQ ZLOO EH VXVWDLQHG XSRQ H[DPLQDWLRQ� TKH WHUP PRUH OLNHO\ WKDQ
QRW PHDQV D OLNHOLKRRG RI PRUH WKDQ �� SHUFHQW� TKH &RPSDQ\ VWDUWHG ILOLQJ WD[ UHWXUQV IRU WKH \HDU HQGHG 'HFHPEHU
��� ���� DQG VXEMHFW WR H[DPLQDWLRQ E\ WD[LQJ DXWKRULWLHV IRU 8�S� IHGHUDO DQG VWDWH LQFRPH WD[ SXUSRVHV� TKH
&RPSDQ\ GLG QRW HQJDJH LQ DQ\ RSHUDWLRQV SULRU WR WKH BXVLQHVV &RPELQDWLRQ� AXWKHQWLF BUDQGV LV WUHDWHG DV D
SDUWQHUVKLS IRU 8�S� IHGHUDO DQG VWDWH LQFRPH WD[ SXUSRVHV DQG LWV WD[ UHWXUQV DUH VXEMHFW WR H[DPLQDWLRQ E\ WD[LQJ
DXWKRULWLHV� AXWKHQWLF BUDQGV KDV ILOHG LQFRPH WD[ UHWXUQV IRU \HDUV WKURXJK 'HFHPEHU ��� ����� TKHVH UHWXUQV DUH
VXEMHFW WR H[DPLQDWLRQ E\ WKH WD[LQJ DXWKRULWLHV LQ WKH UHVSHFWLYH MXULVGLFWLRQV� JHQHUDOO\ IRU WKUHH RU IRXU \HDUV DIWHU
WKH\ ZHUH ILOHG� TKH &RPSDQ\ KDV UHYLHZHG WKH WD[ SURILOH WR DVVHVV DQG GHWHUPLQH ZKHWKHU DQ\ QHZ RU H[LVWLQJ
XQFHUWDLQWLHV H[LVW� BDVHG RQ WKH &RPSDQ\
V DQDO\VLV RI WD[ SRVLWLRQV WDNHQ RQ LQFRPH WD[ UHWXUQV ILOHG� QR XQFHUWDLQ
WD[ SRVLWLRQV H[LVWHG DV RI 'HFHPEHU ��� �����

AOWKRXJK WKH RXWFRPH RI RSHQ WD[ DXGLWV LV XQFHUWDLQ� LQ PDQDJHPHQW¶V RSLQLRQ� DGHTXDWH SURYLVLRQV IRU LQFRPH
WD[HV KDYH EHHQ PDGH� II DFWXDO RXWFRPHV GLIIHU PDWHULDOO\ IURP WKHVH HVWLPDWHV� WKH\ FRXOG KDYH D PDWHULDO LPSDFW
RQ RXU ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV� 'LIIHUHQFHV EHWZHHQ DFWXDO UHVXOWV DQG DVVXPSWLRQV RU FKDQJHV
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LQ DVVXPSWLRQV LQ IXWXUH SHULRGV DUH UHFRUGHG LQ WKH SHULRG WKH\ EHFRPH NQRZQ� TR WKH H[WHQW DGGLWLRQDO LQIRUPDWLRQ
EHFRPHV DYDLODEOH SULRU WR UHVROXWLRQ� VXFK DFFUXDOV DUH DGMXVWHG WR UHIOHFW SUREDEOH RXWFRPHV�

NR LQWHUHVW RU SHQDOWLHV ZHUH UHFRJQL]HG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV� TR WKH H[WHQW ZH UHFRJQL]H
LQWHUHVW H[SHQVH DQG SHQDOWLHV UHODWHG WR LQFRPH WD[ PDWWHUV LQ WKH IXWXUH� ZH ZLOO UHFRJQL]H WKH DPRXQWV LQ SUH�WD[
LQFRPH �ORVV� RQ RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV�
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TKH &RPSDQ\ DQDO\]HG WKH FDOFXODWLRQ RI QHW ORVV SHU VKDUH IRU SHULRGV SULRU WR WKH BXVLQHVV &RPELQDWLRQ RQ
FHEUXDU\ �� ���� DQG GHWHUPLQHG WKDW LW UHVXOWHG LQ YDOXHV WKDW ZRXOG QRW EH PHDQLQJIXO WR WKH XVHUV RI WKH
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV� DV WKH FDSLWDO VWUXFWXUH FRPSOHWHO\ FKDQJHG DV D UHVXOW RI WKH BXVLQHVV
&RPELQDWLRQ� TKHUHIRUH� QHW ORVV SHU VKDUH LQIRUPDWLRQ KDV QRW EHHQ SUHVHQWHG IRU SHULRGV SULRU WR WKH BXVLQHVV
&RPELQDWLRQ� TKH EDVLF DQG GLOXWHG QHW ORVV SHU VKDUH DWWULEXWDEOH WR &ODVV A FRPPRQ VKDUHKROGHUV IRU WKH \HDU
HQGHG 'HFHPEHU ��� ����� DV SUHVHQWHG RQ WKH FRQVROLGDWHG VWDWHPHQWV RI RSHUDWLRQV� UHSUHVHQWV RQO\ WKH SHULRG
DIWHU WKH BXVLQHVV &RPELQDWLRQ WR 'HFHPEHU ��� �����

TKH IROORZLQJ WDEOH VHWV IRUWK WKH FRPSXWDWLRQ RI EDVLF DQG GLOXWHG QHW ORVV SHU VKDUH DUH SUHVHQWHG EHORZ�

Numerator:
NHW ORVV � ���������
LHVV� NHW ORVV DWWULEXWDEOH WR QRQ�FRQWUROOLQJ LQWHUHVWV ���������
NHW ORVV DWWULEXWDEOH WR &ODVV A &RPPRQ SWRFN � EDVLF � ��������

Denominator:
:HLJKWHG�DYHUDJH VKDUHV RI &ODVV A &RPPRQ SWRFN RXWVWDQGLQJ ����������
NHW ORVV SHU VKDUH DWWULEXWDEOH WR &ODVV A FRPPRQ VWRFNKROGHUV� EDVLF DQG
GLOXWHG � ������

TKH &RPSDQ\ H[FOXGHG WKH IROORZLQJ SRWHQWLDOO\ GLOXWLYH VHFXULWLHV� SUHVHQWHG EDVHG RQ DPRXQWV RXWVWDQGLQJ DW
HDFK SHULRG HQG� IURP WKH FRPSXWDWLRQ RI GLOXWHG QHW ORVV SHU VKDUH DWWULEXWDEOH WR &ODVV A FRPPRQ VKDUHKROGHUV
EHFDXVH LQFOXGLQJ WKHP ZRXOG KDYH KDG DQ DQWLGLOXWLYH HIIHFW�

SWRFN OSWLRQV �������
&RPPRQ 8QLWV �����������
5S8V �������
PS8V ���������
IQFHQWLYH 8QLWV ������
TRWDO XQLWV H[FOXGHG IURP FRPSXWDWLRQ RI GLOXWHG QHW ORVV SHU VKDUH �����������

TKH &RPSDQ\ KDV VLJQLILFDQW VXSSOLHUV DQG VHUYLFH SURYLGHUV WKDW DUH LPSRUWDQW WR LWV VRXUFLQJ� URDVWLQJ�
PDQXIDFWXULQJ� DQG DQ\ UHODWHG RQJRLQJ VHUYLFLQJ RI PHUFKDQGLVH DQG FRQWHQW� ASSUR[LPDWHO\ ����� RI WKH
&RPSDQ\¶V FRIIHH SXUFKDVHV ZHUH JHQHUDWHG IURP ILYH YHQGRUV IRU WKH \HDU HQGHG 'HFHPEHU ��� ����� ����� DQG
����� RI WKH &RPSDQ\¶V SXUFKDVHV ZHUH JHQHUDWHG IURP IRXU YHQGRUV IRU WKH \HDUV HQGHG 'HFHPEHU ��� ���� DQG
����� UHVSHFWLYHO\� TKH &RPSDQ\¶V IRXU PDLQ VKLSSLQJ YHQGRUV DFFRXQW IRU DSSUR[LPDWHO\ ������ ����� DQG �����
RI WRWDO VKLSSLQJ H[SHQVHV IRU WKH \HDUV HQGHG 'HFHPEHU ��� ����� ���� DQG ����� UHVSHFWLYHO\� IQ DGGLWLRQ� WKH
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&RPSDQ\¶V SULPDU\ IXOILOOPHQW VHUYLFH SURYLGHU DFFRXQWHG IRU ������ ����� DQG ����� RI WRWDO IXOILOOPHQW FRVWV IRU
WKH \HDUV HQGHG 'HFHPEHU ��� ����� ���� DQG ����� UHVSHFWLYHO\� FXUWKHU� DSSUR[LPDWHO\ ����� RI WKH &RPSDQ\¶V
PDUNHWLQJ H[SHQVHV IRU WKH \HDU HQGHG 'HFHPEHU ��� ���� ZHUH JHQHUDWHG IURP VHYHQ YHQGRUV� ����� RI WKH
&RPSDQ\¶V PDUNHWLQJ H[SHQVHV IRU WKH \HDU HQGHG 'HFHPEHU ��� ���� ZHUH JHQHUDWHG IURP ILYH YHQGRUV� DQG
����� RI WKH &RPSDQ\¶V PDUNHWLQJ H[SHQVHV IRU WKH \HDU HQGHG 'HFHPEHU ��� ���� ZHUH JHQHUDWHG IURP IRXU
YHQGRUV� TKH &RPSDQ\ GRHV QRW KDYH DQ\ ORQJ�WHUP DUUDQJHPHQWV ZLWK WKHVH YHQGRUV RU LWV RWKHU VXSSOLHUV DQG
VHUYLFH SURYLGHUV WR JXDUDQWHH DYDLODELOLW\ RI LQYHQWRU\� FRQWHQW� RU VHUYLFHV� TKH ORVV RI WKH DERYH YHQGRUV FRXOG
KDYH DQ LPSDFW RQ WKH RSHUDWLRQV RI WKH &RPSDQ\ XQWLO D VXLWDEOH UHSODFHPHQW FRXOG EH HQJDJHG�

'XULQJ ����� WKH &RPSDQ\ HQWHUHG LQWR VHYHUDO SXUFKDVH DJUHHPHQWV WR SXUFKDVH FRIIHH SURGXFW IURP WKLUG�
SDUW\ VXSSOLHUV� TKH PLQLPXP SXUFKDVH DPRXQWV DUH EDVHG RQ TXDQWLW\ DQG LQ WKH DJJUHJDWH ZLOO EH DSSUR[LPDWHO\
������� IRU ����� ������� IRU ����� DQG QRQH IRU �����

IQ SHSWHPEHU ����� WKH &RPSDQ\ HQWHUHG LQWR D PDQXIDFWXULQJ DQG SXUFKDVH DJUHHPHQW WR SXUFKDVH FDQQHG
EHYHUDJH SURGXFW IURP D WKLUG�SDUW\ VXSSOLHU� TKH LQLWLDO WHUP HQGV RQ 'HFHPEHU ��� ����� DQG DXWRPDWLFDOO\
UHQHZV IRU WZR FRQVHFXWLYH \HDU SHULRGV� XQOHVV HLWKHU SDUW\ SURYLGHV QRWLFH RI FDQFHOODWLRQ DW OHDVW ��� GD\V SULRU WR
WKH HQG RI WKH FXUUHQW WHUP� TKH PLQLPXP SXUFKDVH DPRXQW FDUULHV D PLQLPXP VXUFKDUJH RI DSSUR[LPDWHO\ ������
IRU ����� ������� IRU ����� DQG ������� IRU �����

IQ NRYHPEHU ����� WKH &RPSDQ\ HQWHUHG LQWR D PDQXIDFWXULQJ DQG SXUFKDVH DJUHHPHQW WR SXUFKDVH FRIIHH
SURGXFW IURP D WKLUG�SDUW\ VXSSOLHU� TKH WHUP UHPDLQV LQ HIIHFW XQWLO 'HFHPEHU ��� ����� TKH PLQLPXP SXUFKDVH
DPRXQW LV EDVHG RQ TXDQWLW\ DQG ZLOO EH DSSUR[LPDWHO\ ������ RQ DQ DQQXDO EDVLV�

TKH &RPSDQ\ LV WKH VXEMHFW RI YDULRXV OHJDO DFWLRQV LQ WKH RUGLQDU\ FRXUVH RI EXVLQHVV� TKHVH DFWLRQV W\SLFDOO\
VHHN� DPRQJ RWKHU WKLQJV� FRPSHQVDWLRQ IRU DOOHJHG SHUVRQDO LQMXU\� EUHDFK RI FRQWUDFW� SURSHUW\ GDPDJH� SXQLWLYH
GDPDJHV� FLYLO SHQDOWLHV RU RWKHU ORVVHV� RU LQMXQFWLYH RU GHFODUDWRU\ UHOLHI� :LWK UHVSHFW WR VXFK ODZVXLWV� WKH
&RPSDQ\ DFFUXHV UHVHUYHV ZKHQ LW LV SUREDEOH D OLDELOLW\ KDV EHHQ LQFXUUHG DQG WKH DPRXQW RI ORVV FDQ EH UHDVRQDEO\
HVWLPDWHG� AOWKRXJK WKH RXWFRPHV RI WKHVH SURFHHGLQJV FDQQRW EH SUHGLFWHG ZLWK FHUWDLQW\� WKH &RPSDQ\ GRHV QRW
EHOLHYH DQ\ RI WKHVH SURFHHGLQJV� LQGLYLGXDOO\ RU LQ WKH DJJUHJDWH� ZRXOG EH H[SHFWHG WR KDYH D PDWHULDO DGYHUVH
HIIHFW RQ UHVXOWV RI RSHUDWLRQV� FDVK IORZV RU ILQDQFLDO FRQGLWLRQ�

TKH &RPSDQ\ FRXOG EH VXEMHFW WR DGGLWLRQDO VDOHV WD[ RU RWKHU WD[ OLDELOLWLHV� TKH &RPSDQ\ IROORZV WKH
JXLGHOLQHV RI AS& ���� Accounting for Contingencies� DQG WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV UHIOHFW WKH FXUUHQW
LPSDFW RI VXFK OHJLVODWLRQ WKURXJK WKH &RPSDQ\¶V EHVW HVWLPDWHV� HRZHYHU� DQ\ RI WKHVH HYHQWV FRXOG KDYH D
PDWHULDO HIIHFW RQ WKH &RPSDQ\¶V EXVLQHVV DQG RSHUDWLQJ UHVXOWV GHSHQGLQJ RQ WKH SUHYLRXV SHULRGV RI DSSOLHG
HQIRUFHPHQW E\ FHUWDLQ MXULVGLFWLRQV�

TKH &RPSDQ\ LV DOVR VXEMHFW WR 8�S� �IHGHUDO DQG VWDWH� ODZV� UHJXODWLRQV� DQG DGPLQLVWUDWLYH SUDFWLFHV WKDW
UHTXLUH XV WR FROOHFW LQIRUPDWLRQ IURP LWV FXVWRPHUV� YHQGRUV� PHUFKDQWV� DQG RWKHU WKLUG SDUWLHV IRU WD[ UHSRUWLQJ
SXUSRVHV DQG UHSRUW VXFK LQIRUPDWLRQ WR YDULRXV JRYHUQPHQW DJHQFLHV� TKH VFRSH RI VXFK UHTXLUHPHQWV FRQWLQXHV WR
H[SDQG� UHTXLULQJ XV WR GHYHORS DQG LPSOHPHQW QHZ FRPSOLDQFH V\VWHPV� FDLOXUH WR FRPSO\ ZLWK VXFK ODZV DQG
UHJXODWLRQV FRXOG UHVXOW LQ VLJQLILFDQW SHQDOWLHV DQG LQWHUHVW ZKLFK PLJKW KDYH DQ DGYHUVH HIIHFW RQ WKH &RPSDQ\¶V
EXVLQHVV DQG RSHUDWLQJ UHVXOWV�



F���

TKH &RPSDQ\ KDV DFFUXHG ���� DQQXDOO\ UHODWHG WR SRWHQWLDO VDOHV DQG RWKHU WD[ H[SRVXUH DV RI 'HFHPEHU ���
���� DQG ����� ZKLFK LV LQFOXGHG LQ DFFUXHG OLDELOLWLHV RQ WKH DFFRPSDQ\LQJ FRQVROLGDWHG EDODQFH VKHHWV�

OQ ASULO ��� ����� TDQJ &DSLWDO PDUWQHUV� LP �³TDQJ &DSLWDO´� ILOHG D ODZVXLW LQ IHGHUDO GLVWULFW FRXUW LQ NHZ
YRUN DJDLQVW WKH &RPSDQ\� Tang Capital Partners, LP v. BRC Inc.� &DVH ���&9����� �5:L� �SRXWKHUQ 'LVWULFW RI
NHZ YRUN�� TKH FRPSODLQW DOOHJHV WKDW WKH TDQJ &DSLWDO VXIIHUHG GDPDJHV DULVLQJ IURP WKH &RPSDQ\¶V UHIXVDO RQ
WZR RFFDVLRQV WR SHUPLW TDQJ &DSLWDO WR H[HUFLVH ZDUUDQWV� OQ 0DUFK �� ����� WKH FRXUW JUDQWHG WKH &RPSDQ\¶V
PRWLRQ WR GLVPLVV D FODLP IRU GHFODUDWRU\ MXGJPHQW EXW GHQLHG WKH &RPSDQ\¶V PRWLRQ WR GLVPLVV D EUHDFK RI FRQWUDFW
FODLP� TKH ODZVXLW VHHNV XQVSHFLILHG JHQHUDO DQG FRPSHQVDWRU\ GDPDJHV� DWWRUQH\V¶ IHHV� DQG RWKHU UHDVRQDEOH FRVWV
DQG GLVEXUVHPHQWV� TKH &RPSDQ\ EHOLHYHV WKDW LW KDV PHULWRULRXV GHIHQVHV WR WKH FODLP DVVHUWHG DJDLQVW LW DQG ZLOO
GHIHQG LWVHOI YLJRURXVO\ LQ WKHVH SURFHHGLQJV� KRZHYHU� WKHUH FDQ EH QR DVVXUDQFHV WKDW LW ZLOO EH VXFFHVVIXO LQ LWV
HIIRUWV� TKH &RPSDQ\ LV QRW DEOH DW WKLV WLPH WR GHWHUPLQH RU SUHGLFW WKH XOWLPDWH RXWFRPH RI WKLV ODZVXLW RU SURYLGH
D UHDVRQDEOH HVWLPDWH RU UDQJH RI HVWLPDWHV RI WKH SRVVLEOH RXWFRPH RU ORVV� LI DQ\� LQ WKLV PDWWHU�

TKHUH KDYH EHHQ QR HYHQWV VXEVHTXHQW WR 'HFHPEHU ��� ���� ZKLFK ZRXOG UHTXLUH DFFUXDO RU GLVFORVXUH LQ WKHVH
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV�
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NRW DSSOLFDEOH�

OXU PDQDJHPHQW� ZLWK WKH SDUWLFLSDWLRQ RI RXU &KLHI E[HFXWLYH OIILFHU� &R�&KLHI E[HFXWLYH OIILFHU DQG &KLHI
FLQDQFLDO OIILFHU� HYDOXDWHG WKH HIIHFWLYHQHVV RI RXU GLVFORVXUH FRQWUROV DQG SURFHGXUHV �DV GHILQHG LQ 5XOHV ��D�
���H� DQG ��G����H� XQGHU WKH E[FKDQJH AFW� DV RI WKH HQG RI WKH SHULRG FRYHUHG E\ WKLV AQQXDO 5HSRUW� BDVHG RQ
WKDW HYDOXDWLRQ� RXU &KLHI E[HFXWLYH OIILFHU� &R�&KLHI E[HFXWLYH OIILFHU DQG &KLHI FLQDQFLDO OIILFHU FRQFOXGHG
WKDW� DV RI WKH HQG RI WKH SHULRG FRYHUHG E\ WKLV AQQXDO 5HSRUW� RXU GLVFORVXUH FRQWUROV DQG SURFHGXUHV ZHUH
HIIHFWLYH�

0DQDJHPHQW LV UHVSRQVLEOH IRU HVWDEOLVKLQJ DQG PDLQWDLQLQJ DGHTXDWH LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ�
TKH &RPSDQ\¶V LQWHUQDO FRQWURO SURWRFROV ZHUH GHVLJQHG WR SURYLGH UHDVRQDEOH DVVXUDQFH WR PDQDJHPHQW WKDW WKH
SUHSDUDWLRQ DQG SUHVHQWDWLRQ RI RXU ILQDQFLDO VWDWHPHQWV DUH LQ DFFRUGDQFH ZLWK 8�S� JHQHUDOO\ DFFHSWHG DFFRXQWLQJ
SULQFLSOHV� TKHVH FRQWUROV LQFOXGH ��� WKH PDLQWHQDQFH RI UHFRUGV LQ UHDVRQDEOH GHWDLO VR DV WR DFFXUDWHO\ DQG IDLUO\
UHIOHFW WKH WUDQVDFWLRQV RI WKH &RPSDQ\� ��� UHDVRQDEOH DVVXUDQFH WKDW WUDQVDFWLRQV DUH UHFRUGHG WR SHUPLW WKH
SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWV LQ DFFRUGDQFH ZLWK GAAP� DQG ��� UHDVRQDEOH DVVXUDQFH XQDXWKRUL]HG
WUDQVDFWLRQV WKDW FRXOG KDYH D PDWHULDO HIIHFW RQ RXU ILQDQFLDO VWDWHPHQWV DUH WLPHO\ GHWHFWHG RU SUHYHQWHG�

OXU PDQDJHPHQW DVVHVVHG WKH HIIHFWLYHQHVV RI RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ IRU WKH \HDU HQGHG
'HFHPEHU ��� ���� EDVHG RQ WKH FULWHULD IRU HIIHFWLYH LQWHUQDO FRQWURO GHVFULEHG LQ Internal Control-Integrated
Framework (2013) LVVXHG E\ WKH &RPPLWWHH RI SSRQVRULQJ OUJDQL]DWLRQV RI WKH TUHDGZD\ &RPPLVVLRQ� BDVHG RQ
WKH UHVXOWV RI WKLV HYDOXDWLRQ� PDQDJHPHQW FRQFOXGHG WKDW RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ ZDV HIIHFWLYH
DV RI 'HFHPEHU ��� �����

OXU LQGHSHQGHQW UHJLVWHUHG DFFRXQWLQJ ILUP ZLOO QRW EH UHTXLUHG WR RSLQH RQ WKH HIIHFWLYHQHVV RI RXU LQWHUQDO
FRQWURO RYHU ILQDQFLDO UHSRUWLQJ SXUVXDQW WR SHFWLRQ ��� RI SDUEDQHV�O[OH\ AFW RI ���� XQWLO ZH DUH QR ORQJHU DQ
³HPHUJLQJ JURZWK FRPSDQ\´ DV GHILQHG LQ WKH -OBS AFW�

TKHUH ZHUH QR FKDQJHV LQ RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ GXULQJ WKH TXDUWHU HQGHG 'HFHPEHU ���
���� WKDW KDYH PDWHULDOO\ DIIHFWHG� RU DUH UHDVRQDEO\ OLNHO\ WR PDWHULDOO\ DIIHFW� RXU LQWHUQDO FRQWURO RYHU ILQDQFLDO
UHSRUWLQJ�

NRQH�

NRW DSSOLFDEOH�
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IQIRUPDWLRQ UHJDUGLQJ RXU H[HFXWLYH RIILFHUV LV UHSRUWHG XQGHU WKH FDSWLRQ ³IQIRUPDWLRQ AERXW OXU E[HFXWLYH
OIILFHUV´ LQ PDUW I RI WKLV UHSRUW�

TKH UHPDLQLQJ LQIRUPDWLRQ UHTXLUHG E\ WKLV LWHP LV LQFRUSRUDWHG E\ UHIHUHQFH WR WKH ³PURSRVDO NR� �� EOHFWLRQ RI
&ODVV I 'LUHFWRUV�´ ³&RUSRUDWH GRYHUQDQFH DQG OXU BRDUG OI 'LUHFWRUV�´ DQG ³'HOLQTXHQW SHFWLRQ ���A� 5HSRUWV´
VHFWLRQV RI WKH GHILQLWLYH PUR[\ SWDWHPHQW IRU RXU ���� AQQXDO 0HHWLQJ RI SWRFNKROGHUV �WKH ³���� PUR[\
SWDWHPHQW´��

TKH LQIRUPDWLRQ UHTXLUHG E\ WKLV LWHP LV LQFRUSRUDWHG E\ UHIHUHQFH WR WKH ³E[HFXWLYH &RPSHQVDWLRQ´ VHFWLRQ RI
WKH ���� PUR[\ SWDWHPHQW�

TKH LQIRUPDWLRQ UHTXLUHG E\ WKLV LWHP LV LQFRUSRUDWHG E\ UHIHUHQFH WR WKH ³OZQHUVKLS RI OXU &RPPRQ SWRFN´
DQG ³ETXLW\ &RPSHQVDWLRQ PODQ IQIRUPDWLRQ´ VHFWLRQV RI WKH ���� PUR[\ SWDWHPHQW�

TKH LQIRUPDWLRQ UHTXLUHG E\ WKLV LWHP LV LQFRUSRUDWHG E\ UHIHUHQFH WR WKH ³&HUWDLQ 5HODWLRQVKLSV DQG 5HODWHG
TUDQVDFWLRQV� DQG 'LUHFWRU IQGHSHQGHQFH´ VHFWLRQ RI WKH ���� PUR[\ SWDWHPHQW�

TKH LQIRUPDWLRQ UHTXLUHG E\ WKLV LWHP LV LQFRUSRUDWHG E\ UHIHUHQFH WR WKH ³IQGHSHQGHQW 5HJLVWHUHG PXEOLF
AFFRXQWLQJ FLUP FHHV´ DQG ³AXGLW &RPPLWWHH PUH�ASSURYDO PROLFLHV DQG PURFHGXUHV´ VHFWLRQV RI WKH ���� PUR[\
SWDWHPHQW�



�4

(1) SHH PDUW II� IWHP �� FLQDQFLDO SWDWHPHQWV DQG SXSSOHPHQWDU\ 'DWD

(2) � NRQH

(3) Exhibits

����

BXVLQHVV &RPELQDWLRQ AJUHHPHQW� GDWHG DV RI NRYHPEHU �� ����� E\ DQG DPRQJ SLOYHUBR[� WKH
&RPSDQ\� 0HUJHU SXE �� 0HUJHU SXE �� AXWKHQWLF BUDQGV DQG BORFNHU �LQFRUSRUDWHG E\ UHIHUHQFH WR
E[KLELW ��� WR WKH &RPSDQ\¶V 5HJLVWUDWLRQ SWDWHPHQW RQ FRUP S�� ILOHG RQ NRYHPEHU ��� ���� ZLWK
WKH SE&��

���

FLUVW APHQGPHQW WR BXVLQHVV &RPELQDWLRQ AJUHHPHQW� GDWHG DV RI -DQXDU\ �� ����� E\ DQG DPRQJ
SLOYHUBR[� WKH &RPSDQ\� 0HUJHU SXE �� 0HUJHU SXE �� AXWKHQWLF BUDQGV DQG BORFNHU �LQFRUSRUDWHG E\
UHIHUHQFH WR E[KLELW ��� WR WKH &RPSDQ\¶V 5HJLVWUDWLRQ SWDWHPHQW RQ FRUP S���A ILOHG RQ -DQXDU\ ��
���� ZLWK WKH SE&��

���
APHQGHG DQG 5HVWDWHG &HUWLILFDWH RI IQFRUSRUDWLRQ RI WKH &RPSDQ\ �LQFRUSRUDWHG E\ UHIHUHQFH WR
E[KLELW ��� WR WKH &RPSDQ\¶V FRUP ��K ILOHG RQ FHEUXDU\ ��� ���� ZLWK WKH SE&��

��� APHQGHG DQG 5HVWDWHG B\�LDZV RI WKH &RPSDQ\ �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ��� WR WKH
&RPSDQ\¶V FRUP ��K ILOHG RQ FHEUXDU\ ��� ���� ZLWK WKH SE&��

���
 SSHFLPHQ &RPPRQ SWRFN &HUWLILFDWH�

���
 'HVFULSWLRQ RI WKH 5HJLVWUDQW¶V SHFXULWLHV 5HJLVWHUHG XQGHU SHFWLRQ �� RI WKH E[FKDQJH AFW�

�����

TKLUG APHQGHG DQG 5HVWDWHG LLPLWHG LLDELOLW\ &RPSDQ\ AJUHHPHQW RI AXWKHQWLF BUDQGV� GDWHG DV RI
FHEUXDU\ �� ����� E\ DQG DPRQJ AXWKHQWLF BUDQGV DQG HDFK RWKHU SHUVRQ ZKR LV RU DW DQ\ WLPH
EHFRPHV D PHPEHU RI AXWKHQWLF BUDQGV �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ���� WR WKH &RPSDQ\¶V
FRUP ��K ILOHG RQ FHEUXDU\ ��� ���� ZLWK WKH SE&��

����
TD[ 5HFHLYDEOH AJUHHPHQW� GDWHG DV RI FHEUXDU\ �� ����� E\ DQG DPRQJ WKH &RPSDQ\� AXWKHQWLF
BUDQGV DQG SWHUOLQJ NHZ IQYHVWPHQW HROGLQJV LL&� DV DJHQW �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ����
WR WKH &RPSDQ\¶V FRUP ��K ILOHG RQ FHEUXDU\ ��� ���� ZLWK WKH SE&��

�����
IQYHVWRU 5LJKWV AJUHHPHQW� GDWHG DV RI FHEUXDU\ �� ����� E\ DQG DPRQJ WKH &RPSDQ\ DQG WKH
VWRFNKROGHUV SDUW\ WKHUHWR �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ���� WR WKH &RPSDQ\¶V FRUP ��K ILOHG
RQ FHEUXDU\ ��� ���� ZLWK WKH SE&��

����
:DLYHU XQGHU WKH BXVLQHVV &RPELQDWLRQ AJUHHPHQW� GDWHG DV RI FHEUXDU\ �� ����� E\ DQG DPRQJ
AXWKHQWLF BUDQGV DQG SLOYHUBR[ �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ���� WR WKH &RPSDQ\¶V FRUP ��K
ILOHG RQ FHEUXDU\ ��� ���� ZLWK WKH SE&��
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�����
B5& IQF� ���� OPQLEXV IQFHQWLYH PODQ �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ���� WR WKH &RPSDQ\¶V
FRUP ��K ILOHG RQ FHEUXDU\ ��� ���� ZLWK WKH SE&��

�����
FRUP RI SWRFN OSWLRQ AZDUG AJUHHPHQW XQGHU WKH &RPSDQ\¶V ���� OPQLEXV IQFHQWLYH PODQ
�LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ����� WKH &RPSDQ\¶V FRUP ��K ILOHG RQ FHEUXDU\ ��� ���� ZLWK
WKH SE&��

�����
B5& IQF� ���� EPSOR\HH SWRFN PXUFKDVH PODQ �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ���� WR WKH
&RPSDQ\¶V FRUP ��K ILOHG RQ FHEUXDU\ ��� ���� ZLWK WKH SE&��

�����
FRUP RI 5HVWULFWHG SWRFN 8QLW AJUHHPHQW XQGHU WKH &RPSDQ\¶V ���� OPQLEXV IQFHQWLYH PODQ
�LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ���� WKH &RPSDQ\¶V FRUP S�� ILOHG RQ ASULO ��� ���� ZLWK WKH
SE&��

�����
EPSOR\PHQW AJUHHPHQW� GDWHG DV RI 'HFHPEHU ��� ���� EHWZHHQ EYDQ HDIHU DQG BODFN 5LIOH &RIIHH
&RPSDQ\ LL&� LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ���� WR WKH &RPSDQ\¶V FRUP ��K ILOHG RQ
'HFHPEHU ��� ���� ZLWK WKH SE&��

������
FRXQGHU SWRFN AZDUG AJUHHPHQW� GDWHG DV RI 'HFHPEHU ��� ����� E\ DQG EHWZHHQ B5& IQF� DQG EYDQ
HDIHU �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ���� WR WKH &RPSDQ\¶V FRUP ��K ILOHG RQ 'HFHPEHU ���
���� ZLWK WKH SE&��

������
IQFHQWLYH 8QLWV AJUHHPHQW� GDWHG DV RI SHSWHPEHU ��� ����� E\ DQG EHWZHHQ AXWKHQWLF BUDQGV LL&
DQG EYDQ HDIHU �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ����� WR WKH &RPSDQ\¶V UHJLVWUDWLRQ SWDWHPHQW RQ
FRUP S�� ILOHG RQ 0DUFK ��� ���� ZLWK WKH SE&��

������
EPSOR\PHQW AJUHHPHQW� GDWHG DV RI -DQXDU\ �� ����� E\ DQG EHWZHHQ BODFN 5LIOH &RIIHH &RPSDQ\
LL& DQG TRP 'DYLQ �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ����� WR WKH &RPSDQ\¶V 5HJLVWUDWLRQ
SWDWHPHQW RQ FRUP S�� ILOHG RQ 0DUFK ��� ���� ZLWK WKH SE&��

������
5HVWULFWHG 8QLWV AJUHHPHQW� GDWHG DV RI SHSWHPEHU ��� ����� E\ DQG EHWZHHQ AXWKHQWLF BUDQGV LL&
DQG TRP 'DYLQ �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ����� WR WKH &RPSDQ\¶V 5HJLVWUDWLRQ SWDWHPHQW
RQ FRUP S�� ILOHG RQ 0DUFK ��� ���� ZLWK WKH SE&��

������
OIIHU OHWWHU� GUDQW NRWLFH DQG AZDUG AJUHHPHQW� GDWHG DV RI -XO\ ��� ����� E\ DQG DPRQJ B5& IQF�
DQG 5RODQG SPLWK �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ���� WR WKH &RPSDQ\
V 4XDUWHUO\ 5HSRUW RQ
FRUP ���4 ILOOHG ZLWK WKH SE& RQ AXJXVW ��� ������

������
OIIHU LHWWHU� GDWHG DV RI 'HFHPEHU �� ����� E\ DQG EHWZHHQ B5& IQF� DQG KULVWLQD BUDHQGHO
�LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ���� WR WKH &RPSDQ\¶V FRUP ��K ILOHG RQ FHEUXDU\ �� ���� ZLWK
WKH SE&��

������
SHYHUDQFH AJUHHPHQW� GDWHG DV RI -DQXDU\ ��� ����� E\ DQG EHWZHHQ B5& IQF� DQG KULVWLQD BUDHQGHO
�LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ���� WR WKH &RPSDQ\¶V FRUP ��K ILOHG RQ FHEUXDU\ ������ ZLWK
WKH SE&��

������
EPSOR\PHQW AJUHHPHQW� GDWHG DV RI AXJXVW �� ����� E\ DQG EHWZHHQ BODFN 5LIOH &RIIHH &RPSDQ\
LL& DQG TRE\ -RKQVRQ �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ����� WR WKH &RPSDQ\¶V 5HJLVWUDWLRQ
SWDWHPHQW RI FRUP S�� ILOHG RQ 0DUFK ��� ���� ZLWK WKH SE&��
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������
5HVWULFWHG 8QLWV AJUHHPHQW� GDWHG DV RI AXJXVW ��� ����� E\ DQG EHWZHHQ AXWKHQWLF BUDQGV LL& DQG
TRE\ -RKQVRQ �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ����� WR WKH &RPSDQ\¶V 5HJLVWUDWLRQ SWDWHPHQW RQ
FRUP S�� ILOHG RQ 0DUFK ��� ���� ZLWK WKH SE&��

������
5HVWULFWHG 8QLWV AJUHHPHQW� GDWHG DV RI SHSWHPEHU ��� ����� E\ DQG EHWZHHQ AXWKHQWLF BUDQGV LL&
DQG AQGUHZ 0F&RUPLFN �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ����� WR WKH &RPSDQ\¶V 5HJLVWUDWLRQ
SWDWHPHQW RQ FRUP S�� ILOHG RQ 0DUFK ��� ���� ZLWK WKH SE&��

������
FRUP RI SHYHUDQFH DQG 5HVWULFWLYH &RYHQDQW AJUHHPHQW �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ���� WR
WKH &RPSDQ\¶V FRUP ��K ILOHG RQ 'HFHPEHU ��� ���� ZLWK WKH SE&��

������ FRUP RI IQGHPQLILFDWLRQ AJUHHPHQW �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ���� WR WKH &RPSDQ\¶V FRUP
��K ILOHG RQ FHEUXDU\ ��� ���� ZLWK WKH SE&��

����
LLVW RI SXEVLGLDULHV RI WKH &RPSDQ\ �LQFRUSRUDWHG E\ UHIHUHQFH WR E[KLELW ���� WR WKH &RPSDQ\¶V FRUP
��K ILOHG RQ FHEUXDU\ ��� ���� ZLWK WKH SE&��

��
 &RQVHQW RI IQGHSHQGHQW 5HJLVWHUHG PXEOLF AFFRXQWLQJ FLUP�

��
 PRZHU RI AWWRUQH\ �LQFOXGHG LQ VLJQDWXUH SDJH��

����

&HUWLILFDWLRQ RI &R�PULQFLSDO E[HFXWLYH OIILFHU PXUVXDQW WR 5XOHV ��D����D� DQG ��G����D� XQGHU WKH
SHFXULWLHV E[FKDQJH AFW RI ����� DV AGRSWHG PXUVXDQW WR SHFWLRQ ��� RI WKH SDUEDQHV�O[OH\ AFW RI
�����

����

&HUWLILFDWLRQ RI &R�PULQFLSDO E[HFXWLYH OIILFHU PXUVXDQW WR 5XOHV ��D����D� DQG ��G����D� XQGHU WKH
SHFXULWLHV E[FKDQJH AFW RI ����� DV AGRSWHG PXUVXDQW WR SHFWLRQ ��� RI WKH SDUEDQHV�O[OH\ AFW RI
�����

����

&HUWLILFDWLRQ RI PULQFLSDO FLQDQFLDO OIILFHU PXUVXDQW WR 5XOHV ��D����D� DQG ��G����D� XQGHU WKH
SHFXULWLHV E[FKDQJH AFW RI ����� DV AGRSWHG PXUVXDQW WR SHFWLRQ ��� RI WKH SDUEDQHV�O[OH\ AFW RI
�����

����


&HUWLILFDWLRQ RI &R�PULQFLSDO E[HFXWLYH OIILFHU PXUVXDQW WR �� 8�S�&� SHFWLRQ ����� DV AGRSWHG
PXUVXDQW WR SHFWLRQ ��� RI WKH SDUEDQHV�O[OH\ AFW RI �����

����

 &HUWLILFDWLRQ RI &R�PULQFLSDO E[HFXWLYH OIILFHU PXUVXDQW WR �� 8�S�&� SHFWLRQ ����� DV AGRSWHG
PXUVXDQW WR SHFWLRQ ��� RI WKH SDUEDQHV�O[OH\ AFW RI �����

����


&HUWLILFDWLRQ RI PULQFLSDO FLQDQFLDO OIILFHU PXUVXDQW WR �� 8�S�&� SHFWLRQ ����� DV AGRSWHG PXUVXDQW WR
SHFWLRQ ��� RI WKH SDUEDQHV�O[OH\ AFW RI �����

����INS IQOLQH ;B5L IQVWDQFH 'RFXPHQW � WKH LQVWDQFH GRFXPHQW GRHV QRW DSSHDU LQ WKH IQWHUDFWLYH 'DWD FLOH DV
LWV ;B5L WDJV DUH HPEHGGHG ZLWKLQ WKH IQOLQH ;B5L GRFXPHQW�

����S&H IQOLQH ;B5L TD[RQRP\ E[WHQVLRQ SFKHPD 'RFXPHQW�
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����&AL IQOLQH ;B5L TD[RQRP\ E[WHQVLRQ &DOFXODWLRQ LLQNEDVH 'RFXPHQW�

����LAB IQOLQH ;B5L TD[RQRP\ E[WHQVLRQ LDEHO LLQNEDVH 'RFXPHQW�

����P5E IQOLQH ;B5L TD[RQRP\ E[WHQVLRQ PUHVHQWDWLRQ LLQNEDVH 'RFXPHQW�

����'EF IQOLQH ;B5L TD[RQRP\ E[WHQVLRQ 'HILQLWLRQ LLQNEDVH�

��� &RYHU PDJH IQWHUDFWLYH 'DWD FLOH �IRUPDWWHG LQ IQOLQH ;B5L DQG FRQWDLQHG LQ E[KLELW �����

_____________________________________________________________________________________________
_____


 FLOHG KHUHZLWK�



 FXUQLVKHG KHUHZLWK�
� IQGLFDWHV D PDQDJHPHQW FRQWUDFW RU FRPSHQVDWRU\ SODQ� FRQWUDFW RU DUUDQJHPHQW�

� SFKHGXOHV DQG VLPLODU DWWDFKPHQWV WR WKLV E[KLELW KDYH EHHQ RPLWWHG SXUVXDQW WR IWHP ����D���� RI
5HJLVWUDWLRQ S�K� TKH &RPSDQ\ KHUHE\ DJUHHV WR IXUQLVK D FRS\ RI DQ\ RPLWWHG VFKHGXOHV WR WKH SE&
XSRQ UHTXHVW�

NRQH�



PXUVXDQW WR WKH UHTXLUHPHQWV RI SHFWLRQ �� RU ���G� RI WKH SHFXULWLHV E[FKDQJH AFW RI ����� WKH UHJLVWUDQW KDV
GXO\ FDXVHG WKLV UHSRUW WR EH VLJQHG RQ LWV EHKDOI E\ WKH XQGHUVLJQHG� WKHUHXQWR GXO\ DXWKRUL]HG�

B\� �V� EYDQ HDIHU
EYDQ HDIHU

0DUFK ��� ���� &KLHI E[HFXWLYH OIILFHU

KNO: ALL PE5SONS BY THESE P5ESENTS� WKDW HDFK SHUVRQ ZKRVH VLJQDWXUH DSSHDUV EHORZ
FRQVWLWXWHV DQG DSSRLQWV EYDQ HDIHU� DQG GUHJRU\ -� IYHUVRQ� MRLQWO\ DQG VHYHUDOO\� DV KLV RU KHU WUXH DQG ODZIXO
DWWRUQH\V�LQ�IDFW DQG DJHQWV� ZLWK IXOO SRZHU RI VXEVWLWXWLRQ DQG UHVXEVWLWXWLRQ� IRU KLP RU KHU DQG LQ KLV RU KHU QDPH�
SODFH� DQG VWHDG� LQ DQ\ DQG DOO FDSDFLWLHV� WR VLJQ DQ\ DQG DOO DPHQGPHQWV WR WKLV AQQXDO 5HSRUW RQ FRUP ���K� DQG
WR ILOH WKH VDPH� ZLWK DOO H[KLELWV WKHUHWR� DQG RWKHU GRFXPHQWV LQ FRQQHFWLRQ WKHUHZLWK� ZLWK WKH SHFXULWLHV DQG
E[FKDQJH &RPPLVVLRQ� JUDQWLQJ XQWR VDLG DWWRUQH\V�LQ�IDFW DQG DJHQWV IXOO SRZHU DQG DXWKRULW\ WR GR DQG SHUIRUP
HDFK DQG HYHU\ DFW DQG WKLQJ UHTXLVLWH DQG QHFHVVDU\ WR EH GRQH LQ DQG DERXW WKH SUHPLVHV� DV IXOO\ WR DOO LQWHQWV DQG
SXUSRVHV DV KH RU VKH PLJKW RU FRXOG GR LQ SHUVRQ� KHUHE\ UDWLI\LQJ DQG FRQILUPLQJ WKDW DOO VDLG DWWRUQH\V�LQ�IDFW DQG
DJHQWV� RU KLV RU WKHLU VXEVWLWXWH RU VXEVWLWXWHV� PD\ ODZIXOO\ GR RU FDXVH WR EH GRQH E\ YLUWXH KHUHRI�

PXUVXDQW WR WKH UHTXLUHPHQWV RI WKH SHFXULWLHV E[FKDQJH AFW RI ����� WKLV UHSRUW KDV EHHQ VLJQHG EHORZ E\
WKH IROORZLQJ SHUVRQV RQ EHKDOI RI WKH UHJLVWUDQW DQG LQ WKH FDSDFLWLHV LQGLFDWHG DV RI 0DUFK ��� �����



�V� EYDQ HDIHU &KLHI E[HFXWLYH OIILFHU
EYDQ HDIHU �&R�PULQFLSDO E[HFXWLYH OIILFHU�

�V� TRP 'DYLQ &R�&KLHI E[HFXWLYH OIILFHU
TRP 'DYLQ �&R�PULQFLSDO E[HFXWLYH OIILFHU�

�V� GUHJRU\ -� IYHUVRQ &KLHI FLQDQFLDO OIILFHU
GUHJRU\ -� IYHUVRQ �PULQFLSDO FLQDQFLDO OIILFHU�

�V� KULVWLQD BUDHQGHO �SPLWK� &KLHI AFFRXQWLQJ OIILFHU

KULVWLQD BUDHQGHO �SPLWK� �PULQFLSDO AFFRXQWLQJ OIILFHU�

�V� KDW\ 'LFNVRQ 'LUHFWRU
KDW\ 'LFNVRQ

�V� GHRUJH 0XQR] 'LUHFWRU
GHRUJH 0XQR]

�V� 5RODQG SPLWK E[HFXWLYH &KDLUPDQ
5RODQG SPLWK

�V� SWHYHQ TDVOLW] 'LUHFWRU
SWHYHQ TDVOLW]

�V� GOHQQ :HOOLQJ 'LUHFWRU
GOHQQ :HOOLQJ
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