Notice of 2022 Annual Meeting
And Proxy Statement
2021 Annual Report on Form 10-K

4001 204th Street SW
Lynnwood, Washington 98036
NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
To Be Held On June 1, 2022
Dear Shareholder:
You are cordially invited to attend the 2022 annual meeting of shareholders of Zumiez Inc., a Washington
corporation. Zumiez Inc. and its wholly-owned subsidiaries is also referred to as “Zumiez,” “we,” “our,” “us,” “its”
and the “Company.” The meeting will be held on Wednesday, June 1, 2022 at 8:00 a.m. (Pacific Time) at our
headquarters located at 4001 204th Street SW, Lynnwood, Washington 98036 for the following purposes:
1. To elect two directors to hold office until our 2025 annual meeting of shareholders;
2. To consider and act upon a proposal to ratify the selection of Moss Adams LLP as our independent
registered public accounting firm for the fiscal year ending January 28, 2023 (“fiscal 2022”); and
3. To conduct any other business properly brought before the meeting.
These items of business are more fully described in the Proxy Statement accompanying this Notice.
Our board of directors recommends a vote “For” Items 1 and 2. The record date for the annual meeting is
March 23, 2022. Only shareholders of record at the close of business on that date may vote at the meeting or any
adjournment or postponement thereof.
Under the Securities and Exchange Commission (“SEC”) rules that allow companies to furnish proxy
materials to shareholders over the Internet, we have elected to deliver our proxy materials to the majority of our
shareholders over the Internet. The delivery process will allow us to provide shareholders with the information they
need, while at the same time conserving natural resources and lowering the cost of delivery. On or about April 22,
2022, we mailed to our shareholders a Notice of Internet Availability of Proxy Materials (the “Notice”) containing
instructions on how to access our fiscal year ending January 29, 2022 (“fiscal 2021”) Proxy Statement and 2021
Annual Report to Shareholders. The Notice also provides instructions on how to vote online or by telephone and
includes instructions on how to receive a paper copy of the proxy materials by mail.
YOUR VOTE IS IMPORTANT!
Whether or not you attend the annual meeting, it is important that your shares be represented and voted at the
meeting. Therefore, we urge you to promptly vote online, by telephone, or if you received a paper copy of the voting
card, submit your proxy by signing, dating and returning the accompanying proxy card in the enclosed prepaid
return envelope. If you decide to attend the annual meeting and you are a shareholder of record, you will be able to
vote in person even if you have previously submitted your proxy.
IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE
ANNUAL MEETING OF SHAREHOLDERS TO BE HELD ON JUNE 1, 2022: The Notice of Annual Meeting of
Shareholders, Proxy Statement and the Annual Report to Shareholders are available on the internet at
https://ir.zumiez.com/financial-information/annual-reports.
By Order of the Board of Directors
Chris K. Visser
Chief Legal Officer and Secretary
Lynnwood, Washington
April 22, 2022

4001 204th Street SW
Lynnwood, Washington 98036
PROXY STATEMENT
FOR THE ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD JUNE 1, 2022
QUESTIONS AND ANSWERS
Why am I receiving these proxy materials?
We are making available to you this proxy statement and the accompanying proxy card because the board of
directors of Zumiez Inc. (“Zumiez,” “we,” “us,” “its” and the “Company”) is soliciting your proxy to vote at our
2022 annual meeting of shareholders. You are invited to attend the annual meeting to vote on the proposals
described in this proxy statement. Should you choose to attend, you must be ready to present proof of your
ownership of Zumiez stock as of the record date, March 23, 2022, to attend the meeting. However, you do not need
to attend the meeting to vote your shares. For more information on voting, see information below under the section
heading “How do I vote?”
We intend to mail or otherwise make available this proxy statement and the accompanying proxy card on or
about April 22, 2022 to all shareholders of record entitled to vote at the annual meeting.
Who can vote at the annual meeting?
Only shareholders of record at the close of business on March 23, 2022, the record date for the annual
meeting, will be entitled to vote at the annual meeting. At the close of business on the record date, there were
19,435,562 shares of common stock outstanding and entitled to vote.
Shareholder of Record: Shares Registered in Your Name
If, at the close of business on the record date, your shares were registered directly in your name with our
transfer agent, Broadridge Corporate Issuer Solutions, Inc., then you are a shareholder of record. As a shareholder of
record, you may vote in person at the meeting or vote by proxy. Whether or not you plan to attend the meeting, we
urge you vote your proxy to ensure your vote is counted.
Beneficial Owner: Shares Registered in the Name of a Broker, Bank or Other Agent
If, at the close of business on the record date, your shares were not held in your name, but rather in an account
at a brokerage firm, bank or other agent, then you are the beneficial owner of shares held in “street name” and these
proxy materials are being forwarded to you by your broker, bank or other agent. The broker, bank or other agent
holding your account is considered to be the shareholder of record for purposes of voting at the annual meeting. As a
beneficial owner, you have the right to direct your broker, bank or other agent on how to vote the shares in your
account. You are also invited to attend the annual meeting. Should you choose to attend, you must be ready to
present proof of your ownership of Zumiez stock as of the record date, March 23, 2022, in order to attend the
meeting. However, since you are not the shareholder of record, you may not vote your shares in person at the
meeting unless you request and obtain a valid legal proxy issued in your name from your broker, bank or other
agent. For more information about a legal proxy, see the information, below, under the section heading “How do I
vote? – Beneficial Owner: Shares Registered in the Name of Broker, Bank or Other Agent.”
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What am I voting on?
You are being asked to vote on the following matters:
•

Election of two directors (Proposal 1); and

•

To consider and act upon a proposal to ratify the selection of Moss Adams LLP as our independent
registered public accounting firm for fiscal 2022 (Proposal 2).

When you vote your proxy, you appoint Chris K. Visser and Richard M. Brooks as your representatives at the
meeting. When we refer to the “named proxies,” we are referring to Mr. Visser and Mr. Brooks. This way, your
shares will be voted even if you cannot attend the meeting.
How do I vote?
For Proposals 1 and 2, you may vote “For,” “Against” or “Abstain” from voting (for the election of directors,
you may do this for any director nominee that you specify). The procedures for voting are as follows:
Shareholder of Record: Shares Registered in Your Name
If you are a shareholder of record, you may vote in person at the annual meeting, via the internet, by telephone
or by proxy card. Whether or not you plan to attend the meeting, we urge you to vote by proxy to ensure your vote is
counted. You may still attend the meeting and vote in person if you have already voted by proxy.
•

To vote in person, come to the annual meeting and we will give you a ballot when you arrive. Please be
prepared to present proof of your ownership of Zumiez stock as of March 23, 2022.

•

To vote via the internet—You may vote online at www.proxyvote.com. Voting on the internet has the
same effect as voting by mail or by telephone. If you vote via the internet, do not return your proxy card
and do not vote by telephone. Internet voting will be available until 11:59 p.m. Eastern time, May 31,
2022.

•

To vote by telephone—You may vote by telephone by calling 1-800-690-6903 and following the
automated voicemail instructions. Voting by telephone has the same effect as voting by mail or via the
internet. If you vote by telephone, do not return your proxy card and do not vote via the internet.
Telephone voting will be available until 11:59 p.m. Eastern time, May 31, 2022.

•

To vote using the proxy card, simply complete, sign and date the proxy card and return it promptly in the
envelope provided. If you return your signed proxy card to us before the annual meeting, we will vote
your shares as you direct.

Beneficial Owner: Shares Registered in the Name of Broker, Bank or Other Agent
If you are a beneficial owner of shares registered in the name of your broker, bank or other agent, you should
have received a proxy or voting instruction form with these proxy materials from that organization rather than from
us. You can vote by using the proxy or voting information form provided by your broker, bank or other agent or, if
made available, vote by telephone or via the internet. To vote in person at the annual meeting, you must obtain a
legal proxy from your broker, bank or other agent. Under a legal proxy, the bank, broker, or other agent confers all
of its rights as a record holder (which may in turn have been passed on to it by the ultimate record holder) to grant
proxies or to vote at the meeting. Follow the instructions from your broker, bank or other agent included with these
proxy materials, or contact your broker, bank or other agent to request a legal proxy. Please allow sufficient time to
receive a legal proxy through the mail after your broker, bank or other agent receives your request.
How many votes do I have?
On each matter to be voted upon, you have one vote for each share of Zumiez common stock you own as of
the close of business on March 23, 2022, the record date for the annual meeting.
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What if I return a proxy card but do not make specific choices?
If you return a signed and dated proxy card without marking any voting selections, your shares will be voted
in the following manner:
•

“For” the election of all nominees for director (Proposal 1); and

•

“For” the ratification of the selection of Moss Adams LLP as our independent registered public
accounting firm for fiscal 2022 (Proposal 2).

If any other matter is properly presented at the meeting, one of the named proxies on your proxy card as your
proxy will vote your shares using his discretion.
Who is paying for this proxy solicitation?
We will pay for the entire cost of soliciting proxies. In addition to mailed proxy materials, our directors and
employees may also solicit proxies in person, by telephone or by other means of communication. Directors and
employees will not be paid any additional compensation for soliciting proxies. We may also reimburse brokerage
firms, banks and other agents for the cost of forwarding proxy materials to beneficial owners. We have retained
Advantage Proxy to act as a proxy solicitor in conjunction with the annual meeting. We have agreed to pay
Advantage Proxy approximately $4,750 for proxy solicitation services.
What does it mean if I receive more than one proxy card?
If you receive more than one proxy card, your shares are registered in more than one name and/or are
registered in different accounts. Please complete, sign and return each proxy card to ensure that all of your shares
are voted. Alternatively, if you vote by telephone or via the internet, you will need to vote once for each proxy card
and voting instruction card you receive.
Can I change my vote after voting my proxy?
Yes. You can revoke your proxy at any time before the applicable vote at the meeting. If you are the record
holder of your shares, you may revoke your proxy in any one of three ways:
•

You may submit another properly completed proxy with a later date.

•

You may send a written notice that you are revoking your proxy to our Chief Legal Officer and Secretary,
Chris K. Visser, at 4001 204th Street SW, Lynnwood, Washington 98036.

•

You may attend the annual meeting and vote in person (if you hold your shares beneficially through a
broker, bank or other agent you must bring a legal proxy from the record holder in order to vote at the
meeting).

If your shares are held by your broker, bank or other agent, you should follow the instructions provided by
them.
What is the quorum requirement?
A quorum of shareholders is necessary to hold a valid meeting. A quorum will be present if at least a majority
of the outstanding shares as of the close of business on the record date are represented by shareholders present at the
meeting or by proxy.
Your shares will be counted towards the quorum only if you submit a valid proxy (or one is submitted on your
behalf by your broker, bank or other agent) or if you vote in person at the meeting. Generally, abstentions and broker
non-votes (discussed below in “How are votes counted?”) will be counted towards the quorum requirement. If there
is no quorum, a majority of the votes present at the meeting may adjourn the meeting to another date. Your vote is
extremely important, so please vote.
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How are votes counted?
Votes will be counted by the inspector of election appointed for the meeting, who will separately count “For,”
“Against” and “Abstain” and broker non-votes (described below, if applicable) for Proposals 1 and 2. Abstentions
and broker non-votes will not be counted as votes cast for any proposal.
If your shares are held by your broker, bank or other agent as your nominee (that is, in “street name”), you
will need to obtain a voting instruction form from the institution that holds your shares and follow the instructions
included on that form regarding how to instruct your broker, bank or other agent to vote your shares. If you do not
give instructions to your broker, bank or other agent, they can vote your shares with respect to discretionary items,
but not with respect to non-discretionary items. Under the rules of the New York Stock Exchange, the election of
directors (Proposal 1) are considered non-discretionary items while the ratification of the selection of Moss Adams
LLP as our independent registered public accounting firm (Proposal 2) is considered a discretionary item.
Accordingly, if your broker holds your shares in its name, the broker is not permitted to vote your shares on
Proposal 1, but is permitted to vote your shares on Proposal 2 even if it does not receive voting instructions from
you because Proposal 2 is considered discretionary. When a broker votes a client’s shares on some but not all of the
proposals at the annual meeting, the missing votes are referred to as broker non-votes. Broker non-votes will be
included in determining the presence of a quorum at the annual meeting but are not considered present or a vote cast
for purposes of voting on the non-discretionary items. Please vote your proxy so your vote can be counted.
How many votes are needed to approve each proposal?
Under Washington corporation law, our Articles of Incorporation and our bylaws, if a quorum exists, the
approval of any corporate action taken at a shareholder meeting is based on votes cast. “Votes cast” means votes
actually cast “For” or “Against” Proposals 1 and 2, whether by proxy or in person. Abstentions and broker non-votes
(discussed previously) are not considered “votes cast.” Each outstanding share entitled to vote with respect to the
subject matter of an issue submitted to a meeting of the shareholders shall be entitled to one vote per share.
Proposal 1. As described in more detail below under “Election of Directors,” we have adopted majority
voting procedures for the election of directors in uncontested elections. As this is an uncontested election, the
director nominees will be elected if the votes cast “For” a nominee’s election exceed the votes cast “Against” the
director nominee. There is no cumulative voting for the election of directors.
Proposal 2. For the ratification of the selection of our independent registered public accounting firm for fiscal
2022, if the number of “For” votes exceeds the number of “Against” votes, then Proposal 2 will be ratified.
If you abstain from voting on any of the proposals, or if a broker or bank indicates it does not have
discretionary authority to vote on any particular proposal, the shares will be counted for the purpose of determining
if a quorum is present, but will not be included in the vote totals as a vote cast with respect to the proposal in
question. Furthermore, any abstention or broker non-vote (a broker non-vote is explained previously in “How are
votes counted”) will have no effect on the proposals to be considered at the meeting since these actions do not
represent votes cast by shareholders.
How can I find out the results of the voting at the annual meeting?
Preliminary voting results will be announced at the annual meeting. Final voting results will be published on
Form 8-K with the Securities and Exchange Commission (“SEC”) within four business days after the annual
meeting.
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Director Qualifications
The board of directors believes that it is necessary for each of the Company’s directors to possess many
qualities and skills and the composition of our board of directors has been designed to allow for expertise in
differing skill sets. The governance and nominating committee is responsible for assisting the board in matters of
board organization and composition and in establishing criteria for board membership. A detailed discussion of
these criteria and how they are utilized is set forth below under “Membership Criteria for Board Members.” Also,
the procedures for nominating directors are set forth below under “Director Nomination Procedures.”
Information as of the date of this proxy statement about each nominee for election this year and each other
current director is included below under “Election of Directors.” The information presented includes information
each director has given us about his or her age, all positions he or she holds, his or her principal occupation and
business experience for the past five years and the names of other publicly-held companies of which he or she
currently serves as a director or has served as a director during the past five years. In addition, information is also
presented below regarding each nominee’s and current director’s specific experience, qualifications, attributes and
skills that led our board to the conclusion that he or she should serve as a director. We also believe that all of our
director nominees and current directors have a reputation for integrity, honesty and adherence to high ethical
standards.
Information about the number of shares of common stock beneficially owned by each director appears under
the heading “Security Ownership of Certain Beneficial Owners and Management.” There are no family relationships
among any of the directors and executive officers of the Company.
Board Leadership
We separate the roles of Chief Executive Officer (“CEO”) and Chairman of the Board (“Chairman”) in
recognition of the differences between the two roles. Our CEO, Richard M. Brooks, is responsible for setting the
strategic direction for the Company and the day to day leadership and performance of the Company, while our
Chairman, Thomas D. Campion, provides guidance to the CEO and sets the agenda for board meetings and presides
over meetings of the full board of directors. Because Mr. Campion is an employee of the Company and is therefore
not “independent,” our board has appointed Travis D. Smith, as the Company’s lead independent director. The lead
independent director has responsibility to:
•

call, lead and preside over meetings of the independent directors, which meet in private executive
sessions at each board meeting;

•

call special meetings of the board of directors on an as-needed basis;

•

set the agenda for executive sessions of meetings of the independent directors;

•

facilitate discussions among the independent directors on key risks and issues and concerns outside of
board meetings;

•

brief the Chairman and CEO on issues that arise in executive session meetings;

•

serve as a non-exclusive conduit to the Chairman and CEO of views, concerns and issues of the
independent directors; and

•

collaborate with the Chairman and CEO on setting the agenda for board meetings.
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Membership Criteria for Board Members
The governance and nominating committee of the board is responsible for establishing criteria for board
membership. This criteria includes, but is not limited to, personal and professional ethics, training, commitment to
fulfill the duties of the board of directors, commitment to understanding the Company’s business, commitment to
engage in activities in the best interest of the Company, independence, industry knowledge and contacts, financial
and accounting expertise, leadership qualities, public company board of director and committee experience and
other relevant experience and qualifications. These criteria are referenced in the Company’s Corporate Governance
Guidelines and in Exhibit A to the governance and nominating committee’s charter, both available at
http://ir.zumiez.com under the “Governance” section. The board also has the ability to review and add other criteria,
from time to time, that it deems relevant. Specific weights are not assigned to particular criteria and no particular
criterion is necessarily applicable to all prospective nominees.
The criteria referenced above are used as guidelines to help evaluate the experience, qualifications, skills and
diversity of current and potential board members. With respect to diversity, we broadly construe it to mean diversity
of race, gender, age, geographic orientation and ethnicity, as well as diversity of opinions, perspectives, and
professional and personal experiences. Nominees are not discriminated against on the basis of race, religion,
national origin, sexual orientation, disability or any other basis proscribed by law. The board believes that the
backgrounds and qualifications of the directors, considered as a group, should provide a significant composite mix
of experience, knowledge and abilities that will allow the board to fulfill its responsibilities.
Risk Oversight
The board takes an active role, as a whole and also at the committee level, in helping the Company evaluate
and plan for the material risks it faces, including operational, financial, legal, regulatory, strategic and reputational
risks. The Company utilizes a risk management and oversight framework built upon eight key practices identified by
the National Association of Corporate Directors (the “NACD”) for effective board oversight of risk, as follows:
•`

clarify the roles of the Board, Committees, and Management,

•

understand the Company’s risk profile,

•

define the Company’s risk appetite,

•

integrate strategy, risk, and performance discussions,

•

ensure transparent and dynamic risk reporting,

•

reinforce clear accountability for risk,

•

verify that the mitigation reduces risk exposure, and

•

assess risk culture.

The Company also believes that the ownership and the management of risk is best thought about through the
Company’s cultural lens of empowerment and the related corollary principle of accountability. In this way, a person
who is primarily responsible for the execution of a task or function is also the person who is primarily responsible or
accountable for all related aspects of that task or function, including the management of risk associated thereof. In
other words, management of risk is integrated into the Company’s business decision making process. In addition,
during the December board of directors meeting, the board and management discuss, evaluate and assess risk in
connection with the Company’s five-year planning process. In connection with this review, the key strategic and
operational risks of the Company are reviewed and discussed. These key strategic and operational risks are grouped
by (1) the type of risk (external or internal in nature) and (2) the Company’s ability to control and respond to the
risk. The relative importance or priority of the risks are discussed as well as whether any corresponding risk
mitigation measures have been identified and implemented.
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For topics inherent to a particular board committee or otherwise set forth in a committee charter, that
particular committee has primary responsibility for the topic with the full board having secondary accountability.
For example, the audit committee discusses with management the Company’s major financial risk exposures and the
steps management has taken to monitor and control such exposures, including the Company’s risk assessment and
risk management policies and its oversight of cybersecurity risk. The compensation committee is responsible for
overseeing the management of risks relating to the Company’s executive compensation plans and arrangements. The
governance and nominating committee manages risks associated with corporate governance, including risks
associated with the independence of the board and reviews risks associated with potential conflicts of interest
affecting directors and executive officers of the Company. While each committee is responsible for evaluating
certain risks and overseeing the management of such risks, the entire board is regularly informed through committee
reports about such risks. Furthermore, at least annually, the board conducts an independent session where they
outline the risks that they believe exist for the Company and the broader retail industry and compares these with the
strategic and operational risks outlined by management in connection with the five-year planning process discussed
above. Additionally, the board exercises its risk oversight function in approving the annual budget and quarterly reforecasts and in reviewing the Company’s long-range strategic and financial plans with management. The board’s
role in risk oversight has not had any effect on the board’s leadership structure.
Director Compensation
The goal of our director compensation is to help attract, retain and reward our non-employee directors and
align their interests with those of the shareholders. Our desired goal for total director compensation (cash and
equity) is to be at the 50th percentile of comparable companies based on our compensation consultant’s competitive
survey results.
The Company pays its non-employee directors an annual fee for their services as members of the board of
directors. Each non-employee director receives an annual cash retainer of $70,000 and the lead independent director
receives an additional $35,000. The audit committee chairperson receives an additional $25,400 per year, the
compensation committee chairperson receives and additional $19,000 per year and the governance & nominating
committee chairperson receives an additional $16,500. Directors appointed in an interim period receive pro-rata
retainer fees based on the number of meetings they attend between annual shareholder meetings. The committee
chairperson and the respective committee members are paid rates commensurate with the duties and responsibilities
inherent within the position held.
Additionally, the Company issues restricted stock awards to its non-employee directors. The board believes
such awards provide alignment with the interests of our shareholders. Directors appointed in an interim period
receive pro-rata restricted stock awards based on the number of meetings they attend between annual shareholder
meetings.
The Company reimburses all directors for reasonable expenses incurred to attend meetings of the board of
directors. Non-employee directors may elect to have a portion, or all, of their annual retainer be used for the
reimbursement of travel expenses in excess of those that the Company considers to be reasonable.
The following table discloses the cash paid and stock awards earned by each of the Company’s non-employee
directors during the fiscal year ending January 29, 2022:
Fees Earned
or Paid in
Cash
($)

Name

Stock
Awards (1)
($)

Total
($)

Travis D. Smith................................................
Steven P. Louden .............................................
Scott A. Bailey .................................................

105,000
95,400

90,000
90,000

195,000
185,400

89,000

90,000

179,000

Kalen F. Holmes (2).........................................

86,500

90,000

176,500

Liliana Gil Valletta ..........................................

70,000

90,000

160,000

James P. Murphy..............................................

70,000

90,000

160,000
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(1) This column represents the aggregate grant-date fair value of restricted stock awards calculated in accordance
with FASB ASC Topic 718, excluding the impact of estimated forfeitures related to service based vesting
conditions. For assumptions used in determining these values, please see Note 2 (listed under Stock-Based
Compensation) in the Notes to Consolidated Financial Statements in our fiscal 2021 Form 10-K.
On June 2, 2021, the day of the annual shareholder meeting, the Company awarded 2,018 shares of restricted
stock to each of the current directors with a grant-date fair value of $90,000. The stock awards will vest on the
earlier of June 2, 2022 or at the end of the directors scheduled term, if applicable.
(2) Kalen Holmes’ term will end on June 1, 2022 and she will not seek re-election for the term ended in 2025.
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PROPOSAL 1
ELECTION OF DIRECTORS
The Company currently has eight director positions. The directors are divided into three classes so that
approximately one-third of the directors are elected each year for three-year terms. The Company believes that a
classified board promotes continuity of experience and an orderly succession of directors, which, in turn, increases
the stability of the Company and encourages a long-term corporate perspective. Directors are elected to hold office
until their successors are elected and qualified, or until resignation or removal in the manner provided in our bylaws.
Two directors are nominees for election this year and each has consented to serve a three-year term ending in 2025.
The remaining directors will continue to serve the terms set out below.
The nominees for director in an uncontested election, such as this one, will be elected if the votes cast in favor
of a nominee’s election exceed the votes cast opposing such nominee’s election. Abstentions and broker non-votes
are not considered “votes cast.” Likewise, a share otherwise present at the meeting as to which a shareholder gives
no authority or direction to vote is also not considered a “vote cast.”
In a contested election, the directors shall be elected by a plurality of the votes cast. A “contested election”
means an election of directors of the Company in which the number of nominees for any election of directors
nominated by (i) the board of directors, or (ii) any shareholder pursuant to Article 1, Section 10 of the Company’s
bylaws, or (iii) a combination of nominees by the board of directors and any shareholder pursuant to Article I,
Section 10 of the Company’s bylaws, exceed the number of directors to be elected.
A nominee for director in an uncontested election who does not receive the requisite votes for election, but
who was a director at the time of the election, shall continue to serve as a director for a term that shall terminate on
the date that is the earlier of: (i) ninety (90) days from the date on which the voting results of the election are
certified, (ii) the date on which an individual is selected by the board of directors to fill the office held by such
director, which selection shall be deemed to constitute the filling of a vacancy by the board of directors, or (iii) the
date the director resigns. Except in the foregoing sentence, a director who failed to receive a majority vote for
election will not participate in the filling of his or her office. If none of the directors receive a majority vote in an
uncontested election, then the incumbent directors (a) will nominate a slate of directors and hold a special meeting
for the purpose of electing those nominees as soon as practicable, and (b) may in the interim fill one or more offices
with the same director(s) who will continue in office until their successors are elected. If, for any reason, the
directors shall not have been elected at any annual meeting, they may be elected at a special meeting of shareholders
called for that purpose in the manner provided by the Company’s bylaws.
The following tables set forth information regarding our eight directors as of January 29, 2022.
Director Composition (as of 1/29/2022)
Name

Thomas D. Campion
Richard M. Brooks
Scott A. Bailey
Kalen F. Holmes
Steven P. Louden
James P. Murphy
Travis D. Smith
Liliana Gil Valletta

Current Position with the Company

Co-founder and Chairman of the Board
Chief Executive Officer and Director
Director
Director
Director
Director
Director
Director
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Board Diversity Matrix (as of 1/29/2022)
Male

Non-Binary

Did Not
Disclose
Gender

2

6

0

0

0

0

0

0

Female

Gender Identity:
Number of directors based on gender identity .........................
Number of directors who identify in any of the categories below:
African American or Black ......................................................
Alaskan Native or Native American.........................................

0

0

0

0

Asian.........................................................................................

0

0

0

0

Hispanic or Latinx ....................................................................

1

0

0

0

Native Hawaiian or Pacific Islander.........................................

0

0

0

0

White ........................................................................................

1

6

0

0

Two or More Races or Ethnicities............................................

0

0

0

0

LGBTQ+(1) ...............................................................................
Did Not Disclose Demographic Background ...........................

0
0

(1) Someone who self-identified as lesbian, gay, bisexual, transgender, or a member of the queer community.
We invite and recommend all of our directors and the nominees for director to attend our annual meeting of
shareholders.
Nominees for Election for Terms Expiring in 2025
Travis D. Smith, 49, was appointed to our board of directors in August 2012. Mr. Smith has been the Chief
Executive Officer of Electronic Auction Services, Inc, a division of Health Trust, a leading group purchasing
organization and supply chain performance company for healthcare, since April 2016. He also serves on their Board
of Directors. Prior to his employment with Electronic Auction Services, Inc., he was the CEO and President of JoAnn Fabric and Craft stores from August 2011 until August 2014. Mr. Smith began his career with Jo-Ann in 2006
serving as the Executive Vice President, Merchandising and Marketing. In February 2009, Mr. Smith was named
Chief Operating Officer and added the duties of President in February 2010, then Chief Executive Officer in August
2011. Prior to his employment with Jo-Ann, Mr. Smith held merchandising and marketing positions of increasing
responsibility with Fred Meyer Stores, a division of the Kroger Company, ultimately serving as Senior Vice
President, General Merchandise. Mr. Smith has also served on the Board of Directors of Pendleton Woolen Mills
since February of 2016. Mr. Smith is a graduate of the University of Notre Dame with a Bachelor’s Degree in
Business Marketing and Communications.
Director Qualifications: Mr. Smith’s background in retailing and in particular merchandising, marketing and
leadership roles adds important and relevant experience to the Company’s board of directors. Mr. Smith also brings
experience in brand building, retail brick and mortar and direct to customer operations.
Scott A. Bailey, 58, was appointed to our board in February 2016. Mr. Bailey is CEO of Path Projects, a
running apparel company that he founded in 2017 that sells shorts, shirts, hats and base layers designed for runners
directly to consumers. From 2002 to 2015 Mr. Bailey was the CEO and co-founder of One Distribution Company, a
leading skate-inspired apparel and footwear company whose brands included KR3W Denim and SUPRA Footwear.
KR3W is a lifestyle brand born out of the skateboard culture on the streets of Southern California in 2003 and is
known for its denim apparel and SUPRA was launched in 2006 as a premium footwear brand known for its premium
high top sneakers. Prior to One Distribution, Mr. Bailey was the co-founder of Split Inc., a youth culture men’s and
women’s apparel brand founded in the early 1990s.
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Director Qualifications: Mr. Bailey brings a unique brand and vendor perspective to the Company’s board of
directors. He has had over a 25 year career as a co-founder and CEO of influential brands in the apparel and
footwear space and his experience in growing and building brands both domestically and internationally will be
beneficial to the board of directors in an ever changing consumer environment. Also, his understanding of the youth
lifestyle customer is also very valuable to the Company.
THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE ELECTION OF EACH NOMINEE PREVIOUSLY
NAMED
Director with Term Expiring in 2022
Kalen F. Holmes, 55, was appointed to our board in December 2014. Ms. Holmes served as an Executive
Vice President of Partner Resources (Human Resources) at Starbucks Corporation from November 2009 until her
retirement in February 2013. Prior to her employment with Starbucks, Ms. Holmes held a variety of leadership roles
with HR responsibility for Microsoft Corporation from September 2003 through November 2009. Prior to joining
Microsoft, Ms. Holmes served in a variety of industries, including high-tech, energy, pharmaceuticals and global
consumer sales. She serves on the Board of Directors and as Chairperson of the Compensation Committee of Red
Robin Gourmet Burgers, Inc. She serves on the Board of Directors of One Medical and is the Chairperson of its
Compensation Committee. She also served on the Board of Directors for the YWCA King and Snohomish counties
and on the Advisory Board for the Pacific Northwest Ballet. Ms. Holmes holds a Bachelor of Arts in Psychology
from the University of Texas and a Master of Arts and a Ph.D. in Industrial/Organization Psychology from the
University of Houston. Ms. Holmes’ term will end on June 1, 2022 and she will not seek re-election for the term
ended in 2025.
Director Qualifications: Ms. Holmes’ extensive expertise in human resources and people development adds
important and relevant experience to the Company’s board of directors. Her background in a variety of industries,
including retail, provides insight and experience in successfully developing and executing long term strategy related
to operations and human resources. In addition, she has experience with large international organizations as they
grew in scale to become large multinational corporations and this experience will be beneficial to the Company as it
grows in size and scale.
Continuing Directors Whose Terms Expire in 2023
Thomas D. Campion, 73, is one of our co-founders and has served on our board of directors since our
inception in 1978. Mr. Campion has held various senior management positions during this time, including serving as
our Chairman since June 2000. From November 1970 until August 1978, he held various management positions
with JC Penney Company. Mr. Campion holds a B.A. in Political Science from Seattle University. He is the trustee
of the Campion Foundation, a nonprofit organization focused on ensuring that biologically important ecosystems in
Northwestern North America are preserved. The Foundation also works on homelessness issues in the Pacific
Northwest. He is also a trustee of the Campion Advocacy Fund, a 501(c)(4) organization that was founded to
support and strengthen efforts to end homelessness in the U.S. and protect wilderness in western North America
through direct advocacy and political engagement.
Director Qualifications: Mr. Campion’s knowledge as a retailer and as the co-founder of the Company
provides the board with invaluable insight into the Company’s business and its unique culture. Mr. Campion
provides generational leadership, sales, marketing, merchandising and brand building experience and expertise.
Mr. Campion’s particular knowledge and experience with Zumiez and its competition helps the Company formulate
short and long-term strategies that have contributed to Zumiez differentiating itself in the specialty niche of lifestyle
retailing. As one of the Company’s largest shareholders, Mr. Campion’s interests are aligned with other Zumiez
shareholders’ interests to increase the long-term value of the Company.
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Liliana Gil Valletta, 44, was appointed to our board in July 2019. Ms. Gil Valletta is the co-founder and CEO
of Cien+ (since 2010) and Culturintel (since 2018), both of which are based in New York City and have offices
throughout the U.S. and Colombia. Cien+ and Culturintel, collectively provide business consulting, big-data
analytics, and marketing solutions for companies to help successfully turn cultural trends into opportunities for
business success. Previously, Ms. Gil Valletta held a variety of marketing and supply chain roles at Johnson &
Johnson, including serving as Global Marketing Services Director overseeing global strategy and agency contracting
for the U.S. and EMEA regions. Ms. Gil Valletta also presently serves as an Operating Executive Board Member of
AUA Private Equity Partners, a private equity firm that focuses on family-owned businesses benefiting from the
growth of the U.S. Hispanic population. She also serves on the board of the YMCA of the USA and the Hispanic
Chamber Fund. Ms. Gil Valletta earned a M.B.A. from the University of Colorado at Colorado Springs, an executive
degree in Global Leadership and Public Policy from The Harvard Kennedy School at Harvard University and a B.A.
in Business Administration from Southwestern Adventist University.
Director Qualifications: Ms. Gil Valletta’s extensive experience in marketing and understanding and
connecting with consumers from a cultural perspective provides unique insight to the Company’s board of directors.
Her insights and perspective in this area are valuable to the Company in helping it understand its diverse customer
base. She also brings experience in operating an international business.
Continuing Directors Whose Terms Expire in 2024
Richard M. Brooks, 62, has served as our CEO since June 2000. From August 1993 through June 2000, he
served as a Vice President and our Chief Financial Officer. From November 1989 until February 1992, Mr. Brooks
was with Interchecks, Inc., a subsidiary of Bowater PLC, as a finance officer. Mr. Brooks was with Deloitte,
Haskins & Sells, currently known as Deloitte LLP, from July 1982 to March 1989. Mr. Brooks holds a B.A. in
Business from the University of Puget Sound. Mr. Brooks serves on the Board of Directors of Stance, Inc. and is a
trustee of the Brooks Foundation, a non-profit organization.
Director Qualifications: Mr. Brooks’ day to day leadership as our CEO provides him with detailed knowledge
of our business and operations. Mr. Brooks provides generational leadership, sales, marketing, merchandising and
brand building experience and expertise. Mr. Brooks has demonstrated a record of innovation, achievement and
leadership. This experience provides the board with a unique perspective into the operations and vision of Zumiez.
Mr. Brooks’ particular knowledge and experience with Zumiez and its competition helps the Company formulate
short and long-term strategies that have helped Zumiez differentiate itself in the specialty niche of lifestyle retailing.
As one of the Company’s largest shareholders, Mr. Brooks’ interest is aligned with other Zumiez shareholders’
interests to increase the long-term value of the Company.
Steven P. Louden, age 50, is currently the Chief Financial Officer of Roku, Inc., where he has served in this
role since June 2015. From May 2009 to June 2015, Mr. Louden served in various capacities at Expedia, Inc., an
Internet travel company, including as its Vice President, Corporate Finance and most recently serving as its
Treasurer. Prior to joining Expedia, Mr. Louden has also previously held finance, strategy and planning roles at
Washington Mutual, Inc., McKinsey & Company and the Walt Disney Company, and began his career as a financial
analyst with Merrill Lynch and Co., Inc. Mr. Louden holds a B.A. in Economics and Mathematics from Claremont
McKenna College and an M.B.A. from Harvard Business School.
Director Qualifications: Mr. Louden brings financial expertise to the Company’s board of directors as well as
leadership strategic development experience and experience with digital and media streaming businesses.
James P. Murphy, 69, was appointed to our board in January 2021 and currently serves as the EVP, COO of
Costco Wholesale’s International Division. Mr. Murphy has been responsible for directing the expansion and
operations of Costco’s businesses outside of North America since 2004 and is a member of Costco’s executive
committee. Prior to his current position he held a variety of leadership roles including SVP - International, SVP Europe, SVP - Northeast Region and VP Operations - Northern California. Prior to joining Costco in 1987 he
worked for Lucky Stores in a variety of operational roles beginning in 1971. Mr. Murphy has served and continues
to serve on a variety of non-profit boards including the University of Portland Board of Regents and the College
Success Foundation, where he serves as Vice-Chair. Mr. Murphy earned a M.B.A. from the University of Portland
and a B.S. in Business Administration from the University of Southern California.
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Director Qualifications: Mr. Murphy’s background as an executive leader with a leading global retailer brings
relevant leadership and retail experience to Zumiez. His deep experience in international retail operations around
the globe provides Zumiez with insight into international operations and strategies as Zumiez continues to grow its
operations around the world.
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CORPORATE GOVERNANCE
Independence of the Board of Directors and its Committees
As required under Nasdaq listing rules, a majority of the members of a listed company’s board of directors
must qualify as “independent,” as affirmatively determined by the board of directors. Our board of directors consults
with our counsel to ensure that the board’s determinations are consistent with all relevant securities and other laws
and regulations regarding the definition of “independent,” including those set forth in applicable Nasdaq listing
rules, as in effect from time to time.
Consistent with these considerations, after review of all relevant transactions or relationships between each
director or any of his or her family members and the Company, our senior management and our independent
auditors, our board of directors has affirmatively determined that all of our directors are independent directors within
the meaning of the applicable Nasdaq listing rules, except for our Chairman, Mr. Campion, and CEO, Mr. Brooks.
As required under applicable Nasdaq listing rules, our independent directors meet in regularly scheduled
executive sessions at which only independent directors are present. All of the committees of our board of directors
are comprised of directors determined by the board to be independent within the meaning of the applicable Nasdaq
listing rules.
Director Tenure; No Term Limits
The Board currently believes it is not necessary to institute term limits for Directors. Directors who serve on
the Board for an extended period of time are able to provide valuable insight into the operations and future of the
Company based on their experience with, and understanding of, the Company and its history, policies and
objectives. The Board believes that, as an alternative to term limits, it can ensure that the Board continues to evolve
and adopt new viewpoints through its evaluation and nomination process and procedures.
Other Company Board and Committee Service
The Company values the experience directors bring from other boards on which they serve, but recognizes
that those boards may also present demands on a director’s time and availability and may present conflicts or legal
issues. Directors are required to advise the Chair of the Governance and Nominating Committee and the CEO
before accepting membership on other boards of directors, membership on the audit committee of the other boards
in particular, or other significant commitments involving affiliation with other businesses or governmental units.
Accordingly, no director may serve on over five public company boards (including the Company's Board) and
no member of the Audit Committee may serve on over three public company audit committees (including the
Company's Audit Committee). In addition, directors who serve as CEOs or in equivalent positions generally should
not serve on over two public company boards (including the Company's Board) besides their employer's board.
Certain Relationships and Related Transactions
The Company committed charitable contributions to the Zumiez Foundation of $1.6 million in fiscal 2021 and
$1.2 million in fiscal year ending January 30, 2021 (“fiscal 2020”). Our Chairman, Thomas D. Campion, is the
Chairman of the Zumiez Foundation.
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Policy and Procedures with Respect to Related Person Transactions
The Company recognizes that Related Person Transactions (defined as transactions, arrangements or
relationships in which the Company was, is or will be a participant and the amount involved exceeds $10,000, and in
which any Related Person (defined below) had, has or will have a direct or indirect interest) may raise questions
among shareholders as to whether those transactions are consistent with the best interests of the Company and its
shareholders. It is the Company’s written policy to enter into or ratify Related Person Transactions only when the
board of directors, acting through the audit committee of the board of directors, determines that the Related Person
Transaction in question is in, or is not inconsistent with, the best interests of the Company and its shareholders,
including but not limited to situations where the Company may obtain products or services of a nature, quantity or
quality, or on other terms, that are not readily available from alternative sources or when the Company provides
products or services to Related Persons on an arm’s length basis on terms comparable to those provided to unrelated
third parties or on terms comparable to those provided to employees generally. A summary of the Company’s
policies and procedures with respect to review and approval of Related Person Transactions are set forth below.
“Related Persons” are defined as follows:
•

any person who is, or at any time since the beginning of the Company’s last fiscal year was, a director or
executive officer of the Company or a nominee to become a director of the Company;

•

any person who is known to be the beneficial owner of more than 5% of any class of the Company’s
voting securities;

•

any immediate family member of any of the foregoing persons, which means any child, stepchild, parent,
stepparent, spouse, sibling, mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law, or
sister-in-law of the director, executive officer, nominee or more than 5% beneficial owner, and any person
(other than a tenant or employee) sharing the household of such director, executive officer, nominee or
more than 5% beneficial owner; and

•

any firm, corporation or other entity in which any of the foregoing persons is employed or is a general
partner or principal or in a similar position or in which such person has a 5% or greater beneficial
ownership interest.

Directors and executive officers are required to submit to the audit committee a list of immediate family
members and a description of any current or proposed Related Person Transactions on an annual basis and provide
updates during the year.
In its review of any Related Person Transactions, the audit committee shall consider all of the relevant facts
and circumstances available to the audit committee, including (if applicable) but not limited to: the benefits to the
Company; the impact on a director’s independence in the event the Related Person is a director, an immediate family
member of a director or an entity in which a director is a partner, shareholder or executive officer; the availability of
other sources for comparable products or services; the terms of the transaction; and the terms available to unrelated
third parties or to employees generally. No member of the audit committee shall participate in any review,
consideration or approval of any Related Person Transaction with respect to which such member or any of his or her
immediate family members is the Related Person. The audit committee shall approve or ratify only those Related
Person Transactions that are in, or are not inconsistent with, the best interests of the Company and its shareholders
as the audit committee determines in good faith. The audit committee shall convey the decision to the CEO, Chief
Legal Officer or the Chief Financial Officer, who shall convey the decision to the appropriate persons within the
Company.
Policy on Insider Trading
In general, employees of the Company and its directors are subject to a separate insider trading policy that
prohibits them from buying, selling or transferring the Company’s securities except during pre-determined window
periods, which generally commences one full business day after the public announcement of the Company’s
quarterly or annual earnings and ending on the day four weeks thereafter, except for the December window period
which only lasts for two weeks.
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Employees and directors are prohibited from buying, selling or transferring the Company’s securities, even
within the window period, if they are aware of any material non- public information. Material information is
information that might affect the Company’s stock price or otherwise be of significance to an investor who is
determining whether to purchase, sell or hold the Company’s securities.
Policy on Derivative Securities and Hedging Activities
The Company maintains a policy related to derivative securities and hedging activities as these securities and
activities may put the personal interests and objectives in conflict with the best interests of the Company and its
shareholders. Absent the prior written consent of the CFO or the Chief Legal Officer, individuals who are subject to
this policy (including immediate family members), may not purchase, sell and trade-in options, warrants, puts and
calls, or similar instruments or engage in derivative securities involving or relating to the Company’s securities. In
addition, without the prior written consent of the CFO or the Chief Legal Officer, hedging or monetization
transactions such as zero-cost collars and forward sale contracts that allow a person to lock in a portion of the value
of his or her shares, often in exchange for all or part of the potential for upside appreciation in the shares, are
prohibited.
Anti-Pledging Policy
Our insider trading policy prohibits individuals who are subject to the policy (including immediate family
members) from holding the Company’s securities in a margin account or pledging Company securities as collateral
for a loan.
Information Regarding the Board of Directors and its Committees
Our board has established an audit committee, compensation committee and governance and nominating
committee. The board has adopted a written charter for each committee. The charters of these three committees are
posted on the Company’s website and can be accessed free of charge at http://ir.zumiez.com and are available in
print to any shareholder who requests them. The composition of our board committees complies with the applicable
a
rules of the SEC and Nasdaq. The board has determined that Steven P. Louden is an audit committee financial
expert as defined in the rules
r
of the SEC. The following table displays the composition of our board of director
committee assignments as of January 29, 2022:
Audit Committee

Governance & Nominating
Committee

Compensation Committee

Travis D. Smith ...................
Steven P. Louden

................

Kalen F. Holmes.....................
Scott A. Bailey .......................
Liliana Gil Valletta.................
James P. Murphy ...................
Chairperson

Lead Independent
Director

Member
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Audit Committee
Financial Expert

Audit Committee
As more fully described in its charter, our audit committee has responsibility for, among other things:
•

the sole authority to appoint, determine the funding for and oversee the independent registered public
accounting firm;

•

assisting our board in monitoring the integrity of our financial statements and other SEC filings;

•

discussing with our management and our independent registered public accounting firm significant
financial reporting issues and judgments and any major issues as to the adequacy of our internal controls;

•

reviewing our annual and quarterly financial statements prior to their filing with the SEC and prior to the
release of our results of operations;

•

reviewing the independence, performance and qualifications of our independent registered public
accounting firm and presenting its conclusions to our board and approving, subject to permitted
exceptions, any non-audit services proposed to be performed by the independent registered public
accounting firm;

•

oversight of the performance of the Company’s internal audit function; and

•

reviewing its charter at least annually for appropriate revisions.

The audit committee has the power to investigate any matter brought to its attention within the scope of its
duties and to retain counsel for this purpose where appropriate.
Governance and Nominating Committee
As more fully described in its charter, our governance and nominating committee has the responsibility for,
among other things:
•

recommending persons to be selected by the board as nominees for election as directors and as chief
executive officer;

•

assessing our directors’ and our board’s performance;

•

making recommendations to the board regarding membership and the appointment of chairpersons of the
board’s committees;

•

recommending director compensation and benefits policies;

•

reviewing its charter at least annually for appropriate revisions; and

•

recommending to the board other actions related to corporate governance principles and policies.

Compensation Committee
As more fully described in its charter, our compensation committee has responsibility for, among other things:
•

establishing the Company’s philosophy, policies and strategy relative to executive compensation,
including the mix of base salary, short-term and long-term incentive and equity based compensation
within the context of the stated policies and philosophy including management development and
succession planning practices and strategies;

•

reviewing corporate goals and objectives relevant to compensation of our CEO and other senior
executives including review and approval of performance measures and targets for all executive officers
participating in the annual executive non-equity incentive bonus plan and certify achievement of
performance goals after the annual measurement period to permit bonus payouts under the plan;

•

determining and approving our CEO’s compensation and making recommendations to the board with
respect to compensation of other executive employees, including any special discretionary compensation
and benefits;
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•

administering our incentive compensation plans and equity based plans and making recommendations to
the board with respect to those plans;

•

making recommendations to our board with respect to the compensation of directors;

•

the sole authority to appoint, determine the funding for and oversee the independent compensation
consultant; and

•

reviewing its charter at least annually for appropriate revisions.

Succession Planning
Our CEO and board of directors review at least annually the succession plan of our CEO and each of our
named executive officers (“NEO” or “NEOs”). The board of directors conducts an annual review of, and provides
approval for, our management development and succession planning practices and strategies.
Our CEO provides an annual report to the board of directors assessing senior management and their potential
successors. As part of this process, contingency plans are presented in the event of our CEO’s termination of
employment for any reason (including death or disability). The report to the board of directors also contains the
CEO’s recommendation as to his successor. The full board of directors has the primary responsibility to develop
succession plans for the CEO position.
Meetings of the Board of Directors and Board and Committee Member Attendance
In fiscal 2021, our board of directors met ten times, the governance and nominating committee met four times,
the audit committee met four times and the compensation committee met three times. The board of directors and the
committees acted by unanimous written consent when required during the last fiscal year. All of our directors
attended more than 75% of the eligible board and committee meetings. The Company has a formal policy pursuant
to which members of the board of directors are expected to attend annual shareholder meetings absent unusual
circumstances that make attendance impracticable.
Shareholder Communications with the Board of Directors; Shareholder Engagement
The Company has a process by which shareholders may communicate directly with directors, including nonemployee directors, by mailing such communication to the board of directors in care of the Company’s Secretary, at
the Company’s headquarters in Lynnwood, Washington. The mailing envelope must contain a clear notation
indicating that the enclosed letter is a “Shareholder-Board Communication” or “Shareholder-Director
Communication.” All such letters must identify the author as a shareholder and clearly state whether the intended
recipients are all members of the board or just certain specified individual directors. The Secretary will make copies
of all such letters and circulate them to the appropriate director or directors. All such communications will be
forwarded to the intended director(s) without editing or screening. If these foregoing procedures are modified, then
updated procedures will be posted on the Company’s corporate website.
The Company maintains an active dialogue with shareholders to ensure a diversity of perspectives are
thoughtfully considered. The Board believes that the responsibility lies with management for communications and
relationships on behalf of the Company with institutional investors, the media, and customers. Therefore, the Board
may participate occasionally in such interaction, but will generally do so only at the request of or with the prior
knowledge of management. It has been the Company’s practice for the Lead Independent Director to periodically
accompany management to meetings with the Company’s institutional investors.
Code of Conduct and Ethics
Our board has adopted a code of conduct and ethics applicable to our directors, executive officers, including
our chief financial officer and other of our senior financial officers, and employees in accordance with applicable
rules and regulations of the SEC and Nasdaq. The code of conduct is available at http://ir.zumiez.com under the
“Governance” section.
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Corporate Governance Guidelines
Our board has adopted corporate governance guidelines that provide an overview of the governance structure
maintained at the Company and policies related thereto. The guidelines are available at http://ir.zumiez.com under
the “Governance” section.
Executive Compensation Recovery Policy
The Company maintains an executive compensation recovery policy. Pursuant to this policy, the Company
may recover incentive income that was based on the achievement of quantitative performance targets if the
executive officer engaged in fraud or intentional misconduct that resulted in an increase in his or her incentive
income. Incentive income includes all incentive income and compensation that the compensation committee
considers to be appropriate based upon the circumstance.
The compensation committee has the sole discretion to administer this policy and take actions under it,
including soliciting recommendations from the audit committee and the full board of directors and retaining outside
advisors to assist in making its determinations. The actions taken by the compensation committee are independent of
any action imposed by law enforcement agencies, regulators or other authorities.
Director Nomination Procedures
The nominations to the board of directors were completed by the governance and nominating committee. The
governance and nominating committee has established board membership criteria (discussed above, under the
section entitled “Membership Criteria for Board Members”) and the procedures for selecting new directors.
Nominations to the board of directors are completed using procedures in accordance with the charter of the
governance and nominating committee including the director qualifications, criteria and skills as outlined in such
charter. These procedures include:
•

Initial review of potential director candidates by the committee as submitted by the independent directors
of the board based on our established criteria for board membership including (without limitation)
experience, skill set, diversity and the ability to act effectively on behalf of the shareholders and such
other criteria as the committee may deem relevant from time to time.

•

Each director candidate was put forth for consideration as a director candidate independently by our
independent directors based on their knowledge of the candidates. None of our independent directors had
a relationship with any candidates that would impair his or her independence. Each candidate’s biography
was reviewed by each member of the committee with the intention that each candidate would bring a
unique perspective to benefit our shareholders and management.

•

Interviews of director candidates were conducted by members of the committee and senior management.
These interviews confirmed the committee’s initial conclusion that candidates met the qualifications,
criteria and skills to serve as a director of the Company.

•

Reference checks were conducted if further checks were required based on the level of knowledge about
the candidate by members of the committee.

•

Background checks were conducted, including criminal, credit and bankruptcy, SEC violations and/or
sanctions, work history and education.

•

Independence questionnaires were completed by candidates and then reviewed by the Company, the
committee and the Company’s legal counsel to ensure candidates meet the requirements to be an
independent director for the board, audit committee, compensation committee and the governance and
nominating committee. The review also ensures the candidates positions do not conflict in any material
way with Company business.
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•

Conclusion to nominate a candidate is based on all of the procedures reviewed previously and the
information attached. It is ensured through these procedures that the candidate appears to be well
qualified to serve on the Company’s board of directors and its committees and appears to meet Nasdaq
and SEC requirements to be able to serve as an independent director and as a member of the audit
committee and any other committee the board may assign to such director.

The governance and nominating committee of the board will consider qualified nominees recommended by
shareholders who may submit recommendations to the governance and nominating committee in care of our
Chairman of the Board and Secretary at the following address:
Board of Directors and Chairman of the Board
c/o Secretary
Zumiez Inc.
4001 204th Street SW
Lynnwood, Washington 98036
Nominees for director who are recommended by our shareholders will be evaluated in the same manner as any
other nominee for director. Shareholder recommendations for director should include the following information:
•

the name, age, residence, personal address and business address of the shareholder who intends to make
the nomination and of the person(s) to be nominated;

•

the principal occupation or employment, the name, type of business and address of the organization in
which such employment is carried on of each proposed nominee and of the shareholder who intends to
make the nomination;

•

a representation that the shareholder is a holder of record of stock of the Company, including the number
of shares held and the period of holding;

•

a description of all arrangements or understandings between the shareholder and the recommended
nominee;

•

such other information regarding the recommended nominee as would be required to be included in a
proxy statement filed pursuant to Regulation 14A promulgated by the SEC pursuant to the Securities
Exchange Act of 1934, as amended; and

•

the consent of the recommended nominee to serve as a director of the Company if so elected.

The governance and nominating committee may require that the proposed nominee furnish the committee with
other information as it may reasonably request to assist it in determining the eligibility of the proposed nominee to
serve as a director.
To submit a recommendation for director for an upcoming annual shareholder meeting, it is necessary that a
proposing shareholder notify the Company and provide the information set forth previously, no later than 120 days
prior to the corresponding date on which the Company’s annual proxy statement is mailed in connection with the
most recent annual meeting.
General Director Nomination Right of All Shareholders
Any shareholder of the Company may nominate one or more persons for election as a director of the Company
at an annual meeting of shareholders if the shareholder complies with the notice, information and consent provisions
contained in Article I, Section 10 of the Company’s bylaws. Specifically, these provisions require that written notice
of a shareholder’s intent to make a nomination for the election of directors be received by the Secretary not fewer
than 120 days and not more than 150 days prior to the anniversary date of the prior year’s annual meeting of
shareholders.
The Secretary will send a copy of the Company’s bylaws to any interested shareholder who requests them.
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SOCIAL RESPONSIBILITY
Background
Social Responsibility is, and has always been, a topic of great importance to the Company. The Company
has strived to facilitate and connect empowered youth across their communities and to support them in their pursuits
and passions as they strive to make a positive impact in their communities. The Company’s Social Responsibility
efforts have also included its support of the Zumiez Foundation. The Zumiez Foundation is a separate nonprofit
organization that focuses on purchasing clothing and other related items to distribute to people in need in
communities served by our retail stores, specifically during cold weather months. The Zumiez Foundation has
donated over $9.5 million in clothing and other related items to a broad range of nonprofit organizations since 2007.
These donations, on an annual basis, have helped support over 70,000 people via 200 agencies in 32 states. The
Zumiez Foundation also seeks to teach Zumiez employees about the value of giving back and inspiring them to get
involved in their communities. In this regard, since 2008 the Zumiez Foundation has recognized 65 of the
Company’s employees for their outstanding commitment to giving back to their respective communities with
donations to their chosen cause ranging from $1,000 to $2,500 each. For more information about the charitable
contributions made by the Company to the Zumiez Foundation, please see the information above in the Corporate
Governance section under the heading “Certain Relationships and Related Transactions.”
The Company believes its customers and employees increasingly care about social causes and the
Company expects this trend to accelerate with subsequent generations because of the power of social media and the
condition of the modern world. The Company believes consumers will continue to choose to do business with
companies that are good corporate citizens and responsible members of their local and global communities.
Shareholders’ expectations are also rising as they seek to understand how responsible social practices impact longterm value. Accordingly, the Company intends to continue to pursue Social Responsibility initiatives that are
aligned with its culture and brand and where it can make a positive impact for its key stakeholders.
Since fiscal 2018, the Company has worked to develop a shared understanding within its organization of
what Social Responsibility encompasses and why it should be pursued. While Social Responsibility is not new to
the Company, what is new, however, is how the Company can become more intentional and transparent about Social
Responsibility and how it can amplify the impact it is able to make. The following sections are intended to provide
an update on how the Company views Social Responsibility from a framework, guiding principles and stakeholder
perspective and to summarize the areas of focus that the Company has selected.
Social Responsibility—Framework
The Company believes that Social Responsibility should be an integration of measures that benefit society
and that benefit the Company’s business. From a benefit to society perspective, the Company has referenced the
United Nations Sustainable Development Goals (the “UN SDGs”). The UN SDGs are a blueprint to achieve a
better and more sustainable future for all and address the global challenges society faces, including those related to
poverty, inequality, climate change, environmental degradation, peace and justice. There are 17 UN SDGs and they
are all interconnected. For more information about the UN SDGs, please refer to the information found at the
United Nation’s website at: https://www.un.org/sustainabledevelopment/sustainable-development-goals/.
The Company’s view is that if it selected areas of focus that primarily benefit society but not its business
then this would be more akin to corporate philanthropy. Likewise, areas of focus that primarily benefit its business
rather than society could be viewed as mere corporate marketing or propaganda. Accordingly, the Company
believes that to best achieve or optimize Social Responsibility, there should be a partnering philosophy and its
selected areas of focus should have the ability to provide a high impact to both society and its business.
In addition to an impact framework, the Company also views Social Responsibility through a stakeholder
framework, in that its actions can have an impact on a multitude of stakeholders. While all of the Company’s
stakeholders are important, the Company is especially attuned to its customers, its employees and its shareholders.
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Social Responsibility—Guiding Principles
As part of Social Responsibility, the Company developed guiding principles to help it select areas of focus.
A summary of these guiding principles are set forth below:
•
•
•
•

•

Alignment with Culture and Brand. Social Responsibility must be aligned with the Company’s
culture, its brand and be integrated in its overall strategic priorities.
Authentic. Social Responsibility measures must be “authentic” to Zumiez. In other words, it must be
consistent with the Company’s values as an organization and its brand positioning.
Ability to Impact. Consistent with the impact framework discussed above, Social Responsibility
areas of focus should be things that the Company believes it can make a measurable or meaningful
impact over time.
Balance of Stakeholder Interests. With respect to the Company’s stakeholders, especially key
stakeholders, there is a balance of interests. Specifically, this means that with respect to key
stakeholders no one is disadvantaged in the short-run and, in the long-run, key stakeholders will
benefit. By way of example. For customers, the Company will not take actions that are not in their
interests or that are inconsistent with the Company’s brand position. For employees, the Company will
not take actions inconsistent with its cultural values. For the Company’s shareholders this means that
their short term and long-term financial expectations will not be compromised.
Transparency. The Company will share and disclose its Social Responsibility efforts and hold itself
accountable to the selected measures and goals.

Social Responsibility—Areas of Focus
Utilizing the framework and guiding principles discussed above, the Company has selected several areas of
focus for its Social Responsibility efforts. These areas of focus are briefly summarized below. It is important to
note that while the Company believes it has already been historically involved in these areas, there is more progress
that can be made. Also, the Zumiez Foundation plans to continue its mission of distributing clothing to people in
need and the topic of homelessness, but has a goal to further expand its reach to more communities.

•

•

•

Environmental Impact. The Company will seek to minimize its impact on the environment by
reducing the waste it produces in connection with the manufacture, distribution, sale and delivery of
products to its customers. This includes both products that we manufacture, third party branded
merchandise and an analysis of products at the end of their life cycle. The Company will do this in
part by seeking to produce products in more sustainable ways by evaluating the materials and
processes that are involved in the manufacturing of its products. The Company will also seek to
implement more environmentally friendly ways to operate its stores, distribution centers and its home
office.
Actionism. The Company will endeavor to inspire its employees and customers to be more locally
involved and engaged in their passions and causes. The key goal is about inspiring individual action
versus just talk or rhetoric and working to leverage partnerships targeting specific causes so as to
engage our employees and customers. An example of this would be the Company’s work with Rock
the Vote, Voto Latino and Amplifier in its “Stand Up” campaign to register people to vote.
Inclusion & Equity. The Company believes it should be a place where people have a voice, will be
heard, and have bias-free opportunities. Accordingly, its work place should be built upon the
foundation of inclusion and equity where its people are diverse in their backgrounds, communities the
Company serves, and points of view, yet all share the same core cultural values of working hard,
giving back and empowering others. In this regard the Company aims to be an inclusive reflection of
its customers, employees, and business partners. Pay equity—employees being paid equally for equal
work, without regard for race or gender, is a base line component of this area of focus.
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•

Growth and Development. The Company believes that one of its competitive advantages is the
growth mindset of its employees which is supported and amplified by the Company’s teaching and
learning practices. Building upon these practices the Company wants to strengthen its training
initiatives and platforms to connect its employees to a broader depth of development opportunities and
to expand this further by sharing the Company’s teaching and learning practices with communities in
which we operate.

Social Responsibility—Next Steps
Teams have been formed within the Company to develop specific programs and goals underlying each of
the areas of focus described above. This work has been continuing throughout fiscal 2021 and selected programs and
goals will be integrated into the Company’s operating plan for fiscal 2022 and beyond. Part of the approach to
Social Responsibility is the Company’s recognition of it as an important organizational strategy and to thus
endeavor to further instill a Social Responsibility mindset through the organization.
The Company will disclose updates about its Social Responsibility efforts, including its areas of focus, the
specific programs and goals underlying these areas of focus and the progress made on a regular basis.

24

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
The following table provides information regarding the beneficial ownership of our common stock as of
March 23, 2022 by: (i) each of our directors; (ii) each of our NEOs; (iii) all of our named executive officers and
directors as a group; and (iv) each person, or group of affiliated persons, known by us to beneficially own more than
5% percent of our common stock. The table is based upon information supplied by our officers, directors and
principal shareholders and a review of Schedule 13G reports filed with the SEC. Unless otherwise indicated in the
footnotes to the table and subject to community property laws where applicable, we believe that each of the
shareholders named in the table has sole voting and investment power with respect to the shares indicated as
beneficially owned.
Applicable percentages are based on shares outstanding on March 23, 2022, adjusted as required by rules
promulgated by the SEC. These rules generally attribute beneficial ownership of securities to persons who possess
sole or shared voting power or investment power with respect to those securities. In addition, the rules include
shares of common stock issuable pursuant to the exercise of stock options that are either immediately exercisable or
exercisable on or before May 22, 2022, which is 60 days after March 23, 2022. These shares are deemed to be
outstanding and beneficially owned by the person holding those options for the purpose of computing the percentage
ownership of that person, but they are not treated as outstanding for the purpose of computing the percentage
ownership of any other person. Except as noted below, the address for each person that holds 5% or more of our
common stock is c/o Zumiez Inc., 4001 204th Street SW, Lynnwood, Washington 98036.
Percentage of
Number of
Shares
Common Shares Beneficially
Beneficially Owned
Owned

Name of Beneficial Owner

Richard M. Brooks (1) ...........................................
Thomas D. Campion (2).........................................
Troy R. Brown (3) ..................................................
Christopher C. Work (4).........................................
Chris K. Visser (5) .................................................
Adam C. Ellis (6) ...................................................
Travis D. Smith (7).................................................
Kalen F. Holmes (8) ...............................................
Liliana Gil Valletta (9) ...........................................
Scott A. Bailey (10)................................................
Steven P. Louden (11) ............................................
James P. Murphy (12) ............................................
All Named Executive Officers and Directors
as a group (12 persons)......................................
Black Rock, Inc. (13) .............................................
The Vanguard Group (14) ......................................
Dimensional Fund Advisors LP (15) .....................
Massachusetts Financial Services (16)...................

2,573,024
1,018,187
168,979
64,663
22,879
24,175
21,340
5,087
5,301
5,087
5,087
2,983

13.2%
5.2%
0.9%
0.3%
0.1%
0.1%
0.1%
0.0%
0.0%
0.0%
0.0%
0.0%

3,916,792
3,651,316
2,302,884
1,713,082
1,241,220

20.2%
15.9%
10.0%
7.5%
5.4%

(1) Mr. Brooks is our CEO and a Director.
(2) Includes shares of common stock held by grantor retained annuity trusts for which Thomas D. Campion is
trustee. Mr. Campion is our Chairman of the Board.
(3) Consists of 75,674 shares of stock held by Mr. Brown, of which 42,232 shares are restricted, and 93,305 vested
stock options. Mr. Brown is our President North America.
(4) Consists of 49,230 shares of stock held by Mr. Work, of which 10,631 shares are restricted, and 15,433 vested
stock options. Mr. Work is our Chief Financial Officer.
(5) Consists of 12,339 shares of stock held by Mr. Visser, of which 8,421 shares are restricted, and 10,540 vested
stock options. Mr. Visser is our Chief Legal Officer and Secretary.
(6) Consists of 18,152 shares of stock held by Mr. Ellis of which 1,749 shares are restricted and 6,023 vested stock
options. Mr. Ellis is our President International.
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(7) Consists of 21,340 shares of stock held by Mr. Smith, of which 2,018 shares are restricted. Mr. Smith is one of
our directors.
(8) Consists of 5,087 shares of stock held by Ms. Holmes, of which 2,018 shares are restricted. Ms. Holmes is one
of our directors.
(9) Consists of 5,301 shares of stock held by Ms. Gil Valletta, of which 2,018 shares are restricted. Ms. Gil
Valletta is one of our directors.
(10) Consists of 5,087 shares of stock held by Mr. Bailey, of which 2,018 are restricted. Mr. Bailey is one of our
directors.
(11) Consists of 5,087 shares of stock held by Mr. Louden, of which 2,018 are restricted. Mr. Louden is one of our
directors.
(12) Consists of 2,983 shares of stock held by Mr. Murphy, of which 2,018 are restricted. Mr. Murphy is one of our
directors.
(13) This information is based solely on a Schedule 13G filed February 7, 2022 by BlackRock, Inc. The business
address of BlackRock, Inc. is 55 East 52nd Street, New York, NY 10055.
(14) This information is based solely on a Schedule 13G filed January 10, 2022 by The Vanguard Group. The
business address of The Vanguard Group is 100 Vanguard Blvd. Malvern, PA 19355.
(15) This information is based solely on a Schedule 13G filed February 8, 2022 by Dimensional Fund Advisors LP.
The business address of Dimensional Fund Advisors LP is Building One 6300 Bee Cave Road, Austin, Texas
78746.
(16) This information is based solely on a Schedule 13G filed February 2, 2022 by Massachusetts Financial Services
Company. The business address of Massachusetts Financial Services Company is 111 Huntington Avenue,
Boston, MA 02199.
DELINQUENT SECTION 16(A) REPORTS
Section 16(a) of the Exchange Act requires our directors and executive officers, and persons who own more
than 10% of a registered class of our equity securities, to file with the SEC initial reports of ownership and reports of
changes in ownership of our common stock and other equity securities. Officers, directors and greater than 10%
shareholders are required by SEC regulation to furnish us with copies of all Section 16(a) forms they file.
To our knowledge, based solely on a review of the copies of such reports furnished to us and written
representations that no other reports were required, during fiscal 2021, all applicable Section 16(a) filing
requirements were met and that all such filings were timely.
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EXECUTIVE OFFICERS
As of the end of fiscal 2021 the names, ages and positions of the current non-director executive officers of the
Company are listed below, along with their respective business experience. No family relationships exist among any
of the directors or executive officers of the Company.
Troy R. Brown, 59, has served as our President North America since March 8, 2017. Prior to that time he
served as the Executive Vice President of Ecommerce and Omni-Channel since August 2012. From October 2008
through July 2012, he served as the Senior Vice President of Ecommerce. From February 2007 through August
2008, Mr. Brown was with Tommy Bahama as the Director of Ecommerce. From March 2005 until September
2006, he was with Expedia, where he served as General Manager (“GM”) of Vacation Packages. From August 1994
until March 2005, Mr. Brown was with Eddie Bauer in various management positions including Vice President of
Ecommerce. Prior to August 1994, he was employed by Nautica Inc., and ZCMI, where he held various
management positions. Mr. Brown has more than 35 years of experience in the retail, wholesale and Ecommerce
industries. Mr. Brown also serves on the Board of Directors of 5.11 Tactical.
Chris K. Visser, 51, serves as our Chief Legal Officer and Secretary. Mr. Visser oversees all legal affairs and
corporate services operations of the Company. Mr. Visser was appointed General Counsel and Secretary in October
2012 and Executive Vice President in May 2014 before being appointed Chief Legal Officer in May 2017. From
2001 until October 2012, Mr. Visser was with K&L Gates LLP where he has been a partner in the corporate,
securities, and mergers and acquisitions practice group. Mr. Visser also worked as a process engineer with Vista
Chemical Company prior to earning his law degree. Mr. Visser holds a Bachelor of Science degree in Chemical
Engineering from the University of Washington. Mr. Visser also obtained an M.B.A, with a Concentration in
Finance, from the University of Houston and a J.D. from the University of Houston Law Center where he graduated
with academic honors and served as an editor on the Houston Law Review.
Christopher C. Work, 43, has served as Chief Financial Officer since August 2012. Mr. Work has been
employed with the Company since October 2007, where he last served as Vice President, Controller. From
September 2002 to October 2007, Mr. Work was an employee of Ernst & Young LLP, obtaining the level of
Manager. Mr. Work received a Master of Professional Accounting from the University of Washington and a B.A. in
Accountancy from Western Washington University. Mr. Work is a Certified Public Accountant in the State of
Washington.
Adam C. Ellis, 47, was appointed to the position President International effective as of March 8, 2017 and has
responsibility for the sales and operational profitability of the Company’s operations outside of North America,
including the operations of Blue Tomato and Fast Times. Mr. Ellis has also been the Managing Director of Blue
Tomato since February 2017. Mr. Ellis previously served as the Company’s Senior Vice President of Global Retail
and Business Development since March 2014. From March 2012 through March 2014, he served as the Vice
President of Real Estate and Global and before that he served in various roles within the Company’s Real Estate
department since July 2005 when he joined the Company. Mr. Ellis obtained a M.B.A from the Kellogg School of
Management at Northwestern University and a Bachelor of Arts from Otterbein College.
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EXECUTIVE COMPENSATION
COMPENSATION DISCUSSION AND ANALYSIS
Our basis for competitive advantage is our culture—conceived, developed and maintained as a unique and
powerful basis for engendering commitment, accountability, competitiveness and creativity among all of our
employees. The objective of this compensation discussion and analysis is to describe how, for our named executive
officers (“NEOs”), we link our culture to compensation philosophy and then to compensation strategy; and, to
explain how we executed our compensation strategy during the last fiscal year. While the discussion and analysis
focuses on the NEOs in the compensation tables in this proxy statement, we link culture,
t
compensation philosophy
and compensation strategy throughout the organization from the seasonal sales employee to each of the NEOs.
Value Creation Model
The following summary illustrates how the compensation philosophy and strategies are integrated with and
derived from the Zumiez culture. We believe this integrated approach supports long-term growth in shareholder
value.
Zumiez Culture

Compensation
Philosophy

Externally
competitive

Shared values
Empowered managers
− through clear
measurements &
accountability
Teaching and learning
− through
comprehensive training
developed to empower
our managers to make
good retail decisions
Competition − creating
opportunities to
compete and
recognizing their
contributions
Fairness and honesty −
through all our
relationships

Compensation
Elements

Base Salary

Comparable
store sales
Produced margin

Reward
Performance
Fair and
consistent

Performance Measures

Short-Term
Cash Based
Incentives

Diluted earnings
per share

Common stock
price

Operating
Related Margins

Drive long-term
shareholder
thinking
Bonus
Effective blend
of guaranteed
and at-risk
components

For at-risk
components,
effective blend
between shortterm and longterm

Stock Option
Grants

Restricted Stock
Grants

The Zumiez Culture
While every organization has a culture,
t
even if it is a culture by default, we believe that the Zumiez culture is
unique. We believe it is well defined, understood widely and thoroughly among all employees, reinforced and
exemplified by leaders held accountable for doing so and integrated into the daily practices and processes
throughout the business. We believe the Zumiez culture is a competitive
m
advantage and is built on a set of shared
values that have been in place since the inception of the business. These shared values include:
•

Empowered managers—The Zumiez culture pushes decision making down to the appropriate level in
the organization within the context of appropriate guidelines, controls and procedures. This gives our
managers throughout the organization the ability
a
to impact their results creating increased accountability,
clear measurements and a sense of ownership throughout the organization.

•

Teaching and learning—Our culture strives to integrate quality teaching and learning experiences
throughout the organization. We do this through a comprehensive training program, which primarily
focuses on sales and customer service training. Our training programs have been developed internally and
are almost exclusively taught internally by Zumiez employees to Zumiez employees. The training
programs have been developed to empower our managers to make good retail decisions.
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•

Competition—We believe that Zumiez employees enjoy competing. Our entire system is built around
creating opportunities for people to compete and to be recognized for their contributions. This is reflected
in everything we do including empowering managers, building competition into almost all of our training
and in how we recognize the successes of our employees throughout the organization.

•

Fairness and honesty—Along with our employees, we strive to be fair and honest in all of our
relationships. This includes how we work with each other, our vendors, our landlords and our customers.

Culture and Compensation Philosophy
The Zumiez culture guides how we manage our business and it permeates through our compensation
philosophy. We believe our culture itself has value to our employees. Our culture allows our employees throughout
the organization to make appropriate decisions to impact their results as well as our financial results. We believe the
competitive people we hire and the training we provide helps us generate strong operating results and we believe
that our employees value working in this kind of environment.
The compensation committee believes the purpose of the compensation program for our NEOs is to help
attract, retain, align, motivate and reward executives capable of understanding, committing to, maintaining and
enhancing the culture; and, with culture as a centerpiece of our competitive advantage, establishing and
accomplishing business strategies and goals that we believe makes us an attractive investment for shareholders. To
do so, the compensation committee believes the compensation program should offer compensation opportunities
that:
•

are externally competitive with compensation paid by companies in the market for executive talent;

•

reward performance by linking compensation to quantitative and qualitative goals that the compensation
committee believes is in the best long-term interest of shareholders;

•

drive long-term shareholder thinking by delivering a substantial portion of the NEOs compensation or
wealth in the form of equity that is directly linked to our stock price;

•

are an effective blend of guaranteed and at-risk components, where the proportion of guaranteed pay is
less than average and the proportion of at-risk pay is greater than average when compared against the
competitive market; and

•

for at-risk components of pay, are an effective balance between short-term and long-term interests of our
shareholders.

The compensation committee believes that at-risk components should result in compensation for the executive
in proportion to and to the extent justified by performance. For Zumiez executives, “performance” means, first of
all, doing the right things—achieving the financial results that clearly drive the creation of shareholder value. The
compensation program must align the interests and motivations of executives with those of shareholders. Secondly,
performance means doing things right—acting as strong, respected and acknowledged leaders; and, as role models
of leadership behavior in the community at-large. We believe that exemplary executive behavior helps to support
sustainable long-term creation of shareholder value.
The compensation committee intends to continually explore, consider and introduce enhanced or new
compensation approaches and elements for NEOs as appropriate.
Compensation Goals and Strategy for NEOs
Simplicity and Transparency. The compensation committee seeks simplicity and transparency in the
compensation program for our NEOs. Therefore, the program focuses on easily understood components of clearly
determinable value—base salary, bonuses, short-term cash based incentives and long-term equity awards. We refer
to the combination of these as “total direct compensation.” The compensation committee does not use supplemental
executive benefits and perquisites that are generally not also made available to our employees.
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Attractive Compensation Opportunities. The compensation committee believes in and commits to planning for
internal succession; however, the Company must be positioned to attract and retain high-caliber executive talent in
the external marketplace. It believes it must be positioned to bring in seasoned, proven individuals from within the
industry and beyond who can perform the full scope of their roles from the time of hire. Establishing and
maintaining the ability to attract and retain talent is a top priority for compensation of NEOs. To address this priority
responsibly on behalf of shareholders, the compensation committee works each year to:
•

Establish a conservative salary range for each position to guide salary hiring offers and salary increase
decisions.

•

Establish a competitive total annual cash compensation opportunity for each position through annual cash
incentives where payout is contingent on performance.

•

Provide opportunities to earn equity incentives in proportions so that the long-term opportunity for each
NEO to earn total direct compensation (salary plus annual cash incentives plus equity incentives) is above
average should shareholders realize above average returns.

Pay-at-Risk. The compensation committee is committed to pay-at-risk. “Pay-at-risk” means compensation that
is earned only upon clear evidence that the interests of shareholders have been served. By design, we believe the
proportion of each NEOs total direct compensation that is at-risk is greater than what is typically observed in the
marketplace. Conservative base salaries are combined with above-average cash and equity incentives to create a
total package that is competitive. We believe the pay-at risk philosophy is evidenced by the fact that no NEO has
been paid the maximum total incentive compensation in our history of being a public company. In addition, no NEO
has been paid the target total incentive compensation in four of the past five years.
Pay-for-Performance. The compensation committee believes pay-at-risk enables pay-for-performance. It
allows major portions of total direct compensation to be paid only when short-term and long-term interests of
shareholders have been met.
For short-term (annual) pay-for-performance for the NEOs as a group, the compensation committee has the
following goals:
•

Drive alignment around three general measures of performance: (1) net sales, (2) product margin and
(3) operating profit. The compensation committee believes these are the best measures because they have
the largest impact on Zumiez ability to grow profitability and provide clarity to individual executives.
Different performance measures may be utilized for different executives based in part on the executive’s
ability to impact the performance measure. We calculate these performance measures as follows:
•

Net sales—Net sales constitute gross sales (net of actual and estimated returns and deductions for
promotions) and shipping revenue. Net sales include our store sales and our ecommerce sales. Net
sales can be based on a geographic area and we currently utilize sales growth for both North
America and other international operations.

•

Product margin—Product margin is calculated as net sales less cost of goods sold, divided by our net
sales. For purposes of this calculation, our net sales consist of gross sales (net of actual and
estimated returns and deductions for promotions), excluding shipping revenue. For purposes of this
calculation, our cost of goods sold consist of branded merchandise costs and our private label
merchandise costs including design, sourcing, importing and inbound freight costs.

•

Operating profit—Operating profit is the difference between gross profit and selling, general and
administrative expenses. The key drivers of operating profit are net sales, gross profit, our ability to
control selling, general and administrative expenses and our level of capital expenditures affecting
depreciation expense. Operating profit may be utilized on a particular business unit or geographic
area in which we operate. We currently utilize operating profit for both North America and other
international operations.
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•

Provide for the risk of zero annual short-term cash based incentives payout should minimum performance
expectations not be met.

•

Grant of awards that upon achievement of target performance measures, are in the best long-term interests
of the shareholders.

•

Provide for pay-at-risk, i.e., performance expectations that are challenging, but achievable.

•

Communicate proactively to all NEOs performance expectations in order to establish clear incentive for
achievement.

•

Provide for upside compensation potential results that are beyond Company expectations.

•

Set forth prudent limits, or caps, on upside potential to ensure no possibility of payouts that might be
judged by shareholders as unjustifiable or excessive.

For long-term pay-for-performance (long-term equity incentive), the compensation committee’s goal is to link
the ultimate compensation amounts realized by NEOs directly and exclusively to the Company’s long-term common
stock performance. To do so, the compensation committee makes use of stock-based awards for all NEOs (except as
noted, below, under the section heading “The Compensation Decision-making Process”).
The compensation committee has used, and intends to make use of, both gain-based stock awards (stock
options) and full-value stock awards (restricted stock). The compensation committee determines on an annual basis
for each NEO the total value of an award, based on a competitive range, that best reflects in the compensation
committee’s judgment both the individual’s long-term track record of success and potential for long-term valueadded future contributions.
Gain-based awards have widespread use and have upside potential that can be highly motivational. However,
the compensation committee: (i) is aware that gain-based awards have a different downside potential than that of
holding outright shares of stock; (ii) recognizes that the exclusive and substantial use of gain-based awards has been
historically noted by the investment community as a potential contributor to misguided or unacceptable decisions on
the part of executives in certain other companies; and, (iii) knows that historic accounting advantages for the use of
gain-based awards no longer exist. In addition, the compensation committee is aware of the executive compensation
trend among publicly-held companies to utilize less gain-based awards in favor of full-value awards such as
restricted stock. Therefore, the compensation committee continues to review and has deployed full-value restricted
stock awards to help offset and balance the disadvantages of gain-based awards for achieving pay-for-performance
and other compensation goals while retaining the advantages of gain-based awards. The mix of gain-based awards
and full-value awards is evaluated annually by the compensation committee and adjusted based on input from the
compensation consultant and the CEO, all in the context of the marketplace, our compensation philosophy, and what
the compensation committee believes is in the best interest of the shareholders and the NEOs. The compensation
committee also allows some deference to the CEO in the allocation between stock options and restricted stock, so
long as the total compensation charge to Zumiez is equal to what was approved by the compensation committee.
Executive Officer Continuity. Undesirable, unanticipated or untimely departure of an executive officer is a risk
to the Company that the compensation committee works to avoid. The risk stems from the potentially high costs of
recruiting, relocation, operational disruption, reduced morale, turnover ripple effects among staff, negative external
perceptions, reduced external confidence and lost intellectual capital.
The compensation committee encourages executive officer continuity by granting stock awards to a NEO
where the ultimate realization of value not only depends on stock price, but also on the NEO remaining with Zumiez
for many years. Accordingly, if a NEO were to depart from Zumiez then he or she could forfeit substantial amounts
of unrealized compensation.
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Shareholder Mentality. We believe it is in the best interests of shareholders for our leaders to feel, think and
act like shareholders, and to have a “shareholder mentality” as they go about envisioning, planning for and executing
operations. The compensation committee seeks to cultivate NEOs with a shareholder mentality by having NEOs
receive, accumulate and maintain significant ownership positions in Zumiez through annual equity grants. We do
not believe it is necessary to establish share ownership or share holding requirements because historically the NEOs
on aggregate have held a substantial amount of equity and, from a cultural point of view, NEOs are empowered to
make decisions on their equity holdings taking into account their personal values, temperament, risk tolerance and
personal finances.
Within this concept, through equity awards granted over time, each of our NEOs has the ability to establish
and maintain a valuable ownership in Zumiez.
Summary of the Elements of NEO Compensation
The compensation committee utilizes five primary elements for compensating NEOs:
•

Base Salary

•

Non-Equity Incentive Plan Compensation (“short-term cash based incentives”)

•

Bonus

•

Stock Option Grants

•

Restricted Stock Grants

Total Pay Philosophy—Our “Total Pay” compensation philosophy is designed to recognize and reward the
contributions of all employees, including executives, in achieving our strategic goals and business objectives, while
aligning our compensation program with shareholder interests. We regularly assess our total pay package, and we
adjust it as appropriate to remain competitive and to enable us to attract and retain our NEOs. We believe our total
pay practices motivate our executives to build long-term shareholder value.
Base Salary is a pre-set fixed cash amount that is delivered regularly in equal portions through the year. Each
NEOs annual base salary rate is reviewed from time to time and at least annually by the compensation committee.
Outside of the CEO, the review is based on recommendations of the CEO.
Short-Term Cash Based Incentives are based on pre-set opportunities for cash awards to be paid after the end
of the year based on performance for the year. Actual payouts may be between zero and twice the target amount,
where the target amount is that established for each NEO by the compensation committee if target goals are
achieved.
Bonuses may be awarded from time to time in order to attract and retain key NEOs. These bonuses, when
awarded, are generally in addition to those earned from participating in short-term cash based incentives and are
considered in the executive’s total direct compensation. The intention is to pay such bonuses rarely and in modest
amounts if and only if other elements of the executive pay system do not respond to outstanding achievements
clearly pursued and delivered in the interests of shareholders.
Stock Option Grants are opportunities granted from time to time (usually annually or at the time of hiring) to
an NEO to purchase our common stock at some future time at a pre-established fixed price set at the time of grant.
This price is the actual market price of the stock at the time of grant. The right to exercise options in a particular
grant is accumulated over a number of years, and is subject to vesting based upon continued employment with us.
Restricted Stock Grants are awards of common voting shares of stock that are granted from time to time
(usually annually or at the time of hiring) to each NEO. The right to earn the stock is contingent upon continued
employment over a period of time.
The compensation committee views the elements of total direct compensation for NEOs as an integrated
package to achieve all of the compensation goals described in the immediately preceding section of this discussion.
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Fiscal 2021 – A Review of This Past Year
The charts below show net sales, operating profit and diluted earnings per share (“diluted EPS”) on a GAAP
basis for fiscal 2021 and 2020 and the percentage change in fiscal 2021.
Net Sales
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13.3%

4.0%

$500.0

2.0%
Fiscal 2020

Fiscal 2021

Fiscal 2020

Diluted EPS

35.7%

(as a percentage of net sales)

Fiscal 2021

$5.50
$5.00
$4.50
$4.00
$3.50
$3.00
$2.50
$2.00
$1.50
$1.00

61.7%

$4.85
$3.00
Fiscal 2020

Fiscal 2021

Fiscal 2021 was marked by record sales and earnings for the Company including net sales growth of 19.5%
and growth in diluted earnings per share of 61.7% to $4.85. This was up from our previous diluted earnings per
share record in the prior year of $3.00. Our stores were open for approximately 97.0% of the possible operating
days in fiscal 2021, while due to COVID-19 related store closures in fiscal 2020, our stores were open for
approximately 78.4% of the possible operating days in the prior year. The majority of the improvement in open
store days was related to the United States, while we experienced continued impacts of store closures in Europe,
Canada and Australia. We also benefitted from domestic government stimulus early in fiscal 2021 resulting in sales
growth of 102.6% for first quarter of fiscal 2021 compared with the prior year. Throughout the remainder of the
year we drove quarterly year-over-year sales growth in the mid to high single digits resulting in the highest sales in
Company history and growth of 14.5% over pre-pandemic fiscal 2019 sales.
Fiscal 2021 represented our sixth straight year of product margin gains. Product margins grew by 110 basis
points in 2021 as our teams remained focused on providing our customers with a diverse product offering and
continued newness. While the year was full of challenges associated with labor shortages, closures, inflation and
supply chain, we were able to manage through the issues growing sales and product margin in each quarter of the
year. Overall gross margin was also positively impacted by 140 basis points of leverage in our occupancy costs with
significant sales growth, as well as a reduction in web fulfillment and web shipping to customers of 100 basis points
as sales shifted back to physical stores with fewer closures overall during the year and a resurgence of our customers
coming back to malls represented by a store penetration level that was closer to 2019 than 2020. Total gross margin
improved 330 basis points from the prior year to 38.6% of sales.
In fiscal 2021 we began to see expenses that were eliminated or reduced due to the pandemic in 2020
reintroduced into the business. The most significant of these was store payroll as we had a higher percentage of open
stores and many of our stores started shifting back to normal operating hours. Though not fully back to prepandemic levels, we also began to reintroduce expenses such as training, travel and other discretionary expenses.
These increases combined with a year-over-year reduction in COVD-19 related government subsidies and an
increase in incentive compensation due to performance, led to growth in selling, general and administrative expenses
of 18.1% from the prior year. With annual sales growth of 19.5%, we did leverage selling general and
administrative expenses by 20 basis points from the prior year.
Our earnings per diluted share for fiscal 2021 of $4.85 was an all-time high for the Company and grew 61.7%
from our previous record high earnings per share of $3.00 in 2020. With our significant cash position entering the
year and cash flow generated during 2021, we were able to buy back 4.6 million shares during the year at a total cost
of $198.4 million ultimately reducing annual diluted shares outstanding by 3.2% from the prior year and total shares
outstanding by 4.4 million when compared to the beginning of the year. This will have a larger impact on 2022
weighted average diluted share counts as most of these shares were repurchased in the back half of the year. We
added 7 new stores in North America in fiscal 2021, 12 new Blue Tomato stores in Europe and 4 new Fast Times
store in Australia. We believe that we still have meaningful expansion opportunities internationally.
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As a leading global life
f style retailer, we continue to differentiate ourselves through our distinctive brand
offering and diverse product selection, as well as the unique customer experience across all of our platforms. We
remain committed to serving the customer launching over 100 new brands in 2021. We have made investments over
several years to integrate the digital and physical channels creating a seamless shopping experience for our customer
and one channel expense structure. We believe this has been a critical asset during the pandemic in 2020 and
recovery in 2021 marked by significant shifts in demand between physical and digital channels. We are continuing
to deliver almost all of our online orders in North America from our stores, which has provided substantial
improvements in the speed of delivery to our customers and eliminated the need to manage two pools of inventory
separately for digital and physical demand. Internationally we continue to see deeper penetration of localized
fulfillment and are in various stages of roll-out in different countries. In-store fulfillment is a key part of strategy
that we believe will drive long term market share by leveraging the strengths of our store sales team, providing
better and faster service to customers, improving product margins, maximizing the productivity of inventory,
providing additional selling opportunities, and utilizing one cost structure to serve the customer.
We believe that by making these key investments over many years and looking at financial results over a
longer time horizon will provide a better long-term return for our investors; and since owned stock or stock based
awards are the material component of our NEOs compensation and wealth creation, we believe our compensation
structure aligns management’s and shareholders’ interests.
Due to our executive compensation programs emphasis on pay for performance and pay at risk, compensation
awarded to the NEOs for fiscal 2021 reflected Zumiez’ results. As shown below, for the named executive officers
as a group, excluding the Chairman and the CEO, pay at risk and performance-based pay for fiscal 2021 comprised
an average of approximately 67% and 47%, respectively, of the total compensation as shown in the Summary
Compensation Table. We have excluded our Chairman and CEO due to the difference in the compensation structure
for the Chairman and CEO, who beneficially own 5.2% and 13.2% of the Company as of March 23, 2022,
respectively, and have not received equity awards since before our initial public offering as discussed further under
the section heading, “The Compensation Decision-making Process.”

CompensaƟon Elements as a Percentage of
T tal CompensaƟon
To
Stock OpƟon Grants
15%

At-risk pay
67%

Performancebased pay
47%

32%

Short Term Cash Based
IncenƟve & Bonus
Restricted Stock Grants

20%
4%

All Other CompensaƟon

29%

Base Salary
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Fiscal 2022 – A Look at the Upcoming Year
In fiscal 2022, our focus remains on serving the customer with strategic investments largely focused on
enhancing the customer experience while increasing market share and creating operational efficiencies to drive longterm operating margin expansion. We are planning accelerated store growth in 2022 anticipating 34 new stores
compared with 23 new stores opened in 2021. We expect to open 15 new stores in North America, 14 in Europe and
5 in Australia as we continue to extend our reach in both existing and new markets.
Coming off of a record year in sales and earnings in 2021, we are entering fiscal 2022 anticipating some
fluctuation in quarterly results. The first and second quarters of 2022 in particular are likely to be challenging as we
annualize the substantial benefits from domestic stimulus that positively impacted the first quarter and beginning of
the second quarter of fiscal 2021. The first and second quarters of 2022 are likely to be down year-over-year in
sales with the second quarter more modestly impacted. As we move to the back half of the year we anticipate sales
growth in the third and fourth quarters against more normalized results in 2021. Throughout the year we anticipate
we will see stronger results across our international entities in Canada, Europe and Australia as we anniversary store
closures and continue to benefit from a growing store base. Overall, we anticipate sales will be roughly flat to fiscal
2021.
Fiscal 2022 operating expenses are expected to grow at a greater rate than sales. Several factors are expected
to contribute to this including wage and other expense inflation, a more normalized operating environment driving
longer store hours and higher variable operating costs, additional training, travel and other discretionary expenses
foregone in 2021 as a result of COVID-19 restrictions that will return to the business. We are currently expecting
operating profit to decrease in fiscal 2022 compared to fiscal 2021. Given our strong cash position, we have the
security to manage through potential difficulties while also investing strategically in important long-term initiatives
and returning value to our shareholders. At the end of fiscal 2021, we had $83.3 million remaining on our currently
active stock repurchase authorization. Given the share repurchases we have completed from 2021 and the current
program that we have been executing in fiscal 2021 and early fiscal 2022, we expect that the reduction in shares
outstanding will drive a double digit increase in diluted earnings per share in fiscal 2022 compared with fiscal 2021.
Base Salary
In March 2021, the compensation committee met and reviewed the evaluations of the NEOs and the overall
performance of the Company’s fiscal 2020 results against three objective measures; (1) net sales growth, (2) product
margin and (3) operating profit. The strong performance in fiscal 2020 and the contributions of the NEOs towards
achieving those results was offset by the continued uncertainty in March 2021 due to the COVID-19 pandemic. Due
to the near-term uncertainty and rapidly evolving situation as a result of the COVID-19 pandemic, the following
base salaries for fiscal 2021 were awarded:

Executive Officer

Fiscal 2021
Base Salary
(1)

Thomas D. Campion, Chairman of the Board ..................................................
Richard M. Brooks, Chief Executive Officer and Director ..............................
Christopher C. Work, Chief Financial Officer..................................................
Troy R. Brown, President North America ........................................................
Chris K. Visser, Chief Legal Officer and Secretary..........................................
Adam C. Ellis, President International..............................................................

$
$
$
$
$
$

335,000
735,000
453,000
546,000
367,000
427,000

Increase Over
Prior Fiscal
Year

0.0%
0.0%
3.0%
3.0%
3.1%
3.1%

(1) Reflects annualized base salary as of the fiscal year end. Refer to the Summary Compensation Table for actual
base salary paid in fiscal 2021.
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The compensation committee sets executive base salaries at levels it believes are competitive based on each
individual executive’s role and responsibilities. The compensation committee reviews base salaries for executive
officers at the time of hire and thereafter on an annual basis. The compensation committee may also review base
salary at the time of promotion or other significant changes in responsibilities. Base salary changes also impact
target annual short-term cash based incentive amounts, and actual annual short-term cash based incentive payouts,
because they are based on a percentage of base salary. When reviewing each executive’s base salary, the
compensation committee considers the level of responsibility and complexity of the executive’s job, whether
individual performance in the prior year was particularly strong or weak, and the salaries paid for the same or
similar positions based on analysis of the competitive market. Consistent with the philosophy discussed previously,
our executive base salaries generally are set at less than the median (at the 40th percentile) for comparable positions
based on analysis of the competitive market.
Short-Term Cash Based Incentives
In March 2021, the compensation committee approved the terms of the fiscal 2021 short-term cash based
incentives. Our NEOs short-term cash based incentives are targeted at approximately 0.2% of consolidated budgeted
sales and 0.4% of consolidated budgeted sales at maximum payout. The short-term cash based incentives are
appropriate to provide for increased payouts due to the significant shareholder returns commonly generated by
above-target net sales, product margin and operating profit performance. The compensation committee has the
discretion under the plan to reduce the awards paid under the plan, but does not have discretion to increase payouts
that are based on achievement of the objective performance goals or make a payout based on the objective
performance goals if the first threshold targets are not achieved. All of our executives are subject to our Executive
Compensation Recovery Policy, which further mitigates excessive risk taking. No payouts are made until audited
financial results are received, reviewed and approved by the audit committee at our March meeting after our fiscal
year has ended.
For each of the following performance measures, net sales, product margin and operating profit, the
compensation committee established performance metrics for the NEOs. Performance metrics were established for
North America operations and other international, consisting of Europe and Australia operations, for net sales,
product margin and operating profit. The performance metrics on a consolidated basis were established for operating
profit. These performance measures exclude the impact of changes in the foreign exchange rate, additional valuation
allowances beyond those in the budgeted plan and does not include any share repurchases in the dilutive share count.
Performance metrics for North America and other international operations are tightly managed and to the extent that
overall shareholder return is still met, the compensation committee is allowed to make certain adjustments for
strategic items not planned that negatively impact short-term growth expectations, but contribute to long-term
growth expectations of the business unit. The first threshold relates to a minimum acceptable level of financial
performance. The second threshold is intended to be the target performance. If the minimum acceptable level is
achieved for any given metric, the incentives are calculated on a sliding scale culminating in the top threshold,
which is designed as a stretch challenge. The compensation committee believes these goals are not easily achieved
and, in the fourteen years since becoming a public company, no NEO has achieved all of the stretch challenge
measurement goals. The compensation committee used different performance measures for different NEOs. These
are noted in the following tables which show the performance thresholds for each performance measure used for
fiscal 2021:
Objective Measure

Performance Metrics - Consolidated
2
3
4
Target

1

5

Net sales growth - North America............................
7.8%
9.3%
10.8%
11.5%
12.5%
Net sales growth - Other international .....................
34.3%
38.8%
41.9%
43.4%
45.0%
Product margin improvement - North America ....... Last year minus Last year plus Last year plus Last year plus Last year plus
0.10%
0.00%
0.11%
0.17%
0.22%
Product margin improvement - Other international . Last year plus Last year plus Last year plus Last year plus Last year plus
1.05%
1.42%
1.88%
2.11%
2.34%
Operating profit improvement - North America ......
5.8%
8.5%
12.5%
14.0%
15.8%
Operating profit improvement - Other international
36.1%
64.1%
89.3%
101.8%
114.4%
Operating profit improvement - Global ...................
4.9%
10.0%
16.1%
18.5%
21.3%
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The following table represents the percentage of the respective NEOs base salary that will be earned upon
achievement of the performance thresholds (“Threshold Percentage”):
Executive Officer

1

Performance Threshold
2
3
4

Thomas D. Campion, Chairman of the Board ............................................
Richard M. Brooks, Chief Executive Officer and Director ........................
Christopher C. Work, Chief Financial Officer ...........................................
Troy R. Brown, President North America ..................................................
Chris K. Visser, Chief Legal Officer and Secretary ...................................
Adam C. Ellis, President International .......................................................

33%
63%
38%
35%
28%
30%

65%
125%
75%
70%
55%
60%

98%
188%
113%
105%
83%
90%

5

114%
219%
131%
123%
96%
105%

130%
250%
150%
140%
110%
100%

The threshold percentages in the table above are multiplied by the percentages in the following table for each
performance threshold achieved (“Objective Measure Weighting Percentage”). The compensation committee
weights each threshold for each of the NEOs based upon that individual’s ability to impact the measure. The
objective measures are weighted between North America and other international performance thresholds based on
fiscal 2021 budgeted sales results, with exception of the President North America and President International, whose
objective measures are weighted higher for North America operations and other international operations,
respectively.
Objective Measure

Executive Officer
Thomas D. Campion, Chairman of the Board .........................
Richard M. Brooks, Chief Executive Officer and Director .....
Christopher C. Work, Chief Financial Officer ........................
Troy R. Brown, President North America ...............................
Chris K. Visser, Chief Legal Officer and Secretary ................
Adam C. Ellis, President International ....................................

North
America
Net Sales

Other
International
Net Sales

North
America
Product
Margin

Other
International
Product
Margin

North
America
Operating
Profit

Other
International
Operating
Profit

Consolidat
ed
Operating
Profit

25%
25%
25%
25%
25%
5%

5%
5%
5%
5%
5%
25%

17%
17%
17%
17%
17%
3%

3%
3%
3%
3%
3%
17%

n/a
n/a
n/a
42%
n/a
8%

n/a
n/a
n/a
8%
n/a
42%

50%
50%
50%
n/a
50%
n/a

Therefore, for each performance threshold achieved, the calculation of the short-term cash based incentive
earned is as follows:
Base Salary ($) x Threshold Percentage x Objective Measure Weighting Percentage
During fiscal 2021, we exceeded the level three threshold for North America net sales, North America product
margin, North America operating profit, and Global operating profit. We exceeded the level two threshold for other
international product margin and did not achieve any of the other international thresholds for net sales or operating
profit. The short-term cash based incentives target and compensation paid to the NEO’s for fiscal 2021 are as
follows:
Short-Term
Cash Based
Incentive
Compensation
Target

Executive Officer

Thomas D. Campion, Chairman of the Board........................................
Richard M. Brooks, Chief Executive Officer and Director....................
Christopher C. Work, Chief Financial Officer .......................................
Troy R. Brown, President North America..............................................
Chris K. Visser, Chief Legal Officer and Secretary...............................
Adam C. Ellis, President International...................................................
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$
$
$
$
$
$

217,750
918,750
339,750
382,200
201,850
256,200

Short-Term
Cash Based
Incentive
Compensation
Paid

$
$
$
$
$
$

408,959
1,725,515
638,089
656,662
379,097
133,247

Bonus
While we continue to execute growth strategies and invest for the future, the compensation committee
recognizes the uncertain economic environment that has the potential to negatively impact virtually every industry
including consumer discretionary spending businesses such as ours. The compensation committee recognizes that in
some circumstances it may be advisable to establish and pay discretionary bonuses in order to reward NEOs for
managing the business during unusual circumstances or difficult economic conditions. For example, in a situation
where at the beginning of a fiscal year there was believed to be a wide range of possible financial outcomes, this
variability may make it difficult to set targets for short-term cash-based incentives. Accordingly, at the end of the
fiscal year the compensation committee retains the discretion to award a bonus if the NEOs were able to achieve
meaningful results during the fiscal year. We may also award discretionary cash bonuses from time to time in order
to attract and retain key NEOs. The intention is to pay such bonuses rarely if and only if other elements of the
executive pay system do not respond to outstanding achievements clearly pursued and delivered in the interests of
our shareholders. The compensation committee evaluates the below criteria in determining whether to award a
bonus, including:
•

current environment and current year performance,

•

comparison of performance to peer group,

•

cash and working capital position, and

•

comparison to the incentive metrics of net sales, product margin and operating profit had the short-term
cash-based incentive program been in place.

For fiscal 2021, the compensation committee did elect to make a discretionary bonus to Mr. Adam Ellis,
President International. The compensation committee exercised this discretion consistent with the factors outlined
above and as an acknowledgement of the very aggressive operating and financial goals established for the
international business and Mr. Ellis’ performance in making meaningful progress toward these goals and setting up
the international business for continued future success. The amount of the bonus paid to Mr. Ellis is set forth in the
“Bonus” column in the Summary Compensation Table.
Long-Term Equity Incentives
The compensation committee uses long-term equity incentives as a significant component of total
compensation consistent with the culture and compensation philosophy. The compensation committee continues to
believe in the importance of equity compensation for all executive officers and issues equity incentives broadly
through the management population.
Additionally, because we do not have a pension or a supplemental executive retirement plan, we believe our
executives should plan for their retirement substantially through potential wealth accumulation from equity gains.
Long-term equity incentive awards are determined through a combination of the Company’s performance,
execution of our total compensation strategy of rewarding executives and providing a foundation for wealth
building. Our stock option awards generally have a ten-year term and typically vest 25% per year. Our restricted
stock awards generally vest 33% per year.
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The compensation committee met in March 2021 and considered the performance of the Company, its overall
compensation strategy and the level of equity grants to align the NEOs with shareholders. Based on the
compensation committee’s deliberations, the following equity incentive awards were granted:
Restricted
Stock Grants

Executive Officer

Thomas D. Campion, Chairman of the Board........................................
Richard M. Brooks, Chief Executive Officer and Director....................
Christopher C. Work, Chief Financial Officer .......................................
Troy R. Brown, President North America..............................................
Chris K. Visser, Chief Legal Officer and Secretary...............................
Adam C. Ellis, President International...................................................

Stock Option
Grants

—
—
3,862
9,214
3,310
9,931 (1)

—
—
7,712
18,400
6,610
6,610

(1) In fiscal 2021, Mr. Ellis received two restricted stock awards; one for 3,310 that vests 33% per year and another
for 6,621 that vests 100% after a three-year period.
The compensation committee believes the levels of grants are appropriate, consistent with its compensation
strategy and provide a meaningful alignment of the NEOs with the Company’s shareholders.
Equity Grant Timing Practices. All stock options granted at Zumiez have an exercise price equal to the
closing market price of our stock on the grant date. Regular annual grants for employees are approved at the March
compensation committee and board meetings, and the grant date for such annual grants is generally the second
business day after the public release of fiscal year-end earnings. The grants are approved as formulas based on a
specified dollar amount and approved dilution percentages; the number of shares and exercise price for each option
grant are determined based on the closing market price of our stock on the grant date, and the number of shares for
each restricted stock grant is determined by dividing the dollar amount by the closing market price of our stock on
the grant date. The board gives the CEO the ability to grant a small number of equity awards for the current fiscal
year at the March board meeting for new hires and promotions.
Who is Involved in Compensation Decisions for NEOs
The role of the compensation committee—The compensation committee oversees and governs the
compensation of the NEOs. The compensation committee is currently composed of four independent outside
directors. Its top priority is aligning the interests of the NEOs with those of shareholders and motivating them in the
most effective manner possible to create maximum long-term shareholder value. The compensation committee’s
responsibilities are to:
•

Establish and articulate the philosophy, rationale and strategy for compensating all NEOs.

•

Approve and oversee group and individual compensation plans designed to fulfill our philosophy and
strategy.

•

Develop, recommend and justify to the board all compensation decisions and actions for the CEO.

•

Review and approve all compensation decisions and actions for other NEOs.

•

Review and approve any up-front performance measures, goals, standards, weightings and formulas that
may be used to determine future conditional awards for NEOs.

•

Ensure the ongoing success of our compensation program for NEOs by seeking, pursuing, evaluating and
implementing improvements.

•

Review total compensation compared to compensation opportunities and practices in the competitive
market for executive talent.

•

Evaluate the enterprise risk associated with all forms of compensation.

•

Appoint, determine the funding for, and oversee the independent compensation consultant.
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The role of NEOs—The NEOs, and in particular the CEO, provide and explain information requested by the
compensation committee and are present at compensation committee meetings as requested by the compensation
committee. The NEOs are not present during deliberations or determination of their respective compensation. On
behalf of the compensation committee, the CEO has the following specific responsibilities:
•

Develop, recommend and justify, to the compensation committee, compensation decisions and actions for
NEOs other than the CEO.

•

Develop, recommend and justify, to the compensation committee, any up-front performance measures,
goals, standards, weightings and formulas that may be used to determine future conditional awards for the
compensation program for NEOs.

•

Report, to the compensation committee, experiences with the compensation program for NEOs and
present any perceived opportunities for improvement.

•

Communicate appropriate information about the compensation committee’s actions and decisions to the
other NEOs.

The role of external advisors—At the compensation committee’s discretion, it may engage and consult with
external advisors as it determines necessary to assist in the execution of its duties. External advisors have the
following responsibilities:
•

Provide research, analysis and expert opinions, on an as-requested basis, to assist the compensation
committee in education, deliberations and decision-making.

•

Maintain independence from our management.

•

Interact with members of management only with the approval of the chair of the compensation
committee.

All external advisors are engaged directly by the compensation committee and independently of the
management of the Company.
The compensation committee periodically engages a compensation consultant to work with the compensation
committee on its compensation deliberations. During fiscal 2021, the compensation committee asked Meridian
Compensation Partners, as the independent consultation to the committee, to provide an assessment of compensation
levels and advise the compensation committee on compensation strategies based on a market analysis taking into
account recruiting goals, and retaining and motivating talent to build shareholder value. The compensation
committee and the Company believe the compensation consultant is independent of Zumiez and our management.
Our Chief Legal Officer and Secretary also supports the compensation committee in its work.
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The Compensation Decision-making Process
The compensation committee gathers together information to help it assess compensation for the NEOs,
including:
•

Tally sheets—We use tally sheets for each of the NEOs to summarize the significant components of
compensation, including base salary, short-term cash based incentives, bonuses, and equity incentives.
The tally sheets are compared to targeted total compensation.

•

Competitive compensation analysis—At the compensation committee’s direction, the compensation
consultant developed and delivered analysis of competitive compensation for each NEO position. The
focus was on a representative benchmarking peer group to reflect the competitive market for executive
talent. The benchmarking peer group was developed using industry, revenue and retail segment screening
criteria to identify the peer group, which included Abercrombie & Fitch, American Eagle Outfitters,
Buckle, Cato Corp, Citi Trends, Duluth Holdings, Five Below, Genesco, Hibbett Sports, Lands' End,
Sportsman’s Warehouse Holdings, Tilly's, Urban Outfitters, and Vera Bradley. Analysis was performed
using publicly-available information on executive pay levels compiled from the most recently available
proxy statements of publicly-held companies. The compensation consultant provided expert opinions and
conclusions to the compensation committee about targets for base salary, short-term cash based incentives
and long-term equity incentives for our NEO roles. The committee used this information to ensure that
our stated philosophy and strategy for aligning executive compensation opportunities with the competitive
market has been and continues to be fulfilled.

•

Fiscal 2021 results—The compensation committee has access to fiscal 2021 operating plans and budgets
as approved by the board of directors in March 2021. Management updates the compensation committee
and the board on actual performance compared to budgets and summarizes for the compensation
committee how the Company and the NEOs performed against the performance targets.

•

Fiscal 2022 operating and financial plans—The compensation committee also receives the operating plan
and budgets for fiscal 2022 as approved by the Company’s board of directors. The compensation
committee uses this information to help establish performance targets for the upcoming fiscal year.

•

Audited results—The compensation committee reviews the final audited results to confirm that
performance targets were achieved. No incentive awards are made until audited results are received by the
board.

•

Performance of peer retailers—The compensation committee requests that management prepare a
schedule comparing our performance, including comparable sales growth, operating income and earnings
per share, for the last five fiscal years to the above stated peer group. All of the information for these
retailers was summarized from publicly available data. The compensation committee compares our
relative performance as an additional data point understanding that all of these companies are larger and
may have significantly different business models with significantly different growth profiles.

•

Evaluations—The compensation committee receives a self-evaluation and confidential upward
evaluations of the CEO and summary evaluations of the remaining NEOs. The compensation committee
chair solicits the full membership of the board for feedback on the CEO’s performance and prepares the
CEO’s annual evaluation for review by the full compensation committee.

The compensation committee thoroughly and systematically reviews and discusses all information submitted.
It asks management to clarify and supplement as appropriate. The committee then works with its consultant to
determine fair and competitive compensation awards and opportunities for each of the NEOs.
The compensation committee currently structures the NEO compensation program to:
•

Provide conservative (40th percentile) base salary opportunities against the Company’s competitive
market for executive compensation talent.

•

Establish average (50th percentile) total cash compensation opportunities (base salary, bonus and ShortTerm Cash Based Incentives) against the competitive market.
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•

Provide long-term equity-based awards at the 50th percentile when compared to competitive practices for
comparable roles. In the case of our Chairman and our CEO who beneficially own 6.1% and 10.1% of
the Company, respectively, the compensation committee has concluded that each executive owns a
sufficient amount of equity to align them with the long-term interests of shareholders. Because of this,
neither our Chairman nor our CEO has received equity grants since before the Company’s initial public
offering.

The compensation committee evaluates this approach to total direct compensation on an annual basis to best
maintain alignment of the interests of NEO’s with the long-term economic interests of shareholders, given the
maturity, complexity and size of the business. Included is a thorough review of the approach to the Chairman and
CEO, where the committee reserves the right to provide additional equity-based awards to the incumbents if it
determines doing so is in the best interests of shareholders and/or is needed to best reflect competitive practices.
During its deliberations, the compensation committee also considers:
•

Long-term wealth accumulation—the accumulated wealth from previous equity incentives granted to
each NEO.

•

Internal pay equity—the relationship between the compensation of our CEO and the other NEOs, as well
as staff at-large.

There is discretion inherent in the compensation committee’s role of establishing compensation for the NEOs.
The compensation committee has attempted to minimize discretion by focusing on the three objective financial
measures it considers to be the long-term drivers of the Company’s business: net sales, product margin and
operating profit. These performance measures have historically been used to determine the short-term cash based
incentives and are also key considerations in determining changes to base salary and long-term equity incentive
awards. Some discretion is used by the compensation committee in evaluating the qualitative performance of the
NEOs in determining base salary adjustments and payment of discretionary bonuses. Some discretion is also used in
the granting of long-term equity incentive awards to help NEOs build wealth through ownership of Zumiez stock.
However, in all of these uses of discretion the compensation committee is also governed by the overall
compensation philosophy; and, is guided by explicit competitive targets and ranges of reasonableness.
In making its final decisions, the committee works to ensure that all outcomes are thoroughly justifiable and
defensible as well as fair and effective from all critical perspectives: those of the full board, shareholders, objective
external experts and the NEOs themselves.
Advisory Vote on Executive Compensation. The shareholders of the Company are provided the opportunity to
provide an advisory vote on the Company’s executive compensation every three years, including at the 2020 annual
meeting of shareholders. At the last such vote in June 2020 the shareholders of the Company approved the
Company’s executive compensation in an advisory vote with 98.3% of the votes being cast in favor of the
Company’s executive compensation. The compensation committee viewed this vote as strong support for its
executive compensation decisions and policies and, accordingly, it did not consider making changes to its executive
compensation decisions and policies in response to the 2020 advisory shareholder vote.
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Enterprise Risk and Compensation
The compensation committee considers all facets of the NEOs compensation structure and believes it
appropriately balances the drive for financial results and risks to the Company. The compensation committee aligns
executive compensation with shareholder interests by placing a majority of total compensation “at risk,” and
increasing the amount of pay that is “at risk” as the executives achieve higher levels of performance. “At risk”
means the executive will not realize value unless performance goals are attained. The short-term incentives are tied
to easily measurable financial metrics that the compensation committee believes are consistent, transparent and drive
shareholder value; that is, net sales, product margin and operating profit. The majority of the long-term based
compensation vests over several years and is not tied to specific financial metrics. By combining annual cash
incentives tied to short-term financial performance along with the majority of the NEOs long-term wealth creation
tied to stock performance, the compensation committee believes an appropriate balance exists between rewarding
performance without excessive risk taking. In addition the compensation committee believes the short-term
incentives in place that are tied to financial performance do not provide excessive risk to the Company as they are
capped at no more than 250% of base pay for our CEO, 130% for our Chairman of the Board, 150% for our Chief
Financial Officer, 140% for our President North America, 110% for our Chief Legal Officer and Secretary and
100% for our President International. The compensation committee believes that the overall executive
compensation policy contains less than a ‘reasonable likelihood’ of material risk.
Employment Agreements
None of our U.S. employees have an employment agreement and all U.S. employees are “at will.”
Tax and Accounting Implications
Accounting Treatment. We recognize a charge to earnings for accounting purposes for equity awards over
their vesting period. We expect that the compensation committee will continue to review and consider the
accounting impact of equity awards in addition to considering the impact for dilution and overhand when deciding
on amounts and terms of equity grants.
Deductibility of Executive Compensation. Section 162(m) of the Internal Revenue Code generally limits the
deductibility of compensation for certain named executives in excess of $1.0 million. The compensation committee
believes that while it is generally in the Company’s best interests to comply with Section 162(m) and expects that
most of the compensation paid to the named executives to be under the $1.0 million limit, the committee believes
that there may be circumstances in where the Company’s interests are best served by maintaining flexibility in the
way compensation is provided, whether or not compensation is fully deductible under Section 162. Therefore, the
compensation committee intends to continue to structure the executive compensation with an emphasis on a pay-forperformance and pay-at-risk basis.
Taxation of Parachute Payments and Deferred Compensation. We do not provide and have no obligation to
provide any executive officer, including any NEO, with a “gross-up” or other reimbursement payment for any tax
liability that he or she might owe as a result of the application of Section 280G, 4999, or 409A of the Code.
Sections 280G and 4999 of the Code provide that executive officers and directors who hold significant equity
interests and certain other service providers may be subject to an excise tax if they receive payments or benefits in
connection with a change in control that exceed certain limits prescribed by the Code, and that the employer may
forfeit a deduction on the amounts subject to this additional tax. Section 409A of the Code also may impose
significant taxes on a service provider in the event that he or she receives deferred compensation that does not
comply with the requirements of Code Section 409A. We have structured our compensation arrangements with the
intention of complying with or otherwise being exempt from the requirements of Code Section 409A. Our 2014
Equity Incentive Plan provides that it shall be interpreted and administered to the extent necessary to comply with or
effectuate an exemption from the requirements of Code Section 409A.
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Advisory Vote on Executive Compensation
We provided the Company’s shareholders with the opportunity to vote to approve, on an advisory, nonbinding basis, the compensation of our named executive officers at our 2020 annual meeting of shareholders. As
noted above under the section heading “The Compensation Decision-making Process”. The result of the prior
advisory shareholder vote at our 2020 annual meeting of shareholders was 98.3% of votes cast approved the
compensation of our named executive officers.
Additionally, at our 2017 annual meeting of shareholders, we provided the Company’s shareholders with the
opportunity to indicate their preference on how frequently we should seek an advisory vote on the compensation of
our named executive officers, with the option for every “1 Year,” every “2 Years,” or every “3 Years.” The result of
this advisory vote at our 2017 annual meeting of shareholders was 66.0% of votes cast were in favor of an advisory
vote on executive compensation every three years. Based on the board of directors’ recommendation for a
frequency of three years and the voting results with respect to the frequency of future advisory votes on executive
compensation, the board of directors determined that it would include in the annual shareholder meeting proxy
materials a shareholder vote on executive compensation every three years until the next required vote on frequency
of advisory votes on executive compensation, which we are providing the opportunity to vote on at our 2023 Annual
Meeting of Shareholders.
CEO/Median Employee Pay Ratio
We believe in delivering quality employment experiences at all levels within the Company. In that regard,
every year we create thousands of career opportunities for individuals who are just beginning their professional
careers and who are driven to develop new skills in an environment centered around teaching and learning. Many of
these opportunities are provided to our part-time sales associates, who on average are approximately 19 years of age,
and are often furthering their career through concurrent education and/or additional employment opportunities.
The median employee was identified by calculating fiscal year taxable income for each of our 9,262 employed
individuals, excluding our CEO, on January 29, 2022. All employees located in North America and Europe were
included in the calculation. A de minimis number of non-U.S. employees, approximately 163 located in Australia,
were excluded. Additionally, any earnings paid to employees in a foreign currency were converted to U.S. dollars
using the applicable exchange rates on the date listed above. To help assure an accurate representation of the median
employee, earnings for regular employees employed for less than one year were annualized based on their individual
average earnings to date.
For fiscal 2021, we identified our median employee to be a part-time Sales Associate in one of our U.S. stores,
whose annual compensation was $9,515. As stated in the “Total” column in the Summary Compensation Table, our
CEO’s total compensation for fiscal 2021 was $2,474,467. As a result, we estimate our CEO to median employee
pay ratio to be 260:1.
COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION
Mr. Bailey, Ms. Holmes and Mr. Louden served as members of the compensation committee during fiscal
2021. Mr. Hyde served as a member and chair of the compensation committee until June 1, 2021. Ms. Holmes and
Ms. McCoy served as a member of the compensation committee since June 3, 2021. No member of the
compensation committee was at any time during fiscal 2021 or at any other time an officer or employee of Zumiez,
and no member had any relationship with Zumiez requiring disclosure as a related-person in the section “Certain
Relationships and Related Transactions.” One of our executive officers, Troy Brown, served on the board of
directors of 5.11 Tactical and one of the executive officers of that company, Matthew Hyde, served on our
compensation committee, as the chair, until June 1, 2021. Except as previously noted, no other executive officer of
Zumiez has served on the board of directors or compensation committee of any other entity that has or has had one
or more executive officers who served as a member of our board of directors or compensation committee during
fiscal 2021.
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REPORT OF THE COMPENSATION COMMITTEE OF THE BOARD OF DIRECTORS
The compensation committee of the Company has reviewed and discussed the Compensation Discussion and
Analysis required by Item 402(b) of Regulation S-K with management and, based on such review and discussion,
the compensation committee recommended to the board of directors that the Compensation Discussion and Analysis
be included in this Proxy Statement.
THE COMPENSATION COMMITTEE
Scott A. Bailey, Chairperson
Kalen F. Holmes
Steven P. Louden
The compensation committee report does not constitute soliciting material, and shall not be deemed to be filed or
incorporated by reference into any other filing under the Securities Act of 1933, or the Securities Exchange Act of
1934, except to the extent that the Company specifically incorporates the compensation committee report by
reference therein.
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Summary Compensation Table
The following table shows all compensation for fiscal 2021, 2020 and 2019 awarded to, earned by, or paid to
our CEO, our CFO and our other named executive officers.

Name and Principal Position

Year

Salary
($) (1)

Bonus
($) (2)

Stock
Awards
($) (3)

Non-Equity
Option Incentive Plan All Other
Awards Compensation Compensation
($) (4)
($) (5)
($) (6)

Total
($)

Thomas D. Campion .................. 2021 335,033
—
Chairman of the Board ......... 2020 335,033 217,000
2019 335,033
—

—
—
—

—
—
—

408,959
—
339,146

14,262
11,573
12,763

758,254
563,606
686,942

Richard M. Brooks..................... 2021 735,000
—
Chief Executive Officer........ 2020 735,000 918,000
and Director .......................... 2019 734,615
—

—
—
—

—
—
—

1,725,515
—
1,430,953

13,952
11,205
12,425

2,474,467
1,664,205
2,177,993

Christopher C. Work.................. 2021 452,750
— 174,987 174,985
Chief Financial Officer......... 2020 440,000 308,000 159,997 160,000
2019 439,769
— 149,988 149,996

638,089
—
411,180

10,027
7,948
9,016

1,450,838
1,075,945
1,159,949

Troy R. Brown ........................... 2021 545,692
— 417,486 417,496
President North America ...... 2020 530,000 452,000 399,993 400,000
2019 529,712
— 374,996 374,996

656,662
—
464,757

13,697
10,940
11,377

2,051,033
1,792,933
1,755,838

Chris K. Visser........................... 2021 366,788
— 149,976 149,981
Chief Legal Officer .............. 2020 356,000 196,000 139,984 140,000
and Secretary ........................ 2019 355,385
— 124,982 124,991

379,097
—
277,235

13,476
10,709
9,077

1,059,318
842,692
891,670

Adam C. Ellis............................. 2021 425,750 124,067 449,974 149,981
President International.......... 2020 414,000 207,000 149,990 149,996
2019 413,769 50,000
—
—

133,247
—
75,203

233,316 (7) 1,516,335
395,738 (7) 1,316,724
316,736 (7) 855,708

(1) This column represents the base salary earned during fiscal 2021, 2020 and 2019. We use a fiscal calendar
consisting of a 52- or 53-week period ending on the Saturday closest to January 31 with an extra week added to
the fourth quarter every five or six years. Fiscal 2021, 2020 and 2019 were 52-week fiscal years.
(2) This column represents the bonus compensation awarded to NEOs during fiscal 2021, 2020 and 2019 and paid
in early fiscal 2022, 2021 and 2020, respectively. For additional information on the amount related to bonus
compensation, see the previous discussion in the Compensation Discussion and Analysis entitled “Bonus.”
(3) This column represents the aggregate grant-date fair value of restricted stock awards calculated in accordance
with FASB ASC Topic 718, excluding the impact of estimated forfeitures related to service based vesting
conditions. For assumptions used in determining these values, please see Note 2 (listed under Stock-Based
Compensation) in the Notes to Consolidated Financial Statements in our fiscal 2021, 2020 and 2019 Form 10K. Information regarding the restricted stock awards granted to the NEOs during fiscal 2021 is set forth in the
Grants of Plan-Based Awards Table on a grant-by-grant basis.
(4) This column represents the aggregate grant-date fair value of stock option awards calculated in accordance with
FASB ASC Topic 718, excluding the impact of estimated forfeitures related to service based vesting conditions.
For assumptions used in determining these values, please see Note 2 (listed under Stock-Based Compensation)
in the Notes to Consolidated Financial Statements in our fiscal 2021, 2020 and 2019 Form 10-K. Information
regarding the stock option awards granted to our NEOs during 2021 is set forth in the Grants of Plan-Based
Awards Table on a grant-by-grant basis.
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(5) The amounts set forth in this column were earned during fiscal 2021 and 2019 and paid in early fiscal 2022 and
2020 respectively, to each of the NEOs under our executive Short-Term Cash Based Incentives. For additional
information on the determination of the amounts related to Non-Equity Incentive Plan Compensation, see the
previous discussion in the Compensation Discussion and Analysis entitled, “Short-Term Cash Based
Incentives.” Information regarding the threshold, target and maximum estimated future payouts under nonequity incentive plan awards is set forth in the Grants of Plan-Based Awards Table.
(6) All other compensation includes 401(k) employer match contributions and company paid life insurance
premiums.
(7) In fiscal 2017, Mr. Ellis relocated to Austria at our request and received international assignment-related
benefits, including housing-related expenses and tax equalization. In fiscal 2021, he received $226,549 in tax
equalization payments. In fiscal 2020, he received $96,559 in housing-related benefits, $34,728 in other
assignment-related costs, and $256,615 in tax equalization payments. In fiscal 2019, he received $66,409 in
housing-related benefits, $23,940 in other assignment-related costs, and $226,387 in tax equalization payments.
The tax-equalization payments are intended to place Mr. Ellis in a similar net tax position as a similarly
compensated employee in the United States.

47

Grants of Plan-Based Awards
The following table provides information about equity and non-equity awards granted to the NEOs in fiscal
2021. In the columns described as Estimated Future Payouts Under Non-Equity Incentive Plan Awards, this table
quantifies potential awards under the executive short-term cash based incentives plan discussed previously.

Name

All Other
Stock
Awards:
Estimated Future Payouts Under Number of
Non-Equity
Shares of
Incentive Plan Awards (1)
Stock
Threshold Target Maximum or Units (#)
Grant Date
($)
($)
($)
(2)

All Other
Option
Awards:
Number of
Securities
Underlying
Options (#)
(3)

Grant Date
Exercise or Fair Value
Base Price of Stock
of Option and Option
Awards ($) Awards ($)
(4)
(5)

Thomas D. Campion ............................
Chairman of the Board

108,875 217,750

435,500

—

—

—

—

Richard M. Brooks ...............................
Chief Executive Officer and
Director

459,375 918,750 1,837,500

—

—

—

—

7,712

45.31

174,987
174,985

18,400

45.31

417,486
417,496

6,610

45.31

149,976
149,981

6,610

45.31

449,974
149,981

169,875 339,750
Christopher C. Work ............................
Chief Financial Officer .................. 3/15/2021
3/15/2021

679,500

Troy R. Brown ...............................
191,100 382,200
President North America .......... 3/15/2021

764,400

3,862

9,214

3/15/2021

Chris K. Visser...............................
100,925 201,850
Chief Legal Officer and
Secretary ................................... 3/15/2021

403,700
3,310

3/15/2021

Adam C. Ellis.................................
128,100 256,200
President International.............. 3/15/2021
3/15/2021

427,000
9,931

(1) These columns show what the potential payout for each NEO was under the executive short-term cash based
incentives for fiscal 2021 if the threshold, target or maximum goals were satisfied for all performance measures.
The short-term cash-based incentive was approved in March 2021. Please refer to the discussion in the
Compensation Discussion and Analysis entitled, “Short-Term Cash Based Incentives” and the Summary
Compensation Table for amounts earned by the NEOs in fiscal 2021.
(2) This column shows the number of shares of restricted stock granted in fiscal 2021 to the NEOs. Except for
6,621 of restricted stock units granted to Mr. Ellis that vest in full after three years of service, the restricted
stock awards vest over a three-year period in equal annual installments beginning on the first anniversary date
of the grant. Please refer to the discussion in the Compensation Discussion and Analysis entitled, “Long-Term
Equity Incentives.” Information on the aggregate grant-date fair value of restricted stock awards is set forth in
the Summary Compensation Table.
(3) This column shows the number of stock options granted in fiscal 2021 to the NEOs. These stock options vest
over a four-year period in equal annual installments beginning on the first anniversary date of the grant. Please
refer to the discussion in the Compensation Discussion and Analysis entitled, “Long-Term Equity Incentives.”
Information on the aggregate grant-date fair value of stock option awards is set forth in the Summary
Compensation Table.
(4) This column shows the exercise price for the stock options granted, which was the closing price of the
Company’s stock on the grant date indicated.
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(5) This column represents the aggregate grant-date fair value of restricted stock and stock option awards calculated
in accordance with FASB ASC Topic 718, excluding the impact of estimated forfeitures related to service based
vesting conditions. For assumptions used in determining these values, please see Note 2 (listed under StockBased Compensation) in the Notes to Consolidated Financial Statements in our fiscal 2021 Form 10-K. These
amounts reflect the Company’s accounting expense for these stock option and restricted stock awards to be
recognized over the vesting period of the grants, and do not correspond to the actual value that will be
recognized by the NEO.
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Outstanding Equity Awards at Fiscal Year-End
The following table provides information on the holdings of stock option awards and restricted stock awards
for the NEOs at January 29, 2022. This table includes unexercised and unvested stock options and restricted stock
awards. The vesting schedule for each grant of stock options and restricted stock awards is shown in the footnotes to
this table. The market value of the restricted stock awards is based on the closing market price of our stock on
January 29, 2022, which was $43.25.
Option Awards

Name

Number of
Securities
Underlying
Unexercised
Options
Exercisable
(#)

Stock Awards
Market
Number of
Value of
Securities
Number of
Shares or
Underlying
Shares or
Units of
Unexercised Options
Units of Stock
Stock that
Options
Exercise Option That Have Not
Have Not
Unexercisable Price Expiration
Vested
Vested
(#)
($)
Date
(#)
($)

Thomas D. Campion ...................................................................
Chairman of the Board

—

—

—

—

—

—

Richard M. Brooks......................................................................
Chief Executive Officer and Director

—

—

—

—

—

—

Christopher C. Work...................................................................
Chief Financial Officer ........................................................

3,011 (1)
— (3)
— (4)
— (5)
— (6)
—
—
—

—
2,699
6,266
13,986
7,712
—
—
—

38.57
23.40
24.54
18.60
45.31
—
—
—

3/16/2025
3/19/2028
3/18/2029
3/16/2030
3/15/2031
—
—
—

—
—
—
—
—
2,038 (7)
5,734 (8)
3,862 (9)

—
—
—
—
—
88,144
247,996
167,032

Troy R. Brown ............................................................................
President North America......................................................

8,915 (1)
7,078 (2)
19,429 (3)
15,664 (4)
11,655 (5)
— (6)
—
—
—
—

—
—
6,477
15,664
34,965
18,400
—
—
—
—

38.57
17.70
23.40
24.54
18.60
45.31
—
—
—
—

3/16/2025
3/13/2027
3/19/2028
3/18/2029
3/16/2030
3/15/2031
—
—
—
—

—
—
—
—
—
—
18,604 (10)
5,094 (7)
14,336 (8)
9,214 (9)

—
—
—
—
—
—
804,623
220,316
620,032
398,506

Chris K. Visser............................................................................
Chief Legal Officer and Secretary .......................................

— (3)
— (4)
— (5)
— (6)
—
—

2,699
5,221
12,238
6,610
—
—

23.40
24.54
18.60
45.31
—
—

3/19/2028
3/18/2029
3/16/2030
3/15/2031
—
—

—
—
—
—
1,698 (7)
5,016 (8)

—
—
—
—
73,439
216,942

—

—

—

3,310 (9)

143,158

—
Adam C. Ellis..............................................................................
President International .........................................................

— (5)
— (6)

13,112
6,610

18.60 3/16/2030
45.31 3/15/2031

—
—

—
—

—

—

—

—

1,749 (11)

—

—

—

—

7,752 (12) 335,274

75,644

—

—

—

—

5,376 (13) 232,512

—

—

—

—

3,310 (14) 143,158

—

—

—

—

6,621 (15) 286,358

(1) Options subject to this grant vest over a four-year period in equal annual installments beginning on the one-year
anniversary of the grant date. The grant date was March 16, 2015.
(2) Options subject to this grant vest over a four-year period in equal annual installments beginning on the one-year
anniversary of the grant date. The grant date was March 13, 2017.
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(3) Options subject to this grant vest over a four-year period in equal annual installments beginning on the one-year
anniversary of the grant date. The grant date was March 19, 2018.
(4) Options subject to this grant vest over a four-year period in equal annual installments beginning on the one-year
anniversary of the grant date. The grant date was March 18, 2019.
(5) Options subject to this grant vest over a four-year period in equal annual installments beginning on the one-year
anniversary of the grant date. The grant date was March 16, 2020.
(6) Options subject to this grant vest over a four-year period in equal annual installments beginning on the one-year
anniversary of the grant date. The grant date was March 15, 2021.
(7) This restricted stock grant vest over a three-year period in equal annual installments beginning on the grant date
anniversary. The grant date was March 18, 2019.
(8) This restricted stock grant vest over a three-year period in equal annual installments beginning on the grant date
anniversary. The grant date was March 16, 2020.
(9) This restricted stock grant vest over a three-year period in equal annual installments beginning on the grant date
anniversary. The grant date was March 15, 2021.
(10) This restricted stock grant vest over a five-year period in varying annual installments beginning on the second
grant date anniversary. The grant date was June 15, 2018.
(11) This restricted stock grant vest over a six-year period in varying annual installments beginning on the one-year
anniversary of the grant date. The grant date was December 27, 2016.
(12) This restricted stock units grant vest over a five-year period in varying annual installments beginning on the
second grant date anniversary. The grant date was June 15, 2018.
(13) This restricted stock unit grant vest over a three-year period in equal annual installments beginning on the grant
date anniversary. The grant date was March 16, 2020.
(14) This restricted stock unit grant vest over a three-year period in equal annual installments beginning on the grant
date anniversary. The grant date was March 15, 2021.
(15) This restricted stock unit grant vest at the end of a three-year period beginning on the grant date. The grant date
was March 15, 2021.
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Option Exercises and Stock Vested
The following table provides information for the NEOs on stock option exercises and on the vesting of other
stock awards during fiscal 2021, including the number of shares acquired upon exercise or vesting and the value
released before payment of any applicable withholding taxes and broker commissions.
Option Awards
Stock Awards
Number of Shares
Number of Shares
Valued Realized on
Acquired on
Acquired on
Value Realized
Exercise
Exercise (1)
Vesting
on Vesting (2)
(#)
($)
(#)
($)

Name

Thomas D. Campion....................................................
Chairman of the Board

—

—

—

—

Richard M. Brooks ......................................................
Chief Executive Officer and Director

—

—

—

—

Christopher C. Work ...................................................
Chief Financial Officer

16,598

425,412

6,686

301,603

Troy R. Brown.............................................................
President North America

20,834

594,536

21,188

957,705

Chris K. Visser ............................................................
Chief Legal Officer and Secretary

15,729

314,498

5,989

270,457

Adam C. Ellis ..............................................................
President International

7,540

141,225

9,869

458,472

(1) The dollar amount realized upon exercise was calculated by determining the difference between the market
price of the underlying shares of common stock at exercise and the exercise price of the stock options.
(2) The dollar amount realized upon vesting was calculated by applying the market price of the restricted stock
shares on the vesting dates.
Pension Benefits
The Company does not maintain a defined benefit pension plan or supplemental pension plan.
Nonqualified Deferred Compensation
The Company does not maintain a nonqualified deferred compensation plan.
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Potential Payments Upon Termination or Change in Control
Certain of the NEOs have unvested stock options and awards of restricted stock under the Company’s 2014
Equity Incentive Plan, the vesting of which may accelerate in the event of a Change in Control (as defined below).
The Company does not maintain a severance or separation plan, or any such individual plans, for its executive
officers. Accordingly, except as described below, there are no agreements, arrangements or plans that entitle the
Company’s executive officers to enhanced benefits upon termination of their employment. The information below
is a summary of certain provisions of these agreements and does not attempt to describe all aspects of the
agreements. The rights of the parties are governed by the actual agreements and are in no way modified by the
abbreviated summaries set forth in this proxy statement.
Double-Trigger Acceleration of Stock Award Vesting
The Company’s 2014 Equity Incentive Plan has a double-trigger acceleration which provides that in the event
of a Change in Control we do not accelerate vesting of awards that are assumed or replaced by the resulting entity
after a change in control unless an employee employment is also terminated by the Company without cause or by the
employee with good reason within one year of the change in control.
For purposes of the 2014 Equity Incentive Plan, “Change in Control” means:
(i) the consummation of a merger or consolidation of the Company with or into another entity or any other
corporate reorganization, if more than 50% of the combined voting power of the continuing or surviving
entity’s securities outstanding immediately after such merger, consolidation or other reorganization is
owned by persons who were not shareholders of the Company immediately prior to such merger,
consolidation or other reorganization; or
(ii) the sale, transfer or other disposition of all or substantially all of the Company’s assets.
A transaction shall not constitute a Change in Control if its sole purpose is to change the state of the
Company’s incorporation or to create a holding company that will be owned in substantially the same proportions by
the persons who held the Company’s securities immediately before such transaction.
The following table shows the potential payments the NEOs could have received under these arrangements in
connection with a Change in Control on January 29, 2022:
Change in Control
with Double Trigger Acceleration
Restricted Stock
Stock Option Vesting
Vesting in Connection
in Connection with a
with a Change in
Change in Control (1)
Control (2)

Executive Officer

Thomas D. Campion
Chairman of the Board ..................................................................................
Richard M. Brooks,
Chief Executive Officer and Director ...........................................................
Christopher C. Work
Chief Financial Officer .................................................................................
Troy R. Brown
President North America...............................................................................
Chris K. Visser
Chief Legal Officer and Secretary ................................................................
Adam C. Ellis
President International ..................................................................................
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$

—

$

—

$

—

$

—

$

515,567

$

503,171

$

1,283,529

$

2,043,476

$

452,927

$

433,538

$

323,211

$

1,072,946

(1) Represents the amount calculated by multiplying the number of in-the-money unvested options with respect to
which the vesting would accelerate as a result of Change in Control under the circumstances of a double trigger
acceleration as defined in the 2014 Equity Incentive Plan noted by the difference between the exercise price and
the closing price of a share of common stock on the last trading day of fiscal 2021. The number of shares
subject to unvested stock options and exercise prices thereof are shown previously in the Outstanding Equity
Awards at Fiscal Year-End table.
(2) Represents the amount of unvested restricted stocks awarded with respect to which the vesting would accelerate
as a result of a Change in Control under the circumstances of a double trigger acceleration as defined in the
2014 Equity Incentive Plan noted by the number of restricted stock shares unvested at the closing price of a
share of common stock on the last trading day of fiscal 2021.
Death or Disability
The restricted stock awarded under the Company’s 2014 Equity Incentive Plan provide that if a participant’s
employment is terminated by reason of death or disability (as defined in the 2014 Equity Incentive Plan), then
unvested restricted stock awards would accelerate and immediately vest. Beginning in March 2020, the stock
options awarded under the Company’s 2014 Equity Incentive Plan provide that if a participant’s employment is
terminated by reason of death and disability (as defined in the 2014 Equity Incentive Plan), then unvested stock
options would accelerate and immediately vest.
The value of the potential payments the NEOs that would have vested assuming a January 29, 2022 termination
of employment due to death or disability was: Christopher C. Work, $847,925; Troy R. Brown, $2,905,363; Chris
K. Visser, $735,205; and Adam C. Ellis, $1,396,157.
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EQUITY COMPENSATION PLAN INFORMATION
The following table sets forth information concerning the Company’s equity compensation plans at January
29, 2022:
Number of
Number of
securities to be
Weightedsecurities
issued upon
average exercise
remaining
exercise of
price of
available for
outstanding
outstanding
future issuance
options, warrants options, warrants
under equity
and rights
and rights
compensation plans

Plan Category

Equity compensation plans approved by security holders (1) .........
Equity compensation plans not approved by security holders (2) ...
Employee stock purchase plans approved by security holders (3) ..

266,811 $
—
—

26.37
—
—

1,650,454
—
76,191

(1) Equity compensation plans approved by shareholders includes the 2014 Equity Incentive Plan.
(2) The Company does not have any equity compensation plans that were not approved by the Company’s
shareholders.
(3) Employee stock purchase plans approved by shareholders include the 2014 Employee Stock Purchase Plan.
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REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS
The audit committee operates under a written charter adopted by the Company’s board of directors. The
charter of the audit committee is available at http://ir.zumiez.com.
We have reviewed and discussed with management our consolidated financial statements as of and for the
fiscal year ended January 29, 2022.
We have reviewed and discussed with management and the independent auditor management’s assessment of
the effectiveness of the Company’s internal control over financial reporting and the independent auditor’s opinion
about the effectiveness of the Company’s internal control over financial reporting.
We have discussed with the independent auditor the matters required to be discussed by Public Company
Accounting Oversight Board (PCAOB) Auditing Standard No. 16 (Communication with Audit Committees).
We have received and reviewed the written disclosures and the letter from our independent auditor required by
applicable requirements of the PCAOB regarding the independent auditor’s communications with the audit
committee concerning independence, and have discussed with the independent auditor their independence.
Based on the reviews and discussions referred to previously, we recommended to our board of directors that
the financial statements referred to previously be included in our Annual Report on Form 10-K.
THE AUDIT COMMITTEE
Steven P. Louden, Chairman
Travis D. Smith
James P. Murphy
The audit committee report does not constitute soliciting material, and shall not be deemed to be filed or
incorporated by reference into any other filing under the Securities Act of 1933, or the Securities Exchange Act of
1934, except to the extent that the Company specifically incorporates the audit committee report by reference
therein.
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Fees Paid to Independent Registered Public Accounting Firm for Fiscal 2021 and 2020
The aggregate fees billed by Moss Adams LLP for professional services rendered for fiscal 2021 and fiscal
2020, are as follows:
Fiscal 2021

Fiscal 2020

Audit fees (1) ................................................................ $ 514,200 $ 514,200
Audit-related fees (2) ....................................................
32,217
16,500
Total fees....................................................................... $ 546,417 $ 530,700
(1) Audit fees include services and costs in connection with the audit of the consolidated annual financial
statements of the Company and reviews of the interim condensed consolidated financial statements included in
the Company’s quarterly reports.
(2) Audit-related fees include administrative fees and services and costs in connection with the audit of the
Company’s 401K plan.
Policy on Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of Independent
Registered Public Accounting Firm
The audit committee pre-approves all auditing services, internal control-related services and permitted nonaudit services (including the fees and terms thereof) to be performed for the Company by its independent auditor,
subject to the “de minimis exception” (discussed below) for non-audit services that are approved by the audit
committee prior to the completion of the audit. The audit committee may form and delegate authority to
subcommittees consisting of one or more members when appropriate, including the authority to grant pre-approvals
of audit and permitted non-audit services, provided that decisions of such subcommittee to grant pre-approvals shall
be presented to the full audit committee at its next scheduled meeting. The audit committee will evaluate whether
any permitted non-audit services are compatible with maintaining the auditor’s independence.
As discussed previously, all services of the auditor must be pre-approved by the audit committee except for
certain services other than audit, review or attest services that meet the “de minimis exception” under 17 CFR
Section 210.2-01, namely:
•

the aggregate amount of fees paid for all such services is not more than 5% of the total fees paid by the
Company to its auditor during the fiscal year in which the services are provided;

•

such services were not recognized by the Company at the time of the engagement to be non-audit
services; and

•

such services are promptly brought to the attention of the audit committee and approved prior to the
completion of the audit.

During fiscal 2021 and 2020, there were no services that were performed pursuant to the “de minimis
exception.”
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PROPOSAL 2
RATIFICATION OF SELECTION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Upon the recommendation of the audit committee, the board of directors has reappointed Moss Adams LLP to
audit our consolidated financial statements for the fiscal year ending January 28, 2023 (“fiscal 2022”). Moss Adams
LLP has served as our independent registered public accounting firm since 2006. A representative from Moss
Adams LLP will be at the meeting to answer any questions that may arise.
If the shareholders do not ratify the selection of Moss Adams LLP as our independent registered public
accounting firm for fiscal 2022, our board of directors will evaluate what would be in the best interests of our
Company and our shareholders and consider whether to select a new independent registered public accounting firm
for the current fiscal year or whether to wait until the completion of the audit for the current fiscal year before
changing our independent registered public accounting firm.
THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR RATIFICATION OF ITS SELECTION OF MOSS ADAMS
LLP AS THE COMPANY’S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR FISCAL 2022
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HOUSEHOLDING OF PROXY MATERIALS
The SEC has adopted rules that permit companies and intermediaries (e.g., brokers, banks and other agents) to
satisfy the delivery requirements for proxy statements and annual reports with respect to two or more shareholders
sharing the same address by delivering a single proxy statement addressed to those shareholders. This process,
which is commonly referred to as “householding,” potentially means extra convenience for shareholders and cost
savings for companies.
A number of brokers, banks or other agents with account holders who are shareholders of Zumiez will be
“householding” our proxy materials. A single proxy statement will be delivered to multiple shareholders sharing an
address unless contrary instructions have been received from the affected shareholders. Once you have received
notice from your broker, bank or other agent that it will be “householding” communications to your address,
“householding” will continue until you are notified otherwise or until you revoke your consent. If, at any time, you
no longer wish to participate in “householding” and would prefer to receive a separate proxy statement and annual
report, please notify your broker, bank or other agent, and direct a written request for the separate proxy statement
and annual report to Secretary, Zumiez Inc., 4001 204th Street SW, Lynnwood, Washington 98036. Shareholders
whose shares are held by their broker, bank or other agent as nominee and who currently receive multiple copies of
the proxy statement at their address that would like to request “householding” of their communications should
contact their broker, bank or other agent.
PROPOSALS OF SHAREHOLDERS
We expect to hold our next annual meeting on or about June 1, 2023. If you wish to submit a proposal for
inclusion in the proxy materials for that meeting, a must send the proposal to our Secretary at the address below. A
shareholder proposal submitted pursuant to Rule 14a-8 under the Securities Exchange Act of 1934 must be received
at our executive offices no later than December 23, 2022, to be considered for inclusion. Shareholder proposal must
comply with all applicable legal requirements. Timely submission of a proposal does not guarantee that such
proposal will be included in the proxy statement.
If you intend to nominate candidates for election as directors or present a proposal at the meeting without
including it in our proxy materials, you must provide notice of such proposal to us no later than February 1, 2023,
and not before January 2, 2023. Our bylaws outline procedures for giving the required notice. If you would like a
copy of the procedures contained in our bylaws, please contact:
Secretary
Zumiez Inc.
4001 204th Street SW
Lynnwood, Washington 98036
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OTHER MATTERS
Our board of directors knows of no other matters that will be presented for consideration at the annual
meeting. If any other matters are properly brought before the meeting, it is the intention of the persons named in the
accompanying proxy to vote on such matters in accordance with their best judgment.
By Order of the Board of Directors
Chris K. Visser
Chief Legal Officer and Secretary
Lynnwood, Washington
April 22, 2022
A copy of our Annual Report on Form 10-K for the fiscal year ended January 29, 2022 filed with the
SEC is available without charge upon written request to: Secretary, Zumiez Inc., 4001 204th Street SW,
Lynnwood, Washington 98036.
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GHVLJQRXUVHOOLQJSODWIRUPVWRDSSHDOWRWHHQDJHUVDQG\RXQJDGXOWVDQGWRVHUYHDVDGHVWLQDWLRQIRURXUFXVWRPHUV
:HEHOLHYHWKDWRXUGLVWLQFWLYHVHOOLQJSODWIRUPVFRQFHSWVDQGFRPSHOOLQJHFRQRPLFVZLOOSURYLGHFRQWLQXHG
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:HEHOLHYHWKDWRXUFXVWRPHUVGHVLUHDXWKHQWLFPHUFKDQGLVHDQGIDVKLRQWKDWLVURRWHGLQWKHIDVKLRQPXVLF
DUWDQGFXOWXUHRIDFWLRQVSRUWVVWUHHWZHDUDQGRWKHUXQLTXHOLIHVW\OHVWRH[SUHVVWKHLULQGLYLGXDOLW\:HVWULYHWR
NHHSRXUPHUFKDQGLVLQJPL[IUHVKE\FRQWLQXRXVO\LQWURGXFLQJQHZEUDQGVVW\OHVDQGFDWHJRULHVRISURGXFW2XU
IRFXVRQDGLYHUVHFROOHFWLRQRIEUDQGVDOORZVXVWRTXLFNO\DGMXVWWRFKDQJLQJIDVKLRQWUHQGV:HEHOLHYHWKDWRXU
G
VWUDWHJLFPL[RIDSSDUHOIRRWZHDUDFFHVVRULHVDQGKDUGJRRGVLQFOXGLQJVNDWHERDUGVVQRZERDUGVELQGLQJV
FRPSRQHQWVDQGRWKHUHTXLSPHQWDOORZVXVWRVWUHQJWKHQWKHSRWHQWLDORIWKHEUDQGVZHVHOODQGKHOSVWRDIILUPRXU
FUHGLELOLW\ZLWKRXUFXVWRPHUV,QDGGLWLRQZHVXSSOHPHQWRXUPHUFKDQGLVHPL[ZLWKDVHOHFWRIIHULQJRISULYDWH
U
ODEHODSSDUHODQGSURGXFWVDVDYDOXHSURSRVLWLRQWKDWZHEHOLHYHFRPSOHPHQWVRXURYHUDOOPHUFKDQGLVHVHOHFWLRQ
2YHURXU\HDUKLVWRU\ZHKDYHGHYHORSHGDFRUSRUDWHFXOWXUHEDVHGRQDSDVVLRQIRUVHUYLQJRXUFXVWRPHUV
WKURXJKWKHOHQVRIDFWLRQVSRUWVVWUHHWZHDUDQGRWKHUXQLTXHOLIHVW\OHV:HKDYHLQFUHDVHGRXUGLOXWHGHDUQLQJVSHU
VKDUHIURPLQILVFDOWRLQILVFDOUHSUHVHQWLQJDFRPSRXQGDQQXDOJURZWKUDWHDQG
EHHQSURILWDEOHLQHYHU\ILVFDO\HDURIRXU\HDUKLVWRU\
Competitive Strengths
:HEHOLHYHWKDWWKHIROORZLQJFRPSHWLWLYHVWUHQJWKVGLIIHUHQWLDWHXVIURPRXUFRPSHWLWRUVDQGDUHFULWLFDOWR
RXUFRQWLQXLQJVXFFHVV
Attractive Lifestyle Retailing Concept:HWDUJHWDODUJHSRSXODWLRQRI\RXQJPHQDQGZRPHQPDQ\RI
ZKRPZHEHOLHYHDUHDWWUDFWHGWRDFWLRQVSRUWVVWUHHWZHDUDQGRWKHUXQLTXHOLIHVW\OHVDQGGHVLUHWRH[SUHVVWKHLU
SHUVRQDOLQGHSHQGHQFHDQGVW\OHWKURXJKWKHDSSDUHOIRRWZHDUDQGDFFHVVRULHVWKH\ZHDUDQGWKHHTXLSPHQWWKH\
XVH:HEHOLHYHZHKDYHGHYHORSHGDEUDQGLPDJHWKDWRXUFXVWRPHUVYLHZDVFRQVLVWHQWZLWKWKHLUDWWLWXGHVIDVKLRQ
WDVWHVDQGLGHQWLW\DQGGLIIHUHQWLDWHVXVLQRXUPDUNHW
Differentiated Merchandising Strategy:HKDYHFUHDWHGDKLJKO\GLIIHUHQWLDWHGJOREDOUHWDLOLQJFRQFHSWE\
RIIHULQJDQH[WHQVLYHVHOHFWLRQRIFXUUHQWDQGUHOHYDQWOLIHVW\OHEUDQGVHQFRPSDVVLQJDSSDUHOIRRWZHDUDFFHVVRULHV
DQGKDUGJRRGV7KHEUHDGWKRIPHUFKDQGLVHRIIHUHGWKURXJKRXUVDOHVFKDQQHOVH[FHHGVWKDWRIIHUHGE\PDQ\RIRXU
FRPSHWLWRUVDQGLQFOXGHVVRPHEUDQGVDQGSURGXFWVWKDWDUHDYDLODEOHRQO\IURPXV0DQ\RIRXUFXVWRPHUVGHVLUH
WRXSGDWHWKHLUZDUGUREHVDQGHTXLSPHQWDVIDVKLRQWUHQGVHYROYHRUWKHVHDVRQGLFWDWHVSURYLGLQJXVWKH
RSSRUWXQLW\WRVKLIWRXUPHUFKDQGLVHVHOHFWLRQVHDVRQDOO\:H EHOLHYHWKDWRXUDELOLW\WRTXLFNO\UHFRJQL]HFKDQJLQJ
EUDQGDQGVW\OHSUHIHUHQFHVDQGWUDQVLWLRQRXUPHUFKDQGLVHRIIHULQJVDOORZVXVWRFRQWLQXDOO\SURYLGHDFRPSHOOLQJ
RIIHULQJWRRXUFXVWRPHUV
I
Deep-rooted Culture:HEHOLHYHRXUFXOWXUHDQGEUDQGLPDJHHQDEOHXVWRVXFFHVVIXOO\DWWUDFWDQGUHWDLQKLJK
TXDOLW\HPSOR\HHVZKRDUHSDVVLRQDWHDQGNQRZOHGJHDEOHDERXWWKHSURGXFWVZHVHOO:HSODFHJUHDWHPSKDVLVRQ
FXVWRPHUVHUYLFHDQGVDWLVIDFWLRQDQGZHKDYHPDGHWKLVDGHILQLQJIHDWXUHRIRXUFRUSRUDWHFXOWXUH7RSUHVHUYH
RXUFXOWXUHZHVWULYHWRSURPRWHIURPZLWKLQDQGZHSURYLGHRXUHPSOR\HHVZLWKWKHNQRZOHGJHDQGWRROVWR
VXFFHHGWKURXJKRXUFRPSUHKHQVLYHWUDLQLQJSURJUDPVDQGWKHHPSRZHUPHQWWRPDQDJHWKHLUVWRUHVWRPHHW
ORFDOL]HGFXVWRPHUGHPDQG
Distinctive Customer Experience:HVWULYHWRSURYLGHDFRQYHQLHQWVKRSSLQJHQYLURQPHQWWKDWLVDSSHDOLQJ
DQGFOHDUO\FRPPXQLFDWHVRXUGLVWLQFWEUDQGLPDJH:HVHHNWRLQWHJUDWHRXUVWRUHDQGGLJLWDOVKRSSLQJH[SHULHQFHV
WRVHUYHRXUFXVWRPHUVZKHQHYHUZKHUHYHUDQGKRZHYHUWKH\FKRRVHWRHQJDJHZLWKXV:HVHHNWRDWWUDFW
NQRZOHGJHDEOHVDOHDVVRFLDWHVZKRLGHQWLI\ZLWKRXUEUDQGDQGDUHDEOHWRRIIHUVXSHULRUFXVWRPHUVHUYLFHDGYLFH
DQGSURGXFWH[SHUWLVH:HEHOLHYHWKDWRXUGLVWLQFWLYHVKRSSLQJH[SHULHQFHHQKDQFHVRXULPDJHDVDOHDGLQJVRXUFH
IRUDSSDUHODQGHTXLSPHQWIRUDFWLRQVSRUWVVWUHHWZHDUDQGRWKHUXQLTXHOLIHVW\OHV



Disciplined Operating Philosophy:HKDYHDQH[SHULHQFHGVHQLRUPDQDJHPHQWWHDP2XUPDQDJHPHQW
WHDPKDVEXLOWDVWURQJRSHUDWLQJIRXQGDWLRQEDVHGRQVRXQGUHWDLOSULQFLSOHVWKDWXQGHUOLHRXUXQLTXHFXOWXUH2XU
SKLORVRSK\HPSKDVL]HVDQLQWHJUDWHGFRPELQDWLRQRIUHVXOWVPHDVXUHPHQWWUDLQLQJDQGLQFHQWLYHSURJUDPVDOO
GHVLJQHGWRGULYHVDOHVSURGXFWLYLW\WRWKHLQGLYLGXDOVWRUHDVVRFLDWHOHYHO2XUFRPSUHKHQVLYHWUDLQLQJSURJUDPVDUH
GHVLJQHGWRSURYLGHRXUHPSOR\HHVZLWKWKHNQRZOHGJHDQGWRROV WRGHYHORSOHDGHUVKLSFRPPXQLFDWLRQVDOHVDQG
RSHUDWLRQDOH[SHUWLVH:HEHOLHYHWKDWRXUPHUFKDQGLVLQJWHDPLPPHUVLRQLQWKHOLIHVW\OHVZHUHSUHVHQW
VXSSOHPHQWHGZLWKIHHGEDFNIURPRXUFXVWRPHUVVWRUHDVVRFLDWHVDQGRPQLFKDQQHOOHDGHUVKLSDOORZVXVWR
FRQVLVWHQWO\LGHQWLI\DQGUHDFWWRHPHUJLQJIDVKLRQWUHQGV:HEHOLHYHWKDWWKLVFRPELQHGZLWKRXULQYHQWRU\
SODQQLQJDQGDOORFDWLRQSURFHVVHVDQGV\VWHPVKHOSVXVEHWWHUPDQDJHPDUNGRZQDQGIDVKLRQULVN
High-Impact, Integrated Marketing Approach:HVHHNWREXLOGUHODWLRQVKLSVZLWKRXUFXVWRPHUVWKURXJKD
PXOWLIDFHWHGPDUNHWLQJDSSURDFKWKDWLVGHVLJQHGWRLQWHJUDWHRXUEUDQGLPDJHVZLWKWKHOLIHVW\OHVZHUHSUHVHQW
2XUPDUNHWLQJHIIRUWVIRFXVRQUHDFKLQJRXUFXVWRPHUVLQWKHLUHQYLURQPHQWDQGIHDWXUHH[WHQVLYHJUDVVURRWVGLJLWDO
DQGSK\VLFDOPDUNHWLQJHYHQWVDVZHOODVWKH=XPLH]67$6+OR\DOW\SURJUDP2XUPDUNHWLQJHIIRUWVLQFRUSRUDWH
ORFDOVSRUWLQJDQGPXVLFHYHQWSURPRWLRQVLQWHUDFWLYHFRQWHVWVSRQVRUVKLSVWKDWDFWLYHO\LQYROYHRXUFXVWRPHUVZLWK
RXUEUDQGVDQGSURGXFWVDQGYDULRXVVRFLDOQHWZRUNFKDQQHOV(YHQWVDQGDFWLYLWLHVVXFKDVWKHVHSURYLGH
RSSRUWXQLWLHVIRURXUFXVWRPHUVWRGHYHORSDVWURQJLGHQWLW\ZLWKRXUFXOWXUHDQGEUDQGV2XU67$6+OR\DOW\
SURJUDPDOORZVXVWROHDUQPRUHDERXWRXUFXVWRPHUDQGVHUYHWKHLUQHHGVEHWWHU:HEHOLHYHWKDWRXUDELOLW\WR
LQWHUDFWZLWKRXUFXVWRPHUDQGRXULPPHUVLRQLQWKHOLIHVW\OHVZHUHSUHVHQWDOORZVXVWREXLOGFUHGLELOLW\ZLWKRXU
FXVWRPHUVDQGJDWKHUYDOXDEOHIHHGEDFNRQHYROYLQJFXVWRPHUSUHIHUHQFHV
Growth Strategy
:HLQWHQGWRH[SDQGRXUSUHVHQFHDVDOHDGLQJJOREDOVSHFLDOW\ UHWDLOHURIDFWLRQVSRUWVVWUHHWZHDUDQGRWKHU
XQLTXHOLIHVW\OHVE\
Continuing to Generate Sales Growth through Existing Channels:HVHHNWRPD[LPL]HRXUFRPSDUDEOHVDOHV
WKURXJKRXULQWHJUDWHGVWRUHDQGRQOLQHVKRSSLQJH[SHULHQFHVDQGRIIHULQJRXUFXVWRPHUVDEURDGDQGUHOHYDQW
VHOHFWLRQRIEUDQGVDQGSURGXFWVLQFOXGLQJDXQLTXHFXVWRPHUH[SHULHQFHWKURXJKHDFKLQWHUDFWLRQZLWKRXUEUDQG
:HEHOLHYHLQGULYLQJWRWKHRSWLPXPVWRUHFRXQWLQHDFKSK\VLFDOJHRJUDSK\WKDWZHRSHUDWHLQDQGRSWLPL]LQJ
FRPSDUDEOHVDOHVZLWKLQWKHVHPDUNHWVEHWZHHQSK\VLFDODQGGLJLWDOWRGULYHWRWDOWUDGHDUHDVDOHVJURZWK
Enhancing our Brand Awareness through Continued Marketing and Promotion:HEHOLHYHWKDWDNH\
FRPSRQHQWRIRXUVXFFHVVLVWKHEUDQGH[SRVXUHWKDWZHUHFHLYHIURPRXUPDUNHWLQJHYHQWVSURPRWLRQVDQG
DFWLYLWLHVWKDWHPERG\WKHXQLTXHOLIHVW\OHVRIRXUFXVWRPHUV 7KHVHDUHGHVLJQHGWRDVVLVWXVLQLQFUHDVLQJEUDQG
DZDUHQHVVLQRXUH[LVWLQJPDUNHWVDQGH[SDQGLQJLQWRQHZPDUNHWVE\VWUHQJWKHQLQJRXUFRQQHFWLRQZLWKRXUWDUJHW
FXVWRPHUEDVH:HDOVRXVHRXU67$6+OR\DOW\SURJUDPWRLQFUHDVHEUDQGHQJDJHPHQWDQGHQKDQFHEUDQG
FUHGLWDELOLW\:HEHOLHYHWKDWRXUPDUNHWLQJHIIRUWVKDYHDOVREHHQVXFFHVVIXOLQJHQHUDWLQJDQGSURPRWLQJLQWHUHVWLQ
RXUSURGXFWRIIHULQJV,QDGGLWLRQZHXVHRXUHFRPPHUFHSUHVHQFHWRIXUWKHULQFUHDVHRXUEUDQGDZDUHQHVV:H
SODQWRFRQWLQXHWRH[SDQGRXULQWHJUDWHGPDUNHWLQJHIIRUWVE\SURPRWLQJPRUHHYHQWVDQGDFWLYLWLHVLQRXUH[LVWLQJ
DQGQHZPDUNHWV:HDOVREHQHILWIURPEUDQGHGYHQGRUV¶PDUNHWLQJ
Opening or Acquiring New Store Locations:HEHOLHYHRXUEUDQGKDVDSSHDOWKDWSURYLGHVVHOHFWVWRUH
H[SDQVLRQRSSRUWXQLWLHVSDUWLFXODUO\ZLWKLQRXULQWHUQDWLRQDOPDUNHWV'XULQJWKHODVWWKUHHILVFDO\HDUVZHKDYH
RSHQHGQHZVWRUHVFRQVLVWLQJRIVWRUHVLQILVFDOVWRUHVLQILVFDODQGVWRUHVLQILVFDO:H
KDYHVXFFHVVIXOO\RSHQHGVWRUHVLQGLYHUVHPDUNHWVWKURXJKRXWWKH86DQGLQWHUQDWLRQDOO\ZKLFKZHEHOLHYH
GHPRQVWUDWHVWKHSRUWDELOLW\DQGJURZWKSRWHQWLDORIRXUFRQFHSWV7RWDNHDGYDQWDJHRIZKDWZHEHOLHYHWREHD
FRPSHOOLQJHFRQRPLFVWRUHPRGHOZHSODQWRRSHQDSSUR[LPDWHO\QHZVWRUHVLQILVFDOLQFOXGLQJVWRUHVLQ
RXUH[LVWLQJPDUNHWVDQGLQQHZPDUNHWVLQWHUQDWLRQDOO\7KHQXPEHURIDQWLFLSDWHGVWRUHRSHQLQJVPD\LQFUHDVHRU
GHFUHDVHGXHWRPDUNHWFRQGLWLRQVDQGRWKHUIDFWRUV2XUJRDOLQRSHQLQJVWRUHVLVWRQRWKDYHRQHPRUHVWRUHWKDQ
QHHGHGWRVHUYHDOORXUFXVWRPHUVZLWKLQDWUDGHDUHD



Merchandising and Purchasing
2XUJRDOLVWREHYLHZHGE\RXUFXVWRPHUVDVWKHGHILQLWLYHVRXUFHRIPHUFKDQGLVHIRUWKHLUXQLTXHOLIHVW\OHV
DFURVVDOOFKDQQHOVLQZKLFKZHRSHUDWH:HEHOLHYHWKDWWKHEUHDGWKRIPHUFKDQGLVHWKDWZHRIIHURXUFXVWRPHUV
ZKLFKLQFOXGHVDSSDUHOIRRWZHDUDFFHVVRULHVDQGKDUGJRRGVH[FHHGVWKDWRIIHUHGE\PDQ\RWKHUVSHFLDOW\VWRUHVDW
DVLQJOHORFDWLRQDQGPDNHVXVDVLQJOHVWRSSXUFKDVHGHVWLQDWLRQIRURXUWDUJHWFXVWRPHUV
:HVHHNWRLGHQWLI\IDVKLRQWUHQGVDVWKH\GHYHORSDQGWRUHVSRQGLQDWLPHO\PDQQHUZLWKDUHOHYDQWSURGXFW
DVVRUWPHQW:HVWULYHWRNHHSRXUPHUFKDQGLVLQJPL[IUHVKE\FRQWLQXRXVO\LQWURGXFLQJQHZEUDQGVRUVW\OHVLQ
UHVSRQVHWRWKHHYROYLQJGHVLUHVRIRXUFXVWRPHUV2XUPHUFKDQGLVHPL[PD\YDU\E\UHJLRQFRXQWU\DQGVHDVRQ
UHIOHFWLQJWKHSUHIHUHQFHVDQGVHDVRQVLQHDFKPDUNHW
:HEHOLHYHWKDWRIIHULQJDQH[WHQVLYHVHOHFWLRQRIFXUUHQWDQGUHOHYDQWEUDQGVLQVSRUWVIDVKLRQPXVLFDQGDUW
LVLQWHJUDOWRRXURYHUDOOVXFFHVV1RVLQJOHWKLUGSDUW\EUDQGWKDWZHFDUU\DFFRXQWHGIRUPRUHWKDQDQG
RIRXUQHWVDOHVLQILVFDODQGUHVSHFWLYHO\:HEHOLHYHWKDWRXUVWUDWHJLFPL[RIDSSDUHO
IRRWZHDUDFFHVVRULHVDQGKDUGJRRGVDOORZVXVWRVWUHQJWKHQWKHSRWHQWLDORIWKHEUDQGVZHVHOODQGDIILUPVRXU
FUHGLELOLW\ZLWKRXUFXVWRPHUV
:HEHOLHYHWKDWRXUDELOLW\WRPDLQWDLQDQLPDJHFRQVLVWHQWZLWKWKHXQLTXHOLIHVW\OHVRIRXUFXVWRPHUVLV
LPSRUWDQWWRRXUNH\YHQGRUV*LYHQRXUVFDOHDQGPDUNHWSRVLWLRQZHEHOLHYHWKDWPDQ\RIRXUNH\YHQGRUVYLHZ
XVDVDQLPSRUWDQWUHWDLOSDUWQHU7KLVSRVLWLRQKHOSVHQVXUHRXUDELOLW\WRSURFXUHDUHOHYDQWSURGXFWDVVRUWPHQWDQG
TXLFNO\UHVSRQGWRWKHFKDQJLQJIDVKLRQLQWHUHVWVRIRXUFXVWRPHUV$GGLWLRQDOO\ZHEHOLHYHZHDUHSUHVHQWHGZLWK
DJUHDWHUYDULHW\RISURGXFWVDQGVW\OHVE\VRPHRIRXUYHQGRUVDVZHOODVFHUWDLQVSHFLDOO\GHVLJQHGLWHPVWKDWZH
H[FOXVLYHO\GLVWULEXWH:HVXSSOHPHQWRXUPHUFKDQGLVHDVVRUWPHQWZLWKDVHOHFWRIIHULQJRISULYDWHODEHOSURGXFWV
DFURVVPDQ\RIRXUSURGXFWFDWHJRULHV2XUSULYDWHODEHOSURGXFWVFRPSOHPHQWWKHEUDQGHGSURGXFWVZHVHOODQG
VRPHRIRXUSULYDWHODEHOEUDQGVDOORZXVWRFDWHUWRWKHPRUHYDOXHRULHQWHGFXVWRPHU)RUILVFDODQG
RXUSULYDWHODEHOPHUFKDQGLVHUHSUHVHQWHGDQGRIRXUQHWVDOHVUHVSHFWLYHO\
:HKDYHGHYHORSHGDGLVFLSOLQHGDSSURDFKWREX\LQJDQGDG\QDPLFLQYHQWRU\SODQQLQJDQGDOORFDWLRQSURFHVV
WRVXSSRUWRXUPHUFKDQGLVHVWUDWHJ\:HXWLOL]HDEURDGYHQGRUU EDVHWKDWDOORZVXVWRVKLIWRXUPHUFKDQGLVH
SXUFKDVHVDVUHTXLUHGWRUHDFWTXLFNO\WRFKDQJLQJFRQVXPHUGHPDQGVDQGPDUNHWFRQGLWLRQV:HPDQDJHWKH
SXUFKDVLQJDQGDOORFDWLRQSURFHVVE\UHYLHZLQJEUDQGHGPHUFKDQGLVHOLQHVIURPQHZDQGH[LVWLQJYHQGRUV
LGHQWLI\LQJHPHUJLQJIDVKLRQWUHQGVDQGVHOHFWLQJEUDQGHGPHUFKDQGLVHVW\OHVLQTXDQWLWLHVFRORUVDQGVL]HVWRPHHW
LQYHQWRU\OHYHOVHVWDEOLVKHGE\PDQDJHPHQW:HFRRUGLQDWHLQYHQWRU\OHYHOVLQFRQQHFWLRQZLWKLQGLYLGXDOVWRUHV¶
VDOHVVWUHQJWKRXUSURPRWLRQVDQGVHDVRQDOLW\:HXWLOL]HDORFDOL]HGIXOILOOPHQWVWUDWHJ\WRIXOILOOWKHPDMRULW\RI
RXUHFRPPHUFHRUGHUVWKURXJKRXUVWRUHVWRHQKDQFHFXVWRPHUH[SHULHQFHPD[LPL]HLQYHQWRU\SURGXFWLYLW\DQG
UHGXFHVKLSSLQJWLPH
2XUPHUFKDQGLVLQJVWDIIUHPDLQVLQWXQHZLWKWKHIDVKLRQPXVLFDUWDQGFXOWXUHRIDFWLRQVSRUWVVWUHHWZHDU
DQGRWKHUXQLTXHOLIHVW\OHVE\SDUWLFLSDWLQJLQOLIHVW\OHVZHVXSSRUWDWWHQGLQJUHOHYDQWHYHQWVDQGFRQFHUWVZDWFKLQJ
UHODWHGSURJUDPPLQJDQGUHDGLQJUHOHYDQWSXEOLFDWLRQVDQGVRFLDOQHWZRUNFKDQQHOV,QRUGHUWRLGHQWLI\HYROYLQJ
WUHQGVDQGIDVKLRQSUHIHUHQFHVRXUVWDIIVSHQGVFRQVLGHUDEOHWLPHDQDO\]LQJVDOHVGDWDJDWKHULQJIHHGEDFNIURPRXU
VWRUHVDQGFXVWRPHUVVKRSSLQJLQNH\PDUNHWVDQGVROLFLWLQJLQSXWIURPRXUYHQGRUV:LWKDJOREDOIRRWSULQWZHDUH
Q
DEOHWRLGHQWLI\WUHQGVWKDWHPHUJHDOORYHUWKHZRUOG
:HVRXUFHRXUSULYDWHODEHOPHUFKDQGLVHIURPSULPDULO\IRUHLJQ PDQXIDFWXUHUVDURXQGWKHZRUOG:HKDYH
FXOWLYDWHGRXUSULYDWHODEHOVRXUFHVZLWKDYLHZWRZDUGVKLJKTXDOLW\PHUFKDQGLVHSURGXFWLRQUHOLDELOLW\DQG
T
FRQVLVWHQF\RIILW:HEHOLHYHWKDWRXUNQRZOHGJHRIIDEULFDQGSURGXFWLRQFRVWVFRPELQHGZLWKDIOH[LEOHVRXUFLQJ
EDVHHQDEOHVXVWRVRXUFHKLJKTXDOLW\SULYDWHODEHOJRRGVDWIDYRUDEOHFRVWV
I
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QRYHOFRURQDYLUXV ³&29,'´ SDQGHPLF



Store Design and Environment.:HGHVLJQRXUVWRUHVWRFUHDWHDGLVWLQFWLYHDQGHQJDJLQJVKRSSLQJ
HQYLURQPHQWWKDWZHEHOLHYHUHVRQDWHVZLWKRXUFXVWRPHUV2XUVWRUHVIHDWXUHDQLQGXVWULDOORRNGHQVHPHUFKDQGLVH
GLVSOD\VOLIHVW\OHIRFXVHGSRVWHUVDQGVLJQDJHDQGSRSXODUPXVLFDOORIZKLFKDUHFRQVLVWHQWZLWKWKHORRNDQGIHHO
RIDQLQGHSHQGHQWVSHFLDOW\VKRS2XUVWRUHVDUHGHVLJQHGWRHQFRXUDJHRXUFXVWRPHUVWRVKRSIRUORQJHUSHULRGVRI
WLPHWRLQWHUDFWZLWKHDFKRWKHUDQGRXUVWRUHDVVRFLDWHVDQGWRYLVLWRXUVWRUHVPRUHIUHTXHQWO\2XUVWRUHVDUH
FRQVWUXFWHGDQGILQLVKHGWRDOORZXVWRHIILFLHQWO\VKLIWPHUFKDQGLVHGLVSOD\VWKURXJKRXWWKH\HDUDVWKHVHDVRQ
GLFWDWHV$W-DQXDU\RXUVWRUHVDYHUDJHGDSSUR[LPDWHO\VTXDUHIHHW$OOUHIHUHQFHVLQWKLV$QQXDO
5HSRUWRQ)RUP.WRVTXDUHIRRWDJHRIRXUVWRUHVUHIHUVWRJURVVVTXDUHIRRWDJHLQFOXGLQJUHWDLOVHOOLQJVWRUDJH
DQGEDFNRIILFHVSDFH
Expansion Opportunities and Site Selection,QVHOHFWLQJDORFDWLRQIRUDQHZVWRUHZHWDUJHWKLJKWUDIILF
I
ORFDWLRQVZLWKVXLWDEOHGHPRJUDSKLFVDQGIDYRUDEOHOHDVHWHUPV:HJHQHUDOO\ORFDWHRXUVWRUHVLQDUHDVLQZKLFK
RWKHUWHHQDQG\RXQJDGXOWRULHQWHGUHWDLOHUVKDYHSHUIRUPHGZHOO:HIRFXVRQHYDOXDWLQJWKHPDUNHWVSHFLILF
FRPSHWLWLYHHQYLURQPHQWIRUSRWHQWLDOQHZVWRUHORFDWLRQV:HVHHNWRGLYHUVLI\RXUVWRUHORFDWLRQVUHJLRQDOO\DQG
E\FDOLEHURIPDOORUVKRSSLQJDUHD)RUPDOOORFDWLRQVZHVHHNORFDWLRQVQHDUEXV\DUHDVRIWKHPDOOVXFKDVIRRG
FRXUWVPRYLHWKHDWHUVJDPHVWRUHVDQGRWKHUSRSXODUWHHQDQG\RXQJDGXOWUHWDLOHUV
Store Management, Operations and Training:HEHOLHYHWKDWRXUVXFFHVVLVGHSHQGHQWLQSDUWRQRXUDELOLW\
WRDWWUDFWWUDLQUHWDLQDQGPRWLYDWHTXDOLILHGHPSOR\HHVDWDOOOHYHOVRIRXURUJDQL]DWLRQ:HKDYHGHYHORSHGD
FRUSRUDWHFXOWXUHWKDWZHEHOLHYHHPSRZHUVWKHLQGLYLGXDOVWRUHPDQDJHUVWRPDNHVWRUHOHYHOEXVLQHVVGHFLVLRQVDQG
FRQVLVWHQWO\UHZDUGVWKHLUVXFFHVV:HDUHFRPPLWWHGWRLPSURYLQJWKHVNLOOVDQGFDUHHUVRIRXUZRUNIRUFHDQG
SURYLGLQJDGYDQFHPHQWRSSRUWXQLWLHVIRUHPSOR\HHV
:HEHOLHYHZHSURYLGHRXUPDQDJHUVZLWKWKHNQRZOHGJHDQGWRROVWRVXFFHHGWKURXJKRXUFRPSUHKHQVLYH
WUDLQLQJSURJUDPVDQGWKHIOH[LELOLW\WRPDQDJHWKHLUVWRUHVWRPHHWFXVWRPHUGHPDQGV:KLOHJHQHUDOJXLGHOLQHVIRU
RXUPHUFKDQGLVHDVVRUWPHQWVVWRUHOD\RXWVDQGLQVWRUHYLVXDOVDUHSURYLGHGE\RXUKRPHRIILFHVZHJLYHRXU
PDQDJHUVVXEVWDQWLDOGLVFUHWLRQWRWDLORUWKHLUVWRUHVWRWKHLQGLYLGXDOPDUNHWDQGHPSRZHUWKHPWRPDNHVWRUHOHYHO
EXVLQHVVGHFLVLRQV:HGHVLJQJURXSWUDLQLQJSURJUDPVIRURXUPDQDJHUVWRLPSURYHERWKRSHUDWLRQDOH[SHUWLVHDQG
VXSHUYLVRU\VNLOOV
2XUVWRUHDVVRFLDWHVJHQHUDOO\KDYHDQLQWHUHVWLQWKHIDVKLRQPXVLFDUWDQGFXOWXUHRIWKHOLIHVW\OHZHVXSSRUW
DQGDUHNQRZOHGJHDEOHDERXWRXUSURGXFWV7KURXJKRXUWUDLQLQJHYDOXDWLRQDQGLQFHQWLYHSURJUDPVZHVHHNWR
HQKDQFHWKHSURGXFWLYLW\RIRXUVWRUHDVVRFLDWHV7KHVHSURJUDPVDUHGHVLJQHGWRSURPRWHDFRPSHWLWLYH\HWIXQ
FXOWXUHWKDWLVFRQVLVWHQWZLWKWKHXQLTXHOLIHVW\OHVZHVHHNWRSURPRWH
Marketing and Advertising
:HVHHNWRUHDFKRXUWDUJHWFXVWRPHUDXGLHQFHWKURXJKDPXOWLIDFHWHGPDUNHWLQJDSSURDFKWKDWLVGHVLJQHGWR
I
LQWHJUDWHRXUEUDQGLPDJHZLWKWKHOLIHVW\OHVZHUHSUHVHQW2XUPDUNHWLQJHIIRUWVIRFXVRQUHDFKLQJRXUFXVWRPHUVLQ
WKHLUHQYLURQPHQWDQGIHDWXUHH[WHQVLYHSK\VLFDODQGGLJLWDOJUDVVURRWVPDUNHWLQJHYHQWVZKLFKJLYHRXUFXVWRPHUV
DQRSSRUWXQLW\WRH[SHULHQFHDQGSDUWLFLSDWHLQWKHOLIHVW\OHVZHRIIHU2XUJUDVVURRWVPDUNHWLQJHYHQWVDUHEXLOW
DURXQGWKHGHPRJUDSKLFVRIRXUFXVWRPHUEDVHDQGRIIHUDQRSSRUWXQLW\IRURXUFXVWRPHUVWRGHYHORSDVWURQJ
LGHQWLW\ZLWKRXUEUDQGVDQGFXOWXUH
:HKDYHDFXVWRPHUOR\DOW\SURJUDPWKH=XPLH]67$6+ZKLFKDOORZVPHPEHUVWRHDUQSRLQWVIRUSXUFKDVHV
RUSHUIRUPDQFHRIFHUWDLQDFWLYLWLHV7KHSRLQWVFDQEHUHGHHPHGIRUDEURDGUDQJHRIUHZDUGVLQFOXGLQJSURGXFW
DQGH[SHULHQWLDOUHZDUGV2XUPDUNHWLQJHIIRUWVDOVRLQFRUSRUDWHORFDOVSRUWLQJDQGPXVLFHYHQWSURPRWLRQV
DGYHUWLVLQJLQPDJD]LQHVSRSXODUZLWKRXUWDUJHWPDUNHWLQWHUDFWLYHFRQWHVWVSRQVRUVKLSVWKDWDFWLYHO\LQYROYHRXU
FXVWRPHUVZLWKRXUEUDQGVDQGSURGXFWVWKH=XPLH]67$6+FDWDORJVDQGYDULRXVVRFLDOQHWZRUNFKDQQHOV:H
EHOLHYHWKDWRXULPPHUVLRQLQDFWLRQVSRUWVVWUHHWZHDUDQGRWKHUXQLTXHOLIHVW\OHVDOORZVXVWREXLOGFUHGLELOLW\ZLWK
RXUWDUJHWDXGLHQFHDQGJDWKHUYDOXDEOHIHHGEDFNRQHYROYLQJFXVWRPHUSUHIHUHQFHV



Distribution and Fulfillment
7LPHO\DQGHIILFLHQWGLVWULEXWLRQRIPHUFKDQGLVHWRRXUVWRUHVLVDQLPSRUWDQWFRPSRQHQWRIRXURYHUDOO
EXVLQHVVVWUDWHJ\'RPHVWLFDOO\RXUGLVWULEXWLRQFHQWHULVORFDWHGLQ&RURQD&DOLIRUQLD$WWKLVIDFLOLW\
PHUFKDQGLVHLVLQVSHFWHGDOORFDWHGWRVWRUHVDQGGLVWULEXWHGWRRXUVWRUHVDQGFXVWRPHUV(DFKVWRUHLVW\SLFDOO\
VKLSSHGPHUFKDQGLVHILYHWLPHVDZHHNSURYLGLQJRXUVWRUHVZLWKDVWHDG\IORZRIQHZPHUFKDQGLVH:HXWLOL]HD
ORFDOL]HGIXOILOOPHQWVWUDWHJ\LQZKLFKZHXVHRXUGRPHVWLFVWRUHQHWZRUNWRSURYLGHIXOILOOPHQWVHUYLFHVIRUWKHYDVW
PDMRULW\RIRQOLQHFXVWRPHUSXUFKDVHV
,QWHUQDWLRQDOO\ZHRSHUDWHGLVWULEXWLRQFHQWHUVORFDWHGLQ'HOWD&DQDGD*UD]$XVWULDDQG0HOERXUQH
$XVWUDOLDWRVXSSRUWRXURSHUDWLRQVLQ&DQDGD(XURSHDQG$XVWUDOLDUHVSHFWLYHO\(DFKRIRXULQWHUQDWLRQDOHQWLWLHV
DUHSURJUHVVLQJWRZDUGIXOOORFDOL]HGIXOILOOPHQWDQGDUHLQYDULRXVVWDWHVRILPSOHPHQWDWLRQ
Management Information Systems
2XUPDQDJHPHQWLQIRUPDWLRQV\VWHPVSURYLGHLQWHJUDWLRQRIVWRUHRQOLQHPHUFKDQGLVLQJGLVWULEXWLRQ
ILQDQFLDODQGKXPDQUHVRXUFHVIXQFWLRQV7KHV\VWHPVLQFOXGHDSSOLFDWLRQVUHODWHGWRSRLQWRIVDOHLQYHQWRU\
D
PDQDJHPHQWVXSSO\FKDLQSODQQLQJVRXUFLQJPHUFKDQGLVLQJDQGILQDQFLDOUHSRUWLQJ:HFRQWLQXHWRLQYHVWLQ
G
WHFKQRORJ\WRDOLJQWKHVHV\VWHPVZLWKRXUEXVLQHVVUHTXLUHPHQWVDQGWRVXSSRUWRXUFRQWLQXLQJJURZWK
Competition
7KHWHHQDJHDQG\RXQJDGXOWUHWDLODSSDUHOKDUGJRRGVIRRWZHDUDQGDFFHVVRULHVLQGXVWU\LVKLJKO\
U
FRPSHWLWLYH:HFRPSHWHZLWKRWKHUUHWDLOHUVIRUYHQGRUVFXVWRPHUVVXLWDEOHVWRUHORFDWLRQVDQGTXDOLILHGVWRUH
DVVRFLDWHVPDQDJHPHQWSHUVRQQHORQOLQHPDUNHWLQJFRQWHQWVRFLDOPHGLDHQJDJHPHQWDQGHFRPPHUFHWUDIILF,Q
WKHVRIWJRRGVPDUNHWZKLFKLQFOXGHVDSSDUHOIRRWZHDUDQGDFFHVVRULHVZHFXUUHQWO\FRPSHWHZLWKRWKHUWHHQDJH
DQG\RXQJDGXOWIRFXVHGUHWDLOHUV,QDGGLWLRQLQWKHVRIWJRRGVPDUNHWZHFRPSHWHZLWKLQGHSHQGHQWVSHFLDOW\
VKRSVGHSDUWPHQWVWRUHVYHQGRUVWKDWVHOOWKHLUSURGXFWVGLUHFWO\WRWKHUHWDLOPDUNHWQRQPDOOUHWDLOHUVDQG
HFRPPHUFHUHWDLOHUV,QWKHKDUGJRRGVPDUNHWZKLFKLQFOXGHVVNDWHERDUGVVQRZERDUGVELQGLQJVFRPSRQHQWVDQG
RWKHUHTXLSPHQWZHFRPSHWHGLUHFWO\RULQGLUHFWO\ZLWKWKHIROORZLQJFDWHJRULHVRIFRPSDQLHVRWKHUVSHFLDOW\
UHWDLOHUVVXFKDVORFDOVQRZERDUGDQGVNDWHVKRSVODUJHIRUPDWVSRUWLQJJRRGVVWRUHVDQGFKDLQVYHQGRUVZKRVHOO
WKHLUSURGXFWVGLUHFWO\WRWKHUHWDLOPDUNHWDQGHFRPPHUFHUHWDLOHUV
&RPSHWLWLRQLQRXUVHFWRULVEDVHGRQDPRQJRWKHUWKLQJVPHUFKDQGLVHRIIHULQJVVWRUHORFDWLRQSULFHDQG
WKHDELOLW\WRLGHQWLI\ZLWKWKHFXVWRPHU:HEHOLHYHWKDWRXUDELOLW\WRFRPSHWHIDYRUDEO\ZLWKRXUFRPSHWLWRUVLV
U
GXHWRRXUGLIIHUHQWLDWHGPHUFKDQGLVLQJVWUDWHJ\FRPSHOOLQJVWRUHHQYLURQPHQWDQGGHHSURRWHGFXOWXUH
Seasonality
+LVWRULFDOO\RXURSHUDWLRQVKDYHEHHQVHDVRQDOZLWKWKHODUJHVWSRUWLRQRIQHWVDOHVDQGQHWLQFRPHRFFXUULQJ
LQWKHWKLUGDQGIRXUWKILVFDOTXDUWHUVUHIOHFWLQJLQFUHDVHGGHPDQGGXULQJWKHEDFNWRVFKRRODQGZLQWHUKROLGD\
VHOOLQJVHDVRQV'XULQJILVFDODSSUR[LPDWHO\RIRXUQHWVDOHVRFFXUUHGLQWKHWKLUGDQGIRXUWKTXDUWHUV
FRPELQHG$VDUHVXOWRIWKLVVHDVRQDOLW\DQ\IDFWRUVQHJDWLYHO\DIIHFWLQJXVGXULQJWKHODVWKDOIRIWKH\HDU
LQFOXGLQJXQIDYRUDEOHHFRQRPLFFRQGLWLRQVDGYHUVHZHDWKHURURXUDELOLW\WRDFTXLUHVHDVRQDOPHUFKDQGLVH
LQYHQWRU\FRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQVIRUWKHHQWLUH
\HDU2XUTXDUWHUO\UHVXOWVRIRSHUDWLRQVPD\DOVRIOXFWXDWHEDVHGXSRQVXFKIDFWRUVDVWKHWLPLQJRIFHUWDLQKROLGD\
VHDVRQVWKHSRSXODULW\RIVHDVRQDOPHUFKDQGLVHRIIHUHGWKHWLPLQJDQGDPRXQWRIPDUNGRZQVFRPSHWLWLYH
LQIOXHQFHVDQGWKHQXPEHUDQGWLPLQJRIQHZVWRUHRSHQLQJVUHPRGHOVDQGFORVLQJV
Trademarks
7KH³=XPLH]´³%OXH7RPDWR´DQG³)DVW7LPHV´WUDGHPDUNVDQGFHUWDLQRWKHUWUDGHPDUNVKDYHEHHQ
U
UHJLVWHUHGRUDUHWKHVXEMHFWRISHQGLQJWUDGHPDUNDSSOLFDWLRQVZLWKWKH863DWHQWDQG7UDGHPDUN2IILFHDQGZLWK
WKHUHJLVWULHVRIFHUWDLQIRUHLJQFRXQWULHV:HUHJDUGRXUWUDGHPDUNVDVYDOXDEOHDQGLQWHQGWRPDLQWDLQVXFKPDUNV
DQGDQ\UHODWHGUHJLVWUDWLRQVDQGYLJRURXVO\SURWHFWRXUWUDGHPDUNV:HDOVRRZQQXPHURXVGRPDLQQDPHVZKLFK
KDYHEHHQUHJLVWHUHGZLWKWKH&RUSRUDWLRQIRU$VVLJQHG1DPHVDQG1XPEHUV



Employees
$W-DQXDU\ZHHPSOR\HGDSSUR[LPDWHO\IXOOWLPHDQGDSSUR[LPDWHO\SDUWWLPH
HPSOR\HHVJOREDOO\+RZHYHUWKHQXPEHURISDUWWLPHHPSOR\HHVIOXFWXDWHVGHSHQGLQJRQRXUVHDVRQDOQHHGVDQG
JHQHUDOO\LQFUHDVHVGXULQJSHDNVHOOLQJVHDVRQVSDUWLFXODUO\WKHEDFNWRVFKRRODQGWKHZLQWHUKROLGD\VHDVRQV
1RQHRIRXUHPSOR\HHVDUHUHSUHVHQWHGE\DODERUXQLRQDQGZHEHOLHYHWKDWRXUUHODWLRQVKLSZLWKRXUHPSOR\HHVLV
SRVLWLYH
:HEHOLHYHLQGHOLYHULQJTXDOLW\HPSOR\PHQWH[SHULHQFHVDWDOOOHYHOVZLWKLQWKH&RPSDQ\,QWKDWUHJDUG
HYHU\\HDUZHFUHDWHWKRXVDQGVRIFDUHHURSSRUWXQLWLHVLQRXUVWRUHVIRULQGLYLGXDOVZKRDUHMXVWEHJLQQLQJWKHLUU
SURIHVVLRQDOFDUHHUVDQGZKRDUHGULYHQWRGHYHORSQHZVNLOOVLQDQHQYLURQPHQWFHQWHUHGDURXQGWHDFKLQJDQGG
OHDUQLQJ0DQ\RIWKHVHRSSRUWXQLWLHVDUHSURYLGHGWRRXUSDUWWLPHVDOHVDVVRFLDWHVZKRRQDYHUDJHDUH
DSSUR[LPDWHO\\HDUVRIDJHDQGDUHRIWHQIXUWKHULQJWKHLUFDUHHUWKURXJKFRQFXUUHQWHGXFDWLRQDQGRUDGGLWLRQDO
HPSOR\PHQWRSSRUWXQLWLHV
7KH=XPLH]FXOWXUHLVEXLOWRQDVHWRIVKDUHGYDOXHVWKDWKDYHEHHQLQSODFHVLQFHWKHLQFHSWLRQRIWKH
EXVLQHVV7KHVHVKDUHGYDOXHVLQFOXGHHPSRZHUHGPDQDJHUVWHDFKLQJDQGOHDUQLQJFRPSHWLWLRQUHFRJQLWLRQDQGG
IDLUQHVVDQGKRQHVW\2XUFXOWXUHVWULYHVWRLQWHJUDWHTXDOLW\WHDFKLQJDQGOHDUQLQJH[SHULHQFHVWKURXJKRXWWKH
RUJDQL]DWLRQ:HGRWKLVWKURXJKDFRPSUHKHQVLYHWUDLQLQJSURJUDPZKLFKSULPDULO\IRFXVHVRQVDOHVDQGFXVWRPHUU
VHUYLFHWUDLQLQJ2XUWUDLQLQJSURJUDPVKDYHEHHQGHYHORSHGLQWHUQDOO\DQGDUHDOPRVWH[FOXVLYHO\WDXJKWLQWHUQDOO\
E\=XPLH]HPSOR\HHVWR=XPLH]HPSOR\HHV7KHWUDLQLQJSURJUDPVKDYHEHHQGHYHORSHGWRHPSRZHURXUPDQDJHUV
WRPDNHJRRGUHWDLOGHFLVLRQV
:HEHOLHYH=XPLH]LVDSODFHZKHUHSHRSOHKDYHDYRLFHZLOOEHKHDUGDQGKDYHELDVIUHH
RSSRUWXQLWLHV$FFRUGLQJO\RXUZRUNSODFHLVEXLOWXSRQWKHIRXQGDWLRQRIHTXLW\DQGLQFOXVLRQZKHUHLWVSHRSOHDUH
I
GLYHUVHLQWKHLUEDFNJURXQGVFRPPXQLWLHVDQGSRLQWVRIYLHZ\HWDOOVKDUHWKHVDPHFRUHFXOWXUDOYDOXHVRIZRUNLQJ
KDUGJLYLQJEDFNDQGHPSRZHULQJRWKHUV,QWKLVUHJDUGWKH&RPSDQ\DLPVWREHDQLQFOXVLYHUHIOHFWLRQRILWV
FXVWRPHUVHPSOR\HHVDQGEXVLQHVVSDUWQHUV3D\HTXLW\HPSOR\HHVEHLQJSDLGHTXDOO\IRUHTXDOZRUNZLWKRXW
UHJDUGIRUUDFHRUJHQGHULVDEDVHOLQHFRPSRQHQWRIWKLVIRFXVRQHTXLW\DQGLQFOXVLRQ
Financial Information about Segments
6HH1RWH³6HJPHQW5HSRUWLQJ´LQWKH1RWHVWR&RQVROLGDWHG)LQDQFLDO6WDWHPHQWVIRXQGLQ3DUW,9,WHP
RIWKLV)RUP.IRULQIRUPDWLRQUHJDUGLQJRXUVHJPHQWVSURGXFWFDWHJRULHVDQGFHUWDLQJHRJUDSKLFDO
LQIRUPDWLRQ
Available Information
2XUSULQFLSDOZHEVLWHDGGUHVVLVZZZ]XPLH]FRP:HPDNHDYDLODEOHIUHHRIFKDUJHRXUSUR[\VWDWHPHQW
DQQXDOUHSRUWWRVKDUHKROGHUVDQQXDOUHSRUWRQ)RUP.TXDUWHUO\UHSRUWVRQ)RUP4FXUUHQWUHSRUWVRQ)RUP
.DQGDOODPHQGPHQWVWRWKRVHUHSRUWVDVVRRQDVUHDVRQDEO\SUDFWLFDEOHDIWHUVXFKPDWHULDOLVHOHFWURQLFDOO\ILOHG
ZLWKRUIXUQLVKHGWRWKH6HFXULWLHVDQG([FKDQJH&RPPLVVLRQ ³6(&´ DWKWWSLU]XPLH]FRP,QIRUPDWLRQ
DYDLODEOHRQRXUZHEVLWHLVQRWLQFRUSRUDWHGE\UHIHUHQFHLQDQGLVQRWGHHPHGDSDUWRIWKLV)RUP.7KH6(&
PDLQWDLQVDZHEVLWHWKDWFRQWDLQVHOHFWURQLFILOLQJVE\=XPLH] DQGRWKHULVVXHUVDWZZZVHFJRY,QDGGLWLRQWKH
SXEOLFPD\UHDGDQGFRS\DQ\PDWHULDOV=XPLH]ILOHVZLWKWKH6(&DWWKH6(&¶V3XEOLF5HIHUHQFH5RRPDW)
6WUHHW1(:DVKLQJWRQ'&7KHSXEOLFPD\REWDLQLQIRUPDWLRQRQWKHRSHUDWLRQRIWKH3XEOLF5HIHUHQFH
I
5RRPE\FDOOLQJWKH6(&DW6(&
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Investing in our securities involves a high degree of risk. The following risk factors, issues and uncertainties should
be considered in evaluating our future prospects. In particular, keep these risk factors in mind when you read
“forward-looking” statements elsewhere in this report. Forward-looking statements relate to our expectations for
future events and time periods. Generally, the words “anticipates,” “expects,” “intends,” “may,” “should,”
“plans,” “believes,” “predicts,” “potential,” “continue” and similar expressions identify forward-looking
statements. Forward-looking statements involve risks and uncertainties, and future events and circumstances could
differ significantly from those anticipated in the forward-looking statements. Any of the following risks could harm
our business, operating results or financial condition and could result in a complete loss of your investment.
The novel coronavirus (COVID-19) global pandemic could continue to have a material impact on our business.
6LQFHEHLQJGHFODUHGDSDQGHPLFE\WKH:RUOG+HDOWK2UJDQL]DWLRQLQ0DUFK&29,'KDVQHJDWLYHO\
LPSDFWHGJOREDOHFRQRPLHVGLVUXSWHGFRQVXPHUVSHQGLQJDQGJOREDOVXSSO\FKDLQVDQGFUHDWHGVLJQLILFDQWYRODWLOLW\
DQGGLVUXSWLRQRIILQDQFLDOPDUNHWV7KH&29,'JOREDOSDQGHPLFFRXOGFRQWLQXHWRKDYHDPDWHULDOLPSDFWRQ
RXUEXVLQHVVLQFOXGLQJRXUUHVXOWVRIRSHUDWLRQVILQDQFLDOFRQGLWLRQDQGOLTXLGLW\7KHGXUDWLRQDQGVHYHULW\RIWKH
&29,'SDQGHPLFZLOOGHWHUPLQHLWVRQJRLQJLPSDFWRQRXUEXVLQHVVLQFOXGLQJRXUDELOLW\WRH[HFXWHEXVLQHVV
VWUDWHJLHVDQGLQLWLDWLYHVLQWKHLUH[SHFWHGWLPHIUDPHWKHHIIHFWRQRXUVXSSOLHUVDQGGLVUXSWLRQVWRWKHJOREDOVXSSO\
I
FKDLQDQGWKHDELOLW\RIRXUFXVWRPHUVWRSD\IRURXUVHUYLFHVDQGSURGXFWV
$UHVXUJHQFHLQWKHVSUHDGRI&29,'RULWVYDULDQWVFRXOGIRUFHWKHFORVXUHRIRXUUHWDLOVWRUHVJOREDOO\DVZH
VDZLQWKHILUVWTXDUWHURI:HFRXOGDOVRH[SHULHQFHVWRUHFORVXUHVRQDUHJLRQDOEDVLVOLNHZHKDYHVHHQLQ
DQG:HPD\IDFHORQJWHUPVWRUHFORVXUHUHTXLUHPHQWVDQGRWKHURSHUDWLRQDOUHVWULFWLRQVZLWKUHVSHFWWR
VRPHRUDOORIRXUSK\VLFDOORFDWLRQVIRUSURORQJHGSHULRGVRIWLPHGXHWRDPRQJRWKHUIDFWRUVHYROYLQJDQG
LQFUHDVLQJO\VWULQJHQWJRYHUQPHQWDOUHVWULFWLRQVSXEOLFKHDOWKGLUHFWLYHVTXDUDQWLQHSROLFLHVRUVRFLDOGLVWDQFLQJ
PHDVXUHVUHVXOWLQJLQDPDWHULDOO\DGYHUVHLPSDFWWRRXUILQDQFLDOUHVXOWV
:LWKVWRUHFORVXUHVZLWKVWDQGLQJFRQVXPHUIHDUVDERXWEHFRPLQJLOOZLWKWKHYLUXVPD\SHUVLVWDGYHUVHO\DIIHFWLQJ
WUDIILFWRRXUVWRUHV&RQVXPHUVSHQGLQJPD\DOVREHQHJDWLYHO\LPSDFWHGE\JHQHUDOHFRQRPLFGRZQWXUQDQG
GHFUHDVHGFRQVXPHUFRQILGHQFHUHVXOWLQJIURPWKH&29,'JOREDOSDQGHPLF7KLVPD\QHJDWLYHO\LPSDFWVDOHVLQ
RXUVWRUHVDQGRXUHFRPPHUFHFKDQQHO7KHSRWHQWLDOUHGXFWLRQLQFRQVXPHUYLVLWVWRRXUVWRUHVFDXVHGE\&29,'
DQGDQ\GHFUHDVHGVSHQGLQJDWUHWDLOVWRUHVRURQOLQHFDXVHGE\DODFNRIFRQVXPHUFRQILGHQFHDQGVSHQGLQJ
IROORZLQJWKHSDQGHPLFFRXOGUHVXOWLQDORVVRIVDOHVDQGSURILWV
$ULVHLQWKHVSUHDGRI&29,'DOVRKDVWKHSRWHQWLDOWRVLJQLILFDQWO\LPSDFWRXUVXSSO\FKDLQLIPDQXIDFWXUHUVRI
RXUSURGXFWVGLVWULEXWLRQFHQWHUVZKHUHZHPDQDJHRXULQYHQWRU\RURSHUDWLRQVRIRXUORJLVWLFVDQGRWKHUVHUYLFH
U
SURYLGHUVDUHGLVUXSWHGWHPSRUDULO\FORVHGRUH[SHULHQFHZRUNHUVKRUWDJHV
'XHWRWKHVHDVRQDOLW\RIRXUEXVLQHVVZLGHVSUHDGFORVXUHVGXULQJSHDNVKRSSLQJSHULRGVFRXOGGLVSURSRUWLRQDOO\
LPSDFWILQDQFLDOUHVXOWV7KHLQDELOLW\WRHIIHFWLYHO\DGDSWWRFKDQJHVLQFRQVXPHUEHKDYLRUFRXOGUHVXOWLQH[FHVV
LQYHQWRU\DQGDGYHUVHO\LPSDFWILQDQFLDOUHVXOWV:HPD\H[SHULHQFHDGYHUVHHIIHFWVRISURORQJHGRSHUDWLQJ
UHVWULFWLRQVUHODWHGWRLQSHUVRQPDUNHWLQJDQGWUDLQLQJHYHQWV
7KH&29,'SDQGHPLF¶VLPSDFWRQPDFURHFRQRPLFFRQGLWLRQVFRXOGDOWHUWKHIXQFWLRQLQJRIILQDQFLDODQGFDSLWDO
PDUNHWVIRUHLJQFXUUHQF\H[FKDQJHUDWHVFRPPRGLW\SULFHVDQGLQWHUHVWUDWHV$IWHUWKH&29,'JOREDO
G
SDQGHPLFKDVVHWWOHGZHPD\FRQWLQXHWRH[SHULHQFHDGYHUVHLPSDFWVWRRXUEXVLQHVVDVDUHVXOWRIDQ\HFRQRPLF
UHFHVVLRQWKDWKDVRFFXUUHGRUPD\RFFXULQWKHIXWXUH
7KHH[WHQWRIWKHLPSDFWRIWKH&29,'JOREDOSDQGHPLFRQRXUU EXVLQHVVUHPDLQVXQFHUWDLQDQGGLIILFXOWWR
SUHGLFWJLYHQWKHLQQXPHUDEOHXQNQRZQVUHJDUGLQJWKHGXUDWLRQDQGVHYHULW\RIWKHSDQGHPLF



Failure to anticipate, identify and respond to changing fashion trends, customer preferences and other fashionrelated factors could have a material adverse effect on us.
&XVWRPHUWDVWHVDQGIDVKLRQWUHQGVLQRXUPDUNHWDUHYRODWLOHDQGWHQGWRFKDQJHUDSLGO\2XUVXFFHVVGHSHQGVRQ
RXUDELOLW\WRHIIHFWLYHO\DQWLFLSDWHLGHQWLI\DQGUHVSRQGWRFKDQJLQJIDVKLRQWDVWHVDQGFRQVXPHUSUHIHUHQFHVDQG
WRWUDQVODWHPDUNHWWUHQGVLQWRDSSURSULDWHVDOHDEOHSURGXFWRIIHULQJVLQDWLPHO\PDQQHU,IZHDUHXQDEOHWR
VXFFHVVIXOO\DQWLFLSDWHLGHQWLI\RUUHVSRQGWRFKDQJLQJVW\OHVRUWUHQGVDQGPLVMXGJHWKHPDUNHWIRURXUSURGXFWVRU
DQ\QHZSURGXFWOLQHVLQFOXGLQJDGHTXDWHO\DQWLFLSDWLQJWKHFRUUHFWPL[DQGWUHQGVRIRXUSULYDWHODEHOPHUFKDQGLVH
RXUVDOHVPD\EHORZHUWKDQSUHGLFWHGDQGZHPD\EHIDFHGZLWKDVXEVWDQWLDODPRXQWRIXQVROGLQYHQWRU\RUPLVVHG
RSSRUWXQLWLHV,QUHVSRQVHWRVXFKDVLWXDWLRQZHPD\EHIRUFHGWRUHO\RQPDUNGRZQVRUSURPRWLRQDOVDOHVWR
GLVSRVHRIH[FHVVRUVORZPRYLQJLQYHQWRU\ZKLFKFRXOGKDYHD PDWHULDODGYHUVHHIIHFWRQRXUUHVXOWVRIRSHUDWLRQV
We may be unable to compete favorably in the highly competitive retail industry, and if we lose customers to our
competitors, our sales could decrease.
7KHWHHQDJHDQG\RXQJDGXOWUHWDLODSSDUHOIRRWZHDUDFFHVVRULHVDQGKDUGJRRGVLQGXVWU\LVKLJKO\FRPSHWLWLYH:H
FRPSHWHZLWKRWKHUUHWDLOHUVIRUYHQGRUVWHHQDJHDQG\RXQJDGXOWFXVWRPHUVVXLWDEOHVWRUHORFDWLRQVTXDOLILHGVWRUH
DVVRFLDWHVPDQDJHPHQWSHUVRQQHORQOLQHPDUNHWLQJFRQWHQWVRFLDOPHGLDHQJDJHPHQWDQGHFRPPHUFHWUDIILF
6RPHRIRXUFRPSHWLWRUVDUHODUJHUWKDQZHDUHDQGKDYHVXEVWDQWLDOO\JUHDWHUILQDQFLDODQGPDUNHWLQJUHVRXUFHV
LQFOXGLQJDGYDQFHGHFRPPHUFHPDUNHWFDSDELOLWLHV$GGLWLRQDOO\VRPHRIRXUFRPSHWLWRUVPD\RIIHUPRUHRSWLRQV
IRUIUHHDQGRUH[SHGLWHGVKLSSLQJIRUHFRPPHUFHVDOHV'LUHFWW FRPSHWLWLRQZLWKWKHVHDQGRWKHUUHWDLOHUV
PD\LQFUHDVHVLJQLILFDQWO\LQWKHIXWXUHZKLFKFRXOGUHTXLUHXVDPRQJRWKHUWKLQJVWRORZHURXUSULFHVDQGFRXOG
UHVXOWLQWKHORVVRIRXUFXVWRPHUV&XUUHQWDQGLQFUHDVHGFRPSHWLWLRQFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXU
EXVLQHVVUHVXOWVRIRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQ
U.S. and global economic and political uncertainty, coupled with cyclical economic trends in retailing, could
have a material adverse effect on our results of operations.
2XUUHWDLOPDUNHWKLVWRULFDOO\KDVEHHQVXEMHFWWRVXEVWDQWLDO F\FOLFDOLW\$VWKH86DQGJOREDOHFRQRPLFDQG
SROLWLFDOFRQGLWLRQVFKDQJHWKHWUHQGVLQGLVFUHWLRQDU\FRQVXPHUVSHQGLQJEHFRPHXQSUHGLFWDEOHDQGGLVFUHWLRQDU\
FRQVXPHUVSHQGLQJFRXOGEHUHGXFHGGXHWRXQFHUWDLQWLHVDERXWWKHIXWXUH:KHQGLVSRVDEOHLQFRPHGHFUHDVHVRU
GLVFUHWLRQDU\FRQVXPHUVSHQGLQJLVUHGXFHGGXHWRDGHFOLQHLQ FRQVXPHUFRQILGHQFHSXUFKDVHVRIDSSDUHODQG
UHODWHGSURGXFWVPD\GHFOLQH8QFHUWDLQW\LQWKH86DQGJOREDOHFRQRPLHVDQGSROLWLFDOHQYLURQPHQWFRXOGKDYHD
PDWHULDODGYHUVHLPSDFWRQRXUUHVXOWVRIRSHUDWLRQVDQGILQDQFLDOSRVLWLRQ
,QUHVSRQVHWRDGHFOLQHLQGLVSRVDEOHLQFRPHDQGFRQVXPHUFRQILGHQFHZHEHOLHYHWKH³YDOXH´PHVVDJHKDVEHFRPH
I
PRUHLPSRUWDQWWRFRQVXPHUV$VDUHWDLOHUWKDWVHOOVDSSUR[LPDWHO\EUDQGHGPHUFKDQGLVHWKLVWUHQGPD\
QHJDWLYHO\DIIHFWRXUEXVLQHVVDVZHJHQHUDOO\ZLOOKDYHWRFKDUJHPRUHWKDQYHUWLFDOO\LQWHJUDWHGSULYDWHODEHO
UHWDLOHUVRUZHPD\EHIRUFHGWRUHO\RQSURPRWLRQDOVDOHVWRFRPSHWHLQRXUPDUNHWZKLFKFRXOGKDYHDPDWHULDO
DGYHUVHHIIHFWRQRXUILQDQFLDOSRVLWLRQ
Most of our merchandise is produced by foreign manufacturers; therefore, the availability, quality and costs of
our merchandise may be negatively affected by risks associated with international trade and other international
conditions.
0RVWRIRXUPHUFKDQGLVHLVSURGXFHGE\PDQXIDFWXUHUVDURXQGWKHZRUOG6RPHRIWKHVHIDFLOLWLHVDUHORFDWHGLQ
UHJLRQVWKDWPD\EHDIIHFWHGE\QDWXUDOGLVDVWHUVSXEOLFKHDOWKFRQFHUQVRUHPHUJHQFLHVVXFKDV&29,'DQG
RWKHUFRPPXQLFDEOHGLVHDVHVRUYLUXVHVSROLWLFDOLQVWDELOLW\RURWKHUFRQGLWLRQVWKDWFRXOGFDXVHDGLVUXSWLRQLQ
WUDGH7UDGHUHVWULFWLRQVVXFKDVLQFUHDVHGWDULIIVRUTXRWDVRUERWKFRXOGDOVRLQFUHDVHWKHFRVWDQGUHGXFHWKH
VXSSO\RIPHUFKDQGLVHDYDLODEOHWRXV$Q\UHGXFWLRQLQPHUFKDQGLVHDYDLODEOHWRXVRUDQ\LQFUHDVHLQLWVFRVWGXHWR
WDULIIVTXRWDVRUORFDOLVVXHVWKDWGLVUXSWWUDGHFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUUHVXOWVRIRSHUDWLRQV
D
7KLVLQFOXGHVFRVWVWRFRPSO\ZLWKUHJXODWRU\GHYHORSPHQWVUHJDUGLQJWKHXVHRI³FRQIOLFWPLQHUDOV´FHUWDLQ
PLQHUDOVRULJLQDWLQJIURPWKH'HPRFUDWLF5HSXEOLFRI&RQJRDQGDGMRLQLQJFRXQWULHVZKLFKPD\DIIHFWWKHVRXUFLQJ
DQGDYDLODELOLW\RIUDZPDWHULDOVXVHGE\PDQXIDFWXUHUVDQGVXEMHFWXVWRLQFUHDVHGFRVWVDVVRFLDWHGZLWKRXU
E
SURGXFWVSURFHVVHVRUVRXUFHVRIRXULQSXWV2XUEXVLQHVVFRXOGEHDGYHUVHO\DIIHFWHGE\GLVUXSWLRQVLQWKHVXSSO\
FKDLQVXFKDVVWULNHVZRUNVWRSSDJHVRUSRUWFORVXUHV



A decrease in consumer traffic could cause our sales to be less than expected.
:HGHSHQGKHDYLO\RQJHQHUDWLQJFXVWRPHUWUDIILFWRRXUVWRUHVDQGZHEVLWHV7KLVLQFOXGHVORFDWLQJPDQ\RIRXU
VWRUHVLQSURPLQHQWORFDWLRQVZLWKLQVXFFHVVIXOVKRSSLQJPDOOV6DOHVDWWKHVHVWRUHVDUHGHULYHGLQSDUWIURPWKH
YROXPHRIWUDIILFLQWKRVHPDOOV2XUVWRUHVEHQHILWIURPWKHDELOLW\RIDPDOO¶V³DQFKRU´WHQDQWVJHQHUDOO\ODUJH
GHSDUWPHQWVWRUHVDQGRWKHUDUHDDWWUDFWLRQVWRJHQHUDWHFRQVXPHUWUDIILFLQWKHYLFLQLW\RIRXUVWRUHVDQGWKH
FRQWLQXLQJSRSXODULW\RIPDOOVDVVKRSSLQJGHVWLQDWLRQV,QDGGLWLRQVRPHPDOOVWKDWZHUHLQSURPLQHQWORFDWLRQV
ZKHQZHRSHQHGRXUVWRUHVPD\FHDVHWREHYLHZHGDVSURPLQHQW ,IWKLVWUHQGFRQWLQXHVRULIWKHSRSXODULW\RIPDOO
VKRSSLQJFRQWLQXHVWRGHFOLQHJHQHUDOO\DPRQJRXUFXVWRPHUVRXUVDOHVPD\GHFOLQHZKLFKZRXOGLPSDFWRXU
UHVXOWVRIRSHUDWLRQV$GGLWLRQDOO\ZHPD\H[SHULHQFHRWKHUULVNVDVVRFLDWHGZLWKRSHUDWLQJOHDVHVVXFKDVOHDVH
WHUPLQDWLRQRULPSDLUPHQWRIRSHUDWLQJOHDVHULJKWRIXVHDVVHWV7KHVHULVNVPD\LQFOXGHFLUFXPVWDQFHVWKDWDUHQRW
ZLWKLQRXUFRQWUROVXFKDVFKDQJHVLQIDLUPDUNHWUHQW)XUWKHUPRUHZHGHSHQGRQJHQHUDWLQJLQFUHDVHGWUDIILFWR
RXUHFRPPHUFHEXVLQHVVDQGFRQYHUWLQJWKDWWUDIILFLQWRVDOHV7KLVUHTXLUHVXVWRDFKLHYHH[SHFWHGUHVXOWVIURPRXU
PDUNHWLQJDQGVRFLDOPHGLDFDPSDLJQVDFFXUDF\RIGDWDDQDO\WLFVUHOLDELOLW\RIRXUZHEVLWHQHWZRUNDQG
WUDQVDFWLRQSURFHVVLQJDQGDKLJKTXDOLW\RQOLQHFXVWRPHUH[SHULHQFH2XUVDOHVYROXPHDQGFXVWRPHUWUDIILFLQRXU
VWRUHVDQGRQRXUZHEVLWHVJHQHUDOO\FRXOGEHDGYHUVHO\DIIHFWHGE\DPRQJRWKHUWKLQJVHFRQRPLFGRZQWXUQV
FRPSHWLWLRQIURPRWKHUHFRPPHUFHUHWDLOHUVQRQPDOOUHWDLOHUV DQGRWKHUPDOOVLQFUHDVHVLQJDVROLQHSULFHV
IOXFWXDWLRQVLQH[FKDQJHUDWHVLQERUGHURUWRXULVPRULHQWHGORFDWLRQVDQGWKHFORVLQJRUGHFOLQHLQSRSXODULW\RI
RWKHUVWRUHVLQWKHPDOOVLQZKLFKZHDUHORFDWHG$OVRJHRSROLWLFDOHYHQWVLQFOXGLQJWKHWKUHDWRIWHUURULVPRU
ZLGHVSUHDGKHDOWKHPHUJHQFLHVVXFKDV&29,'DQGRWKHUFRPPXQLFDEOHGLVHDVHVYLUXVHVRUSDQGHPLFVFRXOG
FDXVHSHRSOHWRDYRLGRXUVWRUHVLQVKRSSLQJPDOOVDQGDOWHUFRQVXPHUWUHQGV$QXQFHUWDLQHFRQRPLFRXWORRNRU
FRQWLQXHGEDQNUXSWFLHVRIPDOOEDVHGUHWDLOHUVFRXOGFXUWDLOQHZVKRSSLQJPDOOGHYHORSPHQWGHFUHDVHVKRSSLQJ
PDOODQGHFRPPHUFHWUDIILFUHGXFHWKHQXPEHURIKRXUVWKDWVKRSSLQJPDOORSHUDWRUVNHHSWKHLUVKRSSLQJPDOOV
RSHQRUIRUFHWKHPWRFHDVHRSHUDWLRQVHQWLUHO\$UHGXFWLRQLQFRQVXPHUWUDIILFWRRXUVWRUHVRUZHEVLWHVFRXOGKDYH
DPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVUHVXOWVRIRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQ
Our growth strategy depends on our ability to grow customer engagement in our current markets and expand
into new markets, which could strain our resources and cause the performance of our existing business to suffer.
2XUJURZWKODUJHO\GHSHQGVRQRXUDELOLW\WRRSWLPL]HRXUFXVWRPHUHQJDJHPHQWLQRXUFXUUHQWWUDGHDUHDVDQG
RSHUDWHVXFFHVVIXOO\LQQHZJHRJUDSKLFPDUNHWV+RZHYHURXUDELOLW\WRRSHQVWRUHVLQQHZJHRJUDSKLFPDUNHWV
D
LQFOXGLQJLQWHUQDWLRQDOORFDWLRQVLVVXEMHFWWRDYDULHW\RIULVNVDQGXQFHUWDLQWLHVDQGZHPD\EHXQDEOHWRRSHQQHZ
VWRUHVDVSODQQHGRUKDYHDFFHVVWRGHVLUDEOHOHDVHVSDFHDQGDQ\IDLOXUHWRVXFFHVVIXOO\RSHQDQGRSHUDWHLQQHZ
PDUNHWVFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUUHVXOWVRIRSHUDWLRQV:HLQWHQGWRFRQWLQXHWRRSHQQHZVWRUHV
LQIXWXUH\HDUVZKLOHUHPRGHOLQJDSRUWLRQRIRXUH[LVWLQJVWRUHEDVHVXFKWKDWZHKDYHWKHRSWLPXPQXPEHURI
VWRUHVLQDQ\JLYHQWUDGHDUHD7KHH[SDQVLRQLQWRQHZPDUNHWVPD\SUHVHQWFRPSHWLWLYHPHUFKDQGLVLQJKLULQJDQG
GLVWULEXWLRQFKDOOHQJHVWKDWDUHGLIIHUHQWIURPWKRVHFXUUHQWO\HQFRXQWHUHGLQRXUH[LVWLQJPDUNHWV,QDGGLWLRQRXU
SURSRVHGH[SDQVLRQZLOOSODFHLQFUHDVHGGHPDQGVRQRXURSHUDWLRQDOPDQDJHULDODQGDGPLQLVWUDWLYHUHVRXUFHV
7KHVHLQFUHDVHGGHPDQGVFRXOGFDXVHXVWRRSHUDWHRXUEXVLQHVV OHVVHIIHFWLYHO\ZKLFKLQWXUQFRXOGFDXVH
GHWHULRUDWLRQLQWKHILQDQFLDOSHUIRUPDQFHRIRXULQGLYLGXDOVWRUHVDQGRXURYHUDOOEXVLQHVV,QDGGLWLRQVXFFHVVIXO
H[HFXWLRQRIRXUJURZWKVWUDWHJ\PD\UHTXLUHWKDWZHREWDLQDGGLWLRQDOILQDQFLQJDQGZHPD\QRWEHDEOHWRREWDLQ
WKDWILQDQFLQJRQDFFHSWDEOHWHUPVRUDWDOO
Failure to successfully integrate any businesses that we acquire could have an adverse impact on our results of
operations and financial performance.
:HPD\IURPWLPHWRWLPHDFTXLUHEXVLQHVVHVVXFKDVRXUDFTXLVLWLRQRI%OXH7RPDWRDQG)DVW7LPHV:HPD\
H[SHULHQFHGLIILFXOWLHVLQLQWHJUDWLQJDQ\EXVLQHVVHVZHPD\DFTXLUHLQFOXGLQJWKHLUVWRUHVZHEVLWHVIDFLOLWLHV
SHUVRQQHOILQDQFLDOV\VWHPVGLVWULEXWLRQRSHUDWLRQVDQGJHQHUDORSHUDWLQJSURFHGXUHVDQGDQ\VXFKDFTXLVLWLRQV
PD\DOVRUHVXOWLQWKHGLYHUVLRQRIRXUFDSLWDODQGRXUPDQDJHPHQW¶VDWWHQWLRQIURPRWKHUEXVLQHVVLVVXHVDQG
RSSRUWXQLWLHV,IZHH[SHULHQFHGLIILFXOWLHVLQLQWHJUDWLQJDFTXLVLWLRQVRULIVXFKDFTXLVLWLRQVGRQRWSURYLGHWKH
EHQHILWVWKDWZHH[SHFWWRUHFHLYHZHFRXOGH[SHULHQFHLQFUHDVHGFRVWVDQGRWKHURSHUDWLQJLQHIILFLHQFLHVZKLFK
FRXOGKDYHDQDGYHUVHHIIHFWRQRXUUHVXOWVRIRSHUDWLRQVDQGRYHUDOOILQDQFLDOSHUIRUPDQFH



Our plans for international expansion include risks that could have a negative impact on our results of
operations.
:HSODQWRFRQWLQXHWRRSHQQHZVWRUHVLQWKH&DQDGLDQ(XURSHDQDQG$XVWUDOLDQPDUNHWV:HPD\FRQWLQXHWR
H[SDQGLQWHUQDWLRQDOO\LQWRRWKHUPDUNHWVHLWKHURUJDQLFDOO\RUWKURXJKDGGLWLRQDODFTXLVLWLRQV,QWHUQDWLRQDO
PDUNHWVPD\KDYHGLIIHUHQWFRPSHWLWLYHFRQGLWLRQVFRQVXPHUWDVWHVDQGGLVFUHWLRQDU\VSHQGLQJSDWWHUQVWKDQRXU
H[LVWLQJ86PDUNHW$VDUHVXOWRSHUDWLRQVLQLQWHUQDWLRQDOPDUNHWVPD\EHOHVVVXFFHVVIXOWKDQRXURSHUDWLRQVLQ
WKH86$GGLWLRQDOO\FRQVXPHUVLQLQWHUQDWLRQDOPDUNHWVPD\QRWEHIDPLOLDUZLWKXVRUWKHEUDQGVZHVHOODQGZH
PD\QHHGWREXLOGEUDQGDZDUHQHVVLQWKHPDUNHWV)XUWKHUPRUHZHKDYHOLPLWHGH[SHULHQFHZLWKWKHOHJDODQG
UHJXODWRU\HQYLURQPHQWVDQGPDUNHWSUDFWLFHVLQQHZLQWHUQDWLRQDOPDUNHWVDQGFDQQRWJXDUDQWHHWKDWZHZLOOEH
DEOHWRSHQHWUDWHRUVXFFHVVIXOO\RSHUDWHLQWKHVHQHZLQWHUQDWLRQDOPDUNHWV:HDOVRH[SHFWWRLQFXUDGGLWLRQDOFRVWV
LQFRPSO\LQJZLWKDSSOLFDEOHIRUHLJQODZVDQGUHJXODWLRQVDVWKH\SHUWDLQWRERWKRXUSURGXFWVDQGRXURSHUDWLRQV
$FFRUGLQJO\IRUWKHUHDVRQVQRWHGDERYHRXUSODQVIRULQWHUQDWLRQDOH[SDQVLRQLQFOXGHULVNVWKDWFRXOGKDYHD
QHJDWLYHLPSDFWRQRXUUHVXOWVRIRSHUDWLRQV
Our sales and inventory levels fluctuate on a seasonal basis. Accordingly, our quarterly results of operations are
volatile and may fluctuate significantly.
2XUTXDUWHUO\UHVXOWVRIRSHUDWLRQVKDYHIOXFWXDWHGVLJQLILFDQWO\LQWKHSDVWDQGFDQEHH[SHFWHGWRFRQWLQXHWR
IOXFWXDWHVLJQLILFDQWO\LQWKHIXWXUH2XUVDOHVDQGSURILWDELOLW\DUHW\SLFDOO\GLVSURSRUWLRQDWHO\KLJKHULQWKHWKLUG
DQGIRXUWKILVFDOTXDUWHUVRIHDFKILVFDO\HDUGXHWRLQFUHDVHGVDOHVGXULQJWKHEDFNWRVFKRRODQGZLQWHUKROLGD\
G
VKRSSLQJVHDVRQV6DOHVGXULQJWKHVHSHULRGVFDQQRWEHXVHGDVDQDFFXUDWHLQGLFDWRURIDQQXDOUHVXOWV$VDUHVXOW
RIWKLVVHDVRQDOLW\DQ\IDFWRUVQHJDWLYHO\DIIHFWLQJXVGXULQJWKHODVWKDOIRIWKH\HDULQFOXGLQJXQIDYRUDEOH
HFRQRPLFFRQGLWLRQVDGYHUVHZHDWKHURURXUDELOLW\WRDFTXLUHVHDVRQDOPHUFKDQGLVHLQYHQWRU\FRXOGKDYHD
PDWHULDODGYHUVHHIIHFWRQRXUILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQVIRUWKHHQWLUH\HDU,QDGGLWLRQLQRUGHU
WRSUHSDUHIRUWKHEDFNWRVFKRRODQGZLQWHUKROLGD\VKRSSLQJVHDVRQVZHPXVWRUGHUDQGNHHSLQVWRFNVLJQLILFDQWO\
PRUHPHUFKDQGLVHWKDQZHFDUU\GXULQJRWKHUWLPHVRIWKH\HDU$Q\XQDQWLFLSDWHGGHFUHDVHLQGHPDQGIRURXU
SURGXFWVGXULQJWKHVHSHDNVKRSSLQJVHDVRQVFRXOGUHTXLUHXVWRVHOOH[FHVVLQYHQWRU\DWDVXEVWDQWLDOPDUNGRZQ
ZKLFKFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVUHVXOWVRIRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQ
2XUTXDUWHUO\UHVXOWVRIRSHUDWLRQVDUHDIIHFWHGE\DYDULHW\RIRWKHUIDFWRUVLQFOXGLQJ
•

WKHWLPLQJRIQHZVWRUHRSHQLQJVDQGWKHUHODWLYHSURSRUWLRQRII RXUQHZVWRUHVWRPDWXUHVWRUHV

•

ZKHWKHUZHDUHDEOHWRVXFFHVVIXOO\LQWHJUDWHDQ\QHZVWRUHVWKDWZHDFTXLUHDQGWKHSUHVHQFHRIDQ\
XQDQWLFLSDWHGOLDELOLWLHVLQFRQQHFWLRQWKHUHZLWK

•

IDVKLRQWUHQGVDQGFKDQJHVLQFRQVXPHUSUHIHUHQFHV

•

FDOHQGDUVKLIWVRIKROLGD\RUVHDVRQDOSHULRGV

•

FKDQJHVLQRXUPHUFKDQGLVHPL[

•

WLPLQJRISURPRWLRQDOHYHQWV

•

JHQHUDOHFRQRPLFFRQGLWLRQVDQGLQSDUWLFXODUWKHUHWDLOVDOHVHQYLURQPHQW

•

DFWLRQVE\FRPSHWLWRUVRUPDOODQFKRUWHQDQWV

•

ZHDWKHUFRQGLWLRQV

•

WKHOHYHORISUHRSHQLQJH[SHQVHVDVVRFLDWHGZLWKRXUQHZVWRUHVDQG

•

LQYHQWRU\VKULQNDJHEH\RQGRXUKLVWRULFDODYHUDJHUDWHV



If our information systems fail to function effectively, or do not scale to keep pace with our planned growth, our
operations could be disrupted and our financial results could be harmed.
,IRXULQIRUPDWLRQV\VWHPVLQFOXGLQJKDUGZDUHDQGVRIWZDUHGRQRWZRUNHIIHFWLYHO\WKLVFRXOGDGYHUVHO\LPSDFW
WKHSURPSWQHVVDQGDFFXUDF\RIRXUWUDQVDFWLRQSURFHVVLQJILQDQFLDODFFRXQWLQJDQGUHSRUWLQJDQGRXUDELOLW\WR
PDQDJHRXUEXVLQHVVDQGSURSHUO\IRUHFDVWRSHUDWLQJUHVXOWVDQGFDVKUHTXLUHPHQWV$GGLWLRQDOO\ZHUHO\RQWKLUG
G
SDUW\VHUYLFHSURYLGHUVIRUFHUWDLQLQIRUPDWLRQV\VWHPVIXQFWLRQV,IDVHUYLFHSURYLGHUIDLOVWRSURYLGHWKHGDWD
TXDOLW\FRPPXQLFDWLRQVFDSDFLW\RUVHUYLFHVZHUHTXLUHWKHIDLOXUHFRXOGLQWHUUXSWRXUVHUYLFHVDQGFRXOGKDYHD
PDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV7RPDQDJHWKHDQWLFLSDWHG
JURZWKRIRXURSHUDWLRQVDQGSHUVRQQHOZHPD\QHHGWRFRQWLQXHWRLPSURYHRXURSHUDWLRQDODQGILQDQFLDOV\VWHPV
WUDQVDFWLRQSURFHVVLQJSURFHGXUHVDQGFRQWUROVDQGLQGRLQJVRFRXOGLQFXUVXEVWDQWLDODGGLWLRQDOH[SHQVHVWKDW
FRXOGLPSDFWRXUILQDQFLDOUHVXOWV
If we fail to meet the requirements to adequately maintain the privacy and security of personal data and business
information, we may be subjected to adverse publicity, litigation and significant expenses.
,QIRUPDWLRQV\VWHPVDUHVXVFHSWLEOHWRDQLQFUHDVLQJWKUHDWRIFRQWLQXDOO\HYROYLQJF\EHUVHFXULW\ULVNV,IZHIDLOWR
PDLQWDLQRUDGHTXDWHO\PDLQWDLQVHFXULW\V\VWHPVGHYLFHVDQGDFWLYLW\PRQLWRULQJWRSUHYHQWXQDXWKRUL]HGDFFHVVWR
RXUQHWZRUNV\VWHPVDQGGDWDEDVHVFRQWDLQLQJFRQILGHQWLDOSURSULHWDU\DQGSHUVRQDOO\LGHQWLILDEOHLQIRUPDWLRQZH
PD\EHVXEMHFWWRDGGLWLRQDOULVNRIDGYHUVHSXEOLFLW\OLWLJDWLRQRUVLJQLILFDQWH[SHQVH1HYHUWKHOHVVLIXQDXWKRUL]HG
SDUWLHVJDLQDFFHVVWRRXUQHWZRUNVV\VWHPVRUGDWDEDVHVWKH\PD\EHDEOHWRVWHDOSXEOLVKGHOHWHRUPRGLI\
FRQILGHQWLDOLQIRUPDWLRQ,QVXFKFLUFXPVWDQFHVZHFRXOGEHKHOGOLDEOHWRRXUFXVWRPHUVRURWKHUSDUWLHVRUEH
VXEMHFWWRUHJXODWRU\RURWKHUDFWLRQVIRUEUHDFKLQJSULYDF\UXOHVDQGZHPD\EHH[SRVHGWRUHSXWDWLRQGDPDJHDQG
ORVVRIFXVWRPHUV¶WUXVWDQGEXVLQHVV7KLVFRXOGUHVXOWLQFRVWO\LQYHVWLJDWLRQVDQGOLWLJDWLRQFLYLORUFULPLQDO
SHQDOWLHVDQGDGYHUVHSXEOLFLW\WKDWFRXOGDGYHUVHO\DIIHFWRXUU ILQDQFLDOFRQGLWLRQUHVXOWVRIRSHUDWLRQVDQG
UHSXWDWLRQ$FWXDORUDQWLFLSDWHGDWWDFNVPD\FDXVHXVWRLQFXULQFUHDVLQJFRVWVLQFOXGLQJFRVWVWRGHSOR\DGGLWLRQDO
UHVRXUFHVWUDLQHPSOR\HHVDQGHQJDJHWKLUGSDUWLHV)XUWKHUWKHUHJXODWRU\HQYLURQPHQWVXUURXQGLQJLQIRUPDWLRQ
VHFXULW\F\EHUVHFXULW\DQGSULYDF\LVLQFUHDVLQJO\GHPDQGLQJ,IZHDUHXQDEOHWRFRPSO\ZLWKWKHQHZDQG
FKDQJLQJVHFXULW\VWDQGDUGVZHPD\EHVXEMHFWWRILQHVUHVWULFWLRQVDQGILQDQFLDOH[SRVXUHZKLFKFRXOGDGYHUVHO\
DIIHFWRXUUHWDLORSHUDWLRQV
Significant fluctuations and volatility in the cost of raw materials, global labor, shipping and other costs related
to the production of our merchandise may have a material adverse effect on our business, results of operations
and financial conditions.
,QFUHDVHVLQWKHFRVWRIUDZPDWHULDOVJOREDOODERUFRVWVIUHLJKWFRVWVDQGRWKHUVKLSSLQJFRVWVLQWKHSURGXFWLRQDQG
WUDQVSRUWDWLRQRIRXUPHUFKDQGLVHFDQUHVXOWLQKLJKHUFRVWVIRUWKLVPHUFKDQGLVH7KHFRVWVIRUWKHVHSURGXFWVDUH
DIIHFWHGE\ZHDWKHUFRQVXPHUGHPDQGJRYHUQPHQWUHJXODWLRQVSHFXODWLRQRQWKHFRPPRGLWLHVPDUNHWDQGRWKHU
IDFWRUVWKDWDUHJHQHUDOO\XQSUHGLFWDEOHDQGEH\RQGRXUFRQWURO2XUJURVVSURILWDQGUHVXOWVRIRSHUDWLRQVFRXOGEH
DGYHUVHO\DIIHFWHGWRWKHH[WHQWWKDWWKHVHOOLQJSULFHVRIRXUSURGXFWVGRQRWLQFUHDVHSURSRUWLRQDWHO\ZLWKWKH
U
LQFUHDVHVLQWKHFRVWVRIUDZPDWHULDOV,QFUHDVLQJODERUFRVWVDQGRLOUHODWHGSURGXFWFRVWVVXFKDVPDQXIDFWXULQJ
DQGWUDQVSRUWDWLRQFRVWVFRXOGDOVRDGYHUVHO\LPSDFWJURVVSURILW$GGLWLRQDOO\VLJQLILFDQWFKDQJHVLQWKH
UHODWLRQVKLSEHWZHHQFDUULHUFDSDFLW\DQGVKLSSHUGHPDQGFRXOGLQFUHDVHWUDQVSRUWDWLRQFRVWVZKLFKFRXOGDOVR
DGYHUVHO\LPSDFWJURVVSURILW
Fluctuations in foreign currency exchange rates could impact our financial condition and results of operations.
:HDUHH[SRVHGWRIRUHLJQFXUUHQF\H[FKDQJHUDWHULVNZLWKUHVSHFWWRRXUVDOHVSURILWVDVVHWVDQGOLDELOLWLHV
GHQRPLQDWHGLQFXUUHQFLHVRWKHUWKDQWKH86GROODU$VDUHVXOWWKHIOXFWXDWLRQLQWKHYDOXHRIWKH86GROODU
DJDLQVWRWKHUFXUUHQFLHVFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUUHVXOWVRIRSHUDWLRQVILQDQFLDOFRQGLWLRQDQG
FDVKIORZV8SRQWUDQVODWLRQRSHUDWLQJUHVXOWVPD\GLIIHUPDWHULDOO\IURPH[SHFWDWLRQV$VZHFRQWLQXHWRH[SDQG
RXULQWHUQDWLRQDORSHUDWLRQVRXUH[SRVXUHWRH[FKDQJHUDWHIOXFWXDWLRQVZLOOLQFUHDVH7RXULVPVSHQGLQJPD\EH
DIIHFWHGE\FKDQJHVLQFXUUHQF\H[FKDQJHUDWHVDQGDVDUHVXOWVDOHVDWVWRUHVZLWKKLJKHUWRXULVPWUDIILFPD\EH
DGYHUVHO\LPSDFWHGE\IOXFWXDWLRQVLQFXUUHQF\H[FKDQJHUDWHV)XUWKHUDOWKRXJKWKHSULFHVFKDUJHGE\YHQGRUVIRU
WKHPHUFKDQGLVHZHSXUFKDVHDUHSULPDULO\GHQRPLQDWHGLQ86GROODUVDGHFOLQHLQWKHUHODWLYHYDOXHRIWKH86
GROODUWRIRUHLJQFXUUHQFLHVFRXOGOHDGWRLQFUHDVHGPHUFKDQGLVHFRVWVZKLFKFRXOGQHJDWLYHO\DIIHFWRXUFRPSHWLWLYH
SRVLWLRQDQGRXUUHVXOWVRIRSHUDWLRQV



Our business could be adversely affected by increased labor costs, including costs related to an increase in
minimum wage and health care.
/DERULVRQHRIWKHSULPDU\FRPSRQHQWVLQWKHFRVWRIRSHUDWLQJRXUEXVLQHVV,QFUHDVHGODERUFRVWVZKHWKHUGXHWR
FRPSHWLWLRQXQLRQL]DWLRQLQFUHDVHGPLQLPXPZDJHVWDWHXQHPSOR\PHQWUDWHVKHDOWKFDUHPDQGDWHGVDIHW\
SURWRFROVRURWKHUHPSOR\HHEHQHILWVFRVWVPD\DGYHUVHO\LPSDFWRXURSHUDWLQJSURILW$FRQVLGHUDEOHDPRXQWRI
RXUVWRUHWHDPPHPEHUVDUHSDLGDWUDWHVUHODWHGWRWKHIHGHUDORUVWDWHPLQLPXPZDJHDQGDQ\FKDQJHVWRWKH
PLQLPXPZDJHUDWHPD\LQFUHDVHRXURSHUDWLQJH[SHQVHV)XUWKHUPRUHLQFRQVLVWHQWLQFUHDVHVLQVWDWHDQGRUFLW\
PLQLPXPZDJHUHTXLUHPHQWVOLPLWRXUDELOLW\WRLQFUHDVHSULFHVDFURVVDOOPDUNHWVDQGFKDQQHOV$GGLWLRQDOO\ZH
DUHVHOILQVXUHGZLWKUHVSHFWWRRXUKHDOWKFDUHFRYHUDJHLQWKH86DQGGRQRWSXUFKDVHWKLUGSDUW\LQVXUDQFHIRUWKH
KHDOWKLQVXUDQFHEHQHILWVSURYLGHGWRHPSOR\HHVZLWKWKHH[FHSWLRQRISUHGHILQHGVWRSORVVFRYHUDJHZKLFKKHOSV
OLPLWWKHFRVWRIODUJHFODLPV7KHUHLVQRDVVXUDQFHWKDWIXWXUHKHDOWKFDUHOHJLVODWLRQZLOOQRWDGYHUVHO\LPSDFWRXU
W
UHVXOWVRURSHUDWLRQV
Our business could suffer if a manufacturer fails to use acceptable labor and environmental practices.
:HGRQRWFRQWURORXUYHQGRUVRUWKHPDQXIDFWXUHUVWKDWSURGXFHWKHSURGXFWVZHEX\IURPWKHPQRUGRZHFRQWURO
WKHODERUDQGHQYLURQPHQWDOSUDFWLFHVRIRXUYHQGRUVDQGWKHVHPDQXIDFWXUHUV7KHYLRODWLRQRIODERUVDIHW\
HQYLURQPHQWDODQGRURWKHUODZVDQGVWDQGDUGVE\DQ\RIRXUYHQGRUVRUWKHVHPDQXIDFWXUHUVRUWKHGLYHUJHQFHRI
WKHODERUDQGHQYLURQPHQWDOSUDFWLFHVIROORZHGE\DQ\RIRXUYHQGRUVRUWKHVHPDQXIDFWXUHUVIURPWKRVHJHQHUDOO\
DFFHSWHGDVHWKLFDOLQWKH86FRXOGLQWHUUXSWRURWKHUZLVHGLVUXSWWKHVKLSPHQWRIILQLVKHGSURGXFWVWRXVRU
GDPDJHRXUUHSXWDWLRQ$Q\RIWKHVHLQWXUQFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUUHSXWDWLRQILQDQFLDO
FRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV,QWKDWUHJDUGPRVWRIWKHSURGXFWVZHVHOODUHPDQXIDFWXUHGLQWHUQDWLRQDOO\
SULPDULO\LQ$VLD0H[LFRDQG&HQWUDO$PHULFDZKLFKPD\LQFUHDVHWKHULVNWKDWWKHODERUDQGHQYLURQPHQWDO
SUDFWLFHVIROORZHGE\WKHPDQXIDFWXUHUVRIWKHVHSURGXFWVPD\GLIIHUIURPWKRVHFRQVLGHUHGDFFHSWDEOHLQWKH86
$GGLWLRQDOO\RXUSURGXFWVDUHVXEMHFWWRUHJXODWLRQRIDQGUHJXODWRU\VWDQGDUGVVHWE\YDULRXVJRYHUQPHQWDO
DXWKRULWLHVZLWKUHVSHFWWRTXDOLW\DQGVDIHW\7KHVHUHJXODWLRQVDQGVWDQGDUGVPD\FKDQJHIURPWLPHWRWLPH2XU
LQDELOLW\WRFRPSO\RQDWLPHO\EDVLVZLWKUHJXODWRU\UHTXLUHPHQWVFRXOGUHVXOWLQVLJQLILFDQWILQHVRUSHQDOWLHV
ZKLFKFRXOGDGYHUVHO\DIIHFWRXUUHSXWDWLRQDQGVDOHV,VVXHV ZLWKWKHTXDOLW\DQGVDIHW\RIPHUFKDQGLVHZHVHOO
UHJDUGOHVVRIRXUFXOSDELOLW\RUFXVWRPHUFRQFHUQVDERXWVXFKLVVXHVFRXOGUHVXOWLQGDPDJHWRRXUUHSXWDWLRQORVW
VDOHVXQLQVXUHGSURGXFWOLDELOLW\FODLPVRUORVVHVPHUFKDQGLVHUHFDOOVDQGLQFUHDVHGFRVWV
If we fail to develop and maintain good relationships with vendors, or if a vendor is otherwise unable or
unwilling to supply us with adequate quantities of their products at acceptable prices, our business and financial
performance could suffer.
2XUEXVLQHVVLVGHSHQGHQWRQGHYHORSLQJDQGPDLQWDLQLQJJRRGUHODWLRQVKLSVZLWKDODUJHQXPEHURIYHQGRUVWR
SURYLGHRXUFXVWRPHUVZLWKDQH[WHQVLYHVHOHFWLRQRIFXUUHQWDQGUHOHYDQWEUDQGV,QDGGLWLRQWRPDLQWDLQLQJRXU
ODUJHQXPEHURIFXUUHQWYHQGRUUHODWLRQVKLSVHDFK\HDUZHDUHLGHQWLI\LQJDWWUDFWLQJDQGODXQFKLQJQHZYHQGRUVWR
SURYLGHDGLYHUVHDQGXQLTXHSURGXFWDVVRUWPHQW:HEHOLHYHWKDWZHJHQHUDOO\DUHDEOHWRREWDLQDWWUDFWLYHSULFLQJ
DQGWHUPVIURPYHQGRUVEHFDXVHZHDUHSHUFHLYHGDVDGHVLUDEOHFXVWRPHUDQGGHWHULRUDWLRQLQRXUUHODWLRQVKLSZLWK
RXUYHQGRUVFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVV
+RZHYHUWKHUHFDQEHQRDVVXUDQFHWKDWRXUFXUUHQWYHQGRUVRUQHZYHQGRUVZLOOSURYLGHXVZLWKDQDGHTXDWH
VXSSO\RUTXDOLW\RISURGXFWVRUDFFHSWDEOHSULFLQJ2XUYHQGRUVFRXOGGLVFRQWLQXHVHOOLQJWRXVUDLVHWKHSULFHVWKH\
FKDUJHVHOOWKURXJKGLUHFWFKDQQHOVRUDOORZWKHLUPHUFKDQGLVHWREHGLVFRXQWHGE\RWKHUUHWDLOHUV7KHUHFDQEHQR
DVVXUDQFHWKDWZHZLOOEHDEOHWRDFTXLUHGHVLUHGPHUFKDQGLVHLQVXIILFLHQWTXDQWLWLHVRQWHUPVDFFHSWDEOHWRXVLQWKH
IXWXUH,QDGGLWLRQFHUWDLQYHQGRUVVHOOWKHLUSURGXFWVGLUHFWO\WRWKHUHWDLOPDUNHWDQGWKHUHIRUHFRPSHWHZLWKXV
GLUHFWO\DQGRWKHUYHQGRUVPD\GHFLGHWRGRVRLQWKHIXWXUH7KHUHFDQEHQRDVVXUDQFHWKDWVXFKYHQGRUVZLOOQRW
GHFLGHWRGLVFRQWLQXHVXSSO\LQJWKHLUSURGXFWVWRXVVXSSO\XVRQO\OHVVSRSXODURUORZHUTXDOLW\LWHPVUDLVHWKH
SULFHVWKH\FKDUJHXVRUIRFXVRQVHOOLQJWKHLUSURGXFWVGLUHFWO\



,QDGGLWLRQDQXPEHURIRXUYHQGRUVDUHVPDOOHUOHVVFDSLWDOL]HGFRPSDQLHVDQGDUHPRUHOLNHO\WREHLPSDFWHGE\
XQIDYRUDEOHJHQHUDOHFRQRPLFDQGPDUNHWFRQGLWLRQVWKDQODUJHUDQGEHWWHUFDSLWDOL]HGFRPSDQLHV7KHVHVPDOOHU
YHQGRUVPD\QRWKDYHVXIILFLHQWOLTXLGLW\GXULQJHFRQRPLFGRZQWXUQVWRSURSHUO\IXQGWKHLUEXVLQHVVHVDQGWKHLU
W
DELOLW\WRVXSSO\WKHLUSURGXFWVWRXVFRXOGEHQHJDWLYHO\LPSDFWHG$Q\LQDELOLW\WRDFTXLUHVXLWDEOHPHUFKDQGLVHDW
DFFHSWDEOHSULFHVRUWKHORVVRIRQHRUPRUHNH\YHQGRUVFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVV
UHVXOWVRIRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQ
Our business is susceptible to weather conditions that are out of our control, including the potential risks of
unpredictable weather patterns and any weather patterns associated with naturally occurring global climate
change, and the resultant unseasonable weather could have a negative impact on our results of operations.
2XUEXVLQHVVLVVXVFHSWLEOHWRXQVHDVRQDEOHZHDWKHUFRQGLWLRQV)RUH[DPSOHH[WHQGHGSHULRGVRIXQVHDVRQDEO\
ZDUPWHPSHUDWXUHVGXULQJWKHZLQWHUVHDVRQRUFRROZHDWKHUGXULQJWKHVXPPHUVHDVRQ LQFOXGLQJDQ\ZHDWKHU
SDWWHUQVDVVRFLDWHGZLWKJOREDOZDUPLQJDQGFRROLQJ FRXOGUHQGHUDSRUWLRQRIRXULQYHQWRU\LQFRPSDWLEOHZLWK
WKRVHXQVHDVRQDEOHFRQGLWLRQV7KHVHSURORQJHGXQVHDVRQDEOHZHDWKHUFRQGLWLRQVFRXOGKDYHDPDWHULDODGYHUVH
HIIHFWRQRXUEXVLQHVVDQGUHVXOWVRIRSHUDWLRQV
Our omni-channel strategy may not have the return we anticipate, which could have an adverse effect on our
results of operations.
:HDUHH[HFXWLQJDQRPQLFKDQQHOVWUDWHJ\WRHQDEOHRXUFXVWRPHUVWRVKRSZKHUHYHUZKHQHYHUDQGKRZHYHUWKH\
FKRRVHWRHQJDJHZLWKXV2XURPQLFKDQQHOVWUDWHJ\PD\QRWGHOLYHUWKHUHVXOWVZHDQWLFLSDWHRUPD\QRW
DGHTXDWHO\DQWLFLSDWHFKDQJLQJFRQVXPHUWUHQGVSUHIHUHQFHVDQG
G H[SHFWDWLRQV:HZLOOFRQWLQXHWRGHYHORS
DGGLWLRQDOZD\VWRH[HFXWHRXUVXSHULRURPQLFKDQQHOH[SHULHQFHDQGLQWHUDFWZLWKRXUFXVWRPHUVZKLFKUHTXLUHV
VLJQLILFDQWLQYHVWPHQWVLQ,7V\VWHPVDQGFKDQJHVLQRSHUDWLRQDOVWUDWHJ\LQFOXGLQJORFDOL]DWLRQRQOLQHDQGLQVWRUH
SRLQWRIVDOHV\VWHPVRUGHUPDQDJHPHQWV\VWHPDQGWUDQVSRUWDWLRQPDQDJHPHQWV\VWHP,IZHIDLOWRHIIHFWLYHO\
LQWHJUDWHRXUVWRUHDQGHFRPPHUFHVKRSSLQJH[SHULHQFHVHIIHFWLYHO\VFDOHRXU,7VWUXFWXUHRUZHGRQRWUHDOL]HWKH
UHWXUQRQRXULQYHVWPHQWVWKDWZHDQWLFLSDWHRXURSHUDWLQJUHVXOWVFRXOGEHDGYHUVHO\DIIHFWHG2XUFRPSHWLWRUVDUH
DOVRLQYHVWLQJLQRPQLFKDQQHOLQLWLDWLYHV,IRXUFRPSHWLWRUVDUHDEOHWREHPRUHHIIHFWLYHLQWKHLUVWUDWHJ\LWFRXOG
KDYHDQDGYHUVHHIIHFWRQRXUUHVXOWVRIRSHUDWLRQV,IZHRXURPQLFKDQQHOVWUDWHJ\IDLOVWRPHHWFXVWRPHU
U
H[SHFWDWLRQVUHODWHGWRIXQFWLRQDOLW\WLPHO\GHOLYHU\RUFXVWRPHUH[SHULHQFHRXUEXVLQHVVDQGUHVXOWVRIRSHUDWLRQV
PD\EHDGYHUVHO\DIIHFWHG$GGLWLRQDOO\WRPDQDJHWKHDQWLFLSDWHGJURZWKRIRXURSHUDWLRQVDQGSHUVRQQHOZHZLOO
QHHGWRFRQWLQXHWRLPSURYHRXURSHUDWLRQDODQGILQDQFLDOV\VWHPVWUDQVDFWLRQSURFHVVLQJSURFHGXUHVDQGFRQWUROV
DQGLQGRLQJVRFRXOGLQFXUVXEVWDQWLDODGGLWLRQDOH[SHQVHVWKDWFRXOGLPSDFWRXUILQDQFLDOUHVXOWV
If we lose key executives or are unable to attract and retain the talent required for our business, our financial
performance could suffer.
2XUSHUIRUPDQFHGHSHQGVODUJHO\RQWKHHIIRUWVDQGDELOLWLHVRIRXUNH\H[HFXWLYHV,IZHORVHWKHVHUYLFHVRIRQHRU
I
PRUHRIRXUNH\H[HFXWLYHVZHPD\QRWEHDEOHWRVXFFHVVIXOO\PDQDJHRXUEXVLQHVVRUDFKLHYHRXUJURZWK
REMHFWLYHV)XUWKHUPRUHDVRXUEXVLQHVVJURZVZHZLOOQHHGWRDWWUDFWDQGUHWDLQDGGLWLRQDOTXDOLILHGSHUVRQQHOLQD
WLPHO\PDQQHUDQGZHPD\QRWEHDEOHWRGRVR
Failure to meet our staffing needs could adversely affect our ability to implement our growth strategy and could
have a material impact on our results of operations.
2XUVXFFHVVGHSHQGVLQSDUWXSRQRXUDELOLW\WRDWWUDFWPRWLYDWHDQGUHWDLQDVXIILFLHQWQXPEHURITXDOLILHG
HPSOR\HHVZKRXQGHUVWDQGDQGDSSUHFLDWHRXUFXOWXUHDQGEUDQGDQGDUHDEOHWRDGHTXDWHO\UHSUHVHQWWKLVFXOWXUH
4XDOLILHGLQGLYLGXDOVRIWKHUHTXLVLWHFDOLEHUVNLOOVDQGQXPEHUQHHGHGWRILOOWKHVHSRVLWLRQVPD\EHLQVKRUWVXSSO\
LQVRPHDUHDVDQGWKHHPSOR\HHWXUQRYHUUDWHLQWKHUHWDLOLQGXVWU\LVKLJK2XUEXVLQHVVGHSHQGVRQWKHDELOLW\WR
KLUHDQGUHWDLQTXDOLILHGWHFKQLFDODQGVXSSRUWUROHVIRUSURFXUHPHQWGLVWULEXWLRQHFRPPHUFHDQGEDFNRIILFH
IXQFWLRQV&RPSHWLWLRQIRUTXDOLILHGHPSOR\HHVLQWKHVHDUHDVFRXOGUHTXLUHXVWRSD\KLJKHUZDJHVWRDWWUDFWD
VXIILFLHQWQXPEHURIVXLWDEOHHPSOR\HHV



,IZHDUHXQDEOHWRKLUHDQGUHWDLQVWRUHPDQDJHUVDQGVWRUHDVVRFLDWHVFDSDEOHRIFRQVLVWHQWO\SURYLGLQJDKLJKOHYHO
RIFXVWRPHUVHUYLFHDVGHPRQVWUDWHGE\WKHLUHQWKXVLDVPIRURXUFXOWXUHDQGNQRZOHGJHRIRXUPHUFKDQGLVHRXU
DELOLW\WRRSHQQHZVWRUHVPD\EHLPSDLUHGDQGWKHSHUIRUPDQFHRIRXUH[LVWLQJDQGQHZVWRUHVFRXOGEHPDWHULDOO\
DGYHUVHO\DIIHFWHG:HDUHDOVRGHSHQGHQWXSRQWHPSRUDU\SHUVRQQHOWRDGHTXDWHO\VWDIIRXURSHUDWLRQVSDUWLFXODUO\
GXULQJEXV\SHULRGVVXFKDVWKHEDFNWRVFKRRODQGZLQWHUKROLGD\VHDVRQV7KHUHFDQEHQRDVVXUDQFHWKDWZHZLOO
UHFHLYHDGHTXDWHDVVLVWDQFHIURPRXUWHPSRUDU\SHUVRQQHORUWKDWWKHUHZLOOEHVXIILFLHQWVRXUFHVRIWHPSRUDU\
SHUVRQQHO,IZHDUHXQDEOHWRKLUHTXDOLILHGWHPSRUDU\SHUVRQQHORXUUHVXOWVRIRSHUDWLRQVFRXOGEHDGYHUVHO\
LPSDFWHG
$OWKRXJKQRQHRIRXUHPSOR\HHVDUHFXUUHQWO\FRYHUHGE\FROOHFWLYHEDUJDLQLQJDJUHHPHQWVZHFDQQRWJXDUDQWHH
WKDWRXUHPSOR\HHVZLOOQRWHOHFWWREHUHSUHVHQWHGE\ODERUXQLRQVLQWKHIXWXUHZKLFKFRXOGLQFUHDVHRXUODERU
FRVWVDQGFRXOGVXEMHFWXVWRWKHULVNRIZRUNVWRSSDJHVDQGVWULNHV$Q\VXFKIDLOXUHWRPHHWRXUVWDIILQJQHHGVDQ\
PDWHULDOLQFUHDVHVLQHPSOR\HHWXUQRYHUUDWHVDQ\LQFUHDVHVLQODERUFRVWVRUDQ\ZRUNVWRSSDJHVLQWHUUXSWLRQVRU
VWULNHVFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVVRUUHVXOWVRIRSHUDWLRQV
U
A decline in cash flows from operations could have a material adverse effect on our business and growth plans.
:HGHSHQGRQFDVKIORZIURPRSHUDWLRQVWRIXQGRXUFXUUHQWRSHUDWLRQVDQGRXUJURZWKVWUDWHJ\LQFOXGLQJWKH
SD\PHQWRIRXURSHUDWLQJOHDVHVZDJHVVWRUHRSHUDWLRQFRVWVDQGRWKHUFDVKQHHGV,IRXUEXVLQHVVGRHVQRW
JHQHUDWHVXIILFLHQWFDVKIORZIURPRSHUDWLQJDFWLYLWLHVDQGVXIILFLHQWIXQGVDUHQRWRWKHUZLVHDYDLODEOHWRXVIURP
ERUURZLQJVXQGHURXUFUHGLWIDFLOLW\RUIURPRWKHUVRXUFHVZH PD\QRWEHDEOHWRSD\RXURSHUDWLQJOHDVHH[SHQVHV
JURZRXUEXVLQHVVUHVSRQGWRFRPSHWLWLYHFKDOOHQJHVRUIXQGRXURWKHUOLTXLGLW\DQGFDSLWDOQHHGVZKLFKFRXOGKDYH
DPDWHULDODGYHUVHHIIHFWRQRXUEXVLQHVV
The terms of our secured credit agreement impose certain restrictions on us that may impair our ability to
respond to changing business and economic conditions, which could have a significant adverse impact on our
business. Additionally, our business could suffer if our ability to acquire financing is reduced or eliminated.
:HPDLQWDLQDVHFXUHGFUHGLWDJUHHPHQWZLWK:HOOV)DUJR%DQN1$ZKLFKSURYLGHGXVZLWKDVHQLRUVHFXUHG
FUHGLWIDFLOLW\ ³FUHGLWIDFLOLW\´ RIXSWRPLOOLRQWKURXJK'HFHPEHUDQGXSWRPLOOLRQDIWHU
'HFHPEHUDQGWKURXJK'HFHPEHU7KHFUHGLWIDFLOLW\FRQWDLQVYDULRXVUHSUHVHQWDWLRQVZDUUDQWLHV
DQGUHVWULFWLYHFRYHQDQWVWKDWDPRQJRWKHUWKLQJVDQGVXEMHFWWRVSHFLILHGFLUFXPVWDQFHVDQGH[FHSWLRQVUHVWULFWRXU
DELOLW\WRLQFXULQGHEWHGQHVV LQFOXGLQJJXDUDQWHHV JUDQWOLHQVPDNHLQYHVWPHQWVSD\GLYLGHQGVRUGLVWULEXWLRQV
ZLWKUHVSHFWWRFDSLWDOVWRFNPDNHSUHSD\PHQWVRQRWKHULQGHEWHGQHVVHQJDJHLQPHUJHUVGLVSRVHRIFHUWDLQDVVHWV
RUFKDQJHWKHQDWXUHRIWKHLUEXVLQHVV7KHFUHGLWIDFLOLW\FRQWDLQVFHUWDLQILQDQFLDOPDLQWHQDQFHFRYHQDQWVWKDW
W
JHQHUDOO\UHTXLUHXVWRKDYHQHWLQFRPHDIWHUWD[HVRIDWOHDVWPLOOLRQRQDWUDLOLQJIRXUTXDUWHUEDVLVDQGDTXLFN
UDWLRRIDWWKHHQGRIHDFKILVFDOTXDUWHU7KHVHUHVWULFWLRQVFRXOG  OLPLWRXUDELOLW\WRSODQIRURUUHDFWWR
PDUNHWFRQGLWLRQVRUPHHWFDSLWDOQHHGVRURWKHUZLVHUHVWULFWRXUDFWLYLWLHVRUEXVLQHVVSODQVDQG  DGYHUVHO\DIIHFW
RXUDELOLW\WRILQDQFHRXURSHUDWLRQVVWUDWHJLFDFTXLVLWLRQVLQYHVWPHQWVRURWKHUFDSLWDOQHHGVRUWRHQJDJHLQRWKHU
EXVLQHVVDFWLYLWLHVWKDWZRXOGEHLQRXULQWHUHVW
7KHFUHGLWIDFLOLW\FRQWDLQVFHUWDLQDIILUPDWLYHFRYHQDQWVLQFOXGLQJUHSRUWLQJUHTXLUHPHQWVVXFKDVGHOLYHU\RI
ILQDQFLDOVWDWHPHQWVFHUWLILFDWHVDQGQRWLFHVRIFHUWDLQHYHQWVPDLQWDLQLQJLQVXUDQFHDQGSURYLGLQJDGGLWLRQDO
JXDUDQWHHVDQGFROODWHUDOLQFHUWDLQFLUFXPVWDQFHV7KHFUHGLWIDFLOLW\LQFOXGHVFXVWRPDU\HYHQWVRIGHIDXOWLQFOXGLQJ
W
QRQSD\PHQWRISULQFLSDOLQWHUHVWRUIHHVYLRODWLRQRIFRYHQDQWVLQDFFXUDF\RIUHSUHVHQWDWLRQVRUZDUUDQWLHVFURVV
GHIDXOWWRRWKHUPDWHULDOLQGHEWHGQHVVEDQNUXSWF\DQGLQVROYHQF\HYHQWVLQYDOLGLW\RULPSDLUPHQWRIJXDUDQWHHVRU
VHFXULW\LQWHUHVWVPDWHULDOMXGJPHQWVDQGFKDQJHRIFRQWURO$GGLWLRQDOO\ZHFDQQRWEHDVVXUHGWKDWRXUERUURZLQJ
UHODWLRQVKLSZLWKRXUOHQGHUVZLOOFRQWLQXHRUWKDWRXUOHQGHUVZLOOUHPDLQDEOHWRVXSSRUWWKHLUFRPPLWPHQWVWRXVLQ
WKHIXWXUH,IRXUOHQGHUVIDLOWRGRVRWKHQZHPD\QRWEHDEOHWRVHFXUHDOWHUQDWLYHILQDQFLQJRQFRPPHUFLDOO\
D
UHDVRQDEOHWHUPVRUDWDOO



Our business could suffer with the closure or disruption of our home office or our distribution centers.
,QWKH86ZHUHO\RQDVLQJOHGLVWULEXWLRQFHQWHUORFDWHGLQ&RURQD&DOLIRUQLDWRUHFHLYHVWRUHDQGGLVWULEXWHWKH
YDVWPDMRULW\RIRXUPHUFKDQGLVHWRRXUGRPHVWLFVWRUHV,QWHUQDWLRQDOO\ZHRSHUDWHDFRPELQHGGLVWULEXWLRQDQG
U
HFRPPHUFHIXOILOOPHQWFHQWHUORFDWHGLQ*UD]$XVWULDWKDWVXSSRUWVRXU%OXH7RPDWRHFRPPHUFHDQGVWRUH
RSHUDWLRQVLQ(XURSH:HRSHUDWHDGLVWULEXWLRQFHQWHUORFDWHG
G LQ'HOWD%ULWLVK&ROXPELD&DQDGDWRGLVWULEXWHRXU
PHUFKDQGLVHWRRXU&DQDGLDQVWRUHV:HRSHUDWHDGLVWULEXWLRQDQGHFRPPHUFHIXOILOOPHQWFHQWHUORFDWHGLQ
0HOERXUQH$XVWUDOLDWRGLVWULEXWHRXUPHUFKDQGLVHWRRXU$XVWUDOLDQVWRUHV$GGLWLRQDOO\ZHDUHKHDGTXDUWHUHGLQ
/\QQZRRG:DVKLQJWRQ$VDUHVXOWXQIRUHVHHQHYHQWVLQFOXGLQJZDUWHUURULVPRWKHUSROLWLFDOLQVWDELOLW\RU
FRQIOLFWVULRWVSXEOLFKHDOWKLVVXHV LQFOXGLQJZLGHVSUHDGSDQGHPLFLOOQHVVHVVXFKDVFRURQDYLUXVDQGRWKHU
FRPPXQLFDEOHGLVHDVHVRUYLUXVHV DQDWXUDOGLVDVWHURURWKHUFDWDVWURSKLFHYHQWWKDWDIIHFWVRQHRIWKHUHJLRQV
ZKHUHZHRSHUDWHWKHVHFHQWHUVRURXUKRPHRIILFHFRXOGVLJQLILFDQWO\GLVUXSWRXURSHUDWLRQVDQGKDYHDPDWHULDO
DGYHUVHHIIHFWRQRXUEXVLQHVVUHVXOWVRIRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQ
The effects of war, acts of terrorism, threat of terrorism, or other types of mall violence, could adversely affect
our business.
0RVWRIRXUVWRUHVDUHORFDWHGLQVKRSSLQJPDOOV$Q\WKUHDWRIWHUURULVWDWWDFNVRUDFWXDOWHUURULVWHYHQWVRURWKHU
W\SHVRIPDOOYLROHQFHVXFKDVVKRRWLQJVRUULRWVFRXOGOHDGWRORZHUFRQVXPHUWUDIILFLQVKRSSLQJPDOOV,Q
DGGLWLRQORFDODXWKRULWLHVRUPDOOPDQDJHPHQWFRXOGFORVHVKRSSLQJPDOOVLQUHVSRQVHWRVHFXULW\FRQFHUQV0DOO
FORVXUHVDVZHOODVORZHUFRQVXPHUWUDIILFGXHWRVHFXULW\FRQFHUQVFRXOGUHVXOWLQGHFUHDVHGVDOHV$GGLWLRQDOO\
WKHWKUHDWHVFDODWLRQRUFRPPHQFHPHQWRIZDURURWKHUDUPHGFRQIOLFWHOVHZKHUHFRXOGVLJQLILFDQWO\GLPLQLVK
FRQVXPHUVSHQGLQJDQGUHVXOWLQGHFUHDVHGVDOHV'HFUHDVHGVDOHVFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXU
EXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV
Our inability or failure to protect our intellectual property or our infringement of other’s intellectual property
could have a negative impact on our operating results.
:HEHOLHYHWKDWRXUWUDGHPDUNVDQGGRPDLQQDPHVDUHYDOXDEOHDVVHWVWKDWDUHFULWLFDOWRRXUVXFFHVV7KH
XQDXWKRUL]HGXVHRURWKHUPLVDSSURSULDWLRQRIRXUWUDGHPDUNVRUU GRPDLQQDPHVFRXOGGLPLQLVKWKHYDOXHRIWKH
=XPLH]%OXH7RPDWRRU)DVW7LPHVEUDQGVRXUVWRUHFRQFHSWVRXUSULYDWHODEHOEUDQGVRURXUJRRGZLOODQGFDXVHD
GHFOLQHLQRXUQHWVDOHV$OWKRXJKZHKDYHVHFXUHGRUDUHLQWKHSURFHVVRIVHFXULQJSURWHFWLRQIRURXUWUDGHPDUNV
DQGGRPDLQQDPHVLQDQXPEHURIFRXQWULHVRXWVLGHRIWKH86WKHUHDUHFHUWDLQFRXQWULHVZKHUHZHGRQRW
FXUUHQWO\KDYHRUZKHUHZHGRQRWFXUUHQWO\LQWHQGWRDSSO\IRUU SURWHFWLRQIRUFHUWDLQWUDGHPDUNV$OVRWKHHIIRUWV
ZHKDYHWDNHQWRSURWHFWRXUWUDGHPDUNVPD\QRWEHVXIILFLHQWRUHIIHFWLYH7KHUHIRUHZHPD\QRWEHDEOHWR
SUHYHQWRWKHUSHUVRQVIURPXVLQJRXUWUDGHPDUNVRUGRPDLQQDPHVRXWVLGHRIWKH86ZKLFKDOVRFRXOGDGYHUVHO\
DIIHFWRXUEXVLQHVV:HDUHDOVRVXEMHFWWRWKHULVNWKDWZHPD\LQIULQJHRQWKHLQWHOOHFWXDOSURSHUW\ULJKWVRIWKLUG
SDUWLHV$Q\LQIULQJHPHQWRURWKHULQWHOOHFWXDOSURSHUW\FODLPPDGHDJDLQVWXVZKHWKHURUQRWLWKDVPHULWFRXOGEH
WLPHFRQVXPLQJUHVXOWLQFRVWO\OLWLJDWLRQFDXVHSURGXFWGHOD\VRUUHTXLUHXVWRSD\UR\DOWLHVRUOLFHQVHIHHV$VD
UHVXOWDQ\VXFKFODLPFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQRXURSHUDWLQJUHVXOWV
Our operations expose us to the risk of litigation, which could lead to significant potential liability and costs that
could harm our business, financial condition or results of operations.
:HHPSOR\DVXEVWDQWLDOQXPEHURIIXOOWLPHDQGSDUWWLPHHPSOR\HHVDPDMRULW\RIZKRPDUHHPSOR\HGDWRXU
VWRUHORFDWLRQV$VDUHVXOWZHDUHVXEMHFWWRDODUJHQXPEHURIIHGHUDOVWDWHDQGIRUHLJQODZVDQGUHJXODWLRQV
U
UHODWLQJWRHPSOR\PHQW7KLVFUHDWHVDULVNRISRWHQWLDOFODLPVWKDWZHKDYHYLRODWHGODZVUHODWHGWRGLVFULPLQDWLRQ
DQGKDUDVVPHQWKHDOWKDQGVDIHW\ZDJHDQGKRXUODZVFULPLQDODFWLYLW\SHUVRQDOLQMXU\DQGRWKHUFODLPV:HDUH
DOVRVXEMHFWWRRWKHUW\SHVRIFODLPVLQWKHRUGLQDU\FRXUVHRIRXUEXVLQHVV6RPHRUDOORIWKHVHFODLPVPD\JLYH
I
ULVHWROLWLJDWLRQZKLFKFRXOGEHWLPHFRQVXPLQJIRURXUPDQDJHPHQWWHDPFRVWO\DQGKDUPIXOWRRXUEXVLQHVV
,QDGGLWLRQZHDUHH[SRVHGWRWKHULVNRIFODVVDFWLRQOLWLJDWLRQ7KHFRVWVRIGHIHQVHDQGWKHULVNRIORVVLQ
FRQQHFWLRQZLWKFODVVDFWLRQVXLWVDUHJUHDWHUWKDQLQVLQJOHSDUW\OLWLJDWLRQFODLPV'XHWRWKHFRVWVRIGHIHQGLQJ
DJDLQVWVXFKOLWLJDWLRQWKHVL]HRIMXGJPHQWVWKDWPD\EHDZDUGHGDJDLQVWXVDQGWKHORVVRIVLJQLILFDQWPDQDJHPHQW
WLPHGHYRWHGWRVXFKOLWLJDWLRQZHFDQQRWSURYLGHDVVXUDQFHWKDWVXFKOLWLJDWLRQZLOOQRWGLVUXSWRXUEXVLQHVVRU
LPSDFWRXUILQDQFLDOUHVXOWV



:HDUHLQYROYHGIURPWLPHWRWLPHLQOLWLJDWLRQLQFLGHQWDOWRRXUEXVLQHVVLQFOXGLQJFRPSODLQWVILOHGE\LQYHVWRUV
7KLVOLWLJDWLRQFRXOGUHVXOWLQVXEVWDQWLDOFRVWVDQGFRXOGGLYHUWPDQDJHPHQW VDWWHQWLRQDQGUHVRXUFHVZKLFKFRXOG
KDUPRXUEXVLQHVV5LVNVDVVRFLDWHGZLWKOHJDOOLDELOLW\DUHRIWHQGLIILFXOWWRDVVHVVRUTXDQWLI\DQGWKHLUH[LVWHQFH
DQGPDJQLWXGHFDQUHPDLQXQNQRZQIRUVLJQLILFDQWSHULRGVRIWLPH
Failure to comply with federal, state, local or foreign laws and regulations, or changes in these laws and
regulations, could have an adverse impact on our results of operations and financial performance.
2XUEXVLQHVVLVVXEMHFWWRDZLGHDUUD\RIODZVDQGUHJXODWLRQVLQFOXGLQJWKRVHUHODWHGWRHPSOR\PHQWWUDGH
FRQVXPHUSURWHFWLRQWUDQVSRUWDWLRQRFFXSDQF\ODZVKHDOWKFDUHZDJHODZVHPSOR\HHKHDOWKDQGVDIHW\WD[HV
SULYDF\KHDOWKLQIRUPDWLRQSULYDF\LGHQWLI\WKHIWFXVWRPVWUXWKLQDGYHUWLVLQJVHFXULWLHVODZVXQVROLFLWHG
FRPPHUFLDOFRPPXQLFDWLRQDQGHQYLURQPHQWDOLVVXHV2XUSROLFLHVSURFHGXUHVDQGLQWHUQDOFRQWUROVDUHGHVLJQHG
WRFRPSO\ZLWKIRUHLJQDQGGRPHVWLFODZVDQGUHJXODWLRQVVXFK DVWKRVHUHTXLUHGE\WKH6DUEDQHV2[OH\$FWRI
DQGWKH86)RUHLJQ&RUUXSW3UDFWLFHV$FW$OWKRXJKZHKDYHSROLFLHVDQGSURFHGXUHVDLPHGDWHQVXULQJOHJDO
DQGUHJXODWRU\FRPSOLDQFHRXUHPSOR\HHVRUYHQGRUVFRXOGWDNHDFWLRQVWKDWYLRODWHWKHVHODZVDQGUHJXODWLRQV$Q\
YLRODWLRQVRIVXFKODZVRUUHJXODWLRQVFRXOGKDYHDQDGYHUVHHIIHFWRQRXUUHSXWDWLRQUHVXOWVRIRSHUDWLRQVILQDQFLDO
I
FRQGLWLRQDQGFDVKIORZV)XUWKHUPRUHFKDQJHVLQWKHUHJXODWLRQVWKHLPSRVLWLRQRIDGGLWLRQDOUHJXODWLRQVRUWKH
HQDFWPHQWRIDQ\QHZOHJLVODWLRQSDUWLFXODUO\LQWKH86DQG(XURSHFRXOGDGYHUVHO\DIIHFWRXUUHVXOWVRI
RSHUDWLRQVRUILQDQFLDOFRQGLWLRQ
Fluctuations in our tax obligations and effective tax rate may result in volatility in our operating results.
:HDUHVXEMHFWWRLQFRPHWD[HVLQPDQ\GRPHVWLFDQGIRUHLJQMXULVGLFWLRQV,QDGGLWLRQRXUSURGXFWVDUHVXEMHFWWR
LPSRUWDQGH[FLVHGXWLHVDQGRUVDOHVFRQVXPSWLRQRUYDOXHDGGHGWD[HVLQPDQ\MXULVGLFWLRQV:HUHFRUGWD[
H[SHQVHEDVHGRQRXUHVWLPDWHVRIIXWXUHSD\PHQWVZKLFKLQFOXGHUHVHUYHVIRUHVWLPDWHVRISUREDEOHVHWWOHPHQWVRI
GRPHVWLFDQGIRUHLJQWD[DXGLWV$WDQ\RQHWLPHPDQ\WD[\HDUVDUHVXEMHFWWRDXGLWE\YDULRXVWD[LQJMXULVGLFWLRQV
7KHUHFDQEHQRDVVXUDQFHDVWRWKHRXWFRPHRIWKHVHDXGLWVZKLFKPD\KDYHDQDGYHUVHHIIHFWWRRXUEXVLQHVV,Q
DGGLWLRQRXUHIIHFWLYHWD[UDWHPD\EHPDWHULDOO\LPSDFWHGE\FKDQJHVLQWD[UDWHVDQGGXWLHVWKHPL[DQGOHYHORI
HDUQLQJVRUORVVHVE\WD[LQJMXULVGLFWLRQVRUE\FKDQJHVWRH[LVWLQJDFFRXQWLQJUXOHVRUUHJXODWLRQV&KDQJHVWR
IRUHLJQRUGRPHVWLFWD[ODZVFRXOGKDYHDPDWHULDOLPSDFWRQRXUILQDQFLDOFRQGLWLRQUHVXOWVRIRSHUDWLRQVRUFDVK
IORZV
We may fail to meet analyst expectations, which could cause the price of our stock to decline.
2XUFRPPRQVWRFNLVWUDGHGSXEOLFO\DQGYDULRXVVHFXULWLHVDQDO\VWVIROORZRXUILQDQFLDOUHVXOWVDQGLVVXHUHSRUWVRQ
XV7KHVHUHSRUWVLQFOXGHLQIRUPDWLRQDERXWRXUKLVWRULFDOILQDQFLDOUHVXOWVDVZHOODVWKHDQDO\VWV HVWLPDWHVRIRXU
IXWXUHSHUIRUPDQFH7KHDQDO\VWV HVWLPDWHVDUHEDVHGXSRQWKHLURZQLQGHSHQGHQWRSLQLRQVDQGFDQEHGLIIHUHQW
IURPRXUHVWLPDWHVRUH[SHFWDWLRQV,IRXURSHUDWLQJUHVXOWVDUHEHORZWKHHVWLPDWHVRUH[SHFWDWLRQVRISXEOLFPDUNHW
DQDO\VWVDQGLQYHVWRUVRXUVWRFNSULFHFRXOGGHFOLQH
The reduction of total outstanding shares through the execution of a share repurchase program of common stock
may increase the risk that a group of shareholders could form a group to become a controlling shareholder.
$VKDUHUHSXUFKDVHSURJUDPPD\EHFRQGXFWHGIURPWLPHWRWLPHXQGHUDXWKRUL]DWLRQPDGHE\RXU%RDUGRI
'LUHFWRUV:HGRQRWKDYHDFRQWUROOLQJVKDUHKROGHUQRUDUHZHDZDUHRIDQ\VKDUHKROGHUVWKDWKDYHIRUPHGD
³JURXS´ GHILQHGDVZKHQWZRRUPRUHSHUVRQVDJUHHWRDFWWRJHWKHUIRUWKHSXUSRVHVRIDFTXLULQJKROGLQJYRWLQJRU
RWKHUZLVHGLVSRVLQJRIWKHHTXLW\VHFXULWLHVRIDQLVVXHU 7KHUHGXFWLRQRIWRWDORXWVWDQGLQJVKDUHVWKURXJKWKH
H[HFXWLRQRIDVKDUHUHSXUFKDVHSURJUDPRIFRPPRQVWRFNPD\LQFUHDVHWKHULVNWKDWDJURXSRIVKDUHKROGHUVFRXOG
IRUPDJURXSWREHFRPHDFRQWUROOLQJVKDUHKROGHU
$FRQWUROOLQJVKDUHKROGHUZRXOGKDYHVLJQLILFDQWLQIOXHQFHRYHUDQGPD\KDYHWKHDELOLW\WRFRQWUROPDWWHUV
UHTXLULQJDSSURYDOE\RXUVKDUHKROGHUVLQFOXGLQJWKHHOHFWLRQRIGLUHFWRUVDQGDSSURYDORIPHUJHUVFRQVROLGDWLRQV
VDOHVRIDVVHWVUHFDSLWDOL]DWLRQVDQGDPHQGPHQWVWRRXUDUWLFOHVRILQFRUSRUDWLRQ)XUWKHUPRUHDFRQWUROOLQJ
VKDUHKROGHUPD\WDNHDFWLRQVZLWKZKLFKRWKHUVKDUHKROGHUVGRQRWDJUHHLQFOXGLQJDFWLRQVWKDWGHOD\GHIHURU
SUHYHQWDFKDQJHRIFRQWURORIWKHFRPSDQ\DQGWKDWFRXOGFDXVHWKHSULFHWKDWLQYHVWRUVDUHZLOOLQJWRSD\IRUWKH
FRPSDQ\¶VVWRFNWRGHFOLQH
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0DUNHW,QIRUPDWLRQ
2XUFRPPRQVWRFNLVWUDGHGRQWKH1DVGDT*OREDO6HOHFW0DUNHWXQGHUWKHV\PERO³=80=´$W-DQXDU\
WKHUHZHUHVKDUHVRIFRPPRQVWRFNRXWVWDQGLQJ
3HUIRUPDQFH0HDVXUHPHQW&RPSDULVRQ
7KHIROORZLQJJUDSKVKRZVDFRPSDULVRQIRUWRWDOFXPXODWLYHUHWXUQVIRU=XPLH]WKH1DVGDT&RPSRVLWH
W
,QGH[DQGWKH1DVGDT5HWDLO7UDGH,QGH[GXULQJWKHSHULRGFRPPHQFLQJRQ-DQXDU\DQGHQGLQJRQ-DQXDU\
7KHFRPSDULVRQDVVXPHVZDVLQYHVWHGRQ-DQXDU\ LQHDFKRI=XPLH]WKH1DVGDT
&RPSRVLWH,QGH[DQGWKH1DVGDT5HWDLO7UDGH,QGH[DQGDVVXPHV WKHUHLQYHVWPHQWRIDOOGLYLGHQGVLIDQ\7KH
FRPSDULVRQLQWKHIROORZLQJJUDSKDQGWDEOHLVUHTXLUHGE\WKH6(&DQGLVQRWLQWHQGHGWREHDIRUHFDVWRUWREH
LQGLFDWLYHRIIXWXUH&RPSDQ\FRPPRQVWRFNSHUIRUPDQFH
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+ROGHUVRIWKH&RPSDQ\¶V&DSLWDO6WRFN
:HKDGDSSUR[LPDWHO\VKDUHKROGHUVRIUHFRUGDVRI0DUFK7KHQXPEHURIVKDUHKROGHUVRIUHFRUG
LVEDVHGXSRQWKHDFWXDOQXPEHURIVKDUHKROGHUVUHJLVWHUHGDWVXFKGDWHDQGGRHVQRWLQFOXGHKROGHUVRIVKDUHVLQ
³VWUHHWQDPHV´RUSHUVRQVSDUWQHUVKLSVDVVRFLDWHVFRUSRUDWLRQVRURWKHUHQWLWLHVLGHQWLILHGLQVHFXULW\SRVLWLRQ
OLVWLQJVPDLQWDLQHGE\GHSRVLWRULHV
'LYLGHQGV
1RFDVKGLYLGHQGVKDYHEHHQGHFODUHGRQRXUFRPPRQVWRFNWRGDWHQRUKDYHDQ\GHFLVLRQVEHHQPDGHWRSD\
DGLYLGHQGLQWKHIRUHVHHDEOHIXWXUH3D\PHQWRIGLYLGHQGVLVHYDOXDWHGRQDSHULRGLFEDVLV
5HFHQW6DOHVRI8QUHJLVWHUHG6HFXULWLHV
1RQH
,VVXHU3XUFKDVHVRI(TXLW\6HFXULWLHV
7KHIROORZLQJWDEOHSUHVHQWVLQIRUPDWLRQRIRXUFRPPRQVWRFNPDGHGXULQJWKHWKLUWHHQZHHNVHQGHG-DQXDU\
 LQWKRXVDQGVH[FHSWDYHUDJHSULFHSDLGSHUVKDUH 

3HULRG

7RWDO1XPEHURI
'ROODU9DOXHRI
6KDUHV3XUFKDVHG 6KDUHVWKDW0D\
7RWDO1XPEHU
DV3DUWRI3XEOLFO\ <HWEH5HSXUFKDVHG
$YHUDJH3ULFH $QQRXQFHG3ODQV 8QGHUWKH3ODQV
RI6KDUHV
 3XUFKDVHG 3DLGSHU6KDUH  RU3URJUDPV   RU3URJUDPV  

2FWREHU²1RYHPEHU 
1RYHPEHU²-DQXDU\  
-DQXDU\²-DQXDU\
7RWDO 























7KHVKDUHUHSXUFKDVHSURJUDPLVFRQGXFWHGXQGHUDXWKRUL]DWLRQVPDGHIURPWLPHWRWLPHE\RXU%RDUGRI
'LUHFWRUV,Q'HFHPEHURXU%RDUGRI'LUHFWRUVDXWKRUL]HGXVWRUHSXUFKDVHXSWRPLOOLRQRIRXU
G
FRPPRQVWRFN7KHUHSXUFKDVHSURJUDPLVH[SHFWHGWRFRQWLQXHWKURXJKWKHILVFDO\HDUWKDWZLOOHQGRQ
-DQXDU\XQOHVVWKHWLPHSHULRGLVH[WHQGHGRUVKRUWHQHGE\WKH%RDUGRI'LUHFWRUV7KHUHSXUFKDVH
SURJUDPVXSHUVHGHVDOOSUHYLRXVO\DSSURYHGDQGDXWKRUL]HGVWRFNUHSXUFKDVHSURJUDPVLQFOXGLQJWKH
N
UHSXUFKDVHSURJUDPVSUHYLRXVO\DSSURYHGE\WKH%RDUGRI'LUHFWRUVRQ6HSWHPEHUDQG'HFHPEHU
$W-DQXDU\WKHUHUHPDLQVPLOOLRQDYDLODEOHIRUVKDUHUHSXUFKDVHXQGHUWKHFXUUHQWVKDUH
UHSXUFKDVHSURJUDP
'XULQJWKHWKLUWHHQZHHNVHQGHG-DQXDU\VKDUHVZHUHSXUFKDVHGE\XVLQRUGHUWRVDWLVI\
HPSOR\HHWD[ZLWKKROGLQJREOLJDWLRQVXSRQWKHYHVWLQJRIUHVWULFWHGVWRFN7KHVHVKDUHVZHUHQRWDFTXLUHG
SXUVXDQWWRDQ\SXEOLFO\DQQRXQFHGSXUFKDVHSODQRUSURJUDP
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MD&A is provided as a supplement to, and should be read in conjunction with, our consolidated financial
statements and related notes included elsewhere in this document. This discussion contains forward-looking
statements that involve risks and uncertainties. Our actual results could differ materially from those anticipated in
these forward-looking statements as a result of certain factors, including those discussed in “Item 1A Risk Factors.”
See the cautionary note regarding forward-looking statements set forth at the beginning of Part I of the Annual
Report on Form 10-K.
7KHIROORZLQJ0DQDJHPHQW¶V'LVFXVVLRQDQG$QDO\VLVRI)LQDQFLDO&RQGLWLRQDQG5HVXOWRI2SHUDWLRQV
³0' $´ LVLQWHQGHGWRKHOSWKHUHDGHUXQGHUVWDQGWKHILQDQFLDOFRQGLWLRQUHVXOWVRIRSHUDWLRQVDQGWKHFHUWDLQW\
RIFDVKIORZVRI=XPLH],QFDQGLWVZKROO\RZQHGVXEVLGLDULHV7KLVGLVFXVVLRQIRFXVHVRQNQRZQPDWHULDOHYHQWV
DQGXQFHUWDLQWLHVWKDWDUHUHDVRQDEO\OLNHO\WRFDXVHUHSRUWHGILQDQFLDOLQIRUPDWLRQQRWWREHQHFHVVDULO\LQGLFDWLYHRI
IXWXUHRSHUDWLQJUHVXOWVRURIIXWXUHILQDQFLDOFRQGLWLRQ7KLVLQFOXGHVGHVFULSWLRQVDQGDPRXQWVRIPDWWHUVWKDWKDYH
KDGDPDWHULDOLPSDFWRQUHSRUWHGRSHUDWLRQVDVZHOODVPDWWHUVWKDWDUHUHDVRQDEO\OLNHO\EDVHGRQRXUDVVHVVPHQW
WRKDYHDPDWHULDOLPSDFWRQIXWXUHRSHUDWLRQV
)LVFDO²$5HYLHZRI7KLV3DVW<HDU
)LVFDOZDVPDUNHGE\UHFRUGVDOHVDQGHDUQLQJVIRUWKH&RPSDQ\LQFOXGLQJQHWVDOHVJURZWKRI
DQGJURZWKLQGLOXWHGHDUQLQJVSHUVKDUHRIWR7KLVZDVXSIURPRXUSUHYLRXVGLOXWHGHDUQLQJVSHU
VKDUHUHFRUGLQWKHSULRU\HDURI2XUVWRUHVZHUHRSHQIRUDSSUR[LPDWHO\RIWKHSRVVLEOHRSHUDWLQJ
GD\VLQILVFDOZKLOHGXHWR&29,'UHODWHGVWRUHFORVXUHVLQILVFDORXUVWRUHVZHUHRSHQIRU
DSSUR[LPDWHO\RIWKHSRVVLEOHRSHUDWLQJGD\VLQWKHSULRU\HDU7KHPDMRULW\RIWKHLPSURYHPHQWLQRSHQ
U
VWRUHGD\VZDVUHODWHGWRWKH8QLWHG6WDWHVZKLOHZHH[SHULHQFHGFRQWLQXHGLPSDFWVRIVWRUHFORVXUHVLQ(XURSH
&DQDGDDQG$XVWUDOLD:HDOVREHQHILWWHGIURPGRPHVWLFJRYHUQPHQWVWLPXOXVHDUO\LQILVFDOUHVXOWLQJLQVDOHV
JURZWKRIIRUILUVWTXDUWHURIILVFDOFRPSDUHGZLWKWKHSULRU\HDU7KURXJKRXWWKHUHPDLQGHURIWKH
\HDUZHGURYHTXDUWHUO\\HDURYHU\HDUVDOHVJURZWKLQWKHPLGWRKLJKVLQJOHGLJLWVUHVXOWLQJLQWKHKLJKHVWVDOHVLQ
&RPSDQ\KLVWRU\DQGJURZWKRIRYHUSUHSDQGHPLFILVFDOVDOHV
)LVFDOUHSUHVHQWHGRXUVL[WKVWUDLJKW\HDURISURGXFWPDUJLQJDLQV3URGXFWPDUJLQVJUHZE\EDVLV
SRLQWVLQDVRXUWHDPVUHPDLQHGIRFXVHGRQSURYLGLQJRXUFXVWRPHUVZLWKDGLYHUVHSURGXFWRIIHULQJDQG
FRQWLQXHGQHZQHVV:KLOHWKH\HDUZDVIXOORIFKDOOHQJHVDVVRFLDWHGZLWKODERUVKRUWDJHVFORVXUHVLQIODWLRQDQG
VXSSO\FKDLQZHZHUHDEOHWRPDQDJHWKURXJKWKHLVVXHVJURZLQJVDOHVDQGSURGXFWPDUJLQLQHDFKTXDUWHURIWKH
\HDU2YHUDOOJURVVPDUJLQZDVDOVRSRVLWLYHO\LPSDFWHGE\EDVLVSRLQWVRIOHYHUDJHLQRXURFFXSDQF\FRVWVZLWK
VLJQLILFDQWVDOHVJURZWKDVZHOODVDUHGXFWLRQLQZHEIXOILOOPHQWDQGZHEVKLSSLQJWRFXVWRPHUVRIEDVLVSRLQWV
DVVDOHVVKLIWHGEDFNWRSK\VLFDOVWRUHVZLWKIHZHUFORVXUHVRYHUDOOGXULQJWKH\HDUDQGDUHVXUJHQFHRIRXUFXVWRPHUV
FRPLQJEDFNWRPDOOVUHSUHVHQWHGE\DVWRUHSHQHWUDWLRQOHYHOWKDWZDVFORVHUWRWKDQ7RWDOJURVVPDUJLQ
LPSURYHGEDVLVSRLQWVIURPWKHSULRU\HDUWRRIVDOHV
,QILVFDOZHEHJDQWRVHHH[SHQVHVWKDWZHUHHOLPLQDWHGRUU UHGXFHGGXHWRWKHSDQGHPLFLQ
UHLQWURGXFHGLQWRWKHEXVLQHVV7KHPRVWVLJQLILFDQWRIWKHVHZDVVWRUHSD\UROODVZHKDGDKLJKHUSHUFHQWDJHRIRSHQ
VWRUHVDQGPDQ\RIRXUVWRUHVVWDUWHGVKLIWLQJEDFNWRQRUPDORSHUDWLQJKRXUV7KRXJKQRWIXOO\EDFNWRSUH
SDQGHPLFOHYHOVZHDOVREHJDQWRUHLQWURGXFHH[SHQVHVVXFKDV WUDLQLQJWUDYHODQGRWKHUGLVFUHWLRQDU\H[SHQVHV
7KHVHLQFUHDVHVFRPELQHGZLWKD\HDURYHU\HDUUHGXFWLRQLQ&29'UHODWHGJRYHUQPHQWVXEVLGLHVDQGDQ
LQFUHDVHLQLQFHQWLYHFRPSHQVDWLRQGXHWRSHUIRUPDQFHOHGWRJURZWKLQVHOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHV
RIIURPWKHSULRU\HDU:LWKDQQXDOVDOHVJURZWKRIZHGLGOHYHUDJHVHOOLQJJHQHUDODQG
DGPLQLVWUDWLYHH[SHQVHVE\EDVLVSRLQWVIURPWKHSULRU\HDU
2XUHDUQLQJVSHUGLOXWHGVKDUHIRUILVFDORIZDVDQDOOWLPHKLJKIRUWKH&RPSDQ\DQGJUHZ
IURPRXUSUHYLRXVUHFRUGKLJKHDUQLQJVSHUVKDUHRILQ:LWKRXUVLJQLILFDQWFDVKSRVLWLRQHQWHULQJWKH
\HDUDQGFDVKIORZJHQHUDWHGGXULQJZHZHUHDEOHWREX\EDFNPLOOLRQVKDUHVGXULQJWKH\HDUDWDWRWDOFRVW
RIPLOOLRQXOWLPDWHO\UHGXFLQJDQQXDOGLOXWHGVKDUHVRXWVWDQGLQJE\IURPWKHSULRU\HDUDQGWRWDOVKDUHV
RXWVWDQGLQJE\PLOOLRQZKHQFRPSDUHGWRWKHEHJLQQLQJRIWKH\HDU7KLVZLOOKDYHDODUJHULPSDFWRQ
ZHLJKWHGDYHUDJHGLOXWHGVKDUHFRXQWVDVPRVWRIWKHVHVKDUHVZHUHUHSXUFKDVHGLQWKHEDFNKDOIRIWKH\HDU:H
DGGHGQHZVWRUHVLQ1RUWK$PHULFDLQILVFDOQHZ%OXH7RPDWRVWRUHVLQ(XURSHDQGQHZ)DVW7LPHV
VWRUHLQ$XVWUDOLD:HEHOLHYHWKDWZHVWLOOKDYHPHDQLQJIXOH[SDQVLRQRSSRUWXQLWLHVLQWHUQDWLRQDOO\



$VDOHDGLQJJOREDOOLIHVW\OHUHWDLOHUZHFRQWLQXHWRGLIIHUHQWLDWHRXUVHOYHVWKURXJKRXUGLVWLQFWLYHEUDQG
RIIHULQJDQGGLYHUVHSURGXFWVHOHFWLRQDVZHOODVWKHXQLTXHFXVWRPHUH[SHULHQFHDFURVVDOORIRXUSODWIRUPV:H
UHPDLQFRPPLWWHGWRVHUYLQJWKHFXVWRPHUODXQFKLQJRYHUQHZEUDQGVLQ:HKDYHPDGHLQYHVWPHQWVRYHU
VHYHUDO\HDUVWRLQWHJUDWHWKHGLJLWDODQGSK\VLFDOFKDQQHOVFUHDWLQJDVHDPOHVVVKRSSLQJH[SHULHQFHIRURXUFXVWRPHU
DQGRQHFKDQQHOH[SHQVHVWUXFWXUH:HEHOLHYHWKLVKDVEHHQD FULWLFDODVVHWGXULQJWKHSDQGHPLFLQDQG
UHFRYHU\LQPDUNHGE\VLJQLILFDQWVKLIWVLQGHPDQGEHWZHHQSK\VLFDODQGGLJLWDOFKDQQHOV:HDUHFRQWLQXLQJ
WRGHOLYHUDOPRVWDOORIRXURQOLQHRUGHUVLQ1RUWK$PHULFDIURPRXUVWRUHVZKLFKKDVSURYLGHGVXEVWDQWLDO
LPSURYHPHQWVLQWKHVSHHGRIGHOLYHU\WRRXUFXVWRPHUVDQGHOLPLQDWHGWKHQHHGWRPDQDJHWZRSRROVRILQYHQWRU\
VHSDUDWHO\IRUGLJLWDODQGSK\VLFDOGHPDQG,QWHUQDWLRQDOO\ZHFRQWLQXHWRVHHGHHSHUSHQHWUDWLRQRIORFDOL]HG
IXOILOOPHQWDQGDUHLQYDULRXVVWDJHVRIUROORXWLQGLIIHUHQWFRXQWULHV,QVWRUHIXOILOOPHQWLVDNH\SDUWRIVWUDWHJ\
WKDWZHEHOLHYHZLOOGULYHORQJWHUPPDUNHWVKDUHE\OHYHUDJLQJWKHVWUHQJWKVRIRXUVWRUHVDOHVWHDPSURYLGLQJ
EHWWHUDQGIDVWHUVHUYLFHWRFXVWRPHUVLPSURYLQJSURGXFWPDUJLQVPD[LPL]LQJWKHSURGXFWLYLW\RILQYHQWRU\
SURYLGLQJDGGLWLRQDOVHOOLQJRSSRUWXQLWLHVDQGXWLOL]LQJRQHFRVWVWUXFWXUHWRVHUYHWKHFXVWRPHU
7KHIROORZLQJWDEOHVKRZVQHWVDOHVRSHUDWLQJSURILWRSHUDWLQJPDUJLQDQGGLOXWHGHDUQLQJVSHUVKDUHIRU
ILVFDOFRPSDUHGWRILVFDO


)LVFDO  

1HWVDOHV LQWKRXVDQGV    
2SHUDWLQJSURILW LQWKRXVDQGV  
2SHUDWLQJPDUJLQ 
'LOXWHGHDUQLQJVSHUVKDUH  
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 7KHLQFUHDVHLQQHWVDOHVZDVGULYHQE\IHZHU&29,'UHODWHGVWRUHFORVXUHVJRYHUQPHQWVWLPXOXVEHQHILWV
LQWKH8QLWHG6WDWHVGXULQJWKHILUVWTXDUWHURIDQGWKHQHWDGGLWLRQRIVWRUHV QHZVWRUHVRIIVHWE\
VWRUHFORVXUHV LQILVFDO7KHLQFUHDVHLQQHWVDOHVZDVGULYHQE\DQLQFUHDVHLQWUDQVDFWLRQVDQGDQ
LQFUHDVHLQGROODUVSHUWUDQVDFWLRQ7KHLQFUHDVHLQGROODUVSHUWUDQVDFWLRQZDVGULYHQE\DQLQFUHDVHLQDYHUDJH
XQLWUHWDLOSDUWLDOO\RIIVHWE\DGHFUHDVHLQXQLWVSHUWUDQVDFWLRQ
)LVFDO²$/RRN$WWKH8SFRPLQJ<HDU
,QILVFDORXUIRFXVUHPDLQVRQVHUYLQJWKHFXVWRPHUZLWKVWUDWHJLFLQYHVWPHQWVODUJHO\IRFXVHGRQ
HQKDQFLQJWKHFXVWRPHUH[SHULHQFHZKLOHLQFUHDVLQJPDUNHWVKDUHDQGFUHDWLQJRSHUDWLRQDOHIILFLHQFLHVWRGULYHORQJ
WHUPRSHUDWLQJPDUJLQH[SDQVLRQ:HDUHSODQQLQJDFFHOHUDWHGVWRUHJURZWKLQDQWLFLSDWLQJQHZVWRUHV
FRPSDUHGZLWKQHZVWRUHVRSHQHGLQ:HH[SHFWWRRSHQQHZVWRUHVLQ1RUWK$PHULFDLQ(XURSHDQGG
LQ$XVWUDOLDDVZHFRQWLQXHWRH[WHQGRXUUHDFKLQERWKH[LVWLQJDQGQHZPDUNHWV
&RPLQJRIIRIDUHFRUG\HDULQVDOHVDQGHDUQLQJVLQZHDUHHQWHULQJILVFDODQWLFLSDWLQJVRPH
IOXFWXDWLRQLQTXDUWHUO\UHVXOWV7KHILUVWDQGVHFRQGTXDUWHUVRILQSDUWLFXODUDUHOLNHO\WREHFKDOOHQJLQJDVZH
DQQXDOL]HWKHVXEVWDQWLDOEHQHILWVIURPGRPHVWLFVWLPXOXVWKDWSRVLWLYHO\LPSDFWHGWKHILUVWTXDUWHUDQGEHJLQQLQJRII
WKHVHFRQGTXDUWHURIILVFDO7KHILUVWDQGVHFRQGTXDUWHUVRIDUHOLNHO\WREHGRZQ\HDURYHU\HDULQ
VDOHVZLWKWKHVHFRQGTXDUWHUPRUHPRGHVWO\LPSDFWHG$VZHPRYHWRWKHEDFNKDOIRIWKH\HDUZHDQWLFLSDWHVDOHV
JURZWKLQWKHWKLUGDQGIRXUWKTXDUWHUVDJDLQVWPRUHQRUPDOL]HG
GUHVXOWVLQ7KURXJKRXWWKH\HDUZHDQWLFLSDWH
ZHZLOOVHHVWURQJHUUHVXOWVDFURVVRXULQWHUQDWLRQDOHQWLWLHV LQ&DQDGD(XURSHDQG$XVWUDOLDDVZHDQQLYHUVDU\VWRUH
FORVXUHVDQGFRQWLQXHWREHQHILWIURPDJURZLQJVWRUHEDVH2YHUDOOZHDQWLFLSDWHVDOHVZLOOEHURXJKO\IODWWRILVFDO

)LVFDORSHUDWLQJH[SHQVHVDUHH[SHFWHGWRJURZDWDJUHDWHUUDWHWKDQVDOHV6HYHUDOIDFWRUVDUHH[SHFWHGG
WRFRQWULEXWHWRWKLVLQFOXGLQJZDJHDQGRWKHUH[SHQVHLQIODWLRQDPRUHQRUPDOL]HGRSHUDWLQJHQYLURQPHQWGULYLQJ
ORQJHUVWRUHKRXUVDQGKLJKHUYDULDEOHRSHUDWLQJFRVWVDGGLWLRQDOWUDLQLQJWUDYHODQGRWKHUGLVFUHWLRQDU\H[SHQVHV
IRUHJRQHLQDVDUHVXOWRI&29,'UHVWULFWLRQVWKDWZLOOUHWXUQWRWKHEXVLQHVV:HDUHFXUUHQWO\H[SHFWLQJ
RSHUDWLQJSURILWWRGHFUHDVHLQILVFDOFRPSDUHGWRILVFDO*LYHQRXUVWURQJFDVKSRVLWLRQZHKDYHWKH
VHFXULW\WRPDQDJHWKURXJKSRWHQWLDOGLIILFXOWLHVZKLOHDOVRLQYHVWLQJVWUDWHJLFDOO\LQLPSRUWDQWORQJWHUPLQLWLDWLYHV
DQGUHWXUQLQJYDOXHWRRXUVKDUHKROGHUV$WWKHHQGRIILVFDOZHKDGPLOOLRQUHPDLQLQJRQRXUFXUUHQWO\
DFWLYHVWRFNUHSXUFKDVHDXWKRUL]DWLRQ*LYHQWKHVKDUHUHSXUFKDVHVZHKDYHFRPSOHWHGIURPDQGWKHFXUUHQWW
SURJUDPWKDWZHKDYHEHHQH[HFXWLQJLQILVFDODQGHDUO\ILVFDOZHH[SHFWWKDWWKHUHGXFWLRQLQVKDUHV
RXWVWDQGLQJZLOOGULYHDGRXEOHGLJLWLQFUHDVHLQGLOXWHGHDUQLQJVSHUVKDUHLQILVFDOFRPSDUHGZLWKILVFDO



*HQHUDO
1HWVDOHVFRQVWLWXWHJURVVVDOHVQHWRIDFWXDODQGHVWLPDWHGUHWXUQVDQGGHGXFWLRQVIRUSURPRWLRQVDQG
VKLSSLQJUHYHQXH1HWVDOHVLQFOXGHRXUVWRUHVDOHVDQGRXUHFRPPHUFHVDOHV:HUHFRUGWKHVDOHRIJLIWFDUGVDVD
FXUUHQWOLDELOLW\DQGUHFRJQL]HUHYHQXHZKHQDFXVWRPHUUHGHHPVDJLIWFDUG$GGLWLRQDOO\WKHSRUWLRQRIJLIWFDUGV
WKDWZLOOQRWEHUHGHHPHG ³JLIWFDUGEUHDNDJH´ LVUHFRJQL]HGEDVHGRQRXUKLVWRULFDOUHGHPSWLRQUDWHLQSURSRUWLRQ
WRWKHSDWWHUQRIULJKWVH[HUFLVHGE\WKHFXVWRPHU
:HUHSRUW³FRPSDUDEOHVDOHV´EDVHGRQQHWVDOHVEHJLQQLQJRQWKHILUVWDQQLYHUVDU\RIWKHILUVWGD\RI
RSHUDWLRQRIDQHZVWRUHRUHFRPPHUFHEXVLQHVV:HRSHUDWHDVDOHVVWUDWHJ\WKDWLQWHJUDWHVRXUVWRUHVZLWKRXU
HFRPPHUFHSODWIRUP7KHUHLVVLJQLILFDQWLQWHUDFWLRQEHWZHHQRXUVWRUHVDOHVDQGRXUHFRPPHUFHVDOHVFKDQQHOVDQG
ZHEHOLHYHWKDWWKH\DUHXWLOL]HGLQWDQGHPWRVHUYHRXUFXVWRPHUV7KHUHIRUHRXUFRPSDUDEOHVDOHVDOVRLQFOXGHRXU
HFRPPHUFHVDOHV&KDQJHVLQRXUFRPSDUDEOHVDOHVEHWZHHQWZRSHULRGVDUHEDVHGRQQHWVDOHVRIVWRUHRU
HFRPPHUFHEXVLQHVVZKLFKZHUHLQRSHUDWLRQGXULQJERWKRIWKHWZRSHULRGVEHLQJFRPSDUHGDQGLIDVWRUHRU
HFRPPHUFHEXVLQHVVLVLQFOXGHGLQWKHFDOFXODWLRQRIFRPSDUDEOHVDOHVIRURQO\DSRUWLRQRIRQHRIWKHWZRSHULRGV
EHLQJFRPSDUHGWKHQWKDWVWRUHRUHFRPPHUFHEXVLQHVVLVLQFOXGHGLQWKHFDOFXODWLRQIRURQO\WKHFRPSDUDEOH
SRUWLRQRIWKHRWKHUSHULRG$Q\LQFUHDVHRUGHFUHDVHOHVVWKDQLQVTXDUHIRRWDJHRIDQH[LVWLQJFRPSDUDEOH
VWRUHLQFOXGLQJUHPRGHOVDQGUHORFDWLRQVZLWKLQWKHVDPHPDOORUWHPSRUDU\FORVXUHVOHVVWKDQVHYHQGD\VGRHVQRW
HOLPLQDWHWKDWVWRUHIURPLQFOXVLRQLQWKHFDOFXODWLRQRIFRPSDUDEOHVDOHV$Q\VWRUHRUHFRPPHUFHEXVLQHVVWKDWZH
DFTXLUHZLOOEHLQFOXGHGLQWKHFDOFXODWLRQRIFRPSDUDEOHVDOHVDIWHUWKHILUVWDQQLYHUVDU\RIWKHDFTXLVLWLRQ
GDWH&XUUHQW\HDUIRUHLJQH[FKDQJHUDWHVDUHDSSOLHGWRERWKFXUUHQW\HDUDQGSULRU\HDUFRPSDUDEOHVDOHVWR
DFKLHYHDFRQVLVWHQWEDVLVIRUFRPSDULVRQ6WRUHVFORVHGGXHWKHLPSDFWVRI&29,'DUHH[FOXGHGIURPRXU
FRPSDUDEOHVDOHVFDOFXODWLRQLIWKH\ZHUHFORVHGIRUORQJHUWKDQVHYHQGD\V2XUHFRPPHUFHEXVLQHVVKDVUHPDLQHG
RSHQGXULQJWKH&29,'SDQGHPLFDQGWKHUHIRUHUHPDLQVUHSRUWHGLQRXUFRPSDUDEOHVDOHVFDOFXODWLRQ7KHUH
PD\EHYDULDWLRQVLQWKHZD\LQZKLFKVRPHRIRXUFRPSHWLWRUVDQGRWKHUDSSDUHOUHWDLOHUVFDOFXODWHFRPSDUDEOH
VDOHV$VDUHVXOWGDWDKHUHLQUHJDUGLQJRXUFRPSDUDEOHVDOHVPD\QRWEHFRPSDUDEOHWRVLPLODUGDWDPDGHDYDLODEOH
E\RXUFRPSHWLWRUVRURWKHUUHWDLOHUV
&RVWRIJRRGVVROGFRQVLVWVRIEUDQGHGPHUFKDQGLVHFRVWVDQGRXUSULYDWHODEHOPHUFKDQGLVHFRVWVLQFOXGLQJ
GHVLJQVRXUFLQJLPSRUWLQJDQGLQERXQGIUHLJKWFRVWV2XUFRVWRIJRRGVVROGDOVRLQFOXGHVVKULQNDJHEX\LQJ
RFFXSDQF\HFRPPHUFHIXOILOOPHQWGLVWULEXWLRQDQGZDUHKRXVLQJFRVWV LQFOXGLQJDVVRFLDWHGGHSUHFLDWLRQ DQG
IUHLJKWFRVWVIRUVWRUHPHUFKDQGLVHWUDQVIHUV7KLVPD\QRWEHFRPSDUDEOHWRWKHZD\LQZKLFKRXUFRPSHWLWRUVRU
RWKHUUHWDLOHUVFRPSXWHWKHLUFRVWRIJRRGVVROG&DVKFRQVLGHUDWLRQUHFHLYHGIURPYHQGRUVLVUHSRUWHGDVDUHGXFWLRQ
RIFRVWRIJRRGVVROGLIWKHLQYHQWRU\KDVVROGDUHGXFWLRQRIWKHFDUU\LQJYDOXHRIWKHLQYHQWRU\LIWKHLQYHQWRU\LV
I
VWLOORQKDQGRUDUHGXFWLRQRIVHOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHLIWKHDPRXQWVDUHUHLPEXUVHPHQWVRI
VSHFLILFLQFUHPHQWDODQGLGHQWLILDEOHFRVWVRIVHOOLQJWKHYHQGRUV¶SURGXFWV
:LWKUHVSHFWWRWKHIUHLJKWFRPSRQHQWRIRXUHFRPPHUFHVDOHVDPRXQWVELOOHGWRRXUFXVWRPHUVDUHLQFOXGHG
LQQHWVDOHVDQGWKHUHODWHGIUHLJKWFRVWLVFKDUJHGWRFRVWRIJRRGVVROG
I
6HOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHVFRQVLVWSULPDULO\ RIVWRUHSHUVRQQHOZDJHVDQGEHQHILWV
DGPLQLVWUDWLYHVWDIIDQGLQIUDVWUXFWXUHH[SHQVHVIUHLJKWFRVWVIRUPHUFKDQGLVHVKLSPHQWVIURPWKHGLVWULEXWLRQ
FHQWHUVWRWKHVWRUHVVWRUHVXSSOLHVGHSUHFLDWLRQRQIL[HGDVVHWVDWRXUKRPHRIILFHDQGVWRUHVIDFLOLW\H[SHQVHV
WUDLQLQJH[SHQVHVDQGDGYHUWLVLQJDQGPDUNHWLQJFRVWV&UHGLWFDUGIHHVLQVXUDQFHSXEOLFFRPSDQ\H[SHQVHVOHJDO
H[SHQVHVDPRUWL]DWLRQRILQWDQJLEOHVDQGRWKHUPLVFHOODQHRXV RSHUDWLQJFRVWVDUHDOVRLQFOXGHGLQVHOOLQJJHQHUDO
DQGDGPLQLVWUDWLYHH[SHQVHV7KLVPD\QRWEHFRPSDUDEOHWRWKHZD\LQZKLFKRXUFRPSHWLWRUVRURWKHUUHWDLOHUV
FRPSXWHWKHLUVHOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHV
.H\3HUIRUPDQFH,QGLFDWRUV
2XUPDQDJHPHQWHYDOXDWHVWKHIROORZLQJLWHPVZKLFKZHFRQVLGHUNH\SHUIRUPDQFHLQGLFDWRUVLQDVVHVVLQJ
U
RXUSHUIRUPDQFH
Net sales.1HWVDOHVFRQVWLWXWHJURVVVDOHVQHWRIVDOHVUHWXUQVDQGGHGXFWLRQVIRUSURPRWLRQVDQGVKLSSLQJ
UHYHQXH1HWVDOHVLQFOXGHVFRPSDUDEOHVDOHVDQGQHZVWRUHVDOHVIRUDOORXUVWRUHDQGHFRPPHUFHEXVLQHVVHV:H
FRQVLGHUQHWVDOHVWREHDQLPSRUWDQWLQGLFDWRURIRXUFXUUHQWSHUIRUPDQFH1HWVDOHVUHVXOWVDUHLPSRUWDQWWRDFKLHYH



OHYHUDJLQJRIRXUFRVWVLQFOXGLQJVWRUHSD\UROODQGVWRUHRFFXSDQF\1HWVDOHVDOVRKDYHDGLUHFWLPSDFWRQRXU
X
RSHUDWLQJSURILWFDVKDQGZRUNLQJFDSLWDO
Gross profit.*URVVSURILWPHDVXUHVZKHWKHUZHDUHRSWLPL]LQJWKHSULFHDQGLQYHQWRU\OHYHOVRIRXU
G
PHUFKDQGLVH*URVVSURILWLVWKHGLIIHUHQFHEHWZHHQQHWVDOHVDQGFRVWRIJRRGVVROG$Q\LQDELOLW\WRREWDLQ
DFFHSWDEOHOHYHOVRILQLWLDOPDUNXSVRUDQ\VLJQLILFDQWLQFUHDVHLQRXUXVHRIPDUNGRZQVFRXOGKDYHDQDGYHUVHHIIHFW
RQRXUJURVVSURILWDQGUHVXOWVRIRSHUDWLRQV
Operating profit.:HYLHZRSHUDWLQJSURILWDVDNH\LQGLFDWRURIRXUVXFFHVV2SHUDWLQJSURILWLVWKH
GLIIHUHQFHEHWZHHQJURVVSURILWDQGVHOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHV7KHNH\GULYHUVRIRSHUDWLQJSURILW
DUHQHWVDOHVJURVVSURILWRXUDELOLW\WRFRQWUROVHOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHVDQGRXUOHYHORIFDSLWDO
H[SHQGLWXUHVDIIHFWLQJGHSUHFLDWLRQH[SHQVH
Diluted earnings per share. 'LOXWHGHDUQLQJVSHUVKDUHLVEDVHGRQWKHZHLJKWHGDYHUDJHQXPEHURIFRPPRQ
P
VKDUHVDQGFRPPRQVKDUHHTXLYDOHQWVRXWVWDQGLQJGXULQJWKHSHULRG:HYLHZGLOXWHGHDUQLQJVSHUVKDUHDVDNH\
LQGLFDWRURIRXUVXFFHVVLQLQFUHDVLQJVKDUHKROGHUYDOXH
7UHQGVDQG8QFHUWDLQWLHV$IIHFWLQJ2XU5HVXOWVDQG&RPSDUDELOLW\
:HKDYHEHHQDQGZHH[SHFWWRFRQWLQXHWREHDIIHFWHGE\DQXPEHURIIDFWRUVWKDWPD\FDXVHDFWXDOUHVXOWVWR
P
GLIIHUIURPRXUKLVWRULFDOUHVXOWVRUFXUUHQWH[SHFWDWLRQV7KHVHIDFWRUVLQFOXGHWKHLPSDFWRIWKH&29,'
SDQGHPLFRQRXURSHUDWLRQVDQGILQDQFLDOUHVXOWVIRUHLJQFXUUHQF\UDWHVFKDQJHVLQODZVLQFOXGLQJ86WD[ODZ
FKDQJHVIOXFWXDWLRQVLQYDULDEOHFRVWVDQGFKDQJHVLQJHQHUDOHFRQRPLFFRQGLWLRQVLQWKHPDUNHWVLQZKLFKZH
RSHUDWH$GGLWLRQDOO\ZKLOHWKHUHZDVQRWDVLJQLILFDQWLPSDFWIURPLQIODWLRQRQRXURSHUDWLRQVGXULQJWKHSDVWWKUHH
W
ILVFDO\HDUVZHH[SHULHQFHGLQFUHDVHGFRVWVGXULQJWKDWDUHH[SHFWHGWRFRQWLQXHLQWR2XUDELOLW\WRUDLVH
RXUVHOOLQJSULFHVGHSHQGVRQPDUNHWFRQGLWLRQVDQGWKHUHPD\EHSHULRGVGXULQJZKLFKZHDUHXQDEOHWRIXOO\
UHFRYHULQFUHDVHVLQRXUFRVWV
7KHVHDQGRWKHUIDFWRUVFDQDIIHFWRXURSHUDWLRQVDQGQHWHDUQLQJVIRUDQ\SHULRGDQGPD\FDXVHVXFKUHVXOWV
QRWWREHFRPSDUDEOHWRWKHVDPHSHULRGLQSUHYLRXV\HDUVDQGWKHUHVXOWVSUHVHQWHGLQWKLVUHSRUWDUHQRWQHFHVVDULO\
LQGLFDWLYHRIIXWXUHRSHUDWLQJUHVXOWV
5HVXOWVRI2SHUDWLRQV
,Q'HFHPEHUDQRYHOVWUDLQRIFRURQDYLUXV &29,' ZDVILUVWLGHQWLILHGDQGLQ0DUFKWKH:RUOG
+HDOWK2UJDQL]DWLRQFDWHJRUL]HG&29,'DVDSDQGHPLF,QWKHEHVWLQWHUHVWRIRXUFXVWRPHUVDQGHPSOR\HHVDQGG
LQOLQHZLWKJRYHUQPHQWDOUHJXODWLRQVDOOVWRUHVZHUHFORVHGE\0DUFK:HEHJDQJUDGXDOO\UHRSHQLQJ
SK\VLFDOVWRUHVDWWKHHQGRIWKHILUVWILVFDOTXDUWHUDQGLQWRWKHVHFRQGILVFDOTXDUWHUZLWKWKHPDMRULW\RIRXUVWRUHV
RSHQWKURXJKWKHWKLUGDQGIRXUWKTXDUWHU,QFHUWDLQUHJLRQV &29,'UHODWHGVKRUWWHUPFORVXUHVKDYHFRQWLQXHG
LQWRILVFDOSULPDULO\LQ(XURSH&DQDGDDQG$XVWUDOLD
2XUVWRUHVZHUHRSHQRQDQDJJUHJDWHEDVLVDSSUR[LPDWHO\RIWKHSRVVLEOHGD\VGXULQJILVFDO
FRPSDUHGWRRIWKHSRVVLEOHGD\VGXULQJILVFDO
7KHIROORZLQJWDEOHSUHVHQWVVHOHFWHGLWHPVRQWKHFRQVROLGDWHGG VWDWHPHQWVRILQFRPHDVDSHUFHQWRIQHWVDOHV
 )LVFDO   )LVFDO   )LVFDO

1HWVDOHV 
&RVWRIJRRGVVROG
*URVVSURILW 
6HOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHV 
2SHUDWLQJSURILW
,QWHUHVWDQGRWKHULQFRPH H[SHQVH QHW
(DUQLQJVEHIRUHLQFRPHWD[HV 
3URYLVLRQIRULQFRPHWD[HV
1HWLQFRPH 































































)LVFDO5HVXOWV&RPSDUHG:LWK)LVFDO
Net Sales
1HWVDOHVZHUHPLOOLRQIRUILVFDOFRPSDUHGWRPLOOLRQIRUILVFDODQLQFUHDVHRI
PLOOLRQRU7KHLQFUHDVHLQVDOHVZDVSULPDULO\GULYHQE\WKHUHRSHQLQJRII VWRUHVFRPSDUHGWRWKH
ZLGHVSUHDGVKRUWWHUPVWRUHFORVXUHVUHODWHGWRWKH&29,'SDQGHPLFLQWKHSULRU\HDURXUDELOLW\WRFDSLWDOL]H
RQFXUUHQWWUHQGVDQGWKHLPSDFWRIGRPHVWLFHFRQRPLFVWLPXOXV RQWKHEXVLQHVVGXULQJWKH\HDU)RUWKH\HDURXU
VWRUHVZHUHRSHQDSSUR[LPDWHO\RIWKHSRVVLEOHGD\VFRPSDUHGWRRIWKHSRVVLEOHGD\VGXULQJILVFDO

7KHLQFUHDVHLQQHWVDOHVZDVGULYHQE\DQLQFUHDVHLQWUDQVDFWLRQVDQGDQLQFUHDVHLQGROODUVSHUWUDQVDFWLRQ
'ROODUVSHUWUDQVDFWLRQLQFUHDVHGGXHWRDQLQFUHDVHLQDYHUDJHXQLWUHWDLOSDUWLDOO\RIIVHWE\DGHFUHDVHLQXQLWVSHU
WUDQVDFWLRQ)RUWKH\HDUWKHPHQ¶VFDWHJRU\ZDVRXUODUJHVWJURZWKFDWHJRU\IROORZHGE\DFFHVVRULHVIRRWZHDUDQG
ZRPHQ¶V2XURQO\QHJDWLYHFDWHJRU\IRUWKH\HDUZDVKDUGJRRGV
%\UHJLRQ1RUWK$PHULFDVDOHVLQFUHDVHGPLOOLRQRUDQGRWKHULQWHUQDWLRQDOVDOHVLQFUHDVHG
PLOOLRQRUGXULQJILVFDOFRPSDUHGWRILVFDO1HWVDOHVIRUWKH\HDUHQGHG-DQXDU\
LQFOXGHGDPLOOLRQLQFUHDVHGXHWRWKHFKDQJHLQIRUHLJQH[FKDQJHUDWHVZKLFKFRQVLVWHGRIPLOOLRQLQ
&DQDGDPLOOLRQLQ$XVWUDOLDDQGPLOOLRQLQ(XURSH([FOXGLQJWKHLPSDFWRIFKDQJHVLQIRUHLJQH[FKDQJH
UDWHV1RUWK$PHULFDVDOHVLQFUHDVHGPLOOLRQRUDQGRWKHULQWHUQDWLRQDOVDOHVLQFUHDVHGPLOOLRQ
RUGXULQJILVFDOFRPSDUHGWRILVFDO
Gross Profit
*URVVSURILWZDVPLOOLRQIRUILVFDOFRPSDUHGWRPLOOLRQIRUILVFDODQLQFUHDVHRI
PLOOLRQRU$VDSHUFHQWDJHRIQHWVDOHVJURVV SURILWLQFUHDVHGEDVLVSRLQWVLQILVFDOWR
DVZHOHYHUDJHPHDQLQJIXOO\DFURVVWKHIL[HGFRVWVWUXFWXUHVFRPSDUHGWRWKHSHULRGRI&29,'UHODWHG
W
FORVXUHVLQWKHSULRU\HDU7KHLQFUHDVHZDVSULPDULO\GULYHQE\DEDVLVSRLQWOHYHUDJHLQRXUVWRUHRFFXSDQF\
FRVWVZKHQFRPSDUHGWRWKHSULRU\HDUZKLFKLQFOXGHGWKHFRQWLQXDWLRQRIUHQWFKDUJHVZLWKRXWDVVRFLDWHGVDOHV
GXULQJ&29,'UHODWHGFORVXUHVLQILVFDO,QDGGLWLRQWKHUHZDVDEDVLVSRLQWLQFUHDVHLQSURGXFWPDUJLQ
DQGDEDVLVSRLQWGHFUHDVHLQZHEIXOILOOPHQWDQGZHEVKLSSLQJFRVWVGXHWROHYHUDJHRIGLVWULEXWLRQIL[HGFRVWV
DQGGHFUHDVHGWRWDOZHEVDOHVDFWLYLW\FRPSDUHGWRWKHSULRU\HDUZKLFKLQFUHDVHGDVDUHVXOWRI&29,'UHODWHG
VKRUWWHUPFORVXUHV
Selling, General and Administrative Expenses
6HOOLQJJHQHUDODQGDGPLQLVWUDWLYH ³6* $´ H[SHQVHVZHUHPLOOLRQIRUILVFDOFRPSDUHGWR
PLOOLRQIRUILVFDODQLQFUHDVHRIPLOOLRQRU6* $H[SHQVHVDVDSHUFHQWRIQHWVDOHV
GHFUHDVHGEDVLVSRLQWVLQILVFDOWRDVZHOHYHUDJHGPHDQLQJIXOO\DFURVVRXUIL[HGFRVWVFRPSDUHGWR
WKHSHULRGRI&29,'UHODWHGFORVXUHVLQWKHSULRU\HDU7KHGHFUHDVHZDVSULPDULO\GULYHQE\EDVLVSRLQWVRI
OHYHUDJHLQQRQZDJHVWRUHRSHUDWLQJFRVWVSDUWLDOO\RIIVHWE\DEDVLVSRLQWXQIDYRUDEOHLPSDFWUHODWHGWRIHZHU
JRYHUQPHQWVXEVLGLHVUHFHLYHGLQILVFDO
Net Income
1HWLQFRPHIRUILVFDOZDVPLOOLRQRUSHUGLOXWHGVKDUHFRPSDUHGZLWKQHWLQFRPHRI
PLOOLRQRUSHUGLOXWHGVKDUHIRUILVFDO2XUHIIHFWLYHLQFRPHWD[UDWHIRUILVFDOZDV
FRPSDUHGWRIRUILVFDO



)LVFDO5HVXOWV&RPSDUHG:LWK)LVFDO
Net Sales
1HWVDOHVZHUHPLOOLRQIRUILVFDOFRPSDUHGWRPLOOLRQIRUILVFDODGHFUHDVHRI
PLOOLRQRU7KHGHFUHDVHLQVDOHVZDVSULPDULO\GULYHQE\WKHFORVXUHRIRXUSK\VLFDOUHWDLOJOREDOO\GXH
WRWKHLPSDFWRI&29,')RUWKH\HDURXUVWRUHVZHUHRSHQDSSUR[LPDWHO\RIWKHSRVVLEOHGD\V7KLV
D
GHFUHDVHZDVSDUWLDOO\RIIVHWE\DLQFUHDVHLQFRPSDUDEOHVDOHVGULYHQE\WKHLQFUHDVHLQHFRPPHUFHVDOHVDV
ZHOODVWKHVWURQJSHUIRUPDQFHRIRXUSK\VLFDOVWRUHVXSRQUHRSHQLQJ
7KHLQFUHDVHLQFRPSDUDEOHVDOHVZDVSULPDULO\GULYHQE\DQLQFUHDVHLQFRPSDUDEOHWUDQVDFWLRQVDQG
DQLQFUHDVHLQGROODUVSHUWUDQVDFWLRQ'ROODUVSHUWUDQVDFWLRQLQFUHDVHGGXHWRDQLQFUHDVHLQDYHUDJHXQLWUHWDLODQG
XQLWVSHUWUDQVDFWLRQ&RPSDUDEOHVDOHVZHUHSULPDULO\GULYHQE\DQLQFUHDVHLQKDUGJRRGVIROORZHGE\PHQ¶V
FORWKLQJDFFHVVRULHVDQGZRPHQ¶VFORWKLQJSDUWLDOO\RIIVHWE\DGHFUHDVHLQIRRWZHDU)RULQIRUPDWLRQDVWRKRZZH
GHILQHFRPSDUDEOHVDOHVVHH³*HQHUDO´DERYH
%\UHJLRQ1RUWK$PHULFDVDOHVGHFUHDVHGPLOOLRQRUDQGRWKHULQWHUQDWLRQDOVDOHVLQFUHDVHG
PLOOLRQRUGXULQJILVFDOFRPSDUHGWRILVFDO1HWVDOHVIRUWKH\HDUHQGHG-DQXDU\LQFOXGHG
W
DPLOOLRQLQFUHDVHGXHWRWKHFKDQJHLQIRUHLJQH[FKDQJHUDWHVZKLFKFRQVLVWHGRIPLOOLRQLQ(XURSH
PLOOLRQLQ$XVWUDOLDRIIVHWE\DPLOOLRQGHFUHDVHLQ&DQDGD([FOXGLQJWKHLPSDFWRIFKDQJHVLQIRUHLJQ
H[FKDQJHUDWHV1RUWK$PHULFDVDOHVGHFUHDVHGPLOOLRQRUDQGRWKHULQWHUQDWLRQDOVDOHVLQFUHDVHG
PLOOLRQRUGXULQJILVFDOFRPSDUHGWRILVFDO
Gross Profit
*URVVSURILWZDVPLOOLRQIRUILVFDOFRPSDUHGWRPLOOLRQIRUILVFDODGHFUHDVHRI
PLOOLRQRU$VDSHUFHQWDJHRIQHWVDOHVJURVVSURILWGHFUHDVHGEDVLVSRLQWVLQILVFDOWR
7KHGHFUHDVHZDVSULPDULO\GULYHQE\DEDVLVSRLQWLQFUHDVHLQZHEIXOILOOPHQWDQGVKLSSLQJFRVWVGXHWR
LQFUHDVHGZHEDFWLYLW\DVDUHVXOWRI&29,'KRZHYHUOHYHUDJHGWRWKHSULRU\HDUZKHQFRPSDUHGWRWRWDOVKLSSHG
VDOHVDQGDEDVLVSRLQWLQFUHDVHGXHWRWKHLPSDLUPHQWRIRSHUDWLQJOHDVHULJKWRIXVHDVVHWV7KLVZDVSDUWLDOO\
RIIVHWE\DQEDVLVSRLQWGHFUHDVHLQLQYHQWRU\VKULQNDJHDQGDEDVLVSRLQWLQFUHDVHLQSURGXFWPDUJLQ
G
Selling, General and Administrative Expenses
6HOOLQJJHQHUDODQGDGPLQLVWUDWLYH ³6* $´ H[SHQVHVZHUHPLOOLRQIRUILVFDOFRPSDUHGWR
PLOOLRQIRUILVFDODGHFUHDVHRIPLOOLRQRU6*
U
$H[SHQVHVDVDSHUFHQWRIQHWVDOHV
GHFUHDVHGEDVLVSRLQWVLQILVFDOWR7KHGHFUHDVHZDVSULPDULO\GULYHQE\DEDVLVSRLQWGHFUHDVH
GXHWRJRYHUQPHQWDOFUHGLWVDEDVLVSRLQWGHFUHDVHLQVWRUHZDJHVDEDVLVSRLQWGHFUHDVHLQQDWLRQDOWUDLQLQJ
DQGUHFRJQLWLRQHYHQWVDQGDEDVLVSRLQWGHFUHDVHLQFRUSRUDWHFRVWV
Net Income
1HWLQFRPHIRUILVFDOZDVPLOOLRQRUSHUGLOXWHGVKDUHFRPSDUHGZLWKQHWLQFRPHRI
PLOOLRQRUSHUGLOXWHGVKDUHIRUILVFDO2XUHIIHFWLYHLQFRPHWD[UDWHIRUILVFDOZDV
FRPSDUHGWRIRUILVFDO7KHGHFUHDVHLQWKHHIIHFWLYHWD[UDWHIRUILVFDOFRPSDUHGWRILVFDO
ZDVSULPDULO\UHODWHGWRDUHGXFWLRQLQQHWORVVHVLQFHUWDLQMXULVGLFWLRQVZKHUHWKHUHLVXQFHUWDLQW\DVWRWKH
UHDOL]DWLRQRIGHIHUUHGWD[DVVHWVDQGWKHSURSRUWLRQRIHDUQLQJVRUORVVEHIRUHLQFRPHWD[HVDFURVVMXULVGLFWLRQV
/LTXLGLW\DQG&DSLWDO5HVRXUFHV
2XUFDVKUHTXLUHPHQWVDUHVXEMHFWWRFKDQJHDVEXVLQHVVFRQGLWLRQVZDUUDQWDQGRSSRUWXQLWLHVDULVH2XU
SULPDU\XVHVRIFDVKDUHIRURSHUDWLRQDOH[SHQGLWXUHVLQYHQWRU\SXUFKDVHVFRPPRQVWRFNUHSXUFKDVHVDQGFDSLWDO
U
LQYHVWPHQWVLQFOXGLQJQHZVWRUHVVWRUHUHPRGHOVVWRUHUHORFDWLRQVVWRUHIL[WXUHVDQGRQJRLQJLQIUDVWUXFWXUH
LPSURYHPHQWV+LVWRULFDOO\RXUPDLQVRXUFHRIOLTXLGLW\KDVEHHQFDVKIORZVIURPRSHUDWLRQV



7KHVLJQLILFDQWFRPSRQHQWVRIRXUZRUNLQJFDSLWDODUHLQYHQWRULHVDQGOLTXLGDVVHWVVXFKDVFDVKFDVK
HTXLYDOHQWVFXUUHQWPDUNHWDEOHVHFXULWLHVDQGUHFHLYDEOHVUHGXFHGE\DFFRXQWVSD\DEOHDQGDFFUXHGH[SHQVHV2XU
G
ZRUNLQJFDSLWDOSRVLWLRQEHQHILWVIURPWKHIDFWWKDWZHJHQHUDOO\FROOHFWFDVKIURPVDOHVWRFXVWRPHUVWKHVDPHGD\
RUZLWKLQVHYHUDOGD\VRIWKHUHODWHGVDOHZKLOHZHW\SLFDOO\KDYHORQJHUSD\PHQWWHUPVZLWKRXUYHQGRUV
$W-DQXDU\DQG-DQXDU\FDVKFDVKHTXLYDOHQWVDQGFXUUHQWPDUNHWDEOHVHFXULWLHVZHUH
PLOOLRQDQGPLOOLRQ:RUNLQJFDSLWDOWKHH[FHVV RIFXUUHQWDVVHWVRYHUFXUUHQWOLDELOLWLHVZDV
PLOOLRQDWWKHHQGRIILVFDODGHFUHDVHRIIURPPLOOLRQDWWKHHQGRIILVFDO7KHGHFUHDVHLQ
FDVKFDVKHTXLYDOHQWVDQGFXUUHQWPDUNHWDEOHVHFXULWLHVLQILVFDOZDVGXHUHSXUFKDVHVRIFRPPRQVWRFNRI
PLOOLRQDQGPLOOLRQRIFDSLWDOH[SHQGLWXUHVSULPDULO\UHODWHGWRWKHRSHQLQJRIQHZVWRUHVDQG
UHPRGHOVDQGUHORFDWLRQVSDUWLDOO\RIIVHWE\PLOOLRQRIFDVKSURYLGHGE\RSHUDWLQJDFWLYLWLHV
I
7KHIROORZLQJWDEOHVXPPDUL]HVRXUFDVKIORZVIURPRSHUDWLQJLQYHVWLQJDQGILQDQFLQJDFWLYLWLHV LQ
WKRXVDQGV 
)LVFDO

7RWDOFDVKSURYLGHGE\ XVHGLQ

2SHUDWLQJDFWLYLWLHV 
,QYHVWLQJDFWLYLWLHV 
)LQDQFLQJDFWLYLWLHV 
(IIHFWRIH[FKDQJHUDWHFKDQJHVRQFDVKDQGFDVK
HTXLYDOHQWV
,QFUHDVHLQFDVKDQGFDVKHTXLYDOHQWV 

)LVFDO 

)LVFDO 


 
 

       
       
   
  




  
  

  
  




Operating Activities
1HWFDVKSURYLGHGE\RSHUDWLQJDFWLYLWLHVGHFUHDVHGE\PLOOLRQLQILVFDOWRPLOOLRQIURP
PLOOLRQLQILVFDO1HWFDVKSURYLGHGE\RSHUDWLQJDFWLYLWLHVLQFUHDVHGE\PLOOLRQLQILVFDOWR
PLOOLRQIURPPLOOLRQLQILVFDO2XURSHUDWLQJFDVKIORZVUHVXOWSULPDULO\IURPFDVKUHFHLYHG
IURPRXUFXVWRPHUVRIIVHWE\FDVKSD\PHQWVZHPDNHIRULQYHQWRU\HPSOR\HHFRPSHQVDWLRQVWRUHRFFXSDQF\
H[SHQVHVDQGRWKHURSHUDWLRQDOH[SHQGLWXUHV&DVKUHFHLYHGIURPRXUFXVWRPHUVJHQHUDOO\FRUUHVSRQGVWRRXUQHW
VDOHV%HFDXVHRXUFXVWRPHUVSULPDULO\XVHFUHGLWFDUGVRUFDVKWREX\IURPXVRXUUHFHLYDEOHVIURPFXVWRPHUV
VHWWOHTXLFNO\&KDQJHVWRRXURSHUDWLQJFDVKIORZVKDYHKLVWRULFDOO\EHHQGULYHQSULPDULO\E\FKDQJHVLQRSHUDWLQJ
LQFRPHZKLFKLVLPSDFWHGE\FKDQJHVWRQRQFDVKLWHPVVXFKDV GHSUHFLDWLRQDPRUWL]DWLRQDQGDFFUHWLRQGHIHUUHG
WD[HVDQGFKDQJHVWRWKHFRPSRQHQWVRIZRUNLQJFDSLWDO
Investing Activities
1HWFDVKSURYLGHGE\LQYHVWLQJDFWLYLWLHVZDVPLOOLRQLQILVFDOUHODWHGWRPLOOLRQLQQHW
VDOHVRIPDUNHWDEOHVHFXULWLHVDQGPLOOLRQRIFDSLWDOH[SHQGLWXUHVSULPDULO\IRUQHZVWRUHRSHQLQJVDQG
H[LVWLQJVWRUHUHPRGHOVRUUHORFDWLRQV1HWFDVKXVHGLQLQYHVWLQJDFWLYLWLHVZDVPLOOLRQLQILVFDOUHODWHG
WRPLOOLRQLQQHWSXUFKDVHVRIPDUNHWDEOHVHFXULWLHVDQGPLOOLRQRIFDSLWDOH[SHQGLWXUHVSULPDULO\IRU
G
QHZVWRUHRSHQLQJVDQGH[LVWLQJVWRUHUHPRGHOVRUUHORFDWLRQV1HWFDVKXVHGLQLQYHVWLQJDFWLYLWLHVZDV
PLOOLRQLQILVFDOUHODWHGWRPLOOLRQLQQHWSXUFKDVHVRIPDUNHWDEOHVHFXULWLHVDQGPLOOLRQRIFDSLWDO
H[SHQGLWXUHVSULPDULO\IRUQHZVWRUHRSHQLQJVDQGH[LVWLQJVWRUHUHPRGHOVRUUHORFDWLRQV
Financing Activities
1HWFDVKXVHGLQILQDQFLQJDFWLYLWLHVLQILVFDOZDVPLOOLRQUHODWHGWRPLOOLRQXVHGLQWKH
UHSXUFKDVHRIFRPPRQVWRFNDQGPLOOLRQLQSD\PHQWVIRUWD[ZLWKKROGLQJREOLJDWLRQVXSRQYHVWLQJRIUHVWULFWHG
VWRFNSDUWLDOO\RIIVHWE\PLOOLRQLQSURFHHGVIURPWKHLVVXDQFHDQGH[HUFLVHRIVWRFNEDVHGDZDUGV1HWFDVK
XVHGLQILQDQFLQJDFWLYLWLHVLQILVFDOZDVPLOOLRQUHODWHGWRPLOOLRQXVHGLQWKHUHSXUFKDVHRI
FRPPRQVWRFNDQGPLOOLRQLQSD\PHQWVRQWD[ZLWKKROGLQJREOLJDWLRQXSRQYHVWLQJRIUHVWULFWHGVWRFNSDUWLDOO\
RIIVHWE\PLOOLRQLQSURFHHGVIURPWKHLVVXDQFHDQGH[HUFLVHRIVWRFNEDVHGDZDUGV1HWFDVKSURYLGHGE\
ILQDQFLQJDFWLYLWLHVLQILVFDOZDVPLOOLRQUHODWHGWRPLOOLRQLQSURFHHGVIURPLVVXDQFHRIVWRFNEDVHG
DZDUGVSDUWLDOO\RIIVHWE\PLOOLRQLQSD\PHQWVRQWD[ZLWKKROGLQJREOLJDWLRQXSRQYHVWLQJRIUHVWULFWHGVWRFN



&DSLWDO([SHQGLWXUHV
2XUFDSLWDOUHTXLUHPHQWVLQFOXGHFRQVWUXFWLRQDQGIL[WXUHFRVWVUHODWHGWRWKHRSHQLQJRIQHZVWRUHVDQG
UHPRGHODQGUHORFDWLRQH[SHQGLWXUHVIRUH[LVWLQJVWRUHV)XWXUHFDSLWDOUHTXLUHPHQWVZLOOGHSHQGRQPDQ\IDFWRUV
LQFOXGLQJWKHSDFHRIQHZVWRUHRSHQLQJVWKHDYDLODELOLW\RIVXLWDEOHORFDWLRQVIRUQHZVWRUHVDQGWKHQDWXUHRI
DUUDQJHPHQWVQHJRWLDWHGZLWKODQGORUGV,QWKDWUHJDUGRXUQHWLQYHVWPHQWWRRSHQDQHZVWRUHKDVYDULHG
VLJQLILFDQWO\LQWKHSDVWGXHWRDQXPEHURIIDFWRUVLQFOXGLQJWKHJHRJUDSKLFORFDWLRQDQGVL]HRIWKHQHZVWRUHDQG
LVOLNHO\WRYDU\VLJQLILFDQWO\LQWKHIXWXUH
'XULQJILVFDOZHVSHQWPLOOLRQRQFDSLWDOH[SHQGLWXUHVZKLFKFRQVLVWHGRIPLOOLRQRIFRVWV
UHODWHGWRLQYHVWPHQWLQQHZVWRUHVDQGUHPRGHOHGRUUHORFDWHGVWRUHVPLOOLRQDVVRFLDWHGZLWK
LPSURYHPHQWVWRRXUZHEVLWHVDQGPLOOLRQLQRWKHULPSURYHPHQWV
'XULQJILVFDOZHVSHQWPLOOLRQRQFDSLWDOH[SHQGLWXUHVZKLFKFRQVLVWHGRIPLOOLRQRIFRVWV
UHODWHGWRLQYHVWPHQWLQQHZVWRUHVDQGUHPRGHOHGRUUHORFDWHGVWRUHVPLOOLRQDVVRFLDWHGZLWK
LPSURYHPHQWVWRRXUZHEVLWHVDQGPLOOLRQLQRWKHULPSURYHPHQWV
'XULQJILVFDOZHVSHQWPLOOLRQRQFDSLWDOH[SHQGLWXUHVZKLFKFRQVLVWHGRIPLOOLRQRIFRVWV
UHODWHGWRLQYHVWPHQWLQQHZVWRUHVDQGUHPRGHOHGRUUHORFDWHGVWRUHVPLOOLRQDVVRFLDWHGZLWK
LPSURYHPHQWVWRRXUZHEVLWHVDQGWKH&XVWRPHU(QJDJHPHQW6XLWH DQGPLOOLRQLQRWKHULPSURYHPHQWV
,QILVFDOZHH[SHFWWRVSHQGDSSUR[LPDWHO\PLOOLRQWRPLOOLRQRQFDSLWDOH[SHQGLWXUHVD
PDMRULW\RIZKLFKZLOOUHODWHWROHDVHKROGLPSURYHPHQWVDQGIL[WXUHVIRUWKHDSSUR[LPDWHO\QHZVWRUHVZHSODQWR
RSHQLQILVFDODQGUHPRGHOVRUUHORFDWLRQVRIH[LVWLQJVWRUHV7KHUHFDQEHQRDVVXUDQFHWKDWWKHQXPEHURI
VWRUHVWKDWZHDFWXDOO\RSHQLQILVFDOZLOOQRWEHGLIIHUHQWIURPWKHQXPEHURIVWRUHVZHSODQWRRSHQRUWKDW
DFWXDOILVFDOFDSLWDOH[SHQGLWXUHVZLOOQRWGLIIHUIURPWKLVH[SHFWHGDPRXQW
2WKHU0DWHULDO&DVK5HTXLUHPHQWV
2XUPDWHULDOFDVKUHTXLUHPHQWVLQFOXGHWKHIROORZLQJFRQWUDFWXDODQGRWKHUREOLJDWLRQV  SXUFKDVH
REOLJDWLRQV IRUDGGLWLRQDOLQIRUPDWLRQVHH1RWHWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV   VXSSO\DQG
VHUYLFHDUUDQJHPHQWVHQWHUHGLQWKHQRUPDOFRXUVHRIEXVLQHVV  RSHUDWLQJOHDVHSD\PHQWV IRUDGGLWLRQDO
LQIRUPDWLRQVHH1RWHWRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV DQG  HPSOR\HHZDJHVEHQHILWVDQG
LQFHQWLYHV  FRPPLWPHQWVIRUFDSLWDOH[SHQGLWXUHVDQG  WD[SD\DEOHV0RUHRYHUZHPD\EHVXEMHFWWR
DGGLWLRQDOPDWHULDOFDVKUHTXLUHPHQWVWKDWDUHFRQWLQJHQWXSRQWKHRFFXUUHQFHRIFHUWDLQHYHQWVHJOHJDO
FRQWLQJHQFLHVXQFHUWDLQWD[SRVLWLRQVDQGRWKHUPDWWHUV
$W-DQXDU\ZHGLGQRWKDYHDQ\³RIIEDODQFHVKHHWDUUDQJHPHQWV´DVGHILQHGLQUHOHYDQW6(&
UHJXODWLRQVWKDWDUHUHDVRQDEO\OLNHO\WRKDYHDFXUUHQWRUIXWXUHHIIHFWRQRXUILQDQFLDOFRQGLWLRQUHVXOWVRI
W
RSHUDWLRQVOLTXLGLW\FDSLWDOH[SHQGLWXUHVRUFDSLWDOUHVRXUFHV
6RXUFHVRI/LTXLGLW\
2XUPRVWVLJQLILFDQWVRXUFHVRIOLTXLGLW\FRQWLQXHWREHIXQGVJHQHUDWHGE\RSHUDWLQJDFWLYLWLHVDQGDYDLODEOH
FDVKFDVKHTXLYDOHQWVDQGFXUUHQWPDUNHWDEOHVHFXULWLHV:HH[SHFWWKHVHVRXUFHVRIOLTXLGLW\DQGDYDLODEOH
ERUURZLQJVXQGHURXUUHYROYLQJFUHGLWIDFLOLW\ZLOOEHVXIILFLHQWWRPHHWRXUIRUHVHHDEOHFDVKUHTXLUHPHQWVIRU
RSHUDWLRQVDQGSODQQHGFDSLWDOH[SHQGLWXUHVIRUDWOHDVWWKHQH[WWZHOYHPRQWKV%H\RQGWKLVWLPHIUDPHLIFDVK
IORZVIURPRSHUDWLRQVDUHQRWVXIILFLHQWWRPHHWRXUFDSLWDOUHTXLUHPHQWVWKHQZHZLOOEHUHTXLUHGWRREWDLQ
DGGLWLRQDOHTXLW\RUGHEWILQDQFLQJLQWKHIXWXUH+RZHYHUWKHUHFDQEHQRDVVXUDQFHWKDWHTXLW\RUGHEWILQDQFLQJ
ZLOOEHDYDLODEOHWRXVZKHQZHQHHGLWRULIDYDLODEOHWKDWWKHWHUPVZLOOEHVDWLVIDFWRU\WRXVDQGQRWGLOXWLYHWRRXU
WKHQFXUUHQWVKDUHKROGHUV



$VRI-DQXDU\ZHPDLQWDLQHGDVHFXUHGFUHGLWDJUHHPHQWZLWK:HOOV)DUJR%DQN1$ZKLFK
SURYLGHGXVZLWKDVHQLRUVHFXUHGFUHGLWIDFLOLW\ ³FUHGLWIDFLOLW\´ RIXSWRPLOOLRQWKURXJK'HFHPEHU
DQGXSWRPLOOLRQDIWHU'HFHPEHUDQGWKURXJK'HFHPEHU7KHFUHGLWIDFLOLW\LVDYDLODEOHIRU
ZRUNLQJFDSLWDODQGRWKHUJHQHUDOFRUSRUDWHSXUSRVHV7KHFUHGLWIDFLOLW\SURYLGHVIRUWKHLVVXDQFHRIVWDQGE\OHWWHUV
RIFUHGLWLQDQDPRXQWQRWWRH[FHHGPLOOLRQRXWVWDQGLQJDWDQ\WLPHDQGZLWKDWHUPQRWWRH[FHHGGD\V
7KHFRPPHUFLDOOLQHRIFUHGLWSURYLGHVIRUWKHLVVXDQFHRIFRPPHUFLDOOHWWHUVRIFUHGLWLQDQDPRXQWQRWWRH[FHHG
PLOOLRQDQGZLWKWHUPVQRWWRH[FHHGGD\V7KHFUHGLWIDFLOLW\ZLOOPDWXUHRQ'HFHPEHU7KH
FUHGLWIDFLOLW\LVVHFXUHGE\DILUVWSULRULW\VHFXULW\LQWHUHVWLQVXEVWDQWLDOO\DOORIWKHSHUVRQDOSURSHUW\ EXWQRWWKH
UHDOSURSHUW\ RIWKHERUURZHUVDQGJXDUDQWRUV$PRXQWVERUURZHGXQGHUWKHFUHGLWIDFLOLW\EHDULQWHUHVWDWDGDLO\
VLPSOH62)5UDWHSOXVDPDUJLQRISHUDQQXP7KHUHZHUHQRERUURZLQJVRURSHQFRPPHUFLDOOHWWHUVRI
FUHGLWRXWVWDQGLQJXQGHUWKHVHFXUHGFUHGLWIDFLOLW\DW-DQXDU\
$GGLWLRQDOO\ZHPDLQWDLQDFUHGLWIDFLOLW\ZLWK8%66ZLW]HUODQG$*RIXSWRPLOOLRQ(XUR 
PLOOLRQ ZKLFKPD\EHXVHGWRJXDUDQWHHSD\PHQWRIOHWWHUVRIFUHGLW7KHFUHGLWIDFLOLW\EHDUVLQWHUHVWDW
7KHUHZHUHQRERUURZLQJVRXWVWDQGLQJXQGHUWKHFUHGLWDJUHHPHQWDW-DQXDU\
W
&ULWLFDO$FFRXQWLQJ(VWLPDWHV
2XUFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDUHSUHSDUHGLQDFFRUGDQFHZLWK86*$$3,QFRQQHFWLRQZLWKWKH
SUHSDUDWLRQRIRXUFRQVROLGDWHGILQDQFLDOVWDWHPHQWVZHDUHUHTXLUHGWRPDNHDVVXPSWLRQVDQGHVWLPDWHVDERXW
IXWXUHHYHQWVDQGDSSO\MXGJPHQWVWKDWDIIHFWWKHUHSRUWHGDPRXQWVRIDVVHWVOLDELOLWLHVUHYHQXHH[SHQVHVDQGWKH
UHODWHGGLVFORVXUHV:HEDVHRXUDVVXPSWLRQVHVWLPDWHVDQGMXGJPHQWVRQKLVWRULFDOH[SHULHQFHFXUUHQWWUHQGVDQG
RWKHUIDFWRUVWKDWZHEHOLHYHWREHUHOHYDQWDWWKHWLPHRXUFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDUHSUHSDUHG2QD
UHJXODUEDVLVZHUHYLHZWKHDFFRXQWLQJSROLFLHVDVVXPSWLRQV HVWLPDWHVDQGMXGJPHQWVWRHQVXUHWKDWRXU
FRQVROLGDWHGILQDQFLDOVWDWHPHQWVDUHSUHVHQWHGIDLUO\DQGLQDFFRUGDQFHZLWK86*$$3+RZHYHUEHFDXVHIXWXUH
HYHQWVDQGWKHLUHIIHFWVFDQQRWEHGHWHUPLQHGZLWKFHUWDLQW\DFWXDOUHVXOWVFRXOGGLIIHUIURPRXUDVVXPSWLRQVDQG
HVWLPDWHVDQGVXFKGLIIHUHQFHVFRXOGEHPDWHULDO
2XUVLJQLILFDQWDFFRXQWLQJSROLFLHVDUHGLVFXVVHGLQ1RWH³6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV´LQ
WKH1RWHVWR&RQVROLGDWHG)LQDQFLDO6WDWHPHQWVIRXQGLQ3DUW,9,WHPRIWKLV)RUP.:HEHOLHYHWKDWWKH
IROORZLQJDFFRXQWLQJHVWLPDWHVLQYROYHDVLJQLILFDQWOHYHORIHVWLPDWLRQXQFHUWDLQW\DQGKDYHKDGRUDUHUHDVRQDEO\
OLNHO\WRKDYHDPDWHULDOLPSDFWRQRXUFRQVROLGDWHGILQDQFLDOVWDWHPHQWV



'HVFULSWLRQ

(IIHFW,I$FWXDO5HVXOWV'LIIHU
)URP$VVXPSWLRQV

-XGJPHQWVDQG8QFHUWDLQWLHV

Valuation of Merchandise Inventories
:HYDOXHRXULQYHQWRU\DWWKHORZHURI
DYHUDJHFRVWRUQHWUHDOL]DEOHYDOXHWKURXJK
WKHHVWDEOLVKPHQWRIZULWHGRZQDQG
LQYHQWRU\ORVVUHVHUYHV

2XUZULWHGRZQUHVHUYHFRQWDLQV
XQFHUWDLQWLHVEHFDXVHWKHFDOFXODWLRQ
UHTXLUHVPDQDJHPHQWWRPDNH
DVVXPSWLRQVEDVHGRQWKHFXUUHQWUDWH
RIVDOHVWKHDJHDQGSURILWDELOLW\RI
2XUZULWHGRZQUHVHUYHUHSUHVHQWVWKHH[FHVV LQYHQWRU\DQGRWKHUIDFWRUV
RIWKHFDUU\LQJYDOXHRYHUWKHDPRXQWZH
H[SHFWWRUHDOL]HIURPWKHXOWLPDWHVDOHVRU
2XUVKULQNDJHUHVHUYHFRQWDLQV
RWKHUGLVSRVDORIWKHLQYHQWRU\:ULWHGRZQV XQFHUWDLQWLHVEHFDXVHWKHFDOFXODWLRQ
HVWDEOLVKDQHZFRVWEDVLVIRURXULQYHQWRU\
UHTXLUHVPDQDJHPHQWWRPDNH
6XEVHTXHQWFKDQJHVLQIDFWVRUFLUFXPVWDQFHV DVVXPSWLRQVDQGWRDSSO\MXGJPHQW
GRQRWUHVXOWLQWKHUHVWRUDWLRQRISUHYLRXVO\ UHJDUGLQJDQXPEHURIIDFWRUV
UHFRUGHGZULWHGRZQVRUDQLQFUHDVHLQWKDW
LQFOXGLQJKLVWRULFDOSHUFHQWDJHVWKDW
QHZO\HVWDEOLVKHGFRVWEDVLV
FDQEHDIIHFWHGE\FKDQJHVLQ
PHUFKDQGLVHPL[DQGFKDQJHVLQ
DFWXDOVKULQNDJHWUHQGV
2XULQYHQWRU\ORVVUHVHUYHUHSUHVHQWV
DQWLFLSDWHGSK\VLFDOLQYHQWRU\ORVVHV
³VKULQNDJHUHVHUYH´ WKDWKDYHRFFXUUHG
VLQFHWKHODVWSK\VLFDOLQYHQWRU\

:HKDYHQRWPDGHDQ\PDWHULDO
FKDQJHVLQWKHDFFRXQWLQJ
PHWKRGRORJ\XVHGWRFDOFXODWHRXU
ZULWHGRZQDQGVKULQNDJHUHVHUYHVLQ
WKHSDVWWKUHHILVFDO\HDUV:HGRQRW
EHOLHYHWKHUHLVDUHDVRQDEOHOLNHOLKRRG
WKDWWKHUHZLOOEHDPDWHULDOFKDQJHLQ
WKHIXWXUHHVWLPDWHVZHXVHWRFDOFXODWH
RXULQYHQWRU\UHVHUYHV+RZHYHULI
DFWXDOUHVXOWVDUHQRWFRQVLVWHQWZLWK
RXUHVWLPDWHVZHPD\EHH[SRVHGWR
ORVVHVRUJDLQVWKDWFRXOGEHPDWHULDO
2XULQYHQWRU\UHVHUYHVKDYHLQFUHDVHG
E\PLOOLRQLQILVFDO
$GHFUHDVHLQWKHVDOHVSULFHRI
RXULQYHQWRU\DW-DQXDU\
ZRXOGKDYHGHFUHDVHGQHWLQFRPHE\
OHVVWKDQPLOOLRQLQILVFDO
$LQFUHDVHLQDFWXDOSK\VLFDO
LQYHQWRU\VKULQNDJHUDWHDW-DQXDU\
ZRXOGKDYHGHFUHDVHGQHWLQFRPH
E\PLOOLRQLQILVFDO

Valuation of Long-Lived Assets





:HUHYLHZWKHFDUU\LQJYDOXHRIRXUORQJ
OLYHGDVVHWVLQFOXGLQJIL[HGDVVHWVDQG
RSHUDWLQJOHDVHULJKWRIXVHDVVHWVIRU
LPSDLUPHQWZKHQHYHUHYHQWVRUFKDQJHVLQ
FLUFXPVWDQFHVLQGLFDWHWKDWWKHFDUU\LQJYDOXH
RIVXFKDVVHWRUDVVHWJURXSPD\QRWEH
UHFRYHUDEOH

(YHQWVWKDWPD\UHVXOWLQDQ
LPSDLUPHQWLQFOXGHWKHGHFLVLRQWR
FORVHDVWRUHRUIDFLOLW\RUD
VLJQLILFDQWGHFUHDVHLQWKHRSHUDWLQJ
SHUIRUPDQFHRIDORQJOLYHGDVVHW
JURXS2XULPSDLUPHQWFDOFXODWLRQV
FRQWDLQXQFHUWDLQWLHVEHFDXVHWKH\
UHTXLUHPDQDJHPHQWWRPDNH
5HFRYHUDELOLW\RIDVVHWVWREHKHOGDQGXVHGLV DVVXPSWLRQVDQGWRDSSO\MXGJPHQWWR
GHWHUPLQHGE\DFRPSDULVRQRIWKHFDUU\LQJ HVWLPDWHIXWXUHFDVKIORZVDQGDVVHW
DPRXQWRIDQDVVHWWRIXWXUHXQGLVFRXQWHGQHW IDLUYDOXHVLQFOXGLQJIRUHFDVWLQJ
IXWXUHVDOHVJURVVSURILWRSHUDWLQJ
FDVKIORZVH[SHFWHGWREHJHQHUDWHGE\WKH
DVVHW,IVXFKDVVHWVDUHFRQVLGHUHGLPSDLUHG H[SHQVHVRUVXEOHDVHLQFRPH,Q
DGGLWLRQWRKLVWRULFDOUHVXOWVFXUUHQW
WKHLPSDLUPHQWUHFRJQL]HGLVPHDVXUHGE\
WUHQGVDQGLQLWLDWLYHVDQGORQJWHUP
FRPSDULQJWKHIDLUYDOXHRIWKHDVVHWWRWKH
PDFURHFRQRPLFDQGLQGXVWU\IDFWRUV
DVVHWFDUU\LQJYDOXH7KHIDLUYDOXHRIWKH
DUHTXDOLWDWLYHO\FRQVLGHUHG
DVVHWLVEDVHGRQWKHIXWXUHGLVFRXQWHGFDVK
$GGLWLRQDOO\PDQDJHPHQWVHHNV
IORZRIFXUUHQWPDUNHWUHQWVWKDWZHFRXOG
LQSXWIURPVWRUHRSHUDWLRQVUHODWHGWR
UHFHLYHDVVXEOHDVHLQFRPH
ORFDOHFRQRPLFFRQGLWLRQVLQFOXGLQJ
WKHLPSDFWRIFORVXUHVRIVHOHFWHGFR
WHQDQWVZKRRFFXS\WKHPDOO



:HGRQRWEHOLHYHWKHUHLVDUHDVRQDEOH
OLNHOLKRRGWKDWWKHUHZLOOEHDPDWHULDO
FKDQJHLQWKHHVWLPDWHVRUDVVXPSWLRQV
ZHXVHWRFDOFXODWHORQJOLYHGDVVHW
LPSDLUPHQWORVVHV+RZHYHULIDFWXDO
UHVXOWVDUHQRWFRQVLVWHQWZLWKRXU
HVWLPDWHVDQGDVVXPSWLRQVRXU
RSHUDWLQJUHVXOWVFRXOGEHDGYHUVHO\
DIIHFWHG'HFOLQHVLQSURMHFWHGFDVK
IORZRIWKHDVVHWVFRXOGUHVXOWLQ
LPSDLUPHQW:HUHFRJQL]HG
LPSDLUPHQWORVVHVRIPLOOLRQ
UHODWHGWRORQJOLYHGDVVHWVLQILVFDO


'HVFULSWLRQ

-XGJPHQWVDQG8QFHUWDLQWLHV

(IIHFW,I$FWXDO5HVXOWV'LIIHU
)URP$VVXPSWLRQV

5LJKWRIXVH$VVHWVDQG/HDVH/LDELOLWLHV
:HGHWHUPLQHLIDFRQWUDFWFRQWDLQVDOHDVHDW
LQFHSWLRQ2XURSHUDWLQJOHDVHVSULPDULO\
FRQVLVWRIUHWDLOVWRUHORFDWLRQVGLVWULEXWLRQ
FHQWHUVDQGFRUSRUDWHRIILFHVSDFH:HGR
QRWKDYHDQ\PDWHULDOOHDVHVLQGLYLGXDOO\RU
LQWKHDJJUHJDWHFODVVLILHGDVDILQDQFH
OHDVLQJDUUDQJHPHQW
2SHUDWLQJOHDVHULJKWRIXVHDVVHWVDQG
OLDELOLWLHVDUHUHFRJQL]HGDWFRPPHQFHPHQW
GDWHEDVHGRQWKHSUHVHQWYDOXHRIOHDVH
SD\PHQWVRYHUWKHOHDVHWHUPQHWRIOHDVH
LQFHQWLYHVUHFHLYHGDQGLQLWLDOGLUHFWFRVWV
SDLG2XUUHWDLOVWRUHOHDVHVDUHJHQHUDOO\IRU
DQLQLWLDOSHULRGRI\HDUVZLWKVRPHRI
RXULQWHUQDWLRQDOOHDVHVVWUXFWXUHGWRLQFOXGH
UHQHZDORSWLRQVDWRXUHOHFWLRQ:HLQFOXGH
UHQHZDORSWLRQVWKDWZHDUHUHDVRQDEO\
FHUWDLQWRH[HUFLVHLQWKHPHDVXUHPHQWRXU
OHDVHOLDELOLWLHVDQGULJKWRIXVHDVVHWV

6LJQLILFDQWMXGJPHQWLVUHTXLUHGLQ
GHWHUPLQLQJRXULQFUHPHQWDO
ERUURZLQJUDWHDQGWKHH[SHFWHGOHDVH
WHUPERWKRIZKLFKLPSDFWWKH
GHWHUPLQDWLRQRIOHDVHFODVVLILFDWLRQ
DQGWKHSUHVHQWYDOXHRIOHDVH
SD\PHQWV*HQHUDOO\RXUOHDVH
FRQWUDFWVGRQRWSURYLGHDUHDGLO\
GHWHUPLQDEOHLPSOLFLWUDWHDQG
WKHUHIRUHZHXVHDQHVWLPDWHG
LQFUHPHQWDOERUURZLQJUDWHDVRIWKH
OHDVHFRPPHQFHPHQWGDWHLQ
GHWHUPLQLQJWKHSUHVHQWYDOXHRIOHDVH
SD\PHQWV7KHHVWLPDWHGLQFUHPHQWDO
ERUURZLQJUDWHUHIOHFWVFRQVLGHUDWLRQV
VXFKDVPDUNHWUDWHVIRURXU
RXWVWDQGLQJFROODWHUDOL]HGGHEWDQG
LQWHUSRODWLRQVRIUDWHVIRUOHDVHVZLWK
WHUPVWKDWGLIIHUIURPRXURXWVWDQGLQJ
GHEW

:HGRQRWEHOLHYHWKHUHLVDUHDVRQDEOH
OLNHOLKRRGWKDWWKHUHZLOOEHDPDWHULDO
FKDQJHLQWKHHVWLPDWHVRUDVVXPSWLRQV
ZHXVHWRFDOFXODWHULJKWRIXVHDVVHWV
DQGOHDVHOLDELOLWLHV*LYHQWKH
VLJQLILFDQWRSHUDWLQJOHDVHDVVHWVDQG
OLDELOLWLHVUHFRUGHGFKDQJHVLQWKH
HVWLPDWHVPDGHE\PDQDJHPHQWRUWKH
XQGHUO\LQJDVVXPSWLRQVFRXOGKDYHD
PDWHULDOLPSDFWRQRXUFRQVROLGDWHG
ILQDQFLDOVWDWHPHQWV
7RWDOXQGLVFRXQWHGIXWXUHSD\PHQWVIRU
OHDVHOLDELOLWLHVZHUHPLOOLRQDW
-DQXDU\,IWKHLQFUHPHQWDO
ERUURZLQJUDWHLQFUHDVHGEDVLV
SRLQWVIURPWKHUDWHLQHIIHFWDW-DQXDU\
WKHOHDVHOLDELOLW\EDODQFH
ZRXOGGHFUHDVHE\PLOOLRQ

2XUOHDVHWHUPVLQFOXGHRSWLRQ
SHULRGVWRH[WHQGRUWHUPLQDWHWKH
OHDVHZKHQLWLVUHDVRQDEO\FHUWDLQ
WKDWWKRVHRSWLRQVZLOOEHH[HUFLVHG
ZKLFKLVJHQHUDOO\WKURXJKDQLQLWLDO
SHULRGRI\HDUV

5HYHQXH5HFRJQLWLRQ
5HYHQXHLVUHFRJQL]HGXSRQSXUFKDVHDWRXU
UHWDLOVWRUHORFDWLRQV)RURXUHFRPPHUFH
VDOHVUHYHQXHLVUHFRJQL]HGXSRQVKLSPHQWWR
WKHFXVWRPHU5HYHQXHLVUHFRUGHGQHWRI
VDOHVUHWXUQVDQGGHGXFWLRQVIRUSURPRWLRQV

2XUUHYHQXHUHFRJQLWLRQDFFRXQWLQJ
PHWKRGRORJ\FRQWDLQVXQFHUWDLQWLHV
EHFDXVHLWUHTXLUHVPDQDJHPHQWWR
PDNHDVVXPSWLRQVUHJDUGLQJIXWXUH
VDOHVUHWXUQVDQGWKHDPRXQWDQG
WLPLQJRIJLIWFDUGVSURMHFWHGWREH
UHGHHPHGE\JLIWFDUGUHFLSLHQWV2XU
5HYHQXHLVQRWUHFRUGHGRQWKHVDOHRIJLIW
HVWLPDWHRIWKHDPRXQWDQGWLPLQJRI
FDUGV:HUHFRUGWKHVDOHRIJLIWFDUGVDVD
FXUUHQWOLDELOLW\DQGUHFRJQL]HUHYHQXHZKHQ VDOHVUHWXUQVDQGJLIWFDUGVWREH
DFXVWRPHUUHGHHPVDJLIWFDUG$GGLWLRQDOO\ UHGHHPHGLVEDVHGSULPDULO\RQ
KLVWRULFDOH[SHULHQFH
WKHSRUWLRQRIJLIWFDUGVWKDWZLOOQRWEH
UHGHHPHG ³JLIWFDUGEUHDNDJH´ LVUHFRJQL]HG
LQSURSRUWLRQRIWKHSDWWHUQVXVHGE\WKH
FXVWRPHUEDVHGRQRXUKLVWRULFDOUHGHPSWLRQ
SDWWHUQV

:HKDYHQRWPDGHDQ\PDWHULDO
FKDQJHVLQWKHDFFRXQWLQJ
PHWKRGRORJ\XVHGWRPHDVXUHIXWXUH
VDOHVUHWXUQVRUJLIWFDUGEUHDNDJHLQ
WKHSDVWWKUHHILVFDO\HDUV
:HGRQRWEHOLHYHWKHUHLVDUHDVRQDEOH
OLNHOLKRRGWKDWWKHUHZLOOEHDPDWHULDO
FKDQJHLQWKHIXWXUHHVWLPDWHVRU
DVVXPSWLRQVZHXVHWRUHFRJQL]H
UHYHQXH+RZHYHULIDFWXDOUHVXOWVDUH
QRWFRQVLVWHQWZLWKRXUHVWLPDWHVRU
DVVXPSWLRQVZHPD\EHH[SRVHGWR
ORVVHVRUJDLQVWKDWFRXOGEHPDWHULDO
2XUVDOHVUHWXUQUHVHUYHKDVGHFUHDVHG
E\PLOOLRQLQILVFDO$
LQFUHDVHLQRXUVDOHVUHWXUQUHVHUYHDW
-DQXDU\ZRXOGKDYH
GHFUHDVHGQHWLQFRPHE\PLOOLRQ
LQILVFDO
2XUJLIWFDUGEUHDNDJHUHVHUYHKDV
LQFUHDVHGE\PLOOLRQLQILVFDO
$LQFUHDVHLQWKHHVWLPDWHG
JLIWFDUGUHGHPSWLRQUDWHZRXOGKDYH
GHFUHDVHGQHWLQFRPHE\PLOOLRQ
LQILVFDO



'HVFULSWLRQ

-XGJPHQWVDQG8QFHUWDLQWLHV

(IIHFW,I$FWXDO5HVXOWV'LIIHU
)URP$VVXPSWLRQV

Accounting for Income Taxes
$VSDUWRIWKHSURFHVVRISUHSDULQJWKH
FRQVROLGDWHGILQDQFLDOVWDWHPHQWVLQFRPH
WD[HVDUHHVWLPDWHGIRUHDFKRIWKH
MXULVGLFWLRQVLQZKLFKZHRSHUDWH7KLV
SURFHVVLQYROYHVHVWLPDWLQJDFWXDOFXUUHQWWD[
H[SRVXUHWRJHWKHUZLWKDVVHVVLQJWHPSRUDU\
GLIIHUHQFHVUHVXOWLQJIURPGLIIHULQJWUHDWPHQW
RILWHPVIRUWD[DQGDFFRXQWLQJSXUSRVHV
7KHVHGLIIHUHQFHVUHVXOWLQGHIHUUHGWD[DVVHWV
DQGOLDELOLWLHVZKLFKDUHLQFOXGHGRQWKH
FRQVROLGDWHGEDODQFHVKHHWV9DOXDWLRQ
DOORZDQFHVDUHHVWDEOLVKHGZKHQQHFHVVDU\WR
UHGXFHGHIHUUHGWD[DVVHWVWRWKHDPRXQW
H[SHFWHGWREHUHDOL]HG

6LJQLILFDQWMXGJPHQWLVUHTXLUHGLQ
HYDOXDWLQJRXUWD[SRVLWLRQVDQG
GHWHUPLQLQJRXUSURYLVLRQIRULQFRPH
WD[HV'XULQJWKHRUGLQDU\FRXUVHRI
EXVLQHVVWKHUHDUHPDQ\WUDQVDFWLRQV
DQGFDOFXODWLRQVIRUZKLFKWKH
XOWLPDWHWD[GHWHUPLQDWLRQLV
XQFHUWDLQ)RUH[DPSOHRXUHIIHFWLYH
WD[UDWHVFRXOGEHDGYHUVHO\DIIHFWHG
E\HDUQLQJVEHLQJORZHUWKDQ
DQWLFLSDWHGLQMXULVGLFWLRQVZKHUHZH
KDYHORZHUVWDWXWRU\UDWHVDQGKLJKHU
WKDQDQWLFLSDWHGLQMXULVGLFWLRQVZKHUH
ZHKDYHKLJKHUVWDWXWRU\UDWHV

:HUHJXODUO\HYDOXDWHWKHOLNHOLKRRGRI
UHDOL]LQJWKHEHQHILWIRULQFRPHWD[SRVLWLRQV
ZHKDYHWDNHQLQYDULRXVIHGHUDOVWDWHDQG
IRUHLJQILOLQJVE\FRQVLGHULQJDOOUHOHYDQW
IDFWVFLUFXPVWDQFHVDQGLQIRUPDWLRQ
DYDLODEOHWRXV,IZHEHOLHYHLWLVPRUHOLNHO\
WKDQQRWWKDWRXUSRVLWLRQZLOOEHVXVWDLQHG
ZHUHFRJQL]HDEHQHILWDWWKHODUJHVWDPRXQW
WKDWZHEHOLHYHLVFXPXODWLYHO\JUHDWHUWKDQ
OLNHO\WREHUHDOL]HG

7KHDVVHVVPHQWRIZKHWKHUZHZLOO
UHDOL]HWKHYDOXHRIRXUGHIHUUHGWD[
DVVHWVUHTXLUHVHVWLPDWHVDQG
MXGJPHQWVUHODWHGWRDPRXQWDQG
WLPLQJRIIXWXUHWD[DEOHLQFRPH
$FWXDOUHVXOWVPD\GLIIHUIURPWKRVH
HVWLPDWHV
$GGLWLRQDOO\FKDQJHVLQWKHUHOHYDQW
WD[DFFRXQWLQJDQGRWKHUODZV
UHJXODWLRQVSULQFLSOHVDQG
LQWHUSUHWDWLRQVPD\DGYHUVHO\DIIHFW
ILQDQFLDOUHVXOWV

$OWKRXJKPDQDJHPHQWEHOLHYHVWKDW
WKHLQFRPHWD[UHODWHGMXGJPHQWVDQG
HVWLPDWHVDUHUHDVRQDEOHDFWXDOUHVXOWV
FRXOGGLIIHUDQGZHPD\EHH[SRVHGWR
ORVVHVRUJDLQVWKDWFRXOGEHPDWHULDO
$W-DQXDU\DQG-DQXDU\
ZHKDGYDOXDWLRQDOORZDQFHVRQ
RXUGHIHUUHGWD[DVVHWVRIPLOOLRQ
DQGPLOOLRQUHVSHFWLYHO\
6LJQLILFDQWFKDQJHVLQSHUIRUPDQFHRU
HVWLPDWHGWD[DEOHLQFRPHPD\UHVXOWLQ
DFKDQJHLQRXUDVVHVVPHQWRIWKH
YDOXDWLRQDOORZDQFH
8SRQLQFRPHWD[DXGLWDQ\
XQIDYRUDEOHWD[VHWWOHPHQWJHQHUDOO\
ZRXOGUHTXLUHXVHRIRXUFDVKDQGPD\
UHVXOWLQDQLQFUHDVHLQRXUHIIHFWLYH
LQFRPHWD[UDWHLQWKHSHULRGRI
UHVROXWLRQ$IDYRUDEOHWD[VHWWOHPHQW
PD\EHUHFRJQL]HGDVDUHGXFWLRQLQ
RXUHIIHFWLYHLQFRPHWD[UDWHLQWKH
SHULRGRIUHVROXWLRQ

Accounting for Contingencies
:HDUHVXEMHFWWRYDULRXVFODLPVDQG
FRQWLQJHQFLHVUHODWHGWRODZVXLWVLQVXUDQFH
UHJXODWRU\DQGRWKHUPDWWHUVDULVLQJRXWRIWKH
QRUPDOFRXUVHRIEXVLQHVV:HDFFUXHD
OLDELOLW\LIWKHOLNHOLKRRGRIDQDGYHUVH
RXWFRPHLVSUREDEOHDQGWKHDPRXQWLV
HVWLPDEOH,IWKHOLNHOLKRRGRIDQDGYHUVH
RXWFRPHLVRQO\UHDVRQDEO\SRVVLEOH DV
RSSRVHGWRSUREDEOH RULIDQHVWLPDWHLVQRW
GHWHUPLQDEOHZHSURYLGHGLVFORVXUHRID
PDWHULDOFODLPRUFRQWLQJHQF\

6LJQLILFDQWMXGJPHQWLVUHTXLUHGLQ
HYDOXDWLQJRXUFODLPVDQG
FRQWLQJHQFLHVLQFOXGLQJGHWHUPLQLQJ
WKHSUREDELOLW\WKDWDOLDELOLW\KDV
EHHQLQFXUUHGDQGZKHWKHUVXFK
OLDELOLW\LVUHDVRQDEO\HVWLPDEOH7KH
HVWLPDWHGDFFUXDOVIRUFODLPVDQG
FRQWLQJHQFLHVDUHPDGHEDVHGRQWKH
EHVWLQIRUPDWLRQDYDLODEOHZKLFKFDQ
EHKLJKO\VXEMHFWLYH



$OWKRXJKPDQDJHPHQWEHOLHYHVWKDW
WKHFRQWLQJHQF\UHODWHGMXGJPHQWVDQG
HVWLPDWHVDUHUHDVRQDEOHRXUDFFUXDO
IRUFODLPVDQGFRQWLQJHQFLHVFRXOG
IOXFWXDWHDVDGGLWLRQDOLQIRUPDWLRQ
EHFRPHVNQRZQWKHUHE\FUHDWLQJ
YDULDELOLW\LQRXUUHVXOWVRIRSHUDWLRQV
IURPSHULRGWRSHULRG$GGLWLRQDOO\
DFWXDOUHVXOWVFRXOGGLIIHUDQGZHPD\
EHH[SRVHGWRORVVHVRUJDLQVWKDWFRXOG
EHPDWHULDO6HH1RWH
³&RPPLWPHQWVDQG&RQWLQJHQFLHV´LQ
WKH1RWHVWRWKHFRQVROLGDWHGILQDQFLDO
VWDWHPHQWVIRXQGLQ3DUW,9,WHPRI
WKLV)RUP.

'HVFULSWLRQ

-XGJPHQWVDQG8QFHUWDLQWLHV

(IIHFW,I$FWXDO5HVXOWV'LIIHU
)URP$VVXPSWLRQV

Goodwill and Indefinite-lived Intangible
Assets
:HDVVHVVJRRGZLOODQGLQGHILQLWHOLYHG
LQWDQJLEOHDVVHWVIRULPSDLUPHQWRQDQDQQXDO
EDVLVRUPRUHIUHTXHQWO\LILQGLFDWRUVRI
LPSDLUPHQWDULVH:HSHUIRUPWKLVDQDO\VLVDW
WKHUHSRUWLQJXQLWOHYHO
:HKDYHDQRSWLRQWRILUVWSHUIRUPD
TXDOLWDWLYHDVVHVVPHQWWRGHWHUPLQHZKHWKHULW
LVPRUHOLNHO\WKDQQRWWKDWWKHIDLUYDOXHRID
UHSRUWLQJXQLWLVOHVVWKDQLWVFDUU\LQJDPRXQW
,IZHFKRRVHQRWWRSHUIRUPWKHTXDOLWDWLYH
WHVWRUZHGHWHUPLQHWKDWLWLVPRUHOLNHO\WKDQ
QRWWKDWWKHIDLUYDOXHRIWKHUHSRUWLQJXQLWLV
OHVVWKDQWKHFDUU\LQJDPRXQWZHFRPSDUH
WKHFDUU\LQJYDOXHRIWKHUHSRUWLQJXQLWWRLWV
HVWLPDWHGIDLUYDOXHZKLFKLVEDVHGRQWKH
SHUVSHFWLYHRIDPDUNHWSDUWLFLSDQW,IWKHIDLU
YDOXHRIWKHUHSRUWLQJXQLWLVORZHUWKDQWKH
FDUU\LQJYDOXHDQLPSDLUPHQWORVVLV
UHFRUGHGIRUWKHDPRXQWLQZKLFKWKHFDUU\LQJ
YDOXHH[FHHGVWKHHVWLPDWHGIDLUYDOXH

7KHJRRGZLOODQGLQGHILQLWHOLYHG
LQWDQJLEOHDVVHWVLPSDLUPHQWWHVWV
UHTXLUHPDQDJHPHQWWRPDNH
DVVXPSWLRQVDQGMXGJPHQWV
2XUTXDQWLWDWLYHJRRGZLOODQDO\VLVRI
IDLUYDOXHLVGHWHUPLQHGXVLQJD
FRPELQDWLRQRIWKHLQFRPHDQG
PDUNHWDSSURDFKHV.H\DVVXPSWLRQV
LQWKHLQFRPHDSSURDFKLQFOXGH
HVWLPDWLQJIXWXUHFDVKIORZVORQJ
WHUPJURZWKUDWHVDQGZHLJKWHG
DYHUDJHFRVWRIFDSLWDO2XUDELOLW\WR
UHDOL]HWKHIXWXUHFDVKIORZVXVHGLQ
RXUIDLUYDOXHFDOFXODWLRQVLVDIIHFWHG
E\IDFWRUVVXFKDVFKDQJHVLQ
HFRQRPLFFRQGLWLRQVRSHUDWLQJ
SHUIRUPDQFHDQGRXUEXVLQHVV
VWUDWHJLHV.H\DVVXPSWLRQVLQWKH
PDUNHWDSSURDFKLQFOXGHLGHQWLI\LQJ
FRPSDQLHVDQGWUDQVDFWLRQVZLWK
FRPSDUDEOHEXVLQHVVIDFWRUVVXFKDV
HDUQLQJVJURZWKSURILWDELOLW\
EXVLQHVVDQGILQDQFLDOULVN
7KHIDLUYDOXHRIWKHWUDGHQDPHVDQG
WUDGHPDUNVLVGHWHUPLQHGXVLQJWKH
UHOLHIIURPUR\DOW\PHWKRGZKLFK
UHTXLUHVDVVXPSWLRQVLQFOXGLQJ
IRUHFDVWLQJIXWXUHVDOHVGLVFRXQWUDWHV
DQGUR\DOW\UDWHV

%DVHGRQWKHUHVXOWVRIRXUDQQXDO
LPSDLUPHQWWHVWIRUJRRGZLOODQG
LQGHILQLWHOLYHGLQWDQJLEOHDVVHWVQR
LPSDLUPHQWZDVUHFRUGHG$OO
UHSRUWLQJXQLWVKDGDIDLUYDOXH
VXEVWDQWLDOO\LQH[FHVVRIWKHFDUU\LQJ
YDOXH,IDFWXDOUHVXOWVDUHQRW
FRQVLVWHQWZLWKRXUHVWLPDWHVRU
DVVXPSWLRQVRUWKHUHDUHVLJQLILFDQW
FKDQJHVLQDQ\RIWKHVHHVWLPDWHV
SURMHFWLRQVDQGDVVXPSWLRQVFRXOG
KDYHDPDWHULDOHIIHFWRIWKHIDLUYDOXH
RIWKHVHDVVHWVLQIXWXUHPHDVXUHPHQW
SHULRGVDQGUHVXOWLQDQLPSDLUPHQW
ZKLFKFRXOGPDWHULDOO\DIIHFWRXU
UHVXOWVRIRSHUDWLRQV
$JRRGZLOOLPSDLUPHQWDQDO\VLVZDV
SHUIRUPHGIRUHDFKRIRXUUHSRUWLQJ
XQLWVDVRI1RYHPEHU%DVHG
RQWKLVDQDO\VLVWKHLPSOLHGIDLUYDOXH
RIHDFKRIRXUUHSRUWLQJXQLWVZDV
VXEVWDQWLDOO\LQH[FHVVRILWVFDUU\LQJ
YDOXH$GHFUHDVHLQWKHHVWLPDWHG
IDLUYDOXHRIDQ\RIRXUUHSRUWLQJXQLWV
ZRXOGQRWKDYHUHVXOWHGLQGLIIHUHQW
FRQFOXVLRQ

5HFHQW$FFRXQWLQJ3URQRXQFHPHQWV
6HH1RWH³6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV´LQWKH1RWHVWR&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV
IRXQGLQ3DUW,9,WHPRIWKLV)RUP.



,WHP$

48$17,7$7,9($1'48$/,7$7,9(',6&/2685(6$%2870$5.(75,6.

,QWHUHVW5DWH5LVN
2XUHDUQLQJVDUHDIIHFWHGE\FKDQJHVLQPDUNHWLQWHUHVWUDWHVDVDUHVXOWRIRXUVKRUWWHUPDQGORQJWHUP
PDUNHWDEOHVHFXULWLHVZKLFKDUHSULPDULO\LQYHVWHGLQVWDWHDQGORFDOPXQLFLSDOVHFXULWLHVDQGYDULDEOHUDWHGHPDQG
QRWHVZKLFKKDYHORQJWHUPQRPLQDOPDWXULW\GDWHVEXWIHDWXUHYDULDEOHLQWHUHVWUDWHVWKDWUHVHWDWVKRUWWHUP
LQWHUYDOV,IRXUFXUUHQWSRUWIROLRDYHUDJH\LHOGUDWHGHFUHDVHGE\LQILVFDORXUQHWLQFRPHZRXOGKDYH
GHFUHDVHGE\PLOOLRQ7KLVDPRXQWLVGHWHUPLQHGE\FRQVLGHULQJWKHLPSDFWRIWKHK\SRWKHWLFDO\LHOGUDWHVRQ
RXUFDVKFDVKHTXLYDOHQWVVKRUWWHUPPDUNHWDEOHVHFXULWLHVDQGDVVXPHVQRFKDQJHVLQRXULQYHVWPHQWVWUXFWXUH
'XULQJGLIIHUHQWWLPHVRIWKH\HDUGXHWRWKHVHDVRQDOLW\RIRXUEXVLQHVVZHPD\ERUURZXQGHURXUUHYROYLQJ
FUHGLWIDFLOLW\7RWKHH[WHQWZHERUURZXQGHUWKLVUHYROYLQJFUHGLWIDFLOLW\ZHDUHH[SRVHGWRWKHPDUNHWULVNUHODWHG
WRFKDQJHVLQLQWHUHVWUDWHV$W-DQXDU\ZHKDGQRERUURZLQJVRXWVWDQGLQJXQGHUWKHVHFXUHGUHYROYLQJ
FUHGLWIDFLOLW\
)RUHLJQ([FKDQJH5DWH5LVN
2XULQWHUQDWLRQDOVXEVLGLDULHVRSHUDWHZLWKIXQFWLRQDOFXUUHQFLHVRWKHUWKDQWKH86GROODULQFOXGLQJWKH
&DQDGLDQGROODU(XUR$XVWUDOLDQGROODU1RUZHJLDQNURQHDQG6ZLVVIUDQF7KHUHIRUHZHPXVWWUDQVODWHUHYHQXHV
H[SHQVHVDVVHWVDQGOLDELOLWLHVIURPIXQFWLRQDOFXUUHQFLHVLQWR86GROODUVDWH[FKDQJHUDWHVLQHIIHFWGXULQJRUDW
WKHHQGRIWKHUHSRUWLQJSHULRG$VDUHVXOWWKHIOXFWXDWLRQLQWKHYDOXHRIWKH86GROODUDJDLQVWRWKHUFXUUHQFLHV
DIIHFWVWKHUHSRUWHGDPRXQWVRIUHYHQXHVH[SHQVHVDVVHWVDQGOLDELOLWLHV$VVXPLQJDFKDQJHLQIRUHLJQ
H[FKDQJHUDWHVLQILVFDORXUQHWLQFRPHZRXOGKDYHGHFUHDVHGRULQFUHDVHGE\PLOOLRQ$VZHH[SDQGRXU
LQWHUQDWLRQDORSHUDWLRQVRXUH[SRVXUHWRH[FKDQJHUDWHIOXFWXDWLRQVZLOOFRQWLQXHWRLQFUHDVH7RGDWHZHKDYHQRW
XVHGGHULYDWLYHVWRPDQDJHIRUHLJQFXUUHQF\H[FKDQJHULVN
:HLPSRUWPHUFKDQGLVHIURPIRUHLJQFRXQWULHV$VDUHVXOWDQ\VLJQLILFDQWRUVXGGHQFKDQJHLQWKHILQDQFLDO
EDQNLQJRUFXUUHQF\SROLFLHVDQGSUDFWLFHVRIWKHVHFRXQWULHVFRXOGKDYHDPDWHULDODGYHUVHLPSDFWRQRXUILQDQFLDO
SRVLWLRQUHVXOWVRIRSHUDWLRQVDQGFDVKIORZV
,WHP

),1$1&,$/67$7(0(176$1'6833/(0(17$5<'$7$

,QIRUPDWLRQZLWKUHVSHFWWRWKLVLWHPLVVHWIRUWKLQ³,QGH[WRWKH&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV´IRXQGLQ
3DUW,9,WHPRIWKLV)RUP.
,WHP
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1RQH
,WHP$

&21752/6$1'352&('85(6

Evaluation of Disclosure Controls and Procedures:HFDUULHGRXWDQHYDOXDWLRQXQGHUWKHVXSHUYLVLRQDQG
ZLWKWKHSDUWLFLSDWLRQRIRXUPDQDJHPHQWLQFOXGLQJRXU&KLHI([HFXWLYH2IILFHU ³&(2´ DQG&KLHI)LQDQFLDO
2IILFHU ³&)2´ RIWKHHIIHFWLYHQHVVRIWKHGHVLJQDQGRSHUDWLRQRIRXUGLVFORVXUHFRQWUROVDQGSURFHGXUHV DV
GHILQHGLQ6HFXULWLHV([FKDQJH$FW5XOHD H %DVHGRQWKLVHYDOXDWLRQRXU&(2DQG&)2FRQFOXGHGWKDWDV
RI-DQXDU\RXUGLVFORVXUHFRQWUROVDQGSURFHGXUHVZHUHHIIHFWLYH
Changes in Internal Control Over Financial Reporting7KHUHKDVEHHQQRFKDQJHLQRXULQWHUQDOFRQWURORYHU
ILQDQFLDOUHSRUWLQJ DVGHILQHGLQ6HFXULWLHV([FKDQJH$FW5XOHD I GXULQJWKHTXDUWHUHQGHG-DQXDU\
WKDWKDVPDWHULDOO\DIIHFWHGRULVUHDVRQDEO\OLNHO\WRPDWHULDOO\DIIHFWRXULQWHUQDOFRQWURORYHUILQDQFLDO
UHSRUWLQJ
Management’s Annual Report on Internal Control over Financial Reporting7KHPDQDJHPHQWRIWKH
&RPSDQ\LVUHVSRQVLEOHIRUHVWDEOLVKLQJDQGPDLQWDLQLQJDGHTXDWHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDV



GHILQHGLQ5XOHD I RIWKH6HFXULWLHV([FKDQJH$FWRI7KH&RPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDO
UHSRUWLQJLVDSURFHVVGHVLJQHGWRSURYLGHUHDVRQDEOHDVVXUDQFHUHJDUGLQJWKHUHOLDELOLW\RIILQDQFLDOUHSRUWLQJDQG
WKHSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVIRUH[WHUQDOSXUSRVHVLQDFFRUGDQFHZLWKJHQHUDOO\DFFHSWHGDFFRXQWLQJ
SULQFLSOHV
7KLVSURFHVVLQFOXGHVSROLFLHVDQGSURFHGXUHVWKDW L SHUWDLQWRWKHPDLQWHQDQFHRIUHFRUGVWKDWLQUHDVRQDEOH
GHWDLODFFXUDWHO\DQGIDLUO\UHIOHFWWKHWUDQVDFWLRQVRIWKH&RPSDQ\ LL SURYLGHUHDVRQDEOHDVVXUDQFHWKDW
WUDQVDFWLRQVDUHUHFRUGHGDVQHFHVVDU\WRSHUPLWSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVLQDFFRUGDQFHZLWKJHQHUDOO\
I
DFFHSWHGDFFRXQWLQJSULQFLSOHVDQGWKDWUHFHLSWVDQGH[SHQGLWXUHVRIWKH&RPSDQ\DUHEHLQJPDGHRQO\LQ
DFFRUGDQFHZLWKDXWKRUL]DWLRQVRIPDQDJHPHQWDQGGLUHFWRUVRIWKH&RPSDQ\DQG LLL SURYLGHUHDVRQDEOHDVVXUDQFH
UHJDUGLQJSUHYHQWLRQRUWLPHO\GHWHFWLRQRIXQDXWKRUL]HGDFTXLVLWLRQXVHRUGLVSRVLWLRQRIWKH&RPSDQ\¶VDVVHWV
WKDWFRXOGKDYHDPDWHULDOHIIHFWRQWKHILQDQFLDOVWDWHPHQWV%HFDXVHRILWVLQKHUHQWOLPLWDWLRQVLQWHUQDOFRQWURORYHU
ILQDQFLDOUHSRUWLQJPD\QRWSUHYHQWRUGHWHFWPLVVWDWHPHQWVDQGFDQSURYLGHRQO\UHDVRQDEOHQRWDEVROXWH
DVVXUDQFHWKDWWKHREMHFWLYHVRIWKHFRQWUROV\VWHPDUHPHW)XUWKHUPRUHEHFDXVHRIFKDQJHVLQFRQGLWLRQVWKH
HIIHFWLYHQHVVRILQWHUQDOFRQWUROPD\YDU\RYHUWLPH
7KH&RPSDQ\¶VPDQDJHPHQWZLWKWKHSDUWLFLSDWLRQRIWKH&KLHI([HFXWLYH2IILFHUDQG&KLHI)LQDQFLDO
2IILFHUDVVHVVHGWKHHIIHFWLYHQHVVRIWKH&RPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI-DQXDU\
0DQDJHPHQW¶VDVVHVVPHQWZDVEDVHGRQFULWHULDGHVFULEHGLQWKH ,QWHUQDO&RQWURO²,QWHJUDWHG)UDPHZRUN 
LVVXHGE\WKH&RPPLWWHHRI6SRQVRULQJ2UJDQL]DWLRQVRIWKH7UHDGZD\&RPPLVVLRQ%DVHGRQWKLVDVVHVVPHQW
PDQDJHPHQWFRQFOXGHGWKDWWKH&RPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJZDVHIIHFWLYHDVRI-DQXDU\
I

7KHHIIHFWLYHQHVVRIWKH&RPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI-DQXDU\KDVEHHQ
DXGLWHGE\0RVV$GDPV//3WKH&RPSDQ\¶VLQGHSHQGHQWUHJLVWHUHGSXEOLFDFFRXQWLQJILUPDVVWDWHGLQWKHLU
G
UHSRUWZKLFKLVLQFOXGHGEHORZ



5(32572),1'(3(1'(175(*,67(5('38%/,&$&&2817,1*),50
7RWKH6KDUHKROGHUVDQGWKH%RDUGRI'LUHFWRUVRI
=XPLH],QF
Opinion on Internal Control over Financial Reporting
:HKDYHDXGLWHG=XPLH],QF¶V WKH³&RPSDQ\´ LQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI-DQXDU\
EDVHGRQFULWHULDHVWDEOLVKHGLQ,QWHUQDO&RQWURO±,QWHJUDWHG)UDPHZRUN  LVVXHGE\WKH&RPPLWWHHRI
6SRQVRULQJ2UJDQL]DWLRQVRIWKH7UHDGZD\&RPPLVVLRQ ³&262´ ,QRXURSLQLRQWKH&RPSDQ\PDLQWDLQHGLQDOO
PDWHULDOUHVSHFWVHIIHFWLYHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI-DQXDU\EDVHGRQFULWHULD
HVWDEOLVKHGLQ,QWHUQDO&RQWURO±,QWHJUDWHG)UDPHZRUN  LVVXHGE\&262
:HDOVRKDYHDXGLWHGLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3XEOLF&RPSDQ\$FFRXQWLQJ2YHUVLJKW%RDUG 8QLWHG
6WDWHV  ³3&$2%´ WKHFRQVROLGDWHGEDODQFHVKHHWVRI=XPLH],QFDVRI-DQXDU\DQG-DQXDU\
WKHUHODWHGFRQVROLGDWHGVWDWHPHQWVRILQFRPHFRPSUHKHQVLYHLQFRPHFKDQJHVLQVKDUHKROGHUV¶HTXLW\DQGFDVK
IORZVIRUHDFKRIWKHWKUHH\HDUVLQWKHSHULRGHQGHG-DQXDU\DQGWKHUHODWHGQRWHV FROOHFWLYHO\UHIHUUHGWR
DVWKH³FRQVROLGDWHGILQDQFLDOVWDWHPHQWV´ DQGRXUUHSRUWGDWHG0DUFKH[SUHVVHGDQXQTXDOLILHGRSLQLRQRQ
WKRVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
Basis for Opinion
7KH&RPSDQ\¶VPDQDJHPHQWLVUHVSRQVLEOHIRUPDLQWDLQLQJHIIHFWLYHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDQG
IRULWVDVVHVVPHQWRIWKHHIIHFWLYHQHVVRILQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLQFOXGHGLQWKHDFFRPSDQ\LQJ
0DQDJHPHQW5HSRUWRQ,QWHUQDO&RQWURORYHU)LQDQFLDO5HSRUWLQJLQFOXGHGLQ,WHP$2XUUHVSRQVLELOLW\LVWR
H[SUHVVDQRSLQLRQRQWKH&RPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJEDVHGRQRXUDXGLW:HDUHDSXEOLF
DFFRXQWLQJILUPUHJLVWHUHGZLWKWKH3&$2%DQGDUHUHTXLUHGWREHLQGHSHQGHQWZLWKUHVSHFWWRWKH&RPSDQ\LQ
DFFRUGDQFHZLWKWKH86IHGHUDOVHFXULWLHVODZVDQGWKHDSSOLFDEOHUXOHVDQGUHJXODWLRQVRIWKH6HFXULWLHVDQG
([FKDQJH&RPPLVVLRQDQGWKH3&$2%
:HFRQGXFWHGRXUDXGLWLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3&$2%7KRVHVWDQGDUGVUHTXLUHWKDWZHSODQDQG
SHUIRUPWKHDXGLWWRREWDLQUHDVRQDEOHDVVXUDQFHDERXWZKHWKHUHIIHFWLYHLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJ
ZDVPDLQWDLQHGLQDOOPDWHULDOUHVSHFWV2XUDXGLWLQFOXGHGREWDLQLQJDQXQGHUVWDQGLQJRILQWHUQDOFRQWURORYHU
ILQDQFLDOUHSRUWLQJDVVHVVLQJWKHULVNWKDWDPDWHULDOZHDNQHVVH[LVWVDQGWHVWLQJDQGHYDOXDWLQJWKHGHVLJQDQG
RSHUDWLQJHIIHFWLYHQHVVRILQWHUQDOFRQWUROEDVHGRQWKHDVVHVVHGULVN2XUDXGLWDOVRLQFOXGHGSHUIRUPLQJVXFKRWKHU
SURFHGXUHVDVZHFRQVLGHUHGQHFHVVDU\LQWKHFLUFXPVWDQFHV:H EHOLHYHWKDWRXUDXGLWSURYLGHVDUHDVRQDEOHEDVLV
IRURXURSLQLRQ
Definition and Limitations of Internal Control Over Financial Reporting
$FRPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJLVDSURFHVVGHVLJQHGWRSURYLGHUHDVRQDEOHDVVXUDQFH
UHJDUGLQJWKHUHOLDELOLW\RIILQDQFLDOUHSRUWLQJDQGWKHSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVIRUH[WHUQDOSXUSRVHVLQ
DFFRUGDQFHZLWKJHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHV$FRPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJ
P
LQFOXGHVWKRVHSROLFLHVDQGSURFHGXUHVWKDW  SHUWDLQWRWKHPDLQWHQDQFHRIUHFRUGVWKDWLQUHDVRQDEOHGHWDLO
DFFXUDWHO\DQGIDLUO\UHIOHFWWKHWUDQVDFWLRQVDQGGLVSRVLWLRQVRIWKHDVVHWVRIWKHFRPSDQ\  SURYLGHUHDVRQDEOH
DVVXUDQFHWKDWWUDQVDFWLRQVDUHUHFRUGHGDVQHFHVVDU\WRSHUPLWW SUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVLQDFFRUGDQFH
ZLWKJHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHVDQGWKDWUHFHLSWVDQGH[SHQGLWXUHVRIWKHFRPSDQ\DUHEHLQJPDGH
RQO\LQDFFRUGDQFHZLWKDXWKRUL]DWLRQVRIPDQDJHPHQWDQGGLUHFWRUVRIWKHFRPSDQ\DQG  SURYLGHUHDVRQDEOH
DVVXUDQFHUHJDUGLQJSUHYHQWLRQRUWLPHO\GHWHFWLRQRIXQDXWKRUL]HGDFTXLVLWLRQXVHRUGLVSRVLWLRQRIWKHFRPSDQ\¶V
DVVHWVWKDWFRXOGKDYHDPDWHULDOHIIHFWRQWKHILQDQFLDOVWDWHPHQWV
%HFDXVHRILWVLQKHUHQWOLPLWDWLRQVLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJPD\QRWSUHYHQWRUGHWHFWPLVVWDWHPHQWV
$OVRSURMHFWLRQVRIDQ\HYDOXDWLRQRIHIIHFWLYHQHVVWRIXWXUHSHULRGVDUHVXEMHFWWRWKHULVNWKDWFRQWUROVPD\EHFRPH
LQDGHTXDWHEHFDXVHRIFKDQJHVLQFRQGLWLRQVRUWKDWWKHGHJUHHRIFRPSOLDQFHZLWKWKHSROLFLHVRUSURFHGXUHVPD\
GHWHULRUDWH
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,QIRUPDWLRQUHJDUGLQJRXUGLUHFWRUVDQGQRPLQHHVIRUGLUHFWRUVKLSLVSUHVHQWHGXQGHUWKHKHDGLQJV³(OHFWLRQRI
'LUHFWRUV´LQRXUGHILQLWLYHSUR[\VWDWHPHQWIRUXVHLQFRQQHFWLRQZLWKRXU$QQXDO0HHWLQJRI6KDUHKROGHUV
WKH³3UR[\6WDWHPHQW´ WKDWZLOOEHILOHGZLWKLQGD\VDIWHURXUILVFDO\HDUHQGHG-DQXDU\DQGLV
LQFRUSRUDWHGKHUHLQE\WKLVUHIHUHQFHWKHUHWR,QIRUPDWLRQFRQFHUQLQJRXUH[HFXWLYHRIILFHUVLVVHWIRUWKXQGHUWKH
KHDGLQJ³([HFXWLYH2IILFHUV´LQRXU3UR[\6WDWHPHQWDQGLVLQFRUSRUDWHGKHUHLQE\UHIHUHQFHWKHUHWR,QIRUPDWLRQ
UHJDUGLQJFRPSOLDQFHZLWK6HFWLRQ D RIWKH([FKDQJH$FWRXUFRGHRIFRQGXFWDQGHWKLFVDQGFHUWDLQ
LQIRUPDWLRQUHODWHGWRWKH&RPSDQ\¶V$XGLW&RPPLWWHH&RPSHQVDWLRQ&RPPLWWHHDQG*RYHUQDQFH&RPPLWWHHLV
VHWIRUWKXQGHUWKHKHDGLQJ³&RUSRUDWH*RYHUQDQFH´LQRXU3UR[\6WDWHPHQWDQGLVLQFRUSRUDWHGKHUHLQE\UHIHUHQFH
WKHUHWR
,WHP
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,QIRUPDWLRQUHJDUGLQJWKHFRPSHQVDWLRQRIRXUGLUHFWRUVDQGH[HFXWLYHRIILFHUVDQGFHUWDLQLQIRUPDWLRQUHODWHG
WRWKH&RPSDQ\¶V&RPSHQVDWLRQ&RPPLWWHHLVVHWIRUWKXQGHUWKH KHDGLQJV³([HFXWLYH&RPSHQVDWLRQ´³'LUHFWRU
&RPSHQVDWLRQ´³&RPSHQVDWLRQ'LVFXVVLRQDQG$QDO\VLV´³5HSRUWRIWKH&RPSHQVDWLRQ&RPPLWWHHRIWKH%RDUGRI
'LUHFWRUV´DQG³&RPSHQVDWLRQ&RPPLWWHH,QWHUORFNVDQG,QVLGHU3DUWLFLSDWLRQ´LQRXU3UR[\6WDWHPHQWDQGLV
LQFRUSRUDWHGKHUHLQE\WKLVUHIHUHQFHWKHUHWR
,WHP
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,QIRUPDWLRQUHJDUGLQJFHUWDLQUHODWLRQVKLSVDQGUHODWHGWUDQVDFWLRQVDQGGLUHFWRULQGHSHQGHQFHLVSUHVHQWHG
XQGHUWKHKHDGLQJ³&RUSRUDWH*RYHUQDQFH´LQRXU3UR[\6WDWHPHQWDQGLVLQFRUSRUDWHGKHUHLQE\WKLVUHIHUHQFH
WKHUHWR
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LQFRUSRUDWHGKHUHLQE\WKLVUHIHUHQFHWKHUHWR
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5(32572),1'(3(1'(175(*,67(5('38%/,&$&&2817,1*),50
7RWKH6KDUHKROGHUVDQGWKH%RDUGRI'LUHFWRUVRI
=XPLH],QF
Opinion on the Financial Statements
:HKDYHDXGLWHGWKHDFFRPSDQ\LQJFRQVROLGDWHGEDODQFHVKHHWVRI=XPLH],QF
I
WKH³&RPSDQ\´ DVRI-DQXDU\
DQG-DQXDU\WKHUHODWHGFRQVROLGDWHGVWDWHPHQWV RILQFRPHFRPSUHKHQVLYHLQFRPHFKDQJHVLQ
VKDUHKROGHUV¶HTXLW\DQGFDVKIORZVIRUHDFKRIWKHWKUHH\HDUVLQWKHSHULRGHQGHG-DQXDU\DQGWKHUHODWHG
QRWHV FROOHFWLYHO\UHIHUUHGWRDVWKH³FRQVROLGDWHGILQDQFLDOVWDWHPHQWV´ ,QRXURSLQLRQWKHFRQVROLGDWHGILQDQFLDO
VWDWHPHQWVSUHVHQWIDLUO\LQDOOPDWHULDOUHVSHFWVWKHFRQVROLGDWHGILQDQFLDOSRVLWLRQRIWKH&RPSDQ\DVRI-DQXDU\
DQGWKHFRQVROLGDWHGUHVXOWVRILWVRSHUDWLRQVDQGLWVFDVKIORZVIRUHDFKRIWKHWKUHH\HDUVLQWKHSHULRG
HQGHG-DQXDU\LQFRQIRUPLW\ZLWKDFFRXQWLQJSULQFLSOHVJHQHUDOO\DFFHSWHGLQWKH8QLWHG6WDWHVRI
$PHULFD
:HDOVRKDYHDXGLWHGLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3XEOLF&RPSDQ\$FFRXQWLQJ2YHUVLJKW%RDUG 8QLWHG
6WDWHV  ³3&$2%´ WKH&RPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJDVRI-DQXDU\EDVHGRQ
FULWHULDHVWDEOLVKHGLQ,QWHUQDO&RQWURO,QWHJUDWHG)UDPHZRUN
N  LVVXHGE\WKH&RPPLWWHHRI6SRQVRULQJ
2UJDQL]DWLRQVRIWKH7UHDGZD\&RPPLVVLRQDQGRXUUHSRUWGDWHG0DUFKH[SUHVVHGDQXQTXDOLILHGRSLQLRQ
RQWKH&RPSDQ\¶VLQWHUQDOFRQWURORYHUILQDQFLDOUHSRUWLQJ
Basis for Opinion
7KHVHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDUHWKHUHVSRQVLELOLW\ RIWKH&RPSDQ\¶VPDQDJHPHQW2XUUHVSRQVLELOLW\LV
WRH[SUHVVDQRSLQLRQRQWKH&RPSDQ\¶VFRQVROLGDWHGILQDQFLDOVWDWHPHQWVEDVHGRQRXUDXGLWV:HDUHDSXEOLF
DFFRXQWLQJILUPUHJLVWHUHGZLWKWKH3&$2%DQGDUHUHTXLUHGWREHLQGHSHQGHQWZLWKUHVSHFWWRWKH&RPSDQ\LQ
DFFRUGDQFHZLWKWKH86IHGHUDOVHFXULWLHVODZVDQGWKHDSSOLFDEOHUXOHVDQGUHJXODWLRQVRIWKH6HFXULWLHVDQG
([FKDQJH&RPPLVVLRQDQGWKH3&$2%
:HFRQGXFWHGRXUDXGLWVLQDFFRUGDQFHZLWKWKHVWDQGDUGVRIWKH3&$2%7KRVHVWDQGDUGVUHTXLUHWKDWZHSODQDQG
SHUIRUPWKHDXGLWWRREWDLQUHDVRQDEOHDVVXUDQFHDERXWZKHWKHUWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDUHIUHHRI
PDWHULDOPLVVWDWHPHQWZKHWKHUGXHWRHUURURUIUDXG2XUDXGLWVLQFOXGHGSHUIRUPLQJSURFHGXUHVWRDVVHVVWKHULVNV
RIPDWHULDOPLVVWDWHPHQWRIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVZKHWKHUGXHWRHUURURUIUDXGDQGSHUIRUPLQJ
SURFHGXUHVWRUHVSRQGWRWKRVHULVNV6XFKSURFHGXUHVLQFOXGHGH[DPLQLQJRQDWHVWEDVLVHYLGHQFHUHJDUGLQJWKH
DPRXQWVDQGGLVFORVXUHVLQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV2XUDXGLWVDOVRLQFOXGHGHYDOXDWLQJWKHDFFRXQWLQJ
SULQFLSOHVXVHGDQGVLJQLILFDQWHVWLPDWHVPDGHE\PDQDJHPHQWDVZHOODVHYDOXDWLQJWKHRYHUDOOSUHVHQWDWLRQRIWKH
FRQVROLGDWHGILQDQFLDOVWDWHPHQWV:HEHOLHYHWKDWRXUDXGLWVSURYLGHDUHDVRQDEOHEDVLVIRURXURSLQLRQ
Critical Audit Matter
7KHFULWLFDODXGLWPDWWHUFRPPXQLFDWHGEHORZLVDPDWWHUDULVLQJIURPWKHFXUUHQWSHULRGDXGLWRIWKHFRQVROLGDWHG
ILQDQFLDOVWDWHPHQWVWKDWZDVFRPPXQLFDWHGRUUHTXLUHGWREHFRPPXQLFDWHGWRWKHDXGLWFRPPLWWHHDQGWKDW  
UHODWHWRDFFRXQWVRUGLVFORVXUHVWKDWDUHPDWHULDOWRWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDQG  LQYROYHGRXU
HVSHFLDOO\FKDOOHQJLQJVXEMHFWLYHRUFRPSOH[MXGJPHQWV7KHFRPPXQLFDWLRQRIWKHFULWLFDODXGLWPDWWHUGRHVQRW
DOWHULQDQ\ZD\RXURSLQLRQRQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVWDNHQDVDZKROHDQGZHDUHQRWE\
FRPPXQLFDWLQJWKHFULWLFDODXGLWPDWWHUEHORZSURYLGLQJDVHSDUDWHRSLQLRQRQWKHFULWLFDODXGLWPDWWHURURQWKH
DFFRXQWVRUGLVFORVXUHVWRZKLFKLWUHODWHV
Store Asset Impairment
$VGHVFULEHGLQ1RWHVDQGWRWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVWKH&RPSDQ\¶VFRQVROLGDWHGIL[HGDVVHWVQHW
EDODQFHZDVPLOOLRQDQGRSHUDWLQJOHDVHULJKWRIXVHDVVHWZDVPLOOLRQDVRI-DQXDU\$V
GLVFORVHGLQ1RWHWKH&RPSDQ\UHFRJQL]HGDORQJOLYHGDVVHWVLPSDLUPHQWORVVRIPLOOLRQIRUIL[HGDVVHWV
QHWDQGPLOOLRQIRURSHUDWLQJOHDVHULJKWRIXVHDVVHWVIRUWKH\HDUHQGHG-DQXDU\7KH&RPSDQ\
HYDOXDWHVWKHFDUU\LQJYDOXHRIORQJOLYHGDVVHWVRUDVVHWJURXSV
X GHILQHGDVDVWRUHFRUSRUDWHIDFLOLW\RUGLVWULEXWLRQ
FHQWHU IRULPSDLUPHQWZKHQHYHQWVRUFKDQJHVLQFLUFXPVWDQFHVLQGLFDWHWKDWWKHFDUU\LQJYDOXHVPD\QRWEH



UHFRYHUDEOH(YHQWVWKDWUHVXOWLQDVWRUHDVVHWLPSDLUPHQWUHYLHZLQFOXGHSODQVWRFORVHDVWRUHRUIDFLOLW\RUD
VLJQLILFDQWGHFUHDVHLQWKHRSHUDWLQJSHUIRUPDQFHRIDVWRUH:KHQVXFKDQLQGLFDWRURFFXUVWKH&RPSDQ\HYDOXDWHV
WKHVWRUHDVVHWVIRULPSDLUPHQWE\FRPSDULQJWKHXQGLVFRXQWHGIXWXUHFDVKIORZVH[SHFWHGWREHJHQHUDWHGE\WKH
I
VWRUHWRLWVFDUU\LQJDPRXQW,IWKHFDUU\LQJDPRXQWH[FHHGVWKHHVWLPDWHGXQGLVFRXQWHGIXWXUHFDVKIORZVDQ
DQDO\VLVLVSHUIRUPHGWRHVWLPDWHWKHIDLUYDOXHRIWKHDVVHW $QLPSDLUPHQWLVUHFRUGHGLIWKHIDLUYDOXHRIWKHVWRUH¶V
DVVHWVLVOHVVWKDQWKHFDUU\LQJDPRXQW
7KHHYDOXDWLRQRIVWRUHDVVHWVIRUSRVVLEOHLQGLFDWLRQVRILPSDLUPHQWDQGWKHGHWHUPLQDWLRQRIWKHIDLUYDOXHRID
VWRUHUHTXLUHVPDQDJHPHQWWRPDNHVLJQLILFDQWHVWLPDWHVFRPSOH[MXGJPHQWVDQGDVVXPSWLRQV7KHVHDVVXPSWLRQV
LQFOXGHUHYHQXHJURZWKUDWHVSURGXFWPDUJLQVRSHUDWLQJH[SHQVHVFXUUHQWPDUNHWUHQWVWKDWFRXOGEHUHFHLYHGDV
VXEOHDVHLQFRPHDQGGLVFRXQWUDWH
*LYHQWKH&RPSDQ\¶VHYDOXDWLRQRILPSDLUPHQWRIVWRUHDVVHWVUHTXLUHVPDQDJHPHQWWRPDNHVLJQLILFDQW
DVVXPSWLRQVSHUIRUPLQJDXGLWSURFHGXUHVWRHYDOXDWHZKHWKHUPDQDJHPHQWDSSURSULDWHO\LGHQWLILHGHYHQWVRU
FKDQJHVLQFLUFXPVWDQFHVLQGLFDWLQJWKDWWKHFDUU\LQJDPRXQWVRIVWRUHDVVHWVPD\QRWEHUHFRYHUDEOHDQGGHWHUPLQH
VWRUHIDLUYDOXHUHTXLUHGDKLJKGHJUHHRIDXGLWRUMXGJPHQW,QDGGLWLRQRXUDXGLWHIIRUWLQFOXGHGWKHXVHRI
SURIHVVLRQDOVZLWKVSHFLDOL]HGVNLOODQGNQRZOHGJHWRDVVLVWLQSHUIRUPLQJWKHVHSURFHGXUHVDQGHYDOXDWLQJWKHDXGLW
HYLGHQFHREWDLQHG
7KHSULPDU\SURFHGXUHVZHSHUIRUPHGWRDGGUHVVWKLVFULWLFDODXGLWPDWWHULQFOXGHG
•

7HVWLQJWKHHIIHFWLYHQHVVRIFRQWUROVUHODWLQJWRPDQDJHPHQW¶VLGHQWLILFDWLRQRILQGLFDWRUVRILPSDLUPHQW
WKHDVVHVVPHQWRIWKHSURMHFWHGXQGLVFRXQWHGFDVKIORZVWREHJHQHUDWHGE\VWRUHVZLWKLQGLFDWRUVRII
LPSDLUPHQWWKHGHWHUPLQDWLRQRIWKHIDLUYDOXHRIWKHVWRUHVDQGWKHPHDVXUHPHQWRIDQ\UHVXOWLQJ
LPSDLUPHQW

•

(YDOXDWLQJPDQDJHPHQW¶VVWRUHDVVHWLPSDLUPHQWDQDO\VLVLQFOXGLQJLQVSHFWLQJWKH&RPSDQ\¶VDQDO\VLVRII
KLVWRULFDOUHVXOWVE\VWRUHWRGHWHUPLQHLIFRQWUDU\HYLGHQFHH[LVWHGDVWRWKHFRPSOHWHQHVVRIWKHSRSXODWLRQ
RISRWHQWLDOO\LPSDLUHGVWRUHV

•

7HVWLQJPDQDJHPHQW¶VSURFHVVIRUGHWHUPLQLQJWKHSURMHFWHGXQGLVFRXQWHGFDVKIORZVWREHJHQHUDWHGE\
WKHVWRUHV:HHYDOXDWHGWKHUHDVRQDEOHQHVVRIPDQDJHPHQW¶VDVVXPSWLRQVXVHGWRIRUHFDVWIXWXUHFDVK
IORZVLQFOXGLQJIRUHFDVWHGJURZWKUDWHE\FRPSDULQJWKHVHIRUHFDVWVWRKLVWRULFDORSHUDWLQJUHVXOWVRIWKH
&RPSDQ\

•

(YDOXDWLQJPDQDJHPHQW¶VDVVXPSWLRQVXVHGWRHVWLPDWHIDLUYDOXHRIWKHVWRUHVE\SHUIRUPLQJDVHQVLWLYLW\
DQDO\VLVWRHYDOXDWHWKHFKDQJHVLQWKHIDLUYDOXHRIWKHLQGLYLGXDOVWRUHVWKDWZRXOGUHVXOWIURPFKDQJHVLQ
WKHXQGHUO\LQJDVVXPSWLRQV

•

8WLOL]LQJDYDOXDWLRQVSHFLDOLVWWRDVVLVWLQRXUHYDOXDWLRQRII WKHFXUUHQWPDUNHWUHQWVDQGPDUNHWSDUWLFLSDQWW
UHDOHVWDWHGDWDDQGUHODWHGDVVXPSWLRQVXVHGWRHVWLPDWHVWRUHIDLUYDOXH

V0RVV$GDPV//3
6HDWWOH:DVKLQJWRQ
0DUFK
:HKDYHVHUYHGDVWKH&RPSDQ\¶VDXGLWRUVLQFH



=80,(=,1&
&2162/,'$7('%$/$1&(6+((76
,QWKRXVDQGV
-DQXDU\



-DQXDU\



$VVHWV


&XUUHQWDVVHWV
&DVKDQGFDVKHTXLYDOHQWV 
0DUNHWDEOHVHFXULWLHV 
5HFHLYDEOHV 
,QYHQWRULHV
3UHSDLGH[SHQVHVDQGRWKHUFXUUHQWDVVHWV 
7RWDOFXUUHQWDVVHWV 
)L[HGDVVHWVQHW 
2SHUDWLQJOHDVHULJKWRIXVHDVVHWV 
*RRGZLOO 
,QWDQJLEOHDVVHWVQHW 
'HIHUUHGWD[DVVHWVQHW 
2WKHUORQJWHUPDVVHWV 
7RWDOORQJWHUPDVVHWV 
7RWDODVVHWV 


/LDELOLWLHVDQG6KDUHKROGHUV¶(TXLW\


&XUUHQWOLDELOLWLHV

7UDGHDFFRXQWVSD\DEOH
$FFUXHGSD\UROODQGSD\UROOWD[HV 
,QFRPHWD[HVSD\DEOH
2SHUDWLQJOHDVHOLDELOLWLHV
2WKHUOLDELOLWLHV
7RWDOFXUUHQWOLDELOLWLHV 
/RQJWHUPRSHUDWLQJOHDVHOLDELOLWLHV 
2WKHUORQJWHUPOLDELOLWLHV
7RWDOORQJWHUPOLDELOLWLHV 
7RWDOOLDELOLWLHV 
&RPPLWPHQWVDQGFRQWLQJHQFLHV 1RWH

6KDUHKROGHUV¶HTXLW\

3UHIHUUHGVWRFNQRSDUYDOXHVKDUHVDXWKRUL]HGQRQHLVVXHGDQG
RXWVWDQGLQJ
&RPPRQVWRFNQRSDUYDOXHVKDUHVDXWKRUL]HGVKDUHVLVVXHG
DQGRXWVWDQGLQJDW-DQXDU\DQGVKDUHVLVVXHG
DQGRXWVWDQGLQJDW-DQXDU\
$FFXPXODWHGRWKHUFRPSUHKHQVLYH ORVV LQFRPH 
5HWDLQHGHDUQLQJV
7RWDOVKDUHKROGHUV¶HTXLW\ 
7RWDOOLDELOLWLHVDQGVKDUHKROGHUV¶HTXLW\









































6HHDFFRPSDQ\LQJQRWHVWRFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
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,QWKRXVDQGVH[FHSWSHUVKDUHDPRXQWV




1HWVDOHV 
&RVWRIJRRGVVROG 
*URVVSURILW 
6HOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHV
2SHUDWLQJSURILW
,QWHUHVWLQFRPHQHW 
2WKHU H[SHQVH LQFRPHQHW
(DUQLQJVEHIRUHLQFRPHWD[HV
3URYLVLRQIRULQFRPHWD[HV 
1HWLQFRPH
%DVLFHDUQLQJVSHUVKDUH 
'LOXWHGHDUQLQJVSHUVKDUH
:HLJKWHGDYHUDJHVKDUHVXVHGLQFRPSXWDWLRQRIHDUQLQJV

SHUVKDUH
%DVLF
'LOXWHG 

 -DQXDU\  


 

)LVFDO<HDU(QGHG
-DQXDU\  

 

  
 
 
 
 




 


  




























6HHDFFRPSDQ\LQJQRWHVWRFRQVROLGDWHGILQDQFLDOVWDWHPHQWV



 
 
 
 
 
 
 
 
 
 
 
 


)HEUXDU\
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,QWKRXVDQGV
)LVFDO<HDU(QGHG
-DQXDU\   -DQXDU\  





1HWLQFRPH
2WKHUFRPSUHKHQVLYH ORVV LQFRPHQHWRIWD[DQG
UHFODVVLILFDWLRQDGMXVWPHQWV

)RUHLJQFXUUHQF\WUDQVODWLRQ
1HWFKDQJHLQXQUHDOL]HG ORVV JDLQRQDYDLODEOHIRUVDOH
GHEWVHFXULWLHV
2WKHUFRPSUHKHQVLYH ORVV LQFRPHQHW 
&RPSUHKHQVLYHLQFRPH 



  

  






 
  

 
  







  
  
  

  
  
  





6HHDFFRPSDQ\LQJQRWHVWRFRQVROLGDWHGILQDQFLDOVWDWHPHQWV




)HEUXDU\
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%DODQFHDW)HEUXDU\ 
1HWLQFRPH  
2WKHUFRPSUHKHQVLYHORVVQHW  
,VVXDQFHDQGH[HUFLVHRIVWRFNEDVHGDZDUGV
6WRFNEDVHGFRPSHQVDWLRQH[SHQVH  
&XPXODWLYHHIIHFWRIDFFRXQWLQJFKDQJHXQGHU
$6&  
%DODQFHDW)HEUXDU\ 
1HWLQFRPH  
2WKHUFRPSUHKHQVLYHLQFRPHQHW  
,VVXDQFHDQGH[HUFLVHRIVWRFNEDVHGDZDUGV
6WRFNEDVHGFRPSHQVDWLRQH[SHQVH  
5HSXUFKDVHRIFRPPRQVWRFN  
%DODQFHDW-DQXDU\ 
1HWLQFRPH  
2WKHUFRPSUHKHQVLYHORVVQHW  
,VVXDQFHDQGH[HUFLVHRIVWRFNEDVHGDZDUGV
6WRFNEDVHGFRPSHQVDWLRQH[SHQVH  
5HSXUFKDVHRIFRPPRQVWRFN  
%DODQFHDW-DQXDU\ 

$FFXPXODWHG
  
 
 
2WKHU
&RPPRQ6WRFN
 &RPSUHKHQVLYH
5HWDLQHG  
6KDUHV   $PRXQW 
/RVV ,QFRPH 
(DUQLQJV  
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6HHDFFRPSDQ\LQJQRWHVWRFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
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,QWKRXVDQGV
-DQXDU\



&DVKIORZVIURPRSHUDWLQJDFWLYLWLHV

1HWLQFRPH
$GMXVWPHQWVWRUHFRQFLOHQHWLQFRPHWRQHWFDVKSURYLGHGE\
RSHUDWLQJDFWLYLWLHV

'HSUHFLDWLRQDPRUWL]DWLRQDQGDFFUHWLRQ 
1RQFDVKOHDVHH[SHQVH 
'HIHUUHGWD[HV
6WRFNEDVHGFRPSHQVDWLRQH[SHQVH
,PSDLUPHQWRIORQJOLYHGDVVHWV
2WKHU 
&KDQJHVLQRSHUDWLQJDVVHWVDQGOLDELOLWLHV

5HFHLYDEOHV 
,QYHQWRULHV
3UHSDLGH[SHQVHVDQGRWKHUDVVHWV
7UDGHDFFRXQWVSD\DEOH 
$FFUXHGSD\UROODQGSD\UROOWD[HV
,QFRPHWD[HVSD\DEOH 
2SHUDWLQJOHDVHOLDELOLWLHV 
2WKHUOLDELOLWLHV
1HWFDVKSURYLGHGE\RSHUDWLQJDFWLYLWLHV
&DVKIORZVIURPLQYHVWLQJDFWLYLWLHV

$GGLWLRQVWRIL[HGDVVHWV
3XUFKDVHVRIPDUNHWDEOHVHFXULWLHVDQGRWKHULQYHVWPHQWV 
6DOHVDQGPDWXULWLHVRIPDUNHWDEOHVHFXULWLHVDQGRWKHU
LQYHVWPHQWV 
1HWFDVKSURYLGHGE\ XVHGLQ LQYHVWLQJDFWLYLWLHV 
&DVKIORZVIURPILQDQFLQJDFWLYLWLHV

3URFHHGVIURPLVVXDQFHDQGH[HUFLVHRIVWRFNEDVHGDZDUGV 
3D\PHQWVIRUWD[ZLWKKROGLQJVRQHTXLW\DZDUGV 
&RPPRQVWRFNUHSXUFKDVHG
1HWFDVK XVHGLQ SURYLGHGE\ILQDQFLQJDFWLYLWLHV 
(IIHFWRIH[FKDQJHUDWHFKDQJHVRQFDVKFDVKHTXLYDOHQWV
DQGUHVWULFWHGFDVK
1HWLQFUHDVHLQFDVKFDVKHTXLYDOHQWVDQGUHVWULFWHGFDVK 
&DVKFDVKHTXLYDOHQWVDQGUHVWULFWHGFDVKEHJLQQLQJRI
SHULRG 
&DVKFDVKHTXLYDOHQWVDQGUHVWULFWHGFDVKHQGRISHULRG
6XSSOHPHQWDOGLVFORVXUHRQFDVKIORZLQIRUPDWLRQ

&DVKSDLGGXULQJWKHSHULRGIRULQFRPHWD[HV 
$FFUXDOIRUUHSXUFKDVHRIFRPPRQVWRFN
$FFUXDOIRUSXUFKDVHVRIIL[HGDVVHWV 

)LVFDO<HDU(QGHG
-DQXDU\
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6HHDFFRPSDQ\LQJQRWHVWRFRQVROLGDWHGILQDQFLDOVWDWHPHQWV




)HEUXDU\
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1DWXUHRI%XVLQHVVDQG%DVLVRI3UHVHQWDWLRQ
1DWXUHRI%XVLQHVV²=XPLH],QFLQFOXGLQJLWVZKROO\RZQHGVXEVLGLDULHV ³=XPLH]´WKH³&RPSDQ\´
³ZH´³XV´³LWV´DQG³RXU´ LVDJOREDOOHDGLQJVSHFLDOW\UHWDLOHURIDSSDUHOIRRWZHDUDFFHVVRULHVDQGKDUGJRRGVIRU
\RXQJPHQDQGZRPHQZKRZDQWWRH[SUHVVWKHLULQGLYLGXDOLW\WKURXJKWKHIDVKLRQPXVLFDUWDQGFXOWXUHRIDFWLRQ
VSRUWVVWUHHWZHDUDQGRWKHUXQLTXHOLIHVW\OHV:HRSHUDWHXQGHUWKHQDPHV=XPLH]%OXH7RPDWRDQG)DVW7LPHV
:HRSHUDWHHFRPPHUFHZHEVLWHVDW]XPLH]FRP]XPLH]FDEOXHWRPDWRFRPDQGIDVWWLPHVFRPDX$W-DQXDU\
ZHRSHUDWHGVWRUHVLQWKH8QLWHG6WDWHV ³86´ LQ&DQDGDLQ(XURSHDQGLQ$XVWUDOLD
)LVFDO<HDU²:HXVHDILVFDOFDOHQGDUZLGHO\XVHGE\WKHUHWDLOLQGXVWU\WKDWUHVXOWVLQDILVFDO\HDUFRQVLVWLQJ
RIDRUZHHNSHULRGHQGLQJRQWKH6DWXUGD\FORVHVWWR-DQXDU\(DFKILVFDO\HDUFRQVLVWVRIIRXUZHHN
TXDUWHUVZLWKDQH[WUDZHHNDGGHGWRWKHIRXUWKTXDUWHUHYHU\ILYHRUVL[\HDUV7KHILVFDO\HDUVHQGHG-DQXDU\
-DQXDU\DQG)HEUXDU\ZHUHZHHNSHULRGV
%DVLVRI3UHVHQWDWLRQ²7KHDFFRPSDQ\LQJFRQVROLGDWHGILQDQFLDOVWDWHPHQWVKDYHEHHQSUHSDUHGLQ
DFFRUGDQFHZLWKJHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHVLQWKH8QLWHG6WDWHVRI$PHULFD ³86*$$3´ 7KH
FRQVROLGDWHGILQDQFLDOVWDWHPHQWVLQFOXGHWKHDFFRXQWVRI=XPLH],QFDQGLWVZKROO\RZQHGVXEVLGLDULHV$OO
VLJQLILFDQWLQWHUFRPSDQ\WUDQVDFWLRQVDQGEDODQFHVDUHHOLPLQDWHGLQFRQVROLGDWLRQ
&29,'²,Q'HFHPEHUDQRYHOVWUDLQRIFRURQDYLUXV ³&29,'´ ZDVILUVWLGHQWLILHGDQGLQ
0DUFKWKH:RUOG+HDOWK2UJDQL]DWLRQFDWHJRUL]HG&29,'DVDSDQGHPLF7RKHOSFRQWUROWKHVSUHDGRI
WKHYLUXVDQGSURWHFWWKHKHDOWKDQGVDIHW\RIRXUHPSOR\HHVDQGFXVWRPHUVZHEHJDQFORVLQJRXUUHWDLOVWRUHVDFURVV
DOOPDUNHWVWKDWZHRSHUDWHLQPLG0DUFK:HEHJDQJUDGXDOO\UHRSHQLQJVWRUHVDWWKHHQGRIWKHILUVWILVFDO
TXDUWHUDQGLQWRWKHVHFRQGILVFDOTXDUWHURIILVFDOZLWKWKHPDMRULW\RIRXUVWRUHVRSHQWKURXJKWKHWKLUGDQG
IRXUWKTXDUWHURIILVFDO&KDQJHVLQRXURSHUDWLRQVGXHWR&29,'UHVXOWHGLQPDWHULDOIOXFWXDWLRQVWRRXU
UHVXOWVRIRSHUDWLRQVGXULQJILVFDODQGLQFHUWDLQJHRJUDSKLHVLQ%\TXDUWHURXUVWRUHVZHUHRSHQRQDQ
DJJUHJDWHEDVLVDSSUR[LPDWHO\DQGUHVSHFWLYHO\RIWKHSRVVLEOHGD\VGXULQJHDFK
ILVFDOTXDUWHULQILVFDODQGDSSUR[LPDWHO\DQGUHVSHFWLYHO\RIWKHSRVVLEOHGD\V
GXULQJHDFKILVFDOTXDUWHULQILVFDO
6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV
8VHRI(VWLPDWHV²7KHSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVLQFRQIRUPLW\ZLWK86*$$3UHTXLUHVHVWLPDWHV
DQGDVVXPSWLRQVWKDWDIIHFWWKHUHSRUWHGDPRXQWVRIDVVHWVDQGOLDELOLWLHVDQGWKHGLVFORVXUHRIFRQWLQJHQWDVVHWVDQG
OLDELOLWLHVDWWKHGDWHRIWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVDVZHOODVWKHUHSRUWHGDPRXQWVRIUHYHQXHVDQG
H[SHQVHVGXULQJWKHUHSRUWLQJSHULRG7KHVHHVWLPDWHVFDQDOVRDIIHFWVXSSOHPHQWDOLQIRUPDWLRQGLVFORVHGE\XV
LQFOXGLQJLQIRUPDWLRQDERXWFRQWLQJHQFLHVULVNDQGILQDQFLDOFRQGLWLRQ$FWXDOUHVXOWVFRXOGGLIIHUIURPWKHVH
HVWLPDWHVDQGDVVXPSWLRQV
)DLU9DOXHRI)LQDQFLDO,QVWUXPHQWV²:HGLVFORVHWKHHVWLPDWHGIDLUYDOXHRIRXUILQDQFLDOLQVWUXPHQWV
)LQDQFLDOLQVWUXPHQWVDUHJHQHUDOO\GHILQHGDVFDVKHYLGHQFHRIRZQHUVKLSLQWHUHVWLQDQHQWLW\RUDFRQWUDFWXDO
REOLJDWLRQWKDWERWKFRQYH\VWRRQHHQWLW\DULJKWWRUHFHLYHFDVKRURWKHUILQDQFLDOLQVWUXPHQWVIURPDQRWKHUHQWLW\
DQGLPSRVHVRQWKHRWKHUHQWLW\WKHREOLJDWLRQWRGHOLYHUFDVK RURWKHUILQDQFLDOLQVWUXPHQWVWRWKHILUVWHQWLW\2XU
ILQDQFLDOLQVWUXPHQWVRWKHUWKDQWKRVHSUHVHQWHGLQ1RWH³)DLU9DOXH0HDVXUHPHQWV´LQFOXGHFDVKDQGFDVK
HTXLYDOHQWVUHFHLYDEOHVSD\DEOHVDQGRWKHUOLDELOLWLHV7KH FDUU\LQJDPRXQWVRIFDVKDQGFDVKHTXLYDOHQWV
UHFHLYDEOHVSD\DEOHVDQGRWKHUOLDELOLWLHVDSSUR[LPDWHIDLUYDOXHEHFDXVHRIWKHVKRUWWHUPQDWXUHRIWKHVH
LQVWUXPHQWV2XUSROLF\LVWRSUHVHQWWUDQVIHUVLQWRDQGWUDQVIHUVRXWRIKLHUDUFK\OHYHOVDVRIWKHDFWXDOGDWHRIWKH
I
HYHQWRUFKDQJHLQFLUFXPVWDQFHVWKDWFDXVHGWKHWUDQVIHU
&DVKDQG&DVK(TXLYDOHQWV²:HFRQVLGHUDOOKLJKO\OLTXLGLQYHVWPHQWVZLWKRULJLQDOPDWXULW\RIWKUHH
PRQWKVRUOHVVZKHQSXUFKDVHGWREHFDVKHTXLYDOHQWV



&RQFHQWUDWLRQRI5LVN²:HPDLQWDLQRXUFDVKDQGFDVKHTXLYDOHQWVLQDFFRXQWVZLWKPDM
N
RUILQDQFLDO
LQVWLWXWLRQVLQWKHIRUPRIGHPDQGGHSRVLWVPRQH\PDUNHWDFFRXQWVDQGFRUSRUDWHGHEWVHFXULWLHV'HSRVLWVLQWKHVH
ILQDQFLDOLQVWLWXWLRQVPD\H[FHHGWKHDPRXQWRIIHGHUDOGHSRVLWW LQVXUDQFHSURYLGHGRQVXFKGHSRVLWV
5HVWULFWHG&DVK²&DVKDQGFDVKHTXLYDOHQWVWKDWDUHUHVWULFWHGDVWRZLWKGUDZDO
²
RUXVHXQGHUWKHWHUPVRI
FHUWDLQFRQWUDFWXDODJUHHPHQWVDUHUHFRUGHGDVUHVWULFWHGFDVKLQRWKHUORQJWHUPDVVHWVRQRXUFRQVROLGDWHGEDODQFH
VKHHWV
7KHIROORZLQJWDEOHSURYLGHVDUHFRQFLOLDWLRQRIFDVKFDVKHTXLYDOHQWVDQGUHVWULFWHGFDVKUHSRUWHGZLWKLQWKH
FRQVROLGDWHGEDODQFHVKHHWVWKDWVXPWRWKHWRWDORIWKHVDPHVXFKDPRXQWVVKRZQLQWKHFRQVROLGDWHGVWDWHPHQWRI
FDVKIORZV LQWKRXVDQGV 
-DQXDU\



&DVKDQGFDVKHTXLYDOHQWV  
5HVWULFWHGFDVKLQFOXGHGLQRWKHUORQJWHUPDVVHWV  
7RWDOFDVKFDVKHTXLYDOHQWVDQGUHVWULFWHGFDVKVKRZQLQWKH
VWDWHPHQWRIFDVKIORZV  

-DQXDU\



)HEUXDU\



  
  

  
  




  

  



5HVWULFWHGFDVKLQFOXGHGLQRWKHUORQJWHUPDVVHWVUHSUHVHQWVDPRXQWVKHOGDVLQVXUDQFHFROODWHUDODQG
FROODWHUDOIRUEDQNJXDUDQWHHVRQFHUWDLQVWRUHRSHUDWLQJOHDVHV
0DUNHWDEOH6HFXULWLHV²2XUPDUNHWDEOHVHFXULWLHVSULPDULO\FRQVLVWRI86WUHDVXU\DQGJRYHUQPHQWDJHQF\
VHFXULWLHVFRUSRUDWHGHEWVHFXULWLHVVWDWHDQGORFDOPXQLFLSDOVHFXULWLHVDQGYDULDEOHUDWHGHPDQGQRWHV9DULDEOH
UDWHGHPDQGQRWHVDUHFRQVLGHUHGKLJKO\OLTXLG$OWKRXJKWKHYDULDEOHUDWHGHPDQGQRWHVKDYHORQJWHUPQRPLQDO
PDWXULW\GDWHVWKHLQWHUHVWUDWHVJHQHUDOO\UHVHWZHHNO\'HVSLWHWKHORQJWHUPQDWXUHRIWKHXQGHUO\LQJVHFXULWLHVRI
WKHYDULDEOHUDWHGHPDQGQRWHVZHKDYHWKHDELOLW\WRTXLFNO\OLTXLGDWHWKHVHVHFXULWLHVZKLFKKDYHDQHPEHGGHG
SXWRSWLRQWKDWDOORZVWKHERQGKROGHUWRVHOOWKHVHFXULW\DWSDUSOXVDFFUXHGLQWHUHVW
,QYHVWPHQWVDUHFRQVLGHUHGWREHLPSDLUHGZKHQDGHFOLQHLQIDLUYDOXHLVGHWHUPLQHGWREHRWKHUWKDQ
WHPSRUDU\,IWKHFRVWRIDQLQYHVWPHQWH[FHHGVLWVIDLUYDOXHZHHYDOXDWHLQIRUPDWLRQDERXWWKHXQGHUO\LQJ
LQYHVWPHQWWKDWLVSXEOLFO\DYDLODEOHVXFKDVDQDO\VWUHSRUWV DSSOLFDEOHLQGXVWU\GDWDDQGRWKHUSHUWLQHQWLQIRUPDWLRQ
DQGDVVHVVRXULQWHQWDQGDELOLW\WRKROGWKHVHFXULW\)RUIL[HGLQFRPHVHFXULWLHVZHDOVRHYDOXDWHZKHWKHUZHKDYH
SODQVWRVHOOWKHVHFXULW\RULWLVPRUHOLNHO\WKDQQRWZHZLOOEHUHTXLUHGWRVHOOWKHVHFXULW\EHIRUHUHFRYHU\7KH
LQYHVWPHQWZRXOGEHZULWWHQGRZQWRLWVIDLUYDOXHDWWKHWLPHWKHLPSDLUPHQWLVGHHPHGWRKDYHRFFXUUHGDQGDQHZ
FRVWEDVLVLVHVWDEOLVKHG)XWXUHDGYHUVHFKDQJHVLQPDUNHWFRQGLWLRQVSRRURSHUDWLQJUHVXOWVRIXQGHUO\LQJ
LQYHVWPHQWVRURWKHUIDFWRUVFRXOGUHVXOWLQORVVHVWKDWPD\QRWEHUHIOHFWHGLQDQLQYHVWPHQW¶VFXUUHQWFDUU\LQJ
YDOXHSRVVLEO\UHTXLULQJDQLPSDLUPHQWFKDUJHLQWKHIXWXUH
,QYHQWRULHV²0HUFKDQGLVHLQYHQWRULHVDUHYDOXHGDWWKHORZHURIFRVWRUQHWUHDOL]DEOHYDOXH7KHFRVWRI
W
PHUFKDQGLVHLQYHQWRULHVDUHEDVHGXSRQDQDYHUDJHFRVWPHWKRGRORJ\0HUFKDQGLVHLQYHQWRULHVPD\LQFOXGHLWHPV
WKDWKDYHEHHQZULWWHQGRZQWRRXUEHVWHVWLPDWHRIWKHLUQHWUHDOL]DEOHYDOXH2XUGHFLVLRQVWRZULWHGRZQRXU
PHUFKDQGLVHLQYHQWRULHVDUHEDVHGRQWKHLUFXUUHQWUDWHRIVDOHWKHDJHRIWKHLQYHQWRU\WKHSURILWDELOLW\RIWKH
LQYHQWRU\DQGRWKHUIDFWRUV7KHLQYHQWRU\UHODWHGWRWKLVUHVHUYHLVQRWPDUNHGXSLQVXEVHTXHQWSHULRGV,QYHQWRU\
LVDWQHWUHDOL]DEOHYDOXHZKLFKIDFWRUVLQDUHVHUYHIRULQYHQWRU\ZKRVHVHOOLQJSULFHLVEHORZFRVWDQGDQHVWLPDWH
IRULQYHQWRU\VKULQNDJH6KULQNDJHUHIHUVWRDUHGXFWLRQLQLQYHQWRU\GXHWRVKRSOLIWLQJHPSOR\HHWKHIWDQGRWKHU
PDWWHUV:HHVWLPDWHDQLQYHQWRU\VKULQNDJHUHVHUYHIRUDQWLFLSDWHGORVVHVDQGDZULWHGRZQIRURXUPHUFKDQGLVH
LQYHQWRULHVDW-DQXDU\DQG-DQXDU\LQWKHDPRXQWVRIPLOOLRQDQGPLOOLRQUHVSHFWLYHO\



)L[HG$VVHWV²)L[HGDVVHWVSULPDULO\FRQVLVWRIOHDVHKROGLPSURYHPHQWVIL[WXUHVODQGEXLOGLQJVFRPSXWHU
HTXLSPHQWVRIWZDUHDQGVWRUHHTXLSPHQW)L[HGDVVHWVDUHVWDWHGDWFRVWOHVVDFFXPXODWHGGHSUHFLDWLRQXWLOL]LQJWKH
VWUDLJKWOLQHPHWKRGRYHUWKHDVVHWV¶HVWLPDWHGXVHIXOOLYHV 7KHXVHIXOOLYHVRIRXUPDMRUFODVVHVRIIL[HGDVVHWVDUH
DVIROORZV
/HDVHKROGLPSURYHPHQWV
)L[WXUHV
%XLOGLQJVODQGDQGEXLOGLQJDQGODQGLPSURYHPHQWV
&RPSXWHUHTXLSPHQWVRIWZDUHVWRUHHTXLSPHQW RWKHU

/HVVHURI\HDUVRUWKHWHUPRIWKHOHDVH
WR\HDUV
WR\HDUV
WR\HDUV

7KHFRVWDQGUHODWHGDFFXPXODWHGGHSUHFLDWLRQRIDVVHWVVROGRURWKHUZLVHGLVSRVHGRILVUHPRYHGIURPIL[HG
U
DVVHWVDQGWKHUHODWHGJDLQRUORVVLVUHFRUGHGLQVHOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHVRQWKHFRQVROLGDWHG
VWDWHPHQWVRILQFRPH
$VVHW5HWLUHPHQW2EOLJDWLRQV²$QDVVHWUHWLUHPHQWREOLJDWLRQ
²
³$52´ UHSUHVHQWVDOHJDOREOLJDWLRQ
DVVRFLDWHGZLWKWKHUHWLUHPHQWRIDWDQJLEOHORQJOLYHGDVVHWWKDWLVLQFXUUHGXSRQWKHDFTXLVLWLRQFRQVWUXFWLRQ
GHYHORSPHQWRUQRUPDORSHUDWLRQRIWKDWORQJOLYHGDVVHW2XU$52VDUHDVVRFLDWHGZLWKOHDVHKROGLPSURYHPHQWV
WKDWDWWKHHQGRIDOHDVHZHDUHFRQWUDFWXDOO\REOLJDWHGWRUHPRYHLQRUGHUWRFRPSO\ZLWKFHUWDLQOHDVHDJUHHPHQWV
7KH$52EDODQFHDW-DQXDU\DQG-DQXDU\ZDVPLOOLRQDQGLVUHFRUGHGLQRWKHUOLDELOLWLHVDQG
RWKHUORQJWHUPOLDELOLWLHVRQWKHFRQVROLGDWHGEDODQFHVKHHWV DQGZLOOEHVXEVHTXHQWO\DGMXVWHGIRUFKDQJHVLQIDLU
YDOXH7KHDVVRFLDWHGHVWLPDWHGDVVHWUHWLUHPHQWFRVWVDUHFDSLWDOL]HGDVSDUWRIWKHFDUU\LQJDPRXQWRIWKHORQJOLYHG
DVVHWDQGGHSUHFLDWHGRYHULWVXVHIXOOLIH
9DOXDWLRQRI/RQJ/LYHG$VVHWV²:HUHYLHZWKHFDUU\LQJYDOXHRIORQJOLYHGDVVHWVRUDVVHWJURXSV
X
JHQHUDOO\GHILQHGDVDVWRUHFRUSRUDWHIDFLOLW\RUGLVWULEXWLRQFHQWHU IRULPSDLUPHQWZKHQHYHQWVRUFKDQJHVLQ
FLUFXPVWDQFHVLQGLFDWHWKDWWKHFDUU\LQJYDOXHVPD\QRWEHUHFRYHUDEOH5HFRYHUDELOLW\RIDVVHWVWREHKHOGDQGXVHG
LVGHWHUPLQHGE\DFRPSDULVRQRIWKHFDUU\LQJDPRXQWRIDQDVVHWRUDVVHWJURXSWRIXWXUHXQGLVFRXQWHGQHWFDVK
IORZVH[SHFWHGWREHJHQHUDWHGE\WKHDVVHW,IVXFKDVVHWVDUHFRQVLGHUHGLPSDLUHGWKHLPSDLUPHQWUHFRJQL]HGLV
PHDVXUHGE\FRPSDULQJWKHIDLUYDOXHRIWKHDVVHWVRUDVVHWJURXSWRWKHFDUU\LQJYDOXHV7KHHVWLPDWLRQRIIXWXUH
FDVKIORZVIURPRSHUDWLQJDFWLYLWLHVUHTXLUHVVLJQLILFDQWMXGJPHQWVRIIDFWRUVWKDWLQFOXGHIRUHFDVWLQJIXWXUHVDOHV
JURVVSURILWDQGRSHUDWLQJH[SHQVHV,QDGGLWLRQWRKLVWRULFDOUHVXOWVFXUUHQWWUHQGVDQGLQLWLDWLYHVORQJWHUPPDFUR
HFRQRPLFDQGLQGXVWU\IDFWRUVDUHTXDOLWDWLYHO\FRQVLGHUHG$GGLWLRQDOO\PDQDJHPHQWVHHNVLQSXWIURPVWRUH
RSHUDWLRQVUHODWHGWRORFDOHFRQRPLFFRQGLWLRQV,PSDLUPHQWFKDUJHVIRURSHUDWLQJOHDVHULJKWRIXVHDVVHWVDUH
LQFOXGHGLQFRVWRIJRRGVVROGDQGLPSDLUPHQWFKDUJHVIRUIL[HGDVVHWVDUHLQFOXGHGLQVHOOLQJJHQHUDODQG
G
DGPLQLVWUDWLYHH[SHQVHVRQWKHFRQVROLGDWHGVWDWHPHQWVRILQFRPH
*RRGZLOO²*RRGZLOOUHSUHVHQWVWKHH[FHVVRISXUFKDVHSULFHRYHUWKHIDLUYDOXHRIDFTXLUHGWDQJLEOHDQG
LGHQWLILDEOHLQWDQJLEOHQHWDVVHWV:HWHVWJRRGZLOOIRULPSDLUPHQWRQDQDQQXDOEDVLVRUPRUHIUHTXHQWO\LI
U
LQGLFDWRUVRILPSDLUPHQWDUHSUHVHQW:HSHUIRUPRXUDQQXDOLPSDLUPHQWPHDVXUHPHQWWHVWRQWKHILUVWGD\RIWKH
P
IRXUWKTXDUWHU(YHQWVWKDWPD\WULJJHUDQHDUO\LPSDLUPHQWUHYLHZLQFOXGHVLJQLILFDQWFKDQJHVLQWKHFXUUHQW
EXVLQHVVFOLPDWHIXWXUHH[SHFWDWLRQVRIHFRQRPLFFRQGLWLRQVGHFOLQHVLQRXURSHUDWLQJUHVXOWVRIRXUUHSRUWLQJXQLWV
RUDQH[SHFWDWLRQWKDWWKHFDUU\LQJDPRXQWPD\QRWEHUHFRYHUDEOH
:HKDYHDQRSWLRQWRWHVWJRRGZLOOIRULPSDLUPHQWE\ILUVWSHUIRUPLQJDTXDOLWDWLYHDVVHVVPHQWWRGHWHUPLQH
I
ZKHWKHULWLVPRUHOLNHO\WKDQQRWWKDWWKHIDLUYDOXHRIWKHUHSRUWLQJXQLWLVOHVVWKDQWKHFDUU\LQJDPRXQW,IZH
FKRRVHQRWWRSHUIRUPWKHTXDOLWDWLYHWHVWRUZHGHWHUPLQHWKDWLWLVPRUHOLNHO\WKDQQRWWKDWWKHIDLUYDOXHRIWKH
W
UHSRUWLQJXQLWLVOHVVWKDQWKHFDUU\LQJDPRXQWZHFRPSDUHWKHFDUU\LQJYDOXHRIWKHUHSRUWLQJXQLWWRLWVHVWLPDWHG
IDLUYDOXHZKLFKLVEDVHGRQWKHSHUVSHFWLYHRIDPDUNHWSDUWLFLSDQW,IWKHFDUU\LQJDPRXQWRIWKHUHSRUWLQJXQLW¶V
JRRGZLOOH[FHHGVWKHHVWLPDWHGIDLUYDOXHZHUHFRJQL]HDQLPSDLUPHQWORVVLQDQDPRXQWHTXDOWRWKHH[FHVVQRWWR
H[FHHGWKHFDUU\LQJDPRXQW



:HJHQHUDOO\GHWHUPLQHWKHIDLUYDOXHRIHDFKRIRXUUHSRUWLQJ XQLWVEDVHGRQDFRPELQDWLRQRIWKHLQFRPH
DSSURDFKDQGWKHPDUNHWYDOXDWLRQDSSURDFKHV.H\DVVXPSWLRQV LQWKHLQFRPHDSSURDFKLQFOXGHHVWLPDWLQJIXWXUH
FDVKIORZVORQJWHUPJURZWKUDWHVDQGZHLJKWHGDYHUDJHFRVWRIFDSLWDO2XUDELOLW\WRUHDOL]HWKHIXWXUHFDVKIORZV
I
XVHGLQRXUIDLUYDOXHFDOFXODWLRQVLVDIIHFWHGE\IDFWRUVVXFKDVFKDQJHVLQHFRQRPLFFRQGLWLRQVRSHUDWLQJ
SHUIRUPDQFHDQGRXUEXVLQHVVVWUDWHJLHV.H\DVVXPSWLRQVLQWKHPDUNHWDSSURDFKHVLQFOXGHLGHQWLI\LQJFRPSDQLHV
DQGWUDQVDFWLRQVZLWKFRPSDUDEOHEXVLQHVVIDFWRUVVXFKDVHDUQLQJVJURZWKSURILWDELOLW\EXVLQHVVDQGILQDQFLDOULVN
,QWDQJLEOH$VVHWV²2XULQWDQJLEOHDVVHWVFRQVLVWRIWUDGHQDPHVDQGWUDGHPDUNVZLWKLQGHILQLWHOLYHVDQG
FHUWDLQGHILQLWHOLYHGLQWDQJLEOHDVVHWV:HWHVWRXULQGHILQLWHOLYHGLQWDQJLEOHDVVHWVIRULPSDLUPHQWRQDQDQQXDO
EDVLVRUPRUHIUHTXHQWO\LILQGLFDWRUVRILPSDLUPHQWDUHSUHVHQW:HWHVWRXULQGHILQLWHOLYHGDVVHWVE\HVWLPDWLQJ
WKHIDLUYDOXHRIWKHDVVHWDQGFRPSDULQJWKDWWRWKHFDUU\LQJYDOXHDQLPSDLUPHQWORVVLVUHFRUGHGIRUWKHDPRXQW
WKDWFDUU\LQJYDOXHH[FHHGVWKHHVWLPDWHGIDLUYDOXH7KHIDLUU YDOXHRIWKHWUDGHQDPHVDQGWUDGHPDUNVLVGHWHUPLQHG
XVLQJWKHUHOLHIIURPUR\DOW\PHWKRG7KLVPHWKRGDVVXPHVWKDWW WKHWUDGHQDPHDQGWUDGHPDUNVKDYHYDOXHWRWKH
H[WHQWWKDWWKHLURZQHULVUHOLHYHGRIWKHREOLJDWLRQWRSD\UR\DOWLHVIRUWKHEHQHILWVUHFHLYHGIURPWKHP7KH
DVVXPSWLRQVXVHGLQWKLVPHWKRGUHTXLUHVPDQDJHPHQWMXGJPHQWDQGHVWLPDWHVLQIRUHFDVWLQJIXWXUHUHYHQXHJURZWK
GLVFRXQWUDWHVDQGUR\DOW\UDWHV
'HILQLWHOLYHGLQWDQJLEOHDVVHWVZKLFKFRQVLVWRIGHYHORSHGWHFKQRORJ\FXVWRPHUUHODWLRQVKLSVDQGQRQ
FRPSHWHDJUHHPHQWVDUHDPRUWL]HGXVLQJWKHVWUDLJKWOLQHPHWKRGRYHUWKHLUHVWLPDWHGXVHIXOOLYHV$GGLWLRQDOO\
ZHWHVWWKHGHILQLWHOLYHGLQWDQJLEOHDVVHWVZKHQIDFWVDQGFLUFXPVWDQFHVLQGLFDWHWKDWWKHFDUU\LQJYDOXHVPD\QRWEH
UHFRYHUDEOH:HILUVWDVVHVVWKHUHFRYHUDELOLW\RIRXUGHILQLWHOLYHGLQWDQJLEOHDVVHWVE\FRPSDULQJWKHXQGLVFRXQWHG
FDVKIORZVRIWKHGHILQLWHOLYHGDVVHWOHVVLWVFDUU\LQJYDOXH,IWKHXQGLVFRXQWHGFDVKIORZVDUHOHVVWKDQWKHFDUU\LQJ
YDOXHZHWKHQGHWHUPLQHWKHHVWLPDWHGIDLUYDOXHRIRXUGHILQLWHOLYHGDVVHWE\WDNLQJWKHHVWLPDWHGIXWXUHRSHUDWLQJ
FDVKIORZVGHULYHGIURPWKHRSHUDWLRQWRZKLFKWKHDVVHWUHODWHVRYHULWVUHPDLQLQJXVHIXOOLIHXVLQJDGLVFRXQWHG
FDVKIORZDQDO\VLVDQGFRPSDULQJLWWRWKHFDUU\LQJYDOXH$Q\LPSDLUPHQWZRXOGEHPHDVXUHGDVWKHGLIIHUHQFH
EHWZHHQWKHFDUU\LQJDPRXQWDQGWKHHVWLPDWHGIDLUYDOXH&KDQJHVLQDQ\RIWKHVHHVWLPDWHVSURMHFWLRQVDQG
DVVXPSWLRQVFRXOGKDYHDPDWHULDOHIIHFWRIWKHIDLUYDOXHRIWKHVHDVVHWVLQIXWXUHPHDVXUHPHQWSHULRGVDQGUHVXOWLQ
DQLPSDLUPHQWZKLFKFRXOGPDWHULDOO\DIIHFWRXUUHVXOWVRIRSHUDWLRQV
/HDVHV±:HGHWHUPLQHDWLQFHSWLRQLIDFRQWUDFWLVRUFRQWDLQVDOHDVH7KHOHDVHFODVVLILFDWLRQLVGHWHUPLQHG
DWWKHFRPPHQFHPHQWGDWH7KHPDMRULW\RIRXUOHDVHVDUHRSHUDWLQJOHDVHVIRURXUUHWDLOVWRUHORFDWLRQV:HGRQRW
KDYHDQ\PDWHULDOOHDVHVLQGLYLGXDOO\RULQWKHDJJUHJDWHFODVVLILHGDVDILQDQFHOHDVLQJDUUDQJHPHQW8SRQ
PRGLILFDWLRQRIDFRQWUDFWZHUHDVVHVVLIDFRQWUDFWLVRUFRQWDLQVDOHDVH)RUFRQWUDFWVWKDWFRQWDLQERWKOHDVHDQG
QRQOHDVHFRPSRQHQWVVXFKDVFRPPRQDUHDPDLQWHQDQFHZHDOORFDWHWKHFRQVLGHUDWLRQWRWKHFRPSRQHQWVEDVHGRQ
WKHUHODWLYHVWDQGDORQHSULFH$WWKHFRPPHQFHPHQWGDWHRIDOHDVHZHUHFRJQL]H  DULJKWRIXVHDVVHW
UHSUHVHQWLQJRXUULJKWWRXVHWKHXQGHUO\LQJDVVHWGXULQJWKHOHDVHWHUPDQG  DOHDVHOLDELOLW\IRUWKHSUHVHQWYDOXH
RIWKHOHDVHSD\PHQWVQRW\HWPDGH
7KHOHDVHWHUPLQFOXGHVWKHRSWLRQVWRH[WHQGWKHOHDVHRQO\WRWKHH[WHQWLWLVUHDVRQDEO\FHUWDLQWKDWZHZLOO
H[HUFLVHVXFKH[WHQVLRQRSWLRQVDQGQRWH[HUFLVHVXFKHDUO\WHUPLQDWLRQRSWLRQVUHVSHFWLYHO\7KHPDMRULW\RIRXU
VWRUHRSHUDWLQJOHDVHVLQFOXGHRQJRLQJFRWHQDQF\UHTXLUHPHQWVRUHDUO\WHUPLQDWLRQRSWLRQWKDWUHGXFHOHDVH
SD\PHQWVSHUPLWOHDVHWHUPLQDWLRQRUERWKLQWKHHYHQWWKDWFRWHQDQWVFHDVHWRRSHUDWHIRUVSHFLILFSHULRGVRULI
VWDWHGVDOHVOHYHOVDUHQRWPHWLQVSHFLILFSHULRGV$VWKHUDWHLPSOLFLWLQWKHOHDVHLVQRWUHDGLO\GHWHUPLQDEOHIRURXU
OHDVHVZHGLVFRXQWRXUOHDVHSD\PHQWVXVLQJRXULQFUHPHQWDOERUURZLQJUDWH2XULQFUHPHQWDOERUURZLQJUDWHLV
EDVHGRQLQIRUPDWLRQDYDLODEOHDWFRPPHQFHPHQWGDWHDQGUHSUHVHQWVWKHUDWHRILQWHUHVWZHZRXOGKDYHWRSD\WR
ERUURZRQDFROODWHUDOL]HGEDVLVRYHUDVLPLODUWHUPDQDPRXQWHTXDOWRWKHOHDVHSD\PHQWVLQDVLPLODUHFRQRPLF
HQYLURQPHQW7KHULJKWRIXVHDVVHWLVPHDVXUHGDWWKHSUHVHQWYDOXHRIIL[HGOHDVHSD\PHQWVQRW\HWPDGHZLWK
DGMXVWPHQWVIRULQLWLDOGLUHFWFRVWVOHDVHSUHSD\PHQWVDQGOHDVHLQFHQWLYHVUHFHLYHG7KHULJKWRIXVHDVVHWLV
UHGXFHGRYHUWLPHE\WKHUHFRJQLWLRQRIVWUDLJKWOLQHH[SHQVHOHVVWKHDFFUHWLRQRIWKHOHDVHOLDELOLW\XQGHUWKH
HIIHFWLYHLQWHUHVWPHWKRG7KHOHDVHOLDELOLW\LVPHDVXUHGDWWKHSUHVHQWYDOXHRIIL[HGOHDVHSD\PHQWVQRW\HWPDGH
:HHYDOXDWHWKHFDUU\LQJYDOXHRIULJKWRIXVHDVVHWVIRULQGLFDWRUVRILPSDLUPHQWDQGSHUIRUPDQDQDO\VLVRIWKH
UHFRYHUDELOLW\RIWKHUHODWHGDVVHWJURXS,IWKHFDUU\LQJYDOXHRIWKHDVVHWJURXSLVGHWHUPLQHGWREHLQH[FHVVRIWKH
HVWLPDWHGIDLUYDOXHZHUHFRUGDQLPSDLUPHQWORVVLQRXUFRQVROLGDWHGVWDWHPHQWVRILQFRPH$GGLWLRQDOO\ZH
UHYLHZWKHFDUU\LQJYDOXHRIWKHULJKWRIXVHDVVHWVIRULPSDLUPHQWZKHQHYHQWVRUFKDQJHVLQFLUFXPVWDQFHVLQGLFDWH
WKDWWKHFDUU\LQJYDOXHVPD\QRWEHUHFRYHUDEOHUHTXLUHUHDVVHVVPHQWRIWKHOHDVHVDQGUHPHDVXUHPHQWLIQHHGHG



2XUVWRUHRSHUDWLQJOHDVHVPD\LQFOXGHIL[HGPLQLPXPOHDVHSD\PHQWVDVFRQWUDFWXDOO\VWDWHGLQWKHOHDVH
DJUHHPHQWRUYDULDEOHOHDVHSD\PHQWVZKLFKDUHJHQHUDOO\EDVHGRQDSHUFHQWDJHRIWKHVWRUH¶VQHWVDOHVLQH[FHVVRI
G
DVSHFLILHGWKUHVKROGRUDUHGHSHQGHQWRQFKDQJHVLQDQLQGH[2SHUDWLQJOHDVHH[SHQVHUHODWLQJWRIL[HGOHDVH
SD\PHQWVLVUHFRJQL]HGRQDVWUDLJKWOLQHEDVLVRYHUWKHOHDVH WHUPDQGOHDVHH[SHQVHUHODWLQJWRYDULDEOHSD\PHQWVLV
H[SHQVHGDVLQFXUUHG2SHUDWLQJOHDVHH[SHQVHLVUHFRUGHGLQWKHFRVWRIJRRGVVROGH[SHQVHVRQWKHFRQVROLGDWHG
VWDWHPHQWVRILQFRPH
&ODLPVDQG&RQWLQJHQFLHV²:HDUHVXEMHFWWRYDULRXVFODLPVDQGFRQWLQJHQFLHVUHODWHGWRODZVXLWV
LQVXUDQFHUHJXODWRU\DQGRWKHUPDWWHUVDULVLQJRXWRIWKHQRUPDOFRXUVHRIEXVLQHVV:HDFFUXHDOLDELOLW\LIWKH
OLNHOLKRRGRIDQDGYHUVHRXWFRPHLVSUREDEOHDQGWKHDPRXQWLVHVWLPDEOH,IWKHOLNHOLKRRGRIDQDGYHUVHRXWFRPHLV
RQO\UHDVRQDEO\SRVVLEOH DVRSSRVHGWRSUREDEOH RULIDQHVWLPDWHLVQRWGHWHUPLQDEOHZHSURYLGHGLVFORVXUHRID
PDWHULDOFODLPRUFRQWLQJHQF\
5HYHQXH5HFRJQLWLRQ²5HYHQXHLVUHFRJQL]HGXSRQSXUFKDVHDWRXUUHWDLOVWRUHORFDWLRQV)RURXU
HFRPPHUFHVDOHVUHYHQXHLVUHFRJQL]HGZKHQFRQWUROSDVVHVWRWKHFXVWRPHUXSRQVKLSPHQW7D[HVFROOHFWHGIURP
RXUFXVWRPHUVDUHUHFRUGHGRQDQHWEDVLV:HDFFUXHIRUHVWLPDWHGVDOHVUHWXUQVE\FXVWRPHUVEDVHGRQKLVWRULFDO
UHWXUQH[SHULHQFH7KHDOORZDQFHIRUVDOHVUHWXUQVDW-DQXDU\DQG-DQXDU\ZDVPLOOLRQDQG
PLOOLRQUHVSHFWLYHO\:HUHFRUGWKHVDOHRIJLIWFDUGVDVDFXUUHQWOLDELOLW\DQGUHFRJQL]HUHYHQXHZKHQD
FXVWRPHUUHGHHPVDJLIWFDUG7KHFXUUHQWOLDELOLW\IRUJLIWFDUGVZDVPLOOLRQDW-DQXDU\DQG
PLOOLRQDW-DQXDU\$GGLWLRQDOO\WKHSRUWLRQRIJLIWFDUGVWKDWZLOOQRWEHUHGHHPHG ³JLIWFDUGEUHDNDJH´ 
LVUHFRJQL]HGLQSURSRUWLRQRIWKHSDWWHUQVXVHGE\WKHFXVWRPHUEDVHGRQRXUKLVWRULFDOUHGHPSWLRQSDWWHUQV)RUWKH
ILVFDO\HDUVHQGHG-DQXDU\-DQXDU\DQG)HEUXDU\ZHUHFRUGHGQHWVDOHVUHODWHGWRJLIW
FDUGEUHDNDJHLQFRPHRIPLOOLRQPLOOLRQDQGPLOOLRQUHVSHFWLYHO\
/R\DOW\3URJUDP²:HKDYHDFXVWRPHUOR\DOW\SURJUDPWKH=XPLH]67$6+ZKLFKDO
²
ORZVPHPEHUVWR
HDUQSRLQWVIRUSXUFKDVHVRUSHUIRUPDQFHRIFHUWDLQDFWLYLWLHV7KHSRLQWVFDQEHUHGHHPHGIRUDEURDGUDQJHRI
UHZDUGVLQFOXGLQJSURGXFWDQGH[SHULHQWLDOUHZDUGV3RLQWVHDUQHGIRUSXUFKDVHVDUHUHFRUGHGDVDFXUUHQWOLDELOLW\
DQGDUHGXFWLRQRIQHWVDOHVEDVHGRQWKHUHODWLYHIDLUYDOXHRIWKHSRLQWVDWWKHWLPHWKHSRLQWVDUHHDUQHGDQG
HVWLPDWHGUHGHPSWLRQUDWHV5HYHQXHLVUHFRJQL]HGXSRQUHGHPSWLRQRISRLQWVIRUUHZDUGV3RLQWVHDUQHGIRUWKH
SHUIRUPDQFHRIDFWLYLWLHVDUHUHFRUGHGDVDFXUUHQWOLDELOLW\EDVHGRQWKHHVWLPDWHGFRVWRIWKHSRLQWVDQGDV
PDUNHWLQJH[SHQVHZKHQUHGHHPHG7KHGHIHUUHGUHYHQXHUHODWHGWRRXUFXVWRPHUOR\DOW\SURJUDPDW-DQXDU\
DQG-DQXDU\ZDVPLOOLRQDQGPLOOLRQUHVSHFWLYHO\
&RVWRI*RRGV6ROG²&RVWRIJRRGVVROGFRQVLVWVRIEUDQGHGPHUFKDQGLVHFRVWVDQGRXUSULYDWHODEHO
PHUFKDQGLVHFRVWVLQFOXGLQJGHVLJQVRXUFLQJLPSRUWLQJDQGLQERXQGIUHLJKWFRVWV2XUFRVWRIJRRGVVROGDOVR
LQFOXGHVVKULQNDJHEX\LQJRFFXSDQF\HFRPPHUFHIXOILOOPHQWGLVWULEXWLRQDQGZDUHKRXVLQJFRVWV LQFOXGLQJ
DVVRFLDWHGGHSUHFLDWLRQ DQGIUHLJKWFRVWVIRUVWRUHPHUFKDQGLVHWUDQVIHUV&DVKFRQVLGHUDWLRQUHFHLYHGIURPYHQGRUV
LVUHSRUWHGDVDUHGXFWLRQRIFRVWRIJRRGVVROGLIWKHLQYHQWRU\KDVVROGDUHGXFWLRQRIWKHFDUU\LQJYDOXHRIWKH
LQYHQWRU\LIWKHLQYHQWRU\LVVWLOORQKDQGRUDUHGXFWLRQRIVHOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHLIWKH
DPRXQWVDUHUHLPEXUVHPHQWVRIVSHFLILFLQFUHPHQWDODQGLGHQWLILDEOHFRVWVRIVHOOLQJWKHYHQGRUV¶SURGXFWV
I
6KLSSLQJ5HYHQXHDQG&RVWV²:HLQFOXGHVKLSSLQJUHYHQXHUHODWHGWRHFRPPHUFHVDOHVLQQHWVDOHVDQGWKH
UHODWHGIUHLJKWFRVWLVFKDUJHGWRFRVWRIJRRGVVROG
6HOOLQJ*HQHUDODQG$GPLQLVWUDWLYH([SHQVH²6HOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHVFRQVLVW
SULPDULO\RIVWRUHSHUVRQQHOZDJHVDQGEHQHILWVDGPLQLVWUDWLYHVWDIIDQGLQIUDVWUXFWXUHH[SHQVHVIUHLJKWFRVWVIRU
PHUFKDQGLVHVKLSPHQWVIURPWKHGLVWULEXWLRQFHQWHUVWRWKHVWRUHVVWRUHVXSSOLHVGHSUHFLDWLRQRQIL[HGDVVHWVDWWKH
KRPHRIILFHDQGVWRUHVIDFLOLW\H[SHQVHVWUDLQLQJH[SHQVHVDGYHUWLVLQJDQGPDUNHWLQJFRVWV&UHGLWFDUGIHHV
LQVXUDQFHSXEOLFFRPSDQ\H[SHQVHVOHJDOH[SHQVHVDPRUWL]DWLRQRILQWDQJLEOHVDVVHWVDQGRWKHUPLVFHOODQHRXV
RSHUDWLQJFRVWVDUHDOVRLQFOXGHGLQVHOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHV
$GYHUWLVLQJ²:HH[SHQVHDGYHUWLVLQJFRVWVDVLQFXUUHGH[FHSWIRUFDWDORJFRVWVZKLFKDUHH[SHQVHGRQFH
WKHFDWDORJLVPDLOHG$GYHUWLVLQJH[SHQVHVDUHQHWRIVSRQVRUVKLSVDQGYHQGRUUHLPEXUVHPHQWV$GYHUWLVLQJ
H[SHQVHZDVPLOOLRQPLOOLRQDQGPLOOLRQIRUWKHILVFDO\HDUVHQGHG-DQXDU\-DQXDU\
DQG)HEUXDU\UHVSHFWLYHO\



6WRFN%DVHG&RPSHQVDWLRQ²:HDFFRXQWIRUVWRFNEDVHGFRPSHQVDWLRQE\UHFRUGLQJWKHHVWLPDWHGIDLU
YDOXHRIVWRFNEDVHGDZDUGVJUDQWHGDVFRPSHQVDWLRQH[SHQVHRYHUWKHYHVWLQJSHULRGQHWRIHVWLPDWHGIRUIHLWXUHV
6WRFNEDVHGFRPSHQVDWLRQH[SHQVHLVDWWULEXWHGXVLQJWKHVWUDLJKWOLQHPHWKRG:HHVWLPDWHIRUIHLWXUHVRIVWRFN
EDVHGDZDUGVEDVHGRQKLVWRULFDOH[SHULHQFHDQGH[SHFWHGIXWXUHDFWLYLW\7KHIDLUYDOXHRIUHVWULFWHGVWRFNDZDUGV
DQGXQLWVLVPHDVXUHGEDVHGRQWKHFORVLQJSULFHRIRXUFRPPRQ VWRFNRQWKHGDWHRIJUDQW7KHIDLUYDOXHRIVWRFN
RSWLRQJUDQWVLVHVWLPDWHGRQWKHGDWHRIJUDQWXVLQJWKH%ODFN6FKROHVRSWLRQSULFLQJPRGHO
&RPPRQ6WRFN6KDUH5HSXUFKDVHV²:HPD\UHSXUFKDVHVKDUHVRIRXUFRPPRQVWRFNXQGHUDXWKRUL]DWLRQV
PDGHIURPWLPHWRWLPHE\RXU%RDUGRI'LUHFWRUV8QGHUDSSOLFDEOH:DVKLQJWRQ6WDWHODZVKDUHVUHSXUFKDVHGDUH
UHWLUHGDQGQRWSUHVHQWHGVHSDUDWHO\DVWUHDVXU\VWRFNRQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWV,QVWHDGWKHYDOXHRI
UHSXUFKDVHGVKDUHVLVGHGXFWHGIURPUHWDLQHGHDUQLQJV
,QFRPH7D[HV²:HXVHWKHDVVHWDQGOLDELOLW\PHWKRGRIDFFRXQWLQJIRULQFRPHWD[HV8VLQJWKLVPHWKRG
GHIHUUHGWD[DVVHWVDQGOLDELOLWLHVDUHUHFRUGHGEDVHGRQWKHGLIIHUHQFHVEHWZHHQWKHILQDQFLDOUHSRUWLQJDQGWD[EDVLV
RIDVVHWVDQGOLDELOLWLHV7KHGHIHUUHGWD[DVVHWVDQGOLDELOLWLHVDUHFDOFXODWHGXVLQJWKHHQDFWHGWD[UDWHVDQGODZVWKDW
ZHH[SHFWWREHLQHIIHFWZKHQWKHGLIIHUHQFHVDUHH[SHFWHGWRUHYHUVH:HURXWLQHO\HYDOXDWHWKHOLNHOLKRRGRI
UHDOL]LQJWKHEHQHILWRIRXUGHIHUUHGWD[DVVHWVDQGPD\UHFRUG
G DYDOXDWLRQDOORZDQFHLIEDVHGRQDOODYDLODEOH
HYLGHQFHLWLVGHWHUPLQHGWKDWLWLVPRUHOLNHO\WKDQQRWWKDWW DOORUVRPHSRUWLRQRIWKHGHIHUUHGWD[EHQHILWZLOOQRW
EHUHDOL]HG7KHYDOXDWLRQDOORZDQFHRQRXUGHIHUUHGWD[DVVHWVDW-DQXDU\DQG-DQXDU\ZDV
PLOOLRQDQGPLOOLRQUHVSHFWLYHO\
:HUHJXODUO\HYDOXDWHWKHOLNHOLKRRGRIUHDOL]LQJWKHEHQHILWRILQFRPHWD[SRVLWLRQVWKDWZHKDYHWDNHQLQ
YDULRXVIHGHUDOVWDWHDQGIRUHLJQILOLQJVE\FRQVLGHULQJDOOUHOHYDQWIDFWVFLUFXPVWDQFHVDQGLQIRUPDWLRQDYDLODEOH
,IZHEHOLHYHLWLVPRUHOLNHO\WKDQQRWWKDWRXUSRVLWLRQZLOOEHVXVWDLQHGZHUHFRJQL]HDEHQHILWDWWKHODUJHVW
DPRXQWWKDWZHEHOLHYHLVFXPXODWLYHO\JUHDWHUWKDQOLNHO\WREHUHDOL]HG,QWHUHVWDQGSHQDOWLHVUHODWHGWR
LQFRPHWD[PDWWHUVDUHFODVVLILHGDVDFRPSRQHQWRILQFRPHWD[H[SHQVH8QUHFRJQL]HGWD[EHQHILWVDUHUHFRUGHGLQ
RWKHUORQJWHUPOLDELOLWLHVRQWKHFRQVROLGDWHGEDODQFHVKHHWV
2XUWD[SURYLVLRQIRULQWHULPSHULRGVLVGHWHUPLQHGXVLQJDQHVWLPDWHRIRXUDQQXDOHIIHFWLYHUDWHDGMXVWHGIRU
GLVFUHWHLWHPVLIDQ\WKDWDUHWDNHQLQWRDFFRXQWLQWKHUHOHYDQWSHULRG$VWKHILVFDO\HDUSURJUHVVHVZHSHULRGLFDOO\
UHILQHRXUHVWLPDWHEDVHGRQDFWXDOHYHQWVDQGHDUQLQJVE\MXULVGLFWLRQ7KLVRQJRLQJHVWLPDWLRQSURFHVVFDQUHVXOWLQ
FKDQJHVWRRXUH[SHFWHGHIIHFWLYHWD[UDWHIRUWKHIXOOILVFDO\HDU:KHQWKLVRFFXUVZHDGMXVWWKHLQFRPHWD[
SURYLVLRQGXULQJWKHTXDUWHULQZKLFKWKHFKDQJHLQHVWLPDWHRFFXUVVRWKDWRXU\HDUWRGDWHSURYLVLRQHTXDOVRXU
H[SHFWHGDQQXDOUDWH
(DUQLQJVSHU6KDUH²%DVLFHDUQLQJVSHUVKDUHLVEDVHGRQWKHZHLJKWHGDYHUDJHQXPEHURIFRPPRQVKDUHV
RXWVWDQGLQJGXULQJWKHSHULRG'LOXWHGHDUQLQJVSHUVKDUHLVEDVHGRQWKHZHLJKWHGDYHUDJHQXPEHURIFRPPRQ
VKDUHVDQGFRPPRQVKDUHHTXLYDOHQWVRXWVWDQGLQJGXULQJWKHSHULRG7KHGLOXWLYHHIIHFWRIVWRFNRSWLRQVDQG
UHVWULFWHGVWRFNLVDSSOLFDEOHRQO\LQSHULRGVRIQHWLQFRPH&RPPRQVKDUHHTXLYDOHQWVLQFOXGHGLQWKHFRPSXWDWLRQ
UHSUHVHQWVKDUHVLVVXDEOHXSRQDVVXPHGH[HUFLVHRIRXWVWDQGLQJ VWRFNRSWLRQVHPSOR\HHVWRFNSXUFKDVHSODQIXQGV
KHOGWRDFTXLUHVWRFNDQGQRQYHVWHGUHVWULFWHGVWRFN3RWHQWLDOO\DQWLGLOXWLYHVHFXULWLHVQRWLQFOXGHGLQWKH
FDOFXODWLRQRIGLOXWHGHDUQLQJVSHUVKDUHDUHRSWLRQVWRSXUFKDVHFRPPRQVWRFNZKHUHWKHRSWLRQH[HUFLVHSULFHLV
JUHDWHUWKDQWKHDYHUDJHPDUNHWSULFHRIRXUFRPPRQVWRFNGXULQJWKHSHULRGUHSRUWHG
)RUHLJQ&XUUHQF\7UDQVODWLRQ²2XULQWHUQDWLRQDOVXEVLGLDULHVRSHUDWHZLWKIXQFWLRQDOFXUUHQFLHVRWKHUWKDQ
WKH86GROODULQFOXGLQJWKH&DQDGLDQGROODU(XUR$XVWUDOLDQGROODU1RUZHJLDQNURQHDQG6ZLVVIUDQF$VVHWV
DQGOLDELOLWLHVGHQRPLQDWHGLQIRUHLJQFXUUHQFLHVDUHWUDQVODWHGLQWR86GROODUVWKHUHSRUWLQJFXUUHQF\DWWKH
H[FKDQJHUDWHSUHYDLOLQJDWWKHEDODQFHVKHHWGDWH5HYHQXHDQGH[SHQVHVGHQRPLQDWHGLQIRUHLJQFXUUHQFLHVDUH
WUDQVODWHGLQWR86GROODUVDWWKHPRQWKO\DYHUDJHH[FKDQJHUDWHIRUWKHSHULRGDQGWKHWUDQVODWLRQDGMXVWPHQWVDUH
UHSRUWHGDVDQHOHPHQWRIDFFXPXODWHGRWKHUFRPSUHKHQVLYH ORVV LQFRPHRQWKHFRQVROLGDWHGEDODQFHVKHHWV
6HJPHQW5HSRUWLQJ²:HLGHQWLI\RXURSHUDWLQJVHJPHQWVDFFRUGLQJWRKRZRXUEXVLQHVVDFWLYLWLHVDUH
PDQDJHGDQGHYDOXDWHG2XURSHUDWLQJVHJPHQWVKDYHEHHQDJJUHJDWHGDQGDUHUHSRUWHGDVRQHUHSRUWDEOHVHJPHQW
EDVHGRQWKHVLPLODUQDWXUHRISURGXFWVVROGSURGXFWLRQPHUFKDQGLVLQJDQGGLVWULEXWLRQSURFHVVHVLQYROYHGWDUJHW
FXVWRPHUVDQGHFRQRPLFFKDUDFWHULVWLFV



5HFHQW$FFRXQWLQJ6WDQGDUGV²,Q1RYHPEHUWKH)LQDQFLDO$FFRXQWLQJ6WDQGDUGV%RDUG ³)$6%´
LVVXHG$68 Government Assistance (Topic 832): Disclosures by Business Entities About Government
AssistanceZKLFKUHTXLUHVHQWLWLHVWRSURYLGHGLVFORVXUHVRQPDWHULDOJRYHUQPHQWDVVLVWDQFHWUDQVDFWLRQVIRUDQQXDO
UHSRUWLQJSHULRGV7KHGLVFORVXUHVLQFOXGHLQIRUPDWLRQDURXQGWKHQDWXUHRIWKHDVVLVWDQFHWKHUHODWHGDFFRXQWLQJ
SROLFLHVXVHGWRDFFRXQWIRUJRYHUQPHQWDVVLVWDQFHWKHHIIHFWRIJRYHUQPHQWDVVLVWDQFHRQWKHHQWLW\¶VILQDQFLDO
VWDWHPHQWVDQGDQ\VLJQLILFDQWWHUPVDQGFRQGLWLRQVRQWKHDJUHHPHQWVLQFOXGLQJFRPPLWPHQWVDQGFRQWLQJHQFLHV
7KHQHZVWDQGDUGLVHIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJDIWHU'HFHPEHU ILVFDO\HDUHQGLQJ-DQXDU\
IRUWKH&RPSDQ\ (DUO\DGRSWLRQLVSHUPLWWHG7KHDPHQGPHQWVVKRXOGEHDSSOLHGHLWKHU  SURVSHFWLYHO\WR
DOOWUDQVDFWLRQVZLWKLQWKHVFRSHRIWKHDPHQGPHQWVWKDWDUHUHIOHFWHGLQILQDQFLDOVWDWHPHQWVDWWKHGDWHRILQLWLDO
DSSOLFDWLRQDQGQHZWUDQVDFWLRQVWKDWDUHHQWHUHGLQWRDIWHUWKHGDWHRILQLWLDODSSOLFDWLRQRU  UHWURVSHFWLYHO\WR
WKRVHWUDQVDFWLRQV7KH&RPSDQ\LVFXUUHQWO\HYDOXDWLQJWKHLPSDFWRIWKHDGRSWLRQRI$68ZLOOKDYHRQLWV
FRQVROLGDWHGILQDQFLDOVWDWHPHQWV
,Q2FWREHUWKH)$6%LVVXHG$68 Business Combinations (Topic 805): Accounting for
Contract Assets and contract Liabilities from Contracts with CustomersZKLFKUHTXLUHVHQWLWLHVWRUHFRJQL]HDQG
PHDVXUHFRQWUDFWDVVHWVDQGFRQWUDFWOLDELOLWLHVDFTXLUHGLQD EXVLQHVVFRPELQDWLRQLQDFFRUGDQFHZLWK$6&
Revenue from Contracts with Customers (Topic 606)7KHXSGDWHZLOOJHQHUDOO\UHVXOWLQDQHQWLW\UHFRJQL]LQJ
FRQWUDFWDVVHWVDQGFRQWUDFWOLDELOLWLHVDWDPRXQWVFRQVLVWHQWZLWKWKRVHUHFRUGHGE\WKHDFTXLUHHLPPHGLDWHO\EHIRUH
WKHDFTXLVLWLRQGDWHUDWKHUWKDQDWIDLUYDOXH7KHQHZVWDQGDUGLVHIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJDIWHU
'HFHPEHU ILVFDO\HDUHQGLQJ-DQXDU\IRUWKH&RPSDQ\ (DUO\DGRSWLRQLVSHUPLWWHG7KH
&RPSDQ\LVFXUUHQWO\HYDOXDWLQJWKHLPSDFWRIWKHDGRSWLRQRI$68ZLOOKDYHRQLWVFRQVROLGDWHGILQDQFLDO
VWDWHPHQWV
5HYHQXH
7KHIROORZLQJWDEOHGLVDJJUHJDWHVQHWVDOHVE\JHRJUDSKLFUHJLRQ LQWKRXVDQGV 




8QLWHG6WDWHV 
&DQDGD  
(XURSH 
$XVWUDOLD 
1HWVDOHV 


)LVFDO<HDU(QGHG
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)HEUXDU\



 






 

1HWVDOHVIRUWKH\HDUHQGHG-DQXDU\LQFOXGHGDPLOOLRQLQFUHDVHGXHWRWKHFKDQJHLQIRUHLJQ
H[FKDQJHUDWHVZKLFKFRQVLVWHGRIPLOOLRQLQ&DQDGDPLOOLRQLQ$XVWUDOLDDQGLQ(XURSH



&DVK&DVK(TXLYDOHQWVDQG0DUNHWDEOH6HFXULWLHV
7KHIROORZLQJWDEOHVVXPPDUL]HWKHHVWLPDWHGIDLUYDOXHRIRXUFDVKFDVKHTXLYDOHQWVDQGPDUNHWDEOH
VHFXULWLHVDQGWKHJURVVXQUHDOL]HGKROGLQJJDLQVDQGORVVHV LQWKRXVDQGV 



$PRUWL]HG
&RVW




&DVKDQGFDVKHTXLYDOHQWV

&DVK 
0RQH\PDUNHWIXQGV
7RWDOFDVKDQGFDVKHTXLYDOHQWV 
0DUNHWDEOHVHFXULWLHV

86WUHDVXU\DQGJRYHUQPHQWDJHQF\VHFXULWLHV 
&RUSRUDWHGHEWVHFXULWLHV 
6WDWHDQGORFDOJRYHUQPHQWVHFXULWLHV 
7RWDOPDUNHWDEOHVHFXULWLHV 
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&RVW


&DVKDQGFDVKHTXLYDOHQWV
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0DUNHWDEOHVHFXULWLHV

86WUHDVXU\DQGJRYHUQPHQWDJHQF\VHFXULWLHV  
&RUSRUDWHGHEWVHFXULWLHV  
6WDWHDQGORFDOJRYHUQPHQWVHFXULWLHV  
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)DLU9DOXH 



 










 


 

$OORIRXUDYDLODEOHIRUVDOHGHEWVHFXULWLHVKDYHDQHIIHFWLYHPDWXULW\GDWHRIILYH\HDUVRUOHVVDQGPD\EH
OLTXLGDWHGDWRXUGLVFUHWLRQSULRUWRPDWXULW\
7KHIROORZLQJWDEOHVVXPPDUL]HWKHJURVVXQUHDOL]HGKROGLQJORVVHVDQGIDLUYDOXHIRULQYHVWPHQWVLQDQ
XQUHDOL]HGORVVSRVLWLRQDQGWKHOHQJWKRIWLPHWKDWLQGLYLGXDOVHFXULWLHVKDYHEHHQLQDFRQWLQXRXVORVVSRVLWLRQ LQ
WKRXVDQGV 



-DQXDU\

 /HVV7KDQ7ZHOYH0RQWKV   0RQWKVRU*UHDWHU  
7RWDO
8QUHDOL]HG
8QUHDOL]HG
8QUHDOL]HG
 )DLU9DOXH   /RVVHV  )DLU9DOXH   /RVVHV   )DLU9DOXH 
/RVVHV

0DUNHWDEOHVHFXULWLHV


86WUHDVXU\DQGJRYHUQPHQWDJHQF\
VHFXULWLHV    
&RUSRUDWHGHEWVHFXULWLHV    
6WDWHDQGORFDOJRYHUQPHQWVHFXULWLHV    
7RWDOPDUNHWDEOHVHFXULWLHV    
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/RVVHV
)DLU9DOXH 



0DUNHWDEOHVHFXULWLHV
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:HGLGQRWUHFRUGDUHDOL]HGORVVIRURWKHUWKDQWHPSRUDU\LPSDLUPHQWVGXULQJWKHILVFDO\HDUVHQGHG-DQXDU\
-DQXDU\DQG)HEUXDU\
5HFHLYDEOHV
5HFHLYDEOHVFRQVLVWHGRIWKHIROORZLQJ LQWKRXVDQGV 
-DQXDU\

 

&UHGLWFDUGVUHFHLYDEOH 
9HQGRUUHFHLYDEOH 
2WKHUUHFHLYDEOHV
7HQDQWDOORZDQFHVUHFHLYDEOH
,QWHUHVWUHFHLYDEOH 
7D[UHODWHGUHFHLYDEOHV 
*RYHUQPHQWDOVXEVLGLDULHV 
5HFHLYDEOHV



















-DQXDU\





















)L[HG$VVHWV
)L[HGDVVHWVFRQVLVWHGRIWKHIROORZLQJ LQWKRXVDQGV 
-DQXDU\



/HDVHKROGLPSURYHPHQWV 
)L[WXUHV
%XLOGLQJVODQGDQGEXLOGLQJDQGODQGLPSURYHPHQWV
&RPSXWHUHTXLSPHQWVRIWZDUHVWRUHHTXLSPHQWDQGRWKHU 
)L[HGDVVHWVDWFRVW 
/HVV$FFXPXODWHGGHSUHFLDWLRQ 
)L[HGDVVHWVQHW 









 
 
 
 
 
 
 

-DQXDU\



















'HSUHFLDWLRQH[SHQVHRQIL[HGDVVHWVLVUHFRJQL]HGRQRXUFRQVROLGDWHGLQFRPHVWDWHPHQWDVIROORZV LQ
WKRXVDQGV 
)LVFDO<HDU(QGHG
-DQXDU\ -DQXDU\



 )HEUXDU\ 

&RVWRIJRRGVVROG   
6HOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHV  
'HSUHFLDWLRQH[SHQVH   



 
 
 

 
 
 





,PSDLUPHQWRI)L[HG$VVHWV²:HUHFRUGHGPLOOLRQPLOOLRQDQGPLOOLRQRILPSDLUPHQWRI
IL[HGDVVHWVLQVHOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHVRQWKHFRQVROLGDWHGVWDWHPHQWVRILQFRPHIRUWKH\HDUV
HQGHG-DQXDU\-DQXDU\DQG)HEUXDU\
*RRGZLOODQG,QWDQJLEOH$VVHWV
7KHIROORZLQJWDEOHVVXPPDUL]HWKHFKDQJHVLQWKHFDUU\LQJDPRXQWRIJRRGZLOO LQWKRXVDQGV 
%DODQFHDVRI)HEUXDU\ 
(IIHFWVRIIRUHLJQFXUUHQF\WUDQVODWLRQ
%DODQFHDVRI-DQXDU\ 
(IIHFWVRIIRUHLJQFXUUHQF\WUDQVODWLRQ
%DODQFHDVRI-DQXDU\ 













7KHUHZDVQRLPSDLUPHQWRIJRRGZLOOIRUWKHILVFDO\HDUVHQGHG-DQXDU\-DQXDU\DQG
)HEUXDU\
7KHIROORZLQJWDEOHVXPPDUL]HVWKHJURVVFDUU\LQJDPRXQWDFFXPXODWHGDPRUWL]DWLRQDQGWKHQHWFDUU\LQJ
DPRXQWRILQWDQJLEOHDVVHWV LQWKRXVDQGV 
-DQXDU\

*URVV&DUU\LQJ $FFXPXODWHG ,QWDQJLEOH

$PRXQW
 $PRUWL]DWLRQ   $VVHWV1HW



,QWDQJLEOHDVVHWVQRWVXEMHFWWRDPRUWL]DWLRQ

7UDGHQDPHVDQGWUDGHPDUNV 
,QWDQJLEOHDVVHWVVXEMHFWWRDPRUWL]DWLRQ

'HYHORSHGWHFKQRORJ\ 
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1RQFRPSHWHDJUHHPHQWV 
7RWDOLQWDQJLEOHDVVHWV 
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*URVV&DUU\LQJ $FFXPXODWHG ,QWDQJLEOH
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 $PRUWL]DWLRQ   $VVHWV1HW
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1RQFRPSHWHDJUHHPHQWV 
7RWDOLQWDQJLEOHDVVHWV 
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7KHLPSDLUPHQWRILQWDQJLEOHDVVHWVIRUWKHILVFDO\HDUVHQGHG-DQXDU\-DQXDU\DQG
)HEUXDU\ZDVLPPDWHULDO$OODPRXQWVLQWKHWDEOHVDERYHDUHGHQRPLQDWHGLQDIRUHLJQFXUUHQF\DQGVXEMHFW
WRIRUHLJQH[FKDQJHIOXFWXDWLRQ
$PRUWL]DWLRQH[SHQVHRILQWDQJLEOHDVVHWVIRUHDFKRIWKHILVFDO\HDUVHQGHG-DQXDU\-DQXDU\
DQG)HEUXDU\ZDVPLOOLRQ$PRUWL]DWLRQH[SHQVHRILQWDQJLEOHDVVHWVLVUHFRUGHGLQVHOOLQJ
JHQHUDODQGDGPLQLVWUDWLYHH[SHQVHRQWKHFRQVROLGDWHGVWDWHPHQWVRILQFRPH



 2WKHU/LDELOLWLHV
2WKHUOLDELOLWLHVFRQVLVWHGRIWKHIROORZLQJ LQWKRXVDQGV 
-DQXDU\  -DQXDU\ 

$FFUXHGSD\DEOHV 
$FFUXHGLQGLUHFWWD[HV  
8QUHGHHPHGJLIWFDUGV 
$FFUXDOIRUUHSXUFKDVHRIFRPPRQVWRFN 
$OORZDQFHIRUVDOHVUHWXUQV  
$FFUXHGOHJDOVHWWOHPHQW 
2WKHUFXUUHQWOLDELOLWLHV  
'HIHUUHGUHYHQXH  
2WKHUOLDELOLWLHV  
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5HYROYLQJ&UHGLW)DFLOLWLHVDQG'HEW
2Q2FWREHUZHDPHQGHGRXUFUHGLWDJUHHPHQWZLWK:HOOV)DUJR%DQN1$ SUHYLRXVO\HQWHUHGLQWR
'HFHPEHU ZKLFKSURYLGHGXVZLWKDVHQLRUVHFXUHGFUHGLWIDFLOLW\ ³FUHGLWIDFLOLW\´ RIXSWRPLOOLRQ
WKURXJK'HFHPEHUDQGXSWRPLOOLRQDIWHU'HFHPEHUDQGWKURXJK'HFHPEHU7KH
VHFXUHGUHYROYLQJFUHGLWIDFLOLW\LVDYDLODEOHIRUZRUNLQJFDSLWDODQGRWKHUJHQHUDOFRUSRUDWHSXUSRVHV7KHVHQLRU
VHFXUHGFUHGLWIDFLOLW\SURYLGHVIRUWKHLVVXDQFHRIVWDQGE\OHWWHUVRIFUHGLWLQDQDPRXQWQRWWRH[FHHGPLOOLRQ
RXWVWDQGLQJDWDQ\WLPHDQGZLWKDWHUPQRWWRH[FHHGGD\V7KHFRPPHUFLDOOLQHRIFUHGLWSURYLGHVIRUWKH
LVVXDQFHRIFRPPHUFLDOOHWWHUVRIFUHGLWLQDQDPRXQWQRWWRH[FHHGPLOOLRQDQGZLWKWHUPVQRWWRH[FHHG
GD\V7KHDPRXQWRIERUURZLQJVDYDLODEOHDWDQ\WLPHXQGHURXUFUHGLWIDFLOLW\LVUHGXFHGE\WKHDPRXQWRIVWDQGE\
U
DQGFRPPHUFLDOOHWWHUVRIFUHGLWRXWVWDQGLQJDWWKDWWLPH7KHFUHGLWIDFLOLW\ZLOOPDWXUHRQ'HFHPEHU$OO
REOLJDWLRQVXQGHUWKHFUHGLWIDFLOLW\DUHMRLQWDQGVHYHUDOZLWK=XPLH]6HUYLFHVDQGJXDUDQWHHGE\FHUWDLQRIRXU
VXEVLGLDULHV7KHFUHGLWIDFLOLW\LVVHFXUHGE\DILUVWSULRULW\VHFXULW\LQWHUHVWLQVXEVWDQWLDOO\DOORIWKHSHUVRQDO
SURSHUW\ EXWQRWWKHUHDOSURSHUW\ RIWKHERUURZHUVDQGJXDUDQWRUV$PRXQWVERUURZHGXQGHUWKHFUHGLWIDFLOLW\
EHDULQWHUHVWDWDGDLO\VLPSOH62)5UDWHSOXVDPDUJLQRISHUDQQXP
7KHFUHGLWIDFLOLW\FRQWDLQVYDULRXVUHSUHVHQWDWLRQVZDUUDQWLHVDQGUHVWULFWLYHFRYHQDQWVWKDWDPRQJRWKHU
WKLQJVDQGVXEMHFWWRVSHFLILHGFLUFXPVWDQFHVDQGH[FHSWLRQVUHVWULFWRXUDELOLW\WRLQFXULQGHEWHGQHVV LQFOXGLQJ
JXDUDQWHHV JUDQWOLHQVPDNHLQYHVWPHQWVSD\GLYLGHQGVRUGLVWULEXWLRQVZLWKUHVSHFWWRFDSLWDOVWRFNPDNH
SUHSD\PHQWVRQRWKHULQGHEWHGQHVVHQJDJHLQPHUJHUVGLVSRVHRIFHUWDLQDVVHWVRUFKDQJHWKHQDWXUHRIWKHLU
EXVLQHVV7KHFUHGLWIDFLOLW\FRQWDLQVFHUWDLQILQDQFLDOPDLQWHQDQFHFRYHQDQWVWKDWJHQHUDOO\UHTXLUHWKH5HJLVWUDQW
WRKDYHQHWLQFRPHDIWHUWD[HVRIDWOHDVWPLOOLRQRQDWUDLOLQJIRXUTXDUWHUEDVLVDQGDTXLFNUDWLRRIDW
WKHHQGRIHDFKILVFDOTXDUWHU7KHFUHGLWIDFLOLW\FRQWDLQVFHUWDLQDIILUPDWLYHFRYHQDQWVLQFOXGLQJUHSRUWLQJ
UHTXLUHPHQWVVXFKDVGHOLYHU\RIILQDQFLDOVWDWHPHQWVFHUWLILFDWHVDQGQRWLFHVRIFHUWDLQHYHQWVPDLQWDLQLQJ
LQVXUDQFHDQGSURYLGLQJDGGLWLRQDOJXDUDQWHHVDQGFROODWHUDOLQFHUWDLQFLUFXPVWDQFHV7KHFUHGLWIDFLOLW\LQFOXGHV
FXVWRPDU\HYHQWVRIGHIDXOWLQFOXGLQJQRQSD\PHQWRISULQFLSDOLQWHUHVWRUIHHVYLRODWLRQRIFRYHQDQWVLQDFFXUDF\
RIUHSUHVHQWDWLRQVRUZDUUDQWLHVFURVVGHIDXOWWRRWKHUPDWHULDOLQGHEWHGQHVVEDQNUXSWF\DQGLQVROYHQF\HYHQWV
LQYDOLGLW\RULPSDLUPHQWRIJXDUDQWHHVRUVHFXULW\LQWHUHVWVPDWHULDOMXGJPHQWVDQGFKDQJHRIFRQWURO
7KHUHZHUHQRERUURZLQJVRXWVWDQGLQJXQGHUWKHFUHGLWIDFLOLW\ DW-DQXDU\RU-DQXDU\:H
KDGQRRSHQFRPPHUFLDOOHWWHUVRIFUHGLWRXWVWDQGLQJXQGHURXUVHFXUHGUHYROYLQJFUHGLWIDFLOLW\DW-DQXDU\
RU-DQXDU\
$GGLWLRQDOO\RQ2FWREHUZHHQWHUHGLQWRDFUHGLWIDFLOLW\ZLWK8%66ZLW]HUODQG$*RIXS
WRPLOOLRQ(XUR PLOOLRQDVRI-DQXDU\ ZKLFKPD\EHXVHGWRJXDUDQWHHSD\PHQWRIOHWWHUVRI
FUHGLW(LWKHUSDUW\KDVDULJKWWRWHUPLQDWHWKLVFUHGLWDJUHHPHQWDWDQ\WLPHZLWKLPPHGLDWHHIIHFW7KHFUHGLW
IDFLOLW\EHDUVLQWHUHVWDW7KHUHZHUHQRERUURZLQJVRXWVWDQGLQJXQGHUWKHVHFXUHGFUHGLWDJUHHPHQWDW-DQXDU\




/HDVHV
$W-DQXDU\ZHKDGRSHUDWLQJOHDVHVIRURXUUHWDLOVWRUHVFHUWDLQGLVWULEXWLRQDQGIXOILOOPHQWIDFLOLWLHV
YHKLFOHVDQGHTXLSPHQW2XUUHPDLQLQJOHDVHWHUPVYDU\IURPRQHPRQWKWRWHQ\HDUVZLWKYDU\LQJUHQHZDODQG
WHUPLQDWLRQRSWLRQV$W-DQXDU\DQG-DQXDU\WKHZHLJKWHGDYHUDJHRIWKHUHPDLQLQJOHDVHWHUP
ZDV\HDUVDQG\HDUVUHVSHFWLYHO\DQGWKHZHLJKWHGDYHUDJHRSHUDWLQJOHDVHGLVFRXQWUDWHZDVDQG
UHVSHFWLYHO\
7KHIROORZLQJWDEOHSUHVHQWVFRPSRQHQWVRIOHDVHH[SHQVH LQWKRXVDQGV 
<HDU(QGHG
-DQXDU\ 
-DQXDU\ 

2SHUDWLQJOHDVHH[SHQVH 
9DULDEOHOHDVHH[SHQVH 
7RWDOOHDVHH[SHQVH   

  
  
 





 7RWDOOHDVHH[SHQVHGRHVQRWLQFOXGHFRPPRQDUHDPDLQWHQDQFHFKDUJHVDQGRWKHUQRQOHDVHFRPSRQHQWV
6XSSOHPHQWDOFDVKIORZLQIRUPDWLRQUHODWHGWROHDVHVLVDVIROORZV LQWKRXVDQGV 
-DQXDU\

&DVKSDLGIRUDPRXQWVLQFOXGHGLQWKHPHDVXUHPHQWRIOHDVHOLDELOLWLHV

2SHUDWLQJFDVKIORZVIURPRSHUDWLQJOHDVHV  
5LJKWRIXVHDVVHWVREWDLQHGLQH[FKDQJHIRUQHZRSHUDWLQJOHDVHOLDELOLWLHV 

-DQXDU\

  
 
 





$W-DQXDU\WKHPDWXULWLHVRIRXURSHUDWLQJOHDVHVOLDELOLWLHVDUHDVIROORZV
D
LQWKRXVDQGV 
)LVFDO
)LVFDO
)LVFDO
)LVFDO
)LVFDO
7KHUHDIWHU
7RWDOPLQLPXPOHDVHSD\PHQWV 
/HVVLQWHUHVW 
3UHVHQWYDOXHRIOHDVHREOLJDWLRQV
/HVVFXUUHQWSRUWLRQ 
/RQJWHUPOHDVHREOLJDWLRQV  

























 $PRXQWVLQWKHWDEOHGRQRWLQFOXGHFRQWLQJHQWUHQWFRPPRQDUHDPDLQWHQDQFHFKDUJHVDQGRWKHUQRQ
OHDVHFRPSRQHQWV
$W-DQXDU\ZHKDYHH[FOXGHGIURPWKHWDEOHDERYHPLOOLRQRIRSHUDWLQJOHDVHVWKDWZHUH
FRQWUDFWXDOO\H[HFXWHGEXWKDYHQRW\HWFRPPHQFHG7KHVHRSHUDWLQJOHDVHVDUHH[SHFWHGWRFRPPHQFHLQILVFDO




&RPPLWPHQWVDQG&RQWLQJHQFLHV



3XUFKDVH&RPPLWPHQWV²$W-DQXDU\DQG-DQXDU\ZHKDGRXWVWDQGLQJSX
²
UFKDVHRUGHUVWR
DFTXLUHPHUFKDQGLVHIURPYHQGRUVRIPLOOLRQDQGPLOOLRQUHVSHFWLYHO\:HKDYHDQRSWLRQWRFDQFHO
WKHVHFRPPLWPHQWVZLWKQRQRWLFHSULRUWRVKLSPHQWH[FHSWIRUFHUWDLQSULYDWHODEHOSDFNDJLQJVXSSOLHVDQG
LQWHUQDWLRQDOSXUFKDVHRUGHUVLQZKLFKZHDUHREOLJDWHGWRUHSD\FRQWUDFWXDODPRXQWVXSRQFDQFHOODWLRQ
/LWLJDWLRQ²:HDUHLQYROYHGIURPWLPHWRWLPHLQFODLPVSURFHHGLQJVDQGOL
²
WLJDWLRQDULVLQJLQWKHRUGLQDU\FRXUVH
RIEXVLQHVV:HKDYHPDGHDFFUXDOVZLWKUHVSHFWWRWKHVHPDWWHUVZKHUHDSSURSULDWHZKLFKDUHUHIOHFWHGLQRXU
FRQVROLGDWHGILQDQFLDOVWDWHPHQWV)RUVRPHPDWWHUVWKHDPRXQWRIOLDELOLW\LVQRWSUREDEOHRUWKHDPRXQWFDQQRWEH
Q
UHDVRQDEO\HVWLPDWHGDQGWKHUHIRUHDFFUXDOVKDYHQRWEHHQPDGH:HPD\HQWHULQWRGLVFXVVLRQVUHJDUGLQJVHWWOHPHQWRI
WKHVHPDWWHUVDQGPD\HQWHULQWRVHWWOHPHQWDJUHHPHQWVLIZH EHOLHYHVHWWOHPHQWLVLQWKHEHVWLQWHUHVWRIRXUVKDUHKROGHUV
$SXWDWLYHFODVVDFWLRQ Alexia Herrera, on behalf of herself and all other similarly situated, v. Zumiez Inc.ZDVILOHG
DJDLQVWXVLQWKH(DVWHUQ'LVWULFW&RXQWRI&DOLIRUQLD6DFUDPHQWR'LYLVLRQXQGHUFDVHQXPEHUFY6%LQ
$XJXVW$OH[DQGUD%HUQDOILOHGWKHLQLWLDOFRPSODLQWDQGWKHQLQ2FWREHUDGGHG$OH[LD+HUUHUDDVDQDPHG
W
SODLQWLIIDQG$OH[DQGUD%HUQDOOHIWWKHFDVH7KHSXWDWLYHFODVVDFWLRQODZVXLWDJDLQVWXVDOOHJHVDPRQJRWKHUWKLQJV
YDULRXVYLRODWLRQVRI&DOLIRUQLD¶VZDJHDQGKRXUODZVLQFOXGLQJDOOHJHGYLRODWLRQVRIIDLOXUHWRSD\UHSRUWLQJWLPH,Q
0D\ZHPRYHGIRUMXGJPHQWRQWKHSOHDGLQJVLQWKDWSODLQWLII¶VFDXVHRIDFWLRQIRUUHSRUWLQJWLPHSD\VKRXOGIDLODV
DPDWWHURIODZDVWKHSODLQWLIIDQGWKHRWKHUSXWDWLYHFODVVPHPEHUVGLGQRW³UHSRUWIRUZRUN´ZLWKUHVSHFWWRFHUWDLQVKLIWV
RQZKLFKWKHSODLQWLII¶VFODLPVDUHEDVHG,Q$XJXVWWKHFRXUWGHQLHGWKHPRWLRQ+RZHYHULQ2FWREHUWKH
GLVWULFWFRXUWFHUWLILHGWKHRUGHUGHQ\LQJWKHPRWLRQIRUMXGJPHQWRQWKHSOHDGLQJVIRULPPHGLDWHLQWHUORFXWRU\UHYLHZE\
WKH8QLWHG6WDWHV&RXUWRI$SSHDOVIRUWKH1LQWK&LUFXLW:HWKHQILOHGDSHWLWLRQIRUSHUPLVVLRQWRDSSHDOWKHRUGHU
W
GHQ\LQJWKHPRWLRQIRUMXGJPHQWRQWKHSOHDGLQJVZLWKWKH8QLWHG6WDWHV&RXUWRI$SSHDOVIRUWKH1LQWK&LUFXLWZKLFK
SHWLWLRQZDVWKHQJUDQWHGLQ-DQXDU\2XURSHQLQJDSSHOODWHEULHIZDVILOHGLQ-XQHDQGWKHSODLQWLII¶V
D
DQVZHULQJDSSHOODWHEULHIZDVILOHGLQ$XJXVW2XUUHSO\EULHIWRWKH3ODLQWLII¶VDQVZHULQJDSSHOODWHEULHIZDVILOHGLQ
6HSWHPEHUDQGRUDODUJXPHQWVZHUHFRPSOHWHGLQ)HEUXDU\2Q0D\WKH8QLWHG6WDWHV&RXUWRI
$SSHDOVIRUWKH1LQWK&LUFXLWJUDQWHGRXUPRWLRQIRUOHDYHWRILOHDVXSSOHPHQWDOEULHIDGGUHVVLQJQHZDXWKRULW\2Q-XQH
I
WKHSODLQWLII¶VVXSSOHPHQWDODQVZHULQJEULHIZDVILOHGZLWKWKH8QLWHG6WDWHV&RXUWRI$SSHDOVIRUWKH1LQWK
&LUFXLW:HWKHQILOHGRXUVXSSOHPHQWDOUHSO\EULHIWRWKHSODLQWLII¶VVXSSOHPHQWDODQVZHULQJEULHIZLWKWKH8QLWHG6WDWHV
&RXUWRI$SSHDOVIRUWKH1LQWK&LUFXLWRQ-XQH2Q0DUFKWKH8QLWHG6WDWHV&RXUWRI$SSHDOVIRUWKH
1LQWK&LUFXLWSXEOLVKHGLWVRSLQLRQ L DIILUPLQJWKH'LVWULFW&RXUW¶VGHQLDORIMXGJPHQWRQWKHSOHDGLQJVRQSODLQWLII¶V
UHSRUWLQJWLPHSD\DQGPLQLPXPZDJHFODLPV LL UHYHUVLQJWKH 'LVWULFW&RXUW¶VGHQLDORIMXGJPHQWRQWKHSOHDGLQJVRQ
SODLQWLII¶VH[SHQVHUHLPEXUVHPHQWFODLPDQG LLL UHIXVLQJWRFHUWLI\WKHUHSRUWLQJWLPHSD\TXHVWLRQWRWKH&DOLIRUQLD
6XSUHPH&RXUW2Q$SULOZHILOHGDSHWLWLRQIRUUHKHDULQJHQEDQFWRFHUWLI\WKHUHSRUWLQJWLPHSD\TXHVWLRQWRWKH
&DOLIRUQLD6XSUHPH&RXUWDQGRQ$SULOSODLQWLIIILOHGDUHVSRQVHWRRXUSHWLWLRQIRUUHKHDULQJHQEDQF:HLQWXUQ
ILOHGDUHSO\LQVXSSRUWRIRXUSHWLWLRQIRUUHKHDULQJHQEDQFRQ0D\2Q0D\WKH8QLWHG6WDWHV&RXUWRI
$SSHDOVIRUWKH1LQWK&LUFXLWGHQLHGRXUSHWLWLRQIRUUHKHDULQJ
J HQEDQF7KHFDVHZDVUHPDQGHGWRWKH(DVWHUQ'LVWULFWRI
&DOLIRUQLD6DFUDPHQWRIRUIXUWKHUSURFHHGLQJV7KHSDUWLHVKHOGPHGLDWLRQZLWKDSULYDWHPHGLDWRURQ-XQH7KH
SDUWLHVUHDFKHGDUHVROXWLRQLQSULQFLSOHIRUDOOFODVVFODLPVZKLFKZLOOEHVXEMHFWWRWKHFRXUW¶VDSSURYDO:HDQWLFLSDWH
VXEPLWWLQJWKHVHWWOHPHQWIRUWKHFRXUW¶VDSSURYDOZLWKLQWKHQH[WWRGD\V7KHHVWLPDWHGVHWWOHPHQWRIPLOOLRQ
ZDVUHFRUGHGLQVHOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHVRQWKHFRQVROLGDWHGVWDWHPHQWRIRSHUDWLRQVIRUWKH\HDU
Q
HQGHG-DQXDU\DQGLQRWKHUOLDELOLWLHVRQWKHFRQVROLGDWHGEDODQFHVKHHWDVRI-DQXDU\
,QVXUDQFH5HVHUYHV²:HXVHDFRPELQDWLRQRIWKLUGSDUW\LQVXUDQFHDQGVHOILQVXUDQF
²
HIRUDQXPEHURIULVN
PDQDJHPHQWDFWLYLWLHVLQFOXGLQJZRUNHUV¶FRPSHQVDWLRQJHQHUDO OLDELOLW\DQGHPSOR\HHUHODWHGKHDOWKFDUHEHQHILWV:H
PDLQWDLQUHVHUYHVIRURXUVHOILQVXUHGORVVHVZKLFKDUHHVWLPDWHGEDVHGRQDFWXDULDOEDVHGDQDO\VLVRIKLVWRULFDOFODLPV
D
H[SHULHQFH7KHVHOILQVXUDQFHUHVHUYHIRUILVFDO\HDUVHQGHG-DQXDU\DQG-DQXDU\ZDVPLOOLRQDQG




)DLU9DOXH0HDVXUHPHQWV
:HDSSO\WKHIROORZLQJIDLUYDOXHKLHUDUFK\ZKLFKSULRULWL]HVWKHLQSXWVXVHGWRPHDVXUHIDLUYDOXHLQWRWKUHH
OHYHOVDQGEDVHVWKHFDWHJRUL]DWLRQZLWKLQWKHKLHUDUFK\XSRQWKHORZHVWOHYHORILQSXWWKDWLVDYDLODEOHDQG
VLJQLILFDQWWRWKHIDLUYDOXHPHDVXUHPHQW
•

/HYHO²4XRWHGSULFHVLQDFWLYHPDUNHWVIRULGHQWLFDODVVHWVRUU OLDELOLWLHV

•

/HYHO²4XRWHGSULFHVIRUVLPLODUDVVHWVRUOLDELOLWLHVLQDFWLYHPDUNHWVRULQSXWVWKDWDUHREVHUYDEOHDQG

•

/HYHO²,QSXWVWKDWDUHXQREVHUYDEOH

7KHIROORZLQJWDEOHVVXPPDUL]HDVVHWVPHDVXUHGDWIDLUYDOXHRQDUHFXUULQJEDVLV LQWKRXVDQGV 




&DVKHTXLYDOHQWV

0RQH\PDUNHWIXQGV 

0DUNHWDEOHVHFXULWLHV
86WUHDVXU\DQGJRYHUQPHQW
DJHQF\VHFXULWLHV 
&RUSRUDWHGHEWVHFXULWLHV
6WDWHDQGORFDOJRYHUQPHQWVHFXULWLHV
/RQJWHUPRWKHUDVVHWV

0RQH\PDUNHWIXQGV 
7RWDO



/HYHO
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&DVKHTXLYDOHQWV

0RQH\PDUNHWIXQGV 
&RUSRUDWHGHEWVHFXULWLHV

0DUNHWDEOHVHFXULWLHV
86WUHDVXU\DQGJRYHUQPHQW
DJHQF\VHFXULWLHV 
&RUSRUDWHGHEWVHFXULWLHV
6WDWHDQGORFDOJRYHUQPHQWVHFXULWLHV
/RQJWHUPRWKHUDVVHWV

0RQH\PDUNHWIXQGV 
7RWDO

-DQXDU\

/HYHO  

/HYHO

/HYHO
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²

-DQXDU\

/HYHO  
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/HYHO
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²

7KH/HYHOPDUNHWDEOHVHFXULWLHVSULPDULO\LQFOXGH86WUHDVXU\DQGJRYHUQPHQWDJHQF\VHFXULWLHVFRUSRUDWH
U
GHEWVHFXULWLHVVWDWHDQGORFDOPXQLFLSDOVHFXULWLHVDQGYDULDEOHUDWHGHPDQGQRWHV)DLUYDOXHVDUHEDVHGRQTXRWHG
PDUNHWSULFHVIRUVLPLODUDVVHWVRUOLDELOLWLHVRUGHWHUPLQHGXVLQJLQSXWVWKDWXVHUHDGLO\REVHUYDEOHPDUNHWGDWDWKDW
DUHDFWLYHO\TXRWHGDQGFDQEHYDOLGDWHGWKURXJKH[WHUQDOVRXUFHVLQFOXGLQJWKLUGSDUW\SULFLQJVHUYLFHVEURNHUVDQG
PDUNHWWUDQVDFWLRQV:HUHYLHZWKHSULFLQJWHFKQLTXHVDQGPHWKRGRORJLHVRIWKHLQGHSHQGHQWSULFLQJVHUYLFHIRU
/HYHOLQYHVWPHQWVDQGEHOLHYHWKDWLWVSROLFLHVDGHTXDWHO\FRQVLGHUPDUNHWDFWLYLW\HLWKHUEDVHGRQVSHFLILF
WUDQVDFWLRQVIRUWKHVHFXULW\YDOXHGRUEDVHGRQPRGHOLQJRIVHFXULWLHVZLWKVLPLODUFUHGLWTXDOLW\GXUDWLRQ\LHOGDQG
VWUXFWXUHWKDWZHUHUHFHQWO\WUDGHG:HPRQLWRUVHFXULW\VSHFLILFYDOXDWLRQWUHQGVDQGZHPDNHLQTXLULHVZLWKWKH
SULFLQJVHUYLFHDERXWPDWHULDOFKDQJHVRUWKHDEVHQFHRIH[SHFWHGFKDQJHVWRXQGHUVWDQGWKHXQGHUO\LQJIDFWRUVDQG
LQSXWVDQGWRYDOLGDWHWKHUHDVRQDEOHQHVVRIWKHSULFLQJ



$VVHWVDQGOLDELOLWLHVUHFRJQL]HGRUGLVFORVHGDWIDLUYDOXHRQWKHFRQVROLGDWHGILQDQFLDOVWDWHPHQWVRQD
QRQUHFXUULQJEDVLVLQFOXGHLWHPVVXFKDVIL[HGDVVHWVRSHUDWLQJOHDVHULJKWRIXVHDVVHWVJRRGZLOORWKHULQWDQJLEOH
DVVHWVDQGRWKHUDVVHWV7KHVHDVVHWVDUHPHDVXUHGDWIDLUYDOXHLIGHWHUPLQHGWREHLPSDLUHG:HUHFRUGHG
LPSDLUPHQWFKDUJHVIRURSHUDWLQJOHDVHULJKWRIXVHDVVHWVRIPLOOLRQLQFRVWVRIVDOHVDQGLPSDLUPHQWFKDUJHV
IRUIL[HGDVVHWVRIPLOOLRQLQVHOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHVRQWKHFRQVROLGDWHGVWDWHPHQWRI
LQFRPHIRUWKH\HDUHQGHG-DQXDU\:HUHFRUGHGLPSDLUPHQWFKDUJHVIRURSHUDWLQJULJKWRIXVHDVVHWVRI
PLOOLRQLQFRVWVRIVDOHVDQGLPSDLUPHQWFKDUJHVIRUIL[HGDVVHWVRIPLOOLRQLQVHOOLQJJHQHUDODQG
G
DGPLQLVWUDWLYHH[SHQVHVRQWKHFRQVROLGDWHGVWDWHPHQWRILQFRPHIRUWKH\HDUHQGHG-DQXDU\
6WRFNKROGHUV¶(TXLW\
²
VHRIXSWRDQ
6KDUH5HSXUFKDVH²,Q'HFHPEHURXU%RDUGRI'LUHFWRUVDSSURYHGWKHUHSXUFKD
DJJUHJDWHRIPLOOLRQRIFRPPRQVWRFN7KHUHSXUFKDVHVZLOOEHPDGHIURPWLPHWRWLPHRQWKHRSHQPDUNHWDW
SUHYDLOLQJPDUNHWSULFHV7KHUHSXUFKDVHSURJUDPLVH[SHFWHGWRFRQWLQXHWKURXJKWKHILVFDO\HDUWKDWZLOOHQG
RQ-DQXDU\XQOHVVWKHWLPHSHULRGLVH[WHQGHGRUVKRUWHQHGE\WKH%RDUGRI'LUHFWRUV7KHUHSXUFKDVH
SURJUDPVXSHUVHGHVDOOSUHYLRXVO\DSSURYHGDQGDXWKRUL]HGVWRFNUHSXUFKDVHSURJUDPVLQFOXGLQJWKHUHSXUFKDVH
N
SURJUDPVSUHYLRXVO\DSSURYHGE\WKH%RDUGRI'LUHFWRUVRQ6HSWHPEHUDQG'HFHPEHU$VRI
-DQXDU\WKHUHUHPDLQVPLOOLRQDYDLODEOHWRUHSXUFKDVHFRPPRQVWRFNXQGHUWKHVKDUHUHSXUFKDVH
SURJUDP
7KHIROORZLQJWDEOHVXPPDUL]HVFRPPRQVWRFNUHSXUFKDVHDFWLYLW\GXULQJWKHILVFDO\HDUHQGHG-DQXDU\ LQ
WKRXVDQGVH[FHSWSHUVKDUHDPRXQWV 
1XPEHURIVKDUHVUHSXUFKDVHG 
$YHUDJHSULFHSHUVKDUHRIUHSXUFKDVHGVKDUHV ZLWKFRPPLVVLRQ  
7RWDOFRVWRIVKDUHVUHSXUFKDVHG 





$FFXPXODWHG2WKHU&RPSUHKHQVLYH /RVV ,QFRPH²7KHFRPSRQHQWRIDFFXPXODWHGRWKHUFRPSUHKHQVLYH
ORVV LQFRPHDQGWKHDGMXVWPHQWVWRRWKHUFRPSUHKHQVLYH ORVV LQFRPHIRUDPRXQWVUHFODVVLILHGIURPDFFXPXODWHG
RWKHUFRPSUHKHQVLYH ORVV LQFRPHLQWRQHWLQFRPHLVDVIROORZV LQWKRXVDQGV 
)RUHLJQ
FXUUHQF\
1HWXQUHDOL]HG
WUDQVODWLRQ
JDLQV ORVVHV RQ
$FFXPXODWHGRWKHU
DGMXVWPHQWV
DYDLODEOHIRU
FRPSUHKHQVLYH ORVV 

 VDOHLQYHVWPHQWV  
LQFRPH


%DODQFHDW)HEUXDU\ 
2WKHUFRPSUHKHQVLYHORVVQHW   
%DODQFHDW)HEUXDU\ 
2WKHUFRPSUHKHQVLYHLQFRPHQHW   
%DODQFHDW-DQXDU\ 
2WKHUFRPSUHKHQVLYHORVVQHW   
%DODQFHDW-DQXDU\ 












  
  
  
  
  
  
  

  
  
  
  
  
  
  









2WKHUFRPSUHKHQVLYHORVVEHIRUHUHFODVVLILFDWLRQVZDVPLOOLRQQHWRIWD[HVIRUQHWXQUHDOL]HGORVVHV
IRUQHWXQUHDOL]HGORVVHV
RQDYDLODEOHIRUVDOHLQYHVWPHQWVIRUWKHILVFDO\HDUHQGHG-DQXDU\7KHUHZHUHPLOOLRQQHW
PLOOLRQQHW
XQUHDOL]HGORVVHVQHWRIWD[HVUHFODVVLILHGIURPDFFXPXODWHGRWKHUFRPSUHKHQVLYHORVVIRUWKH\HDUHQGHGG
-DQXDU\
2WKHUFRPSUHKHQVLYHLQFRPHEHIRUHUHFODVVLILFDWLRQVZDVPLOOLRQQHWRIWD[HVIRUQHWXQUHDOL]HG
JDLQVRQDYDLODEOHIRUVDOHLQYHVWPHQWVIRUWKHILVFDO\HDUVHQGHG-DQXDU\DQG)HEUXDU\
DQGPLOOLRQDQGPLOOLRQQHWRIWD[HVIRUQHWXQUHDOL]HGJDLQVUHFODVVLILHGIURPDFFXPXODWHG
RWKHUFRPSUHKHQVLYHLQFRPH ORVV IRUWKHILVFDO\HDUVHQGHG-DQXDU\DQG)HEUXDU\
UHVSHFWLYHO\





)RUHLJQFXUUHQF\WUDQVODWLRQDGMXVWPHQWVDUHQRWDGMXVWHGIRULQFRPHWD[HVDVWKH\UHODWHWRSHUPDQHQW
LQYHVWPHQWVLQRXULQWHUQDWLRQDOVHFXULWLHV

(TXLW\$ZDUGV
*HQHUDO²:HPDLQWDLQVHYHUDOHTXLW\LQFHQWLYHSODQVXQGHUZKLFKZHPD\JUDQWLQFHQWLYHVWRFNRSWLRQV
QRQTXDOLILHGVWRFNRSWLRQVVWRFNERQXVHVUHVWULFWHGVWRFNDZDUGVUHVWULFWHGVWRFNXQLWVDQGVWRFNDSSUHFLDWLRQ
ULJKWVWRHPSOR\HHV LQFOXGLQJRIILFHUV QRQHPSOR\HHGLUHFWRUVDQGFRQVXOWDQWV
6WRFN%DVHG&RPSHQVDWLRQ²7RWDOVWRFNEDVHGFRPSHQVDWLRQH[SHQVHLVUHFRJQL]HGRQRXUFRQVROLGDWHG
LQFRPHVWDWHPHQWVDVIROORZV LQWKRXVDQGV 


)LVFDO<HDU(QGHG

-DQXDU\ -DQXDU\ )HEUXDU\

&RVWRIJRRGVVROG
6HOOLQJJHQHUDODQGDGPLQLVWUDWLYHH[SHQVHV 
7RWDOVWRFNEDVHGFRPSHQVDWLRQH[SHQVH 













$W-DQXDU\WKHUHZDVPLOOLRQRIWRWDOXQUHFRJQL]HGFRPSHQVDWLRQFRVWUHODWHGWRXQYHVWHGVWRFN
RSWLRQVDQGUHVWULFWHGVWRFN7KLVFRVWKDVDZHLJKWHGDYHUDJHUHFRJQLWLRQSHULRGRI\HDUV
5HVWULFWHG(TXLW\$ZDUGV²7KHIROORZLQJWDEOHVXPPDUL]HVWKHDFWLYLW\RIUHVWULFWHGVWRFN
N DZDUGVDQG
UHVWULFWHGVWRFNXQLWVFROOHFWLYHO\GHILQHGDV³UHVWULFWHGHTXLW\DZDUGV´ LQWKRXVDQGVH[FHSWJUDQWGDWHZHLJKWHG
DYHUDJHIDLUYDOXH 
*UDQW'DWH
:HLJKWHG
5HVWULFWHG(TXLW\ $YHUDJH)DLU
$ZDUGV
9DOXH


2XWVWDQGLQJDW)HEUXDU\ 
*UDQWHG 
9HVWHG  
)RUIHLWHG 
2XWVWDQGLQJDW)HEUXDU\ 
*UDQWHG 
9HVWHG  
)RUIHLWHG 
2XWVWDQGLQJDW-DQXDU\
*UDQWHG 
9HVWHG  
)RUIHLWHG 
2XWVWDQGLQJDW-DQXDU\

  
  
  
  
  
  
  
  
  
  
  
  
  

,QWULQVLF
9DOXH

 

 

 

 
 

 

 

 
 

 

 

 
 

7KHIROORZLQJWDEOHVXPPDUL]HVDGGLWLRQDOLQIRUPDWLRQUHODWHGWRUHVWULFWHGHTXLW\DZDUGVDFWLYLW\ LQ
WKRXVDQGV 


)LVFDO<HDU(QGHG
-DQXDU\ -DQXDU\ )HEUXDU\

9HVWGDWHIDLUYDOXHRIUHVWULFWHG
VWRFNYHVWHG  









6WRFN2SWLRQV²:HKDGPLOOLRQVWRFNRSWLRQVRXWVWDQGLQJDW-DQXDU\-DQXDU\DQG
)HEUXDU\ZLWKDJUDQWGDWHZHLJKWHGDYHUDJHH[HUFLVHSULFHRIDQGUHVSHFWLYHO\
(PSOR\HH6WRFN3XUFKDVH3ODQ²:HRIIHUDQ(PSOR\HH6WRFN3XUFKDVH3ODQ ³(633´ IRUHOLJLEOH
HPSOR\HHVWRSXUFKDVHRXUFRPPRQVWRFNDWDGLVFRXQWRIWKHOHVVHURIIDLUPDUNHWYDOXHRIWKHVWRFNRQWKH
ILUVWEXVLQHVVGD\RUWKHODVWEXVLQHVVGD\RIWKHRIIHULQJSHULRGVXEMHFWWRPD[LPXPFRQWULEXWLRQWKUHVKROGV7KH
QXPEHURIVKDUHVLVVXHGXQGHURXU(633ZDVOHVVWKDQPLOOLRQIRUHDFKRIWKHILVFDO\HDUVHQGHG-DQXDU\
-DQXDU\DQG)HEUXDU\
,QFRPH7D[HV
7KHFRPSRQHQWVRIHDUQLQJVEHIRUHLQFRPHWD[HVDUH LQWKRXVDQGV 


)LVFDO<HDU(QGHG

-DQXDU\  -DQXDU\  )HEUXDU\ 

8QLWHG6WDWHV 
)RUHLJQ 
7RWDOHDUQLQJVEHIRUHLQFRPHWD[HV  

 
 
 

 
 
 





7KHFRPSRQHQWVRIWKHSURYLVLRQIRULQFRPHWD[HVDUH LQWKRXVDQGV 
)LVFDO<HDU(QGHG
-DQXDU\  -DQXDU\  )HEUXDU\ 



&XUUHQW
 
)HGHUDO
6WDWHDQGORFDO 
)RUHLJQ 
7RWDOFXUUHQW 
'HIHUUHG

)HGHUDO
6WDWHDQGORFDO 
)RUHLJQ 
7RWDOGHIHUUHG 
3URYLVLRQIRULQFRPHWD[HV 

  
 
 
 
 
 
 
 
 
 
 

  
 
 
 
 
 
 
 
 
 
 













7KHUHFRQFLOLDWLRQRIWKHLQFRPHWD[SURYLVLRQDWWKH86IHGHUDOVWDWXWRU\UDWHWRRXUHIIHFWLYHLQFRPHWD[UDWH
LVDVIROORZV
)LVFDO<HDU(QGHG

-DQXDU\ -DQXDU\ )HEUXDU\



86IHGHUDOVWDWXWRU\WD[UDWH
6WDWHDQGORFDOLQFRPHWD[HVQHWRIIHGHUDOHIIHFW
&KDQJHLQYDOXDWLRQDOORZDQFH 
)RUHLJQHDUQLQJVQHW
6WRFNEDVHGFRPSHQVDWLRQ 
2WKHU
(IIHFWLYHWD[UDWH





 
 
 
 
 



 
 
 
 
 










7KHFRPSRQHQWVRIGHIHUUHGLQFRPHWD[HVDUH LQWKRXVDQGV 
-DQXDU\   -DQXDU\

'HIHUUHGWD[DVVHWV

/HDVH/LDELOLW\ 
1HWRSHUDWLQJORVVHV
(PSOR\HHEHQHILWVLQFOXGLQJVWRFNEDVHGFRPSHQVDWLRQ 
$FFUXHGOLDELOLWLHV
,QYHQWRU\ 
2WKHU 
7RWDOGHIHUUHGWD[DVVHWV
'HIHUUHGWD[OLDELOLWLHV

3URSHUW\DQGHTXLSPHQW
5LJKWRI8VH$VVHW
*RRGZLOODQGRWKHULQWDQJLEOHV 
2WKHU 
7RWDOGHIHUUHGWD[OLDELOLWLHV 
1HWYDOXDWLRQDOORZDQFHV 
1HWGHIHUUHGWD[DVVHWV 



















 
 
 
 
 
 
 

 
 
 
 
 
 
 



































HUDWLQJORVVFDUU\RYHUVWKDWFRXOGEHXWLOL]HG
WRUHGXFHIXWXUH\HDUV¶WD[OLDELOLWLHVRIPLOOLRQDQGPLOOLRQUHVSHFWLYHO\7KHWD[HIIHFWHGIRUHLJQQHW
RSHUDWLQJORVVFDUU\RYHUVZHUHPLOOLRQDQGPLOOLRQDW-DQXDU\DQG-DQXDU\
UHVSHFWLYHO\7KHQHWRSHUDWLQJORVVFDUU\RYHUVKDYHDQLQGHILQLWHFDUU\IRUZDUGSHULRGDQGFXUUHQWO\ZLOOQRWH[SLUH
$W-DQXDU\DQG-DQXDU\ZHKDGYDOXDWLRQDOORZDQFHVRQRXUGHIHUUHGWD[DVVHWVRI
PLOOLRQDQGPLOOLRQUHVSHFWLYHO\SULPDULO\GXHWRWKHXQFHUWDLQW\RIWKHUHDOL]DWLRQRIFHUWDLQGHIHUUHGWD[
DVVHWVUHODWHGWRIRUHLJQQHWRSHUDWLQJORVVFDUU\RYHUV
:HILOHLQFRPHWD[UHWXUQVLQWKH86IHGHUDOMXULVGLFWLRQDQGYDULRXVVWDWHDQGIRUHLJQMXULVGLFWLRQV2XU86
G
IHGHUDOLQFRPHWD[UHWXUQVDUHQRORQJHUVXEMHFWWRH[DPLQDWLRQIRU\HDUVEHIRUHILVFDO\HDUDQGZLWKIHZ
H[FHSWLRQVZHDUHQRORQJHUVXEMHFWWR86VWDWHH[DPLQDWLRQVIRU\HDUVEHIRUHILVFDO:HDUHQRORQJHU
VXEMHFWWRH[DPLQDWLRQIRUDOOIRUHLJQLQFRPHWD[UHWXUQVEHIRUHILVFDO
(DUQLQJVSHU6KDUH%DVLFDQG'LOXWHG
7KHIROORZLQJWDEOHVHWVIRUWKWKHFRPSXWDWLRQRIEDVLFDQGGLOXWHGHDUQLQJVSHUVKDUH LQWKRXVDQGVH[FHSW
SHUVKDUHDPRXQWV 
)LVFDO<HDU(QGHG
 -DQXDU\  -DQXDU\  )HEUXDU\ 

1HWLQFRPH  
:HLJKWHGDYHUDJHFRPPRQVKDUHVIRUEDVLFHDUQLQJVSHUVKDUH
'LOXWLYHHIIHFWRIVWRFNRSWLRQVDQGUHVWULFWHGVWRFN 
:HLJKWHGDYHUDJHFRPPRQVKDUHVIRUGLOXWHGHDUQLQJV
SHUVKDUH  
%DVLFHDUQLQJVSHUVKDUH 
'LOXWHGHDUQLQJVSHUVKDUH  





 
 
 

 
 
 









 
 
 

 
 
 





7RWDODQWLGLOXWLYHFRPPRQVWRFNRSWLRQVQRWLQFOXGHGLQWKHFDOFXODWLRQRIGLOXWHGHDUQLQJVSHUVKDUHZDV
PLOOLRQIRUWKHILVFDO\HDUHQGHG-DQXDU\DQGOHVVWKDQPLOOLRQIRUILVFDO\HDUVHQGHG-DQXDU\
DQG)HEUXDU\UHVSHFWLYHO\



5HODWHG3DUW\7UDQVDFWLRQV
7KH=XPLH])RXQGDWLRQLVDFKDULWDEOHEDVHGQRQSURILWRUJDQL]DWLRQIRFXVHGRQPHHWLQJYDULRXVQHHGVRIWKH
XQGHUSULYLOHJHG2XU&KDLUPDQRIWKH%RDUGLVDOVRWKH3UHVLGHQWRIWKH=XPLH])RXQGDWLRQ:HFRPPLWWHG
FKDULWDEOHFRQWULEXWLRQVWRWKH=XPLH])RXQGDWLRQRIPLOOLRQPLOOLRQDQGPLOOLRQIRUWKHILVFDO\HDUV
HQGHG-DQXDU\-DQXDU\DQG)HEUXDU\UHVSHFWLYHO\:HKDGDFFUXHGFKDULWDEOH
FRQWULEXWLRQVSD\DEOHWRWKH=XPLH])RXQGDWLRQRIPLOOLRQDQGPLOOLRQDW-DQXDU\DQG-DQXDU\
UHVSHFWLYHO\
6HJPHQW5HSRUWLQJ
2XURSHUDWLQJVHJPHQWVKDYHEHHQDJJUHJDWHGDQGDUHUHSRUWHGDVRQHUHSRUWDEOHVHJPHQWEDVHGRQWKHVLPLODU
QDWXUHRISURGXFWVVROGSURGXFWLRQPHUFKDQGLVLQJDQGGLVWULEXWLRQSURFHVVHVLQYROYHGWDUJHWFXVWRPHUVDQG
HFRQRPLFFKDUDFWHULVWLFV
7KHIROORZLQJWDEOHLVDVXPPDU\RISURGXFWFDWHJRULHVDVDSHUFHQWDJHRIPHUFKDQGLVHVDOHV
)LVFDO<HDU(QGHG

-DQXDU\ -DQXDU\ )HEUXDU\



0HQ V$SSDUHO  
+DUGJRRGV  
$FFHVVRULHV 
)RRWZHDU 
:RPHQ V$SSDUHO  
7RWDO  

 
 
 
 
 
 

 
 
 
 
 
 








7KHIROORZLQJWDEOHVSUHVHQWVXPPDUL]HGJHRJUDSKLFDOLQIRUPDWLRQ LQWKRXVDQGV 
)LVFDO<HDU(QGHG
-DQXDU\ -DQXDU\ )HEUXDU\



1HWVDOHV  
 
8QLWHG6WDWHV  
)RUHLJQ  
7RWDOQHWVDOHV  

 




 









-DQXDU\ -DQXDU\ 

/RQJOLYHGDVVHWV  
 
8QLWHG6WDWHV  
)RUHLJQ  
7RWDOORQJOLYHGDVVHWV  



 









1HWVDOHVDUHDOORFDWHGEDVHGRQWKHORFDWLRQLQZKLFKWKHVDOHZDVRULJLQDWHG6WRUHVDOHVDUHDOORFDWHG
EDVHGRQWKHORFDWLRQRIWKHVWRUHDQGHFRPPHUFHVDOHVDUHDOORFDWHGWRWKH86IRUVDOHVRQ]XPLH]FRP
DQGWRIRUHLJQIRUVDOHVRQ]XPLH]FDEOXHWRPDWRFRPDQGIDVWWLPHVFRPDX
/RQJOLYHGDVVHWVLQFOXGHIL[HGDVVHWVQHWDQGRSHUDWLQJOHDVHULJKWRIXVHDVVHWV

6XEVHTXHQW(YHQWV
6XEVHTXHQWWR-DQXDU\ZHUHSXUFKDVHGPLOOLRQRIRXUFRPPRQVWRFNDWDQDYHUDJHSULFHRI
WRWDOLQJPLOOLRQSXUVXDQWWRWKHVKDUHUHSXUFKDVHSURJUDPDSSURYHGLQ'HFHPEHU7KHUH
UHPDLQVPLOOLRQDYDLODEOHWRUHSXUFKDVHFRPPRQVWRFNXQGHUWKHVKDUHUHSXUFKDVHSURJUDP



(;+,%,7,1'(;


$UWLFOHVRI,QFRUSRUDWLRQ>,QFRUSRUDWHGE\UHIHUHQFHWR([KLELWWRWKH&RPSDQ\¶V5HJLVWUDWLRQ
6WDWHPHQWRQ)RUP6 ILOH1R @



%\ODZVDVDPHQGHGDQGUHVWDWHG0D\DQG$PHQGPHQW1RGDWHGDVRI0D\WR
%\ODZVRI=XPLH],QF DVSUHYLRXVO\$PHQGHGDQG5HVWDWHGDVRI0D\>,QFRUSRUDWHGE\
I
UHIHUHQFHWR([KLELWWRWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHGRQ0D\DQG([KLELW
WRWKH&RPSDQ\¶V)RUP.ILOHGRQ0D\@



)RUPRI&RPPRQ6WRFN&HUWLILFDWHRI=XPLH],QF>,QFRUSRUDWHGE\UHIHUHQFHWR([KLELWWRWKH
&RPSDQ\¶V5HJLVWUDWLRQ6WDWHPHQWRQ)RUP6 ILOH1R @



=XPLH],QF(TXLW\,QFHQWLYH3ODQDVDPHQGHGDQGUHVWDWHGHIIHFWLYH0D\>,QFRUSRUDWHGE\
G
UHIHUHQFHIURP([KLELWWRWKH)RUP.ILOHGE\WKH&RPSDQ\RQ-XQH@



=XPLH],QF(TXLW\,QFHQWLYH3ODQ>,QFRUSRUDWHGE\UHIHUHQFHWR([KLELWWRWKH&RPSDQ\¶V
&XUUHQW5HSRUWRQ)RUP.ILOHGRQ0D\@



)RUPRI5HVWULFWHG6WRFN$ZDUG$JUHHPHQWDQG7HUPVDQG&RQGLWLRQV>,QFRUSRUDWHGE\UHIHUHQFHWR
([KLELWWRWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHGRQ0D\@
G



)RUPRI6WRFN2SWLRQ$ZDUG$JUHHPHQWDQG7HUPVDQG&RQGLWLRQV>,QFRUSRUDWHGE\UHIHUHQFHWR([KLELW
WRWKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHGRQ0D\@



=XPLH],QF(PSOR\HH6WRFN3XUFKDVH3ODQ>,QFRUSRUDWHGE\UHIHUHQFHWR([KLELWWRWKH
&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHGRQ0D\@



)RUPRI,QGHPQLILFDWLRQ$JUHHPHQW>,QFRUSRUDWHGE\UHIHUHQFHWR([KLELWWRWKH&RPSDQ\¶V
&XUUHQW5HSRUWRQ)RUP.ILOHGRQ0D\@



&UHGLW$JUHHPHQWGDWHGDVRI'HFHPEHUE\DQGDPRQJ=XPLH],QF=XPLH]6HUYLFHV,QFDQG
:HOOV)DUJR%DQN1DWLRQDO$VVRFLDWLRQ>,QFRUSRUDWHGE\UHIHUHQFHWR([KLELWWRWKH)RUP.ILOHG
E\WKH&RPSDQ\RQ'HFHPEHU@

 )LUVW$PHQGPHQWWR&UHGLW$JUHHPHQWGDWHGDVRI2FWREHUE\DQGDPRQJ=XPLH],QF=XPLH]
6HUYLFHV,QFH$QG:HOOV)DUJR%DQN1DWLRQDO$VVRFLDWLRQ>,QFRUSRUDWHGE\UHIHUHQFHWR([KLELWWR
WKH&RPSDQ\¶V&XUUHQW5HSRUWRQ)RUP.ILOHGRQ2FWREHU@


6XEVLGLDULHVRIWKH&RPSDQ\



&RQVHQWRI0RVV$GDPV//3,QGHSHQGHQW5HJLVWHUHG3XEOLF$FFRXQWLQJ)LUP



&HUWLILFDWLRQRIWKH3ULQFLSDO([HFXWLYH2IILFHUSXUVXDQWWR5XOHD D G D RIWKH6HFXULWLHV
([FKDQJH$FWRIDVDPHQGHGDVDGRSWHGSXUVXDQWWR6HFWLRQRIWKH6DUEDQHV2[OH\$FWRI




&HUWLILFDWLRQRIWKH3ULQFLSDO)LQDQFLDO2IILFHU 3ULQFLSDO$FFRXQWLQJ2IILFHU SXUVXDQWWR5XOHD
 D G D RIWKH6HFXULWLHV([FKDQJH$FWRIDVDPHQGHGDVDGRSWHGSXUVXDQWWR6HFWLRQRI
I
WKH6DUEDQHV2[OH\$FWRI



&HUWLILFDWLRQVRIWKH3ULQFLSDO([HFXWLYH2IILFHUDQG3ULQFLSDO)LQDQFLDO2IILFHU 3ULQFLSDO$FFRXQWLQJ
2IILFHU SXUVXDQWWR6HFWLRQRIWKH6DUEDQHV2[OH\$FWRI86&6HFWLRQ





7KHIROORZLQJPDWHULDOVIURP=XPLH],QF¶V$QQXDO5HSRUWRQ)RUP.IRUWKHDQQXDOSHULRGHQGHG
U
-DQXDU\IRUPDWWHGLQL;%5/ ,QOLQHH;WHQVLEOH%XVLQHVV5HSRUWLQJ/DQJXDJH 
L &RQVROLGDWHG%DODQFH6KHHWVDW-DQXDU\DQG-DQXDU\ LL &RQVROLGDWHG6WDWHPHQWVRI
,QFRPHIRUWKHILVFDO\HDUVHQGHG-DQXDU\-DQXDU\DQG)HEUXDU\ LLL 
&RQVROLGDWHG6WDWHPHQWVRI&RPSUHKHQVLYH,QFRPHIRUWKHILVFDO\HDUVHQGHG-DQXDU\-DQXDU\
DQG)HEUXDU\ LY &RQVROLGDWHG6WDWHPHQWVRI&KDQJHVLQ6KDUHKROGHUV¶(TXLW\IRUWKH
ILVFDO\HDUVHQGHG-DQXDU\-DQXDU\DQG)HEUXDU\ Y &RQVROLGDWHG6WDWHPHQWV
RI&DVK)ORZVIRUWKHILVFDO\HDUVHQGHG-DQXDU\-DQXDU\DQG)HEUXDU\DQG YL 
1RWHVWR&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV



&RYHU3DJH,QWHUDFWLYH'DWD)LOH HPEHGGHGZLWKLQWKH,QOLQH;%5/GRFXPHQW

&RSLHVRI([KLELWVPD\EHREWDLQHGXSRQUHTXHVWGLUHFWHGWRWKHDWWHQWLRQRIRXU&KLHI/HJDO2IILFHUDQG6HFUHWDU\
WK6WUHHW6:/\QQZRRG:DVKLQJWRQDQGDUHDYDLODEOHDWWKH6(&¶VZHEVLWHIRXQGDW
ZZZVHFJRY



6,*1$785(6
3XUVXDQWWRWKHUHTXLUHPHQWVRI6HFWLRQRU G RIWKH6HFXULWLHV([FKDQJH$FWRIWKH5HJLVWUDQWKDV
GXO\FDXVHGWKLVUHSRUWWREHVLJQHGRQLWVEHKDOIE\WKHXQGHUVLJQHGWKHUHXQWRGXO\DXWKRUL]HG
=80,(=,1&
65,&+$5'0%522.6
6LJQDWXUH
%\ 5LFKDUG0%URRNV
&KLHI([HFXWLYH2IILFHUDQG'LUHFWRU
3ULQFLSDO([HFXWLYH2IILFHU

0DUFK
'DWH

6&+5,6723+(5&:25.
6LJQDWXUH
%\ &KULVWRSKHU&:RUN
&KLHI)LQDQFLDO2IILFHU 3ULQFLSDO)LQDQFLDO2IILFHU
DQG3ULQFLSDO$FFRXQWLQJ2IILFHU 

0DUFK
'DWH


3XUVXDQWWRWKHUHTXLUHPHQWVRIWKH6HFXULWLHV([FKDQJH$FWRIWKLVUHSRUWKDVEHHQVLJQHGE\WKH
IROORZLQJSHUVRQVRQEHKDOIRIWKH5HJLVWUDQWDQGLQWKHFDSDFLWLHVDQGRQWKHGDWHVLQGLFDWHG
67+20$6'&$03,21
6LJQDWXUH
7KRPDV'&DPSLRQ&KDLUPDQ

0DUFK
'DWH

667(9(13/28'(1
6LJQDWXUH
6WHYHQ3/RXGHQ'LUHFWRU

0DUFK
'DWH

6-$0(630853+<
6LJQDWXUH
-DPHV30XUSK\'LUHFWRU

0DUFK
'DWH

675$9,6'60,7+
6LJQDWXUH
7UDYLV'6PLWK'LUHFWRU

0DUFK
'DWH

6.
.$/(1)+2/0(6
6LJQDWXUH
.DOHQ)+ROPHV'LUHFWRU

0DUFK
'DWH

66&277 $%$,/(<
6LJQDWXUH
6FRWW$%DLOH\'LUHFWRU

0DUFK
'DWH

6/,/,$1$*,/9$//(77$
6LJQDWXUH
/LOLDQD*LO9DOOHWWD'LUHFWRU

0DUFK
'DWH



